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CHAPTER 28

MANUFACTURE AND ITS MAJOR GROUPS

1. ALL MANUFACTURE: EARNINGS ON SALES

TFIE 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 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, 1,5'39;
1922, 1,440; 1923, 1,545; 1924, 1,560; 1925, 1,461 ; 1926, 1,468; 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 oi
their return on sales is not, however, characteristic of the two sets of
figures in terms of the return upon investment. Full treatment of
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CHART 61

PERCENTAGE NET INCOME TO SALES
ALL MANUFACTURE

NON-IDENTICAL CORPORATIONS SERIES, 1919-28
.... . . LARGE IDENTICAL CORPORATIONS 1922-28

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.

Years
1924
1925
1926

1927

1928

Large
Corp 0 rations

1.0
1.1

1.1

1.0

1.0

Small

1.8
1.9
2.0

1.9
2.0

19*9 1920 1921 1922 1923 1924 1925 1926 *927 1928

2 Total capital divided into sales as explained in Ch. 4. The figures used
here are for all the companies in the large corporations series, i.e., those
with deficits as well as those with net incomes.



MANUFACTURE: SMALL CORPORATIONS [355]

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 fluctuates 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. Paper
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 upon 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 fall to 7 per cent. In all years
the figure is much lower than that for the large corporations series.

j. IVIetals
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 small
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 corn-
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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

I0

CHART 62
ARITHMETIC MEAN PERCENTAGE NET INCOME

1919

TO CAPITALIZATION
ALL MANUFACTURE

NON-IDENTICAL CORPORATIONS SERIES, 1919-28

also shown
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.8

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.

20
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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; but for the small corporations the medians are
somewhat greater than the means.

4. SURVEY OF TI-IE 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

MEDIAN EARNINGS RATES
ALL MANUFACTURE

NON-IDENTICAL CORPORATIONS SERIES, 1919-28
•..'.'•LARCE IDENTICAL CORPORATIONS 1919-28
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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 oniy.

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
fluctuate closely about 15 per cent. During the last half of the period
earnings fluctuate 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 fluctua-
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 fluctuates 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
fluctuates widely from this level during the remainder of the period,
standing at 10 per cent in 1927 and 21 per cent in 1928. The figures
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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 group
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.

f. 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
are 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 and 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. .TVIetals
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 than 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 fluctuates 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 'general 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; 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



101019%

110.9%



MANUFACTURE: SMALL CORPORATIONS [363]

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.
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