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1 

I nt rod uc t ion and summa r y [ l ] 

1 The d ec l ine in the r ea l  p r o f i t a b i l i t y  o f  UK ind u s t r y  s i nce the 

e a r ly 1 9 60 s  to its ver y low leve l of r ecent year s has been wel l 

documented . Th i s  t r e nd i s  appar ent whether real pro f i tabi l i ty 

i s  mea s u r ed p r e- t ax or post- tax , a s  a rate of r et u r n  - e i ther on 

t r ad ing assets , o r  on the equ i ty s t a k e  i n  those assets - or as a 

share of pr of i t s  in income , and whether der ived f r om nat iona l 

accounts data or f rom compa n i e s '  publ i shed accounts [ see , for 

e xampl e ,  K i ng (19 7 5 ) ,  Fle mming et al . (19 7 6 ) ,  and C l ar k and W i l l iams 

(19 7 8 ) ] .  Recent wor k has shown these broad conc l u s ions to hold for 

a l im i ted number o f  h ig hl y- ag g r egated secto r s  o f  UK ind u s t r y  

[ W i l l i ams (19 7 9 ) ] .  

2 Th i s  pape r extends the se ana lyses in a numbe r o f  f r e sh d i r e c t ion s .  

F i r s t ,  i n  S ect ions 2 and 3 ,  i t  pr esents est imates o f  the p r e- t ax 

r ecor ded and r e a l  p r o f i tabi l i ty o f  t r ad ing assets , and o f  the 

equ i ty s take in those as s ets , for seventeen secto r s  of manufact u r ing 

ind u s t r y  and f ive secto r s  o f  d i s t r i b ut ion and s e r v ices ove r  the 

pe r iod 1 9 6 1-7 7 . The mate r i a l  i s  d r awn f r om the publ ished accounts 

(wh i ch h ave been adj usted for i n f lat ion in the cour se of th i s  wor k )  

of over 1 , 000 large l is ted compan i e s , a s  pr e sented in the Depar tme nt 

o f  I nd u s t r y's Bu s iness Mon i tor MA3: Company F inance . (The 

l im i t at ions of the sample for the pur poses o f  th is st udy are descr i bed 

in Append ix 3 .) Second , i n  Sect ion 4 ,  two a l t e r n a t ive t r e a tmen t s  o f  

d e fe r r ed taxat ion a r e  sugg e s ted - one , wh ich i s  o n  a 'd i sposa l  

bas i s ', mea s u r e s  the gover nment 's ' equ i t y  s t a k e ' i n  a bus i n e s s  by 

the d e fe r r ed tax wh ich w il l  be payable i f  the company should sell a l l  

o f  i t s  phys ical asset s ,  a nd t h e  othe r , wh ich is o n  a ' go i ng conce r n  

bas i s ' ,  assumes that none of th i s  tax w i l l  u l t imately be pa i d  - and 

d i s agg r eg ated e s t imates of po s t- tax r e a l  r at e s  o f  r e t u r n  to the 

[ 1 ] The au thor ack nowledg es the adv ice , g u idance and encou r ageme nt 
o f  Alas ta i r  C l ar k ,  in pa r t i c u l a r , and a lso S t ephen Coll ins , N ig e l  
Jen k i n son , Ch r i stophe r Tay lor and And r ew T h r e adgold . I nv al uable 
r es e a r c h  ass i s t ance was prov ided by Paul ine Bl and and P at r i c i a  
Dun s t e r . The Depar tment o f  I nd us t r y  wer e  cons u l t e q  i n  the cou r s e  o f  

th is wor k .  
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equ i t y  s t a ke cor r e spond i ng to these tr e a tmen t s  a r e  pr e sen ted. 

Th i r d, i n  S e c t ion 5 ,  an econome t r ic app roach for exp l a i n i ng r e a l  

pro f i ta b i l i t y  i n  t e r ms o f  cos t  inf lat i on a r y ,  cycl ical and sec u l a r  

factor s, wh ich has b e e n  app l i ed to agg regate d a t a  [ C lar k and W i l l i ams 

( 19 7 8 ) ] ,  is h e r e  extended to a number of sector s .  Four th , the 

techn ique u s ed i n  th i s  s tudy to adj ust compa n i e s ' publ i shed accoun ts 

for the e f fects o f  i n f l a t ion i s  descr i bed i n  Append ix 1 .  Det a i led 

d i s agg r eg a t ed r e s u l t s  are pub l i sh ed in Append ix 4 .  

3 I t  is conc l ud ed that the p r e-tax r e a l  pr o f i t ab i l i t y  ( both of 

t r ad i ng assets and of the equ i t y  s ta k e  i n  tho s e  asset s )  o f  UK 

indus t r i a l  sec tor s has var i ed g r e a t l y ,  more so i n  r ec e n t  yea r s  when 

some have ear ned p r e- t ax r e a l  r e t u r n s  ( on both t r ad ing assets and the 

equ i t y s t a k e )  of over 10% wh i l st othe r s have su s t a i ned losses ; and 

the downwa r d  t r end has been w idespr ead , t hough the r e  h ave been 

except ions . Rea l  r e t u r n s  to the equ i t y  st a ke have been h igher i n  

mo st, though no t a l l , secto r s  than those on t r a d i ng assets to an 

extent c h i e f ly r e flect i ng the c ur r e n t  cost c ap i t a l  gear ing o f  t r ad ing 

a s s e t s. A downwa r d  t r end i n  post- t ax r e a l  r e t u r n s  ( on the bas i s  of 

e i ther t r e a tment o f  d e f e r r ed tax ) has been common to most sector s ,  

w i th many s u s t a i n i ng losses i n  r ec e n t  year s. Th i s  pape r prov ides 

f r e s h  ev idence that the acc e l e r a t io n  of cost i n f lat ion d u r ing the 

1 9 7 0 s  - tog e t h e r  with an adh e r e nce to p r i c i ng pol ic i e s  which h ave not 

pa i d  f u l l r eg a r d  to c u r r e n t  cos t s  - has been a major factor lead ing 

to the d e p r essed leve l o f  prof i t abi l i ty in r ec e n t  yea r s .  

6 



2 

Pr e- tax r ecor ded prof i tab i l ity 

T r ad i ng assets 

4 The p r e-tax r ecorded r a te of r etur n on trad i ng ass ets [ l ]  meas ur es 

the r et ur n ( g r oss trad i ng prof its , n et of d epr ec iation at book v a l ue ) 

g e n e r ated by companies ' tr ad i ng ass ets , as va lued in the i r  bal anc e  

s he ets . [ 2 )  The r ec orded pr of i ta b i l ity of trad i ng ass ets 

of the who le Bus iness Mon itor ( BM) s ampl e  ( Ta b le A) , a fter be i ng 

br oadly stab le betwe e n  1 2 %  and 15% over the per iod 19 61 to 19 7 1 ,  

incr eased to ave r ag e  about 1 7 %  f r om 19 7 2  onwa rds . Th is meas ur e of 

pr of i ta b i l ity was g en er al ly h ighe r in d is tr ibution and s e r v i c es tha n  

i n  manufactur i ng d u r i ng the 19 60s ( ave r ag ing about 1 5  l / 2 % , compa r ed 

w i th 1 2  l/ 2 % ) , but has bee n f a i r ly s im i l a r  i n  these two br oad 

industr i a l  g r ou p ings s i nc e  19 74 ( Table B ) . 

5 Two featu r es of the est imates shown i n  Tabl e B a r e  th e d i f f e r ences 

in the l evels of , a nd tr e nd s  in , the r ec or ded r etur ns on tr ad i ng 

assets i n  d i f fe r ent industr i al sec to r s . ( Append ix 4 ,  Tab l e  l 

p r ese n ts est imates of the p r e -tax r ecorded and r e al r etur ns of al l 

s ec to r s  cov e red by th is s tud y . )  Dur i ng the four yea r s  f r om 19 7 4  to 

1 9 7 7 , the r ecorded r e tu r n  on trad i ng assets ave r aged betwe en 15 % a nd 

20% i n  twe lve of th e twe nty-two i nd u s tr i a l  sector s ,  b ut the r e tu r n  

wa s about 10% or less i n  s h i pb u i l d ing and ma r in e  eng i nee r i ng ( wh ic h 

h as s u s ta in ed los ses , even i n  r ecord ed ter ms , d ur ing a substant ial 

p a r t  of the 1 9 70s ) , v eh icles , a nd cloth i ng a nd footwe ar , b ut 2 2% i n  

e l ec tr ic al e ng ine e r ing , and r athe r h ighe r i n  l ea th e r , l eather goods 

a nd f u r . It has be en noted above tha t  the r e  ha s been a mar ked 

upward tre nd i n  the r ec or ded pr of i tab i l ity of tr ad i ng as sets i n  the 

1 9 70s , more espec i a l ly i n  man u f ac tur ing th an i n  d is tr ibu t io n  and 

[ l ]  Al l meas u r es of prof i tab i l ity ar e de f i ned in Append ix 2 .  

[ 2 ]  I t  the r efore d if fe r s  f r om a ' tr ue '  h istor ic cos t me asu r e  of th e 
pr e-tax r etur n on trad i ng ass ets ( wh ich is a by-produc t of the 
method of i nf l at io n- ad j u s tment d es c r i bed in Append ix l) to the 
extent that comp a n ies ' b a l a nc e  sh eets i nc or po r ate reval u at ions to 
f ix ed ass ets ; s ince 19 74 , the r ec orded r a te of r etur n  has been 
about 3 %  less tha n  an e s t imate of the h i s tor ic cos t r etur n on 
trad i ng ass ets among the ent i r e  BM s amp l e  of compan ies . 
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s e r v i ces ; and , w ith i n  man u f ac tu r ing , th i s  tr end has been par ticul a r ly 

prono unced i n  chem i c a l s  and a l l ied i nd ustr i e s , e lectr ical eng i n ee r i ng ,  

leath e r , l eath e r  good s and f u r , and t imbe r , f u r n itur e ,  etc . However , 

retu r ns have been on a downward t r e nd dur i ng the 1960s and 1970s , 

even i n  r ecor d ed te rms , i n  the s h i pbu i ld i ng and mar ine eng ineer ing , 

veh i c l e s , cloth ing and footwear , and m i sc e l l aneous services sector s .  

The equ i ty stake 

6 The pr e-tax r ecorded r ate of r et u r n  on the equ i ty sta k e  in tr ad i ng 

ass ets can be d e r ived f r om that on al l t r ad ing assets by: 

( i ) d ed uc t i ng net i nte r e st payments f rom the recor ded prof its 

gener ated by total trad ing a s s ets ; and 

( i i )  deducting net d ebt [ l ] f r om total t r a d i ng as sets to g ive the 

equ ity sta ke i n  those assets . 

7 The r e for e ,  for a g iven r ecor ded r eturn on tr ad i ng assets , the 

retu r n  to the equ i ty sta k e  w i l l  be h i g he r : 

( i ) for a lower nom i na l  ' impl ied ' rate of inte r est on ( net) 

debt [ 2 ] ; and 

( i i )  i f  ( i ) ho ld s ,  for a h igher le vel o f  c ap ital gear ing as 

reco r d ed i n  compa n i e s ' balance sheets . 

8 The r eco r d ed r etu r n  on the equ ity sta ke has cons i stently exceeded 

th at on trad i ng a s s ets , r e f lecting the h i g he r  r et u r n s  gener ated by 

tota l t r ad i ng a s s ets than those acc r u i ng to the debt stak e  ( Table A) . 

