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PREFACE

This report is the pix)dtict of an attempt to describe the operations

and financial structure of and the flow of funds through American
manufacturing corporations. It is based partly on the published
financial statements of these corporations and partly on the financial

data they submit with their Federal income-tax returns.

Not all of American industry is incorporated nor is it confined to

manufacturing. Why, therefore, was the present inquiry restricted

to manufacturing corporations?
Obviously, some boundaries had to be set up or there would be

virtually no end to the investigation. The corporate form of organi-

zation is not only the dominant one in America today, but financial

statements relative to the operations and structure of corporations
are perhaps more reliable and certainly are much more accessible than
comparable data for unincorporated enterprises. In addition, the
increasing extent to which business today is corporately organized,

the widening distribution of corporate o^\'^le^ship, and the increasing

tendency toward separation of ownersliip and manngement are

constantly augmenting the social importance of corporation finance.^

The manufacturing segment of the corporate structure was singled out
for several reasons. Manufacturing constitutes the largest single

industrial component of the American producing economy, accounting
for about one-fourth of the national income. A sufficiently large

proportion of it is incorporated, that financial data—usually available

for only incorporated enterprises—are relatively adequate. Extremes
in size, varying from the smallest incorporated manufacturers of, say,

men's suits to the giant steel and oil producing companies are to be
found within the confines of manufacturing industry. Finally, many
of the other segments of the economy which are also dominated by
incorporated enterprises, such as public utilities and financial institu-

tions, present a widely different range of problems, are regulated
relatively rigidly by the State, and are being subjected to special

investigation by other groups.
Two broad sources of data are available on American manufac-

turing corporations. One is through the tax collection administra-
tion while the other is through the investment machinery. There
are several differences between these two sources. The former has
the advantage of covering all corporations (in the case of the Federal
tax) and the disadvantages of being confidential and of not being
collected for statistical purposes. The latter has the advantage of

being issued for statistical purposes, and the disadvantage of covering
only those corporations (usually the large ones) which are forced to

rely on the capital markets for their funds. The particular bodies of

data used in this report are fully described in the first chapter. Two
' Arthur S. Dewing, "Corporation Finance" in Encyclopedia of the Social Sciences, IV, 423.
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XIV PREFACE

of them are derived from the first broad source mentioned above:

One covering all manufacturing corporations, and the other covering

a selected sample of small manufacturing corporations over an 11-

year period. The third and fourth bodies of data are derived from
the second broad source mentioned above; one covers a sample of

400 large corporations over a 12-year period while the last covers a

sample of about 500 large corporations over a 2- to 4-year period.

The original plan of the present study was to center the analysis

around the sample of data on 1,300 small manufacturing corporations

drawn from income-tax returns. Due to the fact that the results of

this study were not forthcoming soon enough, this general arrange-

ment underwent alteration. The present plan is to view particular

segments of the corporate financial structure as units. These seg-

ments are first analyzed extensively as a whole, after which samples of

large and small firms, respectively, are examined more intensively.

This procedure is followed in the first four phases of the study : profits,

dividends, working capital, and fixed capital. In the last phase,

source and disposal of funds, the overall picture is missing. " Tabula-
tions of the financial reports of small manufacturing corporations

became available before the printing of this report and most of the

tables are presented here.



CHAPTER I

SOURCE MATERIALS UTILIZED

In order to accomplish the purpose set forth in the preface, the
following analytical problems were singled out for special treatment:

1. Profits and dividend policy.

2. Working capital position.

3. Fixed capital composition and expansion policies.

4. Source and disposal of corporate funds.

These various problems are not clearly separable, and the last, espe-

cially, really encompasses the other three.

The broad objective was not only to ascertain the influence of the
business cycle on each of these four factors in corporation finance,

but also to uncover any effect which size of business might be exer-

cising thereon. Contrasts due to size were thought to be relatively

marked in the field of manufacturing industry. In addition, other
fields such as railroads, public utilities, and finance were the subject
of intensive examination- by other groups. Therefore, the present
study was limited primarily to manufacturing corporations with cer-

tain segments being subjected to more intensive analysis than others.

Under the circumstances, it proved impossible to study the source
and disposal of corporate funds either for all corporations or for large

corporations over more than the last few years.

The obvious source of data for any overall survey of the financial

structure of manufacturing corporations is the Treasury Department's
Statistics of Income, a compilation of Federal corporation income tax
returns. This source could be conveniently used back to 1926. The
latest year available was 1936. Since all corporations must file such
income-tax returns, this body of data is presumably all-inclusive.

The most accessible body of information on large corporations only,

covering approximately the same period, is the Standard Statistics

Co. composite of financial statements of 400 corporations. The
period covered by this identical sample is 1927-38. This leaves one
gap in the picture: a similar sample of small manufacturing corpora-
tions. At this juncture the present study treads new ground: The
income-tax returns for a sample of 1,000 small manufacturing cor-

porations in 1926 and 300 in 1930 were pulled for those and succeed-
ing years in which the firms were in operation. Transcription of these

returns afforded a unique body of data on a sample of small corpora-
tions covering an 11-year period. Unfortunately, these tabulations

are, at this writing, incomplete only a few being available for analysis

in the present report.

Each of these bodies of data will be described in turn in this sec-

tion of the report. In subsequent sections the financial picture

portrayed by these data will be constructed.

1



2 CONCENTRATION OF ECONOMIC POWER

OVER-ALL PICTTJRE: "STATISTICS OF INCOME"

An annual publication of the Bureau of Internal Revenue, Statistics

of Income has been appearing regularly, but with at least a 2- or

3-yea*r lag, since 1916. The last publication available at this writing

relates to 1936. The financial data on corporations, obtained in

connection with the administration of the corporate income tax, may
be divided into income items, which are available from 1916 through

1936, and balance-sheet items, which are published for the years

1924-36, inclusive. The balance-sheet data for the years 1924 and
1925 were taken from the capital-stock tax returns, while those for

succeeding years were taken from the corporation income-tax returns.

Since the reporting of balance sheets under the former tax was rela-

tively inadequate, the present analysis is confined to 1926 and suc-

ceeding years.

Even for the years 1926-36, however, the reporting of balance
sheets has not been universal; from 5 to 10 percent of the manufac-
turing corporations filing., income-tax returns do not submit balance
sheets, while undoubtedly another proportion, the size of which is not
known,, submits balance sheets which are, so to speak, "fragmentary."

Moreover, in 1926-30 i^.^ separate tabulation of income items was
made for those returns filed with balance sheets attached. Conse-.

quently, in the discussion of profitability, an attempt has been made to

inflate the item of net worth in those years to make it cover the t,ame

number of corporations comprehended by the compiled net-profit

item. This extension of thp balance-sheet sample was both com-
plicated and arbitrary, and its details are explained in appendix A
to this report. For the years 1931-36 the income items for thosje

returns accompanied by balance sheets are tabulated separately,

thereby obviating this problem.
Aside from the lack of consistency between the income and Dalance-

sheet items for 1926-30, there are other peculiarities of the Statistics

of Income tabulations which are important for one reason or another.

The industrial classification may not only be inconsistent from year
to year and even within the same year, but also may be of doubtful
significance. The inconsistency arises from the fact that the tran-

scribers may have differing opinions as to the industrial group in

which a given concern belongs. This inconsistency, which seems to

have been of considerable importance at one time,^ has probably been
fairly well eliminated from the tabulations for the past decade, by
means of a new system of coding the returns. The doubtful signifi-

cance of the industrial classification arises chiefly from the fact that

many corporations are actively engaged in several lines of industry.

The practice of the Bureau of Internal Revenue transcribers has been
to assign the returns of such corporations to that industrial category

which accounted for the largest part of its business. With the sharp

limitation placed by the 1934 Revenue Act on the practice of filing

copsolidated returns, it may be inferred that the industrial divisions

in -the Statistics of Income tabulations for 1934 and succeeding years

are relatively clean-cut. For earlier years, however, there must have
been considerable overlapping among industries; even for the later

> Vide J. F. Ebersole, Susan S. Burr, and George M. Peterson, "Income Forecasting by the Use of Sta-

tistics of Income Data" in Review of Economic Statistics, XI (1929): 171-196; XII (1930): 39^7. This is a

detailed analysis of the character of Statistics of Income, and particularly of the difficulties encountered in

using the publication. For present purposes usefulness of this article is limited by thB fact that its appraisal

ends with the 1925 and 1926 volumes of Statistics of Income.



CONCENTRATION OF ECONOMIC POWER 3

years it can hardly be presumed that such overlapping has been en-
tirely eliminated.^

Revocation in 1934 of the privilege of filing consolidated returns,

for all corporations except railroads, has impaired the comparability
of the balance sheet as well as income items from the period to 1934
with the period after. The line of demarcation between industrial

groups is probably more clearly drawn as a result of the change.
The distribution of corporations by asset size is altered through a
decrease in the concentration at the upper end. The industrial sub-
group, metals, is probably more influenced by the reclassification

than are the other subgroups, while the change in total manufacturing
is undoubtedly of significant proportions. There is no statistical

method for eliminating these temporal inconsistencies. The best we
can do is recognize that they exist, and temper our conclusions
accordingly.

The Statistics of Income tabulations cover only corporations; the
financial statements of unincorporated enterprises are not compre-
hended by these figures. Therefore, an important segment of the
producing economy is not represented. However, the chief concern
of this study is with manufacturing companies, the bulk of which are

incorporated. Most of the unincorporated enterprises are in the
agriculture, trade, and service divisions of our economj^. Hence this

deficiency is relatively unimportant. So too are several other inade-
quacies in the Statistics of Income coverage of incorporated enter-

prises. These arise from the facts that all returns filed may not pass
through the statistical section of the Bureau of Internal Revenue for

tabulation, and that the Statistics of Income figures are taken from
the unaudited returns. The former deficiency is becoming progres-
sively less important, although in the early years quite a few returns
were apparently not tabulated.^ The latter deficiency is more
persistent and may influence particularly the net incom.e and the
depreciation figures. An estimate of such deficiency is impossible,
but one might suppose that it is becoming less important as American
businessmen grow more and more accustomed to the corporate income
tax and as the administration of the law becomes more and more
effective.

Like most compilations of financial statements, the Statistics of

Income tabulations are not free from the fiscal year and part-year
problem. The question raised by fiscal * and part-year returns is not
without significance in the present study, for two reasons. In the
first place' there is evidence to indicate that such returns are becoming
more numerous as the years go by. Table 1 shows that the propor-
tion of the total business done by corporations filing fiscal year returns
increased from 17.2 percent in 1927 to 22.6 percent in 1930, and that
the number of fiscal year returns filed increased from 4.7 percent in

1927 to 15.0 percent in 1935.^ The business covered by part-year
returns, although much less sigiiificant, rose from 1.7 percent in 1927
to 2.6 percent in 1930, and the percentage of returns from 1.3 percent

2 To the extent that conglomerate intei!?ratlon—the extension of an enterprise to cover more than one
product in a similar stage of manufacture—is going on today, industrial overlapping even in the later years
may be increasing.

' Ebersole, et al., loc. cit.

* Returns not covering the calendar year are referred i,o as fiscal year returns if they cover 12 months
and part-year returns if they cover less than 12 months.

2.59845—iO—No. 15 2
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in 1927 to 6.5 percent in 1935. Table 1 also indicates that the fiscal

year returns are relatively concentrated in October, January, and
June. Since these returns are tabulated with the calendar year
returns nearest which they fall, the October and January concentra-

tions do not distort seriously the temporal pattern. The same cannot
be said, however, for the June concentration. These fiscal year

returns, tabulated with the preceding December returns, introduce a
half-year lead into a segment of the figures. In fact, the net effect

of all the fiscal year returns combined is probably to introduce some
lead into the figures; i. e., the time period to which they refer is a
12-month ending, on the average, some time after December 31.

Unlike some peculiarities in the Statistics of Income tabulations, this

one is relatively important for the particular industries covered by
this study. In 1927—a year in which an industrial break-down of

such data is available—^4.7 percent of the corporate returns were
fiscal year, (See table 1.) Of the manufacturing company returns,

however, 6.3 percent were fiscal, while the corresponding percentages

Table 1.

—

Distributions of fiscal and part-year corporate income-tax returns, as a
percent of total sales and of returns filed, by months, 1927, 1930, 1935

Month

Percent of
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rising business, the entries into the various industrial fields probably
outnumber the firms that withdraw; in bad times the reverse is true.

In addition, for the size analysis, the more succeGsful corporations
tend to move, within limits, into the larger size categories and the less

successful firms tend to become smaller. In any case, there is a lack
of identical firms from year to year which seriously impairs the tem-
poral significance of the dollar figures. It is possible that ratios

calculated therefrom are not so suspect in year-to-year comparisons
as the dollar totals. In appraising Statistics of Income tabulations
one must realize that the underlying data are by-products of an ad-
ministrative process—the levying of the Federal tax on corporate
incomes. They are not collected for statistical purposes, so their

interpretation must be guided accordingly.

A bias is probably introduced into certain items in the tabulations
by the administrative purpose for which the financial statements are
collected. Items most likely to be seriously influenced by this factor
would be the depreciation charge, net income, and (because of the
capital-stock tax) the capital stock and siu"plus entries. Even in the
case of audited returns there is probably some bias toward minimiza-
tion of profits, and since the Statistics of Income tabulations are
based on unaudited returns, such bias may be considerable. For-
tunately for statistical as well as revenue purposes, there are rather
rigid Bureau of Internal Revenue safeguards against such mini-
mizing of profits; but it would be Pollyanna-like to assume that such
safeguards were wholly efTective. On the other hand, it is conceivable
that the wholesale application of these safeguards leads some con-
scientious reporters to overstate their profits.^

LARGE corporations: STANDARD STATISTICS COMPOSITE

In order to supplement the picture of the small corporations study
it was desirable not only to examine the overall picture for all corpora-
tions, for which the Statistics of Income data were used, but also to
analyze a comparable set of data for large corporations. The most
convenient source of this information was found to be the Standard
Statistics Co. They have published the most important balance
sheet and income account items by companv for a selected list of 400
corporations^ for the periods 1927-30,^ 1931,8 and 1932-33.^
A list of the items published and the explanation relative to the

individual items is contained in appendix C. A hand tabulation of
these same data for the period 1934 to 1938 was prepared from th"
source books at the Standard Statistics Co. offices in New York
thus bringing the series up to date. The most recent issue of the
composite of the income account and balance sheet items for these
400 corporations for the period 1927-38 can be found in the Standard
Trade and Securities—Composite of Financial Statements, volume
93, No. 16, August 2.5, 1939,, section 2, published by the Standard
Statistics Co. In addition to the above data, a separate hand tabu-
lation was prepared for the items common stock, surplus, notes pay-
able, accounts payable, and depreciation. Except for the few typo-
graphical errors found, the only changes made before using these

» The terms "minimize" and "overstate" in this passage are to be interpreted in a relative sense. No
denial is intended of the fact that the profits figure is, to some extent, the result of conjecture. This point is
further elaborated in the next chapter.

9 See appendix B for list of corporations, by industry.
' Standard Trade and Securities, Standard Earnings Bulletin, vol. 62, No. 18, November 11, 1931, sec. 2.
» Standard Trade and Securities, "Standard Earnings Bulletin, vol. 65, No. 21, Augiist 27, 1932, sec. 1.
' Standard Trade and Securities, Standard Earnings Bulletin, vol. 73. No. 6, July 13, 1934, sec. 3.
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data occurred in the treasury stock account. In order to make the

capital stock accounts strictly comparable, treasury stock was de-
ducted from total assets and from the appropriate stock account on
the liability side of the balance sheet wherever this had not been
previously done. Although the bulk of the work on these Standard
Statistics data was done by the Commerce Department's T. N. E. C.
staff, certain of the crdss-classifications were compiled by the Income
Tax Study, a W. P. A! project of the Treasury Department. These
cross-classifications are indicated by appropriate footnotes.

A stud}'" of the composition of the identical sample of the 400 cor-

porations reveals that it consists mostly of larger corporations. These
corporations are classified into industrial divisions, of which 25 are

distinguished in this study. These industrial divisions are divided

into 2 groups containing 365 mainly manufacturing companies and
35 nonmanufacturing firms. The first includes shipping and ship-

building and a few miscellaneous corporations in addition to the
strictly manufacturing companies, while the second consists of those
companies in the coal, retail merchandise, and theater groups. A
clean-cut industrial division is not feasible. Using total assets as a
criterion of size, we find that in 1927 there was 1 company with
assets of under $1,000,000, 91 companies with assets of $1,000,000 to

$10,000,000 each, 199 companies with assets of $10,000,000 to

$49,000,000 each and 109 companies with assets of over $50,000,000
each (see table 2) . The same break-down in 1938 shows only a slightly

different picture. No corporation fell in the under $1,000,000 class,

while 114 fell in the $1,000,000 to $10,000,000 class, 176 in the $10,-

000,000 to $49,000,000 class and 110 corporations in the over $50,-

000,000 class.

These 400 corporations constitute a large segment of the corporate
manufacturing structure in the United States. Comparing the size

of the 365 manufacturing corporations in the sample of 400 with the
size of the total manufacturing group in the Statistics of Income
tabulation, we find that the Standard Statistics sample constituted

38 percent of the total assets for all manufacturing corporations in the

United States in 1927, 41 percent in 1929, 44 percent in 1931, and 52
percent in 1936. Thus, an analysis of the financial statements of
these 365 corporations should show a rather comprehensive picture

of the larger corporaticns in the manufacturing group.

Takle 2.

—

Frequency distribution of size of total assets Standard Statistics composite

of 400 corporations, 1927 and 1938

Asset size classes ($1,000,000)
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Of the 400, 86 were incorporated before the turn of the century, 261
between 1901 and 1920, and only 103 between 1921 and 1927. There
are 38 corporations more than 50 years old while only 27 are less than
15 years old. It may be added that date of incorporation is not a

wholly satisfactory index of corporate age. Frequently a corporation
is reincorporated one or m.ore times for a variety of reasons, only one
of which may be insolvency. For that reason, the first date of in-

corporation has been used as the basis of table 3. Detection of a

genuine change in corporate entity is difficult ; it is possible that under
certain concepts of what constitutes such a change, the ages of some
of these corporations have been overstated.

Most of the corporations in the Standard Statistics sample issue

their annual financial reports on* a calendar-year basis (see table 4).

Only 80 of them file on a fiscal-year basis, 36 between January and June
and 44 between July and December. Since the percentage, 20 per-

cent, reporting on a fiscal-year basis is almost equally divided between
the first half of the year and the second half, it may be assumed that
no serious lead or lag has been introduced by aggregating the fiscal

and calendar year returns.

Table 3.

—

Frequency distribution of incorporation date, Standard Statistics 1927-38
composite of IfiO identical companies

Industry
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Table 4.

—

Accoimting period distribution, Standard Statistics 1927-38 composite of
400 identical companies

Industry
Number of

companies

Fiscal, July
to Decem-

ber
Calendar

'

Fiscal, Jan-
uary to
June

Advertising, printing and publishing
Automobiles and trucks—
Automobile parts, _

Automobile tires

Beverages
Building and real estate
Chemicals, fertilizers

Containers. -.

Electrical equipment and radio
Food products
Household products
Leather, shoes
Machinery ...

Medicine, drugs
Metals
Miscellaneous securities

Office and business equipment
Oil production and reflnmg—
Paper and paper products
Railroad equipment -. ._

Shipping and shipbuilding
Steel and iron
Sugar production and refining
Textile and apparel-.
Tobacco products...

Mainly manufacturing..
All other companies ^..

All companies.

365
35

400

303
17

44 320 36'

' December 31, or the 2 or 3 days on either side.

Source: Moody's Industrials, 1938.

SAMPLE OF 1,300 SMALL MANUFACTURING CORPORATIONS ^°

As the principal segment in this study of the financial statements of

corporations in the United States, the profit-and-loss statements and
balance sheets of a sample of small manufacturing corporations cover-
ing the period 1926-36, have been tabulated and analyzed. These
financial statements were obtained from the income-tax returns filed

by these corporations with the Bureau of Internal Revenue. The
returns of the corporations included in the sample were picked from
income-tax collection districts scattered throughout the United;
States. An original sample of 1,000 firms was picked from the 1926
returns and the returns filed by these same corporations were pulled'

for succeeding years through 1936. A supplementary sample of ap-
proximately 300 firms in 1930 was selected and the returns filed by
these firms for the succeeding years through 1936 pulled.

This study of the financial statements of small manufacturing cor-
porations was undertaken in order to fill a speci^c lacuna in the
financial statements of corporations now available. Published cor-

porate financial data encompass almost no information on the ex-

tremely small corporations. Such corporations do not have their

stocks listed on security exchanges, so there is no necessity for a wide
distribution of their financial statements. In fact, some of these cor-

porations are so small that in all probability the only financial state-

ments about them which exist at all are those submitted to the
Bureau of Internal Revenue for income-tax collection purposes.

." This phase of the study, only briefly discussed here, is described in considerable detail In appendix D
beoause it represents an original undertaking of which there is no published lesorlption.



CONCENTRATION OF ECONOMIC POWER 9

Several requirements were set up for inclusion in the sample of

small manufacturing corporations. In the first place it was decided to

limit the sample to those firms with assets less than $250,000 in 1926.

In the second place the industries comprehended by this sample
included only the following five groups: Bakeries, men's clothing,

furniture, stone and clay products, and machine tools and accessories.

In addition it was necessary for the 1926 return to be usable and for

the firm to have been in active operation in 1926. Once the sample
of 1,000 firms in 1926 had been puUed, the returns for the same firms

were pulled for each of the following years in which the particular

firm was in business. The results of this process are presented in

tables 5 and 6, table 5 applying to the 1926 sample of 1,000 firms and
table 6 applying to the 1930 sample of 300 firms.

It will be observed that there are not quite 1,000 firms in the sample
as shown by table 5, nor 300 firms as shown by table 6. This is

because the returns of some companies were thrown out during the

process of transcription. For t>xample, of the 200 bakeries in the 1926

sample, 185 filed usable i^l-'^^« and of these 185, 81 remained in

existence throughout the period 1926-36. Similarly, of the 50
bakeries in the 1930 sample, 46 had usable returns and 27 were iden-

tical throughout the 1930-36 period. Similar results were obtained

with each of the other industries so that in the total we had 9^9
firms in the 1926 sample of 1,000, and 265 firms in the 1930 sample of

300. The respective identical samples contain 381 and 135 firms.

Table 5.

—

Industrial, geographical, and asset size composition of original sample

of 1926, small manufacturing corporations

[Number of companies]

Area and size
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Table 5.

—

Industrial, geographical, and asset size composition of original sample
of 1926, small manufacturing corporations—Continued

[Number of companies]

Area and size
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These facts are summarized in the following tabulation:-

11
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It may well be that the coverage of this sample runs as high' as 10

percent and for some groups possibly up to 50 or 60 percent, but such
figures are mere conjectures.

The failure experience of these firms is interesting. Charts 1 and 2

have been constructed for the purpose of showing the percentage of

firms, by industries, in the original samples of 1926 and of 1930 which

PERC
100
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while two-thirds of the latter continued in operation. Bakeries are

next to machine-tools at the top, while furniture ranks next to cloth-

ing at the bottom. The stone-clay group follows the middle course,

which is also close to the average for all five industries. A similar

experience may be found for the 1930 sample of 265 companies with
one principal exception; the sample of stone-clay companies in the

PERCENT
100

dO

80

CHART 2
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50

40

30

20

PERCENT
00

90

PERCENTAGE OF FIRMS IN I930
SAMPLE OF 265 SMALL MANUFACTURING
CORPORATIONS SURVIVING IN EACH OF

THE VEARS 1931-36
BY FIVE INDUSTRIES

1930

(index Numbers 1930 -I OO)

1931 1932 1933 1934- 1935

80
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60

50

40

30

20

1936

D.D'4-0-4-4^

1930 group made a much better showing than the same group in the
1926 sample. ^^ In chart 2 it can be seen that the experience of the
stone-clay and the macliine-tooj companies was roughly the same, and
headed the list of the five industries. Clothing again suffered the

sharpest losses as far as failure was concerned, while furniture fared
'

1
^

" This discrepancy should be borne in mind. Further discrepancies between the 1926 and 1930 sample
Of stone-clay companies appear later in this report.
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almost as badly. Bakeries, in the 1930 sample, ran just below the

course followed by the stone-clay and machine tool industries.

Althouj^h the industrial differences in the failure experience of these

two samples are interesting, the most significant thing about charts 1

and 2 seems to be that over an 11-year period such as 1926-36, one
may expect that almost 60 percent—i. e., 5K percent annually—of a

sample as large as 1,000 companies will fail or go out of business for

one reason or another. Similarly, over a 6-year period such as

1930-36, one may expect that almost 50 percent—i. e., 8 percent an-
nually—of a sample of 300 small manufacturers will pass out of exist-

ence. These are conclusions of far-reaching importance in any study
of the financial experience of small manufacturing corporations.

SAMPLE OF 525 SECURITIES AND EXCHANGE COMMISSION REGISTRANTS

American corporations having their securities listed on the stock

exchanges are required to register with the Securities and Exchange
Commission. These registrants have been grouped' by the Securities

and Exchange Commission into a number of industrial categories.

Reports presenting the 1934-37 income statements, balance sheets,

surplus reconciliations and other financial information, in relatively

comparable fashion, have been prepared by a Securities and Exchange
Commission-sponsored Work Projects Administration project for 59
of these industrial groups. ^^ Of these 59 reports, 47 may be classed as

manufacturing and are included in the present analysis. Table 7 gives

the descriptions of the 48 industries covered, the Securities and Ex-
change Commission report number of each, and the number of regis-

trants in each group.

Table 7.

—

Industrial groups of Securities and Exchange Commission registrants

included in source and disposal analysis

Report
No.
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Table 7.

—

Industrial groups of Securities and Exchange Commission registrants

included in source and disposal analysis—Continued

Report
No. Industry

Number
of regis-

trants

Bakers of bread and cake .^

Cereal manufacturers and millers ,

Quarrying and nonmelal mining.
Cigar "manufacturers
Snuff manufacturers
Meat packers with assets under $50,000,000 each .

Dairy product industry.
Beverage manufacturers other than brewers and distDlers

Extractive industries, sulphur-salt
Manufacturers of industrial machinery, tools, parts, and equipment
Manufacturers of paint and varnish
Producers of vegetable oil..

Manufacturers of toilet preparations, soap, and cleaning compounds
Leather tanners -

Shoe manufacturers..
Manufacturers of brick and other clay products..
Manufacturers of miscellaneous building material
Manufacturers of textiles, cotton-wool
Manufacturers of rayon yarn
Manufacturers of silk and rayon textiles not producing yarn
Hosiery manufacturers
Mahufacturers of apparel other than hosiery and footwear
Miscellaneous textile manufacturers
Food canners and preservers
Manufacturers of chewing gum, candy and confectionery
Manufacturers of diversified grocery specialites

Manufacturers of miscellaneous food and related products
Manufacturers of drugs and medicines
Manufacturers of lumber products
Producers of paper and allied products
Manufacturers of railroad equipment
Manufacturers of commercial cars and trucks

24
10
3

7

3
79
S8
24
10
25

2 11

24
23
10

2 16
12
9
10
4
8
12
26
25
11

2 Information not available for 1934.

Source: Census (Survey) of American Listed Corporations Report.

These data covering 525 corporations have been singled out for

the source and disposal of funds analysis of large corporations because
the completeness of the surplus reconciliation permits adjustment for

most of the noncash debits and credits. Such adjustments are
absolutely necessary if a true picture of the flow of funds is to be
obtained. The Statistics of Income tabulations do not indicate the
amounts of the surplus debits and credits. The Standard Statistics

compilations, while giving totals for surplus debits and credits, do not
tell to which asset and liability accounts the surplus entries refer.

The tabulations covering the sample of small manufacturing corpo-
rations also permit tracing some of the surplus debits and credits and
hence permit a general source and disposal picture.

The major objection to the Securities and Exchange Commission data
is that it covers only a short span of years. The first year covered by
these reports is 1934, and even for this year the information is not
available for some industry groups. The latest year covered by all 47
reports is 1937, although for nine of the industries included in these
tabulations the 1938 data have just been issued in report form by the
Securities and Exchange Commission. In some instances the 1938 com-
posite tabulations cover a larger' number of corporations than were
included in those for earlier years.
The Securities and Exchange Commission reports comprise 15 tables

varying from a "General Survey" to "Index of Companies Included
in Each Table." The tables of particular importance in the present
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study are. the combined balance sheet, the combined profit and loss

statement, and the combined surplus reconciliation. Occasionally,

reference to the individual balance sheets and surplus reconciliations

were also necessary, while the tabulations and footnotes in Moody's
Industrials were in some instances consulted for supplementary
information. In general, the aim was to prepare a broad picture of

the source and disposal of funds of these corporations, by industry

groups, on a composite basis, so references to the particular company
data were kept to a minimum.
The companies included in these Securities andExchange Commission

reports are, of course, the larger ones, because only the large firms have
their securities listed on the stock exchanges. The preceding asset-size

break-down of the corporations in the Standard Statistics composite
would indicate also, in a general fashion, the size distribution of these

525 firms in the Securities and Exchange Commission reports. How-
ever, due to the fact that the Securities and Exchange Commission
reports cover 100 more firms than are included in the Standard Stat-

istics com.posite, and that the Securities and Exchange Commission
reports thus far issued do not include all the industry groups within
manufacturing, one may expect that the Securities and Exchange
Commission sample includes relatively more of the medium-size cor-

porations than are comprised by the Standard Statistics composite.



CHAPTER II

PROFITS OF AMERICAN MANUFACTURING CORPORATIONS

The problem of estimating business profits is as baffling as it is

crucial. Its importance becomes apparent when one attempts to

assess the success or failure of business enterprises. Its perplexing
nature is brought out when one attem.pts, in the actual construction
of a profit-and-loss account, to make allowances for such items as cost

of goods sold and depreciation expense. The problem is not lightened

any by the presence of such balance sheet items as goodwill and other
intangibles. Moreover, even if one blessed with omniscience did make
an estimate for depreciation that correctly reflected the value of plant
and equipment consumed in the year or over a period of years, such
fixed charges as interest on long-term, debt w^ould attenuate the relia-

bility of a profit estim,ate for 1 year as a m.easure of the success or

failure of an enterprise considered with respect to an econom.ic time
period other than an arbitrary calendar year. For these and other
reasons, the following discussion of profits in the American m.anufac-
turing industry gives only a general picture of probable m.agnitudes
and trends.^

Some of the questions which might be asked in a profits study are

these: How profitable are American manufacturing corporations?
How stable are these profits over the years, and are some industrial

groups consistently more profitable than others? Does profitability

appear to be related to size of the concern? How do stockholders
share in these profits? Is their share influenced by the phase of the
busmess cycle and type and size of the corporations? How does their

share compare with their equity in the concerns?
Definitive answers to these questions are not possible. Som.e idea

concerning the probable answers is offered, in this and the following
chapter, from data on all manufacturing corporations reported in

Statistics of Income, on large corporations (mainly m,anufacturing)
contained in the Standard Statistics composite, and on sm.all manu-
facturing corporations comprised in original T. N. E. C. tabulations.
In the over-all picture based on Statistics of Income emphasis is

placed not only on the figures for all manufacturing corporations but
also for five industrial subgroups of total manufacturing which corre-

spond roughly to the five industrial groups comprehended by the
small manufactures study.

GENERAL SUMMARY

How profitable are Am.erican Tnanufacturing corporations? The
evidence indicates that, on the average throughout the period 1926-36,
these corporations in the aggregate earned 4.3 percent on their equity

' For an enlightening discussion of the general problem of measuring corporate profits, see W. C. Mitchell's
.- ^„„,t„„ t^n r. F.rwtp.in's Industrial Profits in the United States (1934).

17
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capital. This average is flanked by extremes of profitability and
unprofitability. Of a sample of 400 large corporations, more than a
fom-th made a profit on total invested capital of 15 percent and more
in each of the years 1928 and 1929, while in 1932 more than a fourth
of these corporations incurred a loss on total invested capital of 5
percent and more. Of a sample of approximately twice as ma*ny small
manufacturing corporations, 40 percent were unable to earn a profit on
their capital stock equity even in prosperous years, while this propor-
tion rose to 86 percent in the trough of the depression. On the other
hand, 38 percent earned a profit of 10 percent or more in 1929.

How stable are these profits over the years? The earnings rates of

all manufacturing corporations in the aggregate covered a range of 12.1

percent, i. e., from a profit of 8.5 percent in 1929 to a loss of 3.6 percent
in 1932. In 9 years out of,ll over the period 1926-36, a net profit was
recorded; in 1931 and 1932, a net loss was shown. Extremes in varia-

bility of profits for samples of large and small firms were indicated in

the preceding paragraph.
Are some industrial groups consistently more profitable than others?

Yes, definitely. Even among the five industrial subgroups included
in the' survey of all manufacturing corporations, marked differences

appear. . The food group averaged 6.1 percent on their net worth over
the 1926-36 period, while the lumber group actually lost an average
of 1.6 percent. Moreover, the former group showed a profit in every
year of the period, while the latter registered a profit in only 5 of the
11 years. Between these two extremes the other industrial subgroups
run, from more profitable to less profitable, thus: Metals, stone-clay-

glass, and textiles. The metals group lived up to its "prince or pauper"
reputation. Among the sample of small manufacturing corporations,

the baking and machine-tool industries shared the honor over the
period of having the largest proportion of firms in the 10 percent and
over category of profit on capital stock, while the stone-clay group
reigned supreme among the money losers.

Is profitability related to size of concern? The answer again
appears to be "yes" based on the experience of all manufacturing
corporations in the years 1931-36, for which years they are classified

into asset-size groups. The profit rates of the manufacturing cor-

porations classified into nine asset-size classes rise consistently from
small to large concerns. Thig conclusion is based on an average
picture for all manufacturing concerns over the period 1931-36.
The same holds true in a general fashion for any year out of the
period, and for each of the five industrial subgroups. If, however,
the companies are broken down into "income" and "no income", i. e.,

corporations with net income classified separately from those with
net loss, this conclusion may not hold for the former, but invariably
holds for the latter.^ Furthermore, if interest and officers' compensa-
tion are included in profits, the smaller firms make a better showing.
Although the available profit ratios for the samples of large and
small corporations are not comparable, they give strong indications

that the 400 large corporations are more successful than the small
firms.

How do the stockholders share in these profits? On the average
over the 1926-36 period, stockholders in all American rhanufacturing

' In the case of money-losing corporations, the loss gets smaller as we pass from small to large companies.
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corporations making money received in the aggregate about 76 per-

cent of the earnings of their companies in the form of cash dividends.

If all manufacturing corporations are considered without respect to

profitability—i. e., net income and loss companies combined—the
proportion of earnings paid out in dividends is 150 percent,^ signifi-

cantly above the proportion for income companies only.

Is their share influenced by phase of the business cycle, type of

corporation, and size of concern? The answer is "yes" in each case.

The ov^r-all figures indicate that money-making corporations dis-

burse more of their profits in depression than in prosperity, dividend
payments being more stable than profits. Industrial subgroups such
as lumber pay out on the average slightly more of their earnings than
do groups such as textiles. The large corporations distribute more of

their net available than the small ones.

How does the stockholders' share compare with their equity in the

concern? The answer to this question can be inferred from the con-
clusions concerning the profit rate and the disbursement ratio.

Manufacturing company stockholders in the aggregate received, on
the basis of their total equity, a cash return of 5.2 percent, on the

average over the period 1926-36. This return fluctuated from, a low
of 2.7 percent in 1933 to a high of 7.5 percent in 1936, was highest

in the food industry and lowest in the lumber industry, was higher
for large than for small corporations, and was less in prosperity than
in depression. Since this ratio is based on the net worth as valued
on the books of the reporting corporations, no claim can be made that

these percentages represent the return on the original investment of

these stockholders, or even on their original investment plus retained

earnings.

SOME QUALIFICATIONS

So much for the bare conclusions. Unfortunately, every single one
is subject to a'-depressing array of qualifications. Some of these

qualifications are peculiar to the income tax figures and have been
indicated in the preceding chapter; others inhere in any profits state-

ment of a ^oing concern and have received brief mention at the
beginning of the present chapter.
The valuation problem is the most ticklish one facing the accountant

who would draw up a statement of the financial condition of an
enterprise. Many items of cost such as wages, salaries, rent, interest,

and the like involve no valuation problem unless one enters the realm
of cost accounting. Certain other items of cost—major items, too^-
are ascertained either by managerial judgment or by arbitrary com-
putations. Reference is had here primarily to the cost-of-materials-

used expense, and to the depreciation expense. In addition, certain

balance sheet items are subject to arbitrary valuation: Investments
in securities, value of intangibles, even the value of land and equip-
ment are subject to .the opinion of the manager. Most of these

idiosyncracies become concentrated in the surplus account.
There is no need to labor here the point that corporate financial

statements are an end-product of human judgment. It is well

recognized by accountants as well as economists, and better expositions

' This percentage is derived on the basis of an arbitrary assumption (see pege 45) occasioned by the fact

that an aggregate loss was sustained in 1931 and 1932.

259845—40—No. 15 3
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of its ramifications than this writer could produce are available in a
number of technical books.* For present purposes, it seems desirable

only to stress the fact that financial statements are quasi fictional,

and to outline in more detail the peculiarities of the Statistics of

Income compilations.
A limitation peculiar to ratios of profit to net worth may be

mentioned. Such ratios are generally calculated by dividing the

profit for a given period by the net worth at the end of that period,

and the conclusion is then drawn that so much was earned on the

owners' equity during this period. Such a conclusion is not precisely

correct because the net worth showing at the end of the year may not
equal the average available during the year, being either larger or

smaller. That is to say, a more accurate denominator of the ratio

would be the average net worth during the year. Such an average
is impossible to obtain even from the balance sheet of a single firm,

not to mention the composite balance sheets of a varying number of

firms from year to year. In the case of a single firm or group of

identical firms, the arithmetic or geometric average of successive net
worths could be computed; but this would not necessarily be the net
worth available on the average throughout the year. In the case of

a composite of nonidentical firms during a span of years, even such an
arithmetic or geometric average would lose significance except under
the assumption' that the entries into the composite equalled in every
respect the withdrawals therefrom. This is in general an untenable
assumption which in periods of stable business activity might be
approximately true, but during cyclical expansion or contraction
would not be true. Since beginning-of-year figures are not given in

Statistics of Income, and since prior-year figu,res apply to a different

aggregate of corporations than the given-year figures, no attempt is

made here to correct for the disparity between the profit-and-equity

totals. This failure to attempt the correction is motivated less by a
feeling that need for it does not exist, than by its impracticability.

It is probably true, however, that such correction would be of minor
significance except, conceivably, in a year marked by enormous
revaluations carried to the surplus account. As far as this exception
for revaluation is concerned, it may be observed that any profit ratio

not based, on actual invested capital is vitiated on this score.

Some general conclusions concerning the profits of American manu-
facturing corporations, based on data derived from three separate
sources, have already been indicated and some of the more important
qualifications pointed out. To drop the matter at this point, however,
would be undesirable for at least two reasons. First, the detailed
analysis forming the basis of these broad conclusions constitutes, at

the same time, their most important qualification, and second, these
details not only provide other conclusions but also give an insight into

little-known aspects of the corporate financial structure. In this

chapter, the over-all picture on profitability will first be presented on
the basis of Statistics of Income data, after which the profit ratios

for the separate samples of large and small companies will be set

forth. In the following chapter the dividend experience of the uni-

verse of manufacturing corporations and of the sample of large com-
panies will be presented and analyzed.

* See, e. g., Solomon Fabricant, Capital Consumption and Adjustment (1938).
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ALL MANUFACTURING CORPORATIONS

Ratios of compiled net profit (after tax) ^ to net worth for total

manufacturing and five of the industrial subgroups—food, textiles,

lumber, stone-clay-glass and metal products—are presented for the
years 1926 through 1936 in table 8. In each of the years 1931-36,
the profit figures as well as the net worth items cover only corporations

submitting balance sheets, which in number represented, in 1936, 93
percent of all manufacturing corporations and which accounted in

the same year for 97 percent of the total compiled receipts of all

manufacturing corporations. In the years 1926-30, the net worth
figures have been extended to the Universe of all corporations covered
by the income figures. The inflation amounted to 1 percent in the
case of total manufacturing and four of the subgroups; it amounted
to one-half of 1 percent for the remaining subgroup, metals. The
method of deriving these adjusting coefficients is explained in appen-
dix A. Their principal determinant is the proportion of total gross

sales reported by corporations filing balance sheets, although other
factors are also taken into consideration. In any case, the iidjustment
has relatively little effect on the profit ratios.

Table 8.

—

Ratio of compiled net profit (after tax) to net worth, for total manufacturing
and 5 industrial subgroups, 1926-36
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1926-35, and the sum of "metal and its products" and "motor
vehicles, complete or parts" in 1936.

Table 1 indicates that all manufacturing corporations enjoyed a
profit rate in 1936 which was higher than that for any year out of the

11-year period except 1929. In 6 years out of the period a rate

better than the 11-year average of 4.3 percent was recorded. The
1934-36 average was also above the over-all level, even though it was
below the 1926-29 standing.

Among the subgroups, food Was the only one not to register a loss

in any year out of the period although the profit rate in 1932 was only
0.3 percent. Its 11-year average of 6.1 percent is the highest in the

group, and significantly above the all manufacturing level. Lumber
made the poorest showing, with an average loss for the 11 years of 1.6

percent. In only 5 years, 1926-29 and 1936 did this group come out
in the black. Textiles were next to the bottom, barely breaking even
over the period. The metal group was next to the top with a general

average of 4.6 percent, while the stone-clay group followed a middle
course. The largest annual loss, 10.3 percent, was recorded by the

lumber group in 1932, and the largest profit was the 1929 ratio of 11.1

percent for the metal group. Not only was the food ^oup the most
profitable, but also its earnings were the most stable during the period.

The profit ratio for this group varied within a range of only 7.9 percent.

The all manufacturing range was 12.1 percent, while the stone and
metal groups fluctuated almost twice as much as the food industry.

The metal group's ratio fell from the 11.1 percent profit in 1929 to a

6.4 percent loss in 1932, a range of 17.5 percent. By 1936 this industry

was again earning money at the rate of 8.2 percent on its capital

stock and surplus.

The pronounced variation, from industry to industry, not only in

the average profit rate but also in its stability, suggests that some
industrial groups must be expanding and others declining relative to

all manufacturing corporations. Such is, in fact, the case, as indi-

cated by table 9. This tabulation sets forth the proportion of total

manufacturing corporation assets held by each of the five industrial

groups, for each of the periods 1926-29, 1930-33, and 1934-36.«

Food's share increased a full percent over the 11 years, while lumber
declined 1.4 percent and textiles 1.3 percent in relative importance.

These trends jibe with what we observed concerning the profit ratios

of these groups. The absence of a trend either way in the stone and
metals group is expected from the closeness with which their profit

ratios approximate the all manufacturing average. The principal

question remaining is whether the contraction in the lumber and tex-

tile industries has been as pronounced as their poor profit records

would seem to warrant. Although table 2 presents evidence of th«

mobility of capital,jt may also testify to insufficient mobility. Under
equilibrium conditions one would expect the profit ratios of the

diffefent industries to equalize; to ascertain whether that is actually

happening requires a longer test and more accurate data than are

available here.

• These 5 industrial groups include only a part (about two-thirds) of total manufacturing, so the percent-

ages do not total 100 percent. It may be observed that the share of total manufacturing held by these 5

subgroups is less in depression than in prosperity.
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Table 9.

—

Percentage distribution of total mamifacturing corporation assets held by
5 industrial subgroups, by periods, 1926-29, 1930-33, 1934-36
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bottom of the chart; the tenth bar in each figure refers to the respec-

tive ratio for all the companies without regard to asset size.

The cardinal question which it is attempted to answer from these
data is whether the large manufacturing corporations are more profit-

able than the small. Chart 3 indicates that over the period 1931-36
they were. If we consider all companies—the right half of the chart

—

there is a definite progression upward ^ of the profit rate with size.

In only the next-to-largest class—$10,000,000 to $50,000,000—is this

progression not found; and the regression in this one instance is slight.

The fact that the corporations below the $250,000 asset level averaged
a loss over the 6 years while those above that point averaged a profit,

suggests strongly that the larger firms have the higher profitability.

The 19-percent average loss of the smallest group (under $50,000)
and the 4-percent average profit of the largest group ($50,000,000 and
over) represent extremes in profitability as well as in asset size. The
greater relative dominance of the larger, and more profitable, concerns
is evidenced by the 3-percent average profit of all companies without
regard to size.

An interesting deviation from this over-all pattern appears when
the income and no-income classes are examined separately (see left

half of chart 3). If we consider only the income companies—ad-
mittedly a shifting group from year to year—a slight downward trend
in the profit ratio with increasing asset size is observable. This regres-

sion is slight—covering a span of about 4 percent—but is pointed by
the fact that the most profitable class is the smallest-asset size with
an average ratio for the 6 years of 12 percent, while the least-profitable

class is the largest-asset size with a ratio of 8 percent. The average
for all income companies under $1,000,000 is about 11 percent, while
that for all income companies above that size is about Qji percent. If,

on the other hand, we consider only the no-income companies—also a
shifting group from year to year—a definite progression, with increas-

ing size, from most unprofitable to least unprofitable emerges. The
41-percent average loss over the 6 years of the smallest-size class is

in sharp contrast to the less than 2-percent average loss of the largest-

size class. Moreover, between these two extremes there is a persist-

ent progression. The fact of the matter seems to.be that this pro-
gression of the profit rate of the no-income companies is so pronounced,
and the relative importance of the no-income companies so great, that
when thvjy are combined with the income companies, the profit pattern
of the former is dominant and the over-all pattern, as pointed out
above, is definitely progressive; that is, profitability increases directly

with asset size.

Thus far, we have been concerned with average ratios for the 6 years,

1931-36. In order to disclose cyclical differences in the profitability

pattern, the data for 1932 (a depression year) and 1936 (a recovery
year) are plotted on chart 4. At the top of the chart appears the
division of the returns filed by the companies in each size class into

income and no-income groups; the black area represents the percent-'

age of returns reporting an income, and the white area the percentage
of returns with a loss. In the lower half of chart 4 appears the profit

' When discussing the variation of a ratio with asset size, it is convenient to employthe term "progressive"
when we mean increasing ratio with increasing asset size, and the term "regressive" when we mean decreas-
ing ratio with increasing a;?et size.
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ratios for each size class for all companies, that is, income and no-

income companies combined. A comparison of the 2 years brings out
interesting differences.

CHART 4

COMPARISON OF PROFIT RATE WITH RELATIVE PROPORTION

OF INCOME AND NO INCOME MANUFACTURING COMPANIES,

BY ASSET SIZE CLASSES, 1932 AND 1936.
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The proportion of income companies is, quite naturally, much
smaller in 1932 than in 1936. Similarly, the profitability picture for

every asset size class is white in 1932 and black (except for the smallest

size class) in 1936. The progression, WMth asset size, of the profitabilit}^

ratios and the proportion of companies with incomes, however, offers

interesting contrasts. In 1932 the progression upward of the profit-

ability ratio is marked as to both range and persistency. The 35.5

percent loss of the small(>st size class and the breaking even of the
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largest companies represent extremes. Moreover, only between the

seventh and eighth size classes is the progression of the profit ratio

absent, and the regression here is negligible. The progression of the

ratio of income company returns to returns for all companies, how-
ever, is somewhat spotty. In the first place, its range, from 13 per-

cent in the smallest class to 39 percent in the largest, is not so broad
as that in the profit ratios. Secondly, the progression is definitely

absent in two instances: between the fifth and sixth size classes and
again between the seventh and eighth size classes. There is definite

progression over all size classes, but it seems less marked than that

of the profit ratios. In 1936, on the other hand, a contrasting picture

appears. The progression in the proportion of returns filed by income
companies is not only clearly marked but definitely persistent. There
are no interrupting regressions, and the range from 36 percent in the

smallest size class to 89 percent in the largest is extensive. The profit

ratios, however, are progressive only up to the $10,000,000 asset level;

after that point they decline. These differences suggest that the

progression or regression of the profit ratios with asset size is not
determined solely by the relative number of income and no income
companies in each size class. It must also be determined by a factor

not showing on this chart: The relative size of the income as com-
pared with the loss. Thus, in 1936 the progression m the percentage

of income company returns continued in the eighth and ninth size

classes, while regression appeared in the profit ratios. This must-
mean that, although there were relatively more income companies in

these two largest size classes, the income they reported did not out-

weigh the losses reported by the money-losing firms quite so much
as in the next smaller size class.

This conclusion is perhaps more labored than its significance merits.

The fact remains that in both the years 1932 and 1936 there is a

definite upward movement of the profit ratios with asset size. This
surge upward is virtually uninterrupted in 1932; in 1936 the profit-

ability curve reaches a peak at the $5,000,000 to $10,000,000 asset

class, but the decline beyond that point is modest. The conclusion

cannot be gainsaid that, taking aU manufacturing companies together,

the larger firms are more, profitable than the smaller when one defines

profitability in terms of net income (before tax) to net worth.

Compiled net income after tax classified by asset size is not given

in the published Statistics of Income tabulations. The tax figure, by
asset size, has been obtained from the Source Book of Statistics of

Income,® original compilations maintained by the Bureau of Internal

Revenue. Deducting this from the compiled net profit before tax

gives a figure for compiled net profit after tax. The ratio of this

profit figure to net worth is similarly progressive, as shown by table

10 which presents the 1936 total manufacturing ratios separately for

income companies and for all companies.^" This profit ratio, after

tax, is modestly regressive in 1936 for income companies, falling with

» Henceforth referred to as the Source Book. The Source Book is a comprehensive compilation of data,

supplementary to the published volumes of Statistics of Income. A copy of the Source Book is maintained

in the Statistical Section, Income Tax Unit, Bureau of Internal Revenue, and is available for research pur-

poses to qualified students representing accredited organizations and to administrative officials of State and
other governmental units.

lo There is obviously no difference between compiled net profit before and after tax for no mcome com-
panies, so ratios for these companies are not included in table 10.
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only one interruption from 12.8 percent in the smallest asset class to

8.6 percent in the largest. In the case of all manufacturing companies,
however, the profit ratio after tax i,s still progressive. The upward
trend of the ratio with asset size is marked and persists through the
$5,000,000- to $10,000,000-asset class. Thereafter the ratio declines

modestly. The general conclusion is that taking the profit ratio after

Federal tax does not eliminate the progression of profitability with
size, if one considers income and no income companies combined.
A similar pattern of profitability classified by asset size also appears

in each of the five industrial subgroups of manufacturing considered
here. (See table 11.) If we limit our examination to income com-
panies only, a modest regression is clearly marked, in the 1931-33
period, in all subgroups except food. In the case of food there is

some evidence of regression, but the ratio fluctuates too wildly to

permit a definite conclusion. In the 1934-36 period the regression

of the income companies is more clearly marked for food, lumber,
and metals than for the other divisions. For the no-income companies
there is^ definite progression of the profit rate without exception either

for industry or time period. The profit rates of all companies are

strongly progressive in each industrial subdivision in the first period,

and moderately progressive in the second period. The 1931-36 over-
all patterns for these industrial subgroups are, it may be added,
similar to those set forth in table 11.

Table 10.^

—

Ratio of compiled net profit after tax to net worth for total manufac-
turing, shoion separately for income companies and for all companies, 1936

Asset size classes
AJl com-
panies

to $50,000
$50,000 to $100.000
$100,000 to $250,000
$250,000 to $500,000
$500,000 to $1,000,000....

$1,000,000 to $5,000,000..
$5,000,000 to $10,000,000.
$10,000,000 to $50,000,000
$50,000,000 and over

Total

Source: Statistics of Income and Source Book.
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Table 11.

—

Ratio of compiled net profit to net worth for 5 manufacturing subgroups
classified by asset size, income and no-income companies, by periods, 1931-33
and 1934.-36

Asset size classes

INCOME COMPANIES

to $50.000
$50,000 to $100,000
$100,000 to $250,000.
$250,000 to $500,000
$500,000 to $1,000,000
$1,000,000 to .$5,000,000

$5,000,000 to $10,000,000
$10,000,000 to .$.50,000,000

$50,000,000 and over
Classes grouped (minimum).
Classes grouped (maximum)
All companies

NO-INCOME COMPANIE.S

etc $50,000
$50,000 to $100,000
$100,000 to .$250,000

$250,000 to $500,000
$500,000 to $1,000,000
$1,000,000 to $5,000,000
$5,000,000 to $10.000,000
$10,000,000 to $.50,000,000.

$50,000,000 and over..
Classes grouped (minimum).
Classes grouped (maximum)
All companies...

ALL COMPANIES

Oto $50,000
$50,000 to $100,000
$100,000 to $250,000
$250,000 to $500,000 . . . .

$500,000 to $1,000.000
$1,000,000 to .$5,000,000 . ...

$5,000,000 to $10,000,000 ..

$10,000,000 to .$50,000,000

$,50,000,000 and over
Classes grouped (minimum).
Cla.sses grouped (maximum)
All companies --

Food

1931-33 1934-36

Pet.
13.0

10.0
11.4
*9. 2

«10. 4
a 9. 2

ni.4
10.7
10.6
10.6

-34.4
-18.1
-14,7
-10.9
-9.1
•-9.9
(.a)

(•")
-5.8
-6.5
-8.5

-14.6
-5.4
-3.1

.3

2.2
•1.3
(*.)
(*»)
(*»)

6.6
5.8
4.6

pa.
18.4
14.2
13.6
14.3
14.3

•15.1
•14.2
•11.7
•11.2

12.7
12.9

-28.9
-13.9
-11.6
-8.8
-8.0
(•)

(•)

(•)

(•)

-3.7

-3.5
2.9
4.9
7.2
8.8
(•)

(•)

(•)

(•)

11.0
10.1

Textiles

1931-33 1934-36

Pet.
9.1

8.4
8.3
8.5
7.5
7.0

•5.5
(•»)

5.5
5.8
6.6

-63.1
-29.3
-21.7
-13.2
-11.3
-8.3
•-9.6
(*a)
(.a)

-7.0
-7.9
-11.2

-37.9
-14.8
-8.8
-4.0
-2.8
-1.9
-3.9
(.a)
(.a)

-1.2
-1.9
-3.5

Pd.
8.9
9.3
10.3
10.4

9.9
8.6
(•)

•8.1

(•)

8.0
8.7

-43.fi
-17.1
-12.7
-9.9
-8.3
-6.2
-6.0

(*)

(*)

-5.3
-8.5

2.1
3.8
4.3
3.8
(•)

(*)

(*)

4.4
3.5

Lumber

1931-33 1934-36

Pet.
8.3
7.9
6.7
5.2
5.3
(•)

(•)

(•)

(•)

6.0
5.3

-55.9
-26.7
-18.9
-14.8
-12.0

(*)

(*)

-6.

-39.4
-18.5
-13.2
-10.9
-S.3
•(•)

(*)

(•)

(*)

-5.5
-7.4

Pet.
10.9
8.6
9.1
8.8
8.1

*6v9
•5.3

(•«)
3.7
5.3
6.4

-39.9
-18.6
-13.2
-9.7
-7.0
•-5.4
•-3.7
(••)
(•»)
-3.1
-4.0
-6.5

-14.4
-4.4
-1.4

.1

1.0
•1.3
•.9

(•a)
(.a)

.1

.7

.1

stone

1931-33 1934-36 1931-33 1934-36

Pet.
7.8
8.0
7.7
7.2
6.3
6.1
5.5
(•)

(•)

5.2
5.6

-35.2
-17.0
-14.3
-11.8
-9.5
-8.0
-6.5
(*)

(•)

-3.9
-7.6

-20.3
-9.5
-13.9
-9.3
-6.0
-4.9
-3.6
(•)

(•)

.4
-2.2

Metals

Pet.
11.0
11.2
11.2
10.1
10.4
8.1
11.8
•9.7

•12.0

10.5
10.2

-28.4
-12.8
-10.6
-7.8
-11.4
-4.9
-5.3

•-3.

