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AUTHOR'S PREFACE 

THE data uP,\" which this study mainly rests have been 
published by the Department of Commerce under' the title 
Source-Book for the Study of Industrial Profits, by the 
author in ,l=ollaboration with Florence M. Clark. As pointed 
out in the Source-Book and at various places in the present 
volume, the data are statistical samples and as such are 
subject to certain qualifications. These qualifications are 
discussed in Chapter 43, which should be consulted by 
criticai readers 'who wish to examine the statistical bases 
for many of the conclusions presented in earlier chapters. 
Attention is called also to the Glossary. 

It is not possible here to name all of the persons con
sulted in connection with the statistical, accounting and 
other problems encountered in the preparation of both this 
volume and the basic tables on which it rests. I do wish, 
however, to make .mention of the generosity of Professor. 
William L. Crum, Mr. George O. May, former Secretary 
of Commerce Robert P. Lamont, Dr. Julius Klein, Mr. 
Arch W. Shaw, Dr. Frank M. Surface and Professor Roy 
B. Kester in having given valuable aid on numerous occa
sions. Less directly, but also very kindly, the following 
persons have helped in either the collection or interpretation 
of the materials: Mr. W. T. Sherwood, Mr. Edward White, 
Mrs. S. B. Blandy, Professor J. Franklin Ebersole, Mr. 
George B. Roberts, Mr. Carl Snyder and Mr. Lawrence H. 
Sloan. I am indebted to Professors Frank H. Knight, 
Charles S. Tippetts, Shaw Livermore and Mrs. John D. 
Sumner for criticism of the manuscript (to Mrs. Sumner 
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for valuable statistical assistance also), as well as to mem-
o bers of tbe staff and tbe Board of Directors of tbe National 
Bureau of Economic Research. 

The faith of Edwin F. Gay and Wesley C. Mitchell in 
tbe ultimate outcome of what at even an early stage was 
seen to be a difficult and somewhat hazardous undertaking, 
and tbeir constant support, are largely responsible for the 
study's completion. 

Finally Mrs. Alice W_ Herbst and Mrs. Vorna J. Marple 
are due thanks for their efficient services in helping to pre
pare tbe manuscript for press. The debt to Miss Clark 
throughout the entire course of the investigation is evident 
from the tide page. 

R. C. E. 
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THE PROBLEM OF MEASURING PROFITS 

A Preliminary Note by Wesley C. Mitchell 1 

THIS book is one of the series which has resulted from the 
cooperation of the Committee on Recent Economic Changes 
and the National Bureau of Economic Research. The pub
lication of the two volumes on Recent Economic Changes 
carried the study of a major business cycle through its up
ward phase. This report provided a point of departure for 
the investigation of the complex and remarkable economic 
processes which the next phase, the ensuing depression, 
revealed. The opportunity thus afforded and the urgent 
need to interpret the phenomena of the depression decided 
the Committee to continue its explorations. It wished to 
examine, against the background of the research presented 
in Recent Economic Changes, the perplexing inter-acting 
factors of the depression itself, and to develop a rationale 
for the comprehension and appraisal of these factors. The 
comparative aspects of the situation, the contrast of post
War and pre-War changes, were illuminated by F. C. Mills 
in Economic Tendencies in the United States. In Strategic 
Factors in Business Cycles J. M. Clark provided an,analysis 
of the broad relationships of the various causal factors. The 
present study is directed to the dynamic factor the varia-

1 Three Director. of the National Bureau, Messrs. George O. May, George 
E. Roberts and Malcolm C. Ratty have given generous help to the writer 
of this note. He is heavily indebted al90 to Professors Ralph C. Epstein, 
Frederick C. Mills and Horace Secrist as well 88 to Mr. Solomon Fabricant. 

[3] 



[4] INDUSTRIAL PROFITS 

tions of which dominate the direction and extent of business 
enterprise, viz., profits. 

Like other studies in the series, this one was made pos
sible through funds contributed by the Rockefeller Founda
tion, the Economic Club of Chicago, the Carnegie Corpora
tion and a group of socially-minded citizens. To these and 
specifically to the members of the Committee on Recent 
Economic Changes: Arch W. Shaw, Chairman; Renick W. 
Dunlap; William Green; Julius Klein; John S. Lawrence; 
Dr. Max Mason; Honorable A. C. Miller; Lewis E. Pier
son; John J. Raskob; Samuel W: Reyburn; Louis J. Taber; 
Daniel Willard; Clarence M. Woolley; Owen D. Young; 
E. E. Hunt, Secretary; grateful appreciation is expressed. 

!lusiness profits are one of the hardest kinds of income 
..to measure. Any business enterprise should be able to state 
accurateTytlie sums that it has paid out in the course of a 
year as wages, interest and rents; it should be able to state 
also what income it has paid out to its owners. But the 
profits of the enterprise itself are not definite sums fixed by 
past transactions. <2!Lth~ contrary, they are appraisals of 
n~~nges in the position andJ)r~I'~~ts oj tbe~business 
as a whore appralsalStlii£ Iook forward to the uncertain 
futur~as5veIi asb;clUo~tlie- ir~evp~le .p~s<t.!ke'!.lr mix
tlu"es of past history and ~ future anticipations, statements --.--- -. ~ 

of profits are necessarily subject to variable margins of 
uncertainty. 

Besides ascertaining the difference between actual receipts 
for whatever the business has sold and actual payments for 
whatever commodities and services the business has bought, 
the accountant who is estimating income must put values 
upon all the property belonging to the business. What will 
the raw materials, goods in process and finished products 
realize when sold? What part of the accounts receivable 
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will prove un collectable ?-\vhat will the holdings of shares 
in other business enterprises be worth? If the enterprise 
owns franchises, patents or other income-bearing rights, 
what allowances should be made for their approaching 
termination? At what rate is the physical plant depreciat
ing? Is it becoming obsolete faster than it is wearing out? 
Are there wasting assets for which a depletion charge 
should be made? Has the business other properties, such 
as lands or long-term contracts, that are growing more 
valuable or less valuable? What part of the profits Hows 
from current operations such as will probably be continued 
and what part from 'capital gains and losses', such as the 
sales of securities owned· by an enterprise, or the redemp
tion of its own obligations at less than face value? Is the 
profits estimate to· be made on the assumption that the 
enterprise will continue in business, or on the assumption 
that it will liquidate its affairs? 

Questions like these call not only for technical skill 
but also for good judgment. Hence statements of profits 
are affected both by accounting methods and by the opti
mistic or pessimistic light in which the future is viewed at 
the time Vi{hen the accounts are made up; So important a 
matter as making allowance for depreciation was often 
neglected by American corporations in the pre-War days 
and some inadequacy in this respect may still persist." The 

:I In testifying before the Federal Trade CommiuioD, March 22, 1918, Mr. 
George O. May, who had practiced accounting in this country a little over 
twenty yean, said: " ... in the carly days of my experience here I lost a 
great deal of work because I refused to sign accounts as being correct unlelll 
they provided for depreciation." He thought the development of proper prac
tice in thi, respect bad been "more or lesl general ... during the last teD 
or twelve yean." This development he attributed to the in8ucnce of public 
accouDtants, to the Federal Trade Commission and even more to the Federal 
tax upon corporation profits adopted in 1909. See Teltimo"y lufore 'he 
Fraeral Traae Commillioll to Determine the Ma~mum Selling Priu of 
NADlpri,,, Pap", Price, Waterhouse Bnd Co., New York (no date). pp. 2, 
25, 26. 
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influence exercised by business 'sentiment' upon profit state
ments is harder to gauge; but no one who compares the 
reports issued by corporations to their stockholders in J anu
ary 1929 and January 1933 can doubt that this factor also 
affects the figures, though its influence may be hidden 
among the data used by the accountants in making valua
tions. 

It follows that a statistician who is trying to measure 
profits must be critical of his basic data. It is risky to com
pare income statements from American companies in pre_ 
War years with statements drawn up since public account
ants and the Federal income tax have done their educational 
work. Even in dealing with recent statements, the statisti
cian cannot take it for granted without inquiry that the 
figures are proper. The basis on which the valuations in 
the income statement (as contrasted with the records of 
actual transactions) have been made may be open to ques
tion. Another questioll ~~~erns the line between profits and 

, other types of inco~ Sometimes the partners in a firm 
or theexerutlvesof a corporation draw salaries less than 
they might command on a strictly commercial basis, and 
the 'profits' reported contain part of the 'wages of super
intendence'. Sometimes the executives get compensation 

,larger than they could obtain from corporations in which 
I their stock holdings were relatively small, so that the 
e 'profits' are understated. If an attempt is made to discrimi-

nate between pure profits and interest, the investigator must 
ask what amount of capital has been invested in the business 
and what is a proper rate of interest to allow. Even when 
no such line is drawn, the amount of the investment must be 
ascertained if rates of return are to be found. Finally since 
profits as figured in practice depend partly on accruals and 
deferred items, a competent income statement drawn up at 
the end of a year may turn out to be seriously in error. 
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Unforeseen changes in collections, in prices, in competitive 
conditions, m market Oei'i1ana,-m-replacemeriCcosts--may 
raise or 10~lLyalues set upon the receIvables, the m· 
ventory of stock on hand, the seCUritIes owned and even 
the physical plant. No doubt these changes will affect the 
nexf yeai-'saCCoUnts, but new errors of forecast may vitiate 
this statement in its turn. A minutely accurate record of 
profits cannot be made up until the last transaction in the 
life of a business has been completed, and by that time the 
earlier records are likely to have disappeared 1 

How grave the inaccuracies of business income state· 
ments really are no one can say. Probably they are subject 
to a secular decline and to cyclical Huctuations; at a given 
time they must vary widely from enterprise to enterprise 
and may vary somewhat from industry to industry. The 
relative size of the items upon which an accounting valua· 
tion has to be placed and of the items that are matters of 
record is a crucial point. Often the valuation items are rela· 
tively few and susceptible of fairly accurate estimate, so 
that the margin of error in the profits reported for a given 
year can be kept narrow. Moreover, a statij;tician may claim 
that in a large sample of income statements there will be 
more or less offsetting of unduly liberal against unduly 
conservative figures. 

It is pedantic, however, to treat profit statements as if 
their significance dep~~e<! Wh?lry:.E..E.()~'-!heiLaccw:ac:i..1O 
take-"that view would be to misconceive the role that profit 
statements play in modern life. They are made primarily 
as guides to future action. However difficult the task and 
uncertain the result, every business man who wishes to plan 
intelligently must make periodical attempts to ascertain 
whether his past policies have been successful, where they 
have left him at the moment, and what his prospects seem 
to be. Perfect accuracy is not attainable, but for working 



[8] INDUSTRIAL PROFITS 

purposes It IS not required-a fair approximation serves 
most practical needs. Anyone who wishes to get some insight 
into modern economic life must accept this situation as it is. 
The profits reported by business enterprises influence di
rectly the policies of the enterprises themselves, of bankers 
and of investors; indirectly they influence the fortunes of 
the whole community. These influences are not diminished 
by the possibility that the reports of profits may turn out 
later to have been decidedly over-optimistic on the whole 
or over-pessimistic. Hence the uncertainties attendant upon 
all statements of profits do not lessen the practical impor
tance or the theoretical interest of collecting and analyzing 
whatever sample statements can be had. 

A second difficulty in the way of measuring business profits 
is that they are the most variable of the income streams. 
An individual's income from wages cannot fall more than 
100 per cent; the profits of a business' enterprise may, and 
often do, turn into losses. The National Bureau's latest 
estimates of national income paid to individuals show a fall 
of 40 per cent between 1929 and 1932; wage disbursements 
in the industries for which proper data are obtainable fell 
60 per cent.' But according to another National Bureau 
study, based upon the figures of the Internal Revenue, the 
aggregate net income of all corporations in the United 
States, except tax-exempt and life insurance companies, suf
fered an even more catastrophic fall in the same period. 
Net profits of nearly eight billion dollars in 1929 were 
succeeded by net losses of over three billion in 1931 and of 
nearly five billion in 1932.' 

·See Simon KuzDcb, National Income, 1929-32; Bullnin -1-9 (National 
Bureau of Economic Research. January 26, 1934), Table 2. 

4 See Solomon Fabricant. Recent Corporate Profits in the United Statel, 
Bulldin 50 (National Bureau of Economic Re!learcb, March 1934), Table 1. 
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In dealing with certain problems-for example, business 
cycles-it is necessary to stress these violent fluctuations of 
profits from one year to the next. But in dealing with other 
problems it is necessary to work through the short-period 
oscillations to representative averages covering a longer 
run. That is clearly the case if one seeks to ascertain what 
return business enterprises realize over a period upon their 
investment, or if one asks what price society as a whole 
pays for the capital employed in supplying its ;"eeds. 

Questions of the latter sort are so often asked that it is 
well to show in some detail why it is so difficult to answer 
them. An investigator who attempted to find out what is , 
the average long-run return upon capital invested in Ameri-\;.¥ 
can businest would need a vast array of data. (1) His 
sample of profits should cover a considerable term of years, 
and this term should include average proportions of busi
ness-cycle expansions and business-cycle contractions, both 
of average intensity. (2) Even in the worst years some 
enterprises make good profits, and even in the best years 
some enterprises suffer heavy losses. To yield reliable results 
the sample should contain a fair representation of the suc
cessful and of the unsuccessful concerns. Furthermore, the 
losses which result when businesses conclude particular or 
final chapters of their life histories by liquidation, sale, or 
drastic reorganization, are only in small part borne by 
other going COncerns and thus reflected in reduced averages 
of business profits. The major portion of these losges falls 
upon individuals and has. its effect-substantial, but not 
readily determinable on the basis of available figures-in 
reducing the broad average of returns to investors.' 

The net income referred to is that left after payment of income taxea, but 
before payment of dividends . 

• Colonel M. C. Rorty add. this comment: The distinction between the 
average rate of return of going hUlinesses!' on their capital investment and 
the correlponding average returDs to investors on the money they supply ii, 
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(3) If the business enter.£.~isesjl1cll!.dedj.!ltlte_sample change 
materially from year to year. the investigator cannot ten' 
w.!!ether a given alteration in profits results from an alter~
tion In the earnings of business at large or from the shifting 
cha~acter of h,is data. This -ambiguity in the results is re
dUceQiIlt IS posslOleTa'secure returns from an unchanging 
list of enterprises. But the ambiguity cannot be wholly 
eliminated in this way; for business enterprises are most 
unstable units. Identity of name does not guarantee identity 
of products, management, or ownership. (4) As the present 
volume demonstrates more conclusively than any other in
vestigation known to me, profits in certain industries may 
remain relatively high for years at a time, while profits in 
other industries remain relatively low. Hence the sample 
should cover a wide industrial range. Indeed, the sample 
should cover all important lines of investment if conclusions 
are to be drawn concerning average rates of profits in the 
country. (5) While statements of profit in millions of dol
lars have much importance, they do not show what rate of 
return a business enterprise gets, or what price society pays 
for capital, unless the amount of profits is related to the 
amount of the investment. Therefore, the sample should 
contain statements concerning the capital used by every 
enterprise every year, and these statements should separate 
the capital belonging to the enterprise from capital bor
rowed. The difficulties of getting reliable figures concerning 
actual investments need not be enlarged upon. (6) After 

perhaps, necessary, owing to the almost insuperable difficulties in tbe way 
of determining the magnitude of unreported liquidation and reorganization 
lones. However, it is important to note that, with this distinction made, an 
adequate supply of capital for social needs can be assured only if the 
average of business profits of going concerns is !lubstantially higher than 
the rate of net return, whatever that may be, which is required to maintain 
a continuing flow of Dew money from private inve!!ltors. The social cost of 
private capital is determioed by the neces9ary net return to 9uch iovelton, 
rather than in terms of the current earnings of going concerns .. 
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what was said above concerning the difficulty of estimating 
profits, it is scarcely necessary to add that the investigator ) 
would need to assure himself that the methods of account- ./ 
ing used in preparing his ori inal data wer .ound at the 
outset: of t e perIod covered arid that they diet not change 
greatly m later years. 

Ifhis formidable list of requirements for ascertaining 
'the' average long·run rate of profits in all trades does 
not mean that it is impossible to learn anything valuable 
about business profits unless carefully audited income state
ments can be had for an unchanging sample including tens 
of thousands of successful and unsuccessful enterprises, 
fairly distributed among all of the industries of a country, 
continued for decades and supported by reliable records of 
capital invested. But what can be learned is obviously con
ditioned by the scope and character of the samples of profit 
statements that can be collected. The paucity and the in
definiteness of our knowledge of business profits is due to 
the narrow range or the defective quality of the data that 
have been available for analysis. 

It has been hard enough to secure representative quota
tions of commodity prices at wholesale over considerable 
periods. Even today we have few price series for highly 
fabricated products. In view of the vastly greater difficulties 
of ascertaining what profits are realized, and the common 
reluctance to make income statements public, it is not sur
prising that the volume of properly authenticated data has 
not been sufficient to establish broad conclusions. But some 
samples have been available for years. 

Governmental supervision led to the compilation and pub
lication of statements concerning the profits of National 
Banks, later of interstate railroads, and later still of certain 
other public utilities. Dependence upon the general market 
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for capit~l has led a growing list of corporations to publish 
condensed statements of income; but there has been little 
assurance that the accounting methods followed were suf
ficiently uniform to guarantee the comparability of these 
materials. Similar doubts have limited the usefulness of 
the data concerning profits in Great Britain that have been 
compiled for many years by the London Economist. A 
promising step was taken by Mr. J. E. Sterrett when he pub
lished carefully audited reports from 158 industrial com
panies, largely small manufacturing concerns, for the calen
dar years 1912 and 1913, or for the fiscal years covering 
substantially that period. "During this time," Mr. Sterrett 
held, "business conditions have been generally unfavorable 
...• It may, therefore, be assumed that the profits earned 
.•. have not been more than a fair average .•.. " The 
average annual net profits shown by this sample were 
13.67 per cent upon the capital invested.' Unfortunately, 
the example set by Mr. Sterrett has not been widely imi
tated. It is true that numerous studies have been made of 
profits in particular industries; but the periods of time cov
ered, the methods of stating profits, and the adequacy of the 
samples used have varied so much that it is impossible to 
make an adequate composite photograph by assembling 
these individual sketches! 

• The Comparative Yield o-n Trade and Public Service Investment, A meri
can Economic RAliew~ March 1916. Compare the critique of the representative 
character of Mr. Sterrctrs average by M. C. Rorty in Some Problems in 
Current Economics (Chicago, 1922), pp. 108-10. Many practical busincS9 
men, says Colonel Rorty, refuse to accept IUch figures. "They claim that a 
study of 'going' concerns is meaningless and misleading, and tbat, if all the 
legitimate ventures in any competitive industry were followed through from 
birth to death, with full account taken of all gains and losses, the average 
earnings on the invested money would very slightly, if at all, exceed the 
going rate of interest." 

'As examples of the literature, see the following books, reports and bul
letins: 

Horace Secrist, Tlu Triumph 0/ Mediocrity i. Bwi"t.rI (Northwestern 
University, 1933) 



THE PROBLEM OF MEASURING PROFITS [13] 

A far more comprehensive sample of American data was 
started when the Federal government incorporated an 
excise tax upon corporations having net incomes in excess 
of $5,000 per annum in the tariff act of August S, 1909. 
The exemption of small incomes was dropped when the 
excise provision was superseded by the income tax law of 
1913. The compilations of income statements required by 
these laws and by numerous amending statutes ha:ve grown 
into a formally continuous record of the net incomes of all 
business corporations in the United States during a quarter 
of a century. 

Comprehensive as the income tax data are, they fall short 
of what is desirable in several important respects. (1) Those 
types of business which are carried on mainly by indi
viduals or partnerships are under-represented, or even mis
represented by the inclusion of a few non-typical corpora
tions; for example, farming, most of all, repair work, the 
professions and in considerable degree retail trade. (2) The 
returns are regularly divided into two groups--corpora
tions reporting net incomes and corporations reporting no 

Keith Powlison, Profits 01 till National Banks (Ricb~rd G. Badger, 1931)" 
Ralph C . .Epstein. The Automobile Industry (A. W. Shaw, 1928) 
Laurence H. Seltzer, A Financial History 01 the American Automobile 

Industry (Houghton MifBin, 1928) 
Melvin T. Copeland, The Cotton Manu/adar;", Industry 0/ the United 

Statu (Harvard Economic Studies, Vol. viii, 1912) 
Herbert Muller, Kolten- und Rentabilitiits;robleme im deutsch,,, "nd 

dmerika"isc!,en Buchdrudureibnrieb (Betricb uDd Unternmmung, 
Band 8, Leipzig, 1930) 

Cecil E. Fraser and Georges F. Doriot, Analy£i", Our Industries 
(McGraw-Hili, 1932) 

Bureau of Business Research, University of Illinois, The Earnin!l Porwtr 
Ratios of Public Utility Companies (Bulletin No. lS, 1927) 

Federal Trade Commission, A Report on Priul, Profits, and Compttition 
in tht Pttrolellm Industry (70th Cong., bt Sess., Sen. Doc. No. 61, 1928) 

Department of Finance and Accounting, United Typothetae of America, 
19J2 Ratiol for Printing Management (1933, annual) 

Bureau of Business Research, Harvard University, Optrating RtSu/tl of 
Departme"t and SPecialty StortI in 1930 (Bulletin No. 85, 1931) 



[14] INDUSTRIAL PROFITS 

net income. It is not possible to ascertain accurately the 
aggregate net income of all corporations by subtracting the 
deficits of the second group from the profits of the first 
group. For, as has been pointed out by George O. May, 
there is a certain duplication of losses in the income 'tax 
returns which is not offset by a similar duplication of in
come-this for the reason that the net income figures 
exclude dividends received from other corporations; but if 
one corporation loses money and fails, it will report its loss 
directly, and other corporations which are its creditors or 
stockholders will also report what they have lost by its 
failure.' Of course this duplication of losses in the returns 
varies from year to year, being a much more serious matter 
in 1921 and 1932, for example, than in 1919 and 1929. 
(3) Changes in the law and in administrative rulings have 
affected the amount of profits reported in successive years . 

. During the period of the excess-profits tax (1917-21) 
profits were affected by several unusual factors. For ex
ample, war contracts were let in many cases on highly 
profitable terms, with the thought in mind that a major 
fraction of the profits would be recouped through the tax. 
On the other hand, large sums were spent upon advertising 
or other plans for future expansion and charged as current 
expenses. 

One of the chief rea.sons why the profits reported in 1917 
were so much larger than in 1918 is that in the former year 
the tax was retroactive. Hence there was less opportunity 
in 1917 than in 1918 to enter into transactions which would 
reduce taxable income. In comparing 1917 with later ye:irs, 
it should be noted also that the law has been made more 
liberal to the taxpayer in important respects; for instance, 
by allowing discovery depletion and by increasing depletion 

I See the footnote in RUlnt E(ollo",i( Changel in 'h, U"itea States (Na
tional Bureau of Economic Research, 1929), II, 854-5. 
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allowance,at large .. (4) The classification of the returns is 
inadequate. For example, the classification by size of net 
income has varied from year to year, it is not available for 
1919 and 1924, and is not crossed upon the classification by 
industrial groups. The latter classification is not carried out 
in sufficient detail to answer many important questions. 
There is no classification by total assets (except in 1931), 
capital, gross income, net income (except in 1926), or any 
other criterion indicating the size of the corporations. 
(5) The taxable net income reported excludes certain items 
that an accountant or an economist would include in profits; 
particularly, dividends received from other corporations 

'. and interest upon tax-exempt bonds. In'one of the following 
chapters, an attempt to ascertain the relative magnitude of 
these items is made. They appear to run on the average 
about one-ninth of the taxable net income reported to the 
government. (6) While the official reports show by 'major 
industrial divisions' the assets and liabilities of most cor
porations, a considerable number do not submit balance 
sheets, and no attempt is made in the reports preceding 
1931 to relate the amount of the net incomes to the amount 
of capital invested. (7) The corporations included in the 
tables change from year to year. Corporations that have 
been wound up by bankruptcy or amalgamation disappear 
from the list; newly-formed corporations appear. A cor
poration that one year appears in the group reporting net 
income may shift next year to the group reporting deficits, 
and the year after may reappear in the first group. A stu
dent of the returns has no means of knowing what part of 
the fluctuations in profits is due to these changes in the cor
porations reporting and in the way they are classified . 

• The same. Compare the official statement of tChanges in the revenue 
. acts affecting tbe comparability of statistical data from income tax returns 

of corporations'; Statistics ojltlCom, for 1929, pp. 404-7. 
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As part of its work upon national income, the National 
BUTeau of Economic Research has had to estimate the 

. profits withdrawn by individuals from business enterprises 
of which they are sole owners or partners, and the divi
dends received by stockholders. In some of its estimates it 
has ventured to include rough figures for (;orporate sur
pluses. To attempt a systematic study of business profits is 
a natural sequel of these earlier efforts. But the difficulty 
of. securing adequate samples of data has delayed that 
undertaking. 

Despite these difficulties, the National Bureau has been 
able to secure the use of two bodies of sample data upon 
profits, which, though they fall far short of what is desir
able, merit study. One is a small collection of audited state
ments secured through public-spirited action by the American 
Institute of Accountants. Income statements and balance 

~ 

sheets covering the years 1927-29 were obtained from 714 
corporations. Of these returns the greater part, but not all, 
were available in full detail for all of the corporations in 
the list for each of the three years covered. Though no very 
large corporations were included, the average book assets 
of the concerns in the sample were between three and fOllr 
times the average net assets of all corporations submitting 
balance sheets to the Internal Re\'enue in the years covered 
($2,244,000 as compared with $643,000). The average 
rate of earnings upon the equity of the stockholders during 
the three years was 9.2 per cent." 

The second sample, analyzed in this volume, consists of 
materials made public by the United Statts Department of 
Commerce in 1932, when it published in rotoprinted form 
a Source-Book for the Study of Profits by Ralph C. Epstein 
in collaboration with Florence M. Clark. While this official 
report made available to specialists a relatively large collee-

n Thi. coJlectioD of profits data may be published at a later date. 
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{ion of data concerning corporate earnings and investments 
in the fields of manufacturing, trading and finance, it con
tained no averages and no text aside [roflJ. a brief preface. 
and list of definitions. To work up these materials into a 
form useful to many people was a task requiring much addi
tional thought and labor, which Professor Epstein under
took at the National Bureau's request. 

The basic data underlying the first half of thi~ report 
. include statements for the ten years 1919-28 concerning 
the incomes and investments of 2,046 manufacturing cor
porations, 664 trading corporations, 88 mining corpora
tions and 346 financial corporations. In all four groups, the 
same corporations are represented in each of the ten years 
covered. This use of strictly identical lists of corporations 
for a' full decade gives the present body of materials a 
notable advantage over the official Statistics of Income and 
over the above-mentioned collection of audit reports. In ad
dition, Professor Epstein has three sets of data concerning. 
the profits of relatively small corporations which vary in 
identity and number from year to year. One of these sets 
covers a decade while the other two cover 1924-28. The 
annual number of corporations in the 'non-identical' lists 
varies from 1,421 to 1,665 in one case, from 406 to 1,118 
in a second, and from 1,337 to 1,350 in a third. 

Ail in all, this is the best authenticated and largest col
lection of data concerning the profits of American business 
enterprises in numerous non-regulated industries that has 
been made. Its scope and representativeness are impressive 
when subjected to detailed examination. 

( 1) In respect to the time covered, teri years is long 
enough to permit considerable shifts among investments
though of course, a longer series of records would be better. 
According to the National Bureau's chronology of business 
cycles, the decade 1919-28 contains 68 months of general 

• 
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business expansion and 52 months of general business con
traction. The durations of expansions and contractions work 
out 57 and 43 per cent. During the full period covered by 
our American chronology (1855-1933), the corresponding 
figures are 53 per cent for expansion and 47 per cent for 
contraction. Of the three contractions in 1919-28, that of 
1920-21 was very severe, that of 1923-24 was of average 
intensity, and that of 1926-27 was decidedly mild. The 
expansion of 1919 was feverishly rapid; that of 1921-23 
was of more than average vigor; that of 1924-26 was 
quieter, and that which began ill 1928 did not run to grave 
extremes by the end of the year, except in stock·exchange 
and urban real·estate operations." On the whole, I think 
the character of the period gives the sample a slight bias in 
the direction of over-average profits; but it might be diffi
cult to select any other decade that is more representative 
of 'long·run' conditions. 

(2) A second question concerning the character of the 
period concerns, not the volume of current earnings, but 
the ratio of profits to book capital. Doubtless some of the 
corporations in the sample were in existence before the 
War. If these corporations did not 'write up' the value 
of their fixed investments when prices rose in 1915-20, 
then profits in 1919-28, expressed as percentages of capital 
invested, would tend to run on high levels. On the other 
hand, the sample doubtless contains corporations that were 
established or reorganized with a changed capitalization at 
various times iii 1916-18, when the general level of prices 
was high. It may contain other corporations that 'wrote up' 
their fixed investments in 1919-20 to match the advance 
of prices and earnings. If these corporations did not 'writ~ 
down' their fixed investments after prices fell in 1920-21, 

11 These judgments are based upon the National Bureau's as yet un pub· 
liabed studies of a large number of economic time series. 
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then profits in 1921-28 would form relatively low per
centages of the capital invested. How important these two 
distortions of the percentages are we do not know. That 
they tend to offset each other is clear, but there may remain 
a net bias towards high profit ratios or towards low profit 
ratios. 

(3) The lists of identical corporations contain both en
terprises having net incomes and enterprises having deficits. 
But. Professor Epstein points out that the proportion of 
corporations having deficits in most if not all of his lists is 
substantially lower than the proportion among the corpora
tions reporting to the Internal Revenue. If the latter vastly 
larger body of returns is fairly representative of average 
experience, then the present sample tends to over-state 
profits." Further, the supplemental lists of non-identical 
corporations contain only enterprises having net inco;m:'s 
and tend to over-state profits for that reason. 

(4) The use of reports from the same corporations,yelM' 
after year reduces one grave doubt concerning the meaning 
of the variations in profits as reported in the official Statis
tics of Income. It is true, as said above, that the continuing 
life of an enterprise is not incompatible with very consider-

U See Professor Epstein's critique of his materials in Ch. 43. Colonel M. C. 
Ratty points out that the use of lists of identica~ corporations over a serics 
of years has a bias towards c:xaggeratiLg profits, because it excludes all 
corporations tbat go bank.rupt within the period covered. When the period 
extends over a decadc, this factor becomes of considerable momeot, par
ticularly in the field of trade where, as Professor Epstein remarks, the· 
average life of corporations ill relatively short. On the other hand, where 
fixed investments are large, corporations of considerable size are seldom 
abandoned, though often reorganized. It may be, however, that large corpo
rations which sutler very heavy losses are more likely to be reorganized 
under new names and so not to appea r in a list of 'identical' concerns. 

Of course ProfcS!.or Epstein's sample excludes concerns coming into exist
ence during his period as well as concerns going out of existence. This 
exclusion may tend to depress the average profit rates. Compare the remarks 
of Frederick C. Mills concerning the probable bias -in a amaUer sample of 
identical corporations used in his Economic Tenaencies in the United Slatts 
(National Bureau of Economic Research, 1932), footnote pp. 144-5. 
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able shifts in the nature of the business carried on. But only 
those changes in industrial activities which go so far as to 
call for the shifting of corporations from one group in the 
classifications used to another group can affect seriously the 
conclusiqns drawn. In Chapter 46 Professor Epstein shows 
that there is no reason to fear grave distortion on this count. 

(5) The industries covered include a wide variety of 
manufacturing; ten branches of retail and eight of whole
sale trade; mining and quarrying of coal, oil, metals, stone, 
salt, clay, sand and gravel; banking of several types and 
other financial business, except life insurance. No data are 
presented for farming, construction work, transportation 
and other public \!tilities, the practice of professions, com
mercial amusements, hotels and restaurants. Considerable 
as is the range of the data, they cannot, of course, be made 
to 'reveal the average rate of return upon capital in the 
United States, except upon the assumption that this average 
is nearly the same whether the investment is made in one 

, industry or in another. That is an assumption which Pro
fessor Epstein shows to be even more untenable than has 
been supposed. 

( 6) How high a standard of accounting prevailed 
among the corporations preparing the returns utilized by 
the Department of Commerce in its Source-Book for the 
Study of Profits there is no way of telling. Probably the 
larger concerns employed skilled auditors; many of the 
smaller ones may have relied upon their own rather simple 
bookkeeping. But the earliest of the returns included cover 
1919. By that time the Federal income tax upon corpora
tions had' been in operation for several years and had 
brought the advantages of proper depreciation allowances 
home to all but the most careless of business men. As com
pared with the data contained in the Statistics of Income, 
Professor Epstein's results are better in that he includes 
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tWG substantial items of non-taxable income-d~vidends of 
other corporations and tax-exempt bonds. As said above, 
careful analysis of a portion of the sample indicates that 
these items increase net corporate incomes by about one
ninth." 

(7) Another feature of the sample that bears upon its 
representative character is pointed out by Professor Ep
stein. All four of his lists of 'identical' corporations show 
an average size larger than that of the corresponding groups 
shown by Statistics of Income, For example, the 2,046 
corporations in his manufacturing list make up only 2 or 3 
per cent of the manufacturing corporations reporting to the 
Internal Revenue in 1919-28, but they receive from 57 to 
66 per cent of the total income. Similarly, the list for trade 
represents less than 1 per cent of the number of reporting 
corporations, but about 30 per cent of the income reported 
in the official income-tax document. The supplementary use 
of 'non-identical' lists of small corporations engaged in 
manufacturing and trading redresses the balance in a· de
gree. But Professor Epstein makes dear that his sample 
represents the earnings of large-scale business more fully 
than it represents those of small-scale business. 

11 If the sample included all corporations much double counting of income 
would resuh from the ioclulioD of inter-corporate dividends, just as double 
couDting in the opposite direction would result from the subtraction of the 
deficits of corporations that lost money in any year from the profits of cor
poratioDI that made money. Since the whole sample includes only 3,114' 
corporations in the lidcntical listl', plus at most three or four thousand a 
year in the Inon-identical' lists, and -since 300,000 to SOD,OOO corporatioDI 
have reported to the Internal Revenue in successive years from 1919-28, it 
may seem that double counting of income and IOllles cannot give rise to 
serioua error. But the proportion of corporations that both receive and pay 
dividends is probably far higher among the 5,114 corporationa of the 
'identical lista' than among the three to five hundred thousand that report, 
and an appreciable sum of profit! may appear twice in the sample. What· 
ever double counting there is does not affect profit rates i for the value of 
.tocks owned by the corporations in the sample are included in the invest· 
menta upon which the profit rates arc figured. 
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(8) It llIay not be superfluous to add that data concern
ing the profits of business corporations as going concerns 
do not show what returns individuals receive upon their 
investments in corporate shares. To establish upon a statis
tical basis any conclusions concerning investors' profits 
would call for data different from those utilized here and 
a different method of analysis." 

U This distinction, mentioned in an earlier footnote, between the profits 
of investors in a business and the profits of the business itself seems to be 
overlooked so often that it requires elaboration. 

In good years, the dividends paid to stockholders are likely to be smaller 
than the current profits of the business i in bad years dividends are likely 
to be larger than profits; sometimes a corporation pays dividends while 
it is incurring losses. Besides his dividends, a stockholder may receive 
'rights' to subscribe to new issues of stock upon favorable terms--frights' 
that he can exercise or sell 3S he thinks fit. 00 the otber hand, the stock
holder may be assessed upon the value of big shares, and so have a 
negative income from them. Further, the stockholder may make profits for 
himself. or suffer losses, from the purchase and sale of shares. He may have 
the value of his shares wiped out wholly or largely by the liquidation of 
the company or the sale of its assets; on the other hand he may have the 

. value of his shares much enhanced by an amalgamation on favorable terms. 
Thus the sums received by the stockholders from their investments in a 
corporation's shares differ from the profihJ of the corporation and cannot 
be ascertained from the corporation's books. Likewise the amount invested 
by the stockholders in their shares differs from the amount invested by 
the corporation in its business, except perhaps when the corporation is 
launched or when there is no buying and seHing of shares. 

Since neither the investments nor the net gains of the stockholders equal 
the inveShnents or the net profits of the corporation, it is only by accident 
that the rate of profits made by any investor equals the rate of profits made 
by the corporation. Suppose that a corporation starts with a cash capital 
of $100-,000, makes profits of $20,000, distributes $10,000 in dividends, and 
that its shares rise from par to 200. If one of the original stockholders sens 
at that price, he receives 10 per cent upon his investment plus a capital 
gain of 100 per cent; but if conllition! remain unchanged the new holder 
will get only 5 per cent upon his investment. Suppose instead that our 
corporation makes profits of 2 per cent, pays dividends of 1 per cent and 
that ihJ shares fall from par to 20. Then the original stockholder who sens 
gehJ a meager dividend and suffers a heavy capital loss; but the new stock· 
holder who buys at 20 may get 5 per cent upon his investment, like the 
man who pays ZOO for shares in a highly profitable business. Of course the 
profits and losses of individual investors in business enterprises are related 
to the profits and losses of the business enterprises in question; but this 
relation is far from simple. 



THE PROBLEM OF MEASURING PROFITS [23] 

What, then, can be learned from this notable collection 
of data covering the profits of business enterprises? 

Though the data do not suffice to show the average long
time earnings of capital in the United States, they throw 
some light upon that question which many ask and no one 
can answer with full confidence. Professor Epstein shows 
conclusively that, within the period and the industrial field 
covered, his sample is biased in the direction of over-stating 

Colonel Rorty offers tbe following observations: 
"The question of the average earnings from diversified investments in 

the common shares of legitimate business ventures is one that has been 
debated at great length by investment experts. The majority opinion among 
such experts is that, even with somewhat more than average skill in selec
tion, a diversified list of investments at 'par' in new ventures will tend to 
earn less, rather than more, than an equal investment at average market 
prices in the shares of seasoned companies-or, in other words, tbat the 
premium usually paid, above book values, for seasoned share9 is no more 
than an offset to the reduced risk. With respect to seasoned shares, there is 
also a similar majority opinion, supported by statistical studies, to the 
effect that the high rates of earnings aD commOD share investments, so 
extensively advertised during the jnew era', were based on the fallacy of 
choosing the especially successful companies of a given date and calculating 
the results from prior investments in such shares. Selections made (as in 
practice they must be made) of the promising and popular issues of prior 
dates, when carried forward for a term of years, have shown radically 
lower rates of return. Long-term studies, covering periods of from 30 to SO 
years prior to 1930, indicate that commOD shares in the United States could 
be bought, at normal average market levels. to promiu returns in cash 
and stock dividends. rights. etc., averaging between 6 and 7 per cent, before 
allowance for losses through failures, reorganization and other major ad~ 
verse developments. Opinions and experience as to the latter losses vary 
widely, Barring purely speculative profits, or profits due to extraordinary 
skill in selection, there are, however. few qualified observers who would 
Count on a net return in excess of 6 per cent. and there are many who 
would set the net figure at S, or eyen 4 per cent. These reduced figures 
correspond to estimates of from 1 to 3 per cent per annum for major losses 
which are generally unreported in income tax returns and current cor
poration accounts. 

So far as skilled estimates may be relied upon. the preceding figures seem 
to indicate tbe range within which the true long-term return on investments 
in corporation equities may lie, whether such investments be made at cpar' 
in new ventures, or at a normal average market in seuoned issues. And 
with very minor adjustments, if any~ they would seem to represent, alia, 
tbe true long-term earnings on the actual investment in corporation equities, 
after allowance has been made for all reported and unreported losses." 
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average profits. As said above, the years 1919-28 appear 
to have been on the whole slightly more favorable to profit 
making than an average decade drawn from the last eighty 
years of American experience. More important is the fact 
that corporations having deficits are not included in the 
supplemental lists of small 'non-identical' corporations 
and are under-represented in the lists of large 'identical' 
corporations; for corporations that survive for ten years or 
more represent successful, or at any rate large-scale, busi
ness rather than average business. Another factor that lifts 
Professor Epstein's figures for profits above the official 
returns is the inclusion of dividends from other corporations 
and interest on tax-exempt bonds. Of course this inclusion 
is a merit in the sample; but it may well be that large cor
porations receive a larger percentage of their gross income 
from such sources than do the under-represented small cor
porations. If so, that fact does not aHect profit ratios; for 

. security holdings make part of the base upon which these 
ratios are computed. 

Unfortunately, we have no means of determining just 
how much the averages yielded by the sample over·state 
profit rates. Of course that could be told definitely only if 
we knew the average long-run rate of earnings upon C'apital 
for all enterprises. Comparisons with other samples do not 
settle the point, but they are interesting. The grand average 
rate of return which Professor Epstein gets for his 3,144 
'identical' corporations in 1919-28 is 9.2 per cent after 
Federal taxes are deducted. This figure is substantially 
lower than the average derived by Mr. Sterrett from his 
small but interesting pre-War sample, namely 13.67 per 
cent. It happens to be just the same as the average derived 
from the National Bureau's collection of audit reports for 
about 700 corporations in 1927-29. It is substantially higher 
than the average which Professor Epstein himself gets from 
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the official income tax data for all corporations engaged in 
manufacturing, trade, finance and mining in 1924-28, 
namely 6.2 per cent after the deduction of Federal taxes.'" 
But even this comparison with the average earnings of 
over 300,000 corporations for five years does not show 
how far 9 per cent is above the 'true' average earnings 
of business enterprises. The five years 1924-28 were a 
relatively favorable period for profit making~lightly 
more favorable than the full ten years covered by Professor 
Epstein's study. The corporations engaged in manufactur
ing, trade, finance and mining that reported to the Internal 
Revenue are a changing list varying in number from 315,-
340 in 1924 to 359,992 in 1928. Of these changing cor
porations the vast majority are small concerns. In small 
corporations the accounting is often defective. On the one 
hand, allowances for depreciation may be inadequate; on 
the other hand, part of what should be reckoned as profits 
may be paid out in salaries. The capital on which the rate 
of earnings is reckoned excludes capital represented by 
funded debt. If funded debt be added to capital and interest 
payments to income, the average returns are reduced a 
trifle. This new figure for Epstein's 3,144 'identical' cor
porations after Federal taxes are paid COmes out 9.0 per 
cent in 1924-28, while the corresponding figure for the 
changing list of corporations reporting to the Internal 
Revenue comes out 6.1 per cent. And there we must leave 
the problem. 

However, too much stress can be laid upon the search 
for the 'true' average rate of business profits. If we knew 
that missing figure, we should have to say that it' gives a 
most inadequate representation of the facts of greatest sig
nificance to business men and to the community as a whole. 

U Sec Table 1 in Ch. 2. The corresponding figure for Professor Epstein's 
5,144 'identical' corporatioDs i. 9.4 per cent. 
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More important than the precise arithmetic or geometric 
mean of earning rates over a long period of time are the 
tacts that the profits earned by business enterprises as a 
whole fluctuate violently from year to year, that in every 
year the returns to different enterprises cover a range run
ning from very high profits to very heavy losses, that certain 
industries remain relatively profitable and others relatively 
unprofitable for years at a stretch, and finally that business 
enterprises stabilize the disbursement of income to indi
viduals in some degree by paying out dividends substantially 
greater than current profits in bad years. 

In a vague and general way these facts have been sur
mised. But if we are to have the type of Tmowledge that 
is most useful to investors, to business executives, to bank
ers, to public commissions and courts concerned with regu· 
lating rates of different types, to accountants, to economists, 
to legislators and to government officials, we must replace 

. our vague and general impressions as rapidly as may be by 
definite measurements. This volume makes a significant 
advance from the realm of personal opinion towards the 
realm of established fact. The materials here analyzed con
stitute the largest collection that has been published of well
authenticated data concerning the profits of the same busi
ness enterprises over a considerable period of years. Within 
their field, the figures show definitely the wide differences 
in the average profits made by numerous branches of busi
ness, the persistence of these differences over a period suf
ficiently long to admit of large shiftings of investments, the 
range covered by the profits of individual enterprises in 
numerous industries, the comparative profits of large, mid
dle-size and small enterprises, the violent fluctuations of 
profits from phase to phase of business cycles, the differ
ences between profits on the stockholders' equities and the 
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returns upon this equity plus funded debt, and the differences 
in profits before and after the payment of Federal taxes. 

The findings presented here can be put to many different 
uses and construed in various ways. One of their merits 
is that they raise as many questions as they answer and in
dicate what further work needs to be done in the field. The 
publication of Professor Epstein's inquiry should stimulate 
and guide the collection of larger samples of data concern
ing profits and the more thorough analysis of existing data. 



BOOK I 

THE BROAD FINDINGS 



CHAPTER 1 

AN INTRODUCTORY SUMMARY 

1. PURPOSE OF THE INVESTIGATION 

WIli\,T_rates of profit do representative American corpora
tions, large and small, earn upon their capital investments 
in __ y-Woos branches of manufacture, trade, finance and min
i!'z-that is, in fields of enterprise in which competition is 
relatively free and where there is little public regulation? 

Over how wide a range are the profit rates of these go
ing concerns scattered at-a given time? In what part of 
the range is there dense concentration of profit rates? 

How do these rates fluctuate from one YeaJ-to. the next? 
Do the rates that prevail at a given time in one industry 

tend to equal the rates that prevail in other industries? Do 
such differences as appear in one year in tne-profitabfeneS"; 
of various industries tend to disappear shortly, or to main
tain themselves for considerable periods? 

How do the earnings 'of individual corporations vary, 
from good years to bad, in different industries? 

Do the larger enterprises in one or another industry earn 
profits at higher or lower rates than the smaller ones? 

Such are the principal questions for which the present 
investigation seeks answers. The answers are not always 
complete or final. In some instances they seem to be of 
definite character; in others, they constitute merely what 
are believed to be good approximations. But the attentive 

[31] 
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reader will find that estimates and actual figures are clearly 
distinguished throughout the volume. Upon the whole, the 
data are more complete for manufacture and trade, and 
for their various subgroups, than for the two other divi-

.. sions, finance and mining. 
i /1 It should be noted that the questions dealt with concern 

-variations in profit rates---variations from year to year, 
~from industry to industry, from small to large concerns, 
from one corporation to another. To show what these 
variations 'are it is convenient to use average rates of profits 
for the groups treated. Though some of the averages cover 
over three thousand corporations and a period of ten years, 
no one should assume that any figure in this book shows the 
average long-time earnings of all business enterprises in 
the United States. To guard against such a misconception, 
as well as to indicate what the results do mean, a detailed 
examination of the representative value of the samples of 
!lata underlying the investigation is made in Book IV. There 
it appears that the samples yield average profit rates dis
tinctly higher than those realized by all corporations that 
report to the Bureau of Internal Revenue. But it is no part 
of the present investigation to determine the grand average 
rate of profits earned by all business enterprises either in 

I the short or in the long run. 
, I, The raison d' Clre of an investigation into the variations 

among profits of business corporations scarcely requires ex
iended discussion. In all descriptions of the industrial sys

I tern it is a commonplace that no set of agencies or indi-

( 
viduals consciously controls our economic activities. Despite 

, some degree of 'government in business', business men in 
the United States, indeed in most countries apart from the 

: highly exceptional instance of Russia, are on the whole 
free to engage in the production, the market distribution 

; or the financing of whatever commodities or services seem 
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to promise an attractive return upon the capital invested. I 
Not only are men free to choose what products they will 
make or sell, but also the amount of each commodity that is:' 
offered, per day, per month, per year, is left entirely to the! 
decisions of the individual entrepreneurs responsible for its 
production. That is to say, neither the fixing of specific! 
sales quotas nor the allocation of productive equipment is " 
undertaken by the community itself. Rather is reliance i 
placed upon the unconscious and spontaneous working of i 

the twin forces of price and profit as the instrument of 
production control. If too much of one product is offered 
for sale-so runs the common explanation of the operation ' 
of this mechanism-its price will fall. Profits in that branch 
of manufacture or trade will therefore shrink, and produc
tion will be contracted until a happy balance is restored. 
Conversely, an undersupply of anyone commodity is sup
posed to cause a rise of price and an enhancement of profit 
which lead to an expansion of output. The phrase employed 
may be 'a balancing of demand and supply', 'an equa
tion', or 'an equilibrium'; but from Adam Smith to Alfred 
Marshall, this concept of prices and profits as the control
ling mechanism that regulates production is fundamentally 
the same. Under a free economic system it is supposed that 
men unconsciously and automatically supply one another's 
wants by varying the relative output of this or that com
modity or service in accordance with the comparative rates 
of net return to be made in the several fields of business 
enterprise. 

To make this mechanism work rapidly and precisely, it 
would be necessary that (1) business men should have 
accurate information about the profits realized in all 
branches of enterprise; (2) capital which had been invested 
in trades that yield less than average returns could be 
withdrawn quickly; and (3) no obstacles should hinder 
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; the investment of additional capital in trades that yield I profits above the average. Since these conditions have never 
existed, 'the tendency of profits to an equality' in different 

I branches of industry has been a speculative tenet. How far 
that 'tendency' has been realized in practice has been a 
matter of opinion and opinions have varied. Some econO
mists have written as if, over a wide field, business'men can 
make fairly reliable estimates of the profits in different 
trades, as if sufficient capital can be withdrawn from un
fortunate investments to restrict supply and raise prices 
to a profitable level rather promptly, and as if the hin
drances to the investment of fresh capital in flourishing 
trades, either by those already engaged or by newcomers, 
are not sufficiently serious to prevent the reduction of 
prices and profits within a relatively short time. Other 
economists have hedged about their statement of the 'tend: 
ency' towards an equalizing of profits with such careful 
qualifications that it is diffi~ult to determine what they 
think concerning actual conditions.' 

To all who are concerned with the functioning of our 
economic organization, whether as men of affairs, govern
ment officials or investigators, the question of prime jm
pOl·tance is the question of what happens in fact. Do the 

1 earnings of different industries really cluster closely about 
some central or average figure, over a period of time? Does 

, competition so function in the industrial system that the 
'/ differences in earnings rates during anyone year are only 

temporary? That it does so function has often been chal
lenged; but heretofore suffi cient da ta to give a convincing 

1 It is interesting to compare the rather bold statements of Adam Smith 
(Wealth of Nations, Book I, Ch. Xl with the more cautious exposition of 
John Stuart Mill (Principles 0/ Polilical Economy, Book II, Ch .. XV) and 
with the elaborately guarded discussion of Alfred Marshall (Pri"ciples 
of Economics, 8th ed., Book VI, Ch. VIII). 
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answer have not been available.' A comprehensive body of 
materials that has been developed in the Department of 
Commerce,' however, affords a basis for more complete 
answers to the several questions involved, and the findings 
obtained through the analysis of those and other data are 
presented in this volume.' 

2. CHARACTER OF THE INQUIRY 

Book I gives the principal facts and conclusions, which 
Books II and III develop more fully. Doubtless the busi-

I William L Crum, Corporate Earning Power (1929) I presents data for 
the nct return on gross revenues over a considerable period, while Law~ 
rence H. Sloan, Corporation Profits (1929), analyzes the return upon in~ 
vestment for specific industrial comp-anies and groups in 1926 and 1921. 
Other investigators-J. E. Sterrett, J. P. Muner, David Friday, J. H. Bliss 
and S. H.· Nerlove-havc discussed the return upon invested capital, but 
not for both a tcn-year period and for the numerous subdivisions of in
dustry designated- in the prescnt volume a9 'specific industries' or 'miDor 
groups'. Nerlove':!) A Decade of Corporate Incomes (1932) covers the 
period 1919-29. Raymond T. Bowman, The Statistical Study of Profits 
(1934), discusses the frequency distributions of earnings rates in a wide 
number of industries, utiliziog data developed by the Federal Trade Com~ 
mission, the Department of Commerce, and other agencies. Other writers, 
LuciIle Bagwell, Horace Secrist, and most recently Leland Rex Robinson 
{Corporate Earnings on Share and Borrowed Capital in Ratios of Gross 
Income. American Statistical Association Journal. March 1934} have made. 
illuminating contributions to the subject of earnings ratios, but have not bad 
available comprehensive data for specific sub-branches of industry, or what 
in the present volume arC' termed 'minor groups'. 

I Ralph C. Epstein, in collaboration with Florence M. Clark, A Source
Book for the Study of Industrial Profits. 1932. This is the source for aU' 
tbe basic data on which the analyses of the present investigation rest, uDless 
otherwise indicated . 

.. Only the competitive fields of manufacture, trade, finance and mining 
are covered by the statistical data of the Souru-Boolt cited, and only those 
four divisions will be discussed in the present study. They include the great 
bulk of what is ordinarily termed 'competitive' 8S distinguished from 'regu
lated' industry; construction and 'service' activities, sucb as restaurants, 
boteh and garages, are all that is omitted, save agriculture, in which the 
corporate form is somewhat anomalous. Earninglll data upon railroads, 
public utilities and other regulated indullltries are available in the repom 
of the Interstate Commerce Commission and those of other Governmental 
rate-making and regulating bodies. 
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ness man, the investment banker and the general reader will 
find that Books I-III surpass in interest Book IV, which 
goes further into detail as to the significance of the data, 
methods of compilation and the like. But it must be borne 
in mind that most of the summary facts and estimates pre
sented in Books I-III do not hold entirely without qualifi
cation, even though in many instances this qualification may 
be slight. The reader who wishes to utilize either the ac
tual figures or certain 9f the estimates to obtain more than a 
'sense of direction' or a notion of 'general drift' concern
ing a particular industry or group ought therefore to ex
amine such qualifications as they are discussed in Book IV. 
This is also true for the more general purposes of either 
the economic theorist or the student of business cycles. Fre
quently the significance of the findings in one direction or 
another, even when the data are taken en masse, depends 
upon the importance attached to the several margins of 
error to which they may be subject. 

There are, to be sure, scholars who would allow the in
evitable obstacles to the attaining of precise results to deter 
them entirely from pursuing any investigations such as the 
present one. These persons can adduce many cogent reasons 
why this conclusion or that can never properly be regarded 
as possessing much validity, if it is in part predicated upon 
assumptions that cannot always quantitatively, within the 
closest of limits, be proved correct in aU their implications. 
There being doubt concerning the absolute impeccability of 
some of its conclusions, such a study, they reason, ought not 
to have been made. This, however, is a defeatist attitude. 
Moreover, it does not entitle the holder to be regarded as 
'scientific' simply because of his skepticism. The important 
thing is not the presence of ambiguity or errors; but, how 
great are the probable margins of error and to what extent 
can they affect the ultimate results? These are the sale 
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questions of interest in appraising the validity, or the useful
ness, of any piece of knowledge of the statistical, as con
trasted to either the historical or the mechanical type." An 
effort has thus been made to explain, either in the footnotes 
of Books I-III or in the text of Book IV, the underlying 
and contributory factors that may reasonably throw doubt 
upon, as well as support, the validity of the figur!!s finally 
arrived at, for one purpose or another. 

But in appraising the scientific utility of this or that sum
mary figure-whether it be an amount or a ratitr-the 
phrase, 'for one purpose or another' should be especially 
noted. Granted that the proper degree of care and con
science has been employed in the mechanics of its tabulation, 
a set of statistics such as this is rarely either entirely good 
or bad in an absolute or 'intrinsic' sense; its worth is purely 
functional or 'purposive'. To be sure, some collections of 
statistics are for almost no purposes useful. But the value 
of any compilation that has been honestly made and is 
reasonably free from mathematical error is variable. It 
may range all the way from nil to a very high point indeed, 
depending on the problems one seeks to solve. 

3. RELATIVITY IN THE INTERPRETATION OF STATISTICAL 

DATA 

Take, for example, the bearing which the valuation of 
assets has upon the validity of profit rates. Probably most 
corporations, by and large, no longer overvalue rather 
than undervalue their assets, relative to 'pru·dent invest· 
ment' or to actual cost. But imagine that this is not so; and 

• ct. F. C. Mills, On Measurement in- Economics, in Tlu Trn.J .f 
E~Q".".itl (R. G. Tugwell, cd.) i also Hans Vaibinger', concept of the ' •• it' 
(Die Phi/olo''';, del AI, Ob, cited by Havelock. Ellis in The D.,rce oJ 
Lit., Ch. III). 
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assume that the corporations included in manufacturing 
industry as a whole carry their assets at figures which 
average 50 per cent over actual (original) cost. Under 
these conditions, if net worth or invested capital amounts 
were drawn off the balance sheets, the aggregate capital 
investment would exceed by about one-half the figure at 
which it would otherwise be shown. This is of course an ex
treme assumption. If, however, it were so (and sufficient 
facts were not known to make possible any reliable correc
tion or adjustment), the data would be valueless for pur
poses of, say, the social theorist whose primary interest 
lay in seeing just how much the return to entrepreneurial 
capital is, or of the socialist or other critic of the economic 
order who wished to see how 'high' a return was being made 
by 'capitalists' in general. But to the economic theorist 
whose interest lay in ascertaining whether an equality of 
return among different industries really is approximated, 
such inaccuracies in investment figures· would not much 

. impair the usefulness of the data unless it appeared that 
the practice of one industry was, in general, very different in 
this respect from that of another. Or to the student of busi
ness cycles, whose interest lay in the fluctuations of profit 
rates from year to year, such inaccuracy in valuation might 
not constitute a vital defect unless the extent or direction 
of the error itself substantially changed during the period 
under review. 

Questions such as these are treated in Book IV. It is not 
believed, however, that such extreme qualifications as the 
hypothetical one just suggested really attach to any of the 
data here presented, taken in their aggregate or average 
forms. Errors of 50 per cent or more may well be present 
in the individual figures for anyone, two or three corpora-

• Inaccuracies, that is to say, from tbe point of view of valuation based 
upon original cost. 
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tions in a group, but hardly for the entire series averaged 
together. Some reliance, in other words, may be placed 
upon the 'stability of large numbers' in assaying the prob
able validity of many of the data presented. 

The reader who is willing to take on faith the under
lying technique of compilation may accept without any great 
reservation the findings given in the present chapter, and 
also in the other chapters of Book I, as representing gen
eral summaries of fairly accurate approximations. Cer
tainly this holds true of all 'major' group figures (for ex
ample, Food Products or Textiles) _ The 'minor' group 
figures (for example, Bakery Products or Railway Equip
ment), presented mainly in Books II and III, are some
times to be used more carefully; but doubtless their repre
sentativeness as 'samples' will be appraised by the persons 
most interested in, and best acquainted with, the specific 
industries in question. Finally, the careful and patient 
reader who takes nothing on faith and who wishes to know 
the limits of error present, in so far as these can be esti
mated, can supplement his provisional acceptance of Books 
I-III with a close study of Book IV, which necessarily is 
addressed to the professional economist or accountant 
rather than to the lay analyst or general reader. 

4. A CONCISE SUMMARY OF RESULTS 

For the convenience of the reader who first desires a 
short summary of some of the outstanding results of the 
study, concise answers are here given to. the questions 
raised at the beginning of this chapter. Qualifications are 
omitted, only the bare findings being outlined. Their eco
nomic and social implications are discussed elsewhere, par-
ticularly in Chapter 47. ' 

( 1) The average rate of return earned upon invested 
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capital by the large American manufacturing, trading, finan
cial and mining corporations of our sample in 192 8 was 
10.7 per cent before the payment of Federal income taxes, 
and 9.6 per cent after such taxes,' as shown by the figures 
for 3,144 companies for which data were compiled over 
a ten-year period. The return in 1926 was 11.S per cent 
before taxes and 10.2 per cent after taxes. In the depres
sion year 1921 the figure was 4.4 per cent before taxes 
and 3.4 per cent after taxes. In all instances the income 
ligures are the net amounts remaining after subtraction 
of the deficits of corporations which suffered losses.' 

For the ten-year period 1919-28 as a whole, the ag
gregate net earnings of these 3,144 large corporations 
amounted to 10.5 per cent upon their combined invest
ment before taxes, and to 9.2 per cent after taxes. In 
other words, an owner of the capital stocks of all these 
corporations would over this ten-year period have aver
aged approximately a 9 per cent return upon his equity, 

. year in and year out, although in one year his return 
might have been four or five times as great as in another, 
the range being from 12.8 per cent after taxes in 1919 to 
2.4 per cent" in 1921. Between 1922 and 1928, however, 

f These averages arc weighted, in accordance with the relative impor
tance of manufacture, trade, finance and mining in the nation'. economic 
structure. For details, see Appendix A, section that discusses Table 2, 
Ch. 2 . 

• The averages cited in thi. section, however, arc for the earnings of 
large corporations that remained in business continuously during the period 
1919-21 j they do DOt re8.ect earnings ratcs for dll corporate enterprise; lee 
~n . 

• These figures arc Dot weighted as arc those explained in a preceding 
Dotc" since an hypothetical 'owner of the capital stocks' of the 3,144 cor
poratioD. of the sample would receive simply the arithmetic avenge 
returD. The difference between the weighted and uDweighted figures, how
ever, is slight. 'EquitY includes, of course, the book value of reinvested 
earnings (corporate surplus) as well as capital stock, and i. sharebolder', 
equity in the accouDting 'and economic senses i. the ezpression does not refer 
to the market prices that may be paid for such equities by otber than orig
inal holden. 

P 
<. 
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the range of the return was only from 9.6 to 11.5 per 
cent before taxes, and from 8.6 to 10.2 per cent after 
taxes. Since the comparability of earnings rates from 
year to year is somewhat affected by changes in Federal 
income tax rates, the figures given in the remainder of this 
summary (and elsewhere in the volume unless otherwise 
noted) will be for earnings before the payment of such 
taxes. to 

(2) The range between the earnings rates of differ
ent industries and trades is wide indeed, either in any given 
year or over a period. In 1928, of the 106 different manu
facturi~g, trading, mining and financial groups in which 
our large corporations data can be separately tabulated, 
8 industries show earnings of less than 5 per cent upon 
their invested capital, while 3 industries show rates of 
over 25 per cent. The extreme range of the 106 earnings 
rates is from 1.3 to 27.3 per cent. Summarizing the situa
tion more completely, 42 of the industries earned under 
10 per cent, 59 from 10 to 19.9 per cent, and 5 from 20 
to 27.3 per cent. 

The year 1928, however, was one of prosperity. What 

10 There arc arguments for and agaiost doing this. To be surc, the income 
that the owners of corporatioos actually realize is what remains after in
come tax paymenta. But when tax ratcs change markedly, or when they 
are themselves based upon the rate of profit upon capital (as with excess 
profit9 taxes), a better clue to comparative earning power-at different 
times and between different industrieB--is perhaps afforded by the figures· 
before Federal income tas: payment. (This is said with recognition of the 
possible inconsistency iDvolved because local and state tazes arc treated 
as deductions in both cascs.) The figures for Federal income taxes are, 
however, given in Appendix B and may be utilized by the reader who 
wishes to compute any particular figures after subtracting all taxee. 

It is further to be remarked that consideration of net income figures before 
the payment of income tane is quite as permis9ible in analyzing corporate 
earning power as in surveying the incomes of penODS. When we think 
of one individual'e income being, aay, twice that of another, or of "86 
per cent of incomes being under $2,000 a year", we have in mind earnings 
before tnes (levied in some proportion to earnings) have reduced them . 

• 
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do similar figures show for a year of depression? In 
1928 none of the 106 industries showed deficits (some 
companies in each industry did, but not any industry as a 
whole). But in 1921 the range of earnings rates was 
from a net loss of 12.6 per cent upon investment to a net 
profit of 29.2 per cent. Fifteen of the 106 industries had 
deficits, the figures running from a fraction of I per cent 
of the amount of their capitals to the 12.6 per cent loss 
just indicated. Sixty·one industries showed earnings rates 
of from 1 to 9.9 per cent; 25 more earned from 10 to 
19.9 per cent; and 5 earned over 20 per cent. 

Taking the decade 1919-28 as a whole, and aggregating 
the annual earnings for all ten years in each of these 106 
industries, we find that their earnings rates for the entire 
period range from 1.9 to 31.6 per cent. Twenty industries 
show earnings of from 1.9 to 9.9 per cent; 57 earned from 
10 to 14.9 per cent; 22 earned from 15 to 19.9 per cent. 
The remaining seven industries earned from 20 to 31.6 per 

. cent. The most common return is thus between 10 and 14.9 
per cent; but as will appear shortly, this does not denote 
the existence of an average or central rate towards which 
all industries tend to 'gravitate'. 

(3) Data for 71 large manufacturing corporations, 
available for the 13-year period 1919-31, show a 3.8 per 
cent return upon investment in 1921, a 10.4 per cent return 
in 1928 and a 3.6 per cent return in 1931. For all 13 years 
together the aggregate return is 10 per cent. 

(4) For the ten years 1919-28 aggregated, 2,046 large 
manufacturing corporations show a net return of 10.8 per 
cent upon investment. The most profitable industry shows 
earnings of 31.6 per cent for the period, while the least 
profitable records earnings of only 1.9 per cent. 

Of the 73 industries into which the entire manufacturing 
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field has been divided, the following ten are most profitable 
(aggregate results for the entire ten years in question) : 

Toilet PrepaTations 
Newspapers 
Scientific Instruments 
Miscellaneous Printing and Publishing 
Proprietary PreparatioDs 
Motor Vehicles 
Confectionery 
Planing Mills 
Road Machinery 
Boots aDd Shoes 

PeT Cent 
31.6 
25.6 
25.S 
22.9 
20.8 
19.7 
17.8 
17.7 
17.5 
17.3 

The following ten industries are least profitable: 

Meat Pacl.iug 
Beverages 
Castings and Forgings 
Rubber Products 
Miscellaneous Leather ProduCh 
Weaving Woolens 
Stationery 
MisccHaDeous Food Products 
Railway Equipment 
Blank Paper 

Pu C,,,, 
1.9 
3.8 
S.8 
5.9 
6.8 
7.2 
7.~ 

7.9 
8.1 
U 

Half of the 73 industries show earnIngs, for the ten 
years, of over 13.6 per cent upon investment; the highest 
quarter earn over 15.8 per cent, while the lowest quarter 
earn under 10.6 per cent. 

(5) \Vhen the industries that show the highest rates of 
profits in any given year are followed through successive 
years and their earnings rates checked, they show no sub
stantial declines in earning power. In other words, not only 
do discrepancies exist among the earnings rates of differ
ent industries for a period, but the 'high' industries of any 
given year are also high industries in most succeeding years. 
While considerable shifting of· position takes place, no 
general tendency towards an 'equality of profit rates' is 
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discernible. To illustrate, Toilet Preparations was the third 
most profitable of all 73 manufacturing industries in 1919. 
It was the most profitable in the depression year 1921, 
again the most profitable in 1922, and the third most profit
able in 1928. 

In some industries long-time increases or declines in 
relative earning power are to be observed, but secular in
Ruences of this sort in no way suffice to bring about any 
approximately uniform rate of long-run return; at least, 
competition brings no such result about over the ten-year 
period studied. It is to be observed in this connection that 
while some of the 'high' industries are those characterized 
by the possession of trade-marks, etc., on· the part of the 
corporations that belong to them, fe:w are industries com
monly regarded as subject to monopoly control. Nor are 
they really 'monopolized' in any usual sense of the term; 
numerous independently-owned enterprises operate and 
~compete' in each of the industries in question. 

(6) In every industry wide variations exist between the 
average return on investment and the rates received by the 
individual corporations whose incomes and capitals con
tribute to that average figure. Taking first manufacturing as 
a whole, the average return on investment received by 
2,046 large corporations in 1928 was 11 per cent. But one
quarter earned under 6.6 per cent; half earned from 6.6 
to 18.4 per cent. The highest quarter earned over 18.4 per 
cent. 

Generalizing upon the basis of the data of this and other 
samples for smaller corporations, our estimate is that in 
years other than those of depression, about a third of all 
manufacturing corporations in the country earn over 10 per 
cent upon ·their investments, and about a sixth earn over 
18 per cent. But at the same time roughly half of the com-
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panies earn under 5 per cent, a number experiencing defi-
citS.ll . 

(7) But of the manufacturing corporations that show 
net incomes, approximately half earn over 10 per cent on 
their investments in years of prosperity, while one-fourth 
earn over 18 per cent. The earnings of the lowest quarter 
range from 1 to 5 per cent. 

Of the trading corporations with net incomes of over 
$2,000, in years other than those of depression, one-half 
earn over 13 per cent upon their investments; one-fourth, 
over 20 per cent, and the lowest quarter, from 1 to 8 per 
cent. 

(8) Shifting our emphasis from the number of corpora
tions earning net returns upon their capitals to the amount 
of capital on which a profit is earned, we find that in pros
perous years such as 1926 or 1928 about 95 per cent of 
the capital of our 2,046 large manufacturing companies 
earns a net income. In a poorer year such as 1927 about 90 
per cent of the capital shows a net return, while in a year 
of severe depression such as 1921 net incomes are earned 
on 70 per cent of the total capital investment. 

(9) The larger manufacturing enterprises, in the main, 
do not earn profits at higher rates than the smaller ones. 
In 1928, for example, 1;421 small companies, with invested 

U No effort i. made to estimate the exact proportion with defid~i!I. The 
definition of a true deficit in the case of small corporations is difficult because 
many enterpriaea that report deficits are 'close' concerns in which the deficit 
appears after the payment of relatively large managerial .alarie! (large 
relative to the corporation'. income before their deduction) to tbe corpora· 
tion'. owners (see Ch. 43),. The common impression, boed upon Bureau of 
Internal Revenue data for tflxable net incomes. (in the technical or legal 
sense of that term), that "about SO per cent of the corporations in the 
country lose money" is misleading because of this difficulty of definition. To 
be sure. the figures for publicly-owned corporations are frequently lubject 
to questionable accouDting practices also, ordinarily of other sorts (see Ch. 
4S). Apart from exceptional instances, however, the latter are seldom so 
pronounced as to convert book profitt into Dominal IOllel. 
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capitals mostly under $250,000, earned an average net 
profit of 11.3 per cent, while 1,970 larger companies, with 
capitals of over $250,000, earned 10.6 per cent. 

But the net incomes received by companies with capitals 
ranging from $250,000 to several hundred million dollars 
each indicate that by far the highest rates of profit are 
earned by the corporations with capitals of from $250,000 
to $500,000. In both 1924 and 192 8 the latter averaged 
earnings of 20 per cent upon their investment, while the 
very largest companies of all, those with capitals of over 
50 million dollars each, earned less than 10 per cent in both 
years. The evidence seems fairly clear that, beyond a cer· 
tain point, mere size is accompanied by no increased effec· 
tiveness in production, at least as reflected in terms of earn· 
ing power. In spite of the successful income showings of 
some of our largest corporations, numerous smaller com· 
panies not only equal but excel them in earning capacity per 
dollar of capital invested in the business. 
. (10) Analysis of the data upon earnings rates, sales and 
investment for the broad upswing in general business that 
occurred between 1922 and 1929 shows.that the peak of 
profits, in terms of the rates earned upon investment in 
many industries, was reached in 1926 rather than in 1928 
or 1929. Contrary to popular belief, 1926 was a more pros· 
perous year than 1928, and was just as good as 1929. 

(11) The percentage of manufacturing industry's gross 
income, as measured by sales, that goes to 'capital' in the 
form of long-time interest and net income together shows 
no .substantial change during the years 1926-28. Interest 
payments on funded debt plus net income on capital stock 
and surplus amounted to about 10 per cent of the gross 
product of industry in each of the years 1925, 1926, 1928. 

(12) As has already been remarked, the major groups 
of manufacturing industries (such as Foods, Textiles, 
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M eta:ls) and likewise specific industries in each group (such 
as Castings and Forgings, Motor Vehicles) varied greatly 
among themselves in respect of earnings rates in anyone 
year. But more important, for purposes of cyclical study, 
the courses of their earnings over the period 1922-28 va
ried enormously. Only one-fifth of the 73 industries analyzed 
show. increasing earnings rates over this period. Another 
two·fifths show marked declines. The remaining two-fifths 
either remain stable or show such fluctuations that no trends 
are detectable. 

In over one-sixth of these 73 industries capital investment 
increased faster than the volume of sales, in spite of the 
fact that earnings rates were declining both absolutely and 
comparatively. This' indicates either that the facts were un
known to entrepreneurs or that changes in profit rates fail 
to function in directing the flow of productive resources as 
efficiently as is ordinarily supposed. One reason for the fail
ure of declining earnings rates to hah investment may be 
that the cost of new capital during the period in question 
was substantially less than even the declining return that was 
being obtained upon the capital already invested in these 
industries. But, in order to be permanently profitable, any 
additional fixed investment in plant and equipment must 
yield a return that exceeds its annual charge over the period 
of.its entire life, and not just for a few years. Whether 
many of the investments made in these industries during the 
late years of the period 1921-29 will do this remains to be 
seen. But there can be no doubt that unwise expansion in 
several industries contributed to the crisis of 1929-30. 

(13) Consumers' goods industries in general enjoy both 
higher and steadier earnings than those which manufactur·e 
producers' goods. When consumers' goods industries are 
divided into those making highly durable goods, those mak
ing goods of intermediate durability and those making 
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quickly consumable goods, the sales of highly durable goods 
show by fa.r the greatest increase in 1922-28. The sales 
growth that occurred in the group of industries making con
sumers' goods of the highly durable type points significantly 
to the relatively high state of 'consumers' inventories' that 
prevailed at the time of the 1929-30 collapse. 



CHAPTER 2 

A GENERAL VIEW OF INDUSTRY 

1. AVERAGE FIGURES FOR ALL CORPORATIONS 

IN YEARS of prosperity American industry in the aggregate, 
as represented by all Manufacturing, Trading, Financial 
and Mining corporations, earns a net return of approxi
mately 7 per cent upon the t'Wital invested by its owners. 
This is just an average figure. It includes both the rela
tively profitable and unprofitable industries, the successful 
and unsuccessful corporations; the large and small enter
prises. These several classes of industries and enterprises 
vary substantially in profitableness among themselves. What 
percentage of the corporations, what proportion of the 
separate industries, and what part of the total capital in
vested, earn profits at rates higher or lower than the aver
age level will appear later. But for the moment, we may 
fasten our attention upon the general figures. 

The average of 7 per cent presented is for the net return 
UpO!l what may be termed 'entrepreneurial capital'. The net 
return includes both operating and non-operating income, 
after deducting all charges other than Federal income taxes, 
while the investment figure is the combined capital "stock 
and surplus of the corporations in question.' Upon 'total 
capital', including under that head not only the sharehold-

1 See Ch. 45 for a discussion of the meaning of book or stated capital 
figures, broadly viewed for indultry and industrial groups at large. 

[49] 
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ers' equity in the enterprise, but aU of its funded debt as 
well, the return is fractionally lower, but still approximates 
7 per cent. Throughout this volume the first investment 
concept, that of entrepreneurial capital, is termed capital
ization, while the second concept, that of capital stock, sur
plus, and funded debt as well, is termed to"tal capital. In 
correspondence with these two concepts of investment are 
the two concepts of earnings: net income, in an entrepre
neurial sense, the return after all charges; total profits, in a 
more inclusive sense, the return before the subtraction of 
interest payments upon permanent but borrowed capital. 

The data for both types of net return, for all corpora
tions in Manufacturing, Trade, Finance and Mining com
bined, for the years 1924-28, are presented in Table 1.' 

TABLE 1 

ESTIMATED EARNINGS RATES, ALL CORPORATIONS IN MANU
FACTURING, TRADE, FINANCE AND MINING, 1924-28 

(before and after Federal income tax) • 

Percentage income to capitalization 
b40rl tax 
after tax 

Percentage profit to total capital 
b4()r~ tax 
after tax 

Number of corporations 

1924 1925 1926 

6.0 
5.2 

5.9 
5.2 

7.8 
6.8 

1.5 
6.6 

7.4 
6.4 

7.2 
6.4 

1927 1928 

6.5 7.6 
5.7 6.7 

6.4 7.3 
5.6 6.6 

315,340 333,372 355,634 345.212 359.992 

1 See Appendix A fO,r method of computatioD, and Appendix Table 1 for 
absolute figures. 

The absolute figures on which the percentages are based 
are not given here in detail, but appear in Appendix B. 
The net income figures for all corporations in the four divi-

:I This table, 8!11 well as Tables 3 and 4, is based upon data taken from 
Slatislics 0/ Income (Bureau of Internal Revenue), adjusted as described in 
Appendix A. See Ch. 46 for a discussion of the character of that publicatioD 
as a source for industrial earnings data, broadly viewed. 
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sions run from a little over live billion dollars in 1924 to a 
little over eight billion in 1928, whereas the capitalization 
ligures show an aggregate investment of about 86 billion 
in 1924 and 108 billion in 1928. 

It will be observed that the variation between different 
years, for either series during the period 1924-28, is but 
slight. But in years of deep depression such as 1921 or 
1931 this general average return falls considerably below 
7 per cent. For 1921, in the Manufacturing division it may 
be estimated at approximately 2 y. per cent, and for 1931, 
at about 2}1 per cent.' 

2. A TEN·YEAR SERIES FOR LARGE CORPORATIONS 

What, however, is the aggregate return over a continu
ous period long enough to include several good and bad 
years alike? In other words, what does industry earn during 
an eight- or ten-year succession of cyclical fluctuations? For 
this purpose no series of comparable ligures that includes 
data for all American corporations in Manufacturing, 
Trade, Finance and Mining is available; but we do have a 
comprehensive and typical sample for the larger enterprises. 
The records of 3,144 companies that were engaged in 
business continuously from the beginning of 1919 to the 
end of 1928 comprise this series. Their capitalization, in 
most years of the period, amounts to more than 22 billioq 
dollars, their net income to more than two and one-half 
billion. Including funded debt, their aggregate capital 
amounted to about 28 billion in 1924 and to over 35 billion 
in 1928.' 

• These estimates are explained in Appendix A . 
.. As to the size of these companies, more specifically, it may be said that 

the lower dedi for the array of total capitals in 1927, in the Manufacturing 
division, was about $SOO,OOO, while the median was about $2,000,000 (see 
Ch.43). 
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The combined return of these large corporations, for the 
entire ten-year period, all gains and losses in good and bad 
years alike included, aggregated 10.5 per cent upon their 
combined capitalizations.' The three thousand odd corpo
rations in question, to be sure, constitute but a small frac
tion of the total number of enterprises in the country, but 
their capitalization comprises approximately one-third of 
the entire corporate investment in the four broad industrial 
divisions that they represent. The series, as has been said, 
contains identical corporations throughout the ten-year 
period.' 

In every year from 1922 through 1928 these corpora
tions earned an aggregate net income of from 9.6 to 11.5 
per cent upon capitalization. Upon total capital the return 
for 1924--28 ran between 9.2 and 10.9 per cent. Further 
details are given in Table 2. Basic data for this and similar 
tables are given in Appendix B. 

3. AVERAGE FIGURES BY INDUSTRIAL DIVISIONS 

For both the larger and the smaller groups of corpo
rations discussed, however, the percentages of return vary 
among the four broad industrial divisions, Manufacturing, 
Trade, Finance and Mining. The general average ratio of 

'This hi a weighted average) in !fevera) senses: (1) it is automatically 
weighted by the respective sizes of the several firms' capitals (as it would 
have to be in order to ascertain the aggregate return upon the entire capital 
of industry as a whole) j (2) it is unavoidably weighted by the trend of 
investment growth from year to year; (3) it is deliberately weighted by 
giving to both the investment and income figures for Manufacture, Trade, 
Finance and Mining, respectively, the same relative importance (in combin
ing the sample data for these four divisions) as the investment figures of 
each bear to one another, in the actual data for the country as a whole, in 
yean in which actual data are available. For amplification and a discussion 
of method lee Appendix A . 

• The investment figure given is for 1926. The lentire corporate investment' 
figure is derived as explained in Appendix A. See Ch. 43 for a discus9ion of 
the 'representativeneu' of these 3,144 corporatioDs in this and other years. 
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TABLE 2 
EARNINGS RATES, 3,144· CORPORATIONS IN MANUFACTURING, 

TRADE, FINAINCE AND MINING, 1919-28 AND 1924-28 

(before anti after Federal income ta,,) , 

1919 1920 1921 1922 1923 
Percentage income to capitalization 

before 'u 17.1 11.6 4.4 10.6 10.9 
"iter 'u 12.8 9.3 3.4 . 9.6 9.8 

1924 1925 1926 1921 1928 
Percentage income to capitalization 

lu/orl ttu 9.6 11.3 11.5 9.8 10.7 
alur tlU 8.6 10.0 10.2 8.7 9.6 

Percentage profit to total capital 
before tu 9.2 10.7 10.9 9.4 10.2 
(lft" tu 8.3 9.6 9.7 8.4 9.2 

1 Absolute Sguree in Appendix Table Z. 

net income to capitalization for all corporations in all divi
sions stands, as has been said, at around 7 per cent during 
the years 1924-28. But the Manufacturing division, which 
possesses roughly half of the four divisions' aggregate 
capitalization, runs close to 9 per cent in three of these five 
years_ The eight to twelve billions of entrepreneurial capi
tal invested in Mining, on the other hand, earn far less 
than in the general average-in only one year of the five 
is a return of more than 3 per cent shown.' In part, this 
low return is the result of large depletion charges which il), 
the nature of the case are merely accounting and engineering 
estimates of the rates at which resources below the earth's 
surface are being exhausted. But to some extent also, the 
earnings rates of the Mining division are low for other 

• It .hould, however, be noted that by DO means all mining acti~ity i. in~ 
eluded under 'Mining' in these data, as 111any large mining properties afC 
wholly or partly owned by industrial concerns classified under 'Manufactur
ing'. See Ch. 8, scc, 4 for the pertinent data relating to the extent of lucb 
ownership, a. evidenced by depletion charges. 
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reasons-are 'really' lower than those which prevail in 
Manufacturing, Trade and Finance (see Ch. 25). 

In Finance and Trading, on the whole, the rate of return 
IS around 6 or 7 per cent. Table 3 gives the detailed data. 

TABLE 3 
ESTIMATED EARNINGS RATES, ALL CORPORATIONS BY 

INDUSTRIAL DIVISIONS, 1924-28 

(before and after Federal income tlU)' 

Man./aduriIl9 
1924 1925 1926 1927 1928 

Percentage income to capitalization 
',/ou lIZ" 7.8 8.8 8.7 7.2 8.7 
a/l~r tax 6.7 7.6 7.5 6.2 7.6 

Percentage profit to total capital 
be/ore taz 7.6 8.5 8.4 7.1 8.3 
a/ler tax 6.6 7.5 7.4 6.1 7.4 

Number of corporations 86,803 88,674 93,244 89,816 91,573 

Trade 
Percentage income to capitalization 

be/ore tax 7.1 8.5 7.1 6.6 7.3 
11ft" tax 6.1 7.3 6.0 5.5 6.4 

Percentage -profit to total capital 
lu!o,.e lax 7.1 8.2 7.0 6.5 7.2 
afu,. 'lIZ 6.1 7.2 6.0 5.5 6.3 

Number of corporations 105,323 109,588 112,705 119,678 126,347 

Fi"a1fu 
Percentage income to capitalization 

1"lore 'lIZ 5.5 8.0 6.8 6.9 7.5 
(J/ter'lIZ 5.0 7.2 6.1 6.3 6.9 

Percentage profit to total capital 
lufore IdX 5.5 7.5 6.5 6.7 7.1 
Glut' tax 5.1 6.9 6.0 6.1 6.6 

Number of corporations 104,761 115,947 13M3! 122,682 129,139 

Mini"g 
Percentage income to capitalization 

6,/.re ltu: -<1.1 2.7 3.5 U 2.3 
afur 'lIZ -<1.3 2.2 2.9 0.7 1.8 

Percentage profit to total capital 
',/ore tax 0.7 2.9 3.7 1.5 2.6 
after tax 0.5 2.6 3.2 1.2 2.2 

Number of corporations 18,453 19,163 19,252 13,036 12,933 

I See Chapter 43 for description of method. 
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The aggregate capitalization of the Finance division is 
from 21 to 33 billion dollars in the years 1924-28, while 
the entrepreneurial investment in Trade is from 12 to 14 
billion. 

.. 
z 
w 
U 
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w 

The immediately foregoing figures are for the inclusive 

CHART 1 

PERCENTAGE or NET INCOME TO CAPITALIZATION, 
3,144 CORPORATIONS BY INDUSTRIAL DIVISIONS, 1919-28 .. 
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group: all of the country's corporations in the four fields 
in question, for the five years 1924-28. But for the 3,144 
companies representing large-scale industry, we again have 
a ten-year series, running from 1919 through 1928. These 
data are presented in Table 4 and Chart 1. Here the Manu
facturing division earns from 10 to 12 per cent in most 



TABLE 4 .--. 
'" EARNINGS RATES, 3,144 CORPORATIONS BY INDUSTRIAL DIVISIONS, 1919-28 and 1924-28 '" '-' 

(beID" dnd afttr Ftderal income tax) 

Percentage income to capitalization 
1919 1920 1921 1922 1921 19U 1925 1926 1927 1928 

Manufacturin,: 2,016 corporations 
before lax 18.3 12.3 2.9 10.2 11.2 10.0 12.1 12.4 9,5 11.0 
afttr lax 13.1 9.6 1.9 9.1 10.0 8.9 10.7 11.0 8.4 9.8 

Trade: 6M corporations 
be/ore tu 24.2 11.4 6.6 14.9 15.4 13.4 14.0 13.6 13.1 12.3 
after lax 17.1 8.6 4.9 13.3 13.7 11.8 12.2 11.8 11.4 10.9 

Fina1ue: 116 corporalionl 
be/ore la;e 15.0 12.6 7.8 12.2 9.8 10.2 10.8 10.4 10.2 10.4 
a/t" tax 13.2 10.9 7.0 1!.3. 9.2 9.4 9.8 9.S 9.3 9.S 

Mining: 88 (Or/Mral;tUli 
before lax 4,5 6.0 .9 2.9 S.1 3.7 5.4 6.4 S.1 7.9 ~ 

after tax 3.8 4.7 .S 2.5 4.6 3.2 4.8 5.7 4,5 7.2 Z 
t;I 

M anujacturing Percentage profit to total capital c: 
before ttlX 9.5 11.4 11.7 9.0 10.4 en 

>oj 
alter tall 8.S 10.2 10.4 8.0 9.3 1>0 

Trade ~ 

b40re tax 13.0 13.4 13.1 12.6 11.7 > 
after taJt 11.4 11.7 11.4 11.0 10.5 t"' 

FinaJIu .. 
be/ore talt 9.9 10.3 10.1 10.0 9.9 1>0 
after talt 9.2 9.4 9.3 9.1 9.l 0 

Mining "'l 
befor, tax 3.9 5.3 6.2 5.1 7,5 ~ 

>i 
a/leT la" 3.5 4.8 S.6 4.S 6.9 en 
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good years, Trade from 13 to 15 per cent, Finance about 
10 per cent, and Mining 3 to 6 per cent. 

Of especial interest in connection with the ten-year record 
of these large corporations is the aggregate result for each 
division over the entire period. This 'year-in-year-out' ratio 
of net income to capitalization for Manufacturing is 10.8 
per cent, for Trade, 13.6 Ptr cent, for Finance, 10.7 per 
cent, and for Mining, 4.9 per cent. 

4. EARNINGS OF CORPORATIONS WITH NET INCOMES 

For all of the country's corporations from 1924 through 
1928, and for our 3,144 large corporations from 1919 
through 1928, the average rates of earnings just discussed 
include the losses of the unsuccessful, subtracted from the 
gains of the successful. But in a competitive system of in
dustry the number of corporations failing to earn net in
comes in some years is almost as large as that with net 
incomes." This is not to say that the total losses by any 
means equal the gains-or the aggregate rate of return on 
capital would o~ourse be nil. Nor is it to say that either 
half the gross business done, or half the capital employed, 
fails to retain a 'net'.' It remains true, however, that the 
inclusion of data for the 'no net' firms with those for the 
'with net' corporations greatly lowers the general ~gure, 
and that the rate of return as thus compiled is, like most 
broad arithmetic averages of this type, a somewhat abstract 
datum. For these reasons it is of interest to examine 
separately the higher rates of return which prevail for the 
corporations that do earn net incomes . 

• More accurately, in prosperous years about two-fifths of the corporationa 
. engaged in competitive industry fail to return a net, at least as defined for 

purposes of the Federal income taJ: (see Ch. 43) . 
• See Ch. 43 and 47 for a discussion of these two points. 
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In all four divisions combined the country's entire group 
of something over 200,000 corporations with net incomes 
earns, in prosperous years, about 11 per cent instead of 7 
per cent upon capitalization. In each division the figure in 
round numbers is as follows: Manufacturing, 12 per cent 
instead of 9; Trade, 12 per cent instead of 7; Finance, 11 
per cent instead of 7; Mining, 7 to 10 per cent instead of 
2 or 3." Details appear in Tables 5 and 6. 

TABLB 5 
ESTIMATED EARNINGS RATES, ALL CORPORATIONS WITH NET 

INCOMES IN MANUFACTURING, TRADE, FINANCE AND 
MINING, 192 ..... 28 

(be/Or< and a/ler Federal income lax) , 

1926 1927 1928 
Percentage income to capitalization 

b~/ore tax 
a/llr tax 

Percentage profit to total capital 
be/ore tax 
after tax 

Number of corporations 

11.8 
10.s 

11.2 
10.0 

209,322 

10.7 
9.6 

10.2 
9.2 

11.4 
10.3 

10.7 
9.8 

220,250 

! See Chapter 43 for description of the method. Absolute figures in Ap
pendix Table 3. 

TABLB 6 
ESTIMATED EARNINGS RATES, ALL CORPORATIONS WITH NET 

INCOMES IN 'MANUFACTURING, TRADE, FINANCE AND 
MINING, BY INDUSTRIAL DIVISIONS, 192 ..... 28 

(be/ore and a/ler Federal income lax)' 

Md"u/ad"ri"g 
Percentage income to capitalization 

belo" tru 
after tax 

1926 1927 1928 

12.3 
10.9 

1M 
9.7 

12.0 
10.7 

to The data for Mining fluctuate hom year to year. It again is to be 
recalled that much mining activity is classed under manufacturing, as stated 
in Cb. 8, sec. 4. 
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TABLE 6 (continued) 

ESTIMATED EARNINGS RATES (be/ore and a/ltr Federal income tax)' 

Percentage profit to total capital 
6e/ore ttIX 
afte, tdJt 

Number of corpontioDs 

Trade 
Percentage income to capitalization 

b~/ort 1(1% 

aftn t" 
Percentage profit to total capital 

Number of corpOl'3tioDS 

Fi"a1tu 

before lax 
aft" IIU 

Percentage income to capitalization 
before taJt 
aluT tax 

Percentage profit to total capital 

N umber of corporationl 

Mini., 

be/ore tax 
after Ira 

Percentage income to capitalization 
before tax 
alUT taz 

Percentage profit to total capital 

Number gf corporations 

lufor"ax 
dfttr taJt 

1926 

11.8 
10.4 

55,094 

11.8 
10.4 

11.5 
10.2 

71,403 

11.0 
10.1 

10.1 
9.4 

76,819 

10.2 
9.1 

9.8 
8.1 

6,006 

1 See Chapter 43 for description of the method. 

1927 

10.5 
9.3 

53,620 

11.2 
9.9 

10.9 
9.7 

74,747 

10.9 
10.0 

10.0 
9.3 

78,100 

7.4-
6.6 

7.2 
6.5 

5,232 

1928 

11.4 
10.2 

55,007 

11.7 
10.7 

11.3 
10.3 

79,745 

11.0 
lo.t 

10.1 
9.4 

80,315 

7.8 
7.1 

7.5 
6.9 

5,183 

A ten-year series for these same data is desirable, but is 
available only upon the basis of a sample representing cor
porations with absolute net incom.es of over $2,000, and in 
the Manufacturing division only.11 This series is shown in 

U Teo-year series for corporations with net incomes in Trade. Finance and 
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Table 7. In all years except 1919 and 1921 the return is 
around 12 per cent. For the entire ten years aggregated it 
is 12.3 per cent. 

TABLB 7 
EARNINGS RATES, MANUFACTURING CORPORATIONS WITH 

NET INCOMES OF OVER $2,000, 1919-28' 

(before Federal income til") 

PER.CENTAGB INCOMB 
YEAI. TO CAPITALIZATION 

1919 19.1 
1920 13.8 
1921 7.8 
1922 11.4-
1923 12.2 
1924 10.7 
1925 12.5 
1926 12.9 
1927 10.9 
1928 12.2 

I Absolute figures in Appendix Table 4. The number of corporatioDs 
varies in different years as explained in Chapter 43. 

5. FREQUENCY DISTRIBUTIONS OF INDiVIDUAL 

EARNINGS RATES 

But all of the general data given thus far remain arith
metic means. They are weighted, to be sure, by the relative 
preponderance of capital and income prevailing between 
the several divisions, but they are still simply general aver
ages. For numerous purposes far more precise information 
concerning the typical earnings of corporate enterprise is 
supplied by ranges, medians and other measures of the dis
tribution of individual earnings rates among the multitude 

Mining are shown in Ch. 21-26, but only for large corporatioDs. In the 
Beriel!ll presented in Table 7 sample figures for large and small corporations 
are combined into a weighted average, al explained in Appendix A. 
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of corporations which make up this general or composite 
picture; and we may now present in summary form these 
estimated frequency distributions," 

Take first the distribution for Manufacturing. About 
half of the 53,000 manufacturing corporations in the United 
States that enjoyed net incomes in 1925, 1926 or 1928 
earned profits at individual rates of over 10 per cent upon 
their invested capitals. The lower fourth of ·these 53,000 
companies earned under 5 per cent; the upper fourth, over 
18 per cent. The figures hold about equally well for each of 
the three prosE.erous years in question, .1925, 1926 and 
1928; and they are not greatly different even for 1927. 

To recapitulate, in prosperous years the arithmetic mean 
return for all Manufacturing corporations is about 9 per 
cent, while for those 'with net' it is about 12 per cent. Of 
the concerns with net incomes, half earn over 10 per cent, 
while one-fourth earn over 18 per cent. The interquartile 
range 13 runs from 5 to 18 per cent. In absolute terms, about 
27,000 manufacturing corporations earn over 10 per cent, 
13,000 earn over 18 per cent, 5,000 earn over 30 per cent, 
but only 2,500 earn over 40 per cent. Further information 

11 Those for Manufacture and Trade have been developed upon the basis 
of data compiled from a total of 80me 25,000 individual corporate records 
in the four years 1925-28; that is to say, about 4,000 manufacturing and 
2,000 trading corporatioDs are included in the original samples of those 
divisioDs in each year. The final distributions are estimates in the sense 
that the frequencies of the original samples have been expanded or 
'stepped up' to represent the entire group or 'univene' of the countrys cor
poratioDs with net incomes in the case of Manufacturing, and the entire 
group of Trading c:>rporations with net incomes of over $2,000. The 
results, however, both in absolute and percentage terms, are probably 
subject to rather slight margins of error. See Ch. 43 for a full explana~ 
tion of the 'stepping up' method employed. The distributions for Finance 
and Mining are less comprehensive; they represent only large corpora
tions and are presented in their simple form-that is to say, no 'stepping 
up' of the frequencies is attempted. 

JI That is the distance or spread between the two figures ('quartilea') 
standing one-fourth of the way up or down from the to-p and bottom of 
the list respectively. 
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is given in Table 8, which shows the distributions of the 
absolute figures in detail, while Chart 2 presents them in 
the form of a block diagram. 

CHART 2 
rREQUENCY DISTRIBUTIONS or EARNING RATES. 

ALL MANurACTURING CORPORATIONS WITH NET INCOMES. 1925-1928 

For Trade similar data are not available for all 'with 
net' corporations, but only for those with incomes over 
$2,000. For this group the lower quartile is regularly 8 
per cent, the median is 13 per cent, and the upper quartile, 
in each year, either 20 or 21 per cent. To make possible a 
valid comparison of Trading with Manufacturing, the 
Manufacturing distribution has been recomputed so as also 
to include only corporations with net incomes of over $2,-
000. When this is done, the three quartiles become almost 
exactly the same as those for Trade: 8 per cent, 13 per 



TABLB 8 > 
FREQUENCY DISTRIBUTIONS OF EARNINGS RATES, MANU- el 
FACTURING CORPORATIONS WITH NET INCOMES, 1925-28 t>I 

(A) ABSOLUTE NUMBER OF CORPORATIONS SHOWING (B) PERCENTAGB OF CORPORATIONS SHOWING 
Z 
t>I 

GIVEN RATES OF PROFIT GIVBN RATES OF PROFIT ,. 
c~ c~ fil~ c~ > 

~::! ~> ~~ ~e ~S! " ill ~e t'" c< !( i '" . ~d 
c< .. ~ c< 

~O <il!~ ~O <~~ ~d <lZ~ ~~~ ~~lZ ~ ~ 
5~:! <: z'" "~lZ z'" liPl < z'" "ulZ z '" -~~ :Soj ~u ~u ~u< {j~ Su< u< ,,"0 u< ",,~ B~O t>I 

=~ "~u =. u~ :. 8;U = " u" :!l PERCENTAGE ~i!! ~" ~i!! u" ~i!! ~i!! u" <" <" <" PROFIT TO 
TOTAL CAPITAL 1925 1926 1927 1928 1925 1926 1927 1928 0 

Under 5 12,915 14,H2 15,204 13,920 24.2 U.2 26.6 26.6 29.2 29.2 25.7 25.7 ." 
5 to 9 12,240 12,575 12,0!0 12,572 2!.0 47.2 2!.! 49.9 2!.1 52.! 2!.2 48.9 -10 to 14 9,255 9,26! 9,216 10,184 17.4 64.6 17.1 67.0 17.7 70.0 18.8 67.7 Z 

IS to 19 6,401 6,318 5,346 6,176 12.0 76.6 11.7 78.7 10.! 80.! 11.4 79.1 t:I 
20 to 24 4,309 4,201 3,527 3,908 8.1 84.7 7.8 86.5 6.8 87.1 7.2 86.! c::: 
25 to 29 2,874 2,138 2,104 2,040 5.4 90.1 4.0 90.5 4.0 91.1 !.8 90.1 en 
30 to 34 1,823 1,429 1,628 1,428 3.4 93.5 2.6 93.1 !.I 94.2 2.6 92.7 ..; 
3S to 39 867 1,087 890 1,052 1.6 95.1 2.0 95.1 1.7 95.9 2.0 94.7 

,. 
40 to 44 74! 767 648 596 1.4 96.5 1.4 96.5 1.2 91.1 1.1 95.8 >< 
4S to 49 485 469 492 428 .9 97.4 .9 97.4 .9 98.0 .8 96.6 
50 to 54 353 224 217 500 .7 98.1 .4 97.8 .4 98.4 .9 97.S 
S5 to 59 203 283 209 220 .4 98.S .5 98.3 .4 98.8 .4 97.9 
60 to 64 99 113 133 288 .2 98.7 .2 98.5 .3 99.1 .s 98.4 
6S to 69 92 136 166 136 .2 98.9 .3 98.8 .3 99.4 .3 98.7 
70 to 74 65 133 40 104 .1 99.0 .2 99.0 .1 99.5 ,2 98.9 
75 and over 533 532 301 620 1.0 100.0 1.0 100.0 .5 100.0 1.1 100.0 ....., 

Total number of 0\ 
W corporations .53,257 ·54,020 52,151 54,172 '--' 
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cent (median) and 21 per cent respectively. Further details 
are afforded by Tables 9 and 10. 

TABLE 9 
FREQUENCY DISTRIBUTIONS OF EARNINGS RATES, TRADING 

CORPORA,TIONS WITH NET INCOMES OF OVER $2,000, 1925-28 
(A) ABSOLUTB NUMBER OF CORPORATIONS SHOWING GIVEN RATES 

OF PROFIT 

PERCENTAGE • 

PROFIT TO 
TOTAL CAPITAL 1925 1926 1927 1928 

Under 5 3,000 3,010 3,080 3,160 
5 to 9 8,205 7,710 9,420 7,465 

10 to 14 7,860 6,800 7,380 6,635 
IS to 19 5,100 4,035 4,680 4,400 
20 to 24 2,855 2,655 2,715 3,100 
25 to 29 1,835 1,270 1,570 1,380 
30 to 34 1,045 1,3lS 1,175 1,060 
55 to 39 740 865 750 800 
40 t9 44 715 450 365 480 
45 to 49 440 425 300 290 
50 to 54 240 370 260 260 
55 to 59 160 260 185 245 
60 to 64 200 65 200 280 
65 to 69 180 65 80 100 
70 to 74 100 80 80 60 
75 and over 450 425 580 280 

Total number of corporations 33,125 29,800 32,820 29,995 

(B) PERCENTAGE OF CORPORATIONS SHOWING GIVBN RATBS OF PROFIT 

• c .. .. II c .. .. ~ 13~ .. ~ e= ~:! 1!~ ~< "> 
~d <!- ~d !;:::t ~d !(=: ~d <iI:! ~ .. Stl:ll S~:& S"= i:ii5 :>8 11 z= z= z= 

hii .. " ~,,< "u ~u< "u ~8< u< "< BSld u< Bild u< §;D ii!" ~" ii!" .... u .. .. . 
.PERCENTAGE .. ~ ~= .. ~ u" .. ~ u" "i!l PROFIT TO <= <= <'" 

TOTAL CAPITAL 1925 1926 1927 1928 
Under 5 9.1 9.1 10.1 10.1 9.4 9.4 10.5 10.5 
5 to 9 24.8 33.9 25.9 36.0 28.7 38.1 24.9 35.4 

10 to 14 23.7 57.6 22.8 58.8 22.5 60.6 22.1 57.5 
IS to 19 15.4 73.0 13.5 72.3 14.2 74.8 14.7 72.2 
20 to 24 8.6 81.6 8.9 81.2 8.3 83.1 10.3 82.5 
25 to 29 5.5 87.1 4.3 85.5 4.8 87.9 4.6 87.1 
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TABLB 9 (continued) 

(B) PBRCBNTAGB OF CORPORATIONS SHOWING GIVBN RATBS OF PROFIT 

• =~ ~iI! =~ 
m 

=~ ~~ =~ 
~3 ~~.., ~j ~ .. ~~ 55;. ~~., !(;;.., ~o 

c~ 

~u <.~ ~u ~:: ~w~ 
~u ~mw 55~ "'" "u~ "'" ;::,5~ .. '" .. " "u~ ~u ~u< ~u ~u< ~ ... ~u< Wu ~u< u< e5!d u< ",,~ u< ead u< ,,"'" ::lw ::l~ u·u ::lw ::lw u·u 

PERCENTAGE "i!! u~ "i!! u~ "i!i u~ "i!! u~ 
<~ <~ <~ <~ 

PROFIT TO 
TOTAL CAPITAL 1925 1926 1927 1928 

30 to 34 3.2 90.3 4.4 89.9 3.6 91.5 3.5 90.6 
35 to 39 2.2 92.5 2.9 92.8 2.3 93.8 2.7 93.3 
40 to 44 2.2 94.7 1.5 94.3 1.1 94.9 1.6 94.9 
45 to 49 1.3 96.0 1.4 95.7 .9 95.8 1.0 95.9 
50 to S4 .7 96.7 1.3 97.0 .8 96.6 .9 96.8 
55 to 59 .5 97.2 .9 97.9 .6 97.2 .8 97.6 
60 to 64- .6 97.8 .2 98.1 .6 97.8 .9 98.5 
6S to 69 .5 98.J .2 98.3 .2 98.0 .3 98.8 
10 to 74 .3 98.6 .3 98.6 .2 98.2 .2 99.0 
75 aDd over 1.4 100.0 1.4 100.0 1.8 100.0 1.0 100.0 

TABLB 10 
FREQUENCY DISTRIBUTIONS OF EARNINGS RATES, MANUFAC· 

TURING CORPORATIONS WITH NET INCOMES OF OVER 
$2,000, 1925-28 

(A) ABSOLUTB NUMBER OF CORPORATIONS SHOWING GIVEN RATES 
OF PROFIT 

PERCENTAGe 
PROFIT TO 

TOTAL CAPITAL 1925 1926 1927 1928 
Under 5 3,412 4,388 4,804 4,944 
Sto 9 8,155 8,561 8,580 8,220 

10 to 14 7,664 7,625 7,616 8,\84 
15 to 19 5,756 5,310 4,696 5,312 
20 to 24 ',922 3,697 3,052 3,412 
2S to 29 2,358 1,796 l,8M 1,672 
30 to 34 1,608 1,267 1,428 1,140 
35 to 39 824 907 740 892 
40 to 44 614 677 548 500 
4S to 49 356 4n 392 412 
SO to 54 353 \88 192 420 
SS to S9 203 229 \84 188 
60 to 64- 99 77 108 288 
6S to 69 92 118 116 104 
70 to 74 65 115 40 88 
75 and over 918 488 276 524 
Total Dumber of corporatioD. S5,799 35,876 34,576 36,300 
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TABLE 10 (continued) 

(B) PERCENTAGE OF CORPORATIONS SHOWING GIVEN RATES OF PROFIT 

PERCENTAGE 
PROFIT TO 

TOTAL CAPITAL 

Under 5 
5 to 9 

10 to 14 
15 to 19 
20 to 24-
25 to 29 
30 to 34 
3S to 39 
40 to 44 
4S to 49 
SO to S4 
SS to S9 
60 to 64 
6S to 69 
70 to 74 
75 and over 

1925 
9.5 9.5 

22.8 32.3 
21.4 53.7 
16.1 69.8 
10.9 80.7 
6.6 87.3 
4.5 91.8 
2.3 94.1 
1.7 95.8 
1.0 96.8 
1.0 97.8 
.6 98.4 
.3 98.7 
.2 98.9 
.2 99.1 
.9 100.0 

1926 
12.2 12.2 
23.9 36.1 
21.3 57.4 
14.8 72.2 
10.3 82.5 

5.0 87.5 
3.5 91.0 
2.5 93.5 
I.9 95.4 
1.2 96.6 
.5 97.1 
.7 97.8 
.2 98.0 
.3 98.3 
.3 98.6 

1.4 100.0 

1927 
13.9 13.9 
24.9 38.7 
22.0 60.7 
13.6 74.3 

8.8 83.1 
5.2 88.3 
4.2 n.5 
2.1 94.6 
1.6 96.2 
1.1 97.3 
.6 97.9 
.6 98.5 
.3 98.8 
.3 99.1 
.1 99.2 
.8 100.0 

1928 
13.6 13.6 
22.7 36.3 
22.6 58.9 
14.6 73.5 

9.4 82.9 
4.6 87.5 
3.1 90.6 
2.5 93.1 
1.4 94.5 
1.1 95.6 
1.2 96.8 
.5 97.3 
.8 98.1 
.3 98.4 
.2 98.6 

1.4 100.0 

For Finance and Mining sample data relating only to 
large corporations" are available. The quartiles for Fi
nance, in each year of the period 1925-28, are approxi
mately as follows: 7 per cent; 11 per cent (median); 14 
per cent. For Mining they run (varying in different years) 
5 to 7 per cent; 11 to 13 per cent (median); and 17 to 21 
per cent." 

The several quartiles just enumerated pertain to the 
groups of corporations earning net incomes only, or to 

"Those of the 3,144 corporations se-Ties for which arithmetic avera~es 
were previously presented. There are only 344 Financial and 112 Mining 
corporations in these two distributions (that is, in 1925; in other years some 
slight variation from these numbers occurs). 

1CI The complete distributioDs are given in Ch. 26 and 25. 
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parts of those groups. But it is, of course, to be remembered 
that in all instances these groups comprise only a portion 
of the total number of corporations if those with net losses 
as well as net incomes are considered. To facilitate the 
analysis of similar frequencies for 'all corporations', in this 
inclusive sense, Table 11 repeats the quartiles for Manu
facturing and then gives in parallel columns these c;1ata con
verted into percentiles, for the 'with net' group alone and 

TABLE 11 

PERCENTAGES OF MANUFACTURING CORPORATIONS EARNING 
LESS THAN GIVEN RATES OF PROFIT UPON CAPITAL, 1925-28' 

RATE OF PROFIT 

UPON CAPITAL 

PERCENTAGE OF COR

PORATIONS WITH 

NET INCOMES 

1925 
5.17')1, 25 

10.80')1, 50 
19.33')1, 75 

Total number of corporations 53,527 

1926 
4.71')1, 25 

10.05% 50 
18.43,),. 75 

Total number of corporations 54,020 

1927 
4.29% 25 
9.52% 50 

17.49% .75 
Total Dumber of corporations 52,151 

1928 
4.87% 25 

10.29')1, 50 
18.20% 75 

Total number of corporations 54,172 

PERCENTAGE OF ALL 

CORPORATIONS 

54.7 
69.8 
84.8 

88,674 

56.5 
71.0 
85.5 

93,244 

56.4 
71.0 
85.5 

89,816 

55.6 
70.4 
85.2 

91,S73 

I The 'given rates of profit' are in each year the first, second and third 
quartile. for tbe distribution of the corporations with net incomes. 
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for 'all corporations'. The last column of the table shows, 
in other words, the proportions of all corporations earning 
either losses or net incomes at rates lower than the quartile 
figures for the 'with net' group. 

This analysis-taking all corporations, whether they 
earned net incomes or not-shows that about two-fifths of 
the 90,000 companies engaged in Manufacturing suffer 
losses" in prosperous years such as 1925, 1926, 1927 and 
1928. About one-half, including the two-fifths just men
tioned, earn under 5 per cent. Nearly one-third of the total 
number earn over 10 per cent; but only about one-sixth earn 
over 18 per cent. Unfortunately, similar analyses cannot be 
made with any great exactness for Trade, Finance or Min
Ing. 

6. SUMMARY 

In years of prosperity all corporations in Manufacture, 
~rade, Finance and Mining average a total net income of 
7 per cent upon their capitalization. In years of severe de· 
pression this falls as low as two or two and one-half per 
cent. The larger corporations, those with capitals of over 
$500,000" earn from 9 to 11 per cent in prosperous years. 

1G These, it should be remarked, are losses as SbOWD io, and allowed by, 
Federal income tax schedules i that is to say, the Dumber of Manufacturing 
corporations showing no net incomes is taken from Statistio of Income (Bu
reau of Internal Revenue) and is then combined with the expanded data of 
our several samples of corporations with positive total net incomes to yield 
the dispersion measurements (percentiles) for the entire universe, as shown 
in Table 11. The term 4net income' as here applied to the corporation. 
showing losses is taxa"l,. ,ut incoml!, whereas applied to the corporations 
of our sample data it is t&tal 11ft income. In the main, however, and for 
the purpose at hand, the difference is Dot appreciable; see Ch. 43 for a fun 
disCUS!liOD of the point. 

17 This figure is approximately the ninth (lowest) decil of the array of 
individual total capital figures for the 2,046 manufacturing companies 
belonging to the 3,144 corporations series in 1927, as stated in note 4; see 
also Ch. 43. 
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In good years and bad alike the aggregate return for this 
group over the ten-year period 1919-28 is 10.5 per cent. 
Of all Manufacturing corporations with net incomes one
quarter earn profits of under 5 per cent upon their indi
vidual capitals in prosperous years; another two-quarters 
earn from 6 to 18 per cent, with a median of 10 per cent; 
while the highest quarter earn over 18 per cent. 



CHAPTER 3 

EARNINGS RATES IN DIFFERENT INDUSTRIES 

1. VARIATION IN PARTICULAR YEARS 

IF ONE takes any single year of the period 1919-28 and 
examines the rates of net income-upon capitalization earned 
by the numerous specific industries into which Manufacture, 
Trade, Finance and Mining can be divided, he finds a sub
stantial variation. The purpose of the present chapter is to 
examine the discrepancies that prevail in individual years 
and to see if they disappear over a period. 

In 1919, a year of pronounced post-War prosperity, the 
average return for the 3,144 Manufacturing, Trading, Fi
nancial and Mining corporations belonging to our ten-year 
series' was 17.7 per cent.' Dividing Manufacture, Trade, 
Finance and Mining, however, into specific individual in
dustries or trades such as Bakery Products, Castings and 
Forgings, or Department Stores, we obtain 73 groups in 
Manufacturing, 22 in Trade, 5 in Finance, and 6 in Min
ing, or 106 separate groups in all. These we may call either 

1 The larger corporations for which average figures were discussed in 
the preceding chapter. 

J This i. Dot precisely equal to the average given in Ch. 2, Table 2. That 
figure, 17.1 per cent, was a deliberately weighted average, applied to the 
sample for the four divisions (see Dote S, Cb. 2). The prescnt average of 
17.7 per cent is weighted only because it is an aggregate, i.e., is weighted 
ooly in the first of the three scnses described in Dote 6. Deliberate weighting 
of the prescot average was avoided because of the mathematical t['calment 
to which data that were compared with it were subjected. 

[70] 
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'industries' or 'minor groups'.' The number of corpora
tions contained in each depends upon the nature of the 
group; it ranges from nine or ten in some groups to 100 or 
more in others.' But in every case, identical corporations 
are classified in the same groups from year to year. Cor
porations with losses as well as those with gains are thus 
included. The classification of industries is given in Table 
12~ . 

Examining the average rates of return in these 106 in
dustries during 1919, we find the median minor group earn
ing 21.2 per cent, as compared with the arithmetic mean 

• In contrast to the broader 'major groups', for example, Food Products, 
Metals or Retail Trade, to which they belong respectively and which are 
discussed in the out chapter • 

.. Three-quarters of the groups, however, contain 16 or more corporations 
each. The complete list is given in Table 12. 

11" toto, of course, these 106 minor groups comprise the 3,144 companies 
series for which general averages were discussed in the preceding chapter. 
See, for qualifications, Ch. 43, 46. 

It will also be Doted in Table 12 that the Dumbering of the groups runs 
from 1 through 111. This is because of the necessity of combining several 
groups into miscellaneous categories in preparing the original Sourt:t-Book 
tables. The numbering scheme of the Souru-Book, however, is retained in 
the present volume, although only 106 separate groups' are available for 
analysis. (For illustration, consult Table 12 where Group 8 does not ap
pear separately but is shown in combination with Group 11, as 'Group 
11-8'.) The original Group 8 was Cane Sugar manufacturing, but the 
sample contained too few corporations to be significant as a separate clani
fication, hence Cane Sugar was thrown into the Miscellaneous Food Products 
catelory. • 

It may here also be observed that in the analysis of these 106 groups, the· 
term 'median industry' or 'median group' is often used because it has a 
less abstract connotation than merely .'the median' or 'median value'. By it 
is meant the industry that stands in the middle of the list when the 106 
groups are arraYl!!d according to their rates of return. To be sure, in an 
array containing an even number of items, such as 106, the mid-point is 
statistically not item S3 or 54 but S3!4:. But with the S3rd industry showing 
a return of perhaps 12.6 per cent and the S4th industry showing a return 
of 12.S, the median is taken as 12.6, which is the value obtained by round
ing off 12.SS per 'iFnt. 

When the upper '. or lower quarter of these 106 industries is discussed, 
reference is to the ~r't 27 industries from the top or bottom of the list and 
Dot to an interpolattd value. 
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TABLE 12 

MINOR GROUP CLASSIFICATION, 3,144. CORPORATIONS, 
SHOWING SIZE OF SAMPLES 

MINOR 
CROUP 

HUMBER 
OP 

CORPO
RAnONa 

M a"uladu"j", 
.1 Bakery products 
2 Flour 
5 Confectionery 
4 Package foods 
S Dairying 
is Canoed good. 
7 Meat packing 
9 Beverages 

10 Tobacco 
11-8 Miscellaneous food 

product. 
12 Cotton spinning 
13 Cotton converting 
14 Cotton weaving 
IS Weaving woolens 
16 Silk weaving 
17 Carpets 
18 Men's clothing 
19 Knit goods 
20 Miscellaneous clothing 
21 Miscellaneous textiles 
22 Boots and shoes 
23 Miscellaneous leather 

products 
24 Rubber products 
25 Lumber manufacture 
26 Planing mills 
27 Millwork 
28 Furniture (noD~metal) 

29 Miscellaneous lumber 
products 

30 Blank paper 
31 Cardboard boxes 
S2 Stationery 
33 Miscellaneous paper 

products 
34 Newspapers and 

periodicals 

17 
32 
21 
19 
26 
16 
23 
11 
23 

27 
12 
18 
49 
31 
17 
18 
25 
42 
23 
54 
25 

29 
26 
64 
26 
17 
55 

28 
35 
33 
20 

23 

20 

MINOR 
""OUP 

36 
37 

38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 

60 
61 
62 
63 
64 
65 
66 
67 
68 

NUMBEI. 
OP 

CORPO
RATIONS 

Book and music publish-
ing 17 

Job printing 46 
Miscellaneous prlDtlDg 

and publishing 17 
Crude chemicals 9 
Paints 42 
Petroleum refining 52 
Proprietary preparations 56 
Toilet preparations 9 
Cleaning preparations 16 
Miscellaneous chemicals 26 
Ceramics 48 
Glass 18 
Portland cement 21 
Miscellaneous stoDe and 

clay products 27 
Casting and forgings 99 
Sbeet metal 20 
Wire and nails 20 
Heating machinery 42 
Electrical machinery 54 
Textile machinery 18 
Printing machinery 12 
Road machinery Z2 
Engine! 11 
Mining machinery 12 
General factory 

machinery 23 
Office machinery 13 
Railway equipment 25 
Motor vehicles 32 
Firearms 11 
Hardware 40 
Tools 30 
Bolts and nuts 15 
Miscellaneous machinery 32 
Non-ferrous metal. 48 
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TABLE 12 (continued) 

MINO.R GROUP CLASSIFICATION 

NUMBER NUMBER 
OF OF 

MINOR. CORPa-. MINOR CORPo--
CROUP llATlONS GROUP RATIONS 

M Gftafad.,.i., (~Q1Jt.) 91 Building material and 
69 Jewelry 24 hardware U 
70 Miscellaneoul metal 92 Paper 18 

products 45 93-85 Miscellaneous wholesale 
71 Scientific instrument. 23 trade 82 
72 Toys 12 Trade-IV no/qall lind Rd4lil 
73 Pianol 11 95 Commission dealers 
74 Miscellancoul epeei.t 96 Coal, wood and fuel 10 

manufacturing 41 97 Hardware 16 
Trade--Rntlil 98 Lumber 11 

75 Automobilet 11 99-95 MiscenaneGus wholesale 
76 Men'l clothing 17 and retail trade 52 
77 DeparbDcnt stores 93 Mi"i", 
78 Drygoodt 27 100 Bituminous coal S! 
79 Furniture 12 101 Gas and oil well. 11 
80 Groceries 14 102 Stone quarrying 9 
81 Jewelry 11 103 Clay, sand and gravel 9 
82 Building material and 104 Metals, various 15 

hardware 27 105 Miscellaneous mining, 
83 Lumber and coal 15 other thaD metal 11 
84 MiscellaDeoul retail Firratlu 

trade 52 106 Savings banks 18 
Tradt-W hoiesal,. 107 Commercial banb 10 

85 Coal, fuel and wood 108 National bank! 105 
86 Drugs 25 109 Trust companies 56 
87 Drygoodl 29 UO Investments, varioul 

"88 Groceries 59 sorts 
89 Hardware 43 111-110 All other finance (ex ... 
90 Importers and exporters 23 cept life insurance) 137 

figure of 17.7 per cent above cited. But some industries 
earn more than 40 per cent, while others earn less than 1 
per cent. The upper quarter of these 106 industries all show 
rates of over 29 per cent; the lowest quarter, under 16 per 
cent. The average departure or 'spread' of. all 106 minor 
groups above or below the median figure is 8.S per cent e-

• The expression 'per cent' is here, of course, used in an absolute, Dot a 
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a spread equal to about two-fifths as much as the median 
itself. In appraising these figures, it is of course to be re
called that 1919 was an exceptionally prosperous year. 

Turn, however, to a year of depression such as 1921. 
The median industry here earns only 7.1 per cent on its 
capitalization. Fifteen groups suffer actual losses. At the 
same time five others earn 20 per cent or more. The actual 
\Oariation, in absolute terms, is Irss than in 1919; the aver
age departure from the median is 5.2 per cent as against 
8.5 per cent. But in relative terms the variation between 
these 106 industries in 1921 is substantially greater than 
in 1919; their average departure of about 5 per cent from 
the median represents an amount two-thirds as large as the 
median figure itself. 

Finally, as a third example, take a prosperous year such 
as 1928. Here the median industry earns 11 per cent. The 
upper quarter earn 14.8 per cent or over; the lower quarter, 

.8.5 per cent or under. The average departure from the 
median is 3.8 per cent, a smaller figure than in either 1919 
or 1921. Even so, it amounts to about one-third of the 
median figure. 

These three distributions of earnings rates, together with 
those for other years, are shown in Chart 3. In no year is 
anything approaching a uniformity of return seen between 
the different industries, although it is true that in the last 

relative, sense. The rate of return upon which attention is fastened in this 
chapter is the percentage of total net income to capitalization. In some 
ways, the rate of total profits to total capital (as these terms are defined 
in Ch. Z and in the Glossary) would be preferable 8S a measure of com
parative earning power. It is not employed in this chapter because our data 
show funded debt figures only for 1924-28, and tcn-year comparison! are 
thus not available in terms other than those of total income upon capitaliza
tion. The two ratios, however, are not very different for the purpose in 
hand. On the close correspondence between them see Table 4, Ch. 2 i aho 
Ch.8. 
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five years of the period the majority (slightly over half) 
of those 106 minor groups earn between 8 and 15 per cent.' 
The earnings rates of each individual industry, for 1921 and 
1928, are given in Table 13." 

TABLE 13 
EARNINGS RATES, 106 MINOR GROUPS IN 1921 AND 1928, .RANGED 
IN ORDER OF PROFITABLENESS FROM THE LOWEST TO THE 

HIGHEST FIGURES 

Trade Groups are Distinguished from Manufacturing by the Letters 
R (Retail), W (Wholesale) or W-R (Wholesale and Retail) 

1921 
PERCENTAGE 
INCOME TO 

CAPITALIZATION 

-12.6 Rubber products 
-12.4 Sheet metals 
-7.0 Meat packing 
-6.6 Miscellaneous leather products 
-5.4 Miscellaneous food products 
-3.1 Tools 
-2.9 Miscellaneous metal products 
-2.7 W-Paper 
-2.6 Miscellaneous machinery 
-2.S Stationery 
-2.3 Metals, varioul 
-1.8 Bolts and outs 
-l.S W-Hardware 
-0.4 Castings and 'forgings 
-0.4 Wire and nails 

O.S Cardboard boxes 
0.9 Beverages 
1.1 Gas and oil wells 
1.4 Miscellaneous R-Trade 

1928 
PERCENTAGE 
INCOME TO 

CAPITALIZATION 

1.3 Rubber products 
1.5 Weaving woolens 
3.4 Railway equipment 
4.5 W-Building material and 

hardware 
4.5 Bituminous coal 
4.6 Meat packing 
4.7 Cotton weaving 
4.7 Silk weaving 
5.1 Miscellaneous leather product! 
5.1 Blank paper 
S.l W-R Lumber 
5.8 Gas and oil wells 
5.9 Pianos 
6.0 Castings and forgings 
6.7 Carpets 
6.8 Lumber manufacture 
6.9 Engines 
7.4 Groceries 

, The shape of the distributions varies somewhat from year to year. al
though in several years a rough approach to symmetry is approximated. 
Whether or DOt a symmetrical pattern would be approximated more closely 
if the samples were larger is debatable j but even so, the ranges of varia
tion would scarcely be narrowed. As to the degree of reliability attaching 
to the present samples, see Ch. 43-45 • 

• Data for other years may be found in the chapters wbich contain de
tailed discussion of particular major and minor groups (tbe several chapters 
of Book II). 
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TABLB 13 (continued) 

EARNINGS RATES, FROM THE LOWEST TO THE HIGHEST 
FIGURES 

1921 
PERCENTAr.F. 
INCOME TO 

CAPITALIZATION 

1.S Miscellaneous stonlC and clay 
products 

1.8 Millwork 
1.9 Blank paper 
1.9 Hardware 
1.9 Non-ferrous metals 
2.0 Miscellaneous W-Trade 
2.0 W-R Hardware 
2.1 Firearms 
2.1 Jewelry 
2.3 Pi.anos 
2.S Lumber manufacture 
2.5 W-Building material aDd 

hardware 
2.6 Groceries 
3".4 Mining machinery 
3.8 General factory machinery 
4.2 R-Lumber and coal 
4.3 Miscellaneous. clothing 
4.3 Railway equipment 
4.7 R-Jewelry 
4.9 Paints 
5.1 Heating machinery 
5.3 Miscellaneous paper product. 
5.3 Miscellaneous chemicals 
5.9 Stone quarrying 
6.0 All other finance (except life 

iosurance) 
6.1 W-Drygoods 
6.4 Ceramics 
6.4 EJ eetrical machinery 
6.4 Office machinery 
6.6 Confectionery 
6.6 Crude chemicall 
6.7 Men's clothing 
6.8 R-Building material and 

hardware 
7.0 W-R Coal, wood and fuel 
7.2 Trust companic. 
7.3 W-R Lumber 

1928 
PERCENTAGE 
INCOME TO 

CAPITALIZATION 

7.6 W-R Hardware 
7.7 Miscellaneous textiles 
7.9 Miscellaneous mining, other 

than metal 
8.1 Commercial banks 
8.3 Cotton converting 
8.3 Millwork 
8.4 R-Building material and 

hardware 
8.4 W-Drygood, 
8.5 Planing mills 
8.5 Ceramics 
8.5 Metal., various 
8.6 Beverages 
8.6 W-Hardware 
1.7 Miscellaneous W-Trade 
9.0 Miscellaneous paper productl 
9.2 Heating machinery 
9.4 Miscellaneous food productt 
9.4 R-Department stores 
9.4 National banks 
9.5 Cotton spinning 
9.7 Dairying 
9.7 Miscellaneous W-R Trade 
9.8 Petroleum refiniog 
9.8 R-Furniture 

10.1 Miscellaneous lumber productt 
10.2 Mining machinery 
10.2 W-Paper 
10.4 W..-Drugs 
10.5 Furniture (non-metal) 
10.5 Stationery 
10.6 R-Lumber and coal 
10.7 W-Importers and exporter. 
10.8 W-R Coal, wood and fuel 
10.8 Stone quarrying 
10.9 Trust companic. 
n.o Hardware 
11.2 Koit goods 
11.2 Savinga banb 
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TABLB 13 (continued) 

EARNINGS RATES, FROM THE LOWEST TO THE HIGHEST 
FIGURES 

1921 
PERCENTAGE 
INCOME TO 

CAPITALIZATIOH 

7.6 W-Drugs 
B.O Miscellaneous lumber producta 
B.l Portland cement 
1.1 Clay, sand and gravel 
1.3 Dairying 
8.' Silk weaving 
1.3 Cleaning preparations 
1.4- Furniture (non-metal) 
1.4 Motor vehicle. 
I.S Printing machinery 
1.7 Road machinery 
8.9 Flour 
9.0 Bituminous coal 
9.0 National banks 
9.1 Canned goods 
9.1 R-Men's clothing 
9.2 W-Importers and exporters 
9 .... Cotton weaving 
9.4 Engines 
9.5 Glass 
9.9 Planing mill. 