Retu r ns on both equ ity and on tra d i ng a s s ets r ose ove r the per iod o f  

th i s  study . Betwee n  19 6 1- 6 5  and 19 7 0-7 3 , r etur n s  on equ ity rose 

mor e  r ap i d l y  than thos e  on t r a d i ng a s s ets because o f  a sharp i nc r e a s e  

[ 1 ]  S tr ictly spea k i ng , th at part o f  n e t  d e bt w h i c h  i s  assumed to 
f in a nce tr ad ing , r ath e r  than non-tr a d i ng , a ss ets ( see page 50 , 
footnote l )  ; the c a lc u l at ion of net inte r e st payments i s  
con s i stent with th i s  tr eatmen t .  

[ 2 ]  Computed a s  net i nte r e st payments a s  a percentage o f  net debt . 

8 

The ' impl i ed ' r ate o f  i nte r est on net d ebt has exceeded that on 
g ro s s  debt - i nter est on s ho r t-term and long-te rm debt, and 
pr e f e r ence sh a r e  payments as a pe r centage of the cor r e spond i ng 
mid-year stoc k s  o f  debt ( T ab l e  A) - l a r g e l y  because r ate s o f  
i n te r e st o n  bank advanc e s  exceed those o n  bank d epos its , and 
compa n i e s  typ i c a l l y  hold some ( non- inte r e st- be a r i n g )  cash 
ba l a nc e s . The r ema inder o f  th i s  pape r  concentr ates on the mor e  
fam i l i a r  concept o f  the ' impl ied ' r ate o f  inte r e st o n  g r o s s  debt. 



Table A 

The r elationsh ip between the r ecorded prof i tab i l i ty of tr ad i ng ass ets 
and of the equ i ty s ta ke: the e nt i r e  BM s ample 

Per ce nt 

Pr of i tab i l ity: 
r ecor ded 

Tr ad i ng Equ i ty 
assets 

1 9 6 1 - 6 5  1 3 . 8  1 6 . 5  

19 6 6 -6 9 1 3 . 6  1 6 . 8  

19 70- 7 3  15 . 1  19 . 2  

1 9 74 - 7 7  17 . 2  20 . 3  

' Impl ied ' 
r ate of 

On g r os s  
debt 

5 . 4 

6 . 9  

7 . 7 

10 . 4  

n om i na l  
i nte r es t  

On net 
debt 

6 . 3  

7 . 4  

8 . 5  

11 . 5  

ea p i  tal gear ing : 
r e corded 

22 . 2  

28 . 1  

3 2 . 0  

29 . 1  

i n  compa n ie s ' r ecorde d  cap i ta l  g e a r i ng ,  wh ich more tha n of fset the 

e f f ec t  of a g r eater i nc r ease in nom i na l  r e tu r ns on deb t  than on 

tr ad i ng ass ets . Betwe en 19 70- 7 3  a nd 1 9 7 4 - 7 7 , r etur ns on equ ity r ose 

less th an thos e on trad i ng ass ets as nom i nal r e tu r ns on debt ros e  and 

r ec o r ded capi tal ge a r i ng f e l l .  

9 The patte r n  i n  mos t secto r s  is s im i l ar . In the veh ic les i nd ustr y ,  

howeve r ,  th e r e co r d ed r etur n of the equ i ty stake was lowe r than that 

o f  tr ad i ng ass ets in par t of the 1 9 70s as tra d i ng ass ets ge ner ated a 

lowe r r eco r d ed r etur n than the ( pr io r )  n om i na l  c l a im of the d eb t  

s take ; i nd eed , i n  19 75 the equ ity stake s usta i ned lo sses ( i n  r ecord ed 

terms ) a t  the r ate of 8 1/ 2 %  a l thoug h tr ad i ng ass ets , as a whole , 

we r e  g e n e r a t i ng a modes t  ( r ecor d ed )  p r of i t .  The r ec o rded r etur ns to 

e q u ity show a g re ater deg r ee of s ec to r a l  var iab i l ity th an those to 

t r ad i ng ass ets ( Ta b l e  B ) , r e fl ect ing the r el ative i nv a r i ance of th e 

n om i na l  r etu r ns acc r u i ng to debt betwe e n  secto r s  ( Table C) • 

The s ec to r a l  v a r ia tion may par tly r ef l ec t i n f l u e nc es s uc h  as r is k ,  

but d i f f e r ences i n  the s tr uctur e and ag e compo s it ion of debt, in 

con j unct ion w i th the upwa rd tre nd i n  nomi nal inte r es t  r ates d u r i ng 

the 19 60s and 19 70s , s e em also to be impo r ta n t .  

10 Ther e has , howev e r , been a g r eat d e a l  mor e  s ec to r al v a r iat ion i n  

both tr ends , a nd lev e ls , o f  r ecorded c ap ital g e a r i ng  than in the 

' impl i ed ' i nte r es t  r ates on debt ( Ta b le D ;  Append ix 4 ,  Tab l e  2 

pr ov id es e s t imates of r ec o r ded and r e pl acement cost c ap i tal g e a r i ng 

f o r  al l secto r s ) .  Two ex ampl es i l lu st r a te the e f f ects of th e s e  

9 



Tabl e  B 

P r e - tax r ecorded prof i tab i l i t y  of t r ad ing assets and of the equ i ty 
s ta ke i n  i l l us t r at ive s ec tor s 

Pe r c e n t  

Man u f ac tur i ng 

Tot a l  o f  wh ich : 

Tobacco Elec tr ical Veh ic les 
enginee r ing 

Trad i ng Equ it y  Tr ad i ng Equ i ty Tr ad i ng Equ i ty Tr ad ing Equ it y  
ass e ts assets assets assets 

1 9 6 1- 6 5  1 3 . 1  1 5 . 5 1 3 . 2  19 . 1  1 3 . 5  1 6 . 2  1 2 . 2  14 . 3  

1 9 6 6 -6 9 12 . 3 1 5 . 0  1 4 . 8 1 9 . 3 1 3 . 1  16 . 6  11 . 8 14 . 3  

1 9  70- 7 3  1 4 . 3 18 . 1  :7 . 8  2 6 . 4  17 . 8  2 2 . 0  9 . 8  10.8 

1 9 74 - 7 7  17 . 2  2 0 . 2 2 0 . 6 2 8 . 7  2 2 . 0  2 4 . 1  8 . 9 5 . 1  

Manu f ac tu r ing ( con t i nued ) D is tr ibut ion and s e r v ices 

Total of wh ich : 

Br icks , po tte r y ,  M i s c e l l an eous 
glass , cemen t ,  e tc .  s e r v ices 

Tr ad i ng Eq u i t y  Tr ad ing F..q u i t y  Tr ad ing Eq u i t y  
a s s e ts assets a s s e ts 

1 9 6 1 - 6 5 1 7 . 6  19 . 8  16 . 3 19 . 3 16 . 6 20 . 9  

1 9 6 6-6 9 14 . 1  16 . 6  1 5 . 1  18 . 3  14 . 4 18 . 7  

1 9 70 - 7 3  1 6 . 4  2 0 . 5 1 7 . 4  2 2 . 5 1 3 . 9  18 . 9 

1 9 74 - 7 7  1 5 . 0  1 6 . 7  17 . 2  2 0 . 4 1 3 . 5  16 . 6  

Tab le C 

' Impl ied ' nom in a l  r a tes o f  i n t e r es t  on gross debt i n  i l l us t r a t ive 
s ec tor s 

Pe r cen t 

Man u f ac t u r ing D i s t r ibut ion and s e r v ices 

of wh ich : of wh ic h : 
Br ic k s , 

El ec- po t te r y ,  
tr ical glass , 

eng i n- ceme n t , Mi sc e ll aneous 

Tot a l  Tobacco eer ing veh i c l es e tc . Tot a l  s e r v ices 

1 9 6 1 - 6 5  5 . 4  4 . 4  5 . 5  5 . 5  5 . 2  6 . 0  5 . 1  

1 9 6 6 -6 9  6 . 9 5 . 4 6 . 3 7 . 3 7 . 1  7 . 8  6 . 9  

1 9 70- 7 3  7 . 6 6 . 1  7 . 4  8 . 3  7 . 7 8 . 2  7 . 4  

1 9  74 - 7 7  1 0 . 3 9 . 9 9 . 9  1 4 . 7  10 . 1  10 . 6 1 0 . 2 

1 0  



Table D 

Recorded cap i tal gear i ng i n  i l l us t r a t ive sectors 

Per cent 

Man u f ac t ur ing D is t r ibut ion and s e r v ices 
of wh ich : of wh ich : 

Br ic ks , 
El ec- po tte r y , 
tr ical g lass , 
e ng i n- c ement , M i sc e l l aneous 

Total Tobacco eer i ng Veh ic les e tc . Tot al s e r v ices 

1 9 6 1 - 6 5  2 2 . 4  3 8 . 5  2 4 . 4  20 . 9  1 3 . 2  2 1 . 0  2 6 . 3  

1 9 6 6- 69 2 8 . 3  29 . 0  30 . 2  2 9 . 8  23 . 5  2 6  .o 3 2 . 7  

1 9 70- 7 3  3 2 . 2  3 8 . 0  2 6 . 9  3 3 . 9  2 8 . 8  3 1 . 2  3 9 . 4  

1 9 74 -7 7  2 8 . 7  4 1 . 6  1 4 . 2  3 8 . 0  22 . 8  2 9 . 6  4 5 . 0  

d i f f e r ences on the r e l a t ionsh ip betwe e n  th e r e co r d ed prof i ta b i l i t y  of 

t r a d i ng ass ets and of the equ ity s t ak e .  Fo r i ns tanc e , i n  1 9 7 4 - 7 7 , 

t h e  r e co r d ed r etur n on equ i t y  ( 1 6  1/ 2 %  i n  both m iscell aneous s er v i ces 

a nd br ic ks , potter y ,  g las s ,  c eme n t , etc . )  e xceeded that on t r ad i ng 

a s s e ts by 3 %  i n  th e former ( i n wh ich r ecor ded c ap i tal g ear i ng was 

4 5 % ) , compa r ed w i th 1 1/ 2 %  in the l at t e r  ( in wh ich gear i ng was under 

2 3 % )  • To il lus tr ate th e imp act of chang es i n  r e co r d ed cap it a l  

g e a r i ng , the r ecor ded r e t u r n  on equ i t y  in man u f ac tu r ing i ndus tr y 

exceeded th at on t r ad i ng assets by 2 1 / 2 %  o r  mo r e  in e ac h  ye ar f r om 

1 9 70 to 1 9 7 7 ( when c ap ital g e a r i ng fell f rom 3 3 %  to 2 5 % ) , b u t  the 

d i f f e r en t i al fel l f r om ove r 4% to 1 %  i n  el ec t r ical e ng i neer i ng ( in 

wh ich g ea r i ng f e l l  f r om 3 3 %  to 7 % ) . 
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3 

P r e- tax r eal pro f i t ab i l i ty 

Tr ad i ng assets 

ll At a t ime of s ta b l e  pr ice s , h is tor ic cos t account ing convent ions 

y i e ld the pro f i t  g e n e r a ted by th e bus iness af ter pr ov is ion for the 

ma int enance of i ts t r ad i ng ass ets . Pr of i ts s hown in comp an ies ' 

publ i s h ed accoun ts hav e  typ ical l y , d u r ing the per iod of t h i s  s t ud y , 

been clo s e  to the s e  h is to r ic cos t me as u r es ( s ee pag e 7 ,  footnote 2 )  

even tho ug h , i n  a pe r i od o f  r i s i ng p r ices ( mor e par t ic u l a r l y  if the 

pace is r ap id and s us ta ined ) , they do not ma ke adequa te prov i s ion for 

the ma in t enance of the r ea l  value of tr ad ing ass ets . Acco r d ing ly ,  

the cal cul at ion of a pr e- t ax r e al r ate of r et u r n on t r a d i ng ass e t s  

f rom i t s  r e co r d ed cou n t e r p a r t involv es: 

( i ) the fol low ing deduc t ions f r om r ecor d ed prof i ts : 

( a )  s to c k  appr e c i a t ion [ r ef e r r ed to as t he ' cos t-of-s a l es 

adjus tmen t '  i n  th e cur r e n t  cos t ac count ing s tanda r d ,  SSAP 1 6 , 

pub l i s hed by th e I ns t i t u t e  of Ch ar t e r ed Acco un t ants in 

Eng l and and Wa l es ( 1 9 80) ] �  

( b )  a depr ec i a t io n  ad j us tment ( that is , on to a cur r en t  cos t  

bas is ) ; a nd 

( c )  a mo netary wo r k i ng cap i ta l  ad j u s tm e n t  ( wh ich i s  appl ied 

to the net t r ad e  cr ed i t ext end ed to , or by , a bus iness ) ; and 

( i i ) t he r ev a l u a t i on of t r a d i ng ass ets on to a cur r en t  co s t  bas is . 

