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. CHAPTER 1

INTRODUCTION

A _ This is the last in a series of five Annual Line of ‘Business
Reports (ALBRs) to be published by the Commission for the years
’1973-1977. The reports for the years 1974 through 1977 contain
industry aggregates and financial ratios for line of buSiness
i'(LB) data submitted by the full sample of reporting companies for
those years.< Data for the full sample years 1974 through 1977
are" comparably based for research and analytical purposes., TheA‘
1973 report data are based only upon a. sample of companies_é
required to report data for that year and are not analytically
comparable with data for subsequent years. f o ‘

In 1974 the Commission began to collect 1973 line of
business data for large diver81fied‘manufacturers. The form for
the 1973 reporting year was then reVised for the 1974 reporting
year, and remained essentially unchanged through 1977. Inv_f
granting approval to conduct the 1977 survey, the General
Accounting Office (GAO), which had forms approval authority over
-the FTC at that time, recommended in 1979 that a plan be develop~
~ed to evaluate the costs and benefits of the LB data collection A
effort, The Commissionvadopted this recommendation,»a'plan was
drafted and'staff undertOOK a study'inrMay 1981. The CommiSSion
then decided to suspend collection of LB data for 1978 and
subsequent report years, pending completion of such revxew..-This
review was completed on April 12, 1984, at which time the,»

Commission concluded that the costs of the programvoutueighed'its



benefits and decided not to resume data collection. It voted,
"however, to contingghresearchpwithﬁthe;data alr%ady:collecégg.i'a
‘Such research has been and.remainstongoing and a list of papers,@
publications, -and. research in process is presented at the end of
this-report in‘Appendiqu.y The research with the disaggregatlvep
line of business data by staff and consultant researchers has -
focused on industrial organization as well as strateglc manage;
ment and planning questions.

‘Research with the line of business gata has uSed 1ines_of

business, companies, industries,mprﬂsppepcomhination'as observa-

1 The review process included input from staff of the Line of
Business Program, the director of the Bureau of Econémics, other
segments of the Commission, reporting companies and other members
of the business community, other government- agen01es, members Gf
the,antitrust legal profession, and academicians. The benefit--
cost evaluation is documented in the following reports-' (1) FTC,
Bureau of Economics,. Evaluation of the Benefits of the Federal
‘Trade Commission's Lihe of Business Program, February 1984; and
(2). six documents that represented the initial material placed
‘before the Commission for review in September 1982. This set =~
~Ancludes: (1) William F. Long, David F. Lean, David . :
~J. Ravenscraft, and- ‘Curtis L. Wagner 111, Executiveé Summary ‘of o
the staff report on the Benefits and Costs of the Federal
Trade Commission's Line of Business Program, September 1982; -
(b) William F. Long, David F. Lean, David J. Ravenscraft, Curtis
L. Wagner III, Benefits and Costs of the Federal Trade
Commission's Line of Business Program, Volume II: Public
Comments on the Benefits and Costs of the LB Program Received in
_Response .to Federal Register Notice,Requests of February 26,
1982, and ‘April 12, '1982; (d) Benefits and Costs of the Federal
‘Trade Commission's Line of Business Proqram, Volume III° )
.~ Comments’ of Consultant Reviewers to- Preliminary Drafts of .
’Volume I:  Staff Analy51s, (e) Line of Business Data Collection:.
"Recommendations of William F. Long, ‘Manager, Line of ‘Business
Program,. January 20, .1983: and (£f) Benefits and Costs of the
FTC's Line of Bu51ness Program: Recommendatiorns of Robert
-D. Tollison Richard S. Higgins, and William F. Shughart II,
January 20, 1983.




) tionsi' The figures below shOW‘the size of these categoriesfover

the'periOd 1974-1977.« In reading the line items, a line of
business observation is a single company reporting its

activities to a qiven FTC industry category., An industry

category ohservation is the summation of data for all companies

reporting activities in the same industry cateqoryr-

 Line of Business Data Sample: 1974-1977
_’ Number oﬁﬁébserrations '
| . Item 1974 1975 | 1976
industry Categories | i | | |
Manufacturing = | 259 260 259

‘nNonsmanufacturing. 14 14 . '14
Companies I o 437 A'471:. f466]
Lines of Business : o 13992: . 4198 | 4243

1977

259

14

x456

- 4337

'».The Program's resources“include otner data files both public

and nonpublic that can be linked with line of " business data for

research purposes. These files include, for example, data on
'mergers and acquisitions, industry concentration, firm market
'shares, company—level financial data from standard and Poor's

_Compustat file, and Census input-output data.



_ Research: is conducted under the statutOry provisions-and
’confidentiality rules that govern the _operations ‘of. the Line of
:Business Program. These provisions and rules require that. only o
employees of the Program may have access to the 1nd1vidual
company information.a ) this end, outside scholars wishing to .
.conductaresearch'ﬁith,thejdisaggregative data,must-berappointed.
as‘special enplo?ées of'thejﬁrogram. Thebdata must not be uSed-
for law enforcement purposes and no individual company informaf
tion ‘may be disclosed. Persons interested.in conducting research7
with the line ofsbusiness data:must submit a research proposal
for _appro'\fal by an;nﬁ;;egm :cdmmittee’ .an‘ci' the Director of the
i‘Bureau of“ﬁconomics.“-Publictrelease OfArésearch output requires
-.compliance with disclosure avoidance criteria and the approval of.
the COmmission. Further information about research access may be'-

obtained from the Program.

_I'._ DESCRIPTION OF THE 1977 SURVEY FORM -
As noted, the LB Program began with the 1973 reporting
p-year., Aggregate data -for" that year were published in March 1979,‘
in the Annu‘l Line o' Business Remort‘1973 (ALBR 73) 1 Historical

background for the program up to that point is covered in the

1lLB” YE publication and in references cited therein.

1 pederal Trade Commission (Washington, 1979)



Using the substantial amount of information and experience’
gained from the 1973 survey, the staff developed a revised form,
for use ‘in the 1974 survey.= This form was submitted to the
General Accounting Office (GAO) for its approval
”as required by the Federal Reports Act as amended (44 U S. C.. ;::.

3512), In’ August 1975, GAO responded to the Federal Trade o
YZCommission (FTC), advising it that the data: to be collected forv
'1974 were not- already available in the Government and that the
data collection plan imposed the minimum burden consistent with
the FIC's needs. . R 7

ﬂThe 1974 LB form was then mailed to 450 manufacturing
~‘firms.. ‘A series of administrative and judicial challenges to the
uLB Program followed issuance of the 1974 Orders. These culminat-'
ed in early 1976 with more than 150 companies filing suits to
enjoin implementation-of the survey.. The Court ruled in- the p
) FTC's favor,2 and all 437 companies filed B forms for 1974 by
December 1978, | | | |

‘ Once the forms had ‘been filed, they were subjected toa
'thorough desk audit by the LB Program's staff accountants. The

: data were aggregated by industry category. They were checked to

R Authority for the survey derives from Section 6 of the Federal
Trade Commission Act, 15 U.s. c. 46.

2 Line of Business Litigation is reported at’ In Re FTC Co;gorate

atterns Report Litigation, 432 F. Supp.’ 291" (D D.C. 1977), aff'd
sub nom., Appeal of FTC Line of Busi t Litigati :
U.S. App. D.C. 300, 595 F. 2d 85, cert. dgnied 439 U_S. 958
(1978) ,




ensure that no ind1v1dual company data would be disclosed by
5re1ease of the aggregates, with the result that some data were

combined or suppressed.lzThe aggregates~were published.in',

September 1981, in ‘the Agnual Line of .usiness_Re ort 1974._'
' The 1974 1B Form was also used for collecting data for _
_'subsequent years, including 1977., The reporting methods were

essentially the same. Several minor'layout changes were made,

”but there were no changes of substance. Two items~werevdropped -
1:from schedule III (percent of sales that included and excluded
i:freight charges) A copy of the 1977 form and related materials
‘ are attached as appendices B-E.b“ThefJune-lz, 1979 Order to File
1977 LB data was directed and sent to the 464 firms listed in
,;Appendix H._ The forms were audited by LB staff accountants,:

‘_aggregated by industry category, and screened for potential

1 gee ALBR 74, pp. 44-47.



disclosure of individug;»company_data_‘ The,aggrggatgs ére given,

in the Master Table of this report at theAendﬁof”Chapter 3.0

II. PUBLICATION OF DATA SUPPRESSED IN EARLIER YEARS .
.Anjimﬁortagxgéupplement ccngaipgqfin;thiswrepért_ié gatﬁblg
‘of daﬂ_:,af suppressed from _publ\,'_icaﬁi9n in earlier _ye§fsf_;1 Aqueggté;,;
figéncialgandistatisticql_éa@ﬁﬁﬁor Ce:tgin ihﬁugtries,Wg;er‘,;%wk
,téni,n?rar-il.x suppréssed:- in ti?e -1974,.1975,.. and. -1=§f_l__6 APBBS per;@ipgi; |
fing;ﬁdispositioniqf,gomplainté pppughtﬁby;twp\CQmpqnigs,~ The _ ..
»coﬁplaintsjﬁere:seﬁtléd,in 1984, epgbling.ghngommigsiop to .
publish previously redacted data, subject to the appliqa#iop_- of
confideptiality-proviﬁiqu thaﬁ{guarq‘agéiQSt_disg;osure of

a5y

‘individual company data. Accordingly,.data for the following,

! The Commission actually issued 464 Orders to File the 1977 LB
- Forms. However, one affiliated group was surveyed as two
separate firms, and a second affiliated group was surveyed as
three separate firms. 1In addition, one company was excused from
filing because it no longer met the selection criteria, three
companies were excused from filing due to bankruptcy or dissolu-
tion, and data for one company that was acquired by another LB
company was included with the parent report. For these reasons™
the actual nhumber of companies that- filed 1977 LB Forms was 456..



,industry categories for those earlier years are presented in

'Appendix A'

EIC Code k — stry Category
22;07 Knitting mills, nec, including o
S circular and wrap knit. fabric wills
22,08 . Textile finishing, exoept wool ‘ahd’
' ' knit goods o o
22.b§:' Floor covering mills
22.10 Yarn and thread mills
22.51 In 1974 and 1975, combines FTC 4 ,
: ‘ codes '22.01 (weaving mills—-cotton,
synthetics, and silk) and 22.02
(weaving and finishing -mills -
wool). 'In 1976 combine 22.01, .
22,02 and 22.08 (textile finishing,
. except wool and knit goods)
22.52 Combines FIC codes 22.11 (tire cord

and ‘fabric) and 22.12 (Mis. textile
goods, exc.. tire cord and fabric)

I11. coRaEcTIons OF PREVIbUSLY PUBLISHED DATA
Iﬁ preparing this 1977 ALBR, cross—checking procedures
revealed errors in the specialization, coverage, and partici-
pation ratios published in prior years. Rev;sed data are
presented in this report in Table 3-13 thateiists speCiaIizas
-tion, coverage, "and participation ratios for each LB category andr
'for all four years, 1974, 1975, 1976, and 1977. The corrected
ratiosrare apprqpriately marked and footnoted, The consolidatiop,
of these datarin;this table format is’uniqUe to.this report and
8



should: be. of cdnsiderahle»help to,datalusers?wishing to. know. .- -
characteristics of the LB sample during the_above'reporting
'years.

The remainder of. this report is div1ded into four major
_parts. Chapter 2 presents simple analyses of common financial
';ratios based on. the aggregated 1977 LB data. Chapter 3 provides

‘aumore-technical~analysis~of the LB data: specialization,
;coverage, and participation ratios are presented and some of jv
the problems associated w1th line of business accountlng are. q
_highlighted. The actual 1977 data aggregated by industry
category are found in the Master Table at the end of Chapter 3.1
Appendix A contalns data for certain 1ndustries suppressed in
lprevious reports.l Appendices B-G contain documents relating to' |
the collection of 1977 IB data.‘ Flnally, Appendix H presents a _
ilist of the 464 companles surveyed and Appendix I prov1des a:
1ist of Line of Business Program reports, research papers and

research in,process._



"CHAPTER 2 -
.COMPARISONS~0F~1977-iNoUSTRY PERFORMANCE
Financial ratlos drawn from the ‘data . aggregates in- the :

Master Table. of Chapter 3 offer comparisons ‘of industry ‘perfor- :
mance in-1977, andminﬁthis_chapter-several*tablesfare.preSentediu
inlwhich industryffinancial.ratios‘and~performance rankings are;
'presented. The analysis in this. chapter will be a 1im1ted one,-
looking only at- those ratios commonly uséd-as: measures of
industry: performance. Sophistlcated analgses of 1ndustry
performarice and finan01a1 variables using advanced statisticalu;
and econometric techniques are: the subject of the numerous morei

spe01f1c research studies detailed in Appendix I L.