10.3 R-Furniture 
10.4 Cotton spinning 
10.6 Miscellaneoul special manu-

facturing 
10.7 Miscellaneous W-R Trade 
11.1 R-Automobiles 
11.2 To,.. 
11.4 Weaving woolen. 
11.4 BoOh and shoe. 
11.4 Proprietary preparatioDs 
11.4 Savings banks 
11.6 Commercial banke 
11.7 R-Drygoods 
11.9 Cotton converting 
12.2 Miscellaneous textilel 
12.6 R-Department stores 
13.0 Miscellaneous mining, other 

than metal 
13.1 Tobacco 

1928 
PERCENTAGE 
INCOME TO 

CAPITALIZATION 

11.4 Men's clothing 
11.8 Glass 
11.8 Sheet metal 
11.9 Crude chemicals 
11.9 R-Drygoods 
11.9 All other finance (except life 

insurance) 
12.0 Flour 
12.1 Book and music publishing 
12.1 Jewelry 
12.3 Printing machinery 
12.4 Miscellaneous clothing 
12.4 Miscellaneous special manu-

facturing 
12.5 Clay, sand and gravel 
12.6 R-Men's clothing 
12.7 Canned goods 
12.8 Cardboard bou. 
12.8 Portland cement 
13.4 General factory machinery 
13.5 Miscellaneous machinery 
13.8 Wire and nail. 
13.9 Job printing 
14.6 Textile machinery 
14.8 Boots and ahoes 
14.8 Painta 
14.8 Non-ferrous metal. 
15.1 Confectionery 
15.1 R-Jewelry 
15.2 Tools 
15.2 Miscellaneous R-Trade 
15.6 Tobacco 
IS.6 Miscellaneoul metal produm 
16.1 Motor vehicles 
16.1 To,.. 
16.t Electrical machinery 
17.0 Road machinery 
17.1 Miscellaneous printing and 

publishing 
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TABLE 13 (continued) 

EARNINGS RATES, FROM THE LOWEST TO THE HIGHEST 
FIGURES 

1921 
PERCENTAGE 
INCOME TO 

CAPITALIZATION 

13.1 Job printing 
13.1 Scientific instruments 
U.S Book and music publishing 
14.5 Petroleum refining 
14.9 Package foods 
15.0 Bakery products 
15.9 Carpeh 
U.S Knit goods 
21.S Newspapers and period'icals 
22.6 Textile machinery 
24.4 Mi9cellaneous printing and 

publishing 
26.1 R-Groceries 
29.2 Toilet preparations 

1928 
PERCENTAGE 
INCOME TO 

CAPITALIZATION 

17.1 Miscellaneous clay and atone 
products 

17.5 Bakery products 
17.6 Package foods 
17.7 Office machinery 
17.8 Miscellaneous chemicals 
18.2 R-Automobilcs 
19.0 Bolts and DUts 

19.4 Cleaning preparations 
19.6 Firearms 
21.6 R-Groceries 
21.S Proprietary preparations 
25.4 Toilet preparations 
26.S Newspapers and periodicals 
27.3 Scientific instruments 

The degree of departure of the earnings rates of these 
106 industries from the median figure, in particular years 
of the period 1919-28, is highest in 1919, 1920 and '1921. 
In all years subsequent to 1921 the relative variation re
mains almost constant from year to year, at a figure about 
equal to one-third of the median itself. These figures
'coefficients of vari3tion'-are printed with the diagrams of 
Chart 3." They indicate that, over the period 1922-28, no 
significant change in the extent of the variation between 
different industries took place. Chart 4 affords another 
measure of the relative variation of earnings in different 
years by presenting the 'interquartile ranges' to supplement 
the broader figures . 

• The term 'coefficient of variation' is employed in the sense of the ratio 
of the arithmetic mean deviation to the median, and not to represent, as is 
more usual in Itatistics, the ratio of the standard deviation to the arithmetic 
mean. 
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2. VARIATION IN TEN·YEAR RATES 

But neither the fact that the variation between industries 
is less in 1928 than in years before 1922, nor the fact that 
it remains much the same from 1922 to 1928 affords evi
dence as to the degree in which the alleged tendenc¥ of the 
return in different industries to approach an equality over 
a period is realized in practice. For it is conceivable that the 
several industries might constantly be changing their posi
tions, yet the average amount or extent to which their rates 
varied from the median remains muck the same. This might 
be true even were a pronounced tendency to equality indeed 
present; for it might be exactly throuyh such a shifting of 
the high industries of one year into the low positions of an
other year, and vice versa, that the aggregate average earn
ings of a particular industry for a period would correspond 
with those of other industries for the same period. One· 
industry might enjoy prosperity during one set of years, 
other industries earn above average rates in different years. 
To reiterate, a marked variation during any given year 
could conceivably be the mechanism through which approxi
mate equality was realized in the long run." 

But is this what takes place? The available evidence 
would indicate that it is not-at least, over the ten-year 
period for which we have continuous data. 

The 106 industries, the net incomes of each totalled for 
ten successive years and then divided by the aggregate capi
talizations shown by each industry over the ten successive 
years, display a wide diversity indeed in their 'ten-year 

10 Were the frequency distributions entirely symmetrical, such shifting as 
would equalize earnings rates over a period could conceivably ,result not 
only in the absolute maintenance of a marked annual variation during the 
period but also in yearly variation coefficients of exactly the same magnitude. 
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CHART 3 
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CHART 3 (CONT.) 
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rates' of earnings. Some industries, for example, Meat 
Packing, Castings and Forgings, or Rubber products, earn 
less than 6 per cent upon capitalization for the period. 
Others, such as Scientific Instruments, Newspapers, Toilet 
Preparations, earn over 25 per cent. The lowest quarter of 
the 106 industries earns under 10.6 per cent; the highest 
quarter, over 15.4 per cent. The median return is 12.6 per 
cent, as compared with an arithmetic mean of 10.7 per cent. 
Chart 3, section K shows the distribution of all of these 
'ten-year aggregate' figures. 

A comparison of this distribution with those for the sev
eral individual years of the period (in other parts of Chart 
3) does, however, establish the fact that although the ten
year earnings of the different industries in no sense ap
proach uniformity, they do vary somewhat less widely than 
the earnings rates of anyone year. The average departure 
from the median, in the case of the ten-year figures, is 3.3 
per cent, or about one-fourth of the median itself, whereas 

: the average departure in individual years is equal to one
third of the median figure. Likewise the interquartile range 
for the period is somewhat less than in all individual years, 
save one. Yet, in spite of this, we are not able to conclude 
that equality of return in different industries over a period 
is at all realized. It is not attained, at least, over the ten
year period covered by this investigation. All that can be 
said is that the rather wide discrepancies found in all indi
vidual years are narrowed somewhat over a run of years. 
But so substantial a variation still remains that no 'leveling 
mechanism' can be said to operate very effectively, over our 
ten-year period. 

While we do not have continuous data for any longer 
period it will be of interest brieRy to examine those for a 
somewhat shorter span. The first few years of the period 
1919-28 are characterized by rather violent fluctuations in 
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business conditions. On the other hand, the last six years, 
1923-28, constitute a period of general expansion, broken 
by recessions far less severe than during the earlier period." 
We may, therefore, survey the 'six.year rates' for this rela· 
tively stable period and observe to what extent they c;Iiffer. 
from those for the ten-year figures. 

Chart 3, section L shows this distribution. It is to be 
compared with Chart 3, section K. The six-year distribu
tion is roughly symmetrical: the 106 industries are grouped 
on either side of the median (which is 12.1 per cent) in a 
somewhat more regular pattern· than in the case of the 

11 This statement refers, of course, to- industrial acti.vity and Dot to 
security IpeculatioD. 
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other distributions. The quartiles, however, are not very 
different, and the coefficient of variation from the median is 
only slightly higher than for the ten-year figures. 

We leave these distributions without extended comment 
at this point. But it seems clear that the 'tendency towards 
equality over a period' is scarceiy more effective over a ten
year period than over a six-year one. It would also appear, 
so far as the evidence goes, that the distorting influences 
which prevent this tendency from actually working itself 
out are quite as much in evidence during a stable and pros
perous period as over a longer period which includes ex
treme expansion and depression phases (1919-21) in addi
tion to years of relatively stable prosperity." 

3. INVALIDITY OF THE RISK EXPLANATIONS OF DIFFERENT 

EARNINGS RATES 

Without endeavoring in this chapter to account for the 
non-equality of earnings rates which has been established, 
we must, however, comment upon one matter. It is fre-

12 This conclusion contradicts the tentative hypothesis set forth by R. C. 
Epstein in Statistical Light Upon Profits, As Analyzed in Recent Literature, 
QuarUrly Journal of Economics, February 1930, io wbich it was said: 
!CCrum (in his Corporate Earning Power) alludes to 1926 as 'a fairly 
typical year' (p. US). Probably he is right. In the sense of being relatively 
free from price fluctuations, and from cU!ltomarily accepted boom or depres
sion characteristics, 1926 wall 'oormal'. But profits and lones in business 
appear not merely during such normal years, but in years less typical as 
well. And it may indeed be that the principal distorting elements which 
perhaps prevent profits from reaching either relative equality or relative 
stability, as between different industries and trades, occur during the 11011-

typical years which every business repeatedly goes through." 
Distorting elements which prevent profits from reaching equality do 

indeed exist, as our present data show; but they are no more operative in 
the entire period under survey than in tbat portion which contains '~ormal' 
yean cbie6y. In fact, lIpon tbe has is of the above ranges and coefficients, 
they seem even somewbat less operative during tbe sborter period; but the 
margins of possible error in the data prevent attaching much importaDce to 
this slight difference. 
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quently said that a tendency to equality between the several 
industries is operative, 'differences in risks considered'. 
Such statements are loose and betray a misconception of the 
problem. 

Differences in the degree of risk to which industries are 
subject, to be sure, do exist. If the hazards are susceptible 
of close estimation in advance, they may be allowed for. 
The charge then becomes one for insurance and is deducted 
from gross income before net earnings appear. If, as is 
more often the case, no actuarial estimate of such risks is 
possible, then in the profits of anyone (good) year there 
might appear a component that would properly be charac
terized as compensation for risk, or more accurately, for 
the uncertainty attaching to the economic circumstances of 
an industry in any particular year." But here what holds 
true of the short run is emphatically not true of the long 
run. An excess of return in anyone industry over the aver
age rate in a good year, in so far as it constitutes a risk 
differential, would be received in order to offset a deficiency 
of return in a bad year; and if the principle which holds ) 
that differences in profits serve to equalize differences in risks I 
were true, the 'differential surpluses' of the good years, 
would, over a period, exactly equal the 'differential deficits') 
of the poor years. 

If this did not occur, then it would always be advan
tageous to invest capital in the most risky, or rather the 
mOst 'uncertain', industries, for they would consi;tently re
turn earnings (over a time period) at higher than average 
rates I In other words, the classical doctrine of compensa
tion for risk can properly be applied in the explanation of 
such differences in earnings rates as exist in anyone year, < 
but not in the explanation of discrepancies that prevail over) 

U See Frank H. Knight, Ri.s!t, U,utrlai"ty a.d Profit (1921). 
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a long period. Interpreted correctly, the principle of "the 
tendenc;yjQW1trd~ all.e<iuafuy of profitr.ates in different in
dustries diff_eLen~.~~j!Uis!<: .~~mside~e<l:, in so far aSlt oper
ated perfectly, would result in absolutely 110 differences in 
returns, extraordinary gains and losses combined, over a 
period sufficiently long to include years in which the hazards 
were realized." Accordingly, 'differences in risk' can scarcely 
be said to account for the variation in earnings shown by 
the ten-year aggregate rates of the 1 06 industries here 
under examination." 

4. PERMANENCE OF THE POSITIONS OF 'HIGH' AND 'LOW' 

INDUSTRIES 

The evidence afforded by the discrepancies found to exist 
among the 'ten-year earnings rates' of different industries 
may be supplemented by a somewhat less summary set of 
analyses. Earnings rates in general, we have found, fail to 

. attain equality over a decade. But exactly how great and 
) how continuous are the differences which specific minor 

141 Smith and Ricardo were perhaps o'ot so explicit UpOD this score as 
might be desired. but a careful reading of Mill or a fair interpretation of 
Marshall leaves DO doubt as to the logic of the position here taken: differ
ences in risk, if compensated accurately, would equalize, not vary rates of 
return. 

II This is not to say that capital is not withdrawn from industries in 
which, over a teD~year or longer period, it receives remuneration at sub~ 
stantially I"s tban 'average' rates; in this seDSC, continued and recurrent 
uncertainties may affect the decisions of entrepreneurs just because they 
are not compensated for. The whole question of the calculation of risk iI, 
however, involved, and in most discussi.ons of it, gratuitous assumption and 
guesswork have played aU too prominent parts. The questioD of the re
newal or Don-renewal of capital is again mentioned in Ch. 47. 

Profeslor F. C. Mills, in commenting upon the genecal argument of the 
text, agrees that differences in risk do not account ·for the wide variations 
in earnings shown by our ten-year figures but suggests that the average 
return in a ri!lky business might in the loog run exceed that in a Ie91 risky 
enterprise, lithe differential representing a reward for the higb (year-to
year) variability of the return". 
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groups are able to maintain year by year? Do the in8uences 
which in some instances serve to reduce the extreme dif
ferential advantages enjoyed by specific industries operate 
steadily throughout a period or only at certain times? And 
do any industries manage to escape entirely the 'erosive' in-
8uences of competition upon persistently high profit rates? 

Numerous statistical measures were applied to our data 
in an effort to answer these questions as completely as pos
sible. From the several analyses made, two types of ap
proach were finally selected as most suitable for the pur
pose at hand, in terms of fruitfulness and comparative 
simplicity alike. N..either method, however, avoids making 
some demand upon the reader's patience. For the benefit 
of the non-statistically minded reader, each is explained 
rather fully. 

The first method of approach is to list the 106 industries, 
for each of the ten years separately, in the order of their 
respective rates of return upon capitalization in that year. 
Each list or array is then divided into four equal parts, the 
points of division being termed 'quartiles'. The 27 indus
tries that are highest in point of net return -may be said to 
stand 'above the first (or upper) quartile'. Similarly, in the 
list for any year the 27 lowest ranking industries occupy 
positions below the third (or lower) quartile. The industry 
at the second (or middle) quartile is the median industry 
and its rate of return is the median figure.'· 

Thus any particular industry; or set of industries, may 

II In a serics of 106 items the twenty-seventh item (counting from either 
end of the array) il theoretically merely a poiDt of division between groups 
and doc8 Dot, strictly speaking, belong to the group of items above or below 
it. In order, however, to include all of the 106 industries in the analysis, 
both the twenty-seventh item and the eightieth item have been included in 
the groups above the first quartile and below the third quartile. There are 
thus actually 27 items in each of these two groups, and 26 items in each of 
the two groupe between the median and the upper and lower quartiles. See 
Dote 5. Ch. 3. 
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be compared with the median industry in anyone year, or 
its position relative to the quartiles in any year may be 
traced throughout the period. The same industry might, of 
course, stand above the first quartile in one year but below 
it in another. Both with individual industries and with dif. 
ferent sets of industries it is of interest to know not merely 
whether they consistently remain above the highest (or 
below the lowest) quartiles in position, but also the extent 
to which either their individual or their averaged rates of 
earnings regularly stand above or below the median figure. 
Our first method of measuring the degree and the per
manence of profit differentials, therefore, consists of count
ing the changes in position, and examining the earnings 
rates, of the various minor groups that consistently re
mained above or below certain division points in the list. 

Of the 106 industries four are to be found above the • 
first quartile in all ten years: Scientific Instruments, Toilet 

. Preparations, Miscellaneous Printing and Publishing, and 
Retail Automobiles. The first three are manufacturing 
groups, the last a trading group. The Scientific Instrument 
group includes 23 corporations, with an aggregate capital
ization of 149 million dollars (annual average). Its net 
income upon capitalization ranges from 13.1 to 33.1 per 
cent per year. In six years of the ten its rate is equal to 
twice or more that of the median industry in the same 
year.1T In no year does the return fail to exceed the median 
by about one-half. 

In the case of Toilet Preparations the group includes 
only nine corporations. Their aggregate capitalization an
nually averages about nine million dollars. But on this capi
talization three million dollars or over is earned in six of 
the ten years. The result is a rate of return that is ordinarily 

n That is, the coefficient of variation for this ODe item is always 1.00 or 
more.' 
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two or three times the median figure in each year. Beyond 
question, the great differentials enjoyed by the companies 
in this group rest upon the combination of low manufactur
ing expense and the high markt prices that can be obtained 
for strongly advertised trade marked products. 

The Retail Automobiles group comprises 15 corpora
tions with a total investment of 13 million dollars (annual 
average). This group's variation from the median rate is 
in some years much like that of the Scientific Instruments 
group, but shows greater year-to-year Huctuation. Since 
1925, however, its differential advantage has declined. 
Doubtless this is an instance in which the advantage would 
not be of permanent character if a period longer than ten 
years were taken, for we know that the secular trend of 
motor vehicle consumption has changed during the last half 
of the period. It is also to be noted that the corporations in 
question are relatively large for retail trading establish
ments and may not be very typical of motor car and dis
tribution experience as a whole, even for this period. 

Of the Miscellaneous Printing and Publishing group 
nothing need be said here other than to state that in most 
years the earnings of the 17 companies involved stood at a 
figure half as large again as the median. 

Table 14 shows the ratios by which the earnings rates 
of the four groups in question exceeded the median rates. 
In each case the 'median difference coefficient' represents the 
difference between the group's earnings rate for the year 
and the median rate, divided by the median rate for the 
same year. 

Although only fOllr of the 106 minor groups are found 
above the first quartile in every year, two others, N ews
papers and Retail Groceries, remained there in all years of 
the period save one. Details for these and other groups 
discussed in this section appear in Tables 14 and 15. 



TABLB 14 ~ 

'" MEDIAN DIFFERENCE COEFFICIENTS, RELATIVELY PROFITABLE INDUSTRIES' 
.., 
'-' 

CROUP NAME 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 
AbO'lJ1 first guarl;l, during ten y'4rs 

Miscellaneous printing and publiahing .47 2.23 2.44 .92 .31 .55 .74 .53 .66 .55 
Toilet preparations .85 .39 3.11 2.91 1.48 2.30 1.63 1.30 1.58 1.31 
Scientific inltrumcntl .56 .57 .85 1.26 1.00 .47 1.35 1.36 1.31 1.48 
Retail automobiles 2.86 1.42 .56 1.15 .91 1.22 1.71 .85 .61 .65 

A hO'll1 first quartile during flint y,ars ' 
Newspapers 1.13 2.03 1.64 .87 1.14 .48 1.38 1.17 1.41 
Retail groceries .40 2.68 1.01 .55 1.06 .71 .74 1.02 .96 

A hove median during Itn ytars 
Boots and shoea .56 .29 .61 .sO .13 .44 .31 .22 .61 .35 
Newspapers .25 1.13 2.03 1.64 .87 1.14 .48 1.38 1.17 1.41 
Miscellaneous printing and publishing .47 2.23 2.44 .92 .31 .55 .74 .53 •. 66 .55 
Proprietary preparation. .31 .21 .61 .92 .35 .72 .71 .78 1.07 .98 
Toilet preparation. .85 .39 3.11 2.91 1.48 2.30 1.63 1.30 U8 1.31 -
Road machinery .27 .56 .23 .03 .34 .66 .48 .40 .44 .55 Z 
Motor vehicle. .83 .30 .18 .86 .45 .52 .93 .66 .48 .46 t::I 

Scientific iostrument. .56 .51 .KS 1.26 1.00 .41 1.35 1.36 1.31 1.48 c::: 
Retail automo"bilea 2.86 1.42 .56 1.15 .91 1.22 1.71 .85 .61 .65 

en 
>i 

Retail groceries .40 .14 2.68 1.01 .55 1.06 .71 .74 1.02 .96 '" A bO'V1 median during nin, ytarl -Furniture .46 .73 .18 .49 .28 .32 .34 .22 .07 > 
Job printing .86 .85 .23 .09 .36 .21 .16 .17 .26 t-< 
Painta .28 .17 .47 .20 .30 .29 .24 .19 .35 ." 
GlaBS .38 1.28 .34 .29 .66 .52 .26 .09 .07 '" Textile machinery .29 .22 2.18 .64 .28 .20 .IS .46 .33 0 
TOYI .24 .74 .58 .10 .38 .26 .12 .37 .46 "l 
Miscellaneous special manufacturing .24 .28 .49 .49 .24 .O~ .26 .21 .13 -
1 See text for explanation. >i 

en 
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The six groups just discussed all maintained positions 
above the first quartile for either nine or ten years. But 
what is the situation with respect to the groups that re
mained continuously, or almost continuously, below the 
third quartile? 

Only One industry, Meat Packing, persistently retains 
sufficiently large (negative) differentials to place it below 
the lowest quartile in all ten years." Regularly' over the 
ten-year period the rate of return in this group falls far 
short of the median figure. For the ten-year period the ag
gregate rate of return in Meat Packing is 1.9 per cent as 
compared with the median group's ten-year aggregate rate 
of 12.6 per cent. 

Four groups remained in the lowest division in every 
year except one. Two are manufacturing groups, Beverages 
and Castings and Forgings. The latter contains 99 corpora
tions with an aggregate capital of about $3.4 billion (an
nual average). On this capital it earns in most years less 
than 8 per cent. From 1923 to 1928, the degree to which its 
earnings stand below the median changed hardly at all. 

The other two industries that remained below the third 
quartile in all years except one are mining groups, Gas and 
Oil Wells, and Metals (ferrous and other). In the case of 
Gas and Oil Wells, however, the regularly low earnings 
may be more apparent than real because of the accounting 
practices in the matter of depletion that are peculiar to this 
field." It is here somewhat difficult to distinguish the causes 
of low return due to the aleatory character of the industry 
from those due to the peculiar circumstances of accounting 
and valuation methods. 

U In the case of these negarive differentials the 'median difference coef
ficient' is, of course. the amount by which the group rate falls short of the 
median, divided by the median figure. 

II See Ch. 25, where so-called 'discovery depletion' and related matters 
are discussed. 
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5. ·PERMANENT POSITIONS OF GROUPS ABOVE AND BELOW 

THE MEDIAN 

A similar analysis may be made of the comparative profit
ableness of those industries that remained above the median 
in all years. This set of industries comprises ten groups. If 
we average their several median difference coefficients, we 
find that these ten industries regularly earned from about 
one and one-half to two times the median rate, and that, 
from 1924 to 1928, the differential scarcely narrowed at all. 

If to these ten industries we add the seven that remained 
above the median in all years but one, we have 17 groups 
in the 'almost permanently-above-the-median' category. 

Take now those groups that remained below the median 
in all years, as well as those which did so in all years but 
one. In the first category are seven groups, in the second, 
.six. In some instances, for example, in Railway Equipment 
and in Rubber, declining secular rates of growth in the in
dustry may partly account for the persistently poor show
ing, but in most instances such an obvious explanation is 
not apparent. The seven groups that remain below the 
median in all years average a 'median difference' which in 
most years amounts to at least 50 per cent of the median 
itself. Data for all groups discussed in this section appear in 
Tables 14 and 15. 

6. SPECIFIC PROGRESS OF THE LEADING GROUPS OF EACH 

YEAR 

Another method of analysis, in our search for measures 
of the permanence or non-permanence of differences in 
earnings rates, may now be employed. This is not to isolate 
the industries that remain above or below any quartile or 



TABLB 15 iJ;l 

> 
MEDIAN DIFFERENCE COEFFICIENTS FOR RELATIVELY >-l 

UNPROFITABLE INDUSTRIES' tol 
en 

CROUP NAME 1919 1920 1921 1922 1921 1921 1925 1926 1927 1928 -
B~low third quarti/~ during t~n years Z 

Meat packing 1.17 .98 1.99 .86 .73 .61 .74 .50 .79 .58 
\:j 

Below third quartile during nin, years -Beverage, 1.09 .99 .87 .16 .51 .14 .46 .48 .59 .., 
Castings and forgings .46 1.06 .85 .52 .59 .54 .38 .59 .45 .., 
Gas and oil wells .16 .85 1.08 1.13 .89 .84 .69 .12 .47 t>1 

Metals (mining) .93 .91 1.32 .96 .18 .18 .62 .61 .64 iJ;l 

Below median during ten years t>1 

Meat packing 1.17 .98 1.99 .86 .13 .61 .14 .50 .19 .58 Z 
Beverages 1.09 .99 .81 .16 .51 .14 .46 .48 .59 .22 >-l 

Miscellaneous food pr~doct, .18 .51 1.76 .43 .ll .IS .45 .27 .35 .IS -Castings and forgings .46 .26 1.06 .85 .52 .59 .54 .38 .59 .45 Z 
Railway equipment .20 .25 .39 .41 .06 .26 .51 .39 .49 .69 \:j 

Gas. and oil wells .76 .23 .85 1.08 1.13 .89 .84 .69 .12 .41 ~ 

Metal. (mining) .93 .91 1.32 .96 .78 .78 .62 .61 .64 .23 en 

Below median aurin!l "ine ytars >-l 

Rubber products .10 .85 2.11 .74 .58 .36 .n .37 .88 iJ;l 

Blank paper ,38 .13 .51 .31 .08 .44 .41 .48 .54 t>1 
Wholesale drygoods .62 .14 .IS .12 .35 .26 .45' .11 .24 en 

Wholesale hardware .01 1.21 .32 .98 .40 .30 .38 .29 .22 
Wholesale paper .15 1.38 .21 .07 .01 .IS .33 .23 .01 
Wholesale groceries .61 .63 .IS .23 .05 .24 .38 .11 .33 

, See text for explanation. ....., 
'" '" '--' 
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other division point throughout successive years, but to'take 
the highest or the lowest industries of each year and, what
ever their positions in succeeding years, ascertain the degree 
to which they maintain or lose their advantage or disad
vantage. 

Specifically, we take the 27 highest ranking industries in, 
.say, 1919 (those above the first quartile) and tabulate the 
amount by which the return in each exceeds the median rate. 
\Ve then total these differences and divide by the number of 

_ industries (27). This gives us the average amount by which 
the return of the 27 industries exceeds the median rate. To 
illustrate, in 1919-a highly prosperous year-the median 
return is 21.2 per cent. Some of the highest 27 industries 
earn over 45 per cent, others around 30 per cent; they aver
age an earnings rate of 37.5 per cent as compared with the 
median of 21.2.per cent. The average departure from the 
median, as we have termed it in another connection earlier 
.in this chapter, we may now, in accordance with the lan
guage of statistics, term the average deviatioll." 

But for purposes of comparison with the deviations pre
vailing in other years, such an average deviation can best 
be expressed as a ratio to the median itself. In this instance 
we regard the difference of 16.29 not as 16.29 but as about 
three-quarters (.77) of the median rate, 21.2_ Again in the 
language of statistics this figure of _77 we may term the 
coefficient of variation. It expresses the degree to which 
the several rates of earnings in the 27 highest industries 

20 DeviatioD! may, of oounC', be based upon other averages than the 
median as statistically conversant readers are aware. To such readen 
mucb of tbe explanation contained in this and other chapters of Book I 
will prove somewhat tedious because of ib elementary character. But in 
view of tbe needs of other readers, some prolixity of explanation as well 
as a relative simplicity of statistical methods seems desirable, at least 
throughout Book L However, for the lake of accuracy of expression, it i. 
perhaps wi!c to employ the terminology of statistics in most instances where 
repeated use is made of the same statistical device. 
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vary, on an average, from the median rate. It will be noted 
. that this comparison is relative rather than absolute.,.-the 
median is divided into the average of the deviations from 
it, and the resulting coefficient simply shows the proportion 
of the median which the average deviation is. For this rea~ 
son, coefficients of average deviation afford better compari 
sons, between data of different years, than do the absolut 
deviations themselves, and will thus be employed· through
out the remainder of this chapter. 
. We take, then, the industries that are the 27 highest in 
point of earnings in 1919, ;md analyze the earnings rates of 
those same industries in each of the succeeding nine years. 
If a tendency towards equality between different industries 
were effective, the coefficient of variation for these 27 indus
tries would steadily decline, and to the extent that this 
tendency operated perfectly, would approach zero. Chart 5 
shows that the coefficient does indeed decline at first; during 
the first five years the excessively large variation of these 
27 groups' earnings from the median rate is reduced. The 
ratio falls from. 77 in 1919 to .33 in 1923. But from 1923 
through 1928 the average advantage of these 27 industries 
is consistently maintained; their earnings are always from 
.33 to .46 in excess of the median figure (that is, are from 
1.33 to 1.46 times it). The course of these coefficients may 
be traced in Chart 5, while Table 16 gives them in numerical 
form. 

In similar fashion coefficients are computed for the 27 
industries that stood highest in 1920 (some of which were 
found above the first quartile i~ 1919, others not), and 
these same industries are then followed through the remain
ing years of the period. 

Exactly the same analysis is applied to the highest indus
tries of 1921, 1922, 1923 and 1924 respectively. The re
sults of the several analyses, data for all of which are 
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CHART 5 
COEFFICIENTS OF VARIATION OF 27 HIGHEST MINOR GROUPS 

IN EACH YEAR, 1919-24,FOLLOWEO THROUGH SUCCESSIVE YEARS' 
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TABLB 16 C 
en 

, -AVERAGE DEVIATIONS AND COEFFICIENTS OF VARIATION FOR Z 
PERCENTAGES OF NET INCOME TO CAPITALIZATION, \j 

27 HIGHEST MINOR GROUPS' -"l 
1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 "l 

Average deviation 16.289 8.863 5.878 7.259 4.737 5.2·H 5.211 4.856 3.930 4.230 to 

'" Coefficient .768 .629 .828 .534 .331 .460 .424 .388 .361 .385 to 
Average deviation 12.759 5.659 7.000 5.541 4.985 5.026 4.833 4.319 4.470 Z 
Coefficient .905 .797 .lI5 .387 .437 .409 .387 .396 .406 >OJ 

Average deviation 7.900 8.707 5.081 -5.604 5.244 5.748 5.281 5.419 Z 
Coefficient 1.113 .640 .3H .492 .426 .460 .484 .493 \j 

Average deviation 10.741 5.778 5.930 5.933 5.719 5.070 4.978 c:: 
en 

Coefficient .790 .404 .520 .482 .458 .465 .453 ..; 
Average deviation 7.111 5.967 6.311 5.807 4.770 5.252 

~ -Coefficient .497 .523 .513 .465 .438 .477 to 
en 

Average deviation . 8.ll7 6.948 6.341 6.022 5.896 
Coefficient .714 .565 .507 .H2 .536 

! See te:.:t for explanation. 
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shown in Chart 5 and Table 16, are identical in that the 
earnings differentials are in all cases permanent. In the 
three series starting before 1922 a marked decline in the 
coefficient takes place after 1921, but in nearly all of the 
series the coefficients exhibit no appreciable fall from 1923 
on. 

That the coefficients in several instances do show a sub· 
stantial decline after the first year or two might seem to 
indicate that competition, while not serving to equalize profit 
rates, reduces excessive discrepancies.· But a careful ex· 
amination of these figures, and other rather complicated 
data related to them, reveals that two fortuitous factors 
are mainly responsible for the initial, but reaUL speCIOUS, 
declliles in the coefficients~lie first is the presence, in any 
given year, of a few very high earnings rates enjoyed by 
industries that are not persistently 'big money-makers'. The 
second is the excessively low average or median rate of 
earnings in 1921. A coefficient of variation aHords a better 
measure of relati·ve disparities than does the mere average 
deviation itself, but the coefficient may nevertheless be un
stable and misleading if considered apart from fluctuations 
of the average on which it is based. In this case, that aver
age is the median return for our 106 groups, and this figure 
fell from 21.2 in·1919 and 17.9 in 1920 to 7.1 per cent in 
1921. It then jumped to 13.6 per cent in 1922. 

In other words a large part of the explanation of the 
initial fall in the coefficients of Table 16 is that a year of 
depression such as 1921 brings about temporarily greater 
relative diHerentials in the standing of profitable industries 
relative to the median group because the latter in such a 
year shows a very much lower figure." When recovery oc
curs the following year, the median return rises more sharply 

II. Mr!!. John D. Sumner bas given valuable criticism and aid in tbe inter
pretation of tbe misleading initial decline! of these coefficients. 
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than the earnings rates of the most profitable groups (in 
general) ; and the relative differential between the median 
and the rates of the 'high groups' is reduced-not because 
the earnings rates of the latter (in general) decline but be
cause the median rate rises. Competition does not greatly 
reduce the ear~ing power of the high groups, but general 
cyclical improvement disproportionately enhances that of 
the others. This is evident if one glances at Table 17. The 
median increased frem 7.1 in 1921 to 13.6 in 1922, or 
nearly doubled. (Similarly, the arithmetic mean of the 106 
groups jumped from 4.4 to 10.6.) The average earnings 
rates of the 27 groups which were highest in 1921, however, 
increased only from 15.0 to 21.8, or by less than one-haIf. 

As final evidence that the initial declines in the coefficients 
are largely spurious, so far as signifying any very effective 
tendency towards an equality of profit rates is concerned, we 
may 'run back' all of our computations into earlier years, 
that is, in the case of the ten industries that were highest 
in 1920, calculate their average deviations and coefficients 
for 1919; similarly, in the case of the highest industries for 
1921, calculate their coefficients for 1920 and 1919, etc. 
When this is done, the 1919 coefficients for all series are 
much smaller than those for 1921; most of them are roughly 
half as large. And, roughly again, all of the 1919 coefficients 
are the same size as the 1928 figures. In other words, no 
marked reduction in the average deviation of any of these 
series from the median, in relative terms, took place over 
the ten years in question. Table 18 repeats the data of 
Table 16, but contains, in addition, data for the years pre
ceding that in which the industries of each series are the 
ten highest. The figures for that year-the year of origin 
for each series, as it were-are shown in italics. 

We are thus forced to conclude that the industries in 
which earnings exceed the median return by the largest rela-



TABLE 17 ,....., 
..-

AVERAGE EARNINGS RATE, 27 HIGHEST MINOR GROUPS IN 
0 .., 

EACH YEAR 1919-28, TRACED THROUGH SUCCESSIVE ...... 
YEARS AND RUN BACK THROUGH 1919 

(Arithmetic mean and median figures show .. first are 
for all 106 groups) 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 
1919 

A rithmetic mean 17.1 
Median 21.2 
Average rate, 27 groupi 37.5 17.9 9.6 19.4 16.9 13.6 15.7 14.6 13.8 13.1 

1920 
Arithmetic mean 11.6 
Median 14.1 
Average rate, 27 groupi 27.0 26.9 8.7 17.9 17.3 14.2 15.1 14.5 12.5 13.1 -Z 

1921 t:l 
Arithmetic mean 4.4 • c:: 
Median 7.1 • en 
Average rate, 21 groupi 27.8 16.9 15.0 21.8 18.1 15.5 16.2 15.7 14.6 14.2 0,1 ,. 

1922 
:>-Arithmetic meln 10.6 

Median 13.6 
t'" 

Average rate, 21 groupa 29.8 17.8 13.4 24.3 19.7 17.0 17.2 16.8 15.0 14.8 ... 
1923 

,. 
0 

Arithmetic mean 10,9 .., 
Median 14.3 -Average rate, 27 group. 27.8 2D.4 11.6 22.7 21.4 17.2 17.7 17.2 14.8 14.6 

0,1 
en 



1924 
Arithmetic mean 
Median 
Average rate, 27 groups 27.4 17.8 11.7 20.8 19.7 

1925 
Arithmetic:: mean 
Median 
Average rate, 27 groupl 27.0 16.7 10.5 21.1 19.1 

1926 
Arithmetic meao 
Median 
Average rate, 21 group. 27.2 16.4 10.0 20.3 18.8 

1927 
Arithmetic:: mean 
Median 
Avenge rate, 27 groupi 27.0 17.0 10.9 20.0 18.5 

1928 
Arithmetic:: mean 
Median 
Avenge rate, 27 groupi 26.8 1S.9 9.3 18.6 17.6 

9.6 
11.4 
I9.S 18.8 18.6 

11.3 
12.1 

18.0 19.7 19.0 

• 11.5 • 12.5 
17.1 18.6 19.6 

17.2 19.0 19.2 

16.6 18.4 19.0 

16.3 

16.7 

17.1 

9.8 
10.9 
18.3 

·11.2 

16.2 

16.3 

17.0 

17.5 

10.1 
11.0 
18.2 
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o-j 

to! 
en 

Z 

1:1. -..., ..., 
to! 
iIO 
to! 
Z 
o-j -Z 
1:1 
c:: 
en 
o-j 

iIO -to! 
en 

....., -o 
W 

L-J 



.-. -0 
~ 
L-I 

TABLB 18 
AVERAGE DEVIATIONS AND COEFFICIENTS OF VARIATION FOR 

PERCENTAGES OF NET INCOME TO CAPITALIZATION, 
27 HIGHEST MINOR GROUPS' 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 
Average devia~ion 16.289 8.863 5.878 7.259 4.737 5.241 5.211 4.856 3.930 4.230 
Coefficient .768 .629 .828 .534 .331 .460 .424 .388 .361 .385 

Average deviation 10.322 12.759 5.659 7.000 5.541 4.985 s.o26 4.833 4.319 4.470 
Coefficient .487 .905 .797 .51S .387 .437 .409 .387 .396 .406 

Average deviation 9.422 6.837 7.900 8.707 5.081 5.604 5.244 5.748 5.281 5.419 -Coefficient .- .485 1.113 .640 .355 .492 .426 .460 .484 .493 Z 
Average deviation 11.041 7.204 6.693 10.711 5.778 5.930 5.933 5.719 5mO 4.978 I:l 

Coefficient .521 .511 .943 .790 .404 .5200 .482 .458 .465 .453 c:: 
• rn 

Average deviation 10.096 7.752 6.163 9.078 7.111 5.967 6.311 5.807 4.770 5.252 
>oj 

1OO Coefficient .476 .550 .868 .668 .497 .523 .513 .465 .438 .477 -
Average deviation 9.152 9.081 8.137 6.341 5.896 

;.-
5.681 7.856 5.763 6.948 6.022 to' 

Coefficient .432 .644 .800 .578 .403 .714 .565 .507 .552 .536 

1 See text for explanation. 
'<I 
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tive amounts in anyone year lose no significant part of their 
high relative earning power over a six., eight. or even ten· 
year period. Indeed except for Juch temporary changes in 
average levels of earnings as accompany a year of marked 
depression, they retain a rather constant measure of advan. 
tage. This dictum does not necessarily apply to every indio 
vidual industry that enjoys a large advantage in a particular 
year, but is based upon averages illustrative of. the- general 
situation.22 

Much the same sort of process is at work in the case of 
the industries which stand, not highest, but lowest in each 
year. Taking the 27 minor groups standing under the lowest 
quartile in 1919, we find their coefficient of variation to be 
.50. By 1922 it falls to .37, but it continues regularly to 
stand at about that figure. Table 19 presents the data for 
the 1919 'low' groups and those starting with other years. 

In the second and third of these cases, those of the indus· 
tries standing lowest in 1920 and 1921 respectively, there 
is a sharp fall in the coefficient after one or two years
that is, the average return in the 'low' industries rises 
greatly. But for the remainder of the period this return 
remains definitely and steadily below the median rates. In 
the case of the last three series, those starting in 1922, 1923 
and 1924 respectively, the fall (denoting an increase in the 
relative prosperity of the 'low' industries) is not so 
marked. Perhaps this is because 1922-24 were not as· 
extreme years, cyclically speaking, after which readjust. 
ments could be expected to take place, as were 1919-21. 

III Although these coefficients are derived from arithmetic means, they 
Brc Dot as non-typical as most arithmetic averages. It is to be noted that 
the selection of the items is such that all the components of each series stand 
above the first quartile in the initial year. Thus the mean of tbe deviations 
from the median is not so much influenced by the presence of extreme 
variants from the central figure, or by an extreme range, 3S it would be 
were all items of the entire range employed as components-as was done 
in some earlier sections of this chapter. 



TABLE 19 
AVERAGE DEVIATIONS AND COEFFICIENTS OF VARIATION FOR 

PERCENTAGES OF; NET INCOME TO CAPITALIZATION, 
27 LOWEST MINOR GROUPS' 

1919 1920 1921 1922 1923 1924 1925 
Average deviation 10.530 6.556 4.019 5.004 4.448 3.719 3.959 
Coefficient .497 .46S .S66 .368 .311 .326 .322 

Average deviation 9.674 5.28S 4.544 4.204 3.91S 3.S81 
Coefficient .686 .744 .334 .294 .343 .291 

Average deviatilm 8.763 S.737 4.993 3.S10 4.18S 
Coefficient 1.234 .422 .349 .313 .340 

Average deviation 6.896 S.}f9 3.98S 4.037 
Coefficient .S07 .391 .350 .328 

Average deviation 6.48S 4.207 4.141 
Coefficient .453 .369 .331 

Average deviation S.367 4.470 
Coefficient .471 .363 

1 See text for nplan8tioD. 

1926 1927 
4.119 4.081 

.330 .374 

4.2S2 3.826 
.340 .351 

3.819 3.S04 
.306 .321 

3.930 3.693 
.314 .339 

4.122 3.304 
.330 .303 

4.881 3.S89 
.390 .329 

1928 
3.615 
.329 

4.022 
.366 

3.8S6 
.3S1 

3.8S2 
.3S0 

3.622 
.329 

4.21S 
.383 
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Our conclusion here is thus more tempered than in the case 
of the highest .ranking industries above discussed, but it 
remains true that the industries showing low earnings in 
anyone year, while tending to lose some of their disadvan
tage, still permanently retain a substantial and rather con
stant measure of disadvantage. 

If, as corroborative evidence of a more extreme sort, we 
perform similar analyses upon, not the 27 highest o'r lowest 
of our 106 industries, but upon the ten highest and lowest 
groups of each year, we again obtain approximately the 
same results. These ars'presented in Tables 20 and 21. 
The coefficients are, o/,"'course, larger. The initial declines 
that occur are sharper. But even towards the ends of the 
several spans of years in question the coefficients never go 
below .24, and the advantage or disadvantage of both sets 
of groups is permanent for the period. Here again the sharp 
initial .declines. sug.gest that ~mpetitive influ~nc. es, cyclical j 
~~_c!iustments, _Jech!l9Iogical, .. changes, lind cOlli..um-Rti.on 
shifts.. alldo indeed fore" some reduction of ext!""me.dif!l:r
eritia~.whether positive or negative. But the regular per
sistence of the coefficients above zero also' affords clear 
evidence that competitive influences do not serve to bring 
about equality, over the period of years under survey, in 
different industries. Whether any greater tendency towards 
such an approximate equality would assert itself over longer 
than a ten-year period cannot, of course, be told. 

Undoubtedly the highly specialized character of much 
fixed capital in modern industry, making it difficult if not 
impossible to withdraw all of the capital of an enterprise 
over a ten-year period, is one factor that prevents whatever 
'tendencies towards equality' that may exist from becom
ing effective. Many enterprises that do not earn returns 
at rates that accord with the expectations of their owners 
still continue in business, for a smaller return is better than 



Average deviation 
Coefficient 

Average deviation 
Coefficient 

Average deviation 
Coefficient 

Average deviation 
CoefficieDt 

Average deviation 
Coefficient 

Average deviation 
Coefficient 

TABLB 20 
AVERAGE DEVIATIONS AND COEFFICIENTS OF VARIATION FOR 

PERCENTAGES OF NET INCOME TO CAPITALIZATION, 
10 HIGHEST MINOR GROUPS' 

1919 1920 1921 1922 1923 1924 1925 
24.25 7.51 5.08 9.76 5.83 6.89 7.02 

1.144 .533 .715 .718 .408 .604 .571 

19.86 6.73 8.46 6.1l 5.26 5.38 
1.409 .948 .622 .430 .461 .437 

12.96 14.88 7.47 8.02 6.06 
1.825 1.094 .522 .704 .493 

18.21 10.02 9.35 10.02 
1.339 .701 .820 .8l5 

11.27 9.41 8.79 
.788 .825 .71S 

12.24 8.83 
1.074 .718 

I See text for nplanatioD. 

1926 1927 
5.40 4.46 
.432 .409 

5.07 4.71 
.406 .432 

7.49 1.61 
.599 .698 

9.43 8.38 
.754 .769 

8.08 6.69 
.646 .614 

8.40 8.22 
.672 .754 

1928 
4.54 

.413 

4.41 
.401 

6.90 
.627 

8.79 
.799 
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TABLB 21 

AVERAGE DEVIATIONS AND COEFFICIENTS OF VARIATION FOR 
PERCENTAGES OF NET INCOME TO CAPITALIZATION, 

10 LOWEST MINOR GROUPS' 

1919 19Z0 19Z1 19ZZ 19Z3 19Z4 19Z5 
Ave-rage deviation !U5 8.19 5.69 8.07 8.00 US 6.60 
Coefficient .119 .581 .801 .595 .559 .559 .5n 

Average deviation 14.81 1.94 6.30 6.01 6.62 5.68 
Coefficient 1.055 1.118 .463 .424 .sn .462 

Avenge deviation 12.88 6.92 5.43 3.24 3.66 
Coefficient 1.814 .509 .380 .284 .298 

Average devjatioD 10.SS 8.S! 5.69 5.86 
Coefficient .761 .581 .499 .476 

Average deviation 9.86 6.14 5.95 
Coefficient .690 .539 .484 

Average deviation 8.00 6.99 
Coefficient .702 .568 

J See tczt for n:plan.atioD. 

19Z6 19Z1 
5.80 5.49 
.464 .504 

6.61 5.96 
.534 .547 

3.11 2.62 
.297 .240 

5.18 5.02 
.414 .461 

5.34 4.84 
.427 .-

6.78 5.06 
.542 .464 

19Z8 
3.11 
.543 

5.81 
.534 

3.10 
.336 

4.30 
.391 

S.89 
.354 

4.51 
.410 
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none at all; were production entirely abandoned, all fixed 
(capital investment of a specialized character might be com

pletely lost. In extreme cases operations may be continued 
for considerable periods even though the product is sold 
at an absolute loss, if prices that repay something more 
than prime costs (direct labor and material) are realized. 

Then, too, under the corporate form of enterprise, re
organization is far more frequent than liquidation. Old 
enterprises are not discontinued in one field and new ones 
readily started in another. The old shell-the framework 
of the enterprise--continues; but policies are drastically 
altered, methods are changed, executive personnel is re
placed. The corporation may remain in the same industry, 
but its activities are reorganized and reoriented. New types 
of product within the same general field may be developed; 
and these new products or methods may prove no more 
successful competitively than their predecessors. At all 
events, it is often a long time before an unsuccessful cor
poration gives up the struggle entirely. Even then, the enter
prise frequently disappears in name only; if the establish
ment is of any size, it may be absorbed by, or merged with, 
some other concern. 

When reorganizations or mergers of this sort take place, 
'capital values' are written down on the books of the un
successful corporation, or the fact of failure to earn a 
satisfactory return is recognized by the payment of far 
smaller amounts, in cash or stock, for the securities of the 
unsuccessful companies, than the sums that have been in
vested in them. In other words, declines in capital values 
are oft~n formally recognized by owners or purchasers of 
unsuccessful enterprises, but the physical plant is not aban
doned or even necessarily devoted to other uses. It may 
continue to produce the same products, but since book in
vestment has been lowered, the same earnings as before fill 
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show as a higher rate of return on the capital as currently 
valued. Practices such as these do not affect our figures for 
industries of low return in the sense that the discrepancy 
between them and the median industry is accentuated, for, 
as just stated, the 'new' rate of return after capital values 
are written down is higher than the old and tends to raise 
the apparent earnings level of the· industry in question. But 
such practices do throw light upon the reasons why ten-year 
differences in earnings rates prevail in spite of such recapi
talizations: the recapitalization device is utilized just 
because large, specialized corporate capitals usually can not 
be withdrawn in the physical sense. 

Finally, the imperfect character of competition-the 
prevalence of trade-marks, special designs of products, 
quasi-monopoly advantages of all sorts-serves also to 
explain why the tendency towards equality is not realized. 
Just as the classical doctrine of value--the standard ex
planation of the prices of individual commodities-assumed 
that the price of an article could not long remain much 
below cost of production because capital would be with
drawn from the field of enterprise, so did it also assume 
that new producers would soon enter the field were price 
long above cost of manufacture. It was thus tacitly assumed 
that what one producer could do, another could and would 
do; that identical products, in other words, are offered by 
different producers competing for the consumer's favor. 
The manufacture and sale of modern trade-marked products 
and specialty goods, however, do not fit this description. 
Great numbers of consumer goods commonly used today
automobiles, radios, vacuum cleaners, washing machines, 
electric cooking devices, furniture, even many articles of 
clothing and numerous food specialties-are given highly 
distinctive characters by virtue of their differentiated de
signs and particular specifications. The same is true of some 
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producers' goods-machinery of different types designed 
to perform the same kinds of work. So long as different 
sets of purchasers either see or are led to believe they see 
advantages of the one product over the other, theimarkets 
for such products will not be fully competitive in the ortho
dox sense of that term. And competition, while preventing 
the very large net revenues that might accrue under condi
tions of real monopoly, will not necessarily equalize returns 
between either industries or enterprises. 

The character of modern manufacturing and merchandis
ing, therefore, furnishes some explanation of the lack of 
uniformity in the average profit rates of large corporations, 
when classed by industries, for two important conditions 
essential to perfect competition-a quick mobility of capital 
and a homogeneity of competing products-are absent in 
a large proportion of industries. To lie sure,. a substantial 
mobility of capital exists over a period of time. But, on the 
side of withdrawal, this mobility exists in the possibility of 
not creating new plant and organizations of particular 
types rather than in withdrawing from service those that 
at any given time are under way. We do not thus undertake 
to say that the classical doctrine of equality of profit rates 
is invalid as a 'tendency'; but we do say that under modern 
conditions, as they existed in 1919-28, the evidence seems 
clear that the tendency was scarcely effective over this ten
year period. IS . 

• Whether or Dot • 'long-run tendency' ought to sbow an effect over a 
ten-year period depends upon one's definition of 'long-ruo'. The writer. 
feeling is that a fairly considerable effect ought to be Doted within tm 
years if over, say, fifteen or ,twenty y-ears the tendency ceaUy works out as 
alleged. But prescnt data relate to teD years only. 

Probably the persistence in an individual industry of an earnings rate 
far lower than the median figure would indeed Dot continue for several 
decades if the rate fell much short of the 'normal' interest ratc or the cost 
of borrowed capital. Nor might an earnings rate in an individual industry, 
even if equal to this cost, persist for several decades at • level far below 
the median-4slumitig ,ha' ,h, 1fIltdia1J '(Jur, hlQ<WtI. Either or both of these 
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situations might. cause the '\vithdrawal of capital or its Inon-renewal' in 
ODe industry, and its investment in another. To grant deductively that sec
ular trends 'in one industry may serve to cause the eventual withdrawal of 
capital is one thing i but to allege that this process results in an equality 
of the rate of earnings upon capital hdlUJUII industries over a period is 
quite another. Sometimes it results, as in the case of wagOD manufacture, in 
a gradual collapse of the entire industry. And returDS in the successor in
dustry can hardly be ..:ided to losses of the capital employed in the predeces
sor and 'averaged' so as to see if equality with other industries over a 
quarter-century or more perhaps results. 

Statistically it would be interesting to have data for twenty. or thirty 
years running, but the problem! of classification and analysis would be 
more difficult, and the result5 in some ways accordingly less significant, 
than with data covering only a teo-year period. See Ch. 46 00 industrial 
classification; see also Ch. 47, where the question of the Don-renewal of 
capital is again touched upon. 



CHAPTER 4 

RETURN UPON SALES IN DIFFERENT 

INDUSTRIES 

1. SALES AND INVESTMENT: CAPITAL TURNOVER 

THUS far, our discussion of earnings rates has been re
stricted ei~her to the return on capitalization or to that on 
total capital. These indeed are the most fundamental meas
ures of earning power. But another measure of profitable
ness that calls for examination, even though it is not of 
the same ultimate significance as the return upon capital, 
is that of the relation of net earnings to sales. 

There is a close connection, of course, between the two 
measures. The one "expresses the rate of return on the 
investment, the other the margin of profit on the volume 
which produced that return".' If an industry or a company 
'turns over' its capital exactly once during the year, that 
is, if the sales for the year are equal to the average invest
ment of capital during that year, then its percentage of 
return upon sales exactly corresponds with that upon invest
ment. Actually, however, the rate of capital turnover is 
seldom such that sales and investment precisely equal each 
other. Some enterprises and some industries, for example 
Meat Packing, turn over their capital four or five times in 

~ 

t James H. Bliss, Financial and Operating Raliol i. Ma7tag~tflr'd (1923), 
p. 6S. 

[114] 
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the course of a year; others, such as Factory Machinery, 
evidence annual sales of only about one-half or two-thirds 
the amount of their capitaL Accordingly, differences be
tween industries in the rates of return upon sales cannot be 
taken as indicative of differences in ultimate profitableness, 
although changes in the rate of return upon sales, if no 
substantial alteration in capital turnover takes place during 
the same period, of course suggest changes in the .rate of 
earnings upon investment. As a measure of cyclical condi
tions, therefore, the return upon sales is of importance.' 
In any event, the business world commonly attaches suf
ficient importance to the relation between net earnings and 
sales to justify analysis of the ratio in this chapter. It is 
clearly to be borne in mind, however, that this measure of 
earning power is often more useful as an operating ratio 
to be employed in the current observation and control of 
particular enterprises than in general considerations relat
ing to the theory of profits, and the qualifications that 
attach to such broader use should not be neglected. 

This chapter will consider only the minor groups that 
make up the Manufacturing and Trade divisions. While 
sales and gross income (more accurately, aggregate re
ceipts) figures are available for Mining and Finance respec
tively, those data 8 are either incomplete or else made up 
in a different way than the data for Manufacture and 
Trade, and are thus not really comparable with the sales 

J This is largely the point of view from which William L Crum's Corpo
rtJ/~ Ear.i,,!! Pown' (1929) is written. That volume presents a comprehen
sive and scholarly analysis of the rate of net income to aggregate receipts 
(which in Manufacturing and Trade are virtually tantamount to sales vol
ume, sales in all manufacturing industries combined being about 60/63 of 
Crum's 'gross income'), both by industrial divisions and by what in th\S 
book arC!' termed 'major groups' within the Manufacturing division, but Dot 
by apecific industries or minor groups. The trends of absolute sales figures, 
by minor groupiI, are discussed in Ch. 7 of the present volume. e 

1 See Ch. 25 and 26. 
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figures of the two latter divisions. Nor will any effort be 
made, even within the Manufacturing and Trade divisions, 
to carry out the same detailed analysis of the positions of 
the several minor groups as was undertaken in Chapter 3 
in connection with the return upon investment. If the return 
on sales were of as great ultimate significance as that upon 
capital, such an elaborated analysis might be warranted. 
But since that is not the case, this chapter will present only 
the outline figures, will point out such discrepancies as regu
larly exist between rates of capital turnover, and wilUeave 
to the accountant or other interested reader any more ex
tended analysis of thes~ sales data, all of which are given 
in detailed tables either here or elsewhere in the book.' 
This comment concerning the limited significance of sales 
data, however, applies only to the rate of return on sales 
in one industry as compared with another, either at anyone 
time or for an aggregate of years. With respect to year-to
year changes-or their absence-and the rate of sales 
growth in particular industries, much will be said in Chap
ter 7. 

2. RETURN ON SALES AND CAPITAL: ALL MANUFACTURING 

The 2,046 large manufacturing corporations for which 
we have a continuous ten-year series of data earn an average 
return which runs from 3.1 per cent upon sales in poor 
years to 10 or 1l.S per cent in good years. Chart 6 shows 
the annual rates. These ge,!eral average figures for All 
Manufacture do not differ very strikingly from the ratios 
shown in Chapter 2 for the return upon capitalization. In 
1924-28 they run fairly close to those for the percentage 

40 Under the headings of particular major and minor groups in Ch. 9-14, 
for the large corporations aeries, and Ch. 28-42, for the small corpora
tiODs series. 
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of net profit to total capital, which for convemence are 
charted with them. 

The ten-year aggregate figure for the rate of return on 
sales in Manufacture is 9.1 per cent, whereas that upon 

CHART 6 
EARNINGS RATES, 2,046 MANUFACTURING CORPORATIONS 

PERCENTAGE INCOME TO SALES -
PERCENTAGE PROF'IT TO CAPITAL ___ _ 

11 m I i t-tt- I~ 
I 

UU8 1920 1821 1922 1923 1824 1925 1826 1827 '928 

capitalization is 10.8. In 1928 the return on sales is 9.7 per 
cent, while that on total capital is 10.6. In other words, in 
the Manufacturing division as a whole the rate of capital 
turnover is roughly one.' 

3. RETURN ON SALES AND CAPITAL: MINOR MANUFACTUR

ING GROUPS 

This average relationship, however, is' very far from 
holding true in many of the 73 individual industries that 
compose the Manufacturing division. In these particular 
minor groups the return upon sales, in 1928, ranges from 
0.8 per cent in Meat Packing to 28.8 per cent in Miscel
laneous Chemicals. The median industry, which in that year 

'This conclusion pertains to the large corporations series here discussed, 
but it also holds as a general statement. See note 7 for the definition of 
capital turnover, as the term is employed here. For all manufacturing cor~ 
porations in the country sales in 1928 equalled $64,361,000,000 whereas cap
italization as here denned equalled $53,919,OQO,000 and total capital, $59,790.-
000,000 (the investment data are estimates as explained in Appendix A). 
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happens to be either Boots and Shoes or Toys (the return 
is the same in both industries), earns 10.3 per cent on its 
sales volume. Table 22 gives the data for 1928' as well as 
the capital turnover figures, that is, the quotients obtained 
by dividing the sales by the capitalization figures.' 

TABLB 22 
73 MANUFACTURING GROUPS, RETURN ON SALES AND RATE 

OF CAPITAL TURNOVER, 192& 

MINOR PERCENTAGE CAPITAL 
GROUP RETURN ON SALES TURNOVBI. 

1 Bakery products 12.9 1.4 
2 Flour 3.4 3.5 
3 Confectionery 14.5 1.0 
4 Package foods 7.5 2.4 
5 Dairying 4.5 2.2 
6 Canned goods &.6 1.5 
7 Meat packing .& 5.7 
9 Beverages IS.& .s 

10 Tobacco 11.2 1.4 
11-& Miscellaneous food products &.4 1.1 
12 Cotton spinning 6.3 I.S 
13 Cotton converting 6.9 1.2 
14 Cotton weaving 4.6 1.0 
IS Weaving woolens 1.& .9 
16 Silk weaving 3.& 1.2 
17 Carpets 7.3 .9 
18 Men's clothing 7.& I.S 
19 Knit goods &.0 1.4 
20 Miscellaneous clothing 7.1 1.7 
21 Miscellaneous textiles 6.6 1.2 
22 Boots and shoes 10.3 1.4 
23 Miscellaneous leather products 3.1 1.7 
24 Rubber products .& 1.6 
2S Lumber manufacture 10.S .7 

• Data for otber yean are given in Ch. 10-20. 
, Sales divided by total capital would theoretically be a better way in 

which to calculate these ratios, but total capital figures are not available for 
the first five years of the period. The 'capital turnover' here arrived at is 
really the turnover of stockholders' equity; but since funded debt is rela· 
tively small in most of the minor groups of Manufacture in question, the 
difference between the two results is not appreciable. Tbis would not be 
so in aU instances if individual corporations were being compared, but here 
the comparison is between arithmetic means for different industries. 
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T ABLB 22 (continued) 

73 MANUFACTURING GROUPS, RETURN ON SALES AND RATE 
OF CAPITAL TURNOVER, 1928 

MINOR 
GR.OUP 

26 Planing mills 
21 Millwork 
28 Furniture (non-metal) 
29 Miscellaneous lumber products 
SO Blank paper 
51 Cardboard bous 
52 Stationery 
S3 Miscellaneous paper products 
34 Newspaper. and periodical. 
35 Book and music publishing 
36 Job printing 
37 Miscellaneous printing and publishing 
sa Crude chemicals 
39 Paints 
40 Petroleum refining 
41 Proprietary preparations 
42 Toilet preparations 
43 Cleaning -preparations 
44 Miscellaneous chemicals 
45 Ceramica 
46 GI.II 
47 Portland cement 
48 Miscellaneous Itone and clay producu 
49 Castings and forgings 
50 Sheet metal 
51 Wire and nails 
52 Heating machinery 
SJ Electrical machinery 
54 Textile machinery 
55 Printing machinery 
56 Road machinery 
57 Engine. 
58 Mioing machinery 
59 General factory machinery 
60 Office machinery 
61 Railway equipment 
62 Motor vebicle. 
63 Firearms 
64 Hardware 
65 Tools 

PERCENTAGE 
RETURN ON SALES 

7.4 
9.2 
8.4 
6.5 
7.2 

10.0 
8.6 
9.2 

17.1 
13.9 
12.4 
11.4 
15.9 
11.8 
16.1 
23.7 
20.4 
10.2 
28.8 
13.2 
1M 
23.4-
18.2 

7.8 
9.5 

14.2 
9.4 

15.6 
24.7 
19.1 
14.9 
13.2 
9.3 

25.0 
17.0 
6.9 
8.6 

19.9 
1M 
19.0 

CAPITAL 
TURNOVER 

1.1 
.9 

1.2 
1.5 
.7 

1.S 
1.2 
1.0 
1.S 
.9 

1.1 
1.S 
1.S 
1.S 

.6 

.9 

.8 
1.9 
.6 
.6 

1.1 
.s 
.9 
.8 

1.2 
1.0 
1.0 
1.1 
.6 
.6 

1.1 
.5 

1.1 
.5 

1.0 
.5 

1.9 
1.0 
1.1 
.8 
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TABLB 22 (continued) 

73 MANUFACTURING GROUPS, RETURN ON SALES AND RATE 
OF CAPITAL TURNOVER, 1928 

MINOR P!R.CENTAGE CAPITAL 
GROUP RETURN ON SALES TURNOVER 

66 Bolts and nuts 17.2 1.1 
67 Miscellaneous machinery 12.9 1.0 
68 Non-ferrous metals 12.2 1.2 
69 Jewelry 9.7 1.3 
70 Miscellaneous metal products IS.I 1.0 
71 Scientific instruments 27.7 1.0 
72 Toys 14.0 1.1 
73 Pianos 7.8 .8 
74 Miscellaneous special manufacturing 10.3 1.2 

Turn, however, directly to the ten-year results. The five 
manufacturing industries showing the highest rates of re
turn upon sales are Scientific Instruments, Textile M achin
ery, Portland Cement, General Factory Machinery and 
Proprietary Preparations. They all earn about 20 per 
cent or more on total business volume. In two groups, 
Scientific Instruments and Textile Machinery, this high 
return on sales is accompanied by a high return upon in
vestment also; in Textile Machinery the return on capital
ization, although substantially less than that on sales, is 
still high; but in Portland Cement and General Factory 
Machinery the returns on sales and investment differ widely. 
The latter group shows a return of 20.3 per cent on sales, 
but only 10.7 per cent upon investment, its capital turnover 
being only about one-half. The pertinent figures for these 
five minor groups (ten-year aggregate returns, 1919-28) 
are given below. 

The five lowest groups, on the other hand, in point of 
their returns on sales for the ten-year period, are Meat 
Packing, Flour Milling, Rubber Products, Dairying, Miscel
laneous Leather. Three show relatively low earnings upon 
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Grou, 
Scientific Instruments 
Textile Machinery 
Portland Cement 
General Factory Machinery 
Proprietary Preparations 

P~rce"tage 
on s.l,s 

26.5 
22.6 
21.4 
20.3 
19.8 
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RanA in/ill 0173 groups 
Per· Ea",-

cent aI' on ings on 
capital- EaNJings ca,ita/-
izatioIJ on salu izalion 

25.1 1 3 
17.1 2 11 
14.2 3 31 
10.7 4 52 
20.8 5 5 

investment also, but the other two, Flour Milling and 
Dairying, both show earnings rates three times as great 

·upon investment as upon sales. The ten-year aggregate 
data are given below_ 

Rank in list of 73 groups 
Per- Earn-

cnllaglon i1fgs o. 
P,rcellldge CtZpital- Ed,."i",J capital-

Group 011 sales i.ati"n 0" sales U=dlion 
Meat Packing 0.4 1.9 7S 7S 
Flour Milling 3.1 11.4 72 54 
Rubber Products 4.0 5.9 71 70 
Dairying 4.1 12.7 70 39 
MisceJlancous Leather Products 4.2 6.8 69 69 

If all 73 Manufacturing industries are ranked in this 
manner, some general degree of correspondence between 
the rank in earnings on sales and that in earnings on invest
ment appears. In general, however, it is far from exact, 
and in many instances very different returns and rankings· 
alike prevail. Table 23 presents these arrays, together with 
the capital turnover figures which constitute the links of 
connection, so to speak, between the two rates of n~t return 
-that on sales and that on investment. For the general list 
the correspondence between the two is about one-half per
feet: the coefficient of rank correlation is +.496, on a scale 
in which + 1.0 would indicate exactly the same ranks 
throughout the entire list. 
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TABLE 23 
73 MANUFACTURING GROUPS RANKED BY EARNINGS RATES 

MINOR RANE, RETUR.N RANK, RETURN RATE OF CAPITA!. 
CROUP ON SALES ON INVESTMENT TURNOVER 

1 Bakery products 35 13 1.49 
2 Flour 72 SO 3.66 

·3 Confectionery 22 7 1.30 
4 Package foods 66 17 2.48 
5 Dairying 70 41 3.12 
6 Canoed goods 52 35 1.46 
7 Meat packing 73 73 4.99 
9 Beverages 56 72 .46 

10 Tobacco 39 33 1.36 
11-8 Miscellaneous food products 67 66 1.22 
12 Cotton spinning 47 ;13 1.58 
13 Cotton converting 61 53 1.45 
14 Cotton weaving 57 62 1.15 
15 Weaving woolens 65 68 1.05 
16 Silk weaving 60 57 1.38 
17 Carpets 20 22 1.11 
18 Men'lI clothing 58 46 1.52 
19 Knit goods 53 16 1.75 
20 Miscellaneous clothing 62 32 1.97 
21 Miscellaneous textiles 51 38 1.38 
22 Boots and shoes 50 10 1.80 
23 Miscel1aneous leather products 69 69 1.62 
24 R.ubber products 71 70 1.47 
25 Lumber manufacture 13 59 .65 
26 Planing mills 46 8 1.80 
27 Millwork 44 60 .96 
28 Furniture (Don~meta1) 30 15 1.34 
29 Miscellaneous lumber products 55 36 1.59 
30 Blank paper 41 64 .81 
31 Carboard boxes 43 20 1.54 
32 Stationery 68 67 1.16 
33 Miscellaneous paper products 49 45 1.27 
34 Newspapers and periodicals 6 2 1.31 
35 Book and music publishing 19 25 1.08 
36 Job printing 25 19 1.20 
37 Miscellaneous printing and 

pUblishing 17 4 1.60 
38 Crude chemicals 21 52 .80 
39 Paints 38 21 1.45 
40 Petroleum refining 34 63 .76 
41 Proprietary preparations 5 5 1.06 
42 Toilet preparations 9 1 1.75 
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TABLE 23 (continued) 

73 MANUFACTURING GROUPS RANKED BY EARNINGS RATES 

MINOR. kANK,IlETtlR.N R.ANK, RETURN RATE OF CAPITAL 

CROUP ON SALES ONINVESTJrlENT TURNOVER. 

43 Cleaning preparatioos 59 27 1.91 
44 Miscellaneous chemicals 8 40 .70 
45 CeramiC! 11 51 .70 
46 Glass 32 12 1.45 
47 Portland cement 3 31 '.66 
48 Miscellaneoul stone and day 

products 15 14 1.10 
49 Castings and forgings 64 71 .84 
50 Sheet metal 63 61 1.32 
51 Wire and nails 36 47 1.09 
52 Heating machinery 24 34 1.06 
53 Electrical machinery 18 26 1.07 
54 Textile machinery 2 11 .76 
55 Printing machinery 10 48 .65 
56 Road machinery 14 9 1.18 
57 Engines 7 39 .68 
58 Mining machinery 45 37 1.34 
59 General factory machinery 4 55 .52 
60 Office machinery 23 28 1.09 
61 Railway equipment 42 65 .80 
62 Motor vehicles 33 6 1.71 
63 Firearmt 31 49 .97 
64 Hardware 28 30 1.20 
65 Tools 12 43 .77 
66 Bolh and Dub 16 24 1.06 
67 MisceHancous machinery 29 44 1.00 
68 NOD-ferrous metals 48 56 1.09 
69 Jewelry 54 42 1.39 
70 Miscellaneous metal products 27 58 .81 
71 Scientific instruments I 3 .96 
72 Toys 26 18 1.21 
73 Pianos 37 54 .98 
74 Miscellaneoul apecial maDU-

facturing 40 29 1.41 

4. RETURN ON SALES IN TRADING GROUPS 

In Trade we have 664 companies in our large corpora-
tions series. Their combined return upon sales runs from 
under 3 per cent in a poor year, such as 1921, to 6 or 7 per 
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cent in good years. But because Trade as a whole turns over 
its capital about two and one-half or more times a year (in 
contrast to the average turnover of roughly 1.00 in Manu
facture), the rate on investment runs far higher than that 
on sales. For the ten-year period, the aggregate return on 
sales in Trading is 5.1 per cent, whereas upon capitaliza
tion it is 13.6 per cent. The average turnover of capitaliza-

CHART 7 
PERCENTAGE OF NET INCOME TO SALES AND 

PERCENTAGE OF TOTAL PROFIT TO TOTAL CAPITAL 
664 TRADING CORPORATIONS 

PERC.ENTAGE INCOME TO SALES -
PERCENTAGE PROFIT TO CAPITAL -_ •• 

lEi: I J I ll"tl1-
UII9 1120 182t 1922 1823 "2'4 182:5 t828 tll27 1928 

tion, over the same period, is thus two and six-tenths times 
per year. Chart 7 shows the percentage of net income to 
sales in Trading for the ten years 1919-28, and that of 
total profits to total capital for the five years 1924-28. 

The Trade division, however, may be separated into 22 
minor groups. As in the case of the 73 groups of the Manu
facturing division, these vary widely in both the return 
upon sales and the degree of correspondence between that 
rate and the return upon capital investment. There is, how
ever, generally less variation in the percentage of earnings 
upon sales than in that upon investment. Table 24 gives 
the data for 1928: the return on sales, and the rate of 
capital turnover. 
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TABLE 24-
22 TRADING GROUPS. RETURN ON SALES AND RATE OF 

CAPITAL TURNOVER. 1928 

MINOK. PERCENTAGE RATE OF CAPITAL 
GROUP RET'UR.N ON SALBS TUR.NOVER. 

Retail 
15 Automobiles 
76 Meo'. clothing 
77 Department atorel 
7. Drygood. 
79 Furniture 
80 Groceries 
81 Jewelry 
82 Building material and lumber 
U Lumber and coal 
84 Miscellaneoul retail trade 

WhO/,Jd/' 
8S Coal, fuel and wood 
86 Drug. 
87 Drygoodt 
sa Grocerie. 
89 Hardware 
90 Importers and exporters 
91 Building material and lumber 
92 Paper 

93-85 Miscellaneous wholesale trade 
Rnai/ ""d IF IIol,.lole 

96 Coal, wood and fuel 
97 Hardware 
98 Lumber 

99-95 Miscellanoul retail and wholesale trade 

S.4 4.4 
7.4 1.7 
4.6 '1.7 
6.0 1.6 
6.0 1.6 
U 6.8 

U.6 1.0 
7.0 1.2 
9.0 1.2 
7.9 1.8 

U 2 .... 
S.6 2.3 
2.0 3.6 
4.5 1.8 
4.7 2.1 
2.0 2.3 
2.7 3.6 
3.2 2.6 

6.2 1.7 
3.9 1.9 
4.0 1.2 
6.0 I.S 

But again we may fasten attention upon the distribution 
of the ten-year aggregate figures.· The diversity of capital 
turnover rela tionships may be illustrated by three minor 
groups: Retail Jewelry, Retail Dry Goods' and Wholesale 
Paper. Retail Jewelry stands highest of the 22 trading 
groups in its profit margin upon sales: 10.7 per cent. Its 
turnover is, however, low for a trading group, and its re-

I The detailed data are given in the tables of the various chapters of 
Book II. 

• Including ladies' ready~to~wear goods. 
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turn upon investment is 12.7 per cent, which places it only 
ninth highest in the list. Retail Drygoods, on the other 
hand, earns a lower rate upon sales: 6 per cent. But a high 
tlIrnover gives it a 14.3 per cent return upon capitalization, 
which places it fourth in that list as against only ninth in 
the percentage-on-sales column. Finally, take the case of 
Wholesale Paper. It earns only 2.3 per cent on sales, but 
with a turnover of more than four, shows 11.3 per cent on 
its investment. 

For all 22 Trading groups the general correspondence 
between their ranks in earnings on sales and earnings on 
investment is less marked than in the Manufacturing groups, 
the coefficient of rank correlation for the ten-year aggregate 
ligures being +.347. Table 25 gives the array for these 
ten-year aggregate data, together with the capital turnover 
ligures. 

TABLE 25 
22 TRADING GROUPS RANKED BY EARNINGS RATES 

MINOR RANK, RE1VIUf RAN1t, RETURN RATE OF CAPITAL 

CROUP ON SALIlS ON INVESTMENT TURNOVER 

Retail 
75 Automobile, 14 1 6.3 
76 Men's clothing 6 3 2.1 
77 Department storel 10 6 2.3 
78 Drygoods 9 4 2.3 
79 Furniture 4 11 1.7 
80 Groceries 20 2 6.S 
81 Jewelry 1 9 1.2 
82 Building material and lumber 3 14 I.S 
83 Lumber and coal 2 10 I.S 
84 Miscellaneous retail trade 5 5 2.0 

Wholtsal, 
86 Drugs 16 I! 3.0 
87 Drygood. IS 17 2.7 
88 Grocericl 22 21 4.0 
89 Hardware 13 20 2.1 
90 Importers and exporters 19 16 3.2 
91 Building material and lumber 18 22 2.3 
92 Paper 21 IS 4.S 

93-85 Miscellaneous wholesale trade 17 12 3.0 
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T ABLB 25 (continued) 

22 TRADING GROUPS RANKED BY EARNINGS RATES 

MINOR RANX,REiURN RANK,RETURN RATE OF CAPITAL 
GROUP ON SALES ONINVESTMBNT TURNOVER 

R~l.ail "urd W"ol~lale 
96 Coal, wood and fuel 11 7 2.8 
97 Hardware 12 19 2.2 
98 Lumber 8 18 . 1.7 

99-95 Miscellaneous retail aDd 
wholesale trade 7 8 1.9 



CHAPTER 5 

SIZE AND GEOGRAPHICAL LOCATION OF 

CORPORATIONS 

1. THE SIZE OF ENTERPRISE AND ITS MEASUREMENT 

IT IS frequently contended that larger corporations earn 
profits at higher rates than smaller ones. Indeed, this alleged 
greater efficiency of large-scale enterprise is held, by some 
persons, to constitute the raison d' eire of the trend towards 
concentration which so markedly characterized post-War 
industrial development through 1929.' Others, while agree
ing in their impressions as to the greater profitableness of 

;a See, for descriptions of this trend, Gardiner C. Means, AmerictJn Eco-
1Iomic RHlit'W, March 1931, The Large Corporation in American Economic 
Life i Charles S. Tippetts and Shaw Livermore, Business Orga"izaJ;o1l and 
Control (1932), especially Ch. XVI, The Recent Modern Merger Movement; 
and Harry W. Laidler, ConU1ItrtJt;01l of C01ltrol ;" Amtrica,. Industry 
(1931), Statistical measures of the relation between size and the rate of 
return on sales volume in various retail trades have been given in the 
several bulletins of both the Harvard and Northwestern University Bureaus 
of Business Research; and data on size of capital and the return upon 
investment in certain manufacturing industries, of limited scope, in papers 
by Ralpb C. Epstein: Industrial Profits in 1917, Qllartn'iy JOllr"al of Eco
nomics (February 1925) j Profits and the Size of Finn in the Automobile 
Industry, Am~rican Economic Rnliew (December 1931). More recently, in 
an admirable paper in the May 1932 Quarterl, Journal of Econ01llics1 A 
Comparison of the Rates of Large-Scale and Small-Scale Industries, H. B. 
Summers gives data for manufacturing industries that lead him to the con
clusion reached in this chapter. Summers' data are compared below with 
our OWD. 

On geographical location, see W. L Crum, Corporat~ Earni., POfllJer 
(1929). 

[128] 
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"the larger firms, have asserted that not superior productive 
effectiveness but monopolistic advantages-resulting in the 
ability' to charge 'good prices'-underlie the higher rela
tive earnings of the larger establishments. 

Nevertheless, many observers have urged that although 
in many industries, plants of certain sizes are undoubtedly 
more efficient than smaller ones, this affords no evidence 
that there do not exist limits bey.ond which further growth 
becomes relatively less profitable. In any particular industry 
such an optimum might be either tangible or intangible; it 
might pertain to the size of the actual plant or to a financial 
or corporate unit which operates or controls several 
establishments. 

The data which we shall analyze in this chapter afford 
no definite answers to these questions, either in terms of 
what this optimum may be in any particular branch of 
industry or as to the causes of varying profitableness in 
enterprises of different size. They do, however, offer both 
for Manufacturing as a whole, and for three of its major 
groups-Foods, Chemicals and Metals-fairly comprehen
sive facts as to the size of the corporate unit and the rate 
of earnings. It is to be noted that the data pertain simply 
to corporate units, not to physical production units. While 
a large number of the corporations included perhaps do 
operate only single plants, many others own two or several 
establishments. Our comparisons, therefore, are of financiaI" 
and not necessarily physical or engineering magnitudes. 

The measure of size employed, in all cases, is the funda
mental one of the amount of total capital invested. This, 
it will be noted, ' includes the capital contributed by bond
holders as well as by shareholders, and is a better index of 
size, for most comparative purposes of this sort, than would 

I See Ch. 2 i also GlolSary. 
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be capitalization alone. Although from the accountant's 
point of view, interest upon borrowed capital is regarded as 
a cost, while that upon owned capital is not, both returns are 
income upon a corporation's capital in an economic sense; 
and differences of capital structure between enterprises, 
even though less marked on the whole in Manufacturing 
than in other industrial divisions (notably public utilities), 
ought not to be allowed to influence size comparisons.' For 
this reason, total capital and not capitalization is employed 
as the basis of all our size classifications; but for corpora
tions of any given size of total capital, the net return upon 
either total capital or simply capitalization can, of course, 
be shown. 

It might be possible to employ as a still more inclusive 
measure of size, total assets instead of total capital. Such 
data, however, are not here available. Were they at hand, 
they would provide a somewhat better measure of size in 
some ways, and a poorer one in others, than do total capital 
figures. From the point of view of managerial accounting, 
total assets afford a somewhat better basis for comparison 
-they include working capital borrowed for short periods 
from the banks, etc. But from the point of view of the 
permanent investment of capital in the business by its owners 

I If ooly capitalization were considered as the measurement of size (and 
the ratio of Det income aftu interest payments on long-term debt were then 
related to it) most misleading results might ensue. Of two corporatioDs, one 
might have its total capital all in the form of common stock; another, with 
exactly the same investment, might have onc-third of its capital represented 
by a bonded debt bearing S per cent interest Both might earo, say 10 per 
cent on total capital, but the corporation with the bond issue would sbow a 
Det return of 12.5 per cent upon its capitalization exclusive of bonded debt. 
It may be desirable to show the return UpOD capitalization, after charges, for 
corporations of different sizes, as well as that upon total capital before fixed 
charges; but, both to avoid difficulties arising from variations in capital 
structure and alto becaute the capital contributed by bondholders is at much 
a part of the corporation's capital as that supplied by stockholders, the basic 
classification by size teata upon the total capital of each corporation, at 
above ttated. 
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or other security-holders, total capital figures give a more 
realistic picture than do total assets; for in a balance sheet 
of either an enterprise or an industry, short-time advances 
cancel out-that is, the 'receivables' of one corporation 
constitute the 'payables' of another. For our purposes, 
therefore, total capital probably provides the most satis
factory measure of the size of the corporate unit in terms 
of the permanent investment made by those who receive 
incomes upon it, whether they be stockholders or bond
holders. 

2~ EARNINGS RATES BY SIZE OF CORPORATIONS: ALL 

MANUFACTURING 

Our data as to size consist of the 2,046 large manufac
turing corporations series for which other analyses have 
been made in previous chapters. The data are available 
only for the two years 1924 and 1928. In each of these 
years these 2,046 concerns have been grouped into seven 
classes, according to the amount of total capital possessed 
by each company. The lowest class includes those with capi
tals of less than half a million dollars; the highest, those 
with capitals of over fifty million. The number of corpora
tions falling into anyone class in either year ranges from 
about 65 to 600. 

The results seem rather conclusive. In both yea-rs, in 
Manufacturing as a whole, by far the highest percentage 
of profit te capital is earned by the smallest corporations
those with investments of less than $500,000. In 1924 the ~ 
230 companies belonging to this class show aggregate profits 
of 20.3 per cent, upon an aggregate investment of 82 mil
lion dollars. (The average investment per firm of the cor
porations in this class; it should be noted, is substantially \ 
less than $500,000, the mean figure being about $350,000). ) 
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In 1928 almost exactly the same rate of return, as welI as 
the same average investment figure, characterizes this group. 

Conversely, the largest corporations of all-those with 
capitals of over fifty million each-earn the very lowest 
rate of return in 1924 and almost the lowest rate of alI 
in 1928. In the former year the concerns in this highest 
class-66 in alI-show an aggregate return of only 8.1 per 
cent, upon their aggregate investment of over 14 billion 
dolIars, as against 20.3 per cent for the smallest concerns. 

In 1928 the very largest companies-now numbering 82, 
all with capitals over fifty million each-earn 9.8 per cent, 
as comp~red with 20.2 per cent for the smalIest con
cerns. Thus, in both years the companies with capitals of 
under half a million dollars show earnings rates that are 
double or more those of the companies with capitals of 
over fifty million. 

A less extreme comparison of sizes, however, is to lump 
. together the two classes having capitals under one million, 

and likewise to consolidate all classes containing firms with 
capitals of over one million. When this is done, the 'Under 
$1,000,000' group in 1924 shows earnings of about 18 per 
cent while the '$1,000,000 or over' group shows profits 
of only 9 per cent. In 1928 the first group earns about 15 
per cent, the second group 10 per cent. 

So much for the general summary. Beyond question, 
among manufacturing corporations of all sizes of capital 
from $250,000' to over $50,000,000, the smaller corpora
tions earn profits at higher rates than the larger ones. 
Table 26 gives these results in detail. It will be noted that 
the rate of return regularly falls as the capital class in-

~ The frequency distribution!! of total capital for the 2,046 corporations 
\see Appendix C) show that less than 2 per cent have capitals of under. 
$250,000 j but in 1924 and 1928 about 12 per ceDt and 10 per ceot, respectively, 
have capitals of under $500,000. 
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TABLE 26 
EARNINGS RATES, 2,046 MANUFACTURING CORPORATIONS 

BY CAPITAL CLASSES, 1924 AND 19Z8 

• .. 
~~~ • '" ~~~ ~i!; g~~ ~~ fj~~ 

.. I: ~,,< ~~~ .. I: ~1iI< ,,< :zo::s!::! ~&:~ :l:i Zli~ ~~< 
" .. "'~" "o~ 

~~~ n~ lIZ! OF CAPITAL ~~ ;q~ ~ ~2~ ~o 

(in dolldrs) " .. ,,= 
"'8 :-~ :D.~ "'8 :!'"\~ :110~ 

" " 1921 1928 
Under 500,000 Z30 ZM 20.3 187 ZO.3 ZO.2 

SOO,OOO to 999,999 461 17.9 17.7 376 13.5 13.4 
1,000,000 to 2,499,999 596 15.6 15.4 607 13.8 13.6 
2,500,000 to 4,999,999 310 13.1 12.9 351 -14.3 14.0 
5,000,000 to 24,999,999 315 9.8 9.5 376 10.0 9.7 

25,000,000 to 49,999,999 68 13.0 12.6 67 12.3 11.8 
50,000,000 and over 66 8.6 8.1 82 10.5 9.8 

creases, with the exception of but one class interval, in 
which a slight recovery occurs.' For comparative purposes, 
the percentages of net income to capitalization are given in 
the table together with those for the rate upon total profits 
to total capital. That the two do not greatly differ is because 
of the relatively small amount of funded. debt that char
acterizes manufacturing generally. Certain individual cor
porations, of course, possess enormous funded debts; tnat 
is the reason for having made total capital and not capital
ization the basis of our size classification. But in the aggre
gate the combined long-term borrowed capital of our 2,046 
companies constitutes slightly less than 10 per cent of their 
combined total capital figures, in both 1924 and 1928. 

With these results for our 2,046 manufacturing corpora
tions we may compare the broad findings of a similar 
analysis undertaken by H. B. Summers' for a smaller 

• It is to be observed that the class intervals are unequal and that the 
somewhat broad range covered by the limits of this particular class may 
Dot disclose some variation within these limits themselves . 

• 01. tit. 
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sample of 1,130 companies. His data are based on pub
lished reports as presented in Moody's and Poor's Manuals 
and not upon Government data; but broadly speaking, his 
definition of income and investment are the same as our 
own. His investigation, howeveF, covers the twenty·year 
period 1910-29 inclusive, and his series is not one of identi
cal corporations. The earnings rates that he develops are 
averages for this twenty-year period. With these reserva
tions in mind, we may note that his results show a higher 
earnings rate for the corporations with capitals of under 
$2 million than either for those with capitals from 50 to 
100 million or for those with capitals of 100 million and 
over. The discrepancy-the figures are 11.6 per cent as 
compared with 9.8 and 9.5 per cent respectively-is not 
nearly so large as that between our size groups, but the 
two samples, drawn from different sources as they are, 
serve to confirm each other.' 

3. EARNINGS RATES BY SIZE OF CORPORATIONS: MAJOR 

GROUPS 

Unfortunately, we are not able to present these size data 
by minor industrial groups or even by all major groups. 
For three major fields-Foods, Chemicals, Metals-sepa
rate figures are, however, available. 

a. Foods 
In both 1924 and 1928 the largest corporations of the 

'The less decisive discrepancy in Summcn' results may well be due Dot 
only to the fact that his sample is half the lize of ours, but also, because, 
as stated in his paper, it contains an inadequate represeotation of the 
smaller companies among the enterprises which we have termed 'large 
corporations'. Relatively few corporations with capital, of under $SOO,OOO 
have published financial statements i aod beyond question, Summers' 'under 
two million' group. which is his lowest separate category, contains few if 
aoy corporations possessing capitals of from $250,000 to $500,000. 
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Foods group show earnings rates of less than half those 
shown by the smallest concerns. In 1924 the companies with 
capitals of over $50 million earned 8.8 per cent on their 
investment, while those with capitals of under $500,000 
earned 24.3 per cent. The 1928 figures are almost the same 
-9.5 per cent for the larger companies, 22.6 per cent for 
the smaller ones. 

When narrowed by major groups and further divided. 
into class intervals, the number of corporations in the 
sample, however, sometimes becomes small. Thus there are 
in the Foods group only 12 corporations with capitals of 
over $50,000,000 in the sample for 1924, and 14 in 1928. 
Our broad results for this major group, therefore, will be 
more certain if we enlarge the comparison by combining 
the two classes with capitals of under one million, and like
wise the six classes with capitals of over that amount_ This 
gives, in 1924 for example, 74 Food Corporations in the 
'small' companies group and 141 companies in the 'large' 
group. The 'small' group, thus defined, in 1924 earns 21.0 
per cent, while the 'large' one earns only 9.9 per cent. In 
1928, the one group earns 16.3 per cent, -the other 10.3. 
Full data for these two brQad sizes of capital classes are 
presented in Table 27. 

h. Chemicals 
The Chemical corporations with capitals of less than 

$500,000 in 1924 earned 42.1 per cent upon their invest
ments, while those with capitals of over $500,000 earned 
7.9 per cent. In 1928 the figures were 68.4 and 10.6 per 
cent respectively. The exceptional figure of 68 per cent for 
the 14 smaller companies with capitals of less than $500,000 
suggests that something may be wrong with the sample. 
On the other hand, it is quite conceivable that certain small 
chemical concerns, possessing secret formulae or patented 
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TABLB 27 
EARNINGS RATES IN FOODS, CHEMICALS AND METALS, 

BY BROAD CAPITAL CLASSES 

1924 1928 
MAJOR GROUP HUMBER PERCENTAGB HUM'IIEIl PERCBNTAGI 

AND OF COR- PROFIT TO OF COR- PROFIT TO 
CAPITAL a..us PORATIONS TOTAL CAPITAL PORATlDNS TOTAL CAPITAL 

1: Fooa, 
Under $1,000,000 74 21.0 59 16.5 

$1,000,000 and over 141 9.9 lS6 to.S 
8: Clumicai, 

Under $1,000,000 62 31.S 48 26.0 
$1,000,000 and over 148 8.7 162 11.1 

10: Mrtsls 
Under $1,000,000 187 16.2 lSI 14.6 

$1,000,000 and over 461 9.1 497 10.4 

processes, might in some years earn 100 per cent or more 
upon their investments, and thus raise the average rate for 
those 14 concerns to something over 50 or 60 per cent. 
Very probably this is indeed the case, for a frequency dis
tribution of the individual rates of profit to capital earned 
by the 210 corporations of our entire Chemical group 
sample actually shows, for 1928, 8 Chemical companies 
with profit rates of over 68 per cent, 6 with rates of over 
90 per cent, and 3 with rates of over 200 per cent each; 
and, if these happen to be included in our 14 companies 
with capitals of under $500,000, an average rate of 68 per 
cent upon investment in 1928 is entirely possible.' 

But to be more certain of the broad tendencies involved, 
we may again combine the 'under one million' classes and 

• These individual frequencies, for the higher earnings rates- brackets in 
Chemicals in 1928, are shown OD p. 40 of the Sou,ce-Bo.(J~. They appear, 
but with classes of '3D per ceot and over' lumped together, in Ch. 17 of 
the present volume. It may be added that Summers pres cots data for the 
chemical industry in the paper previously cited, and his result!. show chemical 
corporations of under two million dollar capitals as earning 24.5 per cent 
(average for a 20 year period) whereas for all .those witb capitals of over 
that amount. the average rate is 12.0 per cent. 
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also merge the several classes with capitals of over that 
amount. The result, in 1924, is that the 62 smaller Chemical 
companies belonging to the first group earn 31.5 per cent 
while the 148 concerns of the second group earn only 8.7 
per cent. In 1928 the figures are 26.0 and 11.1 per cent 
respectively. 

c. Metals 
The Metals group sample contains 648 corporations, a 

far greater number than either of the two major groups 
already discussed. Of these 648 companies 61 had capitals 
of less than $500,000. Upon their investment these 61 com
panies earned 16.9 per cent. In the same year the Metals 
corporations with capitals of over $50 million-29 in 
number-earned only 8 per cent. About the same situation 
prevailed in 1928, the figures being 16.7 per cent and 9.6 
per cent respectively. 

Combining the capital classes of 'under one million' and 
similarly combining all those of over that amount, in 1924 
we see the 187 smaller Metals companies of the first group 
earning 16.2 per cent, while the 461 larger concerns of the 
second group earn but 9.1 per cent_ In 1928 the figures 
for the two groups are 14.6 and 10.4 per cent respectively. 

Complete data for all three major groups are presented 
in Table 28. 

4. CONCENTRATION OF CAPITAL AND INCOME 

In a re<;ent study Gardiner C. Means estimated that the 
200 largest non-financial corporations of the country con
trol 44 per cent of all non-financial corporate gross assets. 
Our figures upon corporate size will not enable us to de
velop, for the Manufacturing division or for any of its 
specific major groups, such striking evidence as this con-
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TABLE 28 

EARNINGS RATES IN FOODS, CHEMICALS AND METALS, 
BY DETAILED CAPITAL CLASSES 

MAJOR GROUP 
AND 

CAPITAL CLASS 
(in dollars) 

1: Foods 
Under 500,000 28 

500,000 to 999,999 46 
1,000,000 to 2,499,999 57 
2,500,000 to 4,999,999 30 
5,000,000 to 24,999,999 29 

25,000,000 to 49,999,999 13 
50,000,000 and over 12 
8: Chemicals 

Under500,OOO 19 
500,000 to 999,999 43 

1,000,000 to 2,499,999 68 
2,500,000 to 4,999,999 24 

. 5,000,000 to 24,999,999 33 
25,000,000 to 49,999,999 8 
50,000,000 and over 15 
10: Mdals 

Under 500,000 61 
500,000 to 999,999 126 

1,000,000 to 2,499,999 196 
2,500,000 to 4,999,999 107 
5,000,000 to 24,999,999 99 

2S,OOO,oqo to 49,999,999 30 
50,000,000 and over 29 

1921 

25.0 
20.2 
16.5 
10.7 
10.5 
13.3 
9.6 

42.5 
30.0 
17.9 
11.8 
12.2 
12.6 

8.0 

16.9 
16.2 
14.8 
15.4 
9.2 

13.2 
8.6 

24.3 
20.0 
16.1 
10.5 
10.3 
12.7 
8.8 

42.1 
29.4 
17.7 
11.7 
11.8 
12.2 
7.9 

16.9 
16.0 
14.7 
15.2 
9.1 

12.9 
8.0 

27 
32 
55 
39 
37 
11 
14 

14 
34 
71 
33 
30 
9 

19 

47 
104 
185 
124 
123 
29 
36 

19Z8 

22.9 
13.9 
12.4 
1S.3 

9.2 
14.3 
10.4 

69.1 
18.5 
15.9 
20.9 
13.8 
11.8 
11.1 

16.8 
14.3 
15.9 
15.8 
11.0 
13.0 
10.3 

22.6 
13.6 
12.2 
14.9 
8.8 

13.6 
9.5 

68.4 
18.0 
15.7 
20.6 
13.6 
11.5 
10.6 

16.7 
14.2 
1S.7 
15.4 
10.6 
12.6 

9.6 

cerning the degree of concentration existing in Manufactur
ing; but we may nevertheless utilize the data of the 
preceding sections for what they are worth In this 
connection. 

For Manufacturing as a whole the 82 corporations in 
our sample with capitals of over $50 million each in 1928 
possessed a combined capital of about $19 billion. In num-
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ber, these 82 corporations constitute only 0.1 per cent 
of all manufacturing corporations in the country, but their 
capital equals 31 per cent, and their total profit amounts 
to 39 per cent of the aggregate figure for the country. That 
the share of the total profit received by these 82 corpora
tions is somewhat larger than their share of the total capital 
does not contradict our previous figures showing that large 
corporations earn lower rates of return than smalier com
panies. In our size comparisons, we considered companies 
that had capitals of over $250,000 (with but few excep
tions) and compared them with one another. Here, in dis
cussing concentration, the comparison is of these 82 largest 
companies with all corporations in the country, many of 
which, of course, have capitals of much less than $250,000. 

For the three major groups-Foods, Chemicals, Metals 
-separate data are available. In Foods the 14 corpora
tions of the sample with capitals of over $50 million in 
1928 number 0.1 per cent of all Food manufacturing 
corporations in the country. They possess, however, 26 per 
cent of all the capital and receive 30 per cent of the total 
profit. In Chemicals 19 corporations with c·apitals of over 
$50 million constitute 0.3 per cent of all Chemical cor
porations by number, but account for 52 per cent of the 
capital and 59 per cent of the income. Finally, in Metals 
the 36 corporations of the sample having capitals of over 
$50 million constitute only 0.2 per cent of all Metal manu-· 
facturing companies in number but possess 42 per cent of 
the total capital and 44 per cent of the total income. 

These measures, it should be noted, are not necessarily 
indicative of the maximum degree of concentration in each 
group, that is, the 14 Food corporations of our sample with 
capitals of over $50,000,000 may not include e'Vcry Food 
company in the country having a capital of that amount. 
All we can say is that 14 of the larger Food companies 
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< or 0.1 per cent of the total number) own at least 26 per 
cent of the country's corporate investment in the Food 
manufacturing industry, that 0.3 per cent of the Chemical 
firms have at least 52 per cent of the aggregate investment, 
and that 0.2 per cent of the Metals corporations possess 
at least 42 per cent of the country's total investment in that 
industry; while for Manufacturing as a whole (which in
cludes such other major groups as Textiles, Rubber and 
Leather, as well as Foods, Chemicals and Metals), 0.1 per 
cent of all the corporations in the country own at least 
31 per cent of the aggregate corporate investment in all 
manufacturing industry, and receive at least 38.5 per cent 
of the total profit. In some major groups for which separate 
data are not available, however, concentration is not so 
high as the average figures for Manufacturing as a whole 
imply. 

5. EARNINGS BY GEOGRAPHICAL REGIONS 

The companies belonging to our large manufacturing 
and trading corporations series may be classified upon the 
basis of geographical location, and the earnings rates for 
these several regions compared. While such a classification 
is subject to substantial qualification because a given cor
poration, whether consolidated or otherwise, may possess 
production units located in two or more geographical 
regions, it is nevertheless of interest to note whatever broad 
differences prevail between those regions for which the 
sample contains a sufficient number of corporations to seem 
at all significant. But it is to be borne in mind that classifica
tion is based upon the place at which the corporation has 
its head office. D The country is divided into seven regions 

'See Ch. 46 for further discussion of this important qualification. 
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based upon the classification employed by the Census: New 
England, Middle Atlantic, East North Central, West 
North Central, South Atlantic, East South Central, West 
South Central, Mountain and Pacific. The states included 
in these regions are shown in Table 29. Our data pertain 
to the years 1924 and 1928. 

TABLE 29 

CODE FOR GEOGRAPHICAL REGIONS 

N nu E "gland 
Maine 
New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 

Midd/~ Atlantic 
New York 
New· Jersey 
Pennsylvania 

East N orin C e"tral 
Ohio 
Indiana 
Illinois 
Michigan 
Wisconsin 

Wut North Central 
Minnesota 
Iowa 
Missouri 
North Dakota 
South Dakota 
Nebraska 
Kaol8! 

Soulh Atlamic 
Delaware 
Maryland 
District of Columbia 

South Atlantic (co1ltinrlld) 
Virginia 
West Virginia 
North Carolina 
South Carolina 
Georgia 
Florida 

East South e,fdr.l 
Kentucky 
Tennessee 
Alabama 
Mississippi 

West South Central 
Arkansas 
Louisiana 
Oklahoma 
Texas 

Mountai" 
Montana 
Idaho 
Wyoming 
Colorado 
New Mexico 
Arizona 
Utah 
Nevada 

Pacific 
Washington 
Oregon 
California 

For Manufacture the West South Central region in both 
years shows the highest rates of return upon capitalization: 
14.4 per cent in 1924 and 14.7 per cent in 1928. 
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The region showing the lowest return in 1924 is New 
England with an earnings rate of 8.3 per cent, while the 
lowest rate in 1928 is for the Pacific region, 6.3 per cent. 
The number of corporations contained in the sample for 
the Pacific region is less than 100, so the figures may be 
accepted with some reservation. 

In both years, however, certain disparities persist. The 
New England region is near the bottom of the list and 
shows earnings rates of about 8 or 9 per cent, while the 
East North Central region, for example, shows rates of 
nearer 12 per cent. It is, of course, to be remarked that 
these disparities in part reflect differences in the industrial 
composition of the several sections of the country. Much 
New England manufacturing consists of Textiles in which 
the trend of earnings rates has been downward, while the 
East North Central region (containing the state of Michi
gan) has a large number of Metals establishments and in-

. eludes virtually the entire automobile industry, in which the 
earnings rates were relatively high during the years in ques
tion. Table 30 gives the data, except for the Mountain 

TABLB 30 

EARNINGS RATES, 2,046 MANUFACTURING CORPORATIONS 
CLASSIFIED BY GEOGRAPHICAL REGIONS, 1924 AND 1928' 

1924 1928 
PERCENTAGE PERCENTAGE 

NUMBER OF INCOME TO NUMBBR OF INCOMB 1'0 
REGION CORPORATIONS CAPITALIZATION CORPOIlATlONS CAPITALIZATION 

New England 268 8.3 269 8.7 
Middle Atlantic 681 8.8 680 11.3 
East North Central 648 12.1 651 11.2 
West North Central 126 12.7 121 13.4 
South Atlantic 133 9.5 134 13.4 
East South Central 50 13.3 49' 8.4 
We!!t South Centnl 57 14.4 57 14.7 
Paci~c 74 9.2 75 6.3 

1 Mountain region omitted, Ice text. 
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region. Earnings rates for that region have not been com
puted because of the small number of corporations con
tained in the sample. 

In Trade somewhat different results prevail. New Eng
land does not appear towards the bottom of the list in 
either year. The highest rate of return in both years is 
earned by the Middle Atlantic region: 15.5 per cent in 
1924 and 12.2 per cent in 1928. The lowest rates of return 
are earned by the West North Central section: 7.1 per cent 
in 1924 and 9.6 per cent in 1928. For 1928, however, the 
several differences in these earnings rates for Trade are 
much slighter than in Manufacturing. Table 31 makes pos-

TABLB 31 

EARNINGS RATES, 664 TRADING CORPORATIONS CLASSIFIED 
BY GEOGRAPHICAL REGIONS, 1924 AND 1928' 

NUMBER OF 

1924 
PERCENTAGB 
INCOMBTO NUMBER OF 

1928 
PERCENTAGE 

INCOME TO 
I.EGION CORPORATIONS CAPITALIZATION COllPORA.TIONS CAPITALIZATlOR 

New England 60 12.6 S9 11.9 
Middle Atlantic IS2 IS.S IS2 12.2 
East North Ccntral 148 13.S 141 1M 
West North Central 94 7.1 96 9.6 
West South Central 61 1I.S 61 10.8 
Pacific 64 I3.S 6S 11.3 

I South Atlantic, East South Central and Mountain regions omitted, aee 
text. 

sible a detailed comparison. Three of the nine regions, how
ever, are here omitted: the South Atlantic, the East South 
Central and the Mountain sections. In the first case the 
figures contained in the Source-Book suggested errors in 
either the original data or the tabulation, while in each of 
the last two cases the number of corporations contained in 
the sample is too small to be significant. 



CHAPTER 6 

CYCLICAL FLUCTUATIONS IN PROFITS 

1. EARNINGS RATES FROM 1919 THROUGH 1928 

THIS chapter will examine, in somewhat broad terms and 
from a somewhat different point of view, data which are 
presented in more specific detail in other parts of the 
volume. Our interest here is not in the particular industry 
that may be named in the discussion, but in its behavior 
along with, or relative to, certain other groups during the 
up- and down-swings of the business cycle. The analysis 

-will be restricted to Manufacturing and its various branches; 
nothing will be said of Trade, Mining or Finance. These 
three divisions, to be sure, exhibit cyclical variations which 
it is important to examine; but the smallness of the Mining 
sample (see Ch. 2S), and the fact that in Finance some
what different accounting procedures are the rule than in 
Manufacturing, make it inadvisable to compare these four 
divisions in the present chapter. Data for Trade, Mining 
and Finance, with a limited discussion r;>f their cyclical char
acter, will be found in Chapters 21, 25" and 26. 

Considered as a whole, the period 1919-28 indeed 
afforded -opportunities for profit to many manufacturing 
enterprises. Our list of 2,046 large corporations, in all 
manufacturing fields together, shows an aggregate net re
turn of 10.8 per cent upon capitalization for the ten years 
in question. Even the severe depression year 1921 did not 

[144] 
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greatly lower 'his average. If that poor year, 1921, is 
eliminated by taking figures for only the years 1922-28, 
the return is almost the same, 10.9 per cent! While there 
exist no data for other periods with which to compare these 
figures, it would seem that, judged absolutely, the series of 
profit ratios presented in Chart 8 confirms our general 
knowledge that 1919_28 was a prosperous decade (the 
underlying table for Chart 8 is Table 42). The Trading 
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I The concept of investment here employed, it will be noted, is that of 
capitalization as earlier defined. This assumes, for valid comparison in a. 
time serics, that no substantial alterations in capital structure have 'taken 
place (see Ch. S)~ Even aR"rt from this, it would be better from some points 
of view to include funded debt as well as stockholders' equity in order to 
show the total return OD the full investment of capital in an economic sense. 
Funded debt figures for this series are Dot, however, available over more 
than the last half of the 1919-28 period and are therefore not used in most 
portions of the present analysis. While in analyses that seek to determine 
the rate of return as between establishments or enterprises of different liEtS 

(such as appear in Ch. 5). the capital figures employed should preferably 
be those which include funded debt (and the income figures, those before 
instead of after fixed charges on such debt), for purposes both of timl 
comparison and of the comparison of different branches 01 i"dustry over a 
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field was even more profitable than Manufacturing, show
ing an average (aggregate) net return of 13.6 per cent 
upon capitalization for the ten years 1919-28 and one of 
13.7 per cent for the seven years 1922-28. 

But the year-to·year variation in earnings is substantial. 
The year 1919 afforded manufacturing industry an 18.3 per 
cent return; 1920 saw this reduced to 12.3 per cent, and 
the harsh year 1921 cut the figure down to 2.9 per cent. 
Recovery came in 1922. From that time through 1928 
fluctuations in the rate of net income were less severe, 
between 9.5 and 12.4 per cent being earned in every year. 

Examining Chart 8 further, it is surprising to note that 
the peak of profits, in terms of the rate upon capital, 
occurred in 1926 and not in 1928. Clearly, 1928 was a 
better year in the stock market, relatively speaking, than 
in industry. Not only was 1926 more prosperous for these 
2,046 corporations than was 1928; it probably was about 
as good a year as 1929. While the data now under discus
sion do not run beyond 1928, other figures charted later in 
this chapter justify this inference. 

It will be noted that Chart 8 is drawn to a semi-loga
rithmic scale, to make possible observation of the relative 
year·to·year change in the rate of profits upon investment. 
In Chart 9, the same data are shown upon a natural scale, 
but in the form of an index with 1927 as the base year. 

That 1926 was as prosperous as 1928, or even more 
prosperous, can be seen again in the actual percentages of 
total profit to total capital enjoyed by the 2,046 individual 

ten-year period, one set of figures probably serves almost as well as the 
other, if alteratioDs in capital structure afC not generally great. That the 
difference between the two sets of figures in the aggregate is not large may 
be seen by comparing the two ratios for all manufacturing for 1928: net 
profits after ioterest payments on funded debt to invested capital excluding 
funded debt, 11.0 per cent; the same before interest charges upon funded 
debt to capital including funded debt, 10.4 per cent. 
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corporations comprising the series. Frequency distributions 
affording knowledge of the range of individual earnings are 
presented graphically in Chait '10. Iit 1926, 2.5 per cent 
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of the 2,046 companies suffered losses; in 1928, 3. 7 pe~ 
cent. In 1926, 33 per cent earned profits at less than 10 per 
cent; in 1928, 38 per cent. Then, jumping to the higher 
brackets, in 1926 over one-quarter of the totlll earned 20 
per cent or over upon their capitals, whereas in 1928: only 
one-fifth did so." 

The absolute figures for net income, for capital invest
ment and for dollar volume of sales are given in Chart 11. 

~. t The distributions are given in detail in Ch.: 9. The figures in these 
.'distributions are for total profits upon total capi~l. i.e., they include funded 
debt and the interest thereon. But distributions of the rates of net income 

·to capitalization 'Would yield about the same results; sce Appendix Table S. 
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CHART 10 
FREQUENCY DISTRIBUTION OF INDIVIDUAL PERCENTAGES 

OF TOTAL PROFIT TO TOTAL CAPITAL, 
2,046 MANUFACTURING CORPORATIONS, 1926 ANO 1928 
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It will be noted that the rate of growth in sales volume 
(the scale is semi-logarithmic)' exceeds that in capital in
vestment from 1922 through 1926; thereafter, the reverse 
is true. Comparing 1928 and 1923, however, the growth 
in the two series is almost exactly the same. Of the relation 
between sales and investment something will be said below, 
when the analysis of trends in particular industries is 

. essayed. 

2. RELATION OF PROFITS TO TOTAL VALUE OF PRODUCT 

One point in connection with these aggregate sales 
figures commands especial attention. It is often contended 
that the cause of an industrial collapse is the increase of 
profits at such a rate that the mounting incomes of entre
preneurs and capitalists, during the period of expansion, 
leave a progressively smaller proportion of the total indus
trial product in the hands of wage earners and other income 
receivers. This is admittedly difficult to measure, but some 
clue can be obtained from data such as these by taking the 
absolute amounts of net incomes of these manufacturing cor
porations, adding to them the interest paid on bonded debt, 
and comparing the growth of those combined figures with 
the gross value of the product as represented by total sales 
volume. 

This is done in Chart 12.' It will be observed that while 

• Semi-logarithmic, or Irati~l, scales will be used in most of the cbarts of 
this chapter, since interest in these data centers more on their relative 
cbanges thao in ab901ute amouDts. 

tThi'll analysis is based only on the period 1924-28 because funded debt 
figures are not available for earlier years. Interest charges were estimated 
by aSluming an average rate of 5 per cent on the issues of large industrial 
corporations (see Appendix A). The income figures are before Federal 
taxel, but the relative differences, were taxes subtracted, would be slight 
for this period, and the trend of the seric! not be altered. 

It i. al80 true that ules do Dot represent the entire receipts of these 
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total profits, including interest payments to bondholders, 
increased somewhat more rapidly than did total volume of 
product, as measured by sales, the disparity is not great. 
The discrepancy between the increase in the amount of in
come actually disbursed to security-holders and total sales 
indeed looms somewhat larger. It indicates a more liberal 
dividend policy towards the peak of the cycle; relatively 
less of earnings is 'ploughed back' into industry, at least 
less is directly so reinvested. 

CHART 12 
TOTAL PROF IT, TOTAL SALES AND TOTAL DISBURSEMENTS 
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corporations; non-operating iocome of varioul kinds frequently appears al 
well. But the aggregate of gross Don-operating revcoue io manufacturing 
as a whole is small in comparison with that received from sales, however 
large the former may be in certain individual cascs; and unless the ratio 
of the ODe to the other changed very markedly over the period under exami
nation, sales serve quite as well as would a more refined total gross revenue 
figure for purposes of ti"., comparison. Of course, for certain other pur
poses this might Dot be 50. The question of 'value of products' ","sru 'value 
added' is likewise pertinent; but for the immediate purpose at hand its 
discussion does not seem essential. In the 80w of money income through 
manufacturing industry at least, the volume of sales best represents indus
try's aggregate product io terms of purchasing power received and passed 
on again to the ODe or the other productive factor. What is not disbursed 
to security-owners or retained in the surplus account is (apart from taxes) 
apent for wages, materials, supplies or rentals. 
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But the total net earnings of all capital-the aggregate 
of income ploughed back and income disbursed to both 
stock- and bondholders--bore no 'Very different relation to 
the total product of manufacturing industry in 1928 than 
in 1925 or 1926_ The bars of Chart 13 show these ratios, 
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CHART 13 

TOTAL PROfiT AS A PERCENTAGE Of SALES. 
ALL MANUfACTURING GROUPS, 1924-1928 

those for the three years just mentioned standing at about 
10 per cent. We shall discuss this matter further in the 
concluding section of this chapter. 

3. CYCLICAL FLUCTUATIONS THROUGH 1931 

Although it is not possible to obtain 1929 and 1930 
figures for all of the 2,046 manufacturing companies just 
analyzed, a somewhat restricted but still closely representa
tive sample of that group can be constructed and carried 
straight through from 1919 to the end of 1931. This has 
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been done by selecting from the list of 2,046 companies, 
through an empirical process of trial and error, 71 corpora
tions in various industries for which the consolidated income 
and balance sheet accounts in 1927 and 1928 showed ratios 
quite the salIJ.l: as those characterizing the larger group 
from which they were drawn. Then, for these 71 corpora. 
tions, data drawn from other than Government sources 
were obtained' for 1927 through 1931. 

In 1927 and 1928 the new figures 'fit' the data for these 
years drawn from the original 1919-28 series very closely, 
thus justifying the belief that the two series, although 
taken from different original sources, are for these two 
overlapping years indeed not only comparable but virtually 
identical. So far as concerns these 71 companies themselves, 
we may beyond question regard the last two years of the 
later series as a continuation of the earlier one." 

The only questions remaining before using the 1929-31 
. portion of this 71 companies series, in lieu of data for the 

original list of 2,046 concerns from which the 71 companies 
were selected, are these: how well does the earnings rate 
curve for the 71 companies series fit that for the 2,046 

• See notes in Tables SO and 52, pp. 60-1, of the Department of Com~ 
meree document previously cited . 

• For 1927, the ratio of net income to capitalization shown for thCIC 71 
companies, when data arc taken from the original 1919-28 series, is 9.6 
per cent; when taken from the Dew 1927-31 series, 10.3 per cent. For 1928 
the two figures arc 10.4 and 11.4 per cent respectively. (These figures are 
all for Det income after Federal taxes). This correspondence in ratios is 
quite as close when individual major industrial groups are taken in the two 
serics as for an manufacturing groups together. It is not, 8S will be pointed 
out below, possible to divide these 71 companies into quite 31 many major 
groups 8S the original 2,046 concerns, Bince in certain groups too small 
numbers would result; but when classified into eight (instead of 11) IUch 
groups, the 'old' and 'new' series respectively show, for 1927, net income 
percentages upon invested capital as follows: Foods, 8.4, 9.3; Textiles, 7.6, 
9.1; Chemicals, 7.S, 8.0j Metals, 11.2, 11.S; Paper and Printing combined, 
23.6, 23.1 i Stone and Lumber combined, 8.4, 9.2 i Leather and Rubber com
bined, 6.1, 8.6; Special Manufacturing Iodustriel, 1I.S, 11.2. 
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concerns over the entire period prior to 1927; and how 
representative industrially is the smaller list? Chart 14 
shows that the two curves follow each other, on the whole, 
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quite closely; in only one year is there an absolute difference 
of much over 2 per cent between the earnings ratios of the" 
two series.' The other test, that of representativeness by 

'The expression 'per ccnt' is here used in an absolute sensc, i.e., '2 per 
ceD~ meaning the two points spread between, say, 11.2 per cent and 13.2 
per cent. For a discussion of the significance of luch differences, and for 
their interpretation UpOD a sliding scale of permissible amounts of dif
ference. scc Ch. 43. Here it may merely be said that the amount of dis
crepancy present, in view of the inaccuracies to which the data are subject, 
is not urious (c/. note 6, Ch. 7). The only -exception to this statement 
occura in 1922, and could readily have been caused by 801D# dominantly 
large COncern in one group or the other having enjoyed an inordinately 
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the relative amounts of capital investment in the different 
major groups, is fairly met also. The proportions of total 
capitalization shown in each of the various groups cor
respond fairly well in the sample and the larger list; how
ever, because of the small number of companies in some 
groups, three combinations of groups had to be effected.s 

We have then, in Chart 15, a tested series representing 
manufacturing industry from 1919 through 1931.· For the 

2 0 

.. z, ... 
u .. ... .. 

0 • • 7 

• 
5 

4 

• 

CHART 15 
PERCENTAGE NET INCOME TO CAPITALIZATION 

AFTER TAX 
71 fo4ANUF"ACTURING COMPANIES, 1919-31 

\ /' ./ " ~ h 

\/ 1\ 
\ 

ttll 1920 1921 t922 1923 19Z4 1925 1926 1927 t928 1929 1930 f931 

high profit in that year. Such a circumstance would have affected the ratio 
for the smaller list of 71 companies far more than for the larger list of 
2,046 concerns. But even here, the discrepancy is Dot tremendous; the two 
figures arc 12.1 and 9.1 per cent respectively. 

• These percentages for the amount of capitalization in each major group 
(in 1927) for the list of 71 companies and for the list of 2,046 companies 
respectively are as follows: Food, 14-.6, 11.1 i Textiles, 4.2, 5.2; Chemicals, 
24.3, 26.1 i Metals, 41.1, 42.8: Paper and Printing, 1.9, 4.9 i Stone and Lum· 
ber, 4.2, 4.1 j Leather and Rubber, 1.8, 3.8; Special Manufacturing Indus· 
triC!, 1.9, 2.0. It should also bc said that just as the capital percentages in 
Paper and Printing, and Leather and Rubber are somewhat 'off', 10 is 
the earnings ratio in Paper and Printing. For the group in the list of 11 
companiel (in 1927) it is 23.6 per cent, while for the I8me two groups 
combined in the list of 2,046 companies the figure is only 13.1 per cent. 

II The 71 companies included have an aggregate capital of $S.3 billion in 
1927, which is 22.4 per cent of the aggregate capital of the 2,046 concerns. 
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thirteen-year period as a whole, the aggregate return was 
10.0 per -cent. Taking only the 1921';:29 portion of the, 
period-which gives a 9-year span from the trough of a' 
serious depression to the crisis in which the 'new era' pros
perity culminated-the figure becomes 10.9 per cent. Table 
32 gives the'series divIded :into eight major manufacturing 
groups. 

The most surprising thing about these figures, on the 
whole, is that no great or sustained upward trend character
izes them between.1,9/!2 and 1929. The period was one of 
relative prosperity, to be sure, but in industry (as distin
guished from the stock market) no generally higher level 
of profits was attained during the last few 'years of the 
expansion than during its earlier phases, And the recession 
of 1927, 'commonly viewed as merely ,a rippl~ on the sea 
of general business prosperity, is seen to have had a more 
severe effect upon profits than has been realized.- M anufac
luring induslry on Ihe whole earned almosl as high a relurn 
in 1930 as in 1927. The 1931. figure, of course, registers a 
tremendous drop. It stands at 3.6 per cent, or at almost 
exactly the 1921 level. But it is worthy of note that 1927, 
regarded generally as a year of very slight recession, was 
actually one of scarcely greater profitableness than 1930, 
regarded properly as a year of poor business activity and 
great unemployment. (The 1932 figure indeed is lower 
than 1921-a preliminary computation shows it to be nearly 
zero, 0.8 per cent).'· 

That the 1931 figure is virtually the exact rate recorded 
for 1921 is a rather interesting coincidence. One would 
have expected it to be lower. (It is fractionally lower, that 
is, 3.6 instead of 3.8 per cent, but this difference is negligible 

I. This figure rests upon a slightly' (but 'DQt significantly) different basi. 
of computation than the 1919-31 figuns. See B.,lIdi" #, National Bureau 
of Ecooomic Research, January 27. 1933. 
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TABLE 32 
EARNINGS RATES, 71 COMPANIES BY MAJOR GROUPS, 1919-31 

,PBCIAL 
MANU~ 

LEATHER LUMBER PAPER AND FACTORING 
YEAR FOODS TE%TILBI AND RUBBER ANDSTONB PRINTING CHBMICALS MBTALI INDUSTRIES 

1919 -.2 18.0 13.4 12.7 10.S 14.0 22.3 17.2 
1920 4.S S.O 2.7 14.3 14.7 8.3 12.3 9.2 
1921 4.9 7.4 -7.4 6.7 6.4 2.4 7.0 S.3 
1922 8.3 11.7 5.7 12.5 17.0 9.3 18.4 18.4 
1923 8.3 12.2 4.6 17.3 15.4 5.4 14.4 19.3 -1924 7.9 S.7 6.7 12.4 19.9 8.5 13.7 17.0 Z 
1925 8.3 7.4 12.2 11.3 20.9 11.7 16.2 16.4 tl 
1926 9.8 7.0 10.2 10.9 21.0 12.2 16.2 17.8 c: 
1927 8.4 7.6 6.1 8.4 23.6 7.S 11.2 U.S CI> 

1928 9.2 S.7 2.3 9.1 29.0 12.2 11.1 16.S >-l 
1929 1005 7.2 4.5 11.S 26.7 11.6 16.8 11.9 iOd 
1930 11.6 -.7 -3.7 3.7 22.3 7.S 1M 8.2 -> 1931 9.S --2.3 -3.4 -.S 13.7 3.1 3.2 4.3 t-< 
1919-31 8.0 6.7 4.1 9.6 18.8 8.5 12.7 14.2 ... 

iOd 
0 
"l ->-l 
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in view of the character of the data; see note 8.) Economic 
conditions in general were worse in 1931; certainly unem
ployment was greater, and the several indexes of general 
business activity all dipped much lower." Yet the average 
rate of net income to capitalization earned by large manu
facturing corporations was virtually the same as in 1921. 

This is not, to be sure, true of every manufacturing 
group. Some major groups are seen to have made relatively 
better showings in 1931 than in 1921 while others appear 
in a relatively worse light. Table 33 gives the earnings 

TABLB 33 

71 COMPANIES SERIES, PERCENTAGE INCOME TO CAPITALIZA· 
TION AFTER TAX, BY MAJOR GROUPS 

(8S relatives on 1927 base) 

CROUP RBLA.TIVES 

1921 1927 1928 1931 
Food. 58 100 110 113 
Textiles 97 100 75 -30 
Chemicals 32 100 163 41 
Metal. 63 100 99 29 
Paper and printing 27 100 123 58 
Stone and lumber 80 100 108 -I' 
Leather and rubber 121 100 29 -56 
Special manufacturing industries 29 100 89 23 
All groups 40 100 108 38 

I Estimated j lee Appendiz A. 

rates of the groups in several years, expressed as relatives 
with the year 1927 taken as 100. 

Returning to the composite figures, in which the rate of 
return for all manufacturing groups stands at 3.6 per cent 
in 1931 as compared with 3.8 per cent in 1921, we may 

U For example, the Annalilt index stood at 6S.0 in November, the 1931 
low, as against 81.6 per cent in March, the 1921 low. The index of the 
American Telephone and Telegraph Company in December 1931, 8tood at 
-47.4, wbereas in ]uly 1921, it was only -27.4. 
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note the relationships prevailing between the general net 
income curve and the indexes of general business activity. 
Chart 16 presents three series of relative or index figures. 
The curve showing by far the largest fluctuations is that for 

CHART 16 
RELATIVES FOR EARNINGS RATES FOR 71 MANUFACTURING 

COMPANIES AND FOR ANNALIST AND A. T. AND T. 
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the rate of net income. The two business activity series are 
the Annalist and American Telephone and Telegraph Com
pany indexes, converted into relatives with the same base as 
that of all the net income series, the year 1927 being taken 
as 100 in all three series. 

The index of corporate net income, or rather of the rate 
of return for large corporations in Manufacturing indus
tries, is seen to fluctuate from about 140 to 40, while the 
two indexes of general business activity move only from 
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about 107 or 104 to about 70 or 60 respectively. In other 
words, the amplitude of the extreme sWing is roughly twice 
as great in the rate of net corporate incomes as in general 
business activity. 

In closing this chapter, we revert to a point made earlier. 
This last series of figures, like a preceding one that was ex
amined, fails to show any continuous increase in the earn
ings rates of large corporations 12 during the nve years 
leading up to the 1929-30 collapse. The data thus do not 
lend support to explanations of recession that hold that 
cumulatively increasing profit rates in industry at large are 
the fundamental cause of general overexpansion, eventual 
crisis and subsequent liquidation. If anything, closer exam
ination of the figures 'Suggests that the collapse of 1929 was 
not caused principally by generally high earnings rates pre
vailing in the period immediately preceding." 

It has been remarked that the curve for all manufactur
ing fell about as low in 1927 as in 1930. It is also true that 
it s·tood as high in 1926 as in 1929. This is likewise true of 
the showing of most of the major groups themselves. The 
rate of return in Metals was virtually as high in 1926 as 
in 1929. The same is true in every other group with the 
sole exception of Paper and Printing; and here the ade
quacy of the sample is somewhat questionable (see note 9). 
Most of the series, it may be repeated, show no sharp up
swing whatever in the rate of profits upon investment dur. 
ing the three or four years ending in 1929; no more so 
than during the three or four years prior to 1926. 

Observe carefully the data for Metals and Chemicals 
for 1926 and 1927; and again for 1929 and 1930. Ex-

U That is, in terms of their ratio to investment, which is the proper way 
to measure the profitableness of indu8try.· In absolute amounts, of course,_ 
profitt increased greatly. 

11 ct. Gordon Hayes, Profits Destroy Prosperity, Nt'W R~publi(, June 3, 
1931, pp. 67-9. 
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amine the Food figures; then turn back to the curve for All 
Manufacturing (Chart 15). The declines in the important 
Metals and Chemicals groups are about as severe between 
1926 and 1927 as from 1929 to 1930. In Foods, also an 
important group, a decline occurred in 1927, but none in 
1930. In All Manufacturing together the 1926-27 decline 
is from 13.3 to 9.6 per cent while that in 1929-30 is from 
13.2 to but 8.3 per cent-a difference not at all striking. 

Why, then, did not 1927 turn into a year of pronounced 
recession such as 1930; or 1928 become a year of deep 
depression such as 1921 or 1931? Certainly the answer is 
not that the profits situation was essentially different in 
1928-29 from that in 1925-26. As a matter of fact, aggre
gate earnings upon investment for the three years 1924-26, 
for All Manufacturing, actually stand at a higher level than 
do those of the three years 1927-29. If 'profits destroyed 
prosperity' in 1929, as has been said, they should have done 
so equally in 1926. 

But to say that generally high earnings in industry (or 
even in large major groups of industries) exerted no causa
tive in8uence upon the cessation of prosperity does not mean 
that the large net incomes enjoyed by particular branches of 
manufacturing may not have resulted in an overexpansion 
of investment in those specific industries during the years 
1927-29, and thus contributed to bring about a general 
collapse. To examine the evidence for or against this some
what different point, we may next, returning to the data for 
the 2,046 companies from 1919-28, analyze the rates of 
earnings and the growth of capital in 73 sub-branches of the 
several major groups just discussed. 



CHAPTER 7 

CYCLICAL FLUCTUATIONS (Continued) 

1. RATE OF EARNINGS IN MINOR MANUFACTURING GROUPS 

THE 71 corporations series analyzed in the latter part of 
the preceding chapter, containing data that run through 
1931, cannot be subdivided into individual industries or 
minor groups. Our 2,046 large manufacturing corporations 
series running from 1919 through 1928, can, however, be 
so treated. Furthermore, it will be recalled that we have 
sales data available for this series as well as income and 
investment figures. This chapter seeks to examine these 
three items, sales, income and investment, in terms of com· 
parative growth or decline, by individual minor groups of 
industry. The reader is referred to Table 12 if he wishes to 
refresh his recollection of the full classification of 73 indus
tries into which the several major manufacturing groups 
have been divided! Our purpose at this point is not to 
discuss or even to mention in turn each one of these groups 
as is done in Book II, but rather to summarize the situation 
concerning the types of behavior shown by their several 
curves, and to chart the series that deserve particular at
tention. 

Before commencing the analysis, some remarks about the 
nature of the period are pertinent; While business men often 

t The-se 73 ;"J"slri~s should DOt be confused with the 71 comla"ies dis
cussed in the preceding chapter. 

[161] 
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termed 1922-29 a period of 'profitless prosperity', the ex
pression was a misnomer. In nearly all industries, some 
years were quite profitable, some "'ss so, but for no industry 
was the period as a whole 'profitless'. The expression was 
derived from the fact that although the volume of business 
increased in many lines, commodity prices failed to advance 
appreciably-indeed, in comparison with the War and im
mediate post-War years, prices were remarkably stable 
during the entire 1922-28 period. However, the volume 
of production in most lines showed a general increase be
tween 1922 and 1928. Although this growth was in no sense 
steady, in many industries it was persistent; the checks ad
ministered in 1924 and 1927 were more than overcome in 
succeeding years. This growth of general business, par
ticularly towards the end of the period when it became con
fused with a concomitant and more dramatic expansion of 
stock market specula tion and a rise in stock prices, then 

. caused the period as a whole to be popularly thought of as 
one of marked prosperity. Talk of 'profitless prosperity' 
subsided, and towards the end of 1928, only 'prosperity' 
was mentioned. And after the crisis of 1929-30, it became 
common to regard an alleged 'increasing profitableness' of 
industry during the years 1922-29 as a cause of the 1929-30 
collapse. 