1 2  The d er iv a t ion of the s e  cur r en t  co s t  adj u s tmen ts is des c r ibed in 

Append ix 1. Th e adjus tmen ts have bee n appl i ed to each ind u s t r i a l  

s ector , as a whol e , and not to ind iv idual compan i es . [ l ]  

1 3  Th e p r e - t ax r ea l  pr of i t abi l it y  of the t r a d i ng ass ets of the e n t i r e  

BM s amp l e  exceeded 10% i n  the 1 9 6 0s . Th roughout t h i s  pe r iod , the 

[ 1 ] Th e r es ul ts for th e br oad indus tr i a l  g r oup ings (of manuf ac tu r ing , 

d i s t r ibu t i on and s e r v i ces , and of manu fac tur i ng )  a r e  not obta in ed 

as an agg r eg a t io n  of the s ec to r s  p r es e n ted in th is pap e r ; i n  

r ec e n t  ye a r s , sepa r a t e  g ro up i ng s  o f  d iv e r s i f i ed comp an i es , and o f  

p r ope r ty compan ies , have b e e n  pu b l i sh ed wh ic h a r e  no t cove r ed by 

th i s  s t udy . Howev e r , a s ig n i f icant incons is tency be tween the 

b road er g ro u p i ng s  and the ind i v idu al s ec tor s  p r e s e n ted in t h i s  

pa pe r is n o t  th er eby c r e at ed . 
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r e tur n was r ather lowe r ( aver ag i ng about 10% ) , and show i ng a mor e 

mar ked downward t r e nd ,  i n  manuf ac tur i ng than in d i s t r ibut ion and 

serv ices ( i n wh ich the r at e  of r e tur n av e r ag ed 13 l/ 2 % ) . Re al 

pr o f i tab i l it y  d e c l ined sharpl y in bot h  industr i a l  g r oup i ngs be tween 

1 9 7 2  and 19 7 5 ,  t ho ugh r a ther mor e sh a r pl y  i n  manuf ac t ur i ng ,  to 

j u st 2 %  ( Ch ar t  A) . Th e r ecov e r y  in the r ea l  r e t u r n s ince 19 7 5  w a s  

mor e  prono unced i n  manuf ac tur ing ind u s t r y ,  i n  wh ich t he r at e  ro se to 

6 % .  A f r amewo r k  wi th i n  wh ich the se t r e nd s  c an be anal ysed , a t  bo th 

the ag g regate and sec to r al l ev e l , i s  pr esented in Sect i on 5 .  Th i s  

a n al y s i s  s uggests tha t t h e  sh ar p dec l ine i n  r ea l  pr o f i t ab i l i ty i n  

the mid- l 9 70s can b e  att r ibuted l ar g e l y  to the acc e l e r a t ion o f  co st 

pr e s s ur e s , [ l ]  and , to a l es se r  ex ten t ,  to f al l ing capac it y ut i l i s at io n .  

Th e impact of the cur r e n t  cost ad j u stme n t s  i n  r ed uc ing r e al , as 

compared w i th r eco rded , pr o f i tabi l it y  has been mor e  pr ono unc ed i n  

man u f ac t ur ing industr y than i n  d i s t r i b u t i on and ser v ices ( Ch ar t A) ; 

i n  19 7 5 ,  for ins t ance , whe n  the pr e- t ax r ec orded r e t u r n on tr ad i ng 

a s s e t s  wa s roug h l y  the same in both se c to r s ,  t he r ea l  r e t ur n was 2 %  

i n  man u f ac t ur i ng but 7 3 / 4 % i n  d i str i b u t i on and ser v i c e s .  

1 4  Th e downward t r e nd i n  the r e al prof i tab i l it y  of t r ad i ng as sets 

at the agg r eg a te l ev e l  is par al l e l ed i n  most sec to r s  ( Tabl e E ) ; 

f o r  in st ance , the r e a l  re tur n at l east h a l ved i n  four teen o f  the 

twe nty- two sec to r s  betwe e n  19 6 1 - 6 5  and 19 7 4 -77 . Th e fa l l  ove r 

t h i s pe r iod was par t ic u l a r l y  s h a r p  ( about 10% o r  mor e )  i n  ve h ic l es , 

metal goods not e l sewh e r e  spec i f i ed , c loth ing and footwe ar , and 

br ic k s ,  po tt e r y ,  g la s s ,  c emen t ,  e t c . I n  two secto r s  ( e l ec tr i c a l  

e ng i ne e r ing , and l eathe r , l eather goods a n d  f u r ) , however , t he r e a l  

r et ur n  o n  t r ad i ng ass e t s  was ,  i n  gener al , h ig h e r  dur i ng th e 19 7 0s 

t ha n  th e 19 60s . A s h ar p f a l l  i n  r ea l  pr o f i t ab i l it y  i n  the m id- l9 70s 

has been obser ved in all sec to r s  ( except l eathe r , l eather goods and 

f ur ) , thoug h  i t s  t im ing se ems to h av e  var i ed depen d i ng on t he 

i nc id enc e o f  co st i nf l at ion and cyc l ic al f ac tor s ( Ap pe nd ix 4 ,  Tabl e 4 ) . 

1 5  A l ar g e  el ement o f  in ter- secto r a l  var iab i l it y  in the r e a l  

pr of i tabi l it y  of t r ad i ng asse ts h as per s i sted thr oug hout the 1 9 60s 

[ l ] These ef fec ts we r e ,  d oubt l es s ,  ex ac e r b ated by pr ice con tr o l s  
fo r wh ich n o  exp l ic i t  a l l owance has bee n mad e i n  th i s  an al y t ic 
f r amewo r k . 
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C h a r t A 

P r e- t ax r ecor ded and r e a l  prof i t abi l i ty o f  t r ad i ng asset s : 
man u f ac t u r i ng ,  and d i st r i but i on and serv ices 

R ecorded 
,, 

Distribution and services// 
............ . / --- " 

'-._/,__..../ 

Manufacturing 

Real Distribution and s ervices 
_........-... ____ - �  
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1962 64 66 68 70 72 74 76 

20 

15 

10 

15 

10 



and 1 9 70s ( Table E ) . I n  the yea r s  1 9 7 4- 7 7  ( when th e r e al r a te of 

r e t u r n  on trad i ng ass ets ave r ag ed about 5 %  for the ent i r e  sampl e ) , a 

r et ur n  of 3 %  to 7 %  was ear ned in j u s t  te n of the twen ty- two secto r s . 

Table E 

P r e- tax r eal prof i tab i l i ty of t r ad i ng assets i n  i l l u s t r a t ive s ec to r s  

Pe r cent 

Man u f actur i ng D is t r i bu t ion and s e r v ices 

of wh ich : of wh ich : 
Br ic ks , 

E l ec - po t te r y ,  
tr i c a l  g l ass , 
eng i n- cemen t ,  M i sc e l laneous 

Total Tobacco e e r ing Veh icles e tc .  Tot a l  s e r v ices 

1 9 6 1 - 6 5  1 0 . 3  1 0 . 3 9 . 8  1 2 . 6  1 4 . 8  1 3 . 9  1 1 . 2  

1 9 66 -6 9  9 . 2  1 1 . 0 9 . 2  1 0 . 6  1 1 . 8  1 2 . 9  1 1 . 2  

1 9 70- 7 3  7 . 3  1 3 . 7  1 1 . 3  4 . 4  10 . 1  1 2 . 1  9 . 3  

1 9 74 - 7 7  3 . 7  7 . 2  8 . 9  - 5 . 1  3 . 3  7 . 7  5 . 2  

Th r e e  sector s ( me t al man u f ac tur e ,  sh ipbu i ld i ng and ma r ine eng i nee r i ng ,  

and veh ic les ) s us ta ined r eal losses i n  1 9 7 4- 7 7  as a who le ; and ot her 

sectors ( notably text i l e s )  h av e  s us t a i n ed r e al los s es in some recent 

ye a r s . Howev e r , th e r e al r e t ur n  on t rad i ng ass ets was 10% i n  r e t a i l  

d i s t r i b u t ion i n  1 9 7 4 - 7 7 ,  and h ig h e r  i n  leather , l ea ther goods and 

f ur . 

The equ i t y  s take 

16  Th e p r e- tax r eal r a te of r et u r n on the equ i ty s t ak e  i n  t r ad i ng 

asse ts can be der ived f r om i ts r ecor ded count e r pa r t by : 

( i ) ma k i ng the cur r en t  co s t  adj us tments for s tock app r e c i a t ion ,  

depr ec i a t ion ( and , cons i s tently , r evalu ing th e equ i t y  s t ak e  i n  

t r a d i ng ass e t s )  and mon e t a r y  wor k i ng c ap i t al ; and 

( i i )  c r e d i t ing to equ i t y  pr of i ts the g e a r i ng g a i n  ar is i ng f r om th e 

er os ion of the r ea l  value of th e debt s ta ke i n  thos e as sets a t  

a t ime of inf l at ion . ( Th is may , a l t e r n a t iv e ly , b e  r e g a r ded 

as that par t of the nom i na l  in t e r e s t  cha r g e  wh ich r ep r es en t s  

an ear ly r e payment o f  cap i tal . )  
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17 Two g e a r i ng adj u s tmen ts w i t h  d i f f e r ent conceptual bas es have been 

advoc ated in the accoun t ing l i ter atur e ,  and th ey ar e r e f e r r ed to as 

the ' na t u r al ' and S SAP 16 adj u s tments . [ !] Th e ' na t u r al ' g ear i ng 

adj us tment cr e d i ts to equ i ty pr of i ts the who le of the accr ued ga i n  

to t h e  equ i t y  s t ake ar is ing fr om t h e  d ec l i n e  i n  t h e  r ea l  va lue 

of d eb t .  On the other hand , the S SAP 1 6  gear ing ad j us tmen t ,  i n  

acco r d ance w i th accepted accou n t i ng conve n t i ons , r equ i r es tha t on ly 

r ea l i s ed gear ing ga i ns be c r ed i t ed to pr of i ts .  I t  i s  calcul ated as 

the g e a r ed ( i . e .  d e bt- f i n anced) por t ions of s tock appr ec i a t io n  and 

of the adj u s tments for depr ec i a t ion and monet ar y wor k ing cap i tal . [ 2 ]  

( a )  ' Na t u r al ' gear ing adj us tme n t  

18 The pr e-tax r ea l  ' nat ur a l ' r et ur n  on the equ i t y  s t a k e  i n  t r ad i ng 

ass e t s  of the ent i r e  s ampl e fluctuated betwe en 1 2  1 / 2 %  and 1 6 %  

d u r ing 1 9 6 1 - 7 3 , and then fe l l  sharply to ave r ag e  abou t 9 %  f r om 

19 74 onwa r ds . Th roug hout t h i s  per iod , r eal ' na tu r al ' equ i ty 

p r of i tab i l it y  was lowe r i n  man u f ac tur ing ( in wh ich the r e  was also 

ev i d ence of a downwa rd t r e nd i n  the 1 9 60s and ea r ly 1 9 70s ) t han in 

d i s t r i bu t io n  and serv i ces ( Ch a r t B ) . In the per iod 1 9 74 - 7 7 , t h i s  

meas u r e o f  the r ea l  r e tu r n  on equ i t y  ave r ag ed 7 1 / 2 %  i n  ma nuf ac tur ing , 

compared w i th 13 % i n  d is t r ibu t i on and ser v i ces . The r ecorded and 

r ea l  ' nat ur al ' pr of i t ab i l i t y  of the equ i t y  s t a k e  h av e  d iv erg ed 

i n cr eas i ng ly in r ecent ye a r s  ( Ch a r t B) . 