1

(*)

-3.1
-6.9

-12.3
-1.9

.3

1.6

3.6
3.1
6.3
•6.5

•12.0

8.2
5.4

8.3
7.1

7.2
7. 1

6.4
7.3

-42.8
-20.6
-15.6
-13.3
-10.8
-^9.3
-7.4
-7.5
-3.0

-30.7
-13.6
-9.9
-7.8
-6.3
-5.6
-3.7
-4.0
-.6

Pet.
13.7

12.7
12.6
12.3
12.7
12.0
11.1

9.8
10.9

-30.3
-14.0
-10.3
-8.6
-7.2
-6.3
-6.1
-4.5
-1.2

-4.6

-8.2
2.2
4.4

5.6
6.4
7.2
6.8
6.1

8.2

•See special note.
» See special note.

Special Note.—To avoid disclosure in Statistics of Income it is sometimes necessary to group certain
size classes. The number of classes it is necessary to group varies from year to year, industry to industry,
and as between income and no-income companies. In order to achieve "income" to "no-income" as well
as interperiod consistency and at the same time to present the finest possible asset size break-down for each
period, it has been necessary to show 2 classes groupwd figures, a so-called "minimum'.' referring to the asset

class ratios marked with an "a," and the so-called "maximum" referring to the asset cla.ss ratios marked
with an asterisk ('). Within a given industry the "classes grouped (maximum)" figures cover the same
asset classes from period to period and from income to no income companies.

Source: Statistics of Inco*me. Figures are averages of the annual ratios.

Epstein and Paton Affirm Otherwise.

At this point let us interrupt the analysis of the Statistics of Income
data long- enough to consider the conclusion of two other writers on
profitability and size, which appears on the surface to disagree with
that formulated here. Ralph C. Epstein, in Industrial Profits in the

United States," classified the 1924 and 1928 profit ratios of 2,046

" A publication of the National Bureau of Economic Research, this book analyzes the result? of a statis-

tical study Epstein made for the Department of Commerce and published in Source Boo': for the Study
of Industrial Profits (1931). An identical sample nf corporation income tax returns, including 2.04d manu-
facturing companies, was pulled from the Bureau of Internal Revenu;- files for the years 1919-2S, and the
financial data thereon specially tabulated by the Bureau of the Census. No analysis is. presented in the
Souice Book, and ne'thcr there nor in the National Bureau publication is any description given
of how the study -originated, how the sample was drawn, why the tabulations made were selected,

and how the work was carried on. Evidently the desire to treat the data in strictest confidence resulted in

these omissions.
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manufacturing corporations by size of capitalization. He then con-
cluded that

—

beyond question, among manufacturing corporations of all sizes of capital from
$26.0,000 to over $50,000,000, the smaller corporations earn profits at higher rates
than the largest ones * * * (p. 132).

W. A. Paton, in Corporate Profits as shown by Audit Reports,'^

classified the 1927-29 profit ratios of 341 identical manufacturing
companies by size of assets. He then reached

—

* * * the apparent conclusion that by and large in the period covered the
high-earning companies are those with assets of $200,000 or less rather than the
large companies * * * (p. 76).

The conclusions of these men will be considered in turn.

Epstein drew his sample from the income-tax returns filed wdth
the Bureau of Internal Revenue. The figures apply to 2,046 manu-
facturing corporations in 1924 and again to the same firms in 1928.
The companies are classified into seven total capital classes from
"under $500,000" to "$50,000,000 and over," total capital being taken
equal to funded debt plus net worth. Two profit ratios are given.

The first is the ratio of net income to capitalization, which corresponds
in general to our ratio of compiled net profit to net worth. The
second is the ratio of net profit before payment of interest (estimated
bond interest) to total capital. It is this latter ratio which Eptsein
emphasizes, but the difference between the two is slight in each size

class and in each of the 2 years. Both of them are presented in table

12, which is essentially a reproduction of Epstein's table 26.

The data in Statistics of Income, unfortunately, cannot be classified

b}^ size of capital. How^ever, for the years 1931-36 it is possible to

ascertain the average amounts of total capital and of total assets held
by manufacturing corporations in each of nine asset classes. A
calculation of these average capitals and average assets for 1935 reveals
that the former run about three-fourths of the latter. The only
exception is in corporations below the $250,000 level, when net worth
plus funded debt runs between a half and three-quarters of total

net assets. There are slight differences if one considers income
companies separately from no income corporations, the capital-to-

assets ratio of the former rimning above, and that for the latter run-
ning below, the all companies percentages. Epstein's capital class

of "under $500,000" therefore probably corresponds with the first

four Statistics of Income asset classes combined (i. e., to $50,000,
$50,000 to $100,000, $100,000 to $250,000, $250,000 to $500,000) and
some part of the next asset class ($500,000 to $1,000,000). Similarly,

the other capital classes will overlap the asset classes somewhat, while
two of Epstein's capital classes ($1,000,000 to $2,499,999 and $2,500,-
000 to $4,999,999) are virtually comprehended bv one of the asset

classes ($1,000,000 to $5,000,000). Such discrepancies are so slight,

however, that it would probably be no distortion of the comparison
to group the smallest four asset classes in Statistics of Income together
and then line up the asset classes directly with the capital classes.

Since the small concerns are admittedly underrepresented in Epstein's
sample—firms with total capital under $250,000 constitute less than
2 percent of the total number in each year '^ —a good argument can

'2 Also a Kational Bureau of Economic Research publication, based on confidential reports in the flies

of members of the American Institute of Accountants.
" Epstein'.s Industrial Profits, footnote on p. 132. In the universe covered by Statistics of Income in

1936, firms with assets under $50,000 constitute, in number, SI percent of all manufacturing corporations.
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be made for omitting altogether from the discussion the three smallest
asset classes in Statistics of Income.
A glance back at charts 3 and 4 should convince even the skeptical

reader that whether the four smallest asset classes were combined or
the three smallest sloughed off, the ratio of compiled net profit to net
worth for all manufacturing corporations still progresses upward with
asset size over the period 1931-36 and in each of the years 1932 and
1936. Moreover, this ratio corresponds to Epstein's income to capi-

talization figures presented in table 12, the movement of which is

regressive with capital size.

In order to correspond roughly with Epstein's ratio of profits (before

bond interest) to total capital (including all liabilities except current
items), we present in table 13 the ratio of compiled net profit (before

tax) plus all interest (both long and short term) to total assets. Bond
interest is not segregated from short-term interest on the income-tax
returns and Epstein's methods of making the segregation seems to

be a potentially dangerous refinement.'^ Therefore no attempt has
been made here to introduce the segregation; and under these cir-

cumstances it has seemed more reasonable to take total assets rather
than total capital as the denominator.
The resulting ratios are presented in table 13 for total manufac-

turing over the periods 1931-33 and 1934-36, for income companies,
no income companies, and all companies. For the present, attention
is directed to the all companies column: The ratio of compiled net
profit plus interest to total assets is also progressive with asset size.

It rises in the first period from 13.2-percent loss in the smallest class

to 1.8-percent profit in the largest; and in the second period from 3.7-

percent loss to 0.6-percent profit. This conclusion persists whether
we combine the four smallest asset classes or lop off the three smallest
classes. This profit ratio is definitely larger for the big than for the
small corporations. Moreover, the progression is regidar, the only
exception being the 1934-36 averages for the two largest asset classes.

Table 12.

—

Epstein's sample: Earnings rates, 2,046 manvjacturing corporations by
capital classes, 1924 ond 1928

Capital classes

Under $500,000
$500,000 to $999,000
$1,000,000 to $2,499,000...
$2,500,000 to $4,999,000...
$5,000,000 to $24,999,000..
$25,000,000 to $49,999,000
$50,000,000 and over

1924

Number
of corpo-
ratioas

230
461
596
310
315
68
66

Percent
income

to capital-
ization

20.4
17.9
15.6
13.1

9.8
13.0

Percent
profits 1

to total

capital

20.3
17.7
15.4
12.9
9.5
12.6
8.1

1928

Number
of corpo-
rations

187
376
607
351
376
67
82

Percent
income

to capital-

ization

20.3
13.6
13.8
14.3
10.0
12.3
10.6

Percent
profits

'

to total

capital

20.2
13.4
13.6
14.0
9.7
11.8
9.8

1 Including estimated long-term interest.

Source: Epstein, Industrial Profits in the United States, p. 133.

1* See the appropriate appendix to Industrial Profits for an explanation of Epstein's adjustment. After
deriving what he considers a representative bond interest rate, he applies this to the funded-debt figure

and obtains thereby estimated long-term interest. Such an overall percentage seems not only dangerous
to employ, but is akso derived from the experience of large companies. It appears that there might be
significant differences in such a percentage between large and small corporations, while the incidence of

default probably also varies by asset size.
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The contrast between this picture and that portrayed by the profit

to total capital column in Epstein's tabulation (see table 12) is as

distinct as that between his income to capitalization and our compiled
net profit to net worth (cf . supra) . Both are contrasts which require
explanation.

The two sets of figures cover different time periods. Epstein's data
refer to 1924 and 1928, while the Statistics of In'come figures cover
the years 1931-36. There seems to have been nothing which hap-
pened between 1928 and 1931, however, which could have completely
reversed the trend of the profit ratios with size of corporation.

Since both sets of data are drawn from the same basic source

—

Federal income-tax returns—it must be that the characteristics of the
corporations on which the tables are based dift'er. Since, further, the
Statistics of Income tabulations include practically all reporting cor-

porations—almost 90,000 manufacturing corporations as compared
with Epstein's 2,046—there must have been something about the
Epstein sample which creates the discrepancy.

It will be recalled that Epstein's sample consists of identical firms,

that is, for a corporation to qualify for inclusion in the 1924 sample
it had also to be in existence in 1928. W. C. Mitchell, in his intro-

duction to Industrial Profits, admitted that Epstein's sample has a
substantially lower proportion of no-income companies than report
to the Bureau of Internal Revenue. He concluded that "if the latter

vastly larger body of returns is fairly representative of average experi-

ence, then the present sample trends to overstate profits" (p. 19).

This seems to offer the cUie to the discrepancy. If we consider
only the income companies in our tabulations, it is true that the profit

rate is somewhat regressive with size. Reference to chart 3 reveals
that the ratio of compiled net profit to net worth (corresponding to

Epstein's income to capitalization) for income companies alone is

shghtly higher (around 11 percent) for the small companies than for
the large (around 9% percent). The same thing can be seen from
table 13, which corresponds roughly to Epstein's ratio of profit to
total capital: The ratio, for income companies only, of compiled net
profit plus interest to total assets is slightly regressive.

Table 13.

—

Ratio of compiled net profit plus interest ' to total assets, for total manu-
facturing classified by asset size, income and no-income companies, 1931-33 and
1934-36 averages

Asset classes

1931-33 average '

Income
companies

No-income
companies

All com-
panies

1934-36 average

'

Income
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We can conclude that Epstein's sample, at least in this one respect,
follows the pattern of profitable companies only, and that his conclu-
sion is therefore applicable only to that group of companies. If all

corporations are represented, quite a different conclusion follows.

Profit rates which are regressive with size for the profitable companies
become progressive when all companies are taken into accoufit.

Let us now turii to Paton's results gained from a study of audit
reports. Through the cooperation of the American Institute of
Accountants with the National Bureau of Economic Research, Paton
had a body of auditor's reports for 700 small- and medium-size cor-
porations covering the years 1927-29. Of this nmiiber, 341 were
manufacturing corporations and hence are of particular interest in
the present instance. In his analysis of the effect of size on earnings,
Paton took 3-year (1927-29) aggregates of the ratio of profits, includ-
ing interest charges (apparently both long and short term), to total

assets. Such 'aggregates—that is, the sum of profits plus interest for
the 3 years divided by the sum of total assets for the 3 years—are
classified into five asset classes. Paton's resulting ratios for 1927-29
are set forth in table 14, alongside 1931-36 Statistics of Income
figures'made as comparable as possible. The size classes are roughly
similar and the same definition of profitability has been followed.

The contrast between the regression of Paton's ratios and the pro-
gression of the ratios for all companies under Statistics of Income can-
not be denied. In Paton's sample the companies under the $500,000
level average around 1 1 percent while those over that level are not
much above 8 percent. In the Statistics of Income figures the pro-
gression is consistently upward from 2.4 percent loss for the smallest

class to a 3.3 percent profit for the lairgest.

Table 14.

—

Percentage return ' on assets by asset size: Paton's sample 1927-29
and Statistics of Income universe 19S1—S6

[Ratio of 3-year and 6-year aggregates, respectively]

Paton's Sample, 1927-29 (341 manufacturing
companies)
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the 3 )^ears. Colonel Rorty, in a note to the N. B. E. R. publication

(p. 77) comments that "the smaller concerns perhaps more often

fail—and firms in positive distress have perhaps automatically been
excluded from the reports * * * a true average of all small

concerns might show different figures." In addition, one might infer

that those firms which had their books audited would probably be
the better companies.

This leads us to the suspicion that Paton's sample follows the

pattern of the more profitable concerns, and this suspicion is abetted

if iiis ratios are compared with the income companies column under
Statistics of Income (see table 14). If only firms making a profit

are considered, the Statistics of Income ratios are also regressive with
size, falling—not too persistently—from almost 9 percent in the small-

est class to 7.5 percent in the largest.

We may conclude that Paton's sample, like Epsteins,' represents

primarily the profit-making companies, and that his conclusion respect-

ing profitability classified by size applies to that class of corporations.^^

If one considers the profitable corporations, as Paton does, earning

rates are modestly regressive with size; if one considers all corporations,

as Statistics of Income does, the profit pattern becomes definitely

progressive with size.

Officers' compensation a qualifying factor.

It is well known that compensation of officers, a sizable amount in

the profit-and-loss statement of any concern, is particularly important
in the case of small corporations. Moreover, in the case of such
manufacturers, officers' compensation may consist not only of return
for the managerial and labor function, but also of return on capital

and for entrepreneurial risk-taking. In the large corporations the

returns for these different functions are probably more clearly dis-

tinguished as between salaries, wages, dividends, interest, and rent.

Hence one might argue that a profit ratio which included not only
interest but also co.mpensation of officers would be more consistent as

between large and small corporations. Of course, the relative im-
portance of the labor contribution of the officer of a small corporation
is a qualifying factor, for in large corporations this contribution is

deducted as a cost (wages) before determining even gross profits.

From Statistics of Incom.e it is impossible to classify, for manufactur-
ing corporations by asset size, the amount of compiled net profit plus

interest plus officers' compensation (henceforth called, loosely, gross

profit). Recourse to the Source Book of Statistics of Income, how-
ever, gives us the additional break-down, making possible the ratios of

gross profit to total assets which appear in table 15 for all manufac-
turing companies, income companies and no-income companies.

" Paton's sample may underrepresent the very small companies, while it is possible that differences in
accounting procedures lead to part of this discrepancy in profit rates. For example, the auditors may allow
more depreciation for the big companies than the B. I. R. regulations permit, and may not have allowed
certain expenses for small corporations which they normally deduct on their income-tax returns. It would
be surprising, however, if such difTerences actually accounted for all the divergency in trends. The fact

of the matter seems to be that Paton's sample is characterized by the more profitable companies.
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Table Ib.^Ratio of compiled net profit plus interest plus officers' compensation
to total assets, for total manufacturng classified by asset size, income and no-
incorrie companies, 1931-SS and 1934-36 averages.

Asset classes
Income

companies

1931-33 average

No in-

come
All com-,
panies

1934-36 average

'

Income
companies

No in-

come
All com-
panies

to $50,000
$50,000 to $100,000
$100,000 to $250,000
$250,000 to $500,000
$500,000 to $1,000,000

$1,000,000 to $5,000,000..

$5,000,000 to $10,000,000.

$10,000,000 to $50,000,000

$50,000,000 and over
All companies

26.9
19.0
15.3
12.8
11.4
9.4
9.3
7.5
6.1
8.0

-4.5
-3.2
-4.1
-4.1
-4.4
-4.4
-3.7
-3.8

3.3
3.4
2.2
1.7
1.3
.5
1.0
.6

2.0
1.5

31.9
21.8
17.7
15.2
13.8
11.4
10.5
9.2
8.0
10.3

-1.5
-2.2
-1.9
-1.5
-1.0

.5
-.5

15.5
11.8
9.8
8.8
8.2
7.3
7.0
6.3
5.7
6.9

1 Averages of annual ratios.

Source: Statistics of Income and Source Book.

Instead of the upward progression of the profit rate with increasing

size—a trend found in the profit to capital ratios—we have here a
regression of the ratio of gross profit to total assets with asset size

(see table 15). This regression is not so pronounced as the aforemen-*
tioned progression, but it is nonetheless distinct. In the first period,

1931-33, for all manufacturing companies, the gross profit ratio falls

from a level of 3.3 percent and 3.4 percent in the two bottom classes to

0.6 percent in the $10,000,000 to $50,000,000 category. An exception
to this tendency is the top class, $50,000,000 and over, which has a
relatively high ratio of 2 percent. Regression also appears in the
gross profit ratio for all manufacturing companies in the 1934-36
period. The regression here covers the whole size class range, falling

from 15.5 percent registered by the to $50,000 asset class and
proceeding without interruption to a low of 5.7 percent for the

$50,000,000 and over group. That the smaller manufacturers have a
higher gross profit ratio than the large firms is plain from these data.

Up to the $250,000 asset size these firms are definitely more profitable

—defining profits in a gross sense to include not only interest paid but
also compensation of officers—than above that level. However, the
smallest class is the most profitable in only one period, that distinction

being shared by the next size class in the other period. In addition,

the top class was least profitable only in 1934-36; that position was
held by the $1,000,000 to $5,000,000 class in the eariier period.

If we consider income companies separately from no-income firms

(see table 15) the regression is found for the former in both periods

and for the latter in the second -period. The gross profit ratio of the
no-income group in the 1931-33 period hovered around the 4 percent
loss level in all size classes except the largest, which had a significantly

smaller loss of 0.8 percent. In this one case some progression could be
inferred from the fact that the smallest and largest size classes had the
largest and smallest losses, respectively.

If we consider now the gross profit ratios for the five industrial

subgroups (see table 16), we can see that this regression found for all
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manufacturing exists also in each Industry. It is less marked in some
(e. g. food, stone) than in others (e; g. textiles, metal), but it can be
discerned in each.

Table 16.

—

Ratio of compiled net profit plus interest plus officers' compensation to

total assets for 5 manufacturing subgroups classified by asset size, income and
no-income companies, 1931-33 and 1934-36 averages 1

Asset classes

Food

1931-33 1934-36

Textiles

1931-33 1934-36

Lumber

1931-33 1934-36

Stone

1931-33 1934-36

Metals

1931-33 1934-36

INCOME COMPANIES

to $50,000..
$50,000 to $100,000
$100,000 to $2,'i0,000-

$250,000 to $500,000
$500,000 to $1,000,000.

$1,000,000 to $5,000,000....

$5,000,000 to $10,000,000...

$10,000,000 to $50,000,000 .

$50,000,000 and over
Classes grouped
All companies...

NO-INCOME COMPANIES

Classes grouped.
All companies...

ALL COMPANIES

Classes grouped.
All companies...

22.

17.

14.

13.

12.

8 9.

UO.
2 8.

2 10.

-3.9
-2.4
-3.1
-2.4
-2.7
-4.1
(»)

«
(')

-2.3
-2.4

4.7
5.2
4.5
5.0
5.4

23.5
(?)

(')

(2)

5.9
6.7

27.6
20.2
16.7
15.4
14.1

2 13.0
2 11. 1

(2)

(?)

10.8
11.7

1.9
.0

-.8
-1.2
-1.3
(2)

(2)

(2)

(2)

.0
-.2

12.7
10.7
9.5
9.4
9.5
(2)

(»)

(2)

(2)

9.3
9.4

33.4
22.0
16.3
13.1

10.3
8.4

2 6.0
(2)

(2)

5.4
1

34.6
22.0
17.3
14.0
12.1
9.2
(2)

(')

(2)

7.2
10.4

-4.4
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remuneration in their position as ofl&cers.^^ Probably this officers'

compensation in the sm.all com.panies is an overpaym.ent for the m.an-

agerial function, som.e part of it being, economically, return on capital,

and another part wages. Without ownership and m.anagem.ent being
separated in fact, it is im.possible to segregate their respective rem.uner-

ation. In an analysis of the influence of asset size of com.pany on
profitability, consideration only of the rate of profit on capitalization

is biased in favor of the big com.panies. The gross profit ratio is needed
as a qualification of the other ratio; unfortunately it is too far rem.oved
from, the concept of "end result" to present a com.plete picture all by
itself.

LARGE CORPORATIONS

One of the peculiar advantages of using m.aterial for identical cor-

porations rather than for a varying num.ber of corporations is that

interyear com.parisons are thereby m.ade m.ore revealing. If to this

advantage is added the feature of having available the individual data
for particular corporations in a sam.ple study, it becom.es possible to

derive frequency counts and cross-classifications of the particular

relationship under consideration. The Standard Statistics com.po.T.ite

of 400 corporations covering the period 1927 through 1938, has both of

these advantages. They are illustrated in the accom.panyins table 17

which classifies these corporations according to the size of their profit

ratio in each of the years 1927-38. The definition of profit ratio

em.ployed in this case is the broad one of net profit before fixed charges

to total invested capital. The denom.inator is the sum. of bonded debt
and net worth. Six different size classes of this profit ratio are

employed, ranging from, a 5-percent loss or m.ore, up to a 15-p(^rcent

profit or m.ore. Each of these classes except the open-end classes

covers a range of 5 percent.

The incidence of the depression beginning in the fall of 1929 is

clearly evident from, this table. Even these 400 corporations, the

leading corporations in Am.erica today, were hard hit by the fall in

business activity which com.m.enced in the early thirties and has only
recently given way to recovery forces. In the 3 years of the 1920's

covered by this table the corporations with a loss of 5 percent or m.ore

were negligible in num.ber. In the opening year of the last decade,

however, the m.oney losers suddenly becam.e significant, and by 1932

there were m.ore corporations in the big-loss category than in any other

of the table. The recovery since 1932 has been quite sharp as the

>« On the basis of Statistics of Income it is impossible to test this thesis statistically, hut some support for

it may bo gained from the followine figures showing the average compensation of officers per corporation by
asset size, for total manufacturing in 1936:

Average com-
pensation per

Asset size class:
corpoTotion

to $50.000 $3,981

$50,000 to $100,000 . ^ 8,127
$100,000 to $250,000 _ -. 11,857

$250,000 to $.500,000 - 17,225

.$500,000 to $1.000,000 ._ - - — - 22,913

$1,000,000 to .15.000,000.- ..--: 36,569

$5,000,000 to $10,000,000 66,851

110,000,000 to $50,000,000 107.408

$50,000,000, and over - -- 235.545

Total manufacturing _ 10, 871

Source: Statistics of Income and Source Book. The smallest size corporations probably have no more
than one full-time officer, and a compensation of almost $4,000 would seem sufficient to keep him working
even if he got no dividend return on his equity investment. In the next size class, 2, and in the third class,

3, full-time officers could get as much.
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figures in each of the classes indicate; but the fall again in 1938 also

cannot be ignored.

Table IV.

—

Frequency disirihvtion of profit ratio,^ Standard Statistics Composite
of 400 companies, 1927-38
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characterized as dangerous, and those, whose financial situation is

apparently relatively secure. For the first 3 years of the period, more
than three-fourths of the corporations were in the tolerably secure

category. This proportion fell decidedly in 1930 when only slightly

more than a half were in the safe category. By 1931 only about a
third were in this position, and in 1932 somewhat less than a fourth

could consider their profit situation as financially sound. The recov-

ery from the low of 1932, however, was not only rapid, but persistent.

The year 1933 was up to the 1931 level again, while 1934 was slightly

higher than 1933. In 1935 the proportion was on a par with 1930,

while in 1936 and 1937 almost three-fourths of the corporations were
again in the safe category. The proportion in this category fell again
in 1938 to significantly less than one-half of the total number of cor-

porations, that is to say, almost back to the 1934 level.

So much for the over-all picture presented in table 17. In tables

not presented here for lack of space it is possible to observe which
industries are characterized by the money-losing firms, and which by
the more profitable firms. In 1927 there were only two industrial

groups in which there were firms with a loss of 5 percent or more:
Two makers of autos and trucks and some member of a so-called non-
manufacturing group comprising coal, retail trade, and theaters. In
1928 a maker of auto parts, a sugar producer, and a textile manufac-
turer were the only firms in the 5-percent-loss-or-more category. By
1929 there were several more in that group: Two makers of auto parts,

one of auto tires, one of electrical equipment, one miscellaneous manu-
facturer, and two textile manufacturers. By 1930 practically all in-

dustrial groups in the composite were represented in the sizable-loss

category except advertising and printing, beverages, chemicals^ con-
tainers, food products, machinery, medicine, metals, office equipment,
paper products, railroad equipment, steel and iron, and tobacco prod-
ucts. By the trough of the depression in 1932 there were only six

industrial groups not represented in the 5-percent-loss-or-more cate-

gory: Beverages, containers, medicines, chemicals, paper products,

and shipping and shipbuilding. Of these six, the first three were even
spared inclusion in the O-to-5-percent-loss group. By 1937 the num-
ber of industries represented in the big-loss category had thinned out
noticeably, but the money losers became again more prominent in the
following- year.

One is tempted to draw from these observations conclusions con-
cerning industrial differences in ability to maintain earning power
during business depression. A certain amount of such reasoning on
the basis of the above data is probably warranted, but the reader is

warned that the number of firms in these industrial categories is fre-

quently so small that profitability conclusions based thereon could

hardly be said to apply to the entire industry. Of more significance

are the over-all figures covering the 400 corporations presented in

table' 17.

SMALL MANUFACTURING CORPORATIONS

An interesting picture of the gyrations in profitability for a sam.ple

of srn.all m.anufacturing corporations over the period 1926-36 is pre-

sented in table 18. The profit ratios for all corporations in both the
original sam.ple of 1,000 in 1926 and in the supplem.entary sample of

300 in 1930 are presented in this table. The profit ratio, net income
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tc capital stock, gives a general idea of the earnings of the corpora-
tions based upon the invested equity capital. For a group of large
corporations such a ratio would probably not be as significant as the
one presented in the acconn.panying table for small corporations,
because many large corporations not only use par-value stock but also

are wont to change the stated value of their stock at will.^^ Such ac-

counting m.anipulations are not so frequently encountered in the
financial statem.ents of small corporations, and it is therefore probably
reasonable to associate the capital stock as listed on the balance sheets
of these sm.all corporations with the original investm.ent of the owners
of the enterprise.

The profit ratios in table 18 are broken down into five categories:

More than 5 percent loss, to 5 percent loss, to 5 percent profit, 5

to 10 percent profit, and finally, 10 percent profit or over. The indus-
tries covered are bakeries, men's clothing, furniture, stone-clay, and
m.achine tools and accessories. The totals for each year are subdivided
into firm.s that failed and firms that survived throughout the period
1926-36 in the case of the original sam.ple, and 1930-36 in the case of

the supplementary sam.ple.

The proportion of these sm.all m.anufacturing corporations losing

money is indicated in the third column, percent of total. This pro-
portion for the entire sample hovered around 40 percent for 1926
through 1929, and by 1932 had risen to 86 percent. That is to say,

at the bottom, of the depression 9 out of 10 of these sm.all m.anufactur^
ing corporations were unable to earn any net incom.e on equity capital.

By 1936 profits had sufficiently recovered so that only 45 percent were
in the loss category. In each of the years, 1930-35, more than one-half
of the corporations failed to m.ake money.

In the late 1920's the most profitable industry was m.achine tool,

m.easured in term.s of relative proportion of m.oney makers. In the
year 1926, the tool manufacturers had the fewest m.oney losers, rela-

tively: Furniture m.anufacturers were second high, while bakeries,
m.en's clothing concerns, and stone-clay manufacturers were in the
group with a relatively sm.all proportion of rnoney makers. By 1932
the positions had been reversed, to a large extent. Bakeries were in

the top rank, having the largest relative number of profitable firms.

Men's clothing and machine tools were in the next highest category,
while the stone-clay producers and the furniture m.anufacturers were
in the poorest position. By 1936, bakeries, men's clothing, and
machine tools did equally well. The fumjture group was in the
middle with a one-to-one proportion between money m.akers and money
losers. Stone-clay producers were still in the poor side with less than
50 percent of the corporations making a profit in 1936.
80 m.uch for the relative prop'^rtion between the money losers and

the m.oney m.akers. Now 1 ' us examine the com.position of and shift

in the top group, those m.aking a profit of 10 percent or over. In the
late 1920's, 30 to 40 percent of the total number of corporations were
in the high-profit class. Of the 975 firm.s in the sam.ple in 1926, 352,
or 36 percent, made a profit of 10 percent or m.ore. In 1929, 280 of the
742 firms, that is 38 percent, were in the top profit category. There-
after, however, the proportion fell sharply. By 1932 the 43 firm.s out
of 75S in this category constituted only 6 percent,. The proportion
rose slowly and reached 10 percent in 1933, stayed at about the same
" Cf. table 65 in ch. 5.
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level in 1934, rose to 17 percent in 1935, and finally reached 24 percent
in 1936. This proportion of the firms in the top group in 1936, how-
ever, is still considerably below the proportion enjoying profits of 10
percent or more in, 1926, 1927, 1928, and 1929. The m.achine tool and
accessory m.anufacturers had the largest num.ber relatively speaking
in this top-profit category in 1926, 1928, and 1929. Bakeries held this

position in 1927, 1930-34. Machine tools regained the position in the
last 2 years, 1935 and 1936. As one would expect, the corporations
in the sam.ple which failed som.e tim.e during the period covered pre-
dom.inate in the m.oney-losing group, and the corporations which
survived throughout the period predominate in the m.oney-m.aking
group. Before the depression about 50 percent of the failures and
about a fourth of the survivors were in the m.oney-losing category.
With the onset of poor business in 1930, this spread between the rela-

tive proportions of failures and survivors in the m.oney-losing category
narrowed. By 1932, there were almost the same proportions of each
group in the money-losing category; that is to say, 89 percent of the
failures and 85 percent of the survivors lost money in that year. In
1933 and succeeding years the spread between the groups widened.

It may be observed from the accompanying table that 163 of the 574
failures were in the 10-percent-profit-and-over category in 1926.
When it is recalled that all of these corporations did not fail immedi-
ately—that is, that some of the 163 corporations in the 10-perccnt-
and-over group probably did not fail until 1935 or 1936—the fact that
there were almost a third of the firms that failed in the highest-profit
group in 1926 need not prove startling. The proportion falls con-
sistently as we progress forward to 1936, which jibes with what one
would anticipate. In 1928 a particularly sharp fall occurred in the
number of failures in the 10-percent profit and over category. In the
years after 1930 this group dwindled to a negligible number. The
proportion of survivors in this top-profit class started out in 1926 on
about the same level as the proportion of failures in that category.
In the next 2 years the proportion of survivors in this top class lost

ground pari passu with the proportion of failures in the top class. In
1929, however, the proportion of survivors shot upward to a point
slightly above the 1926 level, while that of failures continued on the
decline. The proportion of survivors in the highest-profit class fell

again until 1932, after which it started rising slightly and by 1936 was
practically back to the 1926 level.

This frequency distribution of the profit ratios for a sample of small
firms is not strictly comparable to that for the large corporations pre-
sented above, since the former ratio is more "net" than the latter.

However, even allowing for this discrepancy, dift'erences between the
proportions of profitable to unprofitable firms appear. Assuming that
the Standard Statistics firms reporting a loss plus those reporting a
profit of less than 5 percent on total invested capital correspond roughly
with the small manufacturers showing a loss on invested equity,'* we
find that a smaller proportion of the large than of the small firms fall

in this category. In 1927 the 22 percent for large firms compares with
the 45 percent for small ones, in 1932 it is 78 percent against 86 percentj,

and in 1936, 26 percent against 45 percent.

" An hypothesis probably biased in favor of the small manufacturers.
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Table 18.

—

Frequency distribution of ratio of net income i to capital stock by selected

industries, sample of small manufacturing corporations, 1926-36

Industry and year

1926

Bakeries -

Men's clothing—
Furniture.
Stone and clay
Machine tools

Total --

Failures.-

-

Survivors-

1927

Bakeries. -
Men's clothing
Furniture
Stone and clay
Machine tools

Total
Failures...
Survivors.

1928

Bakeries
Men's clothing

Furniture
Stone and clay
Machine tools

Loss

5 percent
and over

Total
Failures...
Survivors.

1929

Bakeries
Men's clothing
Furniture
Stone and clay
Machine tools

Total.
Failures..

-

Survivors.

1930

Bakeries
Men's clothing
Furniture...
Stone and clay
Machine tools.

Total ....

Failures...
Survivors.

1931

Bakerie'S
Men's clothing
Furniture -

Stone and clay
Machine tools

Total
Failures ..

Survivors.

1932

Bakeries
Men's clothing
Furniture
Stone and clay
Machine tools

308
238
70

46
69
67
64

56

302
214

Total
Failures..

-

Survivors

.

0to5
percent

277
198
79

213
144

69

64
84
111

90
106

455
232
223

111

109
119

506
213
293

90
93
117

113,
139

552
161

391

103
58
45

i^ercent
of total

102
41

61

102
30
72

Profit

0to5
percent

136
77

59

138

5 to 10

percent
10 percent
and over

125

53
72

no
51

59

114

35
79

100
30
70

352
163
189

Total
number
com-
panies

184
205
200'

190
19©

295
131

164

92
174

975
574
401

167
184
184

182
186

903
501
402

163

i5»
163
156
175

810.

408
402

280
87
1«3

150
133
145
145
169

187
51

136

109
26
83

742
342
400

186
189
188
176
200

390
549

168
156
169
164
195

862
303
549

148
132
142
149

187

758
214
544

1 Net economic income (before any dividends)

.
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Table 18 —Frequency distribution of ratio of net income to capital stock by selected

induUiies, sample of small manufacturing corporations, 1926-36—Continued



CHAPTER III

DIVIDENDS OF AMERICAN MANUFACTURING CORPORA-
TIONS

An analysis of the profitability of corporations, as distinguished from
unincorporated enterprises, is made peculiar by the fact that only a
part of the story is revealed by the net income of the corporate entity.

The rest of the story is not uncovered until we find out how the stock-

holders have fared. The stockholder's fate can be viewed from two
angles—capital and income. He is interested in the marketable values
of his investment as well as in the income flowing from his holdings.

Analyst? of the former requires information on stock quotations, which
exist fol" only a modest proportion of the corporations covered in this

survey and are readily available for still a smaller fraction. Analysis
of the latter requires information on dividend disbursements, which is

available, in ranging degrees of detail, for all the corporations in the
Statistics of Income and Standard Statistics compilations. This sec-

tion will be concerned with this latter segment of the problem, and is

limited to cash dividends, stock dividends being ignored. The mate-
rial will first be presented for all manufacturing corporations and then,

in more detail, for the 400 large corporations. Fmally, some of the
factors influencing dividend policy will be singled out for special

treatment.

ALL MANUFACTURING CORPORATIONS

Two aspects of the dividend picture are covered in Statistics of
Income. One concerns the proportion of earnings which American
manufacturing corporations pay out to their stockholders in the form
of cash dividends. The other is the ratio of this return which the
stockholders receive in .cash (i. e., cash dividends paid) to the total

equity of the shareholders in the corporations (i. e., net worth). It is

convenient in calculating the former, so-called disbursement, ratio, to

consider only those corporations wliich make a profit, for otherwise
we would get problematical negative ratios from dividing cash divi-

dends paid by net loss suffered.^

Table 19 presents the disbursement ratio for the years 1926-36, for

all manufacturers making a net profit and for each of the five sub-
groups. Over the entire period the whole group disbursed about
three-fourths of their profits, after Federal incom.e taxes, in the form
of cash dividends on preferred and common stock. In textiles the
proportion was 62 percent while in lumber it was 78 percent. Tem-
poral variation in this ratio is greater than spatial, running for all

manufactures from 56 percent in 1926 to 105 percent in 1932. The
lumber group had the widest amplitude of fluctuation, varying from
34 percent in 1933 to 109 percent in 1930, while stone was next with

1 A table giving the disbursement ratio for all rompanles comb'ned (i. e., Income and no-income firms)
is presented below, primarily by way of illustration.

43
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a low of 51 percent in 1928 and a liigh of 123 percent in 1932. Food
had the most stable ratio, varying from 55 percent in 1926 to 96 per-
cent in 1932. The disbursement ratio usually reached a high level in
the early stages of depression, because the stability of dividends is

greater than that of net income. It must be remem.bered that as soon
as a corporation shows a loss it is not included in table 19, even though
many such corporations continue to pay dividends. Since this dis-
hursement ratio comprehends both preferred and common shares, its

bottom level is relatively high because of the strong pressure to pay
preferred dividends if any profit at all is miade.

Table 19.

—

Ratio of cash dividends paid to compiled net profit (after Federal tax)
for total manufacturing and 6 subgroups, income companies only, 1926-36 ^
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Table 20.

—

Ratio of cash dividends paid to compiled net profit (after Federal tax)

for total manufacturing classified by asset size, income companies only, 1931-36 '

Asset classes 1931
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companies for the years 1931-36 is presented in table 23. Since this

ratio is a derivative of two ratios previously discussed (i. e., dividends
paid to compiled net profit and compiled net profit to net worth), it

will be considered in relatively brief compass here.^

Manufacturing corporations over the period 1926-36 paid to their

preferred and common stockliolders cash dividends equivalent to

5.2 percent of the total owners' equity. One industrial group, food,
paid out distinctly more than this percent, 7.7 percent, while lumber
paid out much less, 2.9 percent. Textiles and stone were also low,

while metals was about average. Cyclically the ratio varies directly

with business activity, being high in prosperity and low in depression.

The all-manufacturers ratio hit a pre-depression high of 6.3 percent in

1929, fell to 2.7 percent in 1933, and then reached an all-time high of
7.5 percent in 1936. Each of the industry groups showed all-tiroe

peaks in 1936 except lumber, and even this exception would be elim-

inated if the secular decline in lumber's ratio were removed. This is

some evidence, even though not conclusive, that the undistributed
profits tax influenced the dividend policy of these manufacturing
corporations in the direction of increased disbursements relative to net
worth. We have already seen (supra, table 19) that there was such
an increase relative to compiled net profits.

Table 22.

—

Ratio of cash dividends paid to net worth, for total manufacturing and
subgroups, 1926-36
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to largest brackets, and the lowest by one of the three bottom brackets.

The persistence of the upward progression of this ratio even when
we consider only those corporations making a profit gives cause to

wonder whether samples such as Epstein's and Paton's would not also

show that stockholders in large corporations receive a higher cash
return on their total equity (even though these same corporations are
accused of having inflated surpluses) than do the smaller manufactur-
ing companies.

In support of our previous observation that the undistributed profits

tax exercised an effect on dividend policy, we have the fact that the
income companies in every size class but one—$10,000,000 to $50,000,-

'

000—had a higher ratio in 1936 than in any preceding year back
through 1931; no-income companies had lower ratios in 1936 than in

1935 in every size class, and only in 1933 was their average standing
as low as the 1936 figure of 0.7 percent. The fact that the very large

corporations showed a smaller relative increase in dividends than the
small companies may also be evidence that the undistributed-profits

tax bore less heavily on the big firms with large accumulated surpluses.

Table 23.

—

Ratio of cash dividends paid to net worth for total manufacturing,
classified by asset size, income, and no-income companies, 1931-36

Asset classes

Income companies:
Oto $50,000
$50,000 to $100,000
$100,000 to $250,000 _-

$250,000 to $500,000
$600,000 to $1,000,000... -_

$1,000,000 to $5,000,000-...
$5,000,000 to $10,000,000...

$10,000,000 to $50,000,000,.
$50,000,000 and over
All companies. . _

No-income companies:
Oto $50,000
$50,000 to $100.000
$100,000 to $250,000
$250,000 to $500,000.
$500,000 to $1,000,000
$1,000,000 to $5.000,000
$5,000,000 to $10,000,000...
$10,000,000 to $50,000,000..
$50,000,000 and over
All companies

All companies:
Oto $50,000
$50,000 to $100,000
$100,000 to $250,000
$250,000 to $500,000-
$500,000 to $1,000,000
$1,000,000 to $5,000,000
$5,000,000 to $10,000,000...
$10,000,000 to $50,000,000-
$50,000,000 and over
All companies

1931 1932 1933 1934 1935 1936 1931-33' 1934-30' 1931-361

4.2
4.2
4.9
5.4
6.2
6.0
8.0
7.2
8.9
7.7

1.8
1.3
1.3
1.4
1.5
1.7
1.9
2.1
3.9
2.8

2.8
2.5
2.8
3.0
3.3
3.3
4.3
4.4
6.0
4.8

6.2
4.2
4.3
4.8
6.2
6.6
6.8
6.1
6.8
6.3

.8

.7

.8

.9
1.0
1.2
1.1

1.6
2.1
1.6

1.6
1.6
1.6
1.9
2.2
2.3
2.8
2.9
3.6
3.0

3.0
2.0
2.5
2.7
3.2
3.6
4.5
6.7
4.6
4.4

.6

.4

.4

.5

.5

.9

.7

1.4
1.0
1.4
1.6
1.9

2.2
2.7
3.3
2.9
2.7

5.9
4.0
3.7
4.7
5.9
6.6
6.1
6.9
6.1

6.2

.7

.5

.4

.7
1.6
.9

1.1
.9
1.6
1.2

3.1
2.3
2.2
3.0
4.2
4.4
4.3
47
4.1
4.1

4.2
4.0
4.7
5.3
6.3
6.6
7.8
8.4
6.6
6.9

1.2
.4
.6
.7
.8

1.1

1.0
1.4
7.2
3.2

2.7
2.5
3.1
3.7
4.5
4.9
6.0
6.6
6.7
6.8

7.4
8.1

,8.4

8.1
8.3
8.1
8.6
8.4

.7

.3

.6

.7

.6

.7

.7

.7

.8

.7

4.6
6.6
6.4
7.0
6.9
7.0
7.3
7.4
8.0
7.6

4.1
3.6
3.9
4.3
4.9
6.1
6.4
6.3
6.7
6.1

1.1

.8

.8

.9
1.0
1.2
1.3

1.4
2.3
1.7

l.fl

1.7
1.9
2.2
2.6
2.6
S.Z
3.5
4.2
3.6

6.8
6.4
6.7
6.3
6.9
7.0
7.4
7.8
7.1
7.2

.9

.4

.5

.7
1.0
.9
.9

1.0
3.2
1.7

3.6
3.5
3.9
4.6
6.2
5.4
5.9
6.2
6.3
5.8

6.0
4.4
4.8
6.3
6.0
6.1
6.9
T.l
6.0
6.7

1.0
.0
.7
.8

1.0
1.0
1.1
1.2
2.8
1.7

2.7
2.6
2.9
3.4
3.8
4.0
4.6
4.9
6.2
4.7

1 Averages of annual ratios.

Source: Statistics of Income.

LARGE MANUFACTURING CORPORATIONS

The dividend record of all manufacturing corporations in aggregate
terms has already been presented on the basis of Statistics of Income
tabulations. The purpose of the present section is to present a more
intensive analysis of the dividend experience of a sample of large

manufacturing corporations. The Standard Statistics sample used
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for this purpose covers the period 1927-38 and permits an analysis

not only of aggregate ratios, but also of the frequency distribution of
particular ratios depicting the size of the dividend disbursements.
These frequency counts are made possible by the fact that for the
Standard Statistics sample we have the dividend records for each
particular corporation, whereas, for the Statistics of Income tabula-
tion, we have the dividend records only for all corporations combined,,
classified by industry groups. The present plan is to outhne, first,

the number of corporations paying common-stock dividends in cash
in each of the years 1927-38, based on the Standard Statistics sample;
second, the ratio of dividends paid to common stock and surplus, by
years and by periods for all companies in the sample; third, the ratio

of dividends to common stock and surplus by years and by periods
for the corporations in the sample paying dividends; fourth, a fre-

quency distribution of the size of the dividend rate of return in each
year by corporations in the sample classified by industries; fifth, the
stability of the dividend payments by these corporations; and finally,

certain factors influencing dividend policies. Stability is here con-
sidered not only in terms of the number of years but also the number
of consecutive years during the period in which a particular corpora-
tion paid dividends.

The ratio of dividends to common stock and surplus, used in this

analysis, gives a general picture of the return on total equity received
by the common stockholders. It is not a rate of return on original

invested equity, for two reasons. The denominator of this ratio

includes surplus, some portion of which is composed of retained earn-
ings and another portion of which may be composed of revaluations.
In addition, the common stock included in this denominator may or
may not correspond with the actual investment, depending on
whether it is par or no-par and if the former, on whether par value
has been changed. However, the figure used in this analysis does
give an idea of the rate of return on the total equity as shown by the
books of the company.

The quantitative picivre.

Table 24 shows the number of corporations in the Standard Sta-
tistics sample paying dividends by- years. Of the total sample, three-
fourths paid dividends during the years 1927-30. The proportion
paying dividends during the years 1932-34 was somewhat less than
one-half. In 1937 the proportion was up to three-fourths and in
1938 down to something over one-half.

It may seem somewhat surprising that, considering only these
400 large and relatively successful corporations, the proportion pay-
ing dividends in any one year is at no time larger than three-fourths.
On the other hand, at least two-fifths of them are found to be paying
dividends in the trough of depression.
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Table 24.—r-Vumber of corporations paying dividends in each year from 1927 to

1938 in the Standard Statistics composite of 400 corporations by industry
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not strictly comparable in that the 5.2 percent relates to both pre-
ferred- and common-stock dividends and to net worth while the 5.7

percent covers only common-stock dividends and common stock plus
surplus. However, if preferred-stock dividends for total manufactur-
ing averaged over the period 5 or 6 percent, the record for the Statistics

of Income universe would seem to be about as good as that for the
sample of 400 large corporations.

Table 25.

—

Average ratio of common dividends paid to common stock and surplus
for Standard Statistics composite of 400 corporations by industry and by periods
1927-29, 1930-S3, 1934-38, and 1927-38
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In the depression years 1930-33, the rankmg was as follows:

Percent

Medicines.. 23.

Tobacco 8. U
Food products 7. 7

In the recovery years 1934-38, the companies in the three highest
and three lowest ranks were:

Percent

Textiles 2.

Steel and iron 2.

Tires 1. 3

Percent

Medicines 17. 3
Tobacco 10.

Leather 9. 5

Percent

Railroad equipment 2. 4
Advertising 2. 2
Tires 1.1

The nonmanufacturing industrial groups have been excluded in
arranging these brackets. Had they been included, coal would have
fallen in the small percentage group in every period and theaters in the
recovery period.

Two different types of trends are primarily exhibited by the 28 in-

dustries in the sample. Fourteen of them exhibit a downward trend
from prosperity to depression and upward from depression to

recovery.
A declining trend over the entire period is shown by 11 industries.

The beverages and container industries are unusual by reason of the
fact that they exhibit an upward trend in the ratio of cash dividends
paid to common stock and surplus over the period 1927-38. The re-

maining industry, shipping and shipbuilding, records a trend that
is higher in the depression period than in either the prosperity or
recovery years. The trend exhibited by all 400 companies, as pointed
out above, is from a high point in 1927-29 to a low point in 1930-33
back to a point midway between the previous high and the current
low in 1934-38.

A break-down of the dividend return by years reveals not only in-

teresting differences in the amplitude of fluctuation, but also serves
to spotlight the crucial years as far as dividend experience is con-
cerned. Starting out with a ratio of 6.8 percent in 1927 (see table
26), the total sample of 400 companies increased the aggregate rate
of dividend return on total stockholders' equity to 7.4 percent by
1929. The percentage fell abruptly thereafter to a low point of 3.1

percent in 1933. The subsequent rise carried the figure to 7.7 per-
cent in 1937, but a decline to 4.8 percent occurred in 1938. The
ratio, for all 400 companies, of common dividends paid in cash to
common stock and surplus jumped from 4.4 percent in 1935 to 7.3
percent in 1936, probably in part representing the effect of the un-
distributed-profits tax. The fact that the ratio remained at a level
of 7.7 percent in the succeeding year, which is above that attained
in any previous year of the period, is also evidence of a strong factor
influencing dividend disbursements. Not only did the entire sample
of 400 companies make its best showing in the 1936-37 biennium,
but also seven of the' mainly manufacturing groups and one of the
nonmanufacturing groups made their best dividend records, speaking
in aggregate terms, in this period. The sharp depression drop of the
ratio for all companies occurred mainly in 1931 and 1932. The ratio
fell from 6.9 percent to 5.8 percent from 1930 to 1931, and from 5.8
percent to 3.8 percent from 1931 to 1932.

259845—40—No, 15-



52 CONCENTRATION OF ECONOMIC POWER

Table 26.

—

Average ratio of common dividends paid to common stock and surplus

for Standard Statistics composite of 400 corporations by industry, 1927-38
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a recovery period rise in the dividend record for this industry is

singular.

Industries characterized by a relatively wide range from high to

low are, in order, medicines with a range of 19.3 percent; household
products, 17.8 percent; office equipment, 11.5 percent; and auto
parts, 10.1 percent. The manufacturing industries characterized by
a small fluctuation, in absolute terms, are tobacco, the percentages
for which over the entire period covered a range from high to low of

3.3 percent; food, 3.7 percent; and textiles, 3.8 percent. Also in this

group with small fluctuations are two mainly nonmanufacturing in-

dustries—coal with a variation from high to low of 2.4 percent and
retail stores with 4.9 percent.

Thus far in the analysis of the dividend record of the Standard
Statistics composite, we have been considering all corporations in-

cluded in the sample, regardless of whether they paid dividends.

The picture for the companies paying dividends is, however, weighted
heavily by the companies not paying dividends. In order to ascer-

tain the relative amount of the cash dividends paid by those com-
panies disbursing dividends in a particular year, the following two
tables are presented to correspond with the preceding ones covering
all companies.
Table 27 presents the rate of return for the dividend-paying com-

panies in the sample of 400 companies, by industry and by periods,

and reveals that this rate is higher for the sample of companies paying
dividends than for the preceding sample of all 400 companies (includ-
ing those not paying dividends). The break-down of these industries
into three highest and the three lowest, however, corresponds remark-
ably closely with that presented for the preceding tables covering all

corporations. In the 1927-38 period, beverages replace tobacco in

the group paying a large amount of dividends relative to net worth
while, railroad equipment and oil intrude themselves into the low
group, if the sample is limited to dividend payers. In the prosperity
period chemicals and fertilizers replace truck manufactures in the high
group and steel and iron producers replace tire manufacturers in the
low group if one changes from an over-all picture of all 400 firms to
the selected group of dividend-paying companies. Similarly, in the
depression period, the food products industry replaces the leather
industry in the high bracket while no change is undergone in the low
percentage groups. In the recovery period beverages again displace
tobacco in the high percentage group, while textiles and advertising

.

replace building supplies and railroad equipment in the bottom three
industries. Finally, as far as the trends over the 1927-38 period are
concerned, limiting the tabulation to the dividend-paying companies
decreases from 11 firms to 10 the group with a declining trend and
increases from 14 companies to 15 the group with a declining and then
rising trend over the period. In the increasing trend group, paper
replaces beverages, while in the group reaching a high point in the
depression year, shipping and shipbuilding replaces theaters, if one
limits oneself to the dividend-paying companies and compares the

]

experience with corresponding percentages for all companies in the
sample of 400.
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Table 27.

—

Average ratio of common dividends paid to common stock and surplus

for dividend-paying companies in the Standard Statistics composite of 400 cor-

porations by industry and by periods 1927-29, 1930-33, 1934-38 and 1927-38

Advertising, printing, and publishing
Automobile trucks -

Automobile parts --

Automobile tires -

Beverages - -

Building and real estate

Chemicals, fertilizer

Coali
Containers
Eiectric equipment and radio
Food products
Household products -

Leather, shoes .--

Machinery -

Medicines, drugs --

Metals - ---

Miscellaneous securities

Office and business equipment
Oil producing and refining

Paper and paper products
Railroad equipment
Retail trade ' - -.

Shipping and shipbuilding
Steel and iron
Sugar products and refining

Textiles and apparel
Theaters and pictures' '.

Tobacco products

Number
of com-
panies

Common dividends paid to common
stock and surplus

7.6
12.1

11.4
6.0
10.8
7.2
12.2
8.1
5.8
9.2
10.4
20.2
9.4
7.4

33.1
10.0
7.0
9.9
6.2
4.3
6.8
8.4
5.4
5.3
6.2
7.3
6.1
10.7

6.0
7.3
8.9
4.3
9.5
4.8
9.1

6.4
6.6
6.2
9.8
11.2
7.8
6.0

27.1
4.1
5.3
9.4
4.5
5.6
4.9
6.7
5.1
4.1
4.6
4.7
7.4
9.7

1934-38
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Table 28.

—

Average ratio of common dividends paid to common stock and surplus

for the dividend-paying companies in the Standard Statistics composite of 4OO

corporations by industry, 1927-38
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Tablk 29.

—

Frequency distribution of the ratio of common dividends paid to common
stock and surplus, Standard Statistics composite of 400 corporations, 1927-38

ALL 400 COMPANIES
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the zero group again rises to the top, the 1 to 5 percent group falling

to second place.

It is rather surprising to observe that in certain of the years a
sizable proportion of the companies, in some years more than 10
percent, pay out dividends greater than a fifth of the total stock-
holders' equity. Five years of such dividends would mean that the
stockholder has gotten back his entire equity in the concern.
The final table in this group is designed to give some insight into

the stability of the dividend payments of these companies. Table
30 is divided into two groups, the first of which gives the number of

companies in each industry paying dividends 1, 2, 3, and so on up to

12 years out of the period, and aIso the number of companies failing

to pay dividends in any year of the period. The right half gives the
number of companies in each industrial group paying dividends a
specified number of consecutive years, the number of consecutive years
ranging from up to 12. It is apparent that the number of corpora-
tions which paid dividends 12 years out of the period will correspond
exactly with the nurnber of corporations whi6h paid dividends in 12
consecutive years; similarly, the zero classes in the two sides of table

30 will correspond.



58 CONCENTRATION OF ECONOMIC POWER

,_,.^C^^O»00>WC^'-'»0'^C^0C'^C»3'*CCCJi-<TrC5C^»-'CCMi-'O

OOC^OOO«OOOC^O'HOOOOOOOOM<000 — OtH

OOOO^OOOOO'-IOOOOOOOOO'-'OOO'-ICOO

-<oooooooooooo^oooooooooooooo

O'TfOOO'-IOOOOO'-lOOOOOOOOO'-'OOO-HOO

i-'O^^OOOOOOOOOOOOOOOOOOOOOOOOt-*

^wir^^O»0C^OOCCfC'HOWO'-<'-HOC^OOC^O^^»0O'

C^lTf<eO'-tC<lTf*0'-«»-<^^^HO^OOO?C»0»O^HC*DM*-"000»OON

,-n-(C^^O'^000*-*0^'-'C<lf-<-^»OO^^r-<COOWi-(^'-(0

OOW^'-tOOOO»-*^^'-^^CCO»-'CO'-tOOO'-"C^'~<»-''^00

oomc<ioo>0'HOOi'-H-Hoo«o»-'c<>0'HO'-"0'-i'-'0^oo

OOC*3f-HO'-tOOOCpC<IOOOO'-tOOOOOO'-<00,000

oc^oc^ooc^i-^j^O' HONcOO'-lOONOPa'HtO'-<'H

f-f^co«-HO^':>C5C'ic^*-i»CTj<coXT»«c»3'^eoc^^'^OJC^^coco'-*o

oo'^O'-iMcoooo'oO'-i'^O'-i'-iO'-iO'Hnio—ir-ccoO'-H

^ocoooooooe-i'-HOOooN'-'i-i'-ioO'-icc^-^c^oo

C^O»0000'~tCO^OWf-i«OC^»-tcCCOOOO'-''^0^0'-t

OrtC<l—ii-cN(MO'-iOO"-'0'-iOC>3iOOC^OC^«OOOC^OC^

OeJ—lO"-HNNOOO>ONO'-lO'Hrt»-<NOOCOOM'-iNO'H

i-lMO»-iOMOOOi—OC<IO>OON"-'"-l.-li-loOOMO"-lOO

i-i—iNNi-Hooooo-^ooc^r-n-ii-iO'-i'-i^-^OMoe^oo

i-irtOOO'-lOOO'-'Om—<NOIMMOOOC^'-i'H"0'J>-HO

OOMOOroOOOOi-i'-HOOO'-l—coOOOO'-'O'H.-loO

00'-lC«)OC<IO'-iO-H"-iOOMC—"e<>0'-00 0-Hr-<OC<500

OOCO'HO'-iOOOOC^OOOOOOOOOOO'^OOOOO

oe^ocaooN'^O' *OC^COO'-*OOCSOC^'-<«Oi-Hf

S 0(3.2
a t- 5 a

'C H t- «>

—252
.s c o c
? £ S c
?< c o c> t-J *- *-
•C 3 3 S

as
ffl.S-

a. 3J:r

u>

bo

S3 '5

.1= o a>

II, a

sill's-
qT) 23 O ^ fc-i:i|ll:-|i:g||||S,

>og5o = o3«ajo.22K_ O.-- «.

ca L. o I

r^ O 3 P o

-b;x:2 3 »H£

n
3 a
3 tH

§§

C3—

.