We have in this chapter to examine the course of profit 
rates, of sales and of investment in manufacturing industries 
during the years in question. Our interest is not only in see
ing what were the cyclical fluctuations of 1923-24, 1926-27 
or 1929-30, but also in examining the 1922-28 period as 
a unit. (For our 2,046 corporations, the 1929 data, unfor
tunately, are not available.) 

In terms of strict business cycle theory, the years 1922-28 
are not, of course, a unit. They begin with a year of recov
ery from severe depression, cover one full cycle (1924-27), 
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and end with a yeat of recovery from mild depression. 
Nevertheless, from the point of view of the business man 
interested in the expansion or contraction of the fixed capital 
investment in his enterprise or industry, the years 1922-28 
possess certain characteristics which stamp them as 'good 
years'. For many products, the market grew greatly. For 
many lines of production, new and markedly cheaper proc
esses, often involving greatly increased mechanization, 
were developed. And finally during 1922-28, despite the 
cyclically low years of 1924 and 1927, no severe and sus
tained general· depression was encountered. For these 
reasons it seems to us' desirable to examine the period as a 
unit as well as to note its year-to-year cyclical aspects; and 
it seems not inaccurate, likewise, to describe it as a period 
of good times, bearing in mind, of course, that the prevail
ing prosperity was in no sense unbroken,-

During 1922-28, then, we find that most of our 73 manu
facturing industries showed no general increases in earnings 
upon investment.' Fifteen industries, or about one-fifth of 

:I The recessions of 1924 and 1927, while sharp in their effects on coc
porate earningl, were not so violent as to belie the statement that 1922-28 
constituted '8 prosperous 7-year period'. Dr. Mitchell points out that the 
data analyzed in this chapter are aonual, not monthly, figures and therefore 
do Dot match the cyclical turning points very well. He observes that what 
he would expect is Dot an increase in 1922-28, but a sharp rise in '22-'23, 
fan in '23-'24, rise in '24-'25 or '26, fall in '26-'27, and rise in '27-'28. In 
maoy industries such movements, of course, occurred. Granting the cor-· 
rectness of these observatioDs, it still seems proper for the present purpose 
to regard 1922-28 as a unit. To find -a satisfactory term to describe such a 
period is difficult; 'cyclical upswing' does not serve because the period con
taina parts of three cycles; years of igtntral/y (although Dot consistently) 
sustained industrial expansion' seems fairly accurate, though cumbersome. 
Another expression, also imperfect, might be ·period between holocaustic 
depressions'. The problem of different 'wave-lengths' in cycle theory is, of 
course, one on which much work is now being done. 

I In this chapter 'investmenr i. maioly used in the .ens~ of capitalization. 
Similarly, 'rate of earnings' or iearningt rate' means the percentage of total 
net income to capitalization and is employed as a briefer substitute for that 
expression. 
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the total number, show a rise in earnings rates. Thirty 
more, or about two-fifths of the total number, show scarcely 
any trends whatever. And in the 28 others, or the remaining 
two-fi fths, definitely declining trends are shown. The term 
'trend' is used loosely to denote the general slope of the 
curves in question-reference is not to computed, mathe
matically fitted curves. Nor is the term ever employed (un
less specifically so stated) in the sense of long-time or 
secular trend; reference is only to the period under discus
sion. The footnotes of the next section explain this more 
fully. 

These findings merit further analysis. How great were 
the increases in earnings rates in those industries which did 
record gains? How large were the losses in the group that 
actually showed declining trends? And what were the courses 
of sales and investment, in comparison with one another, 
and with earnings rates, in various industries? 

2. INDUSTRIES WITH RISING EARNINGS RATES, 1922-1928 

The 15 industries that enjoyed a general increase in their 
rates of return may be divided into two sets: those in which 
earnings rates, generally rising after 1922-23, reached 
their peaks in 1926; and those in which earnings rates 
reached their peaks in 1928.' Rates of earnings in the fol
lowing industries reached their peaks in 1926 (or 1925) : 

• In all of the 'trends' now discussed either 1922 or 1923 (whichever is 
lower) is taken as the initial year from which the growth in the profit!l 
rates aod the ranges of these rates over the period are determined. In a 
few cases the peaks in the one set of curves are reached in 1925; these are 
classified with the 1926 peak group. In a few cues abo, when expansion 
continues beyond 1926, the peak is reached in 1927; these are classed with 
the 1928 peak group. ' 

As previously stated, the word 'trend' is used loosely throughout this chap
ter, in the seDse of general .1ope--not as a mathematical derivative. See 
footnote 6 for discussion of the determination of 'general slope', 

." . 



CYCLICAL FLUCTUATIONS 

Meat Packing 
Cleaning Preparations 
Castings 
Electrical Machinery 
Miscellaneous Machinery 

[165] 

Similarly, earnings rates reached their peaks 1D 192 8 (or 
1927) in the following industries: 

Beverages 
Stationery 
Crude Chemicala 
Miscellaneous Chemicals 
General Factory Machinery 

Office Machinery 
Firearms 
Tools 
Non-ferrous Metals 
Miscellaneous Metals 

Of course, were figures available for 1929 the dating of 
these peaks might be changed. 

It will be noted that most of these industries showing 
increases are engaged in the manufacture of producers' 
rather than consumers' goods. The IS industries combined 
show earnings of about 5 per cent in 1922, and of about 
II per cent in both 1926 and 1928, or approximately a 
doubling in the rate of return over the period. Chart 17 • 

CHART 17 

PERCENTAGE OF NET INCOME TO CAPITALIZATION 

15 INDUSTRIES SHOWING INCREASING 
EARNINGS RATES, 1922-28 
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presents the averages for the group. Sales in this group 
about doubled also, while capital investment rose about 23 
per cent. These growths are observable in Chart 18. The 

CHART 18 

SALES AND CAPITALIZATION, IS INDUSTRIES 

SHOWING INCREASING EARNINGS RATES, 1922-28 
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individual ranges for the period (high and lew earnings 
years) for each industry are presented in Table 34. 

TABLE 34-
RANGES IN PERCENTAGES OF NET INCOME TO CAPITALIZA

TION; FOR IS INDUSTRIES SHOWING INCREASING 
EARN IN GS RATES, 1922-28 

Industry 

Meat packing 
Beveragel 
Stationery 
Crude chemicals 
Cleaning preparations 
Miscellaneous chemicals 
Castings and forgings 
Electrical machinery 
General factory machinery 

LOW 
1922 (or1923) 

(,""nl) 

2 
5 
4 
9 

16 
8 
2 

13 
7 

HIGH 
1928 (or 1926) 

(per u"t) 

6 
7 

10 
II 
24 
18 
8 

18 
13 
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TABLE 34 (continued) 

RANGES IN PERCENTAGES OF NET INCOME TO CAPITALIZA
TION, FOR IS INDUSTRIES SHOWING I.NCREASING 

EARNINGS RATES, 192Z-28 

Industr, 

Office machinery 
Firearms 
Tools 
Miscellaneous machinery 
Non-ferrous metals 
MisceUaucous metals 

LOW 
1922 (or192J) 

(per cent) 

9 
10 
8 

10 
9 
3 

HIGH 
1928 (or 1926) 

(per cent) 

19 
19 
15 
15 
15 
16 

3. INDUSTRIES WITH FALLING EARNINGS RATES, 1922-28 

The 28 industries in which earnings rates showed defi
nitely declining trends are given below: 

Dairy Products 
Canoed Foods 
Cotton Conve~ng 
Weaving Woolens 
Silk Weaving 
Carpets 
Knit Goods 
Mi!lcellaneoul Textiles 
Lumber Manufacturing 
Planing Mill, 
Millwork 
Furniture (non-metal) 
Miscellaneous Lumber 

Pianos 

Blank Paper 
Miscellaneous Paper 
Book and Music Publishing 
Paints 
Toilet Preparations 
Ceramics 
Glass 
Portland Cement 
Heating Machinery 
Textile Machinery 
Engines 
Railroad Equipment 
Hardware 

Miscellaneoul Special Manufacturing Industries 

It will be noted that no great preponderance of dearly 
definable producers' goods over consumers' goods industries 
is here apparent, at least not in sufficient measure to warrant 
any significant conclusions in this connection. 

How great actually is the decline in earnings in these 
industries during 1922-28? The ranges for the individual 
industries vary greatly, as shown in Table 35; but the com-
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TABLE 35 
RANGES IN PERCENTAGES OF NET INCOME TO CAPITALIZA

TION, FOR 28 INDUSTRIES SHOWING DECLINING 
EARNINGS RATES, 192Z-28 

Industry 

Dairying 
Canned goods 
Cotton converting 
Weaving woolen. 
Silk weaving 
Carpet. 
Knit goods 
Miscellaneous. textile. 
Lumber manufacture 
Planing mill. 
Millwork 
Furniture (non-metal) 
Miscellaneous lumber 
Blank paper 
Miscellaneous paper 
Book and music publishing 

. Painta 
Toilet preparation. 
CeramiCi 
Glas. 
Portland cement 
Heating machinery 
Textile machinery 
Engine. 
Railway equipment 
Hardware 
Pianol 
Miscellaneous special manufacturing 

HIGH 
1922 (or1923) 

(percen.) 

20 
20 
IS 
IS 
IS 
3S 
2S 
20 
2S 
26 
2S 
19 
17 
10 
II 
19 
20 
SO 
IS 
23 
20 
21 
21 
14 
IS 
20 
12 

. 20 

LOW 
1928 (or 1927) 

(per u.') 

10 
12 

8 
I.S 
S 
6 

10 
8 
7 
7 
8 

10 
10 

S 
8 

II 
9 

2S 
8 

12 
12 

9 
14 

6 
3 

11 
S 

12 

bined figures for the group, as presented in Chart 19, evi
dence a drop of from 14.S per cent in 1922 (and 16.4 per 
cent in 1923) to 8.S per cent in 1928. Doubtless in several 
of these industries declining secular trends in the consump
tion of the product are one cause of the fall in the rate of 
return: in certain of them the volume of sales shows an 
IIbS(,llute liecrease. Bllt ill Qthers sales shQW II substantial 



CYCLICAL FLUCTUATIONS [169] 

... 
Z ... 
U 

'" ... 

CHART 19 
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increase; here different factors primarily cause the relative 
profitableness to shrink. The word 'relative' is used ad
visedly, for the average (aggregate) return for this group 
in 1927 and 1928 still stood at about 9 per cent. Only 11 
of the 28 industries, by 1928, fell to a point lower than 
that; and of these 11, only 4 fell below 6 per cent (Woolen 
Weaving, Silk Weaving, Blank Paper, Railway Equip
ment). Aggregate sales, for this declining profits trend 
group, remained virtually constant from 1923 through 
1928; they are shown in Chart 20. Capital investment after· 
1923, however, increased steadily. 

4. INDUSTRIES SHOWING NO TRENDS IN EARNINGS RATES 

The final group, that of the 30 industries for which the 
rates of return either remained practically stable over the 
period or else showed such fluctuations that no trend could 
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be detected,' earned from 12 to 13 per cent in both 1922 
1\ In grouping the earnings ratio curves for these 73 industries a common 

sense interpretation in terms of reasonable approximation was used, rather 
than an abstract or refined mathematical technique. Some of tbe curves 

. classified either as 'stable' or as '00 trends' showed small general increases 
over the period, but at hest relatively .light ones;, e.g.. a change from a 
return of 11.3 per cent in 1922 to onc of 12.2 per cent in 1928. This nonot 
be regarded, by anyone who possesses a sense of humor along with a slide
rule, as clearly constituting an increasing trend in the rate of net income 
for the period: there are altogether too many possible sources of error in 
the original data of individual companies, in the dropping of d.ecimal points 
from the millions figu'res during the processes o'f computation, etc., to regard 
absolute variations of 1 per cent or less, in ratios such as these, as having 
any significance. When mere inspection of the curves (all were plotted on 
the same semi-logarithmic scales) failed to yield satisfactory knowledge -as 
to the direction of the trend, then three-year moving averages were com
puted and their slopes over the period were allowed to influence the de
cision. In no instance were terminal values alone allowed to determine the 
classification; general slope or contour was always considered. One other 
factor was considered: where the slope established by inspection was so 
slight that a 1929 figure (which was Dot available) might readily have 
made questionable the direction of the trend-were it added to the series 
and did it chance to run counter to the 1922-28 result-then, too, the chart 
was placed in the 'no trend' group. (I.e., if the slope of the 1922-28 curve 
was downward, but so slightly that a "ig" 1929 figure might readily have 
made the 1922-29 curve not dearly downward- in general slope, then the 
chart was relegated to the no-trend category; if the 1922--28 curve showed 
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and 1928, although, as Chart 21 discloses, the curve fluc-

CHART 21 

PERCENTAGE OF NET INCOME TO CAPITALIZATION 
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tuated about this level during the period. Sales for this 
group, however, increased at about as rapid a rate as did 
those of the group in which earnings rates for the period 
increased. C.hart 22 shows the steady upswing in sales and 
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an upward slope, but a very low 1929 figure might have made the 1922-29 
curve not clearly upward in general alope, then too the chart was cast 
aside.) 
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investment for this stationary or 'no trend' group, which 
includes several leading industries, among them Motor Ve
hicles, Rubber Goods, Petroleum Refining and Sheet Metal 
Products. 

. 5. SUMMARY: 

RELATION OF SALES GROWTH TO INVESTMENT GROWTH 

Net earnings rates did not, then, increase in most indus
tries during the 1922-29 period. We may with assurance 
include 1929 in this statement, for while our data run only 
through 1928, the addition of the 1929 figures would not 
alter the direction of many of the trends that have been 
noted.· Earnings did, however, increase in absolute amount 
in slightly over one-half of the 73 branches of manufacture; 
and in their percentage upon capital investment in about 
one-fifth of the total number of manufacturing industries. 

In most of the individual industries that exhibit risin9 
rates of earnings in 1922-28, this rise does not seem to call 
forth additional capital investment at a rate more rapid 
than that of the increase in sales. But the case is different 
with certain of the industries that manifest deC/inin9 earn
ings trends over the period of prosperity. Sales for the 28 
industries of this group as a whole grew not at all from 
1923 to 1928; but the aggregate investment and re-invest
ment of capital in these industries increased steadily.' 

• See Dote 5 preceding. 
'That is, investment and re-investment by the corporations included in 

this series, which takes no account of new companies entering these indus
triell 01" of old ones leaving during the period in question. In some iostances, 
too, the effect of mergers is reflected, although presumably in the invest
ment and sales figures alike. Despite these and other qualifications the fact 
that the corporatioDs bere included so expanded their capital investment in 
the face of the otber trend. mentioned is of significance. These trends, 
however, a!l will be !lugge!lted below, probably were unknown to those 
re!lpon!lible for the expansion. 
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Circumstances in the following 13 of these 28 industries 
were responsible for this result: 

Dairy Products 
Knit Goods 
Miscellaneous Textiles 
Miscellaneous Lumber 
Miscellaneous Paper 
Book and Music Publishing 
Toilet PreparatioDs 

Glass 
Portland Cement 
Textile Machinery 
Engines 
Railroad Equipment 
Pianos 

These 13 groups will repay study. In each the rate of 
earnings declined. In some sales remained stationary, in 
some they declined, in some they grew. But in every in. 
stance additions to capital investment were made, either as 
sales declined or remained stationary, at a faster rate than 
sales increased. 

It)s no part of the present analysis to survey the detailed 
circumstances of each industry, although analyses by persons 
familiar with such details might yield explanations of the 
situation that do not appear on the surface. The aggregate 
situation, however, is shown in Charts 23 and 24. Between 
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CHART 24 

SALES AND CAPITALIZATION 
13 INDUSTRIES IN WHICH CAPITALIZATION 

GREW FASTER THAN SALES, 1922-28 
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1923 and 1928 the aggregate sales of these 13 industries 
declined by 10 per cent. The rate of return fell from 16.7 
to 8.5 per cent. Investment grew from nearly one and one
half billion dollars to almost two billion, the exact increase 
being 32 per cent. 

This illustrates, it seems fair to remark, the failure of 
competition to function, as is often assumed, in directing 
the flow of productive resources between industries and 
groups. Seemingly, in no one of these 13 industries was the 
expansion of productive facilities called for; and in several, 
declining sales' indicated, or might have indicated, the wis
dom of curtailing productive facilities. Yet these facts were 
either unknown to certain of the corporate entrepreneurs 

• The effect of price changes is here ignored. Since over the period 
1923-28 commodity prices were on the whole quite stable. we may anume, 
with mass data of this 90rt, that large changes in the dollar volume of salcs 
indicate approximately equal changes in the physical volume of goods. 
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involved, or else they were not heeded. So long, apparently, 
as there is a substantial profit to be made, or the promise 
of one exists, the fact that a particular industry already has 
more than sufficient equipment to satisfy the demand for its 
products need make no difference to the individual business 
establishment. Even a generally declining trend of earnings 
may still yield an absolutely high return to the successful 
producer, especially if the rate is well above the cosf of new 
capital,· and under these conditions, apparently, the indus
trial capacities of particular branches of manufacture are 
freely expanded. 

In Charts 25 to 28, four examples of unwise industrial 
expansion are given; that is, presumably unwise in the light 
of subsequent maladjustments in production and employ
ment in these industries as a whole. The expansion of any 
individual concern mayor may not be wise for itself, of 
course, depending upon the given conditions in each case. 
But even additions to investment that result in profits to 
individual producers may cause losses and in some instances 
disaster for other producers, as well as for large numbers 
of workers employed in the industries. There are no ac
cepted or standardized criteria for the wise and unwise 
investment of capital by individual producers in a competi
tive system. But in the absence of such criteria, a rate of 
investment expansion that clearly outstrips the rate of 
market expansion (as represented by the growth of sales) 
seems presumptive evidence of future economic difficulty, 
from the point of view of the industry as a whole. 

To the four examples of such expansion already cited
Book and Music Publishing, Toilet Preparations, Portland 
Cement, and Railway Equipment.-we may now add a 

• Either the direct expense of interest payments upon working or find 
capital. if it is borrowed. or the opportunity Cost involved in investing one's 
own, or one's .harebolders'. capital. 
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fifth, one taken not from the declining earnings trend group 
but from the stationary or 'no-trend' group discussed earlier. 
This is Motor Vehicles. It is included with the other four 

CHART 25 

PERCENTAGE OF NET INCOME TO CAPITALIZATION 

IN TWO MINOR GROUPS, 1922-28 
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because while its rate of return from 1922 to 1928 did not 
decline sufficiently to place it in the group exhibiting defi
nitely falling trends for that entire period, its earnings 
rates from 1925 onward manifest a clearly falling course: 
from 24 per cent in 1925 to 16 per cent in 1928. 

Yet because either 24 or 16 per cent is more than a satis
factory return upon capital, and with a competitive situa
tion under which no producer is restrained from expanding 
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his capacity, each felt that he had a better chance than hi8 
competitor to capture a larger portion of the market, and 

CHART 26 

SALES AND CAPITALIZATION 

IN TWO MINOR GROUPS, 1922-28 
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additions to plant capacity in Motor Vehicles continued 
to be made. Frequently, of courSe, the general trends of 
the earnings upon capital and the growth of aggregate in
vestments are not really known to the business executive 
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neither automatically nor quickly enough to prevent enor
mous investments of capital being made, over a period of 
six or eight years, in quarters where they are not really 
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SALES AND CAPITALIZATION 
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needed and where they later serve to reduce profits below 
levels which, again under a competitive system, allow any
thing like the full employment of the capital so invested. 
It is, in other words, the possibility of absolutely high rates 
of income that causes overinvestment, relative to market 
needs, in particular industries. This overinvestment in pro-
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ductive facilities for particular products, rather than in
creasing rates of earnings in general, is what later occasions 
difficulty so far as the profits situation is concerned. How, 
under a fully competitive system of industry, such invest
ments can be checked, save by fuller disclosures and current 
publication of the figures and trends involved, it is difficult 
to see. On the other hand, our final chapter points out the 
statistical difficulties-to say nothing of the several political 
problems-connected with any plans for a centrally con
trolled economic system. 

6. CONSUMERS' Ar-.'Il PRODUCERS' GOODS INDUSTRIES 

A final question relates to the situation of industries which 
make consumers' goods as compared with those which manu
facture producers' goods. Since any classification of indus
tries in this respect is somewhat difficult, the criterion 
employed is this: is the principal commodity made one 
eventually destined for human consumption in substantially 
the form in which it is produced, or is it simply a piece of 
equipment or a facilitating device of some sort in the pro
duction of other goods? Thus flour is regarded as an article 
destined for consumption; so also is cotton cloth. Castings 
and forgings on the whole are not; nor are most classes of 
machinery other than automobiles. Where, however, great 
doubt exists-where the products of an industry are used in 
large quantities both by producers and consumers, for ex
ample, Lumber, Electrical Machinery, Scientific Instruments 
-the industry is put into neither class but is omitted from 
the calculations. 

Thus classed, the 18 industries manufacturing producers' 
goods show an aggregate earnings rate that runs from 6 
per cent in 1922 to 10 per cent in both 1923 and 1926, and 
stands at 8 per cent in 1928. The group making consumers' 
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goods (26 industries) enjoys much higher and much steadier 
earnings-from 12 to 16 per cent in all years of the same 
period. The two curves are shown in Chart 29. 

CHART 29 

PERCENTAGE OF" NET INCOME TO CAPITALIZATION 

PRODUCERS' GOODS AND CONSUMERS' GOODS 
INDUSTRIES, 1922-28 
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Sales in the consumers' goods group grew somewhat more 
rapidly than did capital investment (Chart 30). In the 
producers' goods, sales grew more rapidly from 1922 to 
1926; thereafter, the growth of capital invested greatly 
exceeded that of sales (Chart 3 ~). This relatively excessive 
investment of capital by producers' goods industries just 
prior to the peak of a cycle is a significant phenomenon. 
It accounts, for one thing, for the great distress of the 
'heavy industries' in the ensuing period of depression. And 
it emphasizes the 'roundabout' character of modern methods 
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of production, under which enormous commitments of capi
tal are regularly made solely in anticipation of a demand 
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which, in either an absolute or a relative sense, is already 
declining even as the investments of capital made to satisfy 
it are increased. 

The consumers' goods group, however, in which no such 
overinvestment-in the sense of a capital expansion alto
gether disproportionate to the growth of sales-took place 
towards the peak of the cycle, may be analyzed further. 
Producers' goods industries, after all, exist basically in 
order to feed or to maintain the industries that make con
sumers' goods; and the rates at which sales, profits and the 
like grow in various classes of consumers' goods industries 
are deserving of further attention. . 

The numerous consumers' goods industries for which 
aggregate data were just presented may arbitrarily be di
vided into three classes: those making goods tha tare 
quickly consumed; those making durable goods; and those 
making goods of intermediate durability. In the Quick con
sumption group have been placed all Food products, in
cluding Tobacco; Proprietary Preparations; Toilet Prepa
rations. In the Intermediate consumption group have been 
placed all types of Clothing. Finally, in the Durable group 
have been put Furniture, non-metal; Motor Vehicles; 
Jewelry; Toys; ,. Pianos. 

The volume of sales in each of these groups from 1922 
through 1928 is shown in Chart 32. The annual sales of 
Durable goods more than doubled between 1922 and 1928, 
the degree of this increase greatly exceeding that of either 
of the other two types of commodity. Again, the growth in 
the capital investment devoted to the production of Durable 

10 One may question the inclusion of Toys in the Durable group; how
ever, what i. in mind is not the length of life, Of tbe article's pbysical 
condition as it ages, ao much as the greater or lesser degree of necessity 
for replacement as it becomes old. Most large toys, at least, are probably 
Dot articles for whicb the 'replacement' demand is elastic. 
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goods proceeded at a far more rapid rate than in the other 
two groups (Chart 33) • 

Finally, however, it is to be observed that the rate of 

CHART 32 

SALES IN 'QUICK'. 'INTERMEDIATE' AND 'DURABLE' 

CONSUMPTION GOODS INDUSTRIES, 1922-28 
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earnings did not take the same course (Chart 34). In Dur
able goods, it fell; in Intermediate consumption goods, it 
fell too; in Quick consumption goods the rate showed a very 
slight increase. But even at the 1928 low point (of the 
period 1922-28), the return in Durable consumption goods 
stood higher than that in either of the other two groups. 
This illustrates again how falling earnings rates fail to check 
the investment of capital as long as their downward slope 
remains absolutely high--or at least high relative to other 
industries. In this instance, however, there is present no 
striking lack of proportion between the growth of sales and 
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the expansion of investment. The Durable consumption 

CHART 33 

CAPITALIZATION IN 'QUICK~ 'INTERMEDIATE' AND 'DURABLE' 
CONSUMPTION GOODS INDUSTRIES, 1922-28. 
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goods industries merely became increasingly important in 
the national economy between 1922 and 1928. The increase 
that took place in their sales over this period, however, was 
greatly out of proportion to the growth of sales in other 
consumption goods industries and points to the relatively 
high state of 'consumers' inventories' that prevailed at the 
peak of prosperity and the beginning of depression. 

7. INVESTMENT EXPANSION BY 71 COMPANIES, 1927-29 

We may here return to the series of 71 manufacturing 
companies discussed in the preceding chapter, for which 
we have data running beyond 1928, and examine the capital 
assets of these corporations as shown by a set of condensed, 
composite balance sheets, in Table 36. 

Between 1927 and 1929 both the aggregate fixed assets 
of these corporations and their combined capital stock and 
surplus increased about 18 per cent. Some part of this ex
traordinarily rapid increase is to be explained upon the basis 
of the merger of some of these companies with corporations 
not included in the list as of the end of 1927. But inqui ry 
has disclosed that few of these corporations increased their 
assets by any very large relative amount for this reason. 
Lumping together the increases due to the effect of impor
tant mergers, the maximum net growth ascribable to this 
factor may roughly be estimated at 125 million dollars. 
This still leaves a net increase of 861 million dollars in the 
capital stock and surplus of these companies between 1927 
and 1929, or a growth of approximately 15.9 per cent in 
these two years alone. 

The bulk of this increase is found in the Chemical and 
Metals groups in which the gross increases in the capital 
stock and surplus items were 34 and 21 per cent. While 
data are not available for the sales of these groups in our 



TABLB 36 

CONDENSED COMPOSITE BALANCE SHEETS OF 71 COMPANIES 
IN ALL MAJOR MANUFACTURING GROUPS AS OF 

DECEMBER 31, 1927-30 

1927 1928 1929 

• 

1930 
Millions Ptrcentagt Millions P~rtt"'llgl Millio,,, Ptrtenlagl Millions Percentage 

Assets of dollars of lolal oj dollars 0/ total 0/ dollars 0/ total of dollars of total 
Cash and equivalent 1185 17.1 1255 17.3 1269 15.9 1289 16.5 
Inventories 1338 19.2 1424 19.6 1512 19.0 1395 17.8 
Other current asset. 543 7.8 576 7.9 600 7.5 544 7.0 
Total current assets 3066 44.1 32SS 44.8 3381 42.4 3228 41.3 
Fixed asset. 3879 55.9 4010 55.2 4596 57.6 4586 58.7 

Total assets 6945 100.0 7265 100.0 7917 100.0 7814 100.0 

Liabilitits 
Total current liabilities 610 8.8 694 9.6 617 8.5 459 5.9 
Funded debt 722 10.4 71S 9.8 656 8.2 696 B.9 
Capital atock and 8urplul 5416 78.0 5655 77.8 6402 BO.3 6494 B3.1 
Other liabiJities 197 2.8 201 2.B . 242 3.0 165 2.1 

Total liabilities 6945 100.0 7265 100.0 7977 100.0 7814 100.0 
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71 companies series, we may note that in our larger samples 
(which include the corporations of the 71 companies series) 
sales in the Chemical group fell of! substantially between 
1927 and 1928 and in the Metals group showed only an 
11 per cent increase. Sales data for 1929 are not available 
for either series, but it seems fairly certain that whatever 
increase occurred between 1927 and 1929 was not nearly 
so great as the increases in investment just noted. 



NOTE UPON 

ABSOLUTE SALES AND INCOME CHANGES 

DECLINE IN SALES, 1920-1921 

IN THIS and the preceding chapter, interest was centered chiefly upon 
the general course of sales, income and investment in different indus .. 
tries over the period 1922-28. This note summarizes an examination 
of some shorter-run phenomena: the decline of sales and income, 
in each industry, from the cyclical peak to the trough which, within 
a year or two, follows; and the recovery from the bottom of the 
trough to the immediately succeeding point of recovery. Which 
industries suffer the severest, which the mildest, drops? Which soon 
recover to a greater, which to a lesser exten t? How dees a decline in 
sales affect the amount of net income in one industry as compared 
with another? The discussion is couched in terms of absolute amountl 
of income and sales and their relative changes-not rattS of return 
upon either sales or investment. For, over so short a period as from 
one year to the next, it may be assumed that investment does not 
ordinarily vary sufficiently to make adjustments in the data essential. 
By and large, the typical manufacturing plant or retail store possessed 
roughly the same total capital or capitalization at the beginning of 
1920 as a year later in 1921; it is thus roughly accurate to compare 
the sales made or incomes received during 1920 with those of 1921. 
The procedure, then, is to measure the percentage by which actual 
sales in a prosperous year such as 1920 are 'off' in a depression year 
such as 1921; and similarly to compare the actual amounts of net 
income earned, or lost in such years. The cycles through which all, 
or nearly all, individual industries pass, however, are not exactly the 
same. While most of our 73 manufacturing minor groups have sales 
peaks in 1920, some show peaks in 1919. In such cases, 1921 is com-

[189] 
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pared not with 1920 but with 1919. This is also, of course, true of 
the volume of income; and there the same procedure is folIowed.' 

Examining the contraction in sales volume that took place in the 
73 manufacturing industries from 1920 (or 1919) to 1921, we find 
a wide variation in the percentages of decline. Two industries show 
not declines but increases; in 16 others the declines range from 4 to 
25 per cent, while 44 more suffer declines of from 25 to 50 per cent. 
In the remaining 11 groups, decreases of from 50 to 82 per cent 
occurred. The quartiles are shown in Chart 35. 

CHART 35 
DISPERSION OF PERCENTAGE DECLINES IN SALES AND INCOME 

IN 73 MANUFACTURING INDUSTRIES, 1921 COMPARED WITH 1920 (OR 1919: 
(WITH QUARTILES OF THE: DISTRIBUTION INDICATE:O) 
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I In the case of net income, in certain instances when the peak OCCUR in 
1919, the low point is reached in 1920 and recovery i!l evidenced io 1921. 
In such instances the 1920 low is the figure that is compared with the peak. 
Appendix Table 6 gives the absolute data, which may be consulted or 
charted by the reader who cares to extend the analysis. 
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DECLINE IN NET INCOMES, 1920-21 

The same procedure may be followed in analyzing the amounts 
of net incomes received by the 73 manufacturing groups in 1920 and 
1921. Of the 73 industries 3 showed increases in income and 4 had 
declines of less than 25 per cent. Eight industries underwent declines 
of from 25 to 50 per cent, while 58 industries suffered declines of 
50 per cent or over. Of these, 44 showed income shrinkages nf from 
50 to 100 per cent, while 14 declined over 100 per cent, that is, they 
had deficits in 1921. 

COMPARISON, 1921 SALES AND INCOME DECLINES 

The fact that sales declined by 50 per cent or more in only 11 
of the 73 industries, while income fell by 50 per cent or over in 58, 
vividly corroborates the oft-repeated statement that a "small drop 
in gross 'revenues may cause a large drop in net". In all 73 manu
facturing groups combined, sales fell, roughly 33 per cent between 
1920 and 1921, from 25 billion dollars to 16 billion. But total net 
income fell 75 per cent from exactly two billion to almost precisely 
one-half billion. This, of course, is because overhead ~pense remains 
relatively constant over short periods, or at least seld'om. contracts in 
proportion to the reduction in sales. The discrepancy is emphasized 
graphically in Chart 35. The two sections of the chart are drawn 
to the same scale, but in the income diagram the available space pre
vents carrying down fully the lines representing drops of over 100 
per cent. 

Although certain industries are conspicuous in the degree to which 
given declines in sales cause disproportionate shrinkages in net earn
ings, there is nevertheless a fairly close general correspondence be
tween the relative standing of the different industries with respect to 
their declines in sales and in income.' If we compare specifically the 
list of the ten industries showing the smallest declines in sales from 
1920 to 1921 with that of the ten showing the slightest falling off in 
incomes, we find that seven industries are common to both lists. 

Similarly, if we compare the industries that suffer the largest sales 

2 Only the industries occupying extreme positions are analyzed here, but 
a general measurement of the correlation in ranks is undertaken later. 
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declines with those undergoing the greatest income curtailment, we 
lind a high degree of correspondence in the two lists. Here, however, 
the industries with the greatest declines in incomes suffered actual 
delicits--13 industries in all. Comparing with this list, then, not the 
10 but the 13 industries in which sales declined the most, we find 
10 names common to both lists. 

SALES AND INCOME DECLINES, 1923-1924 
r 
The year 1924, while not nearly so depressed as 1921, recorded 

a general drop in business activity. The Annalist index fell from 108 
in 1923 to 97 in 1924 and the index of the American Telephone 

CHART 36' 
DISPERSION OF PERCENTAGE DECLINES OR INCREASES IN SALES 

AND INCOME IN 73 MANUfACTURING INDUSTRIES, 
1924 COMPARED WITH 1923 

(WITH QUARTILES or THE DISTRIBUTION INDICATEt» 
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and Telegraph Company from 108 to 95.' The 1921 figures for the 
two indexes respectively were 85 and 76. Although annual figures 
by no means indicate the full extent of the drop, it is nevertheless of 
interest to examine the 1923-24 recessions in sales and income in 
the 73 manufacturing industries and to compare them with the 
1920-21 situation. Nearly half of these industries showed no sales 
declines at all in 1924 (more accurately, 32 failed to show declines). 
Rather, in 27, sales increased. In 5 otpers, sales equalled the 1923 
figures. Only in the remaining 41 minor groups did sales falloff. 
More than ever, one is impressed with the fact that what we term 
'general business' (however useful a concept) is a composite, an 
abstraction. 

The 1923-24 declines in the 41 manufacturJng groups where sales 
fell off are not large as compared with the declines of 1920-21. In 
28 groups they are less than 10 per cent; in 9 more they run from 
10 to 15 per cent; in only 4 groups are they 20 per cent or more. 

Net income, 1923-24, either remains constant or increases in about 
one-third of the 73 industries. Of these 25 groups, one shows the 
same income in 1924 as in 1923, while the other 24 all register gains 
ranging from 3 to more than 100 per cent. In the 48 groups that 
show declines in income, the drops range from 1 to 89 per cent. 

SALES AND INCOME DECLINES, 1926-1927 

The year 1927 is customarily regarded as one of mildest recession. 
While the J:eneral drop of that year was hardly felt in comparison 
with either that of 1921 or even 1924, data for the rate of net earn
ings upon capital presented in Chapters 6 and 7 have suggested that 
1927 recorded a more severe business contraction than is ordinarily 
thought to have been the case. A survey of the absolute declines in 
sales and income, 1926-27, seemingly corroborates this earlier con
clusion, although again annual figures do not tell the entire story. 
Of the 73 manufacturing industries, 39 show declines in sales. Most 
of tbe declines are of almost the same magnitude as the declines shown 
by the 1923-24 list. In 1924, 28 groups showed declines ranging 
from 1 to 10 per cent; in 1927,31 groups fell into the same category. 

In 1924, 13 groups showed declines of 10 per cent or over, while 
in 1927,8 groups did so . 

• These figures are aODual averages of the mODthly data. 
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As regards net income, the number of groups showing declines in 
1927 is almost the same as that for 1923-24, 47 in one case and 48 in 
the other. The range is not greatly different, although a smaller 
proportion of industries suffers extreme changes: in 1927, 3 groups 
show income drops of 50 per cent or over, as against 8 groups in 1924. 
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INCREASES IN SALES AND INCOME, 1921-22 

We may now inquire how the rate of recovery in sales and incomes 
varied. j 

The 1922 upswing in sales ranges from 1 to 82 per cent over the 
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1921 figures.' In 15 industries the gains were under 10 per cent; in 
25, from 10 to 19 per cent; in 30, from 20 to 49 per cent; in 3, 50 
per cent or over. 

Increases in net income, 1921-22, range from 6"to several hundred 
and even more than a thousand per cent; in some of the industries, 
however, actual deficits prevailed in 1921. Fifty-eight show gains of 
50 per cent or over; 44, of 100 per cent or over. 

GENERAL RELATIONSHIPS BETWEEN INCOME AND SALES 

CHANGES 

Thus far, this note has dealt broadly with the character of the 
variation in income and sales changes. There remain to be given 
certain measurements of the general degree~ to which decreases and 
increases in income and sales correspond. 

a. High Correspondence in Sales and Income Declines 
If the 73 industries be arrayed (or. ranked) according to their 

percentages of sales decline, and then, in parallel columns, are entered 
their positions in terms of their income declines, we obtain the two 
lists presented in Table 37. The general correspondence in ranks 
prevailing between these two lists is close, about 70 per cent perfect. 

TABLB 37 
RANK OF 73 MANUFACTURING GROUPS IN SALES DECLiNE 

COMPARED WITH RANK IN INCOME DECLINE, 1920-21 

MINOR 
CROUP 

26 Planing mills 
65 Tools 
66 Bolta and nuts 
12 Cotton spinning 
SO Sheet metal 
70 Miscellaneous metals 
23 Miscellaneous leather 
31 Cardboard boxe. 
SI Wire and nails 
11 MisceHaneoul foods 

RANKIN 
SALES DECLIN E 

1 
2 
3 
4 
S 
6 
7 
8 
9 

10 

RANK IN 
INCOME DECLINE 

4S 
10 
12 
39 

2 
8 
4 

17 
14 
6 

tIn 10 industries out of the 73, the increases are for 1923 over 1922, the 
latter year being in those 10 industries lower than 1921. In 3 other indus
tries, the comparison is also that of 1923 over 1922 because the latter is as 
low as 1921. 
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TABLE 37 (continued) 

RANK OF 73 MANUFACTURING GROUPS IN SALES DECLINE 

MINOR 

CROUP 

49 Castings and forgings 
32 Stationery 
24 Rubber products 
68 Non-ferroDI metals 
4 Package foods 

61 Railway equipment 
48 Miscellaneous clay and stonc products 
38 Crude chemicals 
25 Lumber manufacture 
63 Firearms 
27 Mmwork 
58 Mining macbinery 
67 M iscellancous machinery 
14 Cotton weaving 
30 Blank paper 
64 Hardware 
69 Jewelry 
7 Meat packing 

33 Miscellaneous paper 
62 Motor vehicles 
44 Miscellaneous chemicals 
21 Miscellaneous textiles 
46 Gla!!! 
S2 Heating machinery 
3 Confectionery 

13 Cotton converting 
57 Engines 
29 Miscellancous lumber 
39 Paints 
2 Flour 
6 Canoed goods 

20 Miscellaneous clothing 
4S Ceramics 
S9 General factory machinery 
72 Toys 
!7 Miscellaneous printing and publishing 
18 Men's clothing 
19 Knit goods 
73 Pianos 
28 Furniture (non-metal) 
40 Petroleum re-fining 
16 Silk weaving 

RANKIN 

SALES DECLIN E 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
4(l 

41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

RANK IN 

INCOME DECLIliE 

13 
9 
3 

28 
7 

38 
21 
57 
25 
31 
23 
26 
11 
4(l 

15 
22 
19 
1 

33 
36 
53 
49 
42 
37 
32 
24 
55 
56 
34 
'1:1 
44 
29 
54 
3S 
65 
63 
41 
51 
30 
47 
20 
18 
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TABLE 37 (continued) 
RANK OF 73 MANUFACTURING GROUPS IN SALES DECLINE 

""'OIl 
CROUP 

17 Carpets 
53 Electrical machinery 
SS Printing machinery 
36 Job printing 
43 Cleaning preparations 
60 Office machinery 

1 Bakery products 
S6 Road machinery 
71 Scientific instruments 
41 Proprietary preparatioos 
15 Weaving woolens 
74 Miscelianeoul special manufacturing 

5 Dairying 
22 Boots and shocs 
54 Textile machinery 
47 Portland cement 
34 N eW8papers 
35 Book and music publishing 
10 Tobacco 

9 Beverages 
42 Toilet preparations 

Coefficient of rank correlation +0.71 

RANK 1M UNit IN 

SALES DECLINE INCOME DECLINE 

53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 

61 
48 
64 
62 
5 

43 
72 
50 
58 
59 
16 
60 
46 
52 
67 
69 
68 
70 
71 
73 
66 

That is to say. the coefficient of ranlc correlation is +0.71. on a scale 
in which 1.00 would express perfect correspondence of positions. 
With due allowance for individual exceptions, we may therefore say 
that in general the industries that show the larger sales declines are 
also those which show the greater net income declines. 

b. Lack of Correspondence in Sales and Income Increases 
Similarly arraying the 1921-22 ·percentages of sales and income 

increase, we obtain the lists given in Table 38. The general corre
spondence in ranks is very slight and does not justify a conclusion 
similar to that concerning the two sets of decreases previously dis· 
cussed. On the whole. it cannot be said that the industries which 
enjoy the larger increases in sales in the year of recovery following 
one of severe depression are those which also show the greater in
creases in net income. The coefficient of rank correlation here is only 
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+0.13, expressing little more than a chance relationship between the 
two sets of ranks. 

TABLII 38 

RANK OF 73 MANUFACTURING GROUPS IN SALES INCREASE 
COMPARED WITH RANK IN INCOME INCREASE, 1921-22 

MINOR 

CROUP 

66 Bolts and Dutl 
SO Sheet metal 
57 Engines 
6S Tools 
29 Miscellaneous lumber 
12 Cotton spinning 
17 Carpets 
56 Road machinery 
25 Lumber manufacture 
62 Motor vehicles 
26 PI aning mills 
27 Millwork 
S3 Electrical machinery 
S8 Mining machinery 
64 Hardware 
68 Non-ferrous metals 
51 Wire and nails 
48 Miscellaneous clay and stonc products 
4S Coramics 
19 Knit goods 
21 Miscellaneous textiles 
31 Cardboard boxes 
63 Firearms 
38 Crude chemical. 
39 Paints 
41 Pordaad cement 
52 Heating machinery 
59 General factory machinery 
9 Beverages 

23 Miscellaneous leather 
28 Furniture (non-metal) 
72 Toys 
73 Pianos 
49 Castings and forgings 

6 Canned goods 
46 Glan 

5 Dairying 
18 Men's clothing 

RANIt IN lANK IN 
SALES INCREASE INCOME INCREASE 

1 
2 
3 
4 
S 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24-
2S 
26 
27 
28 
29 
30 
31 
32 
33 
34 
!S 
36 
37 
38 

4 
3S 
71 
17 
39 
63 
61 
SS 
19 
27 
32 
7 

47 
22 

8 
16 
2 
S 

SO 
67 
73 

S 
15 
31 
21 
48 
3J 
4S 
26 
2S 
38 
64-
14 
6 

42 
Sl 
62 
S4 
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TABLE 38 (continued) 

RANK OF 73 MANUFACTURING GROUPS IN SALES INCREASE 

MINOR 

GROUP 

24 Rubber products 
33 Miscellaneous paper 
70 Miscellaneous metala 
69 Jewelry 
3 Confectionery 

13 Cotton converting 
44 Miscellaneous chemicals 
15 Weaving woolens 
55 Printing machinery 
71 Scientific instruments 
42 Toilet preparations 

1 Bakery products 
14 Cotton weaving 
22 Boots and shoes 
32 Stationery 
41 Proprietary preparations 
11 Miscellaneous foods 
61 Railway equipment 
7 Meat packing 

34 Newspapers 
36 Job printing 
60 Office machinery 
61 Miscellaneous machinery 
37 Miscellaneous printing and publishing 
54 Textile machinery 
74 Miscellaneous special manufacturing 

4- Package foods 
20 Miscellaneous clothing 
3S Book and music publishing 
10 Tobacco 
16 Silk weaving 
30 Blank paper 
43 Cleaning preparation, 
2 Flour 

40 Petroleum refining 
Coefficient of rank correlation +0.13 

RANJt IN RANIt IN 
SALBS INCRBASB INCOME INCREASB 

59 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 

41 
44 
SO 
H 
37 
29 
56 
1 

59 
36 
52 
65 
66 

'" 18 
43 
23 
60 
40 
53 
69 
58 
IS 
72 
68 
49 
10 
20 
57 
70 
12 
28 
24 
34 
9 

c. Correspondence in Sales Declines and Sales Increases 
We now may, in the sam.e way, ask whether the industries that 

experienced the greater laZes declines in 1921 were those which en
joyed the larger laZel increates in 1922. The two lists of ranks are 
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TABLE 39 
RANK OF 73 MANUFACTURING GROUPS IN SALES DECLINE, 
192()-21, COMPARED WITH RANK IN SALES INCREASE, 1921-22 

MINOR 
CROUP 

26 Planing mills 
65 Tools 
66 Bolts and nuts 
12 Cotton spinning 
50 Sheet metal 
70 Miscellaneous metals 
23 Miscellaneous leather 
31 Cardboard boxes 
51 Wire and nails 
11 Miscellaneous foods 
49 Castings and forgings 
32 Stationery 
24 Rubber products 
68 Non-ferrous metals 
4 Package foods 

61 Railway equipment 
48 Miscellaneous clay and stoDe products 
38 Crude chemicals 
2S Lumber manufacture 
63 Firearms 
27 Millwork 
58 Mining machinery 
67 Miscellaneous machinery 
14 Cotton weaving 
30 Blank paper 
64 Hardware 
69 Jewelry 
7 Meat packing 

33 Miscellaneous paper 
62 Motor vehicles 
44 Miscellaneous chemicals 
21 Miscellaneous textiles 
46 Glass 
S2 Heating machinery 
3 Confectionery 

13 Cotton converting 
57 Engines 
29 Miscellaneous lumber 
39 Painn 
2 Flour 
6 Canned goods 

20 Miscellaneous clothing 

RANKIN 
SALES DECLINE 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

RANIC IN 
SALES lNCREASK 

11 
4 
1 
6 
2 

41 
30 
22 
17 
55 
34 
53 
39 
16 
65 
56 
18 
24 
9 

23 
12 
14 
61 
51 
70 
15 
42 
57 
40 
10 
45 
21 
36 
27 
43 
44 

3 
5 

25 
72 
35 
66 
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TABLE 39 (continu.d) 

RANK OF 73 MANUFACTURING GROUPS. IN SALES DECLINE 

MINOll 
CROUP 

4S Ceramics 
59 General, factory machinery 
72 Toys 
37 Miscellaneous printing and pUblishing 
18 Men's clothing 
19 Knit goods 
73 Pianos 
28 Furniture (non-metal) 
40 Petroleum refining 
16 Silk weaving 
17 Carpets 
53 Electrical machinery 
55 Printing machinery 
36 Job printing 
43 Cleaning preparations 
60 Office machinery 

1 Bakery products 
S6 Road machinery 
71 Scientific instruments 
41 Proprietary preparations 
15 Weaving woolens 
74 Miscellaneous special manufacturing 

5 Dairying 
22 BOOt8 and shoes 
54 Textile machinery 
47 Portland Cement 
34 Newspapers 
SS Book aod music publishing 
10 Tobacco 

9 Beverages 
42 Toilet preparatioDs 

Coefficient of rank correlation +0.41 

RANK: IN 
SALES DECLINE 

43 
44 
4S 
46 
47 
48 
49 
SO 
SI 
S2 
S3 
S4 
SS 
S6 
S7 
S8 
S9 
60 
61 
62 
63 
64 
6S 
66 
67 
68 
69 
70 
71 
72 
73 

RANK: IN 
SALE81NCIlEASB 

19 
28 
32 
62 
38 
20 
33 
31 
73 
69 
7 

13 
47 
S9 
71 
60 
SO 

8 
48 
54 
46 
64 
37 
S2 
63 
26 
58 
67 
68 
29 
49 

given in Table 39. The correspondence is only about 40 per cent 
perfect, the coefficient of rank: correlation being +0.41. 

d. High Correspondence in Income Declines and Increases 
Finally, and in like manner, we ask whether the industries in 

which income d,,/ined most, 1920-21, are in general the industries 
in which it incr.ased most, 1921-22. The correspondence here is 
high-<lver 70 per cent perfect. The two sets of ranks are shown in 
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TABLE 40 

RANK OF 73 MANUFACTURING GROUPS IN INCOME DECLINE, 
1920-21, COMPARED WITH RANK IN INCOME INCREASE, 1921-22 

MINOR 

GROUP 

1 Meat packing 
50 Sheet metal 
24 Rubber products 
23 Miscellaneous leather 
43 Cleaning preparations 
11 Miscellaneous foods 
4 Package foods 

70 Miscellaneous metals 
32 Stationery 
65 Tools 
67 Miscellaneous machinery 
66 Bolts and nuts 
49 Castings and forgings 
51 Wire and nails 
30 Blank paper 
15 Weaving woolens 
31 Cardboard boxes 
16 Silk weaving 
69 Jewelry 
40 Petroleum re6ning 
48 Miscellaneous clay and stooe products 
64 Hardware 
27 Millwork 
13 Cotton converting 
25 Lumber manufacture 
58 Mining machinery 
2 Flour 

68 Non-ferrous metals 
20 Miscellaneous clothing 
73 Pianos 
63 Firearms 
3 Confectionery 

33 Miscellaneous paper 
39 Paints 
59 General factory machinery 
62 Motor vehicles 
52 Hrating machinery 
61 Railway equipment 
12 Cotton spinning 
14 Cotton weaving 
18 Men's clothing 
46 Glass 

RANKIN RANK. IN 
INCOME DECLINE INCOME INCREASE 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
IS 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

40 
35 
41 
25 
24 
23 
10 
30 
18 
17 
13 
4 
6 
2 

28 
1 
3 

12 
11 

9 
5 
8 
7 

29 
19 
22 
34 
16 
20 
14 
IS 
37 
44 
21 
45 
27 
33 
60 
63 
66 
54 
51 
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TABLB 40 (continued) 

RANK OF 73 MANUFACTURING GROUPS IN INCOME DECLINE 

MINOIl 

CROUP 

60 Office machinery 
6 Canned goods 

26 Planing mills 
5 Dairying 

28 Furniture (Don-metal) 
53 Electrical machinery 
21 Miscellaneous textiles 
56 Road machinery 
19 Knit goods 
22 Boots and shoes 
44 Miscellaneous chemicals 
4S Ceramics 
51 Engines 
29 Miscellaneous lumber 
3S Crude chemicals 
71 Scientific instruments 
41 Proprietary preparations 
74 Miscellaneous special manufacturing 
17 Carpets 
36 Job printing 
37 MisceHaneous printing and publishing 
5S Printing machinery 
72 Toys 
42 Toilet preparations 
S4 Textile machinery 
34 Newspapcn 
47 Portland cement 
3S Book and music publishing 
10 Tobacco 
1 Bakery product:! 
9 Beveragel 

Coefficient of faDk correlation +0.72 

llANK: IN RANK IN 
INCOME DECLINE INCOME INCREASE 

43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

.63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 

58 
42 
32 
62 
38 
47 
73 
55 
67 
46 
56 
50 
71 
39 
31 
36 
43 
49 
61 
69 
72 
59 
64 
52 
68 
53 
48 
57 
70 
65 
26 

Table 40, the coefficient of rank correlation being +0.72. This cor
respondence between the ranks in income declines and increases is 
just about the same as that found in a preceding section for sales 
declines and income declines, and justifies the statement that, on the 
whole, the manufacturing groups that spffer the severest curtailment 
of income in depression enjoy the greatest relative enhancement of 
income upon the return of prosperity. At least, this was the case in 
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the period 1920-22. Whether the generalization holds, in the same 
strong measure, for all periods of decline, depression and revival 
cannot, of course, be said; but one is inclined to suspect that some 
substantial degree of positive correlation, at least, in this respect 
prevails for other periods as well. 

Finally by way of summary it may be of interest to have a more 
refined and yet not too abstract measure of the extent to which sales 
and income declines are correlated than that afforded by the coef
ficient of rank correlation and the other devices employed in the 
preceding sections. It has been pointed out that because of the pres
ence of either fixed or relatively fixed overhead costs in nearly all 
manufacturing industries, a comparatively small drop in gross reve
nues will cause a large shrinkage in net earnings. It was also shown 
graphically that the general dispersion in net income declines, 1920-
21, was far greater than that in sales declines. We did not, however, 
undertake to measure the varying degrees to which declines of a 
given magnitude in the one factor were accompanied by propor
tionately greater declines in the other. This could be done in several 
ways, but the simplest as well as the most illuminating for our 
purpose is to classify the sales decline percentages by given intervals, 
and to compute the average income declines of the industries so 
ranged. 

Specifically, we find that 2 industries out of the 73 manufactur
ing groups had salts declines of from 1 to 10 per cent. Their average 
decline (simple mean of the individual percentages) was 6 per cent. 
But the average of their income declines was 8 per cent. Dividing the 
latter by the former figure, we have a ratio of 1.3 between the in
come decline and the sales decline. 

Going to the next higher bracket, 6 industries suffered salts de
clines of from 10 to 19 per cent, their average being 15 per cent. 
But their average incom~ decline was 47 per cent. Here the ratio 
between the two figures is 3.1, that is, sales declines ranging from 
10 to 19 per cent are accompanied by income declines about three 
times as large. 

Table 41 gives the entire distribution by 10 per cent class inter
vals, while the bars of Chart 38 make possible a quick comparison of 
the several ratios. (The total number of frequencies is only 67 in
stead of 73 because of the omission of four industries that showed 
sales increases, and two that showed declines in sales but increases 
in income). 
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TABLB 41 

AVERAGE INCOME AND SALES. DECLINES, 1920-21, RANGED BY 
SALES DECLINE CLASSES, 67 MANUFACTURING INDUSTRIES 
(SAMPLES OF IDENTICAL CORPORATIONS IN BOTH YEARS) 

(1) (2) (3) (4) (S) 
AMOUNT OF NUMBER OF AVERAGE AVERACB RATIO OF 

SALES DECLINE INDUSTRIES SALES DECLINE INCOME DECLINE (4) TO (3) 

1 to 9% 2 6 8 1.3 
10 to 19% 6 IS 47 3.1 
20 to 29% 18 23 61 2.6 
30 to 39% 21 3S 197 S.7 
40 to 49% 12 43 97 2.3 
SO to 59% 8 S4 124 2.3 

CHART 38 

RATIO OF INCOME DECLINES TO SALES DECLINES, RANGED BY 
SALES DECLINE CLASSES, 1921 COMPARED WITH 1920 

!! 
I-Jl-----~~ 
< 

" 

SALES DECLINE CLASSES 



BOOK II 

EARNINGS OF LARGE 

CORPORATIONS 



CHAPTER 8 

INTRODUCTION 

1. CHARACTER OF THE DATA 

T~ chapters in Book II are concerned with detailed information 
on the earnings, sales and capital investment of the various major 
and minor groups that make up the Manufacturing, Trading, Min
ing and Financial divisions. Data only for fairly large corporations 1 

are given here; those for smaller enterprises appear in Book III. In 
Book II, all o~ the companies included in each group are identical 
from year to year. That is to say, each of the minor group tables for 
Manufacture will contain a portion of the 2,046 corporations for 
which aggregate data have been presented in various parts of Book I; 
each of the Trading minor groups contains a portion of the 664 
Trading corporations that have been previously discussed; and the 
Mining and Financial minor groups deal with the subdivisions of 
the 88 Mining and 346 Financial corporations for which we possess 
identical data over the ten-year period 1919-28. 

With the exception of two broader chapters-Chapter 9, Manu
facture and Its Major Groups, and Chapter 14, Trading and Its 
Minor Groups---<oach of the chapters that follow presents tabular 
data in the same general form. 

The tirst table of each chapter describes the size and character of 
the minor groups that make up the major group; for example, in 
the major group Food Products, data for such minor groups as 
Bakery Products and Package Foods appear. Next come the earn
ings rates for each minor group. Then the proportion of earnings 

1 The arithmetic average and median aizes of the corporations in each 
group in terms of capital investment will be found in the tables at the 
close of each chapter. Additional data and comment on their 9ize will be 
fo1tlld in Ch. 43, lee. 3. . 

[209] 
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paid out in cash dividends is given. Finally, frequency distributions of 
the earnings rates of individual corporations are presented. 

These chapters obviously are intended for reading or reference on 
the part of persons interested in any particular industry or major 
industrial group. They are not designed primarily for the use of 
statistical specialists whose concern is rather with more technical 
questions such as frequency distribution patterns, average deviations 
and ranges of dispersion. While the data of these chapters invite 
such extended analyses, what has been undertaken in this direction 
is placed in Appendix A. Likewise, the more technical questions in
volving the character of the various samples involved are discussed 
in Chapters 43-46. 

2. DEFINITIONS OF TERMS , 
When the phrase, 'the period as a whole', is used without any 

specification of dates, the expression refers to the ten years 1919-28. 
The 'first half of the period' thus refers to the yea", 1919-23, and 
the 'second half' to 1924-28. By 'first part' of the period is meant 
the two or three years starting with 1919, and by 'last part', the 
years 1926-28. The context will make clear the occasional slight de
partures from this practice. 

The phrase 'earnings upon investment', and the expression 'rate' 
or 'return' upon capital investment are used indiscriminately to refer 
either to the percentage of net income to capitalization or to the 
percentage of 10lal profils 10 lolal capilal. It will be recalled that 
the two latter terms have been defined as involving the rate of earn
ings before and after fixed charges upon capital respectively, the 
capital in the one case including, in the other case excluding, funded 
debt.' The reason in these chapters for not distinguishing these two 
concepts (apart from a few places in which attention is specifically 
called to the desirability of so doing) is that, in nearly all of the 
minor groups of the several industrial divisions here under discus
sion, the difference between the two rates of return is negligible. 
This would not be true generally of Railroads or Public Utilities; 
nor is it true of some individual corporations in the industrial divi
sions here under survey. But, in the main, even with frequency dis
tributions of individual earnings rates, the two ratios amount to one 

'See Ch. 2 and Glossary. 
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and the same thing in the fields of Manufacture, Trade, Mining and 
Finance. (The evidence for this statement is given in Appendix 
Table 8.) In discussing the average rate of net return upon invested 
capital in the various minor groups, therefore, the expression 'per
centage of net income to capitalization' is avoided because it implies 
that a difference exists between this return and the 'percentage of 
total profit to total capital', whereas our findings show that no ap· 
preciable difference is evident. The reason is that most Manufactur
ing, Trading, Mining and Financial groups are characterized by a 
very low ratio of funded debt to total capital-in sharp contrast to 
the railroad and public utility fields. The amount of funded debt in 
each minor group is given in Appendix B, while the rates of earn~ 
ings upon capital including such debt are shown in the tables at the 
end of each chapter and may be compared with the 'after charges' 
figures by any interested reader. 

The term 'all', when employed in such phrases as 'all Manufac
turing', 'all Food Products corporations', or 'aU Trading enter
prises', refers to all of the corporations of our sample-not to all 
corporations in the United States. When in rare instances the latter 
meaning is intended, the phrase 'all corporations in the country' is 
used. 

Likewise, and this it is hardly necessary to remark, the use of 
the word learned' implies no judgment as to an income, whatever its 
rate, being deserved or not deserved as a reward for services per
formed or for any other reason; the word is used simply to denote 
an amount or rate of income :r:eceived by the corporations in ques
tion or shown by the figures of their profit and loss and balance sheet 
accounts. 

3. RELATIVE VERSUS ABSOLUTE CHANGE 

The charts on which percentages are plotted are drawn to ordinary 
or natural scales. Those showing absolute amounts, however, are 
drawn to semi-logarithmic or ratio scales in which equal vertical 
distances represent unequal absolute amounts, but equal percentages, 
of increase or decrease. In these absolute figures it is the comparative 
rates of change that are important. As a matter of fact, the actual 
size of these data themselves in some instances are not significant be
cause the corporations in any particular group represent only a sam
ple of the entire industry. Over a period the significance of the rela-
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tions between the several series of data involved is not, however, 
thereby impaired. Again, if these charts, which do not always give a 
clear picture of the absolute amounts involved, fail to serve the 
reader's purpose, the actual data can always be found in Appendix B. 

While the text discusses the comparative course of these figures 
rather than their absolute amounts, in the case of each group an 
actual sales or investment figure is given for at least one year of 
the period in order to afford some indication of the approximate size 
of the sample. Incidentally, the word 'actual' is occasionally em
ployed in the text as a synonym for 'absolute'. In this sense it merely 
affords a contrast to the term comparative or relative but is not in
tended to imply that the figure in question,· especially if it be an 
investment amount, is necessarily valid, correct, 'real' or final in any 
basic or ultimate sense. The investment figures in most instances are 
simply to be taken for what they may be worth. For any individual 
corporation they reflect, or at least are subject to, the vagaries of 
corporation accounting. Taken en mQsse~ either in aggregate amounts 
or as the individual data of a frequency distribution, they are prob
ably subject to no error great enough to vitiate the figures with 
respect to any purposes for which they are here employed; but on 
this subject the critical reader must consult other portions of the 
volume.' 

Then, too, all the sales, income and investment data given as 
absolute amounts are, of course, expressed in dollars; and a dollar of 
sales represented more goods in 1921 than it did in 1919 or 1920. 
No effort is made to correct or adjust the data because of such price 
changes. To do so for each of the 106 minor groups would involve 
the use of different index numbers for the commodities of every 
group, and even then no great accuracy could be attained. I t seems 
wiser, as regards the first part of the period, not to attempt any such 
wholesale revision of the data; but it is to be borne in. mind that 
declines of dollar sales between 1919 and 1921 do not represent 
equivalent declines in the physical volume of goods produced and 
marketed. As regards the last five or six years of the period, price 
changes are far less important, and fluctuations in sales volume prob
ably represent changes in the course of physical volume with fair 
accuracy in most instances. 

All earnings figures are for net income or profits before the pay-

• See Ch. 4S-46. 
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ment of Federal income taxes. The 'after taxes' data were available, 
but. to have given all of the ratios in each form, that is, both before 
and after taxes, would have entailed the presentation of just twice 
as much tabular material and it was not believed that, for most 
purposes of analysis, this would have been justified. The reasons for 
this decision are given in Appendix A. The amount of Federal in
come tax paid by each minor group is also shown there; and the 
reader interested in any particular group or year may readily per ... 
form the necessary subtractions and compute the desired percentages. 

4. LIMITATIONS OF MINING AND FINANCE SAMPLES 

While all of the data represent samples, those for the Manufactur
ing and Trading groups constitute better samples, on the whole, than 
those for Mining and Finance. The aggregate capital investments of 
the corporations in both the Manufacturing and Trading samples 
are far larger parts of the. investment of all the corporations in the 
country engaged in these fields than is the Finance sample.' In Min
ing, this is not technically true; nevertheless the sample falls far 
short of representing much typical large-scale mining activity. The 
reason is that a very large portion of ferrous, as well as non-ferrous, 
metal mining is carried on by iron and steel companies and by 
brass, zinc, lead and copper enterprises, which own their own mines. 
Similarly, many companies classified in Manufacturing, under the 
head of Petroleum Refining, operate their own oil wells. The extent 
to which figures for Mining, as carried on by corporations which 
engage only or predominantly in mining activhies, fall short of 
typifying the entire business of extracting ores, oil, etc., from the 
earth is shown by comparing the total amount of depletion reported 
to the Bureau of Internal Revenue by Manufacturing corporations 
and by corporations classified under Mining and Quarrying. In t 928 
the corporations which reported that they were engaged in Mining 

·The proportioD' which the investment (capitalization) of the companies 
in the four samples discussed in Book II bear to the total investment of all 
of the country's capitalization in these four fields are as fonows in 19211: 
Manufacture, 46 per cent; Trade, 17 per cent; Mining, 17 per cent; 
Finance, 8 per cent. The absolute investment figures are as follows: our 
samples-Manufacture, 25 billion i Trade, two and one-half billion i 
Mining, one and seven-tenths billion; Finance, three billion i all corpora
tions (estimated as explained in Appendix A)-Manufacture, 54 billion; 
Trade, 15 billion; Mining, 10 billion; Finance, 36 billion. 
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and Quarrying show total depletion charges of 212 million dollars; 
while under the head of Manufacturing, total depletion charges of 
254 million were reported. Because such companies as the United 
States Steel Corporation are really mining as well as manufactur
ing enterprises, there is no good way to accumulate total figures for 
Mining which would represent all such activity.· We obtain a 
better picture of steel manulacturin9~ as a completely integrated 
undertaking, because such companies merge their accounts, but a 
poorer picture of mining. A more cumbersome caption but one bet
ter descripti;e of our Mining division would thus be: 'Mining car
ried on by corporations which engage only or primarily in mining, 
but excluding a probably larger volume of mining activity which is 
carried on by corporations in which mining is integrated with manu
facturing operations.' Other comment upon the nature of the Min
ing data, particularly in respect of qualifications surrounding charges 
for depletion, appears in Chapter 46. 

In the Finance groups no figures for sall'" or the return upon sales 
are, of course, given. Instead, the figure employed is 'total gross in
come'. This is defined more carefully in the Finance chapter, but 
here it may be said that the term is tantamount to gross profits from 
sales or turnover, or from services billed as would be sales in a 
Manufacturing or Trading business, plus profits, both gross and 
net, from other operations. It excludes, however, the items of inter
est upon government bonds or other securities which are not taxable 
under the Federal income tax law. Except in the case of certain in
dividual corporations, this omission is not serious, as the total of 
such non-taxable interest is probably less than 5 per cent of total 
gross income. e 

A final and more serious qualifying factor is the fact that in one 
of the Finance groups (minor group No. 110, Investments, etc.) the 
cost of securities purchased for customers may in certain instances 
be included in total gross income. This practice-to the extent that 
it prevails--is both unfortunate for our purposes and an utterly 
incorrect accounting use of the term lincome'. The rate of net re-

• See (:b. 46, on classification . 
• For all Financial corporations reporting to the Bureau of Interoal 

Revenue in 1928 total gross income plus tax exempt interest (termed 'total 
compiled receiph' in the Bureau's report Statistics of 17l(om~ for that year) 
amounted to over 20 billion dollars, while non-ta:nble interest reported by 
thele same corporation. was 371 million dollars or less than 2 per cent of 
the fillt figure. 
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turn upon total gross income in Financial groups is clearly not to be 
compared with that on sales in ManUfacturing or Trading groups. 
And more serious, as an impairment of the representativeness of 
the data for Finance as a major group. is that the sample excludes all 
life insurance companies. '" 



CHAPTER 9 

MANUFACTURE AND ITS MAJOR GROUPS 

1. RETURNS ON SALES AND INVESTMENT: 

ALL MANUFACTURE 

THB corporations included in our series of 2,046 large manufactur
ing companies, while constituting only about a 2 per cent sample, 
in number, of all manufacturing corporations in the country, in 1928 
enjoyed sales of 28 billion dollars, possessed an invested capital of 
25 billion, and received a net income of 2~ billion. In other words, 
their business was nearly one-half of the total business done by the 
country's 95,000 manufacturing corporations, and, as pointed out in 
the preceding chapter, they possessed about half of the total invested 
capital. 

In the prosperous year 1919 these 2,046 corporations showed net 
earnings of 12 per cent upon sales volume. In 1920 this was cut to 
8 per cent; and in the depression year 1921, to 3 per cent. Chart 39 
shows the severe decline in the rate of net return on sales that took 
place from 1919 to 1921, and the recovery in 1922, when 10 per 
cent was earned. But the curve of this chart also shows the absence 
of similar fluctuations during the seven years 1922-28. In each year 
except 1927 the return was either 9 or 10 per cent; in 1927 it was 
8 per cent. The data are given in numerical form in Table 42 at the 
end of the chapter. 

Upon investment the return for Manufacture as a whole was 18 
per cent in 1919. This fell to 12 per cent in 1920, and in 1921 to 
3 per cent, the rate earned also upon sales in that year. The annual 
turnover of the capital investment of these 2,046 Manufacturing 
corporations, in other words, averaged just one. 

In 1922, earnings upon investment amounted to 10 per cent. 
Between 1923 and 1928 the turnover of investment was in several 

[216] 
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years slightly more than one. The return on investment, in other 
words, somewhat exceeded that on sales. But it showed about the 
same degree of stability: from 10 to 12 per cent (rounding off the 
ligures) was earned consistently during the seven years 1922-28. 
The most profitable of these years, it will be observed, was 1926, 
when 12.4 per cent was earned. The figure fell to 9.5 per cent in 
1927, and stood at 11 per cent in 1928. 

The relative stability which both the return on sales and on in
vestment show in the years 1922-28 should not, of course, be taken 
to suggest that this same stability characterizes the individual major 
and minor groups that make up Manufacture as a whole. As has 
been pointed out, some manufacturing industries during these same 
years show generally increasing earnings rates, others declining earn
ings rates, others stable rates, and still others highly fluctuating rates 
in which no trends are apparent (see Ch. 7). This is one reason why 
the average figure for All Manufacture is so stabl .......... ome industries 
decline in their rates from one year to the next, others increase and 
roughly offset the first set of changes; thus, except in periods of 
severe depression or exceptional price upheaval, a comparative sta
bility in the broad tlfJerag< rate for Manufacturing industry as a 
whole prevails. The detailed figures for the 73 Manufacturing in
dustries, presented in the next ten chapters, show clearly these vary
ing specific situations. 

2. ABSOLUTE EARNINGS, SALES AND INVESTMENT: 

ALL MANUFACTURE 

The variations in the actual amounts of sales, investment and 
net income for the Manufacturing sample as a whole over these 
same years are next of interest, although again it must be remem-' 
bered that the data here plotted are composite figures, from which 
the trends in any particular branch ·of manufacture may differ greatly. 

Chart 39 shows these absolute data. Sales volume stood at about 
21 billion dollars in 1919, then jumped to 25)4 billion in 1920. 
But in 1921 declining physical volume accompanied by lower prices 
reduced the figure to 16 billion. 

Recovery in 1922 and 1923 brought the figure to 220 billion in 
the latter year. The 1924 figure was only fractionally higher. But 
between 1924 and 1928 sales grew from slightly under 23 billion to 
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CHART 39 
IDtNTICAL CORPORATIONS StRIES, 1919-28 

ALL MANUFACTURE 

'EHTTr1111 
2 

.. , 
Z 
w 
U, 

'" w .. 

0 

• 
0 

• 
0 

, PERCENTAGE INCOME 'TO CAPITAUZATION 

" V 
V 

SALES -= CAPITAlIZ#CTION a_a INCOIllE ••• _ •• 

-
I 

iltHfl"i ill 
'" ..... . -.. -.... - .' 

'. '" • • .. ' • · • 
• . • • • : 
. 
• . .. 

"" 1'20 1121 1122 nl23 1124 1'25 1J28 '127 laze 

"0 .. 
2.0~ 

~ 

I.$~ 
o 
L 
o , .0 .. 

:: 2 
.7 j 
.f • 
oS 

slightly over 28 billion a year. This 1928 figure of 28 billion repre
sented an increase of 33 per cent over the 1919 level, and of 12 
per cent over the 1920 peak. 



MANUFACTURE AND MAJOR GROUPS [219] 

Investment showed a somewhat steadier, and for the entire period 
a greater, rate of growth-from 13 billion dollars in 1919 to 16 
billion in 1920, and 25 billion in 1928. From 1924 to 1928, how
ever, investment increased at only a slightly greater rate than sales. 
With the margin of possible error to which the investment data are 
subject, this difference between a 25 and a 22 per cent increase is 
not to be regarded as possessing any significance.' Indeed the two 
series may be regarded as having grown at approximately the same 
rate during the last five years of the period. This close correspondence 
in the general growth of sales and investment aHords an illuminating 
contrast to the specific situation prevailing in particular industries.2 

The course of net income over the ten years, as would be exM 
peeted, is far less regular than that of either sales or investment. 
From about 2}':1 billion in 1919, income fell to just 2 billion in 
1920, then to half a billion in 192 1. Thus while the volume of sales, 
as we have seen, declined by only 33 per cent between 1920 and 1921, 
net income was reduced by 75 per cent. 

Recovery in 1922 brought the income figure to 1 ~ billion. From 
then to 1928 a general upward trend was evident, although a tem
porary decline of 9 per cent occurred in 1924, and of 18 per cent 
in 1927. In 1928 net income stood at about 2~ billion, as compared 
with 2}':1 billion in 1919. The data for all ten years are plotted in 
Chart 39, while the absolute figures may be found in Appendix B. 

3. SURVEY OF THE MAJOR MANUFACTURING GROUPS 

a. Foods and Food Products 
In the Food and Food Products group are 215 corporations. They 

averaged a net return of about 4 per cent on sales in 1919, about 2 
per cent in 1920 and slightly less than 2 per cent in 1921. Between 
1922 and 1928 the return ran between 4 and 5 per cent in every 
year, about half the figure for All Manufacturing during the same 
period. 

The return on investment in the Food group is much higher than 
on sales by reason of a capital turnover of two to two and one-half 
times a year. In 1919 the return ort investment was 12 per cent. 

1 Attention is again called to the valuation of capital assets, etc., discussed 
in Ch. 4S; see al90 Ch. 7. 

I Discussed in Cb. 7 (the second of the two chapters on cyclical fluctua-, 
tions) and allo in Ch. 47. 
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This was cut in half in 1920, and again cut in half in 1921, when 
it reached 3 per cent. Recovery in 1922 brought the return up to 
10 per cent and it remained on a level of 10 or 11 per cent in 
every year from then until the end of the period, except for 1926, 
when it approached 12 per cent. These rates represent approximately 
the same level as that for All Manufacturing. 

Sales in the Food group declined from about 6 billion dollars in 
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both 1919 and 1920 to a little over 4 billion in 1921 and 1922. They 
then expanded until they reached almost 7 billion in 1925 and re
mained approximately upon that level, or somewhat above it, until 
the end of the period. Investment showed general growth from 1919 
to 1926 and then remained stable. In 1928 it stood at 2~ billion 
dollars as compared with somewhat less than 2 billion in 1919. Net. 
income fell from about 220 million in 1919 to about 75 million in 
1921 ; then recovered to about 220 million again in 1922, and showed 
a general although irregular growth to the end of the period, when 
it stood at slightly over 300 million. 

Tabular data for the Food and other major groups appear in the 
chapters following. 

h. Textiles 
In the Textile group are 289 corporations. The peak for this 

group occurred in 1919, when the net return upon sales was 17 per 
cent. This fell to a low point of 5 per cent in 1920, but with the 
recovery of 1921 the rate rose to 9 per cent. In 1922 it rose still 
more, reaching 13 per cent. In 1923, at the end of the lirst half of 
the period, it was 11 per cent. From 1924 on it fluctuated between 
6 and 8 per cent in every year. 

Upon investment the return was in all years higher. It fell from 
30 per cent in 1919 to 8 per cent in 1920; then rose to 17 per cent 
by 1922. But after that year earnings declined to a much lower level. 
Between 1924 and 1928 the return ranged from 7 to 9 per cent, 
standing at the end of the period a~ 7 per cent. 

Sales volume shows a substantial decline in 1921 and recovery in 
1922 and 1923, but no growth for the period as a whole. In 1919 
sales were about 1400 million; in 1928, they were almost exactly 
the same ligure. 

Investment shows a general increase over the period, growing 
from about 800 million in 1919 to 1200 million in 1928. The 1928 
ligure, however, represents a very slight decline from that of 1927. 
Net income shows excessive oscillation for the entire period, but 
fluctuates about a lower level during the last live years than during 
the lirst live. The 1927 ligure was about 110 million, the 1928 lig
ure 80 million. Unlike most groups, the Textile industry as a whole 
showed a higher net income, both in absolute terms and relative to 
capital investment, in 1927 than in 1928. 
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c. Leather 
The 54 corporations belonging to the Leather group earned 12 

per cent on sales in 1919, but only 2 per cent in both 1920 and 
1921. Between 1922 and the end of the period the rate fluctuated 
between about 7 and 9 per cent, or about a level somewhat below 
that for Manufacturing as a whole. 

Upon investment, earnings are substantially higher. In 1919 they 
stood at 34 per cent, but fell to 4 per cent in 1920 and 2 per cent in 
1921. In 1922 the rate recovered to 16 per cent. For the remainder 
of the period it was about 12 or 13 per cent in most years, or at 
almost the level for Manufacturing as a whole. 

Sales declined from 436 million in 1919 to slightly under 300 mil
lion in 1921. They increased gradually from 1921 to the end of the 
period; but the 1928 figure of 380 million is slightly less than the 
1927 figure and is below the level of 1919.· Investment increased 
during the period, from about 150 million in 1919 to 250 million 
in 1928. Net income shrank from over 50 million in 1919 to 5 mil
lion in 1921; then recovered to about 30 million in 1922. Between 
1922 and 1928 it manifested no' trend, but fluctuated about a level 
of 30 million annually. 

d. Rubb.er 
The 26 corporations of the Rubber group earned 12 per cent on 

sales in 1919; 1 per cent in 1920; and suffered an aggregate deficit 
of 13 per cent in 1921. By 1925 the return rose to 11 per cent, and 
then by 1928 declined to 1 per cent. 

Upon investment much the same striking upswings and down
swings occurred. A deficit of 13 per cent was recorded in 1921; 
then an upward movement culminated in 1925 with a return of 19 
per cent; this declined to 1 per cent in 1928. 

Because funded debt occupies a proportionately larger place in 
the capital structures of the corporations belonging to this group than 
is the case with the other major groups, the percentages of total 
profit to total capital, as well as those for net income to capitaliza
tion, are plotted in Chart 43. Earnings upon total capital (interest 
on funded debt being included in earnings) amounted to 2 per cent 
in 1928. 

Sales amounted to about a billion dollars in 1920. They declined 
to half that figure in 1921 and recovered to about a billion dollars 
in 1925. In 1926 the figure was the same. In 1927 and 1928 sales 
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declined somewhat, standing at 935 million at the end of the period. 
Investment increased from 489 million in 1919 to 660 million in 
1927, but dropped to 583 million in 1928. Net income fluctuated 
enormously, declining from over 90 million in 1919 to a deficit of 
77 million in 1921. It then increased to 115 million in 1925, and 
fell off to eight million in 1928. 

e. Lumber 
The 190 corporations of the Lumber group showed a return on 

sales that oscillated between 6 and 15 per cent during the years 
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CHART 43 (CONT.) 
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1919-23. From 1923 to the end of the period the return showed a 
general decline, falling from 15 per cent in 1923 to 8 per cent in 
1928. The return on investment in all these years was almost the 
same as that upon sales. 

Sales volume declined from 456 million in 1919 to 286 million 
in 1921. By 1925 it recovered to 531 million and fluctuated about a 
level of approximately half a billion dollars annually from then until 
the end of the period. Investment showed a general increase, grow~ 
ing from about 300 million in 1919 to slightly over 500 million in 
1928. Net income oscillated greatly from 1919 to 1923 but there-
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after showed a general decline, falling from 77 million in that year 
to 44 million in 1928. 

f. Paper 
The HI corporations of the Paper group earned 13 per cent upon 



[228] INDUSTRIAL PROFITS 

sales in 1919 and 16 per cent in 1920. This return was cut to 2 
per cent in 1921, but recovered to 8 per cent in 1922 and for the 
remainder of the period was either 8 or 9 per cent in every year, 
a level somewhat lower than that for All Manufacturing. 

Upon investment the rate of return fell from 28 per cent in 1920 
to 2 per cent in 1921; then recovered to 8 per cent in 1922 and 
ranged from 7 to 10 per cent for the remainder of the period, again 
a level somewhat lower than that for Manufacturing as a whole. 
The 1928 figure was 7 per cent. 

Sales declined from 552 million in 1920 to 300 million in 1921. 
They showed general and fteady growth from 1922 to the end of 
the period, but in 1928 stood at almost exactly half a billion dollars 
which was about 50 million less than the 1920 figure. Net income 
fell from about 90 million in 1920 to 6 million in 1921 ; then recov
ered to 27 million in 1922. In 1924 it stood at 40 million and re
mained closely at that level throughout the last half of the period. 

g. Printing and Publishing 
The 100 corporations of the Printing group, which includes Pub

lishing, earned from 16 to 18 per cent on sales in every year of the 
period except in 1921 and 1922, when the figures were 14 and 21 
per cent respectively. These rates are, of course, far higher than the 
level for Manufacturing as a whole. 

Upon investment even larger returns were obtained, the rates in 
most years being 20 per cent or higher. In no year was less than 17 

.. per cent earned; in several years earnings ran from 23 to 27 per cent. 
Sales, with the exception of a relatively slight decline from 1920 

and 1921, show a steady and marked upswing for the period, grow
ing from 229 million in 1919 to 623 million in 1928. Investment 
follows much the same course, expanding from 164 million in 1919 
to 457 million in 1928. Net income, except for temporary and rela
tively slight declines in 1921 and 1925, shows an upward course 
that roughly parallels the trends of sales and investment, growing 
from under 4 million in 1919 to about 100 million in 1928. 

h. Chemicals 
The 210 corporations of the Chemicals group show a return on 

sales that fluctuates from 14 to 4 per cent between 1919 and 1922. 
From 1923 to the end of the period the trend might be said to be 
generally upward were it not for a substantial fluctuation between 
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CHART 46 
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CHART 47 
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1926 and 1928. The 1926 return was 16 per cent; 1927, 10 per 
cent, and 1928, 18 per cent. During the second half of the period 
the return on sales thus fluctuated between 10 and 18 per cent, or 
upon a level substantially higher than that for Manufacture as a 
whole. 

Upon investment lower earnings are shown. The return dropped 
from 18 per cent in 1919 to 3 per cent in 1921; then recovered to 
9 per cent in 1922. Between 1922 and 1928 it fluctuated from 7 to 
12 per cent, but showed some general upward sweep, standing at 
about 12 per cent at the end of the period. 

Sales declined from 4 Mllion in 1920 to 3 billion in 1921 and 
showed but scant recovery in 1922. From 1922 to 1927 they grew 
steadily, reaching nearly 5 billion in the latter year. In 1928, how
ever, they declined to ahout 4.5 billion. Investment expanded over 
the entire period, growing from 2.5 billion in 1919 to 6.75 bil
lion in 1928. Net income dropped from ahout 500 million in 1920 
to 109 million in 1921. It recovered to about 400 million in 1922, 
but showed great fluctuations in succeeding years. The income figure 
recorded in 1928, however, was nearly 800 million dollars. 

i. Stone, Clay and Glass 
The 114 corporations of the Stone, Clay and Glass' group showed 

great fluctuations in the rate of return upon sales for the first half 
of the period, the return ranging from 16 per cent in 1919 down to 
8 per cent in 1921 and up again to 19 per cent in 1923. From 1924 
to 1928, however, the rate varied only between 15 and 17 per cent, 
a level much higher than that for All Manufacture. 

Upon investment much the same thing is true for the first half of 
the period. In 1927 and 1928, however, the return was only about 
12 per cent instead of 16 per cent as in 1924-26. 

Sales declined from nearly half a billion in 1920 to 330 million 
in 1921; then recovered to half a billion again by 1923; from 1923 
to the end of the period they grew but little, standing at 550 mil
lion in 1928 as against 525 million six years earlier. Investment 
showed a general increase for the period, rising from 320 million 
in 1919 to about 700 million in 1928. Net income oscillated greatly 
during the first half of the period but remained relatively stable at 
between about 85 and 100 million annually during the last half. 
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j. Metals 
The 648 corporations of the Metals group showed a return of 15 

per cent upon sales in 1919, 10 per cent in 1920, and 3 per cent in 
1921. With recovery in 1922 the rate rose to 10 per cent, and reo 
mained at either 10 or 11 per cent in every year from 1922 to 1928. 

Upon investment 18 per cent was earned in 1919, 12 per cent 
in 1920 and only 2 per cent in 1921. For the remainder of the pe
riod from 9 to 13 per cent was earned, the return in 1928 standing 
at 11 per cent or at exactly the figure for All Manufacturing. The 
Metals group, however, it is proper to point out, influences the fig~ 
ures for All Manufacture more than any other single group since it 
possesses 60 per cent of the total investment for all major manufac
turing groups combined. 

Sales exhibit great fluctuation, declining from nine and two-thirds 
billion dollars in 1920 to 5.5 billion in 1921; then increasing to the 
previous figure again by 1923. From 1923 to 1928 they show some 
fluctuation, but record a general increase of about 17 per cent, stand
ing at 11.25 billion in 1928. Investment shows a sustained increase 
over the period, growing from 6.5 billion in 1919 to 10.5 billion in 
1928. Net income fluctuates greatly between 1919 and 1923, falling 
from over a billion dollars in 1919 to 166 million in 1921; then 
reaching over a billion dollars again in 1923. From 1923 to 1928 it 
fluctuates between 880 and 1175 million annually. 

k. Special Manufacturing Industries 
The 89 corporations belonging to this major group carryon manu

facturing activities which cannot be well classified under the heading 
of Foods, Metals, Textiles, or some other specific commodity cap
tion. They include establishments engaged in the production of 
Scientific Instruments, Toys, Pianos and other fabricated articles not 
elsewhere classified. But although it comprises a heterogeneous col
lection of activities, the group is quite as important quantitatively as 
two or three others of the major groups, its annual sales volume and 
investment amounting to half a billion dollars each at the end of the 
period. 

The return on sales fluctuates between 10 and 20 per cent during 
the first half of the period; from 1924 to 1928, between 15 to 18 
per cent in most years .. Upon investment the return during the first 
half of the period varies between 11 and 28 per cent; during the 
last half of the period, between 17 and 20 per cent in most years. 
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In both 1927 and 1928 earnings on investment stand at 17 per 
cent, which is a substantially higher figure than that for All Manu
facture. 

Sales show a decline in 1921 but show growth for the period as 
a whole, the 1928 figure being 539 million as compared with 394 
million in 1919 and 469 million in 1920. Investment increases at a 
faster rate, particularly during the first part of the period, expand
ing from 258 million in 1919 to 353 million in 1922. At the end of 
the period it stood at 502 million. Net income was cut in half be
tween· 1919 and 1921, but by 1922 more than regained its earlier 
level. It showed a substantial decline in 1924; then, a marked in
crease in 1925 and 1926. Between 1926 and 1928 it was about 80 
or 90 million dollars annually. 

4. DIVIDENDS AND EARNINGS, 1924-1928 

We have data upon the amount of earnings paid out in the form 
of dividends, for these 2,046 Manufacturing corporations, over the 
last half of the period, that is, for the years 1924-28. The percent
ages that the cash dividends paid in each of these years bore to net 
income are shown in Table 42. The figure was either 50 or 55 per 
cent in each of the three years 1924, 1925 and 1926; but in 1927 it 
reached 72 per cent and in 1928 stood at 65 per cent. 

Thus for Manufacture as a whole the average dividend disburse
ment in most years apparently runs between 50 and 65 per cent of 
income. The 1927 ratio is somewhat higher because many groups suf
fered a substan tial decline of income in that year but maintained 
their regular dividend rates. 

The figures for the Food, Printing and Metals groups are much 
like those for All Manufacturing. In each, the ratio runs between 
about 50 and 65 per cent in most years; and in each, 1927 shows the 
highest percentage of disbursement, the rate being something like 70 
per cent. In viewing these several ratios as typical or non-typical, 
however, it is again to be recalled that the Metals group is by far 
the largest of all major manufacturing groups and thus influences 
the aggregate figures for All Manufacturing more than does any 
other single group, or even any two groups, combined. 

The other eight major groups show figures that do not conform 
so closely with those for All Manufacturing. Details for all groups are 
given in Table 42. 
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5. EARNINGS OF INDIVIDUAL CORPORATIONS 

In the first section we discussed the general average rates of return 
on investment earned by OUf 2,046 Manufacturing corporations in 
the various years of the period 1919-28. We have now to inquire 
how the earnings of these individual corporations ranged above and 
below the general average figures obtained when their income and 
investment figures are combined. The present section will discuss 
these ranges for the 2,046 corporations in All Manufacturing as one 
large industrial division. Similar data for the major groups sep
arately are presented in succeeding chapters. It may be remarked 
here, however, that the wide variation in earnings rates characteriz
ing these 2,046 corporations in All Manufacturing does not appear 
simply because the companies in question belong to several diverse 
major groups. Much the same variation is found in several of the 
major groups themselves for which charts and data are presented 
elsewhere. 

In 1919 our 2,046 Manufacturing corporations earned a combined 
return of 18 per cent upon their investment. Seventy-one per cent, 
however, earned more than this rate. Half earned over 27 per cent, 
while one-fourth earned over 43 per cent. In 1920 the general aver
age return was reduced to 12 per cent. Still nearly 70 per cent (to 
be exact, 67 per cent) of the corporations earned more than the 
average rate. Half earned over 19 per cent, while the upper quarter 
earned in excess of 32 per cent. 

The depression year 1921 brought the general average figure for 
All Manufacture down to 3 per cent. Again, however, 70 per cent 
of the corporations earned in excess of this rate; half earned more 
than 8 per cent, while the upper fourth earned over 17 per cent. At 
the same time, more than one-fifth earned no net income at all; in 
fact, they suffered actual deficits. Here is variation indeed! In a 
year of undeniably deep depression half of these large manufacturing 
corporations succeed in earning net incomes at rates clearly in excess 
of what" we are accustomed to call 4normal interest'. That is to say, 
exactly one-half of these corporations earned more than 8.6 per cent; 
a few less than half earned over 10 per cent; a fifth earned over 20 
per cent; and less than a tenth earned over 30 per cent. 

In 1922 the general average return recovered to 10 per cent. 
Again, however. almost three-quarters of the corporations earned in 
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excess of this figure; half earned over 17 per cent; the upper quarter 
earned over 28 per cent; while the lower quarter earned under 9 per 
cent. Over a fifth, in this year of recovery, earned over 30 per cent. 

Between 1922 and 1928 the distribution of the earnings of indi
vidual corp-orations, while continuing to show substantial variation, 
exhibited a' general decline in the number of companies receiving the 
highest earnings (and a corresponding increase in the number receiv~ 
ing the lowest). Chart 51 presents these changes in the distribu
tion by broad classes of earnings rates.' It will be observed that while 
in 1922 and 1923 something like a fourth of the corporations earned 
under 10 per cent, about 40 per cent did so in 1928. Examining the 
highest bracket of the chart, we see that whereas almost two-thirds of 
the corporations earned 20 per cent or over in 1922 and 1923, only 
about one-fifth did so in 1928. The proportion of companies occupy
ing the middle of the three brackets of the chart-the 10 to 19 per 
cent class of earnings rates--remains roughly constant between 1923 
and 1928, that is, approximately two-fifths of the corporations in 
most years earned between 10 and 19 per cent upon their investment. 
Detailed figures for the distribution in each year are given in Table 
42. 

'The four broad clan intervals of this chart. and of those like it in 
succeeding chapters, are shown as 'Under Zero', '1 to 9 per cent'. '10 to 19 
per ceot', and '20 per cent and over' respectively. This appears to omit 
the range from zero to ODe per cent. Actually it does Dot. The theoretically 
possible case of an exact zero income was never encountered in the original 
calculations, The original data themselves, on which the Source-Bod i. 
based, bad been rounded off to the Dearest dollar. All calculated percent
ages for income to capitalization were thus either positive or negative. But 
these calculated percentages themselves were rounded off to the nearest whole 
per cent. In the case of all positive percentages falling in the 0.1 to 0.9 
class, these were regarded as belonging to the 'one per cent' category. Thus 
'Under Zero' means negative earnings rates of any size, and '1 to 9' per 
cent includes the pO!litive rates which may have been fractional before they 
were rounded off in the preparation of the Source-Bod. 
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CHART 51 

FREQUENCY DISTRIBUTION OF EARNINGS RATES, 
INDIVIDUAL COMPANI ES (IDENTICAL CORPORATIONS SERIES) 

ALL NANUF'ACTUR£ 
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TABLE 42 
MANUFACTURING AND ITS MAJOR GROUPS, LARGE IDENTICAL 

CORPORATIONS SERIES 

SIZE AND CHARACTBR OF SAMPLE 
NUMBER AVERAGE CAPITAL PER CORPORATION I 

OF (millions 0/ dollars) 
CORPORATIONS ARITHMETIC MBAN MEDIAN 

All manufacturing 2,046 13.50 1.97 
Major group 

1 Fooda 215 14.76 2.17 
2 Textiles 289 4.30 1.73 
3 Leather 54 4.85 2.40 
4 Rubber 26 31.03 2.83 
5 Lumber 190 2.95 1.15 
6 Paper 111 6.00 1.58 
7 Printing and publishing 100 5.69 1.36 
S Chemicals 210 34.44 2.22 
9 Stone, clay and glass 114 6.48 2.08 

10 Metal. 648 18.31 2.38 
11 Special manufacturing 

industries 89 5.75 2.32 

1 Total capital (i.e., includes funded debt) al of December SI, 1928. 



TABLE 42 (conlinutd) ,...., 
"" 1919. ..,. 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1928' "" (B) PERCENTAGE INCOMB TO SALES ...... 

All manufacturing 
Major group 

11.5 7.9 3.l 9.9 9.8 8.9 10.0 10.1 8.! 9.7 9.1 

1 Foods !.7 2.3 1.7 5.1 S.! 4.4 !.8 4.8 4.1 4.4 4.0 2 Textiles 16.9 4.9 9.0 12.6 11.0 5.4 7.2 5.5 7.7 5.8 8.5 3 Leather 12.1 2.2 1.6 9.2 6.8 8.4 7.6 7.! 9.5 7.6 7.4 4 Rubber 12.1 1.1 -13.2 2.9 4.3 5.6 11.2 5.2 4.8 0.8 4.0 SLumber 12.4 14.7 6.! 14.3 15.2 12.! 11.7 10.8 7.8 8.2 11.5 6 Paper 12.5 16.1 1.9 7.6 9.2 9.9 8.6 8.9 ,8.9 8.1 9.5 7 Printing and pUblishing 16.5 16.5 14.4 20.7 17.8 18.4 15.2 17.7 17.5 1S.8 17.0 S Chemicals 14.0 12.5 !.7 12.9 9.4 12.! 1S.4 15.6 9.6 17.5 12.6 9 Stone, clay and gla .. IS.S 13.1 7.9 14.4 18.9 16.5 16.9 16.8 IS.O 16.2 IS.4 10 Metal, 14.7 9.7 !.O 10.2 Il.l 10.1 11.4 11.1 9.8 1M 1M 11 Special manufacturing industriel 18.3 12.9 10.0 19.9 18.1 12.2 15.0 17.6 15.4 1S.9 IS.6 -(el PERCENTAGE INCOMB TO CAPITALIZATION 
Z All manufacturing 18.! 12.! 2.9 10.2 11.2 10.0 12.1 12.4 9.S 11.0 10.8 t:I Major group 
c:: 1 Foods 11.9 6.S 3.4 10.! 10.4 10.9 10.1 11.7 10.S 11.1 9.8 en 2 Textile. !0.2 8.1 10.6 16.5 14.5 6.7 9.2 7.1 9.0 6.7 11.2 >oj 

3 Leather !4.1 4.3 2.4 IS.S 11.2 12.8 12.7 12.1 15.4 I1.S 12.7 '" -4 Rubber 19.0 2.1 -12.6 3.6 6.0 7.! 18.9 8.6 6.9 1.3 S.9 :>-5 Lumber 19.1 18.0 4.6 14.2 16.9 12.8 12.! 11.6 7.1 8.S 12.1 t"' 6 Paper 16.6 27.6 1.7 7.8 9.S 9.9 8.1 7.9 7.6 6.9 9.6 
"d 7 Printing and publi.hiog 2!.0 26.9 17.6 26.6 21.7 21.0 17.2 23.0 19.4 21.S 21.4-

'" 8 Chemical. 18.0 16.S 2.9 9.2 6.7 9.1 12.2 12.1 7.S 11.6 10.2 0 
"I ->oj 
en 



9 Stone, clay and gla .. 16.7 17.4 6.3 14.1 19.6 1S.6 16.2 15.2 12.3 12.8 14.5 ::: 
10 Metals IB.O 12.0 2.1 8.8 12.1 9.8 12.1 11.I 9.8 11.1 10.8 > 
11 Special manufacturing industries 28.0 19.4 10.6 21.1 21.5 11.9 16.9 20.2 17.0 17.0 18.4 Z 

I Ten-year aggregate. e:: 
." 

(D) PERCBNTAGE PROFIT TO (B) PBRCBNTAGB or INCOMB > 
TOTAL CAPITAL PAID OUT IN CASfI DIVIDENDS 

() 

..; 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 e:: 
All manufacturing 9.5 11.4 11.7 9.0 10.4 55.0 50.0 H.O 72.0 65.0 

,. 
Maior Iroup 

to! 

1 Food. 10.1 9.3 10.9 9.7 10.3 58.3 64.7 59.4 76.7 61.2 > 
2 Textile •. 6.6 9.1 7.0 8.9 6.6 82.3 58.6 72.6 52.6 71.0 Z 
3 Leather 12.6 12.5 12.0 IS.O 12.2 26.7 31.0 33.7 24.4 58.4 0 
4 Rubber 6.8 15.7 7.6 6.4 2.3 24.1 21.4 56.4 114.1 270.1 ::: 5 Lumber 12.4 11.9 11.4 7.0 8.2 53.4 60.3 73.7 97.8 66.1 
6 Paper 9.4 7.5 7.3 7.0 6.7 45.7 56.5 48.6 66.4 76.4 > 
7 Printing and publi.hing 19.4 1S.6 20.2 16.5 IB.I 44.1 58.3 59.0 69.9 48.6 '-< 

0 I Chemical. 8.9 11.8 11.6 7.1 11.1 66.8 54.0 60.5 88.7 70.5 ,. 
9 Stone, clay and gJas. 15.3 15.9 1l.0 12.1 12.3 42.3 45.8 59.7 60.0 49.9 

10 Metals 9.2 11.3 12.2 9.1 10.4 49.2 44.2 48.4 67.5 62.7 0 
11 Special manufacturing industries 11.7 16.7 2o.t 16.9 16.8 71.9 74.5 61.5 47.5 72.3 
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0 
e:: 
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en 



TABLB 42 (continu.d) 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 

CORPORATIONS, 1919-23. ALL MANUFACTURING 

Aceu- Aceu- Aceu- Aceu- Aceu-
PERCENTAGB MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY BUC- PERCENT- BY sve- PERCENT- Bl'SUe- "ERCENT- BY suc- PERCENT- BY suc-
TOCAPI- AGE III CBSSIVB AGE IN CESSIY! AGE IN CESSIVE AGIIN CWIVE ACIIN CBSOlVl! 

TALIZAll0H IACHCLASI CLAUEI EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CL ..... BACH CLASS CLASSES 

1919 1920 1921 1922 1923 

Under zero 1.0 1.0 6.0 6.0 21.2 21.2 5.2 U 1.9 1.9 
Zero to 4 2.2 3.2 7.1 13.1 IS.S 36.7 9.2 \2.4 6.3 8.2 

5 to 9 6.5 9.7 13.3 26.4 18.4 SS.I IS.4 27.S 1S.1 25.3 
10 to 14 10.9 20.6 14.0 40.4 14.S 69.9 16.5 44.5 19.4- 42.7 
1S to 19 12.6 33.2 13.0 S3.4 10.2 SO.1 14.2 58.S 20.0 62.7 
20 to 24 12.4 45.6 9.9 63.3 6.3 86.4 10.9 69.4 13.2 75.9 ~ 

2S to 29 9.4 S5.0 8.5 71.S 4.2 90.6 9.2 7S.6 9.3 S5.2 Z 
t:I 10 and over 4S.0 100.0 2S.2 100.0 9.4 100.0 21.4 100.0 14.8 100.0 c:: 
en 

'"' 
(G) 

1>0 
PREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL COR- ~ 

PORATIONS, 1924-28. ALL MANUFACTURING > 
t"' 

1924 1925 1926 1927 1928 .. 
Under zelo 2.9 2.9 I.S 1.8 2.4 2.4 3.0 3.0 3.7 3.7 1>0 

Zero to 4 10.0 12.9 8.3 10.1 10.6 13.0 12.4 11.4 13.0 16.7 
0 .., 

5 to 9 23.3 36.2 21.4 31.5 22.2 35.2 21.7 41.1 25.4 42.1 ~ 

10 to 14 22.0 58.2 2S.9 17.4 23.S S9.0 23.5 64.6 23.0 65.1 
>oj 
en 
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CHAPTER 10 

FOODS AND FOOD PRODUCTS 

THB major group, Food Products, is made up of II minor groups, 
each in turn consisting of smaller, but in the main rather closely 
related, sets of food manufacturing activities: Bakery Products; 
Flour, Feed and Grist Mills; Confectionery; Package Foods; Dairy
ing; Canned Goods; Meat Packing; Beverages; Tobacco; Miscel
laneous Food Products. The last-mentioned is shown mainly in order 
to round out the sample so that the major group is representative of 
food manufacturing activities as a whole. The number of corpora
tions in each group and their average size are shown in Table 43. 
The groups are described brieRy: 

Ba/ury Products.' Bread, ice cream cones, pie, cakes, etc. 
Flour~ Fud and Grilt Mills: All 90rts of milling activity concerned with 

the processing of grains and cereals. Bran, alfalfa, grits, hominy, buck
wheat, corn, oats, rye and their products, are all included, 8, well as 
wheat and wheat flour. 

Confution~ry: Candy, chewing gum, cocoa. glace fruin, icings, etc. 
Pada!le Foodl: A long list of items make! up this group of branded and 

trade-marked products. Breakfast foods, bouillon cubes, spaghetti, starch, 
egg Doodles, shredded cocoanut, tea and coffee are among them. 

Dairying and Dairy Produds: Butter and cheese, evaporated, condensed, 
malted and pasteurized milk. 

Can1utl Goods: Canned sea food, canned fruit and vegetables; pickles, 
relisbes, catsup, sauerkraut, Oavoring extracts and fruit juices. Canned 
meats are excluded. 

Meat Packing: All sorn of meats whether fresh or canned, beef and pork 
products, and slaughtering. 

BetlJertlles: These beverages arc non-alcoholic; liquors arc classified under 
Miscellaneous Food Products. Here are mineral waters, grape juice, 
cereal beverages and near-beer, and other soft drinks. 

Tobacco: Cigarettes, cigars, snuff, smoking and chewing tobacco. 
Misul/aneous Food Produds: Butter substitutes, poultry, distilled and 

vinous liquors, ice, ice cream, beet lugar, and cane sugar. 

[246] 
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TABLB 43 
FOODS GROUPS: LARGE IDENTICAL MANUFACTURING 

CORPORATIONS SERIES 

(A) SIZB AND CHARACTER OF SAMPLB 

Maior ,rou, 
1 Food. 

Minor groul 
1 Bakery products 
2 Flour 
S Confectionery 
4 Package food. 
S Dairying 
6 Canned good. 
7 Meat packing 
9 Beverages 

10 Tobacco 
11-8 Miscellancoul food 

producte 

HUMBEll 
OF 

COltPOIlATIONS 

215 

17 
32 
21 
U 
26 
16 
23 
II 
23 

27 

AVERAGE CAPITAL PER CORPORATION t. 

(millions 01 dollars) 
ARITHMETIC MEAN MEDIAii' 

14.76 2.17 

14.27 
2.07 
5.34 
5.05 
8.06 
7.17 

.. U5 
4.22 

33.68 

20.45 

S Total capital (i.e., includes funded debt) as of December St, 1928. 



TABLE 43 (continued) 1919- ,-, 
"l 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1928' ... (B) PERCENTAGE INCOME TO SALES 00 

L-J MaiDr group 
I Food. 3.7 

Minor group 
2.3 1.7 5.1 5.3 4.4 3.8 4.8 4.1 4.4 4.0 

1 Bakery product. 8.5 6.1 10.2 12.2 11.2 12.5 11.9 12.9 13.5 12.9 11.3 2 Flour 4.8 .7 2.6 2.5 3.3 5.1 2.8 2.9 3.4 3.4 3.1 3 Confectionery 18.7 8.0 5.7 13.7 13.7 15.8 15.1 14.8 15.4 14.5 13.7 4 Package food. 4.8 -1.2 7.5 10.2 7.5 8.4 6.2 8.7 8.0 7.5 6.5 5 Dairying 4.1 1.5 2.5 5.0 4.8 3.7 4.7 4.8 4.6 4.5 4.1 6 Canned good. 12.6 5.6 6.7 12.7 10.5 11.6 9.2 8.5 7.7 8.6 9.4 7 Meat packing -.5 .1 -1.9 .5 1.1 .9 .6 1.2 .4 .8 .4 9 Beverage. -4.6 .2 1.9 9.7 14.6 6.8 13.0 13.1 9.6 15.8 8.2 10 Tobacco 10.0 7.9 9.7 11.0 10.9 10.0 10.9 11.2 11.3 11.2 10.5 11-8 Miscellaneous food product. 10.3 4.1 5.4 7.4 8.5 8.4 6.0 8.1 6.1 8.4 6.4 
(C) PERCENTAGE INCOME TO CAPITALIZATION -M aior group 

Z 1 Foods 11.9 6.5 3.4 10.3 10.4 10.9 10.1 11.7 10.5 11.1 9.8 0 Minor proup 
<1 1 Bakery product. 15.2 12.1 15.0 18.0 15.0 18.6 16.2 18.8 19.0 17.5 16.8 en .., 2 Flour 25.3 3.2 8.9 9.0 9.4 16.2 9.9 9.9 11.9 12.0 11.4 ., 3 Confectionery 41.9 13.2 6.6 17.1 17.9 19.2 18.4 17.4 17.0 15.1 17.8 -4 Package food. 19.8 -3.5 14.9 20.7 16.7 20.7 16.0 20.2 17.9 17.6 16.2 > 5 Dairying 20.7 6.7 8.3 15.6 20.6 12.1 13.0 13.2 12.8 9.7 12.7 t" 6 Canned good. 29.2 8.7 9.1 20.5 13.3 14.7 12.4 12.2 10.1 12.7 13.8 ... 7 Meat packing -3.6 .3 -7.0 1.9 3.8 4.4 3.2 6.3 2.3 4.6 1.9 ., 9 Beverages -1.9 .1 .9 3.2 6.1 3.0 6.7 6.5 4.5 8.6 3.8 0 10 Tobacco 14.0 11.7 13.1 14.2 13.4 13.5 15.0 14.7 16.0 15.6 14.2 ..., 

11-8 Miscellaneous food products 17.4 6.9 -5.4 7.7 9.3 9.7 6.8 9.1 7.1 9.4 7.9 -I Ten-year aggregate. .., 
en 
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TABLE 43 (continued) 

FOODS GROUPS: LARGE IDENTICAL MANUFACTURING 
CORPORATION SERIES 

(D) PERCENTAGE PROFIT TO TOTAL CAPITAL 

1924 1925 1926 1927 192, 
Major grou.p 

1 Foods 10.1 9.3 10.9 9.7 10.3 

Minor group 

1 Bakery products 17.9 15.6 18.3 1&.6 17.1 
Z Flour 16.Z 9.9 9.8 11.7 11.8 
3 Confecti.onery 1&.7 17.9 17.0 16.6 14.9 
4 Package fooda ZO.1 15.6 19.7 17.1 16.8 
5 Dairying 11.8 1Z.3 13.0 U.S 9.5 
6 Canned goods 14.7 lZ.4 1Z.1 1M 1Z.7 
7 Meat packing 4.5 3.& 6.0 3.0 4.7 
9 Beverages 3.0 6.6 6.S 4.5 8.6 

10 Tobacco lZ.7 14.1 14.Z 15.0 14.6 
11-8 Miscellaneous food products 9.3 6.6 8.7 6.9 8.9 

(E) PERCENTAGE OF INCOME PAID OUT IN CASH DIVIDENDS 

Major group 
1 Foods 58.3 64.7 59.4 76.7 61.Z 

Minor group 
1 Bakery products 54.9 52.5 6Z.4 63.6 75.3 
Z Flour 50.Z 70.& 72.2 71.3 106.0 
3 Confectionery 44.Z 53.3 6Z.7 65.1 65.4 
4 Package foods 5Z.5 55.6 43.5 57.3 71.2 
5 Dairying 52.7 41.4 53.0 60.5 51.0 
6 Canned goods 39.7 49.0 53.0 59.8 40.4 
7 Meat packing 130.5 ISO.9 56.Z 175.Z 75.0· 
9 Beverages 89.9 53.3 74.8 133.1 67.6 

10 Tobacco 43.Z 59.3 55.2 70.8 57.8 
11-8 Miscellaneous food products 57.0 64.0 77.2 95S 44.9 



TABLE 43 (continued) 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 

CORPORATIONS, I 9 19-23. MAJOR GROUP 1: FOODS 

ACCU- ACCU- ACCt!- ACCt!- ACCt!-
PERCENTAG! MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY lIue- PERCENT- BY SUC- PERCENT- ByaUC- PERCENT- OYIUC- PERCENT- BY sue-
ToeAPI- AGE IN CEl8IVB AGIIN CESSIVB ACE IN CESSIVB AGE IN CESSIVE AGE IN CESSIVB 

TALIZATION EACH CLASI CLAI8ES BACH CLAS8 CLASSES BACHCLAU CLA!aES EACH CLASS CLASSES IACHCLUS eLASSO 

1919 19Z0 1921 1fJZ2 1923 

Under zero 3.1 3.1 11.6 11.6 12.1 12.1 3.1 3.1 1.4 1.4 
Zero to 4 1.9 5.6 12.1 23.1 8.8 20.9 6.5 10.2 8.8 10.2 

5 to 9 5.1 10.1 11.1 41.4 13.5 34.4 14.0 24.2 16.3 26.5 
10 to 14 15.3 26.0 16.3 51.1 11.2 51.6 16.3 40.5 24.2 50.1 
15 to 19 12.1 38.1 12.1 69.8 13.0 64.6 11.6 52.1 1S.8 66.5 
20 to 24 10.2 48.3 1.4 11.2 9.3 13.9 1M 66.5 12.1 18.6 
2S to 29 13.0 61.3 6.5 83.1 5.6 19.5 11.2 11.1 8.8 81.4 

30 and over 38.1 100.0 16.3 100.0 20.5 100.0 22.3 100.0 12.6 100.0 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL COR-
PORATIONS, 1924-28 MAJOR GROUP 1: FOODS 

1924 1925 1926 1927 1928 
UDder zero 2.8 2.8 3.7 3.1 3.3 U 4.2 4.2 1.9 1.9 
Zero to 4 5.1 1.9 9.8 13.5 8.3 11.6 9.1 13.5 10.1 12.6 

l to 9 1S.4 21.3 20.9 14.4 20.0 31.6 24.1 38.2 25.1 11.1 
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10 to 14 24.2 47.5 23.3 57.7 26.5 l8.1 20.9 SU 26.1 63.8 ." 
15 to 19 20.0 67.5 16.7 74.4 12.5 70.6 17.7 76.8 16.7 80.5 0 

20 to 24 15.8 8U 12.1 86.l 19.1 89.7 13.5 90.3 10.2 90.7 0 
tl 

25 to 29 6.5 89.8 l.6 92.1 3.3 93.0 3.7 94.0 3.7 94.4 en 
30 and over 10.2 100.0 7.9 100.0 7.0 100.0 6.0 100.0 l.6 100.0 



CHAPTER 11 

TEXTILES AND TEXTILE PRODUCTS 

THE Textile Products group is made up of ten minor groups: 
Cotton Spinning; Cotton Converting; Cotton Weaving; Weaving 
Woolens; Silk Weaving; Carpets; Men's Clothing; Knit Goods, 
including Sweaters, Bathing Suits, Gloves, etc; Miscellaneous Cloth
ing, Men's and Women's; Miscellaneous Textiles and Textile Prod
ucts. The number of corporations included in each group and their 
average size are shown in Table 44-. The groups are described briefly: 

Cotton Spinning: Both coarse and medium yaros. 
Cotton Converting: Cloths, thread! and tape. 
Cotton Wea",i"g: Cloths. 
Wea'Ving Woolenl: Cloths. 
Si/It Weaving: Includes rayon and otber artificial silks. 
Carpds: Carpet yarns, ropes and cordage are included. 
M,m'" Clot/,ing: Includes suits, shirts, bathrobes, vests and all boys' clothing. 
Knit Goods: Sweaters, bathing suits, gloves, etc. 
Misullaneous Clothing: Custom made clothing, ladies' clothing, men', and 

women's hats, and underwear otber than knit goods. 
Misullaneoul Texti}e Produds: Includes some 24 different types of Textile 

manufacture, such as cotton bags, cotton upholstery, dyeing woole-os, silk 
ribbons and labels, felt, fur goods and moss gins. 

TABLE 44-
TEXTILE GROUPS, LARGE IDENTICAL MANUFACTURING 

CORPORATIONS SERIES 

(A). SIZE AND CHARACTER OF SAMPLE 

Major grou, 
2 Textiles 

Minor 9rou, 
12 Cotton spinning 

HUMBD. 
OF 

COR.POIt.ATJON8 

289 

12 
[252] 

AVERAGE CAPITAL PER CORPORATION' 
(1IIilliolU oj dolliJrl) 

AIlITRlotEnC MEAN MEDIAN 

4.30 1.13 

.83 
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TABLE 44 (continued) 

TEXTILE GROUPS, LARGE IDENTICAL MANUFACTURING 
CORPORATIONS SERIES 

(A) SIZE AND CHARACTER OF SAMPLE 

NUM.BER 
0. 

AVERAGE CAPITAL PER CORPORATIONl 
(millions of dollars) 

COR.PORATIONS ARITHMETIC MEAN MEDIAN 

M i"or 9roup 
11 Cotton converting 18 
14 Cotton weaving 49 
15 Weaving woolens 31 
16 Silk weaving 17 
17 Carpets 18 
18 Men's clothing 2S 
19 Knit goods 42 
20 MisceUancoul clothing 23 
21 Miscellaneous textiles 54 
1 Total capital (i.e., includes funded debt) 

3.01 
5.46 
6.47 
6.95 
4.63 
5.09 
2.88 
2.36 
3.84 • 

as of December 31, 1923. 



TABLE 44 (continued) ......, 
1919- N 

'" 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1928' oj>. 

(B) PBRCBNTAGB INCOME TO SALES 
L...J 

Major group 
2 Textiles 16.9 4.9 9.0 12.6 11.0 5.4 7.2 5.5 7.7 5.8 8.5 

Mitior ,roup 
12 Cotton spinning 18.1 15.4 11.9 10.2 8.9 4.7 7.7 7.2 8.0 6.3 9.8 
13 Cotton convecting 13.9 1.7 8.2 11.7 9.9 5.1 7.4 4.5 8.2 6.9 7.6 
14 Cotton weaving 19.4 7.6 9.4 10.9 10.5 1.3 3.8 3.0 9.9 4.6 8.1 
1 S W uviog woolens 16.0 .3 11.8 14.5 10.5 2.1 4.1 1.4 4.2 1.8 6.9 
16 Silk weaving 18.9 1.0 6.9 10.7 9.5 5.6 9.7 5.8 3.6 3.8 7.6 
17 Carpcu 20.9 9.2 17.4 26.0 21.1 11.8 10.2 8.1 9.7 7.3 14.1 
18 Meo', clothing 13.1 5.3 4.8 8.1 9.3 6.5 8.3 7.8 9.0 7.8 8.0 
19 Knit good, 1S.9 5.2 9.3 12.7 8.3 6.7 10.6 9.9 7.7 8.0 9.2 
20 Milcellaneoul clothing 12.6 2.9 2.4 8.9 8.5 5.9 7.6 8.1 8.4 7.1 7.2 
21 Milcellaneoul textile. 17.5 6.0 10.1 13.5 12.8 9.1 8.4 5.2 7.8 6.6 9.5 .... 

Z 
(C) PERCENTAGE INCOME TO CAPITALIZATION t:I 

C1 Maior grou, 
U> 

2 Tntilci 30.2 8.1 10.6 16.5 14.5 6.7 9.2 7.1 9.0 6.7 11.2 >i 
Minor 9roup '" .... 

12 Cotton .pinning 47.0 37.4 10.4 16.0 13.8 7.6 12.3 10.1 IQ.4 9.5 IS.S :.-
U Cotton converting 27.7 3.6 11.9 14.8 16.8 6.7 9.8 5.9 10.1 8.3 11.1 to' 
14 Cotton weaving 32.5 12.1 9.4 11.4 11.0 1.3 4.3 3.2 10.2 4.7 9.3 "d IS Weaving woolen. 22.5 .4 11.4 1l.2 11.6 2.1 4.1 1.5 3.8 1.5 7.2 '" 16 Silk weaving 38.4 1.2 8.3 14.3 13.2 8.1 14.3 8.3 4.8 4.7 10.5 0 11 Carpet, 26.5 12.2 15.9 36.3 24.6 12.2 11.4 8.9 10.0 6.7 1S.6 "I 18 Men', clothing 25.3 9.4 6.7 11.3 14.2 9.1 12.0 11.7 13.3 11.4 12.1 .... 
19 Knit good. 38.1 12.6 16.5 25.7 15.9 11.0 16.8 16.4 11.7 11.2 16.2 >i 

U> 



20 Miscellaneoul clothing 34.7 7.6 4.3 18.4 16.5 10.9 13.8 15.1 14.6 12.4 14.2 >-! 
21 Miscellaneous textile. 34.3 11.1 12.2 19.7 18.5 12.2 11.3 6.9 8.7 7.7 13.1 t'l 

1 Ten-year aggregate. ~ 
>-! -

(D) PERCBNTAGE PROFIT TO (E) PBRCBNTAGB OF INCOME 
to< 
t'l 

TOTAL CAPITAL PAID OUT IN CASH DIVIDBNDS en 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 
Major gl'oul 

2 Textilel 6.6 9.1 7.0 8.9 6.6 82.3 58.6 72.6 52.6 71.0 

Mill", g,,,u~ 
12 Cotton .pinning 7.6 12.3 10.1 10.4 9.5 65.6 35.0 58.4 64.4 57.9 
13 Cotton converting 6.6 9.6 5.9 9.9 8.1 79.6 56.1 94.7 53.7 61.3 
14 Cotton weaving 1.3 4.3 3.4 9.7 4.7 344.7 91.8 100.8 32.0 91.8 
IS Weaving woolens 2.1 4.1 1.6 3.8 1.6 236.7 106.0 308.5 73.4 Ill.9 
16 Silk weaving 7.8 14.2 8.1 4.8 4.7 69.7 36.1 67.5 91.4 90.2 
17 Carpetl 12.2 11.4 8.9 10.0 6.7 73.0 70.3 78.2 59.8 93.7 
18 Men'l clothing 9.0 11.8 11.6 13.2 11.4 61.2 51.6 64.6 S7.0 50.1 
19 Knit good, 10.8 15.8 1S.6 11.3 10.8 45.9 28.9 28.4 44.9 St.l 
20 Miscellaneoul clothing 10.7 13.S 14.9 14.4 12.2 45.1 !l.2 39.2 38.8 48.1 
21 Miacellaneoul teztiles 11.9 11.1 6.8 8.6 7.6 S2.1 66.1 82.1 68.2 72.6 



TABLE 44 (continued) 
,....., 
'" '" (p) PREQUENCY DISTRIBUTIONS OF PERCBNTAGBS OP TOTAL NET INCOMll TO CAPITALIZATION, INDMDUAL '" '-' 

CORPORATIONS, 1919-23. MAJOR GROUP 2: TBXTILES 

ACCU- ACCU- ACCU- ACCU- ACCU-
PERCENTAGE MULATED MULATED MULATED MULATBD MULATED 

INCOME PERCENT- BYSUC- pERCENT- BYaUC- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc-
TOeAPI- ACE IN CE88IVI AGE IN CWIVE AGE IN CESSIYB AGE IN CRSSlVB AGBIN caSSIVB 

TALIZATION BACH CLA.6I CLAuas EACH CLAS. CLASaEI EACH CLASS CLAS8B8 BACH CLASS CLASSES BACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Under zero .0 .0 14.9 14.9 9.3 9.3 1.4 1.4 2.1 2.1 
Zero to 4 .7 .7 10.7 25.6 10.7 20.0 4.5 5.9 2.1 4.2 

5 to 9 .7 1.4 18.0 43.6 20.1 40.1 14.5 20.4 14.2 18.4 
10 to 14 U 5.2 8.6 52.2 18.4 58.5 16.3 36.7 22.5 40.9 
IS to 19 8.7 13.9 11.1 63.3 11.4 69.9 16.6 53.3 27.0 67.9 -Z 
20 10 24 12.1 26.0 7.6 70.9 10.7 80.6 11.8 65.1 13.5 81.4 1:1 
25 to 29 10.0 36.0 8.0 78.9 6.2 86.8 1t.1 76.2 7.9 89.3 c:: 

SO aDd over 64.0 100.0 21.1 100.0 13.2 100.0 23.8 100.0 10.7 100.0 en 
>i 
lO' -

(G) FREQUBNCY DISTRIBUTIONS OP PllRCBNTAQBS OF 10TAL PROFIT 10 TOTAL CAPITAL, INDIVIDUAL CORPO- > 
RATIONS, 1924-28. MAJOR GROUP 2: TEXTILES t"' 

... 
1924 1925 1926 1927 1928 lO" 

Under nrO 8.0 8.0 1.7 1.7 S.S S.S 1.4 1.4 S.S 5.5 
0 
"l 

Zero to 4 12.5 20.5 9.3 11.0 18.4 23.9 11,4 12.8 24.6 30.1 
5 10 9 28.0 48,S 28.0 39.0 27.7 51.6 26,0 38.8 28.4 58.5 >i 

en 



10 to 14 20.4 68.9 26.0 65.0 20.1 71.7 27.0 65.8 21.4 79.9 >-l 
IS to 19 17.1 86.2 13.2 78.2 11.4 83.1 20.4 86.2 11.1 91.0 t>I 

20 to 24 4.8 91.0 9.7 87.9 6.9 90.0 7.6 93.8 3.5 94.5 
~ 
>-l 

25 to 29 1.5 94.5 5.9 93.8 4.5 94.5 3.1 96.9 3.8 98.3 ~ 

30 aDd over 5.5 100.0 6.2 100.0 5.5 100.0 3.1 100.0 1.7 100.0 t"' 
t>I 
en 



CHAPTER 12 

LEATHER AND LEATHER PRODUCTS 

THB major group, Leather and Leather Products, is made up of but 
two smaller groups: Boots and Shoes, and Leather and Miscellaneous 
Leather Products. The number of corporations in each and their 
average size are shown in Table 45. The groups are described briefly: 

Boots and Shoes: All footwear made of leather. 
Miscellaneous Leather Products: Saddlery, trunk!, gaiters, gloves, leather 

substitutes. etc. 

TABLE 45 

LEATHER AND LEATHER PRODUCTS, LARGE IDENTICAL MAN
UFACTURING CORPORATIONS SERIES 

(Al SIZE AND CHARACTER OF SAMPLE 

NUMBER 
OF 

CORPORATIONS 
Maior group 

S Leather 54-

Minor grou, 
22 Boots and shoes 25 
23 Miscellaneous leather 

products 29 

AVERAGB CAPITAL PER CORPORATION S 
(millions of dallars) 

ARrrHMBTIC MEAN MBDIAN 

+.85 2.40 

6.68 

3.27 

STotal capital (i.e., includes funded debt) as of December 31, 1928. 

[258] 



TABLE 45 (continued) t-' 
1919- t>1 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1928' > 
(B) PERCBNTAGB INCOMB TO SALBS 

.., 
:= 

Major ,roup t>1 
3 Leather 12.1 2.2 1.6 9.2 6.8 8.4 7.6 7.3 9.5 7.6 7.4 iO" 

Minar group 
22 Boot. and shoea 11.8 7.7 6.1 10.6 9.1 10.4 8.7 9.2 11.1 10.3 9.5 
23 Miscellaneous leather products 12.2 -4.2 -6.0 6.9 2.9 5.2 5.4 4.2 7.0 3.1 4.2 

(C) PERCBNTAGE INCOME TO CAPITALIZATION 

Major group 
:5 Leather 34.1 4.3 2.4 1S.5 11.2 12.8 12.7 12.1 15.4 11.5 12.7 

Minor group 
22 Boots and .hoca 33.1 18.2 11.4 20.4 16.2 16.4 16.1 15.2 17.6 14.8 17.3 
23 Mitcenaneous leather products 35.0 -6.8 -6.6 9.7 4.3 7.4 7.9 6.9 11.6 5.1 6.8 

I Ten-year aggregate. 

• 
(D) PERCENTAGB PROFIT TO (B) PERCENTAGE OF INCOME 

TOTAL CAPITAL PAID OUT IN CASH DlVlDBNDS 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 
Major Group 

3 Leather 12.6 12.5 12.0 15.0 12.2 26.7 33 .. 0 33.7 34.4 58.4 

Minor group 
,...., 
'" 22 Boou and ahaca 16.2 15.9 IS.O 17.3 14.7 16.6 25.4 26.8 15.9 49.3 '" 23 Miscellaneous leather products 7.2 7.8 6.9 11.3 5.1 60.3 55.4 59.4 46.5 108.3 '" ...... 



TABLE 45 (continued) 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 

CORPORATIONS, 1919-23. MAJOR GROUP 3: LEATHER AND LEATHER PRODUCTS 

ACCU- Aceu- Aceu- ACCU- Aceu-
PER.CENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PERceNT- BY suc- PERCENT- Dyaue· PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY sue-
TO CAPI- "GIIN CESSIVE AGE IN CEISIVE AGE IN CESSIVB AGE IN CESSIVE AGRIN CIUIYE 

TALlZATION EACH CLASS C!::AS8ES EACHCLASI CLAS8ES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSBI 

1919 1920 1921 • 1922 1923 

Under zero .0 .0 25.9 25.9 25.9 25.9 3.7 3.7 9.3 9.3 
Zero to 4 .0 .0 11.1 37.0 18.5 44.4 5.5 9.2 9.3 18.6 

5 10 9 1.8 1.8 20.4 57.4 14.8 59.2 24.0 53.2 24.0 42.6 

10 to 14 1.8 3.6 16.7 74.1 16.7 75.9 13.0 46.2 22.2 64.8 

IS to 19 13.0 16.6 7.4 BI.S 11.1 87.0 22.3 68.5 14.8 79.6 
20 10 24 14.8 31.4 3.7 85.2 5.6 92.6 7.4 75.9 13.0 92.6 
25 to 29 5.6 37.0 7.4 92.6 .0 92.6 11.1 87.0 .0 92.6 

30 and over 63.0 100.0 7.4 100.0 7.4 100.0 13.0 100.0 7.4 100.0 

(0) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPo-
RATIONS, 1924-28. MAJOR GROUP II: LEATHER AND LEATH ER PRODUCTS 

1924 1925 1926 1927 1928 

Under zero 1.9 1.9 1.9 1.9 3.7 3.7 1.9 1.9 9.3 9.3 
Zero to 4 13.0 14.9 16.6 18.5 24.1 27.8 9.3 11.2 11.1 20.4 

5 10 9 27.7 42.6 25.9 44.4 16.6 44.4 20.3 Sl.S 27.8 48.2 

,...., 
'" 0\ 
o ...... 
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10 to 14 33.3 15.9 22.2 66.6 27.1 72.1 29.6 61.1 29.6 11.B ~ 
IS to 19 11.1 B1.0 lB.S BS.I 13.0 BS.I 24.0 Bl.I IB.S 96.3 t>l 
20 to 24 1.4 94.4 5.6 90.1 9.3 94.4 9.3 94.4 3.1 100.0 > 
25 to 29 !.1 9B.I 5.6 96.3 3.1 9B.I 3.1 9B.I .0 100.0 ..; 

30 and over 1.9 100.0 3.1 100.0 1.9 100.0 1.9 100.0 .0 100.0 :>: 
t>l 
l>O 



CHAPTER 13 

RUBBER AND RUBBER PRODUCTS 

UNLIKE the other major groups, the Rubber group is not susceptible 
of division into several minor groups. Its 26 corporations, which in 
1928 possessed a total capital of about 600 million dollars, manu
facture rubber clothing, mechanical rubber goods such as belting, 
hose, tires and tubes, celluloid novelties, insulation, bakelite. bone, 
ivory and shell products. By far the principal product is mechanical 
rubber goods, consisting mainly of motor car tires. 