19 Th e r ea l  ' nat ur al ' r et ur n  on the equ i ty of the ent i r e  sampl e of 

compan i es has e xc eeded th at on t r ad i ng ass ets th r o ug h out the 1 9 60s 

and 1 9 70s . Clar k and W i l l i ams ( 19 78 )  s ta ted th a t : 

"the r et ur n  to equ i ty [ w i th a ' natur al ' g ea r ing adj u s tmen t ]  

wi l l  ' no rma lly ' b e  h ig h e r  th an tha t to tot al t r ad i ng ass ets by 

[ 1 ] The S S AP 16 gear ing ad j us tment i s  ident ic al to the ED2 4 ad j u s tment 
[ Accou n t i ng St and a r ds Comm i tt ee ( 1 9 7 9 ) ] s hown i n  W i ll iams ( 1 9 7 9 ) . 

[ 2 ] S SAP 1 6  doe s  no t p r ov i d e  for any ad j u s tment whe r e  the r e  is 

1 6  

an e xc es s  of mone t a r y  as s e ts over monet ar y l ia b i l it ies ( tha t 
i s , wher e  cap i t al g ea r i ng i s  neg a t iv e ,  as h as bee n the case 
in s h ipbu i ld ing and ma r in e  eng i n ee r i ng in th e yea r s  1 9 7 3 - 7 7  
and i n  some e ar l i e r  year s ,  s ee Appe nd i x  4 ,  Tabl e 2 ) . Th e 
S S AP 1 6  g ea r i ng adj us tment of each indus tr i a l  sector i s  
c a l cu l a t ed b y  r e f e r ence t o  i ts c ap i tal g e a r i ng and does no t ,  
th e r e f or e , t a ke acc o u n t  of any ind i v idu a l  comp a n i e s  i n  tha t 
sector wh i ch hold n e t  mon e t ar y as s e ts ; i n  s uc h  c ir cums tances , 
t h e  S SAP 1 6  adj u stme n t  ha s been und er s t at ed . 



a factor r ef lect i ng agg r eg a te cap i tal gear i ng [ at r ep l ac eme n t  

cos t ] ; but tha t th is r el a t ions h ip wil l be mod i f i ed whenev e r  

r eal in te r es t  r at es chang e - t h e  d if f e r en t i al in favour of t h e  

r e t u r n  t o  equ i t y  r i s i ng when r ea l  in ter e s t  r at es f al l . " [ l ] 

20 The r eal ' natur al ' r etu r n  on equ ity of the BM s a mple was 

comp ar at ively s t ab l e  dur i ng the 1 9 60s and ea r ly 1 9 70s , at a t ime 

wh en the r etur n  on t r a d i ng ass ets was show i ng a clear downwa r d  

t r end , pr i nc ipally because of an i nc r e as e  i n  cur r en t  cos t  c ap ita l 

g e a r i ng ( 2 1 %  i n  1 9 6 1 - 6 5  to 2 8  l/ 2 %  i n  1 9 70- 7 3 )  , thoug h a ls o  because 

r ea l  in te r e s t  r at es wer e  f a l l i ng ( Ch a r t C )  • Th e r ea l  r e t u r n  on 

equ i t y  fe l l  sha rply b e tween 1 9 73 and 1 9 7 5 , but by l es s  than tha t on 

t r ad ing ass ets as a cor o l l a r y  of the s ha rp f al l  in r ea l  in t e r es t  

r a tes ; f o r  in s tanc e ,  the r e al r at e  o f  i n t e r e s t  on ' f loat ing- r ate ' 

bank bor rowing fe l l  to minus 1 2  l/ 2 %  in 1 9 7 5 . Reduced c ap i t a l  

g e a r ing a n d  a sharp r is e  in r ea l  in ter e s t  r at e s  betwe e n  1 9 7 5  and 1 9 7 7  

comb in ed  t o  d ep r es s  r e al ' natur al ' equ i ty r et ur ns eve n thoug h the 

r e al r et ur n  on t r ad i ng ass ets rose f rom 3 l/ 2 %  to 6 l/ 2 % . 

Table F 

Pre- tax r ea l  r ates of r e t u r n  on equ i ty ( w i t h  a ' na t u r a l ' g e a r ing 
adj us t me n t )  in i l l us t r a t ive s ectors 

P e r  cent 

Ma n u f ac tu r ing 

of wh ich : 

E l ec-
tr ical 

Br ic ks , 
po t te r y , 
g lass , 

D i s t r ibu t io n  
and s e r v ices 

of wh ich : 

eng i n- ceme n t , M i s c e l l aneous 
Tot a l  Tobacco e e r ing Veh icles e tc . Tot a l  s e r v ices 

1 9 6 1 - 6 5  1 2 . 8  1 6 . 3  1 2 . 4  1 6 . 6  1 6 . 8  1 7  .o l3 . 9 

1 9 6 6 -6 9  1 2 . 1  1 5 . 5  1 2 . 7  1 5 . 1  1 4 . 8  1 6 . 6  1 5 . 3  

l 9 7 D- 7 3  l l . O 2 3 . 9  1 6 . 3  7 . 1  1 4 . 3  1 8 . 1  1 5 . 4  

1 9 7 4 - 7 7  7 . 3  1 5 . 3  1 1 . 8  - 6 . 3  6 . 1  1 2 . 8  1 1 . 8  

[l ] Thes e r e la t io ns h ips d ep e nd on the l ev e l  of , and mov eme n ts i n , the 
r e al r at e  of i n t e r es t on net d eb t .  Cha r t C s hows the t r end of 
the mor e  famil iar r ea l  r a te o f  i n te r es t  on g ro s s , r at h e r  than 
n e t , d ebt . 
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Pre-tax r eco r ded and r e a l  pr•lri tabi l i t y of the equity st ake[a) 
in t r ad ing asse t s : manufacluring, and d i s t r ibut ion and serv ices 
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2 1  Real r e t ur ns to equ i t y  ( w i th a ' natur a l ' anju s tment ) hav e exceened 

those on tr ading ass ets in mos t sec to r s; except ions have heen 

s h i pbu i l ding and ma r ine eng i nee r i ng ,  and vehic l es dur inq some of 

the yea r s  of t h i s  s t udy when r e a l  r etur ns on tr ad ing assets ha v 

been par t i c u l a r ly low . Sector al d i f f e r ences in t he r e l a t i ons h i p  

be twe en r eal r e t ur ns o n  equ i ty ( w i th a ' na tu r al ' adjus tment) a nd o n  

t o t a l  t rad i ng ass e t s  have been heav i l y dependent on t he l ev e ls of , 

and tr ends i n ,  c u r r e nt cos t cap i t a l  gea r i ng q iven l i t t l e  secto r a l  

va r ia t ion in ' imp l i ed ' r ea l  r a tes o f  i nt e r e s t  on net d eb t . [l l  

Dy way of i l l u s t r a t ion, i n  t he per iod 1 9 7 4 - 7 7, r ea l  equ i t y  

p r of i tab i l i t y  was highe r  in t he tobacco ind u s t r y  t han in e l ec t r ic a l  

eng i nee r i ng ( 1 5  l/ 2 %  comp a r ed w i t h  1 2 % )  i n  s p i te o f  t he lowe r r e t u r ns 

to t r ad i ng ass ets ( 7 %  comp a r ed w i th 9 % ) ,  c h i e fly because cu r r ent cos t 

capi t a l  g ea r ing was nea r ly three t imes higher ( 3 4 %  compar ed w i th 1 3 %, 

s ee Tab le G) • Fur t he r , b e twe en 1970- 7 3  and 1 9 7 4 - 7 7  t he r ea l  

' nat ur al ' prof i t ab i l i t y  of equ i t y  was be t t e r  s us ta ined r e l a t iv e  to 

that on t r ad i ng ass ets in t he m i s ce l l aneous s er v i ces s ec tor t han in 

br ic k s , pot t e r y , g la s s , c ement , e tc . ( Tables F. a nd F) , par t l y  becaus e 

of l i t t l e  c ha ng e  in t he cur r en t  cos t  cap i tal g e a r i ng of the fo rmer a t  

a t ime when g e a r i ng f e l l a good dea l i n  t he l a t te r . 

Tab l e  G 

Cap i ta l  g e a r ing a t  r eol acement cos t i n  i l l us t r a t ive s ec to r s  

Pe r cent 

Ma nu f ac t u r ing D i s t r ibu t ion 
and s e r v ices 

of wh ich : of 
Br ic ks , 

E l ec- potte r y , 
t r i c a l  g l ass , 

wh ich: 

eng i n- cement, M i sc e l l aneous 
Tot a l  Tobacco e e r i ng Veh i c l e s  e tc . Total s e r v ices 

1 9 6 1- 6 5  20 . 7  3 7 . 2  2 2 . 8  2 5 . 1  1 2 . 3  1 9 . 5  2 0 . 7 

1 9 66 -6 9  2 6  . 6  2 8 . 2  2 9 . 9  3 3 . 6  2 2 . 5  2'> . 2  2 8 . 9  

1 9 70- 7 3  2 8 . 2  3 5 . 5  2 6 . 1  3 4 . 5  2 4 . 9  2 8 . 8  3 4 . 0  

1 9 7 4 - 7 7  2 2 . 3  3 4 . 2  1 2 . 8  3 3 . 8  1 7 . 6  2 3 . 5  3 2 . 4  

[ 11 Th is po int was i l l u s t r a ted in t he contex t of nom i na l  inte r e s t  
r a tes i n  Tabl e C .  
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C h ar t  C 

The r e l ationsh i p  be tween the p r e- t ax r e a l  r at e s  of r e t u r n  on t r ad i ng 
as s e t s  and on equ i t y :  the ent i r e  BM sample 

- Reot rotes of return 

Real interest rates 

"\ 'Floating -rote' 
\ .. ·' \ debt (a) 

- Capital gearing : 
replacement 

cost 

' \ 
\ ' 

Per cent 

- ,• 

1962 64 66 68 70 72 74 76 

20 

10 

0 

10 

+ 
0 

10 

30 

20 

[ a] C l e ar ing bank s '  ave r ag e  base r a te + 2 %  ( up to 1 9 7 2 : Bank r ate 
+ 2 % )  l e ss the chang e i n  r et a i l  pr ice s d u r i ng the ye a r . 