O 3
03 Ua ffl

^5



CONCENTRATION OF ECONOMIC POWER 59

Considering, first, the left half of the table, on the number of years

dividends were paid, we find that only 34 companies out of the entire

400 failed to pay dividends in any year out of the period. On the

other hand, 118 of the companies paid dividends in all 12 years and

32 companies paid dividends in 11. The most popular range for the

dividend payers was that from 4 to 9 years out of the period. In each

of these categories 25 or more companies are to be found. Every

company in the advertising group paid dividends in 4 years or more

out of the period; in the beverages group, 5 years or more; in the con-

tainers group, 8 years or more; in the railroad-equipment group, 4 or

more; and in the tobacco group, with one exception, 7 or more years

out of the period. In the medicine group 1 company paid dividends

for 5 years and the remainder for all 12 years, while in the paper group,

all companies paid dividends in 5 or more years out of the period.

Turning now to the right-hand side of the table we find that, except

for the extremes where 34 companies paid no dividends in any year

and 118 companies paid dividends in every year of the period, the

most popular stretch of consecutive years was 5, with 80 companies

falling in this group. The stretch of 4 consecutive years was next

high with 47 companies and that of 6 consecutive years was third

high with 38 companies. If one excludes from consideration those

companies paying dividends in all 12 years out of the period, relatively

few companies paid dividends in more than 6 consecutive years. This

seems due to the timing of the depression. If a company paid divi-

dends in 1927 and continued through to 1932, it would have paid

dividends 6 consecutive years. Most companies had difficulty in get-

ting beyond the year 1932 with their dividend disbursements. Paying

dividends out of surplus can be carried on only a certain number of

years after profits fail, not indefinitely. Moreover, if a company

should get into the black sufficiently by 1934 to start paymg dividends

and continue paying through 1938, it would fall into the 5-consecutive-

years group. The companies' which managed to get into the group

paying dividends more than 6 consecutive years over the 1927-38

period established an enviable record, if the average for these 400

companies may be considered as normal.

The controlling Javiors.

Students of corporation finance have speculated at length on the

factors which influence the decisions of corporate management con-

cerning dividend pohcy. The layman generally feels that dividend

policies of corporations are determined largely by profits and surplus,

while scattered comments have been made in this report that the

undistributed-profits tax may have influenced the amount of dividend

disbursements. There is considerable evidence for the popular con-

ception. Large corporations with a relatively stable income are

famed for the^consistency of their dividends, while during the depres-

sion it was emphasized that many corporations were apparently pay-

ijig dividends out of surplus, not out of profits.

General support for the popular belief concerning the influence of

profits on dividends has been implied in tables already presented m
this report. Table 23 showed that the ratio of cash dividends paid

to net worth for all manufacturing corporations filing income-tax re-

turns increased with asset size, while chart 3 illustrated that the ratio
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of net profit to net worth also increased with asset size for the same
corporations. Therefore we may infer that the more profitable firms

pay more dividends than the less profitable companies. In a table

to be presented in another chapter, showing the ratio of surplus to

net worth for the same group of all manufacturing corporations, we
find that the larger corporations have a higher ratio ; that is, they

have a relatively large surplus. This testifies to the concomitance of

large surplus with large dividends.

Although few writers seem to have emphasized the point, another

factor which gives every indication of exerting a significant influence

on the decision of corporate managers to pay or not to pay dividends

is the liquidity position. That is to say, a corporation cannot pay
dividends in cash unless it has sufficient cash, or assets which can be

readily converted into cash, to permit such a payment. One might
therefore expect the payment of cash dividends on common stock to

be influenced somewhat by the liquidity position of the corporation

in question. The liquidity factor is one which could operate without
specific or necessary reference to profits or the surplus position. That
is to say, it is possible for a corporation to show a nice profit and to

have a sizable surplus, but still be without adequate cash resources

for the payment of dividends. In order to ascertain whether there

seems to be any effect exercised by the liquidity position of a company
upon its dividend policy, table 31 was constructed to show a cross-

classification of the disbursement ratio with the liquidity ratio. The
disbursement ratio gives the proportion of cash dividends paid on
common stock to net income available for such dividends. Two
separate categories are distinguished: Those with and those without
net income available. The former are divided into three groups:
Those paying no dividends, those paying up to half of their income in

dividends, and those paying more than half. The next group is di-

vided into those paying and those not paying dividends. The liquid-

ity ratio, with which the disbursement ratio is cross-classified, has for

its numerator cashTand-equivalent-plus-receivables, and for the de-

nominator, current liabilities. Cash-and-equivalent-plus-receivables

is construed to mean cash, marketable securities, and trade receivables.

Three size classes of this ratio are depicted in the table—under 2,

2 to 6, and 6 and over, sometimes referred to in this report as low,

medium and high. Within each liquidity class we have the number
of companies and the percentage that this number bears to the total

number in that liquidity class. If the liquidity ratio has no eflFect

upon dividend payments, and if random influences are eliminated by
size of sample, one would expect these percentages, reading horizon-

tally, to be similar. Consider, for instance, those companies with a
net income but paying no dividends. If the liquidity position of a
company exercises no effect upon its dividend policy we would expect
to find the same percentage of the companies in this particular category
in each of the liquidity classes. That is to say, we may consider the
percentages in the total column under each year as "normal," or what
one would expect if liquidity had no effect upon the disbursement ratio.

By comparing the percentages for each liquidity class with the per-

centage for all companies without respect to liquidity position, we are

enabled to draw certain conclusions concerning the apparent effect of

liquidity upon dividend policy.
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Table 31.

—

Cross-classification of disbursement ^ and liquidity ^ ratios for Standard
Statistics composite of 4OO identical companies, 1927-38

Disbursement ratio •

Liquidity ratio
'

Under 2
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Table 31.

—

Cross-classification of disbursement and liquidity ratios for Standard
Statistics composite of 400 identical companies, 1927-38—Continued

Disbursement ratio

Liquidity ratio

Under 2

Num-
ber

Per-
cent

2 to 6

Num-
ber

Per-
cent

6 and up

Num-
ber

Per-
cent

Total

Num-
ber

Per-
cent

Companies with net income available
Paying no dividends --.

Paying 1 to 50 percent of income..
Paying 50 percent and over

Companies without net income:
Not paying dividends
Paying dividends

Total

Companies with net income available:
Paying no dividends _

Paying 1 to 50 percent of income..
Paying 50 percent and over

Companies without net income:
Not paying dividends
Paying dividends

Total

Companies with net income available
Paying no dividends
Paying 1 to 50 percent of income..
Paying 50 percent and over

Companies without net income:
Not paying dividends
Paying dividends

Total

Companies with net income available:
Paying no dividends.
Paying 1 to 50 percent of income..
Paying 50 percent and over

Companies without net income:
Not paying dividends
Paying dividends

Total

Companies with net income available
Paying no dividends
Paying 1 to 50 percent of income..
Paying 50 percent and over..

Companies without net income:
Not paying dividends
Paying dividends

Total

1932

5
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Table 31.

—

Cross-classification of disbursement and liquidity ratios for Standard
Statistics composite of 4OO identical companies, 1927-38—Continued

Disbursement ratio

Companies with net income available:
Paying no dividends
Paying 1 to 50 percent of income..
Paying 50 percent and over ,

Companies without net income:
Not paying dividends
Paying dividends.

Total

Companies with net income available:
Paying no dividends
Paying 1 to 50 percent of income...
Paying 50 percent and over

Companies without net income:
Not paying dividends
Paying dividends ,

Total

Liquidity ratio

Under 2
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Less than this percentage are in the low Hquidity ratio class, more than

this percentage are in the 2 to 6 liquidity ratio class, and less are in the

6 and over class. Even this mixed result, however, is some evidence

of the influences of liquidity on the payment of dividends. Now let

us consider the companies without a net income available for common
stock dividends in 1927. Ignoring the liquidity position, 8 percent and
1 percent are the relative proportions of those not paying and those

paying dividends. If one takes into account liquidity position, however,

the proportion of those with a small liquidity ratio not paying and pay-

ing dividends are 15 percent and percent, respectively. That is to

say, no corporations without a net income available for dividends paid

dividends unless their liquidity ratio was at least as high as 2 to 1. In

the liquidity ratio class of 2 to 6, 1 percent of the corporations with-

out a net income paid dividends and in the liquidity class of 6 and over,

3 percent of the corporations without ajiet income available paid

dividends. This is what a thesis that liquidity influences dividend

payments would lead one to expect.

A similar picture can be observed for 1932. The percentages for

the companies not paying dividends in the under-2 liquidity class are

larger than the percentages for the same group of companies in the

total column. Similarly, considering the companies paying a large

amount of dividends, the percentage in the under-2 liquidity class is

smaller than in the total column. This jibes with our thesis. The
companies with a net income available paying 50 percent and over
in the form of dividends in 1932 constitute 31 percent of all com-
panies. Only 18 percent of the firms in the low liquidity group as

contrasted with 36 and 33 percent, respectively, in the medium and
high liquidity groups, fall in this category. Similarly, it can be ob-
served that dividend-paying companies without a net income are

rarely in the low liquidity group, whereas, those without a net income
and not paying dividends are relatively concentrated in the low
liquidity group. That is to say, the depression does not seem to have
mitigated the effect which liquidity position apparently exercises on
dividend policy.

In 1936 the liquidity position, even in the face of the undistributed
profits tax, still seerhed to exert its influence on dividend payments.
The companies with a net income paying no dividends constituted 18
percent of the total number of all companies. Introducing the liquid-

ity break-down reveals that 23 percent of those with a poor liquidity

ratio, and 15 and 12 percent, respectively, of those in the medium and
high liquidity ratio groups had a net income but paid no dividends.
The income companies paying a relatively large amount of dividends
were also concentrated, relatively, in the high liquidity classes.

The latest year for which the necessary figures are available, 1938,
still finds the liquidity ratio exercising its apparent influence upon
the dividend policy of corporations. The picture in this year is similar
to that for the preceding years. The corporations paying dividends in
sizeable amounts are relatively concentrated in the high liquidity
classes and those not paying them are dominated by the low liquidity
firms.

The evidence seems to show that liquidity exercises some influence
on dividend policy. It can also be shown, although perhaps less con-
clusively, that the current ratio exercises a similar influence on divi-
dends. A cross-classification corresponding to that contained in table



CONCENTRATION OF ECONOMIC POWER 55

31 has also been constructed ^ using the current ratio—i. e., the ratio

of current assets to current liabilities—and a remarkably similar pic-

ture is found. Companies without a net income available and not
paying dividends are relatively concentrated in the low current ratio
group while such companies paying dividends are generally those with
a high current ratio. There is some evidence, however, that the in-

fluence of the current ratio on dividend policy is slightly less marked
than that of the liquidity ratio.

« But not included in this report, for lack of space.





CHAPTER IV

WORKING CAPITAL ' OF AMERICAN MANUFACTURING
CORPORATIONS

Thus far we have been concerned with the end results of the opera-

tion of American manufacturing corporations, with their net profits

and dividend disbursements. Such figures catch the popular fancy;

some of their more obvious characteristics are w^ell known to the

average reader, and much of the current polemical literature on social

conditions is concerned, explicitly or implicitly, with them.
There is another body of corporate financial data which is less well

known to the lay reader than the profits data, but which is neverthe-
less of crucial importance in the financial analysis of business ente^ -

prises. Reference is had to the figures on working ^ and fixed capital,

some of which wUl be presented in this and the following chapter.

The value of such financial data has become recognized relatively

recently by business-cycle analysts. They have long been followed

closely by bankers and credit men, while managers of business enter-

prises have always been accustomed to use them as guides in the formu-
lation of their poHcies.

Because the working capital and fixed-capital ratios are of more
technical than general interest, they will not be discussed here in as

much detail as that accorded the profits figures. The aim is to give

the reader a broad picture of the working- and fixed-capital positions

of all manufacturing corporations in the aggregate and then of samples
of large and small manufacturing corporations in particular.

QUANTITATIVE MEASURES

With respect to working capital, attention will first be focused on
quantitative measures of its magnitude, and then on qualitative

measures of its utilization. The present distinction between quanti-
tative and qualitative measures, although clearly cut, is not that
between measurable and nonmeasurable. In the present instance both
are naturally quantitative. But the former refers to ratios using only
balance-sheet items, while the latter refers to the turn-over ratios

using the sales item. The former shows the magnitude of the working
capital, the latter the rapidity of its utilization.

It is important to remember that these worldng-capital ratios for

manufacturing corporations are not adapted to refined analysis.

Aside from the fact that the number of firms represented varies from
year to year,^ the dollar figures themselves are as of the end of a

12-month period rather than averages over 12 months. This last

' Working capital is here construed in its broad sense and refers to all tbe items of current assets and cur-
rent liabilities. The narrow definition of working capital—denoting the difference between current assets
and current liabilities— is here called net working capital.

' Except in the material presented on the sample of large manufacturing corporations.

%7
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factor vitiated somewhat the profit ratios, as pointed out above, be-

cause the capital taken as the denominator was not all available during

the year covered by the income figure in the numerator. Since ele-

ments of working capital are usually subject to more fluctuation,

especially within a year, than the fixed capital, this factor is of even

more importance in this and the succeeding chapters. All one can say

about working-capital ratios computed from annual figures is that

they show the position at a point of time, each point of time being

separated by 12 months. Nothing definite or evien probable can be

inferred about the position between these points of time; the end-of-

year standing may represent window dressing, or an unfavorable posi-

tion resulting from purely temporary factors. Working-capital

figures which were an average of the actual level at the end of each
month during the year, or which were analyzed on a monthly basis,

would be much better suited to refined analysis.

All Manujacturing Corporations.

Probably the best known of the working-capital indexes is the

current ratio. Being the number of times current assets equal current

Uabilities,^ it gives a good picture of the short-run solvency of an
enterprise. Its theoretical significance stems from the fact that

current assets are subject to shrinkage while current liabiHties are not,

and for a firm's financial position to be safe current assets should
exceed current liabilities enough so that the potential shrinkage of the
former would not imperil the company's ability to meet the latter and
hence remain solvent. One should not, however, attach much sig-

nificance to the absolute level of working-capital ratios; their trend is

more revealing, by reason of the fact that different conditions deter-

mine what is a satisfactory ratio for each particular company. In
addition to the variation among satisfactory ratios within an industry,
there are also marked differences among industries. W. C Schluter *

has effectively singled out some of the "factors that make for a
wide difference in the requirements and management of working
capital as between any two industries or individual enterprises" as
follows:

1. Nature of goods dealt in—type of industry.
2. Location of firm in relation to the markets in which it buys

and sells.

3. Financial connections.
4. Integration and agreements with other enterprises.
5. Relative stability or instability of demand.
6. Manufacturing period.

7. Terms of sale and purchase.
8. Potential and actual competition.

The current ratios over the 1926-36 period for all manufacturing
corporations reported in Statistics of Income and for all the corpora-
tions in the five selected subgroups are given in table 32. In addition
to the annual ratios, this table also contains averages of the annual
figures for the prosperity period 1926-29, the depression period
1930-33, the recovery years 1934-36, and the entire period 1926-36.
These figures emphasize the high current ratio maintained by these

• More strictly: The number of times current'liabilities divide into current assets. Since this is usually
greater than I, the ratio is not converted to percentages. For Statistics of Income current liabilities do
not include accrued expenses; for the other sources they do.

* Credit Analysis, p. 242. This is a standard work which has proved helpful in much of the present
analysis.
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manufacturing corporations in bad years as well as good ones. In no
year do current assets fail to cover twice the current liabilities for

all manufacturing corporations and for each of the industrial sub-
groups. In only one industry, lumber, is the coverage consistently

and significantly below 3 to 1. This is surprising when one considers
that "no income" as well as "income" companies, Uquidating as well

as expanding firms, failures as well as successes, are all grouped
together in the figures which make up these ratios. These figures

undoubtedly conceal considerable dispersion among the current ratios

for particular firms making up these aggregates, but that they could
come out on an average basis as high as they do is striking.

The trend of these ratios indicates that these companies in the
aggregate had failed by 1936 to restore their current position of 1933,
not to mention that of 1929 and 1930. This was true for total manu-
facturing and for each of the subgroups except textiles and lumber.
The undistributed-profits tax may have resulted in some weakening
of the cash position in 1936. But the fact that for the total and for

every industry except stone-clay, the 1935 ratio is less tharj, that for

1936 lends support to the argument that other factors were probably
more important. The major weakening of the current position did
not occur until after 1933, except in the case of lumber, when the drop
occurred in 1932, and in the case of textiles, which exhibited a sur-

prising stability over the entire period.

Table 32.

—

Current ratio for total manufacturing and -5 subgroups, 1926-^6

Year Total man-
ufacturing
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short-term borrowing. The rise m current assets over the 1934-36

period was matched by an increase in current Habilities.

The highest current ratio, of more than 4 to 1 over the 11-year

period, was registered by the metals group; the poorest, of shghtly

more than 2 to 1, by lumber. Total manufacturing and the other

industrial subgroups clustered about the 3-to-l level. Without
attributing undue importance to these inter-industry differences, it is

perhaps safe to say that the relatively low ratio' of the lumber group is

not wholly dissociated from its poor earnings position which was
described in chapter 2.

The current ratios for aU manufacturing corporations combined,

classified into nine asset size classes, are presented in table 33 for each

ot the years 1931-36 and for the periods 1931-33, 1934-36, and
1931-36. The differences between the size classes seem large and
consistent enough to be significant: the larger firms have a higher

ratio, almost 4 to 1, than the smaller, about 1.4 to 1. The biggest

ratio, however, is not always found in the largest size class: in 4 years

out of the 6-year period the highest ratio was shown for either the

$5,000,000 to $10,000,000 or $10,000,000 to $50,000,000 classes. In

every year, the smallest size class had the lowest ratio, and in general

the upward progression of the current ratio with asset size is persistent

and regular. Concomitant with their higher ratio, the larger com-
panies also underwent a relative weakening of their current position

after 1931. Current assets declined while current liabilities remained
constant. The ratio of the smallest size group remained remarkably
stable (even though distressingly low) throughout the period, whUe
the ratios for the ne:^t three size groups ranging up to the $500,000
level actually rose slightly over the entire period, current assets

proving more stable than current liabilities. That is to say, so far

as the absolute level of the current ratio is concerned, the larger

firms seem to be in the better position; but so far as the incidence of

the depression is concerned, the smaller ones seem to have fared the

better.^ Even considering the greater decline in the current ratio of

the big corporations, their position was still better—if one may label

a higher ratio as "better"—than that of the smaller companies. The
best showing of all, however, seems to have been recorded by the

medium-sized corporations. Their current ratio was not only high
enough to be satisfactory, but also strong enough to withstand the

ravages of business depression.

Table 33.

—

Current ratio for total manufocturing, classified by asset size, 1931-36

Asset classes
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The current ratio is one of the best indicators of the working
capital position of business eilterprises. The picture it portrays,

however, is not complete, and other ratios are needed to round it out.

One of these is the net working capital to net capital assets ratio, of

which industry figures are presented in table 34 and a size break-down
of total manufacturing in table 35. Other such ratios are the various
turn-over indicators which will be presented next in order.

Net working capital is the difference between current assets and
current liabilities, and indicates the amount of current items which
would be remaining if all the current debt were paid off. The ratio of

net working capital to fixed assets compares the amount of net working
capital with amount of investment in plant; that is, it sets forth the
uses to which the corporations are putting their capital. Changes in

this ratio indicate not only greater or less reliance on short-term
credit—either bank or mercantile— to provide working capital for

production operations, but also changes in control over working
capital needed to keep the plant going.

Table 34.

—

Ratio of net working capital to capital assets for total manufacturing
and 6 subgroups, 1926-36

Year
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The facts that manufacturing corporations as a group maintain over

a long period about three-fifths as much net working capital as they

have invested (net) in fixed plant and equipment and that different

industries require varying proportions of working capital are significant

conclusions to be drawn from table 34. The all manufacturmg pro-

portion is nearer two-thirds in good times, but falls off to less than

pne-half in 1932. Net working capital and fixed assets both declined

in the depression years, the former falling off the more. In the

recovery years 1934-36 net working capital increased while fixed

assets remained constant. The textile group is characterized by an
exceptionally high ratio; in 1936 they had almost a dollar of net

working capital for every dollar of net investment in land, plant, and
equipment. Concurrently with their high ratio, however, the textile

companies also had a wide amplitude of fluctuation: in 1932 their

ratio of 55 percent was under that for the food group, while their

11 -year average was 80 percent. The stone group is marked by the

lowest ratio, around 40 percent in good years and as low as one-

quarter in 1932. Close to the bottom, and characterized by less

vitality than that for the stone group, is the net working capital to

net capital assets ratio of the lumber companies. This industry was
the only one which by 1936 had failed to recover its pre-depression

level. In fact, all the other divisions except the stone group had more
than regained their 1926-29 standing by 1936.

The emphatic response of this ratio to the recovery movement is in

contrast to the sluggishness of the current ratio (cf. supra). The
stability of the current ratio was due to commensurate increases in the

current assets and current liabilities. This would nevertheless make
for an increase in net working capital—-i.e., a widening of the spread
between current assets and current liabilities—which, when compared
with the relatively constant amount of fixed assets maintained in

these years, would show a rising net working capital to fixed assets

ratio.

Interesting asset-class differences in the net working capital to

capital assets ratio for total manufacturing are revealed by table 35,

Up to the $5,000,000 asset level there is a definite upward progression

of this ratio with asset size, over the 1931-36 period, from 40 percent
to over 60 percent. Above that point the ratio is regressive. In
only 1 year, significantly enough 1934, do the largest firms have the

highest proportion of working capital. In the first 2 years the
$500,000 to $1,000,000 class topped the list, while in ,the remaining
3 years the $1,000,000 to $5,000,000 class ranked first. In every year
the lowest ratio, around 40 percent, was recorded by the smallest size

class, while in every year but 1934 the largest class, $50,000,000 and
over, had the next to smallest proportion of working capital. The
recovery all along the line in these ratios since 1933-34 is clearly

brought out.

Comparison of the trends in the current ratio and the net working
capital to fixed assets ratio is revealing. Concurrent declines would
indicate a weakening of position, for the margin between current
assets and current liabilities is decreasing at the same time that the
firms may be having difficulty keeping on hand a supply of working
capital sufficient to permit undertaking large new orders.
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These two ratios for total manufacturing over the period 1926-36
follow:

Year
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was from 4.9 in the prosperity period up to 6.3 in the depression period

back to 4.7 in the recovery period. These large corporations in the

Standard Statistics composite considerably strengthened their current

position in the depression period, whereas the universe of all corpora-

tions was unable to maintain the current position. The large cor-

porations in Statistics of Income, however, had a higher ratio in

depression than in recovery, and if they also had a higher ratio in

depression than in the 1926-29 prosperity years (a question which
we cannot answer from the present Statistics of Income compilations)

,

the large size of the 400 companies would explain the difference in

trend. Perhaps if the Statistics of Income material covered the
two additional years 1937 and 1938 covered by the Standard Statistics

sample, this difference would be modified further.

Table 36.

—

Current ratio ^ for Standard Statistics composite of 400 corporations, by
industry and by periods 1927-29, 1930-83, 1934-38, and 1927-38

Industry

Advertising, printing, and publishing
Autos and trucks
Auto parts
Auto tires

Beverages
Building and real estate
Chemicals, fertilizer

Containers.-
Electric equipment and radio ._._

Food products
Household products
Leather shoes .

Machinery
Medicine, drugs
Metals
Miscellaneous securities.
Office and business equipment
Oil producing and refining
Paper and paper products
Railroad equipment.
Shipping and shipbuilding
Steel and iron
Sugar producing and refining :..

Textile and apparel
Tobacco products

^Tain^y manufacturing
All other companies

All companies

Number
of com-
panies

365
35

4.1

3.5
4.2
4.8
8.2
6.2
7.S
5.3
5.7
4.2
7.1
6.0
6.4
4.1

3.8
4.8
6.4
4.9
2.8
7.3
4.6
5.2
5.3
7.2
11.0

5.0
3.6

1930-33 1934-38

6.3
5.3
6.8
8.3
4.8
9.2
10.2
6.0
8.8
5.7
10.0
10.5
11.1
4.5
2.9
5.8
8.4
5.4
4.9
9.9
5.5
6.8
5.7
9.8

20.1

6.4
4.1

6.5
3.4
4.3
5.4

4.3
6.4
4.7
7.1

7.4
6.8
4.0
4.0
5.1
5.9
3.7
3.2
7.1
4.9
5,3
5.8
4.9
11.5

4.8
4.3

1927-38

5.8
4.0
5.1

6.2
5.5
7.4
8.1
5.1
7.0
4.9
8.1
8.1
8.1
4.2
3.6
5.2
6.8
4.6
3.6
8.1
5.0
5.8
5.6
7.1
14.2

5.4
4.1

' Current assets to current liabilities, the latter including accrued expenses.

Source: Standard Statistics.

The highest current ratio in the Standard Statistics sample was
recorded by the tobacco industry. This ratio of over 14 is exceptional.
The next highest ratios were recorded by the chemical and fertilizer,

railroad equipment, household products, leather and shoe, and ma-
chinery industries. These were around the eight-point level. The
lowest current ratios for the industries covered by the Standard
Statistics sample are in the paper and paper products industry and
the metal industry. Both of these industries had a ratio of 3.6 over
the entire period, but even this low ratio is higher than that recorded
by all manufacturers in Statistics of Income, namely 3.2. Other
industries in the Standard Statistics composite near the bottom rung
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of the current ratio ladder are auto and truck manufacturers and
medicine and drug manufacturers.

All of the industrial groups in the Standard Statistics sample except
advertising and printing, beverages, metals, sugar, and the nonmanu-
facturing classifications exhibit a trend over the period similar to that
for the total sample; that is to say, the highest ratio is recorded in the
depression years. In the case of advertising, printing and publishing,
sugar producers and refiners, and the nonmanufacturing classifications

the current ratio rose over the entire period. In the case of the bev-
erages group, the ratio actually fell over the entire period, while in^

the case of the metals group the ratio was lower instead of higher in

the depression years 1930-33.
Table 37 illustrates the dispersion of the current ratios for each of

the 400 companies in the Standard Statistics sample. In each of the
years 1927-38 only a modest fraction of the companies—4 to 9 per-
cent—had a current ratio less than 2, while in several years—par-
ticularly the depression years—over half the companies had current
assets which were at least 6 times their current liabilities.

Table 37.

—

Frequency distribution of current ratio, * Standard Statistics composite
of 400 corporations, 1927-38

Year
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Statistics and the Statistics of Income ratios. The trend of the pro-

portion of working to fixed capital is also the same in both sets of

data. It falls from a high, in the case of Statistics of Income, of 65.6

percent in 1926-29 to 51.2 percent in 1930-33 and then rises again to

62.9 percent in 1934-36. In the case of the Standard Statistics group

the ratio falls from 64 percent in the period 1927-29 down to 53 per-

cent in the period 1930-33 and then rises to 57 percent in the period

1934-38; that is to say, both sets of data show that corporations have

a smaller proportion of working relative to fixed capital in depression

years than in prosperity years.

Table 38.

—

Ratio of net working capital to net property account for Standard Statis-

tics composite of 399 corporations,"^ by industry and by periods, 1927-29, 1930-33,

1934-38, and 1927-38

Industry
Number
of com-
panies

1927-29 1930-33 1934-38 1927-38

Advertising, printing, and publishing
Autos and trucks -.

Auto parts
Auto tires --

Beverages ----

Building and real estate -.-

Chemicals, fertilizer

Containers -

Electrical equipment and radio.
Food products. -

Household products
I;eather shoes -.

Machinery , ..-

Medicine, drugs
Metals --.-

Miscellaneous securities. -..

Office and business equipment
OH producing and refining
Paper and paper products
Railroad equipment
Shipping and shipbuUding
Steel and iron
Sugar producing and refining

Textile and apparel
Tobacco products -

Mainly manufacturing. ^

All other companies

All companies

Percent
92
97
80
112
193
56
80
44

261
71

99
264
173

326
34
72

233
45
16
69
35
32
72
127
626

Percent
115

84
203
50
68
40
179
66
79

240
166
240
23
57
163

37
27
48
25
26
56

101

726

Percent
159
97
99
102
277
59
66
50

194

83
97

277
181

257
29
63
127
34
28
42
32
30
56
105

Percent
128
94
85
99
232
55
70
45
206
74
92

262
174
268
28
63
166

37
24
51
30
29
60
109

736

365
34

64

1 The sample is composed of 400 corporations, but it was impossible to compute this ratio for one of them,
Oppenheim Collins store.

Source: Standard Statistics.

In the industrial break-down of the net working to fixed capital ratio

for the Standard Statistics composite, the tobacco group stands out
prominently. Its ratio of 736 percent for the period 1927-38 is far

above that for any other group. The other ratios vary from the low
of 24 percent for paper and paper products to 268 percent for manu-
facturers of medicines and drugs. Other industries in the group with
a high ratio of, say, 200 percent and over, are leather and shoes, bever-

ages, and electrical equipment and radios. Others in the low group,

say, 50 percent or less, are metals, shipping and shipbuilding, oil pro-

ducing and refining, steel and iron, and containers. These last indus-

tries are generally characterized by heavy investment in fixed plant,

so one would expect a lower ratio of working to fixed capital. The
high ratio reported by tobacco is to be explained on the grounds of
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relatively high inventory holdings,^ The other high ratios, reported
by medicines and drugs, leather, beverages, and electrical-equipment
producers, seem somewhat more logical.

We have seen that the trend of this ratio for the period is down,
then up; that is, the ratio is relatively high in the prosperity years
1927-29, low in the depression years, and somewhat higher again in

the recovery years 1934-38. This trend was also found in the Statis-

tics of Income compilations. In the Standard Statistics group 16 in-

dustries and the so-called mainly nonmanufacturing group follow the
pattern for all 400 companies. Four industries have a rising trend
over the entire period : Tobacco, paper producers, beverages, and ad-
vertising, printing, and publishing. Five had a declining trend over
the entire period: Chemical and fertilizer, office and business equip-
ment, oil producers and refiners, railroad equipment, and sugar pro-
ducers and refiners.

Notes payable.—Since the banking holiday in 1933, and even before,

there has been considerable discussion concerning the decline of the
commercial bank loan. Some commentators have been known to

attribute much of the former weakness in our banking system, and
much of the banking system's inability to earn satisfactory profits,

to the decline of their short-term advances to industry, particularly,

and to trade. Most tabulations of corporate financial data do not
show a break-down of current liabilities into notes payable and
accounts payable of the enterprise. Even those which do show such
a break-down rarely give the added desirable information of whether
the notes payable are to banks, to trade, or to others. In fact, corpo-
rate reports themselves failed to give this last-mentioned break-down
imtil the institution of the Securities and Exchange Commission's
regulations for the financial statements of registered American corpo-
rations. However, the S. E. C. materials giving a break-down of

notes into banks, trade and others do not cover a sufficiently long
time period to permit any very satisfactory conclusions to be drawn
concerning a possible decline in bank loans to industry. Therefore,
in order to provide some information on this question, even though
not wholly satisfactory information, the break-down of notes and
accounts payable for the 400 corporations in the Standard Statistics

composite was obtained. The only break-down feasible over the
period 1927-28 was that into notes payable and accounts payable.
Even in the case of this one break-down, it was necessary to assume
that, if the corporation showed no break-down of current payables
on its balance sheet, all of this item consisted of accounts payable.
This is obviously an assumption which would not hold true in every
instance. Assuming, however, that the failure of this hypothesis
to be borne out by the facts did not change considerably over the
period, our general conclusion as to changes in the magnitude of the

notes payable frequency in the case of these corporations may be
tolerably significant. If our discussion is to be related particularly

to the commercial loan it is necessary to assume -further that notes
payable on the balance sheet of a corporation are probably notes
payable to banks. This, too, is not a strictly valid hypothesis for

every instance which may occur. . Assuming again, however, that the

' There is a lot to be said for the thesis that the tobacco group should be included in trade rather than
manufacturing; the argument runs that tobacco companies are more distributors than manufacturers.
Distributors usually have large inventories.
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areas in which this hypothesis are not true do not change greatly over
the period 1927-38, the conclusion we draw from the trend of the
figures may be tolerably significant.

The results obtained from analyzing a frequency distribution of the
break-down into notes and accounts payable of the 400 corporations
over the period 1927-38 are presented in table 39. From this table
several conclusions are obvious. The most important is that in

practically every year out of the period approximately two-thirds of
the 400 corporations in the sample did not use any notes payable for

their working capital. This is undoubtedly an exaggerated figure,

but it gives some idea of the number, of larger corporations which
did not rely on commercial banks for their working capital during
the period 1937-38.
There are certain changes from year to year in this proportion.®

Starting out at 64 percent in 1927 it rose to 69 percent in the next
year and after a slight falling back in 1929, jumped up to 77 percent
in 1930. In the following year it again fell back to slightly under
70 percent and stayed at that level until 1935 when it went into a
decline. This decline was not arrested until 1937 when it hit 58
percent, the lowest over the entire period. In 1938 banks were again
on the short end, 70 percent of the companies showing no notes
payable. It is particularly striking that the lowest percentage was
recorded in 1937, a year when there was a marked expansion in

business activity and also a year when there was alleged in some
quarters to have been a stringencyof bank credit for business enter-
prises. There may indeed have been a stringency in the absolute
sense but there can hardly be said to have been a stringency in the
relative sense when there were more corporations with not es payable
in that year than in any other year of the entire 1927-38 period, if

the experience of the Standard Statistics composite is representative.
Furthermore, the precipitous rise of the ratio in the next year to 70
percent, a proportion as high as that obtained in any other year of
the period, is evidence that the corporations were freeing themselves
from dependency upon bank or mercantile loans for working capital.

» The smallness of these changes, partieularly between the years before and after institution of the S. E. C,
lends support to the belief that this break-down into uotcs and accounts is not far wrong in absolute terms.
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Of those corporations having an item of notes payable among their

current Uabilities on the balance sheet, how many had a relatively

large amount of notes relative to total payables and how many had
a relatively small amount? On table 39 a clue to the answer of this

question is presented by the second and third columns under each
year, which tell how many corporations have notes payable equal to

less than 45 percent of their notes and accounts payable but greater

than zero, and how many have notes payable equivalent to 45 per-

cent or more of their notes and accounts payable. In the first 6 years
of the period—that is, through the trough of the depression in 1932

—

there was consistently a smaller number of corporations in the to

45 percent category. In the next 4 years, carrying the recovery move-
ment which commenced in 1933 up through 1936, the reverse was
true. That is, more corporations having notes payable were in

to 45 percent category than were in the 45 percent and up group.
In the last 2 years covered the break-down reverted to the pre-recovery
picture in which a larger number of corporations had a relatively

large amount of notes payable.
This picture is somewhat surprising. In the recovery period when

one would expect corporations to be drawing heavily upon commercial
loans, we find that the majority of those having notes payable are in

the to 45 percent category—that is to say, those having notes pay-
able do not have a very large amount thereof. This tendency moreover
is unaccounted for by a larger number of corporations being in the
notes-payable category in the recovery years 1933 through 1936. In
fact, larger percentages were recorded in 1930 and 1932 than were
recorded in any of the years 1933 through 1936. The fact that the
relative proportion for the corporations with notes payable could
change so decidedly from 1936 to 1937 is also surprising. In the
former year, of 148 corporations having notes payable, 81 had a rela-

tively small amount, and 67 had a relatively large amount. In the
next year of the 167 corporations having notes payable, only 60 had
a relatively small amount, while 107 had a large amount. Here is

evidence that the banks in 1937 not only granted more credit in the
form of notes to business, but larger credits since more of the cor-
porations were in the 45 percent and up category. A similar picture
is true in 1938 except for the magnitudes involved, then 48 corpora-
tions were in the to 45 percent category and 73 had a relatively

large amount of notes payable.
The conchisions of the preceding paragraph are not altered sig-

nificantly if we limit ourselves to the primarily manufacturing indus-
tries comprising 365 companies in the Standard Statistics composite.
The number of companies in each of the 25 industrial categories is

hardly large enough to permit detailed analysis, but it may be ob-
served that certain industrial groups are characterized by a relatively

large amount of dependency upon notes payable for working capital

and others seem to be independent of them. Those industries in

which there are a relatively large number of corporations—that is,

around 50 percent—dependent upon notes payable for some of their

working capital are automobile tires, food products, leather and shoes,

medicines and drugs, miscellaneous, paper products, shipping and
shipbuilding, sugar producers, textile manufacturers, and tobacco
products. At the other extreme are those industrial groups charac-
terized by little if any dependence upon notes payable for working
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capital. .Among these are advertising, printing and publishing,

beverages, containers, electrical equipment and radios, office equip-

ment, and railroad equipment. The relative standings of these indus-

tries as far as their dependence upon notes payable for working capital

is concerned seem to change little over the 12 years covered.

Due to the small number of corporations in each industrial group,
too much significance should not be attached to the industrial differ-

ences pointed out here on a frequency distribution basis. More
significant seem to be the conclusions of the preceding paragraphs
relating to the proportion of all corporations in the sample which
were and were n^t dependent upon notes payable for some part of

their working Capital during the period 1927-38. A clearer view of

industrial differences in this break-down is given by table 40, which
differs from table 39 in that the latter is a frequency distribution

while table 40 contains rattos of aggregates.

Table 40.

—

Ratio of notes payable to notes and accounts payable for Standard
Statistics composite of 400 corporations, by industry and by periods 1927-29,
19S0-SS, 19S4-S8, and 1927-38

Industry
Number
of com-
panies

Notes payable to notes and
accounts payable

1927-29 1930-33 1934-38 1927-38

Advertising, printing, publishing
Autos, trucks -

Auto parts
Auto tires

Beverages
Building supplies
Chemicals, fertilizer ^..

Containers ,

Electrical equipment
Food products.
Household products
Leather, shoes
Machinery
Medicines, drug
Metals
Miscellaneous manufactures
Office equipment
Oil products and refining
Paper and its products
Railroad equipment
Shipping and shipbuilding
Steel and iron
Sugar products and refining
Textiles, apparel
Tobacco products ,.

Mainly manufacturing
Nonmanufacturing

Tbtal

Percent
5

6
25
39
21

11

8

3

9
25
64
12
36
34
31

3
9

40
14
32
3

44
60
58

Percent
14

2
20
13

52
13

6

9
16
27
20
15

16

70
37
8
12
3

33
25
13

51

63
26

Percent
8
3
17
31
33
17
9
13
20
45
34
35
20
12
41

26
26
25
15

11

1

15

28
65
58

Percent
10
3
20
30
36
14
8
6
12
33
29
36
16
19
49
31

15
17

17
19
17
11

40
60
47

365
35

400 28 26

Source: Standard Statistics.

From table 40 we can observe that the textile group is most reliant
(in percentage form) upon bank loans, and the auto truck group
least reliant. On the average over the entire period 1927-38, 60
percent of the notes and accounts payable of the 30 firms in the
textile group were composed of notes payable. At the other extreme,
for autos and trucks, only 3 percent were in the form of notes payable.
The other industries hovering near textiles at the top are metals,
tobacco, and sugar. Those close to autos and trucks at the bottom
are containers, chemicals, and advertising and printing.
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As far as the temporal trend in the break-down is concerned, the
tendency is for a slight rise over the entire period. For all 400
companies, 23 percent of the notes and accounts payable were in the
form of notes payable in 1927-29. In the depression period 1930-33
the corresponding percentage was 25, and ui the recovery period
1934-38 it was 28 percent. This rising trend is to be observed in 9

of the 25 industries for which specific figures have been calculated.

In 3 industries there is a declming trend of the ratio of notes payable
to current liabilities. Six industries have a higher ratio in depression
than in the prosperity or recovery periods, and 7 mdustries have a
lower ratio in depression than in either of the terminal periods.

Small Manufacturing Corporations.

The ratio of current assets to current liabilities is presented in

table 41 in frequency distribution form for a sample of small manu-
facturing corporations classified iato five, selected industrial groups
and covering the years 1925-36. Five different size classes of the
current ratio are distinguished: less than 1, 1 to 2, 2 to 3, 3 to 4, and
4 and over. These five classes are further broken into three percentag-^

groups. The first percentage group is that having a current ratio o{

less than 1. This group may be characterized as low current ratio^

Secondly are those with a current ratio of 1 to 4, which may be
considered in the medium current ratio category. Finally, we have
the percentage of corporations in the category of 4 and over. Such
corporations may be characterized as high current ratio enterprises.

The percentages of companies falling in the low and the high current
ratio categories appear to be related to the business cycle. Of the
total number of companies in the sample m each year, 26 or 27 percent
were in the low category before 1929. The percentage fell to 23 ui

1929 and then rose to 34 percent in 1932, after which it fell to 27
percent in 1936. That is to say, from a fourth to a third of these small
manufacturing corporations, depending on the phase of the business
cycle, have a current ratio which is definitely low. At the other
extreme, the companies having a current ratio of 4 and over, we find

a fifth to a fourth of the companies in the 1920's. The figure re-

mained at about a fourth during the 1930's. The remaining 50 percent
or so of these small manufacturing corporations had a current ratio

which is what may be termed medium, that is, ranging somewhere
between 1 and 4.

Accrued expenses are included in the denominator of the current
ratio based on the tabulations covering the small manufacturing
corporations. This was not the case, it will be remembered, with the
current ratio based on the Statistics of Income tabulations, because
these latter do not show accrued expenses separately.

259845—10—No. 1.5-
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Table 41.

—

Frequency distribution of the current ratio by selected industries,

sample of small manufacturing corporations, 1926-36

Industry and year
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Table 41.

—

Frequency distribution of the current ratio by selected industries,

sample of small manufacturing corporations, 1926-36—Continued

Industry and year
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were in the same general neighborhood with a percentage of 36.

Next highest was machine tools with 23 percent of the firms in the

under-1 current ratio category. Fm-niture is next to the bottom with

19 percent and clothing is still at the bottom, but the percentage in the

under-1 category is now 17, whereas in 1925 it was 5 percent.

Similar shifts in the industrial composition of the high-current

ratio category, that is, current ratio of 4 and over, may be observed.

In 1925 machine tools ranked at the top with 27 percent of their firms

having a current ratio of 4 or over; bakeries and clothing manu-
facturers tied for bottom place with 16 percent each; furniture and
stone clay were between the two in that order. The 1929 line-up was
roughly similar, with minor changes in the in-between groups. By
1932 rather more definite changes in the industrial line-up of the

highest current ratio groups were observable. Clothing was at the

top with 36 percent of the firms falling in the group with a current

ratio of over 4; bakeries were again at the bottom with 17 percent.

The other industries from high to low were machine tools, stone clay,

and furnitm"e. By 1936 clothing had plummeted to next to the bot-

tom. The high ranking was accorded the machine-tool industry

with 28 percent; bakeries were still low with 16 percent. Stone clay

and furniture followed immediately after machine tools in the upper
bracket.

The machine-tool industry is at or near the top of the 4-and-over
group in each year. The clothing group which was at the bottom to

begin with, rose to the top and then finally fell again to near the

bottom by 1936. The stone clay and furniture groups generally are

rather stable and the bakery industry is found at the bottom or near
the bottom in each of the years. That is to say, a relatively large

percentage of the machine-tool manufacturers have an exceptionally
high current ratio and a relatively small percentage of the baking
corporations have an exceptionally high current ratio.

The division of these small manufacturing corporations into those
which survived throughout the periods covered—:1926-36 and 1930-36
—and those which failed some time during the same periods, reveals a
current ratio distribution such as one might expect. The failures

predominate in the low-current ratio group; that is, about twice as

many failures as survivors have a current ratio of less than 1 . Con-
versely, in the high-current ratio category we find the survivors pre-
dominating over the failures in the general fashion of 2 to 1. There
can be no question but that the current ratio is an indicator of the
financial stability of a firm and, for that reason, of the economic
success of a firm.'"

QUALITATIVE MEASURES

The quantitative aspects of working capital have been discussed in

some detail. Attention will now be directed to certain turn-over ratios

which indicate the qualitative aspects of working capital. Turn-over
is the circuit thi'ough which the typical working-capital dollar travels

from cash to merchandise to receivables, back to cash. Since an
increment of profit is generally made each time a working-capital
dollar makes this circuit, a high turn-over implies a high efficiency il

the profit margins do not differ. Actually, however, the character of

'« The 1936 division into failures and survivors is not available. Although we do not know which of

the firms existing in 1936 failed in 1937, 1938, or 1939, certainly some of them did.
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operations in different industries requires varying degrees of liquidity.

This leads to differing turn-of^er ratios as well as differing profit

margins. For the universe of all manufacturing corporations three

turn-over ratios will be analyzed : Sales to current assets (tables 42 and
43), sales to inventory (tables 44 and 45), and sales to receivables

(table 46). These are supplemented by an additional ratio, inventory
to receivables for all corporations (table 47) and for a sample of large

corporations (table 48) . The data for all manufacturing corporations

have been procured from Statistics of Income; those for the sample of

large companies from Standard Statistics.

All Manufacturing Corporations.

The over-all turn-over ratio, sales to current assets, indi-?ates the

number of times sales exceed, i. e., turn-over, the current assets.

Table 42 presents this ratio by industries for 1926 through 1936, and
shows that over the entire period the, food industry had the highest

turn-over (3.58) while lumbei; had the lowest (1.66). The others were
near the 2-to-l level. This corresponds closely to the earnings

picture, which put the food group at the head of the list and the lumber
division at the foot. Turn-over decreased about a third during the

depression, more in some industries (metals and lumber) than in

others (textiles and food). Current assets and sales both decreased,

but the latter fell off the more sharply. The secular increase of the

textile ratio, due primarily to a long-range decrease in current assets,

is particularly noteworthy; even the depression failed to interrupt it.

Most of the industries had fairly well recovered the pre-depression

level of their ratios by 1936, current assets and sales both being off

about the same amomit.

Table 42.

—

Ratio of sales to current assets for total ..lanufaduring and 5 subgroups,
1926-36

Year
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This, coupled with the fact that the larger firms are more profitable,

leads to the conclusion that a relatively rapid turn-over implies a

relatively small unit profit. ^^ In temporal comparisons of turn-over

for particular firms within an industry, there would probably be a

positive relationship between rates of turn-over and of earnings. In

this case turn-over would indicate the efficiency of utihzation of the

working capital.

Table 43.

—

Ratio of to current assets for total manufacturing, classified by
asset size, 1931-36

Asset classes
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Parallel downward movements of these ratios are generally consid-
ered a bad omen; parallel incfeases, a strengthened, position; and
counteracting movements, a holding of position. There was a modest
strengthening of position between 1926 and 1930, but a sharp break
came the next year and continued into 1932; quantity and turn-over
decreased concurreiltly. The subsequent further decline of the cur-
rent position was counteracted, perhaps no more than in part, by the
increased turn-over. On the basis of the 1926-29 average standings
of these ratios, American manufacturing corporations had not, by 1936,
fuUy recouped the working capital losses caused by the depression;
the turn-over ratio had risen back to the 1926-29 level, but the current
ratio was still under its earlier standing.^^

A comparison of these two ratios for all manufacturing concerns
over the period 1931-36, classified by asset-size class (I is to $50,000,
IX is $50,000,000 and over), follows:
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1934-36 rise in the tum^over of inventories due to a more marked
increase in sales than in inventory.

Table 44.

—

Ratio of sales to inventory for total manufacturing and 5 subgroups,
1926-36

Year
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Eleven-year highs in the turn-over (i. e. lows in credit sales) were
recorded in 1936 by total manufacturing, textiles, lumber, and stone.

Such a result could only follow from a relatively large volume of total

sales, or a relatively small volume of credit sales, or the combined
action of both forces. The dollar figures reveal that total sales (the

numerator of the ratio) were the active element, receivables increasing

less markedly.

Table 46.

—

Ratio of sales to receivables for total manufacturing and 5 subgroups,
1926-36

Year
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perversity of stone's ratio continued: An "unwanted" fall from 1934
to 1935 was followed by the "desired" rise the next year. It should
be pointed out again, however, that too much reliance should not be
placed on slight movements of this ratio, since both the numerator
and denominator are point-of-time rather than average-over-a-year
figures.

Table 47.

—

Ratio of inventory to receivables for total manufacturing and five

subgroups, 1926-S6

Year
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datu—space limitations preclude presentation of the annual tables

—

gives no cause for in^pugning the validity of the foregoing conclusions.

Table 48.

—

Ratio of inventory to receivables for Standard Statistics composite of 4OO
corporations, by industry and by periods 1927-29, 19S0-S3, 1934-38, Qnd
1927-38.

Industry
Number
companies

1927-29 1930-33 1934-38 1927-38

Advertising, printing, and publishing
Automobiles and trucks
Automobile parts
Automobile tires - -..

Beverages. _

Building and real estate
Chemicals, fertilizers.

Con tainers
Electric equipment and radio..-
Food products
Household products
Leather shoes
Machinery
M edicine, drugs.
Metals
Miscellaneous securities
Office and business equipment
Oil producing and refining
Paper and paper products
Railroad equipment
Shipping and shipbuilding
Steel and iron
Sugar producing and refining
Textile and apparel
Tobacco products..

Mainly manufacturing
All other companies

All companies

365
35

400

Percent
65
293
173
174
241
156
139
172
153
189
135
155
93
144

273
124
88

218
210
96
64
245
162
177

604

Percent
80
290
185
164
434
178
197
128
188
190
203
142
89
135
415
151

112
222
201
122
101

493
204
197
708

Percent
115
279
184

207
271
212
239
182
235
247
271
198
123
144
428
196
112
247
205
164

79
387
374
213
917

Percent
91

286
182
186
318
187
200
162
199
214
214
169
104
141

385
163
106
231

205
133
83
387
264
199
769

192
278

220
274

253
276

227
276

196 223 230

Source: Standard Statistics.

What industrial differences are there in the ratio for the Standard
Statistics composite? A glance at table 48 reveals that'.four industrial

groups have three tim,es as m.uch inventory as they have receivables.

These industries are tobacco, which has more than seven times as

m.uch working capita 1 invested in inventory as in receivables, steel and
iron, m.etals, and beverages. At the other end of the scale are two
industries with a smaller amount invested in inventory than in re-

ceivables. The bottom, position goes^ to shipping and shipbuilding,

but between that low of 83 percent a*nd the 100 percent representing

parity between inventory and receivables, falls advertising, printing,

and publishing. Slightly above the 100 percent mark are machinery
and office equipm.ent. These differences in the inventory to receiv-

ables ratio between the various industries are quite m.arked, in fact,

m.uCh m.ore m.arked than indicated by the ratios calculated for the

industrirl groups in Statistics of Incom.e. Of the five industrial

subgroups of total manufacturing studied in the analysis of the

Statistics of Incom.e data, the maxim.um range over the 1926-36

period was from 161 percent in the case of textiles to 121 percent in the

case of luml)er.

The average ratio for all 400 companies of the Standard Statistics

sam.ple increased over the entire period 1927-38. Fourteen of the 25

industry groups followed the sam.e pattern. Six followed the Statistics

of Income pattern which has a lower ratio in the depression period.
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Four pointed in the other direction by having a higher ratio in the
depression period than in either of the other periods. One actually had
a decreasing ratio over the entire period, autos and trucks. The ratio

for the mainly nonmanufacturing companies was in the so-called

favorable group, showing a decline from 1927-29 to 1930-33 and an
increase from 1930-33 to 1934-38.

1): 3): 4: * * 4: 4!

This completes the discussion of working capital. No attempt has
been m.ade to present an analysis thereof which would be helpful to
business cycle analysts. It is our belief the data are not adequate for

that purpose. However, the attempt has been made to give the reader
a background picture of the am.ount of working capital possessed by
manufacturing corporations and of the utilization which these com-
panies m.ake of this revolving fund. Such a background may not only
contribute to an understanding of the general financial structure of
American industry, but also may provide a useful basis of reference for

discussions concerning the financial characteristics of particular
groups of American corporations.



CHAPTER V

FIXED CAPITAL OF AMERICAN MANUFACTURING
CORPORATIONS

The earnings experience of American manufacturing corporations
was described briefly in 2 and 3 chapters. The fourth chapter took
up their working capital position. In this chapter we will deal with
the fixed capital position—treating first their sources of fixed capital;

secondly, the uses made of this fixed capital; and, thirdly, expansion
policies.

Fixed capital—commonly referred to as the capital—of an enter-

prise is of initial importance in the launching, and then in the opera-
tion, of a business. Jts composition is indicative of the degree of

equity maintained by the owners, and predictive of future control

over the capital- invested in the enterprise.

Concerning the source and nature of capital, it is important to

know how much is borrowed and how much is owned; how much
represents reinvested earnings and how much stockholders' invest-

ments directty; and how much of the borrowing is short time and
how much long time. In analyzing the uses and distribution of

capital the aim is to ascertain the extent to which total capital in-

vested in an enterprise covers fixed assets and current assets, respec-
tively. Closely related to the uses and distribution of capital is a
firm's expansion policies. The relation of plant expansion to volume
of business is examined in a concluding section to this chapter.

NATURE AND SOURCES OF FIXED CAPITAL

In this section we are primarily interested in the relative proportions
between owned and borrowed capital, between reinvested earnings
and stockholders' investments directly, and between capital borrowed
on long and short time. The information available on all manu-
facturing corporations permits a general survey of all three aspects.

The data on the 400 large companies make possible an analysis of the
first and third points, while the available small corporations tabula-
tions give some information on two other aspects of capital composi-
tion, the relation of capital stock to surplus and of funded debt to

capital stock.

All Manufacturing Corporations.

The basic data for all manufacturing corporations derived from
Statistics of Income are presented in tables 49 and 50. The former
comprises the 1926-36 industry ratios of net worth to total debt,

surplus to net worth, and current debt to total debt, the latter presents

asset size classifications of these three ratios for total manufacturing
over the years 1931-36. This tabular scheme differs from that followed

in the preceding chapter, when each working capital ratio was treated

95
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separately. Combination analysis seems better adapted to the

fixed capital position than to the working capital, although some use

of it was nevertheless found helpful in the last section.

The net worth to total debt ratio gives us the relative proportion

between owned and borrowed capital. Net worth is the sum of

preferred and common stock and surplus, while total debt is the sum
of funded and current debt. Table 49 indicates net worth is about
four times total debt for most manufacturing corporations, food's

low average of 2.8 indicating a relatively heavy reliance on outside

or borrowed capital and stone's high average of 4.8 implying relative

independence from creditors. This ratio is relatively stable during
the business cycle, but a surprising secular decline occurs in the food
industry ratio, due to a declining equity in the face of a relatively

stable total debt.
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Confidence in the reliability of the next ratio, surplus and undivided

profits to net worth, would be augmented were the surplus item a

neater figure.^ The figures as they stand indicate that about a third

of corporate manufacturing's owned capital is derived from or rep-

resented by paid-in and earned surplus and undistributed earnings.

The industry variations about this average are slight, metals running

37 percent and stone and textiles 28 percent. The ratio rises in

cyclical expansion due to an increase in surplus, and falls in contrac-

tion, due to a decrease in surplus. The secular rise of the food group's

ratio resulting from a marked decrease in net worth coupled with

some retention of earnings, or write-ups, constitutes an exception.

The final ratio, current debt to total debt, tells us what proportion

of the borrowed capital is on short term. The relative amount of

current debt (including both notes and accounts payable) fluctuates

decidedly with the business cycle, perhaps more so than it would
have done were it limited, as one would wish,^ to notes payable.

The decline of this ratio in cyclical contraction is due largely to a

falling off in current debt, funded debt declining less markedly.
Similarly, the increase in this ratio during recovery is brought about
by a itiarked swelling of current debt and a less pronounced rise in

funded debt. Textiles and lumber have exceptionally high ratios,

more than three-fourths and two-thirds respectively. Metals and"

stone are low, having a funded debt almost equal to their current debt.