:IdzprOFITABILITY
o Profitabillty 1s the most commonly used measure- of 1ndustry
performance.‘ Tables 2.1 and 2.2 provide data on the 10: most

profitable~and_the 10 least profitable industry'categories? in

Research is conducted under- the statutory provisions and .
confidentlality rules that govern the operations of the line of
business research. effort. . Research papers. are- reviewed .to:assure
that no. individual company line of business data are disclosed
and the papers: are -cleared for: publlc release by the Commiss1on.
The papers may be requested from the Program.. See Appendix I.,

2 Firms: were required to as51gn each of thelr llnes of bus1ness
to one of:275 1ndustry categories, 261 in manufacturlng and 14 in
nonmahufacturing industries. -Because of -the necessity of .
protecting the confidentiality of individual firm data, it has :
been possible to publish. data for only 251 categories ‘or combina-
tions of categories, 239 in manufacturing and- 12 "in nonmanufac-'*
turing

10



1977 based on two measures of profitability operating income as a
percentage of assets and operating income as a percentage of
sales. These measures differ somewhat from more common measures
of profitability in that they are based on operating 1ncome-
rather than on net profit. The primary difference between
operating income and net profit is. that the former measure does
not deduct interest expense or . income taxes. While om1ss1on of
these expenses means that ratios based on operating income are -
larger than ratios u51ng net income, the two sets of ratiosk‘
appear to be highly correlated., Thus, industries appearing -
highly profitable on the basis of a ratio based on. operating
income are 1ike1y to be highly profitable when net profit 1s
used. | '

ff. Based'onioperating income"as-a percentage of total assets,
Table 2~1 shows that the four most - profitable 1ndustry categorles

in 1977 were cereal breakfast foods, cutlery, leather goods not

i Other relatively minor items not 1ncluded in operating 1ncome;
are revenues and expenses associated with nonoperating activi- -
ties, extraordinary items, and minority interest in other - firms.r

These conclusions are based on-an . analysis of data in the
Internal Revenue Service's Source Book for the Statistics of’
I come--l974 Co oratlon Income Tax Returns (Washington, 1978) .
Profit measures based on operating income and on net profit were
calculated for each - of the 72 IRS minor ‘industries in - _
manufacturing.” ‘The. simple mean. value for operating income ‘as. a
percentage of ‘assets for these 72 categories was 9.79 percent.,
For net profit as a. percentage of -assets, the: ‘simple mean was-
5.08 percent.  Both ‘simple correlation and: the.Spearman rank: -
correlation between the. two measures .were .0,.96.  The" 51mp1e N
average value-of operating income as a percentage of sales was
6.67 percent; for net profit as a percentage of sales, it was-
3.48 percent. The simple and the Spearman rank correlations 4or
these two measures. are both equal to 0. 95.

11



TABLE 2-1

operating Income as a Percentage of Total Assets

;industry Categories Qith*the Highestvvalues'

“Industry

- Category o C
, Nggg_r » ADescription ~ Percent
T ' 20‘09 Cereal breakfast foods 39.4
i '31.04 Leather goods, Nec.,! - 32,2

L ' including leather gloves, = .

mittens,: handbags, and

_ A ' - personal. leather goods _
4. 129,02 . Paving and roofing materials 31.5
5. : 21.03 Chewing and smoking tobacco 31.2
6. - 32.17 Mineral wool . - 29.8
7. 20 27 Flavoring’ extracts and L 29.7

. : syrups, Nec.! S
.8, : 37 51 ) Trucks; buses . 29¢5
9. 27.08 Blankbooks and bookbinding 2742
lo.". 20, 15 Cookies and crackers - S 27.2

Industry Categories with the Lowest Values

' Industry
Category
. Numbgr
1.t 37,09
2. 33.07 .
3. 23.05
4. 33.01
8. 22.03
_6:  36.07
7. 33.05
9. 20.17
10.

20.02

Primary and nonferrous 1.
‘Children's. outerwear
‘products:

faparatus, Nec.! : ~ ,
Primary zine.. = = = = =

.Primary: copper e .. =0
‘Beet sugar ‘ S =1.9

,Q;gcribtiOn ' . percent

Ship .and’ boat building and = 1.5
repairing

metals, Nec.l’
Blast. furnace and basic steel

0
0]
Narrow: fabric mills ; 0
Electric industrial =0
0
0

Poultry dressing; poultry T =21.2
and egg processing - '

R

“Nec" means "not eISeWhereyclassified;“

12



TABLE 2=2

v Operating Income as a Percentage of Sales

Industry Categories with the Highest Values

20. 02

Poultry dressing, poultry
and egg processing S

” Industry
Category : ' ' R
Nunber Description . Percent

1. 21.03 Chewing and smoking tobacco : 28.1
2 21.0) cigarettes ' 25.2
- 34.03 Cutlery 20,9
= 75 29.02 Paving.and roofing materials 20.0
5. - .32.17 Mineral wool - 19.6

6. 20. 27' Flavoring. extracts and 19,3

. syrups, Nec.l! o

7. . 35. 31 Electronic computing equipment 19.3
84 +...20+09 Cereal breakfast foods - 18.5
9, 27.04 uisc._publishing . 17.8
10. - 32.15 Abrasive‘products . 17.4
Industry Categories with the Lowest Values :

Industry o
Category o N
Number Description i Percent
1. 25.04 Public building and related. 1.5
' furniture -
2. 33.07 Primary nonferrous metals, 1.4
. . Nec.! '
3. - 33.01 Blast furnace and basic steel 0.6
' . products S
4. 23.05 Childrents outerwear. 0.4

5. 22.03 Narrow fabric mills 0.1
6. 36.07 Electrical industrial -0.1
L - . apparatus, Nec.!

7. - 33.05 Primary zinc =0.9
8. 20.17 Beet sugar S -1.6
9. 33.03 Primary copper - -1.7
10.

1 wNec™ means:ﬁnotaelseyhereZCIassified;"

.13



elsewhere class1f1ed -and paving and roofing materials. "The "
profitability of each of these industries was at least twice

the 13 .5 percent all-manufacturing average for LB firms.

II. ADVERTISING

Another commonly used measure of industry performance is the
ratio of promotion expenses to sales." Usually this has taken the
form of the ratio of media advertising expenses to sales,:since
1data on other kinds of selling expenses have typically been V
_unavailables However, considerable sums are are spent on selling'
expenses other than media advertising. ThlS is particularly true
of goods sold to firms for use in making other products (producer}
'goods) as opposed to goods sold directly to the final consumer
(consumer goods). In most producer goods 1ndustries, media'
advertiSing expenses are minimal. The bulk of selling expenses
is made up of such promotion as salesmen's visits to potential
customers. In order to measure the extent of all selling
act1v1ty, the Line of Bus1ness program oollects data not only on |
expenditures for media advertising but also on. exnenditures for .
other selling activ1t1es. | |

_cOmparison of the‘averagetvalue'for media-advertising as a ‘
percentage of sales and for total selling expehéés"asfafpéfcén;,
tage of sales shows the relative importance of . selling expenses ‘

other than media advertising. For all—manufacturlng,industry

.14.



categQries,:theAweightedﬂayerageTQediafagyertising-to~sales;
ratio is 1.2 percent; for.total selling.expenses to sales, the
welghted average 1s 6 6 percent. ; Thls suggests that analyses -
u51ng only media advert1s1ng expenses data necessarlly 1gnore |
'what is in fact the vast. majorlty of selling act1v1ty.

Tables 2-3 and 2 4 compare medla advertlslng intens1ty (the

LaT

ratlo of medla advert1s1ng expenses to sales) with the 1ntens1ty_
of total selllng expendltures on an industry-category-by-
1ndustry-category bas1s., Table 2 3 shows medla advertlsing _
.expenses as a percentage of sales for the 10‘industry categorles
w1th the hlghest values.; Table 2- 4 shows total selllng expenses
as a percentage of sales for the 10 1ndustry categorles w1th the

highest values and- for the 10 w1th the 1owest values. All 19,9f

the 1ndustries wlth the highest medla-advertls1ng-to-sa1es

! In both cases, industry category sales are used as weights..
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ratios are consumer goods industries.! When totalpselling
expenses are examined,hfive'prodncerpgoodsz(QF,"nixed") indus& _
tries rank among the’top 10.2 | |

cOmparlson of Tables 2 3 and 2-4 indlcates the importance ofi
selllng expenses other than media advertlsing expenses for -
consumer-goods as well as for prodncer goods, Propr;etary drugsf
has. the highest value_forxmediaAadvertisingpas a percentage of
‘sales, but it is photocopying equipment'that'has~highest-value
for total sellinq.expensesjasia'percentage'oflsales; ﬁﬁroprietary
drugs' total selling‘expenSes amounted to 35'6 perceﬁt“of sales,w
‘while media advertlsing expenses only came to 20 .2 percent of
sales. Similar amounts of selllng expenses other than media
advertls1ng are found in the other consumer goods 1ndustr1es.
'among the 10 most 1ntens1vely promoted 1ndustr1es._ An examina-
tion of selling expense data in Table 2-7 shows only 8 cases 1n
which non-medla-advertis;ng selling expenses were less,than 1.

percent of sales. All of these industry categories

1 The presence of the 1ndustry category "cutlery“ on the
most-intensively-advertised list may seem surprising. . However,
the cutlery category 1ncludes razors and razor blades.

"2 ‘Based upon the U.S. Department of Commerce's 1972 Inout-Output
Tables (Washington, 1979), these producer or "mixed" goods
industries are: . (38.07) photocopylng equipment; (28.08) drugs,
proprietary; (20.27) flavoring extracts and syrups; nec.:. (35.51)
typewriters; office machines, nec.; and (35.32) calculating and
accounting machines, exc. electronic computing equipment, All
five of these industries had less ‘than 60 percent of thelr sales
go to final consumers. .
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" TABLE 2-3

Media Kdvertising'Expenses as a Percentage of Sales
for the 10 Industry Categorles Wlth the Highest Values

Industry
Category C B o : -
Number. - . Description Percent
1. 28 08 Drugs, proprietary = . 20.2°
2. 28, 09 : Perfumes, cosmetics, and =  14.6
o , - other toilet preparations - S
3. 1 20.27 -~ Flavoring extracts and .- 13.8
T : , . syrups, Nec.! R
4. - 34.03 o ‘Cutlery ' ' “ ©12.9
S¢.. .. 20.09 o .Cereal breakfast foods & 11l.4
6. . 20.10 - ' . Dog, cat, and other pet’ foods 11.0
7. . 20,25 T ADistilled liquor S 11.0.
8. 27.02 Periodicals ) 10.3
9., . .21.01 . fcigarettes - 8.8
10. . 28.10 ‘Soap and other cleanlng .. 8.0
: ‘ S _ _ preparatlons L o

1 ﬂﬁeéq:means-ﬁnot.elsewhere classified;"
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TABLE 2-4

Total Selling Expenses as a Percentage of Sales

Industry<Categories;with'themHighest»Values,

“"Nec" means "not elsewhere cla551f1ed."

18

Industry:
- Category .
> Number.. - Description. Percegtm
1. . 38.07 - -Photocopying equlpment . 53.4.
2. 28.08 Drugs, proprietary 35.6
3. .- 20.14 Bread,.. cake, and. related :-31.8,
o T products SR
4. - 28.09 Perfumes, cosmetics, and 30.5
' other toilet_preparations
5. 20.27 Flavoring. extracts and 27.9
syrups, Nec.! '
6. 20.26 Bottled and. canned soft ,
drinks 25.7
7. - 35.51 Typewrlters. offlce machlnes,'ZSLl"'
. s L - Neg.1 .. —_— : o .
8. 38.06 Ophthalmlc goods 24.4
9. 22.04 Hosiery . ' e, 2403
10. 35.32 Calculatlng and accountlng 24.0
: machines, exc. electronic '
computing equipment
Industry Categories with the Lowest Values
Industry
Category o ,
Number : Description __Percent
1. . 26.01 Pulp mills 1.1
2. 34.15 "Automotive stamplngs B N
3.7 33.08 - “Secondary. nonferrous metals 0.9 .
4, ;37412 Guided missiles, .space ' 0.6
R IR vehicles, and parts . T
Sein 00 37,09 .Ship and boat bullding and; 0.6
_ repairlng '
6. 33.05 Primary zinc : 0.4
7. : - 37.04 . Combat vehlcles, tanks 0.4
8. 33.04 Prlmary lead 0,3
9. - .33.03 Primary copper 0.2
10. - 24.01:- Logging camps. and, logging. 0.1
a o contractors.
1



l-percent;of gales. All of these industryvcategOries are
primarily producer ‘goods.! |

‘All 10 of'the least intensively promoted industry categories
listed in Table 2-4 are producer goods. Fiye‘of'the 10 aré in
the primary-metals and fabricated-metal-products 1ndustr1es.
'However, unlike media adverti51ng expenses, for which 3 1ndustry
categories had no expenditures (to the nearest tenth of a |

percent),2 there .are no- zero entries for- total selling expenses.

IiI. RESEARCH AND DEVELOPMERT
The extent of technological innovation is another character-
Aistic of industry performance that attracts frequent attention.
-One frequently used measure of innovative act1v1ty is the dollar

amount being spent on research and development (R. & D.).

1 The only case in which significant amounts of consumer goads
are included in one of these 10 industry categories is ship and

- boat building and repairing (I.C. 37.09). However, boat building
and repairing amounts to less than one quarter of total industry
category sales. : :

? Thereée are. 14 categories in which this analysis could not be
'done because of a lack of data. _

-3 The three industry categories with no media advert1s1ng

expenses are: (33. 03) primary copper; (32.05) hydraulic cement;
;and (34.02) metal barrels, drums, and pails.

19



»Tahle 2-5 shows firm-financed R. & D. as a percentage of sales
for ‘the 10 industry categories with the highest values.

In analyzing these data, it is important to realize that
significant amounts of R. & D. are. funded by the Federal
Government and by other sources outside the firm.z Averaging over
all manufacturing activities of firms that filed LB reports,
research and development financed from a firm's own funds
- amourited to 1 7 percent of sales.: The all-manufacturing average
of sales..