[ b ]  ' Impl i e d  r a te of i n t e r e s t  on g ro ss d eb t  ( se e  pag e 8 ,  footnote 2 )  
l e s s  the chang e  i n  r et a i l  pr ice s d u r i ng the ye ar . 



{b) SSAP 16 gear ing adj us tment 

2 2  Thoug h , in theor y ,  the r e  need be no c lose or prec i s e  r el at i onsh ip 

be twe en the S SAP 16 and 'natu r al' g ear ing ad j u s tments , r e a l  r e tur ns 

o n  equ i t y  ( w i th an S SAP 16 adj u s tmen t )  hav e ,  in p r a c t ice , been 

cons i s te n t l y  lowe r than thos e with a 'n a tu r al' ad j us tment ( Ch a r t 

B ) . Th e s ame broad t r e nds have , howeve r ,  been obs e r ved in bot h 

me as u r es of the r e al r e t ur n on equ ity . 

2 3  Clear fea t u r es of the s ec to r a l  es t imates a r e  the h ig h  d eg r ee 

o f  v a r i at io n in r et ur ns to equ i t y  be twe en s ec to r s  ( Tabl e H), and some 

d i f f e r enc es in the r el a t iv e  pr of i tab i l it y  of t he equ i ty s t ake 

d epend ing on whe ther i n t e r es t is foc uss ed on recorded or r e a l  r e t ur ns . 

I n  the per iod 19 74 - 7 7 , whe n S SAP 1 6  p r o f i t ab i l ity ave r ag ed j ust ove r 

6 % , th e r e t ur n wa s in t he r ange 4 %- 8 %  i n  j us t  te n of the twe n ty- two 

s ec tor s ;  wh i le some sec tor s  ( for i n s t ance , e le c t r ical eng i nee r ing 

a nd r e ta il d is tr ibu t i on )  e a r ned an ave r ag e  r e t u r n  o f  ove r 10% , other s 

( for ins tanc e , m e t al ma n u f ac tu r e  and veh ic l es )  s us t a i ned losses . 

Th e i n t e r -s ec to r a l  var ia b i l it y  of r ea l  equ i t y  p r of i tab i l ity has 

incr eased ov e r  the per iod of th i s  s t udy , and has been r at h e r  g r eater 

than that on tr ad ing ass ets . Sector a l  d i f fe r ences i n  th e scale o f  

the cur r en t  cos t ad j us tments , ann the r eby i n  the r e l a t i onsh ip betwe e n  

t h e  r ecorded a n d  r e al prof i tab i l ity of equ i t y ,  h ave n o t  been 

Tab l e  H 

P r e- tax r eal r at e  o f  r e t u r n  on equ i ty ( w i th an S SAP 16 
g e a r i ng ad j us tmen t )  i n  i l l us t r a t ive s ub- sec tor s 

Pe r cen t 

Man u f ac tur ing 

of wh ich : 

E l ec-
t r  ical 

Br ic k s , 
po t te r y ,  
g lass , 

D i s t r ibu t ion 
and s e r v ices 

o f  wh ich : 

enq i n- ceme n t , M i sc e l l aneous 
Tot a l  Tobacco e e r i ng Veh icles e tc . Tot a l  s e r v ices 

1 9 6 1- 6 5  1 2 . 4  1 5 . 6  12 . 1  16 . 1  16 . 6  16 . 5  1 3 . 4  

1 9 6 6 - 6 9  1 1 . 4  1 5 . 2  1 2 . 5  14 . 4  1 4  .o 1 5 . 9  1 4 . 2  

19 70- 7 3  9 . 7  20 . 6  15 . 2  5 . 4  12 . 8  16 . 4  1 2 . 4  

19 7 4 - 7 7  4 . 9  11 . 3  10 . 5  -8 . 9  3 . 9  9 . 2  5 . 4  
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g r e at ,  b u t  h av e  nev e r t h e l ess been l ar g e  eno ug h  to hav e  possib l e  

impl ic at io ns for the e ff iciency o f  c apital mar ke ts. B y  way o f  

i l lustr at io n ,  t h e  S SAP 1 6  r e t ur n in l ea ther , l eather goods and f u r  

w a s  s ubst an t i al ly h i ghe r th an tha t in tob acco d u r ing t h e  ye ars 

1 9 7 4 -7 7  ( 1 4 1/ 2 %  compa r ed with 1 1  1/ 2 % )  � e v en so , the tobacco sec tor 

e ar n ed a h ighe r r e co r d ed r e t ur n to equit y th an any other se ctor 

d u r i ng t hose ye ars . 

2 2  



4 

Post- t ax r e a l  prof i t ab i l i ty 

24 Th e r ates of r e tu r n  d i scussed above hav e  been measu r ed be f o r e  t ax , 

but the own er s of compan ie s ar e no rm a l ly more in ter e sted i n  the 

post- t ax r e tur ns of the bus i n es s .  Th i s  sec t io n  att empt s  t o  me asu r e  

the post- t ax r e al r ate of r et ur n acc r u i ng to the equ it y  st ake 

in t r ad i ng ass e t s ,  whe ther tho se r e t ur ns are d i s t r ibuted ( as d iv i d en d s )  

o r  r et ai ned wi thin t h e  bus i n es s .  

2 5  Th e sys tem o f  cor por at e tax a t io n  h a s  und er gone maj o r  chang e s  

d ur ing the pe r iod ex am i ned i n  th i s  pape r . Up to 1 9 6 5 ,  pr o f i t s -

whe ther r e ta ined or d i str ibuted - attr ac ted a f l at- r at e  pr o f i t s t ax 

and income tax at the bas i c  r a te .  Co r po r a t ion tax w a s  i n t r od uc ed 

i �  1 9 6 5  and has bee n in force s ince . Th e ' c l as s ic a l ' s ys t em ,  wh ich 

a ppl i ed un t i l  19 7 3 ,  im posed a fl at r a te of cor por at ion tax on 

c ompan ie s '  t ax able pro f i t s ,  and sh ar eholde r s  we r e  add i t i on al ly 

l i ab l e  to i ncome tax on th e i r  d iv idend s .  Th e ' c l as s i c a l ' s ys t em o f  

t ax a t io n  d i sc r imi n ated , the r eby , i n  f avour o f  pr of i t  r e tent ions a s  

c omp a r ed w i th d iv i d ends , [ l ) and i n  favou r o f  deb t ,  a s  comp a r e d  w i t h  

e qu i t y ,  f in anc i ng by al low i ng i n t e r e s t  pa yme n t s  t o  b e  deduc ted f r om 

p r o f i t s i n  ass e s s i ng a l iabi l it y  to cor por at ion tax . In 1 9 7 3 , the 

' c l a s s ic al ' system was r epl aced by the ' imputat ion ' s ystem . 

Compa n i e s  now pay advance cor por at ion tax ( ACT) when the y make a 

qual i f yi ng d i s tr ibu t ion . Th is payment of ACT c an be set ag a in s t  

t he i r  ove r al l  l iabi l it y  to cor por at ion tax , the ba l ance be i ng the i r  

' ma i ns t r e am' l iabi l it y .  I n  the h ands of t he shar eho lde r s  the 

d iv idend c ar r i es a t ax cr ed i t e qu iv alent to the bas ic r ate of 

i n come t ax , and the sha r e ho lder i s  r eg ard ed as hav ing pa id i ncome 

t ax at that r at e  on the sum of the d iv i d end and the tax c r ed i t .  [ 2 )  

[ 1 ) Though r etent ion s ,  wh en r ea l i sed , we r e  l iable to c ap i ta l  g a i n s  t ax ,  

t he e f f ec t ive r ate of tax on capi tal g a ins wa s l owe r than t he 
b a s ic r ate of i ncome t ax. 

[ 2 )  S h ar eho lde r s  only pay add i t ional i ncome tax on the i r d iv i d e nd 

r ec e i pt s  if the i r  mar g i n al tax r a te exceeds the ba s ic r at e  of 

income t ax . If  the i r  marg i n al r ate i s  l e s s  th an the b as ic r at e  

( c e r ta i n ins t i tut ions,  such as char i t i e s  and pen s io n  f un d s ,  a r e 

ex empt f r om i ncome tax )  t hen the y  r ece iv e a t ax r e bate . 

2 3  



T
a

b
le

 
I 

� 
Co

rp
o

ra
te

 
ta

x 
s

ys
t

e
m(

a
)

 

P
e

r 
ce

nt
 

Fi
n

a
n

ci
a

l 
T

ax
 

C
o

rp
o

r
at

e
 

ye
ar

s
 

s
ys

te
m 

t
a

x
 r

a
te

 

1
9

61
/

62
 

P
r

o
fi

ts
 

ta
x

 
an

d 
i

n
can

e
 

ta
x

 
5

3.
75

 

1
9

62
/

63
 

. 
n 

1
9

63
/

64
 

. 
. 

1
9

64
/

65
 

1
9

65
/

6
6 

Cl
as

s
i

ca
l

 
4

0
.0

0
 

1
9

66
/

6 
7 

. 
. 

1
9

67
/

68
 

. 
4

2
.5

0 

1
9

68
/

69
 

. 
4

5
.

0
0

 

1
9

69
/

70
 

. 
4

2
.

50
 

19
70

/
71

 
. 

4
0

.
0

0
 

1
9

71
/

72
 

. 
" 

1
9

72
/

73
 

. 
n 

In
ve

s
t

me
n

t 
al

l
o

wa
n

ce
s

 

P
l

an
t 

& 
In

du
s

tr
i

a
l

 
Ca

r
s

 
ma

ch
i

n
e

ry
 

b
u

i
l

di
n

gs
 

--

2
0 

1
0

 
0 

30
 

15
 

. 
. 

" 

0
 

0 
. 

. 
. 

. 

. 
. 

. 

. 
. 

. 
. 

. 
. 

. 
. 

. 

In
i

ti
a

l 
De

pr
ec

ia
ti

on
 

In
ve

s
tm

e
n

t 
Ot

h
e

r
 

al
lo

w
an

ce
s

 
al

lo
wa

n
ce

s 
gr

<:
nt

s
 

a
l

lo
w

a
n

ce
s

 

P
l

a
n

t 
& 

In
du

s
tr

i
al

 C
a

r
s 

P
l

ar
.t

 
r. 

In
du

s
tr

i
al

 
Ca

r
s 

P
l

an
t 

& 
In

du
s

tr
i

al
 C

ar
s 

Lo
n

g-
St

oc
k 

ma
ch

i
ne

r
y 

b
u

i
l

di
n

gs
 

ma
ch

i
n

e
ry

 b
u

i
ld

i
n

gs
 

ma
ch

i
n

e
r

y 
b

u
i

l
di

n
gs

 
te

r
m 

re
li

e
f 

--
i

n
te

r
e

s
t(

b)
 

--
--

1
0 

5 
30

 
30

 
2

 
15

 
0 

' 
0 

0
 

l
OO

 
0

 

. 
" . 

. 
" 

4
 

0 
1

5 
0

 
. 

. 
. 

2
0

 
. 

. 
. 

. 
. 

. 
2

5 

. 
. 

. 
. 

. 
. 

2
0

 

. 
30

 
. 

2
5 

. 
2

5 

35
 

4
0 

. 
. 

. 
. 

0 

55
 

so
 

1
9

73
/

74
 

Im
p

u
ta

ti
o

n
 

52
.