With respect to the asset size classification (see table 50), the net
worth to total debt and surplus to net worth ratios increase steadily

as we pass from small to large companies; the ratio of current to

total debt falls just as consistently. The progression is steep in the
surplus to net worth ratio rising, in the case of the 1931-36 average
for all manufacturing corporations, from a negative 63 percent to a
positive 36 percent. The negative ratios in the two smallest size

classes— to $50,000 and $50,000 to $100,000—mean that these
companies had, in the aggregate, a deficit in place of a surplus. The
surplus to net worth ratio becomes positive in the next size class

—

$100,000 to $250,000—indicating the transition from deficit to sur-

plus. Pronounced progression occurs in the net worth to total debt
figures, from 1.2 to 4.2. The regression in the current to total debt
ratio is also decisive, from 86 to 48 percent. The larger companies,
therefore, have a relatively high proportion of surplus and of owned
capital, and a relatively low proportion of current debt.

' "Surplus and Undivided Profits" in Statistics of Income tabulations includes all items of surplus,
such as donated, paid-in, earned or unearned surplus, capital surplus, surplus by appreciation, surplus
reserves, premiums on capital stock, etc.

' It would have been better if we could have excluded accounts payable from borrowed capital. It was
not possible to do that, however, and still show the asset size break-down.
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Table 50.

—

Ratios of net worth to total debt,^ surplus to net worth, and current

debt to total debt, for total manufacturing classified by asset size, 1931-36

Asset class and ratio 1933 1934 1935 1936
1931-
33 J

1934-

36 >

1931-
36'

to $50,000:

Net worth to total debt i

Surplus to net worth
Current debt to total debt '.

$50,000 to $100,000:

Net worth to total debt '

Surplus to net worth
Current debt to total debt '.

$100,000 to $250,000:

Net worth to total debt i

Surplus to net worth
Current debt to total debt '.

$250,000 to $500,000:

Net worth to total debt i

Surplus to net worth
Current debt to total debt '.

$600,000 to SI,000.000:

Net worth to total debt '

Surplus to net worth
Current debt to total debt '.

$1,000,000 to $5,000,000:

Net worth to total debt '

Surplus to net worth
Current debt to total debt '.

$5,000,000 to $10,000,000;
Net worth to total debt '

Surplus to net worth
Current debt to total debt '.

$10,000,000 to $50,000,000:

Net worth to total debt '

Surplus to net worth.
Current debt to total debt '.

$50,000,000 and over:
Net worth to total debt i

Surplus to net worth
Current debt to total debt

'

Per-
cent
141.0
-45.2
87.7

193.0
-3.1
82.2

246.0
9.5
78.6

295.0
20.4
75.2

378.0
26.8
72.3

446.

30.7
61.8

463.0
35.6
48.2

469.0
31.5
44.9

437.0
37,7
39.7

Per-
cent

131.0
-62.3
86.3

201.0
-9.9
79.6

249.0
3.9

76.5

323.0
16.6
70.9

389.0
23.8
68.6

452.0
26.9
58.5

450.0
30.0
44.2

467.

27.8
43.5

432.0
36.4
41.9

Per-
cent

128.0
-66.4
86.6

192.0
-9.6
80.9

246.0
6.7
76.4

317.0
19.3
73.2

356.

24.7
68.7

447.0
28.8
59.6

418.0
31.6
46.2

444.0
31.6
47.0

438.0
35.1
44.1

Per-
cent

113.0
-68.7
86.1

190.0
-8.1
80.9

234.0
5.7

77.7

286.0
18.0
74 9

319.0
24.1
72.0

374.

29.5
68.0

361.0
34.3
57.6

391.0
33.8
67.3

392.0
34.2
54.9

Per-
cent

106.0
-68.4
84.6

181.0
-6.2
81.1

225.0
10.0
78.3

278.0
18.4
75.3

298.0
26.2
72.4

365.0
31.5
67.4

355.0
36.4
.56.0

361.0
36.3
51.9

376.0
35.3
5:!. 4

Per-
cent
101.0
-65.5
85.4

162.0
-4.6

204.0
13.3
79.0

247.0
22.5
74.6

277.0
28.5
72.4

360.0
35.1
68.5

358.0
38.5
55.6

407.0
37.6
56.1

375.0
36.7
54.8

Per-
cent
133.0
-58.0
86.8

195.0
-7.5
80.9

247.0
6.7
77.2

312.0
18.8
73.1

374.0
25.1
69.9

448.0
28.8
60.0

444.0
32.4
46.2

460.0
30.3
45.1

436.0
36.4
41.9

Per-
cent
107.0
-67.6
85.4

178.0
-6.3
80.9

221.0
9.7
78.3

270.0
19.6
74.9

298.0
26.3
72.3

366.0
32.0
68.0

358.0
36.4
56.4

386.0
35.9
66.1

381.0
35.4
64.0

Per-
cent

120.0
-62. 8
86.1

187.

-6.9
80.9

234. a

77.8

291.0
19.2
74.0

336.0
25.7
71.1

407.

30.4
64.0

401.0
34.4
61.3

423.0
33.1
50.1

408.0
35.9
48.0

' Current and funded debt, exclusive of accrued expenses.
2 Averages of annual ratios.

Source: Statistics of Income.

So much for the general magnitudes of the sources of fixed capital.

Let us now examine the three ratios in combination, industry by
industry; and size class by size class. Arbitrarily construing "favor-
able" in terms of relatively large surplus and independence from out-

side owners and from short-term debt, we shall attempt to disclose

favorable and unfavorable developments. For example, a decline in

the net worth to total debt ratio is made worse if surplus to net worth
also falls, since outside borrowing is not only larger but also the rate of

accumulated earnings or paid-in surplus is shrinking. If, further, an
increasing current debt to total debt ratio is also found, the prognosis

becomes even more unfavorable because the proportion of current

debt is increasing at the same time that the proportion of totj^l debt is

increasing. Oftentimes, of course, trends in the different ratios would
tend to compensate for each other, and it would be difficult to say that

the development was either favorable or unfavorable. The following

tabular summary, derived from table 49, is an attempt to draw such

general conclusions. The resulting appraisals are from a development
rather than static viewpoint, and should not be taken too literally.

The remarks are concerned more with possible shifts in capital's com-
position, are on a relative basis, and are subject to qualifications.

259845—40—No. 15r-
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supply should not be turned into an appraisal of the absolute standing
of the different industries. An industry with a so-called unfavorable
trend in its capital supply may still be in a stronger position than an-
other industry with a so-called favorable trend.

The following tabular summary, derived from table 50, carries out a
similar analysis of the asset size classification of these three ratios for

total manufacturing over the period 1931-36. The trend of the ratio

over the entire period is labeled as up, down, or even. The asset size

classes, from small to large, are indicated by the numerals I through
IX. The appraisal is, again^ merely a conjecture, and the following
remarks only possibilities:

Ratio
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The main value of the present discussion—it must be growing
increasingly evident to the reader—lies not so much in the appraisals

of these industry groups as in the general background of relative

magnitudes of the various components of capital supply. The general

proportions for all manufacturing corporations in the aggregate, of

owned capital to borrowed capital, surplus to owned capital, and
current debt to total debt, are probably reUably pictured by the

figures set forth above.

Large Manufacturing Corporations.

Asset size and industrial differences in these three capital ratios

have already been indicated, m a general fashion, by the foregoing

data on all manufacturing corporations. Data on 400 large corpora-
tions from the Standard Statistics composite covering the years
1927-38 permit an identical-sample analysis of 2 of these ratios:

Net worth to total debt (table 51), and current debt to total debt
(table 52). The ratios in the tables are averages of the annual ratios

for the periods 1927-29, 1930-33, 1934-38, and 1927-38.
The fact that the 1927-38 ratio of net worth to total debt for the

Standard Statistics composite of 400 corporations is somewhat higher
than that for the total manufacturing group covered in Statistics of

Income is not surprising. (See table 51.) The difference between 4.5
recorded by the Standard Statistics sample and 3.9 recorded by
Statistics of Income is probably to be explained largely by the fact
that the corporations in the former sample are considerably larger in
size than those of the latter universe. The net worth to total debt
ratio for total manufacturing in Statistics of Income covering the
period 1931-36 shows that the ratio of net worth to total debt rises

from 1.2 in the case of the smallest-asset class (0 to $50,000) to 4.1

in the case of the largest-asset class ($50,000,000 and over). In fact,

all of the corporations in the total manufacturing group in Statistics

of Income with assets over $1,000,000 have a net worth to total debt
ratio of 4.0 or more. The corresponding ratio for the Standard
Statistics composite is only slightly above that figure.

Table 51.-

—

Ratio of net worth to total debt^ for Standard Statistics composite of
400 corporations, by industry and by periods, 1927-29, 1930-3S, 1934-38, and
1927-38

Industry
Number
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Table 51.

—

Ratio of net'worth to total debt for Standard Statistics composite of

400 corporations, by industry and hy periods, 1927-29, 19S0-SS, 1934-38, and
1927-38—Continued

Industry
Number
of com-
panies

1927-29 1930-33 1934-38 1927-38

Paper and paper products

—

Railroad equipment -.

Shipping and shipbuilding...
Steel and iron
Sugar producing and refining.

Textiles and apparel
Tobacco products

Mainly manufacturing
All other companies

All companies

Percent
3

10

7
17
8
30
16

Percent
2.1
6.2
2.8
3.3
3.9
6.0
5.8

Percent
2.4
5.1
2.5
4.9
8.3
12.1

Percent
2.2
5.1

2.9
4.1

12.1

5.8
6.2

365
35

4.1
3.1

6.1
3.0

4.6
3.1

Percent
2.2
5.3
2.7
4.2
8.8
7.9
7.3

4.6
3.1

400 4.0 4.9 4.5

The trends over the respective periods covered by the two samples

are approximately the same. The ratio for the 400 companies is

lowest in the prosperity years 1927-29, and in the recovery years

1934-38, and highest in the depression years 1930-33 due to a de-

crease in total debt. The chief difference between the universe and
the sample insofar as their trends are cpncerned lies in the fact that

the universe fell relatively more in the recovery years. In the case

of the Standard Statistics group, the ratio for the years 1934-38 is

higher than for the years 1927-29, whereas, in the case of the total

manufacturing category in Statistics of Income, the ratio of 3.4 for

the years 1934-36 is less than the ratio of 4.0 for the years 1926-29.

If, however, we had Statistics of Income data for the two additional

years 1937 and 1938, this difference might be eliminated, or at least

attenuated.
Industrial variability is marked in the Standard Statistics sample.

The highest ratios are reported by the container and the chemical

and fertilizer manufacturers, the former having a ratio of 13.5 and

the latter of 12.5 These ratios are in sharp contrast to that recorded

by the automobile-tire manufacturers, namely, 1.7. This sharp in-

dustrial variability is to be explained largely in the aversion which

some corporations have against funded debt. Other industrial

groups in the category of large net worth to total debt ratios are

electrical equipment, 9.7; leather and shoes, 9.4; and advertising,

printing, and publishing, 9.3. Other industrial groups falling in the

lower category are paper products, 2.2; shipping and shipbuilding,

2.7; and food^ products, 2.8. Considering the relatively stable in-

come of the food producers, their relatively low ratio of net worth to

total debt is not surprising. However, the relatively low ratio for

the other industrial groups, that is, automobile tires, paper products

and shipbuilders must be explained on other grounds.

The trend of the ratio of net worth to total debt is up in the de-

pression period due to a decrease in total debt, and down in the re-

covery and prosperity periods when total debt is higher. This trend

is observed in 18 of " the industrial groups. One industry, shipping

and shipbuilding, constitutes an exception since it has the lowest ratio

in the depression period due to a greater relative fall in net worth.

Two other industries, railroad equipment and building supplies, are

peculiar because their ratios declined over the entire period as result



104 CONCENTRATION OF ECONOMIC POWER

of a decreasing net worth. Four other industries, household products^

metals, miscellaneous manufactures, and textiles and apparel, have
a rising ratio over the period due to a declining total debt. The non-
manufacturing group has a ratio not in line with that for all companies.
It is slightly lower in the depression period than in the terminal
periods, but the difference from 3.1 to 3.0 in this case is hardly large

enough to merit drawing definite conclusions.

The ratio of current liabilities to total debt tells that proportion of
the total borrowed moneys of a corporation due within a relatively

short time and, by subtracting, that proportion due in a relatively

long time. This ratio for the Standard Statistics composite of 400
corporations covering the period 1927-28, is shown in table 52.

The smallness"of the current to total debt ratio for the Standard
Statistics composite of 40C) corporations is brought out by table 52.

The average ratio is 40 percent for all 400 companies over the entire

period. The corresponding ratio for all manufacturing companies
reporting in Statistics of Income is 58 percent. This difference is

probably to be explained by differences in the size of the corporations

covered by the two sets of data. The current debt to total debt
ratio for total manufacturing in Statistics of Income decreases per-
sistently as one passes from the small companies to the large com-
panies. This would account for the relatively small ratio of current

to total debt of the Standard Statistics sample composed of large-

companies. The trends in the ratios for the two sets of data are

roughly the same. In both cases they fall from the prosperity period
to the depression period and then rise again in the recovery years,

current debt being the more active variable.

Table 52.

—

Ratio of current liabilities to total debt ' for Standard Statistics composite

of 400 corporations, by industry and by periods 1927-29, 1930-33, 1934-38, and'
1927-38

Industry
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So far as industrial variations in the current to total debt ratio are
concerned, the Standard Statisttcs ratios cover almost the maximum
possible range. The highest ratio possible is, of course, 100 percent,

and this very ratio is recorded by one of the industrial groups, con-
tainer manufacturers. Another group practically in the same category
is the medicine and drug industry, with an average of current to total

debt of 96 percent. That is to say, the companies in these two indus-
tries have virtually no long-term debt. All of their debt is in current
form. The lowest point to which this ratio could fall is, of course,

zero. Although there are no corporations in that category, there are

some not very far above. For example, the firms in the shipping and
shipbuilding industry have on the average only 19 percent of their

total debt in that form. Also down in that area are paper and paper
products, 22 percent; tires, 23 percent; and steel and iron, 24 percent.

The extreme variability in this ratio, considering the maximum
possible variability, indicates the marked differences which exist

among industries as to the 'way in which corporations incur their

debts. One would expect firms with a period of production as long^

as that found in shipbuilding to have an extremely low ratio of current

to total debt. At the other end of the scale, however, there seems to

be no explanation why the container manufacturers, for example,
should not have long-term debts. Certainly, length of the period of

production would hardly be an explanation. It is probably to be
explained as much by the profitability of the corporations and by
credit facilities, as by any other reasons.

Taking all 400 companies together, the ratio was smallest in the
depression years due to a greater relative decline in current debt.

This same trend over the entire period is to be found in 17 of the 25
industrial groups, and in the nonmanufacturing category. The
exceptions are the container and medicine industries whose ratios-

were practically stable over the period, and the metal industry whose
ratio of current to total debt was actually higher during the depression

than in either of the other two periods, due to a concurrent decrease

in total debt and increase in current debt. The remaining four firms,

that is, electrical equipment and radios, beverages, sugar producers
and refiners, and textiles and apparel, had an increasing ratio of

current liabilities to total debt over the entire period. This increasing

ratio is caused by a decline in total -debt greater than the fall in current

debt. The fact that the metal industry had a higher ratio of current
to total debt in depression times and four other industries—electrical

equipment, beverages, sugar, and textiles—had a rising ratio over the
entire period is indicative of their ability to withstand the depression

drain on working capital funds and to scale down their fixed charges.

Small Manufacturing Corporations.

As pointed out above, an important factor in the capitalization of
manufacturing corporations is how much of their equity is repi'esented

by shares of common stock outstanding and how much is represented
by paid-in surplus and retained earnings. In order to gain some
insight into this factor for 1,000 small manufacturing corporations
covering the period 1925-36 and the 300 additional small inanu,fac-

turing corporations covering the period 1930-36, the ratio of capital

stock to surplus is presented in table 53.

Six ratio classes are given in the table, and percentages have been
computed for three of these groups. The first column shows the-
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number of companies having a capital stock to surplus of less than 1

;

that is to say, these companies have more surplus than capital stock.

The next column shows the number of companies with a capital stock

to surplus ratio of 1 to 2 ; the third column gives the percentage which
the companies in the first two categories; that is, under 1 and 1 to 2,

bear to the total number of companies in each industry. The fourth

column gives the number of companies with a capital stock to surplus

ratio of 2 to 3, the next column that of 3 to 4, and the sixth column
4 and over. The next column gives the percentage which the number
of companies having a capital stock ratio of 4 and over bears to the

total number of companies in each industry group. The eighth

column under each year gives the number of companies in each
industry with a deficit; that is to say, no ratio of capital stock to

surplus could be computed. The next column gives the percentage
of deficit companies to all companies, by industries, and the final

column gives the total number of companies in each industry in each
year. It will be observed that these percentages serve to distinguish

three broad groups of companies, based on the capital stock to surplus

relationship. The first, those under 2, a^e the large surplus corpora-

tions, that is, large relative to capital stock. Second, those with a
ratio over 4 are the small surplus corporations, and finally, there are

the deficit companies.

Table 53.

—

Frequency distribution of ratio of capital stock to surplus by selected

ind^istries, sample of small manufacturing corporations, 192B-S6

Industry and year
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Table 53.

—

Frequency distribution of ratio of capital stock to surplus by selected
industries, sample of small manufacturing corporations, 1926-36—Continued

Industry and year
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Table 53.

—

Frequency distribution of ratio of capital f>tock to surplus by selected

industries, sample of small manufacturing corporations, 1926-36—Continued

Industry and year
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fall after 1927. In the years subsequent to 1934 the proportion of
companies in the deficit category fell back to 44 percent in 1936, only
slightly above the 1931 standing.
Examination of the industry break-down of the capital stock to

surplus ratio reveals a few changes over the period 1926-36 in the
relative standings of the different industrial categories. In 1925 the
furniture group had the largest percent of companies in the large sur-
plus category; that is, with a ratio of under 2. The clothing group
had the lowest percent, 21. Bakeries were next to the bottom, stone
clay next to the top, and machine tools in the middle. Thereafter
the spread between the high and low narrowed. In 1933 we find the
stone group at the top, with 30 percent in the large surplus category;
the clothing group still at the bottom, with 17 percent in the large
surplus categories; and, ranking between those two extremes, bakeries,
furniture, and machine tools, from high to low. In 1936 bakeries
had finished their climb to the top and were in first place, with 36
percent of the companies having a large surplus relative to the capital

stock. Clothing manufacturers were still at the bottom, with 18

percent in the large surplus category.
If we go to the other extreme, the proportion with a relatively small

surplus, we find a similar picture in reverse. There the clothing indus-

try is high, with 45 percent of the companies in that group having a

capital stock to surplus ratio of 4 and over in 1925. Bakeries which
were next to the top in that year—1925—had fallen to the bottom of

the scale by 1933 and occupied the same place in 1936; that is to say,

they started out with a relatively high- proportion of companies in the
small surplus category, but wound 'up the period with the smallest

proportion of the companies in the small surplus category. As in the

case of the large surplus companies, the spread between the high and
low in the small surplus group also narrowed during the late 1920's.

However, during the depression the spread again, increased and was
approximately equal to the 1925 range of high and low,.

The machine-tool manufacturers dominate the companies with a
deficit, while the furniture group generally has the smallest proportion

of its firms in this deficit category. The spread between high and
low for this ratio also narrowed considerably in the years after 1925.

In 1925 machine tools had 40 percent of their firms in the deficit

category, while there were 19 percent of the furniture factories in the

same group. By 1929 the spread was from a high of 34 percent to a

low of 28 percent, and in 1933 the range was from 55 percent for

machine tools to 50 percent for stone clay and the bakery industry.

In 1936 stone was high, with 48 percent of their firms in the deficit

category; furniture again was low, with 38 percent. Machine tools

in this year were second from the top. Bakeries, which had been
next to the top in 1925, were, in 1936, next to the bottom; that is to

say, over the entire period the bakery industry seemed to be sliding

gradually out of the deficit category.
As might have been expected, the large surplus category predomi-

nated among the survivors, while the low surplus and the deficit

groups were popular among the failures. In the group with a ratio

of less than 2, the survivors outnumbered the failures 2 to 1, except

in 1934, when it was 3 to 1. In the group with a ratio of 4 and over,

the failures h^d a slight edge in 1925, but the survivors grew for the

succeeding years. The proportion of failures in the deficit group is
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twice that of the survivors until 1931. After that year it is slightly

under 2 to 1.

One of the objections sometimes inveighed today against the capital

structure of American corporations concerns their allegedly heavy
funded debt. The argument is that financing should be done by
equity shares rather than interest-bearing securities. Such criticisms

seem to be directed primarily at the larger corporations, but one
wonders whether the smaller firms may also be culpable on this score.

At least a partial answer, on a sample basis, is given by table 54,.

which presents a frequency tabulation of the funded debt to capital-

stock ratio for a group of 1,000 corporations over the period 1925-36,

and for an additional group of 300 corporations beginning in 1930.

Table 54.

—

Sample of small manufacturing corporations, classified by

of funded debt.to capital stock and by industry, 1926-36
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The majority of corporations in this sample of small manufacturing

enterprises have no funded debt. Of the total number of corporations
in all five industries in 1925, 86- percent had no funded debt. In the
next year the relative percentage is 85, then 84. The proportion
falling to 82 and 78 in 1928 and 1929, respectively, rises slightly in

1930, and then begins slipping again, finally falling as low as 74
percent in 1936. The proportion of corporations having no funded
debt also varies industrially. About two-thirds of the baking cor-

porations have no funded debt. That represents a low figure. In

clothing, the percentage is in the 90's, which means that practically

no corporations engaged in making men's clothing have a funded
debt. Furniture manufacturers have the second highest proportion of

firms without funded debt, while the stone-clay companies and the
machine-tool manufacturers are under the furniture level. That
bakers should have relatively few corporations without a funded
debt is probably to be explained by the relatively stable earnings in

this industry.^ One might imagine that machine-tool manufacturers
with their heavy investments in capital goods would also be in this

category, but their relatively variable earnings preclude loading them-
selves with heavy fixed charges. The large proportion of bakers with
a funded debt is emphasized by a similar increase in the proportion of

baking corporations with a funded debt over the period 1925-36.
There is hardly any temporal decline in the proportion of men's
clothing firms without a funded debt, but there are significant declines

in this proportion for the other three industrial categories. Finally,

those corporations having a funded debt are fairly evenly divided
between those with a relatively small amount of long-term debt
outstanding—that is, a funded debt equal to to 40 percent of their

capital stock—and those having a relatively large amount outstand-
ing—that is, a funded debt equal to 40 percent or more of their

capital stock. The former category has a slightly larger number in

9 of the 12 years but hardly large enough to be significant.

In the preceding paragraph it was pointed out not only that the

majority of these corporations have no funded debt, but also that the
proportion having no funded debt has been decreasing over the period
1925-36. To repeat, table 54 shows that of the total number in the

sample in each year the proportion having no funded debt fell prac-

tically consistently from 86 percent in 1925 to 74 percent in 1936.

Moreover, this tendency was to be observed in each of the five indus-

trial groups; in some such as men's clothing, rather haltingly and in

others such as baking, rather decidedly, but in all, noticeably. This
apparently greater importance of funded debt in the financial struc-

ture of these small manufacturing corporations is particularly signifi-

cant in view of recent discussions concerning the decline of the com-
mercial bank loan to industry and of official pleas for less funded
debt in capital structures.^ This table indicates that, more and more,
these small manufacturing corporations are coming to rely upoil long-
term debts, that is bonds and mortgages of more than 5 years duration,
for some part of their capital.

Another conclusion to be drawn from table 54 is that, of those cor-

porations having a funded debt, the tendency is toward a smaller

' This is on the general principle that the more stable the earnings, the smaller the proportion of equity
in total capital need be.

' Cf. Jerome N. Frank, "Too Much Interest in Interest," speech before National Association of Securities
Commissioners, Kansas City, September 22, 1938.
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funded debt. That is to say, those corporations having a funded

debt are tending to concentrate themselves in the under-40-percent

class at the expense of the 40-percent and over category. This

tendency is not particularly well marked and may be due to the

entrance of new firms into the funded debt category, a tendency

pointed out in the preceding paragraphs. Nevertheless, it cannot be

denied that of the 1,300 corporations considered here, those having a

funded debt are tending to fall into the category of a rather small

funded debt rather than in the category of a rather large funded debt,

defining the former in terms of a ratio of funded debt to capital stock

of less than 40 percent and the latter in terms of a ratio of funded debt

to capital stock of 40 percent or more.

We come now to modifications in the foregoing conclusions intro-

duced by dividing the corporations into two broad categories of (1)

those that survived throughout the entire period covered and (2) those

which failed or v/ent out of operation sometime during the period.

There were relatively more failures without a funded debt than

survivors, indicating the difficulty the less successful firms have of

borrowing outside capital. This was true in every year except 1932

when the proportions of failures and siu-vivors without a funded debt

were both 77 percent, and in 1933 when 76 percent of the survivors as

opposed to 73 percent of the failures were without a funded debt:

However, the difference between the proportion of failures and sur-

vivors having a funded debt in each year is not very large.

The trend away from the no-funded-debt condition is found in both
the survivor and failure groups, but is slightly more pronounced in the

latter than in the former. Of those corporations having o funded debt,

the failures are more concentrated in the relatively small funded-debt

group than are the survivors. More failures are to be found in the

to 40 percent category in every year than are found in the 40-percent-

and-over group. On the other hand, the surviving corporations hav-
ing a funded debt are less concentrated in the small-funded-debt

group. In 4 years out of the period there were actually more survivors

in the large-funded-debt group, that is, with a ratio of 40 percent or

more, than there were in the smaller group, and in another year they
were evenly divided between these two groups. This general dis-

tinction, however, is not very pronounced and should not be over-

emphasized.
The inadequacy of an aggregate funded debt to capiial-stock ratio

for the companies in this sample is obvious. Such an aggregate ratio

for all 547 companies in 1936 would figure out at about 15 percent.'^

From this one might conclude that these corporations have a small

funded debt relative to their capital stock. However, the truth of

the matter is that of the 547 corporations, 407 had no funded debt,

that is to say, 74 percent of the corporations had no long-term-debt
issues outstanding. In addition, of the 140 corporations with a

funded debt, the percentage is significantly higher than 15 percent.

An average of the funded debt to capital-stock ratio for those corpo-

rations having a funded debt would probably come out at something
in excess of 50 percent. This is quite a different picture from the 15

percent average ratio of funded debt to capital stock for all 547 corpo-

rations considered in the aggregate. Unfortunately, this ratio is no
exceptional case; almost any financial ratio submitted to a similar

' The data required for a more accurate approximation are uot available.
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test would give parallel results. It is not safe to generalize too much
from aggregate ratios when analyzing the financial structure of man-
ufacturing corporations. To get a true picture it is necessary to
examine, also, the scatter of the ratios for the particular companies.

In analysis of the financial statements of corporations which nor-
mally publish their balance-sheet and income statements for each year^
it would be misleading to construct such a table as the one here
presented unless account had been taken of revaluations of capital
stock. It not infrequently happens that, especially among the larger
corporations, the capital stock outstanding as shown on the balance
sheet will be doubled or halved bj^ a mere change in the par or stated
value of the stock outstanding. Some idea of the number of corpo-
rations in the Standard Statistics sample of 400 firms which altered
their capital-stock valuation by mere bookkeeping entries sometime
during the 1927-38 period is given in table 55. Although the bulk of

the 400 firms—258, or 65 percent—did not revalue their capital stock,

the rest of them made some type of alteration which probably, but not
necessarily, involved a mere bookkeeping change. Changes from, par
to no-par, or vice versa, were made by 88 firms, shifts from no par to

par predominating and indicating a reversal of a tendency (toward
no-par stock) once quite marked in corporation finance. Such shifts

in the type of stock outstanding need not have involved revalua-
tion, but they probably did. The remaining firms, however, which
either changed the par value of their par value stock or the stated
value of their no-par stock, undoubtedly were indulging in bookkeeping
revaluations. It would obviously be necessary to take these revalua-
tions into account before attempting to construct for the Standard
Statistics sample a table such as that shown here for the small manu-
facturing: corporations. This modification has not been introduced
into table 54, because of the difficulty in obtaining from the inco.me-tax
returns the desired information, and because it is not believed that
revaluations of capital stock are particularly common among the small
corporations to which the sample was limited. An examination of
the returns revealed little evidence of changes in the par value signifi-

cant enough to mar the validity of table 54. There undoubtedly were
some such revaluations, but it is believed that they were not such as
to invalidate the general conclusions pointed out above.

Table 55.—Distribution of par and no-par common stock, Standard Statistics

1927-38 composite of 400 identical companies

Industry
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Table 55

—

Distribution of par and no-par common stock, Standard Statistics

1927-S8 composite of 4OO identical companies—Continued

Industry
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capital in this form. This percentage is subject to only modest
fluctuation during the business cycle, tending to rise somewhat during

depression when invested capital is depleted by current losses. In

several divisions of manufacturing (e. g., textiles and metals), 1936

showed an increase in this percentage, indicating extensive new
investment in plant and equipment.

Table 56.

—

Ratio of capital assets to invested capital ' for total manufacturing and
6 subgroups, 1926-36

Year
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low of 29 percent in stone-clay to a high of 50 percent in textiles, on the

average over the entire period. The total ni.anufacturing level is 38
percent, around which the other three industrial subgroups cluster.

There is also somewhat more cyclical variation, in a converse direction.

That is to say, the proportion falls in depression, the total manufac-
turing percentage declining from 42 percent in 1926 to 31 percent in

1932 and rising again to 42 percent in 1936. The metals ratio fluc-

tuated even more from 44 percent to 32.5 percent back to 51 percent

in the corresponding years. A depletion of inventories and receiv-

ables during recession would seem to account for these cyclical swings.

The sharp building up of current assets in 1936 is evident; gains were
registered in every division, with textiles and metals rising particularly

sharply (up 15 and 10 percent, respectively).*

Table 58.

—

Ratio of current assets to total capital ' for total manufacturing and 5
subgroups, 1926-36

Year
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invested capital we mean, here, net worth phis funded debt, presum-
ably the long-term capital of the concern. Fixed assets or fixed

capital should have som.e rather definite relation thereto. Certainly
the fixed assets should not exceed the invested capital. On the other
hand, one would not normally expect invested capital to be greatly in

excess of fixed assets, except insofar as permanent working capital was
financed by long-term funds. What is the picture for the Standard
Statistics group?

Table 59.

—

Ratio of current assets to total capital ^ for total manufacturing classified
by asset size, 19SI-S6

Asset size classes

to $50,000 -
$50,000 to $100,000.

$100,000 to $250,000
$250,000 to $500,000
$500,000 to 1,000,000

$1,000,000 to $5,000,000--.

$5,000,000 to $10,000,000..

$10,000,000 to $50,000,000

$50,000,000 and over

1931
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Tabbe 60.

—

Ratio of fixed assets * to invested capital^ for Standard Statistics composite
O) b99 corporations,^ by industry and by periods 1927-29, 1930-33, 1934-38, and
1927-38

Industry-
Number
of com-
panies

1927-28 1930-33 1934-38 1927-38

Advertising, printing, and publishing
Automobiles and trucks
Automobile parts
Autorhobile tires

Beverages
Building and real estate
Chemicals, fertilizer.'.

Containers
Electrical equipment and radio
Food products
Household products
Leather shoes
Machinery
Medicine, drugs...
Metals..
M iscoUaneous securities ^..

Office and business equipment
Oil producing and refining
Paper and paper products
Railroad equipment
Shipping and shibbuilding
Steel and iron
Sugar producing and refining
Textile and apparel
Tobacco products

Mainly manufacturing
All other ccmpanies

All companies

Percent
32
42
50
37
19
60
43
67
21

53
47
24
32
13
65
54
21
65
82
53
63
71

51

40
11

Percent
33
40
53
45
15
61
46
69
23
54
52
25
33
16
73
55
27
69
76
59
67
76
55
45
10

365
34

399 58

Percent
31

39
45
46
19
59
47
64
23
48
49
25
32
18
70
55
34
68
73
62
63
75
59
46
9

56

Percent
32
40
49
44
18
60
46
66
23
51

50
25
32
16
70
55
29
67
76
59
64
74
56
44
10

56

1 Net property account.
' Funded debt plus net worth.
3 The sample is composed of 400 corporations, but it was impossible to compute this ratio for one of them,

Oppenheim Collins Store.

Source: Standard Statistics.

As far as the trends are concerned, there is little to choose between
the Standard Statistics and the Statistics of Income tabulations.

The ratios for both sets of data rise from the prosperity to the depres-
sion period, and fall again from the depression period to the recovery
period.

There is a rather persistent, but not particularly spectacular,
difference in the ratios for the different industries covered by the
Standard Statistics composite. The lowest ratio of fixed assets to

invested capital is found in the tobacco group, with 10 percent. The
highest is in the paper products group, with 76 percent. The other
industries are tolerably evenly spaced between those two extremes.
Others in the low group are medicines, with 16 percent; beverages,
with 18 percent; and electrical equipment and radios, with 23 percent.
Others in the high group are steel and iron producers, with 74 percent;
metals, with 70 percent; oil producers, with 67 percent; and container
manufacturers, with 66 percent. This table serves to illustrate the
striking fact that four-fifths or more of the working capital is con-
sidered permanent by some industries. The tobacco group, par-
ticularly, apparently relies on invested capital for the bulk of its

working capital.

Other minor industrial differences in the trend of this ratio are to

be observed. The ratio does not seem to vary significantly over the
period covered by the Standard Statistics data. Moreover, although
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it is true that the ratio is higher in the depression period for all 400
companies, the same trend is not observed in all the industrial groups.
Eleven of them follow the pattern for all 400 companies; but 10 of

them, instead of increasing and then falling, continue to increase over
the entire period, while 3 of them actually decline over the period,

and a; final one has a smaller figure for the depression years than for
any of the other periods. This last-mentioned group comprises
beverage manufacturers. Those with the declining ratios are tobacco
companies, paper products manufacturers, and auto and truck
manufacturers. The fact that the tobacco manufacturers have a

decreasing ratio merely adds to the surprise occasioned by the fact

that their ratio is also the smallest of any of the industrial groups
covered in the Standard Statistics sample. They are not only devot-
ing a large amount, relatively, of their invested capital to working
capital, but are also increasing the proportion.

Plant-expansion policies.

A question frequently asked by persons interested in corporate
finance concerns the responsiveness of a company's investment in

fixed plant and equipment to trend in volmne of business. One of the
arguments advanced in favor of the imdistributed-profits tax was that
corporate managers were oftentimes heedless of the dictates of market
demand and would expand their plants in the face of an obviously
declining sale of their products. The tax, it was argued, would pre-

vent such expansion being made by means of retained earnings, and
require the corporate managers to submit their case to the judgment
of the capital market.
A possible method of analyzing the expansion of particular com-

panies is to compare the trend of sales with the trend of the fixed

assets account over a long period of time. This could be done to some
extent with the material available on the Standard Statistics identical

sample of 400 corporations covering the years 1927-38. The ma-
jority of these corporations did not report sales figures for the entire

period, so the analysis was limited to the 175 companies which pro-
vided the necessary data for at least 10 of the 12 years. The method
used in ascertaining the trends of the sales and fixed-assets items for

each of these companies was that of so-called semi-averages; that is, the
sum of the figures for the last 6 years was divided by the sum of the
figures for the first 6 years, separately for the sales and net property
accomits, for each company.^"

In order to attenuate some of the more obvious crudities of the

method used, only 5 classes of trends are distinguished: An increase

or decrease of 15 percent and more, an increase or decrease of 5 to

15 percent, and stationary (defined to be a change of less than 5 per-

cent either way). The distribution of the 175 companies into these

classes is shown in table 13.

Of the 175 companies in the sample, 56 showed a decrease of more
than 15 percent in both the sales and property accounts during the

latter half of the 12-year period as compared with the first half, while
only 19 companies registered a corresponding 15-percent increase.

"The year 1932 was considered tbe end point of the first period, whether sales were reported by the com-
pany in question for 10, 11, or 12 years. If sales were given only for 10 or 11 years, the figures for the first half
and second half were reduced to a common basis befjre computing the percentage change in the average
standing. Such a crude method of computing the trend was necessitated by the fact that a rough idea of the
general movement of each of 350 series was required.
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This illustrates the fact that the latter half of the period 1927-38
was not a period of expansion. At the other extreme, 3 companies
had a 15-percent and more increase in property account in the face of

a 15-percent and more decrease in sales, while 13 companies had a

15-percent and more decrease in property concurrent with a 15-percent

and more increase in sales. If the two classes of increase and de-

crease are combined, 87 firms fall in the group having significant

decreases in both property and sales, 25 ui the group having significant

increases in both items, 23 in the increasmg sales-decreasing property
group, and 10 ui the decreasing sales-increasing property group. Of
the remainmg companies, 18 had a stationary trend, i. e., less than 5

percent in either direction, in the property account, while 14 had no
significant change in the sales account. Included in these two groups
were two companies which 'exhibited stationary trends in both items.

Table 61.

—

Cross classification of trend ' of sales with trend ' of net property account

for sales reporting companies in Standard Statistics sample of 175 companies,
1927-38

Trend ' of property account

Decrease of 15 percent or more
Decrease of 5 to 15 percent
Stationary ^

Increase of 5 to 15 percent
Iircrease of 16 percent or more-

Total

Trend of sales >

Decrease
of 5 to 15

j

percent
|

Station-
Increase
of 5 to 15

percent

20

Increase
of 15 per-
cent or
more

Total

I Computed by the method of semiaverages: Divide average of items for 1933-39 by average of items for

1927-32 to arrive at percentage change. These tabulations were done at Income Tax Study, Philadelphia.

» Implies a change of less than 6 percent either way in the averages for the 2 halves of the period.

Two groups of companies in this tabulation merit particular atten-

tion since tlieir trends were not what one might have expected. The
13 companies whose sales increased m.ore than 15 percent over the

period while the property account decreased a corresponding amount
constitute a group which withlield indicated plant expansion for some
reason or other. TLe trends imputed to most of these companies,

moreover, are not misleadhig, but in some instances can be traced to

unusual influences. The 15 percent and more upw^ard trend of sales

for Otis Elevator and Melville Shoe was apparently due to expansion

through the acquisition of new companies. The sales increased

although the property account did not, the increased assets from the

acquisitions appearing in som.e account other than property. In

another case. Yellow Truck Corporation, the unusual trend resulted

from certain intercompany dealings between subsidiary companies.

In the case of Park & Tilford, the sharply increased sales were due to

the special circumstance of prohibition repeal. U. S. Freight Co.

showed an increased-sales, decreased-property relationship by droppmg
from their statements certain of their inactive lines. At the other

end of the table are 3 < orporations in which a downward trend of

more than 15 percent in sales is matched by a correspondingly large

increase in the property account. For 1 company in this group,

Hecla Mining, this was due to a change in account classification. The
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item "ore reserves" did not appear in the property account until

1933. Anaconda Copper, another company in this group, increased
its property account more than twofold in 1929 by acquiring substan-
tial interests in other mining companies. The trend of sales did not
show a corresponding jump. For the last company in this group,
Standard Oil of New Jersey, the unusual change in the sales-property
relationship seems to be due to certain parent-subsidiary transactions.

In addition to the limitations outlined above, an analysis of this

type has other characteristics which impair its validity. The period
studied, 12 years, is not long enough for a completely satisfactory
analysis of trends. Moreover, the acute depression which occurred
during this period may color the results somewhat. In addition, the
statistical technique employed—the method of semiaverages—has
serious defects, due to its failure to eliminate cyclical fluctuations
from the trend. A further limitation in studying this subject is due
to our inability to measure the effect of technological improvements on
industrial expansion. Finally, except for such unusual circumstances
as the repeal of prohibition, there are changes which result solely from
different accounting procedures, examples of which have been pre-
viously given.

Despite these limitations, the broad conclusions concerning the
expansion policies of these 175 companies during successive periods
of prosperity, depression, and recovery, as drawn above, are probably
tolerably accurate. Although each firm in the sample of 175 deserves
particular case-study treatment before appraising its expansion
policy, it would seem, on a purely statistical basis, that the bulk of

them were fairly conservative.

Like the working-capital analysis, this description of the fixed-

capital position of American manufacturing corporations has not been
calculated to uncover weaknesses in their financial structure which
could be set forth as causes of the great depression or which could be
cited as evidence calling for remedial legislation. The aim has been
merely to set forth some of the financial characteristics of American
manufacturing corporations, and to point out how these characteristics

have varied over the business cycle, among industries, and between
large and small corporations.





CHAPTER VI

SOURCE AND DISPOSAL OF CORPORATE FUNDS

A device for analyzing financial statements which has been largely
ignored by economists mitil recently is the source and disposal of funds
statement, sometimes referred to as a statement of funds and their

application. Such a statement is an outgrowth of the comparative
balance sheet showing increases and decreases in assets, liabilities,

and net worth between two dates. In the source and disposal of funds
statement, these increases and decreases, together with certain other
items of information, are arranged in such a manner as to show how
the financial condition of the business has changed during the period.

That is to say, such a statement traces the flow of funds through an
enterprise.

The financial studies which have used this device have been few.

Although accountants have long been famihar with such a flow of

funds statement,^ and although some large companies ^ have included
such statements in their annual reports, the analytical device does not
seem to have received much popular attention until Alexander Sachs
used it late in 1937 when he sought to track down the causes of the
recession.^ His analysis is hmited to a small sample of companies,
numbering 16 in 1936-37. This approach has since been taken up
by the Board of Governors of the Federal Reserve System and has
been used by the S. E. C in testimony presented at hearings con-
ducted by the T. N. E. C. Moreover, the National Bureau of

Economic Research is planning to employ this technique in its pro-

posed study of the changing financial requirements of American
enterprise.

The utility of the source and disposal of funds statement is apparent
at first glance. It tells, for a given time period, from what sources
the cash funds of an enterprise are derived, and what use is made of
these funds. If, for example, a given firm is building up inventory,
such a statement will tell not only that inventory is piling up but also,

caeteris paribus, how the company is getting the funds tp accumulate
this inventory. These funds, for example, may be derived from
profits, or from liquidation of receivables, or from an increase in

current liabilities, and so forth. A picture of the flow of business
funds gives the business-cycle analyst one of his best clues for singhng
out the particular characteristics of industrial operations which are
to be found in the different stages of the cycle. The source and
disposal of funds statement is not the whole picture, but it is an
important and hitherto neglected part of the picture.

'The standard accounting text rarely devotes more than a few pages to it, however. H. A. Finney's
Principles of Accoanting is one exeeption.

' E. g., United States Steel.
» Sachs' analysis is summarized in The Annalist, January 14, 1938, pp. 35 and 36, and presented more

fully in Corporate Finance and Taxation, Financial Management Series No. 15. The title is suggestive:
'The Financial Dynamics of Recovery Since 1933 and the Latest Constriction Phase in Capital Flow."

123
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The most serious objection to this type of analysis stems from the
fact that unusually complete financial statements are required for

the construction of a source and disposal table. The account on
which particular detail is most urgently needed is surplus, and it is

precisely this account on which details are most lacking. Not until

1934 when the S. E. C. regulations for financial statements became
effective did most companies publish sm"plus reconciliations adequate
for a statement of funds and their application.

As already indicated, the Statistics of Income and Standard
Statistics compilations are.inadequate for this purpose. In the former
compilations, the debits and credits to the surplus account are not
even mentioned, let alone detailed. Were the companies covered in

each pair of years identical, one could compute the change in the
surplus from one year to another, ascertain how much of the change
was due to business savings or losses, and then surmise how much
must have been due to the net effect of write-ups, write-downs, and
appropriations to and from surplus. The fact that the Statistics of

Income compilations for successive years do not cover the same
corporations, however, makes even this method of finding the net
debit or credit to surplus unsatisfactory. In the latter compilations,

of the Standard Statistics Co., we are dealing with an identical

sample, and the totals of the debits and credits to surplus are given.

But no break-downs of the totals are made so that, for purposes of a
source and disposal of funds statement, we are little better off than
in the case of the Statistics of Income compilations.

In the composite tables covering the samples of smaU manufacturing
corporations, an attempt was made to reconcile the change in the
surplus for each retiim. This attempt was not always successful, but
in most cases it was possible to trace the noncash debits and credits

carried to surplus to the proper asset or liability account. Two broad
categories of write-ups and write-downs taken to surplus are dis-

tinguished in the small corporations study: those to the property
account, and those to all other accounts. The latter category is

further broken down by means of a special tabulation which shows
each account undergoing a reyaluation. Such revaluations include,

of necessity, errors made on the returns by the taxpayer, and in some
cases, adjustments forced upon the taxpayer by internal revenue
agents. The fact that the samples covered only small corporations
was favorable for a source and disposal analysis, since such corpora-
tions are not in the habit of making extensive revaluations of their

balance sheet accounts. That is to say, the problem of reconciling

the surplus changes for the small corporations tabulations was less

acute than that for the Standard Statistics tabulations would have
been, or than that for the S. E. C corporations actually was.

Source and disposal statements in the present report are derived
from two separate sets of data, the one covering small manufacturing
corporations and the ot^er covering large manufacturing corporations.

Those covering the small corporations are derived from proposal 14,

and cover identical samples in five different industries. One sample
covering five industries extends over the years 1926-36, and therefore

permits source and disposal statements for each of the 10 years 1927-
36. Another sample covers five industries over the years 1930-36,
-and therefore permits source and disposal statements for each of the
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6 years 1931-36. The industrial distribution of companies in these
two identical samples of small corporations follows:



126 CONCENTRATION OF ECONOMIC POWER

including depreciation expense. The first and third alternatives

are followed in the present report, but there is much to be said for the
second. The third alternative is more a matter of account classifica-

tion than a problem of net versus gross (cf. infra). The funded-debt
account is another illustration. If several firms are being considered
in the aggregate, one has the choice of presenting either the difference

between the funded-debt increases and decreases or the sum of the
increases on the source side and the decreases on the disposal side.

Both alternatives have their particular uses. In the present report,

the former is followed, but for the S. E. C. sample the numbers of

firms showing increases and decreases are given. The other items on
the source and disposal statement may be similarly subjected to

alternative treatment, and care must be exercised by the particular
investigator to choose wisely from among these possibilities.

Closely related to the net versus gross problem is another arising

out of the various account classifications which may be employed.
The range of the decisions which may be made on this particular
question is extensive, being limited, on the one side, by the fineness of

the account classification in the original source material and, on the
other side, by the obvious identity of total source and total disposal of

funds, which is not a very revealing comparison. Between those two
extremes the decisions must be made with the aim of revealing with
all possible simplicity those aspects of the flow of funds most germane
to the problem under consideration.

In the source and disposal statements covering the small manufac-
turing corporations, 8 balance-sheet and 3 income items are dis-

tinguished. These items are current assets, investments, net prop-
erty accounts, other assets, current liabilities, funded debt, other
liabilities, capital stock, dej^reciation, net income before dividends,

and cash dividends.* In addition, current assets and liabilities are

broken down into their respective components. In the case of the

large corporations covered by the S. E. C. report, detailed source and
disposal tables for 6 of the industries are presented here. These
source and disposal tables cover essentially the items listed above.
Summary tables for all 47 industrial groups of these large manufac-
turing corporations list the principal items of disposal of funds. In
these summary tables, depreciation is combined with net income after

dividends to give a source of funds labeled "earnings." Funded
debt and capital stock are joined into "capital markets"; other assets,

other liabilities, investments, and the residual are lumped into an
"other" category.
The meanings of the various accounts used in tl^e S. E. C tabula-

tions covering large corporations are sufficiently well known that

their elaboration here is unnecessary. In the case of the small cor-

porations, explanation of the definitions attaching to the various
items can be found by reference to Appendix F.

The time period to be covered by the source and disposal table

constitutes another methodological problem whose solution depends
upon the purpose for which the analysis is being made. It might be
desirable to have the time period cover anywhere from 1 month up
to several years. In the present instance, the only choices available

< stock dividends are excluded, so far as possible, from the item labeled "cash dividends." Due to incom-
plete reporting, however, it cannot be said that the dividend item is free of all stock distributions.
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are between 1 year and a group of years, since interim statements
for the corporations in the samples are not generally available. A
source and disposal statement covering an entire year is going to

conceal certain sources, for example, which were canceled out by a

corresponding disposal during the year; and, similarly, it will conceal

certain disposals which were canceled by a corresponding source

during the year. Take the following illustration: In February a
corporation goes to the bank for a 6-month loan of $100,000 for work-
ing capital purposes. At the end of 6 months the loan is repaid.

That transaction, which may have been a very significant source of

funds for the corporation, will not appear on a source and disposal

statement covering a time period extending over the calendar year.

Since a year is still the most common time period for financial state-

ments, the present report has followed the policy of giving source

and disposal statements covering 1 year rather than a group of years.

It is not to be denied, however, that a statement covering several

years would be significant.

Many other problems of a theoretical as well as methodological

nature arise in the construction of a flow-of-funds tabulation. The
question of inventory valuation is one of the most difficult theoreti-

cally, but the amount of adjustment possible in practice is so small that

the whole matter may be ignored in the present instance. Consider-

able influence in the flow-of-funds tabulation is exercised by the acquisi-

tion of subsidiaries and by the treatment of subsidiaries in the financial

statements. Over a long period this problem may become acute.

In the present analysis reliance has been placed on the comparability

of the S. E. C. compilations. The number of companies covered

precluded detailed adjustments on this score, but it is not believed that

the consequent qualifications on the results are particularly serious.

The source and disposal statements for the small manufacturing
corporations were deri/ed from composite tables available in work-
sheet form at the Income Tax Study in Philadelphia. After the bal-

ance sheet changes over the respective years had been entered on the

source and disposal forms, all of the noncash debits and credits—that

is, the surplus adjustments—which could be singled out, were can-

celled against the changes in the appropriate balance sheet items.

The general procedure followed for the small corporations was essenti-

ally the same as that followed for the large corporations, which is

described in some detail in Appendix E. The proposal 14 tables basic

to this analysis of small corporations are published in Appendix F.

There are a few minor discrepancies between the source and disposal

tables presented in this chapter and the basic tables in Appendix F,

due to subsequent revisions of the latter.

SAMPLE OF LARGE MANUFACTURING CORPORATIONS, 1935-38

The analysis of the fiow-of-funds patterns for the 525 S. E. C.

registrants will be carried out along two broad lines. In the next sec-

tion the detailed statements for six industries— steel, oil, baking, tool,

brick, and clothing—will be surveyed. In the following section the

principal items of source and disposal for all 47 industries will be
presented, industrial differences singled out, and the broad flow-of-

funds pattern for these 525 registrants indicated.
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Detailed statements for six industries.

The six aforementioned industries were selected for special treat-

ment because two of them—steel and oil—represent what may be
called heavy industry. The other four—baking, tool, brick, and
clothing—are the nearest available approach to the five mdustries
covered by the small manufacturmg corporations sample. Unfor-
tunately no counterpart for the furniture industry is available among
the S. E. C. reports.

The source and disposal statements comprised by tables 1 to 6 have
been developed on special work-sheets, a copy of which appears as

Form A in appendix E (in columns 5 and 6). Dollar amounts (in

thousands) and percentages of total are given for each of 11 source
and disposal items. In addition, a break-down of the dollar amounts
for two of these items—rcurrent assets and current liabilities—is

presented on the bottom of the table.

Twelve largest steel producers.—Source and disposal of funds state-

ments for 12 steel producers with assets over $100,000,000 each are
presented for each of the years 1935-38 in table 62. An increase iii

current assets, largely cash, receivables and inventory, accounted for

one-half of the disposals in 1935, capital expenditures of $118,000,000
making up most of the balance. Depreciation charges equivalent to

the capital expenditures provided the bulk of these funds, the capital
markets and an increase in current liabilities (due both to banks and to
trade) constituting the remainder. The working-capital break-down
reveals that marketable securities were also liquidated—presumably
to build up the other current items. Four companies accounted for

the aggregate funded debt increase; the other 8 actually had modest
decreases in this item.
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In 1936 the flow of funds shifted sHghtly. Capital expenditures
of $196,000,000 were the principal application, comprising about a
half of the total, while current assets, due to increases in cash, receiv-

ables, and inventories, comprised a fourth. The source pattern was
similar to that for 1935, depreciation constituting a third rather than,

a half of the total. The sum of depreciation and net income approxi-

mately equaled capital expenditures. Six of the firms registered all

the increase in funded debt, the other six actually showing slight

decreases in this item.

The picture changed still further in 1937. Capital expenditures of

$335,000,000 constituted 81 percent of the disposals in that year, and
current assets only an eighth. The source pattern is still relatively

unchanged, the only shift this year being the increased importance of

net income. The working capital break-down reveals a sharp increase

in inventories in this year, combined with a paying off of current
accounts. This was presumably financed in part by drafts upon cash,

liquidation of receivables, and increases in notes payable and other
current liabilities. The 12 companies were again evenly divided be-

tween those increasing and decreasing their funded debt. Unlike the
other years, however, the increases and decreases largely canceled out.

Shifts of the disposal side continued in 1938. Capital expenditures
of $137,000,000 were back to the 1936 proportion of one-half the dis-'

posals, while the balance, instead of being an increase in current assets,

was largely composed of a decrease in current liabilities and a business
loss. A change also occurred on the source side, depreciation and
funded debt flotations each providing a half. Although there were
six decreases in funded debt, the five companies floating bond issues

dominated the scene.

The changes in the roles played by the principal items over the 4
years are interesting. Current assets constituted a large but decreas-
ing use of funds over the period, falling from 49 percent in 1935 to 27
percent in 1936, 12 percent in 1937, and 8 percent in 1938. Capital
expenditures expanded as an application of funds over the first 3

years, rising from 43 percent of the total in 1935 to 81 percent in 1937.

In dollar amounts this represents an increase from 118 to 335 million.

In 1938, however, it fell back to 46 percent. Similarly, net income
increased as a source of funds until 1938, rising from 7 percent in

1935 to 17 percent in 1937. In 1938, however, it had become a dis-

posal of funds, business losses comprising 17 percent of the total appli-

cation of funds. The depreciation charge was a relatively constant
source of funds, running around 40 percent of the total in each vear.

In dollar figures it varied from 110,000,000 in 1935 to 152,000,000 in

1937. The capital markets were a source of funds in each year, but
of varying importance from year to year. Starting at 26 percent in

1935, their share rose to 37 percent in 1936, then fell to about 24 per-
cent ^ in 1937, and wound up the period at 54 percent in 1938 when
$160,000,000 were obtained from the capital markets. In the first

2 years of the period, earnings (i. e. depreciation plus net income) just

about covered capital expenditures. In the last 2 years they fell far

short of this goal. Over the 4 years the extent to which earnings
covered capital expenditures fell persistently.

' Actually something more than 24 percent, because cancelation of the 4 percent debt retirement against
the 28-p)etcent stock flotation would decrease the total source and disposal and therefore increase slightly
the net contribution of capital funds.
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Seventeen largest oil refiners.—Table 63 presents 1935, 1936, and
1937 source and disposal of funds statement for 17 oil refiners, with
producing facilities, having assets over $50,000,000 each. Capital

expenditures of $374,000,000 constituted fully two-thirds of the total

apphcation of funds in 1935, funded-debt retirements and current

asset increases comprising the balance. On the source side, depre-

ciation matched the capital expenditures while net income comprised a
fifth of the funds. Among the working capital items, funds were
applied to increasing cash and receivables and were obtained from
selling marketable securities and inventory and increasing notes

payable and other current liabilities. Eleven companies joined in

retiring their jfunded debt, while three firms showed an increase of this

item.
-In 1936 capital expenditures totaling $474,000,000 played an even

more important role on the disposal side, comprising some four-fifths

of the total. Other liabilities made up another tenth of the applica-

tions. The source of funds was practically the same in 1936 as it was
in 1935. The workmg capital break-down shows that funds were
devoted to paying off notes and derived from all the current asset

items except receivables, and from the remaining current liability

items. All the companies but one recorded some change in funded
debt, but the increases and decreases largely canceled out.