The effects of research not financed by the firm can be very.
significant, particularly in industry categories involving
.military items. For example, Table 2-7 shows that industry
category 37. 12 (guided missiles, space vehicles,

1 For 15 industry categories, firm-funded R. & D. amounted to.
0.1 percent of sales or less. These industries are: (20.02)
poultry dressing, poultry and egg processing; (27.04) miscel-
laneous publishing; (20.26) bottled and canned soft drinks;
- (20.03) fluid milk; (20.16) cane sugar; (37 09) ship and boat
building and repairing; (20.01) meat packing, sausages, .and other
- prepared meat products; (23.02) men's-and boys' furnishings;
(26.08) stationary, tablets, and related products; (22.04)
hosiery; (32.05) hydraulic cement; (22.05) knit ocuterwear mills;
(32.06) knit underwear mills, (32 10) concrete products. and
. (27.02) periodicals. .

20



TABLE 2-5

: Firm—financed Research and Development as a
Percentage of Sales for the 10 Industry Categories '
with the Highest Values

Industtyt

_______N__umber _ Description ==~ = Percent
1. “28 07 Drugs, ethical ' 10,
2, © 35.31 Electronic computing 8.

3 o equipment , ’
3. - 37.08 Aircraft enginee and engine . B
T S parts . -

4. S 35432 Calculating and accounting 7.

: : machines, exc. . electronic
_ E computing equipment S
5. - 38.08 Photographic equipment and 6.3
IS ; - supplies, exc. photocopying -

o , - equipment - E
6. 36.23 Semiconductors and related 6.1
o C devices »
7. - 38.07 Photocopying: equipment : 5.7
8. 38.03 Optical instruments and lenses 5.5
9. 38.01 Engineering and scientific 5.0

, _ . instruments 3

10. 36.52 Telephorie, telegraph, radio, 4.9

TV equipment
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and parts) had firm-financed research and development equal to
2.4 percent of sales. However, the Master Table shows. that "
firm-financed R. & D. of $150 8 milllon was only a small part ofs
the total.A The Federal Government paid for $2 7 billion of B
research and. $37 ) milllon was pald for by other sources.;" .
.Total R. & D. in thls 1ndustry category amounted to 46 2 percent
f-of sales‘

Federally funded research and development was also 1mportant
in other industrles. In combat vehicles and tanks (I c. 37. 04), |
federal funds paid for. R. & D. equal to 13 1l percent of sales.f
In alrcraft englnes and parts (I c. 37 08), federally funded
,research-amounted to~8 8 percent of sales._ Flrm-flnanced
R. & D. for these categories amOunted to 0.8 percent and 8. 4 E
percent of sales, espect1ve1y. Unfortunately,‘the necessity of
'suppre581ng data in order to malntaln the confldentlallty of
. individual firm data makes 1t 1mpossib1e to reveal how frequently '
'total research differs'siqnlficantly from_firm-financed:R;.&_Dt
The problem of suppressedvdata.also:precludes the’possibllltyiofh'
accurately 1dentify1ng those industry categories with the | -

’ highest and lowest research 1ntens1ties.

L Such numbers aré published for only 143 of the 239 1ndustry
categorles for whlch most data are ava1lable.
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- Other than the Line of Business data, the principal source
of information on R. & D. expenditures is the. National Science
'Foundation.» In an annual publication, Research and Developmentv
i in Industrxv NSF reports R. & D. expenditures at the 2-dig1t
Standard Industrial Classification (SIC) level of detail o
with some additional sub-divisions added._ The NSF assigns an
'entire firm to a single industry. Thus, the LB data on research
'and development provide ‘more detail and avoid most of the‘*
contamination that results from ass1gning an entire firm to a’

:single industry._

V;'lRATIO OF‘TOTAL ASSETS TO SALES
AsSetétoﬁsaleSTratios'are‘one of the commonly.used measures.
of capital intensity; _Table 2*61reports.total assets as a
'percentage of" sales for the 10 industry categories with the
ihighestfand'lowestvvalues. Thus, primary copper and- primary zinc
‘are “the two most capital—intensive industry: categories. At
Athe other eénd of the spectrum, 7. of the 10 least capital—

intensiveéindustries*areVfood~products.industries.

1 See ALBR 74, footnote 2, page 2 for a ‘discussion of the sic.
system.

L3 Case-by-case comparisons are frequently not poss1ble, since
the NSF chooses to publish total R. & D. rather than company R. &
D. when confidentiality requires the suppression of one of- the~ g
figures, while the opposite approach has been taken in this
report.
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- TABLE 2-6

Total Assets as a Percentage of Sales

Industry Categories with the Highest Values

10.

120.01

other prepared meat products

Industry
category e ‘
Number _Description Percent
1. 33.03 Primary copper 235.9°
2. 33.05 Primary zinc : 192.1
3. 20.25 - Distilled liquor 142.3
4. 26,01 " Pulp mills S 131.7
5. 34.08 ' Heating equipment exc. 118.8"
: o electric and warm air S
: _ ‘furnaces .
6. 37.09 'Ship and boat building and 116.4
, : repairing . } .
7. 32.05 ~ Cement, hydraulic ' '111.3
‘8. 33.07 Primary nonferrous metals, 104.3
' Nec.! '
9. 20.24 Wines, ‘brandy, and brandy 101.2
. ' spirits
10. 35.32 Calculating and accounting 100.3
: : machines, exc. electronic o
'computlng equipment
Industry Categories with the Lowest Values
Industry
Category - A
Number Description Percent
1. '20.02 - ‘ Dalry products, exc. fluid 35.4 .
‘ - milk. .
2. 20.12 Flour, rice, ‘and other grain 35.2
C ’ milling products )
3. . 33.08 ~ Secondary nonferrous metals 35.2
4. 37.13 - Travel trailers and campers = 33.3
‘5. - 20.02. Poultry dressing, poultry and 29.3
o o egg processing :
6. 20.11 ~ Prepared feeds and feed 29.1
: ‘ingredients for anlmals and
_ L fowls, Nec.l _
7. 20.21 ' Fats and oils 29.0 .
3 37.51 Trucks; busés - 24.9
9. 20.03 Fluid milk 22.7
Meat packing, sausages and

19.4

1

"Nec- means_"not elsewhere classified."
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Tﬁe industry data for'1977 that are pfesenteq in thé Master
Table‘of this report foer new opportunities for analyses much
more complex than‘has’been attempfed ih‘this chaptér, T@.aid in
this ﬁdfk,_analysis of certain technical characterisfiCs of the
.LB.saméie‘is helpfﬁl. This ahalysis and the Master Taﬁle of

industry data are the subjects of the next chapter.

25



TABLE 2-7.

20501
20.02

20.03
" DAIRY PRODUCTS: exc.

) g°‘0£
20.05

Z0.0Si
-20.07‘
. 20.08
- 20.09
- 20413

!0311
20.12
20.13
20514
20.15

20:15

2017
" CONFECTIONERY ?RDDUC[$»~
'CHOCOLATE AND COCOA

FITS ‘AND . OILS '

ZQ;1£
- 20.19
2021

20424
20.25
20.25

20.27

20.28

20.29
20.51

-‘ifq°1-
21.02
21.03

FLOUR, .RICE & OTHER
. MET CORN.MILLING.
~ BREADs - CAKE,  AND: RE&STEB&FKO?UCTS

CANE'

SELECTED. OPERATIQG RlIIOS-

INDﬁSTRY CATEGORIES 20.01 THROUGH 22. 03--

Ta:

' OPERAszs

INDUSTRY. CATEGORY

IHCOHE

10 fi*

_xssets o

NAJOR INDUSYRY ZB = FOOD; AND. KI#DRED PROBUETS

" MEAT: PiC&ING: $kUSAGES AND: OYHER PRE
POULTRY DRESSINGs . ?Gdtfkf AND EGG PR

FLUID MILK: |
FLHIG.&ILK:»
CANNEDISPECIALTIES: |

'Fﬂazex FRUITS," FRUIT- Juxses, AND VEG-"

FROZEN SPECIALTIES:

DTHER PRESERVED FRHIfS AND’ YEGETIBLE

CEREAL:BREAKFAST -:FOODS:

D06, CA¥5 ‘AND OTHER PET. £0OD

PKEPIREB FEEDS:% FEED- IHGREBIE&TS ‘FO
oRlIR‘ﬂIL&I“S PR
ﬁéO&IES "AND CRACKERS

SUGA%
BEET: SUGAR:

ruonacrs;-

© UINES« BRANDY. AND BRANDY SPIRITS
. DISTILLED LIQUORY :
BOTTLED. AND CANNED:SOFT DRINKS'

FLAVORING EXTRACTS AND SYRUPS, " ﬁEC-
ROASTED COFFEE

MISC. FODDS AND [IQBQEH PROB“CTS: EX

- MALTYS NtLT EE?ERAGES
l&éﬂk INDUSTRY 21 + IOS&ECO &&&UFACI“RES

‘CIGRRET?ES
CIGARS: ’

CHENING Ann snoxtns TOBALCO e

12:8

.9z
. =21.2 238

8.1 199

C19.3 49
‘za.a

1644 39

110 157
11:3.160

39.4 1
16.5. 87

18:0 - 82

1750 ?81

'3.9.223

"$3.0. 128
13;

: 3.5.225;
.;1;9;2574
19.2 50 -
22.6. 26
144 ‘ 139:

27.2

927191
7.2:205
10:.4.175.
29.7. 7
&7 AT

1&.7 130

26.5 12

2477226
3152, 5

 MAJOR INDUSTRY 22 = TEXTILE MELL: PRODUCTS

22403 -

NARROW : FABRIC . MILLS

2

0:2.233:

Rlﬁi

11%

8:¢32:

: Z -
UPERATI
“TNCDHE

T0 .
'SALES

(X)
1.8
-6a2
13l
9-‘”
4.8
6.8
1>7¢7
5«2

’ 6(0;

11.1;

11£1j
4.1

9ub
: 10-2‘
17

.1ﬂa3.

NG

RANK

=225:

238
223

169

3

105
199
167
18-5%

144‘ |

198

180

y 215
204

66

222
'102:

208
10?.

163
19:.3 6 -
228

135

84

'5233:



. MEDIA .  TOTAL  COMPARY: TOTAL TOTAL
ADVERTISING  SELLING FINANCED R&D ‘ASSETS
EXPENSE  EXPENSE’ RED. | - S
B 0 10 .. 70 70
SALES = SALES SALES = SALES - - SALES

A:(*).zﬁlﬂl €X) RANK . (X) jRAu:" (X) RANK = (%) RANK

20:01 -  De6 141 3.8 188 0.1 212 0.1 130 12:‘_239
20,02 . 1.0..91 . 2.1.212 - . 0.1 206 0.1 135 = 29.3 234
20,03 0 1.0 96 10.7 ST 0.1 209 - 0.1.137 - 22.7 238
- 20.0% S 1e7..62 9.8 80 @ 0.3 184 0.3 117 . 35.4 230

- 20405 4.t 27 10.5 69~ 0.6.137  0.6. 81 52.0.192

' 20.06 2.7 43 17:5 25 . 0.5.957. 0.5 90 . 57.1 165
20.07 3.8 30 15:9° 32 . 0.5:158 T 0.5 92 . 43.9 213 .
20.08 4.1 26  1535. 35 0.5 151 0.5 86  59<9 146
20,09 114 S5 20.4 19 1.0 109 1.0 52 ° 47.0.210
20,10 11.0 36 22.8 14 10110 1.0:° 51 667 211

ZO@}! - 06 125~ 4.2 180 0.8 122 0.8 59 29.1.2354
20.12 . 3.7 .31 11.7 56 - . 0.7 132:° 0.7 56  35.2 231
20.13 0.4 170 4.4 177 0.6 136 = - 0.6 77 73.8 69
- 20a186 2.5° 45  31.8 . 3 . 0.2.2064 - 0.2 123 35.8 228
2015 . 2.1 51 21.100150 0 0.3 186 0.3.106 - k09 217

20,15 - 0.7-123  7.0.128 . 0.1 210 0.1 140 579 157
20.17 0.1209 9.7 82 9.5 161 0.5 B3  B87.3 27
20.18 2.7, 42, 1549 33 ‘0.4 169 0.4 96 8.5 205
(20.19 0 2.4 47 13.3 &7 0.3:191 0.3 114 4941 204
20421 0.8 110 . 3.2°195:  0.3°175 - 0.3 115 29.0 236.

20026 6.6 13 14iB.- 61 - 0.2.197  0.2:119 101.2 9
20,25 11:0 7 23;8 11 03179 0.3 116 - 142.3 3
2026 = 2.9 40 25s7 &  0.1.208 0.1 §36 67.9 97
20.27 13:8 3 27.9 -5 - 0.7 134 . 0.7 70 65.2 115
20.28 24 49 15:4 36 . 0.6 146. . 0.60 76  36:0 227

6
20029 4.6 18 1922 23 0.7.127 0.7 71 55.3 174
2051 46 170 7.9 113 0.5.159 0.5 82  B1.0 45

21,01 8.8 9 16:8.-27 0.7 128 0.7 61  95.2 22
21,02 4.3 21 1532 37 0.6 14 0.6 75 = 98.9 14
21405 3.7 3z 10:9 45 0.3 185 0.3 103 903 25

22403 0.4 159 9.3 89 0.5 155 0.5 88  62.8 133

27



TABLE 2-7.:

22.06
22.05
22.06

22.07
2209
22.10
22.51

22.52

23.01

" 23.03

23.04

23.03%

ZI&O&
23.07

2402
24.03

24405

25.04
25.05

25.06
‘25458

26.01

126402
26,03

"FLOOR . CQ?E!IKG WILLS.

- TARN: ANE THRE!B MILLS
:ﬂEAVING AND FINISHING

HISCa

SELECTED . OPERATIKG .RATIOQS.

' INOUSTRY CATEGORY
4AJOR xuausrnr zz -~ FEXTILE MILL: raooucrs (cour.)