00
 

. 
. 

. 
l

O
O

 
n 

. 
O(

c)
 

. 
. 

. 
. 

. 
. 

�
B

V
ST

-
O

.l
GT

P
R

'
(

d)
 

1
9

74
/

75
 

19
75

/
76

 
. 

" 
. 

. 
. 

" 
" 

. 
. 

. 
. 

. 
. 

. 
. 

�
B

V
ST

-
0.

1
5G

T
P

R
"(

e
) 

1
9

76
/

77
 

1
9

77
/

78
 

(
a

)T
h

i
s

 t
a

b
l

e
 p

�
e

se
n

t
s

 a
 h

i
gh

l
y-

s
i

mp
l

i
fi

e
d 

s
um

ma
r

y 
o

f 
t

h
e

 s
ys

te
m 

of
 

i
n

ve
s

t
me

n
t

 i
n

ce
n

ti
ve

s
 

wh
i

ch
 

h
a

ve
 b

e
e

n 
av

ai
l

ab
le

 
n

a
ti

o
n

a
l

l
y.

 
No

 a
cc

o
u

n
t 

i
s 

ta
ke

n
 o

f 
s

pe
ci

a
l

 r
e

gi
o

na
l 

s
ch

e
me

s
.

 
C

e
r

ta
i

n
 t

i
mi

n
g 

po
i

nt
s

 
(s

u
ch

 
as

, 
ch

a
n

ge
s

 i
n

 i
n

v
e

s
tm

e
n

t 
i

nc
e

nt
i

ve
s

 
ta

ki
n

g 
e

ff
ec

t 
pa

r
t 

o
f 

th
e

 
wa

y 
th

r
o

ug
h

 
a 

fi
n

an
ci

al
 

ye
ar

)
 a

r
e

 
n

o
t 

e
x

pl
i

ci
tl

y 
i

nc
o

r
po

r
at

ed
. 

(b
)

Sh
o

rt
-

te
rm

 
i

n
te

re
s

t 
is

 
tr

e
a

te
d 

as
 

an
 

o
pe

r
at

i
ng

 
co

st
. 

!c
)Th

o
ug

h
 

al
l

o
wa

nc
e

s
 

o
f 

2
5%

 
co

ul
d 

s
ti

l
l

 b
e

 c
l

a
im

e
d 

on
 

pl
an

t 
an

d 
ma

ch
i

ne
r

y 
pu

r
ch

as
e

d 
b

e
fo

re
 1

9
73

/
74

. 

(
d)

Th
e

 r
e

li
e

f 
wa

s 
e

qu
a

l
 

t
o

 t
h

e
 

ch
a

n
ge

 i
n

 t
he

 
boo

k 
va

l
ue

 
of

 
st

o
c

ks
 

(n
B

V
ST

)
 

le
ss

 
a

 d
e

du
ct

i
o

n
 o

f 
10

% 
o

f 
'

tr
a

di
n

g 
pr

o
fi

ts
'

 
(G

T
P

R
'

)
I 

th
a

t 
i

s,
 

pr
o

fi
ts

 
a

dj
us

te
d 

fo
r 

ta
x

 p
ur

po
s

e
s

, 
e

x
cl

ud
i

n
g 

n
o

n
-

tr
a

di
n

g 
i

n
com

e
 

an
d 

be
fo

re
 

de
du

ct
in

g 
ca

pi
ta

l
 

al
l

o
wa

nc
e

s
. 

(e
)

 Th
e

 
re

l
i

e
f 

i
s 

e
qu

al
 

t
o

 
th

e
 

ch
a

ng
e

 
i

n
 t

h
e

 
boo

k 
va

l
ue

 
of

 
s

to
ck

s
 

(n
BV

ST
) 

l
e

s
s 

15
% 

o
f 

tr
a

di
ng

 
pr

o
fi

ts
 

af
te

r
 

de
du

ct
i

n
g 

ca
pi

ta
l

 
al

l
o

wa
n

ce
s

 
(G

T
P

R
"

).
 



2 6  Ther e hav e  bee n ,  in add i t io n  to the se chang e s  in the sys tem of 

corpo r a te t ax at ion in the Un i t ed K i ng dom ,  n ume rous chang es bot h  in 

the r a te at wh i ch tax is ch arged on taxable pro f i t s ,  and in t he 

al lowa nce s wh ich can be o f f se t  ag a in s t  accoun t i ng p r of i ts i n  d e r iv i ng 

t ax abl e prof i t s  ( Tabl e I ) . Th e most impo r t ant ch ang es have been the 

n at io nw i d e  extens ion of mo re g en e rous i n i t i a l  capi t a l  al lowance s 

(wh ich we r e  inc r eased to lOO% f o r  pl an t ,  mach i ne r y ,  sh ips and a i r c r af t  

i n  1 9 7 2 , and to 50 % f o r  industr i a l  bu i ld i ngs i n  1 9 7 4 ) , and the 

r e t r os pect iv e  int roduc t io n  o f  s tock r e l i e f  i n  1 9 74 . 

2 7  The pro f i t s  cha rg e ab l e  to t ax fo r a par t i cul ar per iod of ten d i f fe r  

appr ec i ab ly f r om the accou n t i ng prof i t  fo r the per iod . Sys temat ic 

d i f fe r ences betwe e n  ac coun t i ng and tax able pro f i t s  a r i se bec ause c e r t a i n  

typ e s  of i ncome a r e  t ax f r ee and/o r bec ause c e r t a in expend i t u r e  i s  

a l lowab l e  for tax pur pos e s .  Howev e r , ther e ar e al so ' t im i ng d i ff e r ence s' 

betwe en accoun t i ng and tax abl e pr o f i ts due to th e inc l u s i o n  of i t ems 

i n  the f in an c i al sta teme n t s  o f  a d i f fe r en t  pe r iod f r om that for tax at i o n .  

28 Th e l at te r  have become inc r e as i ng ly impo r t an t  d u r ing r ecent 

ye a r s  owi ng to the av a i l ab i l it y  of accel e r a ted depr ec i a t i on 

a l l owances ( wh e r e  th e al lowa b l e  depr ec i at io n  ch arge ex ceeds the 

r e l a ted charge i n  the f i nanc i a l  st a teme n t )  and of stock r e l i e f ,  and 

t he r ev a l u a t i on sur pl u ses o n  f ix ed as se t s  for wh ich a tax ch arg e 

w i l l  ar i s e  i f  the g a ins a r e  r ea l i sed t hr ough d i sposal . [ l ] By 

[ l ] O t he r  ' t im i ng d i f fe r ence s '  a r e  att r i bu tab l e  to : 
( i ) s ur pl u se s on the s al e  of f ix ed as se t s  wh i ch a r e  s ub j ec t  to 

rol love r r e l i e f ;  
( i i ) ACT wh ich c anno t  be r ec ov e r ed out o f  the cur r en t  co r po r a t ion 

t ax l i abi l it y  bu t wh ich is c ar r i ed forwa r d  to be r e cove r ed 
out of f ut ur e 'ma in s t r e am '  cor po r at io n  tax l i ab i l i t i e s  
can be deduc ted f r om t h e  de fer r ed t a x  pr ov i sion in t he 
f i n anc i a l  st atement sub j ec t  to cer t a i n  r e s t r ic t io n s ;  

( i i i )  sho r t- t erm t im i ng d i f f e r enc es wh i ch a r i se f rom the pa r t i al use 
of t he c as h  ba s i s  fo r tax pur po ses a�d the acc r u a l s  ba s i s  in 
f in anc i al sta temen t s ;  a nd 

( iv )  t r ad i ng los ses . C r ed i t  for the t ax e f fec t s  o f  a t r ad i ng lo ss 
shoul d  on ly be taken when t he l os s  is ut i l i sed f o r  t ax purpo se s ,  
un l ess the r e  i s  a c r ed i t bal anc e on the def e r r ed t ax a t ion 
accoun t  at the t ime whe n  th e lo ss c ar r y- fo rwa r d  ar i se s .  In 
tha t case a par t of t he d ef e r r ed tax ba l ance sho u l d  be r el e as ed 
to the pro f i t  and lo ss accoun t to the extent o f  t h e  no t i onal 
tax r e l i e f  a tt r ibu t ab l e  to the l os s ,  b u t  not ex cee d i ng that 
pa r t  o f  t he def e r r ed tax ba l ance wh ich r ep r e s e n t s  tax on income 
wh ich can pr ope r ly be o f f se t  ag a in st t he los s fo r t ax pur po se s .  

2 5  



way o f  i l l u s t r a t ion , i f  a company ta kes advan tag e o f  accel e r a ted 

d epr ec i a t ion a llowances on pur chas i ng a mac h i n e  and subsequently 

s e l ls the as se t ,  a tax l ia b i l i t y  ar ises i n  r es pect o f  th e as s e t  i f  

i t  should be d is po s ed of for mo r e  than i t s  tax-wr i tten-down value 

( 1 ] . De fe r r ed t ax a t i on ar i s i ng f r om the ope r at ion of acc e l e r ated 

depr ec i a t io n  al lowances and s t ock r el i e f  is t r e at ed in a company ' s  

f inanc i a l  s t at ements by a ' tr a ns fe r  to d ef e r r ed taxa t io n ' i n  th e 

pr of i t  and los s accou n t  at t he t ime whe n  the tax l i ab i l it y  is d ef er r ed 

( i . e .  wh e n  the a l l owa nce is cla imed) , and a d e f er r ed tax l i ab i l i t y  is 

shown in the balanc e  s he e t  unt il the l iab i l it y  is f u l ly wr i tt e n  

of f . [ 2 ]  

2 9  Ther e a r e ,  howeve r ,  c i r cums tances - qu i te apa r t  f r om the 

r e tr os pec t iv e  i n t roduc t ion of s tock r e l i ef [ 3 ]  - in wh ich the r e  w i l l  

be a cr ed i t to the d ef e r r ed tax ba l ance w i tho u t  any corr espond i ng 

tr an s f e r  i n  the prof i t  and lo ss accou n t .  The c h i e f  ins t ance ar ises 

on the r ev a l u a t ion of a f ix ed ass e t  i n  a company ' s  balance she e t  

wh ich has a s  i t s  cou n ter pa r t  a r ev a l u a t ion su r p l u s  on t he l ia b i l it ies 

s id e ;  i n  o r d e r  to a l l ow for a pote nt ial tax l iab i l it y  o n  d is po s al 

of the ass et , pa r t  of the r ev a l u a t i on s ur pl u s  may be cr ed i te d  to the 

d e fe r r ed t ax balanc e . Th e tot al l iab i l i t y  to d ef e r r ed tax may be 

r eg a r ded as the gove r nme n t ' s  ' equ i t y  s t ak e '  i n  a bus iness , and th e 

t ax acc r u a l  ( i nc lud i ng the t r a ns f e r  to d ef e r r ed tax) as the r et ur n 

on that s ta ke . Acco r d ing ly ,  a pos t- tax r e al r at e  of r et ur n  to the 

pr iv a te e qu i t y  s t a k e  could be cal c u l a ted f r om i ts p r e- t ax cou n te rp a r t  

by: 

( i )  the d ed u c t ion o f  t ax acc r u als ( includ i ng t r ans fe r s  t o  d e f e r r e d  

t ax bal ance s )  f r om pr e- t ax r e al equ i t y  p r o f i ts ;  and 

[ 1 ]  Th e tax-wr i t t e n- down value is calcul ated by r e f e r ence to the 
s t a t ut o r y  d epr ec i a t io n  al lowances in for ce and not to acce l e r a t ed 
d ep r ec i a t ion a l l owances . 