TABLE 46 

RUBBER AND RUBBER PRODUCTS, LARGE IDENTICAL 
MANUFACTURING CORPORATIONS SERIES 

CAl SIZE AND CHARACTER OF SAMPLE 

HUMBER. 
OF 

CORPORATIONS 

Major gro"p 4 (minor grou; 24) 
Rubber and rubber products 26 

AVERAGE CAPITAL PaR. CORPORATION 1 

(millions 0/ dollars) 
ARITHMETIC MEAN MEDIAN 

31.03 2.83 

1 Total capital (i.e., includes funded debt) as of December 31, 1928. 
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TABLE 46 (conlinu.J) 
(B) PERCENTAGE INCOME TO SALES 

1919 1920 1921 
Mlljor group 4 (minor group 24) 

Rubber and rubber products 12.1 1.1 -13.2 

(cl PERCENTAGE INCOME TO CAPITALIZATION 
Maior group 4 (minor group 24) 

Rubber and rubber products 19.0 2.1 -12.6 

1 Ten-year aggregate. 

1922 1923 

2.9 4.3 

3.6 6.0 

(D) PERCRNTAGE PROFIT TO 

TOTAL CAPITAL 

19Z4 1925 1926 1927 1928 
Maior group 4 (minor group 24) 

Rubber and rubber products 68 1S.1 16 6.4 2.3 

1924 1925 1926 1927 1928 1919-28' 

5.6 11.2 5.2 4.8 .8 4.0 

1.3 18.9 8.6 6.9 5.9 

(E) PERCBNTAGB OF INCOMB 
PAID OUT IN CASH DIVIDBNDS 

1924 1925 1926 1927 1928 

24.1 21.4 56.4 114.1 270.1 

'" c:: 
bI 
bI 
t>O 

'" 



TABLE 46 (continued) 

(p) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 

CORPORATIONS, 1919-23. MAJOR CROUP 4: RUBBER AND RUOBBR PRODUCTS 

Aceu- Aceu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME I>ERCENT- BY sue- PERCENT- BT SUC- PERCENT- BT suc- PBRCENT- STave· PBRCENT- BY SUC-

TO CAPI- AGEIN CESSlVE AGBIN CKSSIVB AGE IN CESSIVB AGE IN CBSSIVE AGEIN CESllY! 
TALIZATION BACH CLASS CLASIEI BACH £LASS CLASSES BACH CLASS CLASSES BACH CLASS CLASSBS EACH cLASS CLASSES 

1919 1920 1921 1922 1923 

Undel'zero .0 .0 21.1 21.1 46.2 46.2 7.7 7.7 7.7 7.7 
Z'!ro to 4 .0 .0 19.2 42.3 7.7 S3.9 7.7 15.4 7.7 15.4 

S to 9 .0 .0 IS.4 S7.7 11.S 6S.4 21.1 38.S 15.4 '0.8 
10 to 14 19.2 19.2 11.S 69.2 19.2 84.6 7.7 46.2 34.7 6S.S 
IS to 19 IS.4 34.6 15.4 84.6 7.7 92.3 23.1 69.' 23.1 88.6 
20 to 24 11.6 46.2 7.7 92.' 7.7 100.0 15.4 84.7 !.8 92.4 
2S to 29 19.2 6S.4 7.7 100.0 .0 100.0 3.8 88.S 3.8 96.2 

SO and over 34.6 100.0 .0 100.0 .0 100.0 11.S 100.0 3.8 100.0 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO· 

RATIONS, 1924-28. MAJOR GROUP 4: RUBBER A ND RUBBER PRODUCTS 

1924 1925 1926 1927 1928 

Under zero 7.7 7.7 .0 .0 1S.4 IS.4 19.2 19.2 23.1 23.1 
Zero to 4 7.7 15.4 3.8 3.8 IS.4 30.8 3.8 2'.0 1S.4 38.S 

S to 9 26.9 42.' 11.S IS.' 11.S 42.3 IS.4 38.4 19.2 S7.7 
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10 to 14 19.2 61.S 27.0 42.3 23.1 
IS to 19 30.8 92.3 27.0 69.3 23.1 
20 to 24 7.1 100.0 23.1 92.4 3.8 
2S to 29 .0 100.0 3.8 96.2 7.7 

30 and over .0 100.0 3.8 100.0 .0 

6S.4 27.0 6S.4 
• 88.S 15.4 80.8 
92.3 3.8 84.6 

100.0 7.7 92.3 
100.0 7.1 100.0 

27.0 
7.7 
.0 

3.8 
3.8 

84.7 
92.4 
92.4 
96.2 

100.0 

.. 
'"' '" '" '" .. 

,...., 
N 
0\ ..... 
'-' 



CHAPTER 14 

LUMBER AND LUMBER PRODUCTS 

THE Lumber Products group is composed of five minor groups: 
Lumber Manufacture; Planing Mill Products; Millwork; Furniture 
and Miscellaneous Lumber Products. The number of corporations 
included in each group and their average size are shown in Table 47. 
The groups are described brielly: 

Lumblr Ma""fadur~: Includes establishments which produce piling, pulp 
wood, railroad tics, sawdust, shingles, and various other saw mill 
products. 

Planing Mill Produas: Doorl, sashes, fiooring, veneer, etc. 
Millwork 
Furniture: Includes all types of furniture, whether household, store. scbool 

or office, except those made of metal. 
Miscella1l~ous Lumber Products: Includes numerous types of lumber prod

ucts, sucb as automobile bodies, wagons, boxboard, cork, coffins, foundry 
patterns and shoe lash. 

TABLE 47 

LUMBER GROUPS, LARGE IDENTICAL MANUFACTURING COR
PORATIONS SERIES 

(A) SIZE AND CHARACTER OF SAMPLB 

Major groll' 
5 Lumber 

Minor groll' 

NUMBER 
OF 

CORPORATIONS 

190 

2S Lumber manufacture 
26 PI aning milll 

64-
26 
17 
SS 
28 

27 Millwork 
28 Furniture 
29 Miscellaneous lumber 

AVIRAGE CAPITAL PER CORPORATION 1 
(million, 0/ dollars) 

ARITHMETIC MEAN MEDIAN 

us 

5.91 
I.OS 
2.30 
1.47 
S.82 

us 

1 Total capital (i.e., include. funded debt) al of December SI, 1928. 
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TABLE 47 (continued) I"' 
1919· c:: 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1928' r::: 
(B) PERCENTAGE INCOME TO SALES '" t'1 
Major (lroup ,. 

SLumber 12.4 14.7 6.3 14.3 15.2 12.3 11.7 10.8 7.8 8.2 11.5 
Minor group 

25 Lumber manufacture 18.5 21.9 5.7 17.0 22.6 14.0 14.0 13.6 10.6 10.5 15.3 
26 Planing Ibill, 2.8 16.9 8.6 17.4 16.4 14.8 12.9 10.1 8.1 7.4 9.8 
27 Millwork 15.6 11.8 2.4 13.1 15.0 8.2 7.0 8.1 8.9 9.2 10.2 
28 Furniture 17.1 14.2 7.6 !l.0 14.2 11.8 12.4 11.6 9.2 8.4 12.0 
29 Milcellaneoul lumber 11.6 6.3 6.7 10.7 9.1 11.6 10.3 9.1 4.7 6.5 8.6 

(C) PERCENTAGE INCOME TO CAPITALIZATION 

Major group 
SLumber 19.1 18.0 4.6 14.2 16.9 12.8 12.3 11.6 7.1 8.5 12.1 

Minor group 
2S Lumber manufacture 16.0 17.7 2.5 10.2 15.8 9.0 8.8 9.4 5.9 6.8 10.0 
26 Planing mill. 26.7 35.9 9.9 27.5 24.3 18.6 17.0 12.3 9.6 8.l 17.7 
21 Millwork 18.6 !l.5 1.8 13.1 15.7 7.8 6.4 7.1 7.3 8.3 9.8 
28 Furniture 31.0 24.4 8.4 20.3 18.3 15.0 16.5 15.3 11.7 10.5 16.2 
29 Miscellaneoul lumber 18.5 11.3 8.0 18.3 17.2 19.2 17.4 14.3 6.1 10.1 13.7 

J Ten-year aggregate. 

,....., 
'" '" .... ...... 



TABLE 47 (continued) ,-, 
N 

(n) (E) PERCENTAGE OF INCOME '" PERCENTAGE PROFIT TO 00 

TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS 
L-J 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 
Major group 

SLumber 12 •• 1U 11 •• 7.0 8.2 SM 60.3 73.7 97.8 66.1 

Minor group 
25 Lumber manufacture 8.7 8.S 9.3 5.9 6.7 79.1 72.2 86.7 115.1 92.7 
26 Planing mill. 18.5 17.0 12.2 9.5 8.5 56.2 63.0 88.1 110.8 96.9 
27 Millwork 7.8 6.3 7.0 7.3 8.2 93.1 98.8 178.0 91.6 11.3 
28 Furniture 14.8 16 .• 1+.8 11.1 10.0 41.l 41.9 48.7 65.4 59.8 
29 Miscellaneous lumber 18.4 16.6 13.8 6.1 9.7 29 •• 53.8 57.0 100.0 35.7 

~ 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL Z 
CORPORATIONS, 1919-23. MAJOR CROUP 5: LUMBER t:I 

Cl 
Aceu- ACCU- Aceu- ACCU- ACCU- fI) 

PERCENTACB MULATED MULATED MULATED MULATED MULATED >l 
INCOME PERCENT- BY sue- PERCENT- BY SUC- PERCENT- BY sue- PERCENT- BY sue- PERCENT- BY SUC- l" 
TO CAPI- ACE IN CESSIVE ACE IN CHISIV! AGE IN CESSIVE AGE IN C£SSIVB AGE IN' CESSIVE ~ 

TALIZATION EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSES > 
t-' 

1919 1920 1921 1922 1923 
Under zero 0.5 0.5 2.6 2.6 14.2 14.2 2.1 2.1 .0 .0 '1j 

Zero to 4 1.6 2.1 3.7 6.3 21.1 35.3 3.7 5.8 3.7 3.7 l" 

5 10 9 7 .• 9.5 5.3 11.6 22.1 57.4 13.7 19.5 10.0 13.7 
0 
"'l 

10 to 14 9.5 19.0 13.2 24.8 17.9 75.3 16.3 35.8 14.7 28.4 ~ 

IS to 19 13.7 32.7 13.7 38.5 13.7 89.0 12.6 48.4 22.6 51.0 >l 
fI) 



20 to 24 13.2 4S.9 10.0 48.S 4.2 93.2 16.3 64.7 17.4 68.4 to' 
25 to 29 9.S SS.4 12.1 60.6 3.2 96.4 8.4 73.1 13.7 82.1 c: 

SO Bnd over 44.6 100.0 39.4- 100.0 3.6 100.0 26.9 100.0 17.9 100.0 .: 
to 
t'l 

(G) FREQUBNCY DISTRIBUTIONS OF PERCBNTAGBS OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO .. iOOj 

RATIONS, 1924-28. MAJOR GROUP 5: LUMBER 

1924 1925 1926 1927 1928 
Under zero 1.1 1.1 1.6 1.6 1.1 1.1 1.6 1.6 1.1 1.1 
Zero to 4 9.S 10.6 11.6 13.2 12.6 13.7 17.4 19.0 18.9 20.0 

S to 9 17.4 28.0 14.7 27.9 24.2 37.9 33.7 S2.7 27.9 47.9 
10 to 14 26.3 S4.3 30.0 S7.9 26.3 64.2 19.5 72.2 2S.3 73.2 
IS to 19 16.8 71.1 14.2 72.1 11.6 7S.8 II.S 83.7 13:1 86.3 
20 to 24 14.2 8S.3 8.9 81.0 13.2 89.0 S.7 89.4 7.9 94.2 
2S to 29 4.7 90.0 9.S 90.S 6.8 9S.8 S.3 94.7 3.2 97.4 

SO and over 10.0 100.0 9.S 100.0 4.2 100.0 S.! 100.0 2.6 100.0 



CHAPTER 15 

PAPER AND PAPER PRODUCTS 

THE Paper Products group consists of four minor groups: Blank 
Paper, Cardboard Boxes, Stationery, and Miscellaneous Paper Prod
ucts. The number of corporations in each group and their average 
size are shown in Table 48. The Miscellaneous Group includes paper 
utensils, wall paper, wrapping paper, fibre, paper pulp, etc. 

TABLB 48 

PAPER GROUPS, LARGE IDENTICAL MANUFACTURING 
CORPORATIONS SERIES 

(A) SIZE AND CHARACTER OF SAMPLB 

NUMBER 
o. 

CORPORATIONS 
Maior group 

6 Paper III 
Minor group 

30 Blank paper 3S 
31 Cardboard boxes 33 
32 Stationery 20 
33 Milcellaneous paper 23 

AVERA.GE CAPITAL PER CORPORATION 1 
(millions of dollar$) 

AR.ITRMBTIC MEAN MEDIAN 

6.00 1.58 

12.83 
1.58 
3.08 
4.49 

1 Total capital (i.e., includes funded debt) as of December 31, 1928. 
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TABLB 48 (continued) ." 
1919- > 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1928' ." 
(B) PERCENTAGE INCOMB TO SALES 1'1 ,. 
Majo, group 

6 Paper 12.5 16.1 1.9 7.6 9.2 9.9 8.6 8.9 8.9 8.1 9.5 

Minor 9rou~ 
30 Blank paper 12.4 19.4 2.5 7.6 11.9 13.2 9.2 9.4 8.5 7.2 10.4 
31 Cardboard bona 1.4 15.0 .8 9.2 10.2 8.1 8.8 8.4 12.2 10.0 10.2 
32 Stationery 9.5 10.9 -2.9 5.9 3.6 4.5 5.7 5.8 8.4 8.6 6.4 
53 Mi8ce1laneou8 paper 13.9 14.3 4.6 8.2 7.6 8.6 9.1 10.0 7.9 9.2 9.5 

(c) PBRCBNTAGB INCOMB TO CAPITALIZATION 

Major group 
6 Paper 16.6 27.6 1.7 7.8 9.5 9.9 8.1 7.9 7.6 6.9 9.6 

Minor group 
30 Blank paper 13.2 27.3 1.9 6.6 9.8 10.5 6.9 6.6 5.7 5.1 8.4 
91 Cardboard bazel 30.8 38.0 .8 12.1 1M 11.8 13.4 13.1 17.9 12.8 15.7 
SZ Stationery 11.3 19.4 -2.5 5.4 3.9 4.9 6.1 6.5 11.2 10.5 7.4 
53 Milcellaneoul paper 26.3 30.7 5.3 11.8 10.1 11.0 10.7 10.5 7.7 9.0 12.1 

s. Ten-year aggregate. 

(D) PERCENTAGB PROFIT TO (B) PBRCBNTAGB OF INCOMB 
TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS 

1924 1925 1926 1927 1928 1924 1925 1926 
.-. 

1927 1928 N 
Major group . .., 

6 Paper 9.4 7.5 7.3 7.0 6.7 45.7 56.5 48.6 66.4 . 76.4 
.... ....... 



TABLB 48 (continued) ....., 
"> 

(D) (n) PERCBNTAGB OF INCOMB " PBRCENTAGB PROFIT TO "> ...... 
TOTAL CAPITAL PAID OUT IN CASH DlVIDBNDS 

1921 1925 1926 1927 1928 1921 1925 1926 1927 1928 
Mirror group 

30 Blank paper 9.8 6.5 6.2 S.S S.I 44.1 64.S 47.0 82.1 102.8 
U Cardboard boxe. 11.5 13.1 13.0 17.6 12.6 43.2 S2.6 67.4 56.4 50.6 
32 Stationery 4.9 6.0 6.3 10.5 9.9 60.7 48.4 52.5 33.3 39.2 
S3 Milcellaneoul paper 10.5 10.1 10.0 7.4 8.7 46.7 4S.2 39.5 61.3 60.1 

(p) FRBQUBNCY DISTRIBUTIONS OF PBRCBNTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS. UI9-23. MAJOR GROUP 6: PAPBR 

~ 

Aceu- ACCU- ACCU- ACCU- ACCU- Z 
PlaCENTAG! MULATBD MULATED MULATED MULATED MULATED t:l 

INCOME PIIRCBNT- BY IUC- PBRCBNT- IY IVe- PBRCI!.Nl'- BY sue- PEReINT- BY sue- PBRCENT- BY SUC- e:: 
TO CAPI- ACE IN CE8IIV8 AOIIN CESIIVE ACHIN CUIIIVI AOIIK CBSSIVB AGBIN CUltVI en 

TALIZATION BACH eLASI CLAUBI BACH CLAn CLASSES BACH eLA.S CLASSBS BACH CI.!AU CLASSD BACH CLASS CLAS5BS oj 

1919 1920 1921 1922 1923 l>d 
~ 

Under zero D.9 0.9 0.9 0.9 32.4 32.4 S.4 S.4 0.9 0.9 > 
Zero to 4 2.7 3.6 0.9 1.8 1S.3 47.7 9.0 14.4 10.8 11.7 t"' 

5 to 9 8.1 11.7 1.8 3.6 14.4 62.1 \B.O 32.4 22.5 34.2 'CI 
10 to 14 12.6 24.3 S.4 9.0 1S.3 77.4 16.2 48.6 22.5 56.7 l>d 
15 to 19 9.9 34.2 10.8 19.8 12.7 90.1 19.8 68.4 13.5 70.2 0 
20 to 24 16.2 50.4 10.8 30.6 4.5 94.6 5.4 73.8 11.7 81.9 .., 
25 to 29 S.4 55.8 9.0 39.6 0.9 95.5 9.0 82.8 4.6 86.5 ~ 

SO and over 44.2 100.0 60.4 100.0 4.S 100.0 17.2 100.0 13.5 100.0 
oj 
en 



(0) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO· "cI 

RATIONS, I 924-28. MAJOR GROUP 6: PAPER > 
"cI 

1924 1925 1926 1927 1928 to! 
Under zero 0.9 0.9 1.8 1.8 1.8 1.8 0.9 0.9 !.8 1.8 110 
Zero to 4 9.9 10.8 10.8 12.6 11.7 13.5 12.6 13.5 12.6 14.4 

5 to 9 29.7 40.5 24.3 36.9 29.7 43.2 26.1 39.6 35.1 49.5 
10 to 14 25.2 6S.7 32.4 69.3 22.S 65.7 2S.2 64.8 24.3 73.8 
15 to 19 13.5 79.2 13.5 82.8 15.3 81.0 18.0 82.8 9.9 83.7 
20 to 24 6.3 85.5 4.6 87.4 9.0 90.0 5.4 88.2 7.3 91.0 
25 to 29 5.6 89.1 6.3 93.7 3.6 93.6 5.4 93.6 4.S 9S.S 

SO aod over 10.9 100.0 6.3 100.0 6.4 100.0 6.4 100.0 4.5 100.0 



CHAPTER 16 

PRINTING AND PUBLISHING 

FOUR industries make up the Printing group: New.paper and Periodi
cal Publishing, Book and Music Publishing, Job Printing, and Mis
cellaneous Printing and Publishing. The number of corporations in 
each group and their average size are given in Table 49. The groups 
are described briefly: 

N IfUJspap" 111111 P~riodical Publishing 
Bod and Music Publishing: Includes various types of books, abo sheet 

music and bound music volumes. 
Job Pri",ing: Advertising novelties, signs. art calendars. tickets, bonds and 

Dotes, sales books, catalogues, stationery, playing cards, etc. 
Mi.ruIlQ"~oUS Pri",i", a"d Pllb/iJhi"!I: Bookbinding, photo·cngraving, type

founding, etc. 

TABLE 49 

PRINTING AND PUBLISHING GROUPS, LARGE IDENTICAL 
MANUFACTURING CORPORATIONS SERIES 

(A) SIZE AND CHARACTER OF SAMPLE 

M IIjOT group 

HUMBEII. 
OF 

aJRPOkATIOJrfS 

7 Printing and publi.hing 100 

M i"o,. group 
34 Newspapen 20 
3S Books and mUlic 17 
36 Job printing 46 
31 Miscellaneous prioting 

and pUblishing 17 

AVBIlAGE CAPrrAL PER COIlPC)IlATlON' I 

(",illi01fS 01 aol/ars) 
ARITHMETIC MUN UBDrAJf 

5.69 

19.23 
US 
2.57 

.72 

1.36 

1 Total capital (i.e., includes funded debt) as of December 3t, 1928. 
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TABLE 49 (continued) "d 
1919. I>" 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1928' Z 
(B) PERCENTAGE INCOME TO SALES o-j -MajQr group Z 

1 Prioting and publishing 16.5 16.5 14.4 20.7 17.8 18.4 1S.2 17.7 17.5 1S.8 11.0 Cl 
Minor group 

34 Newspapen 19.4 18.8 17.2 25.9 20.5 21.8 16.4 2G.5 21.1 17.1 19.6 
3 S Books and music 12.6 10.5 11.2 16.7 16.1 16.8 1S.8 14.9 12.6 1!.9 -14.2 
36 Job printing 14.2 15.1 11.4 14.6 14.2 13.4 12.9 12.7 11.1 12.4 13.2 
57 Miscellaneoul printing and 

publishing 17.0 20.3 16.9 16.8 13.4 11.8 n.4 12.4 11.1 11.4- 14.3 

(C) PERCENTAGB INCOMB TO CAPITALIZATION 

Major group 
7 Printing and publi,hing 23.0 26.9 17.6 26.6 21.7 21.0 17.2 23.0 19.4 21.5 21.4 

MinOT group 
34 Newspapera 26.4 30.1 21.5 35.9 26.8 24.4 18.2 29.7 23.6 26.5 25.6 
35 Books and mUlic 17.6 13.8 13.5 2M 18.3 18.9 16.9 14.9 11.4 12.1 15.4 
36 Job printing 19.8 26.2 13.1 16.7 15.6 15.5 14.9 14.5 12.7 1!.9 1S.8 
37 Miscel1 aoeou. printing and 

publi~hing !1.2 45.6 24.4 26.1 18.8 17.7 21.4 19.1 18.1 17.1 22.9 

1 Ten-year aggregate. 

,..., 
N .... 
'" ~ 



TABLB 49 (continued) 
...., 
N 

(D) 
..., 

PERCENTAGE PROFIT TO (E) PBRCBNTAGE OF INCOMB '" ....... 
TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS 

1924 1925 1926 1927 1928 1924 1925 1926 1921 1928 
Major ,ro"' 

7 Prioting aod publi,biog 1M 15.6 20.2 16.5 18.3 44.3 5S.3 59.0 69.9 4S.6 
Minor ,roup 

34 Newspapers 21.5 15.6 21.S 18.7 20,7 42.1 61.9 61.0 71.1 45.4 
35 Books aod music 18.7 16.6 14.6 11.2 12.1 160S 51.0 46.0 54.7 51.6 
56 Job printing 1S.1 14.4 14.2 11.9 13.2 52.6 52.3 57.0 73.1 62.4 
57 Misceilaneoul prioting and 

publishing 17.7 21.3 19.1 17.9 I6.S 65.5 59.S 60.5 57.S 53.2 

(F) FRBQUBNCY DISTRIBUTIONS OF PBRCBNTAGBS OF TOTAL NET INCOMB TO CAPITALIZATION, INDMDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 7: PRINTINO AND PUBLISHING -Aceu- ACCU- ACCU- Aceu- Ac:ct1- Z 

PERCENTAGI MULATED MULATED MULATBD MULATBD MULATBD t:I 
INCOM8 'DeIM1'- BVlue- PERCBNT- BY IUC- PIRCINT- BY sue .. PBRCIlNT· BY8UC" PERCIN,... BY8ue .. c:: 
TO CAPI- AGEIN CBUIV. AG! IN CElSIV8 AGBIN CESSNa AGIIN CBSSIVB AGBUI CWIVB '" TALIZATlOIf BACHCLAII CLASSES EACH CLASS CLASSBS BACH CLAU CLASSES BACH CLASS CLAUU BACH CLASS CLASSEs >i 

'" 1919 1920 1921 1922 1923 -UDder zero 1.0 1.0 .0 .0 5.0 S.O 1.0 1.0 1.0 1.0 > 
Zero to 4 .0 1.0 3.0 1.0 4.0 9.0 2.0 3.0 S.O 6.0 t"' 

5 to 9 11.0 12.0 S.O 11.0 IS.O 24.0 14.0 17.0 13.0 19.0 'd 
10 to 14 14.0 26.0 7.0 18.0 17.0 41.0 14.0 31.0 18.0 37.0 '" 15 to 19 11.0 37.0 9.0 27.0 13.0 54.0 15.0 44.0 22.0 59.0 0 
20 10 24 15.0 52.0 11.0 3S.0 10.0 64.0 17.0 61.0 11.0 70.0 "iI 
29 to 29 9.0 61.0 7.0 45.0 16.0 80.0 4.0 65.0 11.0 81.0 ->i 

SO and over 39.0 100.0 55.0 100.0 20.0 100.0 35.0 100.0 19.0 100.0 '" 



(0) FREQUENCY DISTRIBUTIONS OF PERCBNTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO .. '11 

RATIONS, 1924-28. MAJOR CROUP 7: PRINTING AND PUBLISHING ~ -
1924 1925 1926 1921 1928 Z 

UDder zero 0.0 0.0 0.0 0.0 1.0 1.0 0.0 0.0 0.0 0.0 o-! -Zero to 4 4.0 4.0 6.0 6.0 9.0 10.0 IS.O 15.0 6.0 6.0 Z 
5 to 9 18.0 22.0 20.0 26.0 U.O 23.0 22.0 37.0 18.0 24.0 Cl 

10 to 14 20.0 42.0 17.0 43.0 23.0 46.0 20.0 57.0 30.0 54.0 
IS to 19 19.0 61.0 18.0 61.0 20.0 66.0 16.0 73.0 21.0 75.0 
20 to 24 15.0 76.0 IS.O 76.0 10.0 76.0 8.0 81.0 6.0 81.0 
25 to 29 10.0 86.0 8.0 84.0 9.0 85.0 8.0 89.0 8.0 89.0 

SO and over 1M 100.0 16.0 100.0 15.0 100.0 11.0 100.0 11.0 100.0 

• 



CHAPTER 17 

CHEMICALS 

THll Chemical group is made up of seven minor groups: Crude 
Chemicals; Paints; Petroleum Refining; Proprietary Preparations; 
Toilet Preparations; Cleaning Preparations; Miscellaneous Chemi
cals and Products. The number of corporations in each group and 
their average size are shown in Table 50. The groups are described 
briefly: 

Crude Chemicals: Sulphuric and other acids, camphor, cyanide, chlorine, 
lye, zinc and other oxides are among the products of this group. All 
fertilizers arC' included. 

Paints: House paints, varnishes, lacquers aod shellac, putty, shoe polish, 
dyes and inks. 

Petroleum R~fi"i"g: Processing of gasoline, benzine, kerosene, fuel, cutting 
and lubricating oils, vaseline and paraffin. 

Proprietary Preparations: All sorts of druggist compounds, pills, powders, 
ointments, tonics and patent medicines. 

Toilet Preparations: Cosmetics, cold creams, hair dyes, perfumery. etc. 
Cleaning Preparations: Includes soaps, bleaching powder, furniture and 

metal polish, and glycerine. 
Miscellaneous Chemicals: Includes baking powder, boiler compound, arti

ficial fuel, adhesives, etc. Abo contains some large general chemical 
enterprises, each making paints, crude chemicals, etc., in such roughly 
equal proportions (in respect of total volume of business done), that no 
clearly predominant activity made feasible their assignment to the Paint 
or Crude Chemicals group specifically. 
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TABLE 50 
CHEMICAL GROUPS, LARGE IDENTICAL MANUFACTURING 

CORPORATIONS SERmS 

(Al SIZE AND CHARACTER OF SAMPLE 

NUMBER 
OF 

CORPORATIONS 
M"jor grou' 

8 Chemical. 210 

Minor grou, 
38 Crude chemicals 9 
39 Paints 42 
40 Petroleum refining 52 
41 Proprietary preparatioDs S6 
42 Toilet preparations 9 
43 Cleaning preparation. 16 
44 Miscellaneous chemicals 26 

AVIIR .... GE CAPITAL PER CORPORATION I 
(million.r of dollars) 

AIlITHMETIC MEAN MEDIAN 

3M4 

14.89 
2.91 

109.96 
4.24 
1.78 
8.95 

33.14 

2.22 

1 Total capital (i.eo, includes funded debt) as of December 31, 1928. 



TABLB 50 (continued) ,...., .., 
1919 1920 1921 1922 19Z] 1924 1925 1926 1927 1928 1919..:&8' 00 

0 
(B) PERCENTAGB INCOME TO SALES L.....I 

Mdjor group 
8 Chemicals 14.0 12.5 3.7 12.9 9.4 12.3 1S.4 1S.6 9.6 17.5 12.6 

Minor group 
38 Crude chemicals IS.O 10.9 10.5 22.7 12.3 11.9 13.8 12.0 13.9 15.9 13.9 
19 Paints 12.9 8.6 U 13.0 12.4 10.8 11.2 11.1 9.8 11.8 10.7 
40 Petroleum 14.8 14.4 1.9 11.8 6.9 10.8 15.3 14.7 6.5 16.1 11.5 
41 Proprietary preparation. 19.0 13.0 11.5 22.7 19.6 19.4 20.5 21.8 22.8 23.7 19.8 
42 Toilet preparation. 17.4 7.S 12.S 22.8 17.8 21.1 19.1 19.2 19.2 2M 18.0 
43 CleaDlng preparatiool 5.0 -3.9 5.7 10.1 8.9 9.4 9.0 10.7 9.9 10.2 7.9 
44 Milcellaneoul chemical. 13.8 8.2 10.3 14.3 16.5 19.4 18.9 2!.S 23.8 28.8 18.4 

(C) PBRCENTAGE INCOME TO CAPITALIZATION 
Major groul -8 Chemical. 18.0 16.5 2.9 9.2 6.7 9.1 12.2 12.1 7.5 11.6 10.2 Z 
Minar group 0 

38 Crude chemical. 1S.0 11.9 6.6 18.3 9.7 8.6 10.5 9.6 10.3 11.9 11.1 c: 
39 Paintl 27.2 16.5 4.9 20.0 17.2 14.8 1S.9 IS.S 13.0 14.8 1S.6 en 
40 Petroleum 18.4 19.8 14.5 7.9 4.6 7.3 11.0 10.3 4.8 9.8 8.7 ~ 

41 Proprietary preparation. 27.7 17.1 11.4 26.1 19.3 19.6 21.0 22.2 22.6 21.8 20.8 
,. -42 Toilet preparation. 39.3 19.6 29.2 53.2 IS.! 37.6 32.4 28.8 28.1 25.4 31.6 > 

43 Cleaning preparation. 13.9 -6.0 8.3 11.6 15.7 18.5 19.5 24.4 22.6 19.4 15.1 t" 
44 Milcelianeoul chemical. 14.1 8.1 5.3 8.1 9.9 12.6 14.1 18.0 17.0 17.8 12.9 

"d 
1 Ten~year aggregate. ,. 

0 .., -~ 
en 



(D) PERCENTAGE PROFIT TO (E) PERCENTAGE OF INCOME 
TOTAL CAPITAL PAID OUT IN CASH DIVIDBNDS 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 
Major group 

8 Chemicals B.9 II.B 11.6 7.3 11.1 66.B 54.0 60.5 BB.7 70.5 

Minor ,roup 
38 Crude chemicals 8.6 10.5 9.6 10.3 11.9 11.2 56.1 64.4 57.7 40.6 
39 Paints 14.4 15.6 15.4 13.0 14.B 47.7 47.9 56.B B4.4 59.4 
40 Petroleum 7.2 10.7 9.9 4.8 9.4 10.5 50.1 56.0 104.5 70.2 
41 Proprietary preparation. 19.0 20.3 21.8 22.1 21.4 5B.0 57.3 61.2 63.2 65.5 
42 Toilet preparations 37.4 32.4 28.8 2B.I 25.4 62.7 3B.6 31.6 60.3 47.7 
43 Cleaning preparation. 18.4 19.4 24.4 22.6 19.4 54.B 56.9 59.6 57.3 55.1 
44 Milcenaneous chemical. 12.2 14.0 17.7 16.8 17.3 65.4 11.6 78.4 B0.4 81.5 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1010-23. MAJOR GROUP 8: CHEMICALS 

ACCU~ ACCU~ Aceu- ACCU- Aceu-
PERCENTAGE MOLATED MULATED MULATED MULATBD MULATED 

INCOMB PERClNT- BY suc- PERCBNT- BY8UC- PERCENT- BY suc- PBRCENT- BY 8ue- PERCENT- BYSUC-
TO CAPI- AGKIN CESSIVE ACE IN CRUIV! AGE IN CES8IVR AGE IN CBSSIV£ AGElii' CBSSlVB 
CAPITAL EACH CLASS CLASSES EACH CLASs CLASSES BACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS eLMIRS 

1919 1920 1921 1922 1923 
Under zero 1.0 1.0 2.9 2.9 19.5 19.5 2.9 2.9 6.2 6.2 
Zero to 4 4.3 5.3 11.9 14.8 18.1 37.6 11.4 14.3 10.0 16.2 

5 to 9 B.6 13.9 16.6 31.4 19.5 57.1 14.3 28.6 17.6 33.B 
10 to 14 11.0 24.9 14.8 46.2 12.9 70.0 12.4 41.0 18.1 51.9 

.., 
;I: 
t>1 
l;: 
~ .., 
> 
t"' 
en 

....., 
N 
00 ...... 
'-' 



TABLE 50 (continued) 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 8: CHBMICALS 

Aceu- Aceu- Aceu- ACCU- Aceu-
PERCHNTAGB MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY suc- PIRCBNT- BY sue- PERCENT- BY suc- PERCENT- BY suc- PERCBNT- BY SUC-
TO CAP!- AGBIN c!aalVE AGKIN CWlVB AGE IN CESSIVE AGE IN CUSIVE AGE IN CESSIVB 

TALIZATION EACH CLASS CLAS8B! EACH CLAM CLASSES BACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES 

1919 1920 1921 1922 1921 
IS 10 19 14.2 39.1 14.3 60.5 7.1 77.1 13.3 54.3 14.3 66.2 
20 to 24 12.4 1I.S 9.0 69.5 6.7 83.8 11.0 65.3 10.5 76.7 
25 10 29 10.0 61.5 6.7 76.2 2.4 86.2 7.6 72.9 5.2 81.9 

'0 and over 38.S 100.0 23.8 100.0 13.8 100.0 27.1 100.0 18.1 100.0 

(G) FREQUBNCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO-
RATIONS, 1024-28. MAJOR GROUP 8: CHEMICALS . 

1924 1925 1926 1927 1928 
Under zero 3.8 3.8 1.4 1.4 2.9 2.9 6.2 6.2 3.3 3.3 
Zero to 4 9.0 12.8 8.6 10.0 7.1 10.0 13.3 19.5 12.4 15.7 

5 10 9 24.2 37.0 22.8 32.8 19.0 29.0 17.2 36.7 18.1 33.8 
10 to 14 18.6 55.6 20.5 53.3 23.3 52.3 21.4 58.1 22.4 56.2 
IS 10 19 8.6 64.2 12.8 '66.1 14.8 67.1 14.8 12.9 11.4 67.6 
20 to 24 12.4 76.6 8.6 14.7 10.0 77.1 7.1 80.0 12.9 80.5 
25 10 29 4.8 81.4 6.2 80.9 4.3 81.4 4.3 84.3 4.3 84.8 

SO aDd over 18.6 100.0 19.1 100.0 18.6 100.0 1S.7 100.0 1S.2 100.0 

....., 
'" 00 

'" ...... 



CHAPTER 18 

STONE, CLAY AND GLASS 

THB four minor groups comprising the Stone, Clay and Glass Prod
ucts industry are: Ceramics; Glass; Portland Cement; and Miscel
laneous Clay and Stone Products. The number of corporations in 
each and their average size are shown in Table 51. The groups are 
described briefty: 

C~ramiCl: Includes the manufacture of both building and paving brick, 
terra cotta, china, crockery, porcelain ware and specialties of all sorts, 
tile and tile drain, refractory materials of various kinds, etc. 

GIIU/: Includes window glass, plate glass, glassware. 
Portland Cem~"t 
Mjsullan~()I14 Clay and Slonll Produds: Includes corporations making 

abrasives, concrete, lime plaster, asbestos, etc., and a few engaged in 
staDe cutting. 

TABLE 51 
STONE, CLAY AND GLASS GROUPS, LARGE IDENTICAL 

MANUFACTURING CORPORATIONS SERIES 

(A) SIZB AND CHARACTER OF SAMPLE 

NUMBER. 
OF 

CORPORATIONS 

Major group 
9 Stone, clay and glass 114 

Mi"or group 
45 Ceramics 48 
46 Glan 18 
47 Portland cement 21 
48 Miscellaneoul clay and 

stone 27 

AVERA.GE CAPITAL PElt. CORPOllATION 1 
(millions 01 dollars) 

ARl11IMETIC MBAN' MEDIAN' 

6.48 

1.46 
7.51 

11.71 

7.08 

2.08 

I Total capital (i.e., includes funded debt) as of December :U, 1928. 
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TABLE 51 (continued) 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' 
(B) PERCENTAGE INCOME TO SALES 
Major group 

9 Stone, clay and gla .. 15.5 13.1 7.9 14.4 18.9 16.5 16.9 16.8 IS.O 16.2 15.4 
Mi"or group 
45 Ceramia 19.8 17.0 11.4 16.3 19.3 16.2 16.1 16.3 14.7 13.2 16.0 ~ 

46 GI.II IS.O 13.3 7.3 11.2 1S.8 12.5 11.3 10.3 8.2 10.4 11.7 Z 
41 Portland cement 14.6 12.1 12.5 19.4 26.5 23.7 24.5 25.1 21.8 23.4 21.4 0 
48 Mi,cellaocou. clay and atone 14.2 11.0 1.9 12.6 16.3 . 1S.2 17.4 17.3 16.3 18.2 14.8 c: 

en 

(C) PERCENTAGE INCOME TO CAPITALIZATION '"'l 
Iod 

Major 9ro", 
~ 

> 9 Stone, clay and glall 16.7 17.4 6.3 14.1 19.6 15.6 16.2 1l.2 12.3 12.8 14.5 t"' 
Mi"or group 
45 Ceramic. 12.3 14.6 6.4 10.8 1S.2 11.9 12.1 12.2 10.0 8.5 11.3 ... 
46 Glas. 29.2 32.1 9.5 17.5 23.8 17.3 IS.S 13.6 10.0 11.8 16.9 Iod 

47 Portland cement 9.3 9.7 8.1 1S.1 20.8 17.0 17.1 15.2 1M 12.8 14.2 0 

48 Milcellaneous clay and atonc 20.7 17.2 1.5 14.2 19.1 16.3 19.7 19.6 16.0 17.1 16.4 
.., -

1 Ten-year aggregate. 
'"'l 
en 



(D) PERCENTAGE PROFIT TO (E) PERCBNTAGB OF INCOME '" oj 
TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS 0 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 Z 
Major ,roup l'> 

9 Stone, clay and glsSl 1S.3 1S.9 IS.O 12.1 12.3 42.3 45.8 59.7 60.0 49.9 
MinD" (lrou; r"l 

45 Ceramics 11.7 12.0 12.0 9.7 8.4 50.4 53.6 SO.9 72.4 67.2 to< 
46 Gla,. 16.9 1S.3 13.5 9.9 11.8 S6.5 63.1 73.4 79.7 42.7 > 
47 Portland cement 16.3 16.6 14.8 12.0 11.9 29.9 43.0 63.3 57.1 52.9 -< 
48 Mi!lccllaoeoul clay and ,toDe 16.3 19.6 19.5 1S.9 16.8 39.1 31.9 S3.S 47.0 43.4 > 

Z 
t:I 

(F) FRBQUENCY DISTRIBUTIONS OF PERCBNTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDMDUAL 
Cl 

CORPORATIONS, 1919-23. MAJOR GROUP 9: STONE, CLAY AND GLASS to< 

ACCU- ACCU- ACCU- ACCU- AeCU .. > 
PERCENTAGE MULATBD MULATED MULATED MULATED MULATED '" '" INCOME PERCENT- BY Suc- PERCENT- BYSUC- PERCENT- BY 8UC- PERCENT- BY suc- PERCENT- STlve-

TO CAPI- ACE IN CESSIVB AGBIN CES!IVE AGE IN CESSIVB ACE IN CRSSNI ACE IN CESIIY! 
TALlZATJON BACH CALSS CLASSES BACH CLASI CLASSES BACH CLASS CLASSES JlACH CLASS CLASSES BACH CLASS CLASSBS 

1919 1920 1921 1922 1923 
Under zero - .0 .0 0.9 0.9 14.0 14.0 .0 .0 .0 .0 
Zero to 4- 6.1 6.1 3.S 4.4 21.9 35.9 10.S 10.5 2.6 2.6 

S to 9 17.S 23.6 12.3 16.7 16.7 S2.6 17.5 28.0 11.4 14.0 
10 to 14- 18.4 42.0 21.9 38.6 14.9 67.S 19.3 47.3 14.0 28.0 
IS to 19 13.2 5S.2 15.8 54.4 14.0 81.5 8.8 56.1 17.S 45.S 
20 to 24 9.6 64.8 7.9 62.3 6.1 87.6 6.1 62.2 17.S 63.0 
2Sto 29 7.0 71.8 7.0 69.3 7.0 94.6 16.7 78.9 13.3 76.3 

30 and over 28.2 100.0 30.7 100.0 5.4 100.0 21.1 100.0 23.7 ·100.0 
...., 
N 
co 

'" '-' 



TABLE 51 (continued) 

{GJ FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1924-28. MAJOR GROUP g: STONE, CLAY AND GLASS 

ACCU· Aceu-
PER.CENTAGE MULATED MULATED 

PROFIT PERCENT- BY suc- PERCENT- BY suc-
TO TOTAL AGE IN CESIIV! AGE IN CESIIV! 
CAPITAL BACH CLASI CLASSBI EACH CLASS CLASSES 

1924 1925 
Under zero 0.9 0.9 0.9 0.9 
Zero to 4 7.9 8.8 S.! 6.2 

5 to 9 16.7 25.5 16.7 22.9 
10 to 14 18.4 4!.9 21.9 44.8 
15 to 19 24.6 68.5 19.! 64.1 
20 to 24 11.4 79.9 14.0 78.1 
25 to 29 7.9 87.8 8.8 86.9 

SO and over 12.2 100.0 I!.I 100.0 

Aceu-
MULATED 

PERCENT- BY suc-
ACHIN CESSIVE 

EACH CLAS! CLASSES 

1926 
.0 .0 

S.! S.! 
22.8 28.1 
21.2 49.! 
24.6 7!.9 
10.4 84.! 
6.1 90.4 
9.6 100.0 

Aceu-
MULATBD 

PBRCENT- BTave-
ACE IN CWIVE 

BACH CLASS CLAUBS 

1927 
0.9 0.9 

12.! 13.2 
28.9 42.1 
26.! 68.4 
11.4 79.8 

8.8 88.6 
2.6 91.2 
8.8 100.0 

ACCU-
MULATED 

PBRCENT- BTsue· 
AGBIN CWIVE 

BACH CLAS.! CLASSBS 

1928 
2.6 2.6 

14.0 
42.9 
63.1 
76.! 
85.1 
90.4 

100.0 

11.4 
28.9 
20.2 
13.2 

8.8 
S.! 
9.6 

-



CHAPTER 19 

METALS 

THE Metals group is made up of 22 minor groups: Castings and 
Forgings; Sheet Metal; Wire and Nails; Heating and Ventilating 
Machinery; Electrical Machinery; Textile Machinery; Printing 
Machinery; Road Machinery; Engines; Mining Machinery; Fac· 
tory Machinery; Office Machinery; Railway Equipment; Motor 
Vehicles; Firearms; Hardware; Tools; Bolts and Nuts; Miscel
laneous Machinery; Non-ferrous Metals; Jewelry; and Miscellane
ous Metals. The number of corpor~tions in each group and their 
average size are shown in Table 52. The groups are described briefly: 

Castings a"d Forgings: Foundries, rolling mi1ls, iron and :steel plants of all 
sorts are included. Among their products are anchon, anvils, bars, 
chains, steel plates, pipes, springs and rails. Blast furnaces, sheet metals, 
machinery, and tools appear, however, in other minor groups; likewise, 
all Don-ferrous metals are shown elsewhere. 

Shed M,tals: Includes corrugated iron, cornices, pipes, gutters, stove and 
furnace parts, barrels, etc. 

Wire lind Nails: Includes wire, nails, fences, screens, and springs. 
Heating and Yentilating Nadinery: Blowen, boilers, furnaces, ovens, 

stoves, radiators, incinerators, air conditioning apparatus. 
Electrical Mach;,ury: Motors, dynamos, pumps, furnaces, stoves, fixtures, 

conduit wire., vacuum deaners, washing machines, fans, Aashlights. light 
bulbs, etc. 

Textile Machinery: Carding and spinning machines, looms, dyeing ma
chines and other textile manufacturing equipment. 

Printing Machi,ury: Includes. typesetting macbines, printing presse9, news
paper presses, lithographing machines, etc. 

Road M adinery: Includes hoisting and excavating machinery and tracton 
as well 85 road machinery; also cranes, derricks, elevators, steam shovels, 
dredges, concrete mixers, graders and street sprinklers. 

Engines and Pari': Stationary and marine engines, but not automobile 
motors. 

Milling Machinery: Coal chutes, cars, toolt, drills, drilling equipment, etc. 
Factor~ Madi"ery: Includes 80ur and grilt mill machinery, metal working 
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[288] INDUSTRIAL PROFITS 

machinery such as drill-presses, forges. planers, gcar-cuHers, and general 
plant machinery for shoe factories, paper mills, laundries, etc., that is. 
all machinery other than textile, railroad equipment, and printing, elec
trical, and automotive machinery, which are classified in minor groupa 
of their own. 

Offiu Mad,i,ury: Cash registers, accounting machines, typewriters, mimeo
graphing devices and all office appliances other thao furniture. 

RaillUJay Equipment: Railroad cara, car wheels, locomotives, air brakes, 
couplings, part! and supplies. 

Motor rehides: Passenger automobiles, trucks, trailers, and all automobile 
parts and accessories. 

Firearms: GUDS, rifles, gunpowder and explosives. 
Hardware: Includes plumbers' supplies 8S well 8, hardware. 
Tools: All manner of hand and shop toola, 8' well as machine tools are 

included: awls~ axes, chucks, chisel" drills, files, hammers, jacks, jigs, 
pliers, shovels, saws, vises, wrenches, etc. 

Bolts and Nuts: Includes related small iron and steel articles as screws, 
gaskets, rivets, taps and turnbuckles. 

Miuellaneous Machinery: Includes machinery and machining processes Dot 
otherwise classified, such as ice machinery; air, oil and steam pumps, 
gasoline service station equipment; sewing machinery shops, blacksmith, 
machine and boiler shops, bottle capping machines j condensers and meat 
cutten. 

Non-ferrous Metals: Aluminum, copper, lead, zinc and tin refining activi
ties, as well as the refining of precious metals. Products made with 
precious metals (gold, iridium, platinum and silver) are not included; 1 

but both the products of tbe other non-ferrous metals themselves and 
articles made of brass, bronze, nickel, babbitt and other alloys are here 
classified. 

JeWelry: Precious stones, precious metal products of various sorts, watch 
cases (but not watches), bags, emblems, and novelty jewelry. 

Misctllaneous M ftals: Includes metals and metal processes not elsewhere 
classified: the principal activities and products are blast furnaces, agricul
tural implements, ornamental iron and steel, safes and vaults, cutlery and 
enameled granit ware. 

1 Theile are shown in the next group, together with jewelry. 



METALS [289] 

TABLE 52 
METALS GROUPS, LARGE IDENTICAL MANUFACTURING 

CORPORATIONS SERIES 

(A) SIZB AND CHARACTER OF SAMPLB 

Major group 

NUMBER 
OF 

CORPORATIONS 

10 Metals 648 
Minor grou, 

49 Castings and forgings 99 
SO Sheet metal 20 
51 Wire and nails 20 
52 Heating machinery 42 
53 Electrical machinery 54 
S4 Textile machinery 18 
5S Printing machinery 12 
56 Road machinery 22 
57 Engines 11 
58 Mining machinery 12 
S9 Factory machinery 23 
60 Office machinery 1J 
61 Railway equipment 25 
62 Motor vehicles 32 
63 Firearms 11 
64 Hardware 40 
6S Tools 30 
66 Bolts and Dub 15 
67 Miscellaneous machinery 32 
68 Non-ferrous metals 48 
69 Jewelry 24 
10 Miscellaneous metals 45 

AVERAGB CAPITAL PElt. CORPORATION t 

(millions of dollars) 
ARITHMETIC MEAN MEDIAN 

18.31 

49.27 
3.09 
4.31 
4.91 

16.68 
4.95 
4.97 
6.09 
5.98 

10.75 
8.32 
9.38 

21.71 
61.95 
4.74 
8.60 
3.SS 
1.93 
4.58 

20.34 
1.S3 

15.89 

2.38 

'Total capital (i.e., includes funded debt) as of December 31, 1928. 



TABLB 52 (continued) .--, 

'" 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' '" 0 
(sl PERCENTAGB INCOMB TO SALES L-J 

Major group 
10 Metal. 14.7 9.7 3.0 10.2 11.1 10.1 11.4 11.1 9.8 10.4 10,4 

Minor group 
49 Castings and forginga 11.6 9.7 -7.0 3.3 7.3 5.9 6.5 7.'" 5.9 7.8 6.9 
SO Sheet metal 9.8 7.7 -18.3 6.S 9.2 7.9 7.9 9.1 7.0 9.S 7.1 
51 Wire and nails 12.7 9.9 -.6 12.2 13.8 11.1 10.7 10.7 10.! 14.2 10.9 
S2 Heating machinery 17.4 9.8 6.S 14.6 18.3 1S.6 IS.O 14.4 10.3 9,4 13.2 
53 Electrical machinery 17.1 9.8 7.2 14.6 16.8 IS.! IS.9 1S.6 13.3 1S.6 14.2 
54 Textile machinery 2S.3 IS.I 21.0 29,4 20,4 19.0 23.2 23.1 25.1 24.7 22.6 
55 Printing machinery 25.5 I8.S 16.5 21.6 20.9 1S.6 12.1 16.S 16.0 19.1 17.9 
56 Road machinery 17.0 16.5 8.5 14.7 17.2 16.4 1S.4 13.8 12.9 14.9 14.8 
57 Engine. 21.0 16.0 13.3 15.1 17.1 3S.0 17.1 20.6 21.8 13.2 19.1 
58 Mining machinery !S.I 12.6 3.4 9.9 11.2 5.5 9.1 II.'" 10.1 9.3 10.1 
59 Factory macbincry 22.3 13.9 8.1 18.8 24.2 18.9 25.8 24.3 21.9 21.0 20.1 ~ 

60 Office machinery 18.2 12.5 6.9 9.6 10.6 11.1 14.6 14.1 17.7 17.0 13.6 Z 
61 Railway equipment 13.5 10.6 7.4 9.9 11.6 10.4 7.4 10.3 9.1 6.9 10.2 t:I 
62 Motor vehicle. 18.6 9.3 6.6 16.1 11.6 11.5 13.9 11.8 9.8 8.6 I1.S c: 
63 Firearm. 12.0 7.S 2.7 11.4 13.0 10.6 11.1 13.0 13.2 19.9 11.9 en 
64 Hardware 17.S 13.6 2.3 12.9 16.7 13.0 12.8 10.9 9.4 10.4 12.2 >'l 
6S Tool. 21.3 18.8 -8.3 14.1 16.S I1.S 15.1 16.S 13.4 19.0 1S.9 Iod 

66 Bolt. and nuts IS.S 15.3 -3.4 17.5 16.6 11.0 14.5 16.0 1).4 17.2 14.4 > 
67 Milcellaneous machinery 18.4 10.5 -3.8 12.2 14.4 11.6 13.0 14.7 11.1 12.9 12.1 t" 
68 Non-ferrou8 metal. 10.0 4.8 2.5 10.0 9.9 9.9 11.6 10.6 10.7 12.2 9.6 
69 Jewelry 14.0 7.9 1.8 9.5 10.4 8.5 7.5 8.3 9.S 9.7 9.0 ... 

Iod 70 Miscellaneoul metal. 16.4 9.0 -6.3 5.2 13.4 I1.S ll.7 16.6 1S.3 1S.1 12.4 0 
J Ten-year aggregate. '" ~ 

>'l 
en 



1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' ::: 
(C) PERCENTACE INeOMB TO CAPITALIZATION t'l 

Majo, ,roup 
"i 
> 10 Metals 18.0 12.0 2.1 8.8 12.1 9.8 12.1 11.1 9.8 11.1 10.8 l"' 

Minor group '" 49 Callings and forgings II.S 10.S -.4 2.1 6.8 4.7 S.6 7.7 4.S 6.0 S.8 
SO Sheet metal 16.1 12.6 -12.4 7.2 U.2 10.4 11.8 13.1 8.9 11.8 9.1 
51 Wire and nail. 17.9 1S.6 -.4 12.4 16.1 11.4 11.4 11.7 9.9 1l.8 11.9 
S2 Heating machinery 20.S 12.8 S.1 1S.0 21.8 17.! IS.S 17.0 9.5 9.2 14.0 
53 Electrical machinery 21.8 12.1 6.4 1l.4 16.5 16.7 16.8 17.9 14.2 16.5 1S.2 
S4 Textile machinery 27.4 17.2 22.6 22.1 18.1 10.6 14.8 14.4 15.9 14.6 17.1 
5S Printing machinery 17.8 Il.! 8.5 1l.0 1l.8 10.3 9.1 10.9 9.6 12.1 11.6 
56 Road machinery 26.9 22.0 8.7 14.0 19.2 18.9 18.2 17.5 15.7 17.0 17.5 
51 Enginel 28.0 19.2 9.4 10.6 14.6 28.0 9.2 14.1 11.1 6.9 12.9 
58 Mining machinery 36.3 25.1 3.4 1l.9 15.2 6.2 11.2 16.0 11.6 10.2 13.6 
S9 Factory machinery 15.8 9.S 3.8 7.7 11.3 8.2 1!.0 13.! 11.2 1!.4 10.7 
60 Office machinery 22.5 15.8 6.4 9.0 12.9 11.5 17.3 1S.8 19.1 17.7 14.9 
61 Railway equipment 17.0 10.6 4.1 7.2 Il.S 8.4 S.! 7.6 5.6 1.4 8.1 
62 Motor vehicles 18.8 18.4 8.4 2S.! 20.8 17.3 23.7 20.7 16.1 16.1 19.7 
6S Firearms 11.7 9.4 2.1 11.4 12.4 1D.4 10.4 12.! 11.9 19.6 11.5 
64 Hardware 29.0 21.7 1.9 1S.7 20.9 15.1 15.9 13.6 ID.4 11.0 14.7 
6S Tool. 29.8 19.5 -3.1 8.5 12.4 7.9 11.5 14.6 9.6 IS.2 12.! 
66 Bolta and nuts 19.6 21.8 -1.8 17.S 18.6 10.6 16.9 17.2 13.4 19.0 1S.4 
67 Mitcenaneoul machinery 24.2 12.8 -2.6 9.9 Il.S 10.9 13.4 15.5 11.5 13.5 12.1 
68 Non-ferrous metal. 12.5 5.9 1.9 8.6 11.1 9.8 14.2 12.6 11.1 14.8 10.5 
69 Jewelry 36.7 IS.S 2.1 12.6 1l.7 10.1 9.0 10.3 11.7 12.1 12.5 
70 Miscellaneous metal. 17.0 9.6 -2.9 3.0 9.0 8.1 12.9 14.7 13.3 1l.6 10.1 

1 Teo-year aggregate. r-1 
tv 

'" ..... 
'-' 



TABLE 52 (continued) ,....., 
N 

(D) (B) PERCBNTAGE OF INCOMB 
\0 

PERCBNTAGB PROFIT TO N 
TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS L...J 

1924 1925 1926 1927 1928 
Majo, group 

1924 1925 1926 1927 1928 

10 Metals 9.2 11.3 12.2 9.3 10.4 49.2 44,2 48.4 67.5 62.7 
Minor groul 

49 Calting. aod forgings U 5.5 7.1 4.6 5.8 69.9 53,4 44.6 76.4 58.7 
50 Sheet metal 9.9 11.0 12.1 8.7 10.8 46.6 38.5 38.7 54.3 40.3 
51 Wire and nails 11.3 11.4 11.7 9.9 1l.7 76.4 60.8 79.9 108.9 67.3 
52 Heating machinery 16.8 15.1 16.7 9.1 8.9 44.7 48.8 52.0 84.0 79.8 
53 Electrical machinery 15.9 16.2 17.2 13.6 15.8 38.1 43.7 41.2 65.7 58.2 
54 Textile machinery 10.6 14.1 14.2 15.1 1l.9 68.5 56.0 67.3 66.5 61.6 
5S Printing machinery 9.6 8.6 10.3 9.1 10.9 49.4 43.6 48.5 57.1 36.1 
S6 Road machiDI!CY 18.9 18.2 17.5 1S.3 16.5 36.7 39.5 44.1 55.5 49.6 
57 Engines 27.5 9.2 14.0 11.0 6.9 28.6 71.1 50.5 58.8 87.3 

~ 58 Mining machinery 6.1 11.1 IS.I 11.6 10.2 69.8 48.8 41.2 50.0 43.1 Z S9 Factory machinery 8.1 12.8 13.1 11.1 13.3 63.6 62.8 57.1 70.1 66.4 I:l 
60 Office machinery 11.4 17.1 15.6 19.0 17.6 49.6 37.5 60.3 54.2 5404 c:: 
61 Railway equipment 8.3 5.3 7.5 5.6 3.4 69.2 152.6 85.6 123.1 195.0 '" 62 Motor vehicle. 17.0 23.3 20.4 15.9 16.0 32.6 34.6 47.3 66.5 82.3 >-l 
63 Firearm. 10.4 10.4 12.3 11.9 19.5 59.5 63.6 56.8 50.1 34.6 '" 64 Hardware 14.9 1l.3 1l.2 10.1 10.7 47.2 49.9 57.3 85.5 63.6 

~ 

;.-
65 Tool. 7.9 11.4 14.5 9.5 14.9 84.0 60.0 57.0 66.8 50.4 t"' 66 Bolt. and Dut, 10.6 16.9 17.2 1l.4 19.0 72.8 66.0 59.4 63.5 44.6 
67 Mi.cellaneoul machinery 10.9 13.3 15.2 11.0 12.7 112.3 39.8 55.0 68.7 63.4 "d 
68 Non-ferrou. metal. 9.4 1l.5 12.0 10.8 1l.8 48.1 39.9 57.0 57.5 49.9 '" 69 Jewelry 10.1 9.0 10.3 11.6 12.0 54.3 61.4 60.9 56.3 42.8 0 

"" 70 Miscellaneoul metal. 7.9 12.4 14.3 12.8 15.0 48.9 21.1 33.1 45.2 24.3 ~ 

>-l 

'" 



(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIPUAL 

CORPORATIONS! 1919-23. MAJOR CROUP 10: METALS 

ACCU- Aceu- ACCU- ACCU- ACCU-
PERCIINTAGI MULATED MULATED MULATED MULATED MULATED 

INCOME PERCBNT- BY sue- PERCENT- BY suc- PERCENT- BY sue- PERCBNT- BY 8UC- PERCENT- BYaUC-
TO CAPI- AGE IN CI!55IVB AGHIN CUIIVB AGK IN CBSSrvS ACBIN CESSlva AGB IN CESSIVB 

TALIZATION EACH CLASS CLASI!!' BACH CLASS CLABS!I BACH CLASS CLAUD BACH CLASS CLASSEI BACH CLASS CLASS!I 

1919 1920 1921 1922 192J 
Under zero 1.2 1.2 3.2 3.2 33.5 33.5 4.9 4.9 0.9 0.9 
Zero to 4 2.6 3.8 5.4 8.6 18.4 51.9 14.4 19.3 7.4 8.3 

5 to 9 6.3 10.1 13.4 22.0 20.1 72.0 17.0 36.3 15.1 23.4 
10 to 14 11.6 21.7 16.1 38.1 10.9 82.9 17.3 53.6 17.4 40.8 
15 to 19 13.9 35.6 13.4 51.5 7.1 90.0 13.0 66.6 20.5 61.3 
20 to 24 11.7 47.3 12.5 64.0 3.4 93.4 8.6 75.2 13.6 74.9 
25 to 29 8.7 56.0 8.8 72.8 2.0 95.4 8.3 83.5 10.4 85.3 

30 and over 44.0 100.0 27.2 100.0 4.6 100.0 16.5 100.0 14.7 100.0 

(G) FREQUBNCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDMDUAL CORPO

RATIONS, U24-28. MAJOR llROUP 10: METALS 

1924 1925 1926 1927 1928 
Under zero 2.2 2.2 1.7 1.7 1.5 1.5 3.9 3.9 4.5 4.5 
Zero to 4 12.8 IS.O 6.5 8.2 8.5 10.0 12.2 16.1 8.8 13.3 

5 to 9 25.9 40.9 21.5 29.7 21.9 lI.9 27.0 43.1 25.1 38.4 
10 to 14 21.3 62.2 27.5 57.2 24.1 56.0 23.9 67.0 19.9 58.3 
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TABLE 52 (continued) 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO-

IlATlONS, ·1924-28. MAJOR GROUP 10: METALS 

ACCU- ACCU- Aceu-
PERCENTAGE MULATED MULATED MULATED 

PROFIT PERC!NT- BT suc- PERCENT- OYSUe- PERCENT- BY suc-
TO TOTAL AGE IN CESSIVB ACE IN CBSSIVE ACBIN CBSSIVB 
CAPITAL UeHeL"" CLASSES EACH CLASS CLASSES EACH CLASS CLASSES 

1921 1925 1926 
IS to 19 1l.1 77.3 13.7 70.9 16.4 72.4 
20 to 24 8.2 as.5 10.3 81.2 10.5 82.9 
25 to 29 5.7 91.2 6.9 88.1 5.1 88.0 

50 aDd over 1.1 100.0 11.9 100.0 12.0 100.0 

Aceu-
MULATED 

PERCENT- BYSUC-
AGE IN CESSIV! 

EACH CLASS CLASSES 

1927 

13.6 80.6 
7.2 87.8 
3.9 91.7 
8.3 100.0 

ACCU
MULATED 

PERCBNT- BY SUC-
AGE IN CESSIVK 

BACH CLASS CLASSES 

1928 

17.6 75.9 
9.9 as.8 
5.1 90.9 
9.1 100.0 



CHAPTER 20 

SPECIAL MANUFACTURING INDUSTRIES 

FOUR minor groups which do not well fit into any other major manu
facturing group are classified under the head of Special Manufac
turing. They are: Professional and Scientific Instruments, including 
Optical Goods; ·Toys, Stationery Goods and School Supplies; Pianos, 
Organs and Parts; and Miscellaneous Special Manufacturing. The 
number of corporations contained in each group and their average 
size are shown in Table 53. The groups are described briefly: 

Scientific InstrumetUs: Included are not only bacteriological, X-ray, dental 
and optical apparatus, slide-rules, gyroscopes, thermometers, pyrometers, 
nautical and surveying instruments, cameras, eye glasses and binoculars, 
but also many kinds of medical, dental and optical supplies such as 
surgical gauze, elastic bandages, trusses, artificial eyes and teeth. 

Toys: Includes Dot only dolls, games, sleds, velocipedes, but also stationers' 
supplies sucb as pencils, pens and school supplies. 

Pianos: Pianos, player pianos, organs, keys, strings, sounding boards and 
other part!. 

MiscellQneous SPecial Manufacturing: Contains branches of manufacture 
which could not be classed with Textiles Metals or with some other well
defined major group. The list of products includes artificial flowers, 
athletic goods, brooms, clocks, watches, hair goods, fire apparatus, soda 
fountaios and umbrellal. (Since, however, 45 corporations comprise the. 
group and in the pursuit of these diverse activities marketed nearly 300 
million donars worth of goods in .1928, the inclusion of their dOlta is 
essential to complete the sample of large corporations engaged in manu
facturing pursuitl.) 

[295] 
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TABLE 53 
SPECIAL MANUFACTURING INDUSTRIES GROUPS, LARGE 

IDENTICAL MANUFACTURING CORPORATIONS SERIES 

(A) SIZE AND CHARACTER OF SAMPLE 
HUMBER. AVEIlAGE CAPITAL PER CORPORATION 1 

OF (millioru of dollars) 
COIlPOllATIONS ARITHMETIC MEAN MEDIAN 

Major grou.p 
11 Special manufacturing 

industries 89 
Minor !lroup 

71 Scientific instrumenta 23 
72 Toy. 12 
73 Pianoll 11 
74 Miscellaneous special maD-

ufacturing industries 43 

5.75 

7.77 
2.36 
5.38 

5.71 

2.32 

:I Total capital (i.e., includes funded debt) as of December 31, 1928. 



TABLB 53 (continued) '" '1j 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' '" (8) PERCBNTAGE INCOME TO SALES 
(') -

Major group ;.. 

11 Special manufacturing indu.trie. 18.3 12.9 10.0 19.9 18.1 12.2 IS.O 17.6 1S.4 IS.9 IS.6 t'" 

Minor group i!: 
11 Scientific inltrumentl 26.2 20.2 16.S IS.S 31.3 18.1 30.6 29.9 26.6 27.7 26.S ;.. 
12 Toy. 16.4 12.9 11.2 12.4 13.7 12.6 12.6 12.0 13.3 14.0 13.1 Z 
73 Piano. 13.6 11.0 2.7 12.0 13.7 11.7 12.S 12.1 9.0 7.8 10.8 c:: 
74 Milcellaneoull .pecial manufac- ..., 

turing indo.trit. 14.2 9.5 7.8 13.6 12.1 8.9 !.9 11.9 10.2 Io.! 1M > 
(') 

(c) PERCENTAGB INCOMB TO CAPITALIZATION '"'l 
c:: 

Major group ,. 
11 Special manufacturing indultrie. 28.0 1M 10.6 23.1 21.S 13.9 16.9 20.2 17.0 17.0 18.4 -Minor group Z 
11 Scientific inltrument. 33.1 22.1 13.1 30.8 28.6 16.8 28.9 29.S 2S.2 27.3 2S.S Cl 
72 Toy. 26.3 24.6 11.2 13.1 IS.7 IS.7 IS.S 14.0 14.9 16.1 1S.9 
73 Pianos 17.2 13.9 2.3 12.0 14.3 11.7 13.2 11.9 7.S 5.9 10.7 
74 Milceilaneoul .pecial manufac-

turing industries 26.2 18.0 10.6 20.3 17.8 11.8 7.6 IS.7 13.2 12.4 14.7 

1 Ten-year aggregate. 



TABLE 53 (continued) ,....., 
N 

(D) (E) PERCENTAGE INCOME '" PERCENTAGE PROFIT TO 00 
L-J 

TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS 

1924 192; 1926 1927 1928 1924 1925 1926 1927 1928 
Major group 

11 Special manufacturing industries 13.7 16.7 2001 16.9 16.8 71.9 74.5 61.5 41.5 72.3 
Minor group 

71 Scientific instruments 16.8 28.9 29.5 25.2 26.8 89.7 82.0 84.3 51.9 83.9 
72 Toys 15.7 IS.S 14.0 14.4 15.6 36.3 46.2 43.3 46.5 35.9 
73 Pianos 11.5 12.9 11.9 7.4 5.8 43.2 30.1 39.6 53.9 72.S 
74 Miscellaneous special manufac-

turing industries 11.5 1.5 IS.S 13.2 12.3 63.1 17.2 33.6 40.1 59.2 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 11: SPECIAL MANUFACTURING INDUSTRIES -Aceu- ACCU- Aceu- Aceu- Aceu- Z 

PERCENTAGE MULATED MULATED MULATED MULATED MULATED 0 
INCOME PERCENT- BY8Ue- PERCENT- BY SUC- PERCENT" BY SUC- P!RCENT- RY SU,!- PERCENT- BY sue .. c: 
TO CAPI- AGE IN CESIIV! AGBIN CUSIVI! ACE IN CESSIVE AGE IN CESSIYB AGBIN CESSIVB CII 

TALlZATION BACH CLASS eLAS!!S BACH CLASS CLASSES BACH CLASS CLASSE~ BACH CLASS CLASSES BACH CLASS CLASSES 
.., ,. 

1919 1920 1921 1922 1923 -UDder zero .0 .0 1.1 1.1 14.6 14.6 .0 .0 1.1 1.1 > 
Zero to 4 .0 .0 3.4 4.5 14.6 29.2 10.1 10.1 1.1 2.2 t"' 

5 to 9 7.9 7.9 II.S 18.0 18.0 47.2 5.6 15.7 12.4 14.6 III 
10 to 14 9.0 16.9 19.1 37.1 18.0 6S.2 27.0 42.7 22.S 37.1 ,. 
IS to 19 II.S 3M 20.2 57.3 11.2 76.4 20.2 62.9 23.6 60.7 0 
20 to 24 15.7 46.1 10.1 67.4 7.9 84.3 10.1 73.0 11.2 71.9 .., 
25 to 29 10.1 56.2 12.4 79.8 6.7 91.0 6.8 79.8 II.S 85.4 -30 and over 43.8 100.0 20.2 100.0 9.0 100.0 20.2 100.0 14.6 100.0 

.., 
CII 



(c) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PR.OFIT TO TOTAL CAPITAL, INDIVIDUAL CORPo--
RATIONS, 1924-28. MAJOR GROUP 11: SPECIAL MANUFACTL"RING INDUSTRIES 

1924 1925 1926 1927 1928 
Under zero 1.1 1.1 2.2 2.2 .0 .0 .0 .0 2.2 2.2 
Zero to 4 5.6 6.7 5.6 7.8 6.8 6.8 12.4 12.4 11.2 13.4 

5 to 9 20.2 26.9 1S.7 23.5 21.3 28.1 25.8 38.2 22.5 35.9 
10 to 14 23.6 SO.S 32.6 S6.1 2S.8 S3.9 21.3 59.5 29.3 65.2 
15 to 19 20.3 70.8 11.3 67.4 1S.8 69.7 1S.8 75.3 9.0 74.2 
20 to 24 10.1 80.9 11.3 78.7 14.6 84.3 14.6 89.9 IS.7 89.9 
25 to 29 11.2 92.1 10.1 88.8 9.0 93.3 S.6 9S.S 6.7 96.6 

30 and over 7.9 100.0 11.2 100.0 6.7 100.0 4.S 100.0 3.4 100.0 
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CHAPTER 21 

TRADE AND ITS MAJOR GROUPS 

1. EARNINGS RATES ON SALES AND INVESTMENT: ALL TRADI~ 

THE 664 companies included in our series of large Trading corpora
tions in 1928 possessed a combined capitalization of $2.5 billion dol
lars. This investment was 'turned over' about two and one-half times, 
so that sales amounted to nearly $6.5 billion, while the net income 
amounted to about one-third of a billion. In the first few sections of 
this chapter, we shall examine the earnings, sales and capital invest
ment of these companies over the period 1919-28, both in the All 
Trade group as a whole and in each of the three major groups that 
compose it; then we shall consider the income disbursed as dividends 
and the earnings of individual companies, in the three latter groups 
combined. 

In 1919, a year of marked prosperity, these 664 companies earned 
a net return of 7.4 per cent upon their sales volume. In 1920, this 
was reduced to 3.7 per cent and in 1921 to 2.7 per cent. Recovery 
in 1922 brought the figure to 5.9 per cent. Between 1923 and 1928, 
however, the return figure showed a slight general decline, falling 
from 6 per cent in 1923 to 4.8 per cent in 1928. Chart 52 shows the 
course of this gradual decline. 

Upon investment the return dropped from 24 per cent in 1919 to 
7 per cent in 1921. Earnings recovered to 15 per cent in 1922; but 
from 1923 on showed a general fall, dropping from 15.4 per cent to 
12.3 per cent in 1928. It is to be noted that the return upon invest
ment is in all years two or three times as high as that upon sales. 
The capital turnover of these 664 large Trading corporations, in 
other words. is approximately 2.5 times a year. This general average. 
however, should not be assumed to hold for many of the specific 
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[302J INDUSTRIAL PROFITS 

minor groups in Trade, the figures for a number of which deviate 
markedly from this ratio. 

2. ABSOLUTE INCOME, SALES AND INVESTMENT: ALL TRADE 

The sales volume of these 664 corporations increased from about 
4,100 million dollars in 1919 to 4,800 million in 1920; then declined 
to 3,900 million in 1921. In 1922 only a slight recovery took place, 
the 4,121 million dollar level of 1919 being regained.' From 1922 on, 
however, a steady growth took place and by the end of the period in 
1928 an annual volume of about 6,400 million dollars was attained. 
Investment likewise showed marked expansion over the period, grow
ing from 1,300 million in 1919 to 2,500 million in 1928. Net income 
declined from about 300 million in 1919 to about 100 million in 
1921; then, recovered to 288 million in 1923. During the last half 
of the period it showed a steady although not large growth, reaching 
307 million in 1928. 

3. SURVEY OF THE MAJOR TRADING GROUPS 

a. Retail Trade 
In the Retail Trade group are 283 corporations. Upon sales 

volume, they averaged a return of about 9 per cent in 1919, but 
only 3.5 per cent in 1920 and 1921. Recovery in 1922 brought the 
figure to 6.9 per cent; but before the end of the period it showed 
a general decline, reaching 5.3 per cent in 1928. 

The return on investment is much higher but follows the same 
general course. In 1919, it stood at 26 per cent but fell to 8 per cent 
in 1921. In 1922, it reached 17 per cent, but before the end of the 
period it showed general decline, standing at 14 per cent in 1928. 

Sales volume shows a less marked decline between 1920 and 1921 
than does the figure for All Trade. Between 1922 and the end of 
the period it increases steadily, rising from 2,462 million dollars to 
about 4,600 million in 1928. Investment expands at much the same 
general rate, from 1,022 million dollars in 1922 to 1,758 million in 
1928. Net income shows a great drop between 1919 and 1921, but 

1 In physical volume, of coune, salcs in 1922 exceeded those in 1919, 
c.g., commodity prices were substantially lower in the latter year. 
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recovers in 1922 and shows a fairly steady growth for the remainder 
of the period, standing at about 204 million in 1927 and 1928. 

h. Wholesale Trade 
The Wholesale Trade group contains 292 corporations. The return 

on sales is much lower than for Retail Trade. It falls from 6 per 
cent in 1919 tQ 1 per cent in 1921; then recovers to 4.4 by 1923. 
During the last half of the period it runs slightly over 3 per cent in 
most years. 

Upon investment, earnings are higher, but not so high as for the 
Retail Trade group. They show a general fall, from 14 per cent 
in 1923 to 9 per cent in 1928. 

Unlike the Retail Trade group, sales show no increase whatever 
for the period, standing at almost exactly $1.5 billion in 1919, in 
1923, and in each year thereafter. Investment shows a general increase 
from 1919 to 1923, but thereafter remains stable at approximately 
$525 million. Net income shows violent lIuctuations between 1919 
and 1923; then from 1923 to the end of the period exhibits a general 
decline, from $71 million to $49 million. 

c. Wholesale and Retail Trade 
Eighty-nine corporations belong to this group, each engaging in 

both wholesale and retail trading activities. The return on sales 
corresponds fairly closely with that for Retail Trade, running about 
6.5 per cent during the last half of the period. 

Upon investment, the return falls from 20 per cent in 1919 to 9 
per cent in 1921; then increases to 15 per cent in 1923 but there
after generally declines, reaching 9 per cent at the end of the period. 

Sales fluctuate substantially between 1919 and 1923, but show 
some decline from then on, as well as for the period as a whole. The 
1919 figure is 335 million, the 1923 figure 375 million and the 1928 
figure 304 million. Investment, however, increases from 121 million 
in 1919 to 174 million in 1923, and stands at 185 million in 1928. 
Net income lIuctuates between 1919 and 1923 but from 1923 to 
1928 declines substantially, falling from 26 million to 17 million. 

4. DIVIDENDS AND EARNINGS, 1924-1928 

Of the total net income of the 664 corporations in All Trade, a 
somewhat varying proportion was paid out in the form of cash divi-
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dends during the live years 1924-28. In both 1924 and 1925 approxi
mately 40 per cent of net earnings was so disbursed; in 1924; 38 per 
cent; and in 1925,39 per cent. In the years 1926-28, however, this 
proportion increased to approximately 50 per cent. The exact figures 
are 47 per cent in 1926, 54 per cent in 1927 and 48 per cent in 1928. 

The three major Trading groups show substantial variations in 
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these ratios of dividend disbursements to total net income. The Retail 
Trade group shows ratios of only about 30 per cent in 1924 and 
1925 and about 40 or 45 per cent in the other years. The Wholesale 
Trade group shows much higher ratios, the figures being about 60 
per cent in 1924 and 1925 and over 65 per cent in the other years. 
The Wholesale and Retail Trade group exhibits ratios of approxi
mately 50 per cent in 1924 and 1925, but higher ones in the other 
years, the figure reaching 78 per cent in 1928. Complete data are 
given in Table 54. 

5. EARNINGS OF INDIVIDUAL CORPORATIONS: ALL TRADE 

The 664 large corporations in All Trade averaged a return of 24 
per cent upon their combined investment in 1919. About 70 per cent, 
however, earned more than this rate. Half earned over 31 per cent. 
The highest quarter earned over 45 per cent, the lowest quarter, 
under 22 per cent. In this extremely prosperous post-War year, how
ever, only 3 per cent of these companies earned less than 10 per cent. 

In 1920, the average return was cut to 11 per cent. Again, how
ever, about 70 per cent of the companies earned more than the average 
figure. Half earned over 17 per cent. A quarter earned over 27 per 
cent, while the lowest quarter earned under 10 per cent-a sharp 
contrast to the preceding year. 

The year 1921 saw the general average figure decHne to under 7 
per cent; but 60 per cent of the companies earned "in excess of this 
average rate, and half earned under 8 per cent. The upper quarter 
earned in excess of 14 per cent, but the lowest quarter earned under 
2 per cent. 

Between 1922 and 1928 the number of corporations occupying the 
upper brackets declined greatly. In 1922 almost a third earned more 
than 20 per cent upon their investments, but by 1928 less than a 
tenth did so. Conversely, in 1922 less than a third earned under 10 
per cent but by 1928 half did so. The proportion of QOmpanies earn
ing between 10 and 19 per cent remained approximately constant, 
about two·fifths of the total number being in this middle bracket in 
both of the years in question. Chart 56 shows the year-ta-year course 
of this distribution, the trends of which in general corresponds with 
those for the All Manufacturing division. 
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TABLB 54 
TRADE AND ITS MAJOR GROUPS, LARGE IDENTICAL 

CORPORATIONS SERIES 

(A) SIZE AND CHARACTER OF SAMPLB 

HUMBER. 
OF 

cmtPORA.TlONS 

All trade 
Major gro., 

12 Retail trade 
13 Wholesale trade 
14 Wholesale and retail 

trade 

664 

283 
292 

89 

AVEIlA.GB CAPITAL PER CORPORATION 1 
(millions of doll.rs) 

ARITHMETIC MEAN MEDIAN 

4.07 

6.81 
1.99 

2.15 

1.24 

1.59 
.99 

1.01 

1 Total capital (i.e., includes funded debt) as of December st, 1928. 



TABLE S4 (continued) ,....., 
w 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' -0 
(B) PERCENTAGE INCOME TO SALES L....J 

All trade 7.4 3.1 2.1 5.9 6.0 5.3 5.5 5.2 5.0 4.& 5.1 
Major groul 

12 Retail trade &.1 3.6 3.5 6.9 6.1 6.2 6.4 5.9 5.1 5.' 5.& 
13 Whol ... l. trade 5.1 3.6 .9 3.& 4.4 '.4 '.3 '.2 3.0 3.2 3.5 
14 Wholel8Ie and retail trade 1.2 5.6 4.5 6.6 6.9 6.4 6.0 6.1 5.9 5.1 6.1 

(C) PERCENTAGE INCOME TO CAPITALIZATION 
All trade 24.2 11.4 6.6 14.9 15.4 13.4 14.0 13.6 13.1 12.' 13.6 
Major groul 

12 Retail trade 25.5 9.5 &., 16.7 16.2 15.1 16.1 IS.' 1l.2 13.1 14.9 
IS Wholelale trade 23.0 13.& 2.4 11.2 13.7 10.0 9.6 9.5 &.6 8.7 10.7 
14 Wholeaale and retail trade 19.& 17.0 9.4 14.' 14.9 12.0 10.6 U.S 9.& 9.3 12.5 

(D) PERCENTAGB PROFIT TO TOTAL CAPITAL -
All trade 13.0 13.4 13.1 12.6 11.1 Z 
Major groul t:l 

12 Retail trade 14.4 1S.2 14.6 1403 12.9 c:: 
11 Whole. ale trade 9.& 9.5 9.4 B.5 B.5 en 

'"l 
14 Wholesale and retail trade 11.6 10.3 11.2 9.6 9.1 :<I -(D) PERCENTAGE OF INCOME PAID OUT IN CASH DIVIDENDS > 

All trade 3&.0 39.4 41.3 53.5 48.1 to' 

Major group ... 
12 Retail trade ,Q.4 33.6 41.1 46.1 42.2 :<I 
13 Wholesale trade 59.B 5B.9 67.9 B6.2 66.9 0 
14 WholelBle and retail trade 52.2 53.5 57.2 64.6 71.1 ." -'"l 

en 



(F) FREQUENCY DISTlUBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 

CORPORATIONS, 1919-23. ALL TRADE 

ACCU~ Aceu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATBD MULATED MULATED MULATED 

INCOME PERCENT- BY sue- PERCENT- BY lue- PERCENT- BY sue- PERCENT- BY suc- PERCENT- BY suc-
TO CAPI· AGE IN <WIVE AGE IN CEiSNI AGIIN CESSIVE AGE IN CESSIVE AGBIN CESSIVB 

TALIZATIOH EACH CLASS CLASSES BACH CLASS CLASSES BACH CLASS CLASSES BACH CLASS CLASS88 EACH CLASS CLASSES 

1919 1920 1921 1922 1923 

Under zero 0.1 0.1 6.6 6.6 17.2 17.2 2.0 2.0 O.S O.S 
Zero to 4 O.S 0.6 7.S 14.1 IS.S 32.7 6.6 8.6 S.3 S.8 

S '0 9 2.1 2.7 10.7 24.8 24.2 S6.9 19.7 28.3 17.S 23.3 

10 '0 14 6.3 9.0 16.7 41.S 18.1 7S.0 24.1 S2.4 27.7 SI.0 
IS to 19 11.0 20.0 16.4 57.9 11.1 86.1 16.3 68.7 21.7 72.7 

20 '0 24 13.6 33.6 10.9 68.8 S.O 91.1 11.6 80.3 12.7 8S.4 
25 to 29 13.1 46.7 9.S 78.3 2.9 94.0 6.6 86.9 6.8 92.2 

30 and over S8.3 100.0 21.7 100.0 6.0 100.0 13.1 100.0 7.8 100.0 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO

RATIONS, I 924-28. ALL TRADE 

1924 1925 1926 1927 1928 
Under zero 1.8 1.8 1.1 1.1 1.2 1.2 0.6 0.6 2.0 2.0 
Zero to 4 8.7 10.S 9.6 10.7 11.7 12.9 13.3 13.9 1S.7 17.7 

S '0 9 26.1 36.6 26.6 37.3 29.2 42.1 33.7 47.6 33.9 SI.6 
10 to 14 32.7 69.3 30.1 67.4 28.9 71.0 29.5 77.1 27.6 79.2 
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TABLE 54 (continued) 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1924-28. ALL TRADE 

Aecu- ACCU- ACCU- ACCU- ACCU-
PERCENTACE MULATED MULATED MULATED MULATED MULATED 

PROFlT PERCENT- BY ave- PERCENT- BYSUC- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc-
TO TOTAL AGE IN' CJUIY! AGE IN CESSIVB AGE IN CBISIVK AGE IN CESSIVB AGE IN CESSIVB 
CAPITAL BACH CLASS CLASSES BA£HCLM! CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES 

1921 1925 1926 1927 1928 

IS to 19 15.1 84.4 1S.7 86.1 16.7 87.7 12.6 89.7 12.0 91.2 
20 to 24 6.9 91.3 5.9 92.0 5.9 93.6 4.1 93.8 4.8 96.0 
25 to 29 4.2 95.5 3.$ 95.$ 2.8 96.4 3.3 97.1 2.4 98.4 

30 and over 4.5 100.0 4.$ 100.0 3.6 100.0 2.9 100.0 1.6 100.0 

:>
t"' 

... 
'" o .., -



CHAPTER 22 

RETAIL TRADE 

THE major group, Retail Trade, is subdivided into ten minor trad
ing groups: Automobiles; Men's Clothing; Department Stores; Dry
goods; Furniture; Groceries; Jewelry; Building Material and Hard
ware; Lumber and Coal; Miscellaneous Retail Trade. The number 
of corporations in each group and their average size are shown in 
Table 55. The groups are described briefly: 

Automobilu: Includes corporatioDs selling and servicing either passenger 
cart or trucks. This sample is Dot typical of the trade which it repre~ 
seottl in that the average size of the corporations included is unusually 
large. 

M~,,'s Clothi"g 
D,parlm,,,t Store.r 
Drygoods 
Fur,,;,ur, 
Groctries: The 14 enterprises belonging to this group are exceptionally 

large in comparison with the typical firms engaged in the retailing of 
groceries, as chain atore corporations are included. Average sales per 
company in 1928 were about 100 million doll an. 

JetuJelry 
Buildin, Mattrial and Hardware: Stores which merchandise building 

luppJiea and hardware. some also selling lumber at retail. 
Lumber and Coal 
MisullaneolU Rdail Trade: Includes all manner of articles sold at retail 

but not clal!li6ed under any other minor group. Among them are: Boots 
and Shoes; Millinery; Music and Instruments; Notions; Cigars; Tobacco 
and Smokers' Supplies; also, the mi.scellany of products sold by mail~ 
order housel. 

[313] 



[314] INDUSTRIAL PROFITS 

TABLB 55 
RETAIL TRADE GROUPS, LARGE IDENTICAL TRADING 

CORPORATIONS SERIES 

(A) SIZB AND CHARACTBR OF SAMPLE 

HUMBEIt 
OF 

CORPORATIONS 

Major groul 
12 Retail trade 283 

Minor group 
75 Automobiles 15 
76 Men', clothing 17 
'17 Department storel 93 
78 Drygoods 27 
19 Furniture 12 
80 Groceries 14 
8I J owolry 11 
82 Building ma.terial and 

hardware 27 
83 Lumber and coal 15 
84 Miscellaneous retail trade 52 

AVER.AGE CAPITAL PER. CORPORATION I 
(millions of dollars) 

ARITHMETIC MEAN MBDIAN 

6.81 l.S9 

1.64 
2.01 
7.39 
3.24 
1.59 

16.06 
1.25 

1.03 
1.20 

15.22 

t Total capital (i.e., includes funded debt) as of December 31, 1928. 



TABLE 55 (continued) )II 
t'1 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' ..; 
(B) PERCENTAGB INCOMB TO SALES > -Major ,roup t"' 

12 Retail trade 8.7 3.6 3.S 6.9 6.7 6.2 M S.9 S.7 S.3 S.8 ..; 
Minor group )II 

75 Automobiles 7.S 4.9 1.8 4.1 4.6 4.3 4.9 3.8 3.1 !.4 4.1 > 
76 Men'. clothing 12.9 3.7 3.8 7.6 7.7 7.2 8.0 6.0 6.8 7.4 7.1 t:j 

77 Department storel 10.7 4.3 S.O 7.3 7.4 S.9 S.9 S.6 S.4 4.6 6.1 t'1 
78 Drygoodl 10.6 6.1 S.! 7.1 6.6 S.3 6.1 6.0 S.2 6.0 6.3 
79 Furniture 7.3 11.1 6.3 1S.7 9.2 7.S S.6 4.3 S.7 6.0 7.4 
80 Groceriel !.S 2.0 4.1 4.1 4.0 4.3 3.7 3.4 3.2 3.1 3.S 
It Jewelry 20.0 9.2 4.4 9.0 8.2 6.4 9.2 12.3 10.0 13.6 10.7 
82 Building material and hardware S.6 9.S S.O 8.! 8.2 7.7 8.1 7.4 6.2 7.0 7.4 
83 Lumber and coal 1M 11.4 3.3 8.9 6.7 7.4 8.1 7.1 8.1 9.0 8.2 
84 Miscellaneoul retail trade 8.1 2.1 .8 8.2 7.7 8.0 9.1 8.3 8.6 7.9 7.2 

(C) PERCENTAGE INCOME TO CAPITALIZATION 

Major group 
12 Retail trade 2!.! 9.! 8.! 16.7 16.2 lS.l 16.1 1S.3 1S.2 13.7 14.9 

Minor group 
7S Automobile. Bl.8 34.1 11.1 29.2 27.3 25.3 33.3 23.1 17.! 18.2 2!.8 
76 Men'. clothing 47.4 10.4 9.1 19.5 16.7 13.9 14.6 ID.9 11.4 12.6 14.9 
77 Department stores 34.0 12.0 12.6 17.4 14.3 12.6 12.7 12.2 11.7 9.4 14.1 
78 Drygood. 38.0 1S.8 11.7 16.1 11.3 11.1 12.9 12.7 12.2 11.9 14.3 
79 Furniture 13.1 23.0 10.3 19.1 16.4 14.4 7.9 7.S 8.9 9.8 12.2 
80 Grocerici 29.6 16.1 26.1 27.3 22.1 23.! 21.0 21.7 22.0 21.6 22.! ,..., 
81 Jewelry 43.8 12.8 4.7 10.0 8.9 6.6 10.1 14.2 11.2 lS.l 12.7 ... .... 

'1 Ten-year aggregate. v. 
'-' 



TABLB 55 (continued) ,...., ... 
1919 1920 1921 1922 1923 19U 1925 1926 1927 1928 1919-38' ..... 

'" (c) PERCENTA,GE INCOME TO CAPITALIZATION (continued) '-' 

82 Building material and hardware U.S 23.1 6.8 13.6 13.6 10.7 11.6 10.0 8.2 8.4 11.4 
8l Lumber and coal 26.7 24.1 4.2 11.9 9.1 9.7 11.4 10.1 10.7 10.6 12.2 
84- Miscellaneous retail trade 16.3 4.0 1.4 14.2 14.9 16.3 19.0 17.5 17.3 15.2 14.1 

(D) PERCENTAGB PROFIT TO (E) PERCENTAGB OF INCOME 
TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 
Major group 

]2 Retail trade 14.4 15.2 14.6 14.3 12.9 30.4 33.6 41.7 46.1 42.2 
Minor group 
75 Automobiles 24.2 27.9 20.0 15.7 15.6 38.4 28.7 36.7 54.7 45.3 
'6 Men', clothing 13.9 14.6 10.9 11.4 12.6 28.3 35.7 50.8 51.8 54.7 
77 Department stores 11.9 11.7 11.4 10.7 8.8 34.3 35.6 38.7 45.6 42.8 ~ 

18 Drygoodl 9.8 11.2 11.1 11.0 10.6 53.5 48.3 47.0 45.0 39.9 Z 
79 Furniture 14.3 7.9 7.4 8.9 9.6 61.0 65.7 85.4 58.8 47.8 t:l 

80 Groceriel 23.S 21.0 21.7 21.8 21.3 21.9 37.6 41.3 38.2 35.5 C1 
en 

81 Jewelry 6.5 9.6 13.2 10.6 14.3 77.1 60.0 44.4 62.3 30.0 .., 
82 Building material and hardware 10.7 11.6 10.0 8.2 8.4 49.2 38.1 46.8 65.2 45.7 I>d 
83 Lumber and coal 9.7 11.4 10.1 10.7 10.5 ll.O 52.4 68.7 54.1 70.0 -
84 Milcelianeoul retail trade 16.0 18.5 17.0 16.8 14.7 26.0 28.9 42.1 48.0 43.8 :>-

t"' 

"l 
I>d 
0 
"1 -.., 
en 



(F) FREQUENCY DISTRIBUTIONS OF PBRCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL l>O 

CORPORATIONS, 1919-23. MAJOR GROUP 12: RBTAIL TRADE t'1 
..; 

ACCU~ ACCU~ ACCU~ ACCU~ ACCU~ 
> -PERCENTAGE MULATED MULATED MULATED MULATED MULATED t"' 

INCOME PERCENT~ BY SUC~ PERCENT- BY SUC~ PERCENT- ByaUC- PERCENT~ ByaUC- PERCENT- BT SUC-
TO CAPI- AGRIN CESSIVB AGHIN CE5SIVE AGE IN CE5SIVE AGE IN CES81VE AGE IN CES!!JIVH ..; 

TAl.lZATIOM' SACHCJ..M8 "" ..... SAca CLASS CLAS8E8 BACH CLASs CLASSES EACH CLASS CLASSES EACH CLASS CLASSES l>O 
> 

1919 1920 1921 1922 1923 0 
Under zero 0.4 0.4 2.5 2.5 9.2 9.2 0.4 0.4 0.0 0.0 t'1 
Zero to 4 0.4 0.8 6.7 9.2 10.6 19.8 3.9 4.3 6.0 6.0 

5 to 9 1.4 2.2 12.7 21.9 24.7 44.S IS.S 19.8 13.1 19.1 
10 to 14 4.9 7.1 20.1 42.0 20.S 65.0 23.3 43.1 21.9 41.0 
IS to 19 9.5 16.6 15.6 57.6 14.7 79.7 ll.5 58.6 23.3 64.3 
20 to 24- 9.2 25.8 11.7 69.3 7.7 87.4 ll.5 74.1 18.0 82.3 
25 to 29 10.6 36.4 10.2 79.5 4.9 92.' 9.2 83.3 8.1 90.4 

30 and over 6'.6 100.0 20.5 100.0 7.7 100.0 16.7 100.0 9.6 100.0 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO-
RATIONS, 1924-28. MAJOR GROUP 12: RETAIL TRADB 

1924 1925 1926 1927 1928 
Under zero 1.1 1.1 0.0 0.0 1.1 1.1 1.1 1.1 1.8 1.8 
Zero to 4 7.8 8.9 5.7 5.7 6.0 7.1 11.3 12.4 11.3 13.1 

5 to 9 19.4 28.3 20.8 26.5 21.5 28.6 27.6 40.0 30.0 4'.1 
10 to 14 32.9 ' 61.2 28.3 54.8 31.1 59.7 28.6 68.6 26.5 69.6 
15 to 19 17.3 78.5 23.7 78.5 22.3 82.0 16.6 85.2 16.6 86.2 
20 to 24 9.2 11.1 8.1 86.6 9.2 91.2 5.3 90.5 1.4 9'.6 

,....., .... 
25 to 29 6.4 94.1 4.6 91.2 3.5 94.1 4.6 95.1 4.2 97.8 -30 and over. 5.9 100.,0 8.8 100.0 5.' 100.0 4.9 100.0 2.2 100.0 .... ....... 



CHAPTER 23 

WHOLESALE TRADE 

EIGHT minor groups comprise Wholesale Trade. Two--Drygoods 
and Groceries-are the wholesale equivalents of two minor groups 
bearing these names in the Retail Trade sample already discussed. 
Two others--Hardware, and Building Material and Lumber---<or
respond in part with two other Retail Trade groups. Three groups 
of this Wholesale Trade sample, however, were not found sepa
rately in Retail Trade. These are Drugs, Importers and Exporters, 
and Paper. The eighth group is the Miscellaneous category. The 
number of corporations in each group and their average size are 
shown in Table 56. Except for the Miscellaneous group, descriptions 
are unnecessary here. 

Milulla,,~ous Wholtsal, Tradt: Comprises 82 corporatioDs engaged in al1 
lorts of wholesale trading activities. Principal trades included are: Coal; 
Fuel and Wood; Cigars; Tobacco and Smokers' Supplies; Jewelry; 
Music and Instruments; and Jobbers of Electrical and Plumbing Supplies. 

TABLE 56 

WHOLESALE TRADE GROUPS, LARGE IDENTICAL TRADING 
CORPORATIONS SERIES 

(A) SIZB AND CHARACTER OF SAMPLE 

Major ,roup 
13 Wholesale trade 

Minor group 
86 Drugs 
87 Drygoods 
88 Groceries 
89 Hardware 

NUMBER. 
OF 

CORPORATIONS 

292 

25 
29 
59 
43 

[318] 

AVERAGE CAPITAL PBR CORPORATION I 
{millions 0/ dollars} 

ARITHMETIC MEAN MEDIAN 

1.99 

1.25 
1.53 
1.56 
2.25 

.99 
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TABLE 56 (continued) 

WHOLESALE TRADE GROUPS, LARGE IDENTICAL TRADING 
CORPORATIONS SERIES 

NUMBER 
OF 

COkPO&AnONS 

Minor group 
90 Importers and 

exporters 23 
91 Building material aDd 

lumber 13 
92 Paper 18 
93-85 Miscellaneous whole-

sale trade 82 

AVERAGE CAPITAL PER CORPORATION 1 

(million.r 0/ dollars) 
ARITHMETIC MEAN MEDIAN 

2.34 

1.39 
2.32 

2.49 

1 Total capital (i.e., includes funded debt) as of Decembrr 31, 1928. 



TADLE 56 (continued) ,....., 
w 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' N 
0 

(D) PERCENTAGE INCOME TO SALES '-' 

M ajar group 
U Wholesale trade 5.7 3.6 .9 3.8 4.4 3.4 3.3 3.2 3.0 3.2 3.5 

Minor group 
86 Drugs 4.5 5.0 2.7 3.7 4.5 4.2 4.1 3.8 3.5 4.3 4.0 
87 Drygoodl 10.2 1.6 2.3 4.3 4.5 3.0 3.6 2.8 3.8 3.6 4.0 
88 Groceriel 3.9 .9 .7 3.2 2.9 2.7 2.4 2.0 2.1 2.0 2.3 
89 Hardware 7.6 6.3 -.8 4.5 6.1 3.5 4.3 3.9 4.0 4.5 4.5 
90 Importers Bnd exportera 7.1 3.1 2.2 4.0 3.9 3.7 2.0 2.5 3.5 4.7 3.S 
91 Building material and lumber S.O 6.2 2.0 5.4 3.4 3.0 2.8 2.9 2.2 2.0 3.5 
92 Paper 3.5 4.6 -.1 2.3 3.0 2.4 2.5 2.2 2.1 2.7 2.6 
93-85 Miscellaneous wholeeale trade 5.8 4.2 .8 4.0 5.5 3.9 3.8 4.2 3.2 3.2 3.9 

(C) PERCENTAGB INCOMB TO CAPITALIZATION 
~ 

Z 
Maior group '" 13 Wholesale trade 23.0 U.8 2.4 11.2 13.7 10.0 9.6 9.5 8.6 8.7 10.7 c: 

U> 
Minor group >-l 

86 Drugs 18.0 19.7 7.6 10.2 U.2 11.8 11.5 11.0 9.9 1M 11.9 '" 87 Drygood. 37.2 5.4 6.1 11.6 12.6 7.4 9.1 6.9 9.1 8.4 10.9 -88 Groceriel 21.7 4.7 2.6 11.5 11.0 10.8 9.! 7.7 7.8 7.4 9.2 > 
89 Hardware 21.1 16.8 -1.5 9.2 12.9 6.8 8.6 7.7 7.7 8.6 9.5 

t"' 

90 Importers aod ezporters 24.9 12.2 9.2 16.3 U.S 11.1 6.5 6.8 9.7 10.7 11.3 '"d 
91 Building material and lumber 28.1 14.2 2.5 11.0 8.S 6.7 6.2 6.7 4.8 4.S 7.9 '" 92 Paper IB.I 28.4 -2.7 9.9 13.3 10.6 10.5 8.4 8.4 10.2 11.3 0 
93-85 Miacellaneou9 wholesale trade 22.3 1S.6 2.0 11.4 16.6 I1.S 11.2 12.9 9.3 8.7 11.9 "l -

1 TeD~year aggregate. >-l 

'" 



(D) PBRCENTAGE PROFIT TO (E) PERCENTAGE OF INCOME :;: 
TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS := 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 0 

Major group t-' 
t>l 

13 Whole.ale trade 9.8 9.5 9.4 8.5 8.5 59.8 58.9 67.9 86.2 66.9 en 
Minor group > 

86 Drug. 11.7 11.4 10.9 9.8 10.3 47.3 48.4 54.3 52.5 41.9 t-' 
87 Drygoods 7.4 9.1 7.0 9.1 8.4 59.1 51.8 64.0 39.5 57.6 t>l 
88 Groeerici 10.8 9.3 7.7 7.8 7.3 54.8 58.3 60.3 66.9 64.3 '"'l 
89 Hardware 6.7 8.5 7.6 7.6 8.5 69.2 57.4 96.5 237.0 58.6 :00 
90 Importers and exporters 10.5 6.3 6.6 9.3 10.2 46.7 63.1 69.3 34.9 29.6 > 
91 Bui.lding material and lumber 6.1 6.2 6.6 4.8 4.5 58.6 56.2 58.5 100.0 93.8 1:1 
92 Paper 10.3 10.4 8.3 8.3 10.0 58.2 ·11.5 18.4 83.4 60.2 t>l 
93-SS Miscellaneous wholeaale trade 11.4 11.1 12.7 9.2 8.5 64.4 58.6 62.5 61.9 90.7 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 13: WHOLESALE TRADB 

ACCU- ACCU- AceU- ACCU- ACCU-
PERCENTAGE MULATED MULATED MULATED MULATBD MULATED 

INCOME PERCENT- BY suc- PERCENT- BY sue- PERCENT- BY sue- PERCENT- BY SUC- PERCENT- BY sue .. 
TO CAPI- AGE IN CESSIV! AGE IN CESSIVB AGE IN CESSIVE AGE IN CBSSIVB AGE IN CESSIVE 

TALIZATION BACH CLASS CLASSES EACH CLASS CLAS8ES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Under zero 0.0 0.0 12.0 12.0 25.0 25.0 3.4 3.4 1.0 1.0 
Zero to 4 0.0 0.0 9.2 21.2 20.9 45.9 8.9 12.3 S.l 6.1 

5 to 9 2.1 2.1 8.9 30.1 23.1 69.2 24.7 31.0 20.6 26.7 
10 to 14 1.9 10.0 15.4 45.5 16.4 85.6 25.1 62.7 33.9 60.6 
15 to 19 12.1 22.3 16.1 61.6 8.6 94.2 14.0 76.7 2Q.6 81.2 
20 to 24 16.4 58.1 8.2 69.8 2.1 96.3 8.9 8S.6 1.9 88.1 

,...., .... 
25 to 29 15.4 54.1 9.2 79.0 1.0 97.3 4.5 90.1 5.8 94.9 .., 

SO aod.over 45.9 lQO.O 21.0 100.0 2.1 100.0 9.9 100.0 S.l 100.0 -'-' 



TABLE 56 (continued) 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1924-28. MAJOR CROUP 13: WHOLESALE TRADE 

ACCt,1w Aceo-
PERCENTAGE MULATED MULATED 

PROPIT PERCBNT- 8Y 8Ue- pERCBNT- BY sue-
TO TOTAL AGBIN CESSIVa AGRIN' CEsstVE 
CAPITAL BACH CLAII CLASSEI EACH CLASS CLASSES 

1924 1925 
Under zero 2.4 2.4 2.1 2.1 
Zero to 4 9.9 12.3 13.4 IS. 5 

5 to 9 33.6 45.9 31.8 41.3 
10 to 14 32.9 18.8 31.5 18.8 
IS to 19 12.1 91.5 15.1 93.9 
20 to 24 s.s 95.3 U 91.0 
25 to 29 2.0 91.3 2.1 99.1 

30 aDd over 2.7 100.0 0.3 100.0 

ACCU-
MULATED 

PBRCENT- BY sue-
AGHIN COSIV! 

EACH CLASS CLASSES 

1926 
1.1 1.1 

16.4 18.1 
36.3 54.4 
21.1 81.5 
13.0 94.5 

1.1 96.2 
2.1 98.3 
1.1 100.0 

Aceu- Aceu-
MULATED MULATED 

PERCENT- BY SUC- PERCENT- BY SUC-
AGE IN CESSIV! AGE IN CESSIVB 

BACH CLASS CLASSES BACH CLASS CLASSES 

1927 
0.3 0.3 

14.4 14.1 
41.1 55.8 
28.8 84.6 
8.9 93.5 
2.1 96.2 
2.4 §8.6 
1.4 100.0 

1928 
2.4 2.4 

20.6 
58.9 
81.3 
96.2 
98.3 
99.3 

100.0 

18.2 
38.3 
28.4 

8.9 
2.1 
1.0 
0.1 



CHAPTER 24 

RETAIL AND WHOLESALE TRADE 

THE major group designated as Retail and Wholesale Trade does 
not include corporations engaged in either retail or wholesale trade 
alone, but only enterprises which carry on both wholesaling and 
retailing activities. The major group is subdivided into only four 
such trades, one a miscellaneous category: Coal; Hardware; Build
ing Material and Lumber; Miscellaneous Retail and Wholesale 
Tradea The number of corporations in each group and their average 
size are shown in Table 57. Only the Miscellaneous group need here 
be described, since the others have been treated in the two preceding 
chapters. 

Miscella,uolIJ Retail and W"ol~Jalt Trade: The 52 corporations of this 
group ace engaged in all sorts of trading activities, the principal pursuits 
followed or commodities dealt in being: Commission Dealers; Boots and 
Shoes; DrugJ and Chemicals; Furniture; Glass, Paints and Oils j 
Stationery. 

TABLE 57 

WHOLESALE AND RETAIL TRADE GROUPS, LARGE IDENTICAL 
TRADING CORPORATIONS SERlES 

(A) SIZE AND CHARACTER OF SAMPLE 

Major grou, 

NUMBER, 
OF 

CORPORATIONS 

14- Wholesale and retail 
trade 89 

Millor grou, 
96 Coal. wood and fuel 10 
97 Hardware 16 
98 Lumber 11 
99-95 Miscellaneous whole-

lale and retail trade S2 

AVERAGE CAPITAL PER CORPORATION 1 
{millions of dollars} 

AIUTHMETlC MEAN MEDIAN 

US 1.01 

2.24 
1.16 
1.10 

2.66 

1 Total capital (i.e., includes funded debt) as of December 31, 1928. 
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TABLE 57 (continued) ....., 
w 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' 
.., 
oj>. 

(0) PERCENTAGE I'NCOME TO SALES L...J 

~fajor group 
14 Wholesale and retail trade 7.2 S.6 4.S 6.6 6.9 6.4 6.0 6.7 S.9 S.7 6.1 

MinoT group 
96 Coal, wood and fuel 3.1 3.6 2.1 4.S S.O S.2 S.9 6.3 S.S 6.2 48 
97 Hardware 8.0 6.S 1.1 4.3 S.O 3.6 4.9 4.S 3.8 3.9 47 
98 Lumber 3.S 9.0 4.3 8.2 8.S 7.S S.6 S.O S.O 4.0 6.! 
99-95 Miscel1aneoul wholesale and 

retail trade 7.8 S.S S.! 7.2 7.S 7.0 6.2 7.3 6.s 6.0 6.6 

(c) PERCENTAGE INCOME TO CAPITALIZATION 

Major group 
14 Wholesale and retail trade 19.8 17.0 9.4 14.3 14.9 12.0 10.6 11.5 9.8 9.3 12.S -Minor orou; 2! 
96 Coal, wood and fuel 11.7 16.4 7.0 IS.O 17.8 14.8 13.7 IS.S 10.7 10.8 13.3 0 
97 Hardware 22.6 17.6 2.0 8.7 11.4 8.0 10,3 9.6 7.7 7.6 10.2 C1 
98 Lumber 6.7 2S.4 7.3 17.3 17.S 11.4 8.! 7.1 6.8 S.I 10.7 en 
99-95 Miscellaneous wholesale and >oj 

retail trade 21.2 16.4 10.7 14.8 14.8 12.1 10.4 II.S 10.2 9.7 12.8 :00 

1 Ten-year aggregate. ... 
t" 

":l 
:00 
0 
'oJ ->oj 

'" 



(D) PERCENTAGB PROFIT TO (E) PERCENTAGE OF IN COMB '" TOTAL CAPITAL PAID OUT IN CASH DIVIDENDS t>l 
o-! 

1924 1925 1926 1927 1928 1924 1925 1926 1927 1928 > 
Major 9rouP -

14 Retail and wholesale trade 11.6 10.3 11.2 9.6 9.1 S2.2 S3.S S7.2 64.6 78.1 
t"' 

Minor group > 
96 Coal 14.6 13.7 IS.S 10.7 10.7 23.0 35.9 40.0 42.9 90.8 Z 
97 Hardware 8.0 10.3 9.S 7.6 7.S 66.2 SO.O S7.1 69.3 7S.0 t:I 
98 Lumber 11.4 8.3 7.2 6.9 S.1 43.3 62.2 70.0 66.3 98.3 
99-95 Miscellaneous retail and :$l 

wholesale trade 11.7 10.0 11.1 9.9 9.S S6.7 S6.8 60.2 67.7 7S.2 ~ 
0 
t"' 

(F) FREQUBNCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NBT INCOMB TO CAPITALIZATION, INDIVIDUAL t>l 

'" CORPORATIONS, 1919-23. MAJOR GROUP 14: RETAIL AND WHOLESALE TRADE ::-
t"' 

Aceu- Aceu- Aceu- Aceu- Aceu-
'" PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY sue- o-! 
TO CAPI- ACHIN CESSIVE ACllN easslV! AGKIN CESSIVE AOBIN CBSSIV! ACIIN CRUIY! '" TALlZATEON EACH CLASS CLASSES BACH CLASS CLASSES BACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES ;0-

1919 1920 1921 1922 1923 '=' 
Under zero 0.0 0.0 2.2 2.2 16.9 16.9 2.2 2.2 0.0 0.0 

t>l 

Zero to 4 2.2 2.2 4.S 6.7 13.S 30.4 7.9 10.1 3.4 3.4 
S to 9 4.S 6.7 10.1 16.8 2S.8 S6.2 16.9 27.0 21.4 24.8 

10 to 14 S.6 12.3 10.1 26.9 IS.7 71.9 21.3 48.3 2S.8 SO.6 
IS to 19 11.2 23.S 20.2 47.1 9.0 80.9 2S.8 74.1 20.2 70.8 
20 to 24 18.0 41.S 16.9 64.0 S.6 86.S 7.9 82.0 11.2 82.0 
2$10 29 U.S SS.O 7.9 71.9 2.2 88.7 5.6 87.6 6.8 88.8 ~ 

30 and over 4S.0 109.0 28.1 100.0 11.3 100.0 12.4 100.n 11.2 100.0 
w 
t-> 

'" '-' 



TABLB 57 (co7lti7lued) 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES 011 TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1024-28. MAJOR GROUP 14: RETAIL AND WHOLESALE TRADE 

Aceu- Aceu-
PERCENTAGE MULATED MULATED 

PROFIT PERCENT- BY IIUC- PERCENT- BY sue-
TO TOTAL AGE IN CE851VB AGE IN CH88IVE 
CAPITAL EACH cLASS CLASSEI EACH CLASS CLASSES 

1924 1925 
Under zero 2.2 2.2 1.1 1.1 
Zero to + 7.9 10.1 10.1 11.2 

S to 9 22.5 32.6 28.1 39.3 
10 to 1+ 31.5 64.1 31.5 70.8 
IS to 19 15.7 79.8 14.6 85.+ 
20 to 24 10.1 89.9 7.9 93.3 
25 to 29 +.5 94.+ 2.2 95.5 

SO and over 5.6 100.0 +.5 100.0 

AteU-
MULATED 

PERCENT- BY suc-
AGE IN CHIIIV! 

EACH CLASS CLASSES 

1926 
0.0 0.0 

14.6 
44.9 
73.0 
84.2 
93.2 
95.4 

100.0 

14.6 
30.3 
28.1 
11.2 

9.0 
2.2 
+.6 

Aceu-
MULATED 

PERCENT- BY suc-
AGE IN CRUIVB 

BACH CLASS CLASSES 

1927 
0.0 0.0 

15.7 
44.9 
79.7 
92.1 
96.7 
98.9 

100.0 

15.7 
29.2 
34.8 
12.4-

4.6 
2.2 
1.1 

ACCU-
MULATED 

plRCENT- BY SUC-
AGIIN CEUIYB 

BACH CLASS CLASSES 

1928 
1.1 1.1 

22.+ 
53.9 
82.0 
89.9 
95.5 
96.6 

100.0 

21.3 
31.5 
28.1 
7.9 
5.6 
1.1 
3.+ 



CHAPTER 25 

MINING AND ITS MINOR GROUPS 

1. THE MINING GROUP AS A WHOLE 

IN the terminology which we have been employing, the industrial 
division Mining may be regarded as one major group. Included in 
it are all types of extractive operations: coal mining, oil drilling and 
gas producing; ferrous and non-ferrous metal mining, including gold 
and silver; the quarrying of stone, salt, clay, sand and gravel, etc. 

As previously pointed out, some of the Mining minor groups are 
not such representative samples of the extractive activities carried on 
by these industries as is the case with the various Manufacturing and 
Trading groups discussed in preceding chapters.' It is also to be 
observed that not only are the samples rather small in several in
stances, but that neither the investment nor net income figures are 
to be taken as possessing as high a degree of validity as in the case 
of the Manufacturing or Trading samples.' The qualifications which 
attach to most accounting appraisals-which in the nature of things 
are never more than close estimates-apply with peculiar cogency to 
figures for the Mining industry. Investment, in the case of a mine, 
means the cost of acquisition and development, rather than of con
struction in the ordinary sense of original cost or 'prudent invest
ment'. As carried on the books, it may even involve a 'discovery 
value'-the engineers' appraisal of the extent and market value of· 
veins or deposits as yet unworked. The computation of net income 
is likewise in some instances beclouded--so far as a valid comparison 
with Manufacturing or Trade incomes is concerned-because of the 
inclusion of depletion charges as a large proportion of total deduc
tion from revenues. To what extent depletion charges represent 
deductions accurately based upon the exhaustion of an original invest
ment, to what degree they represent, beyond this, an attempt to show 

1 See Ch. 8, sec. 4. 
I As to the general reliability of the two latter, see Ch. 44 and 45. 
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[328] INDUSTRIAL PROFITS 

lower net earnings figures for one reason or another-these are ques~ 
tions not easily solved. Particularly in the case of gas and oil wells 
are net income :ligures to be accepted only provisionally for any com· 
parative purposes. The fact that the income tax law, in its several 
revisions, has changed the provisions affecting the charging of deple
tion • undoubtedly has influenced the accounting practices of certain 
mining enterprises; and in any minor industrial groups for which 
the samples are as small as those discussed in this chapter, such varia
tions in accounting practice on the part of even a few corporations 
might well affect the comparability of the income series over a time 
period. 

With these preliminary remarks of warning, the tabular data for 
Mining may be presented. In computing the return on sales, how
ever, data for one of the six minor groups, Gas and Oil Wells, aTe 
omitted from the total Mining figures because of incompleteness in 
the sample (see section 2 below). Data for the return on investment, 
however, include all six minor groups. 

The return on sales declines from 13 per cent in 1920 to 3 per 
cent in 1921 ; then increases to 8 per cent in 1922. Although temp<>
rary declines occur in 1924 and 1927, the trend is upward during 
the years from 1922 to 1928, the figure standing at 16 per cent at 
the end of the period. 

Upon investment, much lower earnings aTe the rule. The return 
declines from 6 per cent in 1920 to barely 1 per cent in 1921; then 
recovers to 5 per cent by 1923. During the second half of the period, 

I For example, the Revenue Acts of 1919, 1921 and 1924 all provided for 
depletion charges based on either original costl valuation as of March I, 
1913, or discovery valuei but where discovery value was employed, the 
Act of 1921 limited the depletion charge to the amouot of net income 
(reckoned before depletion). The Act of 1924, however, where discovery 
value was employed, limited the charge to SO per cent of the net income. 
These provisions applied to all types of mining. But the Act of 1926 pro
vided that, in the case of ga! and oil wells, the depletion charged upon any 
valuation had to be limited to 27.S per cent of the amount of sales volume 
and to SO per cent of the net income. But whereas previous acts had 
permitted the anDual depletion charges on any given mining property to 
accumulate only to the aggregate amount of the investment (cost, March 
1915 value, or discovery value), the Act of 1926 imposed no limit whatever 
upon the accumulation of charge! in the case of ga! and oil weUs, i.e., the 
entire cost of a gas or oil property could be written off and depletioD could 
still be charged on the !ame property in subsequent yean, subject only to 
the 27.S per cent of current !ale! and SO per cent of current net income 
limits above mentioned. 
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CHART 57 
IDENTICAL CORPORATIONS SERIES, 1919-28 

""AJOR GROUP 15: MINING 
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[JJO] INDUSTRIAL PROFITS 

it runs between 4 and 8 per cent, the latter figure prevailing in 1928. 
Sales' show a generally rising trend, expanding from 435 million 

in 1919 to 783 million dollars in 1928. Investment grows at a some
what slower rate, increasing from 972 million dollars in 1919 to 
1,539 million dollars in 1928. Net income fluctuates greatly during 
the first half of the period, but shows an increasing trend thereafter. 
Between 1922 and 1928 it increases from 40 million to 125 million 
dollars. 

2. MINOR GROUPS IN MINING 

The major group Mining is divided into six minor groups: Bitu
minous Coal; Gas and Oil Wells; Stone Quarrying; Clay, Sand 
and Gravel; Metals; Miscellaneous Mining. The number of cor
porations in each group and their average size are shown in Table 58. 
The groups may be listed and some of them described briefly: 

Bituminous Coal 
GIU and Oil W~lls: Data for the return OD sales cannot be shown for this 

group. The original Souret-Bod states in cODnection with sales figures 
for the group in question that Ufigures for minor group No. 101 contain 
only eight of the elevcn corporations belonging to this group because of 
data lacking for the other three corporations" (p: 152). 

Stonl O"o",i"g: Includes the extraction of granite, gypsum, limestone, 
marble and slate, and the various processes of rock crushing, 

Clay, Sand arId Grawel 
Maills: Basic ferrous, non-ferrous, as well as the precious metals are 

included: iron, copper, lead, zinc, iridium, platinum, silver and gold ,and 
complex ores. 

Miscellaneous Mining: Includes a diversity of mining activities, but no 
metals. Principal components are anthracite coal and salt. 

J. EARNINGS OF INDIVIDUAL CORPORATIONS: MINING 

We may now inquire into the variation in earnings rates between 
individual corporations engaged in Mining, limiting our examination 
to the available data for the major group as a whole. 

In 1919, the 88 corporations of the Mining group earned an 
average return of 4.5 per cent upon their investment. Four-fifths of 
the corporations, however, earned more than this average figure, 

• The absolute sales, investment and income figures given in this para
graph omit the Gas and Oil Wells group, for the reason given in sec. 2 
below. 
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CHART 58 

fREQUENCY DISTRIBUTION Of EARNINGS RATES, 
INDIVIDUAL COMPAN!-ES <IDENTICAL CORPORATIONS SERIES) 
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while half earned over 13 per cent. The upper quarter earned over 
26 per cent, while the lower quarter earned under 7 per cent. At the 
same time 8 per cent recorded deficits. 

In 1920, the general average return was 6 per cent. Again, about 
four..:fifths of these corporations earned more than the average return j 
and half earned over 18 per cent. The upper quarter earned in excess 
of 35 per cent, while the lower quarter all earned under 9 per cent. 

The depression year 1921 brought the general average return to 
less than 1 per cent upon investment. Once more, however, four· 
fifths of the corporations earned more than the average figure. Half 
earned more than 8 per cent, while the upper quarter earned over 
16 per cent. The lower quarter earned under 2 per cent, and a few 
over one-sixth had deficits. 

A slight recovery brought the general average to 3 per cent in 
1922. Still four-fifths of the corporations earned more than the 
average figure. Half earned over 12 per cent and the upper quarter 
earned over 22 per cent. The lowest quarter earned under 5 per 
cent, and 9 per cent had deficits. 

Between 1923 and 1928, the number of corporations in the higher 
and lower brackets fluctuated greatly. Chart 58 shows this distribu
tion by broad classes of return. At the end of the period in 1928, 

. the distribution was such that only about 13 per cent of the corpora· 
tions earned over 20 per cent. Approximately 40 per cent earned 
from 10 to 19 per cent, while about 45 per cent earned from 1 to 9 
per cent. About 3 per cent had deficits. 

TABLB 58 
MINING GROUPS, LARGE IDENTICAL CORPORATIONS SERIES 

(A) SIZB AND CHARACTER OF SAMPLB 

NUMBER. 
OF 

COllPORATIONS 
Major group 

15 Mining 8S 
Minor group 

100 Bituminous coal 33 
101 Gas and oil wells 11 
102 Stone quarrying 9 
103 Clay, sand and gravel 9 
104 Metals 15 
IDS Miscellaneous mining 11 

AVERAGE CAPITAL PER CORPORATION 1 
(millions- of dollarJ) 

ARITHMETIC tJ:EAN M.EDIAN 

22.15 

6.60 
12.93 

6.66 
4.91 

87.67 
15.45 

3.50 

1 Total capital (i.e., includes funded debt) as of December 31, 1928. 



TABLE 58 (continutd) ~ -1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' Z 
(B) PERCENTAGE INCOMB TO SALES -Z 
Major group C) 

IS Mining' 9.9 12.6 U 8.2 12.0 9.4 12.6 13.0 11.3 15.9 11.4 
C) 

Minor 9ro"~ '" 100 Bituminous coal 14.8 25.4 14.5 18.0 15.5 8.2 11.4 13.4 10.8 10.2 14.8 0 
101 I c:: 
102 Stone quarrying 18.1 1l.7 10.0 18.9 20.5 20.0 23.2 21.7 21.8 15.9 18.9 "d 
103 Clay .• and Bnd gravel 20.0 20.0 18.9 31.0 23.6 24.6 32.7 31.7 32.9 26.3 27.2 <n 
104 Metals 4.1 4.1 -1l.2 1.9 7.7 6.9 11.2 10.5 9.0 16.7 8.0 
lOS Miscellaneous mining 21.9 20.1 18.8 18.6 22.8 16.4 14.5 20.6 1l.6 14.2 11.4 

(C) PERCBNTAGB INCOME TO CAPITALIZATION 

Maior group 
15 Mining 4.5 6.0 0.9 2.9 5.1 3.8 5.4 6.4 5.1 7.9 4.9 

Minor group 
100 Bituminous coal 10.5 23.5 9.0 8.1 9.0 3.6 5.2 7.7 5.4 4.5 8.2 
101 Gas and oil well. 5.0 10.9 1.1 -1.1 -1.8 1.3 2.0 3.9 3.0 5.8 2.9 
102 Stone quarrying 13.2 12.9 5.9 11.0 13.2 12.2 14.5 14.3 15.7 10.8 12.6 
103 Clay, .and and gravel 9.3 10.0 8.1 14.1 13.2 11.9 16.9 18.4 18.1 12.5 13.8 
104 Metala 1.4 1.3 -2.3 0.6 3.1 2.5 4.7 4.9 3.9 8.5 3.0 
lOS Miscellaneoul mioing 16.8 16.9 13.0 17.6 20.8 14.2 10.9 14.6 10.0 7.9 13.8 

1 Ten-year aggregate. 
sIn this calculation, major group 15 contain. data for only 77 corporations iOltead of 88, minor group 101 being 

entirely omitted (see following note). ,..., 
• Sales figure. for minor group 101 contains only 8 of the 11 corporation. belonging to this group, because of lack "" of data for the other three corporatioDs, therefore DO percentages have been worked. "" "" ....... 
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TABLE 58 (continu.d) 

MINING GROUPS, LARGE IDENTICAL CORPORATIONS SERIES 

(n) PERCENTAGE PROFIT TO TOTAL CAPITAL 

1924 1925 1926 1927 1928 
Major group 

15 Mioing 3.9 5.3 6.2 5.1 7.5 
Minor groul 
100 Bituminous coal 3.& 5.2 7.S S.4 4.S 
101 Gas and oil well! 1.3 2.2 4.0 3.1 S.7 
102 Stone quarrying 11.7 14.0 13.4 14.3 9.& 
103 Clay, sand and gravel 11.6 16.7 18.2 17.6 11.& 
104 Metal, 2.9 4.7 4.9 4.1 7.9 
lOS Miscellaneous mining 11.6 9.4- 12.& 9.1 7.4 



TABLE 58 (continued) 

(B) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 

CORPORATIONS, 1910-23. MAJOR GROUP IS: MlNING 

ACCU- ACCU- Aceo- ACCU- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY ave-
TO CAPI- AGRIN CE591VIt AGaiN CESSIY! AGE iN CESSIV! AGE IN CBSSIV8 AGKIN CESSIVB 

TALIZATION BACHeLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Under zero 8.0 8.0 S.7 S.7 11.0 17.0 9.1 9.1 9.1 9.1 
Zero to 4 11.4 19.4 11.4 17.1 21.6 38.6 14.8 23.9 11.4 20.S 

S to 9 18.2 37.6 9.1 26.2 21.6 60.2 22.7 46.6 18.2 38.7 
10 to 14 20.4 S8.0 IS.9 42.1 12.S 72.7 8.0 S4.6 21.6 60.3 
IS to 19 10.2 68.2 IS.9 S8.0 10.2 82.9 18.2 72.8 12.S 72.8 
20 to 24 S.7 73.9 9.1 67.1 9.1 92.0 8.0 80.8 6.8 79.6 
25 to 29 9.1 83.0 3.4 70.S 2.3 94.3 S.7 86.S S.7 8S.3 

30 and over 17.0 100.0 29.S 100.0 S.7 100.0 13.S 100.0 14.7 100.0 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO

RATIONS, 1924-28. MAJOR CROUP 15: MINING 

1924 1925 1926 1927 1928 
Under zero 6.8 6.8 6.8 6.8 S.7 S.7 11.4 11.4 3.4 3.4 
Zero to 4 18.2 2S.0 13.6 20.4 14.8 20.S 13.6 2S.0 22.7 26.1 

S to 9 27.3 S2.! 22.7 43.1 21.6 42.1 22.7 47.7 21.6 47.7 

l!: 
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TABLE 58 (continued) 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS" 1924-28. MAJOR GROUP IS: MINING 

Aceu- Aceu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

PROFIT PERCENT- BY suc- PERCENT- BYSUC- PERCENT- BYSUC- PERCENT- BY suc- PERCENT- BY suc-
T01'OI'AL AOB IN' CBSSIVI ACE IN .!SSM ACRIN CES9lVB AGE IN CESlIVE ACE IN CESSIVB 
CAPITAL BACH eLM' CLASSES BACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLA98ES EACH CLASS CLASSES 

192~ 1925 1926 1927 1928 
10 to 14 19.3 71.6 21.6 64.7 18.2 60.3 15.9 63.6 21.6 69.3 
IS to 19 13.6 8S.2 1!.6 78.3 13.6 73.9 IS.9 79.S 18.2 87.S 
20 to 24 9.1 94.3 10.2 88.S 10.2 84.1 8.0 87.5 6.8 94.3 
2S 10 29 4.6 98.9 2.3 90.8 10.2 94.3 6.8 94.3 4.6 98.9 

30 and over t.t 100.0 9.2 100.0 S.7 100.0 S.7 100.0 1.1 100.0 

...... 
w 
w 

'" ....... 
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CHAPTER 26 

FINANCE AND ItS MINOR GROUl'S 

1. THE FINANCE GROUP AS A WHOLE 

THE industrial division, Finance, may be regarded as one major 
group in the terminology which we have been employing. Included 
in it are all financial activities, such as commercial banking, trust 
companies, with the important exception of life insurance companies. 
The Finance group therefore differs from other divisions and major 
groups which have been considered in preceding chapters. In Textiles, 
or in Retail Trade, for example, all textile manufacturing activities 
or all retail trading activities were represented, whereas in Finance 
no life insurance activity whatever is included. Other forms of insur
ance, however, such as casualty or fire, appear in the Miscellaneous 
Finance category. 