'sosrsar

KNIT . OUTERWEAR: MILLS:
KNIT . UNDERWEAR: MILLS.
KNITTING HILLSH MNEC.H

MILLS
TEXTILE GOODS -

MENTS AND 8015 SGITS INB COATS

. MEN®S AND BOYS® FURNISHINGS

HOMEN"S AND NISSES® DUTERMEAR o
HOMEN"S AND CHILDREN®S- uaneasn«esrs
EHILBIEﬁ'SfOQfERﬂEAR

HLOGGING CAHPS ﬁnﬂ'£0§GIH3 COﬁTKACTOR
"SAMMILLS: AND PLANING MILLS
 RILEWORK, PLYNOOD AND. STRUCT”RA& HE”
'HO00: BUTLDINGS  AND-MOBILE: HOMES =~
MISC.. ﬂOﬁD PRODUCTS, ISCLUBIMG~VOGB

INCLUDING CIRC.

oy APPAREL & ACCESSORIES - HATS,
WISC. FABRICATED TEXTILE PRODUCTS

INDUSTRY.CATEGORIES 22.04 THROUGH 26.03.’

Azi.

DPERATI
 IMCOME -

NG

. ASSETS

o) RANK

1021
20.2:
1442
6a®
11.4.

1049
-ftatl.
12.7

1432
19a5
14,5
12.0
0.8

:t7.0
—80.

MASOR IﬂﬁUSTkYIZb‘P'LuusfﬁéaabﬂwDOB-FRGD&GTSV

NIA
12.8
189
9;6

MAJOR INDUSTRY.25 = fuxuxtuag.aunAsxxfukesa

OFFICE FURNITURE

FUBLIC BUILDING  AND REL!TEB FU!&ITUﬁ
PARTITIONS AND FIXTURES '

RISC. FURNITURE AND FIKTﬂﬂﬁS
 HOUSEHOLD FURNI?ERE L

19:1
2.4
10:1
18.7
10.1

BAJOR IND&STRY 26 - PlEEl AND . ALLIED: 98990675

184

134
108
208

156

169

165

1364

107

47

104
130
ZSi;

80f
1 180

129*

§¢
| 48
T __1.'(

& 142
189;

51
227

183

54

1?9A

PULP. RI&LS 8.4 175
PAPER . E!LtSl EKCE?Y Sﬂlt&IﬁG-PIPER 112 151
PAPERBOARD: MILLS

28

lzqﬁ 135

. Z'. 7

 DPERATING
<o ENCOME

70

.'SKLES

(X) RANK

6.0 179 -
12:8- 46
9.3 108
_4-? 20%
6k 175

71164

 6.8:168

7-5 146

.EAJGR INDﬂSTRY 23 - APPAREL AND OTHER TEXTI&E PR@DEC‘S»-

1‘2

'11.2 68

7.7 143
Te5 148
_9&‘7232

10.7 77,

'$.7. 189

Y
8.8 18
11:1 67
153

11 S 58
1.5

229
5.9.18%.

10:8 74
&1

178

1110 67

10:9 71

ilZ.S 4T



22-0‘ 7
22.05 -
22.06 .
22.07
22.0% .

22,10
22.51

22,52

23.01

- 23.03
23.0%

23.05

. 23#05~.3
23.07

24.01 -
24,02

24.03
24a0¢
Z‘;Qi

25403

- 25.04

- 25q05

' 25.06
25.51

2601

26,02
126.03

3e

. MEDIA

ADVERTISING

EXPENSE"

10

SALES

173

7%
1.6
.1 3.
118

5.153

RANK

182

69-
3 181
s

146

81

72

88
12
438.

“6
112

2.190.
;205,
: 135

7.122-

“fe.
TOTAL

SELLING

EXPENS
- T0 .

X

2443

5.8
7.9
4.1

741

4.8
3.2
- 6.0

“Teh
Te®
9.3
15;?
.Y

.1152?
- Lae5:

2.8

4S5
4.6

1.1:

SALES

RANK

.
146
115

 S5a

. COMPANY
FINANCED

186

167
197
143

121

127 -

10

‘88 .
34

85

60
1?5_

237

220
203
176 .

169

228

0.1.2107

' 2.8.205.
k224

RED.
T0

SALES

X

- 0a1
0.1

0.1

0.3

007"

N Y 4
0.4

13

N/A

‘-0‘1
0.2
0.6

ONAA
i 0.7

" NIA

. RANK

215

217
Z'&
189
129 -

130

185

39

z:s'

199

£X)

14C
N/A :

133 0.7

- 0.3:188:
- 0.2:200:
0.2:20%:

N/A

© 0.2:193
0.2:195.

0442167

0.3:192-

0.6 145

- Qe
R ¢ Y

0.4
0.3

29

171
182.

TOTAL -

RED:
0

SALES

0.1
0.1

.01

”0.3

V.4

‘RANK .

1132
‘133
134
_ 109

A_d,7

63

§4.
102

N/A

¢ NIA

0.1
0-:
. Y
RIA

/L

NIA:
0.3
0.2
0.2
0.5

‘Nl‘?

0u3

0.6
NIA
MR

141
124
- 8¢C

85

104

127
128 -

35

12
122
100
‘1108

72.

- Ta
TOTAL
ASSETS

T0
SALES

€X) -RANK .

 59.2: 151
63.3 128
- 65.7 109
67.6 101

56@2 17@’
65.6.112

61.4 139
59.5 150

54.8. 177'

- 57.5 162

53.2:185
63.0 131

4822207

63.0 132

550 9 1735‘

. $5.6 111"

88.5 92
58.6 154
38.7 225
T6ab - 60‘

60.1 144
59.65148

© 58.3:155:

57<5.161
60.8:142.

134,7: &

f97aZ§.1?i



FABLE 2-7.:

26405
26.05

26.07

”26303_~

" 26.09

- 2611

 27.0%
" 27.02
'27-63’

27a046
27595

2705
27.08

23401

28402 °
 28.03
28.0%
28.05-

28,08
28.07
28.08

28.09

) zgdta
2811

28412

28.13

- 28a14
28.15.

28.15

SELECTED OPERATING RATIOS.

INDUSTRY CATEGORY

"INDUSTRY CATEGORIES 26.04 THROUGH 28.16.

PR

OPERATING -
" INCOME -

T0

Asssts

2w

OPERATING
INCOME

10 -
SALES

RAJOR . IﬁDUSTRY 26 < PAPER AﬁD ALLIED: PROBUE?S (Cﬂﬁf.l =

PAPER COATI&S AND GL!ZINSs:
ENVELOPES - ‘ ‘
8AGS# EXL.:- IEXIILE BIGS "

. SANITARY PAPER PRODULT ' ‘
ST&TIGNE&Y: T&BKETSI ano RELATED PRO

BORVERTED PAPER & PAPERBDARD . PROBUCT*
-PAPERBOARD CONYAINERS AND BOXES

BUILDING PAPER AND.BDARD. MILLS:

NEWSPAPERS -

: PEﬁIDDIClLS '

B300KS

MISCS Pﬁatlsnrxs

COMMERCIAL PRINTING

QAQIFGLQﬁBQSIHESS FORKS :
3&&“&300&5 AND BOGK&I“DI“G

Hl302~1ﬁ09$fkv~23 -

tuausrtxnz GASES:

INORGANIC exsnser*
INOUSTRIAL  INORGANIC. cnssxcnts, sxz.:.
PLASTICS  MATERIALS: AND- aﬁsrus .

SYNT“ETIC RUBBER

ORGtNIC FIBERS
DRUGS, ETHICAL:

DRUGS, PROPRIETARY: ‘
PERFUMES» COSMETICS, AND: otnea rotte,'
SOAP: AND OTHER. CLEANING PREPARATIONS

PAINTS: &kn ALLIEﬂ PRODUCTS.
SUM AND MOOD CHEMICALSE: -
- INDUSTRIAL: ORGANIC. casartuas. EXCeiG

FERTILIZERS

PESTICIDES: AND asaxcuataaaz casnrcang
: Exvtss:vas |

30 .

(X) &A&i

123$h1iﬁ'

11.6.154 .
13.8 114

'<:1530; ?5

11.4:158.
5.0. 216
11.2-153

HhJGR INDUSTRY 27 -~ PRINTING AND PUBLISHING

22.7 23
15:9. 1

12:0. 149
. 2%a0. 35:

13.0:126.

"-zo.e 39
2az: 9

HE”ICALS Aﬂﬁ RLLIED PROQUCTS '
.l7a3»~14:

7.8:202
!7‘2 75

11:6: 152*'

8.3.196
7.9 291-

18.7: 55

20.5: 60
20:9. 36

2‘-2 20 -
13.1 18

9.0 193
16;6} 3‘ 
.83 198

7.2 76
4.2:222

(X} RANK

115 52
S-snia‘?
4.7 202

_ 71.5 57

7.2 160
B.4 128
3.0 214-
8.0 140.

14.1 32.

17as y

16.9_ 12?

16:5; 15-
846 17%

Y4k 28

942 112
5.3 196

5.7 188

16.% 19
1427 24
11.9 54
1255, 46

 7.6/145

Ta4.154

12.9: 42

B8.3:132

1539 20



B 3_‘-., o ] fa o 5. 6. Y
N MEOIA = TOTAL COMPANY TOTAL: TOTAL.
" ADVERTISING SELLING FINANCED R&D ASSETIS
EXPENSE EXPENSE RZD
To. T 10 To . - ToO
SALES SALES SALES SALES SALES

TC%) RANK (XD RANK  (X) RANK  (X) RANK (%) RANK

2606 0.5 148 8.4 101 1.5 76 1.5 36  66.3 105
26,05 0.2.206 7.9 112 0.2 194 0.2 129 &6a4:212-
26.08 - 0.7 121 9.2 90 0.7 125 .o.? 58  40.8:218"
26407 .5 3.9 29  13.7 46 2.0 55 2.0 28 = B3.6. 34
26508 0.6127  7.012%  0.1214 01139 48 3206

26.09 0.6 129 - 11:9 55 2.7 29 _2-?A,17 t¢V73a5: 70°
26.10 0.4 164 4.5 173 0 0.5 162  NIA . 60.0. 145"
26.11 KA S.5.153.° 0.8 121 0.8 60 . 71.2:°77.

27.01. 0.9 99 8.0 108 NA NIA . 6244 136
27202 0 10:3° '8 2049 16 0.0.220 0.0 163 57:9 159

L 2T.03 "S5«7 15 19.7 21 0.5 152 0.5 34 B87.5 26

27.0% "4e2 23 1522 38 0«1 207. Dot 131  B&.S. . 32

"527.05"“ 0.2 193 - 4a6 171< 0.3 173 , 053*138 68.8 87

. 28.07 4.0 28  19.4 22 1

27,08 fc.s 218 14:1 42 . 0,9 118 0.9 55 61.8 138
27.08 © 2.9 39 11 62 0.4 172 0.4 97 62,1137

T 95a3 2%
21 B4ik "33
- 25  B3.6° 35
7946 750
20 64.4° 120

©
“
2

v

28408 . 0;3;18‘ A 3.9 186
. hab
bab

28:06° 0.3 175— 168 74

28.05. 0.3-180 178

&~ Nynwﬁ

28.05 . 1.0: 93 4.0 185 11 723 zz:
T B6l.3 29
1% 72200 73
3 71 C . 56.8:168
60 -1 n/AJ_ G 5147 1951

[

.-

28.08 20.2. 1 35.6 2
284,09 0 14:6. 2 30.5 &
- 28410 3.0:,10 18:5 24

o
v
zw?* NENN
. 8
»p»» PPN PRV

26 3.0 13 55.3.175:
T NI B2eBi 38
56 NIA T T7.6. 57
183 0.3.105. . 99.3 13
43 N/A 92420 23

28:11° 1.9 59 16:3 29
2812 0 URIA . 2.7 206
28137 0.3'179 3.0 200
2818 0.6.126 6.1 140
0.4
3.2

-y .

S VWOPO VVNONE VUaUN
w
o

- PONZWN SN

2. 198

28&16;.~ 0.2 195 87 N/A 52,2191

31



TABLE 2-7.: SELECTED DPERthﬁG RATIOS.

29.01
29.03

- 30.01
30.0¢4

30.05

30.056

'31;01

31.02

_ 31.06

32.0%
32.02

32.03
32.0%
32:05

32.06 -

32.07
32.038
32.10
3218

32.12
32:13

32.15

32.15

32.17
32:18

INDUSTRY CATEGORIES 28.17 THROUGH 32 18.

‘c'

E 2+

OPERATING  OPERATING
INCOME - INCOME
INDUSTRY CATEGORY I { 10 .
ASSETS SALES

MAJOR INDUSTRY 28 + CHEMICALS -AND ALLIED PRODUCTS (CONT.)