[ 2 ] I n  pr act ic e ,  of cour se , even i f  an ass e t  is sold and th e d e f e r r e d  
tax becomes payab le , t h e  tot al t ax payable in tha t y e a r  may s t i l l  
b e  ze r o  i f  cap i t a l  al l owances and s t oc k  r e l i e f  a r e  s uf f i c i e n t  to 
r educe taxa ble i nc om e  to zero . 

[ 3 ]  Wh e n  s t oc k  r e l i ef was i n t r oduc ed i n  Novembe r 1 9 74 w i th 
r e t r os pec t iv e  e f fe c t  for comp a n ies w i th f in anc i al year -e nds a f te r  
3 1  Ma r c h  1 9 7 3 , c omp a n ies tr ans f e r r ed sums f r om c u r r e n t  ta x a t ion 
l i ab i l i t i es to d ef e r r ed taxa t io n  r e se rves in th e i r  ba l ance 
s he e ts , w i tho u t  cor r e s po nd i ng ent r i es i n  the i r  p ro f i t  and loss 
accoun t s . 
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( i i ) the deduc t ion of defer r ed tax l i ab i l it ies f r om the cur r en t  cos t  

equ i ty s ta ke in tr ad i ng assets . 

30 Howev e r , pub l is hed ac coun t ing data have been inappropr i a te for the 

calcu l a t ion of s uc h  a r a t e  of r et ur n .  Acco unt ing pr ov i s ions for tax 

acc r u a ls [ l ] ( i nc lud i ng t r a ns f e r s  to d e f e r r ed t ax bal anc es )  a r e  

concep t ua l ly appr opr iate f o r  th e tas k . But the exc l us ion f r om the 

p ub l is hed defe r r ed tax pr ov is io n  of the f u l l tax l i a b i l it y  con t ing e nt 

on the d is pos al of ph ys ical ass ets in exc ess of the ir t ax -wr itten-down 

va lue ( becau s e  ass ets have not bee n r eva lued in the bal anc e sheet to 

cur r e n t  cos t )  imp l i es tha t a meas u r e  of the pos t- t ax re tur n c a l cul ated 

us ing thos e pr ov is ions as pub l is hed w i l l  unde r s t ate the ' t r u e ' 

i nj ect ion of gov er nmen t  cap i ta l  in to the bus iness . �h is con t i ng ent 

t ax l i ab i l i t y  was cal c u l ated by Fl emm i ng e t  a l . ( 1 9 76 )  as the tax 

wh i ch wo u l d  be payabl e if a company d i spos ed of its as s e ts at the i r  

cur r en t  r ep l ac ement v a l ue . [ 2 ]  Es t imates wh ich take accou n t  of 

cont ing e n t  tax l iab i l it ies c a l c u l a ted i n  t h i s  way are p r e s e n ted be low 

as pos t- t ax r e al r ates of r e tu r n  to the equ i t y  s t ak e  on a ' d isposa l 

bas is ' ;  t hes e r a tes of r et ur n a r e  d e r ived as i f  the ass ets of the 

bus iness we r e  sold at r ep l ac ement cos t at the end of each accou n t i ng 

per i od , a nd r epurc hased a t  the s ta r t  o f  the nex t  account ing pe r iod . 

Th is r a te of r e t ur n is proba b ly bet ter ca lcu l a ted w i th a ' na tu r al ' , 

r at he r  than w i th an S SAP 16 , g ear i ng adj u s tment because th e concep t u a l  

bas is of tha t ad j us tmen t  and the t r e a tment of t ax a t i on o u t l in ed above 

[ l ]  Th e e s t ima tes of tax acc r u a l s  in the BM s amp l e  of accounts 
include cur r en t  UK a nd ove r s eas tax ,  pr ior -yea r tax ad j u s tme n ts 
and tr ans f e r s  to d ef e r r ed tax ba l a nces ; a spec ts of the tr eatment 
of the l a t te r  i t em ar e d e a l t wi th in the tex t .  Pr ior - ye a r  
ad j u s tments s hou l d , on cer ta in g ro und s , be a l l oc a ted to t h e  
ye a r ' s  e a r n i ngs t o  wh ich the y  r e la te but , i n  p r a c t ice , t h e  
s ums i nv o lved a r e  s uf f ic i e n t l y  sma l l no t t o  comp r om i s e  the 
es t im a t es p r e s e n ted her e .  Capi ta l r e c e ipts ( fo r  ins t ance , 
i nv e s tmen t and r e g iona l g r an t s )  a r e  added bac k  to equ i t y  p r o f i ts , 
t h us pr ese rv i ng a symme t r i ca l  tr e a tment betwe en per iods when 
inves tme n t  g ra nts have , and have not , r ep r es ented a pa r t  o f  
the g ov e r nmen t- f inanced i nd u c ement t o  inves t . The pub l ished 
tax acc r u a l  i n c l ud e s  s h a r eholde r s '  imp uted bas ic r ate income 
tax pr ior to 19 6 7  and f r om 19 7 3 . I n  the i n t e r im , an est ima t e  o f  
t he ( b as ic r at e )  i ncome tax d u e  o n  d iv idends has bee n add ed to 
the pub l is hed tax ac c r ua l . 

[ 2 ]  That ar t ic l e  wa s bas ed on n at iona l  accou nt s ,  r ath e r  than comp a ny 
accoun ts , d a t a . 
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a pp e a r  to be mor e cons is tent i n  that they a t t emp t to measu r e  acc ru i ng 

i nc ome and acc r u i ng chang es in th e gove r nment ' s  ' equ i ty s t a ke ' , 

r espec t ivel y . 

3 1  S uc h  a t r e a tment of de fer r ed taxat ion is r ad ica lly d if fe r en t  f r om 

that s ug ge s t ed i n  S SAP 1 5 . Eve n  p r i o r  to i ts pub l ic a t ion , some 

compan i es h ad not acc ou n ted for de fer r ed tax in c ir cums tances whe r e  

as s e ts we r e  unl i k e l y  t o  b e  d is pos ed of , and/or whe r e  i t  wa s unl i ke ly 

t h at the va lue of s toc ks would be r ed u c ed , and/or wh ere the ex i s te nce 

of a con t i nu ing cap i t al spe nd i ng p r og r amme we r e  l ik e ly to imply the 

i nde f i n i te pos tponeme nt o f  any d e f er r ed tax l i ab i l it y ;  that is , 

t h os e  compan i es we r e ,  in g en e r al , ma k i ng p r ov is ion for l ik e ly , r ather 

t h an po ten t i al , f u t ur e tax l i ab i l it ies . Such accoun t i ng p r ac t ices 

we r e  not , howev e r , s t anda r d  dur i ng the per iod of t h i s  s t ud y . Fo r 

that pe r iod the BM d a t a  c an no t  be used to g ener ate l i kely d ef e r r ed 

t ax l ia b i l it ies and , ther e f o r e , to d er iv e a po s t- t ax r a te of r et ur n 

in accord ance w i t h  the pr i nc ipl es of S S AP 1 5 .  Many compan i es h av e  

r educ ed s ub s ta nt i a l ly the i r  d e f e r r ed t ax bal anc es s in c e  the pub l ic at i on 

of S SAP 1 5 , a nd i t  s e ems l ik e l y  th a t  a pos t- t ax r e tu r n  calcu l a ted 

i n  accord ance w i th pa r ag r aph 2 9 , [ 1 ]  b u t  w i t h  bo th t r a ns fe r s  to 

d e fe r r ed t ax bal anc es , a nd thos e ba lances thems e lv e s , cons t r a i ned to 

z e r o  ( i . e .  as s um i ng th at no def e r r ed tax l i a b i l it ies ar e l i kely to be 

ul t im a t el y  payab l e ) , wou l d  cor r espond mo r e  c lo s e ly to the pr i nc iples 

of S SAP 1 5  t han a meas u r e  wh i ch took f u l l  accoun t  o f  the d e f e r r ed t ax 

accou n t i ng adopt ed by th e BM s amp l e ; f o r  conv e n i ence , s uc h  a mea s u r e 

i s  c a l l ed a pos t - t ax r ea l  r a te of r et ur n to the equ i t y  s t ak e  on a 

' g o i ng con ce r n  bas is ' .  ( I t  d if fe r s  f r om a pr e- t ax r e al r et ur n  to 

equ i ty only in t ha t  tax p a id , [ 2 ]  a l loc a t ed to the year in wh ich the 

l i ab il i ty ' acc r ues ' ,  is  deduc t ed f r om the pr of i t  f ig u r e . ) Th e 

conc ep t ual bas is of t h i s  ad j u s tmen t  for t ax is pr obably mor e cons i s t e n t  

w i th an S SAP 1 6 , than w i th a ' n a tu r al ' , g ea r i ng adj u s tmen t in tha t 

t h e  forme r includ e s  r e al ised g a i ns i n  income , and the ' go i ng concer n '  

t r e a tment o f  t ax a t i on appr ox im a te s  th e gove r nment ' s  ' equ i t y  s t ak e ' i n  

th e bus i n e s s  by l i kel y ,  r a th e r  than po ten t i a l , f u t ur e tax l i ab i l it ies . 

[ l ]  S e e  th e l as t  s e ntence the r eof . 

[ 2 ]  I n c l ud i ng s h a r e ho ld er s '  imp u t ed bas ic r at e  income tax pr ior to 

1 9 6 7  and f r om 19 7 3 , and an es t im a t e  of the ( bas ic r at e )  i nc om e  

tax d u e  o n  d iv i d e nds d u r ing th e in te r im ( as outl in ed i n  pag e  2 7 ,  

footnote 1 )  • 
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3 2  Pos t-tax r e a l  r e tur ns to the equ ity st ake on both the d i spos al and 

g o i ng conce r n  bas es ( us ing e i ther form of the g e a r ing adj us tment) 

have bee n on a downwar d  t r end d u r ing the pe r iod of th is s t udy for 

the ent ir e sample of manuf ac tur ing , d is tr ibut ion and s e r v i ce comp an i es 

( Table J ) . Re tur ns on a d is pos al bas is with a ' n atu r al '  g ear ing 

Table J 

Pos t- tax r eal r ates of r e t u r n  on the equ i t y  s ta k e  in t r ad ing 
assets , and d e f e r r ed t ax balances : the ent i r e  BM s ample 
Pe r cen t  

D ispos al Go ing conce r n  De f e r r e d  tax 
bas is tax bas is tax bal anc es [ a ] as 
t r eatment t r eatme n t  p e r c e n t ag e  of 
' Natur al ' S SAP 1 6  ' Na tu r al ' S SAP 1 6  pre- t ax c u r r en t  
g e a r i ng g e a r i ng g e a r i ng g e a r i ng cos t equ it y  s t ak e  
adj us tment ad j us tment adj us tment ad j us tment in t r ad ing a s s e ts 

( i )  ( i i )  ( i i i )  ( iv)  ( v )  

1 9 6 1- 6 5  7 . 6  7 .o 7 . 3  6 . 8  3 . 8  

1 9 66 -6 9  6 . 5  5 . 7  6 . 4 5 . 7  2 . 4  

1 9 70- 7 3  6 . 4  4 . 7  6 . 8  5 . 3  10 . 0  

1 9 7 4 - 7 7  2 . 9 -0 . 7  4 . 7  2 . 0 2 4 . 9  

[ a ]  P ub l i shed def e r r ed tax ba lances , plus co nt ing en t  tax l i ab i l it ies 
c alculated on th e as s ump ti on tha t all phys ical ass e ts ar e 
d i spos ed of at cur r en t  r e p l aceme n t  cos t .  