In 1937 the disposal pattern reverted back to the 1935 form,
capital expenditures comprising three-fourths and current assets

a fifth of the total. Nevertheless capital expenditures in 1937 were
almost double those in 1935. On the source side the share con-
tributed by depreciation fell to two-fifths whUe the capital markets
entered the picture as a net source of funds producing some 18 percent
of the total. Fimds were applied to increasing marketable securities,

receivables, and inventory, and were derived from a draft on cash and
an expansion of current liabilities. Funded debt flotations and retire-

ments were again evenly divided in number of companies, but the

former modestly outweighed the latter in aggregate amount.
Over the 3-year period, capital expenditures were the largest single

item on either side of the statement, comprising 67 percent of the total

uses in 1935, 82 percent in 1936, arid 76 percent in 1937. Deprecia-
tion was the next largest item, but over the period it declined from
63 percent of the- total sources in 1935 to 61 percent in 1936 and to 41

percent in 1937. The capital markets were a drain upon these cor-

porate funds in 1935 (about 13 percent of the total), and modest con-

tributors in the other 2 years (6 percent in 1936 and 18 percent in

1937). Net income constituted a modestly increasing source of funds

over the period, rising from 20 percent in 1935 to 25 percent in 1936

and 26 percent in 1937. Earnings, (i. e., net income plus depreciar

tion) more than covered capital expenditures in 1935 and 1936, but
fell 10 percent short in 1937.

E'ight large, bakeries.—Eight bakers of bread and cake are registered

^^•iHth the S. E. C. These firms are undoubtedly the larger ones in their

particular industry. Table 64 presents source and disposal of funds

statements covering these eight firms for the years 1935-37.
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On the disposal side, capital expenditures comprised about a half of

the total in 1935, funded debt retirements making up most of the
balance. Depreciation provided two-thirds of the funds, and current

assets about an eighth. An increase in notes payable and a draft

upon cash provided the bulk of the working capital funds. Six of the

companies made retirements of their funded debt. There were no
bond flotations.

In the following year capital expenditures and bond retirements

still figured prominently on the disposal side (a half and a third of the
total, respectively) while increases in current assets took an eighth of

the funds. Depreciation again contributed two-third of the funds.

The fourth contributed by current liabilities is composed partly of an
increase in bonds maturing within the year. In actuality, therefore,

th"e figm'es for funded debt retirements are overestimated as far as the
companies involved are concerned, but not as far as the funded debt
accounts themselves are concerned. In effect, this picture indicates,

merely as a result of account transfers that some of the bonds were
retired by an increase in current debt. Four companies revealed a
decrease in funded debt and one an increase.

By the next year, 1937, the source and disposal pattern had shifted

significantly. Although capital expenditures still loomed largest on
the disposal side—being two-thirds of the total—current liabilities

were reduced, taking the bulk of the remaining funds. Depreciation
again constituted the bulk of the sources, about two-thirds, but other
liabilities provided most of the balance. Drafts on cash and increases

in notes payable helped finance expansion of receivables and inventory.

Current liabilities were again impregnated with some funded debt
maturing within the year. The aggregate effect of the funded debt
retirements made by five firms was largely counteracted by the bond
flotations of another company.
Over the period capital expenditures were a consistently large

disposal of funds, running 52 percent in 1935 and 1936 and 62 percent
in 1937. Similarly, depreciation was the largest contributor, provid-

ing 67 percent of the funds in 1935, 59 percent in 1936, and 65 percent
in 1938. The capital markets, instead of being source of funds, were
actually net drafts on resources in all three y^ars: 44 percent in 1935,

33 percent in 1936. and about 2 percent in 1937. The sum of net
income and depreciation matched the capital exnenditures in each
year of the period; in fact, in the first 2 years it was considerably

larget.

Seventy-nine toot manufacturers.—Table 65 presents source and
disposal of funds statements for 1935-37 covering 79 manufacturers
of industrial machinery, tools, parts, and equipment. This industrial

group is supposed to be particularly sensitive to cyclical influences.

Current assets accounted for more than half of the total use of

funds in 1935. Capital expenditures were less than a third of the

total, and stock retirements and reacquisitions an eighth. On the

source side three items figure prominently : depreciation, more than a

third; current liabilities, a third; and net income, a fourth. The
expansion in ciu'rent assets was largely in cash, receivables, and
inventory. This was financed in part by sale of marketable securities

and an increase in current debt. The funded debt decreases totaled

almost twice the increases.
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In the next year current assets were again the prmcipal disposal^

comprising almost a half of the total. Capital expenditures were
almost a third of the total, while bond retirements (rather than stock
retirements) constituted a fifth. The source pattern was altered by
the entry of the stock item onto the scene: Almost a third of the total

funds were obtained through this channel. The working capital

break-down is also similar except that cash was drawn upon instead

of augmented. The increases in funded debt were only nominal in

amount.
Current assets continued as the principal disposal in 1937, com-

prising three-fifths of the total. Capital expenditures accounted for

the balance of the utilization of funds. The 1937 source pattern was
similar to that for 1936, each of four items contributing about a

quarter: Income, depreciation, current liabilities, and bond flotations.

The working capital pattern was back to the 1935 picture: cash, re-

ceivables, and inventories were disposals; marketable securities, notes,

and other current liabilities were sources. The aggregate increase in

funded debt was four times the decrease.

This industry is characterized by a persistently large utilization of

funds through building up current assets. The proportions of total

funds utilized in thu fashion were 53 percent in 1935, 43 percent in

1036, and 59 percent in 1937. The only other important application

of funds was capital expenditures, fairly stable at around a third of

the total. Current liabilities were a persistent but slightly decluiirig

source of funds, being 32 psrcent of the total in 1935, 31 percent in

1936 and 23 percent in 1937. Depreciation fell off as a source of

funds, while retained profits increased. Income plus depreciation was
almost double capital expenditures in 1935, and considerably more
than new plant outlays in 1936 and 1937.

Nine brick manufacturers.—Nine manufacturers of brick and other

clay products are covered in the source and disposal statements for

1935-37 in table 66.

Bond retirements and current-asset expansion were the major uses

of funds in, this mdustry in 1935. Th^ former aggregated a third of

the total and the latter almost as much. Third position goes to capital

expenditures which totaled only a fifth of the applications. Two-
thirds of the funds were contributed by depreciation, the remainder

being split between stock flotations and current liability increases.

Among the working-capital items, accounts payable and other current

liabilities supplied funds, while receivables, inventory, and note repay-

ments absorbed them. Four companies accounted for the funded-

debt retirements, outweighing a bond flotation by one firm.

The 1936 disposal pattern was quite different. Current assets

figured even more prominently, usurping the role played in 1935 by
funded-debt retirements. Capital expenditures remained stable at a

fifth of the total disposal. The source side is similarly marked by
elimination of the capital market's previous role. Depreciation is

only a third of the total funds in 1936, the current debt increase

rising to match it, while other assets netted a fifth of the funds. Cash,

receivables, and inventories continued to expand, partly through an

increase in payables. The- five companies decreasing their fundied

debt failed to make this item a significant application even though

there were no ofFsettiug increases.
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The disposal of funds in 1937 was evenly divided between capital

expenditures and current assets. Depreciation provided a half of

these funds, and stock flotations a quarter. The increase in cash and
inventories was matched in part by a Hquidation of receivables.

Over the 1935-37 period current assets were the largest application

of funds, running 29, 67, and 46 percent of the total in each of these

3 years, respectively. Capital expenditures were an increasing dis-

posal, standing at 19 percent in the first 2 years and 50 percent in 1937,

The largest and most consistent provider of funds was depreciation,

totaling 59 percent in 1935, 35 percent in 1936, and 49 percent in 1937.

The capital markets were a net drain (more than 10 percent) on the

funds of these corporations in each of the years 1935 and 1936, and a

major source of funds (25 percent) in 1937. "Retained profits were also

a drain on funds in 1935 (6 percent) and a contribution in 1936 and
1937 (6 and 9 percent, respectively). Tn the first 2 years of the

period, earnings—i. e., income plus depreciation—were more than
double capital expenditures; in 1937 they were still significantly

larger.

Sixteen clothing manufacturers.—The S. E, C. industrial category

labeled "manufacturers of apparel other than hosieiy and footwear"
is comprised largely of men's clothing manufacturers. Source and
disposal statements for the 16 registrants in this group are presented

in table 67. Because the 1934 data for all 16 of the companies are not
available, the statements in table 67 cover only the years 1936 and
1937.

Table 67.

—

Source and disposal of funds, 16 manufacturers of apparel other than
hosiery and footwear, based on S. E. C. census of American listed corporations,

1936-37 1

[Unit: $1,000]
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Expansion of the current assets required two-thirds of the funds
acquired by these corporations in 1936. An increase in investments
(not marketable securities) took another fourth. Half the funds
were supplied by an increase in current debt, while retained profits

accounted for a fourth and depreciation a bare eighth. The expansion
in current assets was largely in receivables and inventory, while the

expansion in current debt was largely by note. Only one company
registered a change in funded debt, and that one was a modest increase.

The capital assets account was actually a slight source of funds in this

year.

The 1937 disposal pattern was quite different. Capital expenditures
resumed their more customary role and matched the current asset

increase by utilizing almost a third of the total funds. A decrease in

other liabilities took a fifth. Depreciation was again only a small

source of funds, providing hardly more than a fifth of the total.

More than a half was procured through stock issues. Receivables
were liquidated, notes incurred and marketable securities sold in order

to raise funds for the purchase of inventory and the settlement of

accounts payable and accrued liabilities. The only funded debt
change was a decrease recorded by one company.
Over the biennium current assets constituted the major disposal

of funds, running 60 and 31 percent of the total in 1936 and 1937
respectively. Capital expenditures, actually a slight source of funds
in 1936, were 31 percent of total applications in 1937. Depreciation
was the most consistent source, aggregating 13 percent in 1936 and
22 percent in 1937. The capital markets, which wxre a modest drain

on funds in 1936, became the most -important source—58 percent of

the total—in 1937. Net income plus depreciation naturally exceeded
capital expenditures in 1936 (since the latter were nil) but fell a third

short in 1937.

Resume.—Interesting industrial differences are brought out by a
comparison of the flow of funds pictures presented in the preceding

six tables.

Current assets figured as a significant application of funds, along-

side capital expenditures, m four of these industries, steel, tool, brick,

and clothing. They played a declming role in steel and clothing, but
in all four groups their magnitude compared favorably with that of

the capital expenditures. In one industiy, oil, capital expenditures
played a lone role, largely, as a use of funds. In the remaining in-

dustry, baking, capital expenditures were supplemented, on a sizable

scale, by retirement of outstanding securities. Much of the expansion
in current assets in the steel industry went into inventory, a fact

wliich has frequently been cited by analysis striving to explain the

1937 recession. When ranked according to the relative magnitude of

the capital expenditure item the industries run, from high to low, as

follows, oil (two-thirds to tliree-quarters) , bakmg, steel, tool, brick,

and clothing (less than a third).

.
Depreciation is the most persistent source of funds, industrially as

well as temporally. It is prominent in each of the six industries

covered here, and ranges from about two-tliirds of the total sources

in baking dowm to less than a quarter in clothing. In addition to the
baking industry, it is also particularly large in brick and oil, and
quite sizable in steel. Retained profits were a significant source of

funds in four of the industries, tool, oil, steel, and clothing. In some
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of these groups, however, it was a disposal of funds in certain years.

Four industry groups found the capital markets a source of funds,

steel, clotliing, brick, and oil. However, three of these industry

groups (steel is the exception) had a net outflow of funds into the

capital markets in some year during the period. Current liabilities

were a significant source of funds for one industry, tools. It was
observed above that both the steel and tool industries expanded their

current assets during this recovery period. Their expansion was
financed in different ways, however. The former got its funds
through depreciation, capital markets, and retained profits; the latter

through depreciation, current liabilities (presumably a mixture of

bank loans and mercantile credit), and retained profits. The greater

accessibility of the steel industry to the capital markets is evident.

For three of the industries—baking, tool, and brick—earnings (i. e.

net income plus depreciation) covered or exceeded capital expendi-

tures in each year studied. In the remaming three industries, such
earnings covered capital expenditures in 1935 and 1936, but failed to

do so in 1937 and (for steel) 1938.

Principal Sources and Uses For 47 Industries.

Detailed statements of the source and application of funds such as

were included in the preceding section are impracticable when there

are 47 industries to be considered, instead of 6. Such an analysis

would not only be very lengthy, but also run the chance of "missing

the forest for the trees." An alternative approach would be to com-
bine the source and disposal statements of all 47 industries for each

year, and examine the aggregate flow of funds. Such a method
would be defensible in the case of a body of data blessed with universal

coverage of, say, all manufacturing corporations. The present data
covering 525 firms in 47 industries, however, is merely a sample, and
not a judiciously selected one at that. An aggregate source and dis-

posal statement of these 47 industries would be strongly weighted by
the large industrial components such as steel, oil, and automobiles.

An analysis of such a statement would contribute little that an
analysis of the steel and oil statements had not already revealed.

Therefore, in order to gain some idea of the flow of funds patterns for

all 47 industries, without risking the chance of being too detailed on
the one hand and of being too unrevealing on the other, the approach
followed in this section will be to set forth the two largest sources of

funds and the two largest uses of funds for each of the 47 ^ industries

for each of the years 1935-38 in which data were available. The
underlying data are presented in tables 68-71, inclusive. The capital

letter "A" has been placed under the principal source and principal

use for each industry, and the letter "B" under the next most im-

portant (sometimes termed "secondary") source and next most
important use.

Of the 47 industries, 1935 data were not available for 14. The
remaining 33 industries including 420 companies are covered in table

68, which gives the principal sources and disposals in 1935.

Earnings, comprising net income plus depreciation, were the prin-

cipal source of funds for 26 of the 33 industries. Current liabilities

were increased enough to play this role in 3 industries, food canners,

• Based on 46 S. E. C. reports, one of which—sugar refiners—gives better coverage when split into two
groups.
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railroad equipment, and trucks. The capital markets provided the
bulk of the funds only for the cigarette industry. In 2 industries,

snuff and cereal manufactures, other liabilities played the major role,

while a decrease in current assets provided the major part of the funds
in the miscellaneous food group. In 14 industries current liabilities

played the secondary role on the supply side, current assets did the
same for 6 industries, earnings for 4 industries, and capital markets,
investments, and other liabilities for 3 industries each.

Of the uses of funds, capital expenditures head the list for 13 indus-
tries. Current asset increases were the principal disposal for as many
more industries, while the capital markets were the largest drain on
funds in 2 industries, cement and diversified grocery specialties. Three
industries, beet sugar, cigars, and snuff devoted the major part of

their funds to retiring current debt. The 1935 losses after dividends
•of cigarette companies were their principal application of funds, while
an increase in other assets played this role for the cereal companies.
Capital expenditures were the secondary use of funds in 16 industries,

current assets in 6, the capital markets in 8, and current liabilities,

other liabilities, and business losses (after dividends) in cereal, mis-
cellaneous food, and railroad equipment respectively.

Although net income plus depreciation was the principal source of

funds in 26 of the 33 industries, capital expenditures were the principal

disposal in only half as many groups. Current assets played as

prominent a role on the application side. The conclusion is, therefore,

that these corporations were, in general, using their funds to replenish

or increase their working capital rather than fixed capital in 1935.

Table 68.

—

Principal sources and uses of manufacturing corporation funds, by
selected industries, based on S. E. C. census of American listed corporations—
19S5 1
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Table 68.

—

Principal sources and uses of manufacturing corporation funds, bi/

selected industries, based on S. E. C. census of American listed corporations—
iSS5—Continued

/2 •
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by other liabilities and investments, and in 1 industry, snuff, by a
decrease in current liabilities.

The flow of funds in 1936, it may be obsen^ed, was characterized
even more markedly than in 1935 by an expansion in the current-asset
item made possible by funds derived primarily from earnings and cur-

rent debt.

The number of industries relying in 1937 chiefly on earnings for their

funds had decreased to 25 (see table 70). The capital markets were
coming to play a more prominent part, with 7 industries deriving the
major part of their funds therefrom. An increase in current debt
played the corresponding role in 7 industries. Some liquidation of

current assets took place since 8 industries found this their chief source
of funds. Earnings played a secondary role in providing funds for 17

industries, current Uabilities for 11 industries, the capital markets for

10 mdustries, current asset liquidation for 5 industries, and sale of

capital assets, other assets, and other liabilities for 1 industry apiece.

In one industry, cotton and wool, liquidation of current assets pro-
vided all the fiends.

Capital expenditures come into their own in 1937, comprising the
principal use of fimds in 29 of the 47 industries and the secondary
disposition in 13 others. Current assets still constituted a major utili-

zation of funds in 10 industries, and a secondary use in 16 others.

Security retirements were relatively common, 7 industries finding this

their chief apphcation of funds and 1, cigars, devoting the bulk of their

funds to that purpose. Other items playing the role of major use were
current habilities (3 industries), other assets (2 industries), and other
habilities and business losses after dividends (1 industry each).

In 1937 the building up of current assets so characteristic of the two
earlier years slowed douii somewhat, the role of capital expenditures
increasing. Althousrh earnings were still the most prominent source
of funds, the capital markets became increasingly important ac

contributors.

Table 69.'

—

Principal sources and uses of manvfacturing corporation funds, by se-

lected industries, based on S. E. C. census of American listed corporations—
1936^

a
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Table 69.—Principal sources and uses of manufacturing corporation funds, h/
selected industries, based on S. E. C. census of American listed corporations—
1936—Continued

1
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Table 70.

—

Principal sources and uses of manufacturing corporation funds, by
selected industries, based on Securities and Exchange Commission census of
American listed corporations—1937 '

1



146 CONCENTRATION OF ECONOMIC POWER

The Securities and Exchange Coro.mission has pubhshed the 1938
financial statem.ents for 102 corporations in 9 of these 47 industrial

groups. In each of these industries except steel, the 1938 tabulation

includes a slightly larger nunaber of registrants than were in the 1935-37

statem.ents. The principal sources and uses of funds in 1938 are set

forth in table 71 for each of these 9 industries.

Earnings are still the dom.inant source of funds, holding first place

in four of the industries. Current assets are a principal source in

three industries, indicating a reversal of a tendency found in the

earlier years, and the capital m.arkets in two industries. Earnings
were a secondary source of funds in four industries, the capital m.ar-

kets in three, liquidation of current assets in one, and selling of

investments in another.

Although capital expenditures were the principal use of funds in

five industries out of the nine, reduction in current debt (also reversal

of a previous tendency) ranked first in the rem.aining four industries.

Every industry except autom.obiles devoted either the m.ajor or

secondary portion of its funds to settlem.ent of current liabilities.

In two industries—autom.obiles and cigarettes—the buUding up of

current assets still constituted the secondary use of funds and in

three other industries capital expenditures were the second largest

application.

The coverage of table 71 is far less adequate than that of tables

68-70, but if the 1938 experience of these 102 corporations is roughly
representative of the 525, then there was a m.arked shift in the flow

of funds, away from building up working capital and toward settle-

m.ent of current payables. The Recession of 'late 1937 seem.s to have
led these com.panies to back-track by consolidating their working
capital positions through contracting inventories and receivables

which had become top-heavy.

Table 71.

—

Principal squrces and uses of manufacturing corporation funds, by
selected industries, based on Securities and Exchange Commission census of
American listed corporations—1938 ^

S. E. C.
Report
No.

Industry

Pteel -

Meat packing -

Automobiles
Tires
Aericultural machinery
Cigarettes over $10,000,000
Office machinery.
Containers an.'! closures..
Chemicals and fertilizers, over

$10.000,000

Num-
ber of

com-
panies '

Principal sources

Earn-
ings

'

Capital
mar-
kets <

other

A';B8

A'

B'
A'

Principal uses

Capital
expend-
itures 5

Cur-
rent
assets

other
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TWO SAMPLES OF SMALL MANUFACTURING CORPORATIONS, 1927-36

In this section som-ce and disposal statements for two identical

samples of small manufacturing corporations in each of five industries

will be presented and described. One sample covers 1927-36 and the

other 1931-36. The five industries, listed in the order of discussion,

and the number of companies in each identical sample follow:

Number of companies

Industry

Bakeries
Men's clothing.
Furniture
Stone—clay
Machine tool-..

Total

The procedure will be to describe the 1927-36 statements for a

given industry, and then the 1931-36 statements for that industry.

A concluding paragraph will summarize the picture for that industry.

This analysis, unfortunately, is much briefer than the original nature-

of the underlying data warrants. Limitations of time account for

this lack of due emphasis. These basic data, however, are now being

analyzed more elaborately by the National Bureau of Economic Re-
search in New York City.

Small Baking Corporations.

Eighty-one bakers, 1927-36.—Oi (he original sample of 200 small

baking corporations included in the small manufacturing corporations

study in 1926, 81 continued in existence throughout the 11-year period

1926-36. Source and application of funds statements for these 81

companies combined for each of the years 1927-36 are contained in

table 72.

Depreciation charges constitute not only a sizable but alsg a

consistent source of funds. In dollar amounts they rose from $412,000

in 1927 to $447,000 in 1930 and then declined steadily to a low of

$337,000 in 1936. As a percentage of the total they fluctuated from
48 percent in 1927 to 84 percent in 1936. Stock and bond flotations,

although small and fluctuating, were a source of funds in several of

the years covered, while net income after dividend disbursements was
a source of funds in 1927-30 and a disposal thereafter.

The applications of funds were dominated by capital expenditures

wliich, like depreciation on the source side, were large and consistent.

As a percentage of the total uses capital expenditures fluctuated from
a 1932 low of 35 percent to a 1928 high of 82 percent, the percentage

tending to fall off in depression. It has previously been noted that

income was a net disposal of funds after 1930. Investments were a

net disposal of funds in 1928 through 1931 and again in 1933 and 1934.

They were a source of funds in the other years.

Current assets were prim.arily a disposal of funds in the late

twenties, a source of funds in the eaily years of the depression, a

disposal of funds again in 1933 and 1934 and a source of funds in the

recoverv of 1935-36. This item, fluctuates considerably running as
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\6w as a 1 -percent source of funds in 1935 and as high as a 26-percent
source of funds in 1932. Current habihties followed a course con-
verse to that of current assets. In 1927 and 1928 they constituted
a source of funds. In the peak prosperity year 1929 and in the depres-
sion years 1931-32 they were paixl off and'^therefore constituted a net
disposal of funds. In the following years they alternated between
the source and the disposal function. Like the current assets, cwrent
liabilities fluctuated widely from a 1 -percent disposal in 1934 to a
29-percent disposal in 1930. An inspection of the working capital
break-down reveals that inventories were built up, on balance, in the
late twenties, depleted in the early thirties, 9,nd accumulated, on
balance, in the 1933-36 period.

Twenty-seven bakers, 1931-36.—Of the sample of 75 small baking
corporations picked from the 1930 income tax returns 27 rero.ained in
operation through the year 1936. A source and disposal statement
on an aggregate basis of these 27 companies is presented in table 73.

Depreciation is again a consistently large source, running as high as
81 percent and not going below 46 percent of the total. S^ock and
bond flotations were a source of funds only in a few years of the period,
the former in 1934-36 and the latter in \ 931 and 1933. Retirero.ent
of stock and bond issues constituted a disposal in the other years.
The investm.ent item was negligible except as a source of funds in
1934. The m.ost proro.inent use of funds was capital expenditures,
which were sizable in each of the years 1931-36, fluctuating from 37
to 59 percent. Business losses drew upon funds significantly in the
years 1932-34.
As in the larger sam.ple, current assets were a source of funds in the

depression years 1931-32 and a disposal of funds in each of the years
1933-36. As a disposal of funds they got as high as 45 percent and
never fell below 11 percent over the period. Current habilities were
also sizable, occurring as a disposal in the first 2 years of the period
and a source thereafter. They fluctuated from, a low of 5 percent in

1935 to a high of 38 percent in 1931. Inventories were depleted in

the first 2 years of the period. In the years since 1932 they were
increased, on balance.
The conclusions to be drawn from, this analysis are simple. Depre-

ciation and capital expenditures are not only large but consistent as
sources and uses of funds, respectively. The form.er is in general,

larger than the latter but not significantly so. Current assets and
current liabilities play a com.pensatory role, the form.er providing
fimds in poor tim.es and usmg funds in good tim.es, the latter providing
funds in good tim.es and using funds in poor tim.es. The fact that
current assets constituted such a significant disposal of funds in the
years 1933-34 is worth repeating.

Small men's clothing companies.

Forty-six men's clothing companies, 1927-36.—Source and disposal

statements for a sam.ple of 46 identical m.en's clothing m.anufacturing
com.panies with 1926 assets less than $250,000 appear in table 74
covering the years 1927-36.

Depreciation appears as a surprisingly sm.all source of funds, running
around $30,000 before the depression and hitting a low of $17,000

—

less than $400 per com.pany—in 1934. Capital stock and net incom.e

':o9345—40—No. 15 12
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are both more sizable. Capital stock was a large source of funds in

1927 and 1928, a smaller but still significant source of funds in 1929
and 1930 and again in 1932 and 1936. It was a disposal of funds in

the years 1931, 1933-35. In the years 1927-30, a total of $203,400
was obtained through this source. Income appears as a source of

funds in the prosperous years 1927-29, a disposal of funds in the
depression j'-ears 1930-33 and a source of funds again in 1934-36.

Commensurate with the insignificant role played by depreciation,

capital expenditures constituted a minor item on the disposal side.

Their high level was $48,000 in 1931, while in 1933 they comprised
a source of funds to the amount of $23,000. Current assets, invest-

ments, current liabilities, and income took their turn in absorbing
the bulk of the funds acquired by these 46 men's clothing manufac-
turers. Current assets were a disposal of funds in the late twenties,

a source of funds in the early thirties, and began in'i(1933 to fluctuate

between the source and disposal side through to 1936. In each year
current assets comprised a large segment of the total, going no lower
than 31 percent and rising as high as 95 percent. In 7 out of the 10

years, current assets comprised more than 70 percent of the total

source or disposal, as the case may be.

Current liabilities were also sizable, fluctuating from a low of 12

percent to a high of 76 percent. In the first 4 years of the period
1927-30 this item fluctuated between the source and disposal side.

In the early thirties, however, it was a consistent disposal and in the

years 1933, 1935, 1936 it was a source of funds. lii 1934 it was a

largo disposal.

The item of investments, although running lower than current as-

sets or current liabilities, nevertheless played a significant role in the
source and disposal statements of these manufacturers. In general

it fluctuated between the source and disposal side, but in each of the
years 1933-36 investments were liquidated, comprising a source of

hmds for these small companies at a time when business operations
were expanding. A large accumulation of inventories in the late

twenties was rapidly depleted in the depression. Some restoration

was made in 1933, and the rest in 1935 and 1936.

Twenty-seven men's clothing companies, 1931-36.—As with the

larger sample, so in this sample of 27 companies commencing in 1931,
depreciation played a minor role on the source side and capital ex-

penditures a minor role on the application side of the source and dis-

posal statement. (See table 75.) More important functions were
performed by ciurent assets, current liabilities, and investments, al-

though income, which comprised a disposal in the years 1931-32, was
fairly prominent in certain years.

Current assets were a source of funds in the first 2 years, 1931 and
1932; they made up 95 percent of the disposals in the next; were the

majo'v source in 1934; and a disposal in the next 2 years, 1935-36.

In 5 cut of the 6 years they ran higher than 75 percent of the total;

in the remaining year they were 31 percent. Current liabihties fol-

lowed a course contrary to ciu'rent assets. They also figured promi-
nently, totaling 60 percent or more in 4 out of the 6 years and never
going below 45 percent. Investments followed, roughl3\ the course

of current assets, alternating between source and disposal. Inven-
tories were an alternating item. Starting in 1931 as a disposal of
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funds, they wound up the period as a source after having changed
sides in every pair of years.

The striking conclusion to be drawn from this survey is that the
men's clothing industry is not a field of manufactm-ing dominated
by capital equipment. Depreciation and capital expenditures are
both relatively insignificant items. The current items, investments,
and income play the major roles in determining the flow of funds
pattern, and fluctuate widely from side to side of the statement. In
general their role is that dictated by the business cycle, with current
assets providing funds in slow times and using them in good times
and current liabilities providing funds in good times and using them
in poor times.

Small Furniture Manufacturers.

Sixty-six furniture manufacturers, 1927-36.—Source and disposal

statements for 66 small furniture manufactiu-ers who stayed in exist-

ence from 1926 to 1936 are presented in table 76, covering the years
1927-36.

Depreciation is a modest but consistent source of funds for these

manufacturing concerns fluctuating from a low of 10 percent to a high
of 34 percent. It totaled $182,000 in 1929, the high point, and
$112,000 in 1936, thedow level. Funded debt and capital stock both
play rather significant roles on the source side. Funded debt was a
source of funds in the late twenties, a disposal of funds in the early

thirties, a source of funds again in the first years of the recoveryf

1933-34, and a disposafof funds in the later years, 1935-36. Capital

stock displayed a strong tendency to constitute a source of funds.

After being a disposal of funds in 1927, it became a source of funds in

1928-30, then a disposal in 1931-32, and a source in 1933-36 during
the recovery period.

Capital expenditures, like depreciation, were tolerably small but
fairly consistent. They varied on the disposal side from a high of

$336,000 in 1929 to a low of $14,000 in 1935. In 1931 enough plant

and equipment was sold to bring in a net total of $62,000. As per-

centage of the total they fluctuated from 2 to 46 percent on the use-of-

funds side. In 1931, they were a 7 percent source of funds.

Current assets and current liabilities played rather important roles

in the source and disposal statements of these manufacturing com-
panies. Current assets were a disposal of funds in the late twenties,

a source of funds in the early thirties, and fluctuated between disposal

and source in the later years. Current liabilities displayed a converse

pattern. Investments were a source of funds in every year of the

period except 1928-30 and 1933, when these small furniture companies

seemed to have been stocking up heavily with securities. The change

from accumulation to decumulation of inventories came in 1929 and

continued through 1932. Except for an interruption in 1934, in-

ventory holdings were augmented in the years after 1932.

Twenty-eight furniture comvanies, 1931-36.—In the smaller sample

of 28 companies covering the years 1930-36 depreciation appears

again as a small but consistent source of funds, never going higher than-

34 percent nor fallings b^low 17 percent (see table 77). Income was

a source of funds in ] 933-36. Stock flotations provided funds in,

everv vear except 'l932, L934, and 1936, but were not particularly
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prominent. Funded debt did not provide any funds except in 1934
and 1936 when 4 and 21 percent, respectively, of the total fimds were
derived from this source. Long-term debt retirements absorbed
funds in the other years, but never more than 1 or 2 percent of the
total application of funds.

Current assets and current liabilities again played important roles.

Current assets provided three-fourths of the total funds in 1931 and
1932 and in the next year comprised 90 percent of the total use of funds.

In 1934 they again provided 46 percent of the total funds and in the
next 2 years consumed about three-fourths of the funds acquhed.
Current liabilities, although not quite so large, were on the opposite
side of the use-and-disposal statement in each year.

Although depreciation and capital expenditures constituted rela-

ti^ly consistent and tolerably commensurate sources and uses of

funds respectively for these small furniture manufactiu-ers, they were
not large and in 2 years were so low as to be practically negligible.

In 1 year, moreover, the capital account was a sizable source of funds.
Current assets and current liabilities, on the other hand, were large

but fluctuated from one side of the statement to the other in their role

compensatory to the business cycle. The capital markets appear to

have been tapped only in the good times.

Small Stone-Clay Companies.

Seventy stone-clay companies, 1927-36.—Of the 200 stone-clay com-
panies in the original 1926 sample of small manufacturing corporations,

70 remained in existence through 1936. Source and disposal state-

ments on an aggregate basis for these 70 companies appear in table 78
covering the years 1927-36.

Depreciation generally comprised a fairly large proportion of the
total source of funds for these clay-products companies. In one year
(1935) 88 percent of the funds were derived from depreciation, but
during the depression period this source of funds ran lower than 40
percent of the total. The size of the depreciation item probably
explains in large part the fact that very little of the funds -of these cor-

porations was obtamed from net income. They usually absorbed
funds in financing business losses.

The parallel to the important position occupied by depreciation
appears in the role played by capital expenditures on the disposal side

of the statement. This item, though not quite as sizable a disposal as

depreciation was a source, nevertheless was as high as 75 percent of

the total application of funds in 1927. Over the decade, however,
capital expenditures fall off and reached a low point of 6 percent of the
total disposals in 1935.

Income, we noted, is more often on the disposal than on the source
side of the statement. The current items, although still a shifting lot,

nevertheless were tolerably large. Current assets were a disposal

of funds in 1927-28, a source of funds in the next 6 years, 1929-34
and a disposal of funds in the next 2 prosperity years. In all of these

years except 1927 and 1930, moreover, this item was large. Current
liabilities were generally not large and followed a pattern roughly
opposite to that of the current-asset item. Inventories were built up
through 1930. In the next 6 years, except 1934, however, drafts were
made upon these stocks.
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Thirty stone-clay companies, 1931-36.—In the smaller sample of clay-
products companies, depreciati(Ai again appears a consistent but rela-

tively small source of funds, running as low as 21 percent and never
going over 39 percent in the 1931-36 period (see table 79). This is

a somewhat different picture from that portrayed by the larger
sample of 70 companies and may be due to the heterogeneity of the
industry. It will be noted, moreover, that a similar discrepancy in

the failure experiences of these two samples was found. The failure

rate of the larger sample was above the average, while that of the
smaller sample was not only below the average, but constituted a
better showing than that by any other industry.

On the disposal side appears another striking disparity between this

sample of 30 companies and the other sample of 70 firms. Capital
expenditures, which for the major sample were a consistent though
diminishing disposal of funds, appear not only as a smaller item lor

the 30-company sample but also appear as sources of funds in certain

years of the period. In 1931'-32 capital expenditures were a disposal

of fimds. In the next 2 years they were sizable sources of funds. In
1935 they were a disposal of funds and in 1936 a 14-percent source of

funds again. The principal disposal of funds for these companies
seems to have been the income item, a disposal in every year of the
period except 1936. As a disposal it got as high as 85 percent and
never fell below 60 percent. Capital stock was a source of funds in

the first 2 years 1931-32 and appeared as a disposal of funds in the

next 4 years, 1933-36.

The current items fluctuated surprisingly little. The current assets

were a source of funds m the first 3 years, ranguig from 5 to 71 percent.

In the last year they were a 33-percent disposal. Current liabilities

were a source of funds m the first year, 1931, a disposal in the next

year, and a source of fimds in each of the following 4 years. This
relatively consistent role played by the current items is not surprising.

It carries over, moreover, to the inventory item. Depletion of inven-

tories took place in the first 3 years of the period and again in 1935,

The principal conclusion to be drawn from this survey is that the

large and small samples of these clay products' companies may not

be comparable with respect to their source and use of funds state-

ments. The reason for this incomparability is not clear, but further

evidence of it may be found in a compaifison of the failure experience

of these samples. It seems that the discrepancy between these sam-
ples is a pervasive one, and is not limited solely to the flow of funds

pattern. Taking the larger sample as more representative, we find

that (1) depreciation was the major source and capital expenditiu-es

on important but decreasing disposals; (2) cm-rent assets were large,

current liabilities small and both were quickly responsive to the busi-

ness cycle; and (3) the large depreciation expense explains the rela-

tively small income and helps to clarify the poor profit results exhibited

in an earlier chapter by these companies.

Small Machine-tool Companies.

One hundred and eighteen machine-tool companies, 1927-36.—̂ h&
origmal sample of 200 machine-tool companies in 1926 seems to have

withstood the depression the best of these five industries, if number

of failures is used as a criterion. Of the original 200 companies, 118

remained in existence through 1936. Source and disposal of funds
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statements for the 118 companies combined appear in table 80 for the
years 1927-36.

Depreciation comprised a sizable source of funds in ^very year of the
period. It was more than half of the total in 1927, about one-fourth
in 1929 and 1930, and a tliird or more in the other years. In dollar
terms it reached a liigh of $410,000 in 1929 and a low of $240,000 in

1934. The year 1934 represents opposite extremes for this item. It

was highest ui percentage terms '(89 percent) and smallest in dollar
terms. Funded debt also comprised a source of funds in 1927-29 and
again in 1932 and in 1936. In other years of the period funds were
employed to retire long-term debt. Capital stock was a source of
funds in the years 1927-30, 1932, and 1934-36 wliich is a surprising
showing for this item. In the few remaming years capital stock seems
to. have been retired. Income was a source of funds in the late

twenties, a disposal of funds in the 5 years 1930-34, and a source of

funds again in 1935-36.
Capital expenditures were a widely fluctuating disposal of funds.

In some years, for example 1927, 81 percent of the funds were utilized

in this manner, whereas in 1932 the net property account was a dis-

posal of funds only to the amomit of 1 percent, or $9,000.
Current assets were a disposal of funds in the late twenties, a source

of funds in the early depression years, and a disposal of funds in the

late depression years, appearing as fairly sizable items in each year.

With the exception of 1927, current assets ran 23 percent or more of

the source or disposal in every year. In 3 years they ran 50 percent
or more of the total. Current liabilities played a role roughly com-
pensatory to that of current assets. Investments, Uke current assets,,

were accumulated through 1930, liquidated in 1931-33, accumulated
in 1934 and 1935, and liquidated in 1936. Inventory holdings in-

creased until the onset of the depression. In 1930-32 heavy liquida-

tion of inventories took place. Little activity appeared in this item
thereafter until 1936 when stocks were augmented considerably.

Twenty-three machine-tool companies, 1931-36.—The source and
disposal of funds statement for the snialler sample of machine-tool-
manufacturing companies parallels closely that for the large sample
(see table 81). Depreciation com,prised one-third of the sources in

1931, a fourth in 1932 and 1934, and a half in 1933, 1935, and 1936.

Capital stock was a source of funds in 1931-35 and a disposal in the

last year. Net income was a sizable disposal of funds through 1934
and a source of funds thereafter. Capital expenditures were a signifi-

cant disposal of funds in ev^ery year except 1932, when plant and
equipm.ent were hquidated to provide funds.

VCurrent assets were liquidated in the years 1931, 1932, and 1934,

therefore appearing as a source of funds. They were accumulated,
however, in the other years and absorbed a large proportion of the

available funds. Current liabilities were paid off in 3 out of the 6

years, appearing as a disposal of funds. They were incurred, how-
ever, in 1931, 1933, and 1935, and brought in a third of the funds in

1933 and 1935. Investments appear to have been liquidated through-
out the period^ thereby providing funds. Inv-entory holdings were
depleted to bring in funds in 3 years of the period, 1931, 1932, and 1934.

In the other years m.odest sums were devoted to restoring stocks of

unfinished and finished goods.
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Several conclusions may be drawn from these tabulations covering

two identical samples of machine-tool companies. Current assets

were accumulated in prosperity and liquidated in depression. Long-
term debt and •capital-stock flotations were undertaken in good times

and retired in bad tiro.es, although the latter item was a surprisingly

persistent source of funds. Depreciation was the ro.ost stable source,

fluctuating from a quarter to a half of the total. Current liabilities

appeared as a source in 7 of the 10 years, in prosperity as well as in

depression. Incoro.e was a source in good times but not in periods

of slow business. Investments were unimportant but appeared to

act, in response to the business cycle, as do current assets.

COMPARISON OF LARGE WITH SMALL COMPANIES

Four of the industrial groups included m the sample of S. E. C.

registrants correspond more or less closely with those in the samples
of small manufacturing corporations. Moreover, their source and
disposal of funds statements overlap for the year 1936 in every in-

stance, and for the year 1935 in every industry but one, men's clothing.

In this section the source and disposal statements of the sample of

large manufacturing corporations will be compared, industry by
industry, with the corresponding statements for the saro.ple of small

manufacturing corporations.' The coro.parison will consist of listing,

side by side for large and smaU companies, the largest and the next

largest sources for each year, the largest and next largest disposals-,

and the role (either source or disposal) played by inventory. The
percentage which each item bears to the total source or disposal of

Cunds is also given in the following tabulation.

Large Companies Small Companies

8 large and 81 small bakeries

SOURCES

Percent Percent

1935: Depreciation 67 Depreciation 72

Current assets 13 Investments 14

1936: Depreciation 59 Depreciation 84

Current liabilities 25 Capital stock 9

DISPOSALS

Percent Percent

1935: Capital expenditures ..-- 52 Capital expenditures 81

Funded debt 44 Business losses 11

1936: Capital expenditures 52 Capital expenditures 73

Funded debt.- 33 Current liabilities 1»

INVENTORY

1935: Disposal Source
1936: Disposal Disposal

16 large and 46 small men's-clothing manufacturers

SOURCES

Percent
Percent

1936: Current liabilities 57 Current liabilities...— 74

Net income 25 Income and investments, eacti._ »

' In the case of the stone-clay companies, the sample of large companies ^"'be compared with each'of

the 2 samples of small companies separately. In the cases of the other industries, the sample of large

companies will be compared only with the larr.er of the 2 samples of small companies.
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Large Companiks Small Companies

disposals

Percent Percent

1936: Current assets 60 Current assets 86
Investments 26 Capital expenditures 10

INVENTORY

1936: Disposal Disposal

9 large and 70 small stone-clay companies

Percent Percent t

jtJo: Depreciation _. _. 59 Depreciation 88
Capital b cock !_- 22 Other liabilities 4

1936: Depreciation 35 Depreciation 59
Cui rent liabilities 29 Net income 22

DISPOSALS

Percent Percent

1935: Funded debt _ 33 Current assets 47
Current assets 29 Business losses 39

1936: Current assets 67 Current assets 48
Capital expenditures 19 Capital expenditures ^.- 28

INVENTORY

1935: Disposal Source
1936: Disposal Source

9 Large and 30 small stone-clay companies

SOURCES

Percent Percent

1935: Depreciation 59 Depreciation 39
Capital stock 22 Current liabilities 24

1936: Depreciation 35 Current liabilities 42
Current liabilities 29 Depreciation 26

DISPOSALS

Percent Percent

1935: Funded debt 33 Business losses 62
Current assets 29 Capital expenditures 34

1936: Current assets 67 Capital stock 48
Capital expenditures 19 Current assets 33

INVENTORY

1935: Disposal Source
1936: Disposal Disposal

79 large and 118 small machine-tool companies

Percent Percent

1935: Depreciation 38 Depreciation 36
Current liabilities 32 Net income 29

1936: Current liabilities 31 Depreciation 28
Capital stock 29 Current liabilities 25
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Large Companies Small Companies

disposals

Percent Percent

1935: Current assets 53 Current assets 61
Capital expenditures 31 Capital expenditures 30

1936 : Current assets - 43 Current assets 59
Capital expenditures- 29 Capital expenditures 40

INVENTORY

1935: Disposal Source
1936: Disposal Disposal

It will be observed that there are marked similarities between the
source and disposal patterns for the large and small corporations. In
every industry except stone-clay the major item of source and of

disposal in each year (except 1936 for machine tool) is the same for

both the large and small companies. There is frequently a difference,

however, between the next largest item of source and of disposal,

as between the two samples. The large bakeries procured funds
through their current items and applied funds to retiring their funded
debt. Ttiis characteristic is not found in the small bakeries. The
large machine-tool companies relied nore heavily than the small
companies on current liabilities for their funds. The disposal pattern
for these companies, as well as the entire flow of funds patterns for

the large and small men's clothing manufacturers, are remarkably
similar. The discrepancies between the samples of large and small
stone-clay companies are not surprising in view of the differences

between the two samples of small companies. In general, the flow of

funds pattern of the large companies seems to correspond more closely

with that of the smaller sample of 30 small stone-clay firms than with
that of the larger sample of 70 small stone-clay companies. This may
be'a point in favor of the smaller sample of small stone-clay companies.
The role played by the inventory item is tolerably similar as between
the large and small companies, except in the case of the 9 large and 70
small stone-clay firms, where inventories played opposite roles.





SUMMARY

This survey of the financial characteristics of American manu-
facturing corporations has been devoid of any startling conclusions
or epochal findings. The factual treatment accorded the subject
was designed to acquaint the reader with the financial structure of

industry. as it is, and not as it ought or might be. This concluding
seqtion, therefore, is not a body of recommendations or a statement
of weaknesses in our producing economy, but merely a collation of

some of the broad generalizations advanced in this report. It need
hardly be said that most of these generalizations Can be seriously

misleading unless the reader examines also their qualifications set forth

in the body of the report.

In the aggregate, over a period of years, American manufacturing
corporations earn a sizable rate of return on their equity capital,

running more than 4 percent. Some industrial subgroups such as food
are much more profitable than others, such as lumber. Moreover,
some industries are subject to wider fluctuations in profits than others.

There are wide fluctuations in profits for particular companies.
In 1929, more than a fourth of 'a sample of 400 large firms earned
15 percent or more on their total invested capital, while in 1932 more
than half were in the red even before fixed charges had been met.

In the prosperous year 1929, more than a third of the 742 firms in a

sample of small manufacturers failed to earn a penny on their equity.

Large corporations are generally more profitable than small ones.

Contrary conclusions reached by some analysts are due to a bias in their

samples toward the more profitable firms. Of these more successful

firms, profitability does decrease slightly with asset size; but of all

firms, the converse relationship holds. This progression of the profit

rate with size is found in the return on equity and on total capital.

Where, however, compensation of officers is included with profit

before fixed charges, profitability, thus defined shows a modest
tendency to decrease with increasing asset size. This factor niay

explain why small firms continue in business for years without making
a net profit on equity.

The proportion of earnings paid out in dividends fluctuates violently

with the business cycle, due primarily to gyrations in the denominator
of this ratio. To the better-known factors influencing dividend dis-

bursements, such as profits, size of surplus, and special factors as the

undistributed-profits tax, must be added another influence: liquidity

position. The evidence indicates that the strength of the Hquidity

ratio helps determine whether cash dividends shall be paid.

By 1936 all manufacturing companies in the aggregate had failed to

restore their current ratio position of 1933, not to mention that of 1929.

The current ratio of the medium-size corporations made the best show-

ing. It was not only relatively high, but also best withstood the

ravages of businesi depression. Among particular companies there are

wide differences in the size of the current ratio. Most of the firms in

173
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a sample of large corporations do not derive any of theii* working
capital from notes payable. The proportion of abstainers in this

respect, moreover, is relatively constant. Unlike the current ratio,

the turn-over ratios of American manufacturing corporations had
regained their predepression standing by 1936.

Among manufacturing corporations the proportion of owned to

borrowed capital runs about 4 to 1. Approximately a third of the

owned capital is derived from paid-in and earned surplus and undis-

tributed earnings. Of the total borrowed or outside capital, cm-rent

debt comprises slightly more than a half. The largest corporations,

with assets over $50,000,000, exhibited an interesting trend over the

six years 1931-36: their proportions of o\\Tied to borrowed capital

and of surplus to owned capital both declined in the face of an increas-

ing proportion of current to total debt. The experience of a sample
of small manufacturing corporations indicates that funded debt has
been a growing source of capital over an 11-year period. American
manufacturing corporations hold in the aggregate about a half of their

invested capital in the form of land, plant, and equipment, but rela-

tively more of their capital is invested in fixed than in current assets.

In general, a direct relationship between the trends in sales and in net
property account was found for a sample of 175 large firms. There
were a few exceptions, but some of these could be explained by special

circumstances. If there was any tendency away from this relation-

ship, it was in the direction of conservatism in expanding fixed plant.

In the recovery years, 1935-37, a sample of 525 large oorporations
exhibited a strong tendency toward devoting a large portion of their

funds to building up current assets, particularly inventory and re-

ceivables. This tendency appears to have been reversed in the next
year, capital expenditures taking the bulk of the funds, even though,
in dollar amount, they decreased. In general, net income plus de-
preciation provides enough funds to cover capital expenditures, but
there are exceptions to this rule in particular industries in particular

years. The capital markets, a relatively minor source of funds in

the early phase of the recovery, assumed a more important role in

the later years.

Sample tabulations indicate that there are industrial differences in

the flow of funds patterns for small manufacturing corporations.

Although depreciation is the chief source of funds and capital expendi-
tures the principal disposal, these items play more important roles,

relatively, in the machine tool and stone-clay industries than in the
baking and men's clothing industries. In these latter industries the
current items take a particularly important part, while in all five

industries studied their influence can hardly be ignored. In general,

the current assets are built up during prosperous years at the same
time that current liabilities are increased; and the current assets are
liquidated during depression years concurrently with a retirement of

current debt. The patterns for the small companies are tolerably

similar to those for the large firms.



APPENDIX A

CORRECTION FOR NONREPORTING OF BALANCE SHEETS
IN STATISTICS OF INCOME

A knotty problem in the calculation of corporate profitability ratios

from Statistics of Income tabulations for years prior to 1931 arises

from the fact that the profit figures apply to a larger group of corpora-

tions than are covered by the capitalization figures. This is because
some corporations that file income tax returns do not submit balance
sheets therewith. In 1931 and subsequent years this inconsistency

between the income statement tabulations and the balance sheet data
has been ironed out by presenting two sets of income statement tabu-

lations, the one for all reporting active corporations and the other

for those reporting corporations which submitted balance sheets with
their returns.

The problem is to eliminate as far as possible this heterogeneity

from the profit-to-capitalization ratios in the years 1926-30. There
are two broad alternative approaches to this problem. The first

would be to adjust the numerator so that it would include only the

profits (or losses) of the so-called balance-sheet returns. The other

alternative is to increase the denominator so that it comprehends the

capitalization figures not only of the balance-sheet returns, but also

of the nonbalance-sheet returns. Although pursuance of either al-

ternative will result in an arbitrary adjustment, the second seems
preferable for several reasons. Application of the former alternative

—

adjusting the numerator to cover a smaller number of corporations

—

would mean a reduction in the coverage, and probably in the repre-

sentativeness, of the resulting profitability ratio. Moreover, appli-

cation of the former alternative is relatively impracticable because, as

indicated by the tabulations for 1931 and later years, the ratio of

compiled net profits (less tax) for all balance-sheet returns to the

same item for all reporting corporations is subject to wide variations.

Thus, for all manufacturing corporations, tliis ratio stood at 91 per-

cent in 1931, jumped to 125 percent in 1933, and fell back to 101

percent in 1935. It would obviously b6 hazardous to extrapolate such

a ratio backward from 1931. On the other hand, the second alterna-

tive—adjusting the denominator to cover a larger number of corpo-

rations—does not suffer so violently from either of these defects. It

not only maintains the complete coverage of reporting corporations,

but also the ratio of the incomplete to the complete capitalization

figure could not be expected to undergo such precipitous fluctuations

incidental to the course of the business cycle. An objection to in-

flating the numerator, however, arises from the fact that so doing

will make the 1926-30 coverage inconsistent with that for 1931-36.

In the latter period only balance-sheet corporations are included. In

the former, all reporting corporations would allegedly be included.

Since the corporations excluded from the latter period but included

in the former are probably unprofitable, the adjusted profit ratios for

the years 1926-30 may be expected to be understated slightly, rela-

tive to those for the years 1931-36.
This problem was faced by Epstein, and resolved by a procedure

based on the second method : The denominator was raised in coverage

to be comparable with the numerator (see appendix A, pp. 601-602

of his Industrial Profits in the United States). Epstein "stepped up"
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the capitalization figures by ascertaining the ratio of total number of

returns filed to number of returns with balance sheets, and then by
applying this ratio to the total capitalization of the corporations sub-

mitting balance sheets. The derivation of this "estimated" capital-

ization of all reporting corporations involved "the assumption that,

the average capitalization per company of the companies that filed

balance sheets is no larger or smaller than of those that did not."

This assumption was admittedly at variance with the fact that the

corporations not submitting balance sheets were probably "relatively

small." Therefore, Epstein struck an arithmetic average between
this "estimated" capitalization and the "not stepped up" capitaliza-

tion and considered this mean as the most accurate available measure-
ment of the actual capitalization of the reporting corporations.

It would seem, however, that Epstein's final mean is still somewhat
of an exaggeration of the a'ctual capitalization. If one considers gross

sales rather than number of returns, the percentage of coverage as

between the balance-sheet and no-balance-sheet returns is about 99
percent over the period 1931-36, not only for all manufacturing
corporations but also (with a few minor exceptions) for each of the
subgroups: Foods, textiles, forest products, stone-clay-glass products,

and metal products. One wonders whether this relationship may not
be a better guide to the amount by which the published capitaliza-'

tion figure should- be stepped up in order to make it comparable with
the profits figure.

It can be demonstrated that multiplying the published capitaHza-
tion figure by the ratio of sales of all reporting companies to sales of

balance-sheet companies would give a correct figure for the capitali-

zation of all reporting companies provided the sales to capitahzation
ratios for the no-balance-sheet companies averaged the same as those
for the balance-sheet companies.
To test the validity of this assumption, turn-over ratios were com-

puted for all manufacturing corporations in 1931, with break-downs
according to income and no income companies and further according
to asset size. The former break-down revealed little of major sig-

nificance; the sales to equity ratios for the income companies Av»ere

slightly above those for the no-income concerns. The asset size

break-down revealed, however, that the smallest companies had a
turn-over five times that of the largest, and about four times that of
all companies. Since we may expect the no-balance-sheet companies
to be in this smaller-size group, it is possible that their turn-over ratio

is larger than that for all companies. But the fact that they are
probably less active would mean that their turn-over ratio was prob-
ably less than that of the active small-balance-sheet companies.

In order to test the significance of this qualification of our basic
proviso, a calculation of an average tum-over ratio for all companies
was made on the assumption that all the no-balance-sheet companies
fell into this smallest-size class and had a tum-over ratio characteristic
of that size class. The resulting tum-over figure was changed
only about 1 percent—from 0.869 to 0.878—even though it was
assumed that the no-balance-sheet companies had an average turn-
over characteristic of that for the smallest class. This assumption
probably exaggerates the turn-over of the no-balance-sheet corpora-
tions, -which means that even the 1-percent differential above noted
overstates the actual discrepancy. Therefore it seems safe to con-
clude that a stepping up of published capitfi^lixiition figures, on the
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basis of this assumption, would not miss the mark very far. But it is

not daimed that such an adjustment hits the bull's-eye.

Once the ratio of reporting-company sales to balance-sheet-company
sales is condoned as the inflation factor for the capitalization figure,

the remaining problem becomes one of extrapolating this ratio back-
ward from 1931 through 1926. One possible guide to the movement
of this ratio is the relationship of the number of returns filed to the
number filed with balance sheets. This ratio-is available for all years
1926-36. Unfortunately, however, the correlation in the period
1931-36 between this ratio and that indicating sales coverage of the
balance-sheet returns is slight, as a glance at the accompanying table

A-1 indicates. Apparently the sales-coverage ratio is influenced by
factors other than the relative number of returns filed with balance
sheets. However, in each industrial class except metals the sales

latio hovered around 101 percent, and for metals around 100.5 per-

cent. Therefore, perhaps these average standings would be as satis-

factory for stepping up factors as any figures derived by mathemati-
cally complex methods. Moreover, since our basic assumption
concerning turn-over is subject to some qualification, we are under
no delusions, in any case, concerning the accuracy of our adjusting
procedure.

Table A-1.—Ratio of number and of sales of all returns to balance-sheet returns,

manufacturing and 6 subgroups, 1926-31



APPENDIX B

COMPANIES INCLUDED IN STANDARD STATISTICS CO.'S
COMPOSITE OF FINANCIAL STATEMENT AS OF DECEM-
BER 31, 1938

Advertising, printing, and publishing

(7):

Conde Nast Publications.
Cuneo Press.

Curtis Publishing.
General Outdoor Advertising.
Intertype Corporation.
McCall Corporation.
Mergenthaler Linotype.

Automobiles and trucks (13)

:

Auburn Automobile.
Chrysler Corpora.tion.
Federal Motor Truck.
General Motors.
Graham Paige.
Hudson Motor.
Hupp Motor Car.
Mack Trucks.
Nash-Kelvinator.
Packard Motor Car.
Reo Motors.
White Motors.
Yellow Truck.

Automobile parts and accessories (27)

:

Bohn Aluminum.
Briggs Manufacturing.
Budd Manufacturing.
Budd Wheel.
Campbell, W3'ant & Cannon.
Eaton Manufacturing.
Electric Auto-Lite.
Electric Storage Battery.
Evans Products.
Gabriel Co.
Hayes Body.
Libby-Owens Ford.
Marlin Rockwell.
Martin Parry.
Midland Steel Products.
Motor Products.
Motor Wheel.
Mullins Manufacturing.
Murray Corporation.
Ross Gear & Tool.
Smith (A. O.).

Spicer Manufacturing.
Stewart Warner.
Thompson Products.
Timken Roller Bearing.
Trico Products.
Young (L. A.) Spring & Wire.
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Automobile tires, rubber goods, etc
(10):

Firestone Tire.

General Tire & Rubber.
Goodrich.
Goodyear.
Intercontinental Rubber.
Lee Rubber.
Mohawk Tire.