-

(X) RANK

MISC. CHEMICAL:PRODUCTS, EXC: EXPLOS: 17:6 59

MAJOR INDUSTRY 29 = PETROLEUM AND COAL PRODUCTS

PETROLEUM REFINING. 11.2 154
PAVING AND ROOFING MATERIALS: 3.5 4
WISC. PETROLEUN AND COAL PRODUCTS ~  ~ 14.6 101

'_'IIRES ANB IN!ER TUBES ' 11.0:158
RUBBER AND-PLASTICS H0SE AND-BELTING 12.2.145
. FABRICATED RUBBER PRDDUCTS: NEC.. -20:8: 37
MISC. PLASTICS: PRGBUE?S . " 12:8 134

RAJOR INBUSIRY 31 ~ LEATHER. ANB LEATHER PRODUCTS
LEATHEH T%ﬁN!N« lﬂﬂ FIKISHINo : }8&3 .58
FOOTWEAR, EXCEPT- RUBBER, & BDOT & SH 11.0.156
LE&THER 906931 NEC.r .~ LE#IHER GLOVE: -32.2: 3

HAJOR INDUSTRY 32 - STDNEI CLAY, ARD" GLA&S PROQUCTS

iFLAr GLASS : »‘” . C 187 56
- GEASS: ccurnrxens - _ . " 8.3:197
" PRESSED AND BLOWN GLASS, uec._-'_ 12,7137
PRODUCTS-OF PURCHASED sznss , : - 10.3.176
CEMENT, avnkAULIc _ o 10.2 177
srzucrauna CLAY PRODYCTS- A 9.8 .138
VITREOUS PLUMBING FIKTURES: -25«2. 16
PORCELAIN ELECTRICAL:SUPPLIES. 10:6- 171
CONCRETE: PRODUCTS, IsCLuarus.aaocx A 10.4 174
‘READY-HIXED COQC%ETEﬂ ' _ 4e4.220
LIHE . o } R 1354:122
C GYPSUM: PROBU»TS S 20.3 %1
ABRASIVE.PRODUCTS . ' 75.0° 17
ASBESTOS PRODUCTS : o 10.2.178
MINERAL WOOL. _ _ 29.8° 6

NONMETALLIC MINERAL PROD.,:NEC., = 6  19:7 &4

32

(X) RANK
1.2 64

5.8. 185
20.0. &

ﬂAJQR IRD&STRY 30 -~ RU&BER AND . SISC- PLASTICS PRﬁDUCISi

75150
10:6 80

7.2.161
S.& 194

16.1 18 »-‘

13.2. 38
5.4:195

- 10<4° 83

5.2:197
11.3. 63

8.0 138

13.6:. 34

8.7.121-
7.4 .151
1.8:227

13.2. 39
14.3 30

17:4. 10

6.6 172
19.6 S

15:1 23



' 3. . ‘o X ) 5. : ‘ 6- 7.
. KEDIA - - TOTAL . COMPANY- TOTAL TOTAL
ADVERTISING SELLING FINANCED  RED ASSE!’S .
EXPENSE EXPENSE R&D
10 - 0 TO | 0 - T0
SALES SALES SALES SALES _ SALES ‘

(0 RANE (X)) RANK (XD RANK () RANK (XD RAN)
28.17 - 1.0..89 8.4 100 2.5: 36 2.5 22 63.4:126

29.01  0.2:201 5.6 149 0.3.187 KA S1.7:19&
29.02 0.4 161, 4.8.164 0.2:198: . 0.2 118~ 63.5:125
29.03 NA 4.8 155 N7A . ONIA 42.5:216

30.01 2.0 S& - 7.5 120 2.0 54  N/A 677:100
30.0% 1.2 864  12:2. 52 1.7 67 N/A 71.32 75
'30.05 0.6 131 - 4.2 182 - 0.9 113 W/&  51.2.197
3006 1.0 95 7.9 114 1.7 66 1.7 31 = 65:3.114

31.01 0.1.211.  2.61208 - NIA NA 39.5° 221
31.02 1.7° 63 10.0° 75 = 0.2.205 0.2 1200  49.65203
$1.06 2.2 50 9.8 77 KA N/A 49.8:202

32.01 0.4.173,
32.02 - NIA
32.03 . 1.6 68
. 32,08 0.3 186:
32.05 0.0 224

158 1.0:107 1.0 €9  70.4- 83

 ONIA N/A . 64.6.119
162; C 0.3:178 0.3 113 50.7: 199
- 202 0.1:216 0.1 138 111 37

~Nww
]

)
nN Y
W N

133, 2.1. 50 2.1 26 | B2.0° 42
- 0e5:160 0.5 54,1180
135.~ 2.0: 58 N/A - B82.3% 39
- 170: 0.0 219: 0.0 142  71.2. 76
1209 NIA: - NIA 40,1:219

32.06 0.5.157
32.07 1.2 79.
32.08 0.3:189
32,10 0.3:174.
32:11 0.1.221

32.12 0.1 208 -

s
Q‘
b ™
~

]
- wonN®Uu QQ&QN

v 124 te.1:101 1.1 %8 97.8: 15
32.13 . Dek. 166 4 0.5.150 0.5 94  70.3: 84
32.15 - 0.6 126 <1 53 1.2. 95 1.2, &2, 89.7: 86
32.18 15 71 8.3:104 - 155 B2 - 1.5- 38 64.0% 123
32.17 1.0 94 © 5.7 148 1.2 94 1.2 &4 65:8: 108

-h
-iﬂ
O
L -]

NN Na?mm.wm

—
ib

3218 0.5 144 9.9 76: 1.6 70:  NIA 76.5¢ 61

33



TABLE 2-7.. SELECTED OPERATING RATIOS.
- INDUSTRY CATEGORIES 33.01 THROUGH 34.20.

) 1.’-: 2.‘ .
OPERATING  OPERATING

INGOME . . . INCOME

T LNUUDIKT - CATEGORY 10 B - 10 .
- R ' ASSETS . SALES

'MAJOR INDUSTRY 33 = PRINARY METAL INDUSTRIES
| | e e X)L RANK  (X)  RANK

.3:5;.01- .. BLAST FUKNACE AND BASIC STEEL FRQDUC . .0e8. 232: 0.6 231

33.02 . . IRON AND STEEL.FOUNDRIES: = - - 17:6. 700 10.1 94
33.03 . PRIMARY COPPER e _ ;Nt, - =0.7.236 -1.7. 237
33.04 . PRIMARY LEAD -~ = . . . T 2509 .13 16:6,. 13
ss;as:A:?n;nggv ZINC- o T T 0.5 235 -0.9 zss
33.06 . PRIMARY ALUMINUM:: : S 75 206 6.9 166’
33,07 . PRIMARY nonFeuaous ueraas. usc. S A4 230 1.4 230
33.08 . .SECONDARY MONFERROUS METALS = . 6.9 207 2.4 218
33.09  ALUMINUM SHEET; PLATE,: & FOIL,: EXTRU 12:6 139 8.7 123
ssa1n;xusoupfaaous astzxas AND-DRAWING CINCL 10.5 172 5.5.19%
33.11 - SONFERROUS . WIRE DRANING AND rusuzarx 9.4 190 5.5.193
33.12  NONFERROUS FDUNDRIES _ 21.5. 33 9.2 111
33.13 . MISC. PRIMARY METAL PsaouCIS ~V‘, 196 46 13.4 36
NAJOR INDUSTRY.34 = FABRICATED METAL . PRODUCTS

s;.ﬂt-.;&eraa cans : 'e o 1738 T2 7.5 149
34.02 . METAL 8ARREL>, nxuns, ana~9axes ;,“f' f2.8 133 6ok 176
344503 - CUTLERY - ‘ 34.0. 2 20.9
34.0% . HAND  AND . Enss 100LS, " sxc. nacaxuﬁ To 181 51 12.4 . 48
34‘osﬁa;aaxoﬁARe, NEC. ‘ . 19.7 45 13.5 35
34, 067£‘ENAﬁELED 1kos AND neraa sxnxtanv WAR. . 13:8 112 646170
34207 . PLUMBING FIXTURE: FITFINGS AND TRIM.C  22.1 28  15.6° 21
34.08 - MEATING EQUIPMENT, EXCi ELECTRIC. AND 9.9 137 11.8. 55
34.09 .- FABRICATED: STRUCTURAL METAL : = 10,1185 3.7; 211
34413 - METAL DOORS, SASH, FRAMES, MOLDING, 13.7. 116 7.3 158
34.1} . FABRICATED PLATE: WORK (BDILER SHOPS) 4ot 219 3.5,212_
34512, FLOUR, RICE & DTHER SRAIN MILLING PR 8.7 194 4.5 205
34213 - SCREW MACHINE PRODUCIS» BOLTS, EFCa 165 38 10:1 93,
34«16 - METAL FORGINGS, FERRDUS AND HONFERBOW 17.9. 87 9.6 103
34=1suagnurouor:v£ srauprnss S - 24.8 .18 9.9. 99
34416 . CROWNS AND: CLOSURES DRI :;' o 23.0. 22 12.1. 50
34517 ©  METAL STAMPINGS, NEC. : 18:8. 53 11.8 56
34:18. . METAL COATING, ENGRAVING/ AND ALLIED 212 34 12u1. 51 .
34.197  DRONANCE AND ACCESSORIESs EXC. VEMIC 1223143 8.0 137
3%, 2ov“yrnzv£s AND PIPE FITTINGS: EXCEPT: PLU fz 0.1%8 8.8 119



33.01
33.02
33.03

33.0%
33.05

33.06

33,07
33.08

33.09
33.190

33.11 -

33.12

33-13“'

34.01 -

34,02
- 34.03
34.06

34. 05'
5450$r

34.07

34.08 -

34.09

34.10

.3‘611
34.12

34,13
3416
34,15
34.156
34. 1? '
.3‘018 oo

34.19
34:20

3a..
HEBI&
ﬁOYERTfSIﬂG
EXPEﬁSE
10
SALES

x)

0.1 207
0.2:196 . .
0.0.223

NI&
NIA

: 0.2 197
'0.2:198
0.2 199.
041212

0;1;21&;

, Obi}Ziril
0a4k-163.
0.3.185.

© 0at1:222.
0.0.225-
12:9: &

1.8 81
1o 97

1et. 86
1.6- 64"
G§7T113

,v0’$

~V50-1:

0.5
: 0.1
N/A-

NIA
2.1 52.
0-7“119

- B8.9. 98-
0.8:106:

?Flﬁl N

ﬁjZGt_

215
0-7,.' 115
‘150,
220

’ ‘.
TOTAL

'SELLING.
 EXPENSE’

- T
SALES

§e3)
2-1j213ﬁ

5¢

"COMPANY .

RANK

| 0.2.236 -

0.4:233:

2.0:216-

. taT.222:

0.9:230:
2.2:210"
2.1-2142

k'ZA?:ZD?.
‘-1{183w

1.3:226.
241: 215~
23.2: 127

8.5 98-
 T«4-123

. 5.1:160°
9.7 81.
11342 58
1.3.227
6.2134;

. 3.2:196:

3.7:191:

7.4.122:

1.3:225.

. 1.0:229+

3.4:194-

10.6 68
$5«2:159
£.5:172:

FINANCED -
RED .
T0
SALES -

£X)

0.4 154

0.2:196.
0.6 141.
0.6 143
0.? 126.

1.0: 111*

te2. 97

0.2°203 "
0.3 181
0.4 163

. Qub. 148
0.5:-149:

_ 0.§J119,

0.9:117-
N,‘
NIA-
0.4 .170.
0-@1158_

- 0.6:139:
Te4: 85
“"’ A
Qa2

- 0q6:142:
05‘*158;

1.1:102

0.3-180. -
0.7:135_

1.0:108:

35 <

RANK

I T
202.
3.j§j235.

IOTAL :
REOD:

SALES

X

0.4 101.
NIA:
0.6. 8.

. 0eb6: 79
0.7: 62,

N/A
N7A-
0.2.126.
0.3 112~

0.4 79

NIA -

0.5 39

: 0,0 9 56»
- NFA" _

NI
QQ"4,S¥
0-§3 73:

0.5 93- .

0.6 T4
NZA

NIA-
0;3uiﬂ?;.

NIR .
NIA

. NI&:

- 1;13 &5
- NIA
Q7 87

NIA

WA

RANK

1 0.2.125,

7e
TOTAL .

_ASSETS -

T0
SALES

(X) RANK

75.9: 63
57.5- 163
842122

- 192.1 . 2

~ 92612 24
104.3 8
35.2:232.
- 68.8: 89
‘52.3 188.'

59.1.153
£2.9%

£3.3°214-
50.2: 201

. 81.3:146%:

68.2: 95.
68.4° 93

- 8841 ZQS;
118 8 5

36.4.226

- 53. 3 184

79:8° 48.
52.0:193

61245140,
-53.6-182.

39.9.220

52.9: 186
$3.0:130.

'57 1 fé?i

?3‘3 71;

215
68.2. 96



TABLE 2-7. SELECTED OPERATING.RATIOS. |
» INOUSTRY..CATEGORIES 34.21 THROUGH 35.35.

34.21

35.08 -

35.02
35.03
'35.04

,35605 .
'35 0%

35.07

35.08

35.09
35.10

35.1'7 
35.12
35.13.
35.14%
35.15

35.16

35:18

35.19
35,20
,35-;1u‘

35.22
"35i23

35.2%

55-25S

35.25

35.27

35.28

55.29
35.31
35.32

35.33
35235

 INDUSTRY .CATEGORY

.11‘

»ohéaar:u.

I!CGHE

TO
ASSE?S e

Ca-

DPERATING
INCOME -

“T0O .