The 346 identical Financial corporations for which we have con
tinuous data from 1919 through 1928 possessed an aggregate capi
talization of over a billion dollars in 1919 and almost three billion 
dollars in 1928. No measure of the total volume of business which 
they carry on is as readily available as in the case of Manufacturing 
or Trading groups, where sales figures afford an accurate index of 
operating volume. However, a provisional index of the amount of 
activity is to be had in the figures for total gross income. This may 
be defined as the sum of three categories: (1) gross profit from sales 
or turnover (or services billed as would be sales in a manufacturing 
or trading business); (2) gross profits from other operations; (3) 
such other gross or net items of income as are not included in the 
first two categories (that is, all non·operating income), with the 
exception of interest receipts upon tax-exempt securities. Because of 
the varied character of the services provided by different financial 
groups, for example, a brokerage house as compared with a savings 
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bank, the absolute significance of this gross income figure is not so 
consistent a concept as is the sales figure in the case of manufacturing 
or trading enterprises. Assuming that there has been no very great 
change in accounting practices in the one financial field or the other 
during the period under examination, however, year-ta-year compari
sons of the amount of gross income--<>r in the percentages of net to 
gross---<lre not necessarily invalidated because of the varying sig
nificance of the term as between different types of financial enterprise. 
With these qualifications in mind, it may be stated that the total 
gross income of the 346 corporations of the Finance group in 1919 
was somewhat over half a billion dollars, as compared with the invest
ment figure of something over a billion above cited, while in 1928 
the gross income was a little over one billion dollars as compared 
with an investment of approximately three billion. So much for the 
character of the major group and the absolute magnitudes of the 
sample involved.l 

Upon gross income, net earnings run between about 25 and 32 per 
cent a year, except in 1921 when the rate fen to 20 per cent. Chart 59 
shows these rates plotted upon both natural and semi-logarithmic 
(ratio) scales. Since the year-to-year fluctuations occur about a much 
higher absolute level than was the case with the data for the return 
upon sales in Manufacturing and Trading groups which we con
sidered in previous chapters, the ratio scale serves some purposes of 
analysis better than does the simpler diagram. 

Upon investment, the return is much lower, running around 10 or 
11 per cent in all years since 1923. The rates for all ten years are 
plotted in Chart 59, again upon both types of scale. 

Total gross income, net income, and investment all show general 
and rather steady growth over the period. Gross income fell off by 
about only 3 per cent between 1920 and 1921 and by 6 per cent from 
1921 to 1922. Net income, however, declined by about 30 per cent 
between 1920 and 1921. 

Between 1922 and the end of the period, gross income grew from 
661 million to over a billion dollars; investment, from about one and 
one-half to three billion; net income from 200 to 300 million. 

It is to be noted that the rate of return upon investment showed 
no general upswing during the last few years of the period. This is 
interesting in view of the widespread impression that the financial 

1 For the discussion of the relative magnitude of the sample, see Ch. 43. 
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CHART 59 
IDENTICAL CORPORATIONS SERIES, 1919-28 

NAJOR CROUP 16: rlNANCE 

PERCENTACE NET INCOME TO TOTAL GROSS INCOME 
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CHART 60 

FREQUENCY DISTRIBUTION OF EARNINGS RATES, 
INDIVIDUAL COMPANI ES (IDENTICAL CORPORATIONS SERIES) 
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fifths, however, earned more than the average figure. The highest 
fourth earned over 20 per cent; the lowest fourth, under 8 per cent. 

In 1920, the general average rate was 13 per cent. Approximately 
half of the corporations earned more, and the other half less, than 
tbis amount. The highest quarter earned over 18 per cent; the lowest 
quarter I under 8 per cent. 

The average return in 1921 was cut to 8 per cent. About 70 per 
cent of the companies, however, earned more than this amount. Half 
earned over 10 per cent; and the upper quarter, over 14 per cent. 
The lowest quarter earned under 7 per cent. Only 3 per cent had 
deficits. 

In 1922 the average return was 12 per cent. Just half of the com
panies earned more than this amount and half less. The upper quarter, 
however, earned over 18 per cent and the lower quarter, under 
8 per cent. 

From 1922 to 1928 the proportion of companies found in the 
higher brackets greatly declined. Chart 60 shows the year-to-year 
course of this distribution by broad earnings classes. Eighteen per 
cent of the corporations earned in excess of 20 per cent in 1922; but 
in 1928 only 6 per cent did so. Conversely, in 1922, 35 per cent 
earned under 10 per cent; whereas in 1928, 48 per cent did so. The 
detailed figures are given in the tables. It is again to be emphasized 
that in all years an almost negligible portion of these Finance corpo
rations suffered deficits, the figure even in 1921 being less than 3 per 
cent of the total. 

TABLB 59 
FINANCE GROUPS, LARGE IDENTICAL CORPORATIONS SERIES 

(A) SIZE AND CHARACTER OF SAMPLE 

M a;ol' ,roup 

NUMBEI. 
OF 

CORPORATIONS 

16 Finance S4iS 
Minor 11'0U, 

106 ~_aving. banks 18 
107 Commercial banks SO 
108 National banks 105 
109 Trust eompaniel 56 
111-110 All other finance, e][~ 

cept life insurance 137 

AVERA.GE CAPITAL PER CORPORAnOlf I 
(millio1u of dolla,s) 

ARlTHMBTlC MEAN' MEDIAN 

9.30 

4.46 
12.77 
10.21 
7.60 

9.18 

!.os 

I Total capital (i.e., includes funded debt) 8. of December 31, 1928. 



TADLE 59 (continued) ." -1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1919-28' Z 

(D) PERCENTAGE NET INCOME TO TOTAL GROSS INCOMB 
> 
Z 

Maior group 
r) 

l'I 
16 Finance 31.5 27.7 19.9 30,! 26.5 25.7 26.3 25.3 26.9 28.6 26.8 

Minor'droup Cl 
106 Savings bank. 29.6 27.2 22.9 32.2 26.7 23.8 26.8 26.5 20.8 25.6 2S.S lid 

107 Commercial bank. 35.1 26.6 23.1 30.7 32.5 26.2 26.0 19.5 29.2 28.1 27.3 0 

lOS National banks 39.9 37.1 24.0 37.2 34.4 30.4 2S.9 30.6 28.6 30.1 31.S e 
109 Trust companiea 26.6 28.3 16.6 25.7 21.8 26.9 29.1 2S.S 29.8 31.0 26.4 

.., 
111-110 All other finance, except 

en 

life in,uraaee 25.1 18.7 16.4 26.6 21.4 22.4 23.7 22.7 2M 27.0 23.1 

(C) PERCENTAGB INCOMB TO CAPITALIZATION 

Major 9rouP 
16 Finance 15.0 12.6 7.S 12.2 9.8 10.2 10.8 1M 10.2 10,4 10.7 

MinOT group 
106 Savings banks 11.9 14.0 11.4 16.3 13.3 12.0 13.4 13.3 9.S 11.2 12.5 
107 Commercial bank, 19.5 15.3 11.6 13.5 14.0 11.2 11.6 7.9 9.9 8.1 10.8 
108 National bank. 17.7 16.7 9.0 12.1 9.9 9.2 9.1 9.7 9.1 9.4 10.7 
109 Trult compaoiea 16.0 13.8 7.2 9.3 7.6 9.8 10.6 10.0 11.9 10.9 10.5 
111-110 All olber fin.nce, except 

life inlurance 11.7 8.0 6.0 12.9 9.6 11.0 12.2 11.6 11.0 11.9 lD.6 

1 Ten.year aggregate. 

1"""1 
w 
oj>. 
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TABLE 59 (continu.d) 

(D) PERCENTAGE PROFIT TO TOTAL CAPITAL 

1924 1925 1926 1927 1928 
Major ,rou, 

16 Finance 9.9 10.3 10.1 10.0 9.9 
M ;1Ior group 

106 Savings bank. 11.9 13.4- 13.2 9.8 11.2 
107 Commercial banks 11.1 11.5 7.8 9.9 8.1 
108 National banks 9.2 9.1 9.7 9.1 9.4 
109 Trust companeis 9.8 10.5 10.0 11.9 10.9 
111-110 All other finance, es:cept life 

insurance 10.2 10.8 10.9 10.3 10.4 



TABLB 59 (continued) 'oj -
(E) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NBT INCOME TO CAPITALIZATION, INDIVIDUAL Z 

> CORPORATIONS, 1919-23. MAJOR GROUP 16: FINANCE Z 
Aceu- ACCU- Aceu- Aceu- ACCU- n 

PERCENTAGE MULATED MULATED MULATED . MULATED MULATED l'I 
INCOME PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY 8UC- PERCENT- BY 8UC-

C> 
TO CAPI- At! IN CESSIVB AGE IN CESSIVE AGHIN CESSIVB AGE IN CESSIVE AGIIN CE8SIVE 

'" TALIZATION EACH CLASS CLASSU EACH CLASS CLASSES BACH CLASS CLASSES EACH CLASS CLASSES EACH eLA58 CLASSES 
0 

1919 1920 1921 1922 1923 c:: 
Under zero 1.2 1.2 0.9 0.9 2.6 2.6 0.3 0.3 1.2 1.2 ... 
Zero to 4 6.1 7.3 B.1 9.0 6.9 9.5 5.5 5.8 4.3 5.5 '" 5 to 9 19.4 26.7 24.0 33.0 39.0 48.5 29.5 35.3 36.4 41.9 

10 to 14 32.6 59.3 26.9 59.9 32.6 81.1 31.8 67.1 35.8 17.7 
IS to 19 17.3 76.6 22.3 B2.2 12.4 91.l 14.7 81.8 11.6 B9.3 
20 to 24 10.7 87.3 9.2 91.4 4.1 97.6 8.4 90.2 4.3 93.6 
25 to 29 3.2 90.5 4.9 96.3 0.9 9B.S 2.9 93.1 1.7 95.3 

'0 and over 9.5 100.0 3.7 100.0 I.S 100.0 6.9 100.0 '4.7 100.0 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVmUAL CORPO-
RATIONS, 1924-28. MAJOR. GROUP 16: FINANCB 

1924 1925 1926 1927 '1928 
Under zero 1.2 1.2 0.6 0.6 0.1 0.3 0.3 D.3 1.7 1.7 
2ero to 4 6.6 7.8 6.4 7.0 5.8 6.1 B.1 8.4 7.2 8.9 

Sto 9 41.9 49.7 37.3 44.3 40.7 46.8 3B.1 46.5 38.7 47.6 
10 to 14 30.6 80.3 35.0 79.3 37.0 83.8 37.3 83.8 37.3 84.9 
IS to 19 12.4- 92.7 10.4 89.7 9.3 93.1 10.7 94.5 9.5 94.4 
20 to 24 3.2 95.9 .u 94.0 2.0 95.1 l.2 97.7 2.7 97.1 

....., 
w 

25 to 29 1.2 97.1 2.3 96.3 2.3 97.4 0.3 98.0 0.9 9B.O .j>. 

30 and over 2.9 100.0 3.7 100.0 2.6 100.0 2.0 100.0 2.0 100.0 '" '-' 
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EARNINGS OF SMALL 
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CHAPTER 27 

INTRODUCTION 

LIKB several chapters of Book: II, the succeeding chapters of Book: III 
present detailed information on the earnings rates of corporations 
engaged in various branches of Manufacture and Trade. But unlike 
those of Book II, the present chapters contain data for no series of 
identical corporations, that is, the sample does not contain exactly the 
same companies from year to year. Furthermore, the non-identical 
corporations about to be discussed are small enterprises compared 
with those belonging to the series already analyzed. In 1928 the 
average (arithmetic mean) size of the corporations in All Manufac
ture for the large corporations series discussed above is $13,500,000 
whereas for the small corporations to be presented, the average size 
of capital is only $171,000.' About nine-tenths of the corporations 
with net incomes in the large corporations series have incomes of 
over $50,000, whereas nearly 90 per cent of those in the small corpo
rations series have incomes under $50,000. 

These smaller corporations are termed cnon-identical' not because 
there is no repetition whatever of the same companies from year to 
year I but because the extent of such repetition is uncertain. The 
samples in the several Manufacturing minor groups vary consider
ably in size from year to year. In a very few instances there are 
less than 20 corporations in a minor group in anyone year; in other 
instances there are as many as 100. Most of the minor groups, in 
most years, contain between 25 and 50 companies each; but in any 

.\ "\ ,\\'10\1\, _'_"':" _____ . _:~_ ,." '\ '_' "\-~~ .':·\_~_'\"\!lY"l~-~-\t' 

1 The median figure for total capital in 1928 for the large corporations 
is $1,972,222, while for the small corporations, it is probably under $200,000. 
The mean and median capitals in each major group, for the small corpora
tions of this Book, are given in the tables at the close of each chapter. 
Corresponding data for the large corporation!l series have already been 
presented in the tables at the ends of the several chapters of Book II. 
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one group the number of companies might, for example, be 30 in one 
year and 40 or 45 in another. 

Since no small corporations series for either Mining or Finance are 
available, our analysis is limited to the Manufacture and Trade 
divisions. 

A second important distinction between the data of the present 
chapters and those of Book II is that these samples of non-identical 
corporations contain only companies with net incomes; that is to say. 
these small corporations, while varying in their rates of earnings, 
include in no year any enterprises that suffered deficits. The data 
therefore do not show average rales of earnings for 'small corpora~ 
tions in general' but only for 'small corporations that earn profits'. 

When comparisons are sought, in any minor group, between the 
arithmetic mean figures for these small corporations and the larger 
corporations of. the preceding series, it is thus to be borne in mind 
that the arithmetic average earnings rates of the minOT groups include 
only corporations with net incomes in one case and corporations with 
both net incomes and negative incomes in the other case. For the 
years 1922-29, however, the inclusion of some corporations with 
negative incomes in the large corporations series is not, in most in
stances, at all serious because of the relatively slight number and 
"extent of such deficits. It wiIl be recalled that in the large corpora
tions series for All Manufacture the number of corporations with 
deficits between 1922 and 1928 amounted to little more than 3 per 
cent in anyone year.· 

In the several major groups, data for median earnings are available 
~r more precisely, the rate of net income earned by the median 
corporation in the major group. These medians are used in preference 
to general averages (arithmetic means) in the analysis of major 
groups; and whenever major group figures for the small corporations 
are compared-in charts or discussion-with those for the large 
corporations, the data for the latteT are TUast so as to exclude corpo
rations with deficits from that stries.· The median figures, as well 
as the complete frequency distributions of the earnings of individual 

t In moat years the figure was less than this; in only one year, 1928, was 
it as high as 3.7 per cent . 

• This can be done in the computation of the medians, by major groups, 
but not in that of arithmetic means by minor groups. Frequency distribu
tions for the earnings rates of individual corporations by minor groups are 
available for neither sample. 
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corporations, for the two series are therefore directly comparable.· 
The general plan of the chapters is the same as that of Book II, 

save that no chapters for Mining or Finance are included. 1t is not, 
however, possible to present detailed data· for as many minor groups 
as in the case of the large corporations series of Book II because in 
some minor groups the corporations were too few either to afford 
significant samples or to conceal the identity of the individual corpo
rations. In either case the group is not shown separately, but the 
corporations that belonged to it nevertheless are carried in the major 
group data. 

But a further distinction now needs to be drawn between the data 
of the several major groups and those of the minor groups contained 
in this Book. In Book II the large corporations constituting each 
minor group, when aggregated, directly made up the respective major 
groups, that is, the total of any set of figures for tbe minor groups 
gave the major group figure. In Book III, however, this is not always 
necessarily so. In some sets of minor groups it has been found possible 
to provide a more complete coverage, and frequently a better series 
of minor group samples, by showing, for certain minor groups, data 
from samples that were originally drawn independently of the major 
groups under which they fall. In other words, anyone minor group 
here is to be regarded as a sample in itself---some more adequate than 
others, but all of them together not comprising a typical major group 
sample.a The various frequency distributions of earnings rates for 
the several major groups, however, are constructed in the same man· 
ner as those of Book II, that is, are samples containing as well 
rounded a representation of the various minor groups as in the earlier 
cases. 

The description of the component activities of each minor group, 
for example, such statements as "the Bakery group includes such 
products as bread, ice cream cones, pie and cakes", are omitted in 
these chapters. The general descriptions of all minor groups corre
spond with those given under the same headings in the various 
chapters of Book II, and since the captions are given in the same 

"For qualifications concerning tbe character of the two sets of samples in 
other respect., however, Bee Ch. 43 . 

• That i. to say, both to obtain better minor group samples and to avoid 
burying as many minor groups under 'Miscellaneous' as would otherwise 
have been necessary, resort bas been bad to separate 'sub~code' samples of 
the Bort explained more fully in Ch. 44, sec. 2. 
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order here as there, the previously presented statements may readily 
be consulted when desired. . 

The use of terms is in general the same as in Book II, and the 
reader who has not already" done so is asked to read the introductory 
chapter of that Book. 

No absolute data upon sales, investment and net income are pre
sented in Book III, because the corporations are non·identiCld and 
the samples vary too greatly in size from year to year. The reader 
who wishes to investigate the character of the samples more closely 
may, however, find all of tl)e absolute data in the Source-Book. 



CHAPTER 28 

MANUFACTURE AND ITS MAJOR GROUPS 

1. ALL MANUFACTURE: EARNINGS ON SALES 

THE small manufacturing corporations sample contains approxi~ 
mately 1,500 corporations in each year of the period 1919-28.' As 
remarked in the preceding chapter, not all of the corporations con
tained in the series are identical from year to year, nor are any 
companies with deficits included. 

The percentage of net income to sales earned by these small Manu
facturing corporations is shown in Chart 61. The rate is quite stable, 
and during the last half of the period varies only between 5.5 and 
5.7 per cent. It is, however, to be remarked that this is just a general 
average rate and that many of the groups contributing to it show 
quite different figures. 

With these percentages for the average return on sales received by 
these small Manufacturing corporations are plotted in Chart 61 the 
earnings on sales volume for the large Manufacturing corporations 
series discussed in preceding chapters. These data are shown only 
from 1922 on because in all years they contain figures for a few 
corporations with deficits. The proportion of such corporations "is 
almost negligible between 1922 and 1928; but this is not so in 1921, 
hence the exclusion of figures for the first few years. 

It is to be observed that the return on sales for the large corpora
tions series runs very much higher than that for the small corpora
tions, being roughly 8 to 10 per cent in nearly all years as compared 
with 5.5 to 7 per cent for the small companies. The inclusion, in the 

'The exact number in each year is! 1919,1,562; 1920,1,487, 1921, 1,939; 
1922,1,440; 1923, 1,545; 1924, 1,560; 1925,1,461; 1926, 1,468j 1927, 1,665; 
1928, 1,421. 
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large corporations series, of some companies with deficits accentuates 
this difference, for otherwise the large corporations series figures 
would be somewhat higher. 

This discrepancy between the figures for the two series in terms of 
their return on sales is not, however, characteristic of the two sets of 
figures in terms of the return upon investment. Full treatment of 

CHART 61 

PERCENTAGE NET INCOME TO SALES 
ALL t..ANUfACT URE 

---NON-IDENTICAL CORPORATIONS SERIES, 19,9..28 

•••••• LARGE I DENTICAL CORPORATIONS SERIES, '822"28 

n==-I =1 I"-I::-l--j::--"j -;=f----r-1 
'820 11121 1922 1923 f924 1'825 1928 1927 1928 18t9 

. this return is reserved for a later section; but it may here be noted 
that, whether general arithmetic mean figures or 'medians of the sort 
to be presented later are taken, the large corporations series shows no 
markedly higher return upon investment than does the small corpo
rations series. The great difference in the rates of return on sales 
that exists is therefore to be attributed to a very much higher average 
turnover of capital on the part of the smaller corporations. The 
annual capital turnover figures 2 for the years 1924-28 for the two 
series are given below. 

Lllrgl Small 
Y~lIrl corporlltions corporations 
1924 1.0 I.S 
1925 l.1 1.9 
1926 1.1 2.0 
1927 1.0 1.9 
1928 1.0 2.0 

:I Total capital divided into sales as explained in Ch. 4. The figures used 
here nrc for all the companies in the large corporations series, i.e., those 
with deficits as well 8S those with net incomes. 
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2. SURVEY OF MANUFACTURING GROUPS: EARNINGS 

ON SALES 

We may now divide All Manufacture into 11 major groups just as 
has been done in previous chapters and examine the net return upon 
sales in each group as shown in Table 60. The treatment of the return 
upon investment is reserved for a later section since the character of 
the data makes it desirable to employ a different type of analysis. 

a. Foods 
The return on sales runs between 3 and 4 per cent in all years. 

In six of the ten years it stands somewhat lower than in the case of 
the large corporations series. 

b. Textiles 
Earnings on sales run between 4 and 7 per cent during the first 

half of the period and between 4 and 5 per cent during the last half. 
In all years the return is substantially lower than for the large corpo
rations series. 

c. Leather 
The return on sales runs from 4 to 6 per cent during the first half 

of the period and between 4 and 5 per cent during the last half. It 
stands well below the level of the large corporations series. 

d. Rubber 
The return on sales rises from about 5 per cent in 1919 to 6 per 

cent in 1922. During the last half of the period it also shows a gen· . 
eral increase, rising from 4 per cent in 1924 to 8 per cent in 1928. 
For reasons given previously, no comparison with the large corpora
tions series is attempted in this group. 

e. Lumber 
The return on sales fl uctuates between 6 and 8 per cent in most 

years. It stands consistently below that for the large corporations 
series, but does not exhibit the generally falling trend of the latter 
between 1923 and 1928. 
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f. Paler 
The return on sales fluctuates from 5 to 8 per cent, standing at 

about 5 or 6 per cent in most years. It is below that for the large 
corporations series in nine years. 

g. Printing 
Earnings upon sales vary only between 9 and 11 per cent from 

1919 through 1926; but in 1927 and 1928, stand at 8 and 7 per cent 
respectively. In all years these ratios are far below those for the large 
corporations series. 

h. Chemicals 
The return on sales runs between 6 and 9 per cent over the 

period. It stands at a lower level than that for the large corporations 
series, but shows far less fluctuation. 

i. Stone, Clay and Glass 
Earnings upo~ sales fluctuate between 7 and 11 per cent during 

the first half of the period but stand at 9 per cent throughout the 
last half, except in 1928 when they falI to 7 per cent. In alI years 
the figure is much lower than that for the large corporations series. 

j. Metals 
The return on sales varies between 6 and 8 per cent throughout 

the period. It is consistently lower than that for the large corpora· 
tions series. 

k. Special Manufacturing Industries 
The return on sales fluctuates between 6 and 8 per cent. In all 

years it is below the level for the large corporations series. 

3. ALL MANUFACTURE: EARNINGS ON INVESTMENT 

In analyzing the return upon investment received by the smaIl 
corporations series as a whole we may make use both of the general 
average (arithmetic mean) figures and the median returns derived 
from the frequency distributions for the earnings of individual corpo
rations presented in a later section. In both, these data may be com-
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pared directly with those for the large corporations series for the 
entire period, it here being possible to exclude in each year those large 
corporations which did not earn net incomes. 

The arithmetic mean return upon investment for the small corpo
rations series is shown in Chart 62, Comparable data for the large 
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corporations series are also shown in Chart 62, from 1922 on. It 
will be noted that from 1924 to 1928 the large corporations series 
evidences greater fluctuation in the rate of earnings than does the 
small corporations series, although the two figures are never very far 
apart. It is of interest to observe that in the aggregate the business 
recession of 1927 was felt to an appreciable extent by the large 
corporations but not at all by the small corporations, that is, so far 
as general average figures for the rate of earnings upon invest
ment go.' 

We have, however, available for comparison with these data the 
earnings rates of the median corporations in the case of each series, 
the data for the large corporations series again being computed for 
the companies with net incomes only. These figures are shown in 
Chart 63. The median return upon investment for the small corpo
rations fell from about 20 per cent in 1919 to 13 per cent in 1921. It 
recovered to 16 per cent in 1922 but declined to 13 per cent by 1924 . 

• This is not, however, true of the median rates of return, as will appear 
in a moment. 
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During 1924 and 1928 it varied only between about 13 and 14 per 
cent. In the case of the large corporations series the median return 
showed a far greater drop between 1919 and 1921, falling from 28 
to 12 per cent. It then increased to 18 per cent in 1922 but declined 
to 13.5 per cent in 1924. During the five years from 1923 to 1928 
the median return for the large corporations followed very closely 
that for the small corporations, the 1928 figure being 12.1 per cent 
for the one series and 13.4 per cent for the other. 

In both series a substantial difference between the arithmetic mean 
and the median figures prevails during the first half of the period, 
the medians being markedly higher in every year. But these discrep
ancies are narrowed after 1923. During the last part of the period 
the difference between the two figures is not significant in the large 
corporations series j but for the small corporations the medians are 
somewhat greater than the means. 

4. SURVEY OF THE MAJOR MANUFACTURING GROUPS: 

EARNINGS ON INVESTMENT 

Our analysis of the return upon investment for the small corpo
rations in the Food group as well as in the other major groups which 
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are treated in this section can best be undertaken, as already explained, 
in terms of the median corporation's earnings rate instead of the 
group's arithmetic mean return which we customarily have had in 
mind in speaking of 'the general average'. In referring to the large 
corporations series for comparison, medians are also used, these being 
made directly comparable with those for the small corporations series 
by calculating them for the large corporations with net incomes only. 

a. Foods 
The return on investment in the Food group declines from 19 per 

cent in 1919 to 15 per cent in 1921. It varies between 14 and 16 
per cent in the years 1922-25 and then falls to about 13 per cent 
for the remainder of the period. These rates roughly coincide with 
those for the large corporations series except in 1919 and 1922, when 
those for the latter stand substantially higher. 

b. Textiles 
Earnings upon investment in the Textile group decline from 22 

per cent in 1919 to 15 per cent in 1920. Between 1920 and 1923 they 
Huctuate closely about 15 per cent. During the last half of the period 
earnings Huctuate about a somewhat lower level, varying from 12 to 
14 per cent. The return for the large corporations series stands higher 
in some years and lower in others, and evidences both greater f1uctua~ 
tion and a sharper general decline over the period. 

c. Leather 
In this group, the return on investment declines from 22 per cent 

in 1919 to 13 per cent in 1920; then Huctuates between 10 and 17 
per cent during the remainder of the period. In several years it stands 
lower, in others higher, than that for the large corporations series, 
but during the last three years of the period the two practically coin-
cide. . 

d. Rubber 
The return on investment in this group declines from 25 per cent 

in 1919 to 10 per cent in 1920. It recovers slightly in 1921 and then 
falls to 8 per cent in 1922. It rises to 16 per cent in 1923 and then 
Huctuates widely from this level during the remainder of the period, 
standing at 10 per cent in 1927 and 21 per cent in 1928. The ligures 
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are not greatly different from those for the large corporations series, 
save in 1922 when the return is much lower, and in 1928 when it is 
far higher. Again the reader is to be reminded that in both the small 
corporations and the large corporations series, the Rubber gtoup 
sample consists of a small number of companies. 

e. Lumber 
The return on investment declines from about 20 per cent in 1919 

and 1920 to 13 per cent in 1921; then recovers to 18 per cent in 
1923. Between 1923 and 1928, however, it shows a general decline, 
falling from 18 to 13 per cent. In most years the curve follows that 
for the large corporations series quite closely. 

I. Paper 
Earnings on investment in this group fall from 24 per cent in 1920 

to 13 per cent in 1921; then oscillate between 9 and 16 per cent for 
the remainder of the period. Broadly speaking, the rates of return 
afe not greatly different from those for the large corporations series, 
but less fluctuation is shown during the first part of the period and 
more during the last part. 

g. Printing 
In this group earnings on investment decline from 25 per cent in 

1920 to 17 per cent in 1921 and 16 per cent in 1922. Between 1922 
and the end of the period they run from 13 to 16 per cent. In most 
years these rates stand somewhat lower than those for the large 
corporations series. 

h. Chemicals 
Earnings on investment in this group decline from 19 per cent in 

1919 to 13 per cent in 1921. They then recover to 16 per cent in 
1922 and fluctuate between 13 and 16 per cent for the remainder 
of the period. During the first half of the period these rates are below 
for three years and above for two years those for the large corpora
tions series, but during the last half the two nearly coincide. 

i. Stone, Clay alld Glass 
In this group the return upon investment declines from 18 per 

cent in 1919 to 12 per' cent in 1921, then recovers to 16 per cent 
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in 1923. From 1923 to 1928, it shows a gradual decline, falling 
to 12 per cent by the end of the period. In most years the return is 
below that for the large corporations series, although in 1928 scarcely 
any difference prevails. 

j. Metals 
In this group the return on investment declines from 17 per cent 

in 1919 to 11 per cent in 1921; then recovers to 16 per cent by 
1923. During the last half of the period, it fluctuates' between 12 and 
14 per cent. In all years other thao 1919 and 1920, these rates are 
virtually identical with those for the large corporations series. 

k. Special Manufacturing Industries 
The return on investment in this group declines from 21. per cent 

in 1919 to 14 per cent in 1921. It then rises to 19 per cent in 1922 
and declines to 14 per cent in 1923. During the last half of the period 
it Ouctuates between 12 and 16 per cent. These rates of return are 
sometimes somewhat above, and sometimes somewhat below, those 
for the large corporations series. 

5. ALL MANUFACTURE: EARNINGS OF INDIVIDUAL 

CORPORATIONS 

The small manufacturing corporations series may now be analyzed 
in terms of the earnings of its individual corporations upon their 
invested capitals in the several years from 1919 through 1928. The 
term Cgeneral average' will here be used in the sense of the arithmetic 
mean return, with which the range of individual corporations' earn
ings may be compared. 

In 1919, the general average rate of return was 17 per cent. About 
three-fifths of all the corporations, however, earned more than this 
amount j about half earned over 20 per cent; the upper quarter earned 
over 31 per cent, while the lowest quarter earned under 12 per cent, 

In 1920, the average return was 14 per cent. Nearly two-thirds 
of the companies, however, earned more than this amount; the highest 
quarter earned over 29 per cent and the lowest quarter, under 10 
per cent. 

The year 1921 saw the general average reduced to 11 per cent, 
but again nearly two-thirds of the corporations earned in excess of 
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this rate. The highest quarter earned over 23 per cent; the lowest 
quarter, under 8 per cent. 
. Between 1922 and 1928 a general decline took place in the number 
of corporations occupying the higher earnings rates brackets. In 
1922, more than a third earned over 20 per cent upon their invested 
capitals, but in 1928 less than a third did so. Conversely. in 1922, 
just under a third earned under 10 per cent, whereas in 1928, just 
over a third did so. The year-to·year course of the distribution by 
broad classes of earnings rates is shown in Chart 64, while detailed 
data are given in the tables. 



TABLE 60 ,......, 
w 

MANUFACTURING AND ITS MAJOR GROUPS, SMALL NON-IDENTICAL CORPORATIONS SERIES 0\ 
oj>. 

(A) SIZE AND CHARACTER OF SAMPLE L....I 

AVERAGE CAPITAL 
PER CORPORATION 1 

NUMBER OF CORPORATIONS 
(,housands 
of dolla,,) 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ARITHMETIC MEAN 

All manufacturing 1562 1487 tS39 1440 1545 tS60 1461 1468 1665 1421 171 
Major group 

1 Food. 275 222 305 231 264 293 255 258 293 220 168 
2 Tc:r.tilea 247 161 232 200 215 199 209 206 247 191 194 
3 Leather 57 36 45 42 48 39 44 40 49 40 154 
4 Rubber 12 8 11 11 9 15 13 11 12 11 139 
5 Lumber 206 207 194 189 204 205 169 112 177 146 175 
., Paper 44 49 41 42 48 54 36 48 57 44 161 -1 Printing and publilhiog 144 184 203 162 152 154 145 146 179 153 126 Z 
S Chemical. 77 76 61 84 86 108 91 84 109 110 213 t:l 
9 Stone, clay and glal! 70 83 94 76 84 88 81 91 83 67 214 c: 

10 Metal. 357 387 271 332 359 336 352 372 373 369 166 '" 11 Special manufacturing >i 
indu.tries 73 74 82 71 76 69 66 100 86 70 153 lid -> 

t" 

'" lid 
0 

'" ->i 

'" 



1919 ·1920 1921 1922 1923 1924 1925 1926 1927 1928 a:: 
(B) PERCBNTAGB INCOMB TO SALES > 
All manufacturing 6.7 S.6 S.8 6.S 6.3 S.7 5.6 5.6 5.7 5.5 

Z 
c:: 

Major ,roul .., 
1 Foods 4.0 3.1 3.8 3.7 4.1 3.8 3.6 1.7 4.2 1.6 > 
2 Textile. 6.8 4.4 5.4 5.6 5.1 4.1 4.1 1.6 4.1 1.7 n 
3 Leather 6.1 3.7 5.5 5.5 4.0 3.7 5.3 3.5 4.5 4.0 >i 
4 Rubber 4.5 2.1 4.6 5.6 3.9 3.5 5.9 6.8 6.0 8.3 c:: 
5 Lumber 9.0 7.7 6.8 7.9 7.6 6.6 6.2 1.9 6.0 6.8 l" 

6 Paper 7.3 6.9 6.2 7.0 8.1 5.0 H 6.8 5.9 6.6 l'I 

7 Prioting and publishing 10.9 10.8 9.1 11.1 9.1 9.6 9.9 10.9 8.0 6.8 

8 Chemical. 6.2 6.1 6.4 7.3 5.7 '.6 7.1 8.6 8.2 6.5 .. 
9 Stone, clay and g1811 10.2 8.2 7.4 9.9 11.0 8.7 8.6 8.7 8.6 7.4 a:: 

10 Metal. 7.6 6.3 7.8 7.7 8.1 7.7 6.5 7.1 7.0 7.5 > 
11 Special manufacturing indultries 7.9 6.8 7.3 7.7 6.7 5.7 7.8 6.1 7.7 S.S t" 

t" 

(C) PBRCENTAGE INCOME TO CAPITALIZATION 
n 
0 

All manufacturing 16.8 11.7 10.9 II.S 1!.6 11.1 11.4 11.7 11.6 I1.S '" Major grou; '<I 

1 Food. 16.7 10.8 11.5 12.0 12.8 12.3 14.1 12.5 10.4 10.7 0 

2 Textile. 20.0 12.5 12.6 14.5 12.8 11.0 11.5 9.6 11.7 9.8 
l" 
> 

I Lutber 23.3 9.9 12.7 17.0 11.0 1+.4 18.9 9.2 14.6 11.0 >i 
4 Rubber 10.4 10.0 8.2 7.4 8.4 10.0 Il.O 16.2 12.1 12.7 M 

SLumber 18.2 17.0 11.0 11.8 16.8 10.4 7.9 10.7 11.0 11.6 0 

6 Paper 19.0 23.2 11.3 16.6 11.1 6.4 8.4 11.0 10.1 14.9 Z 
7 Printing and publishing 22.1 21.1 16.2 16.3 14.4 14.2 13.2 14.4 13.2 12.1 .. 
B Chemical. 18.4 13.9 11.4 11.0 11.8 15.6 13.3 14.0 13.3 9.8 
9 Stone, clay and gla .. 9.0 13.3 7.4 11.9 15.0 10.1 12.7 13.2 11.6 8.8 

,...., 
'" 10 Metal. 14.8 12.7 10.6 12.4 14.4 10.8 10.8 11.3 11.4 11.5 '" 

11 Special manufacturing indu.triel 16.8 11.1 6.1 !l.8 10.7 10.3 13.1 11.7 13.4 12.7 
.... ...... 



TABLE 60 ( continu.d) ,...., 
"" 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 0\ 
0\ 

L....I 

CD) PERCENTAGE PROFIT TO TOTAL CAPITAL 

All manufacturing 10.8 n.1 n.4 II.! n.3 
Major group 

1 Food. 12.1 13.9 12.0 10.1 10.5 
2 Teztilel 10.7 II.! 9.6 11.6 9.8 
3 Leather 13.9 18.7 9.0 14.5 10.9 
4 Rubber 9.7 14.7 16.2 12.0 12.4 
5 Lumber 10.3 7.8 10.5 10.8 IU 
6 Paper 6.4 8.2 12.5 9.7 14.1 
7 Printing aod publishing 14.0 12.6 13.9 12.8 U.9 
8 Chemicals 15.3 13.2 13.8 12.0 9.7 
9 Stone, clay and glatt 9.9 11.9 12.6 II.! 8.6 

10 Metal. 10.6 10.6 U.2 n.1 13.1 ~ 

11 Special manufacturing indultriel 10.1 12.7 U.S 13.0 12.3 Z 
0 

CE) MEDIAN PERCENTAGB INCOME TO CAPITALIZATION' c:: 
en 

All manufacturing 19.6 20.1 12.5 IS.9 IS.5 13.4 14.1 12.8 12.6 13.4 o-l 
:a Major group 
~ 

1 Food. 19.1 16.6 IS.O 1S.8 14.5 13.5 1S.8 12.4 13.1 12.9 ;.-
2 Textiles 22.1 14.7 14.7 IS.8 14.5 12.5 14.1 12.7 11.7 12.6 t" 
3 Leather 22.1 13.3 IS.7 16.9 12.5 13.9 16.6 10.0 13.6 U.9 "d 4 Rubber 25.0 10.0 12.5 7.5 16.3 12.5 13.9 15.6 10.0 20.8 :a 5 Lumber 19.7 20.7 13.2 IS.9 18.4 13.7 13.1 13.1 10.6 13.3 0 6 Paper 19.3 24.2 13.3 16.4 15.0 9.2 14.2 14.0 U.8 IS.O .., 
7 Printing and publi,hing 24.3 25.4 17.3 16.2 15.9 14.1 14.0 15.0 14.0 12.9 

o-l 8 Chemical. 18.7 17.1 12.7 16.4 14.4 IS.8 15.8 13.1 15.4 13.7 en 



9 Stone, cI ay and gl aSI 17.7 16.3 12.4 lS.0 16.0 13.9 14.9 13.6 12.S 1l.6 
10 Metals 17.2 16.0 1l.4 14.8 16.1 12.8 13.4 13.8 12.3 13.8 
11 Special manufacturing indultriel 21.0 19.3 14.0 18.8 14.4 13.0 13.3 12.2 16.1 lS.3 

1 For 1924-28, total profit to total capital. 

(F) FREQUBNCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23, ALL MANUFACTURING 

ACCU~ ACCU- ACCU- ACCU- ACCU-
PERCENTAGE MULATED MULATED MULATBD MULAT£D MULATED 

INCOME . PERCENT- STSVC- PERCENT- BT SUC- PERCENT- BY SUC- PERCENT- BTaVe- PERCENT- BY 8VC-
TO CAPt- • AGE IN CEUIV! AGHIN CI!.SSIVE AGE IN CUSIVE AGHIN CElSIV! AGE IN CESSIVB 

TALIZATION EACH CLASS CLASSE8 EACH CLASS CLASSES EACH CLAS, CLASSES BACH CLASS CLASSES EACH CLASS CLA8&E8 

1919 1920 1921 1922 1923 
Zero to 4 4.7 4.7 8.0 8.0 12.4 12.4 10.2 10.2 9.8 9.8 

S to 9 11.7 16.4 16.7 24.7 20.7 33.1 21.2 31.4 19.3 29.1 
10 to 14 18.9 3S.3 16.3 41.0 20.7 S3.8 16.3 47.7 19.6 48.1 
IS to 19 lS.8 SI.1 14.8 SS.8 IS.S 69.3 14.9 62.6 14.2 62.9 
20 to 24 12.2 63.3 1l.6 67.4 9.6 78.9 9.6 12.2 1l.2 74.1 
2S to 29 9.9 13.2 8.! 1S.1 6.1 8S.0 6.! 18.S 6.6 80.1 

SO and over 26.8 100.0 24.3 100.0 lS.0 100.0 21.S 100.0 19.3 100.0 

. ." 
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TABLE 60 (continutd) 

(G) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1924-28. ALL MANUFACTURING 

Aceu-
PERcENTAGe MULATED 

PROFIT PERCENT" BY aue .. 
TO TOTAL AGB 1M CRUIY! 
CAPITAL EACH CLASa CLAMES 

Zero to 4 
5 to 9 

10 to 14 
15 to 19 
20 to 24 
25 to 29 

30 and over 

1924 
12.6 12.6 
22.6 35.2 
22.7 57.9 
13.4 71.3 
1M 81.4 

5.2 86.6 
13.4 100.0 

ACCU-
MULATED 

PERCENT- BY sue-
ACRIN CESSIVB 

EACH CLASS CLASSES 

1925 
9.9 9.9 

23.1 33.0 
20.0 53.0 
16.4 69.4 
11.1 80.5 

6.4 86.9 
13.1 100.0 

ACCU-
MULATED 

PERCENT- BYSUC-
ACE IN CESllYB 

EACH CLASS CLASSES 

1926 
12.7 12.7 
24.2 36.9 
20.3 57.2 
14.6 71.8 
10.0 81.8 
4.9 86.7 

13.3 100.0 

ACCU- ACCU-
MULATED MULATED 

PERCENT- BY suc- PBRCENT- BY suc-
ACIIN CE8!llVE AGIIN CESSIVB 

BACH CLASS CLASSES BACH CLASS C1;ASSES 

1927 1928 
14.2 14.2 13.6 13.6 
24.3 38.5 21.6 35.2' 
21.4 59.9 22.2 57.4 
12.9 72.8 14.5 71.9 
8.9 81.7 9.5 81.4 
5.! 87.2 4.6 86.0 

12.8 100.0 14.0 100.0 

>oj 

'" 



TABLE 61 1;:: 
.> 

MANUFACTURING AND ITS MAJOR GROUPS, LARGE IDENTICAL Z 
CORPORATIONS SERIES c: 

(comptlnies with net incomes only) .., 
> 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 I'l 

(A) MEDIAN PERCENTAGE INCOME TO CAPITALIZATION 1 >-l 
c::: 

An manufacturing 27.6 19.8 11.8 17.5 17.1 13.5 13.8 14.0 12.Z 12.1 ,. 
MajQr group l'l 

1 Food. 26.4 14.4 16.8 20.0 15.0 16.0 13.8 13.8 13.! 12.6 
Z Tcztilcs 37.0 17.3 14.0 19.3 16.9 11.4 12.3 10.3 12.Z 9.0 .. 
3 Leather 34.0 11.6 11.1 16.2 12.9 11.3 11.5 11.3 13.3 11.1 1;:: 
4 Rubber 26.0 11.6 12.0 16.6 13.3 13.0 \6.4 13.3 13.9 10.7 > 
SLumber 27.S 26.3 10.0 20.8 19.5 14.3 13.8 14.4 9.1 10.5 t"' 

6 Paper 25.0 31.9 11.5 16.1 13.6 12.0 12.2 11.1 12.1 10.3 t"' 
7 Printing and publishing 24.5 32.8 19.4 21.9 18.1 17.1 16.9 16.1 13.2 14.3 I'l 
8 Chemical. 24.6 16.8 11.0 18.9 19.2 14.0 14.4 14.8 13.8 14.0 0 
9 Stone, clay and glass 18.0 18.8 11.5 16.5 21.3 16.3 16.5 15.2 11.l 1Il.1 ,. 

10 Metal. 26.9 20.0 8.7 14.7 17.3 12.4 13.9 13.9 11.9 13.5 '<I 
11 Special manufacturing industries 26.9 18.3 12.8 16.8 17.9 12.6 14.2 14.2 12.8 12.6 0 ,. 

1 For 1924-28, total profit to total capital. > 
>-l -0 
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TABLE 61 (continued) ,...., 
w 

(B) FREQUENCY DISTIUBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
..., 
0 

CORPORATlONS, 1919-23. ALL MANUFACTURING 
~ 

ACCU- Aecu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY suc- PERCENT- BY suc- PERCENT- DYSUe- PERCENT- BY suc- PERCENT- BY suc-
TO CAPl- AGE IN CESSIVE AGE IN CESSIVE AGE IN CESSIVE AGE IN CESSIVE AGE IN CESSIVE 

TALIZATlON EACH CLASS CLASSas EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Zero to 4 2.2 2.2 7.6 7.6 19.7 19.7 9.5 9.5 6.4 6.4 

5 to 9 6.6 8.8 14.2 21.8 23.4 43.1 15.9 2S.4 15.4 2k8 
10 to 14 11.0 19.8 14.9 36.7 18.8 61.9 17.1 42.5 19.7 41.5 
15 to 19 12.7 32.5 13.8 50.5 13.0 74.9 14.6 57.1 20.4 61.9 
20 to 24 12.5 45.0 10.5 61.0 8.0 82.9 11.2 68.3 13.5 75.4 
25 to 29 9.5 H.S 9.0 70.0 5.3 88.2 9.5 77.8 9.5 84.9 

30 and over 45.5 100.0 30.0 100.0 11.8 100.0 22.2 100.0 1S.1 100.0 ~ 

Z 
t:l 
c:: 

(c) FREQUENCY DISTIUBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO- '" 
RATIONS, 1924-28. ALL MANUFACTURING >-l ,. 

1924 1925 1926 1927 1928 
~ 

;» 
Zero to 4 10.3 10.3 8.4 8.4 10.8 10.8 12.7 12.7 13.5 13.5 t"' 

5 to 9 24.0 34.3 21.8 30.2 22.7 33.5 26.5 39.2 26.4 39.9 ." 10 to 14- 22.7 57.0 26.3 56.5 24.4 57.9 24.2 63.4 23.9 63.8 ,. 
IS to 19 16.9 73.9 14.9 7I.4 15.6 73.5 16.0 79.4 IS.I 78.9 0 
20 to 24 10.3 84.2 10.5 81.9 11.3 84.8 8.4 87.8 9.0 87.9 ." 
25 to 29 5.8 90.0 7.1 89.0 5.4 90.2 4.4 92.2 4.8 92.7 -;:; 

30 and over 10.0 100.0 11.0 100.0 9.8 100.0 7.8 100.0 7.3 100.0 en 



CHAPTER 29 

FOODS AND FOOD PRODUCTS 

THE major group Food Products is made up of eleven minor groups. 
Each in turn consists of smaller, but in the main rather closely re
lated, sets of Manufacturing activity. For several, however, no small 
corporations samples are available. Descriptions of the "groups ap
peared in Ch. 10. 
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TABLE 62 
rOODS GROUPS, SMALL NON·IDENTICAL MANUFACTURING 

CORPORATIONS SERIES 

(Al SIZB AND CHARACTER OF SAMPLE 

NUMBER OP CORPORATIONS 

1919 1920 1921 1922 1923 1924 1925 1926 1927 
Major ,ro., 

I Food. 275 222 305 231 264 293 2Sl 258 293 
Mi"or ,roup 

I Bakery produeu 84 86 87 90 94 88 80 92 96 
2 Flour 90 98 95 92 94 88 79 93 92 
3 Confectionery 21 16 17 8 20 21 IS 14 IS 
5 Dairying 82 92 93 82 91 86 84 92 93 
7 Meat packing 48 45 43 39 45 44 45 48 46 

11-8 Miscellaneoul food 
producb 56 40 67 53 49 64 50 79 73 

t Total capital (i.e., include. funded debt) aa of December 31, 1928. 

AVERACE CAPITAL 
PUR CORPORATION t 

(thousands 
0/ dolla,,) 

1928 ARITHMETIC MEAN 

220 168 

95 166 
86 2Z5 
IS 316 
89 96 -46 219 Z 

0 

53 145 c:: 
'" >i ,. 
;,. 
t"' 

"d ,. 
0 
." 

>i 

'" 



1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 .., 
(.) PERCBNTAGE INCOMB TO SALBS 0 

0 
Major group C 

1 Foodl 4.0 3.1 3.8 3.7 4.1 3.8 3.6 3.7 4.2 3.6 '" 
Minor group '" I Bakery products 4.0 3.S 4.7 4.8 4.9 4.8 4.9 S.4 S.7 S.S t!: 

2 Flour S.I 1.6 2.4 2.9 2.! 2.7 2.0 2.1 2.4 2.2 

3 Confectionery 6.7 4.6 4.S S.6 S.O S.! 4.S 1.9 6.1 4.3 > 
t"' 

S Dairying 1.7 1.7 1.9 2.4 2.6 2.! 2.! 2.4 2.6 2.3 t"' 
7 Meat packing 1.6 1.8 2.9 2.1 2.S 2.4 2.! 1.7 2.6 I.! 

11-8 Mi.ceilaneoul food product. 3.8 4.i 4.S 6.1 4.! 6.1 9.1 6.8 !.S 4.7 .., 
0 ,. 

(C) PBRCBNTAGE INCOMB TO CAPITALIZATION ." 
0 

Major proup ,. 
1 Food. 16.7 10.8 II.! 12.0 12.8 12.3 14.3 12.! 10.4 10.7 > 

Minor group >i 
I Bakery product. U.3 16.0 11.0 12.4 15.3 12.8 12.3 U.7 14.7 20.8 -
2 Flour 21.! 9.4 9.2 10.8 9.2 10.7 9.8 8.9 8.9 10.3 0 

3 Confeetionery 32.7 1!.7 11.1 11.8 19.0 16.2 12.1 7.! 16.7 8.1 Z 

! Dairying 17.9 U.3 14.9 1l.2 14.8 1!.3 14.6 13.7 12.8 11.7 '" 
7 Meat packing U.O 12.9 11.4 9.6 13.1 11.9 11.3 9.2 12.2 10.0 

11-8 Mi.cellaneoul food product. 12.! 9.9 17.2 14.7 13.! 13.7 17.9 12.1 12.3 11.6 

(D) PHRCBNTAGB PROFIT TO TOTAL CAPITAL 

Minor group 
I Food. 12.1 13.9 12.0 10.1 10.5 ....., 

Major group "" 1 Bakery products 12.! 11.9 13.3 14.1 13.B 
....., 

2 Flour 1D.6 9.7 B.9 B.8 10.1 "" ....... 



TABLE 62 (continued) 

(D) PBRCENTAGE PROFIT TO TOTAL CAPITAL 

Major group 1919 1920 1921 1922 
3 Confectionery 
5 Dairying 
7 Meat packing 

11-8 Misceilaneoul food products 

1923 1924 1925 
16.7 11.9 
15.0 14.0 
1I.6 11.1 
13.2 17.0 

1926 
7's 

13.2 
9.1 

11.3 

1927 
16.4 
12.4 
11.8 
11.9 

1928 
8.0 

11.4 
9.7 

11.5 

(E) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1 9 19-23. MAJOR GROUP 1: FOODS 

ACCU~ ACCU- ACCU- ACCU- ACCU-
PERCENTAGE MULATED MULATED MULATED MULATBD MULATED 

INCOME PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCBNT- BY SUC-
TO CAPI- AGE IN CESSIVB AGBIN CaStvE AGE IN CESSIVE AGE IN CESSIVE AGKIN CESSlVB 

TALIZATION EACH CLASS CLASSES BACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES 

1919 1920 1921 1922 1923 

Zero to 4 3.6 3.6 11.7 11.7 10.2 10.2 8.7 8.7 9.8 9.8 
5 to 9 12.0 15.6 18.9 30.6 18.7 28.9 25.5 34.2 21.6 31.4 

10 to 14 22.2 37.8 14.0 44.6 21.3 50.2 13.4 47.6 20.8 52.2 
15 to 19 14.9 52.7 17.1 61.7 15.7 65.9 15.6 63.2 12.9 65.1 
20 to 24- 9.1 61.8 11.7 73.4 8.5 74.4 10.4 73.6 12.5 77.6 
25 to 29 10.2 72.0 4.5 77.9 5.9 80.3 6.1 79.7 11.0 88.6 

30 and over 28.0 100.0 22.1 100.0 19.7 100.0 20.3 100.0 11.4 100.0 

~ 

Z 
t:l 
c: 
en 
>-l 
I'd 
~ 

;.-
t" 

"d 
~ 
0 
.". 
~ .., 
en 



(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO· 
RATIONS, 1924-28. MAJOR GROUP 1: FOODS 

1924 1925 1926 1927 1928 
Zero to 4 9.6 9.6 9.4 9.4 11.6 11.6 13.0 13.0 16.8 16.8 

5 to 9 22.2 31.8 20.4 29.8 28.3 39.9 23.9 26.9 21.4 38.2 
10 to 14 25.9 57.7 17.3 47.1 21.4 61.3 21.2 58.1 20.4 58.6 
IS to 19 12.6 70.3 18.8 65.9 14.3 75.6 14.0 72.1 12.7 71.! 
20 to 24 13.0 83.3 1l.7 79.6 8.9 84.5 9.2 81.3 12.3 83.6 
25 to 29 6.1 89.4 7.5 87.1 2.7 87.2 5.1 86.4 5.0 88.6 

10 and over 10.6 100.0 12.9 100.0 12.8 100.0 13.6 100.0 11.4 100.0 

"I 
o 
o 
t:l 
en 

en 
::: 
> 
t"' 
t"' 

("l 

o 
i<I ... 
o 
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> 
'":l -o 
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'" 



TABLB 63 

DISTRIBUTIONS OF EARNINGS RATES, FOODS, LARGE IDENTICAL 
MANUFACTURING CORPORATIONS SERIES 

(companit!s with net incomes on/y) 

(A) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NBT INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 1: FOODS 

Aceu- Aceu- Aceu- Aceu- AceU-
PERCENTAGE MULATBD MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY 9UC- PERCBNT- ByaUC- PBRCENT- BY suc- PERCENT- DYSUe- PERCENT- BY SUC-
TO CAPI- Ac!IN CEsslvB ACE IN CBSSIVE AGE IN CRSSIVB AGE IN CESSIVB AGE IN CBSSIVE 

TALIZATION EACH CLASS CLASSEI BACH CLASS CLAUD BACH CLASS CLASSES BACH CLASS CLASSES BACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Zero to 4 1.9 1.9 13.7 13.7 10.1 1D.1 6.8 6.8 9.0 9.0 

5 to 9 s.s 7.2 20.0 33.7. 1S.3 2S.4 I4.S 21.3 16.S 2S.S 
10 to 14 1l.9 23.1 18.4 S2.1 19.6 45.0 16.9 38.2 24.S 50.0 
15 to 19 12.6 35.7 13.7 6S.8 14.8 S9.8 12.1 50.3 16.0 66.0 
20 to 24 10.6 46.3 8.4 74.2 10.6 70.4 IS.0 65.3 12.3 78.3 
25 to 29 13.5 59.8 7.4 81.6 6.3 76.7 11.6 76.9 9.0 87.3 

30 and over 40.2 100.0 18.4 100.0 23.3 100.0 23.1 100.0 12.7 100.0 

(B) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO-
RATIONS, 1924-28. MAJOR GROUP I: FOODS 

1924 1925 1926 1927 1928 
Zero to 4 5.2 5.2 10.1 10.1 8.6 8.6 9.7 9.7 10.9 10.9 

S to 9 1S.8 21.0 21.7 31.8 20.7 29.3 25.7 35.4 25.6 36.5 
10 to 14 24.9 45.9 24.2 56.0 27.4 56.7 21.8 57.2 26.5 63.0 

-Z 
0 
c: 
'" .., 
'" 
> 
t" 

'" '" 0 
.." 

.., 
'" 



Il to 19 
20 to 24 
25 to 29 

30 aDd over 

20.6 
16.3 
6.7 

10.5 

66.5 
82.8 
89.5 

100.0 

17.4 
12.6 
5.8 
8.2 

73.4 
86.0 
91.8 

100.0 

13.0 
19.7 
3.4 
7.2 

69.1 
89.4 
92.8 

100.0 

I8.S 
14.l 
3.9 
6.1 

7S.7 
89.8 
93.1 

100.0 

17.1 80.1 .., 
1M 90.5 0 
3.8 94.3 0 

5.1 100.0 1:1 

'" 
'" ::: 
:> 
t"' 
to< 

n 
0 ,.. 
'11 
0 ,.. 
:> 
>l 
~ 

0 
Z 
en 



CHAPTER 30 

TEXTILES AND TEXTILE PRODUCTS 

THB major group Textiles is composed of ten minor groups. For 
several, however, no small corporations are available. Descriptions 
of the groups appeared in Ch. 11. 
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TABLE 64- >i 
1'1 

TEXTILE GROUPS, SMALL NON·IDENTICAL MANUFACTURING X 

CORPORATIONS SERIES >i 
~ 

I"' 
(A) SIZE AND CHARACTER OF SAMPLE 1'1 

AVERACE CAPITAL '" PER CORPOtlATlOH I 
(t!tpusand, '" NUMBER OF CORPORATIONS 0/ doll.,,) 3: 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 AtltTHMETIC MEAN 
:>-

Major group I"' 

2 Textiles 247 161 232 200 215 199 • 209 206 247 191 194 
I"' 

Mi"or grou, (') 

18 Men'. clothing 20 13 20 18 29· 18 7 IS 30 21 224 0 
19 Knit goods 89 82 93 84 96 88 85 91 97 89 213 :-
20 Miscellaneous clothing 59 45 49 41 66 58 43 66 71 54 98 'd 

21 Miscellaneous textile. 73 40 62 56 53 59 55 51 68 71 216 0 
:-

1 Total capital (i.e., include. funded debt) al of December 31, 1928. :>-
>i 
~ 

'0 

(B) PERCENTAGE INCOME TO SALES 
Z 
'" 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 
Maio, (lroup 

2 Textile. 6.8 4.4 5 •• 5.6 5.1 4.3 4.3 3.6 4.1 3.1 
Minor group 

'1.9 18 Men'. clothing 6.1 3.4 4.3 3.9 3.1 U •. 8 3.0 2.9 
19 Knit goods 6.1 3.7 5.0 5.4 4.8 4.5 5.2 5.4 4.5 5.6 

.--. 
w 

20 MiliccHaneouI clothing 6.0 2.9 3.5 4.3 3.8 4.2 4.S 3.7 3.2 3.8 " '" 21 Mililcelianeoul textiles 6.4 4.6 5.9 6.4 6.4 5.1 4.1 3.7 5.2 4.0 '-' 



TABLE 64 (continued) ,....., 
<..> 

(c) 00 
PERCBNTAGB INCOMB TO CAPITALIZATION 0 

L...I 

1919 1920 1921 1922 1921 1924 1925 1926 1927 1928 
M sjor group 

2 Textile. 20.0 12.S 12.6 14.S 12.8 11.0 11.S 9.6 11.1 9.8 
Minor group 

18 Men', clothing 24.8 14.4 11.9 13.3 8.9 6.2 14.S 8.6 9.8 8.9 
19 Knit good. 1S.0 11.0 12.9 14.0 11.0 10.3 12.1 13.6 10.S 13.7 
20 Miscellaneous clothing 30.3 13.7 12.9 18.8 14.6 16.9 18.6 1S.7 12.1 17.7 
Zl Miscellaneous textile. 20.9 14.4 14.3 16.3 16.S 12.6 11.1 10.9 14.1 8.1 

(D) PERCENTAGB PROFIT TO TOTAL CAPITAL 

Major group 
2 Tutilel 10.7 11.3 9.6 11.6 9.8 

Minor tlroup Z 
18 Men'. clothing 6.2 14.3 8.6 9.7 8.9 " 19 Knit good, 10.0 11.8 13.4 1M 13.5 c:: 
20 Milcellaneoul clothing 16.7 18.6 1S.7 12.1 17.7 en .., 
21 Miscellaneous textile. 11.9 11.0 10.8 14.2 8.0 

" ::-,... 
... 
" 0 
." 

-l 
en 



(E) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
., 
'" CORPORATIONS, I 9 19-23. MAJOR GROUP 2: TEXTILES >< 

Aceu- ACCU- ACCU- ACCU- ACCU-
., -PERCENTAGE MULATED MULATED MULATED MULATED MULATEO t'" 

INCOME PERCENT- BY sue- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY sue- PERCENT- BYIUC- '" TO CAPI- AGE IN C!SSIVE AGKtH cusIY! ACHIN CESSIVE ACE IN CWIY! AGHIN CESSIVB '" TALIZATIOH EACH CLASS CLASSES BACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSES EACH CLASS CL,\SSBI 

1919 1920 1921 1922 1923 '" 
Zero to 4 3.6 3.6 9.9 9.9 13.4 13.4 10.5 10.5 7.9 7.9 :: 

S to 9 7.7 11.3 19.3 29.2 18.5 31.9 I8.S 19.0 21.4 29.3 > 
10 to 24 17.0 28.3 22.4 51.6 19.4 SI.3 I8.S 37.5 22.3 52.1 t'" 

IS to 19 IS.4 43.7 14.9 66.5 14.2 6S.S 16.0 S3.S 13.0 65.1 
t'" 

20 to 24- IS.O S8.7 8.1 74.6 10.4 75.9 7.5 61.0 13.5 78.6 n 
25 to 29 10.S 69.2 9.3 83.9 7.3 83.2 5.0 66.0 2.8 31.4 0 

30 and over 30.8 100.0 16.1 100.0 16.8 100.0 24.0 100.0 18.6 100.0 '" ... 
(F) 

0 
FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CQRPO- '" RATIONS, 1024-28. MAJOR GROUP 2: TEXTILES > ., 

1924 1925 1926 1927 1928 -Zero to 4 14.1 14.1 9.6 9.6 17.0 17.0 14.6 14.6 13.6 13.6 0 
5 to 9 24.1 38.2 26.8 36.4 21.8 38.8 27.1 41.7 24.1 37.7 Z 

10 to 14 23.6 61.8 16.7 S3.1 20.9 S9.7 23.9 6S.6 24.1 61.3 
en 

IS to 19 14.6 76.4 18.7 71.8 12.6 72.3 12.1 77.7 14.7 76.5 
20 to 24 10.1 86.5 10.0 81.8 9.7 82.0 6.9 84.6 6.8 83.3 
2S to 29 S.O 9J.S 6.2 88.0 4.4 86.4 S.3 89.9 S.2 88.S 

30 and over 8.5 100.0 12.0 100.0 13.6 100.0 10.1 100.0 II.S 100.0 
...... 
w 
00 -'-' 



TABLE 65 
DISTRIBUTIONS OF EARNINGS RATES, TEXTILES, LARGE 

IDENTICAL MANUFACTURING CORPORATIONS SERIES 

(companies wit" lIet incomes only) 

(A) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 2: TEXTILES 

ACCU- ACCU- ACCU- ACCU- ACCU-
PERCENTAGE MULATED MULATED MULATED MUtATED MULATED 

INCOME PERCENT- BY sue- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY sue- PERCENT- BY SUC-

TO CApI- AGE IN CESSIVE AGE IN CESSIV£ AGE IN CESSIVE AGE IN CESSIVB AGEIH CESSIVB 
TALIZATION EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSES BACH CLASS CLASS!S 

1919 1920 1921 1922 1923 

Zero to 4 0.7 0.7 12.6 12.6 11.8 11.8 4.6 4.6 2.1 2.1 
5 to 9 0.7 1.4 21.1 33.7 22.1 33.9 14.8 19.4 14.5 16.6 

10 to 14 3.8 5.2 10.2 43.9 20.2 54.1 16.5 35.9 23.0 39.6 
15 to 19 8.7 13.9 13.0 56.9 12.6 66.7 16.8 52.7 27.6 67.2 
20 to 24 12.1 26.0 9.0 65.9 11.8 78.5 11.9 64.6 13.8 81.0 
25 to 29 10.0 36.0 9.3 75.2 6.9 85.4 11.2 75.8 8.1 89.1 

30 and over 64.0 100.0 24.8 100.0 14.6 100.0 24.2 100.0 10.9 100.0 

(8) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1924-28. MAJOR GROUP 2: TEXTILBS 

Zero to 4 
S to 9 

10 to 14 

13.5 
3M 
22.2 

1924 

13.5 
43.9 
66.1 

9.5 
28.5 
26.4 

1925 

9.5 
38.0 
64.4 

19.4 
29.3 
21.2 

1926 

19.4 
48.7 
69.9 

11.6 
26.3 
27.4 

1921 

11.6 
38.9 
65.3 

26.0 
30.0 
22.7 

1928 

26.0 
56.0 
78.7 



IS to 19 
20 to 24 
Zl 10 Z9 

30 and over 

18.8 
l.3 
3.8 
6.0 

84.9 
90.2 
94.0 

100.0 

13.4 
9.9 
6.0 
6.3 

77.8 
87.7 
93.7 

100.0 

12.1 
7.3 
4.8 
5.9 

82.0 
89.3 
94.1 

100.0 

20.7 
7.7 
3.2 
3.1 

86.0 
93.7 
96.9 

100.0 

11.8 90.5 
3.7 94.2 
4.0 98.2 
1.8 100.0 

..; 
t>l 
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..; -t-' 
t>l .. .. 
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CHAPTER 31 

LEATHER AND LEATHER PRODUCTS 

THE major group Leather is made up of but two minor groups, 
Boots and Shoes, and Leather and Miscellaneous Leather Products. 
In the latter only can the data for small corporations be shown sepa
rately. A description of the groups appeared in Ch. 12. 
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TABLE 66 I"" 

'" LEATHER AND LEATHER PRODUCTS, SMALL NON-IDENTICAL > 
MANUFACTURING CORPORATIONS SERIES 

.., 
ill 

(A) SIZB AND CHAllACTBR OF SAMPLE '" AVERAGI CAPITAL ~ 

fIR. COR.PORATION I 
(thousands '" NUMBER OF CORPORATIONS D/dDlIars) ;;:: 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 AlUTHMETIC MEAN > 
I"" Major group t"" 

.3 Leather 51 36 45 42 48 39 44 40 49 40 154 
Minor group n 

23 Miscellaneous leather 0 

products 29 23 21 22 31 6 19 11 23 21 144 ~ ..., 
1 Total capital (i.e" includes funded debt) 81 of December 31, 1928. 0 

~ 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 > .., 
(B) PERCENTAGE INCOME TO SALES .... 

Major group, 0 
Z .3 Leather 6.3 3.7 5.5 5.5 4.0 3.7 5.3 3.5 4.5 4.0 
'" Minor group 

23 Miscellaneous leather 1.9 3.6 6.3 6.4 5.1 1.5 5.5 3.9 5.1 5.1 

(C) PERCENTAGB INCOMB TO CAPITALIZATION 
Mlljo,. group 

.3 Leather 23.3 9.9 12.1 11.0 11.0 14.4 18.9 9.2 14.6 11.0 
,...., 
w 

MinOT g,ou; 00 
23 Miscellaneous leather 22.6 9.1 11.0 13.3 9.6 3.6 18.9 7.9 13.9 13.3 '" ....... 



TABLE 66 (continued) 

1924 1925 1926 1927 1928 
(D) PERCENTAGE PROFIT TO TOTAL CAPITAL 

Major group 
3 Leather 13.9 18.7 9.0 14.5 lQ.9 

Minor ,rou, 
2.3 Miscellaneous leather 3.8 18.4 7.8 13.8 13.2 

(E) FREQUBNCY DiSTRIBUTIONS OF PBRCBNTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 3: LEATHER AND LEATHER PRODUCTS 

ACCU- Aceu· Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOMB PERCENT- BY suc- PERCENT· BY suc- PERCENT- BY sue- PERCENT- BY sue- PERCENT- BY suc-
TO CAPI- AGE IN CEMIVE AGHIN CESalVE AGE IN CESSIVE AGE IN CBaSIV! ACE IN C!SIIVS 

TALIZATION BACH CLASS CLASSEI EACH CLASS CLABSES BACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Zero to 4' 0.0 0.0 2.8 2.8 17.8 17.8 7.2 7.2 12.5 12.5 

5 to 9 3.5 3.5 30.5 33.3 17.8 35.6 19.0 26.2 27.1 39.6 
10 to 14 14.0 17.5 25.0 58.3 11.1 46.7 16.7 42.9 20.8 60.4 
IS to 19 24.6 42.l S.6 63.9 24,4 71.1 19.0 61.9 14.6 75.0 
20 to 24 19.3 61.4 2.8 66.7 IS.S 86.6 2.4 64.3 2.1 77.1 
2S to 29 1.8 62.2 11.1 77.8 6.7 93.3 14.3 78.6 4.1 81.2 

30 and over 36.8 100.0 22.2 100.0 6.7 100.0 21.4 100.0 18.8 100.0 

,...., 
'" 00 
0\ ....... 

-Z 
0 
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(F) FR~QURNCY DISTRIBUTION OP PERCBNTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDMDUAL CORPO-
RATIONS, 1924-28. MAJOR GROUP 3: LEATHBR AND LEATHER PRODUCTS 

Aceu- ACCU- ACCU- Aceu- ACCU-
PERCENTACE MULATED MULATED MULATED MULATED MULATED 

PROFIT PERCENT- BY suc- PERCENT- BY sue- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY SUe-
TO TOTAL ACEIH CESSIVE AGE IN C ... lVB AGE IN CESSIVE AGB IN CESSrvE AGIIN CES8lVB 

CAPIl'AL J!:ACH CLASS CLASIE' EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSU 

1924 1925 1926 1927 1928 
Zero to 4 10.3 10.3 6.8 6.8 20.0 20.0 8.1 8.1 12.5 12.5 

5 to 9 25.6 35.9 20.5 27.3 30.0 50.0 28.6 36.7 30.0 42.5 
10 to 14 17.9 53.8 13.6 40.9 20.0 70.0 18.4 55.1 20.0 62.5 
15 to 19 23.1 76.9 27.3 68.2 7.5 77.5 18.4 73.5 20.0 82.5 
20 t. 24 7.7 84.6 6.8 75.0 2.5 80.0 14.3 87.8 5.0 87.5 
25 t. 29 5.1· 89.7 6.8 81.8 5.0 85.0 4.1 91.9 2.5 90.0 

30 and over 10.3 100.0 18.2 100.0 15.0 100.0 8.1 100.0 10.0 100.0 
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TABLE 67 
DISTRIBUTIONS OF EARNINGS RATES, LEATHER, LARGE 

IDENTICAL MANUFACTURING CORPORATIONS SERIES 

(companies with net incomes only) 

(A) FREQUENCY DISTRIBUTIONS OF PERCBNT~GES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 3: LEATHER AND LEATHER PRODUCTS 

Aceu- Aceu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PEIlCENT- BY suc- PERCENT- BY sue- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY SUC-

TO CAPI- AGE IN CESSIVE ACE IN CESSIVE AGHIN CESStVE ACE IN CESSIVE AGE IN CESSIVE 
TALlZATION EACH CLAN CLASSES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSD EACH CLASS CLASS!S 

1919 1920 1921 1922 1923 

Zero to 4 0.0 0.0 15.0 15.0 25.0 25.0 l.S l.S 10.2 10.2 
5 to 9 1.8 1.8 27.5 42.5 20.0 45.0 25.0 30.S 26.5 36.7 

10 to 14 1.8 3.6 22.5 65.0 22.5 67.5 13.5 44.3 24.5 61.2 
15 to 19 13.0 16.6 10.0 75.0 IS.O 82.5 23.1 67.4 16.3 77.5 
20 to 24 14.8 31.4 5.0 80.0 7.5 90.0 7.7 75.1 14.3 91.8 
2S to 29 5.6 37.0 10.0 90.0 0.0 90.0 11.S 86.6 0.0 91.8 

30 and over 63.0 100.0 10.0 100.0 10.0 100.0 13.4 100.0 8.2 100.0 

(D) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPOw 
RATIONS, 1924-28. MAJOR CROUP 3: LEATHER AND LEATHER PRODUCTS 

Zero to 4 
S to ·9 

10 to 14 

13.2 
28.3 
34.0 

1924 

13.2 
4I.S 
75.5 

17.0 
26.4 
22.6 

1925 

17.0 
43.4 
66.0 

25.0 
17.3 
28.8 

1926 

25.0 
42.3 
71.1 

9.4 
20.S 
30.2 

1927 

9.4 
30.2 
60.4 

12.2 
30.6 
32.7 

1928 

12.2 
42.8 
75.5 

""""' w 
00 
00 
'-' 

-



IS to 19 
20 to 24 
ZS to 29 

30 and over 

11.3 
7.5 
3.8 
1.9 

86.8 
94.3 
98.1 

100.0 

18.8 
5.7 
5.7 
3.8 

84.8 
90.S 
96.2 

100.0 

13.5 
9.6 
3.9 
1.9 

84.6 
94.2 
98.1 

100.0 

24.S 
9.4 
3.8 
1.9 

84.9 
94.3 
98.1 

100.0 

20.4 
4.1 
0.0 
0.0 

9S.9 to' 
100.0 t'l 

100.0 > 
100.0 

.., 
;J: 
t'l 
I>' 

'" i!:: 
> 
to' 
to' 

n 
0 
I>' 
'd 
0 
I>' 
> .., 
~ 

0 
Z 
'" 



CHAPTER 32 

RUBBER AND RUBBER PRODUCTS 

THB major group Rubber is not susceptible of division into smaller 
groups. The corporations included produce both wearing apparel, 
such as overshoes and raincoats, and mechanical rubber goods, such 
as tires and garden hose. 
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TABLE 68 '" q 
RUBBER AND RUBBER PRODUCTS, SMALL NON-IDENTICAL '" MANUFACTURING CORPORATIONS SERIES '" t>1 

(A) SIZE AND CHARACTER OF SAMPLE '" AVERACE CAPITAL 
PER CORPORATION 1 '" (tnousand, ;: 

NUMBER OF CORPORAnONS 0/ dollarl) > 
1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ARITHMETIC MIAlf 

t"" 

Major group 4 (minor gTOUp 24) 
t"" 

Rubber and rubber products 12 8 II II 9 IS 13 II 12 11 139 n 
:I Total capital (i.e., include. funded debt) 8' of December 31, 1928~ 0 

'" ... 
19iP 1920 1921 1922 1923 1924 1925 1926 1927 1928 0 

'" (B) PERCBNTAGB INCOMB TO SALBS > 
M ajDr group 4 (minor group 24) >-j 

~ 

Rubber and rubber products 4.5 2.1 4.6 ,5.6 !.9 3.5 5.9 6.8 6.0 8.! 0 
Z 
'" 

(C) PERCENTAGE INCOME TO CAPITALIZATION 

Majo, ,ro.' 4 (mi.or ,ro., 24) 
Rubber and rubber producu 1M 10.0 8.2 7.4 8.4 10.0 15.0 16.2 12.3 12.7 

(D) PERCENTAGE PROFIT TO TOTAL CAPITAL ....., 
w 

Maior group 4 (minor group 24) '" Rubber aod rubber product. 9.7 14.7 16.2 12.0 12.4 -'-' 



TABLE 68 (continued) .--, 
w 

(E) FRF.QUEKCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL "" N 

CORPORATIONS, 1910-23. MAJOR CROUP 4: RUDDER AND RUBBER PRODUCTS '-' 

Aceu- Aceu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

JNCOl.1E PERCENT- BY suc- PERCENT- BY sue- PERCENT- BY suc- PERCENT- DY SUC- PERCENT- BY suc-
to CAPI- ACE IN CESSIVE AGE IN CUSIVB ACHIN CESSIVB AGHIN CE8SIVB AGHIN CBS9IVE 

TAI.IZATION BACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EA:CH CLAS.!I CLASSES EACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Zero to 4 8.3 8.3 12.S 12.S 27.2 27.2 36,4 36.4 11.1 11.1 

S to 9 8.3 16.6 37.s SO.O 18.2 4S.4 27.2 63.6 11.1 22.2 
10 to 14 16.7 33.3 2S.0 7S.0 9.1 S4.S 0.0 63.6 22.2 44.4 
15 to 19 8.3 41.6 12.S 87.S 9.1 63.6 9.1 72.7 22.2 66.6 
20 to 24 8.3 49.9 0.0 ~7.S 9.1 72.7 9.1 81.8 22.2 88.8 
2Sto 29 16.1 66.6 12.5 100.0 18.2 90.9 0.0 81.8 0.0 88.8 

30 and over 33.4 100.0 0.0 100.0 9.1 100.0 18.2 100.0 11.2 100.0 -Z 

'" c:: 
(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO-

en .., 
RATIONS, 1924-28. MAJOR GROUP 4: RUBBER AND RUBBER PRODUCTS I" -1924 1925 1926 1927 1928 ;,. 

Zero to 4 13.! 13.3 0.0 0.0 18.2 18.2 2S.0 2S.0 9.1 9.1 l'" 
S to 9 13.3 26.6 7.7 7.7 9.1 27.3 2S.0 SO.O 9.1 18.2 .. 

10 to 14 46.7 73.3 S3.8 61.S 18.2 4S.S 8.3 S8.3 27.3 4S.S I" 
IS to 19 13.3 86.6 IS.4 76.9 36.3 81.8 2S.0 83.3 0.0 4S.S 0 
20 to 24 0.0 86.6 7.7 84.6 9.1 90.9 0.0 83.3 27.3 72.8 "" 25 to 2? 0.0 86.6 0.0 84.6 0.0 90.9 8.3 91.6 0.0 72.8 .., 

SO and over 13.4 100.0 15.4 100.1 9.1 100.0 8.4 100.0 27.2 100.0 en 



TABLE 69 "' c:: 
DISTRIBUTIONS OF EARNINGS RATES, RUBBER, LARGE '" IDENTICAL MANUFACTURING CORPORATIONS SERIES to 

(companiu with net incomes only) "' "' CA) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 4: RUBBER AND RUBBER PRODUCTS en 

",ccu· Aceu- Aceu- ACCU- Aceu- ::: 
PERCENTAG! MULATED MULATED MULATED MULATED MULATED > 

INCOME PERCENT- Bvsue- PERCENT- BY suc- PERCENT- BY sue- PERCENT- BY sue- PERCENT- BY suc- t'" 
TO CAPI- ACHIN CRSSIY! AGE IN CESSIVE AGE IN CESSIVE AGE IN CESSIVB AGE IN CES8IVE t'" 

TALIZATION EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES BACH cLASS CLASSES n 
1919 1920 1921 1922 1923 0 

Zero to 4 0.0 0.0 25.0 25.0 14.3 14.3 8.3 8.3 8.3 8.3 "' 5 to 9 0.0 0.0 20.0 45.0 21.4 35.7 25.0 33.3 16.6 24.9 "d 
10 to 14 19.2 19.2 IS.O 60.0 35.7 71.4 8.3 41.6 57.! 62.4 0 
15 to 19 15.4 34.6 20.0 80.0 14.3 85.7 25.0 66.6 25.0 87.4 ld 
20 to 24 11.6 46.2 10.0 90.0 14.3 100.0 16.7 83.3 4.2 91.6 > 
25 to 29 19.2 65.4 10.0 100.0 0.0 100.0 4.2 87.5 4.2 95.8 >i -30 and over 34.6 100.0 0.0 100.0 0.0 100.0 12.5 100.0 4.2 100.0 0 

Z 
(8) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO~ en 

RATIONS, 1924-28. MAJOR GROUP 4: RUBBER AND RUBBER PRODUC~S 

1924 1925 1926 1927 1928 
Zero to 4 8.3 8.3 3.8 3.8 18.2 18.2 4.8 4.8 20.0 20.0 

5 to 9 29.2 37.5 11.5 15.3 13.6 31.8 19.0 23.8 25.0 45.0 
10 to 14 20.8 58.3 27.0 42.3 27.3 59.1 33.3 57.1 35.0 80.0 
15 to 19 33.4 91.7 27.0 69.3 27.3 86.4 19.0 76.1 10.0 90.0 
20 to 24 8.3 100.0 23.1 92.4 4.5 90.9 4.8 80.9 0.0 90.0 1"""1 

w 
25 to 29 0.0 100.0 3.8 96.2 9.1 100.0 9.5 90.4 5.0 95.0 '" 30 and over 0.0 100.0 3.8 100.0 0.0 100.0 9.6 100.0 5.0 100.0 

w 
'-' 



CHAPTER 33 

LUMBER AND LUMBER PRODUCTS 

THE major group Lumber is made up of 5 minor groups, although 
no small corporations samples are available for several. Descriptions 
appeared in Ch. 14. 
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TABLB 70 ... 
c:: 

LUMBER GROUPS. SMALL NON· IDENTICAL MANUFACTURING :: 
CORPORATIONS SERIES .. 

t'I 
(A) SIZB AND CHARACTER OF SAMPLB '" AVERAGE CAPITAL 

PER CORPORATlON 1 '" (tlrousandJ :: 
NUMBER OF CORPORATIONS oj dollars) > 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ARITHMETIC MIAN 
... 

Mojor group 
... 

SLumber 206 207 194 189 204 20l 169 112 111 146 11l n 
Minor grou; 0 

2S Lumber manufacture 81 90 89 88 81 91 89 93 90 86 208 '" 28 Furniture 90 96 96 87 97 81 100 94 9l 98 247 ... 
C 

1 Total capital (i.e., include. funded debt) .a of December 31, 1928. '" > 
o-j -

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 0 
Z 

(B) PERCENTAGE INCOME TO SALES en 

Major group 
SLumber 9.0 1.1 6.8 1.9 1.6 6.6 6.2 5.9 6.0 6.8 

Minor group 
as Lumber manufacture 8.8 6.1 5.3 6.5 1.1 1.4 9.0 4.9 5.8 6.1 
28 Furniture 10.6 6.9 6.2 1.7 1.3 6.2 6.3 l.l S.l 4.9 

,...., 
w 
\0 
v. ...... 



TABLE 70 (continued) 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 
(C) PERCENTAGB INCOMB TO CAPITALIZATION 

Major group 
SLumber 18.2 17.0 11.0 13.8 16.8 10.4 7.9 10.7 11.0 11.6 

Minor group 
25 Lumber manufacture 15.1 12.4 5.7 6.4 11.7 10.5 8.5 8.3 10.1 10.0 
28 Furniture 22.6 19.6 10.2 15.3 16.6 11.5 13.0 11.4 9.9 8.4 

(D) PERCBNTAGB PROFIT TO TOTAL CAPITAL 

Maior group 
5 Lumber 10.3 7.8 10.5 10.8 11.3 

Minor group 
2S Lumber manufacture 1M 8.1 8.1 10.0 9.9 
28 Furniture 11.3 12.7 11.0 9.7 S.3 

(B) FREQUBNCY DISTRIBUTIONS OF PBRCBNTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 5: LUMBBR 

Aceu- Aceu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BYSUC- PERCENT- BY suc- PERCENT- BYSUC- PIRCENT- BYSVe- PERCENT- BY sue-
TO CAPI- AGE IN CflSSIVB AGIIN CHsSIVB AGE IN CBSSIVI ACE IN CBSSIVI AGB IN el!:Sllva 

TALIZATION BACH CLAN CLASIBI EACH CLASS CLAAR! IACH CLASS CLASSES IACH CLASS CLASSES EACH CLASS CLASSES 

1919 1920 1921 1922 1923 

Zero to 4 3.9 3.9 S.7 8.7 9.8 9.8 6.9 6.9 8.3 8.3 
5 to 9 15.0 18.9 15.0 23.7 27.3 37.1 23.8 30.7 15.7 24.0 

10 to 14 IS.0 36.9 10.1 33.8 2o.t 57.2 16.9 47.6 15.2 39.2 
15 to 19 14.1 51.0 14.0 37.8 18.5 75.7 13.7 61.3 15.7 54.9 

.--, 
w 

'" '" '-' 

-z 
'" c: ., 
"'l 
)0 -



20 to 24 12.6 63.6 1S.5 53.3 5.7 81.4 8.5 69.8 11.8 66.7 t"' 
25 to 29 10.7 74.3 6.8 60.1 5.7 87.1 6.9 76.7 8.8 75.5 c:: 

SO and over 25.7 100.0 29.9 100.0 12.9 100.0 23.3 100.0 24.5 100.0 ::: 
'" t'I 
I>d 

(F) FREQUBNCY DISTRIBUTIONS OF PBRCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO~ 
RATIONS, 1924-28. MAJOR GROUP 5: LUMBER '" ::: 

ACCU- ACCU- ACCU- ACCU- ACCU- > 
PERCENTAGE MULATED MULATED MULATED MULATED MULATED t"' 

PROFIT PERCENT- BY BUC~ PERCENT- BY SUC- PERCENT- BY BUC- PERCENT- BY SUC- PERCENT- BY SUC~ t"' 
TO TOTAL AGRIN CES!IIVK AGE IN CESSIYH AGE IN CRSSIVI AGE IN CESSIVR AGIIN CESSIVE 
CAPITAL EACH CLASS CLASSES EACH CLABS CLASSES EACH CLASS CLASSES EACH CLASS CLASSEI EACH CLAII CLASIEI n 

1924 1925 1926 1927 1928 
0 
I>d 

Zero to 4 13.2 13.2 11.2 11.2 14.3 14.3 17.5 17.5 16.4 16.4 ... 
0 

5 to 9 18.0 31.2 28.4 39.6 25.9 40.2 29,4 46.9 16.4 32.8 I>d 
10 to 14 25.4 56.6 16.6 56.2 16.1 56.3 24.9 71.8 26.0 58.8 > 
IS to 19 18.0 74.6 14.8 71.0 17.9 74.2 9.6 81.4 15.8 74.6 >oj 
20 to 24 8.8 83.4 9.5 80.5 9.8 84.0 6.8 88.2 9.6 84.2 -
2S to 29 2.9 86.3 8.9 89.4 6.2 90.2 4.5 92.7 S.5 89.7 0 

30 and over 13.7 100.0 10.6 100.0 9.8 100.0 7.3 100.0 10.3 100.0 Z 
'" 



TABLB 71 
DISTRIBUTIONS OF EARNINGS RATES, LUMBER, LARGE 

IDENTICAL MANUFACTURING CORPORATIONS SERIES 

(companits with net incomts only) 

(A) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1 9 1 9-23. MAJOR GROUP 5: LUMBER 

Aceu- Aceu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOM8 PERCENT- BV8UC- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY SUC-

TO CAPI- AGE IN tRUIV! ACE IN CBSSIVI AGE IN CESSIVE AGIIN CHS81VB AGIIN tEUIV! 
TALIZATlON EACH CLASS CLAUD BACH CLASS CLASSEI BACH CLASS CLASSES BACH CLASS CL ..... BACH CLASS CLASSE! 

1919 1920 1921 1922 1923 

Zero to 4 1.6 1.6 3.8 3.8 24.S 24.S 3.8 3.8 3.7 3.7 
5 to 9 7.4 9.0 5.4 9.2 25.7 50.2 14.0 17.8 10.0 13.7 

10 to 14 9.5 18.5 13.5 22.7 20.9 71.1 16.7 34.5 14.7 28.4 
IS to 19 13.8 32.3 14.1 36.8 16.0 87.1 12.9 47.4 22.6 51.0 
20 to 24 13.2 45.5 10.3 47.1 4.9 92.0 16.7 64.1 11.4 68.4 
25 to 29 9.5 5S.0 12.4 59.S 3.1 95.7 8.6 72.7 13.1 82.1 

SO and over 45.0 100.0 40.S 100.0 4.3 100.0 21.3 100.0 17.9 100.0 

(B) FREQUENCY DISTRIBUTIONS OF PBRCENTAGBS OF TOTAL PROFIT TO TOTAL CAPITAL, 1NJ;>IVIDUAL CORFO
RATIONS, 1924-28. MAJOR GROUP 5: LUMBER 

Zero to 4 
S to 9 

9.6 
11.6 

1924 

9.6 
27.2 

11.8 
15.0 

1925 

11.8 
26.8 

12.8 
24.5 

1926 

12.8 
31.3 

11.6 
34.3 

1927 

11.6 
51.9 

19.1 
28.2 

1928 

19.1 
41.3 

-



10 to 14 26.6 S!.8 30.5 57.3 26.6 6!.9 
IS to 19 17.0 70.8 14.4 71.7 11.7 75.6 

20 to 2+ 14.3 85.1 9.1 80.8 II.! 83.9 
2510 29 4.8 B9.9 9.6 90.4 6.9 95.8 

SO aDd over 10.1 100.0 9.6 100.0 4.2 100.0 

19.8 71.7 2S.S 72.B t-' 
11.8 B!.S II.! 86.1 ~ 

5.9 B9.4 B.O 94.1 1: 
S.! 94.7 3.2 97.3 .. 
S.S 100.0 2.7 100.0 tol 

11<1 .. 
en 
1: 
> 
I'" 
t-' 

(') 

0 .. 
-= 0 
11<1 

> 
'" -0 
Z 
en 



CHAPTER 34 

PAPER AND PAPER PRODUCTS 

THE major group Paper and Paper Products is made up of four 
minor groups. Descriptions appeared in Ch. 15. 
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TABLE 7Z ... 
> 

PAPER GROUPS, SMALL NON-IDENTICAL MANUFACTURING ... 
CORPORATIONS SERIES t<l ,. 

(A) SIZB AND CHARACTER OF SAMpLB 
AVBRAGH CAPITAl. en 

PBR CORPORATION 1 3: 
(thousands > 

NUMBER OF CORPORATIONS of dollars) t'" 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ARITHMETIC MEAN 
t'" 

Major ,roul n 
6 Paper 4+ 49 41 42 48 54 36 48 57 4+ 161 0 

Miflor group 
,. 

30 BJaok paper 45 47 46 4+ 43 41 41 49 48 48 278 ... 
0 3I Cardboard boxe. 45 46 47 46 47 45 47 45 49 48 1S6 ,. 

32 Stationery 49 45 47 46 46 49 47 47 49 48 224 > 
S Total capital, (i.e., iDcludes funded debt) as of December 31, 1928. '-i -" Z 

1919 1920 1921 1922 1923 1924 1925 1926 1927 
en 

1928 
(B) PEI\CENTAGE INCOMB TO SALES 

Majo, groul 
6 Paper '_3 6.9 6.2 7.0 8.1 5.0 5.4 6.8 5.9 6.6 

Minor groul 
30 Blank paper 5.5 4.7 5.8 5.3 5.0 4.0 3.6 4.2 5.4 5.3 
11 Cardboard boxes 8.5 6.4 8.5 8.5 7.0 7.2 6.1 4.4 6.9 S.S 
52 Stationery 5.8 6.9 4.7 5.6 5.2 5.0 5.4 5.7 5.1 6.5 

,...., 
.j>. 
0 -'--' 



TABLE 72 (continued) ,-, .,.. 
1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 0 .., 

(c) PERCENTAGB INCOME TO CAPITALIZATION L....J 

Major 9rouP 
6 Paper 1M 23.2 11.3 16.6 13.3 6.4 8.4 13.0 10.1 14.9 

M i"o, group 
30 Blank paper 10.9 12.0 6.2 11.1 8.8 5.9 1.5 1.0 9.6 10.2 
31 Cardboard boze. 18.S. 23.6 14.1 13.2 15.9 11.4 12.3 1.3 11.1 12.4 
32 Stationery 11.3 25.5 8.3 12.0 10.4 8.9 9.9 11.5 9.6 12.2 

(D) PERCENTAGB PROFIT TO TOTAL CAPITAL 

Major group 
6 Paper 6.4 8.2 12.5 9.1 14.1 

Millor group 
30 Blank paper 5.9 1.4 6.8 9.S 10.0 ~ 

31 Cardboard boxe. 11.3 11.8 1.2 11.4 11.9 Z 
32 Stationery 8.6 9.1 11.3 9.3 11.6 0 

c: 
en 

(B) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITAL1ZATION, INDIVIDUAL >-l .. 
CORPORATIONS, 1919-23. MAJOR GROUP 6: PAPER 

ACCU~ ACtU- ACCU- ACCU- > ACCU- t-< PER.CENTAGB MULATED MULATID MULATED MULATED MULATID 
INCOME PERCINT- By.ue- PERCENT- BY suc- PERCENT- BYSUC- PERCENT- BYSUC- PERCENT- BY suc- ... 
TO CAPI- AGIlIN CEIIIV! AGE IN CESSIVE AGE IN CESSIVE AGE IN CESSIYB AGE IN CBS!IVE .. 

TALIZATION BACH CLASS etAsaEI EACH CLASS eLAAU EACH CLASS CLAISES BACH CLASS CLASSES EACH CLASS CLASSES 0 
1919 1920 1921 1922 1923 ." 

Zero to 4 9.1 9.1 8.2 8.2 12.2 12.2 9.5 9.5 12.S 12.5 ~ 

5 to 9 6.8 15.9 10.2 18.4 21.9 34.1 11.9 21.4 25.0 37.5 >-l 
en 



10 to 14 20.5 36.4 2.0 20.4 24.4 58.5 23.8 45.2 12.5 50.0 "l 
15 to 19 1S.9 52.3 14.3 34.7 17.1 75.6 16.7 61.9 18.8 68.8 > 
20 to 24 6.8 59.1 18.4 53.1 12.2 87.8 11.9 73.8 6.2 75.0 "l 
2S to 29 9.1 68.2 10.2 63.3 4.9 92.7 4.8 78.6 10.4 85.4 to! 

30 and over 31.8 100.0 36.7 100.0 7.3 100.0 21.4 100.0 14.6 100.0 :.I 

fA 

(p) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO· 
i:: 
> 

RATIONS, 1924-28. MAJOR GROUP 6: PAPER t"' 
t"' 

1924 1925 1926 1927 1928 
C"l 

Zero to 4 22.2 22.2 5.5 5.5 2.1 2.1 10.5 10.5 2.3 2.3 0 
5 to 9 33.3 55.5 30.6 36.1 31.2 33.3 29.8 40.3 18.2 20.5 :.I 

10 to 14 18.5 74.0 16.7 538 20.8 54.1 26.3 66.6 29.5 50.0 "l 

IS to 19 9.3 83.3 16.7 70.5 12.5 66.6 15.8 82.4 18.2 68.2 0 
:.I 20 to 24 3.7 87.0 5.5 76.0 12.5 79.1 8.8 91.2 15.9 84.1 > 2S to 29 7.4 94.4 2.8 78.8 4.2 83.3 1.8 93.0 2.1 86.4 .., 

30 and over 5.6 100.0 22.2 100.0 16.7 100.0 7.0 100.0 13.6 100.0 -0 
Z 
fA 



TABLE 73 
DISTRIBUTIONS OF EARNINGS RATES, PAPER, LARGE IDENTICAL 

MANUFACTURING CORPORATIONS SERIES 

(companit$ with net incomes only) 

(A) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDMDUAL 
CORPORATIONS, 1919-23. MAJOR CROUP 6: PAPER 

ACCU- Atcu- ACCU- ACCU- ACCU-
PERCENTAGe MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY svc- PERCBNT- BY IUC- PERCENT- BY suc- PERCENT- DyaUe- PERCBNT- BY SUC-

TO CAPI- AGBIN eESlIVB AGB IN CESSIVB AGHIli CESSIVE AGE IN CBSSIVB AGHIN CESSIVB 
TALIZATION EACH CLASS CLASlE8 BACH CLASS CLASSES EACH CLASS CLASSES BACH CLAS! CLASSES BACH CLASS CLASSE' 

1919 1920 1921 1922 1923 

Zero to 4 2.7 2.7 0.9 0.9 22.7 22.7 9.S 9.S 10,9 10.9 
5 to 9 8.2 10.9 1.8 2.7 21.3 44.0 19.0 28.5 22.7 33.6 

10 to 14 12.7 23.6 5.5 8.2 22.7 66.7 17.2 45.7 22.7 56.3 
15 to 19 10.0 33.6 10.9 19.1 18.7 85.4 21.0 66.7 13.6 69.9 
20 to 24 16.4 50.0 10.9 30.0 6.7 92.1 5.7 72.4 U.8 8U 
25 to 29 5.5 55.5 9.1 39.1 1.3 93.4 9.5 82.9 4.6 86.3 

SO and over 44.5 100.0 60.9 100.0 6.6 100.0 18.1 100.0 13.7 100.0 

(B) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1924-28. MAJOR GROUP 6: PAPER 

Zero to 4 
S to 9 

10 to 14 

10.0 
30.0 
25.5 

1924 

10.0 
40.0 
65.5 

tt.o 
24.8 
33.0 

1925 

It.O 
35.8 
68.8 

It.9 
30.3 
22.9 

1926 

It.9 
42.2 
65.1 

12.7 
26.3 
25.5 

1927 

12.7 
39.0 
64.5 

12.8 
35.8 
24.8 

1928 

12.8 
48.6 
71.4 

-Z 
t:l 
C 
en .., 
'" -> 
t-' 

'" '" o .., -.., 
en 



15 to 19 
20 to 24 
25 to 29 

30 and over 

U.6 
U 
3.6 

10.9 

79.1 
U.S 
89.1 

100.0 

U.8 
4.6 
6.4 
6.4 

82.6 
87.2 
93.6 

100.0 

15.6 
9.2 
3.1 
6.4 

80.1 
89.9 
93.6 

100.0 

18.2 
5.5 
5.5 
6.3 

82.7 
88.2 
93.7 

100.0 

10.1 
7.3 
4.6 
4.6 

83.5 
90.8 
95.4 

100.0 

<II 

i:: 
> 
l"' 
l"' 

(") 

o 
'" ... 
o 
~ 
> 
o-j -o 
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CHAPTER 35 

PRINTING AND PUBLISHING 

THE major group Printing and Publishing is made up of four minor 
groups. Descriptions appeared in Ch. 16. 
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TABLB 74- ." 

'" PRINTING AND PUBLISHING GROUPS, SMALL NON-IDENTICAL 
Z 

MANUFACTURING CORPORATIONS SERIES 'i -(A) SIZB AND CHARACTER OF SAMPLE Z 
AVERAGB CAPITAL " PER CORPORATION 1 

(thousands en 

NUMBER OF CORPORATIONS 0' dollars) a: 
> 

1919 1920 1921 1922 1921 1924 1925 1926 1927 1928 ARITHMETIC MEAN t-' 
Major group t-' 

7 Printing and publi!lbing 144 184 203 162 152 1S4 145 146 179 iS3 126 
Minor group n 

0 34 Newspapers 38 88 89 89 61 64 56 119 54 59 117 

'" 35 Job printing 93 90 96 88 93 88 85 93 96 95 136 ." 
37 Milcellaneous pnntmg 0 

aod publishing 29 29 26 8 IS 12 26 27 31 36 129 '" 1 Total capital (i.e., inc1udes funded debt) as of December 31, 1928. > 
'i -0 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 Z 
(B) PERCENTAGB INCOME TO SALES en 

Major grouJ 
7 Printing and publishing 1Q.9 10.8 9.1 11.1 9.1 9.6 9.9 10.9 8.0 6.8 

Minor oroup 
34 Newspapers 18.5 17.6 13.3 15.4 11.4 20.0 16.5 11.4 11.6 9.2 
96 Job printing 1.S 1.1 S.S 1.6 7.0 7.4 S.1 6.7 7.2 6.8 .-, 
37 Miscellaneous printing and publishing 9.3 10.5 4.3 6.7 12.6 7.8 6.4 9.2 6.2 7.1 "'" 0 ...., 

'-' 



TABLE 74 (continued) 

1919 1920 1921 1922 
(e) PERCENTAGE INCOME TO CAPITALIZATION 

M ajar group 
1 Prioting and pUblishing 

Mi"or gro"1 
34 Newspapere 
36 Job printing 
31 Miscellane'oul printing and pUblishing 

22.1 21.1 

IB.S 22.2 
16.6 22.9 
3S.0 30.0 

(D) PERCENTAGE PROFIT TO TOTAL CAPITAL 

Major groul 
1 Printing and publishing 

Minor group 
34 New.papen 
36 Job printing 
51 Milcellaneoul printing and publi.bing 

16.2 16.3 

18.4 19.0 
12.6 IS.I 
13.3 20.0 

1923 1924 1925 1926 1927 

14.4 14.2 13.2 14.4 13.2 

16.0 IS.3 IS.S 13.6 13.8 
14.6 12.4 11.2 13.9 13.8 
2S.3 20.0 13.6 20.4 16.4 

1928 

12.1 

IS.O 
14.S 
11.8 

14.0 12.6 13.9 12.8 11.9 

IS.2 1S.2 13.1 13.0 14.3 
12.0 10.9 13.6 13.4 14.3 
20.0 13.6 19.8 16.4 11.6 

(E) FREQUENCY DISTRIBUTIONS OF PBRCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, I 9 I 9-23. MAJOR GROUP 7: PRINTING AND PUBLISHING 

PERCENTAGE 
INCOME 
TO CAPI

TALIZATION 

Zero to 4 
S to 9 

ACCU- ACCU-
MULATED MULATED 

PERCENT- BY SUC- PERCENT- BY SUC- PERCENT-

ACCU
MULATED 

BY suc
CESSIVE 
CLASSES 

AGE IN CESlIVB AGE IN CESSIV! AGE IN 
EACH CLASS CLASSES BACH CLASS CLASSES BACH CLASS 

1919 1920 1921 
1.4 1.4 3.3 3.3 4.4 4.4 
9.7 11.1 4.9 8.2 11.3 1l.7 

ACCU~ 

MULATED MULATED 
PERCENT~ BY SUC~ PERCENT~ BY SUC-

ACE IN C!SSIVB AGB IN CESSIVE 
BACH CLAU CLASSBS EACH CLASS CLASSES 

1922 1923 
7.4 7.4 9.2 9.2 

17.9 2S.3 IS.l 24.3 



10 to 14- 16.0 27.1 13.0 21.2 25.2 40.9 21.0 46.3 23.7 48.0 .. 
IS to 19 13.9 41.0 13.6 34.8 19.7 60.6 16.1 62.4 11.2 59.2 :<> 

20 to 24 10.4 l1.4 14.1 48.9 U.8 73.4 9.9 72.3 13.2 72.4 Z 
25 to 29 9.7 61.1 14.1 63.0 7.4 80.8 8.6 80.9 l.9 78.3 .., 

30 and over 38.9 100.0 37.0 100.0 19.2 100.0 19.1 100.0 21.7 100.0 -Z 
0 

(p) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO· 
en 

RATIONS, 1924-28. MAJOR CROUP 7: PRINTING AND PUBLISHING ::: 
1924 1925 1926 1927 1928 > 

t-< 
Zero to 4 5.2 5.2 6.9 6.9 8.9 8.9 8.9 8.9 12.4 12.4 t-< 

5 to 9 27.3 32.l 24.1 31.0 19.9 28.8 23.5 32.4 23.5 35.9 
10 to 14- 21.4 53.9 23.4 54.4 21.2 50.0 21.8 54.2 24.2 60.1 n 
IS to 19 11.7 65.6 14.5 68.9 16.4 66.4 15.1 69.3 13.7 73.8 0 

:<> 
20 to 24 14.3 79.9 8.3 77.2 13.7 80.1 9.S 78.8 7.9 81.7 .. 
25 to 29 3.2 83.1 6.9 84.1 6.9 87.0 8.4 87.2 3.3 85.0 0 

30 aDd over 16.9 100.0 1S.9 100.0 13.0 100.0 12.8 100.0 IS.O 100.0 :<> 
> .., -0 
Z 
en 



TABLE 75 
DISTRIBUTIONS OF EARNINGS RATES, PRINTING AND PUBLISH

ING, LARGE IDENTICAL MANUFACTURING CORPORATIONS 
SERIES 

(companies with net incomes only) 

(A) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1 9 19-23. MAJOR GROUP 7: PRINTING AND PUBLISHING 

ACCU- Aceu- Aceu- Aceu- ACCU-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY SUC-
TO CAPI- AGllN CE8SIva AGE IN CESSIVB AGE IN CESSIVE AGHIN CESSIVE AGBIN CBSSIVE 

TALIZATlON EACH CLASS CLASSES BACH CLASS CLASSES EACH CLASS CLASS!S BACH CLASS CLASSES HACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Zero to 4 0.0 0.0 3.0 3.0 4.2 4.2 2.0 2.0 5.1 5.1 

5 to 9 11.1 11.1 8.0 11.0 1S.8 20.0 14.1 16.1 13.1 18.2 
10 to 14 14.1 25.2 7.0 18.0 17.9 37.9 14.1 30.2 18.2 36.4 
IS to 19 11.1 36.3 9.0 27.0 13.7 51.6 13.1 43.3 22.2 58.6 
20 to 24 1S.2 51.5 11.0 38.0 10.5 62.1 17.2 60.5 11.1 69.7 
25 to 29 9.1 60.6 7.0 45.0 16.8 78.9 4.1 64.6 11.1 80.8 

30 and over 39.4 100.0 55.0 100.0 21.1 100.0 35.4 100.0 19.2 100.0 

(S)FREQUENCY DISTRIBUTIONS OF PERCBNTAGES OF TOTAL PROFIT TO TOTAL CAPITAL1 INDIVIDUAL CORPO
RATIONS, 1924-28. MAJOR GROUP 7: PRINTING AND PUBLISHING 

Zero to 4 
5 to 9 

4.0 
18.0 

1924 

4.0 
22.0 

6.0 
20.0 

1925 
6.0 

26.0 
9.1 

13.1 

1926 

9.1 
22.2 

IS.O 
22.0 

1927 
IS.O 
37.0 

6.0 
18.0 

1928 

6.0 
24.0 

-

-



10 to 14 ZO.O 42.0 17.0 43.0 
15 to 19 19.0 61.0 18.0 61.0 

20 to 24 !l.0 76.0 15.0 76.0 
2S to 29 10.0 86.0 8.0 84.0 

30 and over 14.0 100.0 16.0 100.0 

23.2 45.4 20.0 57.0 
20.2 65.6 16.0 73.0 
10.1 75.7 8.0 81.0 

9.1 84.8 8.0 89.0 
15.2 100.0 11.0 100.0 

30.0 54.0 'V 

21.0 75.0 l" 

6.0 81.0 -Z 
8.0 89.0 >l 

11.0 100.0 -Z 
t;) 

en 
;;: 
> 
t"' 
t"' 

() 

0 
l" 
'V 
0 
l" 
> 
>l -0 
Z 
en 



CHAPTER 36 

CHEMICALS 

THB major group Chemicals is made up of seven minor groul's 
Descriptions appeared in Ch. 17. 
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TABLE 76 (") 

:Il 
CHEMICAL GROUPS, SMALL NON-IDENTICAL MANUFACTURING t'1 

CORPORATIONS SERIES s:: 
(A) SIZB AND CHARACTER OF SAMPLE 

.., 
AVER.AGE CAPITAL. > 

PER. CORPORATION J 
t'" 

(thoulands <II 

NUMBER OF CORPORATIONS ./d.llars) 
<II 

1919 1920 1921 1922 19?3 1924 1925 1926 1927 1928 AIUTHMETIC MHAN' a:: 
Major grQllp > 

8 Chemicals 11 16 61 84 86 108 91 84 109 110 213 t'" 
M i"or group t'" 

39 Paints 46 41 41 41 48 46 41 46 48 SO 192 (") 
40 Petroleum 4S 41 41 40 44 43 41 42 41 43 2S6 0 

, Total capital (i.e., include. funded debt) as of December 31, 1928. ~ 
"Cj 

0 

1919 1920 1921 1922 1923 1924 1925 1926 1927 
~ 

1928 > 
(B) PERCENTAGB INCOMB TO SALES 

>-l 
~ 

0 
Major group Z 

8 Cbemical. 6.2 6.1 6.4 1.3 S.7 .7.6 7.1 8.6 8.2 6.S '" Minor group 
39 Paints 9.3 S.1 6.0 1.S 1.5 6.9 S.2 S.9 6.2 1.0 
40 Petroleum '-4 3.1 1.9 4.0 4.4 4.0 8.3 4.8 4.9 5.6 

,....., 
.j>. -W 
'-' 



TABLE 76 (continued) ......, 
oj>. 

1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 -oj>. 
L-.J 

(c) PERCENTAGB INCOME TO CAPITALIZATION 

Maior grou, 
8 Chemicals 18.4 13.9 11.4 13.0 11.8 15.6 13.3 14.0 13.3 9.8 

MintJr IrDu, 
39 Paintl 23.5 15.4 10.9 19.7 IS.O 11.2 11.5 12.3 13.0 11.9 
40 Petroleum 10.9 9.5 5.0 7.9 9.0 7.0 9.0 9.1 6.1 10.5 

(D) PERCENTAGB PROFIT TO TOTAL CAPITAL 

Maior grou' 
'8 Chemical. 15.3 13.2 13.8 12.0 9.7 

Minor group 
39 Paints 10.6 .11.3 11.8 12.7 11.6 
40 Petroleum 7.0 9.D 8.7 6.1 10.3 -Z 

'" (B) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL c:: 
'" CORPORATIONS, 1 9 19-23. MAJOR GROUP 8: CHEMICALS >-l 

Aceu- Aceu- Aceu- Aceu- ACCU-
:>:f 

PERCENTAG! MULATED MULATED MULATID MULATED MULATED > 
INCOME PERCINT- BY sue- J>£RCENT- BY suc- PERCENT- BY sue- PERCENT- BY8UC- PERCENT- BY sue- t"' 
TO CAPI- AGE IN CRUIV! ACE IN C!SSIVE AGE IN CHSSIVE AGE IN CWIVE AG81N CISSIV! 

TALIZATION EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSES EACH CLASS CLASSES ... 
1919 1920 1921 1922 1923 

,. 
0 

Zero to 4 2.6 2.6 10.5 10.5 16.4 16.4 16.7 16.7 . 14.0 14.0 .., 
5 to 9 16.9 19.5 13.2 23.7 22.9 39.3 21.4 38.1 18.6 32.6 -

10 to 14 18.2 37.7 18.4 42.1 19.7 59.0 8.3 46.4 19.8 52.4 >-l 

'" 



IS to 19 16.9 54.6 18.4 60.5 18.0 77.0 13.1 59.5 16.3 68.7 

20 to 24- 1S.6 70.2 1S.8 76.3 4.9 81.9 14.3 73.8 8.1 76.8 

25 to 29 11.6 81.8 6.6 82.9 6.6 88.5 6.0 19.8 2.3 19.1 

30 and over 18.2 100.0 11.1 100.0 11.5 100.0 20.2 100.0 20.9 100.0 

(F) FREQUENCY DISTRIBUTIONS OF PERCBNTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO-
RATIONS, 1924-28. MAJOR GROUP 8: CHEMICALS 

1924 19Z5 19Z6 19Z1 19Z8 
Zero to 4 13.9 13.9 6.6 6.6 19.0 19.0 11.0 11.0 15.5 IS.S 

5 10 9 17.6 31.5 18.7 25.' 21.4 4D.4 1M 27.5 17.' 32.8 
10 to 14 16.7 48.2 21.9 47.2 IS.S 55.9 21.1 48.6 23.6 56.4 
IS to 19 11.1 59.3 16.5 63.7 11.9 67.8 11.4 66.0 12.7 69.1 
20 to 24 12.0 71.3 13.2 16.9 8.3 16.\ 13.8 19.8 12.7 81.8 
25 to 29 8.3 79.6 4.4 8\.3 7.2 83.3 3.7 83.5 2.7 84.5 

30 and over 20.4 100.0 18.7 100.0 16.7 100.0 16.5 100.0 1S.5 100.0 

-o 
Z 
en 



TABLE 77 
DISTRIBUTIONS OF EARNINGS RATES. CHEMICALS. LARGE 

IDENTICAL MANUFACTURING CORPORATIONS SERIES 

(companies with net incomes only) 

(A) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
COllPORATIONS, 1919-23, MAJOR GROUP 8: CHEMICALS 

Aceu- Aceu- Aceu- Aceu- Aceu ... 
PERCENTAGB MULATED MULATED MULATED MULATBD MULATED 

INCOME PERCENT- BY suc- plRClNT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY sue-
TO CAPI- AGHIN CE881YB ACE IN CESSIVE AGE IN CESSIVE AGBIN CESSIVB AGHIN CBSSIVB 

TALlZATION EACH CLAM CLASSES EACH CLASS CLASSES BACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Zuo to 4 4.3 4.3 12.2 12.2 22.5 22.5 11.8 11.8 10.6 10.6 

S to 9 8.7 13.0 17.2 29.4 24.2 46.7 14.7 26.5 I8.B 29.4 
to to 14 11.1 24.1 15.2 44.6 16.0 62.7 \2.8 39.S 19.3 48.7 
IS to 19 14.4 38.5 14.7 59.3 B.9 71.6 13.7 53.0 IS.z 63.9 
20 to 24 12.5 51.0 9.S 6B.6 8.S 79.9 I1.S 64.3 11.2 75.1 
2S to 29 10.1 61.1 6.9 75.5 1.0 82.9 7.8 72.B 5.6 80.7 

SO and over lB.9 100.0 24.5 100.0 17.1 100.0 27.9 100.0 19.3 100.0 

(B) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1924-28. MAJOR GROUP 8: CHEMICALS 

Zero to 4 
5 to 9 

10 to 14 

9.4 
25.2 
19.3 

1924 
9.4 

34.6 
5S.9 

8.7 
23.2 
20.8 

1925 
B.7 

31.9 
52.7 

7.4 
19.6 
24.0 

1926 
7.4 

27.0 
S1.0 

14.2 
18.3 
22.8 

1927 
14.2 
32.S 
55.3 

12.8 
18.7 
21.2 

1928 
12.8 
51.5 
54.7 



15 to 19 
20 to 24-
2S to 29 

30 and over 

8.9 
12.9 

5.0 
19.3 

62.8 
75.7 
80.7 

100.0 

13.0 
8.7 
6.3 

19.3 

65.7 
74.4 
80.7 

100.0 

15.2 
10.3 
4.4 

19.1 

66.2 
76.5 
80.9 

100.0 

15.7 
7.6 
4.6 

16.8 

71.0 
78.6 
83.2 

100.0 

11.8 
13.3 
4.4 

1S.8 

66.5 r. 
79.8 ::: 
84.2 t'1 

100.0 ::: -n 
> 
t"' 

'" 
'" ::: 
> 
t"' 
t"' 

n 
0 
:<! 
"d 
0 
)0 

> 
>-l -0 
Z 
en 



CHAPTER 37 

STONE, CLAY AND' GLASS 

THB major group Stone, Clay and Glass is made up of four minor 
groups. Descriptions appeared in Ch. 18. 
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TABLE 78 U> 
.>oj 

STONE, CLAY AND GLASS GROUPS, SMALL NON-IDENTICAL 0 

MANUFACTURING CORPORATIONS SERIES Z 

"' (A) SIZE AND CHARACTER OF SAMPLB 
.. 
en 

olVERAGB CAPITAL ;;:: 
.PER CORPORATION \ :> 

(thousands l" 
HUMBER or CORpORATIONS of doUo,,) l" 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ARITHMETIC MEAN () 
Major flfOUp 0 

9 StoDe, clay and glass 70 83 94 76 84 SS 81 91 83 67 214 l>' 
Minor group '" 4-5 Ceramics 90 95 85 93 93 96 90 88 97 92 286 0 

"" Miscellaneous clay and l>' 
'tone products 31 37 38 39 4I 36 55 +7 50 34 192 :> .., 

J Total capital (i,e., includes funded debt) al of Decem~er 31, 1928. ~ 

0 
~ 
en 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 
(B) PERCENTAGB iNCOMB TO SALllS 

Major group 
9 Stone, day aud glass 10.Z 8.Z 1.4 9.9 11.0 8.7 8.6 8.7 8.6 1.4 

Minor group 
4S Cc.ramtCl 1l.4 11.1 8.7 10.9 12.6 9.8 9.Z 8.6 8.9 9.4 
48 Miscella.neous clay and .-. 

atone products 10.0 6.6 6.1 11.0 11.9 7.5 8.5 8.6 9.3 6.9 .j>. -'"' L..> 



TABLB 78 (continued) 

1919 1920 1921 1922 1923 192# 1925 1926 1927 1928 
(c) PERCENTAGB INCOMB TO CAPITALIZATION 

Major IIroup 
9 Stone, clay and glall 9.0 IU 7.4 13.9 IS.O 10.1 12.7 13.2 11.6 8.8 

Mi"or group 
45 Ceramic. 12.8 14.5 11.5 13.0 14.5 11.6 10.1 12.0 8.9 9.6 
48 MisceJlaneou. day aod 

stoDe products 16.5 15.0 17.1 14.2 18.2 8.6 13.3 IU 1S.3 6.9 

(D) PERCENTAGB PROFIT TO TOTAL CAPITAL 

Major groul 
9 Stone, clay IDd gla .. 9.9 11.9 12.6 11.3 8.6 

Mi"or ,roup 
45 Ceramics 11.5 10.0 11.7 8.7 9.3 
48 Milcelianeoul clay and .tone product. 8.5 12.9 13.2 14.8 6.9 

(E) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOMB TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 9: STONE, CLAY AND GLASS 

Aceu- ACCU- Aceu- Aceu- AceU-
PERCRNTAGE MULATED MULATED MULATED MULATED MULATED 

INCOMB PERCENT- BY suc- PERCENT- DY sue- PJRCENT- BTSVe- PERCENT- BY sue- PERCENT- BY sue-
TO CAPI- AGIIN CWIV! AGIl IN CUlIVB AGE IN CBSSIVB AGE IN CRUIV! AGE IN CESSIVE 

TALIZATION BACH CLASa CLASSS. BACH CLASS CLASSES BACH CLASs CLASSES EACH CLASS CLASSES BAcH CLAY CLA8SE' 

1919 1920 1921 1922 1923 
Zero to 4 11.4 11.4 2.4 2.4 19.2 19.2 5.! 5.3 8.3 8.! 

5 '0 9 15.8 27.2 21.7 2U 22.! 41.< 2!.7 29.0 21.4 29.7 

,...., 
~ 
N 
<:> 

L....I 

.., 
'" 



10 to 14 1U 38.6 20.5 44.6 18.1 59.6 21.0 50.0 17.9 47.6 en 
IS to 19 21.4 60.0 20.5 65.1 8.5 68.1 11.8 61.8 11.9 59.5 

o-j 

20 to 24 10.0 70.0 6.0 71.1 12.8 80.9 9.2 71.0 13.1 72.6 
0 

25 '0 29 10.0 80.0 U 79.5 7.4 88.3 5.3 76.3 7.2 79.8 Z 
SO and over 20.0 100.0 20.5 100.0 11.7 100.0 23.7 100.0 20.2 100.0 

t'l 

en 

(p) PREQUENCY DISTRIBUTIONS OP PERCBNTAGES OP TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO-
::: 
> 

RATIONS, 1924-28. MAJOR GROUP 9: STONE, CLAY AND GLASS l"' 

1924 1925 1926 1927 1928 
l"' 

Zero to 4 15.9 1S.9 9.9 9.9 12.1 12.1 1S.7 15.7 20.9 20.9 (") 

5 '0 9 17.0 32.9 19.7 29.6 23.0 35.1 21.7 37.4 23.9 44.8 0 
10 '0 14 21.6 54.5 21.0 50.6 20.9 56.0 25.3 62.7 16.4 61.2 I" 

IS '0 19 9.1 63.6 21.0 71.6 14.3 70.3 12.0 14.7 4.5 65.7 
..., 

20 to 24 9.1 72.7 9.9 81.5 8.8 79.1 6.0 80.7 11.9 17.6 0 
I" 

2S '0 29 9.1 81.8 6.2 81.1 1.1 86.8 1.6 8U 6.0 83.6 > SO and over 18.2 100.0 12.3 100.0 13.2 100.0 1S.7 100.0 16.4 100.0 o-j -0 
Z 
en 



TABLE 79 
DISTRIBUTIONS OF EARNINGS RATES, STONE, CLAY AND GLASS, 
LARGE IDENTICAL MANUFACTURING CORPORATIONS SERIES 

(companies with net incomes only) 

(A)· FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP 9: STONE, CLAY AND GLASS 

Aceu- Aceu- Aceu- ACCU- ACCU-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY suc- PERCENT- BY sue- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY SUC-

TO CAPI- AGE IN CEUIY! AcE IN CUSIV! AGE nl CESSIVB AGBIN C;BSSIVE AGE IN CESSIVB 
TALIZATION BACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS . CLASSES BACH CLASS CLASSES BACH CLASS CLAsse 

1919 1920 1921 1922 1923 

Zero to 4 6.1 6.1 3.S 3.S 2S.S 21.S 10.1 10.1 2.7 2.7 
5 to 9 17.5 23.6 12.4 15.9 19.4 44.9 17.5 28.0 11.4 14.1 

10 to 14- 18.4 42.0 22.1 38.0 17.3 62.2 19.3 47.3 14.0 28.1 
15 to 19 13.2 55.2 15.9 53.9 16.3 78.5 8.8 56.1 17.5 45.6 
20 to 24 9.7 64.9 8.0 61.9 7.2 85.7 6.1 62.2 17.5 63.1 
25 to 29 7.0 71.9 7.1 69.0 8.2 93.9 16.7 78.9 13.2 76.3 

30 and over 28.1 100.0 31.0 100.0 6.1 100.0 21.1 100.0 23.7 100.0 

(D) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO~ 
RATIONS, 1924-28. MAJOR GROUP g: STONE, CLAY AND GLASS 

Zero to 4 
5 to 9 

10 to 14 

8.0 
16.8 
18.6 

1924 

8.0 
24.8 
43.4 

5.3 
16.8 
22.1 

1925 

S.3 
22.1 
44.2 

5.3 
22.8 
21.1 

1926 

5.3 
28.1 
49.2 

12.4 
29.2 
26.6 

1927 

12.4 
41.6 
68.2 

11.7 
29.7 
20.7 

1928 

11.7 
41.4 
62.1 

-



IS to 19 
20 to 24 
25 t. 29 

SO and over 

24.7 
11.5 
8.0 

12.4 

68.1 
79.6 
87.6 

100.0 

19.5 
14.2 

8.8 
13.3 

63.7 
77.9 
86.7 

100.0 

24.6 
10.s 

6.1 
9.6 

73.8 
84,3 
90.4-

100.0 

11.5 
8.8 
2.1 
8.8 

79.1 
88.5 
91.2 

100.0 

13.6 1S.1 '" 9.0 84.1 
o-j 

5.4 90.1 
0 

9.9 100.0 
Z 
t» 

'" /:: 
> 
t"' 
t"' 

n 
0 
~ ..., 
0 ,. 
> 
o-j 

0 
Z 
'" 



CHAPTER 38 

METALS 

THE major group Metals is made up of twenty-two n:inor groups. 
Descriptions appeared in Ch. 19. 
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TABLE 80 a:: 
METALS GROUPS, SMALL NON-IDENTICAL 

I'l 
MANUFACTURING >-l 

CORPORATIONS SERIES > 
t-' 

"VERAca CAPITAL '" (A) SIZ!! AND CHARACTER OF SAMPLB PIR CORPORATION' 1 
('RoUland, '" NUMBER OF CORPORATIONS 0/ doll.,,) a:: 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ARITHMETIC MBAN 
> 
t-' 

Maior grou, t-' 
10 Metals 357 387 271 332 359 336 352 372 373 369 166 

Minor group n 
49 Casting. aod forging. 99 98 96 92 93 88 91 93 97 95 234 0 
SO Sheet metal 90 93 95 90 93 97 92 90 96 94 162 ". 

52 Heating machinery 49 48 48 46 46 46 45 46 47 43 186 ... 
0 

53 Electrical machinery 19 21 34 29 !I 30 19 31 40 36 156 ". 
62 Motor vehicles 90 88 90 84 87 90 79 91 95 82 147 > 
65 Tools 46 49 47 46 48 42 48 4S 49 46 236 >-l 
61 _Mitcelianeoul machinery 35 59 23 23 48 22 64 SO 35 35 148 -
70 Miscellaneous metal. 41 40 25 37 39 55 24 33 39 22 220 0 

Z 
ITotal capital (i.e., includes funded debt) •• of Decem'Jer 31, 1928. rn 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 
(B) PBRCBNTAGB INCOMB TO SALES 

Major ,roup .-, 
10 Metall 7.6 6.3 7.8 7.7 8.1 7.7 6.5 7.1 7.0 7.5 

oj>. 
to.) 
In 
~ 



TABLB 80 (continued) ,-, 
oj>. 

1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 <-> 
0\ 
'-' 

Mitior group 
49 Castings and forgings 8.2 S.2 6.0 9.2 6.6 S.9 6.4 6.9 6.4 6.2 
50 Sheet metal 8.4 6.6 S.1 6.8 6.4 6.3 7.1 S.9 6.0 6.6 
52 Heating and ventilating machinery 9.0 6.3 6.S 10.1 10.1 6.1 7.3 6.1 S.3 6.1 
53 Electrical macbinery 7.3 S.8 S.7 6.S 8.3 S.S 6.9 4.8 6.6 8.0 
62 Motor vehicles S.S 3.8 4.S S.8 7.4 6.S 7.0 S.9 6.1 6.4 
65 Toola 9.7 10.0 6.9 S.7 7.S 7.1 9.3 6.9 7.S 8.6 
67 Miscellaoeou. machinery 10.6 7.4 7.2 10.7 8.2 10.9 10.8 8.7 6.2 8.6 
10 Milcellaneoul metal. 7.S 4.9 10.4 11.4 8.S 6.8 6.0 7.7 7.7 11.3 

(cl PER.CENTAGE INCOMB TO CAPITALIZATION 

Major group 
10 Metal. 14.8 12.7 10.6 12.4 14.4 10.8 10.8 11.3 11.4 13.S ~ 

Minor group Z 
49 Caltings and forgings 16.0 12.4 8.6 16.4 11.7 10.0 13.1 14.6 12.3 10.9 0 

SO Sheet metal 19.7 16.6 9.1 U.S 12.3 13.1 14.7 11.9 12.9 12.7 c::: 
S2 Heating and ventilating machinery 17.4 13.9 9.6 16.0 17.1 9.6 12.4 9.3 8.9 9.4 

en 
>oj 

53 Electrical macbinery 1S.9 13.S 9.8 11.1 18.0 12.3 19.2 11.1 13.8 IS.O l>d 
62 Motor vehicle. 10.2 9.7 6.9 6.7 13.8 12.9 10.S 11.9 12.S IS.S ~ 

6S Tool. 18.2 17.2 6.6 8.8 11.1 11.9 12.4 11.6 1D.9 12.8 > 
67 Mitcellaneoul machinery 20.8 IS.S 9.3 13.3 10.2 9.1 9.6 12.4 8.7 12.0 t"' 

10 Miscellaneous metal. 12.8 8.9 11.S 10.7 12.S 10.7 1!.6 13.9 9.2 16.2 ... 
l>d 
0 .., 
.., 



1924 1925 1926 1927 1928 ::: 
(D) PERCENTAGE PROFIT TO TOTAL CAPITAL t'l 

"I 
MajDr groul > 

10 Metal. 10.6 10,6 11.2 11.1 13.1 l'" 
Mirror group en 

49 Castings and forging. 9.8 12.6 14.1 12.1 10.3 
SO Sheet metal 12.9 14.3 11.6 12.1 12.4 

en 

52 Heating and ventilating machinery 9.5 12.3 9.2 8.7 9.4 ::: 
53 Electrical machinery 12.1 18.8 10.8 13.0 14.6 > 

l'" 62 Motor vehicle. 12.5 10.3 11.5 12.3 1l.1 l'" 
6S Tool. 11.S 12.2 11.1 10.7 11.2 
67 MiscellaneouB machinery 9.1 9.6 12.1 8.7 11.0 r. 
70 MisceIlaneoul metal. 10.5 12.9 13.5 8.9 15.9 C 

"" >c: 
(B) FRBQUENCY DISTRIBUTIONS OF PBRCBNTAGBS OF TOTAL NET INCOME TO CAPITALIZATION, INDIV}DUAL 0 

CORPORATlONS, lq19-23. MAJOR GROUP 10: METALS "" > 
ACCU- ACCU- Aceu- Aceu- Aceu- "I 

. PERCENTAGE MULATBD MULATBD MULATED MULATED MULATED 
~ 

INCOMB PERCENT- ByaUe- PBRCENT- BY IUC- PERCENT- BY SUC- PERCENT- BY SUC- PBleBNT .. BY 9UC- 0 
TO CAPI- AGE IN CESSIVB AGE IN CESSIVB ACE IN C!SSIVB AGE IN CHIIIVI AGE IN CHiIIV! Z 

TALIZATION BACH CLASS CLASSE' EACH CLASS CLASSEI BACH CLASS CLASlE, BACH CLASS CLASSES EACH CLAD CLASS88 
en 

1919 1920 1921 1922 1923 

Zero to 4 7:0 7.0 7.8 7.8 17.4 17.4 13.8 !l.8 10.8 10.8 
5 to 9 12.9 19.9 19.6 27.4 26.9 44.3 20.5 34.3 1S.9 26.7 

10 to 14 22.7 42.6 19.6 47.0 19.9 64.2 16.3 50.6 19.8 46.5 
IS to 19 16.5 59.1 14.5 61.5 11.1 7S.1 14.8 '65.4 1S.9 62.4 
20 to 24 11.7 70.8 10.8 72.3 8.5 83.8 9.3 74.7 9.5 71.9 

,....., 
~ 

2S to 29 9.0 79.8 7.8 80.1 3.7 87.5 5.7 80.4 5.0 76.9 '" 30 and over 20.2 100.0 19.9 100.0 12.S 100.0 19.6 100.0 23.1 100.0 
...., 
'-' 



TABLE 80 (continued) 

(F) FREQUENQY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
IlATlONS, t 92:4-28. MAJOR GROUP 10: METALS 

PERCENTAGE 
PROFIT 

TO TOTAL 
CAPITAL 

Zero to 4 
5 to 9 

10 to 14 
15 to 19 
20 to 24 
25 to 29 

30 and over 

ACCU-
MULATED 

PERCENT- BYSUC-
AGHIN CRUIV! 