Norwalk Tire.

Seiberling Tire.

United States Rubber.
Beverages (alcohol and soft drinks) (4)j

Coca-Cola.
Hires (Charles E.).

National Distillers.

Park & Tilford.

Building and equipment (22)

:

Alpha Portland.
Barber Co.
Lehigh Portland.
Lone Star Cement.
Penn-Dixie.
American Seating.
Blaw-Knox.
Celotex.
Certain-teed Products.
Crane Co.
Devoe & Reynolds.
Equitable Office Building.
Foundation Co.
Glidden Co.
Illinois Brick.
Johns-Man ville.

Otis Elevator.
Pittsburgh Plate Glass.
Sherwin-Williams.
United States Gypsum.
Walworth.
Yale & Towne.

Chemicals and fertilizer (19):
Air Reduction.
Allied Chemical.
American Cyanamid.
Atlas Powder.
Columbian Carbon.
Commercial Solvents.
Du Pont.
Freeport Sulphur.
Hercules Powder.
Mathieson Alkali.
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chemicals and fertilizer (19)—Con.
Texas Gulf Sulphur.
Union Carbide.
United Carbon.
United States Industrial Alcohol.
Vulcan Detinning.
Westvaco Chlorine.
International Agricultural.
Tennessee Corporation.
Virginia-Carolina Chemical.

Containers (3)

:

American Can.
Continental Can.
Thatcher Manufacturing.

Electrical equipment and radio (10):
Cutler-Hammer.
Formica Insulation.
General Electric.

Westinghouse Electric & Manu-
facturing.

Weston Electrical Instrument.
American Bosch.
Crosley Radio.
Hazeltine Corporation.
Radio Corporation of America.
Stromberg-Carlson

.

Food products (27)

:

Continental Baking.
Loose-Wiles.
National Biscuit.

United Biscuit.

Ward Baking.
American Chicle.
Brach (E. J.) & Sons.
Sweets Co. of America.
Wrigley.
Beatrice Creamery.
Borden Co.
National Dairy.
Armour & Co.
Cudahy Packing.
Swift & Co.
Wilson & Co.
Beechnut Packing.
California Packing.
Corn Products Refining.
General Foods.
Libby, McNeil & Libby.
Mead Johnson.
Penick & Ford.
Quaker Oats.
Seeman Bros."

United Fruit.

Wesson Oil.

Household products (16):

Artloom Corporation.
Bigelow-Saiiford.
Congoleum Nairn.
Mohawk Carpet.
American Ice.

City Ice-& Fuel.
Advance Aluminum Castings.
Airway Electric.
Bon Ami.
Diamond Match.
Eureka Vac.ium.
Maytag.

Household products (16)—Continued.
Proctor & Gamble.
Simmons Co.
White Sewing Machine.
Williams Oil-O-Matic.

Leather and shoes (7)

:

Amalgamated Leather.
Brown Shoe.
Endicott-J oh n son

.

Florsheim Shoe.
International Shoe.
Kinney (G. R.)
Melville Shoe.

Machinery (25):
Case '(J. L).
Deere & Co.
International Harvester.
Allis-Chalmers.
American Machine & Foundry.
Babcock & Wilcox.
Bliss (E. W.).
Briggs & Stratton.
Caterpillar Tractor,
Chicago Pneumatic Tool.
Fairbanks Morse.
Foster Wheeler.
IngersoU-Rand
Link Belt.

Marion Steam Shovel.
National Acme.
National Supply (Del.).

Niles Bement-Pond.
Northwest Engineering.
Seagrave Corporation.
Transue & Williams.
United Engineering & Foundry.
United Shoe Machinery.
United States Hoffman.
Worthington Pump.

Medicines, drugs, and cosmetics (5)

:

American Home Products.
Coty/
Lambert.
Lehn & Fink.
Parke, Davis.

Metals (nonferrous) (21):
American Zinc.

Anaconda Copper.
Bunker Hill & Sullivan.

Calumet & Hecla.
Cerro de Pasco.
Federal Mining.
Howe Sound,
Inspiration Consolidated Copper.
Kennecott.
Magma Copper.
Miami Copper.
Phelps Dodge.
St. Joseph Lead.
Aluminum Co. of America.
American Metal.
American Smelting and Refining.

Butte Copper.
Hecla Mining.
Parke Utah.
United States Smelting.
Vanadium.

2-".9845—40—No. 1-5- -13
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Miscellaneous (24)

:

American Bank Note.
American Chain & Cable.

American Safety Razor.
Atlas Plywood.
Atlas Tack.
Brunswick-Balke.
Driver-Harris.
Eastman Kodak.
General Refractories.

Harbison Walker.
Hollander (A.).

International Salt.

Internatiooal Silver.

Liquid Carbonic.
Mengel.
National Enameling.
National Lead.
Remington Arms.
Savage Arms.
Wahl Co.
Consolidated Laundries.

New York Dock.
United States Distributing.

United States Freight.

Office and business equipment (9j

:

Art Metal Construction.
Burroughs Adding Machine.
General Fireproofing.
International Business Machines.
National Cash Register.

Pitney-Bowes.
Remington Rand.
Royal Typewriter.
Telautograph.

Oil producing and refining (25)

:

Amerada.
Atlantic Refining.
Barnsdall Oil.

Consolidated Oil.

Gulf Oil.

Houston Oil.

Humble Oil. -

Indian Refining.
Indiana Pipe Line.
Mid-Continent Petroleum.
Ohio Oil.

Phillips Petroleum.
Pure Oil.

Shell Union.
Skelly Oil.

Socony Vacuum.
Standard Oil of California.

Standard Oil of Indiana.
Standard Oil of Kentucky.
Standard Oil of New Jersey.

Standard Oil of Ohio.
Sun Oil.

Texas Corporation.
Tide Water Associated.

--^Union Oil of California.

Paper and paper products (3)

:

Container Corporation.
Scott Paper.
Union Bag «fe Paper.

Railroad equipment (10):

American Brake Shoe.
American Locomotive.
American Steel Foundries.
Baldwin Locomotive.
General American Transportation.
General Railway Signal
Lima Locomotive.
New York Air Brake.
Union Tank Car.
Westinghouse Air Brake.

Shipping and shipbuilding (7)

:

American Hawaiian Steamshiji.
American Ship Building.
Atlantic Gulf & W. I.

Eastern Steamship.
Ellectric Boat.
New York Shipbuilding.
Todd Shipyards.

Steel and iron (17)

:

Acme Steel.

American Rolling Mill.

Bethlehem Steel.

Byers (A. M.)
Crucible Steel.

Inland Steel.

.Jones & Laughlin.
Kevstoiie Steel.

Otis Steel.

Sloss Sheffield.

Superior Steel.

Truscoii Steel.

United States Pipe & Foundry.
Warren Foundry & Pipe.

United States Steel.

Youiigstown Sheet & Tube.
Castle (A. M.).

Sugar producing and refining (8)

:

American Sugar.
Central Aguirre Association.

Cuban American Sugar.
Fajardo Sugar.
Great Western Sugar.
Guantanamo Sugar.
National Sugar Ref.

South Porto Rico Sugar.
Textiles and apparel (30)

:

Cannon Mills.

Naumkeag Steam.
Pacific Mills.

Pepperell.
Powdrell & Alexander.
Durham Hosiery.
Gotham Silk Hosiery.
Kayser (J.)

Phoenix.
Van Raalte.

Cluett Peabody.
Decker (A.) & Cohn.
Hart Schaffner.
Kuppenheim (B.)

Manhattan Shirt.

Munsingwear.
Phillips-Jones.
Richman Bros.
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Textile and apparel (30)—Continued.
Reis (Robert).
American Bemberg.
Celanese Corporation.
Industrial Rayon.
Belding Heminway.
Blumenthal (S.)

Century Ribbon.
United Piece Dye.
American Woolen.
Arlington Mills.

Cleveland Worsted.
Stroock (S.)

Tobacco and tobacco products (16):
American Tobacco.
Liggett & Mvers.
Lorillard (P.).

Morris (Phillip).

Reynolds (R. J.).

Universal Leaf.
American Snuff.

American Sumatra.
Bayuk Cigars.
Congress Cigar.
Consolidated Cigar.
General Cigar.
Helme (G. N.).
Mac Andrews & Forbes.
United States Tobacco.
Webster Eisenlohr.

All other companies (35):

Coal (7)

:

Lsland Creek Coal.
Lehigh Coal & Navigation.
Pennsylvania Coal & Coke.
Philadelphia & Reading Coal
& Iron.

All other companies (35)—Continued.
Coal (7)—Continued.

Pittsburgh Coal.
Pittsburgh Terminal Coal.
United Electric Coal.

Retail trade (25)

:

Abraham & Straus.
Arnold Constable.
Best & Co.
Bloomingdale.
Fair (The).
Gimbel Bros.
Interstate Department.
Kaufman Department.
Kresge.
May Department.
Oppenheim Collins.

Grant (W. T.)
Kresge (S. S.).

Kress (S. H.).
Newberry (J. J.).

Woohvorth (F. W.).
American Stores. ''

First National Stores.

Jewel Tea.
Kroger Grocery.
National Tea.
Butler Bros.
Montgomery Ward,
Sears, Roebuck,
Childs Co.

Theaters (3):

Loew's, Inc.

L^niver^l Pictures.
Warner Bros.



APPENDIX C

DESCRIPTION OF ITEMS USED IN THE STANDARD STATIS-
TICS SAMPLE OF 400 CORPORATIONS

Source.

—

Ftohi the ofl&cial records of the corporation analyzed.

Data are as of the close of the calendar year. Where a fiscal year
does not precisely coincide with the calendar year, the data are re-

ported under the calendar year containing the majority of months of

the particular fiscal year.

Net profit.—Represents the amount available for fixed charges after

depreciation, etc.

Fixed charges.—Consisting of bond interest, other interest and
amortization, bond discount and expense, and subsidiary charges.

Net income.—Available for dividends after depreciation and fixed

charges.

Preferred dividends.—Only payments made or declared during
company's fiscal year.

Available for common.—Represents amount available for common
stock after deducting preferred dividend requirements for the year,

whether fully paid or not.

Common dividends".—Total cash payments during the fiscal year
on the common stock.

Surplus adjustments.—Net amount charged or credited to surplus

through stock dividends, property adjustments, etc.

Balance to surplus.—The net increase or decrease in profit and loss

surplus through the year's operations.

Total invested capital.—Includes funded debt, preferred and com-
mon stock, capital reserves and surplus.

Property account.—Shown after depreciation and other reserves.

Investments.—Jjong term mvestments.
Intangibles.—GoodMdll, patents, Ucenses, unamortized bond dis-

count and like items.

Cash and equivalent.—Includes marketable securities, call loans,

and Government securities and similar items.

Receivables, inventory, current assets, and current liabilities are

the usual items.

Fimded debt.—Long-term debt, including purchase-money mort-
gages, subsidiary preferred stocks, etc.

Preferred stock.—Includes all stock issues senior to the one analyzed.
Common-stock surplus.—Book or stated value of common or capital

stock and surplus.

Capital reserves.—Consisting of special appropriations from surplus
for contingencies.
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APPENDIX D

STUDY OF SMALL MANUFACTURING CORPORATIONS

The general procedure followed in the study of small manufacturing
corporations may be summarized thus: Income-tax retiu-ns of about
1,300 small manufacturing corporations were pulled from, the files of

the Bureau of Internal Revenue and sent to the Income Tax Study in

Philadelphia, a Work Projects Administration project of the Division
of Tax Research of the- Treasury Department.^ The income state-

ments and balance sheets of these returns were transcribed at the
Income Tax Study according to suggestions advanced by the planners

of the study in the Department of Commerce.^ After the data from
the original returns had been transcribed they were then retrans-

cribed onto another so-called adjusted-data card which contained not
only all the adjustments which it was intended to make of the original

data, but also all of the ratios for which frequency counts were desired.

Finally, the tables were compiled on the basis of the information on
the adjusted-data cards. Such tables are of two general sorts: First,

composite tables which are merely aggregates of the income statement
and balance-sheet information on the adjusted-data cards; and
second, frequency-count tables which are classifications of the various

ratios according to size. Each of these phases, of the study will be
explained in some detail in the pages which follow.

SAMPLING REQUIREMENTS

The requirements set up for inclusion in thesam'ple were seiveralfold.

In the first place, it was decided to limit the corporations to those

having assets under $250,000 in 1926. This is ah arbitrary require-

ment intended to fulfill the condition that the corporations be small.

In fact, it might be more appropriate H instead of "small," the corpo-

rations were described as "very small." NevertJieless, it is still true

that the bulk of American manufacturing corporations—68,803 out of

a total of 85,350 filing balance sheets, or 81 percent in 1936—fall into

the less than $250,000 asset category. Therefore, other limitations in

the sample were required. The second major limitation was that the

returns be restricted to five industries, as follows: Bajkeries, men's

clothing, furniture, stone and clay products, and machine tools and

accessories. Other requirements of the sample were that the firm be

in active operation in 1926, and submit a balance sheet with its income

statement on its 1926 returns.

The diverse industrial fields embraced by, and the large number of,

small manufacturing corporations precluded comprehending more than

a few industrial categories within the modest confines of the proposed

study. Therefore, industrially and geographically, the sample had to

> This study was sponsored and directed by the Division of Tax Besearch of the Treasury Department
and financed by funds transferred by the Commissioner of Work Projects to the Treasury Department
under authorization of the President.

' The project was known; at the Income Tax Study, as Special Proposal 14.
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be controlled so that a tolerably representative picture could be ob-

tained from examination of 1,000 corporations over the 11 -year period

and 300 additional corporations over the last 7 years. This accounts

for limiting the sample to 5 industries. Two of these—machine-tool

manufacturers and some part of the stone and clay products industry

—

represent producers' goods. Tv»"0 of them—furniture manufacturers
and the rest of the stone and clay products industry—represent con-

sumers' durable goods. The men's clothing industry produces what
may be called consumers' semidurable goods, while the bakery indus-

try produces consumers' perishable goods. In addition, the 5 in-

dustries selected are characterized by small firms rather than large

ones. Finally, the industrial groups were sufficiently easy to recognize

to permit a tolerably consistent industrial break-down. The retiu'ns

of the sample were drawn "from 22 collection districts ^ selected with
an eye to industrial characteristics and regional diversity. The coun-
try was arbitrarily divided into 5 regions and enough collection dis-

tricts were included in each region to cover approximately 50 percent
of the eligible returns filed. Within each collection district the sam-
ple was drawn by given letters of the alphabet; that is, all the corpo-
ration returns in letter "A" for each of the 22 collection districts were
examined and eligible ones drawn, and similaily for other letters.

When 200 * returns for a given industry had been drawn, no more
returns for that industry were pulled. This established procedure was
continued until 200 returns had been drawn for each industry. Once
the sample for 1926 had been constructed, the returns for those iden-

tical firms were drawn in succeeding years through 1936, or until a
given firm failed. In addition to the original sample of 1,000 returns
starting in 1920, a supplementary sample of 300 returns starting in

1930 was pulled under the same requirements as indicated for the
original sample of 1,000 returns in 1926.

PULLING THE SAMPLE

The first problem encountered in pulling the returns to be included
in the sample was that of geographical 'distribution. The income-tax
returns of the Bureau of Internal Revenue are filed by collection dis-

tricts. In most cases there is but one collection district to a State,

although large States such as New York and Pennsylvania may require

as many as five. For selection purposes the country was divided into

five areas—Northeast, East, South, Midwest, and Far West, No
intention was in mind of making these areas correspond to census
areas or any other well-known economic classifications. It was
merely desired to spread the collection districts examined throughout
the entire United States. The collection districts which were actually

included in each area follow:

Northeast: Massachusetts and Rhode Island.^

East: New York, second and third, and Pennsylvania, first. ,

Middle West: Ohio, first; Ohio tenth; Ohio, eleventh; Ohio,
eighteenth; Illinois, first; Illinois, eighth; Missouri, first; and
Missouri, §ixth.

South: North Carolina, South Carolina, Georgia, Kentucky,
Alabama, Texas, first, and Texas, second.
Far West: California, first; Cahfornia, sixth; and Colorado.

' A 23(^istrict was also examinpd to build up the sample for the machine-tool industry. See Infra.
* In actuality, slightly more than this number were pulled, to allow for nonusable returns.
• For machine tools only.
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This total of 23 collection districts is less than half the number in

the entire United States. In tiddition, only 22 of these collection

districts were used for 4 of the industries covered. The twenty-third
collection district, Khode Island, was employed only in order to build

up the sample of machine-tool manufactm-ers. It was found virtually

impossible to obtaiii the required number of machine-tool manu-
facturers unless the Rhode Island collection district was sampled.

It was stated above that the collection districts were selected with
the intention not only of giving industrial representation, but also of

including about one-half the total corporate returns filed in each area.

TIh> States included in each area, for this purpose, follow:

New England: Maine, New Hampshire, Vermon.t, Massa-
chusetts, Rhode Island, and Connecticut.

East: New York, New Jersey, Pennsylvania, Delaware,
Maryland, and the District of Columbia,
Middle West: Ohio, Indiana, Ihinois, Michigan, Wisconsin,

Minnesota, Iowa, Missouri, North Dakota, South Dakota,
Nebraska, and Kansas.

South: Virginia, W\^st Virginia, North Carolina, South Caro-

Ima, Georgia, Florida, Kentucky, Tennessee, Alabama, Missis-

sippi, Arkansas, Louisiana, Oklahoma, and Texas.

Far W^est: Montana, Idaho, Wyoming, Colorado, New Mexico,

Arizona, Utah, Nevada, Washington, Oregon, and California.

The letters of the alphabet comprehended by the sample and the

ortler in which these letters were examined, were determined by using

the names of persons connected with the project. The procedure was
to examine the returns filed under, say, the letter "A" in each of the

22 collection districts covered for all industries and the Rhode Island

district for the machine-tool industry. In going through the returns

filed under the letter "A," all manufacturing corporations were spotted.

Of these manufacturing corporations, all those fulfilling the industrial

and size requirements were segregated. Finally, from this last: group

were pulled all those that had filed balance sheets with the income

statements and were in active operation in 1926. The same procedure

was followed for the 1930 supplementary sample. In general, the

returns filed under a given letter were examined for all of the collection

districts covered before the returns filed under another letter were

examined.^
In order to collate the 200 desired bakeries, it was necessary to go

through 10 letters m all 22 of the collection districts covered, another

letter in 6 of the districts, 2 more letters in 3 of the districts and 2 more

letters in 2 of the districts. In order to obtain the 200 desired men's

clothing manufacturers, it was necessary to go through 10 letters in all

22 districts, 1 additional letter in 7 of the districts, 4 additional letters

in 5 of the districts and 6 additional letters in 3 of the districts. All

200 of the furniture manufacturing corporations were procured by
going through 10 letters in all 22 districts. To obtain the 200 stone

and clay products manufacturers, it was necessary to go through 10

letters in all 22 districts, 2 additional letters in 5 of the districts and 4

additional letters in 1 of the districts. In order to obtai^ the 200

« Exceptions to this procedure were necessarv to speed up the pulling of the sample. Such exceptions

consisted in examining returns under additional letters in those collection districts most productive oi

usable returns.
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machine tool and accessory manufacturers, it was necessary to go

through 10 letters in all 23 districts, tliis time including Rhode Island,

an additional letter in 8 of the districts, 4 additional letters in 6 of the

districts, 2 additional letters in 5 of the districts, and 9 additional

letters in 4 of the districts. In other words, in order to obtain the

desired number of machine-tool companies, it was necessary to go
througli every letter of the alphabet for at least 4 of the districts, prac-

tically ever}^ letter for 5 of the districts, a slightly fewer number of

letters for 6 of them, and 10 of the letters for the rest.

The distributioii of the returns in the original sample of 1,000 firms

in 1926 and the supplementary sample of 300 firms m 1930, a.s pulled,

is given in the accompanying tablesD -1 and D-2. Table D-1 gives

the industiy totals by collection districts and area for the original

sample of 1926, wliile tabic D-2 gives the industry totals by collection

districts and area for the supplementary^ sample of 1930.

Table 'D-l.—IJidustry, colUction district, aiid area hreak-doum of small manufactur-
ing corporations original sample of 1926 '

Collection district and area
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Table D-2.—Industry, collection district, and area break- down of small manufactur-
ing corporations supplementary sample of 1930 '

Collection district and area
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7. Special machinery.
8. Hobbing cutters.

9. Punches.
10. Steel milling and cutting machines and tools.

In the case of the furniture industry it was necessary to limit the

sample rather closely. In this group it was finally decided to include

the following lines:

1. Upholstered parlor furniture.

2. Reed furniture.

3. Art furniture.

4. Cabinets.
5. Chairs.

6. Upholstering.

7. Beds.
8. Living-room tables.

9. Suites for breakfast rooms.
10. Cribs and bassinets.

Under the stone and clay products group the following manufac-
turers are included:

1. Concrete stone.

2. Brick.

3. Cement blocks.

4. Building tile.

5. Concrete pipe.

6. Clay products.

7. Lime and limestone products.

8. Cement stucco.

9. Art stone.

10. Drain and hollow tile.

It was necessary to include these various industrial groups because
no precise designation consistent from company to company is found
on the income-tax return itself. The reporter is asked to indicate

whether his business falls into the broad category of manufacturing,
finance, and so on, but within that category he is permitted to name
his own industry. In the listings given above are included all of the
names given on the returns in the sample. Obviously, it would not
be feasible to draw up a precise technical definition which would in-

clude all of the items listed under each industrial group above, and
exclude all the items not there listed. In addition, since it was nec-
essary to follow the designation given by the pei'son who filed the
return, it is possible that these industrial groups as given are far

from accurate or complete. However, considering the fact that the
sample was limited to the income-tax returns filed in the Bureau of

Internal Revenue, there seemed no feasible method for making the
industrial classification any more refined.

To assist in maintaining the representativeness of the sample, it was
decided to pull a supplementary sample of 300 small corporations in

1930 and succeeding years in which they were operating. By 1930
the original sample of 1,047 returns in 1926 had decreased to 720
returns in 1930. Bakeries fell from 208 to 150; men's clothing from
210 to 111; furniture from 210 to 133; stone-clay products from 210



CONCENTRATIOX OF ECONOMIC POWER Jgg

to 153; and machine-tool manufacturers from 209 to 173. This
means that over the 4-year period 58 bakeries dropped out of the
sample, 99 men's clothing, 77 furniture, 57 stone-clay, and 36 ma-
chine tools. In order to deal with round numbers it was decided to
include 300 firms in the supplement of 1930, distributed industrially
in tliis manner:

Bakeries 50
Men's clothing 90
Furniture 70
Stone-clay 50
Machine tools 40

Total 300

The method used in selecting this sample was the same as that used
for the original 1 ,000 corporations in 1926. Two letter^ of the alphabet
were examined in order to obtain the 50 bakeries; 17 letters of
the alphabet for the 90 mens' clothing; three letters for the 70 fur-
niture; one letter for the 50 stone-clay; and three letters for the 40
machine tools. The corporations were selected from the same dis-

tricts used in the original sample. All of the districts for each industry
were examined for the various letters with the exception of mens'
clothing. For this industry, three letters were examined for all 22
districts and 14 letters for only the New York City district.

Since the bulk of the clothing manufacturers are centered in New
York, the geographical distribution of the sample is not particularly

disturbed by this one deviation.

Although the method of filing fiscal-year returns was changed during
the period 1926-36 by the Bureau of Internal Revenue, the selection

of tlie returns for inclusion in the sample of small manufacturing cor-

porations was maintained consistently. Fiscal-year returns were
pulled for that year nearest which they fell. Therefore, the sample
includes not only returns compiled for the year ending December 31,

but also those filed for the preceding and succeeding 6 months.
A knotty problem encountered in pulling the returns was that of

locating returns which had been misfiled or were filed under a different

name in succeeding years. This is a problem which would arise only
in the case of an identical sample over a period of years. Every
effort was made to find all of the succeeding-year returns for a given

corporation. This was necessary because it was planned to assume
later in the study that all those companies for which succeeding-year

returns could not be found ipso facto failed or discontinued operations

for one reason or another. After the original sample for 1926 and
the supplementary sample for 1930 had been drawn, lists were com-
piled of the corporations included, and an intensive search was made
in the returns filed under each of the succeeding years up to 1936 for

these corporations. This task was done by employees of the Tem-
porary National Economic Committee and at its conclusion a sizable

list of returns was still missing. Those which were found were
examined closely to find out if there was any evidence that the firms

probably did not file a return jn the succeeding year for which no
returns were found, because of financial difficulties or some other

reason. This still left several hundred firms for which succeeding-

year returns had r^ot been found and yet for which there was no
definite indication of failure. In addition, there were abo,ut a himdred
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firms for which intervening- years were missing; that is to say, returns

for the years 1926 through 1929 and for the years 1931 through 1934

could be found, but no returns could be found for 1930. Such firms

with intervening years missing could not be grouped in the failure

category; moreover, they could not be included in the group filing

returns throughout the entire period unless the returns for the inter-

vening year could be found. Therefore, all such corporations, that is,

those for which intervening years were missing among the returns and
those for which succeeding-year returns were missing for no assignable

reason, were examined more closely. Letters were sent by the Bureau
of Internal Revenue to each of the 23 collection districts covered by
the study, giving the name, address and other pertinent information
concerning the corporations for which intervening-year or succeeding-

year returns were not available in that particular collection district.

These returns were then checked with the cards on file with the
district collector of revenue and a report sent back to the Bureau of

Internal Revenue. This report contained the serial number of the
return if one had been filed by the company. If succeeding-year
returns had not been filed by the company it was assumed that the
corporation had not operated. In the case of the intervening-year
returns which had not been filed nothing could be done. The cor-

poration may have filed in another collection district or it may not
have filed at all. Fortunately, the number in this last category of

intervening years missing without any record in the collector's office

was negligible. As a final result of rather intensive searching, 29
companies finally remained in the group of corporations for which
returns could not be located in the Bureau of Internal Revenue files.

In some cases there were theoretical possibilities of the corporation
filing returns for a period of 7 or 8 succeeding years. In most cases
it was probable only one or two returns were filed. This introduces
an inadequacy in the sample for which there seems to be no method of

correction. In tables presented in appendix F, such corporations
were included in neither the identical sample nor in the firms-that-

failed sample.
If a corporation stopped filing, returns in a given year it was assumed

that the corporation went out of existence in that year. There is no
positive check, of course, for this assumption, but its reasonableness
can be argued.

In conclusion it can be said that the pulling of these returns for the
study of small manufacturing corporations was a herculean task.

Only the fact that it was such a task prevented a considerable increase
in the size of the sample. It would obviously have been desirable to

have covered, say, 5,000 returns for the 11-year period, instead of a
mere 1 ,000. The representativeness of the sample would probably have
been increased several fold. However, the difficulties encountered
in pulling the returns for 1,000 corporations was sufficient to thwart
any desire there m.ay h^ve been to quadruple or quintuple the size of
the sample. As it was, three or four persons were employed for

several months in the files of the Bureau of Internal Revenue pulling
the returns.

COVERAGE OF THE SAMPLE

It is impossible to ascertain precisely the coverage of the small
manufacturing corporations sample, within the size and industrial

limits set forth. This is due to the fact that we do not know exactly
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how many baking, men's clothing, stone and clay products, furniture,

and machine-tool and accessory corporations having assets less than
$250,000 in 1926, there are m the United States. The best that can
be done in analyzing the approxunate extent of the sam.ple is to point
out at least how large the sam.ple, in percentage terms, must be.

There are three possible m.eans for analyzing the 1926 coverage of

the original sample of 1,000 returns. The first of these is on the
basis of inform.ation available in Statistics of Incom.e for that year,

the second in the Census of Manufactures for 1927, and the third

from an analysis of the num.ber of letters of the alphabet through
which it was necessary to go in order to obtain the required number of

firm.s for each industry. Each of these m.ethods will be followed in

turn.

According to the 1926 Statistics of Income, corporations submitting
incom.e data with their returns, for each of the five industrial sub-
groups corresponding to those covered in this study, numbered:

Bakery products—confectionery _- 3, 124
Clothing—custom-made hats, caps, underwear, shirts, etc 6, 326
Furniture—house and office, etc 4, 032
Stone, clay, glass 4, 606
Factory machinery, textile, paper, printing presses, machine tools, etc I, 848

Total for 5 subgroups 19, 936

If we assume that the asset-size distribution of the food, apparel,

forest, stone, and metals, groups in the 1936 Statistics of Income is

not only broadly representative of that in the 1926 issue but also

applies roughly to the five industrial subgroups, the percentages of

corporations with assets less than $250,000 follow:

Percent

Food 82
Apparel ... 92
Forest 77
Stone - 79
Metals 77

Average for all 5 81

Applying these percentages to the number of returns in the respective

industrial subgroups in 1926, and dividing the resulting product into

200, the number of firms per industry in the 1926 sample, we have the

following approximate percentages of coverage:
Percent

Bakeries 8
Men's clothing __- . 3
Furniture ^ -.1 6
Stone-clay — 5
Machine tools 14

Total^ample 6

These represent bottom limits to the coverage of the sample because

(1) they include only corporations with income data, there being,

of course, fewer still reporting balance sheets; (2) the industrial

categories as defined in Statistics of Income are somewhat broader

than those defined for the purpose of the present study ^ and (3) there

may have been a larger proportion of small manufacturing corpor-

ations in 1926 than in 1936.
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Another approximation can be obtained by examining the data on

the number of estabhshments in the Census of Manufactures for 1927.

In that year there were 18,129 establishments making bread and other

bakery products. This would give the sample a minimum coverage

of only 1.1 percent. However, when it is realized that all these

bakeries are not incorporated—in fact, the bulk of them are not

incorporated—the coverage of the sample, limited as it is to corpor-

ations, would be increased considerably above the 1.1 percent level.

There were 3,562 establishments making men's and boys' clothing, not

including work clothing. This would give the sample of 200 firms a

5.6-percent coverage. Under furniture, the Census of Manufactures
gives 3,222 establishments. This includes not only those making
wood and household furniture but also other furniture, namely office

equipment and the like. The relative proportion of the wood house-

hold furniture to the total'is about 65 percent, based on the value of

products. Sixty-five percent of 3,222 gives 2,090, which means that

the present sample w^ould have a coverage of about 9.9 percent in the

furniture field. In 1927 there were 2,162 establisliments in the clay-

products industry which would give the 200 firms a coverage of 9.3

percent. In 1927 there were 355 machine-tool manufacturers, using

a somewhat narrower defuiition than that followed in the ''present

study. This would give 56.4 percent which is an overstated coverage*

for the sample, because the Census' industrial definition is narrower
than ours. Taking all firms together, there are 27,298 establishments

in the five industries covered by the study of small manufacturing
corporations. The sample of 1,000 represents 3.8 percent of all those

establishments taken together." These estimates, based on the

Census, of the coverage of the sample are also bottom limits, for

several reasons. Corporations may have more than one establish-

ment. All establishments reported in the Census of Manufactures
are not incorporated. The Census of Manufactures statistics include

all establishments, both below and above $250,000 in assets, and no
break-down by size is possible. Finally, the industrial classifications

in the Census of Manufactures are slightly broader in certain instances

than those followed in the present study.

The fact that the number of ni.anufacturing corporations included
within each area covered by the study approximated 50 percent of

the total in each area, and the fact that the bulk of the letters of the

alphabet were examined in order to obtain the required number of

firms in each sample, lead to the conclusion that the actual coverage
of the returns in the sample of small manufacturing corporations,

assuming the requirements laid down by the conditions of sampling,
must be not far from the 50-percent level. It is probably smallest in

the furniture group and largest in the machine tools. It is probably
larger in the men's clothing than in bakeries, and clay and stone
products. Precise percentages cannot even be estimated.

OPERATIONS AT THE INCOME TAX STUDY

As soon as the original sample of 1,000 returns in 1926 had been
drawn from the Bureau of Internal Revenue files, they were shipped
to the Income Tax Study in Philadelphia. By means of these 1926
returi\s, a test transcription was conducted of the desired balance
sheet and income statement items in order to ascertain some of the
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probh'BTs which would arise in training a small crew of clerks to tran-
scribe these returns. By the time the test transcription had been
completed, and the results appi-aiscd. the returns for the sample cor-
porations for succeeding years had been pulled from the Bureau of
Internal Revenue files and shipped to Philadelphia.
The transcription procedure finally adopted was to copy the desired

information from the returns onto so-called original data cards and sup-
plemontar}^ data cards. The returns had been audited by the B. I. R,./
but they were not edited before transcription because they were
original returns, not duplicates. All adjustments made in the figures
copied from, the returns were indicated b}^ footnotes on the original
data cards. The 54 itenis on the original data card and tlie 1 7 items
on the supplementary data card were transcribed according ro detailed
instructions. After the data had been transcribed to the original data
and supplementary data cards, of which there was one for each cor-
poration in the study, the material was verified against original source
by a separate crew. The checks used were the more obvious ones of
balancing assets against liabilities, gross capital assets minus depre-
ciation reserve against net capital assets, and the like. When the
original data and supplementary data cards had been filled out to the
supervising staff's satisfaction, the data were transferred to tlie ad-
justed data card, of which there was also one for each corporation in
the sample. The purpose of the adjusted data card was to transform
the data on the original data card into shape for final tabulation.
That is to say, it was necessary to pass from the balance sheet and
income statement items as given on the returns and as transcribed
onto the original data card, to the balance sheet and income statement
items desired in the final tables. In addition, the adjusted data card
contained all of the ratios between balance sheet and income statement
items which were to be used in the frequency counts and cross classi-

fications comprehended in the final tables. After the data had been
transferred to the adjusted data card, the adjusted data card was
subjected to a series of checks which were even more detailed than
those applied to the original data and supplementary data cards.
The final tables were divided into two broad groups. The first are

composite tables, aggregates of the balance sheet and income state-
ment items which appear on the adjusted data card. The other broad
group of tables comprises the so-called frequency tables and cross-

classifications. These tables concern the number of corporations, for

example, falling in given profit classes, given current ratio classes, and
the like. These frequency tables utilize the ratios which appear on
the adjusted data card.

At one time in the study it was planned to maintain both asset size

and area break-downs for all tables. However, a preliminary tabu-
lation of four of the frequency tables on, first, the basis of asset
size, and second, the basis of area, revealed that in the sample as

composed, there was not a significant difference revealed by the asset
size and area break-downs. This does not mean that asset size and
area have no effect on the financial structure of corporations. 'iHow-
ever, it does imply that an asset size break-down of a small sftmple
of corporations, all of which are small in asset size, may not bci

i

significant enough to warrant the extra labor required in obtaining

' Unlike this study, the Statistics of Income tabulations are compiled from unaudited returns.
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such a break-down; and, in the case of the area break-down, it imphes
that any effect area may have on the financial statements of these

corporations has been dissipated by the smallness of the sample on
the one hand, and by the fact that certain of the industries represented

in the sample of the study of small manufacturing corporations were
largely peculiar to particular areas.

Aside from the use of adding and calculating machines, all of the

work on the Study of Small Manufacturing Corporations was manual,

or nonmachine. That is to say, although the study was perhaps large

enough to lend itself to punch-card and tabulating-machine operations,

it was nevertheless limited to purely manual operations. The fre-

quency counts were all derived by means of hand tally, and the aggre-

gate tables were done on ordinary adding machines.

At every stage of the operations at the Income Tax Study rigid

controls were in effect. A careful check was maintained on the returns

of each corporation as they passed through the stages of transcription

to original data cards, transcription to adjusted data cards, and utiliz-

ation in final tables. Control sheets were used tliroughout. In addi-

tion, at the completion of each stage in the process careful checks were
applied to see that no mechanical errors had crept in. The final series

of checks was applied to the final tables, that is, to both the composites

and the frequency counts.

FIRMS USED IN TABLES

It is obvious from the division of the composite tables into those

which concern the identical sample—that is, the sample of firms

which remained in existence throughout the period covered—and those

which concern the firms that failed, it was necessary to divide all of the

corporations into these broad categories. In. addition to these broad
categories, there was a third, consisting of those corporations for which
returns for intervening or succeeding years were missing.^

The category of so-called failure firms raised one of the most
difficult problems faced in the study. The mere fact that a firm

happened to be in the faOure category in this study does not mean that

it actually went into bankruptcy or some form of legal receivership.

The companies in the "firms that failed" sample consist of two sorts.

The first are those which give a definite indication on the return for

the last year available that the corporation was in receivership or in

the hands of trustees or in liquidation or was being dissolved, or some
similar statement. The other broad category of companies in the
"firms that failed" sample comprises firms which stopped filing

returns ^ with the Bureau of Internal Revenue in a given year, say in

1932, and which generally gave indication on the last several returns

filed that they were in financial difficulties. Although no statement
is made to the effect that they actually went into receivership or

dissolution, there is a presumption that they probably did, and that

this explains the failure of the corporation to file returns with the
Bureau of Internal Revenue for succeeding years. All firms which do
not fall into the failure category because either explicitly or implicitly

* By "intervening year missing" is meant the inability to find the return for a corporation for some such
year as, say 1930, there being returns for the years 1929 and 1931 already in the sample. By "succeeding year
missing'Ms meant failure to find a return for a given corporation for all the years after, say 1931, there being
no indica'tion on the 1931 return for the corporation that it failed or went out of business in that year.

» .\s attested by the collectors.
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they went out of business and which did not fall into the identical
category, autoniatically fall into a third category of incomplete sets
without indication of failure. ^° The returns in this third category
are not used in the tables as actually completed in tliis study. It had
originally been planned to use them along with the returns falhng
into the identical and failure category in tables which were to be
based on the successive-year identical grouping. Due to limitations
of time it was not possible to do these so-called successive-year
identicals, and hence, returns which were otherwise in the identical
sample, had they not had intervening years missing, and returns
which were otherwise in the identical sample had they not had suc-
ceeding years missing, were not filially included in any of the tables
in the Studj of Small Manufacturing Corporations except the four
above-mentioned test tables which were designed to examine the
significance of the asset size and geographical break-downs.

DEFINITIONS OF ITEMS

It is not feasible to give here the detailed definitions of each income
and balance sheet item used in the Study of Small Manufacturing
Corporations. In general, the same definitions were observed here
that are followed in the Statistics of Income tabulations.*^ A few
items, however, warrant a word of Explanation. Economic income is

the most important of these. In proposal 14 tables this item approxi-
mates book income as shown on the tax returns. It is equivalent to

statutory income minuS unallowable deductions and plus nontaxable
income. In addition, it is net of the Federal and State income tax.

Both economic and statutory net income in these tables have been
adjusted for the deduction of prior year losses, permitted in certain

years under study. The item dividends paid, in the composite tables,

includes only cash dividend disbursements reported on the return,

stock dividends being shown in footnotes. In the frequency tables

using the dividends paid item, it includes both cash and stock divi-

dends. ^^ Tangible net worth is book net worth minus intangibles and
deferred charges. Total investments in. enterprise equals net woijth

,

plus funded debt; total debt equals current liabilities plus funded
debt; and total capital equals total debt plus net worth. Investments
include marketable securities, and other current liabilities comprise
expenses. Working capital is the difference between current assets

and current liabilities.

, The items used in these tabulations have been reported for income-
tax purposes, and hence are subject to important biases. The tend-
ency to minimize profits is well known. There is also a tendency
toward incomplete reporting, however, where the tax liability is not
affected thereby. This type of bias is more common with items of

deduction than with balance sheet accounts, and with no-income than
with income corporations. It is found particularly in such deductions
as taxes, interest, and rent, but might affect any item. Thei'efore,

these tables, and especially the deduction items, should be used
circumspectly.

"> Also included in this third category aro the few firms afEected by mergers and acquisitions.
" The latter, however, are based on unaudited returns while the small-manufacturers' tables are com-

piled from audited returns.
'* This is an unfortunate discrepancy which passed undetected until too late for revision, pappily, stock

dividends by these companies were generally small and infrequent.

259845—40—No. 1'5 14
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13: Enter the sum of the depreciation and depletion charges for the period as

both a debit and a credit. The debit will be closed out to line 3 as an adjustment
of the change in the net property account, while the credit will be carried over
directly to column 6.

14: This item, from S. E. C. Table V a, can be checked by examining lines 2

and 3 of S. E. C. Table VII. Eliminate capital gains and losses shown on P. & L.

account. Credit a profit and debit a loss.

17-26: The entries under "other additions," in S. E. C. Table VII, are credits;

those under "other deductions" are debits. Enter on these lines only the net
amount of these adjustments, rather than the total of the debits and credits.

17: The net debit or credit of "recoveries—bad debts, etc.," and "extraordinary
bad-debt losses."

18: Debit any "write-down of inventories."

19: The net debit or credit of "write-up of security investments," "profit on
disposal of securities," "write-down of security investments," and "loss on disposal

ofjsecurities."

20: The net debit or credit of "write-up of land," "write-up of plant accounts,"
"profit on disposal of capital assets," "write-down of land," "write-down of plant
accounts," and "loss on disposal of capital asset^."

21: The net debit or credit of "write-up of intangibles," "write-down of intan-
gibles," "unamortized debt discount and expense," "discount on capital stock."

If the revaluation of intangibles seem large in comparison with the figure for total

intangibles, check the company figures to see if some part of the adjustment should
be made to the buildings-and-equipment account.

22: Credit any "profit on redemption or reacquisition of debt."
23: The net debit or credit of "profit on retirement or reacquisition of stock,"

"reduction of par or stated value of stock," and all stock dividends.
24: Debit the sum of cash dividends on both preferred and common stock.

26: This item merely provides a mathematical check, and is the net debit or
credit of "reserve adjustments" (under "other additions"), "miscellaneous cred-

its," "loss on retirement or reacquisition of securities," "reserve adjustments"
(under "other deductions"), "miscellaneous debits," any dividends paid in other
than cash or stock; and the net debit or credit of capital gain or loss. If the
residual amounts to more than 10 percent of the total source or disposal, spot the
companies with the largest unaccounted-for surplus debits and credits, look up
their reports in Moody's Industrials, and ascertain to which accounts these sur-
plus entries refer. Make enough of these adjustments to bring the residual down
to 10 percent or less.

28: Enter here the period change in the difi"erence between current assets and
current liabilities. This is not only the net entry of lines 1 and 7, but also the
net entry of lines 29 through 38.

29-38: Enter on these lines the changes in each of the working-capital items
over the period covered.

B. Instruction for Entering the Period's Adjustments, Both Debits and
Credits (Columns 3 and 4) (Form A)

These columns are employed to transfer the adjustment items (mainly for non-
cash debits and credits) to the appropriate balance sheet accounts. The entries
in lines 13, 17-24 will be closed out by regular accounting procedures to the items
in the preceding lines, as indicated by the letters in the cross-reference column.
For exam])le, assume a write-down of land: The debit in line 20 of column 1 would
be transferred to the land, buildings, and equipment account by entering the
amount as a credit in line 20 of column 2 and again as a debit in line 3 of column 3.

Attention is called to the fact that both the depreciation charge (line 13) and land
and plant revaluations (line 20) are closed out to the land, buildings and equip-
ment item (line 13), and that the revaluations both of receivables (line 17) and
of inventories (line 18) are carried up to the current assets item (line 1).

C. Instructions for Entering the Source a*nd Disposal Items (Columns
5 AND 6) (Form A)

These columns nre derived by consolidating the period's adjustments with the
period's excess of debits and credits. Note that even though the depreciation
and depletion charge (line 13) was carried as a debit adjustment to the land^
buildings and equipment item, it is also entered as a credit item (source of funds)

- in column 6 of lino 13.



APPENDIX F

STATISTICAL TABLES FOR REFERENCE USE—SAMPLE OF
SMALL MANUFACTURING CORPORATIONS

These tables are basic to the material on small manufacturing
corporations discussed in the text. They were compiled as special
tabulations (proposals 7 and 14) ^ at the Philadelphia Incorrie Tax
Study in accordance with. procedures outlined in appendix D and
the data are subject to the limitations there discussed.
Because Federal income-tax returns, request balance-sheet data for

the beginning as well as the end of the year, it has been possible in

many of these tables to include the year 1925. The identical samples,
however, are rarely complete for that year because some firms did
not present the beginning-of-year balance sheet. Hence, differences
between the 1925 and 1926 figures should be used guardedly. Finally,

the tables published here incorporate a few minor revisions not avail-

able when the analysis in the text of this report was made.
The tables are not numbered consecutively. Omissions represent

data compiled but not published here. These data are of less im-
portance but will be maintained in a Source Book by the United
States Treasury Department in Washington, D. C. This Source
Book is available for research purposes to qualified students repre-
senting accredited organizations and to administrative officials of

State and other Governmental units. In the appended list the
headings of these omitted tables are given. It may be added that all

the composite tables in these original compilations give the break-
down between income and no-income companies while the published
composites show only the totals, and that certain data shown only
for selected years in the published tables are given annually in the
original compilations.

Table 2A: Year-to-year changes in balance-sheet items for an identical sample
of small baking corporations classified into income and no-income companiesj
showing the aggregate amounts over the period, 1926-36.

Table 11 A; Frequency distribution of companies based upon the identity or
lack of identity of State of location and State of incorporation by asset size for a
sample of small baking corporations, 1930-36.

Table 12A: Frequency distribution of companies and percentages of total by
the ratio of funded debt to capital stock, cross-classified by asset size and by
failure or survivorship, for a sample of small baking corporations, 1926-36.

Table 13A: Frequency distribution of companies and percentages of total by
the ratio of funded debt to capital stock, cross-classified by geographical location

and by failure or survivorship, for a sample of small baking corporations, 1926-36.

Table 14A: Frequency distribution of companies and percentages of total by
the ratio of capital stock to surplus, cross-classified by asset size and by failure

or survivorship, for a sample of small baking corporations, 1926-36.
Table 15A: Frequency distribution of companies and percentages of total by

the ratio of capital stock to surplus, cross-classified by geographical location and
by failure or survivorship, for a sample of small baking corporations, 1926-36.

• Proposal 7 was merclv an extension of proposal 14, in which the inventory item was subjected to further

tabulation. Proposal 7 tables have been joined to those for proposal 14, the only distinction between the
two proposals being one of administration at the Income Tax Study.
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13: Enter the sum of the depreciation and depletion charges for the period as
both a debit and a credit. The debit will be closed out to line 3 as an adjustment
of the change in the net property account, while the credit will be carried over
directly to column 6.

14: This item, from S. E. C. Table V a, can be checked by examining lines 2
and 3 of S. E. C. Table VII. Eliminate capital gains and losses shown on P. & L.

account. Credit a profit and debit a loss.

17-26: The entries under "other additions," in S. E. C. Table VII, are credits;

those under "other deductions" are debits. Enter on these lines only the net
amount of these adjustments, rather than the total of the debits and credits.

17: The net debit or credit of "recoveries—^bad debts, etc.," and "extraordinary
bad-debt losses."

18: Debit any "write-down of inventories."

19: The net debit or credit of "write-up of security investments," "profit on
disposal of securities," "write-down of security investments," and "loss on disposal
of;;securities."

20: The net debit or credit of "write-up of land," "write-up of plant accounts,"
"profit on disposal of capital assets," "write-down of land," "write-down of plant
accounts," and "loss on disposal of capital asset^."

21: The net debit or credit of "write-up of intangibles," "write-down of intan-
gibles," "unamortized debt discount and expense," "discount on capital stock."
If the revaluation of intangibles seem large in comparison with the figure for total
intangibles, check the company figures to see if some part of the adjustment should
be made to the buildings-and-equipment account.

22: Credit any "profit on redemption or reacquisition of debt."
23: The net debit or credit of "profit on retirement or reacquisition of stock,"

"reduction of par or stated value of stock," and all stock dividends.
24: Debit the sum of cash dividends on both preferred and common stock.
26: This item merely provides a mathematical check, and is the net debit or

credit of "reserve adjustments" (under "other additions"), "miscellaneous cred-
its," "loss on retirement or reacquisition of securities," "reserve adjustments"
(under "other deductions"), "miscellaneous debits," any dividends paid in other
than cash or stock; and the net debit or credit of capital gain or loss. If the
residual amounts to more than 10 percent of the total source or disposal, spot the
companies with the largest unaccounted-for surplus debits and credits, look up
their reports in Moody's Indr/strials, and ascertain to which accounts these sur-
plus entries refer. Make enough of these adjustments to bring the residual down
to 10 percent or less.

28: Enter here the period change in the difference between current assets and
current liabilities. This is not only the net entry of lines 1 and 7, but also the
net entry of lines 29 through 38.

29-38: Enter on these lines the changes in each of the working-capital items
over the period covered.

B. Instruction for Entering the Period's Adjustments, Both Debits .\nd
Credits (Columns 3 and 4) (Form A)

These columns are employed to transfer the adjustment items (mainly for non-
cash debits and credits) to the appropriate balance sheet accounts. The entries
in lines 13, 17-24 will be closed out by regular accounting procedures to the items
in the preceding Hnes, as indicated by the letters in the cross-reference column.
For examj)le, assume a write-down of land: The debit in line 20 of column 1 would
be transferred to the land, buildings, and equipment account by entering the
amount as a credit in line 20 of column 2 and again as a debit in line 3 of column 3.

Attention is called to the fact that both the depreciation charge (line 13) and land
and plant revaluations (line 20) are closed out to the land, buildings and equip-
ment item (line 13), and that the revaluations both of receivables (line 17) and
of inventories (line 18) are carried up to the current assets item (line 1).

C. Instructions for Entering the Source a'nd Disposal Items (Columns
5 AND 6) (Form A)

These columns are derived by consolidating the period's adjustments with the
period's excess of debits and credits. Note that even though the depreciation
and depletion charge (line 13) was carried as a debit adjustment to the land,.

buildings and equipment item, it is also entered as a credit item (source of funds)
- in column 6 of litie 13.



APPENDIX F

STATISTICAL TABLES FOR REFERENCE USE—SAMPLE OF
SMALL MANUFACTURING CORPORATIONS

These tables are basic to the material on small manufacturing
corporations discussed in the text. They were compiled as special

tabulations (proposals 7 and 14) ^ at the Philadelphia Incorrie Tax
Study in accordance with. procedures outlined in appendix D and
the data are subject to the limitations there discussed.

Because Federal income-tax returns, request balance-sheet data for

the beginning as well as the end of the year, it has been possible in

many of these tables to include the year 1925. The identical samples,

however, are rarely complete for that year because some firms did

not present the beginning-of-year balance sheet. Hence, differences

between the 1925 and 1926 figures should be used guardedly. Finally,

the tables published here incorporate a few minor revisions not avail-

able when the analysis in the text of this report was made.
The tables are not numbered consecutively. Omissions represent

data compiled but not published here. These data are of less im-
portance but will be maintained in a Source Book by the United
States Treasury Department in Washington, D. C. This Source
Book is available for research purposes to qualified students repre-

senting accredited organizations and to administrative officials of

State and other Governmental units. In the appended list the

headings of these omitted tables are given. It may be added that all

the composite tables in these original compilations give the break-
down between income and no-income companies while the published
composites show only the totals, and that certain data shown only
for selected years in the published tables are given annually in the

original compilations.

Table 2A; Year-to-year changes in balance-sheet items for an identical sample
of small baking corporations classified into income and no-income companies^
showing the aggregate amounts over the period, 1926-36.

Table 11 A: Frequency distribution of companies based upon the identity or

lack of identity of State of location and State of incorporation by asset size for a
sample of small baking corporations, 1930-36.

Table 12A: Frequency distribution of companies and percentages of total by
the ratio of funded debt to capital stock, cross-classified by asset size and by
failure or survivorship, for a sample of small baking corporations, 1926-36.

Table 13A: Frequency distribution of companies and percentages of total by
the ratio of funded debt to capital stock, cross-classified by geographical location

and by failure or survivorship, for a sample of small baking corporations, 1926-36.

Table 14A: Frequency distribution of companies and percentages of total by
the ratio of capital stocii to surplus, cross-classified by asset size and by failure

or survivorship, for a sample of small baking corporations, 1926-36.
Table 15A: Frequency distribution of companies and percentages of total by

the ratio of capital stock to surplus, cross-classified by geographical location and
by failure or survivorship, for a sample of small baking corporations, 1926-36.

' Proposal 7 was merely an extension of proposal 14, in which the Inventory item was subjected to further

tabulation. Proposal 7 tables have been joined to those for proposal 14, the only distinction between the
two proposals being one of administration at the Income Tax Study.
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Table 18A: Frequency distribution of companies and percentages of total by
the ratio of current assets to current liabilities, cross-classified by asset size and
by failure or survivorship, for a sample of small baking corporations, 1926-36.

Table 19A: Frequency distribution of companies and percentages of total by
the ratio of current assets to current liabilities, cross-classified by geographical
location and by fiailure or survivorship, for a sample of small baking corporations,

1926-36.
Table 20A: Frequency distribution of companies by the ratio of statutory net

income to economic income for an identical sample of small baking corporations,

1926-36.
Table 21 A: Frequency distribution of companies by the ratio of statutory net

income to economic income for an identical sample of small baking corporations,

1930-36.
Table 22A: Dividend disbursements expressed as amounts and as percentages

of economic income available for dividends, for an identical sample of small
baking corporations, 1926-36.

Table 23A: Dividend disbursements expressed as amounts and as percentages
of economic income available for dividends, for an identical sample of small baking
corporations, 1930-36.

Table 25A: Frequency distribution of companies by the ratio of officers' com-
pensation to economic incortie for an identical sample of small baking corporations,
1926-36.
Table 26A: Frequency distribution of companies by the ratio of officers^" com-

pensation to economic ihcome for an identical sample of small baking corpora-

tions, 1930-36.
Table 27A: Frequency distribution of companies by the ratio of cost of goods

sold plus operating expenses to sales, for an identical sample of small baking
corporations, 1926-36.

Table 28A: Frequency distribution of companies by the ratio of cost of goods
sold plus operating expenses to sales, for an identical sample of small baking
corporations, 1930-36.

Table 31 A: Frequency distribution of companies by the ratio of rent paid to

sales, for an identical sample of small baking corporations, 1926-36.

Table 32A: Frequency distribution of companies by the ratio of rent paid to

sales, for an identical sample of small baking corporations, 1930-36.

Table 35A: Frequency distribution of companies by the ratio of dividends to

sales cross-classified by the ratio of officers' compensation to sales for an identical

sample of small baking corporations, 1926-36.
Table 36A: Frequency distribution of companies by the ratio of dividends to

sales cross-classified by the ratio of officers' compensation to sales for an identical

sample of small baking corporations, 1930-36.
Table 37A: Frequency distribution of companies by the size of economic

income cross-classified by the size of dividends for an identical sample of small

baking corporations, 1926-36.
Table 38A: Frequency distribution of companies by the size of economic income

cross-classified by the size of dividends for an identical sample of small baking
corporations, 1930-36.

"Table 39A: Frequency distribution of companies by the size of economic income
cross-classified by the size of officers' compensation for an identical .sample of

small baking corporations, 1926-36.
Table 40A: Frequency distribution of companies by the size of economic income

cross-classified by the size of officers' compensation for an identical sample of

small baking corporations, 1930-36.
Table 42A: Frequency distribution of companies by the size of net sales cross-

classified by the ratio of rent paid to sales for an identical sample of small baking
corporations, 1930-36.

Table 45A: Frequency distribution of companies by the ratio of cash to cur-

rent assets for an identical sample of small baking corporations, 1925-36.

Table 46A: Frequency distribution of companies by the ratio of cash to cur-

rent assets for an idbncical sample of small baking corporations, 1930-36.

Table 47A: Frequency distribution of companies by the ratio of accounts re-

ceivable to current assets for an identical sample of small baking corporations,

1926-36.
Table 48A: Frequency distribution of companies by the ratio of accounts

receivable to current assets for an identical sample of small baking corporations.

1930-36.
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Table 49A: Frequency distribution of companies by the ratio of notes receivable
to current assets for an identical sample of small baking corporations, 1925-36.

Table 50A: Frequency distribution of companies by the ratio of notes receivable
to current assets for an identical sample of small baking corporations, 1930-36.

Table 53A: Frequency distribution of companies by the ratio of working capital
to current assets for an identical sample of small baking corporations, 1925-36.

Table 54A: Frequency distribution of companies by the ratio of working capital
to current assets for an identical sample of small baking corporations, 1930-36.

Table 69A: Frequency distribution of companies by the ratio of mortgages to
funded debt for an identical sample of small baking corporations, 1925-36.

Table 70A: Frequency distribution of companies by the ratio of mortgages to
funded debt for an identical sample of small baking corporations, 1930-36.