SALES =

NAJOR INDUSTRY 34 + FABRICATED METALIPRODUCTS (CONT.)

arsc;‘Fnakxcnten;nertt=?xﬁoﬁefs»=Exc

(X}  RANK
5.7 92

QAJOR IRBUSYRV 35 - !A@“!NERY( EXCEPI ELECTRIC&L

IURBINES AND - TﬁRBIﬂE SENERAT&R SETS
INTERNAL  COMBUSTION ENGINES, NEC.
FARK: BACNI!ERY AND_EQUIPHENT:.
LAWN: AND - GARDEN EGUIPHE&? i

CGESYR@CTIQ“ HlCHIHE&Y AND- EJUIPEENT“

_ﬂINIﬂG nacuxnscr & EJUIF!EMT: sxc.
_ 0It FIELD ﬁACRINERY AND  EQUIPMENT.
. ELEVATORS AND NOVING" STAIRWAYS -
' COHVEYORS AND COMVEYIRG EQUIPHMENT
-'KOISTS: IHG&STRIAL CSANES' Aﬁﬂ RO&OR;

IﬂBUSTRI&L TRGﬁKSl T!iET&RS: TRAILER

 MACHINE TOOLS, MEVAL CUTTING: TYRES:
MACHINE TOOL® ACCESSORIES AND REASURIi
PFONER DRIVEN HAND TOJILS =~

!ﬁTlLUGRKING MACHINERY: ﬂEC.;* HETAL-

‘FOOB PRODUCTS HASﬂIﬁERY
., HOODMORKING MACHINERY = .
PAPER THOUSTRIES: MACHIRERY:

PRINTING.TRADES MACNINERY - =

'$PECIlL IﬁﬂﬂSTRIAL HlCﬂliERY: &EC-

PUHPS AND PUHP(“G EQﬂIP&ENT

© BALL: ANO .ROLLER BE&RI“GS

AIR AND GAS COMPRESSORS
BLOWERS AND EXHAUSY AND VEBTILATIGﬁ

 $955§ 6“‘“65!8' INDUSYRIAL RIGH SPEE:

IﬂDﬂSTR!&L P!OCESS FJRKRCES ANQ OVENr'
MECHANICAL - POWER: TRANSMISSION EQUIPM
‘GENERAL INDUSTRIAL MACHINERY.& EQUIP

ELECTRONIC .COMPUTING EQUIPMENT

. cazcs&ar:uc & ACCOUNTING- uncwxnes;”e _
-scu&ss;ann BALANCES, EXCi LABORATORY

AIR COND. & REITIMS EQUIP.:& COMMERC

36

5.3 215
15:0 74

T 1840 - 53
”,Q- 1?0’

147 99

1356 121

.11 .8 151
202 2;8

18i2 59
173073

6.9 206

1304 124
1720 - 79

7.2 17
13.2 125

13;0T127
11.2:152
22 0: 30
6a7-211

16, 22‘§0

16:8 :"Bif
- 42:6-138

13.7:119

$2:8 131
'-2056; §$=

15:0: 96-
22.1: 29

18.0. §6

19.8° 43
5.9: 213

uﬂsaiﬁ'és

1126 155

%)

’;0;

4e2:2
10:3: B
100 .
C Te3:1
10-51”

1046
-11.42'

18
11t°fn
’Q. Fo

§-0.2
10:7.
10&"-
13.1. .

9.9

;10;2“
16.6i:

5.5#
10.3u"

114

8.3

10:8.
_ 8.5'
7.1

10.7 .

11.9

12.2
19.3 -
5.9

12:9:
7.3

RANK

115:

‘100 N

134
127
11

76
53

%9

182
%3

159



 35.08
- 35.02
. 35:03
- 350§
. 35405 .

‘35,06
- 35.07 .
. 35408
35.09
35.10 -

35411

35,12
35:13

35.16
35.45

35.16 -
35.18.
- 35.19
- 35.20

35,22

' 35.23

35e2&. -
395.25

.35.28%

'35.27
" 35228
35.29:
"35.3%1
35.32

'35.3%°
35.35

3.
MEDIA

ADVERTIS

EXPENS
' ¥0

ING
E

SALES. -

¢ d
0.8

0.2
-0-1
246 -
0.4

- Db
.1'355.

RANK

107

192

"

137
3
168

169 .

142

N/R

0.8
0.
0.5
0.7
0.5

. 20

0.5

o 0.‘
2 0eS
0.5

0.3
0.4
0.6
0.7

0.5
0.4

TS B

0.5
2 - 0

0.6
1.3

'153;_
8~104

147
116
149

151

152

60
17
154
155

156

178
162
128
120

143

167

145

132
73

&
TOTAL

SELLING

EXPENS
10

£

SALES

(x)

5.9

2x3s parov
SR OP, NOOmW

“-.
@ N

ol
)
L)

2‘&0 :

‘133
6-'5

5.

COMPAN

FINANC
~ RED.

RANK

144

132

1 93
1 91

3 105

152
163 -
- 109
6 151

56

4 102

1"

2.8

T0
SALES

LX)
0.6

SN NGLas SaNEN NNOWe LaON
:wo‘uﬁmﬂw3ﬂuh#ﬂ VOOR® WO~

37

Yﬂ.

ED

RANK

147

6.
TOTAL

RED

T0

@)

NIA

Se4
A
NIA-

33
12

1.6
3.1

NIA
1.6

NIA

NIA.

v'r;i;S

"saaes

RANK

32

35

RIA

N/A

‘N/A
1.4

0.9
- NIA
MR

. NJA -
I 2«6
- NIA

1.1

CONIK
O ONIR
CNIK

NIA

R/A

w“,hv,

CONIA
. NIA
WA

39

23

18
@

19-

i
TOTAL
ASSET

T0
SALES

X)

. 5Tak

80.0
68.3
55.9
674
4 S I

78.5:

97,0
79.4
604 1
592 ¥

57.8
7955f
843
75.9

_zs;o.a
78.5

83.5
75:5

8242
63.7 -

67.8

65.9

?8;8;
65.9
83.0

710
5337
8749
97.6

'_ 100.3

85.9
53.3

S

RANK

f64:v

47
94

171

102

127



fAﬁLE 2-7.: SELECTED OPERATING RATIOS.
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TABLE 2-7.. SELECTED OPERATING RATIOS.
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CHAPTER 3.. -
INDUSTRY FINANCIAL AND STATISTICAL DATA FOR 1977

At the end of: this chapter, the aggregated data for 239
manufactpripg,industry qategories or;combinations‘of«mannex
facttring;industrypgategcrieSwand fOrjlztnonmanufactﬁringﬁt
categOrieSuare.presented in the MasterVTable.mwAsAfar~asﬂi~
confidentiality requirements- permit, the Master. Table
contains, for each industry category, aggregates .of each of.:
- the data items collected in schedule III of the 1977 LB form.
.Also, for each industry category, the number of companies
reporting a line offbusiness-in‘the category, the Standard ..
‘Industrial Classification (SIC) ‘codes, encompassed by the |
industry category, a participation ratio, a- primary product:::
specialization ratio, and a coverage«ratio are reported.

Several aspects of the reported aggregated data warrant

some. discussion.uwv

I. CONFIDENTIALITY AND DISCLOSURE AVOIDANCE
KUnder the Federal Trade Commission Improvements Actqof
1980 and the FTC's LB, confidentiality rules - for 1977 LB

| reports,1 no data may be published that would result in the

1 See Federal Trade Commlssion Improvements Act of 1980,
Public Law 96-252, as .codified, 15 U.S.C. 46 (penultimate
. paragraph) (1982), and Appendix G of this report. C
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disclosure of individual'companyrdata. The LB Program staff
has~imposed'seVera;‘requirements to implement this policy.!

-The-primary;iimitation-is the fOur—firm ruie, which may
in somevcaseS“exCeed~the nrotection;afforded%by‘the‘Bureau~of
-Census and some other agencies i no aggregates .are- published
ifor groups of fewer than four firms. In selecting»the survey
sample, the: staff- attempted‘t_o -ensure ‘that at least four
firmsfﬁouldfreportiinfeach'manufacturingTindustry?category;3
,sianfcompletely-accuratefinformation asito~whichjconpanies
'ﬁroduce.which.products~uas_not available, the"staff was not
successful in ali cases.j conseQuently,-there7are 18 manu¥=
facturing industry categories in which between one and three
Acompanies had lines of business‘

In order to utilize the information for 9 of. the 18
'categories, certaln closely related categories--at least one

of which had three or fewer lines of business--were combined.f

‘1 For a general discussion of disclosure avoidance
procedures used by several governmental agencies, see Report
on Statistical Disclosure and Disclosure-Avoidance :
Techniques, Statistical Policy Working Paper 2, Office of ,
Federal Statistical Policy and Standards, U.S. Department of -
Commerce: (U S Government Printing Office, Washington, D.C., .
1978) _ _ v

2 In its concentration ratio publication, the Bureau of the
Census does, however, impose the four-firm rule. ' _

3 No attempt was made to get at least four firms to report
in each nonmanufacturing category,- since the aim of the -
program. is to report on manufacturing act1v1t1es.
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In_some cases,-one of'the‘industry categories in the
‘combinatiOn contained four or”moreflinesfof business.,’ihe=
combinations are’ signified by a ngn in the third position of
the industry category code given in the Master Table (i. e.,
20.51 is a combination of . 20.22; and 20, 23) Eight_such
combinations-were?madeg involving a-total:ofjl7tmanufacturingﬁ
categories.*'Two aaditional combinations Nere madeftdfavoid'“:
disclosure, even though all categories‘had four or more :
entries.‘ For nine nanufacturing categories and two non-
manufacturing-categories, the staff concluded that" no,sudh‘
combinationsawerevabpropriate: therefore,vthe'financiai data
for those categories are not included in this report.:l
- Furthermore,: for two manufacturing categories, no firms
vreported. o A

The Application of the four-firm rule and other _
requirements for;preventing disclosure‘oaused the withholding@
of seleCted'data items for several industry categories;o
fWhere aggregate data are withheld to avoid possible
disclosure of individual firm data, the symbol (D) is
inserted in the table. B

II SECONDARY PRODUCT CONTAMINATION |
Under ‘the. segmentation procedure used in the 1977 1B
form, whole organizational units ot a firm were assigned to a
isingle 1ine of husiness. SOme products made in the unit

might properly be assigned to an industry category other than



the one to which therunit is. assigned. These are called
'ﬁsecondary produCts;";iProductsawhiCh1are,reportedgin their -
proper categOry.are~9primary products;91 fIn;schedulelll_of
the 1977_LB form,*coupaniesaweregasked to report data on:l977
sales, brokenfdown_by.five-digitncensusroﬁ»Manufactures’
produgtmclass-codes., With;theqeadata,,two,indexes;of_data
contamination-rthe:primary product_specializationqratio{and,
Zthe coverage:ratioﬁ-could;befcomputed-for;eachcindustryn,;;
category.x} o | |

:~Tne specialization ratio is-defined-as.the ratio-of
primary product sales to the sum. .of primary and secondary
‘product sales., Using the schedule IX data, the total sales
- for’ each 1ine of business were broken down into primary .
product sales, secondary product sales, and a residual
containing contract. work sales, goods purchased for resale,
- and miscellaneous receipts. These data were then used to
:calculate the specialization ratio for each industry
category. The . ratios for 1977 .are .found -in the Master Table
and’also:in Table 3-13, 'which displays ratios.for_report

-~ years, 1974-1977.

1 For example, if a. unit of a company sold $10-million of
‘breakfast cereal and $1 million of pet food, the unit would
be part of a line of business classified in -industry category
(I.C.) 20.09--cereal breakfast foods. Breakfast cereal would
be the primary product; pet food, which belongs 4in I.C.- ’
20.10, would be a secondary product. '
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The simple average-specialization ratio for the 239
‘manufacturing*indusyrygcategories-with data reporteq_ih the_:
Master Table is 97 percent. ?he.weightéd average,”using the
sum of primary andjéeconda:y~products fbr'ﬁéights, is also 97
perpent. Inwothgr'wdrds, 97~perdent,of the saies'repéﬁted in
an induStry category cpnsist offéctiviﬁies which‘belbng to 
it, ﬁhereas-3~pércen§ qf.thé~salés'shquld-ﬁqre properly be*
reported iﬁ other iﬁduétry.éategpries.w Table 3-1‘preéents a
'freq@enéy distfibutioh d£_ﬁhelspeciélizatién-gatibswgiven-in
the Master Table. | | .

) T§é coverage ratio is‘definednas~th§,ra£id of sales of
primary'produets report§d in thg,ihdhétry_categéfy to the
sales of ailjpréducts p:imafy to the induséyy*categcry,;\'
including those reported- in other industry categories.! This
ratio meéSﬁres‘the;eﬁtent tp5whichfan industry'categoryfs
sales data ihclude all sales of pr&ducts in the industry
dategory; For»ali.manutaq;uring industry catégoriésg‘tﬁe“
simple aVefége4¢ove:agevratiof19-92Apercent and the.weighted

average coveraae ratio is 97 p.ercent (using all sales of -

! For example, sales of pet food reported to I.C. 20.10 (the
industry category to which pet food belongs; i.e., its
primary category) are divided by the sum of these sales and
pet food sales reported as secondary products in other .
industry categories (for example, breakfast cereal foqds).
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TABLE 3-1- :

Specializatlcn Ratio' Dlstrlbution of
- Manufacturing Industry Categories

Specialization’ AR Number of Industry

____Ratio. . = - . .. Categories . _
“(percentagej -~ T T T

100 ’5

98-99 0
56-97 74
9495 79
92-93 13
90-91 5

B8-89 2
B6-87

8485

o M o -

Less than 84

“Total 239

47



products‘primary to the industry category’for'weights) 1
Table 3-2 presents a frequency distribution of the 1977
coverage ratios given in the Master Table. Theacoverage
ratios for each 1ndustry-category for all repcrt~years,
1974-197i, are presented later in this chapter 15'T551e'3-13.
“ The specialization and coverage ratios reflect secondary'
product contamination only for sales. There will be some
econtamination for the other variables as well. Whether there
is a significant relation between the degree of sales
.contamination and the degrees of contamination for other
‘variables has not been-established. Data users. should
consider these factors and be-cautious.. Special care is
necessary when the specialization ratio or the coverage ratio

1s relatively low.