EACH CLASS CLASSE.S 

1924 
14.0 1M 
23.S 37.5 
22.0 59.5 
12.8 72.3 
8.9 81.2 
5.1 86.3 

13.7 100.0 

ACCU-
MULATED 

PERCENT- BY SUC-
AGE IN CESSlVE 

EACH CLMS CLASSES 

1925 
12.8 12.8 
22.2 35.0 
21.9 56.9 
14.8 71.7 
11.9 83.6 

5.1 88.7 
11.3 100.0 

ACCU- ACCU- ACCU-
MULATED MULATED MULATED 

PERCENT- BY sue- PERCENT- BYSUC- PERCENT- BY suc-
ACE IN CESSIVE AGE Ul CESlIVE AGEIK CBSSIVE 

EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS eLASSM 

1926 1927 1928 
9.7 9.7 17.7 17.7 11.4 11.4 

23.4 33.1 23.3 41.0 23.0 34.4 
22.6 55.7 19.3 60.3 20.3 54.7 
14.0 69.7 9.4 69.7 15.2 69.9 
11.5 81.2 8.6 78.3 7.9 77.8 

4.0 85.2 6.4 84.7 4.9 82.7 
14.8 )00.0 IS.l 100.0 17.3 100.0 



TABLE 81 i:: 
DISTRIBUTIONS OF EARNINGS RATES, METALS, LARGE t'l 

IDENTICAL MANUFACTURING CORPORATIONS SERIES '"" > 
(companies with net incomes only) t" 

en 
(A) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 

CORPORATIONS, 1919-23. MAJOR GROUP 10: METALS en 
ACCU- ACCU- ACCU- ACCU- ACtU- s:: 

PERCENTAG! MULATED MULATED MULATED MUtATED MUtATED > 
INCOME PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY SUC- t" 
TOCAPI- AGE 1M CESSIVB AGHIM CE881VE AGE IN C!SSIVE ACE IN CESSIVE ACE 1M CESSIVB t" 

TALIZATION EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASR CLASSES BACH CLASS eLASIIBI 
1919 1920 1921 1922 1923 

() 

0 
Zero to 4 2.7 2.7 5.6 5.6 27.6 27.6 15.1 15.1 7.5 7.5 

"" 5 to 9 6.4 9.1 13.9 19.5 30.2 57.8 17.8 32.9 15.3 22.8 ... 
10 to 14 11.7 20.8 16.6 36.\ 16.4 74.2 18.2 51.1 17.6 40.4 0 
15 to 19 14.1 34.9 13.9 50.0 10.7 84.9 13.6 64.7 20.7 61.1 "" 20 to 24 11.9 46.8 12.9 62.9 5.1 90.0 9.1 73.8 13.7 74.8 > 
25 to 29 8.7 55.5 9.1 72.0 3.0 93.0 8.8 82.6 10.4 85.2 

'"" 30 and over 44.5 100.0 28.0 100.0 7.0 100.0 17.4 100.0 14.8 100.0 -0 
Z 

(B) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO- en 

RATIONS, 1924-28. MAJOR GROUP 10: METALS 

1924 1925 1926 1927 1928 
Zero to 4 13.1 13.1 6.6 6.6 8.6 8.6 12.7 12.7 9.2 9.2 

5 to 9 26.5 39.6 21.8 28.4 22.3 30.9 28.1 40.8 26.3 35.5 
10 to 14 21.8 61.4 27.9 56.3 24.4 55.3 24.9 65.7 20.9 56.4 
IS to \9 15.4 76.8 14.0 70.3 16.6 71.9 14.1 79.8 18.4 74.8 
20 to 24 8.4 85.2 10.5 80.8 10.7 82.6 7.5 87.3 1M 85.2 

,....., 
"'" 25 to 29 5.8 91.0 7.1 87.9 5.2 87.8 4.0 91.3 5.3 90.5 .., 

SO and over 9.0 \00.0 12.1 \00.0 12.2 100.0 8.7 100.0 9.5 100.0 -0 
'-' 



CHAPTER 39 

SPECIAL MANUFACTURING INDUSTRIES 

THE major group Special Manufacturing Industries is made up of 
four minor groups. Descriptions appeared in Ch. 20. For only one 
group, however, can a small corporations sample be presented. 
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U> ... 
I'l 

TABLB 82 n -SPECIAL MANUFACTURING INDUSTRIES GROUPS, SMALL > 
NON·IDENTICAL CORPORATIONS SERIES 

.... 

AVERAGE CAPITAL 
en 

(A) SIZE AND CHARACTER OF SAMPLB PER CORPORATION t 
;;: 

(thousands > 
NUMBER. OF CORPORATIONS oj dollars) .... 

.... 
1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ARITHMETIC MEAN 

Major group n 
11 Special manufacturing 0 

industries 13 14 82 11 16 69 66 100 86 10 113 ~ ... 
Minor ,roup 0 
14 Miscellaneous special ~ 

manufacturing 42 41 49 32 49 51 41 14 59 56 149 > 
I Total 'capital (i.e., includes funded debt) .s of December 31, 1928. 

.., -0 
Z 
en 

1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 
(D) PERCENTAGE INCOMB TO SAl-ES 

Major group 
11 Special manufacturing industriel 1.9 6.8 1.3 1.1 6.7 5.7 7.8 6.1 7.7 5.5 

Minor group 
14 Miscellaneoul .peeial manufacturing 8-6 6-9 7.1 8.6 7.4 5.3 9.3 5.7 7.8 5.0 ..--. 

-I>-w -'-' 



TABLB 82 (continued) 

1919 1920 1921 1922 1923 192/ 1925 1926 1927 1928 
(e) PBRCENTAGE INCOMB TO CAPITALIZATION 

Maior group 
11 Special manufacturing industries 16.8 13.1 6.1 15.8 10.7 10.3 13.1 11.7 13.4 12.7 

Mitior ,roup 
74 Miscellaneous special manufacturing 17.7 13.9 9.2 20.0 13.3 9.0 13.6 11.8 12.3 12.5 

(D) PERCENTAGE PROFIT TO TOTAL CAPITAL 

Major group 
11 Special manufacturing induatriel 10.1 12.7 11.5 13.0 12.3 

Minor group 
14 Miaceilancoul 'pecial manufacturing 9.0 12.9 11.6 12.0 12.2 

(E) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1 9 19-23. MAJOR GROUP 11: SPECIAL MANUFACTURING INDUSTRIES 

Aceu- Aceu- Aceu- Aceu- Aceu-
PERCENTAGE MULATED MULATED MULATED MULATED MULATED 

INCOME PERCENT- BY suc- PERCENT- BY suc- PERCENT- BY SUC- PEReEN,.- BYSUC- PERCENT- BY SUC· 
TO CAPI- AGE IN CRSSIVE AGHIN CESSIVE AGE IN CESSIVB AGE IN CESSIVE AGHIN CESSIVB 

TALIZATION EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Zero to 4 5.5 5.5 9.5 9.5 11.0 11.0 8.4 8.4 7.9 7.9 

5 to 9 12.3 17.8 17.5 27.0 19.5 30.5 21.1 29.5 3Q.3 38.2 
10 to 14 15.1 32.9 14.9 41.9 2M 54.9 9.9 39.4 14.5 52.7 

,.-, 
-I> w 

'" L-J 



15 to 19 13.7 46.6 9.S SI.4 17.1 72.0 14.1 S3.S 11.8 64.S 
20 to 24 16.4 63.0 8.1 S9.S 12.2 84.2 14.1 67.6 11.8 76.3 
25 to 29 13.7 76.7 8.1 67.6 6.1 90.3 S.6 73.2 10.S 86.8 

30 aod over 23.3 100.0 32.4 100.0 9.7 100.0 26.8 100.0 13.2 100.0 

(F) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO~ 
RATIONS, 1924-28. MAJOR GROUP II: SPECIAL MANUFACTURING INDUSTRIES 

1924 1925 1926 1927 1928 
Zero to 4 lS.9 lS.9 10.6 10,6 18.0 18.0 14.0 14.0 11.4 11.4 

S to 9 24.6 40.S 21.2 31.8 2S.0 43.0 19.7 33.7 18.6 30.0 
10 to 14 1S.9 S6.4 27.3 S9.1 16.0 S9.0 12.8 46.S 18.6 48.6 
15 to 19 13.1 69.S 4.S 63.6 19.0 78.0 16.3 63.8 24.3 72.9 
20 to 24 S.8 7S.3 lS.2 78.8 7.0 8S.0 14.0 77.8 8.6 81.S 
2S to 29 4.4 79.7 9.1 87.9 7.0 92.0 S.8 . $3.6 S.7 87.2 

30 and over 20.3 100.0 12.1 100.0 8.0 100.0 17.4 100.0 12.8 100.0 

o 
Z 
cr. 



TABLE 83 
DISTRIBUTIONS OF EARNINGS RATES, SPECIAL MANUFACTURING INDUSTRIES 

GROUPS, LARGE IDENTICAL CORPORATIONS SERIES 

(companies with net incomes only) 

(A) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL NET INCOME TO CAPITALIZATION, INDIVIDUAL 
CORPORATIONS, 1919-23. MAJOR GROUP II: SPECIAL MANUFACTURING INDUSTRIES 

ACCU- ACCU- ACCU- ACCU- ACCti 
PERCENTAGE MULA-TED MULATED MULATED MULATED MULATED 

JNCOME PElCENT- ovaue- PERCENT- BY suc- PERCENT- BYSUC- PERCENT- BYSUC- PERCENT- BYSUC-
TOCAPI- AGE IN CISSIV! ACKIN CESSIYE ACE IN CESSIVE AGE IN CESSIVE AGE IN CESSIVE 

TALIZATION BACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES BACH CLASS CLASSES 

1919 1920 1921 1922 1923 
Zero to 4 0.0 0.0 3.4 3.4 17.1 17.1 10.1 to. I 1.1 1.1 

5 to 9 7.9 7.9 13.6 17.0 21.1 38.2 5.6 1l.7 12.S 13.6 
10 to 14 9.0 16.9 19.3 36.3 21.1 59.3 27.0 42.7 22.7 36.3 
15 to 19 13.5 30.4 20.5 56.8 13.1 72.4 20.2 62.9 23.9 60.2 
20 to 24- 15.7 46.\ 10.2 67.0 9.2 81.6 1M 73.0 11.4 71.6 
25 to 29 10.1 56.2 12.5 79.5 7.9 89.5 6.8 79.8 13.6 85.2 

30 and over 43.8 100.0 20.5 100.0 10.S 100.0 20.2 100.0 14.8 100.0 

(8) FRBQUBNCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1924-28. MAJOR GROUP 11: SPECIAL MANUFACTURING INDUSTRIES 

Zero to 4 
S to 9 

10 to 14 

5.7 
20.S 
23.9 

1924 
5.7 

26.2 
50.1 

5.7 
16.1 
33.3 

1925 
5.7 

21.8 
55.1 

6.7 
21.4 
25.8 

1926 
6.7 

28.1 
53.9 

12.4 
25.8 
21.4 

1927 
12.4 
38.2 
59.6 

11.5 
23.0 
29.9 

1928 
II.S 
34.5 
64.4 

-



15 to 19 
2l> to 24-
25 10 Z9 

30 and ovn 

2M 
10.2 
11.3 

8.0 

70.S 
80.7 
9Z.0 

100.0 

II.S 
II.S 
IG.4 
11.S 

66.6 
18.1 
U.s 

100.0 

1S.8 
14.6 
9.0 
6.7 

69.7 
84.3 
93.3 

100.0 

lS.l 
14.6 
5.6 
4.5 

71.3 
89.9 
91.5 

100.0 

9.2 73.6 '" 
16.1 89.1 .. 

6.9 96.6 I'l 
("J 

3.+ 100.0 -:.-
t"' 

'" 3: 
:.-
t"' 
t"' 

("J 

0 ,. .. 
0 ,. 
:.-.., -0 
Z 
'" 



CHAPTER 40 

TRADE AND ITS MAJOR GROUPS 

1. EARNINGS UPON INVESTMENT 

THE small Trading corporations sample contains between approxi~ 
mately 1,300 and 1,500 corporations in different years of the period 
1924--28. Frequency distributions for the earnings of individual cor
porations are available for the last four of these five years, but general 
arithmetic mean figures for the return upon investment are to be 
had for only two major groups separately and for only 1924 and 
1928.' No data are available for the return upon sales for the Trade 
division or its major groups. 

In 1924 the return upon investment for All Trade was 12.1 per 
cent; in 1928 the figure was almost exactly the same: 12.0 per cent. 
These returns correspond closely with comparable figures for the 
large Trading corporations sample in the same years: 13.6 per cent 
and 12.6 per cent respectiyely.· 

Only very slight deviations from these figures for All Trade are 
evidenced by Retail Trade and Wholesale Trade. In Retail Trade 
the small corporations series shows a net return of 12.5 per cent 
on investment in 1924 and 12.4 per cent in 1928. In Wholesale 
Trade, the two figures are 12.6 per cent and 11 per cent respectively. 
Table 84 shows the number of corporations in each group as well as 
their average size. 

1 The' five-year series for the several minor groups in Retail Trade aod 
Wholesale Trade given in Ch. 41 and 42 are based upon samples that do 
Dot 'add up' 10 as to form major groups. The reasoDs for this are given in 
Ch. 27 and 44. 

I These figures for the large corporatiOD!!! series are for cDrporatioDIl 
with net incomes only. 
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TRADE: SMALL CORPORATIONS [437] 

2. EARNINGS OF INDIVIDUAL CORPORATIONS 

We may now inquire into the variation of individual rates of in
come received upon investment by the companies belonging to the 
small Trading corporations series in the years 1925-28. No general 
arithmetic mean retutn figures are available, however, for the first 
three of these four years: thus the comparisons will be of the median 
return with the Tates earned by the corporations standing at the upper 
and lower quartiles of the distribu tion. 

In all three years the median return was approximately 13 per 
cent. But, in all three years, a quarter of all the corporations earned 
in excess of 21 per cent while the lowest quarter earned under 8 per 
cent. 

In 1928, the arithmetic mean return for All Trade was 12 per 
cent. About three-fifths of the companies, however, earned in excess 
of this amount. One-quarter of them earned over 22 per cent, while 
the lowest quarter again earned under 8 per cent. Chart 65 shows 
the distribution from year to year by broad classes of earnings rates. 



[438] INDUSTRIAL PROFITS 

CHART 65 

FREQUENCY DISTRIBUTIO>I OF EARNINGS RATES, INDIVIDUAL CD<PANIES 
ALL TRADE 

-- NON-IDENTrCAL CORPORATIONS 

---- IDENTICAL 

-------L-------------

I TO II" 

IIIZI , .. , ' ... 



TRADE: SMALL CORPORATIONS [439] 

TABLE 84 
TRADE AND ITS MAJOR GROUPS, SMALL NON-IDENTICAL 

CORPORATIONS SERIES 

(Ai SIZE AND CHARACTER OF SAMPLE 

All trade 
Major group 

12 Retail trade 
13 Wholesale trade 

1924 
1.350 

742 
397 

NUMBER OF 
CORPORATIONS 

1928 
1,537 

858 
30S 

AVERAGE CAPITAL 
PER CORPORATION t 

(thousands 
of dollars) 

ARITHM.ETlC MEAN 
III 

89 
138 

1 Total capital (i.e., includes funded debt) as of December 31, 1928. 

(B) PERCENTAGE INCOME TO CAPITALIZATION 

All trade 
Major group 
12 Retail trade 
13 Wholesale trade 

(C) PERCENTAGE PROFIT TO TOTAL CAPITAL 

All trade 
Major grou' 

J 2 Retail trade 
13 Wholesale trade 

1924 

12.1 

12.5 
12.6 

11.9 

12.3 
12.4 

1928 

12.0 

12.4 
11.0 

11.7 

12.0 
10.9 



TABLE 84 (continued) 

(D) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1925-28. ALL TRADE 

PERCEWTAGI 
PROFIT 

TO TOTAL 
CAPITAL 

Zero to 4 
5 10 9 

10 10 14 
15 to 19 
20 to 24-
2!to 29 

30 and over 

Aecu-
PERCENT- MULATEDBY 

AGE IN SUCCESSIVE 
BACHCLA88 eLAUBS 

1925 

9.0 9.0 
24.5 US 
23.0 56.5 
15.0 71.S 
8.9 80.4 
5.8 86.2 

13.8 100.0 

ACtu-
PERCENT- MULATEDBY 

AGE IN IUCCESlIVB 
BACH CLASS CLASSES 

1926 

9.9 9.9 
25.4 lS.3 
22.0 57.3 
13.1 70.4 
9.3 79.7 
4.5 84.2 

1S.8 100.0 

ACCU- ACCU-
PERCENT- MULATED BY PERCENT- MULATHD BY 

AGE IN aUCCBMIVB AGE IN SUCCESSIVE 
BACH CLASS CLASSES BACH CLASS CLASSES 

8.9 
28.1 
21.7 
14.4 

8.7 
5.0 

13.2 

1927 

8.9 
37.0 
58.7 
73.1 
81.8 
86.8 

100.0 

9.9 
23.7 
21.4 
14.9 
11.0 
4.9 

14.2 

1928 

9.9 
53.6 
55.0 
69.9 
80.9 
85.8 

100.0 -Z 
t:I 
c::: 
en 
"! 

"' -



PERCENTAGE 
PROFIT 

TO TOTAL 
CAPITAL 

Zero to 4 
5 to 9 

10 to 14 
15 to 19 
20 to 24 
25 to 29 

SO and over 

TABLE 85 

FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL 
PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPORATIONS, 

1925-2~. ALL TRADE 

(lar!le identical tradin!l corporations with net incomes) 

ACCU- Aceu- Aceu-
PERCENT- MULATEDBY PERCENT- MULATBDBT PERCENT- MULATEDBY 

ACE IN IUCCES3IVB ACBIN SUCCESSIVE AGHIN JUCCIlSSIVB 
BACH CLASS CLASSES BACH CLASS CLAssas BACH CLASS CLASSES 

1925 1926 1927 
9.7 9.7 11.9 11.9 13.3 13.3 

27.0 36.7 29.6 41.S 34.0 47.3 
30.4 67.1 29.3 70.8 29.7 77.0 
18.9 86.0 16.9 87.7 12.7 89.7 

5.9 91.9 5.9 93.6 4.I 93.8 
3.5 95.4 2.7 96.3 3.3 97.1 
4.6 100.0 3.7 100.0 2.9 100.0 

ACCU-
P!RCEHr- MULATEDBY 

AGBlli SUCCESSIVE 
BACH CLASS CLASSES 

1928 
16.0 16.0 
34.5 50.5 
28.1 78.6 
12.3 90.9 
4.9 95.8 
2.5 98.3 
1.7 100.0 

'" a:: 
> ... ... 
n 
o 
1>0 
'U 
o 
1>0 
> 
>oj -o 
Z 
'" 

-...... 



CHAPTER 41 

RETAIL TRADE 

THE major group Retail Trade is divided into ten minor groups: 
Automobiles; Men's Clothing; Department Stores; Drygoods; Fur
niture; Groceries; Jewelry j Building Material and Hardware; 
Lumber and Coal; Miscellaneous Retail Trade. In addition to these 
ten divisions, it is possible in one case, MiscelIaneous Retail Trade, 
to effect a further subdivision into several subgroups. 

In both the minor groups and subgroups, however, the data for 
the small corporations series are available only for the five years 
1924-28. The small corporations data for each minor group, as in 
preceding chapters, are compared with the data for the large corpo
rations series over the same period, althougp in the several subgroups 
into which Miscellaneous Retail Trade is divided, this procedure is 
not possible. 
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TABLE 86 
RETAIL TRADE GROUPS, SMALL NON-IDENTICAL CORPORA

TIONS SERIES 

(Al SIZE AND CHARACTBR OF SAMPLE 

NUMBER OF CORPORATIONS 

1924 1925 1926 1927 1928 
Major (lroul 

12 Retail trade I 742 B5B 
Minor group 

75 Automobiles 106 77 100 105 B2 
76 ·Men', clothing 39 37 43 4B 44 
77 Department Itores B7 91 93 93 90 
78 Drygoodl 91 90 B1 96 BB 
79 Furniture 41 41 43 4B 46 
80 Groeeriel B5 79 82 92 B1 
81 Jewelry 45 46 44 48 46 
84 Milcellaneoul retail trade 

i Automobile accelSoriel 58 81 74 82 89 
ii Boots and .boes 46 44 44 47 41 

iii Drugs 86 77 81 86 88 
iv Haberda.hery 36 44 43 49 46 
v Hardware 41 48 44 46 4S 

'Total capital (i.e., include. funded debt) a. of December 31, 1928. 
IData available only for 1924 and 1928 (lee text). 

AVIRAGJI CAPITAL 
PHR COR.PORATION 1 

(thouland, 
of doll • .,) 

ARlTHMETIC MEAN 

B9 

6B 
B6 

236 
91 

160 
B7 

115 

91 
70 
42 
83 
81 

-

(Jl' 

i:: 
> 
I'" 
I'" 

n 
o 

"" ..., 
o 

"" > 
>-l -o 
Z 
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TABLE 86 (continued) ,...., 
"'" (B) PERCENTAGB INCOME (e) PERCENTAGB INCOME t 

TO SALBS TO CAPITALIZATION L....J 

Major group 
1924 1925 1926 1927 1928 1924 1925 1926 '1927 1928 

12 Retail trade , , , , 
12.5' 12.4' 

Minor ,roup 
15 Automobile. 3.4 3.0 2.2 2.5 . 2.0 21.7 19.6 1S.8 17.0 14.6 
76 Men'. clothing 5.1 5.1 4.5 4.9 4.0 14.1 9.9 13.4 10.2 10.5 
71 Department .torea 3.6 4.2 3.6 3.5 3.4 8.5 9.4 9.1 8.0 8.6 
1B Drygood. 4.5 4.5 4.6 5.1 3.6 14.9 15.9 14.8 IU 13.3 
79 Furniture 1.1 7.5 1.0 6.1 5.2 10.8 10.1 11.1 10.4 7.3 
80 Grocerin 2.4 1.1 1.9 1.9 2.3 16.2 9.0 13.2 9.S 13.4 
81 Jewelry 8.1 7.2 6.9 6.1 6.7 10.9 10.7 11.7 10.4 12.0 
84 Miscellaneous retail trade 

i Automobile accellorie. 4.5 5.0 2.9 3.0 3.9 11.6 22.6 14.2 9.7 IU ~ ii Boota Ind .hoe. 5.2 4.6 4.0 5.2 4.6 1S.9 1S.3 13.9 19.9 18.9 Z iii Drug. 3.8 3.7 5.3 5.8 6.2 10.1 11.7 18.3 16.6 19.5 t:I jv Haberdalhery 3.3 4.6 4.2 4.5 3.5 1.1 11.9 11.8 10.8 10.2 c:: 
v Hardware 3.8 5.7 5.6 4.8 S.S 8.7 11.4 11.0 9.5 10.6 en .., 

! Data not Ivailable. ,. 
I Data available only for 1924 and 1928 (lee text). ~ 

;.-
t"' 

'd 
1924 1925 1926 1927 1928 lid 

(D) PERCENTAGE PROFIT TO TOTAL CAPITAL 0 .., 
Maior ,roup 
12 Retail trade I 12.3 12.0 

.., 
en 



Minor group I>d 
75 Automobile. 20.6 18.1 14.9 16.1 14.3 t'I 
76 Men'l clothing 13.8 9.9 13.3 Io.! 10.1 >i 
77 Department atores 8.4 9.1 8.8 1.8 8.4 > -78 Drygoods 14.1 IS.S 14.4 14.1 13.3 t" 
79 Furniture 10.1 10.2 11.2 10.4 1.2 
80 Groceries 16.0 8.9 13.0 9.1 13.1 >i 
81 J .... lry 10.9 10.6 11.7 10.2 11.9 I>d 

> 84- Miacellaneoul retail trade t:l 
i Automobile accellorie. 11.2 21.9 13.6 9.3 13.8 t'I 
il BOOb and .hoe. 15.0 15.2 13.6 19.5 18.6 

iii Druge 9.9 I1.S 18.1 16.4 19.2 CIl 
iv Haberdashery 1.8 11.0 11.6 10.9 10.3 r;:: 
v Hardware 8.7 11.3 11.1 9.5 10.6 > 

S Data available only for 1924 and 1928 (aee tezt). t" 
t" 

(8) FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO-
n 
0 

RATIONS, 1925-28. MAJOR GROUP 12: RETAIL TRADE I>d 
"d 

PERCENTAGB ACCU- ACCU- ACCU- ACCU- 0 
PROFIT PERCENT- MULATEDBY PERCBNT- MULATBDBY PBRCBNT- MULATBDDY PERCENT- MULATEDBY I>d 

TO TOTAL AGE IN 8UCCESSIVB AGBIN 8UCCESSIVE AGBIN IUCCBSSIVE AGBIN IUCCESS[VE > CAPITAL EACH CLASS CLASSES BACH CLAS8 CLASSES EACH CLASS CLASSES BACH CLASS CL ..... >i 
1925 1926 1927 1928 -0 

Zero to 4 8.1 8.1 8.8 8.8 6.8 6.8 8.0 8.0 Z 5 to 9 23.1 31.2 25.1 33.9 26.9 33.1 22.8 30.8 CIl 
10 to 14 23.0 54.2 22.6 S6.S 23.6 57.3 22.0 S2.8 
IS to 19 15.0 69.2 14.0 7005 14.S 71.8 1S.2 68.0 
20 to 24 9.S 78.7 10.5 81.0 9.0 80.8 11.3 79.3 

,....., 
-l» 

25 to 29 S.7 84.4 4.4 85.4 S.3 86.1 S.4 84.7 -l» 
30 and over IS.6 100.0 14.6 100.0 13.9 100.0 1S.3 100.0 

In 
'--' 



PERCENTAGB 
PROFIT 

TO TOTAL 
CAPITAL 

Zero to 4 
5 to 9 

10 to 14-
IS to 19 
20 to 24-
25 to 29 

SO and over 

TABLE 87 
FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL 
PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPORATIONS, 

1925-28. MAJOR GROUP 12: RETAIL TRADE 
(larg. identical trading corporations with net incomes) 

ACCU- ACCU- ACCU- ACCU-
PERCENT- MULATED BY PERCENT- MULATED BY PERCENT- MULATED BY PERCENT- MULATED BY 

AGE IN SUCCESSIVE AGE IN SUCCB8SIVE AGE IN SUCCBSSIVE AGB IN SUCCESSIVE 
EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSES 

1925 1926 1921 1928 
5.7 5.7 6.1 6;1 11.4 11.4 11.5 11.5 

20.8 26.5 21.8 27.9 27.9 39.! 30.5 42.0 
28.! 54.8 31.4 59.! 28.9 68.2 27.0 69.0 
21.7 7Sol 22.5 81.8 16.8 SS.O 16.9 SS.9 

8.1 S6.6 9.3 91.1 l.4 90.4 7.6 91.5 
4.6 91.2 3.6 94.7 4.6 95.0 4.3 97.S 
8.S 100.0 5.3 100.0 5.0 100.0 2.2 100.0 

~ 

Z 
t:1 
c::: 
en 
..; 
:.> -> 
t"' 

'CI 
:.> 
0 
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CHAPTER 42 

WHOLESALE TRADE 

THB major group Wholesale Trade contains eight minor groups: 
Drugs; Drygoods; Groceries; Hardware; Importers and Exporters; 
Building Material and Lumber; Paper; MiseelIaneaus Wholesale 
Trade. In addition to these eight divisions, it is possible in one case,' 
MiseelIaneaus Wholesale Trade, to effect a further division into sub
groups. Again, in both the minor groups and subgroups, data for the 
smaIl corporations series are available only for the five years 1924-28. 
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TABLB 88 

WHOLESALE TRADE GROUPS, SMALL NON-IDENTICAL 
CORPORATIONS SERIES 

(A) SIZB AND CHARACTER OF SAMPLE 

HUMBER OP CORPOIlATIONS 

1924 1925 1926 
Major "oup 

13 Wholesale trade I 397 
Mi"or grQup 
86 Drugl 43 29 42 
87 Drygood. 39 4S 47 
88 Groceries 84 78 8S 
89 Hardware 49 49 <:·8 
99-85 Miscellaneoul wholesale trade 

i Furniture 26 46 48 
ii Jewelry 46 48 48 

1 Total capital (i,e., includes funded debt) a. of December 31, 1928. 
I Data available ooly for 1924 and 1928 (see text), 

1927 

49 
49 
97 
48 

47 
SO 

AVBRA.GB CAPITAL 
PIR CORPORA110N:l 

(thoulands 
0/ d.llars) 

1928 ARITHMmC MBAN' 

308 138 -
43 316 

Z 
t::I 

47 241 c:: 
91 IS7 '" 48 229 t-l 

~ 

46 18S -> 
46 HZ to< 

"d 
~ 
0 
"1 -t-l 
'" 



WHOLESALE: SMALL CORPORATIONS [449] 

TABLB 88 (continu.d) 

19Z4 1925 19Z6 19Z7 19Z8 
(B) PERCENTAGE INCOMB TO SALES 

Mdjor grou, 
13 Wholesale Trade 1 

Mitror grou' 
86 Drugs 2.5 3.3 2.9 3.3 2.9 
87 Drygoods 2.8 2.7 2.0 3.3 2.2 
88 Grocerics 1.9 1.9 1.3 1.7 1.5 
89 Hardware 3.3 3.0 2.9 3.0 4.0 
93-8S Miscellaneous wholesale trade 

i Furniture 3.7 3.4 3.9 2.4 4.1 
ii Jewelry 4.2 4.2 4.4 3.7 3.2 

(C) PERCENTAGE INCOME TO CAPITALIZATION 

Major groul 
13 Wholesale- trade" 12.6 1l.0 

Mi"o,. groul 
86 Drugs 7.8 10.4 10.6 12.6 8.9 
87 Drygoods 10.1 1l.4 7.6 8.7 6.8 
88 Grocerics 9.9 10.3 9.0 8.8 1l.0 
89 Hardware 8.9 8.3 7.8 8.1 9.6 
513-85 Miscellaneous wholesale trade 

i Furniture 9.8 1l.6 14.7 7.9 1l.8 
ii Jewelry 10.7 9.6 12.5 9.6 9.1 

(D) PERCENTAGE PROFIT TO TOTAL CAPITAL 

Mdjor ,roul 
13 Wholesale trade" 12.4 10.9 

Mirror !I'(Jul 
86 Drugs 7.7 10.4 10.5 12.4 8.8 
87 Drygooda 10.1 11.4 7.6 8.6 6.8 
88 Groce-rici 9.9 10.3 9.0 8.7 10.9 
89 Hardware 8.9 8.2 7.7 8.0 9.4 
93-8S MisceJlancoul wholesale trade 

i Furniture 9.6 1l.6 14.5 7.9 11.2 
ii Jewelry 10.7 9.6 12.4 9.( 9.0 

I Data oot available. 
I Data available only for 1924 aod 1928 (.ee tert). 



TABLB 88 (continued) 

(B) FRBQUBNCY DISTRIBUTIONS OF PBRCBNTAGES OF TOTAL PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPO
RATIONS, 1925-28. MAJOR GROUP 13: WHOLESALE TRADE 

PERCENTAGE 
PROFrr 

TO TOTAL 
CAPITAL 

Zero to 4 
5 to 9 

10 to 14 
IS to 19 
20 to 24 
2S to 29 

30 and over 

Aceu· AceD· ACCU- Aceu· 
PERCENT- MULATED BY PlaCENT- MULATBD BY PERCENT- MULATBD aY PIRCENT- )t:ULATBD BY 

AGE IN 8UCCUSIVE AGE IN SUCCESSIVB AGE IN 8UCCESSIVB ACE IN SUCCESSIVB 
BACH CLASS CLASSES EACH CLASS CLASSES BACH CLAM CLASSBI BACH CLASS CLASSES 

1925 
12.a 12.2 11.9 
26.5 38.7 as.9 
23.4 62.1 20.1 
IS.7 77.8 12.8 

7.7 85.5 5.5 
3.7 89.2 4.3 

10.8 100.0 I9.S 

1926 1927 
11.9 14.4 
37.8 29.7 
S7.9 17.6 
70.7 14.1 
76.2 8.1 
80.S 4.0 

100.0 12.1 

14.4 
44.1 
61.7 
75.8 
83.9 
87.9 

100.0 

IS.O 
26.3 
18.8 
12.3 

9.4 
3.2 

IS.O 

1928 
IS.O 
41.3 
60.1' 
72.4 
BI.8 
85.0 

100.0 



PERCENTAGE 
PROFIT 

TO TOTAL 

CAPITAL 

Zero to 4 
5 to 9 

10 to 14 
15 to 19 
20 to 24-
25 to 29 

SO and over 

TABLB 89 
FREQUENCY DISTRIBUTIONS OF PERCENTAGES OF TOTAL 
PROFIT TO TOTAL CAPITAL, INDIVIDUAL CORPORATIONS, 

1925-28. MAJOR GROUP 13: WHOLESALE TRADE 

(lar!lt idtntical tradin!l corporationl with ntt incomll) 

ACeU- ACCU- ACCU-
PERCENT" MULATBDBY PERCBNT- MULATEDDY PERCENT- MULATEDDY 

AGltN SUCCBSSIVE AGE IN SUCCESSIVE AGIIN SUCCESSIVB 
EACH CLASS CLASSES EACH CLASS CLASSES EACH CLASS CLASSBS 

1925 1926 1927 
13.7 13.7 16.7 16.7 14.4 14.4 
32.5 46.2 37.0 53.7 4\.2 55.6 
32.2 78.4 27.5 81.2 28.9 84.5 
15.4 93.8 13.3 94.5 9.0 93.5 

3.1 96.9 1.7 96.2 2.7 96.2 
2.8 . 99.7 2.1 98.3 24 98.6 

.3 100.0 1.7 100.0 1.4 100.0 

~ 

= 0 
~ 
t>I 
en 
> 
~ 

t>I 

en 
;;:: 
> 
~ 

ACCU- ~ 
PERCENT- MULATEDBY 

AGE IN 8UCCESSIVB (") 

BACH CLASS CLASSES 0 
~ 

1928 '" 18.6 18.6 0 
39.3 57.9 ~ 
29.1 87.0 > 

9.1 96.1 ..; 
2.1 98.2 -0 
!.I 99.3 Z 
0.7 100.0 en 
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PROBLEMS OF ESTIMATION 

AND INTERPRETATION 



CHAPTER 43 

PROBLEMS OF SAMPLING AND WEIGflTING 

1. NECESSITY OF RESORTING TO SAMPLES 

THERE are in the United States about half a million corpo
rations-the exact number reporting to the Bureau of In
ternal Revenue in 1928 was 495,892.' Of these, some 95,000 
engage in Manufacture, 130,000 in Trade, 19,000 in Min
ing, 120,000 in Finance. The remainder are classified in 
industrial divisions not treated in this volume, such as Rail
roads and Public Utilities, Agriculture, Construction, and 
Service (for example, laundries, hotels and moving picture 
theatres) . 

Of the 365,000 engaged in Manufacture, Trade, Finance 
and Mining in 1928, about 25,000 were 'inactive', that is, 
they reported no income data. For the remaining 340,000 
active corporations in these four fields, no complete tabula
tions, involving the types of data presented in this volume, 
have ever been made. Whether based upon Government 
data or materials collected by other agencies, every statis
tical study of profits that ha·s essayed to divide such a field 
as Manufacture into numerous minor industrial groups, to 
cover more than a one- or two-year period, and to present 
frequency distributions for the earnings rates of individual 

1 Thi. figure r.eally ia for the Dumber of corporate income tax returns, 
which varies from about 320,000 to 495,000 in the different years between 
1919 and 1928. The Dumber of corporations is somewhat larger, sinee some 
of these tax returDs are for coDsolidated companies. See Ch. 46. 

[455] 



[456] INDUSTRIAL PROFITS 

corporations, has had to rely upon samples of one sort or 
another. We have done likewise throughout the greater 
part of this volume. Accordingly, even though our data con
stitute a more comprehensive set of detailed materials than 
those heretofore available, we still have to ask, how large, 
both absolutely and relatively, how representative, how 
typical, are our several samples? 

In doing so, it will be necessary not only to discuss the 
samples already presented, but also to introduce others 
which because of their smaller size, or for technical reasons, 
have not been discussed in the parts of the volume intended 
for general readers. In some instances, these new sets of 
samples either correspond with or overlap upon some por
tions of those previously presented, and may thus serve as 
a check upon their validity. Also, the methods by which 
some of the earlier samples already presented have in sev
eral instances been combined, in order to yield certain 
estimates and results contained in other parts of the 
volume, need here to be explained. 

2. DIVISION OF TOTAL FIELD OR UNIVERSE: 

MANUFACTURING AS AN ILLUSTRATION 

The 90,000 active corporations in the country engaged in 
manufacture, of course, include enterprises that are large or 
small, that in a given year have net incomes or deficits, that 
have been engaged in business for many years or for only a 
few years, that are consistently successful or unsuccessful, 
or that have enjoyed neither conspicuously good nor con
spicuously bad fortune. 

Of this hybrid and complex universe or total, the corpo
rations of our samples constitute but a small percentage by 
number. But the manner in which each sample has been 
drawn, or the relation it bears to the general aggregate of 
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the original materials, affects greatly its representativeness 
and significance. For no one of the samples is so heterogene
ous as is the whole of which each is a part. Each typifies 
rather, to a degree more or less accurate, a particular por
tion or segment of the entire universe of manufacturing 
corporations, meaning by 'entire universe' the approximately 
70,000 to 90,000 manufacturing corporations of the country 
in each year between 1919 and 1928. It will b~ desirable 
first to comment more specifically upon the character of this 
'general un"iverse', then to relate our samples quantita
tively, as best we can, to its several segments. 

For this purpose, we first divide the entire universe of 
manufacturing corporations into two broad portions: corpo
rations with net incomes and those without net incomes. 
The 'with net' group amounts to roughly 60 per cent of 
the total number. Thus in all years from 1919 to 1928 the 
number of manufacturing corporations with net incomes 
runs from about 50,000 to 55,000 a year, except in 1921 
when the figure was slightly less than 40,000. 

We may f)lrther divide the 'with net' group into various 
segments according to the amount of income received by 
each of the corporations comprising it. Absolute amount of 
net income is not by any means the best index of size
amount of sales, capital or even total assets would be a 
better basis-but it is the only one available in the data for 
all of the country's corporations." However, while not the 
best index of size, it affords one important criterion by 
which the representativeness of our samples may be judged; 
and for this purpose the corporations earning net incomes 

J In the analysis in tbi! chapter the data for all corporations in the 
country, or broad legmentB thereof, are taken from the annual reports of 
the Bureau of Internal Revenue, Statistics 0/ Inco"". The 1931 volume 
happily has begun the practice of classifying income and balance sheet data 
by size of assets; that volume, however, became available only at the end 
of 1933. 
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may be further divided into three broad groups: those with 
incomes of less than $2,000; those with incomes between 
$2,0.00 and $50,000; and those with incomes of over 
$50,000" 

These net incomes, as classified in the data for all corpo
rations in the country, are taxable net incomes! They thus 
exclude both interest receipts upon tax-exempt securities and 
intercorporate dividends, that is, dividends received by one 
corporation upon the capital stocks that it owns in other 
corporations. The net income items in our several samples, 
however, are so computed as to include these tax-exempt 
items: interest on Government, state and municipal securi
ties and dividends received from other corporations (ex
empted from taxation under the income tax law because the 
tax on such dividends is already paid by the corporation 
earning the income originally). Thus our income compari
sons in later sections will be of somewhat different items. 
But the discrepancy here, while great in the case of certain 
individual corporations having substantial intercorporate 

I Strictly apeaking, incomes of from $2,000 to $49,999, a~d of $50,000 or 
over. The reports of the Bureau of Internal Revenue, however, in some 
years IIIhow class intervals in which the upper limit of ODe class appean 
as the lower limit of the next class; with respect to this point there is bere 
no need to be meticulous. 

t This statement is subject to two qualifications, neither of which is 
important for our purposes here. One is that the incomes contained in the 
frequency distributions of StatistiC! 0/ Incom, for any year are actual or 
current year net earnings, and in the case of corporations which had 1Ut 

losses in the year previous, the whole of the c::urrent year income is not 
taxable, but only the amount of the income after deduction of the 'prior 
year loss'. In some years, the losses of more than one year back have been 
deductible. Another qualification is that domestic corporations with net 
incomes of $25,000 or less may deduct $2,000 as a special credit or ex
emption,....before determining the income on which a tax liability is incurred. 
But except for these two types of case, the net incomes shown in the 
Statistics oll"com, distributions discussed in this chapter are taxable in
comes, i.e., unlike the net i.ocomes shown for corporations of our various 
samples, they exclude non-taxable items, chiefly those of dividends received 
and interest on tax-exempt securities. 
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holdings, is probably not serious by and large. It is certainly 
not serious, at least, so far as our general arithmetic mean 
calculations of the return upon investment are concerned. 
For the entire universe of manufacturing corporations of 
the country with net incomes, the sum of tax-exempt interest 
and dividends received amounted (in 1928) to 11.3 per 
cent of the net income reckoned without those two items. 
Thus, related to an investment base of 46 billion dollars, 
the return without the inclusion of the two items is 10.4 per 
cent as compared with 11.6 per cent when they are included. 

As said, in considering the return earned by any par
ticular corporation, the inclusion or exclusion of tax-exempt 
income may make a large difference. But it probably makes 
slight difference with respect to the frequency distributions 
of the rates of earnings upon investment received by indi
vidual corporations; for the proportion of individual cor
porations receiving tax-exempt incomes that are at all 
substantial relative to their taxable incomes is quite small. 
That this is so follows from the generally low ratio of 
aggregate tax-exempt income to the aggregate taxable in
come of all corporations combined. The proportion is so 
small that for any list of even a few 10zen companies the 
relative standing in terms of earnings rates is probably about 
the same taking either set of figures." Evidence supporting 
this a priori reasoning is available in data for two manu
facturing groups, chosen quite at random and in which an' 
experiment was undertaken to check upon this point. For 
the group, Bakery Products,· containing 18 corporations 
each possessing some tax-exempt income, but each having a 

• This could, of course, also be so, theoretically, if all corporations received 
tax~exempt incomes in exactly the same proportion to the taxable incomes
but we know this is not the case. 

e Suh-code No. 0290 in the Souret-Book, correspondin~ in classification 
with Minor group No. I, the experimental data for which are given on 
p. 201 of that volume. 
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total net income of over $100,000, there were computed 
for each corporation the percentages of earnings upon capi
talization both with and without the inclusion of the tax
exempt items. The rank correlation between the two series 
was perfect: +1.0. For 32 other corporations of the same 
group but with total net incomes of from $2,000 to $100,-
000 each, the rank correlation coefficient was again perfect. 
The second group similarly analyzed, Radio manufacturing, 
yielded almost exactly the same results.' That the same 
thing is true of most other individual industrial groups is 
not, of course, established by these experiments, but they 
afford presumptive evidence that probably no serious error 
is made upon this score in comparing distributions of the 
two types of net income for large groups of corporations. 
In other words, we are justified in saying in this, as in many 
other connections, that the presence of individually inade
quate items of data, taken en masse, often may not interfere 
with fairly accurate final results--not because the errors 
happily cancel one another, but because the individual 
anomalies constitute too small a part of the aggregate to 
cause any great general distortion. 

With these preljminary observations in mind, we may 
now examine our several samples, seriatim! 

3. SAMPLES FOR THE MANUFACTURING DIVISION 

a. Large Manufacturing Corporation Series 
i. Fragmentary descriptions of this sample have been 

given in previous chapters, but we have now to describe it 

'For 62 corporations with incomes of over $100,000 the coefficient was 
+.9907, while for 5S corporations with incomes of from $2,000 to $100,000 
it was +.9995 . 

• All that has been said in this section concerning the definition of net 
income applies to the Trade, Finance and Mining samples discu9sed in later 
lectioDS quite 81 much as to Manufacturing. 
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more precisely and to evaluate it in detailed terms. The 
sample consists of identical corporations numbering 2,046 
in every year of the period 1919-28. Consequently all the 
corporations included are at least ten years old, and many, 
of course, have been engaged in business much longer. Con· 
taining identical corporations throughout the period, the 
sample in every year consists of some corporations with 
negative and some with positive incomes, although, as will 
appear shortly, the number of deficits in anyone year other 
than 1921 is slight. 

Similarly, the effect of industrial mergers is in no way 
eliminated. Any growth in the size of a given corporation 
because of combination with other corporations during the 
period is reflected in the absolute data for sales, investment 
and net income, either for the sample as a whole (that is, 
All Manufacturing) or for the major or minor group in 
which the corporation is classified. Although impairing 
somewhat the significance of the absolute figures per se, this 
factor does not at all invalidate either comparisons between 
the growth rates of the absolute data or the time compari
son of the percentages of earnings upon investment, as the 
effect of a merger is to increase the sales and income as 
well as the capital investment of a company. 

As regards industrial classification, each corporation has 
been kept in exactly the same minor group throughout the 
period; the reason for this, and the bearing of mergers 
upon it, are discussed in Ch. 46. 

The large corporations series contains only a small pro· 
portion of the entire universe of 70,000 to 90,000 manu
facturing corporations-from 2.1 to 3.0 per cent in dif
ferent years. But the total net income of the sample runs 
from 57 to 66 per cent of that for all manufacturing corpo-
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rations of the country between 1922 and 1928.' In terms 
of volume of business, sales for the large corporations 
sample amount to from 42 to 46 per cent in different years 
of the same period. In terms of investment, the sample 
contains from 43 to 47 per cent of that for all manufactur
ing corporations in the country during the years 1926-28.10 
All in all, our large corporations series therefore constitutes 
a very large proportion of the activities of all manufactur
ing corporations in the country. 

But so far as profitableness is concerned, the sample is 
somewhat biased in an upward direction. The fact that it 
is composed exclusively of corporations that h'ave been in 
business for ten' years or more exercises a kind of commer
cial or financial natural selection-the great numbers of 
corporations that constantly go in and out of business, each 
lasting but a few years, are not even touched. This qualifica
tion is not so important in manufacturing as in trading, 
where the length of business life, particularly for the smaller 
enterprises, is proverbially short; nevertheless it must be 
said that both are better samples of successful large corpo
rations than of unsuccessful. 

This is not to say that 'large corporations earn more than 
small ones', for whether this is so depends upon one's defi
nition of 'large' and 'small'. The analysis of earnings rates 
by size of corporation within the large corporations sample, 
as presented in Chapter 5, showed that corporations with 
capitals of over $500,000 earn profits at lower rates than 

'Comparable data between sample and universe prior to 1922 are not 
available. 

lU The investment figures for all manufacturing corporatioDs in the 
countrf are estimates, subject, however, to rather small margin! of error, 
as expJ aiDed in Appendix A. Closely comparable data for other years on 
investment for all manufacturing corporatiOD! in the country are not avail
able, but the ratios in question are doubtless Dot very different; we arc 
justified in inferring tbis because of the figures for sales just cited for a 
longer period. 
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do those of smaller size. That analysis was not in terms of 
minor groups, but probably in nearly every specific industry 
there is an optimum beyond which it does not pay most 
enterprises to expand-at least, so far as the rates at which 
their capitals earn profits are concerned. But the entire 
group of all manufacturing corporations in the country (in
cluding those which fail to earn net incomes as well as those 
which do so) undoubtedly contains numerous enterprises of 
such small size that they enjoy the economies of large-scale 
production, relatively speaking, hardly at all, while our large 
corporations sample may include many companies operating 
at or near the peak of efficiency as well as those which have 
passed it. Then, too, many of the very small corporations U 

-often they are 'close corporations' owned and operated 
by members of a family--deduct charges for officers' salaries 
which are much larger relative to the income before such 
deductions than is the case with the generaIIy larger con
cerns. Frequently these deductions, combined with other 
factors, may cause nominal deficits to be shown by such very 
small corporations. The proportion of deficits among all 
manufacturing corporations in the country is, of course, far 
higher than in our large corporations sample. For all manu
facturing corporations of the country no data are available 
that divide the universe into any groups according to size 
of capital, or into any size groups in relation to the profit
ableness of operations upon any basis of assets or net· 
worth; but we can obtain some general inkling as to the size 
of the corporations which showed net incomes as compared 
with those which reported deficits by computing the aver
age sales per enterprise for each class of corporation. In 
1928 this figure for all manufacturing corporations in the 

11 The expression 'very small corporations' is used here so as to avoid 
any identification with our Ismail corporations' sample (which includes 
corporations with net incomes only) discussed in the following section. 
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country with net incomes was almost exactly one million 
dollars, whereas for all corporations reporting deficits it 
was only $258,000. 

Indeed, in our large corporations series the proportion 
of enterprises with deficits is in most years very low. It 
runs less than 4 per cent of the companies in all years ex· 
cept 1920 and 1921, when it is 6 and 21 per cent respec
tively. As a result, our large corporations series as a whole 
(the corporations with deficits combined with those with 
net incomes) between 1924 and 1928 earns the following 
rates of net income to capitalization: 

19U 1925 1926 1927 1928 
10% IZ% lZ% 10% II % 

whereas all of the manufacturing corporations in the coun· 
try for which we have estimated data for those same years 
show: 

Ifill 
8% 

1925 
9% 

1926 
9% 

1927 
7% 

1928 
9% 

As a sample of all manufacturing corporations in the 
country, therefore, the large corporations series must be 
accepted with this clear qualification: the arithmetic mean 
rate of return is too high. There is, however, no evidence 
to Indicate that fluctuations in the data of the large corpora· 
tions series over the period 1919-28 do not satisfactorily 
reflect the relative changes that take place in the data for 
all manufacturing corporations in the country, in the ago 
gregate. Whether fluctuations in the data of the large cor
porations series sample when subdivided into minor groups 
are representative of changes for other than sllch large 
corporations is, however, a matter which we shall not dis· 
cuss until later in this chapter when other samples are com
pared with the one in question. 

ii. But as representative of all of the manufacturing 
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corporations in the country with net incomes, the large 
corporations series, so far as we can tell, seems indeed to 
be an excellent sample, at least in terms of the calculation 
of arithmetic mean ratios for manufacture as a whole. If 
we exclude the corporations with deficits from both sets of 
figures, our large corporations sample, in respect of num
ber, again constitutes a small proportion of all the manu
facturing corporations in the country; the representation in 
the various years of the period is only 3.6 to 4.4 per cent, 
although in terms of the amount of net income received, 
the large corporations sample accounts for from 49 to 56 
per cent of that received by all the 'with net' manufactur
ing corporations in the country between 1922 and 1928. 
Although containing only a 4 per .cent representation by 
number the generally representative character of the sam
ple's 'with net' corporations is evidenced by the closeness 
with which the earnings rates shown by it correspond with 
those for all such corporations in the country, in the three 
years of the period for which the latter data are available. 
The percentages of net income to capitalization shown by 

.. the sample in 1926, 1927 and 1928 are: 

13.0 10.9 12.2 

while those for all manufacturing corporations in the coun
try are: 

12.3 10.9 12.0 

III. All that has been said thus far, however, relates to 
the degree of validity attaching to the large corporations 
sample for purposes of arithmetic mean results. We may 
now go somewhat beyond this and inquire into its repre
sentativeness with respect to certain frequency distributions. 
The two inquiries are in a mathematical sense, of course, 
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related, but it is quite conceivable that a sample might yield 
fairly good arithmetic mean data and yet not be typical in 
terms of the distribution of its component items. Accord
ingly we may compare the composition of our sample as 
best we can with that of the particular segment of all manu
facturing corporations from which it is drawn and which 
it most nearly typifies. 

It will be recalled that earlier in this chapter it was 
stated that a frequency distribution by size of net income is 
available for all of the country's corporations. This net in
come figure does not, however, include the tax-exempt items 
contained in the income of our samples. It will further be 
recalled that, for purposes of comparison with our samples, 
the manufacturing corporations of the country earning net 
incomes can be broadly classed into three groups: less than 
$2,000; $2,000 to $50,000; and over $50,000. Our large 
corporations sample is predominantly of incomes of $50,000 
or over; in all years except 1921 approximately 90 per cent 
of the corporations of the sample have incomes of over 
this _amount; and even in 1921 about 80 per cent have such 
incomes. We may thus regard it as belonging to the 'over' 
$50,000' category. Both by number and by income received, 
the 'with net' corporations of the sample constitute a sub
stantial proportion of ' this 'over $50,000 universe'. In no 
year does the number of corporations constitute less than 
a 23 per cent representation, while in several years it runs 
over 25 per cent. In terms of the amount of income the 
sample contains from 55 to 68 per cent of the total income 
received by all of the country's manufacturing corporations 
with over $50,000 incomes. 

But 'the incomes above $50,000' includes a broad range; 
and we may now ask exactly how their relative distributions 
in our sample correspond with that for all manufacturing 
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corporations in the country with such incomes, in the years 
1920-28." 

For this purpose we set up six class intervals for size of 
income (it is to be noted that they are uneven) : $50,000-
$100,000; $100,000-$250,000; $250,000-$500,000; 
$500,000 to $1,000,000; $1,000,000 to $5,000,000; and 
$5,000,000 and over. In all of these classes combined there 
are in most years approximately 8,000 corporations in the 
'all manufacturing corporations of the country' distribution 
and approximately 1,800 corporations in each year in the 
distribution for the large corporations sample." 

The two distributions, for 1928, are given in Tables 90 
and 91. But in all years the general results are much the 

TABLB 90 

FREQUENCY DISTRIBUTIONS OF NET INCOMES FOR ALL MANU
FACTURING CORPORATIONS IN THE UNITED STATES WITH 

INCOMES OF OVER $SO,OOO IN 1928 

NUMBER OF PERCENTAGE 
SIZE OF INCOME CORPOR.ATIONS OF TOTAL 

$SO,OOO- 100,000 !,284- 40.0 
100,000- 250,000 2,647 !2.! 
2S0,OOO- SOO,OOO 1,049 12.8 
SOO,OOO-I,OOO,OOO 627 7.6 

1,000,000-5,000.000 499 6.1 
5,000,000 and over 101 1.2 

Total 8,207 100.0 

same. In the case of all manufacturing corporations of the· 
country approximately 40 per cent of the total frequencies 

1. Data are not available to make comparisons for 1919. 
1.1 The number of corporations is Dot exactly the same in each year for 

the aamplc, first, because deficits in succeS9ive years are not, of course, 
necessarily repeated by the identical corporations; second, because the few 
incomes of under $50,000 are in each year omitted from the calculations. 
(They belong, of course, to no one of the bracken above $50,000. The ex
tent to which their exclusion affects the results may be s-een by examining 
Table 100.) 
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TABLB 91 

FREQUENCY DISTRIBUTIONS OF TOTAL NET INCOMES FOR' 
COMPANIES WITH INCOMES OF OVER $50,000, IN THE LARGE 

MANUFACTURING CORPORATIONS SAMPLE, 1928 

NUMBER OF PERCENTAGE 
SIZE OF INCOHB CORPORATIONS OF TOTAL 

$50,OO()'" 100,000 290 17.0 
100JOO~ 250,000 sao 29.3 
250,000- 500,000 354 20.8 
500,000-1,000,000 256 15.0 

1,000,000-5,000,000 222 13.0 
5,000,000 and over 84 4.9 

Total 1,706 100.0 

are found in the $50,000-$100,000 class interval; but in 
the case of the large corporations sample, in most years 
only about 16 or 17 per cent of the frequencies are found 
in this class. 

The next class, the $100,000-$250,000 interval, contains 
approximately 32 per cent of the total frequencies in both 
cases. 

The third class, the $250,000-$500,000 interval, con
tains about 13 per cent of the frequencies in the case of all 
manufacturing corporations in the country, but about 20 
per cent of them in the case of the sample. 

The next bracket, the $500,000-$1,000,000 class, con
tains about 7 per cent of the frequencies for all corpora
tions in the country, but about 15 per cent for the sample; 
and the next class, the $1,000,000-$5,000,000 group, con
tains about 5 per cent of the frequencies for all corporations 
of the country, but about 12 per cent for the sample. The 
highest class, the $5,000,000 and over bracket, contains 
about' 1 per cent of the frequencies for all corporations of 
the country, but about 4 per cent for the sample. 

The correspondence between the two distributions is 
therefore far from close. Each set of distributions in itself 
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shows a high degree of consistency from year to year. In 
nearly all years, however, the proportion of frequencies in 
the $50,000 to $100,000 interval is more than twice as 
great for all corporations of the country as for the large 
corporations series; while the proportion of frequencies in 
all of the brackets above $250,000 is substantially less for 
all manufacturing corporations in the country than for the 
sample. This may be partly explained by the difference in 
the definition of 'net income'. The inclusion of tax-exempt 
income in the sample figures undoubtedly results in some 
'pushing-up' effect: it may take frequencies that would 
otherwise be in the lowest class and place them in the next 
higher one, and so on successively up through the brackets. 
The highest class interval, the open-end category of $5 mil
lion and over, includes relatively four or five times as many 
in the sample as in all manufacturing corporations. It is 
quite probable that the very largest corporations receive 
relatively the highest amounts of tax-exempt income, par
ticularly in the form of intercorporate dividends. But with 
all due respect to this factor it still remains true that our 
large corporations sample possesses a substantial measure 
of bias in the direction of 'bigness'. As of 1928 the arith
metic mean capital per corporation for the sample (com
panies with net incomes) is $12 million, whereas that for 
all manufacturing corporations with net incomes (no figure 
is available for just those with incomes of over $50,000). 
is only $800,000. 

In Tables 92 and 93 are given the quartiles for both the 
size of capital per corporation and the amount of income 
per corporation, for the 2,046 companies of the sample, in 
~l~ar~ , 

iv. We may now, with somewhat less elaboration, indi
cate the character of the large corporations sample when 
it is divided into major manufacturing groups. 



[470J INDUSTRIAL PROFITS 

TABLB 92 
QUARTILES FOR SIZE OF CAPITAL' PER CORPORATION. IN LARGE 

MANUFACTURING CORPORATIONS SAMPLE, 1919-28 

1919 1920 1921 1922 
$435,585 $555,000 $632,699 $617,4tt 

951,389 1,196,121 1,313,953 1,299,257 
2,672,291 3,286,232 ',457,692 ',488,095 

1924 
$799,665 
1,600,575 
4,335,366 

1925 
$846,201 
1,714,660 
4,618,750 

1926 
$871,tt4 
1,793,814-
4,695,946 

t For 1924-28, thi. item include. bonded debt. 

TABLE 93 

1927 
$902,624 
1,880,435 
4,914,474 

1923 
$756,799 
1,487,762 
3,995,536 

1928 
$925,578 
1,972,222 
5,322,967 

QUARTILES FOR SIZE OF NET INCOME' PER CORPORATION IN 
LARGE MANUFACTURING CORPORATIONS SAMPLE, 1919-28 

1919 1920 1921 1922 1923 
Ql $138,753 $104,985 $14,250 $93,101 $tt6,406 
Q2 245,613 218,316 87,833 219,847 242,599 
Q3 660,088 495,013 240,245 495,937 625,000 

1924 1925 1926 1927 1928 
QI $89,134 $101,696 $91,508 $83,422 $76,855 
Q2 2tD,S!! 23S,130 226,444 215,470 217,900 
Q3 495,474- 588,102 591,236 538,174- 572,977 

S In all years, this item includes non-taxable iocome. 

It has been stated that by number the large corporations 
sample constitutes only a 2.1 to 3.0 per cent representation 
of all manufacturing corporations in the country. Divided 
into its 11 major groups and each of these then related to 
the figures for all manufacturing corporations in the coun
try in each group, the ratios prevailing in the several groups 
in different years range from about 1 to about 7 per cent. 
In the Food group the range is from 1.4 to 1.7 per cent; in 
Metals from 3.0 to 4.9 per cent; in Paper from 5.5 to 7.3 
per cent. 

The sales of the corporations of the sample, however, 



SAMPLING AND WEIGHTING [471] 

in 1928 amounted to from 18 to 69 per cent of the total 
business done by all the country's corporations in each mao 
jor group; and the net income received in the same year 
constituted from 34 to 88 per cent. The data are given in 
Tables 94 and 95. 

If only companies with net incomes in both the sample 
and for all manufacturing corporations of the country be 

TABLE 94-
SALES OF THE LARGE MANUFACTURING CORPORATIONS 
SAMPLE COMPARED WITH THE SALES OF ALL CORPORA· 

TIONS IN THE UNITED STATES, BY MAJOR GROUPS, 1928 

(in millions of Jollors) 

PERCENTAGE OF 
ALL SAMPLE TO ALL 

UNITED STATES SAMPLE UNITED STATES 

Major group 
1 Foods $13,955 $7,026 50 
2 Textiles 7,675 1,389 18 
3 Leather 1,686 380 23 
4 Rubber 1,350 935 69 
SLumber 2,731 541 20 
6 Paper 1,665 501 30 
7 Printing and publishing 2,455 623 25 
S Chemicals 8,634 4,469 52 
9 Clay, stone and glass 1,605 550 34 

10 Metals 20,266 11,266 56 
11 Special manufacturing 

industries 2,340 539 23 

Total, all manufacture $64,361 $28,219 44 

taken, the representation by number for the several major 
groups in the various years of the period ranges from some· 
what over 1 per cent to about 10 per cent. In Foods the 
range is from 2.2 to 2.6 per cent; in Metals from 5.0 to 
7.9 per cent; in Paper from 7.9 to 10.3 per cent. Although 
data are not available with which to segregate the figures 
for the corporations of the sample with net incomes only, 
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TABLE 95 
NET INCOME OF THE LARGE MANUFACTURING CORPORATIONS 
SAMPLE COMPARED WITH THE NET INCOME OF ALL CORPORA

TIONS IN THE UNITED STATES, BY MAJOR GROUPS, 1928 

(in millions of dollars) 

PERCENTAGE OF 
ALL SAMPLE TO ALL 

UNITED STATES SAMPLE UNITED STATE! 
Major group 

1 Food! $598 $307 51 
2 Textiles 216 80 37 
3 Leather 53 29 55 
4 Rubber 8 7 88 
SLumber 82 44 54 
6 Paper 121 41 34 
7 Printing and pUblishing 242 98 40 
8 Chemicals 1,081 780 72 
9 Clay, stone and glas. 147 89 61 

10 Metals 1,768 1,17S 66 
11 Special manufacturing 

industries 164 85 52 

Total, all manufacture $4,480 $2,735 61 

by major groups, the representation in such terms of course 
runs much larger. 

v. It has been noted, however, that the large manufac
turing corporations series is predominently a sample of 
corporations with net incomes of over $50,000, in most 
years, the corporations included in it constituting by num
ber approximately 25 per cent of all manufacturing corpo
rations in the country with such incomes_ Among major 
groups the range of such representation in different years is 
from 12 to 38 per cent." In the Food group it is from 20 

11 Ex.cept for the Special Manufacturing Industries group, which shows 
10 per cent in one year. The ranges given above are for the several groups 
in the various years from 1920 to 1928, but exclude the figures for 1921, 
which are in most groups by far the highest percentages of all years, 
running to about SO per cent in several groups. They are, of course, so 
high because in 1921 the number of corporations in the country with net 
income. of over $SO,OOO showed a more substantial decline than did the 
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to 27 per cent; in Metals from 25 to 40 per cent; in Paper 
from 23 to 40 per cent. 

vi. Just as we compared the frequency distributions of 
the sample and of all corporations in the country for All 
Manufacturing, so may we also compare (Tables 96 and 
97) similar distributions (again for companies with net 
incomes of over $50,000) by major groups for 1928. The 
group numbers correspond, of course, with those used in 
Book II. 

The ratios are much the same as in the distribution for 
All Manufacturing. In every group the relative number of 
frequencies in the $50,000-$100,000 class is far lower for 
the sample than for all corporations in the country, in some 
instances only one-half or one-third as great. In the next 
interval, the $100,000-$250,000 class, the relative num
bers are about the same; while in the upper brackets the 
proportions of frequencies in the samples in the various 
groups are considerably higher than those for all manufac
turing corporations in the country. 

In part these discrepancies are explicable upon the 
grounds already set forth in connection with those noted 
above for All Manufacturing; but again the samples in 
nearly all of our major groups are somewhat biased in the 
direction of 'bigness'_" 

number in the sample, thU8 making the sample relatively a much larger 
onc; and it seems fairer to omit this exceptional year in characterizing the 
samples' reprcacntativcncsi for the period 192~28 in general. As stated 
previously, data for 1919 afC not available . 

• The reasooing of this and preceding passages docs not imply the ex
istence of any n:act correlation between the amount of a corporatioo'. 
income and the size of it! capital. Probably no close correlation exish-
and to assume one would beg the whole question of differences in earnings 
rates between corporations and industries. But this is Dot to say that very 
broad differences in the size of incomes, by and large, cannot serve to 
point differences in the size of capital which take the same direction. It is 
not necessarily true that 8 corporation with an income of $SOO,OOO will have 
any larger capital than one with an income of $400,000 i but it is generally 
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NET INCOMES FOR ALL MANUFACTURING CORPORATIONS WITH 

INCOMES OF OVER $50,000 IN THE UNITED STATES, 1928 

MAJOR GROUP 1 MAJOR GROUP 2 MAIOR GROUP l MAJOR GROUP 4 
NUMBER OF PERCENTAGE NUMBER OF PERCENTAGE NUMBEReF PERCENTAGE NUMBER. OF PERCENTAGE 

SIZE OF INCOME CORPORATIONS OF TOTAL CORPORATIONS OF TOTAL CORPORATIONS OF TOTAL CORPORATIONS OF TOTAL 
$50,00()- 100,000 432 41.1 452 42.5 77 40.2 22 28.2 
100,00()- 250,000 350 33.4 351 33.0 66 34.2 23 29.5 
250,000- 500,000 110 IO.S 14S 13.6 26 13.S 14 17.9 
500,00()-1,000,000 71 6.8 79 7.4 18 9.4 12 IS.4 

1,000,000-5,000,000 67 6.4 3S 3.3 S 2.6 6 7.7 
5,000,000 and over 19 1.8 2 . 0.2 1 0.1 1 1.3 

Total 1,049 100.0 1,064 100.0 193 100.0 78 100.0 

MAJOR GROUP S MAJOR CROUP 6 MAJOR GROUP 7 MAJOR CROUP 8 
$SO,OO()- 100,000 278 48.S 119 36.8 290 4S.2 306 36.3 
100,000- 250,000 20S 35.8 101 31.2 209 32.6 23S 27.9 
250,000- SOO,OOO St 8.9 S2 16.0 70 10.9 128 IS.2 
500,000-1,000,000 27 4.7 31 9.5 41 6.4 75 8.9 

1,000,00()-S,000,000 12 2.1 21 6.5 31 4.8 76 9.0 
5,000,000 and over 0 0.0 0 0.0 3 0.1 23 2.7 

Total 573 100.0 324 100.0 644 100.0 843 100.0 

MAJOR GROUP 9 MAJOR GROUP 10 MAJOR GROUP 11 
$50,00()- 100,000 174 43.5 908 36.0 226 44.0 
100,000- 250,000 126 31.5 817 32.3 164 31.9 
250,000- SOO,OOO 39 9.8 350 13.9 64 12.5 
500,00()-1,000,000 25 6.3 218 8.6 30 5.8 

1,000,000-5,000,000 31 7.8 187 7.4 28 5.4 
5,000,000 and over 4 1.0 46 1.8 2 0.4 

Total 399 100.0 2,526 100.0 514 100.0 
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TABLB 97 
TOTAL NET INCOMES FOR COMPANIES WITH INCOMES OF OVER $50,000 IN THE LARGE 

MANUFACTURING CORPORATIONS SAMPLE, 1928 

MAJOR CROUP 1 MAJOR CROUP 2 MAJOR GROUP 1 MAJOR GROUP 4 
NUMBER OF PERCENTAGE NUMBER OF PERCENTAGB HUMBSROF PERCENTAGE NUMBER OF PERCENTAGB 

SIZE OF INCOME CORPORATIONS OF TOTAL CORPORATIONS OF TOTAL CORPORATIONS OF TOTAL CORPORATIONS OF TOTAL 

$50,000- 100,000 25 13.4 46 21.7 6 15.0 2 11.1 
100,000- 250,000 61 32.8 65 30.6 15 37.5 4 22.3 
250,000- 500,000 28 15.1 47 22.2 12 30.0 8 44.5 
500,000-1,000,000 30 16.1 39 18.4 5 12.5 1 5.5 

1,000,000-5,000,000 28 !l.1 IS 7.1 1 2.S 2 11.1 
5,000,000 and over 14 7.S 0 0.0 1 2.5 1 S.S 

Total 186 100.0 212 100.0 40 100.0 18 100.0 

MAJOR GROUP 5 MAJOR GROUP 6 MAJOR GROUP 1 MAJOR CROUP 8 
$50,000- 100,000 50 33.5 18 19.6 18 20.3 18 9.8 
100,000- 250,000 54 36.3 31 33.7 33 37.1 43 23.5 
250,000- 500,000 28 18.8 21 22.8 IS 16.8 44 24.0 
500,000-1,000,000 11 7.4 14 15.2 10 11.2 27 14.8 

1,000,000-5,000,000 6 4.0 8 8.7 10 11.2 31 17.0 
5,000,000 and over 0 0.0 0 0.0 3 3.4 20 10.9 

Total 149 ~OO.O 92 100.0 89 100.0 183 100.0 

MAJOR GROUP 9 MAJOR GROUP 10 MAjORCROVP 11 
$50,000- 100,000 24 25.0 71 12.7 12 IS.O 
100,000- 250,000 20 20.8 153 27.3 21 26.2 
250,000- 500,000 14 14.6 117 20.8 20 25.0 
500,000-1,000,000 15 !l.6 89 15.9 IS 18.8 

1,000,000-5,000,000 19 19.8 92 16.4 10 12.S 
5,000,000 and oyer 4 4.2 39 6.9 2 2.5 

Total 96 100.0 561 100.0 80 100.0 

en 
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b. Small Manufacturing Corporations Series 
i. This is a sample which contributed data for manufac

turing as a whole, for all of the major groups, and for some 
of the minor groups discussed in Book III. It consists of 
non-identical corporations for the ten-year period, from 
1,421 to 1,665 in each year. All have positive incomes, the 
majority between $2,000 and $50,000 per corporation. Just 
as in the large corporations sample it was stated that only 
about 10 per cent of the companies had incomes below $50,-
000, so here it may be said that of the small corporations 
in the present sample only 11 or 12 per cent in any year 
(other than 1921) have incomes that exceed $50,000; and 
none have incomes below $2,000. The small manufacturing 
corporations sample is therefore predominently representa
tive of that segment o~ the universe containing corporations 
with incomes ranging from $2,000 to $50,000, and may be 
so regarded for purposes of comparison and appraisal. 

By number the sample contains from 5 to 6 per cent of 
the manufacturing corporations in the country with such 
net incomes. In terms of income received, however, the 
proportion in various years runs from 8 to 10 per cent. As 
representative of all of the country's manufacturing cor
porations with net income, in terms of arithmetic mean 
earnings rates, the small manufacturing corporations sam

. pie comes almost as close to perfect correspondence as did 
the large corporations series. Again data are available to 
make this comparison in three years. The percentages of 
income to capitalization shown by the small corporations 
sample in 1926, 1927 and 1928 are: 
true that companies which in most years bave incomes of $S,OOO,OOO will 
have larger capitals than those with incomes of $500,000. Upon this buis, 
therefore, it must be said that the'data which have been reviewed at least 
suggest tbat our large corporations sample is biased in an upward direction 
with respect to the size of the corporations tbat compose it. The ClEact 
extent of this bias, is not, o-f course, susceptible of measurement. 
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11.7 11.6 11.S 

while those for all manufacturing corporations in the coun
try are: 

lZ.3 10.9 lZ.0 

11. We may next compare the small corporations sample 
with its 'specific universe' (that is, with that segment of 
the universe containing corporations with net incomes of 
from $2,000 to $50,000) by examining the frequency dis
tributions for the size of net incomes. These incomes can 
be classed for both the sample and the corporations of the 
country. For this purpose it is possible to obtain comparable 
distributions containing only three class intervals: incomes 
of $2,000-$5,000; those of $5,000-$10,000; and those of 
$10,000-$50,000. 

Here, in nearly all years, a very close correspondence 
indeed is apparent between the two distributions for the 
sample and the universe. In nearly all years, both for the 
sample and for all manufacturing corporations in the coun
try, between about 30 and 35 per cent of the total fre
quencies are found in the lowest class interval. In all years 
approximately 23 per cent of the frequencies, in both, are 
found in the middle interval. And in all years, between 
about 40 and 45 per cent of the frequencies, for both the 
sample and all manufacturing corporations in the country, 
appear in the highest class interval.'· The distributions ap
pear in Tables 98 and 99. 

iii. The small corporations sample may now be divided 
into major groups for characterization with respect to rep
resentativeness. 

U As in the similar analyses tndertaken 'for the large corporations sample. 
the distribution of incomes for the sample excludes the relatively few 
corporations with incomes not faHing within any of the class limits desig
nated. 

• 



[478J INDUSTRIAL PROFITS 

TABLB 98 
FREQUENCY DISTRIBUTIONS OF NET INCOMES FOR ALL MANU

FACTURING CORPORATIONS IN THE UNITED STATES WITH 
INCOMES FROM $2,000 TO $50,000 IN 1'28 

NUMBER OF PERCENTAGE 
SIZE OF INCOME CORPORATIONS OF TOT¥-

$2,000- 5,000 11,781 39.9 
5,000-10,000 6,282 21.2 

10,000-50,000 11,492 38.9 

Total 29,S5S 100.0 

TABLE 99 
FREQUENCY DISTRIBUTIONS OF TOTAL NET INCOMES FOR COM
PANIES WITH INCOMES FROM $2,000 TO $50,000 IN THE SMALL 

MANUFACTURING CORPORATIONS SAMPLE, 1928 

NUMBER OF PERCENTAGB 
SIZE OF INCOME CORPORATIONS OF TOTAL 

$2,000- 5,000 440 34.8 
5,000-10,000 291 23.0 

10,000--50,000 533 42.2 

Total 1,264 100.0 

For the Manufacturing division it has been said that the 
corporations of the sample afford a 5 to 6 per cent repre
sentation by number in nearly all years_ For the several 
major groups this representation ranges from about 4 to 
11 per cent." The sample in the Food group contains from 
4.5 per cent to 8.5 per cent of all manufacturing corpora
tions in the country with net incomes of from $2,000-
$50,000; in the Metals group from 5.3 to 9.5 per cent; in 
the Paper group from 5.2 to 9.3 per cent. In terms of 
amount of net income received, the samples of the major 
groups show representations rangipg in 1928 from 5.2 to 
9.9 per cent. 

n Excluding figures of 2 and 3 per cent in several years for the Special 
Manufacturing Industries group. 
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The frequency distributions of net incomes for the sev
eral major groups of the sample in 1928 correspond rather 
closely with those for all manufacturing corporations in the 
country with incomes of from $2,000-$50,000. Where dis
crepancies are to be found, they are seldom excessive, and 
in large measure may probably be explained on grounds of 
the sort' discussed in previous sections. A fairly typical 
group is Metals, in which the lowest interval of the sample 
shows 32 per cent of the frequencies as against 36 per cent 
in the universe; the middle bracket 22 per cent in both 
cases; and the highest interval, 46 per cent as against 42 
per cent. The distributions for all groups, in 1928, are given 
in Tables 100 and 101. 

c. Small Manufacturing Corporations Sample with Net In
comes under $2,000 

This is a sample of non-identical corporations with posi
tive net incomes, most of which are less than $2,000. Data 
are available in this sample for the five years 1924-28 only. 
The proportion of companies with incomes of $2,000 or 
over amounts to no more than 5 per cent of the companies 
in the sample, in any year except 1928, when about one
fifth have higher incomes. Virtually all of these larger in
comes are, however, less than $5,000. The number of cor
porations in the series varies in the five years as follows: 
1924,570; 1925,406; 1926, 1,008,1927,703; 1928, 1,-
118. Most of the corpqrations included are small, the 
arithmetic mean capitalization ranging from $56,000 to 
$89,000 in different years. In no year do more than 2 per 
cent of the corporations included have capitals of over 
$500,000; and in all years at least 89 per cent have capitals 
under $250,000. 

By number the corporations of this sample constitute a 
2.3 to 6.5 per cent representation of all manufacturing cor-
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$2,001).. 5,000 
5,000-10,000 

10,000-50,000 

Total 

$2,000- 5,000 
5,001)..10,000 

10,000-50,000 

Total 

$2,000- S,OOO 
5,000-10,000 

10,000-50,000 

Total 

TABLE 100 
FREQUENCY DISTRIBUTIONS OF NET INCOMES FOR ALL MANU
FACTURING CORPORATIONS IN THE UNITED STATES WITH 

INCOMES FROM $2,000 TO $50,000, BY MAJOR GROUPS, 19Z5 

MAJOR GROUP 1 MAJOR GROUP 2 
NUMBER OF PERCENTAGE NUMBER OF PERCENTAGB 

CORPOKATIOMS OF TOTAL CORPORATIONS OF TOTAL 

2,024 
1,032 
1,833 

4,889 

41.S 
21.1 
37.4 

100.0 

MAJOR GROUP 5 
937 36.3 
S70 22.1 

1,074 41.6 

2,S81 100.0 

MA10R CROUP 9 
S97 41,0 
307 21.1 
SS2 37.9 

1,456 100.0 

1,797 
843 

1,528 

4,168 

43.1 
20.3 
36.6 

100.0 

MAJOR CROUP 6 
233 31.1 
ISI 20.2 
36S 48.7 

749 100.0 

MAJOR CROUP 10 
2,445 36.1 
1,460 21.6 
2,853 42.3 

6,758 100.0 

MAJOR GROUP 3 
NUMBER OF PERCENTAGE 

CORPORATIONS OF TOTAL 

292 
IS3 
324 

769 

38.0 
19.9 
42.1 

100.0 

MAJOR GROUP 7 
1,698 4S.s 

838 22.4 
1,194 32.1 

3,730 100.0 

MAJOR CROUP 11 
981 43.6 
452 20.1 
816 36.3 

2,249 100.0 

MAJOR CROUP 4-
NUMBER OF PERCENTAGE 

CORPORATIONS OF TOTAL 

63 
37 
S8 

ISS 

39.9 
23.4 
36.7 

100.0 

MA10R CROUP 8 
114 34.9 
439 21.4 
895 43.1 

100.0 

.-. 
oj>. 
00 
0 .. 
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FREQUENCY DISTRIBUTIONS OF TOTAL NET INCOMES FOR 
COMPANIES IN THE SMALL MANUFACTURING CORPORATIONS 
SAMPLE WITH INCOMES FROM $2,000 TO $50,000, BY MAJOR 

GROUPS, 1928 

MAJOR GROUP 1 MAJOR GROUP 2 
NUMBER OF PERCENTAGE NUMBER OF PERCENTAGE 

SIZE OF INCOM8 CORPORATIONS OF TOTAL CORPORATIONS OF TOTAL 

MAJOR CROUP 1 
HUMBER OF PERCENTAGE 

CORPORATIONS OF TOTAL 

MAJoa GROUP 4-
NUMBER OF PERCENTAGE 

CORPORATIONS OF TOTAL 

$2,000- 5,000 
5,000-10,000 

10,000-50.000 

Total 

$2,000- 5,000 
5,000-10,000 

• 10,000-50,000 

Total 

$2,000- 5,000 
S,OOO-10,OOO 

10,000-SO,OOO 

Total 

71 
47 
81 

199 

35.7 
23.6 
40.7 

100.0 

MAJOR CROUP 5 
45 34.6 
29 22.3 
56 43.1 

130 100.0 

MAJOR GROUP 9 
24 40.7 
12 20.3 
23 39.0 

S9 100.0 

63 
39 
68 

170 

37.1 
22.9 
40.0 

100.0 

MAJOR CROUP 6 
11 28.9 

9 23.7 
18 47.4 

38 100.0 

MAJOR GROUP 10 
104 32.4 
71 22.1 

146 45.5 

321 100.0 

12 
10 
IS 

37 

32.4 
27.0 
40.6 

100.0 

MAJOR GROUP 1 
56 39.1 
36 25.2 
51 35.7 

143 100.0 

MAJOR GROUP 11 
21 33.8 
IS 24.2 
26 42.0 

62 100.0 

4 
2 
4 

10 

40.0 
20.0 
40.0 

100.0 

MAJOR CROUP 8 
29 30.s 
21 22.1 
45 47.4 

95 100.0 

en 
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porations in the country with net incomes under $2,000. 
They account, however, for between 4.0 to 11.3 per cent of 
the total net income. 

They are corporations not only of small absolute in
comes, but also of low average earnings rates. In no year 
does any of the ten major groups into which the sample 
may be divided 18 earn more than 4 per cent upon its capi
talization, while most of the figures run about 2 per cent. A 
few of the 20 minor groups into which the sample may be 
divided 10 show earnings rates of over 5 per cent in one 
year or another, but most earn only 2 or 3 per cent. 

The percentages of net income to capitalization shown 
by the entire sample (all major groups combined) are as 
follows: 1924, 1.5; 1925,2.0; 1926,1.9; 1927, 1.4; 1928, 
2.6. To be sure, these are but arithmetic mean figures, and 
the frequency distribution of the earnings rates of individ
ual corporations indicates that many companies of the sam
ple earned far higher rates of return. The distribution for 
1928, for example, is given in Chart 66. The corporation 
standing at the upper quartile earns 10.2 per cent, and the 
median corporation earns 5.0 per cent. These returns on 
investment are, however, much lower than the correspond
ing data for the two other manufacturing corporations 
series already discussed. 

It is not possible to undertake many of the tests of rep
resentativeness in connection with this sample which have 
been essayed in previous sections for other samples. We 
know, of course, that the profitableness of the corporations 

11 The Leather and Rubber groups are combined, but the classification of 
tbe nine other major groups is the same as in previous samples. 

l'The minor groups do Dot 'add up' to make major groups because many 
corporatioD!! belonging to various minor group! which were shown sepa
rately in other samples could not be so shown here. There is nevertheless 
included in the major groups some representation of all or most of the 73 
minor groups found in other samples. but it is not possible to show each 
separately. 
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CHART 66 
fREQUENCY DISTRIBUTION Of EARNINGS RATES 

Of INDIVIDUAL CORPORATIONS fOR 1928 

[483] 

SMALL MANUrACTURING CORPORATIONS WITH NET INCOMES UNDER $2000 

EARNINGS RATE:S CLASSES 

of this sample is much lower than that for all manufactur
ing corporations in the country taken en masse, but we are 
not able to compare this average figure with that for all of 
the manufacturing corporations of the country with incomes 
between $1 and $2,000. Nor is there available any distribu-' 
tion of incomes for all manufacturing corporations in the 
country with absolute incomes of this amount, with which to 
compare the income distributions of the corporations in this 
sample. Because of the absence of any assurance in these 
matters we have made but slight use of this sample through
out the volume, the only instance' of its employment being 
the preparation of the frequency distributions of the earn
ings of individual corporations with positive net incomes 
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as presented in Chapter 2. This utilization of the sample is 
discussed in the following section. 

Although we have no information on the comparative 
distribution of incomes, in most years the sample contains 
much the same proportion of its 'specific universe' as does 
the small corporations sample (from about 4 to 6 per cent 
in 1926-28) and a somewhat larger proportion than the 
large corporations sample. Prirparily upon the basis of this 
representation in each year, the combination of its frequen
cies for individual corporations' earnings rates with those 
of other samples, now about to be described, has been es
sayed. 

d. Combination of Samples-
Frequency Distributions of Earnings Rates 

According to the annual reports of the Bureau of Inter
nal Revenue, roughly 50,000 manufacturing corporations 
have net incomes in anyone of the years 1925, 1926, 1927 
and 1928. The publications of the Bureau of Internal Reve
nue give no information on the distribution of earnings 
rates or of capitals among these individual corporations, 
but, as has already been noted, they do give frequency dis
tributions for the absolute size of the incomes alone. By 
first using these distributions in conjunction with our several 
samples and then expanding the latter, we are able to ap
proximate a complete distribution of ea~nings rates for all 
of the country's corporations. 

For this purpose, we employ three sets of data: (1) our 
'large corporations' series already described both in this 
chapter and in Book II; (2) the 'small corporations' series 
described in this chapter and in Book III; (3) the 'small 
corporations with positive incomes of less than $2,000' 
series mentioned in the immediately preceding section of 
this chapter. Our problem is now to define as carefully as 
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possible-without being so meticulous as to give a specious 
impression of the accuracy of our results-the ratios exist
ing between the sizes of these three samples and their re
spective universes; then by appropriate weighting, to com
bine and expand the three samples so as to obtain a fairly 
good picture of the entire universe of manufacturing cor
porations with net incomes. The procedure will assume a 
certain degree of 'representativeness' within each sample; 
and the extent to which this assumption is justified is some
thing concerning which the reader who has considered the 
preceding sections of this chapter may himself judge. 

The data for 1928 will afford an illustration. In 1928 
the tabulations of the Bureau of Internal Revenue. indicate 
that of the 55,007 manufacturing corporations in the coun
try wi th net incomes: 

17,245 earned under $2,000; 
29,555 earned from $2,000 to $49,999; 

8,207 earned $50,000 or more. 

Taking first the sample for 'small corporations with posi
tive incomes under $2,000', the 1,118 corporations of our 
sample are seen to amount to 6.5 per cent of the total 
number in the country having such incomes. There are thus 
actually about 16 times as many manufacturing corpora
tions in the country with net incomes of from $1 to $1,999 
as in our sample. Upon the assumption that the sample is· 
fairly representative (an assumption probably not so well 
founded in the case of this sample as in that of the two 
others), we may therefore say that the proper frequency 
for any class interval of the distribution of earnings rates 
for all corporations in the country (with incomes of from 
$1 to $1,999 in 1928) is 16 times the number shown by 
the corresponding class interval in our sample (that is, 100 
per cent, divided by 6.5 per cent, equals roughly 16). The 



[486] INDUSTRIAL PROFITS 

561 corporations which, in the sample, were found to have 
earned under 5 per cent upon their capitals are thus multi
plied by 16 and appear as 8,976 corporations, in the 'Under 
five per cent' class interval, in the work-sheets which we now 
use to build up the new estimated distribution for the entire 
country. 

Similarly, our 'small corporations' sample consists mainly 
of corporations with incomes between $2,000 and $49,999. 
It contains 1,421 corporations, or 4.8 per cent of the total 
number reported by the Bureau of Internal Revenue for 
those income classes. The frequencies for each class inter
val of the sample here are each multiplied by 20. 

In the same manner our large corporations series, with 
1,970 corporations in 1928, the incomes of which are 
mainly over $50,000, are seen to constitute a 24 per cent 
representation of all manufacturing enterprises in the coun
try with incomes of over that amount in 1928. Frequencies 
in all class intervals of the sample distribution here are thus 
multiplied by four, in order to give an approximately cor
rect picture of the actual numbers of large corporations in 
each class, in the entire universe--again upon the assump
tion that the sample is fairly representative. 

Finally, the three new sets of (expanded) frequencies 
for each class interval are added together to give the com
pleted estimated distribution for all sizes of corporations 
combined. The resulting totals are thus weighted by the 
relative numbers of small and large corporations belonging 
to each earnings rates class, and the bias that would attach 
to any simple combination of the original frequencies for 
the three samples-were the distributions of earnings rates 
different as between the three samples-is thus eliminated. 

In other years different weights are used, but the method 
is the same. Table 102 gives the basic data for all years, 



TABLE 102 CI> 

> BASIC DATA UNDERLYING THE DETERMINATION OF WEIGHTS ;;: 
EMPLOYED IN PREPARATION OF ESTIMATED FREQUENCY DIS- '" TRIBUTIONS OF EARNINGS OF INDIVIDUAL MANUFACTURING t"' 

CORPORATIONS IN THE UNITED STATES, 1925-1928' -Z 
Tk", Sampl" Q , 

SMALL CORPORATIONS > 
WITH INCOMES OF LESS SMALL CORPORATIONS LAIlG! CORPORATIONS Z 

HUMBER THAN $2,000 IERIE8 SERIES SERIU t:l 
OF MANU- PERCENT" PERCENT PHRCENT 

FACTUkING QrALL OF ALL OP ALL ::!!l 
CORPORATIONS NO. OF CORPORATIONI NO. OF CORPORATIONS HO.OF CORPORATIONS t<l 

8IZ! OF IlfTHB CORPO- INTHB CORPO- IN THE CDRPO- INTH! -HETINCOMB COUNT1lY RATIONS COUNTRY - WEIGHT RATIONS COUNTRY WEICHT IlATIONS COUNTlY WEIGHT Q 

1925 :l: 
Under $2,000 17,756 406 2.3' 43 '" 2,000 to 49,999 27,986 1,461 5.2 19 -Z 50,000 and over 8,395 2,016 24.0 4 Q 

Total 54,137 

1926 
UDder $2.000 19,460 1,008 5.2 18 

2,000 to 49,999 27.548 1,468 5.3 19 
SO,OOO and over 8,086 1,996 24.7 4 

Total 55,094 

1927 
Under $2,000 19,435 703 3.6 25 

2,000 to 49,999 26,470 1,665 6.3 16 
,...., 
-l>o SO,OOO Bnd over 7,7lS 1,984 25.7 4 00 

Total 53,620 
..., ...... 



SIZE OF 
NET INCOME 

1928 
Und.r $2,000 

2,000 to 49,999 
50,000 and over 

Total 

TABLE 102 (continued) 

BASIC DATA UNDERLYING EARNINGS OF CORPORATIONS 

NUMBER 
OF MANU

FACTURINC 

SMALL CORPORATIONS 
WITH INCOMES OF LESS 

THAN $2,000 SERIES 
PERCENT 
OF ALL 

CORPORATIONS NO. OF CORPORATiONS 
IN THE CORPO- IN THE 

Th"e ,Samples 

SMALL CORPORATIONS 
SERIES 

PERCENT 
OF ALL 

NO. OF CORPORATiONS 
CORPO- IN THE 

LARGE CORPORATIONS 
SERIES 

PERCENT 
OF ALL 

NO. OF CORPORATIONS 
CORPO- .... IN THE 

COUNTRY RATIONS COUNTRY WEICHT RATIONS COUNTRY WEIGHT RATIONS COUNTllY WEICHT 

17,245 
29,555 

8,207 

55,007 

1,118 6.5 16 
1,421 20 

1,970 24.0 4 

I See tnt for aplanation, The final eltimated frequency distributions them!lelves are given in Chapter 2. 
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together with the multiples or weights employed. The final 
distributions themselves appeared in Chapter 2. 

4. SAMPLES FOR THE TRADING DIVISION 

a. Large Trading Corporations Series 
The number of corporations engaged in Trading in dif· 

ferent years of the period 1919-28 range from ~O,OOO to 
130,000. By number, our large corporations sample for 
Trade, which consists of 664 corporations in every year of 
the period, comprises in all years less than a 1 per cent 
representation, the figure varying from 0.5 per cent to 0.9 
per cent. In terms of income, however, the 664 corpora
tions of the sample in most years account for about 30 per 
cent of the total net income received by all trading corpora
tions in the country~ 

As in the Manufacturing sample, however, the large cor
porations series for Trade contains relatively few companies 
with deficits, 2 per cent or less in most years.'· In the entire 
country the number of Trading corporations with net in
comes in 1928 was about 80,000 as compared with the total 
of 130,000. The number with net incomes in the sample in 
the various years comprises 0.8 per cent to 1.3 per cent of 
the universe of Trading corporations with net incomes. In 
terms of incomes received, the 'with net' corporations of 
the sample, however, in 1928 account for about 25 per cent 
of that for all Trading corporations in the country" with 
such incomes. 

Although not nearly so markedly as in Manufacturing, 
the large corporations series for Trading is principally a 
sample of enterprises with net incomes of over $50,000.21 

10 In 1920 and 1921, however, the figures were 7 and 17 per cent respec
tively. 

11 In most years the Dumber of companies witb incomes of under $50,000 
i. 20 per cent or less; but in 1928 the figure is 28 per cent, and in 1921) 
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In 1928 it contained 14 per cent of all such Trading corpo
rations in the country_ 

As was done previously, we may compare the distribu
tion of size of incom'es for the sample and for all corpora
tions in the country in the 'over $50,000' class. Tables 103 
and 104 give results for 1928. The figures for that year, 
which are typical, exhibit essentially the same characteris
tics as did those for the large corporations series in Manu
facturing: a much smaller preponderance of incomes in the 

TABLB 103 

FREQUENCY DISTRIBUTIONS OF NET INCOMES FOR ALL TRAD
ING CORPORATIONS IN THE UNITED STATES WITH INCOMES 

OVER $50,000 IN 1928 

43 

NUMBER OF PERCENTACB 
SIZE OF INCOME CORPORATIONS OF TOTAL 

$50,000- 100,000 1,857 53.5 
100,000- 250,000 1,071 30.9 
250,000- 500,000 312 9.0 
500,000-1,000,000 132 3.8 

1,OOO,OO(}"'S,OOO,OOO 85 2.4 
5,000,000 and over 14 0.4 

Total 3,471 100.0 

TABLE 104 
FREQUENCY DISTRIBUTIONS OF TOTAL NET INCOMES FOR 
COMPANIES WITH INCOMES OF OVER $50,000 IN THE LARGE 

TRADING CORPORATIONS SAMPLE, 1928 

NUMBER OF PERCENTAGE 
SIZE OF INCOMB CORPORATIONS OF TOTAL 

$50,000- 100,000 130' 27.1 
100,000- 250,000 192 40.1 
250,000- 500,000 78 16.3 
500,000-1,000,000 36 7.5 

1,000,000-5,000,000 34 7.1 
5,000,000 and over 9 1.9 

Total 479 100.0 

per cent. The latter figure, however, includes the corporations with 
deficits. 
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lowest bracket in the sample than for all the corporations 
of the country, and relatively larger frequencies in the 
higher brackets. The reason is in part undoubtedly the same 
as in the case of Manufacturing-the inclusion of tax
exempt income in the sample ligures-and in part because 
the sample is biased in an upward direction with respect to 
the size of corporations. 

b. Small Trading Corporations Series 
This sample, like the small corporations series for Manu

facturing, consists of non-identical corporations with posi
tive net incomes most of which are between $2,000 and 
$50,000. It may be compared, therefore, with that segment 
of the universe of Trading corporations for the two years 
1924 and 1928. 

Of the 35,000 Trading corporations in the country with 
such net incomes ($2,000-$50,000) in 1924, the 1,350 
corporations of the sample constituted only a 4 per cent 
representation. In 1928 the 1,337 corporations of the sam
ple comprised a 3 per cent representation. In terms of net 
income received, however, the sample accounted for 5.5 
per cent of the total in 1924 and 4.4 per cent in 1928. 

Frequency distributions of the absolute net income 
amounts for the sample in these two years are not available. 

5. SAMPLES FOR THE MINING DIVISION 

a. Large Mining Corporations Series 
Between 13,000 and 19,000 corporations were engaged 

in Mining in various years of the period 1919-28. The 88 
corporations of our large corporations series constitute 
only about one·half of one per cent of these in every year. 
In terms of net income, however, they account for a widely 
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varying proportion of the total." In terms of all Mining 
corporations of the country with net incomes, the sample 
constitutes about a one to one and one-half per cent repre
sentation by number in most years. In terms of net income 
the corresponding ratio is not available." 

As in the cases of the two preceding industrial divisions, 
however, the large corporations sample for Mining is pri
marily one of corporations with net incomes of over $50,-
000. The corporations of the sample having such incomes 
constitute about 85 per cent of the total number in the 
sample in most years. We may accordingly compare the 
distributions of incomes for the sample and for all such 
corporations in the country. 

The 1928 distributions are presented in Tables 105 and 

TABLB 105 
FREQUENCY DISTRIBUTIONS OF NET INCOMES FOR ALL MINING 

. CORPORATIONS IN THE UNITED STATES WITH INCOMES OF 
OVER $50,000 IN 1928 

NUMBER OF PERCENTAGE 
SIZE OF INCOME CORPORATIONS OF TOTAL 

$50,000- 100,000 252 40.1 
100,000- 250,000 206 32.8 
250,000- 500,000 79 12.6 
500,000-1,000,000 40 6.4 

1,000,000-5,000,000 43 6.8 
5,000,000 and over 8 1.3 

Total 628 100.0 

106. As in the other industrial divisions, the lower brackets 
show a smaller relative frequency in the sample than for 
all corporations in the country, while the four upper brackets 
all show the reverse. The reasons are doubtless the same 

21 For example, 19 per cent in 1923, and IS per cent in 1927. In 1924 the 
figure nceeds 100 per cent. 

:II The Souru-Book does not show separately the aggregate deficit for the 
Mining corporations with losses. 
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TABLB 106 

FREQUENCY DISTRIBUTIONS OF TOTAL NET INCOMES FOR 
COMPANIES WITH INCOMES OF OVER $50,000 IN THE LARGE 

MINING CORPORATIONS SAMPLE, 1928 

NUMBER OF PERCENTAGE 
SlZB OF [NeOMJI CORPORATIONS OF TOTAL 

$50,000- 100,000 11 14.9 
100,00()" 250,000 17 23.0 
250,000- 500,000 14 18.9· 
500,000-1,000,000 12 16.2 

1,000,000-5,000,000 15 20.3 
5,000,000 and over 5 6.7 

Total 74 100.0 

as in the cases of the large corporations series for Manu
facturing and Trading. 

6. SAMPLES FOR THE FINANCE DIVISION 

a. Large Corporations Series 
The total number of financial corporations in the coun

try ranges from about 70,000 in 1919 to 130,000 in 1928. 
By number, our 346 identical large corporations constitute 
less than a 1 per cent representation of those totals in all 
years. In terms of net income the sample accounts for 12 
to 21 per cent of the total during different years of the 
period 1922-28." 

The number of financial corporations with net incomes 
ranges from about 50,000 to 80,000. Of this segment of 
the universe our sample constitutes again less than a 1 per 
cent representation by number, but in terms of net income it 
accounts for a much larger proportion, the 1928 figure be
ing 11.1 per cent of the total. 

Like the large corporations sample in the other indus-

.. A, remarked elsewhere, our Finance sample excludes all life insurance 
companies. 
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trial divisions, however, that in Finance constitutes prin
cipally corporations with net incomes of over $50,000." 
The distributions of net incomes for the sample and for all 
financial enterprises in the country with incomes in the 
'over $50,000' group in 1928 are given in Tables 107 and 
108. They disclose the tendency that has been previously 
remarked in the large corporations series: a smaller rela
tive number of frequencies in the $50,000-$100,000 in-

TABLE 107 
FREQUENCY IOlISTRIBUTIONS OF NET INCOME FOR ALL FINAN
CIAL CORFORATIONS IN THE UNITED STATES WITH INCOMES 

OF OVER $50,000 IN 1928 

NUMBER OF PERCENTAGE 
SIZE OF INCOM B CORPORATIONS OF TOTAL 

$50,000- 100,000 2,110 45.7 
100,000- 250,000 1,458 31.6 
250,000- 500,000 512 11.1 
500,000-1,000,000 274 6.0 

1 ,OO(} ,000-5,000, 000 222 4.8 
5,000,000 aod over 37 0.8 

Total 4,613 100.0 

TABLE 108 

FREQUENCY DISTRIBUTIONS OF TOTAL NET INCOMES FOR 
COMPANIES WITH INCOMES OF OVER $50,000 IN THE LARGE 

FINANCIAL CORFORATIONS SAMPLE,' 1925 

NUMBBROF PERCENTAGE 
SIZE OF INCOME CORPORATIONS OF TOTAL 

$50,000- 100,000 32 9.6 
100,000- 250,000 115 34.5 
250,000- 500,000 79 23.7 
500,000-1,000,000 45 13.4 

1,000,000-5,000,000 49 14.6 
5,000,000 and over 14 4.2 

Total 334 100.0 
I The finance sample excludes life insurance companies . 

• In all years, the corporations with net income! of over $50,000 comprise 
94 per cent or more of the large corporations Finance sample. 
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come bracket than for all corporations in the country. The 
$100,000-$250,000 bracket again shows for the sample a 
much smaller relative frequency; while in all of the higher 
brackets the proportion of frequencies is far higher for the 
sample than for all corporations in the country. The ex
plana tion in terms of the inclusion of tax-exempt interest in 
the incomes of the sample is perhaps even more cogent in 
this group than in the other industrial divisions.· To what 
extent the discrepancy is due mainly to this and to what ex
tent to upward bias of the sample itself in respect of the 
size of corporations, we cannot say. • 



CHAPTER 44 

COMPARISON OF MINOR GROUP SAMPLES 

1. DESIRABILITY OF TESTING MINOR GROUP SAMPLES 

ALL of the characterization and appraisal of our several 
samples undertaken in the preceding chapter was in terms 
of their representativeness either for industrial divisions as 
a whole or as major groups. We did not discuss their pre
sumptive validi ty for minor groups. But it will be recalled 
that in the use of the large corporations series we subdi
vided Manufacturing into 73 minor groups, Trade into 22 
groups, Mining into 6 groups, and Finance into 5 groups. 
The small corporations samples were not susceptible of 
division into so many separate categories, but still a sub
stantial breakdown into minor industrial groups was made. 

It might, of course, be assumed that if a sample is good 
for purposes of major groups, it is also satisfactory for 
the analysis of minor groups, since the major groups are 
made up of minor group classifications. This conclusion, 
however, follows only if the distribution of corporations by 
each minor group is as relatively uniform and representa
tive as for the major group. The fact that, both by indus
trial divisions and by major groups, our samples have met 
certain tests of typicalness fairly well affords a presumptio" 
in favor of believing that many of the minor group samples 
that comprise it are probably also representative of their 
own specific universes; but it affords no certitude that this 

[496] 
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is so. \Ve ought, therefore, to spare no effort to verify or 
disprove, to the fullest extent possible, the accuracy of this 
presumption. 

The only decisive way to check. the validity of these 
minor group samples would be to compare the results ob
tained from their use with similar data relating to their 
several universes.' Obviously, this is an impossible proce
dure, for were data for all of these universes .available 
there would be no need to take samples. We are, however, 
fortunate in possessing certain more comprehensive sam
ples for many groups than those which were made use of in 
some of our analyses, and in the case of a few groups we 
do possess virtually complete universes for all corporations 
with net incomes in such industries. Analysis of these data 
may now throw valuable light upon the general question of 
the probable validity of the data in our more restricted 
samples. For this purpose we have two sets of test data 
available for manufacturing. The first set enables us to 
check. the accuracy of certain minor group samples in the 
large Manufacturing corporations series, while the second 
set makes possible the testing of certain samples in the small 
Manufacturing corporations series. 

2. A TEST OF SAMPLES: LARGE MANUFACTURING 

CORPORATIONS 

It will be recalled that our large corporations sample· 
constitutes by number approximately a 4 per cent repre
sentation of the total number of manufacturing corpora-

1 'Universe' here is u!lcd, of course, in the sense of the complete minor 
group from which the sample is drawn: e.g., in tbe minor group, Bakery 
Products, comparison of the results in each of our samples would have to 
be made with the results for all corporations engaged in the manufacture 
of Baker'y Products in the United States, similarly. with Package Foods, 
Castings and Forgings, etc., etc. 



[498] INDUSTRIAL PROFITS 

tions in the country with net incomes. For seven of the 
manufacturing minor groups we have available what amount 
to virtually complete universes of all the corporations in 
the country with net incomes in these groups. In some 
of these 'universes' the proportion of the total number of 
corporations in the country included runs as high as 95 
per cent. The omissions are even slighter in terms of pro
portion of total investment and income represented than 
by number of corporations. Thus for practical purposes we 
may dismiss these deficiencies as negligible and may regard 
the 85 or 95 per cent representations that are available as 
constituting the whole of each of these seven industries.' 
The seven groups in question, together with the number of 
corporations in each for the sample and for the universe, 
are given below.' 

Minor group 
Tobacco 
Cotton Spinning 
Book and MU9ic Publishing 
Toilet Preparations 
Textile Machinery 
Engines and Parts 
Railway Equipment 

Number of corporations 
In sample In u1Ii'lJeru· 

23 ISO 
12 141 
17 180 

9 104 
18 112 
11 103 
21 142 

• Average yearly number 

~ The sets of data which we shall bere term 'universcs' are described 
in the Source-Book (p. 102) as UData for corporations in selected sub
groups ... samples which vary in the proportion in which they represent 
their respective universes, but ... (referring to the samples we are now 
terming as universes) which range £;r'om 80 per centum to 95 per centum 
in tbis respect". Data for the minor groups to which the part of the sup~ 
plementary caption here quoted pertains, appear 00 pp. 134 ft. of the Souru~ 
Book. The tefm 'subgroup' is not entirely synonymous with the term minor 
group throughout the tables of the Souru~Book (see p. 6) but for the seven 
industries here discu!lsed, the two terms are identical, i.e., the seven sub
groups 'in question correspond with the seven minor groups that are being 
tested. 

B The number of corporations in the sample is the same in each year, 
the large corporatiOn! series, the reader will recall, being one of identical 
corporations. That for the universe is not the same in each yea r; the 
number shown above ie an annual average. 
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We may now undertake three comparisons of the two 
. sets of data for the seven groups: (a) the absolute levels 
of profitableness in the sample and in the universe as meas
ured by the percentage of net income to capitalization in 
each; (b) relative fluctuations in profitableness over a time 
period; (c) relative profitableness in terms of the stand
ing of each groull relative to the others. 

a. Absolute Profitableness of Samples and Universes 
If we examine the earnings rates on investment received 

by the corporations of the sample and those of the universe 
in each group,' we find little or no discrepancy in most 
years of the period 1919-28 in some groups and fairly sub
stantial discrepancies in others. To illustrate, the Tobacco 
group shows almost identical data in every year for the two 
series of figures. In the five years 1924-28, for example, 
the large corporations sample of 23 companies in this 
group showed the following rates of return: 

13.5 15.0 14.7 16.0 15.6j 

while the figures for the universe were: 

15.0 IS.! 14.7 16.0 1S.6. 

On the other hand, in Toilet Preparations, which shows 
the greatest discrepancies, the returns for the nine corpora
tions of the sample were: 

37.6 32.4 28.8 28.1 25.4; 

while for the universes the figures were: 

25.1 24.0 23.5 18.5 19.7. 

However, while the discrepancies are large the rate of re
turn is consistently high in both the universe and the sample 

"It need not, of course, be said that the figures for the universes include 
the figures for the respective aampiea in all casea. 
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as compared with that in most other manufacturing minor 
groups. This point will be touched upon again later. 

Between these two extremes of a virtually perfect sample 
in the Tobacco group and a much less perfect one in Toilet 
Preparations, the other five of these seven groups are 
ranged. The two series of figures for the ten years for each 
group are given in Table 109. The criti~al reader should 
now ask: how serious are the several discrepancies, individ
ually and en masse? 

Perfect correspondence throughout, of course, was not 
to be expected, both because of the general law of proba
bilities and because the large corporations sample differs 
in several known respects from the universe from which it 
is drawn.· Too great differences, however, if characteristic 
of most groups, would invalidate the sample for purposes 
of minor group analysis. But what is meant by 'too great'? 
What general criteria of the permissible limits of tolerance 
might be set up? 

In passing judgment on the satisfactoriness of the sam
ple, the specific purposes of the inquiry must govern any 
standards that are adopted (ct. Ch. 1). For purposes of 
ascertaining whether the return on investment in a given 
industry much exceeds, or falls short of, the interest rate 
on free capital or long-time loanable funds, one standard of 
accuracy might be adopted. For ascertaining whether the 

tI As we have elsewhere pointed out it contains: (1) corporations of 
greater than average size; (2) ooly corporations that remained in business 
for at least a ten~year period; and (3) in each year a small proportion 
of companies with deficits instead of positive net incomes. For the third 
reason, it is, of course, a somewhat better sample of all manufacturing in 
the country than it would otherwise be, but is a less typical sample of all 
the corporations in the country with oct incomes. However, this third 
qualification is Dot very important in the years otber than 1921, since the 
proportion of companies with deficits, as discussed in Ch. 8, is but slight, 
and essentially the sample may be regarded as one of corporations with 
net income! i indeed, mainly as one of corporations with net incomes of 
over $50,000, as discussed in Ch. 41. 



TABLE 109 
3: 
Z 

EARNINGS RATES UPON INVESTMENT FOR SEVEN GROUPS, 0 
SAMPLE AND UNIVERSE, 1919-28 ~ 

(samples from large corporations stritsY Cl 

1919 1920 1921 192Z 1923 1925 
~ 

GROUP 1924 1926 1927 1928 0 
Tobacco c::: 

Sample 14.0 11.7 13.1 14.2 13.4 13.S 1S.0 14.7 16.0 1S.6 '"II 
Universe 13.3 11.4 12.8 14.6 12.S IS.O IS.S 14.7 16.0 1S.6 en Cotton spin"i", > Sample 47.0 37.4 10.4 16.0 13.8 7.6 12.3 10.1 10.4 9.S 3: Universe 32.3 2S.8 9.S 12.3 12.4 8.2 9.4 7.9 9.S 9.6 '"II Book and mUlic publishing t"' 
Sample 17.6 13.8 13.S 20.4 18.3 18.9 16.9 14.9 11.4 12.1 t>I 
Univertt 14.S 14.7 12.2 23.2 IS.6 IS.2 1S.1 13.0 13.9 14.4 en 

Toiln pre/Jarationl 
·Sample 39.3 19.6 29.2 S3.2 3S.S 37.6 32.4 28.8 28.1 2S.4 
Universe 20.S 1S.7 18.4 2S.7 20.3 2S.1 24.0 23.S 18.S 19.7 

Te;aile macllinuy 
Sample 27.4 17.2 22.6 22.3 18.3 10.6 14.8 14.4 IS.9 14.6 
Universe 2S.2 21.3 19.0 17.4 18.1 13.7 16.2 IS.8 14.3 13.0 

Engines 
Sample 28.0 19.2 9.4 10.6 14.6 28.0 9.2 14.1 11.1 6.9 
Universe 26.6 13.0 10.8 11.9 10.2 10.0 13.7 12.7 21.0 U.S 

RailfWay eguipmmt 
Sample 17.0 10.6 4.3 7.2 U.S 8.4 . S.l 7.6 S.6 3.4 
Universe 16.1 10.6 7.4 10.S 14.1 9.7 10.S 11.6 9.2 7.S ...... 
J See text for explanation. '" 0 .... 

'-' 
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tendency towards an equality of profit rates in different' in
dustries over a period is realized, another standard might 
be adopted. For ascertaining such fluctuations in profits and 
profit rates as are significant in endeavoring to throw light 
upon the cyclical movements in the several industries, still 
other standards might serve; and so on. . 

But no one absolute arithmetical measure of difference 
between the sample datum and the universe datum for the 
rate of earnings will serve even a specific purpose. We could 
not, for example, say that in these percentages of income to 
capitalization figures a difference of two points (2 'per 
cent') would indicate that the sample was either satisfac
tory or unsatisfactory. In an industry t'hat showed a 4 per 
cent return for the sample, but a 6 per cent return for the 
universe, a two-point discrepancy might be regarded as more 
than negligible; for not only is the 6 per cent return one
half again as great as the 4 per cent, but also is equal to a 
so-called normal interest rate for capital employed in manu
facturing industries, while the 4 per cent return is not. On 
the other hand, in an industry for which the sample data 
show a return of 22 per cent, whereas that for the universe 
is 20 per cent, the two-point discrepancy amounts to a dif
ference of only one-tenth, instead of one-half, in profitable
ness and makes no real difference at all with respect to the 
economic and financial problems of the industry. 

But if no absolute arithmetical measure of difference 
will serve, neither will a straight proportional or logarith
mic formula suffice .. One might, for example, be tempted to 
say that no discrepancy that approached anything like a 33 
per cent difference in the datum of the sample and that of 
the universe should be permitted; yet again qualification is 
necessary. As between two such rates of return as 2 and 3 
per cent upon investment, there is no significant difference; 
both are unsatisfactory returns; either datum shows that 
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the industry is unprofitable, stands relatively low in the 
scale, and does not earn as much as an ordinary interest 
rate on either working or permanent capital. But in the case 
of two such figures as 10 and 15 per cent, the one datum 
shows a very different situation than the other, even 
though their relation is exactly the same as that between 2 
and 3 per cent. The industry earning 10 per cent, as we 
have seen in previous chapters, may be below the general 
average return, whether arithmetic mean or median be 
taken, for either the major group or industrial division to 
which it belongs; whereas the one earning 15 per cent may 
stand in most years in the forefront of the various indus
trial groups with which it is classed. Thus there is little to 
choose between an absolute measure or a straight propor
tional measure of the differences we are seeking to evaluate. 

We therefore leave this question without an attempt at 
definite answer. We could set up an arbitrary scale of dif
ferences (an irregular, non-proportional sliding scale), 
apply it to the several samples, and thus summarize the 
situation quantitatively. This procedure has indeed been 
followed experimentally, on several bases.' But the arith
metical results achieved depended mainly upon the assump
tions made in drawing up such scales. The summarizing 
of the differences shown in Table 109, and the drawing of 
conclusions as to their significance, are therefore left to the 
reader.· 

b. Time Fluctuations in Samples and Universes 
But whether substantial absolute differences between the 

earnings rates of any particular sample and those of the' 

t The significance of the samples might, of course, be more elaborately 
tested by an application of the calculus of probabilities to our data. No 
effort is made to apply such mathematical technique in these chapters i 
however, basic data that would make possible a partial analysis of samples 
and universes appear in Appendix B. 
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universe are present, we may inquire concerning the com
parative trends of the two sets of figures during the period 
1919-28. 

In general the earnings rates of the sample show the 
same trend as those for the universe in nearly all groups. 
The only conspicuous exception is Engines and Parts, where 
a correspondence between the two series prevails for the 
first three years of the period, but none is evident between 
1922 and 1927. 

No extended comment is called for in connection with 
the conclusion that these samples are fairly satisfactory in
dicators of fluctuations in the earnings rates of the indus
tries which they represent_ This generalization holds 
somewhat less well for the Toilet Preparations and for the 
Book and Music Publishing groups during parts of the 
period than for the others; but the several curves of Chart 
67 indicate that on the whole, in most of these seven groups, 
the sample data follow the same general direction as those 
for the universe. 

c. Relative Profitableness of Samples and Universes 
Having discussed the 'absolute profitableness' of each 

industry, as well as the trends of each series of figures, we 
may now ask how good or bad these seven samples are 
with respect to the relative profitableness of one minor 
group compared with the others. For it will be recalled that 
much of the analysis in the earlier chapters of this volume 
was concerned not with absolute profit rates, but with the 
standing of particular minor groups, in anyone year and 
over Il period, relative to other groups and to average fig
ures for an industrial division as a whole. 

First, as to the standing of the sample datum and the 
universe datum for each group in anyone year, relative to 
the other groups. If we take an arithmetic average of the 
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EARNINGS RATES OF SEVEN MINOR GROUP SAMPLES 
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CHART 67 ICONT.1 
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CHART 67 (CONT.) 
EARNINGS RATES OF SEVEN MINOR GROUP SAMPLES 
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mean rates of return for each of our seven minor groups in, 
for example, 1928, we find that the average earnings rate 
upon investment for the seven universes is 13.3 per cent. 
We then compute the deviations of the individual figures for, 
the seven universes from this average. Similarly, the aver
age figure in the same year for the seven samples is 12.5 
per cent; and we compute the deviations of the several sam
ples from it. The results are given below. 

Group 
Tobacco 
Cotton Spiooing 
Book a{ld Music Publishing 

U"iv~ru 
2,3 

-3.7 
1.1 

Deviations· 
Sample 

3.1 
'-3.0 
-0.4 
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Group 
Toilet PreparatioDs 
Textile Machinery 
Engines and Part! 
Railway Equipment 

• Absolute points or 'percentaget' 

INDUSTRIAL PROFITS 

Deviations
Unirtlersl 

6.4 
-{).3 

O.Z 
-S.8 

Sample 
IZ.9 
Z.I 

-S.6 
-9.1 

It is to be observed that in most instances a negative 
deviation in the universe is accompanied by a negative devi
ation in the sample; and a positive deviation in the universe 
by a positive deviation in the sample. Where this is not so, 
the deviation that is of the opposite sign is very slight; and 
in a longer array of groups the discrepancies involved, even 
where the signs are different, would probably not affect 
appreciably the common height above-or common level 
below-the median of the 73 manufacturing groups at 
which both sample datum and universe datum would stand. 
This conclusion may not hold entirely for Toilet Prepara
tions in 1928; here the deviations are both positive, but 
that for the sample is larger than that for the universe. But 
in all other instances these comparative deviations, if a 
larger array were involved, suggest that no great discrepan
cies in the relative standing of the groups would take place 
as between the use of complete universe data (were they 
available) and the use of the sample data for the large cor
porations series, when cast into minor groups. The same 
general conclusion applies to the observations of most other 
years of the period, the deviations for which are given in 
Table 110. 

But even greater interest attaches to summary figures for 
the period as a whole, in these same terms; for our inquiry 
in Chapter 3 concerned the equality or non-equality of profit 
rates in different industries over a time period. With this in 
minc;l, we may compare the deviation of the average of the 
ten annual earnings rates for each sample group from the 



TABLB 110 ::: -DEVIATIONS FROM MEAN EARNINGS RATE UPON INVESTMENT, Z 
1919-28, AND FROM TEN-YEAR AGGREGATE RATE, SEVEN 0 

MINOR GROUPS 
,. 

(samples from larg' corporations s"ies)' Cl ,. 
CROUP 1919 1920 1921 1922 1923 1924 1925 192d 1927 1928 1919-28' 0 

c:: 
MEAN RATES "<I 

All letfJ,n groups U> 

Sample. 27.2 18.5 14.6 2Q.6 18.2 17.8 IS_I 1U 14.1 12.S 17.4 > 
Universe. 21.2 16.1 12.9 16.5 14.7 13.8 15.0 14.2 14.6 13.3 IS.2 ::: 

"<I 
OBVIATIONS FROM MEAN RATES t"' 

Tobacco t>l 

Sample -1!.2 -6.8 -1_S -6.4 -u -4.3 -0.1 -0.2 1.9 3.1 -3.3 U> 

Universe -7.9 -4.7 -0.1 -1.9 -2.2 1.2 0.1 0.1 1.4 2.3 -1.1 

Cotton spinning 
Sample 19.8 18.9 -4.2 -4.6 -4.4 -10.2 -2.8 -4.8 -3.7 -3.0 0.1 
Universe 11.1 9.7 -3.4 -4.2 -2.3 -5.6 -5.6 -6.3 -5.1 -3.7 -1.5 

Bod and music publishing 
Sample -9.6 -4.7 -u -0.2 0.1 1.1 1.8 0.0 -2.7 -0.4 -1.6 
Universe -6.7 -1.4 -0.7 6.7 0.9 1.4 0.7 -1.2 -0.7 1.1 0.0 

Toild preparati(J1II 
Sample 12.1 U 14.6 32.6 17.3 19.8 17.3 13.9 14.0 12.9 IS.l 
Univene -0.7 -0.4 5.5 9.2 5.6 11.3 9.0 9.3 3.9 6.4 5.9 

T ,xtilt maC/lintry ...... 
'" Sample 0.2 -1.3 8.0 1.7 0.1 -7.2 -0.3 -0.5 1.8 2.1 0.4 0 

Universe 4.0 5.2 6.1 0.9 3.4 -0.1 1.2 1.6 -0.3 -0.3 2.2 '" ...... 



GIlOUP 

E"ginu 
Sample 
Universe 

Railway ~guipme711 
Sample 
UDiver.e 

TABLB 110 (continued) 

DEVIATIONS FROM MEAN EARNINGS RATE UPON INVESTMENT, 
1919-28, AND FROM TEN-YEAR AGGREGATE RATE, SEVEN 

MINOR GROUPS 

{samples from large corporations seriesl 
1919 19Z0 19Z1 1922 19Z1 19U 19Z5 19Z6 19Z7 

DEVIATIONS FROM MEAN RATES 

0.8 0.7 -5.2 -10.3 -3.6 10.2 -5.9 -0.8 -3.0 
5.4 -3.1 -2.1 -4.6 -4.5 -3.8 -1.3 -1.5 6.4 

-10.2 -7.9 -10.3 -13.4 -4.7 -9.4 -9.8 -7.3 -8.5 
-5.1 -5.5 -5.5 -6.0 -0.6 -4.1 -4.5 -2.6 -5.4 

'Ten-year aggregate. 
I See text. 

19Z8 1919-2S' 

-5.6 -2.3 
0.2 -0.9 

-9.1 -9.1 
-5.8 -4.5 

-
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ten-year rates for each universe with a similar average of 
all seven universe groups.' These deviations, from the ten
year average earnings rates of 15.2 per cent and 17_4 per 
cent for the seven universes and samples respectively, are: 

Grou, 
Tobacco 
Cotton Spinning 
Book and Music Publishing 
Toilet Preparations 
Textile Machinery 
Engines and Parts 
Railway Equipment 

Deviations of ten~year average. 
U"ifltru Sampl, 

-1.1 -u 
-1.5 0.1 

0.0 -1.6 
5.9 15.5 
2.2 0.4-

-0.9 -2.3 
-4.5 -9.1 

Much the same things are to be said of this comparison 
as of that for the single year 1928 which was undertaken 
above. Even the broad discrepancy in Toilet .Preparations 
exercises but little effect upon its relative standing: in any 
array either of samples or of universes it would stand as 
one of the most profitable minor groups. We cannot, of 
course, present such an array for the universes of our 73 
manufacturing groups in contrast with that for our samples; 
but study of the deviations-'median difference coefficients' 
-discussed in Chapter 3, in conjunction with the data of 
the present section, confirms the conclusion just set forth. 

As of restricted interest in this connection, we may finally 
rank the seven minor groups under discussion in terms of 
the earnings rates of the samples and universes respectively. 
The earnings rates themselves for the ten-year period are 
given in Table 110, but these are the ranks: 

'Thc"lC are not strictly tten-year aggregates' of the sort employed in 
previous chapters in the measurement of eamings raka for the period, 8S 
they are average. of the annual percentages of return on investment and 
Dot derived from a ten-year accumulation of the original investment and 
original income data. It scems wiser here to avoid the weighting that 
would result from the latter procedure, since in no group would the uni
verse consist of the same number of corporatioDs in successive yearl in 
the period. The differences that result, however, probably will not be large 
io any case. 
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Group 
Toilet Preparations 
Textile Machinery 
Book and Music Publishing 
Engines and Parts 
Tobacco 
Cotton Spinning 
Railway Equipment 

INDUSTRIAL PROFITS 

Rank among all seven groups, 
the most profitable being first 
Uni'VU'u Sample 

1 1 
Z Z 
3 4 
4 S 
S 6 
6 3 
7 7 

It is obviously unnecessary to compute a coefficient of 
rank correlation between these two series of ranks when 
ordinary inspection indicates the high positive character of 
the correspondence; but were arrays of this character avail
able for all 73 manufacturing groups, the coefficient would 
be high indeed if the same general relationships prevailed. 
Our assumption that such is the case is, of course, based 
only upon our knowledge of these seven groups. But it may 
be pointed out that the groups are selected quite at random; 
they merely happen to be ones in which universe data are 
available and which, with respect to the industrial classifica
tion of corporations within each group, chance to corre
spond with specific minor groups of the large corporations 
series sample. 

3. A TEST OF THE SMALL MANUFACTURING CORPORATIONS 

SERIES 

We may now proceed to test in the general manner of 
the preceding section several of the minor group samples 
in the small non-identical corporations series for Manufac
turing. The number of minor groups for which 'universes' 
are available here chances again to be seven. But we must 
point out at the beginning that these seven universes are not 
of the same virtually complete character as those with 
which we compared the large corporations samples in the 
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preceding section. As a matter of fact, they are simply 
greatly enlarged samples, to which we may impute a higher 
degree of stability and representativeness than to the sam
ples of our small corporations series.· This calls for some 
further explanation. 

In originally compiling the small corporations sample for 
the Source-Book, it was sought first to isolate the manufac
turing corporations with net incomes of more thaD approxi
mately $50,000;· then, for each year of the period studied, 
to assemble about a 5 per cent representation of the manu
facturing corporations in the country with net incomes of 
from $2,000 to $50,000. The manufacturing sample thus 
drawn was then divided into 73 minor groups. In originally 
drawing this 5 per cent sample, however, it was anticipated 
that because of the varying sizes of the specific universes 
in the several minor groups, the minor group samples would 
be less good for some groups than for others. To illustrate, 
there are fewer corporations engaged in the manufacture of 
Railway Equipment or Textile Machinery than in the manu
fa,cture of Men's Clothing or Hardware and Plumbers' 
Supplies. A 5 per cent sample in the case of minor groups 
in which the absolute number of corporations in the universe 
was as low as 15 0 or 200 corporations, and in which the 
concentration oE industry was marked, might yield a very 
much less reliable result than one in which the absolute 
number of corporations was 1,500 or 2,000. For this 
reason, the general 5 per cent sample of All Manufacturing 
corporations in the country (with incomes of between 
$2,000 and $50,000) was supplemented by larger samples 
of from about 50 to 100 corporations each in 24 specific 
manufacturing industries. Of these 24 specific manufactur: 
ing industries for which such larger samples were drawn 
(such industries being termed subgroups in the S ource-

I This group was represented by the large corporations series. 
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Book), 17 represented-in terms of the industrial classifica
tion of activities included-less comprehensive divisions 
than the minor groups into which these activities were 
classified when the small corporations sample was later 
divided into 73 minor groups. The remaining seven, how
ever, correspond exactly in this respect with certain minor 
groups of the small corporations sample; and we may 
accordiilgly subject them to the same processes of analysis 
that were employed in the preceding section. 