Table 71 A: Frequency distribution of companies by the ratio of economic
income to capital stock for an identical sample of smaU baking corporaticfns,
1926-36.
Table 72A: Frequency distribution of companies by the ratio of economic

income to capital stock for an identical sample of small baking corporations,
1930-36.
Table 77A: Frequency distribution of companies by the ratio of officers' com-

pensation and income to capital stock for an identical sample of small baking
corporations, 1926-36.
Table 78A: Frequency distribution of companies by the ratio of officers'

compensation and income to capital stock for an identical sample of small baking
corporations, 1930-36.

Table 81 A: Frequency distribution of companies by the ratio of sales to
tangible net worth for an identical sample of small baking corporations, 1926-36.

Table 82A: Frequency distribution of companies by the ratio of sales to
tangible net worth for an identical sample of small baking corporations, 1930-36.

Table 91 A: Frequency distribution of companies by the ratio of repairs to gross
capital assets (excluding land) for an identical sample of small baking corporations,
1926-36.
Table 92A: Frequency distribution of companies by the ratio of repairs to

gross capital assets (excluding land) for an identical sample of small baking
corporations, 1930-36.

Table 93 A: Frequency distribution of companies by the ratio of other assets
to total assets, cross-classified by the ratio of economic income to capital stock
for an identical sample of small baking corporations, 1926-36.

Table 94A: Frequency- distribution of companies by the ratio of other assets
to total assets, cross-classified by the ratio of economic income to- capital stock
for an identical sample of small baking corporations, 1930-36.

Table 95A: Frequency distribution of companies by the size of net sales cross-

classified by the size of total assets for an idsntical sample of small baking cor-

porations, 1926-36.
Table 96A: Frequency distribution of companies by the size of net sales cross-

classified by the size of total assets for an identical sample of small baking cor-

porations, 1930-36.
Table 97A : Frequency distribution of companies by the size of dividends cross-

classified by the ratio of current assets to total assets for an identical sample of

small baking corporations, 1926-36.
Table 98A: Frequency distribution of companies by the size of dividends cross-

classified by the ratio of current assets to total assets for an identical sample of

small baking corporations, 1930-36.
Table 101 A: Frequency distribution of companies by the size of dividends

cross-classified by the ratio of surplus and undivided profits to total capital for

an identical sample of small baking corporations, 1926-36.
Table 102A: Frequency distribution of companies by the size of dividends

cross-classified by the ratio of surplus and undivided profits to total capital for

an identical sample of small baking corporations, 1930-36.
Table 103A: Frequency distribution of companies by the size of economic

income cross-classified by the ratio of depreciation to gross capital assets (exclud-

ing land) for an identical sample of small baking corporations, 1926-36.
Table 104A: P>equency distribution of companies by the size of economic

income cross-classified by the ratio of depreciation to gross capital assets (ex-

cluding land) for an identical sample of small baking corporations, 1930-36.
Table 105A: Frequency distribution of companies by the ratio of total taxes to

net worth for an identical sample of small baking corporations, 1926-36.
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Table 106A: Frequency distribution of companies by the ratio of total taxes to

net worth for an identical sample of small baking corporations, 1930-36.

Table 107A: Frequency distribution of companies by the ratio of nonincome
taxes to total taxes for an identical sample of small baking corporations, 1926-36.

Table 108A: Frequency distribution of companies by the ratio of nonincome
taxes to total taxes for an identical sample of small baking corporations, 1930-36.

Table 109A: Frequency distribution of companies by the ratio of nonincome
taxes to net worth for an identical sample of small baking corporations, 1926-36.

Table llOA: Frequency distribution of companies by the ratio of nonincome
taxes to net worth for an identical sample of small baking corporations, 1930-36.

Table 111 A: Frequency distribution of companies by the ratio of nonincome
taxes to cost of goods sold and operating expenses for an identical sample of small

baking corporations, 1926-36.
Table 112A: Frequency distribution of companies by the ratio of nonincome

taxes to cost of goods sold and operating expenses for an identical sample of small

baking corporations, 1930-36.
Table 113A: Frequency distribution of companies by the trends in total capital

and in income for an identical sample of small baking corporations, by periods
1926-36.
Table 114A: Frequency distribution of companies by the trends in total capital

and in sales for an identical sample of small baking corporations, by periods

1926-36.
Table 115A: Frequency distribution of companies by the trends in total invest-

ment and in income for an identical sample of small baking corporations, by
periods 1926-36.

Table 118A: Frequency distribution of companies by the ratio of accounts
receivable to current assets cross-classified by the number of years before failure

for a sample of small baking corporations failing between 1927 and 1936.

Table 119A: Frequency distribution of companies by the ratio of notes receiv-

able to current assets cross-classified by the number of years before failure for a
sample of small baking corporations failing between 1927 and 1936.
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Table G-j^.—Geographical and asset size distributions of the number of small
baking corporations in original 1926 sample, supplementary 1930 sample, identi-

cal 1926-36 sample, identical 1930-36 sample, and numher-of-years-before-
failure groups

Area and asset size
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Table Q-A.— Geographical and asset size d^'stributions of the nvmber of small

baking corporatio7is in original 19^6 sample, supplementary 1930 sample, identi-

cal 1926-36 sample, identical 1930-36 sample, and niimber-of-years-before-

failure groups—Continued

i

Area and asset size
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Table 6-A.—Geographical and asset size distributions of the number of small
baking corporations in original 19ii6 sample, supplementary 1930 sample, identi-

col 1926-36 sample, identical 1930-36 sample, and numler-of-years-before-
failure groups—Continued

Area and asset size
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Table 6-A.—Geographical and asset size distributions of the number oj small

baking corporations in original 1926 sample, supplementary 1930 sample, identi-

cal 1926-36 sample, identical 1930-36 sample, and number-oj-years-before-

failure groups—Continued

Area and asset size
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Table Q-B.—-Geographical and asset size distributions of the number of small men's
clothing corporations in original 1926 sample, supplementary 1930 sample,
identical 1926-36 sample, identical 1930-36 sample, and number-of-years-before-

failure groups

Area and asset size
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Table 6-B.—Geographical and asset size distributions of the number of stnall men's
clothing corporations in original 1926 sample, supplevientary 19HQ' sample,

identical 1926-36 sample, identical 1930-36 sample, and nurnber-of-years-before-

failure grrowps—Continued

Area-and asset size
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Table 6-B.—Geographical and,asset size distributions of the number of small m,en's

clothing corporations in original 1926 sample, supplementary 1930 sample,
identical 1926-36 sample, identical 1930-36 sample, and number-of-years-before-
failure grouvs—Continued

Area and asset size



CONCENTRATION OF ECONOMIC POWER 285

I'able 6-B.—Geographical and asset size distributions of the number of small men's
clothing corporations in original 1926 sample, supplementary 19S0 sample,
identical 1926-S6 sample, identical 19S0-S6 sample, and number-of-years-before-
failure groups—Continued

Area and asset size
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Table 6-C.—Geographical and asset size distributions of the number of S7nall

furniture corporations in original 1926 sample, supplementary 1930 sample,
'identical 1926-36 sample, identical 1930-36 sample, and number of years before

failure groups

Area and asset size
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Table 6-C.—Geographical and asset size distributions of the number of small

furniture corporations in original 1926 sample, supplementary 1930 sample,

identical 1926-36 sample, identical 1930-36 sample, and number of years before

failure groups—Continued

Area and asset size
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TabTjE 6-C.—Geograpnical and asset size distributions of the number of small
furniture corporations in original 1926 sample, supplementary 1930 sample,
identical 1926-36 sample, identical 1930-36 sample, and number of years before

failure groups—Continued

Area and asset size 1926
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Table 6-C.—Geographical and asset size distributions of the number of small

furniture corporations in original 1926 sample, supplementary 1980 sample,

identical 1926-36 sample, identical 1930-36 sample, and number of years before

failure groups—Continued
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Table 6-D.—Geographical and asset size distributions of the number of small stone

clay products corporations in original 1926 sample, supplementary 1930 sample, and
identical 1926-36 sample, identical 1930-36 sample, and numher-of-years-hefore-

failure groups

Area and asset size
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Table 6-D.—Geographical and asset size distribulions of the number 0/ small stone

clay -products corporations in original 1926 sample, supplementary 1930 sample, and
identical 1926-36 sample, 'identical 1930-36 sample, and nnmber-of-years-before~

failure groups—Continued

Area and asset size
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Table 6-D.—Geographical and asset size distributions of the number of smaU stone

clay products corporations in original 1926 sample, supplementary 1930 sample, and
identical 1926-36 sample, identical 1930-36 sample, and number-of-years-hefore-

failwe groups—Continued

Area and asset size
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Table 6-D.—Geographical and asset size distributions of the number of small stone

clay products corporations in original 1926 sample, supplementary 1930 sample, and
identical 1926-36 sample,, identical 1930-36 sample, and numher-of-years-before-

failure groups—Continued

Area and asset size
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Table 6-E.—Geographical and asset size distributions of the number of small ma-
chine-tool corporations in original 1926 sample, supplementary 19S0 sample, iden-
tical 1926-36 sample, identical 19S0~36 sample, and numher-of-years-before-failure
groups

Area and asset size
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Table &-E.

—

Geographical and asset size distributions of the number of small ma-
chine-tool corporations in original 1926 sample, supplementary 1930 sample, iden-

tical 1926-36 sample, identical 1930-36 sample, and number-of-years-before-failure

groups—Continued

Area and asset size
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Table 6-E.^—Geographical and asset size distributions of the number of small ma-
chine-tool corporations in original 1926 sample, supplementary 1930 sample, iden-
tical 1926-36 sample, identical 1930-36 sample, and number-of-years-before-failure
groups—Continued

Area and asset size
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'1'able 6-E.—Geographical and asset size dislribuiions of the number of small ma-
chine-tool corporations in original 1926 sample, supplemeniary 19^0 sample, iden-

tical 1926-b6 sample, identical 1930-36 sample, and number-of-years-before-failure

groups—Continued
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Table 10-A.—Frequency distribution of companies by date of incorporation, by
asset size and by date of failure for failing companies, for a sample of small baking
corporations, 1926-36
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Table IQ-B.

—

Frequency distritnition of companies by date of incorporation, by
asset size, and by date of failure for failing companies, for a sample of small men's
clothing corporations, 1926—36
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Table 10-C.—Frequency distribution of companies by date of incorporation, by

asset size, and, by date of failure for failing companies, for a sample of small

furniture corporations, 1926-36
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Table 10-D.—Frequency distribution of com-panies by date of incorporation, by
asset size, and by date of failure, for failing companies, for a sample of small stone
and clay products corporations, 1926—36
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Table 10-E.—Frequency distribution of companies by date of incorporation, by asset

size, and by date of failure for failing companies, for a sample of small machine

tool corporations, 1926-36
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Table 16-A.

—

Sample of small baking corporations doing business sometime during
the period 1926-86, classified by size of ratio of economic income (or loss) to

capital stock, and by asset size
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Table 16-A.-. -„ — . Sample of small baking corporations doing business sometime during
the period 1926-36, classified by size of ratio of economic income (or loss) to
capital stock, and by asset size—Continued



306 CONCENTRATION OF ECONOMIC POWER

Table 16-B.—Sample of small men's clothing corporations doing business some-
time dvring the period 1926-36, classified by size of ratio of economic income (or

loss) to capital stock, and by asset size
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Table 16-B.—Sample of small men's clothing corporations doing business sometime
during the period 1926-36, classified by size of ratio of economic income {or loss)

to capital stock, and by agset size—Continued
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Table 16-C.—Sample of small furniture corporations doing business sometime
during the period 1926-36, classified by size of ratio of economic income (or loss)

to capital stock, and by asset size
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Table 16-C.—Sample of small furniture corporations doing business sometime
during the period 1926-S6, classified by size of ratio of economic income (or loss)

to capital stock, and by asset size—Continued
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Table 16-D.—Sample of small stone and clay products corporations doing business
sometime during the period 1926 to 19S6, classified by size of ratio of economic
income (or loss) to capital stock, and by asset size
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Table 16-D.—Sample of small stone and clay products corporations doing business
sometime during the period 1926 to 1936, classified by size of ratio of economic
income {or loss) to capital stock, and by asset size^Continued
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Table 16-E.—Sample of small machine tool corporations doing business sometime
during the period 1926 to 1936, classified by size of ratio of economic income {or

loss) to capital stock, and by asset size
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Table 16-E.—Sample of small machine tool corporations doing business sometime
during the period 1926 to 19S6, classified by size of ratio of economic income (or
loss) to capital stock, and by asset size—Continued
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Table 17-A.—Sample of small baking corporations doing business sometime during
the period 1926 to 1936, classified by size of ratio of economic income {or loss) to

capital stock, and by area
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Table 17-A.—Sample of small baking corporations doing business sometime during
the period 1926 to- 1936, classified by size of ratio of economic income (or loss) to

capital stock, and by area—Continued
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Table 17-B.—Sample of small men's clothing corporations doing business sometime
during the period 1926 to 1936, classified by size of ratio of economic income (or
loss) to capital stock, and by area
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Table 17-B.—Sample of small men's clothing corporations doing business sometime
during the period 1926 to 19S6, classified by size of ratio of economic income (or

loss) to capital stock, and by area—Continued
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Table 17-C.—Sample of smallfurniture corporations doing business sometime during
the period 1926-36, classified by size of ratio of economic income {or loss) to capital
stock, and by area—Continued
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Table 17-C.—Sample of small furniture corporations doing business sometime during
the period 1926-36, classified by size of ratio of economic income {or loss) to capital
stock, and by area—Continued
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Table 17-D.—Sample of small stone and clay products corporations doing business
sometime during the period 1926-36, classified by size of ratio of economic income
(or loss) to capital stock, and by area
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Table 17-D.—Sample of small stone and clay products corporations doing business

sometime during the period 1926-36, classified by size of ratio or economic income
(or loss) to capital stock, and by area—Continued
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Table 17-E.—Sample of small machine-tool corporations doing business sometime
during the period 1926-36, classified by size of ratio of economic income (or loss)

to capital stock, and by area
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Table 17-E.—Sample of small machine-tool corporations doing business sometime
during the period 1926-36, classified by size of ratio of economic income {or loss)

to capital stock, and by area—Continued
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Tablk 29.^

—

Frtqueiicy distribution of companies by the ratio of repairs to sales for

an identical sample of small baking, men's clothing, furniture, stone and day
proiiucts, and machine-tool ct^rporations, /Pi?^'-cf^'

A. BAKERIBS

lUUo v.vr repairs to $al«s
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Table 30.

—

Frequency distribution of companies by the' ratio of repairs to sales

for an identical sample of small baking, men's clothing, furniture, stone and clay

products, and machine tool corporations, 1930—36.

A. BAKERIES

Ratio of repairs to sales

Number of firms reported for year

—

1932 1933 1935 1936

No repairs
Less than 0.5 percent
0.5 to 0.9 percent
1 to 1.4 percent
1.5 to 1.9 percent.-.,.
2 to 2.4 percent
2.5 to 2.9 percent
3 percent and over. .

.

- Total 27 27 27

B. MEN'S CLOTHING

No repairs . . . ...
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Tablk 33.

—

Frequency distribution of companies by the ratio of depreciation and
depletion to sales, for an identical sample of small baking, men's clothing, furniture,
stone and clay products, and machine tool corporations, 1926-36

A. BAKERIES

Ratio of depreciation and
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Table 34.

—

Frequency distribution of companies by the ratio of depreciation and
depletion to sales, for an identical sample of small baking, men's clothing, furni-
ture, stone and clay products, and machine tool-corporations, 1930-36

A. BAKEKIES

Ratio of depreciation and depletion to sales

Number of firms reported for year

—

1930 1931 1932 1933 1934 1935 193i

No depreciation and depletion.
Less than 2 percent
2 to 3.9 percent..
4 to 5.9 percent.
6 to 7.9 percent
8 to 9.9 percent
10 percent and over

Total. 27 27

B. MEN'S CLOTHING

No depreciation and depletion
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Table 41-A.—Frequency distribution of companies by the size of net sales cross-
classified by the ratio of rent paid to sales for an identical sample of small baking
corporations, 1926-36
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Table 41-A.

—

Frequency distribution of companies by the size of net sales cross-

classified by the ratio of rent paid to sales for an identical sample of small baking
corporations, 1926-36—Continued
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Table 41-B.—Frequency distribution of companies by the size of net sales cross-

classified by the ratio of rent paid to sales for an identical sample of small men's
clothing corporations, 1926-S6—Continued
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Table 41-B.—Frequency distribution of companies by the size of net sales cross-

classified by the ratio of rent paid to sales for an identical sample of small men's
clothing corporations, 1926-36—Continued
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Table 41-C.—Frequency distribution of companies by the size of net sales cross-

classified by the ratio of rent paid to sales for an identical sample of small furniture
corporations, 1926-86—Continued
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Table 41-1). —Frequency distribution of com-panies by the size of /. ^ saly^ cross-

classified by the ratio of rent paid to sales for an identical sample of small stone

and clay products corporations, 1926-36
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Table 41-D.—Frequency distribution of com-panies by the size of net sales cross-

classified by the ratio of rent paid to sales for an identical sample of small stone

and clay products corporation \ 1926-36—Continued
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Table 41-E.—Frequency distribution of companies, by the size of net sales, cross-

classified by the ratio of rent paid to sales for an identical sample of small machine-
tool corporations, 1926-36
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Table 41-E.—Frequency distribution of companies, by the size of net sales, cross-

classified by the ratio of rent paid to sales for an identical sample of small machine-
tool corporations, 1926-36—Continued
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Table 43.-

—

Frequency distribution of companies by the ratio of current assets to

total assets for an identical sample of small baking corporations, men's clothiiig,

furniture, stone and clay products, and machine-tool corporations, 1926-36

A. BAKERIES

Ratio of current assets
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Table 44.

—

Frequency distribution of companies by the ratio of current assets to

total assets for an identical sample of small baking corporations, men's clothing,

furniture, stone and clay products, and machine-tool corporations, 1930-36

A. BAKERIES

Ratio of current assets to total
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Table 51.—Frequency distribution of companies by ratio of inventories to current

assets for an identical sample of small baking, men's clothing, fwmture, stone and

clay products, and machine-tool corporations, 1925-36

A. BAKEl^TES

Ratio of inventories to

current assets
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Table 52.

—

Frequency distribution of companies hy the ratio of inventoried to current

assets for an identical sample of shnall baking, men's clothing, furniture, stone and
clay products, and machine-tool corporations, 1930-36

A. BAKERIES

Ratio of inventories to current
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Table 55.

—

Frequency distribution of companies by the ratio of working capital to

total capital for an identical sample of small baking, men's clothing, furniture,
stone and clay products, and machine-tool corporations, 1925-36

A. BAKERIES

Ratio of working capital
to total capital

No working capital
Deficit working capital-
Less than 20 percent
20 to 39.9 percent
40 to 59.9 percent-.
60 to 79.9 percent
80 to 99.9 percent.
100 percent...

Total.

Number of firms reported for year—

1925 1926 1927 1S28 1929 1930 1931 1932 1933 1934 1935 1936

B. MEN'S CLOTHING

No working capital
Deficit working capital-
Less than 20 percent
20 to 39.9 percent
40 to 59.9 percent
60 to 79.9 percent,.
80 to 99.9 percent.-
100 percent

Total. 46 46 46 46

C. FURNITURE

No working capital
Deficit workine capital
Less than 20 percent ..-

20 to 39.9 percent
40 to 59.9 percent
60 to 79.9 percent
SO to 99.9 percent
100 percent

Total

1
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Table 56.-

—

Frequency distrif ''on of companies by the ratio of working capital

to total capital for an identical aample of small baking, men's clothing, furniture,

stone and clay products, and machine-tool corporations, 1930-36

A. BAKERIES

Ratio of working capital to total

capital

Number of firms reported for year-

1931 1932 1933 1935

No working capital
Deficit working capital.
Less than 20 porcent
20 to 39.9 percent
40 to 59.9 percent.
60 to 79.9 percent
80 to 99.9 percent-
100 percent

Total.

B. MEN'S CLOTHING

No working capital
Deficit working capital-
Less than 20 percent
20 to 39.9 percent
40 to 59.9 percent _.

60 to 79.9 percent-
80 to 99.9 percent
100 percent...

Total. 27

C. FURNITURE

D. STONE AND CLAY PRODUCTS

No working capital
Deficit working capital.
Less than 20 percent
20 to 39.9 percent
40 to 59.9 percent . -

60 to 79.9 percent
80 to 99.9 percent
100 percent

Total. 30 30

27

No working capital



CONCENTRATION OF ECONOMIC POWER 349

Table 57.

—

Frequency distribution of companies by the ratio of current assets to

current liabilities, for an identical sample of small baking, men's clothing, furnitiire,
stone and clay products, and machine-tool corporations, 1925-36

A. BAKERIES

Ratio of current assets to
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Table 58.

—

Frequency distribution of companies by the ratio of current assets to

current liabilities, for an identical sample of small baking, men's clothing, furniture,

stone and clay products, and machine-tool corporations, 1930-36

A. BAKERIES

Ratio of current assets to current
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Table 59.

—

Frequency disitibution of companies by the ratio of cash and receivables

to current liabilities for an identical sample of small baking, men's clothing, furni-
ture, stone and clay products, and machine-tool corporations, 1926-36

A. BAKERIES

Ratio of cash and receiv-
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Table 60.

—

Frequency distribution of companies by the ratio of caf^h and receivables

to current liabilities for an identical sample of small baking, nun's clothing, fur-
niture, stone and clay products, and machine-tool corporations, 19H0-36

A. BAKERIES

Ratio of cash and receivables
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Table 61.

—

Frequency distribution of companies by the ratio of notes payable to

current liabilities for an identical sample of small baking, men's clothing, furniture,

stone and clay products, and machine-tool corporations, 1926-36

A. BAKERIES

Ratio of notes payable to

current liabilities

No current liabilities.

No notes payable
Ijcss than 10 percent-.
10 to 19.9 percent
20 to 29.9 percent
30 to 39.9 percent
40 to 49.9 percent
50 to 59.9 percent
60 percent and over...

Total.

Number of firms reported for year-

1926 1927 1928 1929 1930 1B31 1932 1933 1934 1935 1936

81

B. MEN'S CLOTHING

No current liabilities.

No notes payable
Less than 10 percent..
10 to 19.9 percent
20 to 29.9 percent
30 to 39.9 percent
40 to 49.9 percent
50 to 59.9 percent
tiO percent and over...

Total

-

46 46 46 46

C. FURNITURE

No current liabilities.

No notes payable
Less than 10 percent..
lb to 19.9 percent
20 to 29.9 percent
30 to 39.9 percent
40 to 49.9 percent
50 to 59.9 percent
60 percent and over...

Total. 66 66 66

D. STONE AND CLAY PRODUCTS

No current liabilities.

No notes payable
Less than 10 percent,.
10 to 19.9 percent
20 to 29.9 percent
30 to 39.9 percent
40 to 49.9 percent
50 to 59.9 percent
60 percent and over...

Total. 70 70 70 70

E. MACHINE TOOLS

No current liabilities.

No notes payable
Less than 10 percent..
10 to 19.9 percent
20 to 29.9 percent
30 to 39.9 percent
40 to 49.9 percent
50 to 59.9 percent
60 percent and over...

TotaL

44

3

6
6

8
7

12

32

118

4

10

6
34

118 118

5

9
3
11

< 5

27

118

47
10
5
12
7

9
4
24

1^
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Table 0)2.—Frequency distribution of companies by the ratio of notes payable to

current liabilities for an identical sample of small baking, men's clothing, furniture,
stone and clay products, and machine-tool corporations, 1930-36

A. BAKERIES

Ratio of notes payable to
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Table 63.

—

Frequency distribution of companies by the ratio of accounts -payable to
current liabilities for an identical sample of small baking, men's clothing, furniture,

stone and clay products, Q,nd machine-tool corporations, 1926-36

A. BAKERIES

Ratio of accounts payable to
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Table 64.

—

Frequency distribution of copipanies by the ratio of accounts payable to

current liabilities for an identical sample of small baking, men's clothing, furni-

ture, stone and clay products, and machine-tool corporations, 1930-36

A. BAKERIES

Ratio of accounts payable
to current liabilities

No current liabilities.

No accounts payable.
Less than 20 percent.
20 to 39.9 percent
40 to 59.9 percent
60 to 79.9 percent
80 to 99.9 percent
100 percent.

Total.-.

1930

27

1931

Number of firms reported for year—

19341932 1933

27

B. MEN'S CLOTHING
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Table 65.

—

Frequency distribution of companies by the ratio of net capital assets

{including land) to total investment for an identical sample of small baking, men's
clothing, furniture, stone and clay products, and machine-tool corporations, 1925-36

A. BAKERIES

Ratio of net capital assets
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Table 66.

—

Frequency distribution of companies by the ratio of net capital assets

(including land) to total investment for an identical sample of small baking, men's
clothing, furniture, stone and clay products, and machine-tool corporations,

1930-36—Continned
A. BAKERIES

Ratio r 'et capital assets

(incl z land) to total

investLL^ut
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Table 67.-

—

Freque-noy distribution of companies hy the ratio of funded debt to net

capital assets (incUcdtng land) for an identical sample of small baking, men's
clothing, furniture. Stone and clay products, and machine-tool corporations, 1926-36

A. BAKERIES

Ratio of funded debt to net



360 CONCENTRATION OF ECONOMIC POWER

Table 68.

—

Frequency distribution of companies by the ratio of funded debt ifi net
capital assets {including land) for an identical sarnple of small baking, men's
clothing, furniture, stone and clay products, and machine-tool corporations, 19S0-S6

A. BAKERIES

Ratio of funded debt to net
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Table 7^.—Frequency distribution of companies by the ratio of economic income

to tangrble net worth or an identical sample of small baking, men's clothing,jui nature, stone and clay products, and machine-tool corporations, 192€'-S6

A. BAKERIES

Ratio of economic income to
tangible net worth
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Table 73.

—

Frequency distribution of companies by the ratio of economic income
to tangible net worth for an identical sample of small baking, men's clothing,

Jurniture, stone and clay products, and machine-tool corporations, 1926-36—
Continued

D. STONE AND CLAY PROPUCTS

Ratio of economic income to
tangible net wortb

Number of firms reported for year-

1926 1927 1928 1929 1930 1931 1932 . 1933 1934 1935 1936

RetnrnB with deficit and net
profit ----

Returns with loss of—
18 percent and over.._
12 to 17.9 percent
6 to 11.9 percent
to 5.9 percent

Returns with deficit and net loss.

Returns with profit of—
to 2.9 percent

3 to 5.9 percent
6 to 8.9 percent
9 to 11.9 percent ..

12 to 17.9 percent-.--...
18 to 29.9p€rceJQt.-
30 percent and over

Total-

20

70 70 70 70 70 70 70 70 70 70 70

E. MACHINE TOOLS

Returns with deficit and net
profit - -

Returns with loss of—
18 percent and over
12 to 17.9 percent-
6 to 11.9 percent
to 5.9 percent

Returns with deficit and net loss.

Returns with profit of

—

to 2.9 .percent
3 to 5.9 percent-
6 to 8.9 percent
9 to 11.9 percent
12 to 17.9 percent
18 to 29.9 percent...
30 percent and over

Total 118

1
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Table 74.

—

Frequency distribution of companies by the ratio of economic income to
tangible net worth for an identical sample of small baking, men's clothing, furniture,
stone and clay products, and machine-tool corporations, 1930-36—Continued

B. MEN'S CLOTHING

Ratio of economic income to tangible net worth
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Table 75.

—

Frequency distribution of companies by the ratio of economic income
before interest and income taxes to total investment in enterprise for an identical

sample of small baking, men's clothing, furniture, stone and clay products, and
machine-tool corporations, 1926-36

A. BAKERIES

Batio of economic income before
interest and income taxes to

total investment in enterprise
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Table 7Q.—Frequency distribution of companies by the ratio of economic income
before interest and income taxes to total investment in enterprise for an identical
sample of small baking, men's clothing, furniture, stone and clay products, and
machine-tool corporations, 1930-36

A. BAKERIES

Ratio of economic income before interest and
income taxes to total investment in enter-
prise
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Table 79.

—

Frequency disUihulion of companies by the ratio of net worth to total

debt for an identical sample of small baking, men's clothing, furniture, stone and
clay products, and machine-tool corporations, 1926-36

A. BAKERIES

Ratio of net worth to total debt
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Table 80.

—

Frequency distribution of companies by the ratio of net worth to total debt
for on identical sample of small baking, men's clothing, furniture, stone and clay
products, and machine-tool corporations, 1930-36—Continued

A. BAKERIES

Ratio of net worth to total
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Table 83.

—

Frequency distribution of companies by the ratio of sales to net capital

assets (including land) for an identical sample of small baking, men's clothing,

furniture, stone and clay products, and machine-tool corporations, 1926-36
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Tabxe 84.'

—

Frequency distribution of companies by the ratio of sales to net capital
assets {including land) for an identical sample of small baking, men's clothing,
furniture, stone and clay products, and machine-tool corporatiom, 1930-36

A. BAKERIES

Ratio of sales to net oafiital
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Table 85.

—

Frequency distribution of companies by the ratio of sales to working

capital for an identical sample of small baking, men's clothing, furniture, stone

and clay products, and machine-tool corporations, 1926-36

A. BAKERIES
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Table 86.

—

Frequency distribution of companies by the ratio of sales to working
capital for an identical sample of small baking, furniture, men's clothing, stone
and clay products, and machine-tool corporations, 1930-36

A. BAKERIES

Ratio of sales to working capital
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Table 87.

—

Frequency distribution of companies by the ratio of sales to total receiv-

ables for an identical sample of small baking, men's clothing, furniture, stone and

clay products, and machine-tool corporations, 1926-36
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Tablsj 88.^

—

Frequency distribution of companies by the ratio of sales to total re-
ceivables for an identical sample of small baking, men's clothing, furniture, stone
and clay products, and machine-tool corporations, 1930-36

A. BAKERIE3

Ratio of sales to total
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Table 89.'

—

Frequency distribution of companies by the ratio of sales to inventory

for an identical sample of small baking, men's clothing, furniture, stone and clay

products, and machine-tool corporations, 1926-36

A. BAKERIES
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Table 89.'

—

Frequency distribution of companies hy the ratio of sales to inventory
for an identical sample of small baking, men's clothing, furniture, stone and clay
products, and machine-tool corporations, 1926-36—Continued

E. MACHINE TOOLS

Ratio of sales to Inventory
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Table 90.

—

Frequency distribution of'com-panies by the ratio of sales to inventory

for an identical sample of small baking, men's clothing, furniture, stohe and

clay products, and m.achinc-tool corporations, 1930-36—Continued

D. STONE AND CLAY PKODUCTS
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Table 99-A.—Frequency distribution of companies by the size of dividends cross-

classified by the ratio of cash to total assets for an identical sample of small baking
corporations, 1926-S6—Continued
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Table 99-A.—Frequency distribution of companies by the size of dividendi cfoss-

classified by the ratio of cash to total assets for an identical sample of smaWbaking
corporations, 1926-36—Continued



CONCENTRATION OF ECONOMIC POWER 379

Table 99-B.—Frequency distribution of companies by the size of dividends cross-
classified by the ratio of cash to total assets for an identical sample of small men's
clothing corporations, 1926-36—Continued
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Table 99-C.—Frequency distribution of companies by the size of dimdends cross-

classified by the ratio of cash to total assets for an identical sample of small furniture

corporations, 1926-S6
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Table 99-C.—Frequency distribution of companies by the size of dividends cross-

classified by the ratio of cash to total assets for an identical sample of small furniture
corporations, 1926-36—Continued
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Table 99-D.—Frequency distribution of companies by the size of dividends cross-

classified by the ratio of cash to total assets for an identical sample of small stone

and clay products corporations, 1926-36—Continued
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Table 99-D.^—Frequency distribution of companies by the size of dividends cross-
classified by the ratio of cash to total assets for an identical sample of squall stone
and clay products corporations, 1926-36—Continued
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Table 99-E.—Frequency distribution of companies by the size of dividends, cross-

classified by the ratio of cash to total assets for an identical sample of small machine-

tool corporations, 1926-36—Continued
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Table 100-A.—Frequency distribution of companies by the size of dividends cross-

classified by the ratio of cash to total assets for an identical sample of small baking
corporations, 1930-36
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Table 100-B.—Frequency distribution of companies by the size of dividends

classified by the ratio of cash to total assets for an identical sample.of small

clothing corporations, 1930-36
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Table lOO-C.

—

Frequency distribution of companies by ths size of dividends cross-
classified by the ratio of cash to total assets for an identical samph cf small fnrniture
corporations, 1930-36
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Table 100-D.—Frequency distribvtion of com-panieb by the size of dividends cross-

classified by fhe ratio of cash to total assets for an identical sample of sinall stone

and clay products corporations, 1930-36
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Table 100-E.—Frequency distribution, of companies by the size of dividends cross-
classified by the ratio of cash to total assets for an identical sample of small machine
tool corporations, 1930-36
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Table 116.

—

Frequency distribution of companies hy the trends in total investment

and in sales for an identical saynple of small baking, men's clothing, furniture,

atone and clay products, and machine tool corporations, 1926-S6

BAKERIES
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Table 116.

—

Frequency distribution of companies by the trends in total investment
and in sales for an identical sample of small baking, men's clothing, furniture,
stone and clay products, and machine tool corporations, 1926-36—Continued

MEN'S CLOTHING—Continued
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Table 116.

—

Frequency distribution of companies by the trends, in total investment

and in sales for an identical sample of small baking, men's clothing, furniture,

stone and clay products, and machine tool corporations, 1926-36—Continued

FURNITURE—Continued
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Table 116.

—

Frequency distribution of companies by the trends in total investment
and in sales for an identical sample of small baking, men's clothing, furniture,
stone and clay products, qnd machine tool corporations, 1926-36—Continued

STONE AND
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Table 117.

—

Frequency distribulion oj compayiies bij the current ratio cross-classified

by the number of years before failure for a sample of small baking, men's clothing,

furniture, stone and clay products, and machine-tool corporations failing between

1927 and 19S6
A. BAKERIES
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Table 117.—Frequency distribution of companies by the current ratio cross-classified

by the number of years before failure for a sample of small baking, men's clothing,

furniture, stone and clay products, and machine-tool corporations failing between
1927 and i5S6—Continued

K. MACHINE TOOLS

Current ratio



396 CONCRNTRATION OF ECONOMIC POWER

Table 120.

—

Frequency distribniion of companies by the ratio of cash and receivables

to current liabilities cross-classified by the number of years before failure for a sample

of small baking, meJi's clothing, furniture, stone and clay products, and machine-

tool corporations failing betv)een 19S7 and 1936—Continued

D. STONE AND CLAY PRODUCTS

Ratio of cash and receivables to current
liabilities

No cash and reecivnbles-
Nonusable retmns..
Less than 20 percent
20 to 39.9 percent.
40 to 59.0 percent
GO to 79.9 percent..
80 to 99.9 percent
100 percent and over

Total.

Number of firms showing years before failure

4
30 I

9 I

9
i

E. MACHINE TOOLS
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Table 121.

—

Frequency distribution of companies by the ratio of working capital to
total assets, cross-classified by the number of years before failure for a sample of
small baking, men's clothing, furniture, stone and clay products, and machine
tool corporations failing between 1927 and 1936—Continued

C. FUllNITURE

Ratio of working capital to total assets
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Table 122.

—

Frequency distribution of companies by the ratio of cash to total assets

cross-classified by the number of years before failure for a sample of STnaUiakirig,
men's clothing, furniture, stone and clay products, and machine tool corporation<i

failing between 1927 and 19S6—Continued

B. MEN'S CLOTHING

Ratio of cash to total assets
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Table 123.—Frequency distribution of companies by the sales to inventory ratio cross-
classified by the number of years before failure for a sample of small baking, men's
clothing, furniture, stone and clay products, and machine-tool corporations failing
between 1927 and 1936

A. BAKERIES

Inventory turn-over
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Table 123.T-Frequency distribution of companies by the sales to inventory ratio cross-

classified by the number of years before failure for a sample of small baking, men's

clothing, furniture, stone and clay products, and machine-tool corporations failing

between 1927 and i55(9—Continued

E. MACHINE TOOLS
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Table 124.

—

Frequency distribution of companies by the sales to current assets ratio
cross-classified by the number of years hfore failure for a group of small baking,
men's clothing, furniture, stone and clay products, and mochine-tool corporations
^ailing between 1927 and 1936—Coutinued

C. FURNITURE

Current assets turn-over
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Table 12&-A.— The book value of inventories and total sales classified by methods of

valuing inventories for an identical sample of small baking corporations, 1930-36
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Table 126-B.— The book value of invenU>n.es and total sales classified by methods of
valuing inventories for an identical sample of small men's clothing corporations,
1930-36

1933

Number of com panics
Amount of total sales
Total inventories:

Number of companies.
Amount

Raw materials:
Number of companies.
Amount

Work in process:
Number of companies.
Amount

Finlihed goods:
Number of companies.
Amount

Supplies:
Number of companies.
Amount

Unspecified:
Number of companies.
Amount

Cost or market method of valuing inventories

21

$4,819,227

21

$560, 493

3

$10, 490

$3,662

$171, 360

$11, 702

14

$363. 279

, 21

$5,137,395

21

$524, 781

3
$5,402

5
$105, 402

1

$75

15

$413, 902

21

$3,966,587

21

$457, 258

3

$8,052

1

$4,825

6

$123, 350

1

$75

15

$320, 956

21

$4,870,514
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Table 126-C.— The book value of inventories and total sales classified hij methods of

valving inventories for an identical sample of small furniture corporations, 19S0-36
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Table 126-D.— The book value of inventories and total sales classified by methods

of valuing mventories for an identical sample of small stone and clay products
corporations, 19S0-36



4Jg CONCENTRATION OF ECONOMIC POWER

Table 126-E.—The book value of inventories and total sales classified by methods

of vahiing inventories for an identical sample of small machine tool corporations,

1930-36

1930

Cost of market method of valuing inventories

Number of companies
Amount of total sales -

TofAl Inventories:
Number of companies-
Amount

Raw materials:
Njimber of companies.
Amount

Work in process:
Number of companies.
Amount

Finished goods:
Number of companies-
Amount -

Supplies:
Number of companies-
Amount -

Unspecified:
Number of companies .

Amount

Number of companies
Amount of total sales

Total inventories:
Number of companies.
Amount

Raw materials:
Number of companies.
Amount

Work in process:
Number of companies.
.\mount

Finished goods:
Number of companies.
Amount -

Supplies:
Number of companies.
Amount

Unspecified:

,

Number of companies.
Amount—

Number of companies
Amount of total sales

Total inventories:
Number of companies.
Amount

Raw materials:
Number of companies.
Amount -

Work in process;
Number of Companies.
Amount

Finished goods:
Number of companies-
Amount

Supplies:
Number of oompanies.
^mount --

Unspecified:
Number of companies-
Amount -

7

$688,578

7

$183, 622

3

$25,068

1

$5, 741

2

$19, 555

4

$45, 633

4

$87, 625

7

$157, 670

3

$6, 975

1

$2,522

2

$17, 095

4

8,614

4

$92,464

7

$232, 659

7

$131,611

3

$9, 976

1

$2, 117

2
$10, 007

4

$36, 412

4

$73,099

7

$241, 617

7

$142, 468

3

$21,068

2

$5,199

2
$12, 785

4

$34, 933

3

$68,483

7

$331, 754

7

$137, 265

2
$4,294

1

$2,024

2
$17, 030

5

$33, 920

4

$79, 997

7

$446, 216

7
$140, 255

3

$8,543

1

$2, 115

2

$15, 393

5
$31,819

3

$82,385

Cost method of valuing inventories

5

$409,141

5

$42, 712

1

$11, 248

$15, 8'

i

1

$4,740

2
$10,906

5

$308,041

5
$36,247

1

$6,260

3

$16, 457

1

$3,006

2
$10, 524

5

$223, 521

5

$22, 731

1

$4, 565

3

$5, 997

1

$1,912

2

$10, 257

$310, 313

5

$19, 419

1

$4,090

3

$3,968

1

$1,277

2

$10, 084

5

$336, 529

5

$22,282

1

$3, 985

3

$6,095

2

$1, 926

2

$10, 277

5

$420, 466

5

$29, 348

1

$3,816

3

$14,029

1

$1,489

2

$10, 014

Unsi)ecifled methods of valuing inventories

11

$771,998

11

$100, 412

$43, 151

4

$37, 275

2
$13, 442

3
$1,834

2
$4,710

11

$545,871

11

$85,807

$34, 889

4

$36, 074

3
$11, 374

2
$1,299

2
$2, 171

11

$330,675

11

$73, 895

$31, 499

4

$32, 132

2
$2, 437

2

$1, 147

2

$6,680

11

$334,080

10

$87,835

$31,984

5

$34,720

3

$2, 769

3

$1, 146

2

$17, 216

11

$439, 169

10

$54. 820

$14,007

5

$14,679

3
$3, 774

3
$10, 122

2

$12, 238

11

$523, 172

10

$52, 952

$14, 556

5

$16, 376

3

$1,981

3

$5,598

2
$14, 441

7
$662, 977

7

$147, 177

4

$33,110

1

$1,386

2
$14,209

6

$34,936

2

$63, 536

5

$566,280

5
$32,201

1

$4,591

3

$16, 239

1

$1,110

2
$10, 261

11

$795, 568

10

$73, 686

8
$19, 152

5

$23,924

3
$3,086

3
$5,362

2
$22,062
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ACCOUNTING:

Small manufacturing corporations: Page
Systems and periods (bakeries, men's clothing, furniture, stone
and clav products, machine tools); number and percent of
companies, 1926, 1931, 1936; table 7-9, appendix F .. 298

ADVERTISING, PRINTING AND PUBLISHING: Standard Statis-
tics Co. composite of 400 corporations includes analyses. See Stand-
ard Statistics Co.

ASSETS (TOTAL MANUFACTURING):
1926-36. Percentage distribution of total assets held by five indus-

trial subgroups (food, textiles, lumber, stone, metals), by periods,
1926-29, 1930-33, 1934-36; comment and table 9 22-23

AUTOMOBILES, TRUCKS, PARTS AND TIRES:
Standard Statistics Co. composite of 400 corporations includes analy-

ses. See Standard Statistics Co.
BAKING INDUSTRY:

Accounting systems and periods:
1926-36. Cash, accrual, not specified, calendar or fiscal year;
number and percent of companies, 1926, 1931, 1936; table 7-9,
appendix F 298

Accounts payable to current liabilities ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-
36; tables 63-64, appendix F 355-356

Asset size and failures:

1926-36. Frequency distribution of companies by date of in-

corporation; table 10-A, appendix F 299
Asset size and geographical distribution:

1926-36. See below Geographical distribution and asset size.

Balance sheet. See below Income statement and balance sheet.

Ca.sh and receivables to current liabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 59-60, appendix F . 351-352
Cash and receivables to current liabilities ratio (failures):

1927-36. Frequency distribution by companies, by number
of firms showing years before failure between 1927 and 1936;

table 120, appendix F 395-396
Cash to total assets ratio:

1926-36. Number and percent of firms, by size of dividends,

1926-36, 1930-36; tables 99A-99E, lOOA-lOOE, appendix F. .376-389

Cash to total assets ratio (failures)

:

1927-36. Frequency distribution of companies, by number of

firms showing years before failure between 1927 and 1936;

table 122, appendix F 397-398
Current assets to current liabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 57-58, appendix F 349-350

Current assets to total assets ratio:

1925-36. Frequency distribution of companies, 1925-36,

1930-36; tables 43-44, appendix F 343
Depreciation and depletion ratio to sales:

1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 33-34, appendix F 332
Dividend disbursements:

1926-36. Amounts and percent of income available for divi-

dends; table 24, appendix F 324-325
Dividends:

1926-36. See also above Cash to total assets ratio, these dates.

417
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BAKING INDUSTRY— Continued. i'age

Economic income before interest and income taxes to total investment
in enterprise ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-

36; table 75, appendix F 364-365
P^conomic income (or loss) ratio to capital stock

:

1926-36. By size of ratio and by area, number, and percent of

companies, table 17A, appendix F 314-315
1926-36. "By size of ratio and by asset size, number, and percent

of companies, table 16A, appendix F 304-305
Economic income to tangible net worth ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Failures:
1926-36. Frequency distribution of companies by asset size,

failiu-es, and date of incorporation; table JOA, appendix F 299
1926-36. Percentage of firms in 1926 sample surviving in each of

years 1927-36; comment and chart 1 12
1930-36. Percentage of firms in 1930 sample surviving in each of

years 1931-36; comment and chart 2 13
Fixed capital ratio:

1925-36. Frequency distribution of ratio of capital stock to

surplus; number of failures and survivors; comment and
table 53 105-110

Funded debt to capital stock ratio:

1925-36. Size of ratio of funded debt to capital stock; comment
and table 54 110 113

Funded debt to net capital assets (including land) ratio:

1926-30. Frequency distribution of companies, 1926-36, 1930-
36; tables 67-68, appendix F . 359-360

Geographical and asset size distribution:
1926-36. By original 1926 sample, supplementary 1930 sample,

identical 1926-36 and 1930-36 samples, and number-of-years-
before-failure groups; table 6A, appendix F 278-281

Income statement and balance sheet:
1925-36. Selected items showing frequencies and aggregate
amounts by years; table lA, appendix F 203-207

1927-36. Selected items for a sample of corporations failing
durhig period, showing frequencies and aggregate amounts,
by number of years before failure; table 5A, appendix F 253-257

1929-36. Selected items showing frequencies and aggregate
amounts by years; table 3A, appendix F 228-232

Inventories and total sales:
1926-36. Included in break-down under Small Manufacturing
Companies, which see.

Inventories to current assets ratio:
1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 51-52, appendix F 345-346
Net capital assets (including land) to total investment ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 65-66, appendix F _* 357-358

Net worth to total debt ratio

:

1926-36. Included in break-down under Small Maimfacturing
Corporations, which see.

Notes payable to current liabilities ratio:
1926-36. Frequencv distribution of companies, 1926-36, 1930-

36; tables 61-62, appendix F. 353-354
Profit ratio

:

1926-36. Frequency distribution of ratio of net income to capital
stock; comment and table 18 38-42

Rent to sales ratio:
1926-36. Frequency distribution of companies by size of net

sales; table 41A, appendix F 334-335
Repairs to sales ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-
36; tables 29-30, appendix F 330-331
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Sales and investment trends:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to current assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which nee.

Sales to inventory ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to inventory ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, ivhich see.

Sales to net capital assets (including land) ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, which see.

Sales to total receivables ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, which see.

Sales to working capital ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, which see.

Source and disposal of funds:
1935-37. Composite statement of eight large bakeries, amount
and percent disposal and source; comment and table 64 132-134,

139-140
Valuing inventories methods:

1926-36. Lower of cost or market, cost, other, number, and
percent of companies, 1926, 1931, 1936; table 7-9, appendix F._ 298

Working capital ratio:

1925-36. Frequencv distribution of current ratio; comment and
table 41 83-86.

Working capital ratio (failures)

:

1927-36. Frequency distribution of companies by current ratio
by number of years before failure between 1927 and 1936;
table 1 17, appendix F- - - ^ . - 394

Working capital to total assets ratio (failures) : .

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Working capital to total capital ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 55-56, appendix F 347-348-

BALANCE SHEET:
Small Manufacturing Corporations:

1925-36. Selected items (baking, men's clothing, fvirniture,

stone-clay, machine-tool samples) : tables lA-lE, appendix F_ 203-227
1929-36. Selected items (baking, men's clothing, furniture,

stone-clay, machine-tool samples) ; tables 3A-3E, appendix F_ 232-252
BEVERAGES: Standard Statistics Co. of 400 corporations includes analyses.

See Standard Statistics Co.
BRICK AND CLAY PRODUCTS:

Source and disposal statement:
1935-37. Composite statement of nine brick and clay manu-

facturers; amount and percent disposal and source; comment
and table 66 136-138, 139

BUILDING AND REAL ESTATE: Standard Statistics Co. composite
of 400 corporations includes analyses. See Standard Statistics Co.

BUREAU OF INTERNAL REVENUE:
Source book of statistics of income, nature, and availability of (n.)_- 26
Statistics of income (1916- ), analysis 2-5, 20

Correction for nonreporting of balance sheets in Statistics of

Income - - ..
174-177

Publication does not inctude compiled net income after tax claasi-

fied by asset size ^ — --- 26
Stze of capital classification data limitation ^ 29

BURR, SUSAN S., joint author. See Ebersole, J. F.

25084.5—JO—No. 1-5 28
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Page

CLAY INDUSTRY. See Brick and Clay Products; Stone and Clay

Products.
CLOTHING (MEN'S) INDUSTRY:

Accounting systems and periods:

1926-36. Cash, accrual, not specified, calendar or fiscal year;

number and percent of companies, 1926, 1931, 1936; table,

7-9, appendix F _ 298
Accounts payable to current liabilities ratio:

1926-361 Frequency distribution of companies, 1926-36, 1930-

36; tables 63-64, appendix F 355-356

Asset size and failures:

1926-36. Frequency distribution of companies by date of incor-

poration; table lOB, appendix F 300
Balance sheet. See beloto Income Statement and balance sheet.

Cash and receivables to current liabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 59-60, appendix F 351-352
Cash and receivables to current liabilities ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Cash to total assets, ratio:

1926-36. Included in break-down under Small Manufacturing
Companies, lohich see.

Cash to total assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Current assets to current liabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 57-58, ajppendix F , . 349-350

Current assets to total assets ratio:

1925-36. Frecfuencv distribution of companies, 1925-36, 1.930-

36; tables 43-44, ajppendix F 343
Depreciation and depletion ratio to sales:

1926-36. Frequency distribution of companies, 1926-36, 1930-
36 ; tables 33-34, appendix F 332

Dividend disbursements:
1926-36. Amounts and percent of income available for divi-
dends; table 24, appendix F 325-326

Economic income before interest and income taxes to total investment
in enterpri.se ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Economic income (or loss) ratio to capital stock:
1926-36. By size of ratio and by area, number, and percent of
companies; table 17B, appendix F 316-317

1926-36. By size of ratio and by asset size, number, and per-
cent of companies; table 16B, appendix F 306-307

Economic income to tangible net worth ratio:
1926-36. Inchided in break-down for Small Manufacturing

Corporations, which see.

Failures:
1926-36. Asset size and failures, frequency distribution of
companies by date of incorporation; table lOB, appendix F 300

1926-36. Percentage of firms in 1926 sample surviving in each
of years 1927-36; comment and chart 1 , 12'

1930-36. Percentage of firms in 1930 sample surviving in each
of years 1931-36; comment and chart 2 13

Fixed capital ratio:

1925-36. Frequency distribution of ratio of capital stock to
surplus; comment and table 53 105-110

Funded debt to capital stock ratio:
1925-36. Size of ratio of funded debt to capital stock; comment
and table 54 110-113

Funded debt to net capital assets (including land) ratio:
1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 67-68, appendix F . 359-360
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Geographical and asset size distribution:
1926-36. By original 1926 sample, supplementary 1930 sample,

identical 1926-36 and 1930-36 samples, and number of-years-
before-failure groups; table 6B, appendix F 282-285

Income statement and balance sheet:
1925-36. Selected items showing frequencies and aggregate
amounts by years; table IB, appendix F 208-212

1927-36. Selected items for a sample of corporations failing
during period, showing frequencies and aggregate amounts, by
number of years before failure; table 5B, appendix F 258-262

1929-36. Selected items showing frequencies and amounts by
years; table 3B, appendix F 233-237

Inventories and total sales:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Inventories to current assets ratio:
1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 51-52, appendix F 345-346
Net capital assets (including land) to total investment ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 65-66, appendix F 357-358

Net worth to total debt ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Notes payable to current liabilities ratio:
1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 61-62, appendix F 353-354
Profit ratio:

1926-36. Frequency distribution of ratio of net income to
capital stock; comment and table 18 38-42

Rent to sales ratio:

1926-36. Frequency distribution of companies by size of net
sales; table 41B, appendix F 1 335-337

Repairs to sales ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-
36; tables 29-30, appendix F 330-331

Sales and investment trends:
1926-36. Included in break-down under Small Manufacturing

Corporations, ivhich see.

Sales to current assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to inventory ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to inventory ratio (failures)

:

1927-36. Include in break-down under Small Manufacturing
Corporations, ivhich see.

Sales to net capital assets ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to total receivables ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to working capital ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Source and disposal statement:
1936-37. Composite statement of 16 clothing manufacturers;:

amount and percent disposal and source; comment and table

67 138-139, 140
Valuing inventories methods:

1926-36. Lower of cost or market, cost, other, number and fJer-

cent of companies, 1926, 1931, 1936; table 7-9, appendix F__. 298
Working capital ratio:

1925-36. Frequency distribution of current ratio each year;

comment and table 41 83-86
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CLOTHING (MEN'S) INDUSTRY—Continued. Page

Working capital ratio (failures):

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Working capital to total assets ratio-^failures)

:

1927 30. Included ^n break-down under Small Manufacturing
Corporations, which see.

Working capital to total capital ratio:

1925-36. Frequency distribution 6f companies, 1925-36, 1930-36;
. . tables 55-56, appendix F _, 347-348

COMPENSATION OF OFFICERS:
. Qualifying factor in profit-and-loss statements of concerns. 1_ 33

CONTAINERS: Standard Statistics Co., composite of 400 corporations
includes analyses. See Standard Statistics Co>

CORPORATE'FINANCIAL STATEMENTS: Appraisal of. __..^_ 19-20
CORPORATION FINANCE:

Bureau of Internal Revenue, Statistics of Income, analysis 2;-5, 20
Small manufacturing corporations. See Small Manufacturing Cor-

porations.
Standard Statistics Co.'s publications.. '._. 5-S

DEBT RATIO:
Current debt to to*,al debt. See Fixed Capital Sources.

DEWING, ARTHUR S.: Corporation finance (4 Encyclopedia Social
Sciences); cited (n.) . xiii

DISBURSEMENT: Defined .... _. 61
DIVIDEND PAYMENTS: -

Analysis of factors influencing decisions of corporate management
concerning dividend policy _ 59-65

Analysis of number of corporations in the Standard Statistics' com-
posite of 400 large companies paying dividends _• 48-59

Small manufacturing corporations. jSee Small Manufacturing Cor-
porations.

1927-38. Stability of dividend payments for the Standard Statistics'
composite of 400 large companies; comment and table. 30__ . ..1 57-59

DIVIDEND RATIO:
Large manufacturing companies; comment and tables 47-67
1926-^36. Disbursement ratio (cash dividends paid to compiled net

profit after tax) for total manufacturing, including income and nc-
income companies; comment and table 21 . 45

1926-36. Ratio of cash dividends paid to compiled net profit (after
Federal tax) for total manufacturing and five subgroups (food,
textiles, lumber, stone,, rnetals); income' companies only; comment
and table 19.- . ._ !.__

_" 43-44
1926-36. Ratio cf cash dividends paid to net worth, for total manu-

facturing and five subgroups (food, textiles, lumber, stone, and
metals) ; comment aid table 22 45-46

1927-38. Average ratio of common dividends paid to common stock
and surplus for dividend-paying companies in the Standard Statis-
tics' composite of 400 large companies, by 28 named induf^tries,
each year ; comment and table 281 ^_ . _ . : . _ . _ , . 54-55

1927-38. Average ratio of common dividends paid to common stock -

and surplus for dividend-paying companies in the Standard Statis-
tics' composite of 400 large ce-rporations, by 28 named industries,
1927-29, 1930-33, 1934-38, 19^7-38 periods; comment and table
27 ^ _... . 53-54

1927-38. Average ratio of common dividends paid to common stock
and surplus for Standard Statistics' composite of 400 large corpora-
tions, by 28 uamed industries; comment and table 26 -.i. 51-53

1927-38. Average ratio of common dividends paid to common stock,
and surplus for Standard Statistics' composite of 400 large corpora-
tions by 28 named indu.stries, 1927-29, 1930-33, 1934-38 and 1927-
38 periods; comnxent T^nd table 25 49r51

1927-38. Cross-Qlassification of disbursement and liquidity ratios
for Standard Statistics' composite of 400 identical Urge companies;
comment and table 31 ; ... L 60-65

1927-38. Frequency distribution of ratio; of common dividends paid
to cgmmon stock and surplus, Standard Statistics' composite of
400 large companies ; comment and table . 55-57
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DIVIDEND RATIO—Continued. Page
1927-38. Number of corporations paying dividends in each year in
the Standard Statistics' composite of 400 large companies, by 28
named industries ; comment and table 24 " 48-49

1927-38. Rank, high and low, of industries for whole period, for
prosperity years 1927-29, for depression years 1930-33, and for
recovery years 1934-38; analysis of rank and trends o0-51

1931-36. Ratio of cash dividends paid to compiled net profit (after
Federal tax) for total manufacturing classified by asset size, income
companies only ; comment and table 20 44-45

1931-36. Ratio of cash dividends paid to net worth for total manu-
facturing, classified by asset size, income and no-income companies,
each vear and average 1931-36; comment and table 23 46-47

EBERSOLE, J. F., SUSAN S. BURR and GEORGE M. PETERSON:
Income forecasting by the use of Statistics of Income data (1929-30);
cited (n.) 2

ELECTRIC EQUIPMENT AND RADIO:
Standard Statistics Co. composite of 400 corporations includes anal-

yses. See Standard Statistics Co.
EPSTEIN, RALPH C: Industrial profits in the United States (1934);

cited (n.) 17, 28
Summarv of conclusions 29-32

FABRICANT, SOLOMON: Capital consumption and adjustment (1938);
cited (n.) - 20

FAILURES:
Bakery industry. See Bakery Industry.
Clothing industry. See Clothing (Men's) Industry.
Furniture industry. See Furniture Industry.
Machinery industry. See Machine Tools Industry.
Small manufacturing corporations. See Small Manufactining Cor-

porations.
Stone and clay industry. See Stone and Clay Industry.