III. EFFECTS OF SEGMENTAl. ACCOUNTING PRocEDUnEs
One of the more difficult'problems in line of business
reporting-is the pricing of intraconpany transfers.‘ Since
nOt all transfers‘are valued at‘market prices, and since such
prices may be difficult to determine when no: well-established

manket exists, firms were permitted to value transfers at the

-1 Note that the specialization and coverage ratios used in
this report are defined only in terms of the firms that filed
LB forms. Different ratios might have existed if the '
universe of all firms 1n the manufacturing sector had
reported. :
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TABLE 3-2

‘Coverage Ratio: bistfibutibn of
‘Manufacturing Industry Categories

Coverage - o ' Number of Industry
_Ratio _ Categories _
(perggntage) ' ‘ SRR
100 11
98-99 50
96;97 - 46
94-95, A 28
92-93 . 20—
90-91 18
88-89 13
86-87 11
84-85 7
80-83 16
74=79 10
-lesé~thap 9

Total3
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prices recorded in their books. Fitms were asked to report
both the magnitude:og_the“transfersfZitéﬁ$f3§§fiscﬁedule;
III(A), LB form (Appendiidﬁﬁjﬁand“tﬁempricingﬁprocedures;usedf

(items 52-55, schedule III(C), LB form (Appendlx B))

minimize distortions, spe01fic 1nstructions on vertical inteaf
gration were given for selected 1ndustry category pairs.‘ In
the absence of . specific directions, combined reporting was
pernitted for vertically related operations - if the majority
of_the intermediate products were used or supplied on}y
vinternally, and therefore, market prices mignt_be difﬁicult_
to ascertain. |

Transfer amounts for industry categories are reported
in columns 3, 4, and 5 of the Master Table, For the manu-
facturing lines of busineSS for which'separate data on
transfers to other lines of bus1ness could be reported in thel
Master Table, a distrlbution of such transfers (column 3) as
a percentage of total sales and transfers (columnrﬁ)‘is given
in Tahie 3-3. The simple_and weighted agerages_of,thosei,
ratiosjare‘5.3 and 5.9 percent, respectively. i(Total sales
and transfers are used for ueights.)1 |

Another way to look at transfers is to perform a tabu-
lation on a firm?byhfirm basis. ~Among the 456 firms filing
LB reports, 364 reported at least one manufacturing line of

business with transfers to ‘other lines of business/Of-the_LB

1 fThese averages are for 139 of the 239 industry categories.
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~ TABLE 3-3

Transfers to other 1B's. of the LB .
Reporting Section as. a Percentage of
. Total Sales and Transfers:
Distribution of Manufacturing Industry Categories

Transfers as a L T
Percentage of Total = = o _ Number of L

'Sales and Transfers ' Industry Catedories

0 | 0’

0.1 = 9.9 112
10.0 - 19.9 21

ee < 28 iy
30.0 - 39.9 1
40.0 - 49.9 1

50.0 - 59.9 0

60.0 = 69.9 o
:_io.d' - 79.9 0
80.0 - 89.9 o

90.0 - 100.0 o
Total | 139

Data Not Available 100
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‘ Reporting.Section. For these 364'firns,fthe simple average
of transfers to other lines of business 1s 5. 4 percent of
total sales and transfers.‘ The weighted average, using total
'sales and transfers for weights, is 8. 8 percent. _

Data are also available on transfers to the Foreign _
Section. Table 3 4 presents a distribution of transfers to::
the 'Foreign Section as a percentage of total sales and
transfers for those industry categories where data are
provided in the Master Table. The simple average of those
ratios is 2.1 percent, and the weighted average is 2.2 per-
cent. When the firm-by-firm approach is used with the
Foreign Section transfer data, the-simple average for the 3lov
firms that reported transfers to the Foreign Section is 3 0
.percent ‘and the weighted average is 3.5 percent. -

"~ In addition to reporting the magnitude of transfers,
.firms also reported information on therprocedures_they used
'in valuing transfers for each line of business. Table 3-5
'presents{distributions of the’percentage of an industry
categOry's total transfers valued-using market;prices,vcostrd
plus markup, and cost. The simple and weighted averages of

the ratios are:?

1 These averages are for 130 of the 239 industry categories.

2 fThe simple averages are for all 202, 202, and 210 industry
categories respectively. The weighted averages are for 160,
160 and 168 industry categories, respectively, since data on
total transfers could not be published for 42 categories.
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Industry Categories
. Transfers as a. o '
Percentage of Total B L Number of S
Sales and Transfers ' W
| 0 o - 25
0.1 - 9.9 i01
10.0 - 19.9 4
20,0 - 29.9 o
30,0 - 139.9 o
40.0 - 49.9 0
50.0 - 595 o
60.0 - 69.9 o
70.0 - 79. L 0
so.o - 89. 9 40" 
90.0 - 100.0 0
" Total 130
Data Not Available ib?t’:

~TABLE-3-4J

~ Transfers to the Foreign Section
as 'a Percentage of Total Sales and
Transfers:

Distribution of. Manufacturing ,
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'I‘ABLE 3-5

The Percentage of Transfers Valued
According to Three Methods: =
Distributlon of Manufacturing Industry Categories

S o ' : L . ;Cost ?1usv&“ , e
Percentage __Market Priee Markup = - Cost.

o , ,er., : 13 , . ’47
o- 20 50 . 63 105 -
20 - 40 30 37 24
40 - 60 330 36 18
60 - 80 : | T22 15 - o
80 - 100 39 _38
Total 202 202. 210"

Data Not 37 37 29
Avallable o
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Ssimple  Weighted

Average. .. _Averade

(ercent]  rPercent)
arket Price’- ’46.6‘.9 38.9
ost plus Markup 40 l _2d€45
ost | 17 4 12.4.

The weighted averages can also be viewed as the percentage
of all- transfers from manufacturing lines of business that
are valued using each of these methods. A Thus, 38 9 percent
of transfers from manufacturing lines of business were valuedz
at market price. | Ab A

The data on transfer methods may be used to calculate
the number of methods used by each firm ‘and the percentages
of transfers for the firm valued according to the varlous _
'methods._ Table 3-6 presents a summary of the methods used by
vthe 456 firms. 48 companies, for example, used both market
price and cost-plus—markup methods for valuing transfers.

An ‘alternative to counting the number of methods used
is to determine the percentage of a firm's transfers to which'
1t’applied the three methods. Table 3-7 contains a set of
distributions for the 406 firms that reported transfers.,}_

Simple and weighted averages are also given. _'

1 This occurs because total transfers are both the
denominator of the percentages being averaged and the weights
used in the .weighted average computations. _

55



TABLE 3-6

' Number of Firms Valuing Transfers :
at Market Price, Cost Plus Markup, and Cost

Number of F rms

Firms with no transfers : - S 50
Firms using only one of the. three
methods :
Value all transfers at market price 77
'~ Value all transfers -at cost plus
markup 89
Value all transfers at cost - - ._40
Subtotal - | | 206
Firms using only two of the three
: methods
Use market price and cost-plus-markup -
"~ methods 48
Use market price and cost methods 17
Use cost-plus-markup "and cost .
methods = _ _ 27
‘Subtotal _ o ez

?irmsfusing‘market price, cost-plus- -
‘markup, and cost methods 67

Firms using other methods

' Use market price and other methods - '5%t'

Use market price, cost plus markup,
S and other methods 7
Use market price, cost, and other o
: methods 2.
Use market price, cost plus markup,
_ cost, and other methods - 17
Use only other methods . 5
Use cost plus markup, cost, and other - :
" methods - 4
Use cost plus markup and other methods 1 o
Subtotal . _ : _ 41
Total : ‘ ‘ ' 456
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TABLE 3-7

The Percentage of Firm Transfers Valued

According. to Three Methods:
Distribution of LB Sample Firms

Percentage.of 25'
Total Transfers Market Price
o 166
’6;1-- 9.9 25,
10.0 - 19.9 20
20.0 - 29.9 13
30.0 - 39.9 17
40.9 - 49.9 10
50.0 - 59.9 8
 60.0 - 69.9 13
1 70.0 - 79.9 15
80.0 - 89.9 15
90.0 - 99.9 27
100 5 77
Total 406
simplelhverage'kﬁ - 38.7
Weighted Averagé.,' 49.7

Cost Plus
Markup

147

41

10

14
13
12
13
19
12
13
23

© 89

406

. 41.1

24.7

Cost

231
62
23
13
11

10

'm L b

»

40

406
17.1

10.5

- Other

365

;21

lm' o @ M N 0 O & &

406
3.0

15;2

.a Indlcates the number for that cell ‘has been comblned w1th
the cell or cells above to avoid disclosure of data for
individual companies.
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Another LB accounting problen is the. allocation of
costs or assets ‘common to multiple actiVities.‘ The 1977
lrsurvey required the reporting of both "traceable" and
""nontraceable" costs and assets. Nontraceable amOunts had
to be*allocated across'lines of business. Firms were not
_directed to use any particular procedure in making these B
hallocations. However, they were asked to prov1de a brief
description of the procedures used. .

- The fraction of cost and asset items which were not.w
:fclosely enough related to individual lines of bus1ness to be-
' con51dered traceable under the LB definitions is of sub-
stantial interest. To determine this relation for several .
;items for each 1ine of business of each firm, the values |
;reported as nontraceable in sChedule III of the LB form are
divided by the sum of that amount and the corresponding
'amount reported as - traceable in the same schedule. Tables -
3 8 and 3-9° present distributions of the ratios for manu-“.
'facturing industry categories as reported in the Master |
‘Table. They also present simple and weighted averages of . o

the nontraceablevto—total ratios for all the items.!

, It should be noted that some firms reported negative non-
traceable amounts for some asset and expense items. "~ Infor--:
mation on this occurrence is found in Tables.3-10 and 3.11.
On an industry-category. basis, . positive nontraceable amounts
‘always exceeded negative amounts, with the result that all of

' the’ fractions are pos1t1ve.i The reported values may, how--

~ever, understate the extent of problems of allocating non-
traceable items, since they may be averages . of - positive and
- negative’ values.* - .
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TABLE 3-8

ThefRétiovof:ﬁontraceable to the Sum of
- Traceable and Nontraceable, Selected
N - Expense Items: :
Distribution of Manufacturing Industry Categories .
. Media Other  General Total Selling,
Percentage  Advertising . Selling: & Admin.  General & Admin.
Nohtraceable _Experises - Expenses Expenses = | __Expenses -
Leéé”thﬁnrén o 1 0 ‘ 0

o 20 24 o o
  641 9 ;9{9; 72 65 19 o3
_10.6_4;1?{?_; ;if32;4 18 33 78
:ébinf §§;§’A ._i 8  38 -;332 , :
30.0 - 39.8 4 28 10
 ;°?9j‘f4§??~ » |
50.0 = 59.9
60.0 = $§.9 :"

70.0 - 79.9

o o 0. ® o

o

90.0 = 100 .

o

_,o 00 K O M W Wil

Totals. - ‘139 116 133 223

.;Ayailable*}*,.!loo- o123 106 - - 16

simple Average 8.7 - 6.5 . 25.1 - 14.8

Weighted Average 3.1° 5.8  24.7 - 13.5

* This average is for 136 industry categories. Data on total
media advertising expenses could not be published for the. other
three categories included in the frequency distribution and the -
simple mean. - B S Lo R

b"ﬂmhiéfgééraéé is ‘for. 113 ihdustfykcategories;, Daﬁa:oﬁ>£ot§if
other selling expenses could not be published for the other three
categoriles included inhthe frequency distribution and the simple.

mean. -

59



Percentage -
Nontraceable

The Ratio of Nontraceable to the Sum of

TABLE 3-9

Traceable and Nontraceable, Selected Asset Items:
Distribution of Manufacturing Industry Categoriesy

ALess than 0

0.1

10.0
20.0

30.0

40.0
50.0

60..0

70.0

80.0

90.0

Totals

9 9
Ai19 9,
29.9

: 39.9
49.9
59,9-
 69.9
79.9
89.9

- 100

Data Not
AVailable

_Eggipment_
1

177

o A L N
0.0 ©o-0 N O N.W

o

211

28

Simple Average - 5.8

Weighted Average 4 -2

e Accumulated L P
Gross Plant, Depreciation, Net Plant,

Property, & Depletion, ‘&. Property, & Other Total
Amortization

2.
.
169

e
o -

oo o6 o 0 N &

196

i435-

60

Equipment

1 .

0

151

39

© o0 0 0 N O w

o

Assets Assets

SR
o o
ERE 7!
39 107
49 37
o

28 3.

lo o o o W

9
5
1
2
-0

200 222

39 17

31.5 ° .14.5

34.9 14.8



As in the case of transfers, we may also consider the
firm as a unit of observation.; For each firm with more than
one line of . busineSS, the nontraceable-to-total ratio can be

computed for the various expense and asset 1tems; Tables

 3-10 and 3—11 present distributions of these ratios. lt

should be noted that these tables-are based on all of a'

S firm's lines. of business, whereas Tables 3-8 and 3-9 only

used data for manufacturing categories. B
IV. REPRESENTATIVENESS OF THE DATA: PARTICIPATION RATIOS
As noted in ALBR 74, there are several difficulties in

measuring the extent to -which the LB sample covers the

‘universe of.all dome_stic’manufacturing.activity._2 ‘The

analysis done for 1974 led to the conclusion that firns

‘included in the 1974 LB survey accounted for 44 to 52 percent

of’ sales' for between 67 and 72 percent of the gross plant |
property, equipment, and for 66 to 67 percent of net plant,_
property, and equipment for the manufacturing sector.. v
Universe‘totals were taken from standard data sources‘for_

the universe of all-manufacturing actiVities. 06verage of

. the 1977 universe should be slightly higher, since the

company sample is slightly larger.