Furthermore, these seven larger samples were actually 
employed in the minor group analyse~ of the earnings rates 
of small manufacturing corporations as presented in Book 
III, simply because they are presumably somewhat better 
samples than the smaller ones. Smaller samples were em
ployed in Book III for minor groups for which such larger 
samples were not available-.:..presumably in industries in 
which not the same need existed for bigger samples because 
of a larger number of corporations in the original universe 
or for other reasons such as a greater homogeneity of types 
of enterprise and activity within the minor group. It is, 
therefore, apparent that the comparison of these seven 
larger samples about to be undertaken is with samples that 
were not used in our analysis because they rest upon a more 
slender basis of probable accuracy than in the case of the 
several smaller samples (the 5 per cent representations) 
that were used, and that it was to safeguard against the 
probable defects in these seven samples that larger bodies 
of data were drawn for"the same minor groups. We may 
thus feel quite certain that whatever the extent to which 
these small samples that were not used turn out to be repre
~entative of the larger bodies of data which they represent, 
this degree of excellence of 'fit' will be exceeded (or poor
ness of 'fit' will be lessened) in the smaller samples actually 
employed. 
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Our procedure now is to add togethe.r the original data 
for the corporations in the sample and in the larger sample 
in each of these seven groups, and for convenience to caIl 
the combination of these two sets of figures the 'universe' 
for the minor group in question. ActuaIly it is in some in
stances not so large a proportion of the original total num
ber of corporations in the industry as it was of the universes 
discussed in the preceding section; but comparison with 
those other data will be facilitated by adopting the same 
terminology. We then compare the data of the small sam
ples with these 'universe' data. 

The seven groups thus about to be discussed, together 
with the number of corporations in each for the sample and 
for the universe, are given below. 

Number of corporations· 
Millor group 1" sample 111 ""i'Vt.'ru 

Bakery Products 25 11'4 
Flour 32 122 
Dairying 47 135 
Knit Goods Z4 113 
Lumber 49 137 
Painta 20 66 
Castings and Forgings 46 140 

• Average yearly number 

a. Absolute Profitableness of Samples and Universes 
Comparing the rates of return upon investment earned 

by the corporations of the samples and of the universes in 
the years between 1919 and 1928, we find that in some 
minor groups scarcely any differences are perceptible, 
whereas in others the absolute discrepancies in some years 
are substantial. As an example of 'leariy perfect correspond
ence, we may take the minor group Dairying, in which the 
earnings rates of the sample in the five years 1924-28 are: 

15.6 14.6 16.2 13.5 13.2; 



[516] INDUSTRIAL PROFITS 

while the figures for the universe are: 

14.6 14.7 13.0 12.0. 

On the other hand, about the poorest case of correspond
et'ce is Bakery Products, where for the sample the figures 
are: 

12.9 22.3 17.1 10.1 17.1; 

while in the case of the universe they are: 

12.8 14.5 13.8 12.7 14.8. 

It is to be observed that the figures given second in Bakery 
Products in both series (the 1925 figures) are far apart 
indeed, although the discrepancies are not so serious in the 
other four years. The correspondence of the two sets of 
figures for this minor group is somewhat better for the first 
five years of the period 1919-23, the figures for which, 
together with those for all other groups, are given in 
Table 111. 

b. Time Fluctuations in Samples and Unroer.res 
But examining not merely the absolute levels of earnings 

rates in the small manufacturing corporations samples and 
the universes, we may observe the t",o sets of curves over 
the ten-year period and we may ask how well the trends in 
the one set correspond with those in the other (Chart 68). 

In four of the seven minor groups the correspondence is 
quite close: in Flour, Dairying, Castings and Forgings, and 
Lumber. In a fifth group, Bakery Products, the correspond
ence in the direction taken by the curves is fairly close in 
all but two or three years. In the two remaining groups, 
Knit Goods and Paints, correspondence for most of the 
period is absent; but in Paints it happens that for the 
period as a whole-that is, from 1919 to the end of 1928-
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TABLB 111 -z 

EARNINGS RATES UPON INVESTMENT FOR SEVEN GROUPS, 0 
SAMPLE AND UNIVERSE, 1919-28 '" (samples from small corporations Itries)' Cl 

'" CROUP 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 0 
Baiery prDduct, c:: 

Sample 26.5 10.0 12.6 9.0 1S.4 12.9 22.3 17.1 10.1 17.1 ..., 
Univcnc 16.6 14.6 11.6 11.4 1S.4 12.8 14.5 13.8 12.7 14.8 en Flour > Sample 20.2 6.3 8.6 9.8 11.5 8.1 8.9 9.7 8.7 10.8 ;;:: 
Univene 21.0 8.5 9.0 10.5 9.9 9.7 9.5 9.1 8.8 10.3 

~ Dairying 
Sample 18.0 16.8 18.8 17.3 11.2 1S.6 14.6 16.2 13.5 13.2 l'l 
Univene 17.9 14.7 16.4 16.0 13.0 1l.4 14.6 14.7 13.0 12.Q en 

Knit ,oad, 
Sample IS.I 11.0 1S.7 1l.4 15.0 13.2 12.4 10.2 9.8 8.1 
Univcnc 15.0 11.0 13.6 14.4 12.0 10.8 12.1 12.6 1M 12.1 

Lumbtr 
Sample 11.1 13.0 6.9 9.0 14.9 6.8 5.4 1.4 11.1 19.6 
Universe 1,3.5 12.1 6.1 1.1 12.9 8.8 6.1 8.0 10.5 11.3 

Paint, 
Sample 21.1 23.3 10.8 11.9 11.8 16.1 11.8 12.1 13.8 12.1 
Univene 24.5 16.1 10.9 16.8 13.9 12.8 12.7 12.2 13.2 12.0 

Calling, antI /orging, 
Sample 16.1 13.8 8.2 13.1 14.1 8.5 8.1 14.3 12.8 14.5 
Univene 16.2 12.8 8.5 15.3 12.7 9.6 11.5 14.5 12.5 12.2 ....., 
I See tC:lt for explanation. '" -.., 

'--' 
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the two curves record roughly the same general decline in 
the rate of earnings. The interim courses of the sample 
curve and of the universes are very different between 1921 
and 1926, however. . 

c. Relative Profitableness of Samples and Universes 
If we now survey the differences between these samples 

and the universes in relative rather than absolute terms, we 
shall obtain some indication of the probable validity or 
invalidity of the samples for purposes of minor group com
parisons with the general average figures for the 'major 
groups and industrial divisions to which they belong. As in 
a preceding section, our first approach to the problem is to 
obtain an arithmetic average rate of return for all seven 
minor groups in the samples and in the universes, and com
pare the figures for the sample and the universes of each 
minor group with these averages. The year 1928 may be 
taken as an example. 

For the seven universes the general average return on 
investment is 12.2 per cent. We compute the deviations of 
each of the seven minor group universes from this average. 
Data appear in Table 112. 

It will be observed either that the deviations have the 
same sign or if one of them is negative, the other deviation 
is fractional in all instances save one, Lumber, in which the 
discrepancy chances to be greatest in 1928. What is true 
of 1928 holds generally for the other years of the period. 
In no instance is a marked positive deviation accompanied 
by a marked negative deviation; and in most instances the 
sizes of the two deviations accord fairly closely. 

In a similar manner, we may summarize the situation 
with respect to the average earnings rates of each group 
for the period as a whole. The ten-year average return on 
investment for the seven universe- is 12.7 per cent, while 



TABLB 112 3: -
DEVIATIONS FROM MEAN EARNINGS RATE UPON INVESTMENT, 

Z 
0 

1919-28, AND FROM TEN·YEAR AGGREGATE RATE, .. 
SEVEN MINOR GROUPS 

Cl 
(sarnpltt from small corporations seritt)' .. 

0 

CROUP 1919 1920 1921 1922 1923 19U 1925 1926 1927 1928 1919-28' c:: 
"CI 

MRAN RATII en 
All 1I."n proup, > 

Sample. 19.3 13.5 11.7 12.2 13.5 11.6 12.8 12.4 11.5 13.7 13.2 3: 
Univenel 17.8 13.0 10.9 1U U.8 11.4 11.7 1U 11.6 12.2 12.7 "CI 

t" 
OBVIATIONS FROM MEAN RATH! t>l 

Ballt" product, en 
Sample 7.2 -3.5 0.9 -3.2 1.9 1.3 9.5 4.7 -1.4 1.4 2.1 
Universe -1.2 1.6 0.7 -1.7 2.6 1.4 2.8 1.7 1.1 2.6 1.1 

Flour 
Sample 0.9 -7.2 -U -2.4 -2.0 -3.5 -3.9 -2.7 -2.8 -2.9 -2.9 
Univene 3.2 -4.5 -1.9 -2.6 -2.9 -1.7 -2.2 -3.0 -2.8 -1.9 -2.1 

Dairy;", 
Sample -1.3 S.! 7.1 5.1 -2.S 4.0 1.8 3.8 2.0 -0.5 2.3 
Univerae 0.1 1.7 5.5 2.9 0.2 4.0 2.9 2.6 1.4 -0.2 2.1 

K"it ,oDd, 
Sample -4.2 -2.5 4.0 3.2 1.5 1.6 -0.4 -2.2 -1.7 -5.0 -0.5 
Universe -2.8 -2.0 2.7 1.3 -0.8 -0.6 0.4 0.5 -1.2 0.5 -0.2 

Lumbrr 
...., 
'" Sample -7.6 -0.5 -4.8 -3.2 1.4 -4.8 -7.4 -5.0 0.2 5.9 -2.6 "" Univerae -4.3 -0.3 -4.8 -6.0 0.1 -2.6 -5.0 -4.1 -1.1 -0.9 -2.9 -..... 



TABLE 112 (continued) 

DEVIATIONS FROM MEAN EARNINGS RATE UPON INVESTMENT, 
1919-28, AND FROM TEN-YEAR AGGREGATE RATE, 

SEVEN MINOR GROUPS 

(samples from small corporations series)' 

GROUP 1919 1920 1921 1922 1923 1921 1925 1926 1927 

Paints 
Sample 
Univcnc 

Castings and for,ing, 
Sample 
Universe 

1 Ten-year 'aggregate. 
J See text. 

7.8 
6.7 

-2.6 
-1.6 

9.8 ,-0.9 -o.! 
!.7 0.0 3.7 

o.! -3.5 0.9 
-0.2 -2.4 2.2 

DEVIATIONS FROM MEAN RATES 

-1.7 4.5 5.0 -o.! 2.3 
1.1 1.4 1.0 0.1 1.6 

1.2 -3.1 -4.7 !.9 U 
-0.1 -1.8 -0.2 2.4 0.9 

1928 1919-28' 

-1.6 2.5 
-0.2 1.9 

0.8 -0.7 
0.0 -0.1 
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that for the seven samples is 13.2 per cent. Ten-year rates 
for each minor group are computed and the results given 
below. 

Minor group 
Bakery Products 
Flour 
Dairying 
Knit Goods 
Lumber 
Paints 
Castings and Forgings 

Deviations of Ten-year Averages 
Un;lIIIerse Sample 

Ll ~1 
-2.1 -2.9 

2.1 2.3 
-0.2 -n.S 
-2.9 .-2.6 

1.9 2.S 
-0.1 -0.7 

Again a close correspondence in both the direction and 
the extent of the deviations between samples and universes 
may be pointed out. Unquestionably, as in large corpora
tions samples tested, anyone of these samples would occupy 
much the same relative position in an array of 73 manu
facturing groups as would the corresponding minor group 
universe, were it possible to obtain such an extended list 
of universe groups. 

The final test relates to the rank of these seven group 
samples and universes respectively, among themselves. The 
arrangement by rank is given below. 

Minor ,rou; 
Dairying 
Paints 
Bakery Producn 
Castings and Forgings 
Knit Goods 
Flour 
Lumber 

Rank among an seven groupl, 
the most profitable being first 
U"iqJeru Sample 

1 2 
2 1 
3 3 
4 S 
S 4 
6 7 
7 6 

It may be reaffirmed that were series for 73 manufactur
ing groups available, the coefficient of rank correlation 
would be very high, if the rank relationships in the larger 
array were generally of the same sort as between these 
seven groups. 



CHAPTER 45 

THE VALUATION OF ASSETS: 

CAPITALIZATION PROBLEMS 

1. THE NATURE OF THE PROBLEM 

IN ALL of the analysis of earnings rates contained in this 
volume we have used as our base either the capitalization 
or total capital figures shown by the balance sheets of the 
corporations in the various samples. But the problems of 
accounting are complex, and the technique of keeping cor
porate books and preparing corporate statements is Rexible, 
if not frequently capricious. To be sure, the data of nearly 
all of our samples comprise Government figures; and we 
may properly assume that most industrial data reported to 
the Government are in the main subject tofewer vagaries of 
accounting procedure than is the case with many figures 
compiled merely for the information of stockholders or the 
fleneral public. Nevertheless, considerable variation of prac
tIce between individual corporations is possible; and it be
comes necessary for us to ascertain the extent to which 
caprices of accounting procedure may inRuence our figures. 

In aU of this discussion, however, let it be clearly under
stood that our interest is in the individual corporation only 
in so far as its figures contribute to, or exercise any signifi
cant influence upon, the value of a generai group average 
or the structure of a frequency distribution in which the cor-

[524] 
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po ration is included. We fully recognize that in any indi
vidual case, no correspondence whatever between actual 
investment in terms of the capital contributed by security 
holders (both originally and through the reinvestment of 
earnings) and the reported balance sheet figures may obtain. 
But we are interested in such individual cases of gross 
understatement or overstatement of capital only for the 
light which estimates of their extent and prevalence may 
throw upon the probable defectiveness of our data for each 
industrial division, major group, and minor group, these 
several groups each being considered both in absolute terms 
and relative to one another. 

Variations of accounting practice affect both our balance 
sheet and income account figures. Those affecting balance 
sheet items are of greater importance in our present prob
lem than those which influence the income account; the 
operation of the income tax law has brought about a greater 
degree of standardization (although it is still far from 
exact) in general corporate accounting for income than for 
balance sheet items. We shall be concerned with both 
matters in this chapter, but shall approach the several 
problems involved from the point of view of the balance 
sheet and comment upon related charges to income as it 
becomes necessary to do so. 

For our purposes, there are two principal sources of 
possible error (or if not of error, at least of the possession 
by our samples of heterogeneous accounting data blended 
in unknown proportions). Arbitrary policies of valuation 
make it possible for any company to carry' either intangible 
items, such as patents and goodwill, or tangible capital 
assets, such as plant and equipment, upon either an ultra
conservative or an extravagant basis. And, in the case of 
any individual corporation, it may be repeated that the 
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widest variations of policy are possible in this respect. As 
George O. May has strikingly expressed it: 

"Capital assets may be stated on the basis of cost or 
on the basis of a valuation. It may be a pre-war or a 
post-war basis. The cost may be a cost in cash or a cost 
in securities. If the latter, it may be a legal cost measured 
by a par value of a grossly in8ated stock issue if the cor
pOl-ation was formed early in the century, or it may be 
greatly understated if the assets were acquired by a 
recent issue of stock without common [par] value.'" 

We may examine in turn these questions of patents and 
goodwill and plant and equipment valuations, as they affect 
our data. 

2. VALUATION AND ABSOLUTE EARNINGS RATES: PATENTS 

AND GOODWILL 

One simple and well-known way to inflate or water the 
stock issue of a corporation, happily somewhat less fre
quently practiced by large companies today than in the past, 
is to offset a capital liability by a substantial and often 
largely fictitious patent or goodwill account. These two 
items are not of exactly the same character from either an 
economic or an accounting point of view_ Many economists 
would not admit goodwill as an item of capital, although 
they would grant that it constitutes an item of 'individual 
capital' to the owner of the business if it results in an accre
tion of income. Most accountants doubtless would recognize 
either item if it had been purchased, although, if not pur
chased, goodwill might be looked upon with a somewhat 
more suspicious eye by the conservative accountant than 
would patents developed at substantial and specifically 

1 American StlltiJt;(tzl Assotiatio1l Journal (December 1929), p. 444. 
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ascertainable cost by the corporation itself. Frequently, of 
course, the development of new patented devices results in 
a decidedly higher rate of physical productiveness on the 
part of the enterprises that either perfect or eventually 
utilize them. A patent account in such cases is, of course, 
justified upon economic grounds whether the patent has 
been developed by the corporation in question or purchased 
by it from another company or persons. The extettt to which 
patents may thus legitimately be capitalized is, of course, a 
moot question: no rule of valuation exists and, as the his
tory of donated treasury stock witnesses, the courts will 
approve almost any value placed upon such an asset by vote 
of a board of directors, unless fraud can be established. 
Nevertheless, the presence of large patent and goodwill 
accounts-that is, large relative to the total of other assets 
-in industries in which the production process is not pecu
liarly one that makes large use of patented machinery, or 
of copyright materials, may be viewed with suspicion. No 
absolute proportion can be stated as being proper for 
patents and goodwill to bear to the capitalization or to 
total capital of an industry or enterprise;- but there would 
perhaps be agreement that if, for an industrial group in 
which the conditions which have just been indicated do not 
generally prevail, the proportion of such intangibles to capi
tal were more than 20 or 25 per cent this would constitute 
presumptive evidence of overcapitalization.' 

Conversely, it perhaps will be agreed that if in industries 
of this kind (where peculiar conditions involving the use 
of patented machinery or copyrights are absent) less than 
10 or 15 per cent of either capitalization or total capital 

I If a definition of 'overcapitalization' in this connection is Dccessary, let 
the term mean a capitalization figure substantially in exCC9S of either the 
cost of the aSlcts Of, as the courts say, of the 'prudent investment' necessary 
for their acquiaition. 
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is accounted for by the. figures at which patents and good
will are carried, then no substantial overcapitalization is 
present, upon the score of 'these two items. We may thus 
examine the data of our samples, both by industrial divi
sions and by major and minor groups, to check the situation 
in these terms. All data are for 1925, the latest year for 
which they are available. 

The ratio used will be that of combined patents and good
will to capitalization, the latter term, as defined in earlier 
chapters, constituting the total of the following balance 
sheet items: (i) preferred stock, (ii) common stock, 
(iii) surplus and undivided profits. Since in nearly all of 
our Manufacturing and Trading groups, capitalization is 
not very different from total capital (the latter defined as 
capitalization plus bonded debt), we may regard the one 
result as being substantially the same as that which would 
be obtained through the use of the other figure. 

For our large corporations series (2,046 corporations in 
All Manufacture), total patents and goodwill amount to 
slightly over one billion dollars, while total capitalization 
is 21 billion dollars. The ratio of patents and goodwill to 
capitalization is thus 4.9 per cent. 

Divided into 11 major groups, ratios of less than 5 per 
cent are found· in Textiles, Leather, Lumber, Chemicals, 
Clay, Stone and Glass, and Metals. Ratios of from 5 to 10 
per cent are found in 'Paper and Special Manufacturing 
Industries. The Food and Rubber groups show ratios of 
11.1 and 12.0 per cent, respectively. 

The only ratio above 12 per cent is found in the major 
group Printing, where the proportion of patents and good
will to capitalization is 20.0 per cent. This figure is 
accounted for largely by the high ratio of 28.1 per cent 
which, as will appear when we discuss the several minor 
groups below, characterizes Newspaper and Magazine Pub-
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lishing; and doubtless is to be justified in large part upon 
the basis of copyrights which give to' such assets as plates 
and electrotypes a value (on "tire :basis of either cost or 
market) that substantially exceeds the expense of setting up 
type or casting plates. 

In order to ascertain the maximum possible effect that 
patents and goodwill items carried on the balance sheets of 
these corpora tions could have upon our final figures, let us, 
however, make an extreme assumption which is obviously 
not justified: namely, that none of the patents and goodwill 
shown by any major group represents an actual investment. 
If this were so, to what degree would the complete exclusion 
of patents and goodwill affect our computed earnings rates 
for each major group? 

Obviously, to no very great extent. Take, for example, 
the Metals group in which the proportion of patents and 
goodwill to capitalization is 4 per cent. The rate of net 
income to investment in the Metals group for the year in 
question was 12.1 per cent. If we subtract the nearly 400 
million dollars shown as patents and goodwill for this group 
from its nine billion of capitalization and then recompute 
the percentages of net income to this capitalization the new 
earnings rate is chang~d only to 12.5 per cent. Similarly, in 
Food Products where the proportion of patents and good
will to capitalization is 11 per cent, the new earnings .rate 
computed on the reduced capitalization becomes 11.4 in
stead of 10.1 per cent. Even in Printing, where the high 
20 per cent ratio of patents and goodwill to capitalization 
obtains, the original earnings rate of 17.2 per cent is 
changed only to 21.5 per cent. 

How different, if at all, is the case with the 73 minor 
manufacturing groups? Sixteen groups show proportions of 
patents and goodwill to capitalization of 10 per cent or 
over. The presence of this amount of patents and goodwill, 
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however, makes no marked difference in the rates of return. 
But eight other groups show patents and goodwill items 
that are 20 per cent or more of capitalization-the highest 
ratio being 42 per cent. One of these groups, as has been 
previously remarked, is Newspaper and Magazine Publish
ing, while three others are Proprietary Preparations, Toilet 
Preparations and Printing Machinery. In them all, copy
rights, secret formulae or patented special devices could 
readily justify at least a part of the patent and goodwill 
account carried on the books. But again assuming that none 
of the amount so carried is justified, and recomputing, we 
obtain the ratios given below. 

Minor group 
Confectionery 
Tobacco 
Men', Clothing 
Stationery 
Newspaper Publishing 
Proprietary Preparations 
Toilet Preparations 
Printing Machinery 

Original earnings raJ, 
(including intdnuiblu) 

18.4 
15.0 
12.0 

6.1 
18.2 
21.0 
32.4 

9.1 

New earnings rol, 
(excluding intangibles) 

22.9 
20.3 
15.7 

8.8 
2S.3 
28.0 
S4.0 
12.1 

It is clear that only in Toilet Preparations is this differ
ence really significant. And even in this group it is to be 
remarked that the extreme assumption which we have made 
as to the utter worthlessness of patents and goodwill as a 
valid investment item is not in the least justified, and that 
were one-half to two-thirds of their stated values allowed 
and retained in the capitalization base, the resulting earn
ings rate would then not differ so very significantly from 
that originally computed. Our conclusion, therefore, in the 
case of our manufacturing corporations samples, is that 
patents and goodwill items in the balance sheet do not in 
any significant way invalidate our results . 

. With respect to the large series of trading corporations 
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the results are so similar that they need not here be re
viewed in detail. For All Trade the proportion of patents 
and goodwill to capitalization is 8 per cent; for Retail 
Trade it is 10.2 per cent; for Wholesale Trade, 2.7 per 
cent; for Wholesale and Retail Trade, 7.1 per cent. Most 
minor groups show very small ratios indeed, and in only 
two do they run as high as 15 per cent. 

The small Manufacturing corporations serie~ samples 
show much the same results as the large corporations. The 
aggregate patents and goodwill figure for all manufacturing 
groups combined, however, is slightly higher: 6.1 against 
4.9 per cent. 

For the small corporations series in Trade, aggregate 
figures are not available, but of 18 Trading groups, only 
three showed proportions of patents and goodwill to capi
talization that exceeded 10 per cent, the highest of these 
three being 20 per cent. Clearly, ~ur general conclusion for 
Manufacturing likewise applies here. 

3. VALUATION AND ABSOLUTE EARNINGS RATES: 

CAPITAL ASSETS 

The second possible major source of invalidity in our 
balance sheet figures is the plant and property account. If 
assets are in some cases stated upon a cost (or cost less 
normal physical depreciation) basis, and in other cases on 
the basis of appraisals, then to this extent our data are of 
a hybrid character; and if those appraisals which are con
servative do not exactly offset those which are extravagant, 
we have no assurance that our computed earnings rates 
reRect the actual returns upon the investment that really 
accrue to the security holders. We are unable to check this 
point in quantitative terms as definitely as we could check 
the items of goodwill and patents; but certain general 
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observations may enable us to form an opinion with respect 
to the broad limits of such probable discrepancies. 

Again, if we take only one company, we find that the 
amount at which the plant account is carried may bear no 
relation to· the investment made. We do not undertake to 
say that it may bear no relation to the 'value' of the plant. 
What the value of any industrial plant is as of any given 
date (unless value is defined simply as cost and adequate 
records are available to disclose it) is something which can
not be determined with precision by anyone. The market 
value of a plant obviously depends upon its earnings but 
what these earnings will be for the future years of the 
plant's life and, even assuming a fair stability and perma
nence of earnings, what should be the 'number of years 
purchase' used in calculating the valuation are controversial 
economic, accounting and legal matters on which we do not 
here propose to enter. For present purposes, in appraising 
the effect of variations in accounting policy upon our data, 
it will be sufficient to regard original cost less depreciation 
as a norm, and to inquire concerning the possible discrep
ancy between the sum of the positive deviations above this 
norm and the sum of those below it, in the data for any 
industrial group. 

Some very large companies are conservative with respect 
to depreciation charges and their plant accounts. One of 
the best-known instances is the General Electric Company, 
which as of the end of 1928 carried plants that cost $205 
million at $47.5 million.' This company not only makes an 
adequate annual charge for physical depreciation, but in 
addition charges a further generous portion of the value 
of its plant to an account called 'general plant reserve'. The 
two accounts, 'general plant reserve' and 'depreciation', are 

• An"ual R~por' for 1928. p. 6. 
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not separated in the published balance sheet; nor are charges 
to them shown separately in the published income statement. 
From various published figures that are given, however, it 
may be seen that the charge to this general plant reserve 
account can scarcely constitute any very great proportion of 
either net income or the amount that annual net income 
would be were this charge not made. The combined charge to 
the two accounts, in 1928 for example, was but $7.5 million, 
whereas the net profit figure in 1928 was $57 million.' 

Our immediate interest is in seeing what influence such 
charges to 'plant reserves' have upon the stated earnings 
and asset figures of such corporations as the General Elec
tric Company, in terms of specific problems of profits and 
profit rates discussed in this volume. 

Charges to plant and equipment beyond what are re
garded as normal depreciation rates proper may, of course, 
often be quite justified from both the economic and account
ing points of view; certainly from the standpoint of business 
policy an excellent case can be made for the practice.' But 

4 Before interest payments on funded debt. The net income figure after 
such charges was 54 million. The two terms 'profit' and 'income' are 
used in this chapter as in the other parts of the volume (i.e., not as used 
in the General Electric or any other particular corporation's Itatement), 
but both concepts are frequently had in mind in connection with the valua
tion problems under discussion. 

a In its 1926 report (from which paragraphs later published io the 1928 
report are taken) the General Electric Company argues with cogency: 

uNonnal depreciation on buildings and equipment is based upon the 
estimated average effective life of each unit. It does not take ioto considera~ 
tion the rapid obsolescence of plants and machinery in a rapidly develop· 
ing industry like ours. The value of a plant, therefore, cannot safely be 
determined by first cost or by appraisal on the basis of reproduction cost 
len normal depreciation. 

lilt is for these reasons that your Company has followed the policy of 
providing a general plant reserve in excess of normal depreciation rates, 
so al to enable it to take promptly out of service buildings or equipment 
which, although not worn out physically, are inefficient aod uneconomical. 
Failure to provide luch a reserve would make the management much 
slower to abandon inefficient buildings and machinery, and would make the 
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fairly or otherwise, the General Electric Company is re
garded not only by the electrical machinery industry but 
also by the business and accounting world generally as con
stituting an extreme case of conservatism in accounting pro
cedure. If, therefore, we are able to estimate within rather 
close limits what the maximum possible effect of the General 
Electric Company's exceptional practice-from the point of 
view of business policy, let it be repeated, perhaps the sound 
one-can have upon the consistency of its figures with the 
data for other corporations in the Electrical Machinery 
minor group of our sample, we may be able to form some 

Company less able to meet new conditions and, therefore, less effective in 
economical production and in competition. 

"An illustration of this necessity is provided by the experience of your 
Company during the past four years, during which time fifteen factory 
properties have been sold, having a first cost of $3,727,149 against which 
normal depreciation reserve! of $I,OOS,930 bad been set aside. leaving a 
book value of $2,721,819. These properties were finally sold for $2,410,029, 
or a loss from first cost of $1,317,121, and a book loss of $311,791 which 
was charged against the general plant reserve. This i1Iustration does not 
include machinery and equipment, on which further 1055 was sustained." 

Such reserve strength with which to meet unforeseen losses of this char
acter might, of course, be built up without specific charges to a general 
plant reserve before the calculation of net income, if a larger proportion 
of net income were simply retained in the business as a part of general 
surplus account. This would, however, imply that they were a part of 
profits rather than expense. But were such charges to expense not specifically 
made. and the net income figure thus appeared as a larger amount, stock
holders would regard the business as being more prosperous and might 
demand larger dividends. The General Electric Company feels tbat such 
larger dividends are not justified, and even if not paid, the 'income' in 
question should not even appear on the balance sheet as a profit surplus-:
the accounting philosopby involved being that the final determination of 
what actually has been earned as net income in anyone year cannot be 
made with precision until the experience of other years shows what bas 
reany been the rate of plant and equipment obsolescence in the earlier year. 
This is quite consistent, of course, with the statement that the value of the 
plant cannot be determined either by first cost or by appraisal less normal 
(physical) depreciation. 

I am indebted to Mr. J. W. Lewis of the General Electric Company for 
information concerning the company's accounting policy in several rapects. 
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general conclusion concerning the significance of our figures 
in that, as well as other, minor groups. 

As regards the possible effect on net profit figures, it is 
first to be observed that theoretically a very liberal policy 
of provision for depreciation and obsolescence might have 
no great effect upon the income statement. This would be 
true only if new plant construction each year approximately 
equalled in cost the value of the old plant and equipment 
retired from service during that year; and if the rate at 
which new construction were written off were kept the same 
from year to year. This situation seldom, if ever, prevails, 
although in an old established enterprise in which the 
demand for the product has become entirely stabilized, an 
approach to it might result. This, however, is by no means 
the case with most companies, and it is not true of General 
Electric. Nor does the General Electric Company, as is 
sometimes alleged, in any sense ever charge off all, one-half 
or one-third of the entire cost of a new plant's construction 
-or anything approaching these amounts-against the 
earnings of the particular year in which the plant is built.' 

Taking the 1928 figure as an example, we find that the 
charge to 'general plant reserve and depreciation' as before 
stated was seven and one-half million dollars, while the net 
profit for that year, reckoned after this charge, was 57 
million. Let us .assume that half of this charge had not been 
made_ Net profit would then have been shown as about 
61 million dollars instead of 57 million. Running similar 
calculations back to 1923, the results, in round numbers, 
are: 

I The fact that in a particular year it may sometimes be observed that 
the Company's charge against general plant reserve and depreciation has 
amounted to either approximately the cost of new plant construction or to 
almost exactly half the coat is ooly a coincidence. 
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Year 
1928 
1927 
1926 
1925 
1924 
1923 

One-half plant rutrrve 
and d~preciatio71 

charge, 
4 
S 
6 
S 
S 
4 

INDUSTRIAL PROFITS 

Nrl 
"o!it 

S7 
S2 
SO 
43 
4S 
37 

Nrl ',o!it pl., 
one-halJ plant reJel"'Vt 

and depruiation 
charge 

61 
S7 
S6 
48 
SO 
41 

Next we may see what effect such charges have upon a 
company's invested capital figures as shown by the balance 
sheet. Net figures shown for capital assets are, of course, 
lower because of these accumulated charges than would 
otherwise be th.e case. The capitalization figures that appear 
on the liability side of the balance sheet (or, alternatively, 
a net worth figure computed by the subtraction of liabilities 
to other than stockholders frpm the total assets figure) may 
or may not be materially reduced because of the lower valu
ation at which fixed plant and equipment are carried. If a 
company were habitually to payout all of its reported earn
ings in dividends, then an exceptionally large charge against 
plant account would merely result in the retention in the 
business of revenues (we do not undertake to call them 
net) that would otherwise have appeared as profits and 
would have been disbursed to shareholders. Total assets 
would be larger, by the amount of the excess depreciation 
charge, than if the charge had not been made and the sum 
had been paid out as dividends. To be sure, the figure repre. 
senting the amount thus retained in the business is not 
earmarked and has no separate entity as a specific asset. 
It.may be that the cash or United States Government securi
ties account is larger in consequence, or it may be that 
inventories or other assets are greater-but in any event 
the figure is there. Unless a large truly secret reserve is 
created by charging new construction against the operations 
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of the year and not showing the asset upon the books at 
all, or unless the value of existing assets is written down 
more rapidly than they arc; being exhausted and an out
standing no-par stock issue ,is devaluated or capital surplus 
written down in consequence, no -concealment of total assets 
-or of stockholders' equity or invested capital-would 
take place. This is, of course, true whether the method of 
recording depreciation on a balance sheet is by showing the 
original cost of the plant ac~ount, with the accumulated re
serves against it entered as a subtraction and the net valua
tion extended, all on the asset side of the sta tement, or by. 
showing the gross fixed inv~stment figure as an asset and 
the reserve against it'as a liability.' 

The case is different, however, when, as is customary, a 
company regularly carries: part of its earnings to surplus. 
Here an excess charge against· the plant account may result 
in appreciably smaller capitalization figures on the balance 
sheet and may fail to reflect assets retained in the business 
as reserves. In the General Electric Company, for example, 
we recall that the charge to plant reserve and depreciation 
in 1928 was $7.5 million. If only, say, $3.5 million had 
been charged and if out of the net profit figure (thus in
creased from $57 to $61 million) the same dividends were 
paid, then instead of approximately $8 million ~eing carried 
to surplus, about $12 million would have been added. 

'Under the aecond procedure, the depreciation reserve is shown as a 
liability item (as in publisbed statements of the General Motors Corpora
tion, for example), but presumably not in the 'CapitaP or 'Net Worth' 
section of the liabilities side of the balance sheet (el. R. B. Kester, Account
i", T},rory and Prtll'I;u (1928), II, IS8). If the valuations are at all sound 
from the point of view of the fairly correct appraisal of futu,re earnings 
and the necessity for replacing depreciated and obsolete equipment, the 
reserve allainst plant has, of course, DO. proper place as a 'surplus' or 
'profit' reserve and constitutes no part of capitalization. It does, however, 
increase the amount of total assets shown by the balance sheet (To this 
extent, total assets would be a less reliable inves.tment base than the capital
ization or to.tal capital figures employed ~n the present volume.) 
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But the total capital or capitalization figure would be far 
higher than that actually shown because the same procedure 
would have been followed in preceding years-in other 
words, these annual charges to plant reserve which for 
purposes of the present argument we regard as 'excess' 
charges would have accumulated over a period. As of the 
end of 1928, the General Electric accumulated general plant 
and depreciation reserve was 158 million dollars. What 
proportion of this represents a normal or customary depreci
ation reserve and what part conservative excess cannot be 
told from the published figures, but the annual 'excess' 
charge, in recent years at least, has been something less 
than the depreciation rate proper.' Let us, however, again 
make an assumption more extrfme than the known figures 
warrant, and arbitrarily say that half of this accumulated 
depreciation reserve belongs to the surplus account-that is, 
should be put there in order to construct a capitalization 
figure that reRects a more conventional (albeit quite pos· 
sibly less correct) valuation figure for plant and equipment. 
Upon this basis, the total capital of the company as of 
1928 becomes 437 million instead of 358 million-the hypo
thetical figure thus being 22 per cent larger than that shown 
by the publi,o;hed statement. This is a substantial difference. 
Let us, in the same way, run the calculations back to 1923. 

Y~ar 
19Z8 
1927 
1926 
1925 
1924 
1923 

Capital' 
as per bods 

358 
340 
330 
305 
298 
304 

Capital pJus owe-Italf 
plant and de/,ruialiotl 

reserqJe' 
437 
415 
401 
370 
358 
360 

1 Includes general reserves, but not depreciation and plant reserves. 
, Accumulated reserve as of end of each year. 

I This has been stated to the writer by an official of the Company. 
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We may now employ this set of calculations in connection 
with the set of income figures previously computed, in which 
we added to each year's published profit figure one-half of 
the depreciation and plant reserve charge for that year; and 
in this way we can ascertain the difference in earnings rates 
as calculated with the two sets of income and capitalization 
figures. The results are given below (our computed figures 
being termed 'hypothetical'). 

Year 
1928 
1927 
1926 
1925 
1924 
1923 

Ea,."ings 
Booft figures 

15.9 
15.3 
15.2 
14.1 
15.1 
12.2 

,.ales on basis 0/ 
Hypothn;cal figuru 

14.0 
13.7 
14.0 
13.0 
14.0 
11.4 

It thus becomes apparent that a conservative policy of 
valuation may result in a somewhat higher ratio of net 
earnings to capitalization. The differences, however, are 
not large.' To what extent may we reasonably expect dif
ferences of this, or even of twice as serious a nature, to 
influence our general figures for an entire industry? 

Taking as an example the minor group Electrical Ma
chinery, we find that our large corporations series contains 

9 Moreover, in the case of General Electric, we have Dot mentioned that 
ita furniture and fixtures account (for furniture and appliances other than 
in its factories) is carried at $1, as is alia its patent account. However, 
these additional evidences of conservatism may not need to be co.nsidered 
in addition to the adjustment we have already made of the plant account, 
in calculating our hypothetical figures. The office furniture and appliances 
account would be small in comparison with the general plant accountj 
while the patent account is Dot susceptible of any estimation. The practice 
of carrying pateots at nominal sums is, however, fairly widespread among 
large corporations. 10 aoy event, we may perhaps be permitted to guess 
that our extreme procedure in adding as much as one-half of the general 
plant reserve to the surplus account constitutes a sufficiently generous ad
justment of the figurel to put the ~ompany upon a parity with most other 
large corporationl that are distinguished neither for especial coDservatism 
nor for recklessness in their accounting policies. 
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54 companies in this group. In, 1928 the aggregate capital
ization of these 54 companies is shown as 848 million dol
lars, while the combined net income is 140 million. Let us 
assume that the General Electric Company is one of these 
54 companies.1O If so, its capitalization and income figures 
would exercise a considerable influence upon any totals or 
arithmetic averages derived from the data of the sample, 
for upon almost any basis of valuation that might be 
adopted its capitalization would account for from one-third 
to one-half of the total for the group. Suppose, therefore, 
that we recast the data of the sample by taking cognizance 
of an assumed undercapitalization for General Electric
that, in other words, we increase the group's capitalization 
by an amount equal to one-half of the General Electric 
Company's accumulated depreciation and plant reserve 
shown in its published report, and likewise increase the 
income of the group by one-half of the charge to that 
account made for 1928. If this is done, the total capital 
of the group becomes 980 instead of 901 million, and its 
total profit becomes 146 instead of 142 million. The per
centage of profit to capital is decreased from 15.8 to 14.9 
as a result of this revision. Had the amount by which the 
General Electric Company is regarded as being 'underca pi
tali zed' been made twice as great in the calculations, the 
change in the final earnings rate for the group would still 

JO The SotJru-Book does Dot identify any of the corporations in the vari
ous lIamples, but the total capitalization-nearly a billion dollars-sbown 
for this sample of large corporations in the electrical industry makes it 
fairly certain tbat none of the three or four leading corporations engaged 
in tbis field is omitted from the sample-just 8'S the total of capitaHzation 
shown by the sample for the group Motor Vehicles (almost two billion 
dollars in 1928) makes it certain that both the General Motors Corpora
tion and the Ford Motor Company are included in the figures for the 
Motor Vehicles group. Thu! while no identification of corporations is pos~ 
sible, the reader who studies the figures for any minor group, and who is 
conversant with the general composition of the induatry examined, can in 
moat cases tell whether the very largest companies Ire included. 



VALUATION PROBLEMS [541] 

have been reduced merely from 15.8 to 14.2 per cent; and 
were the assumed figure made three times as great, the 
change would be from 15.8 to 13.6 per cent. 

It thus appears that no significant change in the results 
is likely to take place, in consequence of even a substantial 
measure of undervaluation by anyone company in the in
dustry. This, of course, assumes that the dominant or lead
ing company is the only company in the industry for which 
the valuation figures deviate markedly from the customary 
accounting practice. But assume, however, that several large 
companies 'undervalue' their assets. Even if the number and 
size of the companies that do so are sufficient to bring as 
much as one-half of the industry's capitalization into ques
tion, but if the average extent of the deficiency is not much 
greater than in the General Electric Company, the differ
ence between the two earnings rates involved would still 
not be appreciable. The effect would be to increase total 
capitalization by as much as one-seventh or one-sixth and 
somewhat to increase income, but in a much lower propor
tion; thus the newly derived earnings rate would in no case 
be significantly different from the old_ 

Much the same reasoning holds good for instances of 
overcapitalization. Even if, in a small minor group sample, 
one-third of the reported capitalization of the group be
longed to firms which on an average reported double the 
amount of capital actually invested, a correction based upon 
this assumption would reduce the capitalization for the 
group by only one-sixth. If the earnings rate upon the capi
talization as originally shown had been 15 per cent, it 
would become 18 per cent upon the reduced base; if it had 
been 10 per cent previously, it would become 12 per cent. 

We have, however, made extreme assumptions. It is 
unlikely that, in any industrial group for which we have 
data, as much as one-third or one-half of the capitalization 
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is in error by as much as one-half of, or double, itself. 
Furthermore, it is even more unlikely that the deviations 
are all on one side-that is to say, it is just as improbable 
to assume that in a given industry all firms that do not carry 
their plants at actual investment less depreciation accumu
lated at the usual rate show them at more than this figure, 
as it is to assume that all corporations in the industry carry 
their plants at less than this amount. The very diversity of 
practice in this respect may let us feel sure that in nearly 
every industrial group some corporations do the one thing, 
some the other. This is not to assume that the two sets of 
discrepancies obligingly cancel each other. But it remains 
true that the influence of undervaluation by certain domi
nant firms in an industry upon the figures for the group as a 
whole is partially offset by whatever overvaluation is prac
ticed by other firms in the group. To this extent, our limits 
of probable error are even narrower than the possible ones 
which were indicated above when the effects of over- and 
undervaluation were considered separately. 

Undoubtedly, industries differ somewhat in the extent to 
which arbitrary accounting practices of one sort or another 
prevail. But there is no reason for assuming that the dif
ference between industrie.s in this respect is as marked as 
between different companies in any given industry. At least, 
there is no evidence whatever to show that, with respect to 
valuation policies, a conservative point of view, or the re
verse, is the peculiar attribute of all or most of the execu
tive personnel in one industry as compared with another. 
If anytl)ing, our assumption would be that the reverse is 
more true, that such conservatism, or its absence, constitutes 
an intellectual quality that varies with the temperament and 
personality 'of the individuals in every industry and that 
such differences as may chance to prevail generally, in one 
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industry as compared with another in this respect, can be 
neither of a broad nor of a well-defined nature. 

As between the companies in anyone industry, it may 
be reiterated, we know that variations of practice prevail, 
although we are unable to measure with any precision their 
general extent. But in concluding this part of the discussion, 
certain general observations, to which doubtless many com
petent observers among students of finance and. accounting 
would agree, may be made." 

The tendency towards overcapitalization on the part of 
large American corporations, so prevalent in the last decade 
of the nineteenth century and the first decade of the twen
tieth, has not only abated but in some instances reversed 
itself. Most of the old 'watered stock' corporations that 
have remained in business through the period to which our 
data pertain have 'grown up to' their capitalizations. If 
anything, the present tendency among large corporations is 
to undervalue rather than overvalue their capital assets. 
The General Electric Company, used for illustrative pur
poses in this chapter, although a conspicuous instance of 
conservatism in this respect, is only one of many. 

Many smaller companies undoubtedly greatly overvalue 
their assets, especially their fixed property accounts. Partly 
this is because the smaller corporations in the main are those 
that make the least use of public accountants and outside 

U Some keen critics would not. Dr. Oswald W. Knauth, who bas read 
this chapter, holds that the age of an industry probably affeen the general 
level of its plant and equipment valuations. He says: "I confess that I am 
not convinced by the argument . ... I simply don't believe that these varia
tions in earnings rates in different industries represcat the facti. I suggest 
that some industries with apparent high ratcs of return are industries in 
which the capital has been all written off, and "';u 'Versa. I can't prove it, 
but I don't think this proves anything either." ' 

To 'prove' very much here-if proof means to establish beyond any 
doubt-ii, of course, difficult. But the author desires to present Dr. Koautb's 
atatement to the reader, as representing a more skeptic.at view than the 
conclusions of this chapter. 
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auditors. Often the inflation of property account may be 
undertaken with the deliberate purpose of making a more 
favorable impression upon the commercial banks which, 
in appraising a balance sheet as the basis of loan extensions, 
allow a given margin for excessive valuations before decid
ing upon the loan. It is perhaps not too hazardous a gen
eralization to affirm that today large firms are apt to 
undervalue their plant accounts and small firms to over
value them." But while the validity of comparisons between 
individual corporations is often seriously affected as the 
result of the non-comparability of such valuations, our gen
eral conclusion is that no significant invalidation of the 
figures for most industries probably takes place as the result 
of such heterogeneity of accounting data in the Manufac
turing and Trading divisions. 

As to our samples for Finance and Mining, we can be far 
less certain. In certain fields of finance, where holding com
pany pyramided upon holding company often gives the 
legerdemain of accounting full play, much is possible. While 
one minor group in our sample, Savings Banks, is doubtless 
entirely free from any such influence, two minor groups, 
Investments and All Other Finance, may reflect such arbi
trary bookkeeping figures very greatly. The three other 
minor groups of the Finance sample, Commercial Banks, 
National Banks and Trust Companies, stand in an inter
mediate position in this respect. Most of the corporations 
in them doubtless carry their assets at reasonable figures 
(in this case, of course, the assets are mainly securities 
rather than physical property owned directly); but the 
affiliated investment companies of many such institutions 
bring up questions of valuation that cannot well be resolved 

11 This conclusion relates primarily to the types of manufacturing and 
trading corporations for which data are discussed in this volume-not to 
holding· companies in the financial and public utility fields. 
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in general terms from data of the sort that are contained 
in our samples of these groups. In the Mining division, 
problems of charges to depletion, as well as to depreciation 
and obsolescence, and in some Mining fields the question of 
discovery value (see Ch. 25), probably subject our samples 
to much larger limits of possible error than in the Manu
facturing and Trading groups. 

4. VALUATION AND RELATIVE EARNINGS RATES: 

TIME FLUCTUATIONS 

We have in the preceding section attempted to indicate 
the degree to which arbitrary valuations of plant and equip
ment might affect the data of our samples. Our general 
conclusion was that neither the absolute earnings rate for 
anyone industry nor the comparison of earnings rates be
tween industries would be so greatly affected by this factor 
as to invalidate the comparison of different industries. The 
data of most of our samples, however, are for a ten-year 
period and while the comparison of earnings rates in differ
ent industries at anyone time may not be at all significantly 
affected by discrepancies in valuation policies, there remains 
the possibility that any general shift in policies that took 
place over the period would affect the year-to-year compari
son of the figures. To investigate this question, supplemen
tary information has been obtained from 67 companies 
interviewed in the course of a field study." 

The companies interviewed are fairly large, but in most 
instances not dominant, corporations. Data were collected 
on capital assets for certain years of the period 1919-30; 

"This study was m.ade for the National Bureau of Economic Research 
by Henry S. Dennison, with the colt.boration of E. R. Burton. The infor~ 
mation collected on capital assets and valuatioD poli.cies was obtained spe
cifically with a view to checking upon the problems presented by the ma
terial of our aamples as discussed in the present chapter. 
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and each corporation was asked whether any change of 
policy with respect to the valuation of such assets took place 
during the period in question. In some instances, changes 
in policy or plant appraisals made in 1931 were reported, 
so the answers really relate to the thirteen-year period, 
1919-31. 

Fifty companies reported that 'no change' in policy took 
place; while 17 reported reappraisals of plant or changes 
of policy. 

Of these 17 concerns, 
a. Three reported reappraisals and the adoption of a 

valuation policy of cost-less-depreciation, either upon all 
property owned or upon all subsequent construction; 

b. Seven reported reappraisals, but gave no information 
on the new valuations; 

c. Six either wrote off all goodwill and intangibles, or 
substantially reduced these accounts; 

d. One reported a change in depreciation and obsoles
cence policy that resulted in larger annual current charges, 
but gave no information on the revaluation of the accumu
lated reserve and property account. 

We have here only 67 companies, but the diversity of 
industry is rather pronounced. There are included food 
products, rubber goods, electrical machinery, cotton spin
ning, men's clothing, machine tools, magazine publishing, 
writing paper and automobile manufacturing concerns as 
well as a few chain store companies. There are, of course, 
only one or a few companies in each group, but all major 
manufacturing groups, and the retail trade group, are rep
resented. In size, as measured by sales, most of the com
panies involved do an annual volume of business ranging 
from 'approximately 2 to 20 million dollars each, although 
a few are much larger, having sales of 50 or 100 million. 

With 50 of these 67 companies reporting no change 
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whatever in their valuation policy during the decade 
1919-28, it seems not unlikely that this situation is typical 
of large manufacturing corporations that are not giant 
concerns and that, so far as this type of enterprise is con
cerned, the year-to-year comparability of at least our large 
Manufacturing and Trading corporations samples is not 
impaired because of any general changes in valuation policy 
during the period in question. It is interesting to' find that 
of the companies reporting changes, most of those that 
gave specific information reduced their valuations of assets, 
thus confirming our earlier observation that the present 
tendency in the policy of large manufacturing conce rns is 
in the airection of conservatism rather than of exaggeration 
in this respect. 



CHAPTER 46 

PROBLEMS OF CLASSIFICATION 

1. CLASSIFICATION ON THE BASIS OF INDUSTRIAL 

OPERATIONS 

. ALL the analyses made of the earnings of different corpo
rations and industrial groups in preceding chapters have 
presupposed certain classification principles. The basis of 
classification may have been industrial activity, financial 
ownership, the character of the net income, or some other 
criterion. But no such classification can be perfect. In the 
very nature of the case, to classify a corporation in this or 
that respect involves making a decision as to whether it 
belongs here or there; and all borderline cases need arbi
trarily to be disposed df in one manner or another. While 
the classification difficulties involved, either explicitly or 
implicitly, in the several studies for which we have presented 
results may not be serious in most instances, they neverthe
less are sufficiently important to require discussion. 

The first problem relates both to the industrial classifica
tion of corporations as undertaken by th,e Bureau of In
ternal Revenue, in its published reports, Statistics of Income, 
and that adopted by the present writer in the original prepa
ration of the various tables for the several samples in the 
Department of Commerce Source-Book upon which the 
analyses of the foregoing chapters rest.' In this connection, 

1 Upon these problems, William L Crum, Corpora" Earnin, PO'UJ~r. Ch. 
[548] 
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it will be convenient to utilize the work of J. Franklin 
Ebersole and his collaborators, originally published in the 
Review of Economic Statistics.' We should, however, state 
that our discussion in no way constitutes a review of that 
work. (That thoughtful study was concerned chiefly with 
the problem of forecasting income, which is not germane 
to our purposes.) We shall extract certain passages from 
Ebersole's study that relate to the classification' of corpo
rations. Although of major importance for us, some of the 
points treated were of minor importance in the Ebersole 
article (several even appeared in footnotes) ; and the reader 
is asked to bear in mind that our criticism is of these details 
of argument, and in no way of Professor Ebersole's con
tribution to the subject of income forecasting. 

The Bureau of Internal Revenue's industrial classifica
tions assign a corporation to a particular industrial division, 
such as Manufacturing or Mining, or to a major group, 
such as Foods or Textiles, upon the basis of the company's 
predominant activity. Thus the Standard Oil Company of 
New Jersey would be characterized as an oil refining enter
prise and placed in the major group Chemicals, and if 
placed further under a minor group caption (in the termi
nology of this study) would go under Petroleum Refining
although much of its activity is not manufacturing but min
ing (that is, drilling for oil). Similarly, the General Motors 
Corporation would be regarded as a motor vehicle pro
ducer; its manufacture of both electric refrigerators and 

II, Classification Difficuitie,SJ and J. Franklin Ebersole, Susan S. Burr and 
George M. PetersoD, Income Forecasting by the Use of Statistics of Income 
Data, Rt''Viftl.) 01 El"o1lomic Statistics, November 1929, may both be COD

suited to advantage. Ebersole et al. are much more skeptical of the validity 
of the industrial duuificatio-ns employed by the Bureau of Internal Revenue 
than is Crum. Much seems to the present-writer to hinge- upon ooe's pur
pose in utilizing luch data; likewise, the relative frequency with which a 
given type of error occurs is all-important, as will shortly be suggested. 

lOp. dt. 
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sporting goods would be ignored. Because of this practice 
Ebersole, Burr and Peterson have contended that the over
lapping between the Bureau of Internal Revenue's industrial 
classifications "is so great that each group, instead of ade
quately representing a single industry, merely represents a 
poor sample of all industry.'" This contention rests upon 
the fact that many income tax returns represent large corpo
rations that either engage in several types of business or 
else, if they are combinations of one sort or another, may 
file consolidated returns, that is, make one tax return that 
includes all affiliated companies. Nor can it be assumed, 
declare the writers just quoted, that errors caused by this 
overlapping can cancel one another: "For instance, if an 
automobile manufacturer owns a railroad and includes its 
income in a single return which is tabulated in manufactur
ing, there is no assurance that this is offset by some •.. 
bus company . . . manufacturing automobiles and included 
in transportation .... " The writers even go so far as to 
say that: "Since 1918 the Statistics of Income tabulations 
show merely the number of returns routed to the Statistics 
Section [the statistical division of the Bureau of Internal 
Revenue], there being no data whate'Uer as to the actual 
number of corporations.'" 

Concerning these devastating criticisms, several observa
tions may be offered. Taking them up in reverse order, it 
would appear that the statement that the Statistics of In
come tabulations contain "no data whatever" on the actual 
number of corporations rests upon a rather legalistic defini
tion of the term 'corporation'. In much current industrial 
and financial analysis the word corporation is frequently 
used as synonymous with 'enterprise'; and in this sense such 
an integrated enterprise as the United States Steel Corpo-

'Ibid., p. 173. 
flbid" p. 172n. The italics are mine. 
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ration is spoken of as one corporation by the 'Street' quite 
as much as by the Bureau of Internal Revenue. Merely 
because, legally, the United States Steel Corporation may 
not necessarily be responsible for the actions of the numer
ous companies that it con,trols, is not to imply that, for 
many purposes, it should not be regarded as 'one corpora
tion' or as 'the leading corporation' in the steel industry. 
While not indicating the number of legally chartered corpo
rations in the country, the Statistics of Income tabulations 
undoubtedly indicate with reasonable accuracy the number 
of corporate enterprises, even though some of the larger 
ones own or control subsidiary concerns for which they 
report income data in their own returns. 

As to the instance of the automobile manufacturer own· 
ing a railroad, the frequency of this occurrence is rather 
slight if by 'railroad' is meant anything more than a few 
switch tracks or loading spurs. The only real railroad that 
has ever been owned by an automobile manufacturer is a 
rather small carrier as railroad properties go, and the in
clusion of its data under the heading of manufacture exer
cises an altogether insignificant effect upon the figures for 
that division. Here again the difference between data for 
an individual corporation and for a large group of corpo
rations, several times remarked in the preceding chapter, 
should be borne in mind. Anyone company's figures may 
be influenced by this, that or the other factor; but the 
quantitative effect thus exerted upon the total figures for 
the group is automatically less than that upon the single 
company's figures. 

More serious is the overlapping between the manufactur
ing and mining divisions because many manufacturing cor
porations operate their own metal mines or oil, wells. Here 
Ebersole, Peterson and Burr offer a criticism that is valid 
in many ways. We have, however, already touched upon 
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this matter in Chapter 8 and pointed out that while the 
satisfactoriness of the mining data as adequately representa
tive of mining activity is thus impaired, the satisfactoriness 
of the data for manufacturing activity is in some respects 
thereby enhanced. No adequate picture of the United States 
Steel Corporation, for example, as an integrated iron and 
steel enterprise could be obtained without including in its 
accounts such mining and transportation activities as are 
undertaken almost entirely for, and conduce directly to, the 
production of iron and steel products upon a large scale by 
the corporation in question. Again, everything depends 
upon the purpose of the investigation.' 

Concerning, in this connection, the third count in the 
indictment of the Bureau of Internal Revenue's figures
-that because of the consolidated report, each industrial 
group constitutes not merely a single set of industri al ac
tivities but a poor sample of all industries-the charge 
again seems too broad. First, the most egregious cases of 
conglomerate activities are the exceptions and not the rule. 
Ebersole, Peterson and Burr ask: "What is the main busi
ness of a company that owns, controls and files one return 
for operations covering ••. oil wells, pipe lines, refining, 
filling stations, electric light and gas plants and some invest
ment companies?"· Presumably the corporation here in 
mind is the Cities Service Company, industrially an excep
tionally diversified institution. If, however, 'electric light 
and gas plants' had been omitted from the list, the descrip
tion of activities might well fit anyone of several large oil 
companies other than Cities Service; and, if so, the answer 

• Our' statement here assumes that the investigators primary interest lies 
in the steel industry as a whole, Dot in tbe performance of the non-intc4 

grated iron and steel companies ,n- u. An investigator might, of coune, 
for some purposes be concerned with the non-integrated as distinguished 
from the integrated enterprises . 

• 01. cit., p. 1730. 
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would simply be: the production of petroleum products, 
the several phases of the productive process being highly 
integrated. To be sure, the income arising from anyone 
part of the process cannot be segregated in the data as 
given; but there is no really good reason to desire such a 
separation for purposes either of general economic analysis 
or of investment banking. An investor in the Standard Oil 
Company of New Jersey or the Texas Corporation invests 
his capital in these several activities, all of which 'are essen
tial to the processing of oil for the final eonsumer. And 
waving aside Cities Service as representing an unusually 
diversified combination of activities, it is proper to regard 
a combination of oil wells, pipe lines, refineries, tank cars, 
and filling stations as constituting the normally related ac
tivities of oil production when carried on upon a large scale; 
and viewed in this way, the operation of pipe lines is just as 
much a part of the productive' activi ty of a large oil com
pany as the operation of refineries and of filling stations. 

This leads us to point out, in the second place, that a 
diversity of processes and activities is normally characteris
tic of many business enterprises whether incorporated or 
not. To take a trading group as an example, one would 
not object to the retention of the corner pharmacy-whether 
incorporated or otherwise--in a retail drug group because 
the enterprise deals in such items of hardware as alarm 
clocks and razors, in such foodstuffs as ice crearn and· candy, 
and in such drygoods as handkerchiefs, bandages and gauze 
-not to mention numerous .articles other than drugs that 
such a store may often carry-for this conglomerate assem· 
blage of products, traditionally and in reality, is a 'drug 
store'. To say that a datum showing the rate of return 
earned by such enterprises as compared with grocery or 
hardware stores can have no significance because the figure 

'The term is, of course, employed in th'e economic sense. 
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represents income derived from the sale of heterogeneous 
products would be absurd. Similarly, to say that the enter
prises denominated as 'department stores" do not constitute 
a particular' type of business, the practices and earnings of 
which cannot be examined 'in comparison with other types 
of enterprise, would likewise be futile. Tlie list could be 
extended. 

But Ebersole presents an entirely valid criticism of the 
use of the consolidated -return and its tendency to vitiate 
computations 'tIerived from Statistics of Income figures in· 
pointing out that a given corporation may be not be kept 
in the same industrial classification in successive years. If, 
for example, a mail order house were at one time or an
other to begin the operation of retail stores and if the 
number of stores operated grew from year to year, a time 
might come when a very slight change in the nature of the 
enterprise might cause a complete change in classification. 
For example, at the start of the ten-year period, a corpora
tion might derive 95 per cent of its gross revenues from 
mail order operations and 5 per cent or less from its one or 
several stores. If the proportion of business done by the 
retail stores so increased that, as of a given time, 49 per 
cent of the year's total business came from the stores and 
51 per cent from the mail order trade, the corporation 
would still be classified as a mail order house. If, now, the 
next year 51 per cent of the gross revenues came from its 
stores, the corporation would then be shifted from the mail 
order group to another category. Not only would the char
acter of the company's business have altered in no significant 
manner as between two years, but a distortion of the figures 
in both of the minor groups-that from which the.corpora
tion was taken and that into which it was put-would be 
effected. Thus, in any elaborate analysis of minor groups 
of industry, changes in classification that are made mechan-
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ically upon the basis of predominant activity are apt to 
affect disastrously the year-to-year comparability of the re
sults for small minor groups. Whether or not 'sufficient dis
tortion of this sort takes place as between major groups so 
as occasionall}' to vitiate such figures as are published in 
Statistics of Income is uncertain. 

Our small corporaticms samples are somewhat subject to 
this qualification. There is no assurance that the 'same com-

. pany (in so far as the samples may conta;n some of the 
same companies in successive years) is classified in the same 
minor group from year to year. In respect of small corpora
tions, however, the qualification necessary on this score is 
far less serious than of large companies, as th~ inHuence of 
anyone or two companies upon the total figures for an in· 
dustrial group is slight. 

All of our large corporations samples, however, consist 
of identical corporations from year to year; and these cor
porations have been kept in exactly the same groups 
throughout the entire ten-year period. 

But there were several important instances in which to 
have kept a particular corporation in a particular group for 
the entire ten years would have meant closing one's eyes to 
the obvious fact that the nature of the corporation's busi
ness had substantially changed; for example, a company 
manufacturing crude chemicals might have undertaken the 
manufacture of paints and its paint business have grown to 
such a volume that it surpassed, not slightly but very greatly, 
the volume of its other chemical products. In a few such 
instances the company was not put into either classification 
but in a miscellaneous category; that is, in the particular 
instance just given, the company would have been placed 
neither in the Paints nor the Crude Chemicals group but in 
Miscellaneous Chemicals and Chemical Products, for the 
entire ten years. For in many such instances, blindly to keep 
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corporations in the .same group from year to year might 
effect as gross a distortion of results as to follow the rule 
of predominance. 

It is clear that no completely satisfactory basis of classi
fication is possible-any basis adopted must be in many 
respects arbitrary. Doubtless our practice of putting into 
miscellaneous categories the dqubtful cases of our large 
corporations series solves the problem for purposes of 
sample studies that cover only ten or fifteen years. Probably 
no rule that could be employed continuously by the Bureau 
of Internal Revenue in its compilations would satisfy all 
users of the material. Over a long period of years, if the 
nature of a corporation's business indeed markedly changes 
it should be shifted out of one category into another. Per
haps a satisfactory working basis-although still arbitrary 
-would be to throw the enterprise in question into a new 
group only when the proportion of gross revenues derived 
from such activities constituted as much as, say, 75 or 80 
per cent of its total volume of operations. In any event, 
the Statistics of Income data that we have employed in this 
book have been only for industrial divisions and major
not minor-industrial groups; and we may assume that 
reservations are necessary upon the score of industrial clas
sification in few instances.· Our Own large corporations 

• Professor Ebenole and his co-authors do well in the artides cited to 
ca1l attention to the qualificatioDs that ought to be borne in mind by any· 
one who uses the figures published by the Bureau of Internal Revenue. For 
some purposes doubtless certain of the imperfections of classification may 
invalidate the Statistics 0/ l"com~ data in question; but for many purposes 
of general economic analysis, we cannot believe that they seriously do so, 
The position taken in this chapter is substantially that of Professor Crum, 
who has made much use of Statistics of l"com~ data-particularly those 
for the net return upon sales and gross revenues-by industrial divisions 
and major groups in much the way in which those and other data have 
been employed in the prescnt volume. In his Cor;orat~ Earning pOqJ)~r 
(1929) Crum states: 

"In spite of these imperfections in c1a,si6cation, it is believed that the 
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samples, to repeat, are not subject to a~y such reservations." 

2. INTERCORPORATE INCOME AND INVESTMENT 

Many large corporations, whether consolidated or not, 
own stock interests in other corporations on which they re
ceive dividends. These dividends constitute a part of the 
income of the corporation that receives them, although they 
are not taxable. The income amounts contained in some 
tables of Stat;st;cs of Income may be taken with or without 
the inclusion of such dividends; and in nearly all of the 
tables of our samples, they may be reckoned either way. 
But we are not, in the balance sheet data of our samples, 
able to segregate the intercorporate investment on which 
such dividends are earned. Thus the capitalization data of 
our samples, taken as absolute amounts, involve a certain 
duplication: the capitalization of some corporations reRects 

aggregate figures for the various divisions, groups, and subgroups are sig
nificant and valuable. One of the ·chief reasoDs for this confidence is that 
maoy of the errors in classification arc such that they tend to offset one 
another, and to have therefore a relatively small aggregate effect on the 
group total. Moreover. we are accustomed to use statistical data for which 
similar classification difficulties exist. Indeed, most statistical classification 
in economics and business is likely to be hazy and imperfect, and we are 
in the habit of making reservations in our reasoning from such figures. 
Reservations of this sort should be made in the study of these income data. 
Such reservations need not be more stringent, however, than in other like 
problems in economic and business analysis, and they certainly do not 
seriously impair the usefulness of the figures for such analyses ..... 
(p. 23). 

'This chapter, in unrevised form, was submitted to Professor Ebersole, 
who was good enough to make several valuable criticisms of which cogni
zance has been taken in the revision. However, of a part of Section "-, 
Professor Ebersole says, "Have you not overlooked two facts ••• the bias 
of the figures during a period of consolidation whereby a larger area of 
business comes under the control of the corporation (aingle or consoli
dated) bearing the sam, fltll'lt'. and the mortality of old corporations and 
the birth of new corporations within the same classification?" Possibly 
these two matters should be treated -in this chaptCl"; see, however, 
Ch. 34, lS, 43. 
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the ownership not merely of its own assets but also a part 
of the assets of other corporations. For purposes of calcu
lating the earnings rate of any corporation upon its invested 
capital, such dividends must be included in income; and it is 
thus proper to retain the investment (on which such divi
dends are received) in capitalization. But since some dupli
cation is thus involved if either the income or investment 
figures be considered as absolute amounts, and since from 
the point of view of any given corporation the income thus 
received is in most instances to be classed as non-operating 
income, it is desirable to ascertain the extent to which such 
intercorporate holdings and revenues obtain. We have no 
data directly upon capital holdings, but the proportion of 
total income received upon such investments serves as a 
rough guide to the relative investments themselves. 

It will be sufficient to analyze the data for the large 
manufacturing corporations series in 1928." For All Manu
facture, the total of intercorporate income received by the 
2,046 companies of th.e sample amounted to 12.7 per cent 
of the aggregate net income before the segregation of divi
dends received. The two largest major groups, Metals and 
Foods, show figures of only about 4 per cent each. The 
Chemicals group, however, has a ratio of 30 per cent." The 
large proportion of intercorporate dividends present in this 
group must be -regarded as a substantial qualification upon 
the significance of the absolute income and capital figures 
involved. Data for all groups are presented in Table 113. 

10 The original data for other years are available in tbe Soura-Bod. 
n This is the bighest ratio of any major group except Rubber, in wbich 

the figtUc is anomalously 119 per cent because the net income derived from 
operations is a deficit that is converted into a positive figure when the in
tercorporate dividends are added to it. Dividends received in the Rubber 
group in 1928 amount to about $9 million, while the aggregate total net 
income of the group (including such dividends) is $7.S million. The Rubber 
grou)? however, experienced an exceptionally poor year in 1928, so the 
illustration is not typical. 
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TABLE 113 
DIVIDENDS RECEIVED IN RELATION TO NET INCOME: 
LARGE IDENTICAL MANUFACTURING CORPORATIONS 

SERIES, 1928 

MINOR 
GROUP 

1 Bakery products 
2 Flour 
3 Confectionery 
4 Package fooda 
S Dairying 
6 Canned goods 
7 Meat packing 
9 Beverages 

10 Tobacco 
11-8 Miscellaneous food products 
12 Cotton spioning 
13 Cotton converting 
14 Cotton weaving 
IS Weaving woolens 
16 Silk. weaving 
17 Carpets 
18 Men's clothing 
19 Knit goods 
20 Miscellaneou!I clothing 
21 Miscellaneous textiles 
22 Boots aod shoes 
23 Miscellaneous leather products 
24 Rubber products 
2S Lumber manufacture 
26 Planing mills 
27 Millwork 
28 Furniture (non-metal) 
29 Miscellaneous lumber products 
30 Blank paper 
31 Cardboard boxes 
32 Stationery 
33 Miscellaneous paper products 
34 Newspapers and periodicals 
3S Book and music publishing 
36 Job printing 
37 Miscellaneous printing and publishing 
38 Crude chemicals 
39 Paints 
40 Petroleum refining 
41 Proprietary preparations 
42 Toilet preparations 

PERCENTAGE OF DIVIDENDS 
RECEIVED TO NET INCOME 

0.3 
0.4 
4.3 
2.0 
0.1 
3.9 
9.4 
3.1 
4.6 
7.6 
0.1 
1.2 
8.8 
1.8 
1.1 
1.9 
0.4 
1.0 
1.2 
0.6 
0.3 
9.9 

118.8 
S.2 
S.S 
0.3 
4.0 
0.6 

20.4 
0.9 
1.0 
9.1 

23.S 
0.5 
4.' 
0.8 
3.S 
7.8 

31.2 
0.5 
1.6 
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TABLB 113 (continued) 

DIVIDENDS RECEIVED IN RELATION TO NET INCOME 

MINOR 

GROUP 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 

MAJOR 
GROUP 

Cleaning preparations 
Miscellaneous chemicals 
Ceramics 
Glass 
Portland cement 
Mhlcellaneous stoDe and clay products 
Castings aod forgings 
Sheet metal 
Wire and nails 
Heating machinery 
Electrical machinery 
Textile machinery 
Printing machinery 
Road machinery 
Engines 
Mioing machinery 
General factory machinery 
Office machinery 
Railway equipment 
Motor vehicles 
Firearms 
Hardware 
Tools 
Bolts and nuts 
Miscellaneous machinery 
Non-ferrous metals 
Jewelry 
Miscellaneous metal products 
Scientific iostrumentJ 
Toys 
Pianos 
Miscellaneous special manufacturing 

1 Foods 
2 Textiles 
3 Leather 
4 Rubber 
5 Lumber 
6 Paper 
7 Printing and pUblishing 
8 Chemicals 

PERCENTAGE OF DIVIDENDS 

RECEIVED TO NET INCOME 

0.4 
48.5 

0.8 
0.6 
4.2 
1.4 
2.6 
6.1 
8.4 
7.1 
6.1 
2.3 
0.1 
1.3 
3.0 
1.4 
3.2 
2.0 

24.6 
1.6 
2.5 
2.4 
6.8 
2.9 
2.0 
8.4 
0.8 
1.5 

35.8 
1.1 
0.9 
1.7 

4.4 
2.2 
1.8 

118.8 
3.1 

12.1 
18.5 
30.1 
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TABLE 113 (continued) 
DIVIDENDS RECEIVED IN RELATION TO NET INCOME 

MINOR 
GROUP 

9 Stone, clay and glass 
10 Metals 
11 Special manufacturing industries 

All manufacturing 

PERCENTAGE OF DIVIDE.NDS 

RECEIVED TO NET INCOME 
2.0 
3.8 

20.7 
12.7 

Only a few minor groups show high ratios of dividends 
received to total net income. All but eight of the 73 manu
facturing industries have ratios of less than 10 per cent. 
The five which (apart from the Rubber group commented 
upon above) have ratios of 25 per cent or more are: Mis
cellaneous Chemicals, 48.5; Scientific Instruments, 35.8; 
Petroleum Refining, 31.2; Railroad Equipment, 24.6. In 
most minor groups, therefore, the proportion of intercor
porate income and investments is not sufficiently large to 
modify greatly the absolute figures; and the earnings rates 
derived therefrom may be regarded substantially as earnings 
from operations." In a few groups, such as those just listed, 
qualifications must, however, be made with respect to the 
interpretation of the absolute capital and income figures. 

3. CONSOLIDATED AND NON-CONSOLIDATED REPORTS 

Frequent reference has been made in the two preceding 
sections to consolidated corporations in contrast to those 
which report individual income and investment figures, 
either to the Bureau of Internal Revenue or otherwise. For 
neither the data published in Sialislics of Income nor for the 
corporations of our samples have we precise information 
concerning the extent to which. consolidated corporation 

U That is, from the poiot of view of each group as a whole, but Dot 
necessarily from that of a particular corporation within any group. 
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reports may effect a distortion in the figures as grouped by 
major or minor groups of industries. We are, however, able 
to ascertain the general extent to which consolidated corpo
rations share in the business of the country from the pub
lished Statistics of Income figures; and for the data of our 
large corporations sample in Manufacturing and Trade, we 
may compare the rates of return received by the two types 
of enterprise. Both sets of comparisons are for 1928. First, 
as to all of the manufacturing corporations in the country, 
the consolidated corporations in manufacturing are shown 
by Statistics of Income as having sales of 33 billion dollars, 
or about one-half of the total of 64 billion for all corpora
tions (consolidated and non-consolidated combined). The 
consolidated corporations account for 2,700 million out of 
a total net income 13 of about 4,500 million. In Trade the 
proportion of business done by the consolidated corpora
tions is much smaller. The consolidated enterprises show 
sales of about 7.5 billion as compared with sales of 42 
billion by all Trading corporations of the country (consoli
dated and non-consolidated combined). The total income 
of the consolidated Trading corporations is about 400 mil
lion as compared with slightly over one billion for all Trad
ing corporations. 

Our large manufacturing corporations sample contains 
2,046 corporations of which 127 are consolidated and 1,919 
are not." The capitalization of the consolidated corpora
tions equals about $10.5 billion, while that for the two 
classes combined is $25 billion. The income for the consoli-

II Called 'compiled net profits before deduction of tax·exempt items in order 
to arrive at statutory or taxable income'. 

uThe-de6nition of consolidated corporation contained in the SOliTa-Bod is 
as follows: uCon.rolidat~d (or'1oTalio7f means one which, in itJ accounting, 
merge!! the income account and balance sheet items of its subsidiaries with 
those of the parent company. Thus corporations 'not consolidated' may in 
some cases be affiliated with, may own or be owned by, other compaoie!l, but 
do Dot merge their financial data in their repom." 
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dated corporations is about one billion, while that of the 
two classes combined is about $2.75 billion. 

Separating the two sets of figures, we may ask if the 
average rate of income received by the consolidated corpo
rations as a group upon capitalization is larger than that 
for non-consolidated corporations. The difference is not 
significant: in the former group, 10.3 per cent; in the latter 
group 11.4 per cent. 

This is for Manufacturing as a whole. The data may, 
however, be divided into several major groups. In some 
groups, the consolidated corporations doubtless earn more, 
in others less, than the non-consolidated. Just how significant 
these differences by major groups are cannot be said, as the 
absolute number of consolidated corporations is small in all 
groups except the large Metals group where the difference 
in the two figures is slight. The data are given for whatever 
they may be worth in Table 114. The data by minor indus-

TABLE 114 

CLASSIFICATION OF 2,046 MANUFACTURING CORPORATIONS: 
CONSOLIDATED OR NOT CONSOLIDATED, 1928 

PERCENTAGE 
NUMBER OF TOTAL INCOMBTO 

CORPORATIONS NET INCOME CAPITALIZATION CAPITALIZATION 

Major gro"' 1 
Consolidated 23 $114,467,190 $1.376,535,540 8.3 
Not consolidated 192 192,836,410 1,389,350,730 13.9 

Total 215 307,303,600 2,765,886,270 11.1 
Major gro"" 2 

Consolidated 9 5,127,310 191,700,720 2.7 
Not cODsolidated 280 75,144,500 1,021,134,010 7.4 

Total 289 80,271,830 1,212,834,730 6.6 
Major 9rou, 3 

CODsolidated 6 19,660,470 117,293,920 16.S 
Not consolidated 48 9,238,560 137,607,730 6.7 

Total 54 28,899,030 254,90.,65-0 11.4 
Major grou, 5 

Consolidated 5 1,106,870 30,131,660 !.7 
Not consolidated 185 43,146,360 495,598,570 8.7 

Total 190 44,'253,230 525,730,230 8.4 
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TABLE 114 (continued) 

CLASSIFICATION OF 2,046 MANUFACTURING CORPORATIONS: 
CONSOLIDATED OR NOT CONSOLIDATED, 1928 

PERCENTAe! 
NUMBER OF TOTAL INCOME TO 

CORPORATIONS NET INCOME CAPITALIZATION CAPITALIZATION 

Major grouj 7 
Consolidated 5 23,899,520 52,617,120 45.4 
Not consolidated 95 74,474,620 405,812,910 ·18.4 

Total 100 98,374,140 458,490,030 21.5 
M ajar group 8 

Consolidated 22 348,613,470 3,194,568,510 10.9 
Not cODl!lOlidated 188 431,289,550 3,548,596,8&0 12.2 

Total 210 779,903,020 6,743,165,390 11.6 
Major group 9 

Consolidated 8 15,890,130 150,791,350 10.6 
Not consolidated 106 73,131,850 548,850,140 13.4 

Total 114 89,021,980 699,641,490 12.11 
Major group 10 

Consolidated 41 557,543,210 5,323,318,410 10.4 
Not consolidated 607 617,513,790 5,313,580,140 11.6 

Total 6411 1,175,057,000 10,636,898,550 11.1 
All manufaduring 

Consolidated 127 1,094,179,880 10,599,447,240 10.3 
Not consolidated 1,919 1,642,-649,750 14,379,S50,490 11.4 

Total 2,046 2,736,829,630 24,978,997,730 11.0 

trial groups are not available; but it is fair to conclude that 
with most minor groups perhaps containing not more than 
one or two consolidated corporations, the effect of such dif
ferences in earning power as may prevail between con
solidated and non-consolidated corporations in particular 
sets· of related industrial classifications is not such as to 
distort the minor group figures in many instances .. 

In Trade, our large corporations sample contains 14 
consolidated corporations and 650 non-consolidated corpo
rations. The aggregate capitalization of the 14 consolidated 
corporations is 271 million while that of both classes com
bined is 2.5 billion. The income of the consolidated corpo
rations is 48 million while that for the two classes combined 
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is 307 million. Here a substantial difference in earnings 
rates for the two types of enterprise is found; the consoli
dated corporations earn 17.8 per cent upon capitalization, 
while the non-consolidated average .11.6 per cent. Data are 
not available by major groups. We may, however, conclude 
that if the consolidated corporations are at all widely dis
tributed among the various Trading minor groups, the effect 
of overlapping industrial classifications is not: at all sig
nificant, since the 14 consolidated corporations that earn 
this high return possess only about 10 per cent of the aggre
gate capitalization of the sample. 

4. CALENDAR AND FISCAL YEAR RETURNS 

The data of both Statistics of Income and of our samples 
contain, among the income accounts classified as belpnging 
to any calendar year, certain corporations whose accounting 
period is a fiscal year ending in some month other than 
December. The proportion is not large. We have no figures 
showing the exact percentage they constitute in each indus· 
trial division or major group, but in the Statistics of Income 
data the percentage for all divisions combined runs from 
4 to 11 at the most." In 1928 about 55,000 corporations 
filed tax returns for fiscal years ending not earlier than 
July 1, 1928 or later than June 31,1929, out of a total of 
496,000 corporations. 

The fact that as many as ten per cent-or in some major 
or minor groups even a greater proportion-of the corpo
rations for which data are classified as belonging to anyone 
year do report income that is earned partly in months of 
the following calendar year undoubtedly has an effect upon 
the time fluctuations of our data. But again this influence 

11 Data available for the years 1925-28 yield the following percentages: 
4.6, S.l, 4.2, 11.1. 
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would not seem to be large. Of the 55 ,000 corporations that 
filed returns for fiscal years ending between the middle of 
1928 and the middle of 1929, roughly as many have fiscal 
years ending in one month as in another, except January 
and June which were more popular as terminal points. The 
distribution as given in Statistics of Income is as follows: 

Fiscal Juar ending 
July 1928 
August 1928 
September 1928 
October 1928 
November 1928 

Numbe~ 
0/ rnunu 

3,719 
3,624 
3,961 
3,689 
3,630 

Total 

Fiscal ,ear ending 
January 1929 
February 1929 
March 1929 
April 1929 
May 1929 
June 1929 

54,820 

Numlur 
o/rnar", 

6,538 
3.8S! 
5.230 
4,779 
5,132 

10,661 

Many of the returns filed for fiscal years ending 'not later 
than J.une 30, 1929' thus report income of which a substan
tial proportion was actually earned in 1928. Probably no 
less than 80 or 85 per cent of the corporations in any major 
or minor group report calendar year data, and a portion of 
the fiscal year returns data belongs to the calendar year 
with which they are classified; therefore no very grave fear 
need be entertained that the inclusion of the fiscal year 
figures invalidates our time comparisons." 

10 Crum, who in the work already cited analyzes the fiscal year situation 
carefully for 1926. conc1udes with respect to the data of Statistics of Income: 
" ... the really significant difficulty is that changing business conditions may 
have an apparent effect upon the current fortunes of corporations which re
port for fiscal years ending considerably before December, different from that 
for corporations reporting for fiscal years ending considerably after Decem
ber. Furthermore, if it should turn out that the bulk of the early datoes tend 
to apply to enterprises in a particular type of industry, and the bulk: of tbe 
later dates tend to apply to enterprises in some other lines of business, there 
may be, on this ground also, a tendency towards bias. Under the actual 
circumstances, however, with the calendar year returns exceeding 94 per cent 
of the total (in 1926) it seems probable that these disparities even at the 
worst cannot damage seriously the year-to-year comparisons based on the 
tabulated figures." (Ch. II, Classification Difficulties, p. 2S; sec also Crum's 
discussion in Appendix A, oj. cil., pp. 317-8.) 
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Akin to this problem of the fiscal year for the income ac
count is that of the date at which balance sheet figures are 
taken for corporations that do report calendar year data. 
In obtaining the capital figures for any given year the ideal 
practice would be to take an average .of daily, weekly, or 
monthly figures for the amount of capital invested; but 
needless to say no such data are available. All that the statis
tical investigator can ordinarily obtain is a balance sheet 
figure as of either the beginning or the end of the year. 
Taking either the beginning or the end of the year figure 
biases the resulting earnings rate in the one direction or the 
other. An alternative would be to average the two capital 
figures, when samples made this feasible-in our large iden
tical manufacturing corporations series, for example. But 
had we done this in our several analyses, our general arith
metic average earnings rates would not have been exactly 
comparable with the earnings rates of our frequency dis
tributions of individual corporations in the various major 
groups, as the latter are available only upon single, and not 
average, bases. 

Although an average base represents a-theoretically bet
ter practice, the difference in result is not large in the case 
of our several data. If, for example, in any major or minor 
group the invested capital as of the beginning of the year 
were 100 and the net profit were 11, the rate of return 
computed upon the beginning of the year base would be 11 
per cent; if at the end of the year the capital were 105, the 
rate of return based upon that figure would be 10.5 per 
cent, or rounded off, 11.0 per cent. It is thus apparent that 
even if the invested capital of a group were 10 or 15 per 
cent larger (instead of only 5 per cent as assumed in the 
illustration) during the year, the difference between the 
earnings rates as computed on an end-of-the-year basis and 
an average basis would not be serious. In our several samples 
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the balance sheet data were taken (by necessity) as of 
January 1 in the years 1919-22; as of either January 1 or 
December 31 in 1923; and as of December 31 in the years 
1924-28. All income account data are for the entire year 
ended December 31, except in the relatively few instances 
of corporations with fiscal years that run otherwise. 

5. CLASSIFICATION OF CORPORATIONS WITH AND WITHOUT 

NET INCOME 

The most frequent characterization of 'successful' and 
'unsuccessful' corporations made upon the basis of the pub
lished Statistics of Ilicome figures is to contrast the number 
of corporations reporting net incomes with the number re
porting no net incomes. The result shows that nearly as 
many corporations annually fail to return an income as to 
report one. Such comparison, while striking, does not tell 
the whole story for at least two reasons. In the first place, 
as Crum has pointed out, while nearly half of the corporate 
enterprises report to the Bureau of Internal Revenue that 
they earn no net income, most corporations of this kind 
are very small; and nothing like one-half of the total cor
porate business of the country is carried on without a profit. 
Instead, only about 20 per cent of all corporate business is 
done at a loss, 80 per cent of the aggregate volume showing 
a net income even for income tax purposes. 

In the second place, many of the corporations that show 
no net income for income tax purposes may have net incomes 
and may, as Ebersole, Peterson and Burr have stated, re
main permanently in business. In certain instances the in
come is largely of the tax-exempt nature; in other instances, 
or occasionally even in the same case, a close corporation 
may well payout substantial salaries to its officers, "and 
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thus have no taxable income remainder after deducting 
enough for depreciation to keep its capital intact.".lf 

For these two reasons the Statistics of Income data
although strictly correct in light of the definitions of terms 
underlying them-are to be interpreted with caution. Never
theless' they point to the undoubtedly large proportion of 
corporate enterprises that annually receive no great income 
upon their invested capital; and a somewhat closer scrutiny 
of our several samples from this point of view is therefore 
needed. 

Our several large corporations series, of course, each 
year contain corporations reporting deficits. These deficits 
are not deficits for purposes of income tax return as above 
discussed, but are true net deficits after counting in the two 
tax-exempt items of dividends received and interest upon 
Government securities. We are not able to segregate the 
sales of the corporations with deficits in our samples and 
ascertain what proportion of total business volume was done 
at a profit; but we are able to segregate the capitalization 
of the enterprises with true net losses ('true' in that tax
exempt income is not waved aside) and to ascertain what 
proportion of all of the capitalization in the sample earned 
a profit. Taking our 2,046 large manufacturing corporations 
series as representative of large-scale manufacturing, we 
find in 1928 that a net income was earned on 94 per cent 
of the investment. In 1927 the figure is 90 per cent, while 
in 1926 it is 96 per cent. In a year of depression such as 
1921 it is 70 per cent. 

While our large corporations samples contain enterprises 
with deficits, our several small corporations series do not. 
The earnings rates computed for them enable us to ascer
tain what returns upon investment are received by small 
corporations that do earn net incomes; but no light is thus 

u Eberso1e " j21.~ op. cit' j p. 171. 
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thrown upon the extent of the losses suffered by small cor
porations that fail to return such incomes. We have avail
able (Table 115), however, a small sample of such 
corporations in Manufacture_ Since the data relate only to 
the two years 1926 and 1928 and are susceptible of division 
into less than a score of minor groups, they ·were not intro
duced earlier_ 

This series we may call a sample of 'non-identical small 
manufacturing corporations with negative net incomes'. It 
contains 487 corporations in 1926, and 376 corporations in 
1928. The incomes are 'net' in the same inclusive sense in 
which the term has been used in connection with our other 
samples. They include tax-exempt items such as corporate 
dividends received and interest on non-taxable securities. 
But they are not, of course, adjusted to take cognizance of 
such partly questionable deductions from income as rela
tively large officers' salaries, etc. that may be involved." 
Our immediate interest is in seeing what part of the capital
ization of these companies the annual net loss thus computed 
represents. 

For All Manufacturing, the negative earnings rate upon 
capitalization for this sample is 8.1 per cent in 1926 and 
6.5 per cent in 1928_ In the ten major groups into which 
the data may be divided (the Leather and Rubber groups 
are combined) the figures run as high as 22 per cent in 
1926, but in no case exceed 12 per cent in 1928. The Paper 
group in both years, and the Leather and Rubber group in 
1928, should be disregarded as the numbers of corporations 
in the samples are clearly too small to be of significance. 

The division of the data into minor groups shows that 

11 Colonel M. C. ROTty observes that since the payment of salaries large in 
proportion to profits occurs mainly, although not exclusively. in !ilmall corpo
rations, and is far from universal there, the proportion of aggregate corporate 
profits thus misc1assified as payment for services must be a very small frac
tion of the whole. 
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in neither year did the net loss sustained by any group 
amount to more than about 13 per cent of the capitaliza
tion. In most instances the figure runs between 5 and 10 per 
cent. It is, however, to be observed that in many of these 
minor group samples the number of corporations is very 
smaIL While the distorting elements that would be occa
sioned in such small samples, were any very large corpora
tions included, are here entirely absent, it is nevertheless to 
be remarked that possibly the only very valid figures of 
Table 115 are those for All Manufacturing-the 8.1 per 
cent and 6.5 per cent losses for 1926 and 192 8 respectively 
-and for the several major groups that contain more than 
a few corporations each. 

TABLE 115 
PERCENTAGE OF NET LOSS TO CAPITALIZATION: SMALL NON-

IDENTICAL MANUFACTURING CORPORATIONS WITH 
NEGATIVE INCOMES IN 1926 AND 1928 

NUMBER OF PI!RCENTAGE OF LOSS 
CORPORATIONS TO CAPITALIZAnON 

1926 1928 1926 1928 
MINOR GROUP 

1 Bakery producn 9 11 9.6 9.S 
2 Flour 2S 17 7.4 4.9 
S Dairying 10 10 6.3 7.0 

11 Miscellaneous food 
products 21 13 10.8 6.9 

18 Men's clothing 11 8 7.0 11·0 
19 Knit goods 7 4.9 
20 Miscellaneous clothing 22 41 9.7 11.3 
21 Miscellaneous textiles 8 26 O.S 7.2 
2S Lumber manufacture 29 S.8 
34 Newspapers 9 3.8 
37 Miscellaneous printing 

and publishing 6 9 6.S 11.0 
48 Miscellaneous stone and 

clay produch 12· 7 S.6 4.7 
49 Castings and forgings 17 11 8.4 7.1 
S3 Electrical machinery 9 6 4.2 4.6 
67 Miscellaneous machinery 8 7 13.4 11.6 
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TABLE 115 (continued) 

PERCENTAGE OF NET LOSS TO CAPITALIZATION 

MINOR. CROUP 

7" Miscellaneous metal 
products 

74 Miscellaneous special 
manufacturing 

MAJOR GROUP 

1 Food! 
2 TeztiJes 
34 Leather and rubber 
5 Lumber 
6 Paper 
7 Printing 
8 Chemicals 
9 Clay, stone and glass 

10 Metals 
11 Special manufacturing 

industries 
All manufacturing 

NOWBEROF 
CORPORATIONS 

1926 1928 

11 6 

23 18 

98 74 
71 97 
25 8 
71 27 
7 7 

33 25 
34 37 
17 11 
99 67 

32 23 
487 376 

PERCENTAGE OF LOSS 

TO CAPITALIZATION 
1926 1928 

9.9 5.0 

12.2 8.4 

8.3 5.4 
3.2 8.6 

22.0 4.7 
7.7 7.7 

10.8 7.2 
4.9 12.1 

19.1 4.4 
6.5 3.7 
5.7 7.9 

11.2 8.3 
8.1 6.5 

6. DEFICITS IN CAPITAL ACCOUNT 

One problem of the classification of corporations for 
purposes of earnings rates analysis, which is present in the 
case of corporations both with and without net income, is 
the treatment of accumulated deficits in capitalization. If 
a corporation has sustained marked losses for several years, 
it is possible that not only will it fail to show a surplus but 
also that its original capitalization will have become to some 
extent impaired, perhaps substantially so. Among the small 
corporations this situation is far more common than is ordi
narily realized, although to the public accountant it is a 
fairly familiar phenomenon. 

So long as the amount of the deficit (in this section we 
use the term 'deficit' in reference to capital account) is 
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relatively small, it may be subtracted from the original 
capitalization and the net figure regarded as the amount 
of capital investment actually in the business. But when the 
amount of the accumulated deficit becomes large, such treat
ment is unsatisfactory and occasionally leads to grotesque 
results. A small corporation, for example, might begin busi
ness with an original capitalization of $250,000, and over 
a period of years undergo successive losses so- that at the 
end of the period in question its accumulated deficit 
amounted to $240,000. The net capitalization or stock
holders' equity remaining would thus amount to $10,000. 
Such a corporation might, however, in the next year earn a 
positive net income of $2,000. Reckoned upon a capitaliza
tion base of $10,000, such an income would give an earn
ings rate of 20 per cent. Or, as a more extreme illustration, 
a good year might bring the corporation's income to $10,000 
or more; in this event the earnings rate would appear to be 
100 per cent or over-an absurd result. For while the 
stockholders' equity in the corporation is indeed only 
$10,000, there is far more than that amount of capital 
invested in the business; its ownership. has merely been 
shifted from the stockholders to the creditors, who, should 
the enterprise be liquidated, would receive the bulk of the 
proceeds from the sale of the fixed and other assets liqui
dated. The figures of the illustration are hypothetical, but 
the proportions involved represent approximately the situa
tion found in several actual cases. It is therefore of interest 
to ascertain the extent to \Vhich such deficits in capital ac
count prevail, as well as necessary to explain the treatment 
accorded them in the data of our samples. 

In each of the years 1925-28 the original data from 
which our small manufacturing corporations series (with 
positive incomes of from $2,000 to $50,000) was drawn 
consisted of approximately 1,650 corporations. Of these 
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1,650 corporations, in every year about 100 companies 
showed accumulated deficits. Thus at least 6 per cent of the 
small manufacturing corporations of the country (the sam
ple is biased in that it contains only corporations with posi
tive incomes) show an impairment of the original capital 
invested. 

The range of these deficits is wide. The distribution in 
1928, for example, discloses that 8 out of 107 corporations 
had accumulated deficits of over 100 per cent of their 
original capitalization; 26 had deficits of over 50 per cent; 
while 46 had deficits of over 20 per cent. There are thus 
roughly as many of these companies with deficits of over as 
of under 20 per cent. Upon this arbitrary basis-and be
cause a subtraction of 20 per cent of the original capital in 
reckoning the remaining stockholders' equity provides a 
base that does not significantly distort the resulting earn
ings rate-the corporations having accumulated capital defi
cits of less than 20 per cent were retained in the sample, 

. the amount of the deficit being subtracted from the total 
capital stock. All companies with deficits of 20 per cent or 
more were excluded from the sample. 

The exclusion of such corporations is perhaps open to 
the objection that it puts aside certain enterprises that may 
merely for a time have lost money through the abandon
ment of processes or equipment that have not proved suc
cessful. Such corporations may, however, be engaged in 
activities of another sort which later prove to be profitable, 
and may therefore remain permanently in business." In this 
and perhaps in other ways, our small corporations sample 
therefore excludes certain types of corporation that undoubt
edly constitute a part of nearly every industry. But since 
the corporations with deficits constituted only about 6 per 

11 I am indebted to Professor Roy B. Kester of Columbia Univenity for 
several suggestioDs in connection with the present discussion. 
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cent of the original number of companies analyzed in the 
preparation of the samples, and since only about half of 
this number was excluded, less than 3 per cent of the corpo
rations have been put aside for this reason. 

As remarked earlier, the same phenomenon presents itself 
with corporations that show net losses in each year as well 
as with those that show positive incomes. Our two other 
small manufacturing corporations samples, that for 'small 
corporations with incomes of over $2,000' and that for 
'small corporations with negative net incomes', were treated 
similarly. Figures upon the prevalence of capital deficits for 
these two samples separately are not available; but for the 
two samples combined the frequency of such capital deficits 
is considerably higher than for the 'small corporations with 
net incomes of over $2,000' discussed above. The percentage 
of companies excluded as the result of capital deficits of over 
20 per cent in each of the four years 1925-28 is as follows: 
1925,11.4; 1926, 14.1; 1927, 20.6; 1928,7.4. 

7. REGIONAL CLASSIFICATION DIFFICULTIES 

The classification of corporations upon the basis of their 
geographical location as undertaken in Chapter 5 requires 
further comment here. As was pointed out in the discussion 
of that chapter, the only regional classification that it was 
possible to make consisted of the assignment of corporations 
to this or that geographical region upon the basis of the 
location of their head offices. This is far from perfect pro
cedure in any case, and with some corporations may result 

. in an altogether meaningless allocation of capital and in
come to any particular geographical region. To some extent, 
of course, refuge may be taken in the view that a partial 
offsetting occurs. Some New England companies, may, for 
example, own plants in Pennsylvania, while certain Pennsyl-
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vania companies may own plants located in New England. 
But while this may tend somewhat to balance the discrep
ancies in the amount of capital assigned to the several 
regions, there is no assurance that it effects any proper 
balance in earnings rates, and indeed to the extent that it 
takes place, really begs the question as to what the real dif
ferences in the earnings rates of different regions may be. 

Less difficulty on this score is probably to be found in the 
Trading division where, except for chain stores,. the several 
enterprises that may be owned by a given corporation are 
apt to be located either in the same state or at least within 
the same geographical region_ But on the whole we should 
regard this classification by geographical regions as one of 
the least satisfactory in the entire volume; and any signifi
cance that the results may possess lies simply in the demarca
tion of corporations according to the locality of their 
'organization headquarters', or, as Willard L. Thorp has 
expressed it, of their 'central office' managements "-not in 

. differences of the regional profitableness of Manufacturing 
or Trading activities per se.21 

20 Th~ ltJll'pration 0/ Industrial Operation (Census Monograph III. 1924), 
1Il Here the writer is unable to agree with Crum that the geographically 

ramified activities of individual enterprises probably do not distort sig
nificantly the use of corporation data classified by region!!. To be surc, the 
data that Crum has thus employed (classified by the several states of the 
union) arc broad data for the entire universe of corporations and not for 
samples of the sort we arc using; and undoubtedly the difficulties enCOUD

tered with data for the entire uDiverse are less serious than for samples. 
Nevertheleas the argument that diserep-ancies tend to offset one anotber seems 
to the writer not so well proved in thi! particular instance as in other in~ 
stance! of classification discussed by Crum in the illuminating chapter, 
Classification Difficulties, of the book to which we have referred previously. 



CHAPTER 47 

PROFITS AND THE REGULATION OF 

PRODUCTION 

1. DIVERSITY AND UNIFORMITY 

THE various statistical analyses of the preceding chapters 
have established certain facts which have a bearing upon 
economic theory and economic policy alike. To these broader 
implications of our data we have thus far paid but scant 
attention, preferring to let the several findings stand by 
themselves, quite ·apart from whatever economic and social 
conclusions might follow from them. But in this concluding 
chapter we may draw together the main threads that have 
been spun at rather full length throughout the preceding 
pages and see in what direction they seem to lead. 

In this resume, attention is first to be called to the striking 
corroboration that the investigation affords of the presence 
of uniformities amid the wide diversities of economic phe
nomena, This tendency has been remarked by other investi
gators, notably by Mills in his The Behavior of Prices. Our 
data clearly confirm the view that, while the variations in 
economic data are so great as to preclude the quasi-mechani
cal treatment or prediction of individual events, out of the 
observation of a sufficient number of diversities, definite and 
significant uniformities emerge. To the superficial observer, 
economic phenomena either entirely defy analysis: that is, 

[577] 
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seem to be characterized only by diversity; or else, present 
a specious uniformity: that is, when biased samples are 
viewed, fail to disclose the wide variations that exist. But 
neither of these simple conclusions is in most instances valid; 
certainly neither is in the present instance. The two signifi
cant facts remarked by Mills in his conclusion with respect 
to the system of prices stand out clearly with respect to the 
behavior of profit rates; on the one hand, the presence of 
the widest diversities; and, on the other hand, the preva
lence of "just those uniformities for which the scientist 
searches in attempting to reduce masses of facts to under
standable terms". 

We need not here review our findings in formal sum
mary; lone or two illustrations of the presence of diversity 
and uniformity alike in the realm of business profits will 
suffice. It will be recalled that during the ten years 1919-28, 
the average earnings rates upon investment of our 2,046 
large manufacturing corporations series varied between 2.9 
and 18.3 per cent; and that in all these years a wide diversity 
was present in the individual earnings rates of the 2,046 
companies. Yet despite these broad diversities, in everyone 
of these ten years at least 45 per cent of the corporations 
earned over 10 per cent. In each of the five years 1924-28, 
the median corporation earned either 12 or 13 per cent 
(in one year, 13.6 per cent). And for the same five-year 
period, the earnings rate of the corporation at the upper 
quartile was in every year 18, 20, or 22 per cent. Similarly, 
in all years some large corporations earned profits at low 
rates and some at high rates; and in all years the smaller 
enterprises show a similar diversity in earning capacity. Yet 
consistently, year after year, the larger enterprises as a 
class show lower earnings rates than the smaller ones as a 
class. 

1 A concise summary has appeared in Ch. I, sec. 4. 
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In the parallel presence of uniformities and diversities 
such as these lie both our hope of understanding and our 
difficulties in controlling the economic system. To some of 
these difficulties we shall revert later in this chapter. 

2. THE REWARD OF CAPITAL AND THE REGULATION OF 

PRODUCTION 

It was indicated in Chapter 1 that from the point of 
view of economic principles, on~ of the most valuable con
tributions a comprehensive study of earnings and invest
ment data could make to the understanding of profits is to 
determine whether 'in the long run' the rates of return upon 
capital approach an equality among different industries. Our 
findings (Ch. 3) are that whatever might happen under 
certain assumed conditions, actual profit rates in different 
industries manifest little tendency to become equal. There 
are, to be sure, uniformities in the distribution patterns from 
year to year (see the diagrams in Appendix D) ; but nothing 
like even a roughly uniform rate of return among different 
industries results over a period. How gooq are the data on 
which this very definite conclusion rests, and is the period 
considered a "long run'? 

As to the first question, the reader who has not read 
Chapters 43-46 must do so if he wishes to form a complete 
conclusion for himself. Most readers who have already done 
so will doubtless agree that our 2,046 large manufacturing 
corporations series is for the present purpose a rather repre
sentative sample of corporate activity. The fact that it is a 
sample of identical corporations gives it greater stability, 
that is, makes it less subject to erratic time fluctuations, than 
would otherwise be the case, and -in some ways ought to aid 
rather than handicap an effort to disclose whatever 'tend
ency towards uniformity' existS in the actual world of 
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business. The ten-year data of these 2,046 corporations 
(amounting in all to 20,460 'corporation-year cases'), it is 
to be remembered, were tabulated according to the Mar
shallian precept: "from the aggregate profits of the success
ful [must be subtracted] the aggrega te losses of those who 
...• failed.'" Marshall included producers who have 
"perhaps disappeared from the trade", that is, withdrawn 
from business entirely, and the data for these corporations 
in each industry we could not obtain. But the scale and 
character of industry have changed materially since Mar
shall wrote. Today few very large enterprises that fail to 
earn profits for several years reaUy go out of business 
entirely; they merge, reorganize or continue an independent 
existence but alter the character of their production, that is, 
shift to new products and activities (Ch. 3). AU losses 
incurred by any of our 2,046 going concerns--and in time 
of depression, the amount of such losses was substantial
were subtracted from the net gains of the companies earn
ing profits, and the resulting net income figure was then 
related to the combined aggregate capital of the several 
corporations. When so treated, the earnings rates for the 
73 manufacturing industries, as represented by our samples, 
show no equality whatever for the ten-year period as a 
whole. 

As to the question, is a ten-year period long enough, 
something has already been said in Chapter 3. It may be 
pointed out that the period 1919-28 includes several cycles. 
But an even longer period is available in the data of our 
71 manufacturing companies. These cover a thirteen-year 
stretch; 1919-31. This series, it will be recaUed, is a tested 
set of data closely representative of the larger series during 
the first ten of these 13 years (Ch. 6). We are unable to 

2 Principlu 0/ Economics, lit ed., p. 658. 
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divide it into minor industrial groups, but we may be certain 
that if it could be so divided the discrepancies between 
minor groups would be even more marked than those be
tween major groups; for our experience with averages in 
general and profit rate figures in particular indicates that 
the more purely homogeneous each group of items becomes, 
the greater becomes the average deviation of the several 
sets of items from the mean or median value of all the 
items taken together. 

And among major groups, this thirteen-year series evi
dences no uniformity of earnings rates. A thirteen-year 
period, however, affords much opportunity for the exhaus
tion and withdrawal of fixed capital,' and for the invest
ment of new funds in this, that or the other direction. If it 
be contended that more than a ten- or thirteen-year period 
is essential for the tendency of profits towards an equality 
to work itself out in practice, then the 'long run' becomes, 
to say the least, a somewhat unrealistic concept as applied 
to the problems of modern industry. Economic theory is 
fast losing its character as a study of 'economic statics';. but 
it can scarcely afford to limit its consideration of 'dynamics' 
to phenomena that take place only over twenty-, thirty- or 

• See, in this coDnection, the report 00 depreciation rates, D"ruiatio" 
Stu.di,s~ published by the Bureau of Internal Revenue (January 1931), in 
which normal depreciation rates 00 various types of new industrial equip
ment are shown to rUD in many instanccs as high as 10 per cent anoually. 
tbus providing for the replacement of the equipment in teD years' time. 
There are, of course, many variations from this figure, some types of 
equipment carrying rates of ooly 5.0, 6.6 or 1.0 per cent, others carrying 
rates of 12.S, 16.6 or even 33.3 per centj but in most industries much 
machinery and equipment require replacement in ten years' time or less. 
Further-more it may be Doted that not all of the capital of the industries 
of our samples (either the larger ten-year series or the smaller 13-year 
one) was 1IftD in 1919; and that much of their capital, therefore, could 
have been withdrawn (i.e., not repla.ced as it wore out) in far less than 
ten years following 1919. Replacing many units of equipment, in other 
words, becomes <at the time of replacement) a variable, not a fixed. expense 
as of the year in which the replacement is contemplated. 
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fifty-year periods. This is not to say that it would not be 
desirable to have a twenty-year series of profit rates in dif
ferent industries. But none seems necessary to justify our 
present conclusions, which, as we have remarked elsewhere, 
are in some respects the more firmly established just because 
they are for a more limited period .. The reader who seri
ously questions these general statements should, if he has 
not done so, read footnote 3 just preceding, and also 
examine the discussion in Chapter 3. 

If we accept the conclusion that no equalization of profit 
rates between industries takes place, what does this then 
signify with respect to the functioning of the industrial 
system? Inevitably, it means that competition, as a regu
lator of the Bow of productive resources, is a less efficient 
instrument than we have traditionally believed. It means 
that the mechanism of price and profit, which is supposed 
spontaneously and automatically to increase production here 
and decrease it there, works haltingly; that is, that long 
'lags' and many 'maladjustments' occur. These lags and 
maladjustments are apparently present even in prosperous 
years_ Then, however, they are not so remarked because they 
are less striking than in periods of severe depression. 

Thus the goods which society wants, it gets, in normal 
years of prosperity, at least after a fashion; but competition 
between industries in no sense brings the rewards of the 
groups of producers who supply these different commodities 
to anything like a common level. These diverse earnings 
rates of different industries cannot be regarded as differ
entials due to the 'rent' of superior business abilities, or we 
should_have to assume either that all the producers in some 
industries possessed greater managerial skill than all the 
producers in others; or, that the average degree of business 

f ct. Cb. ! and 46, on the difficulties of classification that would attend 
the analysis and use of any such extended series. 
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ability is markedly greater in the industries of higher earn
ings rates. The first assumption we know to be unfounded 
because of diversities in the earning power of different enter
prises, and the second assumption seems very unlikely.' Nor 
can the element of difference in either 'risks' or 'uncertain
ties' in various industries account for the persistent differ
entials in earnings rates; but this matter we have discussed 
sufficiently in Chapter 3. 

3. FAILURE OF INVESTMENT TO FOLLOW MARKET DEMAND 

Just as profit rates fail to approximate equality over 
periods of ten or thirteen years, so do they often fail to 
shut off the investment of new capital in fields already over
crowded. In more than one-sixth of the 73 manufacturing 
industries in which we analyzed the absolute course of sales, 
investment and income over the period 1922-28, it will be 
recalled, capital investment increased faster than did the 
volume of sales, in spite of the concurrent decline in profit 
rates in these industries • 

• We need Dot here discuss the changed character llod definition of the 
entrepreneur as a productive factor in modern large-scale industry; but it 
is clear that Francis A. Walker's concept of the rent of individual talents 
has slight applicabiJity to the problem of the profit rates earned upon the 
present iovc9ted capital of industries that include such enterprises as the 
United States Steel Corporation or tbe General Electric Company, Dot to 
mention hosts of smaller but still almost cntirely publicly-owned concerns. 
The common stockholders, numbering hundreds of thousands in some indus
tries, supply the bulk of the capital used; and no question of direct personal 
talents exercised by lowner-managers' enters, except where the tantilm~ (or 
bonus system) for tbe payment of the bulk of an executive's remuneration 
is employed. In this COUntry, even in the cases of General Motors and 
Bethlehem Steel, bonuses of this sort constitute but a very small fraction of 
corporate Det income. To speak, on the other hand, of the mass of common 
stockholders as exercising 'managerial judgment' in 'delegating' the direc
tion of their capitals to others is a mere sophism, or at best, a legal explana
tion of the corporate phenomenon. Whoever has disposed of a proxy, 
whether he has returned it to the corporation or thrown it in the waste
basket, is aware of the correctness of this statement. 
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Several explanations of this condition present themselves. 
First, undoubtedly the decline in the general rate of return 
was not known to the entrepreneurs in every industry where 
it was taking place. Second, in several industries even the 
lowered rates of profit prevaiEng at the end of the period 
were far above the cost of new capital, either in the sense 
of borrowed capital or of an imputed interest rate upon 
the capital reinvested out of earnings. Of course, these fields 
of investment still seemed not to be overcrowded according 
to current standards of profitableness. 

Two observations on this situation, however, are to be 
made. That the rate of earnings declined in several indus
tries in which the investment of capital took place too 
rapidly ('too rapidly' in that it greatly outran the growth 
of sales volume) indicates that some competitive mecha
nism did automatically function. That is i:o say, a certain 
amount of 'unconscious control', in F. M. Taylor's phrase, 
was exercised upon profit rates. This, however, by no means 
arrested the investment of new funds which, in many in
stances at least, were not at all needed in these industries. 
But neither the actual cost of new capital (both long-term 
and increased short-term borrowings) nor the imputed in
terest rate upon the funds 'ploughed back' into these indus
tries, when deducted from the declining profit rates in 
question, lcft as large a yield upon the shareholders' equities 
in these several industries as could have been received upon 
the reinveS'ted funds had they been diverted to other indus
tries in which the profit rates were either actually higher or 
increasing. In this sense, it must be repeated, the flow of 
investment funds by no means followed the competitive 
channels indicated by economic speculations about what 
would happen if business men knew the conditions prevail
ing in every trade, if investment encountered no obstacles 



REGULATION OF PRODUCTION [585] 

and if capital could be withdrawn readily from relatively 
unprofitable trades. 

A third reason for the failure of these declining profit 
rates to check the flow of capital into the industries in 
question is found in the diversity of the earnings rates of 
individual enterprises. Even where some entrepreneurs do 
know that the trends of general sales and general profit 
rates are tapering off, or are actually declining, the willing
ness to make new commitments exists just because it is also 
well known that in any given industry individual fortunes 
vary widely. Any particular corporation may see that the 
sales curve is tapering off, yet, confident that it can not only 
maintain but actually increase its proportion of the total 
business done, it erects new plants or extends old ones. Thus 
what would be a desirable policy of expansion from the 
social point of view (assuming that no markedly improved 
or unique product that could not be manufactured by other 
producers results) is ignored; social and individual objec
tives here part company. Whether an expansion policy thus 
decided upon is desirable even from the individual point 
of view, of course, becomes clear only later. It may prove 
desirable or not; but because there is a possibility that it 
may, the uncertainty is chanced. The several sales and in
vestment figures of the various industries presented in 
Chapter 7 and in the various chapters of Book II afford 
ample evidence of reckless policies of plant expansion on 
the part of many corporations in a number of industries. 

To return to the relation between our findings and the 
traditional doctrine of the tendency of profits towards an 
equality: no doubt investors prefer a higher rate of return 
upon their capital to a lower rate, 'other things being equal'. 
In this very general sense there exists a 'tendency' towards 
an equalization of profit rates-not only among the dif
ferent enterprises belonging to an industry but also among 
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all the business enterprises in which investors might l>lace 
their capital. But this 'tendency' cannot equalize profit rates 
in practice unless investors know what earnings their capital 
would realize in the near future if put into different enter
prises. No economic theorist supposes that investors possess 
such knowledge in definite form. Hence no theorist sup
poses that profit rates are really equalized in fact. The 
serious matter is that no theorist can say how much or how 
little investors know about differences in profit rates. Hence 
no theorist knows how effective is the 'tendency' towards 
the equalization of these rates. On that important issue no 
one can say anything definite until he resorts to empirical 
investigation." What the present study of American corpo-

'Note, for example, how cautiously John Stuart Mill states the 'tendency' 
io question: "On an average (whatever may be tbe occ:a!liooai fluctuatioDs) 
the various employments of capital are on such a footing as to hold out, 
not equal profits, but equal expectations of profit, to persons of average 
abilities and advantages." Principles of Political Economy, Book II, Ch. XV, 
p. 412 of Ashleys edition. 

Needless to say, we can get no statistics of UexpectatioDs of profit". Nor 
can we segregate among investors "persons of average abilities and advan
tages". Presumably Mill's statements arc valid under the conditions which 
he had in mind. But the fact remains that, under actual condition!, wide 
differences in the average rates of profits received by enterprises engaged 
in different branches of trade maintain themselves with little change for 
periods covering a decade or more. 

The present finding! do not con8ict with those of Profes!or Horace 
Secrist's recent book, The Triumph of Mediocrity in BwinesJ (Ann Arbor, 
1933). Using data for individual enterprises, Secrist arrays their profit 
rates on the basis of average size in initial periods of two or three years, 
follows the average rates for groups at given positions in his arrays 
through successively widening spans of years, compares these average ratios 
with those for the entire frequency distributions in successive periods, and 
finds (1) that the ratios which were initially low or high relatively to the 
mean tend to remain low or high relatively to the later means, but (2) that 
the ratios tend to diverge from the means by relatively smaller margios as 
longer and longer periods are brought under observation. Could the data 
underlying the present investigation be subjected to an elaborate analysis 
of Secrisrs type, they might well show a tendency towards 'regression' in 
his sense. But that finding would not diminish the significance attaching to 
the demonstration offered above that the dispersion of the average profit 
rates in different industries maintains itself with .light change over periods 
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ration earnings data contributes is a series of measurements 
showing how wide and how enduring are the discrepancies 
among the profit rates actually realized over a decade or 
more by thousands of business enterprises engaged in a 
wide variety of money-making ventures. On the basis of 
this showing, the 'tendency' towards equalization of profit 
rates is not sufficiently strong to prevent differences exceed
ing 100 per cent between the average profit rates earned 
by considerable groups of corporations from appearing and 
maintaining themselves over a full decade. 

4. 'BUSINESS PLANNING' AS A STATISTICAL PROBLEM' 

What has been said concerning diversity and uniformity, 
together with what has been remarked concerning the funda
mental weakness of competition as a regulator of produc
tion and productive capacity, indicates both the need for 
and the manifold difficulties of attempts deliberately to 
control the apportionment of capital and the rate of profit 
in competitive industry. It cannot be too st,.onglyempha
sized that the problem of cont,.ol is not one of 'industry' 
bill of 'industries'. Any agency that attempted to supplement 
the existing defective, lagging mechanism of unconscious 
competitive regulation with a completely conscious scheme 
of control would have to deal with at least one or two hun
dred separate industries. Our data for Manufacturing, 
Trade, Mining and Finance were divided into 106 fields; 

as long as the available data cover. It is important practically and interest
ing theoretica1ly to know tb at the profit rates both of fortunate and unfor
tunate ICmerprislClI drift towards mean rates in the long run rather tban 
away from them. It is eveD more important practically and quite as inter
esting theoretically to know that despite this itriumph of mediocrity in busi
ness', wide differences in actual profit rat~s remain substantially stable year 
after year. 

'This section was written before the passage of the National Industrial 
Recovery Act in JUDe 1933, but the writer sees DO occasion to alter the tezt. 
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and the wide diversities between them were noted. Doubt
less many of these 106 fields-for purposes of this kind
would need to be subdivided still further; and as before 
remarked, all of our analyses have indicated that after the 
subdivision of larger groups into smaller groups, the ranges 
of variation never diminish but always increase. Even assum
ing that adequate data were available in time to be of use 
during a cyclical upswing in general business, the problem 
of deciding in which industries the expansion was going too 
far, and what the repercussions of a damper applied to 
some industries would be on each of the various other in
dustries involved, would be extraordinarily difficult.' Even 
in anyone industry,. the diversities of earning capacity, pro
ductive capacity and productive activities between different 
enterprises would present problems of accounting, cost ac
counting and production control of a varied and difficult 
character. Yet if competition alone does not regulate the 
economic machine as adequately even in normal years as we 
have been accustomed to believe-and it seems clear that it 
does not-then some attack upon these problems may be 
undertaken in the not distant future. 

But one of the most important results of our findings is 
to suggest, let it be reiterated, that in any such attack no 
general average figures will suffice. The many diversities 
and uniformities alike must be marshalled and measured, 
both recognized as related and essential parts of any true 
industrial picture. If, for example, the comparative growths 
of sales and investment in all 73 manufacturing groups com
bined are examined, no appreciable discrepancy between 

I Thi. is not to say that no attempts at ccntral planning or control should 
be made. The writer, in fact, has elsewhere urged that partial experi~ 
ments in this direction be undertaken. The purpose here is not, however. to 
undertake Bny full discussion of business planning, but merely to indicate 
how complex is the situation that any comprehensive natio1lal efforts at 
,uch planning would have to face. 
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them appears. One might say that "supply of capital and 
demand for products over the period 1923-28 approxi
mately kept pace"; or, that "no undue expansion of manu
facturing facilities is discernible".' But entrepreneurs do 
not invest capital in manufacturing asa whole, nor are 
laborers employed by, or unemployed in, 'industry in gen
eral'. Business decisions are made, commitments are under
taken, poor adjustments occur between specific industrial 
groups, enterprises and commodities. General averages at 
best give only a notion of 'general drift', and the 'general 
drift' of all industries averaged together may in some re
spects be not the drift of the most important industries at 
all-important, that is, in their potential power to contrib
ute to an upsetting of the economic equilibrium. Whether 
the question of industrial stabilization is approached from 
the point of view of the control of credit or of the alloca
tion of physical production facilities, the need for more 
than merely average figures is exactly the same." 

'The increase in the 1928 figure for sales in our 2,046 large manufactur
ing corporations over the 1923 figure is 25.2 per cent, and that in investment 
is 25.9 per cent. 

10 Recent discussions of monetary and business cycle theory are beginning 
to Itres! tbis point of view. Cf. Hayek, who aptly remarks: "If monetary 
theory . .. still attempts to establish causal relations between aggregates or 
general averages, tbis means that monetary theory lags behind the develop
ment of economics in gencral ... I would even go so far as to assert tbat, 
from the very nature of economic theory, averages can never form a link 
in its reasoning" (Prja.r aftd Produdion, pp. 4-5; London 1931). The 
latter Itatement may be too sweeping, but the first sentence is significant 
without question. Diversities of the sort that the present investigation has 
sought to measure, as wen as of the kind that Hayek emphuizf!9, have been 
also Itressed by Wesley C. Mitchell, in both the original edition of Business 
Cycles (1913) and in hi, later writings; likewise, F. W. Taussig, J. M. 
Clark, W. L. Crum and Horace Secrist, as well as other scholars, have 
called attention to the matter, while F. C. Mills] in his work on prices, h8!l 
reviewed in that connection the entire question. The expression 'general 
drif~ as applied to the utility of index nU'mbers is employed by Taussig, 
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5. THE PUBLICITY OF CORPORATE ACCOUNTS 

Whatever the prospects for an improved control of in
dustrial activities, it is at least clear that a primary essential 
is currently available information about the sales, invest
ments and earnings of our various industries. The business 
world does not have adequate information of this kind now. 
And unless the Government should annually assemble and 
release, either through the Department of Commerce or 
the Treasury, sets of data at least as elaborate as those on 
which the present investigation is based (preferably more 
so), or unless all businesses suddenly become willing pe
riodically to divulge in detail the results of their operations, 
we shall not have any such information during "the next 
cyclical upswing. 

The person who has not worked in the field of corporate 
earnings does not realize the paucity of published financial 
data. In hardly an industry are complete data released upon 
production, earnings, investment and the like by more than 
a very few companies. Even some of the leading corpora
tions do not publish sales figures. Relatively few give with 
frankness their annual charges to both depreciation and 
obsolescence accounts. And probably not more than a dozen 
have released regularly, since 1919, their figures upon all 
of the items just enumerated." These statements, of course, 
have no reference to the railroad and public utility fields, in 

U The writer, in a study carried out for him by Miss Lillian Epstein at 
the National Bureau of Economic Research, endeavored to check various 
results of his Government study by smaller samples of the same industrial 
groups 'faken frorn published corporation reports. Fifty leading companies, 
in various manufacturing and trading industries, were studied. For only 
IS out of these SO corporations could continuous series for sales and capi
talization figures be had over the period 1919-28, while the Dumber furnish
ing depreciation charges and related data together with sales figures was 
even smaller. 
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which state or Federal authority compels the full publicity 
of accounts. 

Why such publicity should not be forthcoming it is dif
ficult to see. It would cost the corporations nothing, nor 
would it injure them. The advent of the modern trade asso
ciation has done much to free the business world from the 
fear that trade secrets will be obtained by competitors. Sev
eral trade associations now collect confidential data from 
their members. As to why this practice could not be ex
tended, and the data made available not only to all mem
bers of the associations but to the members of all other 
industries and to the general public as well, it is again dif
ficult to give any convincing answer. Our concept of what 
constitutes an industry 'affected with a public interest', is 
constantly widening, and it would surely be a small price for 
the competitive system of private unregulated enterprise to 
pay for the privilege of continuing its existence were the 
country to require of it a full publicity of industrial accounts, 
rendered either in semi-standardized manner or with such 
completeness of detail as to enable adjustments that would 
permit one set of data to be assembled or compared with 
others. 

For it is to be noted, in conclusion, that a competitive 
system of corporate enterprise would not be so wasteful as 
is often assumed, were it possible to keep industry operat
ing approximately at capacity. While the mortality in cer, 
tain fields, notably retail trading, is high, the loss of social 
capital occasioned by business ineptitude is doubtless not 
nearly so great as the,misleading statement that "half the 
corporations lose money" would imply. To begin with, a 
money loss to the individual business unit may not always 
mean an economic loss to society; but even assuming that 
it does, there is no reason to believe that a large fraction of 
corporate enterprises really earn either no profits or. profits 



[592] INDUSTRIAL PROFITS 

at such low rates that they can scarcely manage to get along . 
. Many close corporations, as we have earlier indicated, are 
really partnerships in all but a legal sense; and their owners 
often earn good livings out of them and efficiently produce 
goods and services upon a small scale, even though they 
report no net income for income tax purposes." The larger 
corporations, on the other hand, carry on the great bulk of 
their activities at a profit-in most years, 90 per cent or 
more of their invested capital earns a net income. To be 
sure, the receipt of a profit is not always synonymous with 
efficient production; but in the absence of purely predatory 
activities, it may be assumed that the ability to market goods 
without loss indicates that the producer is at least success· 
fully satisfying the demand of some portion of the com
munity. 

In other wOl·ds, the "great numbers of enterprises which 
are dragging along with a very low- rate of return on their 
property", as Crum has put it," by no means constitute the 
bulk of manufacturing or trading companies, especially if 
allowance is made for variation between the accounting 
practices of the close corporations and those not closely 
owned. It is only fair to note that Crum was thinking of 
averages derived from the total data published in the Treas
ury Department's volumes, Statistics of Income, which con
tain no frequency distributions of the earnings rates of 
individual corporations. And these averages, like so many 
others, prove to be misleading. Our distributions of individ
ual earnings rates indicate that most fairly large corpora
tions in both manufacture and trade, far from dragging 
along, in normal years earn over 10 per cent upon their 

:u See Ch. 1 and 43. 
u Op. dt'8 p. 193. ct. the writer's earlier discuuion of this point in the 

Quarterly Journal of Eco"omics, February 1930, Statistical Light on Profits, 
pp. 331)-3. 
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investments; and even in years of depression such as 1921, 
some 70 pe~ cent of such companies earn the equivalent of 
an interest rate upon free capital. For the enterprises that 
succeed in remaining in business, Adam Smith's 'double in
terest' as a customary or satisfactory rate of profit is not at 
all exceptional. Concerning the earnings rates of the smaller 
and the 'close' corporations, we have, as has already been 
indicated, no good figures that are really comparable with 
those for the larger corporations; but it may perhaps be 
doubted if most of those which remain in business really 
earn less than normal interest upon their capital. It has 
never been supposed that all corporations would earn 'satis
factory' rates of return; for it is through their losses that 
inefficient enterprises are eliminated from a competitive 
economic system. 

But even from the point of view of a competitive econ
omy, losses of capital that are due mainly to inefficiency of 
management are one thing, and those caused by lack of cor
rect information are another. Could current data concern
ing earnings rates, sales, investments and other operating 
results be made available to all entrepreneurs, whether in 
one industry or another, whether contemplating new ven
tures in different fields or the extension of already estab
lished ventures in old, many losses might be avoided. To be 
sure, such information would help only those not too blind 
to take heed or too confident of their own competitive sur
vival. But fuller publicity of accounts would be a partial 
step towards better individual business planning at least; 
and it is one which could be taken by industry itself, were a 
sentiment for it sufficiently developed. Should the more dif
ficult task of supplanting the competitive system with any 
type of centrally controlled economy ever be attempted
the many complexities which all such proposals involve, 
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whether their sponsors are aware of them or not, have been 
indicated-complete statistical information of the kind 
mentioned, while not ensuring success, would be the first 
prerequisite. 



GLOSSARY 

THE principal technical terms employed in this volume are briefly 
defined below. The list is not complete, but will be. helpful to 
readers who do not examine carefully the first few chapters of 
Books I, II and III. Ch. 1 and 47 employ several of the terms in 
their general economic and accounting senses; but the other chapters 
use them in their technical senses chiefly. For further definitions the 
reader is referred both to the several chapters of this volume and to 
pages 2-3· of the Source-Book for the Study of Industrial Profits, by 
R. C. Epstein in collaboration with F. M. Clark (Washington, 
Department of Commerce, 1932). 

INCOME ACCOUNT ITEMS 

Inconze1 net income or total net income. The net earnings of a corpo~ 
ration after the payment of all business expenses and fixed charges 
including interest on funded debt, but unless otherwise specified, 
before the payment of Federal income taxes. If the amount of 
funded debt is small, as is the case with most of the corporations 
and industries treated, then net income is not very different from 
profit or total profit as defined immediately below. 

Profit or total profit. Net income plus interest payments on funded 
debt, estimated as explained in Appendix A. In Chapter 1 net in
come and profit are used synonymously, since in all instances ther~ 
the two figures virtually coincide. 

Earnings. A general term used to signify either net income or total 
profits, when the two terms are practically the same in amount. 

BALANCE SHEET ITEMS 

Capitalization. The invested capital of. a corporation as measured by 
the sum of its preferred stock, common stock, surplus and undi
vided profits. Special reserves are in most instances excluded. For 
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qualifications as to the time of the year for which the figure is 
taken, and fo~ other discussion, see Ch. 45 and 46. 

Total capital. Capitalization plus /und.d d.bt. 
Investment or infJtsted capital. A general term used to signify either 

total capital or capitalization when the two terms are virtually the 
same in amount. 