FERTILIZER CHEMICALS: Standard Statistics Co. composite of 400
corporations includes analyses. See Standard Statistics Co.

FINANCIAL STATEMENTS: See Corporate Financial Statements.

FINANCIAL STATEMENTS ANALYSIS: Source and disposal of funds

device 123

FINNEY, H. A.: Principles of accounting; cited (n.) 123

FIXED CAPITAL NATURE AND SOURCES RATIO:
Distribution of par and no-par common stock. Standard Statistics'

1927-38 composite of 400 identical companies by 25 named indus-

tries; comment and table 55 113-114

1925-36. Frequency distribution of ratio of capital stock to surplus

by selected industries (bakeries, men's clothing, furniture, stone and

clay, machine tools); sample of small manufacturing companies;

failures and survivors in each ratio class; comment and table 53_ 105-110

192.5-36. Sample of small manufacturing corporations, by size of

ratio of funded debt to capital stock and by industry (baking, men's

clothing, furniture, stone-clay, machine tool); number_and percent

failures and survivors each yeaT; comment and table 54 110-113

1 926-36. Analysis of three ratios in combination industry by industry
'

(foods, textiles, lumber, stone-clay, metals) in period groups 1926-29,

1930-33, 1934-36, with appraisals remarks for each industry ^''O'^'P;

comment and table -.- 99~iWj

1926-36. Ratio of current debt to total debt for total manufacturmg

and five subgroups (food, textiles, lumber, stone, metals), each

vear and average of annual ratios 1926-29, 1930-33, 1934-36,

1926-36; comment and table 49 95-9»

1926-36. Ratio of net worth to total debt for total manufacturmg
and five subgroups (food, textiles, lumber, stone, and metals), each

vear and average of annual ratios 1926-29, 1930-33, 1934-36;

1926-36; comment and table 49 - 9^-^^

1926-36. Ratio of surplus to net worth for total manufacturing and

five subgroups (food, textiles, lumber, stone, metals), each year and

average of annual ratios 1926-29, 1930-33, 1934-36, 1926-36;

comment and table 49 ^^ ^°
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FIXED CAPITAL NATURE AND SOURCES RATIO—Continued. Page

1927-38. Ratio of current liabilities to total debt for Standard
Statistics' composite of 400 large corporations in 28 named indus-

tries, by period 1927-29, 1930-33, 1934-38, 1927-38; comment
and table 52 104-105

1927-38. Ratio of net worth to total debt for Standard Statistics'

composite of 400 large corporations in 28 named industries, by
oeriod 1927-29, 1930-33, 1934-38, 1927-38; comment and table

51 102-104

1931-36. Ratio of current to total debt total manufacturing classified

by asset size, each year and average of annual ratios 1931-33,

1934-36, 1931-36; comment and table 50 98-99
1931-36. Ratio of net worth to total debt for total manufacturing

classified by asset size,, each year and average of annual ratios

1931-33, 1934-36, 1931-36; comment and table 50 98-99
1931-36. Ratio of surplus to net worth for total manufacturing

classified bv asset size, each year and average of annual ratios

1931-33, 1934-36, 1931-36; comment and table 50 98-99
1931-36. Summary of three ratios classified by asset size; comment
and table 100-101.

FIXED CAPITAL USES:
Comment and tables_ 114-121
Plant expansion policies 119-121

FIXED CAPITAL USES RATIO:
1926-36. Ratio of capital assets to invested capital for total manu-

facturing and five subgroups (food, textiles, lumber, stone, metals)
each year and average of annual ratios 1926-29, 1930-33, 1934-36,
1926-36; comment and table 56 114-115

1926-36. Ratio of current assets to total capital for total manu-
facturing and five subgroups (food, textiles, lumber, stone, metals')

;

comment and table 58 115-116
1927-38. Ratio of fixed assets to invested capital for Standard

Statistics' composite of 399 corporations in 25 named industries,
by periods 1927-29, 1930-33, 1934-38, 1927-38; comment and
table 60 j 117-119

1931-36. Ratio of capital assets to invested capital for total manu-
facturing classified by asset size; comment and table 57 115

1931-36. Ratio of current assets to total capital for total manu-
facturing classified by asset size; comment and table 59 116-117

FLOW OF FUNDS STATEMENT... _. .. 123
FOOD INDUSTRY:

^

Assets

:

1926-36. Percentage of total manufacturing corporation assets
held by industry, by periods 1926-29, 1930-33, 1934-36;
comment and table 9 22-23

Dividend ratio:

1926-36. Ratio of cash dividends paid to compiled net profit
(after Federal tax), income companies only; comment and
table 19 43-44

1926-36. Ratio of cash dividends paid to net worth; 1926-36
each year and 1926-29, 1930-33, 1934-36, 1926-36 periods,
annual averages; comment and table 22 45-46

Fixed capital ratio

:

1926-36. Net worth to total debt, surplus to net worth, current
debt to total debt, each year and average of annual ratios,
1926-29, 1930-33, 1934-36, 1926-36; comment and table 49.. 95-98

Fixed capital uses ratio:
1926-36. Ratio of capital assets to invested capital, eacli year
and average of. annual ratios 19^26-29, 1930-33, 1934-36.
1926-36, comment and table -56.. .^ 114-115

1926-36. Ratio of current assets to total capital^ each year and
average of annual ratios 1926-29, 1930-33, 19^*-36, 1926-36;
comment and table 58 . ^ . 115-116

Profit ratio:

1926-36. Ratio of compiled net profit (after tax) to net worth;
comment and table 8 • 21-22
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FOOD INDUSTRY—Continued.

Profit ratio—Continued. Pag»
1931-36. Ratio of compiled net profit plus interest plus officers'

compensation to total assets, classified by asset size, income
and no-income companies, 1931-33, 1934-36 periods; comment
and table 16 ^ 34-36

1931-36. Ratio of compiled net profit to net worth, bv asset size,
income, no-income, and all companies, 1931-33, 1934-36
periods ; comment and table 11 27- 2S

Working ca])ital ratio:

1926-36. Average of annual current ratio and current assets
turn-over; table gg

1926-36. Current ratio, each year and 1926-29, 1930-33,
1934-36, 1926-36 annual averages; comment and table 32 68-70

1926-36. Ratio of net working capital to capital assets, each
year and 1926-29, 1930-33, 1934-36 and 1926-36 annual
averages; comment and table 34 71-73

Working capital ratio (inventory to receivables) :

1926-36. Ratio of inventory to .receivables, each vear and
average of annual ratios 1926-29, 1930-33, 1934-36,' 1926-36;
comment and table 47 91-92

Working capital ratio (sales to inventory)

:

1926-36.' Ratio of sales to inventory each vear and average
of annual ratios 1926-29, 1930-33, 1934-36, 1926-36; comment
and table 44 89-90

Working capital ratio (sales to receivables")

:

1926-36. Ratio of sales to receivables, each vear and average of

annual ratios 1926-29, 1930-33, 1934-36, '^1926-36; comment
and table 46 90-91

Working capital turn-over ratio:

1926-36. Ratio of sales to current assets, each year and 1926-20,
1930-33, 1934-36, and 1926-36 annual averages; comment and
table 42 .' 87

FOOD PRODUCTS: Standard Statistics Co. composite of 400 corporations
includes analvses. See Standard Statistics Co.

FRANK, JEROME N.: Too much interest in interest (1938), cited (n.).. Ill

FURNITURE INDUSTRY:
Accounting systems and periods:

1926-36. Cash, accrual, not specified; calendar or fiscal year;

number and percent of companies, 1926, 1931, 1936; table 7-9,

appendix F 298-

Accounts payable to current liabilities ratio:

1926-36. Frequency distribution of Companies, 1926-36,

1930-36, tables 63-64, appendix F 355-35&
Asset size and failures;

1926-36. Frequency distribution by companies by date of in-

corporation; table IOC, appendix F 301

Cash and receivables to current liabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 59-60, appendix F 351-352

Cash and receivables to current liabilities ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Cash to total assets ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, ivhich see.

Cash to total assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Current assets to current liabilities ratio

:

1925-36. Frequency distribution of companies, 192-5-36, 1980-

36; tables 57-58, appendix F 349-350

Current assets to total assets ratio:

1925-36. Frequency distribution Of companies, 1925-36, 193(>-

36; tables 43-44, appendix F 348-344

Depreciation and depletion ratio to sales:

1926-36. Frequency distribution of companies, 1926-36, 1930

36; tables 33, .34, appendix F . . 332
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FURNITURE INDUSTRY—Continued. P«&e

Dividend disbursements:
1926-36. Amounts and percent of income available for dividends

;

table 24, appendix F : 326-327

Economic income before interest and income taxes to total investment

in enterprise ratio:

1926-36. Included in break-down under Small ManufactUrmg
Corporations, which see.

Economic income (or loss) ratio to capital stock:

1926-36. By size of ratio and by area, number aild percent of

companies'; table 17C, appendix F 318-319

1926-36. By size of ratio and by asset size, number and percent

of companies; table 16C, appendix F 308-309

Economic income to tangible net worth ratio:

1926-36. Included in break-down under Small IVTanufacturing

Corporations, which see.

Failures

:

1926-36. Percentage of firms in 1926 sample surviving in each of

years 1927-36; comment and chart 1 12

1930-36. Percentage of firms in 1930 sample surviving in each of

years 1931-36; comment and chart 2 13

1925-36-. Size of ratio of funded debt to capital stock; comment
and table 54 110-113

Fixed capital ratio:

1925-36. Frequency distribution of ratio of capital stock to sur-

plus; comment and table 53 105-1 lU

Funded debt to net capital assets (including land) ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 67-68, appendix F . 359-360
Geographicaland asset size distribution:

1926-36. By original 1926 sample, supplementary 1930 sample,
identical 1926-36 and 1930-36 samples, and number-of-years-
before-failure groups; table 6C, appendix F 286-289

Income statement and balance sheet:
1925-36. Selected items showing frequencies and aggregate
amounts by years; table IC, appendix F 213-217

1927-36. Selected items for a sample of corporations failing dur-
ing period, showing frequencies and aggregate amounts by
number of years before failure; table 5C, appendix F 263-267

1929-36. Selected items showing frequencies and aggregate
amounts, by years; table 3C, appendix F 238-242

Inventories and total sales:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Inventories to current assets ratio:
1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 51-52, appendix F J 345-346
Net capital assets (including land) to total investment ratio:

1925-3e. Frequency distribution of companies, 1925-36, 1930-
36; table 65-66, appendix F 357-358

Net worth to total debt ratio:
1926-36. Inchided in break-down under Small Manufacturing

Corporation?, which see.

Notes payable to current liabilities ratio:
1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 16] -62, appendix F 353-354
P'rofit ratio:

1926-36. Frequency distribution of ratio of net income to capital
stock; comment and table 18 38-42

Rent to sales ratio:

1926-36. Frequency distribution of companies bv size of net
sales; table 41 C, appendix F ...z 337-338

Repairs to sales ratio:

1926-36. Freguencv distribution of companies, 1926-36, 19«0-
36; tables 29-30, appendix F..-.-_ 330-331

Sales and investment trends: —_— ' -

1926-36. Included in break-down under Small Manufacturing
Corporations, which see—
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FURNITURE INDUSTRY—Continued. Page-
Sales to current assets ratio (failureis)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to inventory ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, which fee.

Sales to inventory ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to net capital assets (including land) ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, which see.

Sales to total receivables ratio:
1926-r36. Included in break-down under Small Manufacturing

Corporations, which see.

Valuing inventories methods:
1926-36. Lower of cost or market, cost, other; number and
percent of companies, 1926, 1931, 1936; table 7-9, appendix F, . 298

Working capital ratio:

1925-36. Frequency distribution of current ratio each vear;
comment and table 41 _' 83-86

Working capital, ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Working capital to total assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Working capital to total capital ratio:
1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 55-56, appendix F . 347-348
GLOSSARY:

Disbursement 61
Liquidity , 61
Net worth 96
Profit ratio (Standard Statistics)--.:. ' 36
Standard Statistics' sample of 400 corporations; items used defined 182
Turn-over - 86
Working capital 67

HOUSEHOLD PRODUCTS: Standard Statistics Co. composite of 400
corporations includes analvses. See Standard Statistics Co.

INCOME (OR LOSS) RAtiO: Small manufacturuig corporations. See
Small Manufacturing Corporations, Economic income (or loss) ratio.

INCOME STATEMENT:
Small manufacturing corporations:

1 925-36. Selected items (baking, men's clotliing, furniture, stone-

clay, m.achine-tool samples) ; tables lA-lE, appendix F- _ 203-227
1929-3G. Selected items (Baking, men's clothing, furniture,

stone-clav, machine-tool samples) tables 3A-3E, appendix F- 232-252
INVENTORY:

Inventory to receivables ratio. See Working Capital Ratio.

Sales to inventory ratio. See Working Capital Ratio.

^'aluing methods (bakeries, men's clothing, furniture, stone and clay
products, machine tools) ; number and percent of companies, 1926,

1931, 1936; table 7-9, appendix F ^ 298
LARGE MANUFACTURING COMPANIES:

Dividend ratio:

Analysis of Standard Statistics' sample 47-67
Fixed capital sources analj^sis; comment and tables 102-105
Fixed capital uses ratio; comment and tables 116-119
Profitability; comment - 36-38
Sources, disposal, inventory:

1935-36. Comparison with small manufacturing corporations
(bakeries, men's clothing, stone-clay, machine-tool com-
panies) 169-171

Working capital ratio

:

Comment and tables 73-83
Inventory to receivables, 1927-38; comment and table 48 92-94
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Page

LIQUIDITY: Defined 61

Influence on decisions of corporate management concerning dividend

policy; comment and table 31 60-65

LUMBER INDUSTRY:
Assets:

1926-36. Percentage of total manufacturing corporation assets

held by industry, by periods 1926-29, 1930-33, 1934-36; com-
ment and table 9 1 "22-23

Dividend ratio:

1926-36. Ratio of cash dividends paid to compiled net profit

(after Federal tax), income companies only; comment and
table 19 43-44

1926-36. Ratio of cash dividends paid to net worth each year
and 1926-29, 1930-33, 1934-36, 1926-36 periods, .annual
averages; comment and table 22 45-46

Fixed capital ratio:

1926-36. Net worth to total debt surplus to net worth, current
debt to total debt, each vear and average of annual ratios

1926-29, 1930-33, 1934-36, 1926-36; comment and table 49.. 95-98
. Fixed capital uses ratio:

1926-36. Ratio of capital assets to invested capital, each year
and average of annual ratios 1926-29, 1930-33, 1934-36,
1926-36: comment and table 56 114-115

1926-36. Ratio of current assets to total capital, each year and
average of annual ratios 1926-29, 1930-33, 1934-36; comment
and table 58 - 115-116

Profit ratio:

1926-36. Ratio of compiled net profit (after tax) to net worth;
comment and table 8 21-22

1931-36. Ratio of compiled net profit plus interest plus officers'

compensation to total assets, classified by asset size, income
and no-income companies, 1931-33, 1934-36 periods; comment
and table 16 34-30

1931-36. Ratio of compiled net profit to net worth, by asset
size, income, no-income and all companies, 1931-33, 1934-36
periods ; comment and table 11 27-28

Working capital ratio:

1926-36. Average of annual current ratio and current assets
turnover; table 88

1926-36. Current ratio, each year and 1926-29, 1930-33, 1934-
36, 1926-36 annual averages; comment and table 32 i.. 68-70

1926-36. Ratio of inventory to receivables each vear and
average of annual ratios 1926-29, 1930-33, 1934-36,^1926-36:
comment and table 47 91-92

1926-36. Ratio of net working capital to capital assets, each
year and 1926-29, 1930-33, 1934-36, and 1926-36

.
annual

averages; comment and table 34 71-73
1926-36. Ratio of sales to inventory, each vear and average of
annual ratios 1926-29, 1930-33, 1934-36," 1926-36; comment
and table 34 . 89-90

1926-36. Ratio of sales to receivables each year and average of
annual ratios 1926-29, 1930-33, 1934-36, 1926-36; comment
and table 46 90-9

1

Working capital turn-over ratio:
1926-36. Ratio of sales to current assets, each year and 1926-29,

1930-33, 1934-36, 1926-36, annual averages; comment and
table 42 . 87

MACHINE TOOL INDUSTRY:
Accounting systems and periods:

1926-36. Cash, accrual, not specified; calendar or fiscal year:
number and percent of companies, 1926, 1931, 1936; table 7-9,
appendix F 298

Accounts payable td current liabilities ratio:
1926-36. Frequencv distribution of companies, 1926-36, 1930-

36; tables 63-64, appendix F ._•.-._ 355-356
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MACHINE' TOOL INDUSTRY—Continued. Page
Asset size and failures:

1926-36. Frequency distribution of companies by date of
incorporation; table lOE, appendix F 30.3

Cash and receivables to current liabilities ratio:
1925-36. Frequency distribution of companies, 1925-36, 1930-36;

tables 59-60, appendix F 351-352
Cash and receivables to current liabilities ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Cash to total assets ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, which see.

Cash to total assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, lohich see.

Current assets to current liabilities ratio:
1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 57-58, appendix F 349-350
Current assets to total assets ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-36;
tables 43-44, appendix F 343-344

Depreciation and depletion ratio to sales:
1926-36. Frequency distribution of companies, 1926-36, 1930-36;

tables 33-34, appendix F 332
Dividend disbursements:

1926-36. Amounts and percent of income available for dividends

;

table 24, appendix F 329
Economic income before interest and income taxes to total invest-
ment in enterprise ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Economic income (or loss) ratio to capital stock:
1926-36. By size of ratio and by area, number, and percent of

companies; table 17E, appendix F 322-323
1926-36. By size of ratio and by asset size, number and percent

of companies; table 16E, appendix F 312-313
Economic income to tangible net worth ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Failures

:

1926-36. Percentage of firms in 1926 sample surviving in each of

years 1927-36; comment and chart 1 12

1930-36. Percentage of firms in 1930 sample surviving in each
of years 1931-36; comment and chart 2 13

Fixed capital ratio:

1925-36. Frequency distribution of ratio -of capital stock to

surplus; comment and table 53 1 105-110
1925-36. Size of ratio of funded debt to capital stock; comment
and table 54 - . 110-113

Funded debt to net capital assets (including land) ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 67-68, appendix F 359-360

Geographical and asset size distribution:

1926-36. By original 1926 sample, supplementary 1930 sample,

identical 1926-36 and 1930-36 samples and number-of-years-

before-failure groups ; table 6E, appendix F 295-297

Income statement and balance sheet:
' 1925-36. Selected items showing frequencies and aggregate

amounts-; tabl^ IE, appendix F 223-22/

1927-36. Selected items for a sample of corporations failing

during period, showing frequencies and aggregate amounts, by
number of years before failure; table 5E, appendix F 273-277

1929-36. Selected items showing frequencies and aggregate

amounts by years, table 3E, appendix F 248-252

Inventories and total sales:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.
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MACHINE TOOL INDUSTRY—Continued. Page

Inventories-to current assets ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36, tables 51-52, appendix F 345-346
Net capital assets (including land) to total investment ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36, tables 65-66, appendix F 357-358
Net worth to total debt ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Notes payable to current liabilities ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Profit ratio:

1926-36.. Frequency distribution of ratio of net income to capital

stock; comment and table 18 38-42
Rent to sales ratio:

1926-36. Frequencj' distribution of companies by size of net
sales; table 41E, appendix F '_ 341-342

Repairs to- sales ratio

:

1926-36. Frequency distribution of companies, 1926-36, 1930-
36; tables 29-30, appendix F 330-331

Sales and investment trends:
1926-36. Included in break-down under Small Manufacturing

Corporations, which see.

Sales to current assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to inventory ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to inventory ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to net capital assets ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, which see.

Sales to total receivables ratio:
1926-36. Included in break-down under Small Manufacturing

• Corporations; which see.

Sales to working capital ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, ivhich see.

Source and Disposal Statement:
1935-37. Composite statement of 79 manufacturers of industrial

machinery, tools, parts, and equipment, amount and percent
disposal and source; comment and table 65 134-136, 139-140

valuing inventories methods:
1926-36. Lower of cost or market, cost, other; number and per-

cent of companies, 1926, 1931, 1936; table 7-9, appendix F 298
Uorknig capital ratio:

1925-36. Frequency distribution of current ratio each vear;
comment and table 41 .___'. 83-86

Working capital r^tio (failures)

:

1927-36. Included in break-down under Small Manufacturing
C orporations, which see.

Working capital to total assets ratio (failures):
1927-36. Included in break-down under Small Manufactu'-ing

Corporations, which see.

Working capital to total capital ratio:
1925-36. P>equency distribution of companies, 1925-36, 1930-

36; tables 55-56, appendix F^ 347-348MACHINERY INDUSTRY: Standard Statistics Co. composite" of 400
corporations includes analyses. See Standard Statistics Co.
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Page
MP]DICIXES, DRUGS: Standard Statistics Co. composite of 400 cor-
porations includes analyses. See Standard Statistics Co

METALS INDUSTRY:
Assets

:

1926-36. Percentage of total manufacturing corporation assets
held b}' industry, by periods 1926-29, 1930-33, 1934-36; com-
ment and table 9 22-23

Dividend ratio:

1926-36. Ratio of cash dividends paid to compiled net profit
(after Federal tax), income companies only, 1926-36 each year
and 1926-29, 1930-33, 1934-36, 1926-36 periods; comment
and table 19 43-44

1926-36. Ratio of cash dividends paid to net worth each year
and 1926-29, 1930-33, 1934-36, 1926-36 periods, annual
averages ; comment and table 22 45-46

Fixed capital ratio:

1926-36. Net worth to total debt, surplus to net worth, current
debt to total debt, each year and average of annual ratios 1926-
29, 1930-33, 1934-36, 1926-36; comment and table 49 95-98

Fixed capital uses ratio:

1926-36. Ratio of capital assets to invested capital, each year
and average of annual ratios 1926-29, 1930-33, 1933-36, 1926-
36; comment and table 56, 1 14-1 15

1926-36. Ratio of current assets to total capital, each year and
average of annual ratios 1926-29, 1930-33, 1934-36, 1926-36;
comment and table 58 115-116

Profit ratio:

1926-36. Ratio of compiled net profit (after tax) to net worth;
comment and table 8 21-22

1931-36. Ratio of compiled net profit, plus interest plus officers'

compensation to total assets, classified by asset size, income
and no-income companies, 1931-33, 1934-36 periods; comment
and table 16 34-36

1931-36. Ratio of compiled net profit to net worth, by asset size,

incoi:^ie, no-income and all companies, 193.1-33, 1934-36 periods;
comment and table 11 27-28

Standard Statistics Co. composite of 400 corporations includes analysis.

See Standard Statistics Co.
Working capital ratio:

1926-36. Average of annual current ratio and current assets

turn-over, table . 88
1926-36. Current ratio each year and 1926-29, 1930-33, 1934-36,

1926-36 annual averages; comment and table 32 68-70
1926-36. Ratio of inventory to receivables each year and aver-

age of annual ratios 1926-29, 1930-33, 1934-36,^1926-36; com-
ment and table 47 91-92

1926-36. Ratio of net working capital to capital assets each year
and 1926-29, 1930-33, 1934-36 and 1926-36 annual averages;
comment and table 44 71-73

1926-36. Ratio of sales to inventory, each vear and average of

annual ratios 1926-29. 1930-33, 1934-36, 1926-36; comment
and table 34 89-90

1926-36. Ratio of sales to receivables, each year and average of

annual ratios 1926-29, 1930-33, 1934-36, 1926-36; comment
and table 46 i - - 90-91

Working capital turn-over ratio:

1926-36. Ratio of sales to current assets, each year and 1926-29,
1930-33, 1934r^{& and 1926-36 annual averages; comment
andtable42 .--' 87

MITCHELL, WESLEY C: Introduction to R. C. Epstein's Industrial

profits; cited (n.)__ 17, 31

NATIONAL BUREAU OF ECONOMIC RESEARCH:
Epstein, Ralph C:

Industrial profits in the United States (1934) ; cited (n.) 17, 28
Summary of conclusions 1— -^-- 29-32

Paton, W. C: Corporate profits as shown by audit reports; cited 29
Summary of conclusions 32-33
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NET WORTH: Defined ^ 96

NET WORTH TO TOTAL DEBT RATIO. See Fixed Capital Sources.

OIL PRODUCING AND REFINING: Standard Statistics Co. com-

posite of 400 corporations includes analyses. See Standard Statistics

Co.
OIL REFINERIES:

Source and disposal of funds:

1935-37. Composite statement of 17 largest oil refiners, amount
and percent disposal and source: comment and table 62 128-130,

139-140

PAPER AND PAPER PRODUCTS: Standard Statistics Co. composite of

400 corporations includes analyses. «See Standard Statistics Co.

PATON, W. C:
Corporate profits as shown by audit reports; cited 29

Summary of conclusions 32-33
PETERSON, GEORGE M., joint author. See Ebersole, J. F.

PLANT EXPANSION POLICIES 119-121

PROFIT RATIO:
Definition (Standard Statistics) 36

Ratio of compiled net profit (or loss) to net worth for manufacturing
companies, by asset-size classes, 1931-36 average; comment and
chart 3 23-24

Ratio to net worth, calculation of 20
Small manufacturing corporations ; comment and tables 38-42

1924, 1928. Earnings rates, 2,046 manufacturing corporations, by
capital classes, number of corporations, percent income to capitali-

zation, percent profits to total capital; comment and table 12 30-31
1926-36. Frequency distribution of ratio of net income to capital

stock by selected industries (bakeries, men's clothing, furniture,

stone and clay, machine tools) ; sample of small manufacturing in-

dustries; comment and table 18 38-42
1926-36. Ratio of compiled net profit (after tax) to net worth, for

total manufacturing and five industrial subgroups (food, textiles,

lumber, stone, metals) ; comment and table 8 2 1-22
1927-36. Percentage return on assets by asset size; Paton's sample

1927-29, and Statistics of income universe 1931-36; comment and
table 14 32-33

1927-38. Frequency distribution of profit ratio. Standard Statis-

tics composite of 400 large companies; comment and table 17 36-38
1931-36. Ratio of compiled net profit plus interest plus officers'

compensation to total assets for five manufacturing subgroups
(food, textiles, lumber, stone, metals), classified by asset size, in-

come and no-income companies, 1931-33, 1934-36 periods; com-
ment and table 16 34-36

1931-36. Ratio of compiled net profit plus interest plus officers'

compensation to total asset.?, for total manufacturing, classified by
asset size income and no-income companies, 1931-33, 1934-36
periods; comment and table 15 33-34

1931-36. Ratio of compiled net profit plus interest' to total assets,
for total manufacturing classified by asset size, income, and no-
income companies, 1931-33, 1934-36 periods; comment and table
13 31-32

1931-36. Ratio of compiled net profit to net worth for five manufac-
turing subgroups (food, textiles, lumber, stone, metals) classified

by asset size, income and no-income companies, 1931-33, 1934-36;
comment and table 11 27-28

1932, 1936. Comparison of profit rate with relative proportion of
income and no-income manufacturing companies, by asset size
classes, 1932 and 1936; comment and chart 4 24-26

1936. Ratio of compiled net profit after tax to net worth for total
manufacturing; income reporting companies, ail companies, by
asset size classes; table 10 27

PROFITABILITY: Characteristics summarized: Extremes, stability,
size of concern, .stockholders' share 17-19

RAILROAD EQUIPMENT: Standard Statistics Co. composite "of 400
corpofations includes analyses. See Standard Statistics Co.
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SECURITIES (MISCELLANEOUS): Standard Statistics Co. com-
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Co.
SECURITIES AND EXCHANGE COMMISSION: Development of

Securities and Exchange Commission data: Source and disposal of

corporate funds 196-198
SECURITIES AND EXCHANGE COMMISSION REGISTRANTS:

Survey of American list corporations, analysis of data 14-16
SHIPPING AND SHIPBUILDING: Standard Statistics Co. composite of

400 corporations includes analyses. See Standard Statistics Co.
SHOES (LEATHER) INDUSTRY: Standard Statistics Co. composite of

400 corporations includes analyses. See Standard Statistics Co.
SMALL MANUFACTURING CORPORATIONS:

1926, 1930. Industrial, geographical and asset size composition, by
number of companies ; comment and tables 5-6 9-11

Accounting systems and periods: '

1926-36. Cash, accrual, not specified; calendar or fiscal year;

number and percent of companies (bakeries, men's clothing,

furniture, stone and clay products, machine tools), 1926, 1931,

1936; table 7-9, appendix F-- 298
Accounts payable to current liabilities ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 63-64, appendix F 355-356
. Asset size and failures:

1926-36. Frequency distribution of companies by date of incor-

poration (bakeries, men's clothing, furniture, stone and clay

products, machine tools); tables lOA-lOE, "appendix F 299-303
Cash and receivables to current liabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 59-60, appendix F -.__^ 351-352
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Cash and receivables to current liabilities ratio (failures)

:

1927-36. Frequency distribution of companies by ratio of cash

and receivables to current liabilities, classified by number of

firms showing years before failure (baking, men's clothing,

furniture, stone and clay products, machine tools), between

1927 and 1936; table 120, appendix F 395-396

Cash to total assets ratio:

1926-36. Number and percent of firms showing ratio of cash

to total assets, classified by size of dividends, 1926-36, 1930-36

(baking, men's clothing, furniture, stone and clay products,

machine tools); tables 99A-99E, lOOA-lOOE, appendix F._^ 376-389

Cash to total assets ratio (failures)

:

1927-36. Frequency distribution of companies by ratio of cash

to total assets, classified by number of firms showiiig years

before failure (baking, furniture, men's clothing, stone and clay

products, machine tools), between 1927 and 1936; table 122,

appendix F 397-398

Current assets to current Tiabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 57-58, appendix F 349-350

Current assets to total assets ratio:

1925-36. Frequencv distribution of companies, 192.5-36, 1930-

36; taWes 43-44, appendix F 343-344

Depreciation and depletion ratio to sales:

1926-36. Frequencv distribution of companies, 1926-36, 1930-

36; tables 33-34, appendix F 332
Dividend disbursements:

1926-36. Amounts and. percent of income available for divi-

dends, by groupxs of industries; table 24, appendix F 324-329
Dividends:

1926-36. See above Cash to total assets ratio.

Economic income before interest and income taxes to total investment
in enterprise ratio

:

1926-36. Frequency distribution of companies (baking, men's
clothing, furniture, stone and clav products, machine tools),

1926-36, 1930-36; tables 75-76, appendix F 364-365
Economic income (or loss) ratio to capital stock:

1926-36. By size of ratio and by asset size; by size of ratio and
by area; number and percent of companies (baking, men's
clothing, furniture, stone and clav products, machine tools)

;

tables 16A-E, 17A-E, appendix F^ 304-323
Economic income to tangible lief worth ratio:

1926-36. Frequency distribution of companies (bakeries, men's
clothing, furniture, stone and clay, machine tools), 1926-36,
1930-36; tables 73-74, appendix F 361-363

Failures:
1925-36. Frequency distribution of ratio of capital stock to

surplus; number and percent of failures and survivors; comment
and table 53 106-110

1925-36. Number and percent in corporations with funded
and no funded debt ; comment and table 54 1 10-1 13

1925-36. Number of failures and survivors each year, by
current ratio frequency distribution; table 41 84-85

1926-36. Percentage of firms in 1926 sample of 939 surviving
in each of years 1927-36, by five industries (1926=100); com-
ment and chart 1- 12

1930-36. Percentage of firms in 1930 sample of 262 surviving
in each of years 1931-36 by 5 industries (1930=100); comment
and chart 2 13

Fixed capital sources analysis; comment and tables 105-113
Funded debt to net capital assets (including land) ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-
36; tables 67-68, appendix F 359-360

Geographical and asset size distribution:
1926-36, By original 1926 sample, supplementary 1930 sample,

identical 1926-36 and 1930-36 samples and number-of-years-
before-failure groups; tables 6A-6E, appendix F 278-297
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Income statement and balance sheet:
1925-36. Selected ~ items showing frequencies and aggregate
amounts by years (bakeries, men's clothing, furniture, stone and
clay products, machine tools); tables lA-lE, appendix F 204-227

1927-36. Selected items for a sample of corporations failing
during period, showing frequencies and aggregate amounts, by
number of years before failure; tables 5A-5E, appendix F__ 253-277

1929-36. Selected items showing frequencies and aggregate
amounts by years (bakeries, men's clothing, furniture, stone
and clay, machine tools); tables 3A-3E, appendix F 228-252

Inventories and total sales

:

1926-36. Book value of inventories and total sales classified by
methods of valuing inventories; cost or market, cost, unspeci-
fied (baking, men's clothing, furniture, stone and clay prod-
ucts, machine tools) 1926-36, 1930-36; tables 125A-125E, ap-
pendix F ^ 402-416

Inventories to current assets ratio

:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 51-52, appendix F 345-346

Investment trends. See below Sales and investment trends.
Net capital assets (including land) to total investment ratio

:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 65-66, appendix F 357-358

Net worth to total debt ratio:

1926-36. Frequency distribution of companies (bakeries, men's
clothing, furniture, stone and clay products, machine tools),

1926-36,1930-36; tables 79-80, appendix F 366-367
Notes payable to current liabilities ratio:

1926-36. Frequency distribution of coinpanies, 1926-36, 1930-
36; tables 61-62, appendix F 353-354

Procedure followed in study of §mall manufacturing corporations.- 183-195
Profitability ; comment 38-42
Rent to sales ratio:

1926-36. Frequency distribution of companies by size of net
sales; tables 41A-4 IE, appendix F 334-342

Repairs to sales ratio

:

1926-36. Frequency distribution of companies, 1926-36, 1930-
36, by industry subgroups; tables 29-30, appendix F 330-331

Sales and investment trends:
1926-36. Frequency distribution of companies by trends in total

investment and in sales (baking, men's- clothing, furniture,

stone and clay products, machine tools), 1926-29, 1930-33,
1933-36 periods; table 116, appendix F 390-393

Sales to current assets ratio (failures)

:

1927-36. Frequency distribution of companies by sales to cur-

rent assets ratio, classified by number of years before failure

(baking, men's clothing, furniture, stone and clay products,

machine tools) between 1927 and 1936; table 124, appendix F. 400-401
Sales to inventory ratio:

1926-36. Frequency distribution of companies (bakeries, men's
clothing, furniture, stone and clay products, machine tools),

1 926-36, 1 930-36 ; tables 89-90, appendix F 374-376
Sales to inventory ratio (faihires)

:

1927-36. Frequency distribution of companies by sales to in-

ventory ratio, classified by number of years before failure

(baking, men's clothing, furniture, stone and clay products,

machine tools) between. 1927 and 1936; table 123, appendix
F . _ 39^400

Sales to net capital assets (including land) ratio:

1926-36. Frequency distribution of companies (bakeries, men's
clothing, furniture, stone and clay products, machine tools),

1926-36, 1930-36; tables 83-84, appendix F 368-369
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Sales to total receivables ratio:

1926-36. Frequency distribution of companies (bakeries, men's
clothing, furniture, stone and clay products, machine tools),

1926-36, 1930-36; tables 87-88, appendix F . 372-373

Sales to working capital ratio:

1926-36. Frequency distribution of companies (bakeries, men's
clothing, furniture, stone and clay products, machine tools),

1926-36, 1930-36; tables 85-86, appendix F 370-371

Sample study, analysis ot study 8-14
Sources, disposal, inventory:

1935, 1936. Comparison with large manufacturing corporations

(bakeries, men's clothing, stone-clay, machine-tool compa-
nies) 169-171

Statistical tables for reference use 199-416
Valuing inventories methods:

1926-36 Lower of cost or market, cost, other; number and per-

cent of companies (bakeries, men's clothing, furniture, stone
and clay products, machine tools); 1926, 1931, 1936; table
7-9, appendix F . 298

Working capital ratio:

Comment and table 83-86
Quantitative and qualitative aspects, average of annual current

ratio and current assets turn-over, by industry, 1926-36; table. 88
Working capital ratio (failures)

:

1927-36. Frequency distribution of companies by current ratio

classified by number of firms showing years before failure

(baking, men's clothing, furniture, . stone and clay products,

machine tools), between 1927 and 1936; table 117, appendix F.394-395
Working capital to total assets ratio (failures)

:

1927-36. Frequency distribution of companies by ratio of

working capital to total assets, classified by number of firms

showing years before failure (baking, furniture, men's cloth-

ing, stone an'd clay products, machine tools), between 1927
and 1936; table 121, appendix F_ 396-397

Working capital to total capital ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 55-56, appendix F 347-348

SOURCE AND DISPOSAL STATEMENT:
Bakeries (8)

:

1935-37. Amount and percent disposal and source, 8 large
bakers; comment and table 64 132-134, 139-140

Bakeries (27)

:

1931-36. Amount and percent disposal and source statement;
table 73 and analysis .-.- 149,163

Bakeries (81):

1927-36. Amount and percent disposal and source statement;
table 72 and analysis ' 147-148, 162-163

Brick manufacturers (9)

:

1935-37. Amount and percent disposal and source, 9 manufac-
turers of brick and clay products; comment and table 66. 136-138, 139

Clothing manufacturers (16):
1936-37. Amount and percent disposal and source statement;
comment and table ^7 _-«.. 138-139, 140

Clothing, men's (27 small)

:

1927-36. Amount and percent disposal and source statement;
table 74 and analysis 150-151, 163-164

1931-36. Amount and percent disposal and source statement;
table 75 and analysis , 152, 164-165'

Derivation of 1 ^ 125-127
Furniture corporations (28, small):

1931-36. Amount and percent disposal and source statement;
table 77 and analysis 155, 165-166

Furniture corporations (66, small):
192'7-36. Amount ai;id percfent disposal and source statement;

table 76 and analysis 153-154, 165
Limitations of data. _

'- 123-125
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Machine-tool norporations (23> small):
1931-33. Amount and percent disposal and source; table 81 and

analysis 161,168-169
Machme-tool corporations (79):

1935-37. Amount and percent disposal and source, 79 manu-
facturers of industrial machinery, tools, parts, and equipment:
comment and table 65 ,_ 134-136, 13^140

Machine-tool corporations (118, small):
1927-36. Amount and percent disposal and source; table 80 and

^., «^"^^y^'^r - 159-160, 167-168
Oil refiners (17):

1935-37. Amount and percent disposal and source, 17 largest
refiners; comment and table 63 131-132,139-140

Securities and Exchange Commission data, development of.. ' 196-198
Steel producers (12):

1935-38. Twelve largest steel producers with assets over $100,'-

000,000 based on Securities and Exchange Commission census
of American listed corporations; amount and percent disposal
and source; comment and table 62 128-130, 13^140

Stone and clay cgrporations (30, small):
1931-36. Amount and percent disposal and source statement;

table 79 and analysis 158, 167
Stone and clay corporations (70, small):

1927-36. Amount and percent disposal and source statement;
table 78 and analysis 156-167, 166

STANDARD STATISTICS CO.:
Companies included in company's composite of financial statement

as of Dec. 31,1938 178-181
Composite of 400 corporations:

Current ratio, table 36 74
Disbursement and liquidity ratios, table 31 60-65
Dividend analyses, tables 2'4-28, 30 49-58
Inventory analysis, table 48 -..__ 93

Description of items used in sample of 400 corporations 182
Net worth, liabilities, common stock, assets analyses, tables 61, 52,
55,60 102-118

Publications complementing statistics of income published by United
States Bureau of Internal Revenue _ 6-8

Standard trade and securities—Composite of financial statements
(vol. 93, No. 16, Aug. 25, 1939, sec. 2); cited 6

Standard trade and securities, standard earnings bulletin (vol. 62,
No. 18; vol. 65, No. 21; vol. 73, No. 6 (1931-34)) ; cited (n.) 5

Working capital analyses, tables 38-40 76-82
STATISTICS OF INCOME. See Bureau of Internal Revenue.
STEEL AND IRON INDUSTRY: Standard Statistics Co. composite

of 400 corporations includes analyses. See Standard Statistics Co.
STEEL INDUSTRY:

Source and disposal of funds:
1935-39. Composite staterQent, 12 largest producers, amount
and percent disposal and source; comment and table 62 128-130,

139-140
STONE AND CLAY PRODUCTS:

Accounting systems and periods:
1926-36. Cash, accrual, not specified; calendar or fiscal year;
number and percent of companies, 1926, 1931, 1936; table 7-9,
appendix F 298

Accounts payable to current liabilities ratio:
1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 63-64, appendix F - 355-356
Assets:

1926-36. Percentage of total manufacturing corporation assets
held by industry, by periods 1926-29, 1930-33, 1934-36; com-
ment and table 9_ 22-23

Asset size and failures:
1926-36. Frequency distribution of companies by date of

incorporation; table lOD, appendix F _ 302
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Cash and receivables to current liabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 59-60, appendix F 351-352
Cash and receivables to current liabilities ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Cash to total assets, ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Cash to total assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Current assets to current liabilities ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 57-58, appendix F 349-350

Current assets to total assets ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 43-44, appendix F 343-344

Depreciation and depletion ratio to sales:

1926-36. Frequencv distribution of companies, 1926-36, 1930-
36; tables 33-34, appendix F 332

Dividend disbursements:

I-
1926-36. Amountsandpercentof income available for dividends;

,. table 24, appendix F 327-328
"(Dividend ratio:

1926-36. Ratio of cash dividends paid to compiled net profit

(after Federal tax), income companies only; comment and
table 19 43-44

1926-36. Ratio of cash dividends paid to net worth each year
and 1926-29, 1930-33, 1934-36, 1926-36 periods, annual
averages ; comment and table 22 45-46

Econpmic income before interest and income taxes to total investment
in enterprise ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Economic income (or loss) ratio to capital stock:
1926-36. By size of ratio and by area, number and percent of
companies; table 17D, appendix F 320-321

1926-36. By size of ratio and by asset size, number and per-
cent of companies; table 16D, appendix F 310-311

Economic income to tangible net worth ratio:
1926-36. Included in break-down under Small Manufacturing

Corporations, which see.

Failures

:

> 1926-36. Percentage of firms in 1926 sample surviving in each of
years 1927-36; comment and chart 1 12

1930-36. Percentage of firms in 1930 sample surviving in each of
years 1931-36; comment and chart 2 13

Fixed capital ratio:

1925-36. Frequency distribution of ratio of capital stock to sur-
plus; comment and table 53 105-110

1925-36. Size of ratio of funded debt to capital stock; comment
and table 54 110-113

1926-36. Net worth to total debt, surplus to net worth, current
debt to total debt, each year and average of annual ratios 1926-
29, 1930-33, 1934-36, 1926-36; comment and table 49 95-98

Fiked capital uses ratio:
1926-36. Ratio of capital assets to invested capital, each year
and average of annual ratios 1926-29, 1930-33, 1934-36, 1926-
36; comment and table 56 114-115

1926-36. Ratio of current assets to total capital, each year and
average of annual ratios 1926-29, 1930-33, 1934-36, 1926-36;
comment and table 58 115-116

Funded debt to net capital assets (including land) ratio:
1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 67-68, appendix F 359-360
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Geographical and asset size distribution:
1926-36. By original 1926 sample, supplementary 1930 sample,

identical 1926-36 and 1930-36 samples, and number of years
before failure groups; table 6D, appendix F 290-291

Income statement and balance sheet:
1925-36. Selected items showing frequencies and aggregate
amounts; table ID, appendix F 218-222

1927-36. Selected items for a sample of corporations failing
during period, showing frequencies and aggregate amounts, by
number of years before failure; table 5D, appendix F 268-272

1929-36. Selected items showing frequencies and aggregate
amounts by years; table 3D, appendix F 243-247.

Inventories and total sales:
'^

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Inventories to current assets ratio:
1925-36. Frequency distribution of companies, 1925-36, 1930-

36; tables 51-52, appendix F 345-346
Net capital assets (including land) to total investment ratio:

1925-36. Frequency distribution of companies, 1925-36, 1930-
36; tables 65-66, appendix F. '.

. 357-358
Net worth t6 total debt ratio:

1926-36. Included in break-down under Small Manufacturing,
Corporations, which see.

Notes payable to current liabilities ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-
36; tables 61-62, appendix F 353-354

Profit ratio:

1926-36. Frequency distribution of ratio of net income to
capital stock; comment and table 18 38-42

1926-36. Ratio of compiled net profit (after tax) to net worth;
comment and table 8 .. 21-22 •

1931-36. Ratio of compiled net profit plus interest plus oflScers'

compensation to total assets, classified by asset size, income
and no-income companies, 1931-33, 1934-36 periods; comment
and table 16 . 34-36

1931-36. Ratio of compiled net profit to net worth, by asset
size, income, no-income and all companies, 1931-33, 1934-36
periods; comment and table 11 27-28

Rent to sales ratio:

1926-36. Frequency distribution of companies by size of net
sales; table 41D, appendix F --' 339-340

Repairs to sales ratio:

1926-36. Frequency distribution of companies, 1926-36, 1930-

36; tables 29-30, appendix F 330-331
Sales and investment trends:

1926-36. Included in break-down under Small Manufacturing
Corporatioij^, which see.

Sales to current assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to inventory ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to inventory ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to net capital assets ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to total receivables ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.

Sales to working capital ratio:

1926-36. Included in break-down under Small Manufacturing
Corporations, which see.
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Valuing inventories methods:
192&-36. Lower of cost or market, cost, other; number and per-

cent of companies, 1926, 1931, 1936; table 7-9, appendix F 298
Working capital ratio:

1925-36. Frequency distribution of current ratio each year;
comment and table 41 83-86

1926-36. Average of annual current ratio and current assets
turn-over; table 88

1926-36. Current ratio, each year and 1926-29, 1930-33, 1934-
36, 1926-36 annual averages; comment and table 32 68-70

1926-36. Ratio of inventory to receivables each year and aver-
age of annual ratios, 1926-29, 1930-33, 1934-36, 1926-36;
comment and table 47 91-92

1926-36. Ratio of net working capital to capital assets, each
year and 1926-29, 1930-33, 1934-36, and 1926-36 annual
averages; comment and table 34 71-73

1926-36. Ratio of sales to inventory, each year and average of

annual ratios 1926-29, 1930-33, 1934-36, 1926-36; comment
and table 44 89-90

1926-36. Ratio of sales to receivables, each year and average of
annual ratios 1926-29, 1930-33, 1934-36, 1926-36; comment
and table 46 90-91

Working capital ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

Working capital to total assets ratio (failures)

:

1927-36. Included in break-down under Small Manufacturing
Corporations, which see.

W -ting capital to total capital ratio:

1925-36. Frequency distribution of companies, 1925-36,
1930-36; tables 55-56, appendix F 347-348

Working capital turn-over ratio:
1926-36. Ratio of sales to current assets, each year and 1926-29,
1930-33, 1934-36 and 1926-36 annual averages; comment and

table42 _._ 87
SUGAR PRODUCING AND REFINING:

Standard Statistics Co. composite of 400 corporations includes analyses.
See Standard Statistics Co.

SURPLUS TO NET WORTH RATIO. See Fixed Capital Sources.
TEXTILE AND APPAREL: Standard Statistics Co. composite of 400

corporations includes analyses. See Standard Statistics Co.
TEXTILES INDUSTRY:

Assets:
1926-36. Percentage of total manufacturing corporation assets

held by industry, by periods, 1926-29, 1930-33, 1934-36; com-
ment and table 9 _ _ 22-23

Dividend ratio:

1926-36. Ratio of cash dividends paid to compiled net profit
(after Federal tax), income companies only; comment and
table 19 x 43-44

1926-36. Ratio of cash dividends paid to net worth 192'6^3'6'each
year and 1926-29, 1930-33, 1934-36, 1926-36, periods annual
averages; comment and table 22 __ 45-46

Fixed capital ratio

:

~
"

1926-36. Net worth to total debt surplus to net worth, current
debt to total debt, each year and average of annual ratios
1926-29, 1930-33, 1934-36, 1926-36; comment and table 49-.-. 95-98

1926-36. Ratio of capital assets to invested capital, each year
and average of annual ratios 1926-29, 1930-33, 1934-36,
1926-36; comment and table 56 114-115

Fixed capital uses ratio:

1926-36. Ratio of current assets to total capital, each year and
average of annual ratios 1926-29, 1930-33, 1934-36, 192&-36;
comment and table 58 ,___ 11 5-11 a
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TEXTILES 'INDUSTRY—Continued. PUge

Profit ratio:

1926-36. Ratio of compiled net profit (after tax), to net worth;
comment and table 8 21-22

1931-36. Ratio of compiled net profit plus interest plus officers'
compensation to total assets, classified by asset size, income
and no-income companies, 1931-33, 1934-36 periods; comment
and table 16 34—36

1931-36. Ratio of compiled net profit to net worth, by asset
size, income, no-income and all companies, 1931-33. 1934-36
periods; comment and table 11 27-28

Working capital ratio

:

1926-36. Average of annual current ratio and current assets
turn-over ; table gg

1926-36. Current ratio, each year and 1926^29, 193b-3'3^
1934-36, 1926-36 annual averages; comment and table 32 68-70

1926-36. Ratio of inventory to receivables each vear and
average of annual ratios 1926-29, 1930-33, 1934-36,' 1926-36;
comment and table 47 91-92

1926-36. Ratio of net working capital to capital assets, each
year and 1926-29, 1930-33, 1934-36 and 1926-36 annual
averages; comment and table 34 71-73

1926-36.' Ratio of sales to inventory, each year and average of
annual ratios 1926-29, 1930-33, 1934-36, 1926-36; comment
and table 44 89-90

1926-36. Ratio of sales to receivables each year and average of
annual ratios 1926-29, 1930-33, 1934-36, 1926-36; comment
and table 46 l_.. 90-91

Working capital turn-over ratio:
1926-36. Ratio of sales to current assets, each year and 1926-29

1930-33, 1934-36, 1926-36 annual averages; comment and
table 42 87

THORP, WILLARD L.: Letter of transmittal for Temporary National
Economic Committee Monograph No. 16, "Financial Characteristics
of American Manufacturing Corporations."

TOBACCO INDUSTRY: Question as to classification with trade or
manufacturing (n.) 77

TOBACCO PRODUCTS: Standard Statistics Co. composite of 400
corporations includes analyses. See Standard Statistics Co.

TOTAL MANUFACTURING:
Assets. See Assets.

Subgroups analyses: See Food Industry, Textiles Industry, Lumber
Industry, Stone and Cl,ay Products, Metals Industry.

Working capital ratio. See Working Capital Ratio.

TURN-OVER: Defined 86
UNDISTRIBUTED-PROFITS TAX:

Dividend payments and, comment 63, 64
Plant-expansion policies and 119

VALUATION ACCOUNTING 1^

WORKING CAPITAL: Defined 67
Quantitative measures of its magnitude; comment and tables 67-86

WORKING CAPITAL RATIO:
Small manufacturing compan ies ; comment 83-86

1925-36. Frequency distribution of current ratio by selected

industries (bakeries, men's clothing, furniture, stone and clay,

machine tools), failures and survivors each year; comment and
table 41 S3-86

Standard Statistics Co. composite:
1927-38. Current ratio for Standard Statistics' composite of

400 corporations by 28 named industries and by periods 1927-

29, 1930-33, 1934-38 and 1927-38; comment and table 36 73-75
1927-38. Frequency distribution of current ratio, Stan(;iard

Statistics' composite of 400 corporations; comment and
table 37 75*

1927-38. Ratio of inventory to receivables for Standard Statis-

tics' composite of 400 corporations, by 28 named industries,

and by periods 1927-29, 1930-33, 1934-38, 1927-38; coifflnent

and table 48 ..__. 92-94
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WORKING CAPITAL RATIO—Continued.

Standard Statistics Co. composite—Continued. ^'aga

1927-38. Ratio of net working capital to net property account

for Standard Statistics' composite of 399 corporations by 28

named industries, 1927-29, 1930-33, 1934-38, 1927-38; com-

ment and table 38 '- 75-76

1927-38. Ratio of notes payable to notes and accounts payable

for Standard Statistics' composite of 400 corporations, by 28

named industries, 1927-29, 1930-33, 1934-38, 1927-38; com-
ment and table 40 82-83

1927-38. Standard Statistics' composite of 400 companies classi-

fied by size of ratio of notes payable to notes and accounts

payable, by 28 named industries; comment and table 39 77-82

Total manufacturing:
1926-36. Average of annual current ratio and current assets

turn-over total manufacturing and five subgroups (foods, tex-

tiles, lumber, stone-clay, metals) ; table - - 88
1926-36. Comparison of current assets to current liabilities with

working capital to fixed assets; comment and table 72-73-

1926-36. Current ratio and current assets turn-over by asset

size class ; comment and table 89'

1926-36. Current ratio and current assets turn-over each year;

comment and table 8S
1926-36. Current ratio for total manufacturing and five sub-

groups (foods, textiles, lumber, stone-clay, metals), each year
1926-29, 1930-33, 1934-36, 1926-36 annual averages; com-
ment and table 32 - 68-7a

1926-36. Ratio of inventory to receivables for total njanufac-

turing and five subgroups (foods, textiles, lumber, stone,

metals), each year and average of annual ratios 1926-29,
1930-33, 1934-36, 1926-36; comment and table 47 91-92

1926-36. Ratio of net working capital to capital assets for total

rnanufacturing and five subgroups (foods, textiles, lumber,
stone-clay, metals), each year and 1926-29, 1930-33, 1934-36,
1926-36 annual av^ages; comment and table 34 71-73

1926-36. Ratio of sales to inventory for total manufacturing
and five subgroups (foods, textiles, lumber, stone, metals),
each year and average of annual ratios 1926-29, 1930-33, 1934-
36, 1926-36; comment and table 44 89-90

1926-36. Ratio of sales, to receivables for total manufacturing
and five subgroups (foods, textiles", lumber, stone, metals) , each
year and average of annual ratios 1926^29, 1930-33, 1934-36,
1926-36 ; comment and table 46 90-91

1931-36. Current ratio for total manufacturing classified by
asset size, each year and 1931-33, 1934-36, 1931-36 annual
averages; comment and table 33 70

1931-36. Ratio of net working capital to capital assets for
total manufacturing classified by asset size, each year and
1931-33, 1934-36, 1931-36 annual averages; comment and
table 35 71-73

1931-36. Ratio of sales to inventorjt for total manufacturing
classified by asset size; comment and table 45 89-90

WORKING CAPITAL TURN-OVER RATIO:
1926-36. Ratio of sales to current assets for total manufacturing and

five subgroups (foods, textiles, lumber, stonerclay, metals), each
year and 1926-29, 1930-33, 1934-36, 192&-36 annual averages;
comment and table 42 87

1931-36. Ratio of sales to current assets for total manufacturing,
classified by asset size, each year and 1931-33, 1934-36, 1931-36
averages of annual ratios; comment and table 43 87-88

o





BOSTON PUBLIC LIBRARY

illlllllli

3 9999 06351 917 5



/