1 There were 13 firms with only one line of business.

s

2 A R 74, pp. 65-74. .
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TABLE 3-10

“The Ratio of Nontraceable to Sum of Traceable
and Nontraceable, Selected Expernise Items:
‘Distribution of LB Sample Firms
With More ‘Than One Line of Business‘

o , S o o 's'Total Selling,
' - Media - other .--'General © . General & :
Percentage ‘Advertising Selling & Admin. Administrative

0 i, e e e
o0 282 303 108 - s 105
0.1~ 9.9 66 . 68 __52~ . a2
2.0 15 23 2577 es

20.0 ~ 29.9 12 8" . & . a0

30,0~ -39.9 10 45 | 21
40.0 - 495 - 10 12 2 13
50.0 - 59;9- T 8
60.0 = 69.9 i S
76:0 4’\j9;9 16

80.0 - 89.9

R
N U -&"-

90.0 - 99.9

v o
ot o’ T o ,#

100 . IRE - 1 b

ey

Totals . - - 423¢ 4354 443 443
Simple Average = 7.4 . 6.3 . 24.1 | 14.0

 Weighted Average . 4.6 6.5 22.3 . 13.3

s Thirteen firms had only one line of business., 5

b Indicates number for that cell has been combined with the cell
or cells above to avoid discIOSure.' :

c. Twenty firms had no media advertising expense.k
X Eight firms had no other selling expense.e’
e The data for these cells ‘were combined W1th the data in the
corresponding "o" cell because the cells contained fewer than
- four companies.
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rhe

Percentage

.Nontraceablea

less than 0
0.1 - 9.9

10.0 -..19.9

20.0 =.129.9

30.0 - "39.9

40.0 - .49.9

50.0 - 59,9

. 60.0 -: 69.9

70.0 - 79.9

- 80.0 - 89.9

90.0 - '99.9

- 100
Totals. .

Asimple .
Average

-Equipment .= Amortization

TABLE - 3-11

Gross Accumulated

Property & ‘Depletion,. &

c " ) c
121 123~
260 - . 274

39 28

137 .

b 4
4 b

0 4
b b
b b

6 5

b, b

0 0
443 443
5.7 L s.2

Weighted Average 3.7 | ‘H>3.6'e

-3 Thlrteen flrms had only one line of business.

Net.Plant,
Plant, . : Depreciation, Property,

~and -
Equipment Assets

tio -of .Nontraceable. to Sum of . Traceable
Nontraceable, ‘Selected. Asset Items:
:Pistribution.of LB Sample -Firms

With More Than One Line of Businessa

- *Other- .

TTOtalg .

> C -~y iCs
121 99 <92
245 61. 158
52 57 - 108"
9 e, .52
10 51 17 -
'~b[ .463. 8
0 18 b
‘b 14. . . 8.}
0. 8 b
6 7. b
b ;9g "brp
o _4 _o
443 443 443
6.2 - 25.0. .11.7
3.8 31.5  12.7

b Indlcates number for that cell has been combined w1th a cell
or cells above to avoid disclosure..'

< The data for these cells were combined w1th the data in the : ,
corresponding "0" cell because the: cells contained ‘fewer: than four

companies.



'InaadditiOn to overall coverage of the total manu-
facturing sector, ceverage of eaéh'SeparatewpanufaétUring
industry category is alSo impdrtant. HoweVer,!it is aif-
'fieult‘td meaSureﬂthe extent.to which the'data'presented in
th1s>report cover the universe of total activity in each
manufaeturing'category. Completely comparable industry
eategdry universe figures are notlpubliCIy available. The
mest useful'data‘in this regardxare'valuesofeshipments ‘
‘figures'pubiished by the‘Bureau of the Census_fer each four4
digit SIC product group. We define the partieipation‘ratio
-as;"aégregate LB iudustry eategory sales divided’by the value
Of‘shipments for -related four—digit productIgroups-" Value
of Shipments data for prior report years, 1974 to 1976, were
drawn from the Annual Survey of Manufactures (ASM). The .
value-of—shlpments figures for the 1977 ratios are_taken from
the 1957 CenSusfof Manufactures (COM).1 (for the relation. |
betWeen FTG'industry eategories aud four-digit’SIC.cate—
gories, see Appendix E. ) | |

- Table 3-12 prov1des a frequency distribution of the. COM—-

based partlcipation ratios for those,manufacturing industry

‘Note that in Several instances the- participatlon ratlo is
greater than 100 percent, (e.g., 29.01 has a ratio of -
133 6 percent). This occurs: prlmarily because of differences
in vertlcally integrated reportlng between COM and ALBR data
firms are allowed, under the LB reportlng instructions,
to include vertically related operatlons in some LB's whereas
to the Bureau of the Census thesée activities would be
" reported separately.
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~ TABLE 3-12

Participation Ratio: Distribution of
Manufacturing Industry Categories

Participation

Ratio

(percentage)

80 or more

60 - 79

o
50
45

40

35
‘30

20

15
10
5

59
54
49
vy
39
34

29
24

19

14
9

Total

 Number of ihdustryf

38

43

11

o
14
e
19
 19
21
16
1
"

10

239
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categories for*which data can be published~i The median’
part101pation ratio for these categories is 40 to 44 percent.
The simple average is 49 percent and ‘the weighted average is’
55 percent'1 Only 101 categories have an estimated ratio of

50 percent or more. -

Iv. - SPECIALIZA‘I‘ION, COVERAGE, AND 'UNADJUSTED “AND- ADJUSTED
' PARTICIPATION RATIOS.. 1974-1977 L .

Table 3 13 presents specialization, coverage and parti— '
cipation ratios (unadjusted and adjustedi for each industry
category for all years, 1974 through 1977. Readers should
note that specialization, coverage, and participation ratlos _
for some industrles represent corrections of data published .
in prior years, Corrected ratios have been appropriately
marked and‘footnoted. Adjusted participation ratios for the
first three report years, 1974~ 1976, were first presented in
the 1976 ALBR.' Table 3-13 presents these data again together
with the'197f'ratios. Consolidation of these different _
ratios in one table format facilitates comparison of parti—
cular. characteristics of the- LB sample for a11 four years.

In the Master Table of each ALBR for 1974 1977 the
unadjusted,participation ratio presented is defined_as,*

' R L , ﬁ RN
n LBS

(1) .- % UNAD3] = i=1 a
: | CENVS;

1 Reported sales are used as weights.
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LBS; is*defined as sales of the IB's product for'thej'th

firm in industry i, and includes service and installation
charges (SI), secondary product sales (SP) (provided they are
less than 15 percent of the total sales), goods purchased for
resale (GPR), and sales to other firms or lines of bu51nessc
of verticallyvintegrated lines (OSVI) (see instructions on .
vertical integration). CENVSiis census‘value of'shipments
in the i* industry,jwhere valuejof‘shipments isrdefined as .
Inet selling value, f'o:b.kplantd Also, CENVS; includes |
"intraindustry interplant shipments (ILLPS), whereas LB sales
does not.

Improved participation ratios can be obtained, however,
by correcting for the above definitional dlfferences between
LB sales and Census value of shipments.' The adjustment -
formulas are different for nonvertical and vertical integra-
tion 51tuations.- | a

with no vertical integration, the first adjustment
(ADJ-A) is fairly straightforward°

. I ABS; I LBS - Sp, - GPR; - SI;
(2)  ADI-A = i=1 = =1 o T
ACENVS; ~ CENVS, - IIPSi

uhere j represents onesqf n LBﬁs]in.industry i.. IIPS; equals
(Vsy/Vs) * & LBSU, where vs; is the value of shipments

o 3=1

within industry i, and vsi is the total'value of shipments

from industry 1, both obtained from the.1972,1nputeoutput



table. This definition‘assumes that all intraindustry
interplant shipments occur_within‘a firm.? o |

A second adjusted participation ratio (ADJ-B) is also
calculated. Its definition is similar to eguation (1), v
except that'secondary'product sales arenadded to the totai':
sales of their primary industry. Thus, adjusted participa-
tion ratio B will be larger on average than adjusted particl-
pation ratio A. | _ , _. | |

If some firms are vertically integrated, the adjust-

ments are more. complicated. An initial problem~1s market .
definition. For example, are major refrigerator components,
such as compressors or.condensers, considered to be part
of the.refrigerator,-orfthe compressor and.condenser;marketsv'
respectively?v Including COmpresSOrs andeondensers:in“the:'
- refrigerator market is consistent with'the;LB\market'defini-‘.-
tions.  But the Census:definition separates. tne componentsa
from refrigerators regardless of vertical ties. To make
these measures comparable, either the LB or the Census data
need to be adjusted. And furthermore,,the exact formulas for

rthe'adjusted participation ratios«differ for forward and

1 For the few cases where the input-output industry cate-
gory is more aggregated than the LB industry category,

VS, is assumed to be zero, since shipments between LB
industries would probably dominate the Vs; value.
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backward integration and for integration fron'or.into the
industry. | | | | |
For example, to obtain the adjusted participation ratio |
A (ADJ-A) in the presence of backward integration, outside '_
- sales or internal transfers of vertically integrated LB's are

added to the denominator.

ALBS;

R

(3) ~ 4_‘:ADJ—A= i=1

ACENVS, + : osVI;g;,-‘
. §=1
_»where OSVI; equals sales to outsiders (firms other than j
' or firms j not in line ior k) of integrated industry k's
product. OSVIUk is reported by the LB firms. Addition to,d
~ the denominator occurs if a firm j in industry i integrates a
production process in an upstreanm 1ndustry k (backward
vertical integration) Subtraction is necessary in a down-
stream case (forward integration)

- By contrast the adjusted participation ratio B (ADJ-B)
is developed by adjusting the numerator:.

n

: 'z "(ALBs' osvr‘,u)
(4) - °°  ADJI-B .,=_,fi~,-1._

- ACENVS
-Again, this formula reflects an "upstream" adjustment.
Additional formulas for cases involv1ng vertical integration

can be found in Ravenscraft (19.82),l

-1 pavid J. Ravenscraft "structure-Profit Relationships at
the Line of Business and Industry Level." Federal Trade
Commission Working Paper 47 (1982). S '
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"f The actual adjustments are made only on the 1975 data.
4The‘ratlo of the 1975 adjusted and unadjusted partlcipatlon
" ratio is then used as-a scallng factor for the‘1974. 1976,

Zand'l§f7 adjustments;’ Once the adjustments are made, most
?of the. 1mp1ausibly large participation ratlos disappear. Forf
example, a large part of the unadjusted partlclpatlon ratlo
;for»passenger cars (37.01) is due’ to vertical integrationfof
such industries as motor vehicle parts (37 05) The 1977T
‘;participation ratio for 37.01 is reduced from 157 3 to 81 o
ror 86 9, -using ADJ-A and ADJ-B respectlvely. Slmulta-
tneously,_the 1977 partlcipatlon ratlo for 37 05 is 1ncreased

from 21 2 to 75 4 or 84 2.

1 o, check the accuracy of the - adjusted participation
'ratios, four-firm concentration ratios were computed from.
.adjusted market-share values and .compared to the-1972 -
Census CR4 or (to account for the cases in which the FTC. LB
data do- not include the top four firms) the sum of the- market
shares - for the largest four firms in the: 'FTC sample obtained
~from the Economic¢c Information System s market—share data. 1In
only 13- industries did the LB CR4 differ by more than +/-.10
from the ' Census CR4 or EIS CR4. In most of these 13 indus-
tries, service and installation values’ were'dlfficult to
-estimate, ‘because they were included in. the_sales ‘contract.
In these cases, the ratio’ of Census CR4 (or EIS. CR4) to LB
CR4 was used as a correction factor for the'adjusted part101-
pation ratios.‘ _

The unadjusted part1c1patlon ratios for 1974 differ from
*those reported in the Master Table of the 1974 Annual Line of
_Business Report. Value of shipments by product class was not
‘used as was stated in the 1974 Report. Rather, value of
shipments by establishment was used. The data presented here
- in ‘Table 3.13 correct that problem by using value ‘of ship~ -
meénts by product class to calculate the unadjusted parti—
cipation ratio. : _
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TABLE 3-13:

INDUSTRY
CATEGORY

20.01 -

20.02

1977

‘éQJ037f

PARTICIPATION, SPECIALIZATION,

ANﬁ_COVERASE RATIOSI'1975-!977.

YEAR

1974
1975
- 1976
L1977
1974
1975

1976

1974
. 1975

1977

20.04

“20-03 ’

1978
1977

20406
;20407 -
20.08

20009

1974
1975

1976
1977
1974
1975

1975
P 1976
"1977“

1974
1976
RS °Y & SN

1974

1975,
1976
1977

1974
1975
1976
1977

Pagrxcrparxon
UNADJ

3Pab

38.3

3?.6~r
"3819

147

25«3

23.3

22.7

25.6 -

25.9
2625

”:25§2

37.1

4det

33-5 
38.5

6547
6%.3

6‘.3;
€1.0

3045

306

32.3

33.1

54a1

'53.9

5841
DAL

43.7

‘_43-?

43.5

.42 3
106.?

99,1
102.2
1035.3

ADJ-A

~73§;3'

38.7

38.0
39.3

14.6
26.2

23.2
22.5
25.7

28.1
’21'?.

2723
46
4547
4%.0
P

65.9
641

S 6d.5
62,3
2949
:2?;6
C32.3

53.8

53.6
57.8

f66 1

43.0
43.2

42.8

42. 1

: ‘03.6.
. 9).3

932

101.2 .
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ADJ-3

39.9

38.3.
35.f"
394

17.3

31.8
28.2
‘275

26(5'

27.8

275"
271

47.2
8.4

46.5

462
- T0.3

6%.3

6546
65.3

31.7

31.7

31.4
36.3

cSS.‘
55.2

595
65.9

4‘-1
446.3

439

43.2

102,67

97.1
100.2
103-2
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