RATIOS 

Earnings rate. The percentage of net income to capitalization; or, 
where the two ratios are not very different, either that percentage 
or the percentage of total profit to total capital. When a distinction 
between the two is necessary, the context makes clear which mean
ing is intended. 

Earnings rate~ or rtlurn~ on sales. The percentage of net income for 
the year to the dollar volume of output or merchandise stock dis
posed of during the year. The figure for dollar volume of business 
is after sales returns and allowances, but before die deduction of 
cost of goods sold or of any other element of business expense. 

Capital turnOf)". The item of sal .. divided by total capital; or, when 
totai capital and capitalization are not very different in amount, 
by capitalization. 

STATISTICAL EXPRESSIONS 

8"ies. A succession of figures for the same item, relating to different 
years, corporations or industries; e.g., a set of income data for 71 
manufacturing corporations for each of the thirteen years, 1919 
through 1931. 

8ampl •. A set of data representing some field, say, Food Products 
manufacture, but comprising only a parI of the entire field; 
e.g., the income and capitalization data for 215 food manufactur
ing companies, which amount to only a part of the total income 
and capitalization of all food manufacturing enterprises in the 
United States. 

U nit'iru. The complete field which sampl. data only represent, 
i.e., in the illustration just given, the aggregate income and capi
talization of all food manufacturing companies. 

Array. A series of data arranged in order of magnitude; e.g., a list 
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of 215 food companies ranked according to the size of their capi-
talizations, from the smallest to the largest. . 

Median. The central or middle figure of an array; e.g., in the illus
tration above, the 108th food company counting from either the 
top or bottom of the list. 

Upper or lower quartile. The figure standing, not in the center or 
middle of an array, but exactly one-fourth of the distance from 
the top or the bottom. 



APPENDICES 



ApPENDIX A 

EXPLANATIONS OF METHODS USED IN 

PREPARING CERTAIN CHARTS AND TABLES 

TABLES 1, 3, S, 6, CHAPTER 2 

Estimat~ of Lon9~Time Inttrest 
INTEREST payments on long- and short-term debt are not segregated 
in the reports of the Bureau of Internal Revenue. In order to de
termine the rate of returns on total capital (capital stock equity plus 
funded debt) it was necessary to estimate the amount of interest 
paid on the funded debt. A rate of 5 y. per cent was adopted as an 
average interest rate, and in each year interest, computed as 5}4 per 
cent of the funded debt. was added to income to determine the profit 
earned on total capital. See note, The Item of Interest on Funded 
Debt in the Several Samples. 

'Stepping Up' Int·estment Data, Tables 1, 3,5,6 
Each year the number of corporations submitting income state

ments to the Bureau of Internal Revenue is somewhat larger than 
the number submitting balance sheets. To obtain a more accurate 
figure for the return on capital, both 'capitalization' and 'total capital" 
have been estimated for those corporations submitting only income 
statements and added to the investment amounts reported by the 
corporations submitting balance sheets. These estimated or 'stepped 
up' capital and capitalization figures have been computed as follows. 
In 1928, for example, 81,748 manufacturing corporations submitted 
balance sheets, showing a total capitalization of $38,537,804,973, 
while 86.803 (106.2 per cent of this number) submitted income 
statements. This involves the assumption that the average capitaliza
tion per company of the companies that filed balance sheets is no 
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larger or smaller tlmn of those that did not. We may estimate the 
capitalization of the 86,803 corporations to be $40,927,148,881 (106.2 
per cent of $38,537,804,973). But since it is probably true that most 
of the 5,055 corporations that failed to file balance sheets are rela
tively small, the rate of return computed on the 'stepped up' capital
ization figures to this extent understates' the actual rate of return, 
just as that computed on the simple 'not stepped up' figures overstates 
the actual situation. For this reason, 'means between the ratios of 
income br profit to the 'stepped up' and 'not stepped up' capitalization 
or total capital figures are used as the most accurate available meas
urement of the aggregate return on capital for all corporations in 
the country, in the Manufacturing, Trading, Mining and Financial 
divisions. 

TABLE 2, CHAPTER 2 

The ten-year series of data for the 3,144 identical corporations 
were in their original form compiled by separate industrial divisions: 
i.e., Manufacturing, Trade, Finance, Mining. In obtaining composite 
figures comparable with the total amounts reported for all manufac
turing, trade, finance and mining corporations in the United States, 
it is necessary that each of these four industrial groups be given the 
same relative importance in the sample of 3,144 corporations as in 
the actual data for the country as a whole, otherwise, the composite 
figures might be quite inaccurate because of the undue preponderance 
of one industrial division in the sample. For example, the Mining 
division shows a much lower mean return than the other divisions. 
It happens that Mining contains a tenth or less of the total capitaliza
tion of the four divisions (for all corporations in the country), but if 
the Mining division did constitute any very large proportion of the 
total capitalization of the sample, then the composite return for the 
sample could not well be compared, in its unweighted form, with the 
return for the United States as a whole. Upon theoretical grounds, 
weighting of the investment and income data is therefore indicated. 

As a matter of technique, in making this adjustment--or in weight
ing the four divisions of our sample-it is more feasible to adj ust the 
income figures than the investment data. (For purposes of further 
analysis and comparison it is desirable to keep the capitalization and 
total capital figures as actually reported for the 3,144 corporations.) 
To obtain the desired weighting in the final computed ratios through 
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adjustment of the income data, the following procedure is employed. 
The total capital (or capitalization) for the 3,144 corporations in 
each year is redistributed among the four industrial groups in the 
same proportion in which the data for the country as a whole are 
distributed among such industrial groups in that year.' The ratio of 
the actual amount of capitalization reported by each division of the 
sample to the amount it would have had if the distribution of capital 
in the sample had been 'correct' is then determined j and this ratio is 
applied to the income as actually reported for each industrial division 

. of the sample. Thus the ratio of the sum of the computed amounts 
of income to the actual total capitalization is accurately comparable 
with the rate of return computed for all corporations in the four in· 
dustrial groups in the country as a whole. The following example will 
show more clearly the several steps involved in computing this ratio. 

In 1928 the total capitalization for manufacturing, trade, finance 
and mining corporations of the country reported in Statistics of 
Income was distributed among the industrial groups as follows: 
manufacturing corporations, 49.3 per cent of the total; trade, 13.4 per 
cent; finance, 29.6 per cent j mining, 7.7 per cent. If the total capi
talization for the 3,144 corporations of our sample ($32,031,200,000) 
had been distributed in those same proportions in that year, each in
dustrial division in our sample would have reported the capitalization 
listed in column (b) below instead of the actual data for each divi
sion recorded in column (al. 

Manufacturing 
Trade 
Finance 
Mining 

Total 

(a) 
Ad •• 1 

capitalir:ation 
$24,925,000,000· 

2,502,500,000 
2,931,700,000 
1,672,000,000 

$32,031,200,000 

(b) 
Computed 

capitalir:ation 
$15,791,381,600 

4,292,180,800 
9,481,235,200 
2,466,402,400 

$32,031,200,000 

(c) 
Ratio 0/ com

puted to actual 
capitaiiftat;on 

0.63 
1.72 
3.23 
1.48 

tThis is done in each of the years 192~28. For the years 1919-23, how
ever, data for the entire United States are not available. The relationships 
prevailing in 1926 are applied, in the manner set forth below, to the capi
talization data of the sample in each of these yean. The year 19Z6 is 
chosen because the data in Stat;sticJ 0/ Income are probably somewhat 
more suited to the purpose at hand than those of 1924, as in 1924 the 
capital stock tax returns, instead of income tax returns, were utilized as the 
basis for the published balance sheet figures. 
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The ratio of the computed to the actual capitalization is given in 
column (c). Thus, if the total capitalization reported for the 3,144 
corporations were distributed among the four industrial groups in 
the same proportion as the total capitalization for these same groups 
in the country as a whole is distributed in that year, the Manufactur
ing corporations of the sample would have reported only 63 per cent 
of their actual capitalization figure. Similarly, (assuming such a 
smaller sample to have been as representative as the larger one) they 
would have reported 63 per cent of the actual income amount. Apply
ing this ratio of computed to actual capitalization to the actual income 
as given in column (d) below, the computed income figure listed in 
column (e) is obtained: 

(d) (.) 
Adual income Computed incom, 

Manufacture $2,736,450,000 $1,723,963,500 
Trade 306,900,000 527,868,000 
Finance 30J,600,000 98Q.628,OOO 
Mining 132,400,000 19S,9S2,OOO 

Total $3,479,350,000 $3,428,411,500 

The properly weighted rate of return on the capitalization of the 
3,144 corporations, which gives to each industrial group the same 
relative importance that it has in the data for the entire United States, 
is, then, the ratio between the total computed income ($3,428,-
411,500) and the actual total capitalization ($32,031,200,000), or 
10.7 per cent. There are shorter methods of obtaining the same result, 
but the redistribution of the absolute figures effected above seems most 
clearly to illustrate the logic of the weighting process. 

TABLE 7, CHAPTER 2 

Data are not available in the annual reports of the Bureau of 
Internal Revenue for the computation of the rate of return on the 
capitalization of all manufacturing corporations with net incomes of 
over $2,000 for the entire ten-year period 1919-28. Assuming, how
ever, that our sample of 'small corporations' with incomes of $2,000 
to $50,000, and our sample of 'large corporations' with incomes of 
$50,000 or more are fairly representative, we may, by proper weight
ing, expand these data so as to give a picture of the entire universe.1 

:I For comment upon the character of these two ,amples, see Ch. 41. 
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In this process of weighting, three steps are involved. The lirst is 
to determine the ratio between the size of each of the samples and the 
number of corporations with the same sizes of net income 8 for 
the country as a whole. The second, to determine from this ratio the 
appropriate weighting. The third, to weight the actual data and 
combine them. 

For example, in 1928 the Bureau of Internal Revenue reported 
29,555 manufacturing corporations in the entire country with net 
incomes of $2,000 to $50,000, and 8,207 with net incomes of $50,000 
or more. In the same year in our small corporations sample there were 
1,421 corporations, or 4.8 per cent of the total number in the country 
with net incomes of $2,000-$50,000; and in our large corporations 
sample there were 1,970 corporations, or 24.0 per cent of the total 
number in the country with net incomes of $50,000 or over. Thus, in 
that year, there were actually in the United States, with incomes of 
$2,000 to $50,000, just about 20 times the number of corporations 
in the one sample and just about 4 times the number with incomes of 
$50,000 or more as in the other sample. Applying these weights of 
20 and 4 respectively to the data of the two samples and combining 
them, we ootain a total net income for manufacturing corporations 
with incomes of over $2,000 in 1928 amounting to $11,973,800,000 
and a total capitalization of $98,448,000,000. These estimates possess 
no validity as absolute ligures; because the average size of the corpo
rations in our large corporations sample is greater than that of most 
typical corporations with incomes in the 'over $50,000' grouping, 
these weighted absolute ligures are far larger than those which actu
ally prevail. But although they are even absolutely higher than the 
actual data obtained from Statistics of Income for that year and pre
sented in Table 6 (for all manufacturing corporations in the country 
with net incomes, including those under $2,000), the rate of return 
computed for the estimated data of Table 7 is only slightly different 
from that for the actual data of Table 6: 12.2 per cent as against 
12.0 per cent. . 

As in the case of Table 2, a shorter method to attain the same 
results could be employed by directly adjusting the ratios themselves 
and in this instance avoiding the use of the ~fictitiousJ absolute figures; 
but the logic of the adjustment is perhaps seen better by weighting 
the absolute data. 

'·For qualification. concerning definitioD, again see Ch. 43. 
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ESTIMATED EARNINGS RATES FOR ALL MANUFAC
TURING IN THE COUNTRY, 1921 AND 1931, 

GIVEN IN CHAPTER 1 

The earnings rates for the 71 companies series described in Ch. 6 
were compared with the figures for all manufacturing corporations 
in the country, for the five years 1924--28. It was found that the 
latter rates averaged 63.0 per cent of the former. This ratio was then 
applied to the earnings figures of the 71 companies for 1921 and 
1931, and the resulting figures, 2.4 and 2.3 per cent respectively 
were called rough estimates for all manufacturing corporations in 
the country in those years. No decimal points are made use of in the 
text, as the margin of possible error is very large. The figures should 
be regarded as the broadest of estimates, since the assumption that 
underlies them is, of course, that the earnings rates of these 71 com
panies bore the same relation to those for all manufacturing corpora
tions in the country in 1921 and 1931 as they did on an average in 
the years 1924--28. 

The five annual ratios in 1924--28, for which the mean ratio is 
63.0 per cent, are as follows: 62.6; 58.5; 56.4; 64.6; 73.1. 

71 COMPANIES SERIES DATA FOR 1931, GIVEN IN 
CHAPTER 6 

The Lumber figure for 1931 is preliminary, the earnings rate of 
one corporation in the group being estimated; but the possible error 
involved is very slight. Upon the total figures for all groups the 
trifling amount of possible error in the data for this company, which 
is a relatively small concern, can have no effect whatever. The total 
estimated ca~italization of the Stone and Lumber groups (the two 
are combined, as explained earlier) in 1931 " 233 million dollars, 
while that for all 71 companies is just over six billion. The capitaliza
tion of the one corporation in question in 1930 was less than 20 mil
lion; so that even if an error of as much as 50 per cent were involved 
in estimating its 1931 figure, the difference in the 233 million figure 
could not be over 5 per cent either way, and in the 6 billion figure 
would be only one-third of 1 per ~ent. 
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THE ITEM OF INTEREST ON FUNDED DEBT IN THE 
SEVERAL SAMPLES 

The distinction between net income and total profit as drawn 
throughout this volume lies in the inclusion of interest charges upon 
funded debt in the latter. As elsewhere remarked, however, these 
interest amounts art estimated. The statement of the Source-Book 
(p. 3) is as follows: "Estimated interest upon bonded debt is, in the 
case of the corporations for which data are presented in Parts I and 
VI, the equivalent of five per centum of the amount of all funded 
or long-time obligations, while for the corporations in other parts of 
the book it is the equivalent of six per centum of such funded obliga
tions." By the corporations in Parts 1 and VI are meant the several 
large identical corporations series discussed in the present volume. 
Upon the funded debts of the corporations of all other samples dis
cussed in the present volume the rate of 6 per cent has been applied. 

The basis on which 5 and 6 per cent were selected as the respec
tive interest rates for ·large' and 'small' corporations in the original 
calculations of the data published in the Souret-Book may be stated 
brieRy. For large corporations there seemed to be little question that 
5 per cent represented a very close approximation: the Standard 
Statistics Company's index of the average yield of fifteen high·grade 
industrial bonds between 1922 and 1928 (annual averages of monthly 
figures) ranged only between 4.8 and 5.3 per cent. (In 1920 and 
1921 the figure was 6.0 per cent.) 

For small corporations no general indexes are published by the 
Standard Statistics Company or other agencies for the period in 
Question. The writer, however, investigated conditions in four bank
ing centers: New York City, Buffalo, Cleveland and San Francisco. 
In New York City the consensus among the perSQns interviewed 
seemed to be that while the rate of interest paid by small industrials 
(corporations too small for public financing) varied greatly, it ran 
higher in most instances than for the larger companies; and 7 or 8 
per cent was thought to be a more usual figure. In Buffalo, of ten 
small industrial enterprises with bond issues, nine paid 6 per cent 
and one paid 5.5 per cent. In Cleveland it was stated by a banker 
that "such financing . . . has been carried on . . . during the past 
ten years at rates that were almost never below six per cent, and 
which in almost every case carried in addition a bank charge that 
• 
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would amount roughly to an additional one-half per cent. In other 
words this kind of financing has cost the smaller companies about 
6~ per cent per year as a minimum, and more frequently 7 per cent 
or 7 ~ per cent. Nevertheless, while these are ·the general facts, it is 
also true that each business of financing has been an individual deal, 
both in our institution and in other banks, with various collateral 
considerations involved _ • . [and] .•. the banks do not compile 
massed records or make index numbers of such transactions,JJ In San 
Francisco no ,adequate information on which to generalize was ob
tained except for the savings bank rate applied to real estate mort
gages which a banker there states "has been, during the period 
1919-1928, uniformly 6 per cent. However, in the case of small 
industrials .•. in need of working capital ... [where] the value 
of their property did not justify a savings bank loan at the above
mentioned rate and other assets had to be pledged to enable brokers 
to float a small bond issue, the rate would, of course, have been much 
higher because of the heavy costs that such bond issue would have 
inevitably to undergo." 

There is not space here to discuss the sale of bonds at a discount 
and the collateral considerations affecting the real cost of financing 
these small industrials through long-term borrowed capital. But dis
regarding the undoubtedly great variations in individual instances, 
it is probably fair to conclude that most of these small companies 
payout 6 per cent or more annually as interest upon their funded 
debt, and that this rate represents a sufficiently satisfactory figure for 
our purposes, namely, to ascertain the rate of net return upon total 
capital before the payment of fixed charges, as well as that upon 
capitalization after their deduction. 

EARNINGS RATES BEFORE AND AFTER TAXES 

It was pointed out in Chapter 1 that for all years after 1921 the 
difference between earnings rates before and after payment of Federal 
income taxes is only slight. The statement related to arithmetic mean 
averages, but is also true of the frequency distributions for the earn
ings rates of individual corporations, as shown by experiments con
ducted for two industrial groups, Bakery Products and Radios and 
Parts. The individual corporations in each group were arrayed 
according to their rates of earnings before and after taxes, and the 
correlation is either perfect or almost perfect. Data from p. 201 of 
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the Source-Boo It are as follows. (Four cases are presented, large 
corporations and small corporations being treated separately in both 
groups.) 

D~scriptiDn 
fit sample: C'oel/i- Data jor percentage of net 

corporations with nents income to t:llpitalizatitm 
total nd incomes of rank (be/ore taxes) 

rwhich.lu/ore correla- Arith- Upper Lower 
No.of tlUes,rangeap- tion (ail mttic Me- guar- qua,.-

Su6group corps. proximately from: ptuiti'fJe) mean dian tile tile 
Bakery Products 32 $2,000-$100,000 .9989 12.2 14.0 30.0 6.7 

II " IS An over $100,000 1.0000 16.6 IS.O 22.S 9.2 
Radios and Parts 35 $2,000-$100,000 .9969 14.4 12.3 23.7 6.S 

II If 62 AU over $100,000 .9997 12.2 IS.0 24.1 8.0 



ApPENDIX B. 

ABSOLUTE DATA UNDERLYING 

CERTAIN CHARTS AND TABLES 



Net income 
b40re lax 
alter taK 

t Capitalization 
not Itep,ed up 
slepp,d up 

t Total profit 
belore tax 

not slep,ed up 
I/lpp,d .p 

a/ltr ta;: 
not stepped up 
stepped up 

I Total capital 
not stepped up 
stepp,d up 

APPBNDIX T ABLB 1 
ABSOLUTE DATA UNDERLYING TEXT TABLE I' 

1921 19Z5 19Z6 19Z7 

$5,082,498,150 
4,394,363,215 

80,899,5SS,4~1 
91,096,068,588 

5,679,677,273 
S,766,909,170 

4,991,542,338 
5,078,174,235 

91,757,357,66S 
103,Sl9,905,320 

$7,265,056,676 
6,337,968,093 

89,207,935,111 
98,158,296,316 

1,889,556,411 
7,968,172,064 

6,962,467,828 
7,041,083,481 

100,562,476,342 
111,542,212,473 

$7,108,391,872 
6,165,838,961 

87,853,383,955 
106,629,953,741 

7,695,321,951 
7,84S,796,SS2 

6,752,769,046 
6,903,243,641 

98,524,840,054 
120,037,311,558 

$6,383,238,998 
5,S20,872,122 

93,962,040,536 
103,115,303,552 

1,076,795,179 
7,1 S6,544,3 69 

6,214,428,303 
6,294,177,493 

106,572,152,910 
117,175,401,214 

1 Compiled from Statistics ollncoml. 

19Z8 

$B,168,188,Q16 
7,246,929,777 

101,476,040,078 
114,610,810,975 

9,024,475,226 
9,1S3,806,934 

8,103,216,987 
8,232,548,695 

117,044,898,444 
132,531,154,932 

t In all text discu81ionl involving the capitalization, total capital, or profit figures of this table, the means between 
the 'not Itepped up' and the 'stepped up' figures are used. See Appendix A for an explanation of the method of 
'.tepping up'. The 'stepped up' capitalization and 'stepped up' total capital figures in this table were obtained by 
the addition of the corresponding items for each of the four industrial divisions Ihown in Table 3. The results obtained 
by this addition are llightly different from those which would be obtained by applying the Itepping up process to the 
capitalization or total capital .hown above. This difference (ranging from about 200 million to about one and one-half 
billion, on capitalization amounts of 100 billion) is due to the fact that the four industrial divisions, which have, of 
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ABSOLUTE DATA UNDERLYING TEXT TABLE 2' 

1919 1920 1921 1922 1921 
Net income 

t bt/orl tax $2,907,255,100 $2,415,264,800 $973,331,700 $2,358,788,300 $2,724,273,800 
I aft" tu 2,186,662,400 1,935,849,700 752,597,100 2,129,658,000 2,451,657,800 

Capitalization 17,030,700,000 20,793,100,000 22,161,800,000 22,186,000,000 25,012,300,000 
1921 1925 1926 1927 1928 

Net income 
I beforl tax 2,450,994,000 3,027,891,400 3,252,057,700 2,954,223,000 3,428,411,500 
I afttr tu 2,195,499,300 2,691,838,000 2,884,804,500 2,616,828,200 3,085,838,800 

Capitalization 25,584,800,000 26,830,600,000 28,227,200,000 30,155,800,000 32,031,200,000 
1921 1925 1926 1927 1928 

Total profit 
I be/orl tu 2,602,430,575 3,182,169,585 3,406,583,425 3,1l5,973,230 3,613,090,970 
I altlr tdX 2,349,365,805 2,847,392,685 3,040,203,525 2,815,511,030 3,271,696,470 

Total Capital 28,290,910,000 ,29,784,240,000 31,190,450,000 33,440,020,000 35,495,780,000 

course, different capitalization amounts, do not have the same proportionate Dumber. of incomplete items, i.e., Dumbers 
of corporations Dot reporting balance sheets. It is also to be noted that all balance Iheet data for 1924 and 1925 relt 
upon capital stock tax returnl and not income tax return8. 

1 Compiled from SourcI-Bod ngurcL 
'Income and profit figure8 weighted 88 explained in Appendix A. 
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ApPENDIX TABLE 3 

ABSOLUTE DATA UNDERLYING TEXT TABLE S' 

1926 1927 1928 
Net income 

b~for' tax $8,623,311,960 $8,065,343,000 $9,801,827,651 
after taz 1,680,759,049 1,203,652,492 8,880,569,412 

2 Capitalization 
not 41~Plud .p 69,535,775,729 72,066,881,010 82,077,763,229 
stepped up 71,469,634,805 78,863,460,147 90,720,375,480 

2 Profit 
b40re flU 

not stepped up 9,033,643,685 8,491,148,440 10,354,999,651 
,tepped up 9,090,382,882 8,539,663,595 10,421,994,787 

after taz 
not stepped up 8,091,090,174 7,629,4S7,932 9,433.741,419 
stepped up 8,147,829,971 1,677,973,081 9,500,736,548 

'Total capital 
not stepped up 76,996,352,S42 79,808,798,100 92,llS,436,OS9 
Itlpped up 85,961,833,393 87,487,471,547 101,996,141,514 

t Compiled from Statistics o/lncom!. 
2 In all text discu!sioD! involving the capitalization, total capital or pro6t 

figure! of thi! table, the meaD! between the 'not stepped up' and the '!tepped 
up' figures are used. See Appendix A for an explanation of the method of 
'stepping up', The '!tepped up' capitalization and 'stepped up' total capital 
figure! were obtained by the addition of the corresponding item! for each of 
the four indu!trial divisions shown in Table 6, See Appendix Table 1, note 2 
for an explanation of the slight differences between these totals and the 
results obtained by applying the 'stepping up' method to the capitalization or 
total capital shown above. 



ApPDNDlX T ABLB 4 > 
'CI 

ABSOLUTE DATA UNDERLYING TEXT TABLE 7' 'CI 
!'I 

1919 1920 1921 1922 1923 Z 
Net income I $10,640,440,000 $8,851,960,000 $3,069,630,000 $7,921,760,000 $9,571,760,000 I:) 

Capitalization I 55,820,000,000 64,081,000,000 39,315,000,000 69,413,000,000 78,701,000,000 -() 
19U 1925 1926 1927 1928 !'I 

Net income' 8,826,360,000 10,860,560,000 11,652,040,000 9,779,680,000 11,913,800,000 '" Capitalization t 82,324,000,000 86,947,000,000 90,518,000,000 89,796,000,000 98,448,000,000 

1 Compiled from Sour(t~Book. 
I Income and capitalization figure. weighted •• explained io Appendix A. 

ApPDNDIX T ABLD 5 
DATA FOR CHARTS 35 TO 38 ' 

(Al PERCENTAGE TOTAL NET INCOME AFI'BR TAX TO CAPITALIZATION 

Gr •• p 1919 1920 1921 1922 1921 19U 1925 1926 1927 1928 1929 1910 1911 
1 Foods -.2 4.5 4.9 8.3 8.3 7.9 8.3 9.8 8.4 9.2 10.5 11.6 9.5 
2 Textiles 18.0 5.0 7.4 11.7 12.2 5.7 7.4 7.0 7.6 5.7 7.2 -.7 -2.3 
3 Chemical. 14.0 8.3 2.4 9.3 5.4 8.5 11.7 12.2 7.5 12.2 11.6 7.5 3.1 
4 Metala 22.3 12.3 7.0 18.4 14.4 13.7 16.2 16.2 11.2 11.1 16.8 10.4 3.2 
S Paper and prlDtmg 10.5 14.7 6.4 17.0 15.4 19.9 20.9 21.0 23.6 29.0 26.7 22.3 13.7 
6 Stone and lumber 12.7 14.3 6.7 12.5 17.3 12.4 11.3 10.9 8.4 9.1 11.5 3.7 -.5 
7 Leather and rubber 13.4 2.7 -7.4 5.7 4.6 6.7 12.2 10.2 6.1 2.3 4.5 -3.7 -3.4 
8 Special manufacturing industries 17.2 9.2 5.3 18.4 19.3 17.0 16.4 17.8 18.5 16.5 11.9 8.2 4.3 

All manufacturing 13.4 8.4 3.8 12.1 10.3 10.7 13.0 13.3 9.6 10.4 13.2 8.3 3.6 r-1 

'" 1 Data for 1919-28 rest on Table! 49 and 51 of tbe $(JI(rce·Boo!ej for 1929-30
1 

on Tables 50 and 52 of the Sourc,·Book· for 1931 
..... ..,., 

on Errata and Addenda Sheet to· SOllrce·Book. See Ch. 6 of present volume for exp anatioD. • I ....... 



ApPENDIX TAELE 5 (continued) 
,...., 
0\ .... 

(8) ABIOLUTI MIT IHCXl1U AND CAPITALIZATiON 0\ 

(in millions of dollars) 
....... 

3919 1920 1921 1922 
Totat Total Total Total 

aetincome Capital M net income Capital~ Det income CapitalM net income Capital-
Groul after tax ization aftertax ization after tax ization after tax ization 

1 Food. -1.16 611.75 30.42 67!.15 34.42 703.11 55.62 670.02 
2 Textile. 25.03 138.99 9.32 187.91 12.64 169.85 21.78 185.69 
3 Chemical. 90.88 649.06 65.31 788.42 25.89 1,069.99 89.48 965.04 
4 Metal. 189.61 850.76 134.06 1,086.19 77.87 1,110.44 216.43 1,173.28 
S Paper and printing 8.41 80.11 12.74 86.41 6.08 94.95 15.41 90.71 
6 Stone and lumber 15.75 124.34 19.85 139.25 10.47 1S5.93 19.41 155.25 
1 Leather and rubber 46.33 345.43 11.06 411.14 -28.82 388.62 20.59 361.13 
8 Special manufacturing 

indultriel S.29 4S.19 5.S4 63.24 3.79 71.95 13.23 71.95 ~ 

All manufacturing 
Z 

383.14 2,848.63 288.60 3,435.71 142.34 3,764.84 451.95 3,673.07 t:I 

1921 1921 1925 1926 
c:: 
en 

1 Food. 63.00 757.61 58.60 738.15 62.15 H8.54 79.40 812.80 '":I 
l<I 2 Teztilel 26.50 216.5S 12.51 220.54 IS.S6 213.87 14.07 200.66 ~ 

S Chemical. 56.18 1,059.05 90.71 1,063.92 126.47 1,082.13 143.78 1,179.39 > 
4 Metal. 239.39 1,666.25 229.19 1,672.46 291.76 1,797.53 340.52 2,096.03 to< 
5 Paper and printing 14.23 92.31 18.35 92.06 19.46 93.33 20.11 95.59 "d 
6 Stone and lumber 32.84 189.72 24.15 194.49 24.59 217.96 24.41 223.31 l<I 
7 Leather and rubber 17.52 379.14 25.59 384.02 48.13 395.S5 40.79 400.03 0 
8 Special manufaeturing ", 

indultriel 16.11 83.60 16.21 95.44 1S.07 91.63 18.03 101.32 ~ 

All manufacturing 465.77 4,444.26 475.31 4,461.08 601.49 4,640.84 681.11 5,109.13 
'":I 
en 



1927 1928 1929 1930 1931 > 
Total Total Total Total Total '" net income Capital- net income Capital- Det income Capital- nct income Capital- net income Capital- '" t>1 

Group after tax iution after tax ization after tax izatioD after tax izatioD after tax ization Z 
1 Foods 65.11 778.67 73.58 802.85 84.69 807.26 97.84 840.89 81.30 SS5.65 tl 
2 Textiles 16.83 221.22 12.13 214.36 18.37 256.38 -1.64 238.69 -5.00 217.72 -(') 
5 Cbemicals 96.30 1,291.50 179.14 1,469.05 20U9 1,736.16 135.66 1,800.52 52.24 1,691.93 to> 
4 Metalll 243.88 2,182.41 246.28 2,21S.47 444.16 2,649.S7 281.42 2,718.64 81.95 2,S77.61 en 
5 Paper and printing 23.97 101.38 26.39 90.89 30.63 114.61 25.73 l1S.61 IS.21 111.37 
6 Stone and lumber 18.73 223.12 20.91 229.46 29.04 2S3.36 9.2S 248.11 -1.20 233.34 
7 Leather and rubber 25.33 41S.76 9.13 404.29 20.SS 4S2.49 -IS.S2 420.13 -10.91 324.70 
8 Special manufactur-

ing industries 21.75 101.80 20.18 122.42 IS.83 133.06 9.17 111.3S 3.40 79.46 
All manufacturing 511.90 S,31S.92 S87.74 5,648.79 844.56 6,402.89 541.91 6,494.34 216.99 6,091.84 

ApPBNDIX TABLE 6 

ABSOLUTE DATA UNDERLYING TABLES IN BOOK II' 

(Key to group Dumbers shown in Text Table 12) 

CA) SALES~ 1919-28, 2,046 MANUFACTURING CORPORAnON8 (in millions 0/ dollars) 

Minor Number ./ 
group corporations 1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 

I 17 233 304 236 228 260 271 284 lIS 123 320 
2 32 256 292 200 181 18S 208 231 228 ~lS 228 
3 21 ISO 144 98 98 116 118 121 127 II! 114 

....., 
'" 4 19 229 204 129 136 1S9 182 200 201 201 212 .... 

5 26 310 34S 293 282 329 339 368 382 401 435 
...., 
'-' 



ApPENDIX TABLE 6 (continued) ,......, 
'" Minor Number 0/ -00 

group corporations 1919 1920 1921 1922 1921 1924 1925 1926 1927 1928 L...:J 

6 16 151 125 105 124 121 131 139 148 147 169 
7 23 3302 3170 2097 2014 2210 3349 3860 3550 3802 3991 
8 
9 11 19 22 23 IS 18 19 23 24 24 25 

10 23 637 824 792 758 799 840 878 922 972 979 
11-8 27 707 819 407 451 512 500 498 503 lS3 553 
12 12 13 17 7 II 14 13 16 14 13 15 
13 18 66 81 54 62 76 61 64 62 63 62 
14 49 319 358 220 248 289 267 303 278 284 271 
15 31 226 211 184 209 237 204 212 204 187 168 
16 17 130 113 98 103 123 114 138 136 129 128 
17 18 62 81 61 88 99 85 93 90 87 76 
18 25 118 225 165 162 190 174 116 180 183 184 
19 42 108 140 103 130 146 131 148 163 165 159 -20 23 69 91 64 68 80 15 83 89 89 92 Z 
21 54 212 249 158 196 239 225 253 241 235 234 t:l 
22 25 199 213 182 206 227 211 248 231 243 236 c: 
23 29 237 182 101 128 138 130 136 138 149 144 '" >-l 24 26 170 1079 580 618 163 727 1030 1035 948 935 '" 2S 64 131 IS8 93 128 IS9 144 148 154 131 152 -26 26 122 34 22 30 31 34 31 34 32 31 > 
21 11 31 42 2S 34 41 31 36 34 32 34 t"' 
28 5S 61 81 60 12 84 84 92 95 93 91 "d 
29 28 99 126 86 126 185 193 218 220 180 233 '" 30 35 159 251 153 161 181 180 210 204 227 216 0 
31 33 50 81 37 46 60 58 64 65 63 65 "l 
32 20 62 100 53 60 66 64 65 68 68 61 ->-l 33 23 81 120 16 89 106 106 100 96 89 93 '" 



34 20 105 144 134 147 179 198 222 275 302 436 > 
35 17 32 38 36 38 42 45 46 45 47 47 

..., 
36 46 81 118 91 90 98 103 108 115 118 182 

..., 

37 17 11 18 13 14 14 15 16 17 18 18 t'l 

38 9 82 101 58 75 85 79 87 95 91 100 Z 
t:l 

39 42 133 152 103 125 139 138 154 157 151 152 -40 52 2041 2895 2150 2154 2244 2383 2752 3201 3608 3197 n 
41 56 160 176 140 156 177 186 201 212 216 214 t'l 

42 9 9 13 14 14 16 16 17 18 19 20 en 

43 16 233 181 180 189 202 234 261 271 288 272 
44 26 474 460 299 344 413 436 480 524 512 514 
45 48 61 90 63 81 103 99 108 113 105 103 
46 18 119 176 113 134 175 157 170 166 149 153 
47 21 55 80 72 87 III 115 125 123 122 119 
48 27 109 144 82 106 136 136 157 168 167 175 
49 99 2683 340l 1681 1997 3278 2801 3087 3472 2881 3044 
lO 20 51 61 27 42 60 58 64 6l 63 66 
11 20 94 117 l5 72 98 83 87 91 78 83 
52 42 125 161 103 125 167 165 165 181 176 187 
53 54 632 789 592 l52 726 787 799 916 860 899 
54 18 52 71 61 lO 54 44 11 49 52 49 
55 12 23 28 21 24 29 29 33 33 31 31 
56 22 90 103 81 75 104 109 122 139 139 147 
l7 11 16 18 12 12 18 20 20 26 28 34 
l8 12 137 153 92 121 142 112 127 160 13S 141 
59 23 107 121 84 72 87 76 89 95 91 101 
60 13 73 90 69 75 91 92 104 106 110 126 
61 25 507 486 283 316 609 397 333 385 323 251 
62 32 1477 1864 1178 1612 2343 2143 2631 3145 3058 3639 ... 
63 11 34 49 29 36 43 45 46 47 46 II 

0\ ..... 
64 40 243 316 192 254 333 326 35l 374 344 347 '" '-' 



APPENDIX T ABLB 6 (continued) ,....., 
'" Minor Number of N 

group corporatjam 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 0 
L....J . 

65 30 99 105 39 58 76 69 78 85 78 90 
66 15 24 30 11 20 27 23 28 28 27 32 
67 32 112 125 75 82 105 102 121 132 130 138 
68 43 780 911 495 653 324 330 1001 940 903 1066 
69 24 SO 51 31 36 41 33 40 42 43 45 
70 45 541 634 280 328 413 407 507 554 557 699 
71 23 134 136 107 122 144 146 153 161 164 172 
72 12 16 21 15 18 23 25 27 28 28 31 
73 11 38 48 35 42 51 48 53 54 47 43 
74 43 206 264 214 228 263 249 237 270 282 293 

Mdjor Number of M 
group lorporations 1919 1920 1921 1922 1923 192/ 1925 1926 1927 1928 Z 

1 Foods 215 6014 6249 4380 4287 4709 5957 6604 6400 6775 7026 '" c: 2 Textiles 289 1383 1566 1114 1277 . 1493 1355 1486 1457 1435 1389 ., 
3 Leather 54 436 395 289 334 365 347 384 369 192 380 >i 4 Rubber 26 770 1079 580 678 763 727 1030 1035 948 935 I>d 
5 Lumber 190 456 441 286 390 506 492 531 537 468 541 M 

6 Paper 111 358 5112 319 316 419 403 439 433 447 SOl > 
7 Printing and publishing 100 229 318 274 289 333 361 392 412 485 623 t"' 
8 Chemicals 210 3132 3978 2944 3057 3276 3472 3952 4478 4885 4469 'tl 
9 Stone, clay and giasl 114 344 490 330 408 525 507 560 570 543 550 I>d 

10 Metal. 648 7950 9688 5491 6617 9668 8756 9838 11065 10158 11266 0 
11 Special manufacturing industries 89 394 469 371 410 481 468 470 513 521 539 "l 

M 

All manufacturing 2046 21466 25225 16378 18103 22538 22850 25736 27309 27057 28219 >i ., 



(8) TOTAL NET INCOME, 1919-28, 2,046 MANUFACTURING CORPORATIONS. > 
(in millio,.. 0/ dollart) 

"d 
"d 

Minor Number of 1'1 

group corporationl 1919 1920 1921 1922 1923 19U 1925 1926 1927 1928 Z 
t:l 

1 17 19.78 18.45 24.17 27.92 29.22 33.75 33.67 40.s8 43.54 41.22 
M 

() 
2 32 12.41 1.98 S.IS 4.S8 6.03 10.68 6.41 6.62 7.94 7.78 1'1 
3 21 28.06 11.45 S.60 13.47 1S.90 18.62 18.58 18.81 17.66 16.51 on 
4 19 10.90 2.42' 9.66 13.86 11.89 15.33 12.48 17.40 16.14 IS.8S 
S 26 13.63 S.22 7.28 14.03 1S.64 12.71 17.38 18.41 18.72 19.46 
6 16 18.99 7.0S 7.04 15.79 12.67 15.17 12.80 12.53 11.36 14.51 
7 23 17.98' 1.64 40.65' 10.23 25.11 30.23 21.87 44.00 1S.37 31.81 
8 
9 11 .8S' .05 .44 1.45 2.62 1.29 3.00 3.14 2.31 3.95 

10 23 63.89 64.88 77.08 83.31 87.13 84.27 95.42 102.92 109.60 109.S2 
11-8 27 72.65 33.49 21.96' 33.39 43.32 42.01 30.02 40.82 33.47 46.64 

"12 12 2.35 2.62 .83 1.12 1.24 .61 1.23 1.01 1.04 .95 
13 18 9.15 1.40 4.42 7.24 7.54 3.09 4.72 2.81 5.14 4.29 
14 49 62.03 27.23 20.64 26.98 30.25 3.38 11.42 8.31 28.22 12.46 
IS 31 36.07 .67 21.65 30.25 24.88 4.30 8.64 2.83 7.90 2.95 
16 17 24.55 1.15 6.81 10.98 11.74 6.37 13.45 7.85 4.65 4.90 
17 18 12.97 7.43 10.64 22.86 20.87 10.02 9.50 7.28 8.41 S.S4 
18 25 23.23 11.93 7.96 13.12 17.71 11.25 14.62 14.03 16.45 14.40 
19 42 17.13 7.32 9.59 16.47 12.07 9.13 15.62 16.08 12.73 12.78 
20 23 8.67 2.60 1.S1 6.08 6.77 4.46 6.33 7.25 7.45 6.55 
21 54 37.05 15.05 15.95 26.41 30.52 20.58 21.37 12.55 18.28 15.42 
22 25 23.53 16.38 11.03 21.84 20.70 22.51 21.69 21.18 26.90 24.42 
23 29 29.01 7.70' 6.44' 8.84 3.97 6.72 7.35 S.74 10.41 4.47 
24 26 93.14 12.09 76.S1'11 19.59 32.63 40.63 114.91 53.79 45.40 7.50 

,...., 
0\ 

25 64 25.39 34.54 5.30 21.80 35.96 20.10 20.77 21.00 13.90 15.91 .., 
26 26 3.47 5.75 1.89 5.22 6.07 5.02 4.76 3.45 2.60 2.29 

.... ...... 



APPENDIX TABLE 6 (continued) ,...., 
0\ 

Minor Number of tv 
tv. group corporations 1919 1920 1921 1922 1921 .19U 1925 1926 1927 1928 L...J 

27 17 4.84 4.96 .60 4.46 6.13 3.05 2.51 2.77 2.85 3.14 
28 55 11.48 11.47 4.53 10.78 11.90 9.87 11.41 10.99 8.53 7.66 
29 28 11.49 7.94 5.76 13.54 16.89 22.31 22.44 19.97 8.49 15.23 
30 3l 19.67 48.64 3.78 12.16 22.17 23.83 19.30 19.27 19.30 19.80 
31 33 7.08 12.17 .31 4.23 6.12 4.72 5.63 5.49 7.69 6.52 
32 20 5.90 10.88 1.532 3.51 2.35 2.85 3.68 3.96 5.73 5.79 
33 23 12.12 17.19 3.53 7.29 8.10 9.10 9.08 9.64 7.01 8.60 
34 20 20.33 27.06 23.01 38.10 36.73 43.20 36.37 56.40 63.66 74.59 
35 17 4.04 4.00 4.05 6.33 6.78 7.54 7.25 6.69 5.91 6.55 
36 46 11.51 17.79 10.33 13.16 13.89 13.80 13.96 14.66 13.13 15.16 
37 17 1.87 3.65 2.20 2.35 1.88 1.77 2.14 2.10 1.99 2.05 
38 9 12.28 10.96 6.l1 17.05 10.+3 9.42 11.97 1\.41 12.64 1l.90 
39 42 17.1l 13.03 4.20 16.22 17.24 14.92 17.21 17.47 14.84 17.96 
40 52 301.39 417.30 40.13 254.72 155.67 256.87 42o.s2 470.03 235.97 515.58 ~ 

Z 41 56 30.46 22.93 16.l5 35.48 34.66 36.03 41.28 46.24 49.19 50.69 
t;j 42 9 1.57 .98 1.75 3.19 2.84 3.38 3.24 3.45 3.65 4.07 
c::: 43 16 1l.S1 1.07' 10.34 19.I8 18.03 22.01 23.37 29.08 28.51 27.77 en 44 26 65.37 37.59 30.73 49.30 68.00 84.39 90.75 122.90 121.73 147.91 oj 

45 48 12.07 15.32 7.19 13.23 19.89 16.01 17.44 18.39 15.43 13.58 1>0 
46 18 17.83 23.46 8.26 15.06 27.64 19.68 19.25 17.15 12.20 15.87 ~ 

47 21 8.02 9.65 9.01 16.91 29.47 27.25 30.67 30.84 26.S5 27.81 :> 
48 27 15.1I 15.81 1.54 13.38 22.21 20.72 27.32 29.13 27.16 31.77 t-< 
49 99 311.37 331.85 11.76' 65.24 239.22 164.24 201.53 255.20 171.09 236.25 "d 
50 20 4.99 4.68 4.95· 2.75 5.54 4.59 5.07 5.91 4.44 6.25 1>0 
51 20 11.98 11.56 .342 8.77 13.50 9.21 9.27 9.73 8.02 11.76 0 
52 42 21.69 15.81 6.66 18.20 30.52 25.75 24.72 26.06 18.21 17.55 "l 

~ 53 54 108.35 77.1I 42.45 80.34 121.76 120.10 127.30 143.06 114.68 139.82 oj 54 18 13.14 10.86 14.02 14.70 11.00 8.35 11.81 11.34 13.18 12.09 en 



55 12 5.86 5.17 3.47 5.18 6.05 4.SJ 3.99 5.46 4.97 5.92 > 
56 22 15.31 16.96 6.85 11.06 17.84 17.93 18.74 19.25 17.87 21.92 ... 
57 11 3.36 2.88 1.60 1.81 3.07 7.00 3.42 5.35 6.09 4.48 ... 
58 12 20.67 19.34 3.17 11.99 15.91 6.16 11.61 18.26 13.65 13.13 t'l 

59 23 23.84 16.79 6.77 13.54 21.02 14.36 22.94 2!.10 19.94 25.25 Z 
60 13 13.29 11.22 4.78 7.20 9.67 10.23 15.23 15.13 19.47 21.42 0 -61 25 68.31 5J.S0 21.00 31.29 70.74 41.09 24.62 39.62 29.43 17.42 n 
62 32 274.22 172.54 78.19 258.77 270.89 246.19 366.80 372.39 299.53 !l4.57 t'l 
63 11 4.09 3.68 .78 4.09 5.59 4.79 5.11 6.13 6.07 10.17 en 

64 40 42.64 43.02 4.45 32.71 55.74 42.28 45.51 40.91 32.40 36.19 
65 30 25.06 19.73 3.242 8.15 12.55 7.94 11.77 14.06 10.48 17.07 
66 IS 3.73 4.58 .372 3.l0 4.47 2.54 4.06 +.48 3.62 5.51 
67 32 20.59 13.17 2.841 10.04 15.11 11.80 15.77 19.37 14.47 17.83 
68 48 78.21 44.00 12.57 65.73 81.45 81.80 116.49 99.85 96.99 130.50 
69 24 6.98 4.04 .57 3.41 4.25 3.24 2.98 3.50 4.10 4.37 
70 45 88.48 56.93 17.61' 17.15 55.41 46.79 79.45 91.83 85.21 105.41 
71 23 35.11 27.41 17.62 43.36 45.14 26.40 46.80 48.16 43.67 47.71 
72 12 2.63 2.71 1.68 2.23 3.14 3.14 3.40 3.37 .3.72 4.35 
73 11 5.16 5.29 :95 5.02 6.99 5.63 6.61 6.56 4.21 3.lS 
74 43 29.31 25.05 16.68 31.00 31.90 22.08 13.84 32.01 28.66 30.08 

Major Numb" 0/ 
group corporations 1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 

1 Food. 215 221.45 141.79 73.81 218.03 249.53 264.06 251.63 305.23 276.11 307.25 
2 Textiles 289 233.20 77.40 100.00 161.S1 163.59 73.19 106.90 80.00 110.27 80.24 
3 Leatber 54 52.54 8.68 4.59 30.68 24.67 29.23 29.04 26.92 37.31 28.89 
4 Rubber 26 93.14 12.09 76.51' 19.59 32.63 40.63 114.91 53.79 45.40 7.50 
5 Lumber 190 56.67 64.66 18.08 55.80 76.95 60.35 61.89 58.J8 36.37 44.23 ....., 
6 Paper 111 44.77 88.88 6.09 27.19 38.74 40.50 37.69 38.36 39.73 40.71 '" 7 Printing and N 

"" pUbliahing 100 37.75 52.50 39.59 59.94 59.28 66.31 59.72 79.85 84.69 98.35 '-' 



ApPENDIX TABLE 6 (continued) 
....., 
0\ 

Major Number of 
N 
~. 

group corporations 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 '-' 

8 Chemical. 210 439.79 495.72 109.41 395.14 306.87 427.02 608.34 700.58 466.53 779.88 
9 Stone, clay aod 

glall 114 53.43 64.24 26.00 58.58 99.21 83.66 94.68 95.S! 81.34 89.03 
10 Metals 648 1,166.16 937.82 166.22 675.62 1,071.30 880.89 1,128.19 1,229.99 993.91 1,174.88 
11 Special manufac-

turing industries 89 71.21 60.46 36.93 81.61 87.17 57.25 70.65 90.10 80.26 85.49 
All manufacturing 2,046 2,471.11 2,004.24 504.21 1,783.69 2,209.94 2,023.09 2,563.64 2,758.51 2,251.92 2,736.45 

(c) CAPITALIZATION, 1919-28,2,046 MANUFACTURING CORPORATIONS 

(in millions of dollars) 
Minor Numb" of 
group corporations 1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 .... 

I 17 130 153 161 lS5 195 181 208 216 229 236 Z 
2 32 49 61 58 51 64 66 65 67 67 65 0 
3 21 67 87 85 79 89 97 101 108 104 109 c:: 
4 19 55 70 65 67 71 74 78 86 90 90 en 

5 26 66 78 88 90 76 lOS 134 139 146 200 
., 
1<1 

6 16 65 81 77 77 95 103 103 103 112 114 .... 
7 23 505 554 581 542 656 694 675 693 681 699 ;.-
8 t"' 
9 11 47 46 47 45 43 43 45 48 51 46 "d 

10 23 457 556 588 58S 648 625 637 701 684 704 1<1 
11-S 27 418 483 409 433 464 434 441 449 469 498 0 
12 12 5 7 8 7 9 8 10 10 10 10 "l 
13 18 33 39 37 49 45 46 48 48 S! 52 .... 
14 49 191 225 219 236 275 264 264 258 278 263 

., 
en 



IS !I 160 173 190 199 21S 205 209 184 207 197 > 
16 17 64 97 82 77 89 79 94 95 97 105 '" 17 18 49 61 67 63 85 82 83 82 84 83 '" 18 25 92 127 118 116 125 124 122 120 124 126 t'l 
19 42 45 58 58 64 76 83 93 98 109 114 Z 
20 23 25 34 35 33 41 41 46 48 S1 53 tl -21 S4 108 136 131 134 165 168 189 182 210 201 t'l 
22 25 71 90 91 101 128 117 135 139 IS! 165 t'l 
23 29 83 114 91 91 92 91 93 83 90 87 en 
24 26 489 589 601 538 546 560 607 629 660 583 
25 64 1S9 195 210 214 227 224 237 224 234 233 
26 26 II 16 19 19 25 27 28 28 21 21 
27 17 26 32 34 34 39 39 39 39 39 38 
28 SS 37 41 54 53 65 66 69 72 73 73 
29 28 62 70 72 74 98 116 129 140 139 lSI 
30 3S 149 178 199 185 227 227 281 291 341 389 
31 33 23 32 31 3S 38 . 40 42 42 43 51 
32 20 !? 56 62 65 61 58 60 61 51 55 
33 23 46 56 66 62 80 83 85 92 91 96 
34 20 77 90 107 106 131 177 200 190 270 282 
35 17 23 29 30 31 37 40 43 45 52 54 
36 46 58 68 79 79 89 89 94 101 103 109 
37 11 6 8 9 9 10 10 10 11 11 12 
38 9 82 92 92 93 107 109 114 119 123 134 
39 42 63 79 85 81 100 101 108 113 114 1Z1 
40 52 1641 2112 2769 3230 3384 3496 3812 4561 4896 52S7 
41 56 110 134 142 136 180 184 197 208 218 233 
42 9 4 5 6 6 8 9 10 12 13 16 
43 16 83 118 124 141 115 119 120 119 126 143 ,....., 
44 26 464 464 576 606 684 671 642 681 715 833 0\ 
45 48 98 105 112 123 131 135 144 lSI 155 160 "" '" 46 18 61 73 87 86 116 114 124 126 122 134 L-J 



APPENDIX TABLE 6 (continued) ......, 
0\ 

Minor Numbtr of 
.., 
0\ 

gTDU, corpDrationl 1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 '-' 
47 21 86 99 111 112 142 160 179 203 214 217 
48 27 75 92 102 94 116 127 139 149 170 186 
49 99 2698 3149 3216 3043 3544 3511 3572 3297 3762 3964 
SO 20 31 37 40 38 42 44 43 4S SO 53 
51 20 67 74 77 71 84 81 81 83 81 85 
52 42 106 124 130 121 140 149 160 1S3 192 191 
53 54 496 642 665 600 737 719 756 800 809 848 
S4 18 48 63 62 66 60 79 80 79 83 83 
SS 12 33 39 41 40 44 44 44 50 52 48 
S6 22 57 77 79 79 93 95 103 110 114 129 
57 11 12 IS 17 17 21 25 37 38 55 65 
58 12 57 77 93 86 105 .100 104 114 118 129 
59 23 lSI 177 176 175 186 176 177 174 178 1S9 
60 13 59 71 75 80 75 89 88 96 102 121 ~ 

61 2S 401 487 493 435 523 488 466 519 527 520 Z 
62 32 707 937 927 1023 1302 1425 1545 1801 1859 1948 I:) 

63 11 35 39 37 36 45 46 49 50 S1 S2 c: 
64 40 141 198 236 209 267 280 281 300 311 329 .. 

>-l 
65 30 84 101 104 96 101 100 102 96 109 112 ld 
66 15 19 21 21 20 24 24 24 26 27 29 ~ 

61 32 8S 103 111 101 112 108 118 12S 126 132 > 
68 48 628 748 656 761 132 835 823 794 862 882 t'" 
69 24 19 26 21 21 31 32 33 34 35 36 "d 
70 45 521 596 610 566 618 580 614 624 642 674 ld 
71 23 106 124 135 141 1S8 157 162 163 113 175 0 
72 12 10 11 15 17 20 20 22 24 25 27 "'l 
13 11 30 38 42 42 49 48 50 55 56 57 ~ 

74 43 112 139 1S1 153 119 187 183 204 217 243 >-l .. 



Major Numb~r of > 
IIroup torporatio1ls 1919 1920 1921 1922 1921 19U 1925 1926 1927 1928 '" 1 Fooels 21S I8S9 2169 21S9 2127 2401 2422 2487 2610 2633 2761 '" 2 Textiles 289 772 9S7 945 978 112S 1100 IIS8 II2S 1221 1204 to! 

3 Leather S4 154 204 194 198 220 228 228 222 243 2S2 Z 
4 Rubber 26 489 589 607 S38 S46 560 607 629 660 S83 I:l -5 Lumber 190 297 360 389 394 4S4 472 502 503 512 522 (') 
6 Paper 111 270 522 364 347 406 408 468 486 526 591 to! 
7 Printing and publi.hing 100 164 195 225 225 273 316 347 347 436 4S7 en 
8 Chemicals 210 2447 3004 3794 4293 4S78 4689 5003 5813 620S 6737 
9 Stone, clay and gla .. 114 320 369 412 415 50S 536 586 629 661 697 

10 Metals 648 6461 7801 7893 7690 8886 9030 9306 9408 10145 10619 
11 Special manufacturing 

industries 89 258 312 349 353 406 412 417 446 471 502 

All manufacturing 2046 13491 16282 17331 17558 19800 20173 21109 22218 23713 2492S 



[628] INDUSTRIAL PROFITS 

APPENDIX TABLE 6 (continued) 

(D) BONDED DEBT, 1924-28, 2,046 MANUFACTURING CORPOIlAnOHS 

(in millions 0/ dollars) 
Minor NrJ11Jb~r 0/ 
9 rouP corporations 19U 1925 1926 1927 1928 

1 17 11.16 10.48 7.06 6.46 6.62 
2 32 .06 1.50 1.4ll 1.30 
3 21 3.67 4.06 3.52 3.32 3.21 
4 19 3.16 2.93 3.05 6.04 6.04 
5 26 5.22 12.63 4.09 5.85 9.58 
6 16 .69 .64 .71 .68 .65 
7 23 253.88 313.96 223.63 273.n 258.88 
8 
9 11 .08 .43 .4ll .42 .42 

10 23 59.81 ~1.66 37.57 71.79 70.58 
11-8 27 39.99 46.19 49.23 52.44 54.27 
12 12 .02 
13 18 2.46 2.27 .10 2.16 2.22 
14 49 .03 4.07 25.63 23.95 4.48 
15 31 2.65 2.57 2.53 2.55 3.59 
16 17 6.20 .69 4.53 7.68 13.15 
17 18 .31 .38 .37 .33 .33 
18 25 2.53 2.57 1.86 1.28 1.22 
19 42 2.11 8.22 7.31 7.14 7.13 
20 23 1.20 1.18 1.07 1.22 1.20 
21 54 8.62 7.52 5.96 4.89 6.09 
22 25 2.22 2.27 2.61 2.89 1.92 
23 29 5.64 5.25 2.25 4.62 7.93 
24 26 149.79 180.12 224.07 231.85 223.69 
25 64 14.18 15.47 3.26 16.96 17.12 
26 26 .20 .04 .49 .46 .33 
27 17 .01 2.82 1.53 .78 1.03 
28 55 .82 .69 3.77 7.55 7.75 
29 28 6.78 9.41 7.82 5.74 12.02 
30 35 33.12 70.70 105.38 114.48 60.11 
31 33 1.71 1.49 .07 1.14 1.00 
32 20 10.84 10.56 11.41 7.04 6.66 
33 23 7.75 10.49 8.19 10.35 7.24 
34 20 3J.46 48.04 59.47 97.45 102.63 
35 17 .36 1.09 1.07 1.01 
36 46 3.19 4.04 4.01 12.35 8.99 
37 17 .11 .19 .29 
38 9 .05 .09 .08 .07 .05 
39 42 4.30 US 1.09 .85 1.02 
40 52 223.43 236.06 377.52 453.80 460.75 
41 56 7.04 7.83 5.07 6.22 4.38 
42 9 .02 



APPENDICES [629] 

ApPENDIX T ABLB 6 (continutd) 

Mi"o,. Numbtr of 
grou, corportllio"s 192# 1925 1926 1927 1928 

43 16 .70 .75 .55 .55 .11 
44 26 39.03 7.79 17.11 15.23 28.66 
45 48 2.49 1.75 3.28 7.11 5.88 
46 18 3.93 2.20 1.37 2.00 1.20 
47 21 10.29 8.77 8.85 10.99 29.29 
·48 27 .61 .53 .40 .47 5.03 
49 99 951.59 928.03 931.30 898.06 914.11 
SO 20 5.02 5.46 6.33 2.67 8.90 
51 20 .43 .39 .33 .42 1.19 
52 42 5.67 • 4.98 3.90 16.30 15.33 
53 54 55.98 41.47 42.52 52.49 52.53 
54 18 5.56 1.56 6.06 6.07 
55 12 6.18 6.08 6.03 6.31 11.68 
56 22 .11 .08 .08 3.95 5.07 
57 11 .53 .44 .48 1.01 .75 
58 12 2.29 .26 1.87 
59 23 5.08 3.88 3.20 2.75 2.36 
60 13 1.29 ·1.24 1.11 .94 .93 
61 25 21.67 37.24 34.36 23.95 22.63 
62 32 34.93 39.14 31.09 36.22 34.45 
63 II .17 .11 .01 .10 .13 
64 40 5.97 16.47 15.55 17.06 15.14 
65 30 2.17 1.88 1.04 3.87 3.53 
66 IS 
67 32 1.36 1.32 3.89 10.56 14.53 
68 48 79.65 66.08 68.07 70.32 94.42 
69 24 .37 .52 .21 .51 .60 
70 45 37.65 40.63 29.34 36.98 40.99 
71 23 .56 .25 .10 .04 3.76 
72 12 .07 1.32 1.32 
73 II 2.10 2.19 .26 2.48 2.18 
74 43 8.47 7.38 3.10 .02 2.45 

Major Numbrr of 
,,.ou~ corporation, 192# 1925 1926 1927 1928 

1 Foods 215 377.72 452.98 330.76 421.79 411.55 
2 Teztilel 289 26.33 29.47 49.36 51.20 39.41 
! Leather 54 7.86 7.52 4.86 7.51 9.85 
4 Rubber 26 149.79 180.12 224.07 231.85 223.69 
5 Lumber 190 21.99 28.43 16.87 31.49 38.25 
6 Paper III 53.42 93.24 125.05 113.01 75.01 



[630] INDUSTRIAL PROFITS 

ApPBNDIX TABLE 6 (continued) 

Maior NumluT of 
flr,Qul corporations 1921- 1925 1926 1927 1928 

7 Printing aod 
publishing 100 3S.01 53.21 64.55 111.00 111.91 

8 Chemicals 210 274.57 256.27 401.44 476.72 494.99 
5' Stone, clay and 

glals 114 17.32 13.25 13.90 20.57 41.40 
10 Metal. 648 1218.13 1201.28 1182.29 1190.53 1245.34 
11 Special maDufactur~ 

iog industries 89 11.13. 9.82 3.53 3.86 9.71 

All manufacturing 2046 2193.27 2325.66 2416.68 2679.53 2701.11 



APPENDIX TABLE 6 (continued) > 
"CI 

(0) FEDERAL INCOME TAX, 1919-28 (INCLUDING EXCESS PROFITS TAX, 1919-21), 2,046 MANUFACTURING CORPORATIONS "CI 

(in millions of dollars) l'l 
Z 

Minor Numb~r 0/ \:I 
group lor/Jorations 1919 1920 1921 1922 1921 1924 1925 1926 1927 1928 -n 

1 17 4.09 3.93 l.80 3.34 3.l2 4.09 4.26 l.32 l.77 4.89 l'l 
2 32 3.St .39 .93 .92 .72 1.31 .84 .82 1.09 .8l en 
3 21 9.78 2.51 2.49 1.55 1.82 2.18 2.28 2.42 2.27 1.88 
4 19 2.40 .59 2.38 1.63 1.44 1.86 1.55 2.24 2.05 1.80 
5 26 3.11 1.44 1.57 1.70 1.92 1.56 2.22 2.42 2.39 2.29 
6 16 3.71 1.24 1.18 1.91 1.55 1.87 1.60 1.60 1.35 1.66 
7 23 2.59 .80 1.71 2.68 2.88 3.37 2.36 5.01 2.06 3.09 
8 
9 11 .36 .58 .44 .23 .23 .25 .35 .32 .33 .38 

10 23 11.05 10.22 15.64 9.75 10.02 9.98 11.82 13.15 14.00 12.46 
11-8 27 14.42 6.10 1.75 2.91 3.88 4.54 3.76 4.94 4.05 5.16 
12 12 .73 .84 .10 .13 .IS .07 .IS .13 .13 .11 
13 18 2.61 .35 1.09 .91 .84 .35 .59 .35 .66 .49 
14 49 17.96 8.10 3.52 3.14 3.37 1.09 1.39 1.41 3.06 1.41 
IS 31 8.34 1.35 4.39 3.57 2.96 1.33 1.02 .95 .92 .56 
16 17 7.86 .81 1.71 1.11 1.41 .77 1.72 1.09 .86 .63 
17 18 3.46 4.23 2.48 2.52 2.48 1.20 1.18 .92 1.08 .64 
18 25 6.99 3.89 1.73 1.55 2.12 1.45 1.85 1.83 2.16 1.66 
19 42 5.60 1.59 2.89 2.03 1.45 1.19 1.97 2.12 1.68 1.39 
20 23 2.58 .97 .63 .65 .73 .58 .77. .87 .98 .76 
21 54 11.98 4.25 3.70 2.97 3.60 2.39 2.69 2.20 2.22 1.96 
22 25 7.51 4.14 1.93 2.58 2.52 2.76 2.79 2.83 3.63 3.00 
23 29 8.58 .65 .53 1.06 .71 .74 .90 .91 U5 .74 

.-. 
'" 24 26 22.25 1.82 '.53 1.13 1.11 3.78 12.00 2.61 5.82 2.70 w 

25 64 5.20 8.79 .75 2.54 4.33 2.43 2.57 2.59 1.83 1.82 -...... 



ApPENDIX T ABLD 6 (conlinutd) ....., 
'" Minor Numb~r of w 
N' 

9TO U, .corporaliont 1919 1920 1921 1922 1921 192# 1925 1926 1927 1928 L....I 

26 26 .94 1.85 .30 .62 .68 .58 .57 .41 .32 .25 
27 17 1.09 1.03 .14 .49 •. 67 .38 .36 .33 .38 .37 
28 55 3.46 3.20 1.05 1.26 1.41 1.19 1.45 1.44 1.10 .89 
29 28 2.79 2.25 1.78 1.89 2.01 2.76 2.88 2.72 1.35 1.75 
30 3S 3.55 13.49 1.60 2.13 2.47 2.45 2.49 2.49 2.33 1.90 
31 33 1.73 4.01 .28 .43 .64 .55 .71 .72 1.01 .75 
32 20 1.40 2.98 .48 .42 .55 .49 .59 .63 .71 .66 
3S 23 3.32 5.05 .54 .85 .94 1.07 1.13 1.13 .82 1.06 
34 20 6.10 8.36 5.84 4.67 4.38 4.14 4.32 5.45 6.19 6.73 
3S 17 .83 .85 .76 .77 .83 .92 .91 .87 .76 -73 
36 46 2.79 5.08 2.29 1.51 1.57 1.66 1.69 1.83 1.63 1.67 
37 17 .52 1.22 .63 .27 .22 .21 .26 .27 .25 .23 
38 9 2.44 2.15 .88 1.31 1.14 1.05 1.41 1.42 1.59 1.80 
39 42 4.82 2.95 .85 1.79 2.05 1.79 2.16 2.25 2.01 1.90 -40 52 63.42 83.14 6.37 21.22 14.35 27.26 40.07 46.13 18.30 40.88 Z 
41 56 8.84 5.85 4.04 3.49 4.10 4.35 5.16 5.81 6.34 5.93 t:l 
42 9 .46 .29 .52 .35 .34 .41 .40 .44 .47 .47 c: 
43 16 2.16 1.41 2.58 2.29 2.21 2.69 3.01 3.87 3.65 3.32 en 

oj 
44 26 7.92 4.52 2.64 4.11 5.09 5.36 7.03 9.62 9.21 9.07 :00 
45 48 2.02 3.27 1.29 1.54 2.41 1.94 2.19 2.39 1.98 1.58 -46 18 4.79 7.24- 1.34 1.76 3.40 2.35 2.38 2.17 1.54 1.86 > 
47 21 1.04 1.29 1.20 2.04 3.57 3.33 3.90 4.03 3.43 3.11 to< 
48 27 3.46 3.22 .98 1.26 2.45 2.49 .3.45 3.82 3.52 3.78 .., 
49 99 52.95 59.19 1.35 5.47 26.71 18.97 24.81 31.94 21.25 26.80 :00 
50 20 1.86 1.02 .32 .36 .41 .39 .59 .70 .52 .70 0 
51 20 2.33 2.14 .25 .66 1.44 .95 1.Q7 1.17 .92 1.24- '" 52 42 6.52 2.91 1.16 2.05 3.59 3.10 3.08 3.29 2.20 2.33 -oj 
53 54 125.21 12.49 5.25 8.97 13.30 13.84 15.37 18.16 14.Q7 15.60 en 



54 18 3.1I 2.S2 3.32 1.69 1.1I 1.07 1.S2 1.S7 1.74 1.45 > 
SS 12 1.72 1.06 .62 .63 .70 .SS .62 .69 .70 • 74 .. 
S6 22 3.82 4.43 1.36 1.13 2.07 2.14 2.34 2.S0 2.26 2.49 .. 
S7 11 1.01 .69 .26 .20 .36 .42 .41 .50 .50 .50 l'1 

58 12 5.61 S.02 .sa 1.34 1.89 .7S 1.48 2.43 1.80 1.64 Z 
S9 23 4.84 2.9S 1.41 1.69 US 1.86 2.31 2.76 2.S6 2.76 t:l -60 11 3.S2 2.46 .89 .80 1.19 1.26 1.97 2.02 2.S8 2.40 n 
61 2S IS.30 7.76 2.70 ,.04 7.92 4.37 2.68 4.80 3.40 1.81 l'1 
62 32 90.24 43.81 40.90 2S.61 32.01 29.8S 4S.30 49.29 44.86 4S.13 '" 
63 11 .64 .S8 .19 .41 .67 .S6 .62 .76 .77 1.18 

64 40 11.61 10.88 1.2S 3.74 6.43 5.08 S.66 S.30 4.02 4.22 

6S 30 7.09 +,91 .23 .93 1.13 .91 1.46 1.82 1.31 1.88 

66 IS .84 1.11 .04 .32 .S6 .29 .49 .S6 .48 .62 

67 32 S.SO 2.30 .33 .82 I.SO 1.41 2.09 2.37 1.85 2.03 

68 48 13.93 1.00 2.98 7.1S 8.78 9.76 14.1S 12.39 10.38 13.98 

69 24 2.16 .90 .32 .27 .47 .39 .37 .46 .S4 .SO 

70 4S 28.09 8.81 2.77 2.11 3.39 S.14 9.96 12.03 11.33 12.72 

71 23 9.67 5.98 3.27 3.33 3.S1 3.24 3.83 4.11 4.06 3.61 

72 12 .6S .66 .27 .27 .38 .38 .43 .44 .49 ,sl 
73 11 .99 1.07 .27 .. S2 .79 .69 .8S .82 .SS .40 

74 43 7.60 6.30 4.00 3.17 3.84 2.68 2.46 3.41 3.1S 3.50 

Major Number of 
group cor/Jorationl 1919 1920 1921 1922 1921 1921 1925 1926 1927 1928 -1 Foods 21S SS.02 21.80 33.89 26.62 21.98 31.01 31.04 38.24 3S.36 34.46 

2 Textile. 289 68.11 26.38 22.24 18.58 19.11 10.42 13.33 11.87 13.7S 9.61 

S Leather S4 16.09 4.79 2.46 3.64 3.23 3.S0 3.69 3.74 4.98 3.74 

4 Rubber 26 22.2S 1.82 .S3 1.13 1.11 3.78 12.00 2.61 S.82 2.70 

5 Lumber 190 13.48 17.12 4.02 6.80 9.10 7.34 7.81 7.49 4.98 5.08 ,...., 
6 Paper 111 10.00 25.53 2.90 3.83 4.60 4.56 4.92 4.97 4.87 4.31 0\ 

7 Printing and '" '" publilbiog 100 10.24 IS.Sl 9.52 7.22 1.00 6.93 7.18 8.42 8.83 9.36 ~ 



ApPENDIX TABLE 6 (continued) ,....., 
'" Major NumblT of 
w 
.j>.. 

group corporationJ 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ~ 

8 Chemical. 210 90.06 100.31 17.88 34.56 29.28 42.91 59.24 69.54 41.57 63.37 
9 Stone, clay and 

glal' 114 11.31 15.02 4.81 6.60 11.83 10.11 11.92 12.41 ·10.47 10.33 
10 Metal. 648 388.10 185.00 68.28 69.39 
11 Special manufac-

117.98 103.06 !J8.35 157.51 130.04 142.78 

turing industries 89 18.91 14.01 7.81 7.29 8.52 6.99 7.57 8.78 8.85 8.02 

All manufacturing 2046 703.57 433.29 174.34 185.66 239.74 230.61 297.07 325.58 269.52 293.82 

(F) 'ALES, 1919-28, 664 TR.ADING CORPORAnONI 

(in millions of dol/ars) 
Minor Numbl' of 
group corporations 1919 1920 1921 1922 1921 192# 1925 1926· 1927 1928 

75 15 48 57 50 63 83 86 113 114 110 i07 ~ 

76 17 49 54 48 51 57 58 ·61. 60 59 58 Z 
77 93 880 1037 946 931 1062 1056 1123 1179 1188 1190 t:l 

78 27 lOS 119 106 111 117 118 127 131 1S4 141 ~ 
en 

79 12 IS 20 19 14 26 28 25 30 30 30 ..; 
80 14 332 438 387 490 592 648 790 1022 1253 1530 :00 
81 11 14 13 9 10 11 11 12 13 13 14 ~ 

82 27 27 38 24 27 33 31 32 34 34 3~ > 
83 15 23 29 18 18 20 19 21 21 21 21 t""' 

84 52 725 808 688 747 855 962 1091 1185 1273 1438 '" 85 :00 
86 25 64 78 64 63 71 71 75 79 80 75 0 
87 29 120 140 97 108 121 108 \11 108 106 102 "l 

88 59 377 413 288 289 326 334 340 339 330 334 
~ 

..; 
89 43 185 21S 143 158 189 179 184 182 179 176 en 



90 21 84 III 121 122 142 125 141 120 129 112 > 
91 13 12 42 25 17 50 46 46 45 41 41 ... 
92 18 140 202 141 1+8 160 156 157 147 152 lSI ... 
93-85 82 566 582 435 435 538 517 531 560 54S 529 M 

94 Z 
95 0 -96 10 39 50 42 42 60 52 46 52 +4 39 ('"J 

97 16 55 40 27 30 36 36 17 38 17 16 M 
98 11 11 20 14 17 20 16 16 16 16 15 '" 99-95 52 250 312 240 232 259 227 225 218 216 214 

Maior Number of 
group lorporationl 1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 

12 Retail trade 283 2218 2613 2295 2462 2856 3017 3195 1789 4135 4562 
13 Wholesale trade 292 1568 1783 1316 1360 1597 1536 1587 1S80 1562 1S20 
14 Retail and whoieaale trade 89 335 422 323 321 375 331 324 324 313 304 

An trade 664 4121 4818 3934 4143 4828 4884 5~06 5693 6010 6386 

(G) TOTAL NET INCOME, 1919-28, 664 TRADING CORPORATION. 

(in millions of dollars) 

Minor Numb~r of 
group lorporations 1919 1920 1921 1922 192i 19U 1925 1926 1927 1928 

75 15 1.6 2.8 .9 2.6 3.8 3.7 5.5 4.3 3.4 3.6 
76 17 6.3 2.0 1.8 1.9 4.4 4.2 U 3.6 4.0 4.1 
77 91 94.1 +4.6 47.6 67.7 i80l 62.1 66.1 66.4 64.5 54.9 
78 27 11.1 7.2 5.6 7.9 7.7 6.3 7.7 7.9 8.0 8.4 

...., 
'" 79 12 1.1 2.1 1.2 2.2 2.4 2.1 1.4 1.1 1.7 1.8 t.> 

80 14 11.6 8.6 IU 19.9 21.4 27.9 28.9 35.2 39.5 47.7 '" ...... 



ApPBNDlX TABLB 6 (continued) ,....., 
'" Minor lVumbtr 0/ <..> , 

'" gr.up corporationl 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 '-' 

81 11 2.8 1.2 .4 .9 .9 .1 1.1 1.6 1.3 1.9 
82 27 1.5 3.6 1.2 2.3 2.7 2.4 2.6 2.5 2.1 2.3 
83 IS 2.4 3.3 .6 1.6 1.3 1.4 1.7 1.5 1.7 1.9 
84 52 58.5 17.2 5.8 61.3 
85 

65.5 76.8 99.0 98.4 109.0 114.3 

86 25 2.9 3.9 1.7 2.3 3.2 3.0 3.1 3.0 2.8 3.2 
87 29 12.2 2.2 2.2 4.6 5.4 3.2 4.0 3.0 4.0 3.7 
88 59 14.6 3.1 2.1 9.3 9.5 9.1 8.1 6.8 7.0 6.7 
89 43 14.0 13.6 1.2' 1.1 11.5 6.2 8.0 7.1 7.1 8.0 
90 23 6.0 3.4 2.1 4.9 5.5 4.6 2.9 3.0 4.5 5.3 
91 13 "1.6 2.6 .5 2.0 1.1 1.4 1.3 1.3 .9 .8 
92 18 4.9 9.2 .1' 3.4 4.8 U 4.0 3.2 3.2 4.1 
93-85 82 32.8 24.7 3.5 17.6 29.4 2M 20.2 23.3 11.6 16.8 

~ 94 
Z 95 
t:l 96 10 1.2 I.B .9 1.9 3.0 2.7 2.7 3.3 2.4 2.4 c: 97 16 2.B 2.6 .3 1.3 1.8 1.3 I.B 1.7 1.4 '1.4 en 

98 11 .4 I.B .6 1.4 1.7 1.2 .9 .8 .8 .6 >-l 
99-95 S2 19.6 17.3 12.1 16.7 19.4 1S.9 14.0 16.0 14.0 12.8 lid 

~ 

Majo, Numb" .f > 
,roul lorporaliolll 1919 1920 1921 1922 1921 19U 1925 1926 1927 1928 t"' 

12 Retail trade 283 193.2 '92.8 81.0 170.3 190.6 187.6 218.9 222.7 23S.2 241.1 
"d 
lid 13 Whole .. le trade 292 89.0 63.3 11.4 SI.2 71.0 SI.7 51.6 SO.7 47.1 48.6 0 14 Retail and wbole-
"l .. letr.de 89 24.0 23.5 14.S 21.3 25.9 21.1 19.4 21.8 18.6 17.2 ~ 

All trade 664 306.2 179.6 106.9 242.8 287.5 26M 289.9 295.2 300.9 306.9 
>-l 
en 



(H) CAPITALlZAnON, 1919-28, 664 TRADING CORPORATIONS > ... 
(in milliom 0/ dol/ars) ... 

MinoT Numb,,. 0/ 1'1 
grou, tor,orationl 1919 1920 1921 1922 1921 1921 1925 1926 1927 1928 Z 

c 
75 15 4.4 8.2 8.1 8.9 13.9 14.6 16.5 18.6 19.4 19.8 -(") 
76 17 13.3 19.3 19.8 20.0 26.3 10.1 33.6 32.9 35.1 34.2 1'1 
77 93 277.4 37\.1 378.1 389.4 471.6 491.8 522.2 546.3 55M 581.7 en 
78 27 29.2 45.5 47.7 49.1 57.9 56.7 59.7 62.1 65.7 70.4 
79 12 8.4 10.0 11.7 11.5 14.6 14.6 17.7 17.4 19.0 18.4 
80 14 39.2 51.4 60.9 72.8 105.8 118.6 117.3 162.3 119.5 22l.S 
81 II 6.4 9.4 8.6 9.0 10.1 10.6 10.9 11.3 11.6 12.6 
82 27 11.1 15.6 17.6 16.9 19.8 22.4 22.4 25.0 25.6 27.1 
83 15 9.0 11.1 14.4 13.5 14.1 14.5 14.9 14.8 15.9 18.0 
84 52 359.7 429.9 408.7 411.0 440.6 410.0 520.9 561.0 629.6 751.8 
85 
86 25 16.1 19.8 22.3 22.6 24.1 25.4 27.0 21.2 28.2 10.8 
87 29 12.8 40.5 36.1 19.5 41.0 41.2 44.0 42.9 41.8 44.0 
88 59 67.4 79.1 81.6 80.6 86.5 84.2 86.7 88.2 89.8 91.0 
89 43 66.4 81.1 80.6 17.2 89.2 91.0 92.9 92.0 92.5 91.2 
90 23 24.1 27.8 29.1 30.0 40.7 41.6 44.7 44.4 46.5 49.5 
91 11 5.7 18.1 19.7 18.1 20.1 20.8 2D.9 19.5 18.6 17.6 
92 18 27.0 32.4 37.0 1M 36.2 15.9 18.1 38.\ 38.2 40.3 
93-85 82 147.9 159.2 171.8 155.1 176.8 177.1 181.0 181.1 190.1 193.5 
94 
95 
96 10 10.3 11.0 12.9 12.7 16.9 18.3 19.7 21.3 22.4 22.3 
97 \6 12.4 14.8 15.3 14.9 !l.8 16.2 17.5 17.8 18.3 18.5 
98 II 6.0 7.1 8.2 8.1 9.7 10.s 10.9 1\.2 11.7 11.8 

,...., 
'" 99-95 52 92.4 105.7 118.4 113.3 131.5 13D.9 11M 119.1 137.8 132.5 .... .., 
'-' 



,ApPBNDIX T ABLB 6 (continued) ,...., 
.", 

Major Numb" of w. 
00 

group corpofat;01l1 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 '-' 

12 Retail trade 283 758.3 976.1 975.6 1022.1 1174.9 1244.1 1356.1 1451.7 1S52.1 1757.5 
11 Wholesale trade 292 387.4 458.2 478.6 457.6 516.8 519.2 535.3 533.6 547.7 559.9 
14 Retail aod whole-

sale trade 89 121.1 138.6 154.8 149.0 173.9 175.9 183.5 189.6 190.2 185.1 

All trade 664 1266.8 1S72.9 1609.0 1628.7 1865.6 1939.2 2074.9 2174.9 2290.0 2502.5 



APPENDICES [639] 

ApPENDIX TABLE 6 (continued) 

(I) BONDED DEBT, 1924-28. 664 TRADING CORPORATIONS 

(in millions of dollars) 
Minor Number of 
group corporaJiotu 1921 1925 1926 1927 1928 

75 15 .87 3.96 3.81 3.37 4.77 
76 17 .05 
77 93 54.98 77.64 61.17 97.03 105.83 
78 27 15.93 16.27 17.06 12.87 16.96 
79 12 .04 .04 .34 .67 
80 14 .08 .19 .23 2.67 3.57 
81 11 1.12 1.02 1.29 1.17 1.13 
82 27 .16 .IS .14 .23 .44 
83 15 .01 
84 52 16.05 19.80 24.23 26.57 37.54 
85 
86 25 .47 .45 .42 .43 .50 
87 29 .31 .30 .26 .25 .33 
88 59 .55 .88 .36 .81 .83 
89 43 4.19 4.22 4.31 3.54 3.35 
90 23 3.84 4.99 4.65 4.38 4.28 
91 13 .05 .60 .05 .44 .43 
92 18 2.34 .90 1.45 !.S4 1.44 
93-85 82 2.05 2.17 3.51 4.02 10.89 
94 
95 
96 10 .20 .08 .10 .10 .14 
97 16 .08 .07 .07 .07 
98 11 .11 .09 .12 .12 .25 
99-95 52 8.79 9.55 8.54 7.99 6.07 

Major Numlur of 
group corporation, 1924 1925 1926 1927 1928 

12 Retail trade 283 89.23 119.12 108.27 143.91 170.92 
11 Wholenle trade 292 13.80 14.51 15.01 1S.41 22.05 
14 Retail and whole-

sale trade 89 9.18 9.72 8.83 8.28 6.53 

All trade 664 112.21 143.35 132.11 167.60 199.50 



ApPBNDlX TABLB 6 (continued) ,....., 
0-

(1) PEDERAL INCOME TAX, 1919-28 (INCLUDING EXCBSS PROFITS TAX, 1919-21), 664 TRADING CORPORATIONS "'" o· 
(in millions 0' dollars) ~ 

Minor Numb~r 0/ 
9 roUP corporationl 1919 1920 1921 1922 1921 1921 1925 . 1926 1927 1928 

75 15 1.38 .91 .21 .34 .46 .45 .71 .56 .46 .42 
76 17 2.23 .36 .31 .47 .53 .n .62 .46 .52 .49 
77 93 28.55 9.32 8.23 8.27 9.18 7.57 8.40 8.69 8.43 6.71 78 27 3.57 1.57 1.01 .96 .94 .79 .99 1.05 1.06 1.00 79 12 .56 .62 .21 .24 .29 .26 .18 .17 .23' .22 
80 14 3.67 1.17 4.30 2.43 2.88 3.44 3.71 4.71 5.20 5.65 81 II .89 .24 .06 .11 .11 .10 .IS .21 .18 .23 
82 27 1.02 .96 .19 .28 .33 .29 .33 .32 .27 .26 8S IS .98 .64 .11 .18 .16 .17 .22 .20 .22 .22 84 SZ 12.72 5.86 6.26 5.53 6.57 9.lS 12.68 12.95 14.lJ 12.02 85 

~ 

86 25 .79 .90 .28 .27 .38 .37 .40 .40 .38 .39 Z 
87 29 3.60 .46 .34 .52 .66 .39 .52 .39 .50 .43 '" 88 59 3.63 .94 .73 .96 1.04 1.12 1.02 .89 .90 .77 c: 

en 89 43 4.13 2.89 .42 .74 1.10 .71 .99 .93 .93 .93 >-l 90 23 1.98 .79 .63 .54 .62 .55 .33 .35 .57 .59 '" 91 13 .52 .80 .16 .20 .20 .17 .16 .16 .11 .09 ~ 

92 18 1.43 2.66 .18 .31 .43 .39 .45 .36 .33 .42 > 93-85 82 9.88 6.77 2.1S 1.89 3.21 2.42 2.50 2.96 2.25 1.92 t" 
94 
95 ... 

'" 96 10 .30 .81 .IS .24 .36 .33 .34 .41 .SO .27 0 97 16 .82 .61 .09 .13 .17 .16 .23 .22 .20 .16 'oj 
98 II .29 .50 .10 .16 .21 .IS .11 .10 .11 .07 ~ 

>-l 911-95 52 6.22 3.91 2.12 1.78 2.11 1.57 1.58 1.59 1.47 1.15 en 



Maior Number of > 
,roup corporal;o,u 1919 1920 1921 1922 1921 1921 1925 1926 1927 1928 ." 

." 
12 Retail trade 283 SS.S1 22.2S 20.89 18.81 21.4S 21.11 21.99 29.12 11.10 21.22 M 
11 Wboleaale trade 292 25.96 16.21 4.89 5.41 1.64 6.12 6.11 6.44 5.91 5.54 Z 
14 Retail and wbole~ t:l 

lale trade 89 1.61 5.81 2.46 2.11 2.8S 2.21 2.26 2.12 2.08 US -n 
All trade 664 89.16 44.29 28.24 26.55 11.94 11.46 56.62 18.08 19.15 lUI M 

'" 

(I:) lALli, 88 MINING CORPORA-TrONI, 1919-28 

(in millions 0' dollars) 
Minor Numb" of 
Iroup corp~rQti01Jl 1919 1920 1921 1922 1921 1921 1925 1926 1927 1928 

100 II 91 116 104 19 108 82 8l 106 91 8l 
lOll 11' 2 5 4 4 5 6 1 10 11 11 
102 9 16 21 11 18 22 22 25 29 14 14 
101 9 7 10 9 10 14 11 IS 18 17 19 
104 15 252 303 149 307 398 390 461 508 451 566 
105 11 69 . 89 81 70 9! 89 • 18 88 82 19 

All mining 88 415 561 162 484 615 596 666 149 687 181 



ApPENDIX TABLE 6 (continued) .--, 
0\ 
.j>-

(Ll TOTAL NET INCOME, 88 MINING CORPORATIONS, 1919-28 N' 
L-J 

(in millions of dollars) 
Minor Numbl" of 
group corporation .. 1919 1920 1921 1922 1921 19U 1925 1926 1927 1928 

100 33 13.5 34.6 15.1 14.2 16.1 6.1 9.7 14.2 10.5 8.7 
101 II 4.1 9.1 1.1 1.0' 1.9' 1.8 2.6 4.5 3.6 1.1 
102 9 2.9 3.6 1.7 3.4 4.5 4.4 5.8 6.3 1.4 5.4 
103 9 1.4 2.0 1.1 3.1 3.3 3.2 4.9 5.1 5.6 5.0 
104 IS 10,3 l2.S 22.6' 5.8 30.7 26.9 51.9 53.1 41.2 94.4 
lOS II 15.01 17.9 15.6 13.0 21.2 14.6 U.3 18.1 12.8 U.2 

All mining 88 47.3 80.3 12.6 38.5 74.5 57.6 86.2 101.9 81.1 132.4 

I Net 1011. 

~ 

(M) CAPITALIZATION, 88 MIRING CORPORATION.II, 1919-28 Z 
(in millions of dollars) tl 

Minor Numbtr of c:: 
'" group corporation, 1919 1920 1921 1922 1923 19U 1925 1926 1927 1928 .., 

100 33 128 147 167 176 185 186 186 185 195 195 
l>" 
~ 

101 11 82 89 104 91 104 142 1Z9 115 120 133 ;.-
102 9 22 28 29 31 34 36 40 44 47 SO t"' 
103 9 15 20 21 22 25 27 29 31 31 40 "d 
104 15 717 949 976 956 1003 1083 1105 1081 1070 1112 l>" 
105 II 90 106 120 74 102 103 104 124 127 142 0 

All mining 88 1054 1339 1417 U50 1453 1577 1593 1580 1190 1672 
'oj 
~ .., 
'" 



APPENDICES [643] 

ApPENDIX TABLE 6 (continued) 

(N) BONDED DEBT, 1924-28 (in million" of dollars); AND DEPLETION,' 1924, 
1926, 1928 (i" dollars). 88 iUNING CORPORATIONS 

B •• ded deb, 
Minor Number 0/ 
group corporation, 19U 1925 1926 1927 1928 

100 33 29.1 25.4 11.3 10.J 22.7 
101 11 1.2 8.8 7.7 6.5 9.2 
102 9 2.8 2.3 4.9 7.5 9.9 
103 9 .9 .6 .5 1.2 4.2 
104 15 2lS.9 233.7 255.0 254.8 203.1 
105 11 40.9 35.0 28.5 32.1 27.9 

All mining 88 290.8 305.8 307.9 312.4 277.0 

Depl"i •• 

Minor Number of 
grou, corporation, 19U 1926 1928 

100 33 1756540 1321427 910419 
101' 11' 1636121 1714201 1099695 
102 '9 2491S4 275771 294922 
103 9 458585 181139 317959 
104 15 33020075 37289664 45632181 
105 11 3030608 1946750 2051S35 



ApPENDIX TABLE 6 (continued) ,....., 
'" (0) FEDERAL INCOMB TAX (INCLUDING UCE. PROFITS TAX, 1919-21), 88 MINING CORPORATIONS, 1919-28 
oj>. 
oj>. 

(in millions of dollars) '-', 

Minor Number of 
group corporation, 1919 1920 1921 1922 1921 19U 1925 1926 1927 1928 

100 33 2.20 9.37 2.33 1.60 1.96 .BB 1.21 1.73 1.4B 1.02 
101 11 .60 1.99 .16 .07 .03 .11 .17 .49 .4B .66 
102 9 .41 .72 .22 .41 .55 .54 .74 .B4 .99 .64 
103 9 .22 .36 .27 .38 .40 .39 .63 .74 .73 .58 
104 IS 1.39 2.24 .08 1.09 2.22 3.29 5.41 6.02 4.86 8.77 
105 11 2.59 3.29 2.S0 1.42 2.22 1.66 1.31 2.12 1.66 1.07 

All mining 88 7.41 .17.97 5.S6 4.97 7.38 6.87 9.47 11.94 10.20 12.74 

-(p) TOTAL CROSI INCOMB, 1919-28, 346 FINANCIAL CORPORATlON9 Z 
(in millions of dollars) 0 

Minor Numb" 01 q 

'" ,roup corporatio,u 1919 1920 1921 1922 1923 192~ 1925 1926 1927 1928 >oj 

106 18 12.5 18.0 20.1 23.0 26.6 29.0 32.1 34.0 3S.5 35.1 1lO -107 30 33.6 49.2 51.5 48.8 53.9 60.2 63.8 78.9 100.9 109.8 > 
108 lOS 215.3 268.6 258.4 21.,S 217.0 222.8 249.0 277.8 302.7 337.0 t"' 
109 S6 87.6 107.6 112.5 94.7 94.2 102.4 110.4 123.2 134.4 149.5 

'd 110 1lO 
111-110 137 230.7 280.7 261.2 282.9 110.7 334.S 386.6 407.4 401.4 429.3 0 

All finance 346 S79.7 724.1 703.7 660.9 702.4 748.9 841.9 921.3 974.9 1060.7 
.., ->oj 

'" 



(Q) TOTAL NBT (HCOId •• 1919-28, 346 FINANCIAL CORPORATIONS > 
(in million. 0/ dolla,,) ... ... 

Mi"or Numbtr 0/ t<l 
group torporations 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 Z 

106 18 3.7 4.9 4.6 7.4 7.1 6.9 8.6 9.0 7.4 9.0 
C -107 30 11.8 11.1 11.9 15.0 17.5 1S.8 16.6 1S.6 29.5 30.9 (") 

108 lOS 86.0 99.7 62.0 78.6 74.6 67.7 72.0 85.1 86.6 101.3 t<l 

109 56 2l.l 3o.s 18.7 24.3 20.S 27.S 32.1 31.4 40.0 46.3 
en 

110 
111.-110 117 57.8 52.6 42.9 75.2 66.6 74.9 91.7 92.4 98.5 116.1 

All finlnce 346 182.6 200.8 140.1 200.5 186.3 192.8 221.0 233.5 262.0 303.6 

~ 
C"l (0) CAPITALIZATION, 1919-28, 546 FI~ANCIAL CORPORATIONS 
C 

p.. ;:;.. (in millions 0/ dolla,,) 
tT1 i:- Minor Number of 
n r:- proup corporationJ .1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 
0 ~ 

:0 106 18 31.0 35.0 40.3 45.S 53.2 57.7 64.3 67.7 75.3 80.2 0 ~ E. 107 30 60.4 85.9 102.5 111.0 124.7 14M 143.2 197.9 297.4 380.6 

Jfi c 108 105 487.2 59M 691.6 650.6 750.5 738.6 789.0 879.8 956.7 1072.1 
;:; 109 S6 145.6 220.6 258.3 260.3 27M 279.4 302.7 312.9 33S.3 425.3 

'"tJ ~ 110 
0 111-110 137 494.7 661.3 712.1 581.9 694.9 679.3 754.5 796.0 898.1 973.5 0 
:0 c All fioance 346 1218.9 1599.2 1804.8 1649.3 1893.7 189S.6 2053.7 2254.3 2562.8 2911.7 '" of" 

~ 

r. ,....., 
v 0\ 

.j>. 

'" '-' 



[646} INDUSTRIAL PROFITS 

ApPBNDIX TABLB 6 (continued) 

(8) BONDED DBBT, 1924-28, 346 FINANCIAL CORPOR.ATIONS 

(in millions of dollars) 

Minor Number of 
group torporaJion, 1921 1925 1926 

106 18 .09 .82 
107 30 2.50 2.8i 3.42 
108· 105 .66 4.32 
109 56 3.13 4.92 4.69 
110 
111-110 137 104.11 170.44 93.31 

All finance 346 109.83 178.83 106.56 

1927 1928 

3.23 2.50 
.47 

.41 .25 

121.05 283.75 

124.69 286.97 



ApPBNDIX TABLB 6 (continued) 

(T) FEDERAL INCOME TAX, 1919-28, '46 FINANCIAL CORPORATIONS 

(in millions of dollars) 

Minor Numb" of 
#roul cDrloraJiotU 1919 1920 1921 1922 

106 lB .30 .56 .50 .49 
107 30 1.60 1.73 1.05 .82 
108 105 11.27 14.38 5.89 4.53 
109 56 1.89 4.02 1.42 1.69 
110 
111-110 137 6.82 5.62 5.42 7.08 

All finance 346 21.88 26.31 14.28 lUI 

:I Absolute data for Book III appear in the Source-Book. 
'Net 10 ••. 

1923 

.60 

.79 
3.27 
1.39 

6.88 

12.93 

192# 

.56 

.85 
3.39 
1.70 

7.58 

14.08 

1925 1926 1927 1928 

.73 .70 .74 .56 

.94 1.11 2.38 1.62 
4.79 5.51 6.23 6.69 
2.64 2.63 3.91 4.02 

10.30 10.26 10.91 11.70 

19.40 20.21 24.17 24.59 

• Figure. for minor group 101 include only 8 of the 11 corpbratiool belonging to this group, becaule of lack of data 
for the other three corporatiool. 

> 
"d 
"d 
to 
Z 
t:I 
~ 

I'l 
to 
en 



ApPENDIX C 

SUPPLEMENTARY FREQUENCY 
DISTRIBUTIONS 

,ApPENDIX TABLE 7 

FREQUENCY DISTRIBUTIONS OF INDIVIDUAL TOTAL CAPITALS, 
LARGE IDENTICAL MANUFACTURING CORPORATIONS SERIES 

Siu of capital 19U 1928 
(thousands oj dollars) 

Zero to 249 .37 31 
250 to 499 193 156 
sao to 749 237 203 
750 to 999 224 173 

1,000 to 1,499 297 290 
l,SOO to 1,999 174 180 
2,000 to 2,499 125 137 
2,500 to 2,999 104 lOS 
3,000 to 3,499 59 99 
3,SOO to 3,999 57 61 
4,000 to 4,499 41 43 
4,500 to 4,999 49 43 
5,000 to 91999 179 209 

10,000 to 14,999 71 89 
15,000 to 19,999 43 46 
20,000 to 24,999 22 32 
25,000 to 49,999 68 67 
SO,OOO aD~ over 66 82 

Total frequcnciel 2,046 2,046 

[649] 



ApPBNDIX TABLB 8 ,...., 
'" FREQUENCY DISTRIBUTIONS OF PERCENTAGE OF NET INCOME TO CAPITALIZATION. INDIVIDUAL '" 0 

COMPANIES OF LARGE IDENTICAL CORPORATIONS SERIES. COMPARED WITH DISTRIBUTION L-.J. 

OF PERCENTAGE PROFIT TO TOTAL CAPITAL, 1928 

Major group 1 Major group 2 Major group 3 M aiar group I-
PERCENTAGE PERCENT- PERCENTAGE PERCENT- pERCENTAGE PERCENT- PERCENTAGE PERCENT-

CLA .. MET INCOME AGE PROFIT NBTINCOME AGE PROFIT NETINCOMB AGE PROFIT NBTINCOMB AGE PROPIT 
INTERVAL TO CAPITAL- TO TOTAL TO CAPITAL- TO TOTAL TO CAPITAL- TO TOTAL TO CAPITAL- "roTOTAL 

(PER CENT) IZATION CAPITAL IZATION CAPITAL IZATION CAPITAL IZATION CAPITAL 

Under zero 4 4 16 16 5 5 6 6 
Zero to 4 22 23 70 71 6 6 4 4 

5 to 9 53 54 83 82 15 IS 5 5 
10 to 14 53 56 60 62 16 16 6 7 
15 to 19 38 36 33 32 10 10 2 2 
20 to 24 24 22 9 10 2 2 1 
25 to 29 9 8 12 11 1 1 ~ 

30 to 34 4 4 2 2 1 1 Z 
SS to 39 2 2 2 2 t:I 
40 to 44 1 1 c::: 
4S to 49 1 1 2 1 en 

>-l 
50 to 54 )d 
55 to 59 2 2 ~ 

60 to 64 > 
65 to 69 to' 
70 to 74 'd 
7S to 79 )d 
80 to 84 0 
85 to 89 .., 
90 to 94 1 1 ~ 

9S to 99 >-l 
en 



100 to 199 :>-
200 to 499 I I ... 
SOO and over ... 

Total frequencies '215 215 54 
to> 289 289 54 26 26 Z 
0 

Major group 5 Major group 6 Major group 7 Major Iroup 8 ~ 

n Under zero 2 2 2 2 1 1 to> 
Zero to 4 36 36 14 14 6 6 26 26 en 

5 to 9 53 53 37 39 16 18 37 38 
10 to 14 47 48 28 27 29 30 41 47 
15 to 19 24 25 II II 23, 21 29 24 
20 to 24 11 IS 9 8 7 6 29 21 
25 to 29 6 6 5 5 8 8 8 9 
SO to 34 2 2 2 2 4 4 10 9 
55 to 39 2' 2 3 3 6 6 
40 to 44 ! ! 2 2 
4S to 49 I I 3 3 
SO to 54 I I 3 3 
SS to 59 I I 1 
60 to 64 1 1 
6S to 69 1 I 
70 to 74 I 2 2 
75 to 79 
80 to 84 
8S to 89 
90 to 94 I I 
9S to 99 I 

100 to 199 2 I 
200 to 499 3 3 

....., 
'" SOO and over "" Total frequencies 190 190 III III 100 100 210 210 -'-' 



ApPENDIX TABLE 8 (continu.d) .--. 
'" M aior group 9 Major group 10 M aiDr group 11 '" '" PERCENTAGE PI!RCI!NT- PERCENTAGE PHRCBNT- PERCENTAGE PERCRNT- '-'. 

CLASS NET INCOME AGE PROFIT NET INCOME AGE PROFITS NET INCOME ACE PROFIT 
INTERVAL TO CAPITAL- TO TOTAL TO CAPITAL- TO TOTAL TO CAPITAL- TO TOTAL 

(PER CENT) IZATION CAPITAL IZATION CAPITAL IZATJON CAPITAL 

Under zero 3 3 29 29 2 2 
Zero to 4 14 13 57 57 10 10 

5 to 9 30 33 156 163 20 20 
10 to 14 24 23 133 129 25 26 
IS to 19 15' 15 110 114 8 8 
20 to 24 9 10 67 64 IS 14 
25 to 29 6 6 33 33 6 6 
30 to 34 9 8 .22 21 2 2 
35 to 39 1 1 IS 12 
40 to 44 2 1 12 12 1 1 

~ 
45 to 49 2 2 Z SO to 54 1 1 5 5 

'" 55 to 59 3 3 c: 
60 to 64 1 1 '" 65 to 69 >-l 
70 to 74 :0 
75 to 79 1 1 

~ 

> 80 to 84 t"' 
85 to 89 1 1 
90 to 94 "d 
95 to 99 :0 

100 to 199 1 1 0 
'of 200 to 499 ~ 

Total frequenciee 114 114 648 648 89 89 >-l 

'" 



ApPENDIX D 

BLOCK DIAGRAMS OF EARNINGS RATES 



[654] INDUSTRIAL PROFITS 

APPENDIX CHART I 
I'REQUENCY DISTRIBUTIONS 01' PERCENTAGE NET INCOME 

TO CAPITALIZATION, 73 MANUI'ACTUR.ING GROUPS 
•• r-------------------------~~~----~~--------
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APPENDICES [655] 

APPENDIX CHART I (CONT.) 

FREQUENCY DISTRIBUTIONS OF PERCENTAGE NET INCOME 

TO CAPITALIZATION, 73 MANUFACTURING GROUPS 
.0 

YEAR 19C!2 

~,.~--------------------------------------------------
~ A.. O. 5.806 
.. COEF'f'. V. .421 
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[656] INDUSTRIAL PROFITS 

APPENDIX CHART I (CO NT.) 
FREQUENCY DISTRIBUTIONS OF PERCENTAGE NET INCOME; 

TO CAPITALIZATION, 73 MANUFACTURING GROUPS 
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APPENDICES [657] 

APPENDIX CHART I (CONT.) 

F"REQUENCY DISTRIBUTIONS OF PERCENTAGE NET INCOME 

TO CAPITALIZATION, 73 MANUFACTURING GROUPS .. 
YEAR 19Z8 
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90 23 84 111 123 122 142 125 143 120 129 112 > 
91 13 32 42 25 37 50 46 46 45 41 41 ... 
92 18 140 202 141 148 160 1S6 1S7 147 152 lSI ... 
9H1S 82 566 582 435 435 538 517 531 560 545 529 l'1 

94 Z 
95 t:l 

~ 

96 10 39 50 42 42 60 52 46 52 44 39 '" 97 16 35 40 27 30 36 36 37 38 37 36 l'1 
98 11 11 20 14 17 20 16 16 16 16 15 '" 99-95 52 250 !l2 240 232 259 227 225 218 216 214 

Major Numb" ./ 
group corporations 1919 1920 1921 1922 192J 19U 1925 1926 1927 1928 

12 Retail trade 283 2218 2613 2295 2462 2856 3017 3395 3789 4135 4562 
13 Wholesale trade 292 1568 1783 1316 1360 1597 1S36 1S87 1S80 1S62 1S20 
14 Retail and wholesale trade 89 335 422 323 321 375 331 324 324 113 304 

All trade 664 4121 4818 3934 4143 4828 4884 5306 5693 6010 6386 

(G) TOTAL NET INCOME, 1919-28, 664 TRADING CORPORATION' 

(in millions of dollars) 

Minor Number 0/ 
,roup corporationl 11119 1920 1921 1922 192J 19U 1925 1926 1927 1928 

75 15 3.6 2.8 .9 2.6 3.8 3.7 5.5 4.3 3.4 3.6 
76 17 6.3 2.0 1.8 3.9 4.4 4.2 4.9 3.6 4.0 4.3 
77 93 94.3 44.6 47.6 67.7 78.5 62.1 66.1 66.4 64.5 54.9 
78 27 11.1 7.2 5.6 7.9 7.7 6.3 7.7 7.9 8.0 8.4 

......, 
'" 79 12 1.1 2.3 1.2 2.2 2.4 2.1 1.4 1.3 1.7 1.8 "" 80 14 11.6 8.6 lS.9 19.9 23.4 27.9 28.9 35.2 39.5 47.7 '" '-' 



ApPENDIX TABLE 6 (continued) ~ 

0\ 
Minor Numb,r 01 w 

0\ Iroup corporations 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 ...... 
81 11 2.8 1.2 .4 .9 .9 .7 1.1 1.6 1.3 1.9 
82 27 1.5 3.6 1.2 2.3 2.7 2.4 2.6 2.5 2.1 2.3 
83 15 2.4 3.3 .6 1.6 1.3 1.4 1.7 1.5 1.7 \.9 
84 52 58.5 17.2 5.8 61.3 U.5 76.8 99.0 98.4 109.0 114.3 
8S 
86 25 2.9 3.9 1.7 2.3 3.2 3.0 3.1 3.0 2.8 3.2 
87 29 12.2 2.2 2.2 4.6 5.4 3.2 4.0 3.0 4.0 3.7 
88 59 14.6 3.7 2.1 9.3 9.5 9.1 8.1 6.8 7.0 6.7 
89 43 14.0 13.6 1.21 7.1 11.5 6.2 8.0 7.1 7.1 8.0 
90 23 6.0 3.4 2.7 4.9 5.5 4.6 2.9 3.0 4.5 5.3 
91 13 1.6 2.6 .5 2.0 1.7 1.4 1.3 1.3 .9 .8 
92 18 4.9 9.2 .1' 3.4 4.8 3.1 4.0 3.2 3.2 4.1 
93-85 82 32.8 24.7 3.5 17.6 29.4 20.4 20.2 23.3 17.6 16.8 -94 
95 Z 

t:l 96 10 1.2 1.8 .9 1.9 3.0 2.7 2.7 S.S 2.4 2.4 C1 97 16 2.8 2.6 .3 1.3 1.8 1.3 1.8 1.1 1.4 1.4 rn 
98 11 .4 1.8 .6 1.4 1.1 1.2 .9 .8 .8 .6 '"' 99-95 52 19.6 17.3 12.7 16.7 19.4 15.9 14.0 16.0 14.0 12.8 ". -Major Numb .. • / > 

group torpOTalionl 1919 1920 1921 1922 1923 19U 1925 1926 1927 1928 t"' 

12 Retail trade 283 193.2 92.8 81.0 170.3 190.6 187.6 218.9 222.7 235.2 241.1 '" ". 13 Wholelale trade 292 89.0 63.3 11.4 51.2 71.0 51.7 51.6 50.7 47.1 48.6 0 14 Retail and whole. 
"l tale trade 89 24.0 23.5 14.5 21.3 25.9 21.1 19.4 21.8 18.6 17.2 -All trade 664 306.2 179.6 106.9 242.8 287.5 26M 289.9 295.2 300.9 306.9 '"' rn 



(H) CAPITALIZATION, 1919-28, 664 TRADING CORPORATIONI > ..., 
(in millions 0' dollars) ..., 

Minor Numb" of f'1 
Z ,rou, corporation, 1919 1920 1921 1922 1921 1921 1925 1926 1927 1928 1:1 

7S IS 4.4 8.2 8.1 8.9 13.9 14.6 16.S 18.6 19.4 19.8 -n 76 17 11.3 19.3 19.8 20.0 26.3 30.3 33.6 32.9 3S.1 34.2 f'1 
77 93 277.4 371.1 378.1 389.4 471.6 491.8 S22.2 S46.1 SSM S81.7 en 
78 27 29.2 4S.S 47.7 49.1 S7.9 S6.7 S9.7 62.1 6S.7 70.4 
79 12 8.4 10.0 11.7 11.S 14.6 14.6 17.7 17.4 19.0 18.4 
80 14 39.2 S3.4 60.9 72.8 10S.8 118.6 137.3 162.3 179.S 221.3 
81 11 6.4 9.4 8.6 9.0 10.1 10.6 10.9 11.3 11.6 12.6 
82 27 11.3 1S.6 17.6 16.9 19.8 22.4 22.4 2S.0 2S.6 27.3 
83 IS 9.0 13.7 14.4 13.S 14.3 14.S 14.9 14.8 IS.9 18.0 
84 S2 IS9.7 429.9 408.7 431.0 440.6 470.0 S20.9 S61.0 629.6 1S3.8 
8S 
86 2S 16.1 19.8 22.3 22.6 24.1 2S.4 27.0 27.2 28.2 30.8 
87 29 32.8 4O.S 36.3 39.S 43.0 43.2 44.0 42.9 43.8 44.0 
88 S9 67.4 79.1 81.6 80.6 86.S 84.2 86.1 88.2 89.8 91.0 
89 41 66.4 81.1 80.6 77.2 89.2 91.0 92.9 92.0 92.S 93.2 
90 21 24.1 27.8 29.3 30.0 40.1 41.6 44.7 44.4 46.S 49.S 
91 13 S.7 18.3 19.7 18.1 20.1 20.8 20.9 19.5 18.6 17.6 
92 18 27.0 32.4 37.0 34.S 36.2 31.9 38.1 38.1 38.2 40.3 
93-8S 82 147.9 IS9.2 111.8 ISS.1 176.8 177.1 181.0 181.3 190.1 193.S 
94 
9S 
96 10 10.3 11.0 12.9 12.7 16.9 18.3 19.7 21.3 22.4 22.3 
97 16 12.4 14.8 1S.3 14.9 1S.8 16.2 17.S 17.8 18.3 18.S 
98 11 6.0 7.1 8.2 8.1 9.7 10.S 10.9 11.2 11.7 11.8 

,...., 
'" 99-9S S2 92.4 10S.7 118.4 113.3 131.S 130.9 135.4 139.3 137.8 132.S "" " ...... 



ApPBNDIX T ABLB 6 (continued) ,....., 
Q\ 

Maior Numb" of w 
00 

group (orporatiorl.l 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 L-..J 

12 Retail trade 283 758.3 976.1 975.6 1022.1 1174.9 1244.1 1356.1 14Sl.7 1552.1 1757.5 
13 Wbolcaale trade 292 387.4 458.2 478.6 457.6 516.8 Sl9.2 535.3 533.6 547.7 SS9.9 
1+ Retail aod whole-

sale trade 89 121.1 138.6 154.8 149.0 173.9 175.9 183.5 189.6 190.2 185.1 

All trade 664 1266.8 1172.9 1609.0 1628.7 1865.6 1939.2 2074.9 2174.9 2290.0 2502.S 



APPENDICES [639] 

APPBNDIX T ABLB 6 (continued) 

(I) BONDED DEBT, 1924-28, 664 TRADING CORPORATIONS 

(in millions of dollars) 
Mi"or Numb~,. of 
group corporations 192# 1925 1926 1927 1928 

75 lS .87 3.96 3.81 3.37 4.77 
76 17 .05 
77 93 54.98 77.64 61.17 97.03 105.83 
78 27 15.93 16.27 17.06 12.87 16.96 
79 12 .04 .04 .34 .67 
80 14 .08 .19 .23 . 2.67 3.5;' 
81 II 1.12 1.02 1.29 1.17 1.13 
82 27 .16 .lS .14 .23 .44 
83 IS .01 
84 52 16.05 19.80 24.23 26.57 37.54 
85 
86 25 .47 .45 .42 .43 .50 
87 29 .31 .30 .26 .25 .33 
88 59 .55 .88 .36 .81 .83 
89 43 4.19 4.22 4.31 3.54 3.35 
90 23 3.84 4.99 4.65 4.38 4.28 
91 13 .05 .60 .05 .44 .43 
92 18 2.34 .90 1.45 1.54 1.44 
93-85 82 2.05 2.17 3.51 4.02 10.89 
94 
95 
96 10 .20 .08 .10 .10 .14 
97 16 .08 .07 .07 .07 
98 II .11 .09 .12 .12 .25 
99-95 52 8.79 9.55 8.54 7.99 6.07 

Major Numher of 
,roup corporations 19U 1925 1926 1927 1928 

12 Retail trade 283 89.23 119.12 108.27 143.91 170.92 
13 Wholesale tr ade 292 13.80 14.51 15.01 lS.41 22.05 
14 Retail aod whole-

sale trade 89 9.18 9.72 8.83 8.28 6.53 

All trade 664 112.21 143.35 132.11 167.60 199.50 



ApPENDIX TABLB 6 (conlinutd) ,.-, 
~. (1) FBDERAL INCOME TAX, 1919-28 (INCLUDING EXCUS PROFITS TAX, 1919-21), 664 TRADING CORPORATlONS <:> 

(in millions of dollars) L...I 

Minor Number 01 
group corporationl 1919 1920 1921 1922 1921 192/ 1925 . 1926 1927 1928 

75 15 1.38 .91 .21 .14 .46 .45 .71 .56 .46 .42 16 11 2.23 .36 .31 .41 .53 .51 .62 .46 .52 .49 
11 93 28.55 9.32 8.23 8.21 9.18 1.51 8.40 8.69 8.43 6.11 18 21 3.51 1.51 1.01 .96 .94 .19 .99 1.05 1.06 1.00 19 12 .56 .62 .21 .24 .29 .26 .18 .17 .21 .22 80 14 3.61 1.71 4.30 2.43 2.88 3.44 3.11 4.11 5.20 5.65 81 II .89 .24 .06 .11 .11 .10 .IS .21 .18 .23 82 21 1.02 .96 .19 .28 .33 .29 .33 .32 .21 .26 83 IS .98 .64 .11 .18 .16 .11 .22 .20 .22 .22 84 52 12.12 5.86 6.26 5.53 6.51 9.55 12.68 12.95 14.53 12.02 85 -86 25 .19 .90 .28 .21 .38 .31 .40 .40 .38 .39 Z 
81 29 3.60 .46 .34 .52 .66 .39 .52 .39 .50 .43 t:I 
88 59 3.63 .94 .73 .96 1.04 1.12 1.02 .89 .90 .11 C1 
89 43 4.11 2.89 .42 .14 1.10 .11 .99 .93 .93 .93 

rn 
>i 90 23 \.98 .19 .63 .54 .62 .55 .33 .35 .51 .59 100 91 II .52 .80 .16 .20 .20 .11 .16 .16 .11 .09 -92 18 1.43 2.66 .18 .31 .43 .39 .45 .36 .33 .42 ;.-

93-85 82 9.88 6.11 2.1S 1.89 3.21 2.42 2.50 2.96 2.25 1.92 to< 
94 
95 "d 

100 96 10 .30 .81 .IS .24 .36 .33 .34 .41 .30 .27 0 97 16 .82 .61 .09 .13 .17 .16 .23 .22 . 20 .16 .... 98 II .29 .50 .10 .16 .21 .15 .11 .10 .11 .01 ->i 99-95 52 6.22 3.91 2.12 1.78 2.1L 1.51 !.S8 1.59 1.47 1.15 rn 



Major Number oj > 
,roup corporation, 1919 1920 1921 1922 1921 1924 1925 1926 1921 1928 '" '" 12 Retail trade 283 SS.S7 22.2S 20.89 18.81 21.45 23.U 27.99 29.32 !I.10 27.22 t>1 

13 Wboletale trade 292 25.96 16.21 4.89 5.43 7.64 6.12 6.37 6.44 5.97 5.54 Z 
14 Retail and wbole- t:l 

nle trade 89 7.63 5.83 2.46 2.31 2.85 2.21 2.26 2.32 2.08 1.65 -n 
All trade 664 89.16 44.29 28.24 26.55 31.94 31.46 16.62 38.08 39.1S 34.41 t>1 

'" 

(It) SALBa, 88 MINING CORPORATIONS, 1919-28 

(in millions of dollars) 
Minor Number of 
,roup corporation, 1919 1920 1921 1922 1921 1924 1925 1926 1921 1928 

100 33 91 U6 104 79 108 82 85 106 97 8S 
101' U' 2 5 4 4 5 6 7 10 U 11 
102 9 16 21 17 18 22 22 25 29 34 34 
103 9 7 10 9 10 14 U 15 18 17 19 
104 IS 252 301 149 307 398 390 463 508 457 566 
105 U 69 89 83 70 93 89 78 88 82 79 

All mining 88 415 561 362 484 635 596 666 749 687 783 



ApPENDIX TABLE 6 (continued) ,-, 

'" (Ll 
-1>' 

TOTAL N81 IlfCOME, 88 MINING CORPORATION', 1919-28 N 
L-J 

(in millions of dollars) 
Minor Numb" of 
group corporations 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 

100 3J 13.5 34.6 15.1 14.2 16.7 6.7 9.7 14.2 10.5 8.7 
101 11 4.1 9.7 1.1 1.0' 1.9' 1.8 2.6 4.5 3.6 7.7 
102 9 2.9 3.6 1.7 3.4 4.5 4.4 5.8 6.3 7.4 5.4 
103 9 1.4 2.0 1.7 3.1 3.3 3.2 4.9 5.7 5.6 5.0 
104 IS 1M 12.5 22.6' 5.8 30.7 26.9 51.9 53.1 41.2 94.4 
105 11 15.01 17.9 IS.6 13.0 21.2 14.6 11.3 18.1 12.8 11.2 

All mining 88 47.3 80.3 12.6 38.5 74.5 57.6 86.2 101.9 81.1 132.4 

I Net 1011. 

-(M) CAPITALIZAnoN, 88 MINING CORPORATIONS, 1919-28 Z 
(in millions of dollars) tl 

Minor Numb" .f c: 
'" group corporations 1919 1920 1921 1922 1923 1921 1925 1926 1927 1928 >-l 

100 33 128 147 167 176 185 186 186 185 195 195 
I" -101 11 82 89 104 91 104 142 129 115 120 133 :>-

102 9 22 28 29 31 34 36 40 44 47 SO t"' 
103 9 IS 20 21 22 25 27 29 31 31 40 

'" 104 IS 717 949 976 956 1003 1083 1105 1081 1070 1112 I" 
105 11 90 106 120 74 102 103 104 124 127 142 0 

All mining 88 1054 1339 1417 1350 1453 1S77 1S93 1S80 1S90 1672 
'oj ->-l 

'" 



APPENDICES [643] 

ApPENDIX TABLE 6 (continued) 

(N) BONDED DEBT, 1924-28 (i" millions 01 aollars) " AND DEPLETION,' 1924, 
1926, 1928 (in aollars), 88 MINING CORPORATIONS 

Bonded debt 
MinD, N"",bn- of 
grou, cor,oratio1U 1921 1925 1926 1927 1928 

100 33 29.1 25.4 11.3 1M 22.7 
101 11 1.2 8.8 7.7 6.5 9.2 
102 9 2.8 2.3 4.9 7.5 9.9 
103 9 .9 .6 .5 1.2 4.2 
104 IS 21S.9 233.7 255.0 254.8 203.1 
105 11 40.9 35.0 28.5 32.1 27.9 

All miniog 88 290.8 305.8 307.9 312.4 277.0 

Dqlnion 

Minor Numlur 01 
group corporatio1l' 192~ 1926 1928 

100 n 1756540 1321427 910419 
101' II' 1636121 1714201 1099695 
102 9 249154 275771 294922 
103 9 458585 185139 317959 
104 IS 33020075 37289664 45632181 
lOS 11 3030608 1946750 2051535 



ApPENDIX TABLB 6 (continued) ...., 
'" (0) FEDERAL INCOME TAX (INCLUDING EXCESS PRQFm TAX, 1919-21), 88 MINING CORPORATIONS, 1919-28 
4>-
4>-

(in millions of dol/ars) '-' 

Minor Number of 
group corporatio1t1 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 

100 3J 2.20 9.37 2.33 1.60 1.96 .88 1.21 1.73 1.48 1.02 
101 11 .60 1.99 .16 .07 .03 .11 .17 .49 .48 .66 
102 9 .41 .72 .22 .41 .55 .54 .74 .84 .99 .64 
103· 9 .22 .36 .27 .38 .40 .39 .63 .74 .73 .58 
104 15 1.39 2.24 .08 1.09 2.22 3.29 5.41 6.02 4.86. 8.77 
105 11 2.59 3.29 2.50 l.42 2.22 1.66 1.31 2.12 1.66 1.07 

All mining 88 7.41 17.97 5.56 4.97 7.38 6.87 9.47 11.94 10.20 12.7+ 

~ 

(p) TOTAL GR088 nlcoMI. 1919-28, 546 nNANCIAL CORPORATION! Z 
(in millions of dol/ars) t:l 

Minor Numb" of c: 
gTOUP corpoTlltion, 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 en 

>-l 

106 18 12.5 18.0 20.1 23.0 26.6 29.0 32.1 34.0 35.5 35.1 I" 
~ 

107 30 3l.6 49.2 51.5 48.8 53.9 60.2 63.8 78.9 100.9 109.8 :>-
108 105 215.3 268.6 258.4 211.5 217.0 222.8 249.0 277.8 302.7 337.0 t"' 
109 56 87.6 107.6 112.5 94.7 94.2 102.4 110.4 123.2 134.4 149.5 
110 

'U 

111-110 137 230.7 280.7 261.2 282.9 310.7 334.5 386.6 407.4 401.4 429.3 
I" 
0 

All finance 346 579.7 724.1 703.7 660.9 702.4 748.9 841.9 921.3 974.9 1060.7 "'l 
~ 

>-l 
en 



(Q) TOTAL NET INCOM., 1919-28, 546 FINANCIAL CORPORATION. > 
(in millions of dollars) .. .. 

Minar Numb" .f 1'1 
,roup £orporaliotJ, 1919 1920 1921 1922 1921 192# 1925 1926 1921 1928 Z 

106 18 3.7 4.9 4.6 7.4 7.1 6.9 8.6 9.0 7.4 9.0 
t:I 
~ 

107 30 11.8 J3,1 11.9 15.0 17.5 15.8 16.6 15.6 29.5 30.9 n 
108 lOS 86.0 99.7 62.0 78.6 74.6 67.7 72.0 85.1 86.6 IOU 1'1 

109 56 23.3 30.5 18.7 24.3 20.5 27.5 32.1 31.4 40.0 46.3 
rn 

110 
111-110 137 57.8 52.6 42.9 75.2 66.6 74.9 91.7 92.4 98.5 116.1 

All finance 346 182.6 20o.s 140.1 200.5 186.3 192.8 221.0 233.5 262.0 303.6 

(R) CAPITALIZATION, 1919-28, 546 FINANCIAL CORPORATIONa 

(in millions of dollars) 
Minor Number 01 
group (orporationJ ,1919 1920 1921 1922 1921 1924 1925 1926 1921 1928 

106 18 31.0 35.0 40.3 45.5 53.2 57.7 64.3 67.7 75.3 80.2 
107 30 60.4 85.9 102.5 111.0 124.7 140.6 143.2 197.9 297.4 380.6 
108 105 487.2 596.4 691.6 650.6 750.5 738.6 789.0 879.8 956.7 1072.1 
109 56 145.6 220.6 258.3 260.3 270.4 279,4 302.7 ,12.9 335.3 425.3 
110 
111-110 137 494.7 66J.! 712.1 581.9 694.9 679.3 754.5 796.0 898.1 973.5 

All linance 346 1218.9 1599.2 1804.8 1649.3 1893.7 1895.6 2053.7 2254.3 2562.8 2931.7 
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[646] INDUSTRIAL PROFITS 

ApPENDIX TABLE 6 (continued) 

(5) BONDED DEBT, 19~2S, 346 FINANCIAL- CORPORATIONS 

(in millions of dollars) 

Minor Number of 
group corporations 1921 1925 1926 

106 18 .09 .S2 
107 30 2.S0 2.81 3.42 
lOS lOS .66 4.32 
109 S6 3.13 4.92 4.69 
110 
111-110 137 104.11 170.44 93.31 

All finance 346 109.83 178.83 106.56 

1927 1928 

3.23 2.50 
.47 

.41 .2S 

121.05 283.75 

124.69 286.97 



ApPBNDIX T ABLB 6 (continued) 

(T) FEDERAL INCOMB TAX) 1919-28, S46 FINANCIAL CORPORATIONa 

(in million. of dollar.) 

Minor Num/II' ./ 
groul eorporations 1919 1920 1921 1922 1921 192~ 1925 1926 1927 1928 

106 18 .30 .S6 .SO .49 .60 .S6 .73 .70 .74 .S6 
107 30 1.60 1.73 1.0S .82 .79 .8S .94 1.11 2.38 1.62 
108 lOS 11.27 14.38 S.89 4.s3 3.27 3.39 4.79 S.S! 6.23 -6.69 
109 S6 1.89 4.02 1.42 1.69 1.39 1.70 2.64 2.63 3.91 4.02 
110 
111-110 137. 6.82 5.62 5.42 7.08 6.88 7.58 10.30 10.26 10.91 . 11.70 

All finance 346 21.88 26.31 14.28 14.61 12.93 14.08 19.40 20.21 24.17 24.59 

S Ablolute data for Book III appear in the Sourtl-Boolt. 
I Net 10Sl. . 
• Figure, for minor group 101 include only 8 of the 11 corporations belonging to thi. group, bee.ule of lack of data 

for the other three corporations. 
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ApPf;NDIX C 

SUPPLEMENTARY FREQUENCY 
PISTRIBUTIONS 

APPENDIX TABLB 7 

FREQUENCY DISTRIBUTIONS OF INDIVIDUAL TOTAL CAPITALS, 
LARGE IDENTICAL MANUFACTURING CORPORATIONS SERIES 

Siu of cajJital 1921 1928 
(tkousands of dollars) 

Zero to 249 37 31 
250 to 499 193 156 
SOD to 749 237 203 
750 to 999 224 173 

1,000 to 1,499 297 290 
1,500 to 1,999 174 180 
2,000 to 2,499 125 137 
2,500 to 2,999 104 105 
3,000 to ',499 59 99 
3,SOO to 3,999 57 61 
4,000 to 4,499 41 43 
4,500 to 4,999 49 43 
5,000 to 9,999 179 209 

10,000 to 14,999 71 89 
15,000 to 19,999 43 46 
20,000 to 24,999 22 32 
25,000 to 49,999 68 67 
50,000 aad over 66 82 

Total frequencies 2,046 2,046 
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ApPBNDIX TABLE 8 ,...., 
0\ 

FREQUENCY DISTRIBUTIONS OF PERCENTAGE OF NET INCOME TO CAPITALIZATION, INDIVIDUAL '" 0 
COMPANIES OF LARGE IDENTICAL CORPORATIONS SERIES, COMPARED WITH DISTRIBUTION L...J 

OF PERCENTAGE PROFIT TO TOTAL CAPITAL, 1928 

Major gTOUP 1 M ajDr group 2 Major group 3 Major group I-
PERCENTAGE PERCENT· PERCENTAGE PERCBNT~ PlRCENTAG! PERCmT- PERCENTAGE PERCBNT· 

CLA" NET INCOME AGE PROFIT NET INCOME AGE PROFIT NETINCOMB ACE PROFIT NET INCOME AGR PROFIT 
IHTER.VAL TO CAPITAL- TOTQTAL TO CAPITAL- TO TOTAL TO CAPITAL- TO TOTAL TO CAPITAL- TO TOTAL 

(PER CENT) IZATION CAPITAL JZATION CAPITAL IZATION CAPITAL IZATION CAPITAL 

Under zero 4 4 16 16 S 5 6 6 
Zero to 4 22 21 70 71 6 6 4 4 

S '0 9 SI S4 8! 82 IS IS S 5 
10 to 14 SI S6 60 62 16 16 6 7 
15 to 19 !8 16 33 32 10 10 2 2 
20 to 24 24 22 9 10 2 2 I 
2S to 29 9 8 12 11 I" I -30 to 34 4 4 2 2 I I Z 
35 to 39 2 2 2 2 0-
40 to 44 I 1 C 
4S to 49 I I 2 I '" '"'I 50 to S4 !>d 
SS '0 S9 2 2 , -
60 to 64 .. ' :> 
65 to 69 t"' 

70 to 74 

'" 7S to 79 !>d 
SO to 84 0 
8S to 89 "l 
90 to 94 I -95 to 99 '"'I 

'" 
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