ad j u s tment have ave r ag ed 3 %  i n  the ye a r s  1 9 7 4 - 7 7  as comp ared w i th 

7 1 / 2 %  i n  1 9 6 1- 6 5 ;  on a go ing co nc e r n  ba s is ,  w i th an S SAP 1 6  

g e a r ing adj u s tmen t ,  th ey ave r ag ed 2 %  i n  1 9 7 4 - 7 7  a s  comp a r ed  w i th 7 %  

in 1 9 6 1- 6 5 .  Of thes e two p r e f e r r e d  measur es [ columns ( i ) a nd ( iv )  

i n  Table J ] , r et ur ns o n  a d is po s al bas is h av e  g en e r a l ly exceeded 

those on a go ing conc e r n  bas is by abou t 1 % ; [ 1 ] the tende ncy , in 

pr ac t ice , of r e t ur ns with a ' n atur al ' ad j us tment to exc eed thos e wi th 

an S SAP 16 adj u s tmen t ( s ee par ag r ap h  2 2 )  h as mor e th an o f f s e t  the 

g r eater inc id enc e of tax d u r i ng the 1 9 70s on a d i sposal , than on a 

g o ing conc er n ,  bas is [ s ee columns ( i ) a nd ( i i i) i n  Table J ] . Th e 

[ 1 ] Al l es t imates s ub s equen tly p r e se n ted on a d is po s al bas is 
inco rpo r a te a ' n atur a l '  g e a r i ng adj us tmen t ,  and thos e on a g o i ng 
conc e r n bas is an S SAP 1 6  g e a r ing ad j us tment ( i . e .  t h e  bases 
pr e f e r r ed on conceptua l g r ou nds in par ag r aphs 30 and 3 1) . 
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s h ar e of def e r r ed tax ba lances ( inc l ud ing the theor e t ic a l  con t i ng ent 

t ax l i ab il ity calcul ated as in par ag r aph 30)  r ose f rom und er 4 %  in 

the 1 9 60s to 2 5 %  in the mid- 1 9 70s . 

3 3  Pos t- t ax r etur ns have bee n co ns is tently lowe r in manuf ac tur ing 

than in d is tr ibu t i on and s e r v i ce s , by abou t 5 1/ 2 %  on a d is po s al 

ba s i s  and 4 %  on a go ing co nce r n  bas is d u r ing the 19 70s ( Ch a r t D ) . 

Th e i nc i d ence o f  t ax - as imp l i ed by the d i f f e r ence betwe e n  th e 

co r r es po nd i ng meas u r es of pr e- tax and pos t- tax r e tu r ns - appears to 

h ave f a l l en on a go ing conc e r n bas is ( though no t on a d i sposal bas i s )  

i n  man u f ac tur ing ind u s t r y  be twe en the 1 9 60s and 19 70s , an d t o  have 

been a good d e a l  lowe r in 1 9 7 4 - 7 7  than pr ev ious ly on both go ing 

conc e r n and d is po s a l  bas es in d is tr ibut i on and s e r v i ce ind u s t r ies . 

Th e i nc id en ce o f  t ax on bot h ba ses was c l ea r ly g r eater in d is tr ibu t ion 

and s e r v i c es than in man u f ac tur ing d u r ing th e pe r iod to 1 9 7 3 , but has 

b ee n  broad ly s im i l a r  in both g r oup ings f r om that date . 

3 4  Many of the f ea tu r es of the agg r eg a te pos t- t ax pr o f i tabi l it y  

e s t ima tes a r e  common to the o th e r  s ec to r s  cov e r e d  by th is paper 

( Table K )  • Th e downwa r d  tr end in agg r eg a te pos t- tax r e t u r ns is 

Tab l e  K 
Pos t- tax r ea l  r a tes o f  r et u r n  on the equ i t y  s t a k e  i n  t r ad ing 
a s s e ts i n  i l lus t r a t iv e  sec tor s 

Pe r cent 

t-1a n u f ac tu r  i ng D i s t r i bu t ion 
and s e r v ices 

Tot a l  

o f  wh i ch : 

E l ec
t r ical 

Br ic k s , 
pot te r y ,  
gl ass , 

eng i n- ceme n t , 
Tobacco e e r i ng Veh icles etc . ----- Total 

( i ) D is pos ab l e  bas i s  ( wi th a ' na t ur a l ' g e a r i ng adj us tmen t)  

1 9 6 1- 6 5  
1 9 6 6 -6 9 
1 9 70- 7 3  
1 9 7 4 - 7 7  

6 . 6  
4 . 7  
5 . 1  
1 . 0  

6 . 8  
3 . 2  

1 3 . 4  
1 0 . 5 

5 . 1  1 3 . 0  
3 . 6  7 . 9  
7 . 1  3 . 8  
2 . 2  - 1 2 . 5  

9 . 8 
7 . 2  
8 . 8  
1 . 3  

9 . 1  
6 . 4  
9 . 6  
7 . 5  

( i i )  Go i ng conce r n  bas is ( wi t h  an SSAP 1 6  g e a r ing ad j us tmen t )  

1 9 6 1 - 6 5  
1 9 6 6 -6 9  
1 9 7 0- 7 3  
1 9 7 4 - 7 7  

3 0  

5 . 8  
4 . o  
4 . 1  
o .  9 

6 . 0 
2 . 6  
9 . 8  
6 . 5  

4 . 6  1 4 . 4  
3 . 3  7 . 9  
6 . 8  3 . 3  
4 . 1  - 10 . 0  

9 . 1  
6 . 3  
7 . 9  
o .  5 

8 . 1  
5 . 7  
8 . 3  
4 . 5  

of '··h ich : 

M i sc e ll aneous 
s e r v ices 

8 . 7  
6 . 9  
9 . 7  
9 . 8  

7 . 0 
5 . 6  
6 . 7  
1 . 9  
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w i d es pr ead , b u t  the r e  a r e  a number of s ec to r s  ( s uch as d r ink , tobacco , 

and leathe r , l e a the r goods and fu r )  i n  wh ich po s t- tax r e tur ns hav e  

been , on ave r ag e ,  h ig h e r  o n  bo th d is posal and g o i ng conce r n  bas es 

d u r ing th e 19 70s th an the 1 9 60s . As many as th i r teen secto r s - a l l  

i n  man u f ac t ur ing - h av e  expe r ienced post - t ax r ea l  lo sses ( on a g o i ng 

conc e r n  bas i s )  d u r ing the 1 9 70s , and th es e hav e  been for a s u s t a i ned 

pe r iod of t ime in me tal manufac t ur e ,  sh ipbu i ld i ng and ma r ine 

eng i nee r i ng , v e h i c l es , text i le s  and othe r manufac tur ing indu s tr ies . 

On the same g o i ng conce r n  bas is , po s t- tax r e tu r ns hav e  ave r ag ed in 

exc ess of 7 1 / 2 %  i n  the tob acco , l ea the r , l ea th e r  goods , and f ur , and 

r et a i l  d i s t r i bu t io n  industr i es . 
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5 

An econome tr ic analys is of tr ends i n  prof itab i l i ty 

3 5  Th is analys is of the f ac to r s  deter m i n ing tr ends in r ea l  

p r of i tab i l ity follows , in pr inc ipl e , th e appr oac h  o f  Jenk inson [ i n an 

Append i x  to C l ar k and W i l l i ams ( 1 9 7 8 ) ] [ 1 ] wh ic h is s umma r i s ed below .  

I t  is assumed that pr ices ar e s e t  i n  accordance w i th a s imp l if i ed 

( h is to r ic) cos t-plus pr ic i ng r ul e ,  in this case as a con s tant mar k-up 

on cos ts in the pr e v i ous per iod : 

whe r e :  

p 

COST 

)J 

pr ic e pe r un i t  of output : 

l abour and r aw mate r ial cos ts per un i t  of ou tpu t :  and 

mar k- up . 

36 G r os s  tr ad ing p r of i ts , n e t  of s tock appr ec i a t ion , pe r un i t  of 

ou tpu t can be expr essed as : 

whe r e :  

( GTP-SA)
t 

Y* 
t 

P -COST - a(-) P 
t t t y

t 

GTP g r oss t r ad i ng p r of i ts : 

SA stock appr ec i a t io n :  and 

Y* 
y 

potent ial outpu t in r el a t ion to actual outpu t .  

( 1 )  

( 2 )  

3 7  Th e term Y*/Y r epr ese n ts the al locat ion of ove r he ads ( o ther than 

d epr ec iat ion) , wh ich are r el ated to the po ten t i al r ather than the actual 

level of output , to eac h  un i t  of act ual outpu t :  that is , it c ap t u r es 

the e f fect of the l evel of c ap ac i ty ut i l isa t ion on p r o f i tab i l it y .  

Div id ing by P
t 

and s ubs t i t u t ing f r om equat ion 

GTP- SA 
p 1 -1 [CosT

t l _ JY�l 
t 1 + )J �OST 

t-
j aly �j 

l - a
1
[�::::_J - a 2Rcu , 

1 g ives : 

whe r e  RCU c apac i ty ut il i s a t ion ( exp r es s ed as a r ec iprocal)  • 

[ 1 )  A d ev e lopment , incorpo r a t i ng the r ol e  of cos t i n f l at ion , o f  an 
an alys i s  pub l i shed by Fe lds te i n  and Summe r s  ( 1 9 7 7 ) . 

( 3 )  

( 4 ) 

3 3  



3 8  Equat ion 4 y i el ds an equat ion for a shar e of pr of i ts , n e t  of s tock 

appr ec i a t ion , in income , and Cl ar k and W i l l i ams ( 1 9 78 )  p r es en ted 

r es u l ts whe r e ,  a l t e r nately , th i s ,  and a s ha r e  of r eal pr o f i ts in 

income , [ l )  we r e  the d epend ent var iables . I t  shou l d  also be noted 

that the es t im a t ed equ a t ions i nc lud ed a t ime t r end wh ich may have 

r epr ese n t ed s uc h  f actor s  as the e f f ec t  of cumu l a t i v e  i n f l a t ion ove r  

t he l iv es o f  ass ets o n  the under pr ov i s ion f o r  r epl acement cos t  

d ep r ec i a t i on , [ 2 )  i nc r eased fo r e i g n  comp e t i t io n  [ Glyn and Su tc l i f f e  

( 19 7 2 ) , and Ba con and El t i s  ( 19 76 ) ) ,  a d ec l in e  in the marg i nal 

pr oduc t of c ap i t al [ Sa rg e n t  ( 1 9 6 8 ) ) ,  and a g rowth of un ion bar ga i n i ng 

powe r . Th e r es ul ts r epor t ed on that occ as ion p r ov id ed some s uppo r t  

f'o r th e appr oac h o f  expl a i n ing t r e nd s  in r ea l  pr o f i tabi l it y  i n  t e r ms 

of chang es i n  bot h  cos t  i nf l at ion and capa c i ty u t i l i s at ion , and of 

t r end factor s .  Th e r eg r es s ion r es ul ts pr esent ed i n  t h i s  pape r 

i nco rpo r a te ,  o f  nec ess i ty ,  c er ta in m i nor d if f e r en ces f r om the app r oach 

i n  Cl a r k and W i l l i ams ( 1 9 78 ) . Fi r s t ,  thos e r eg re ss ions used qua r t e r ly 

d a t a ,  and so i t  was impl ic i t ly ass umed that pr ices r e spond w i th a l ag 

of one qua r te r  to chang es in cos ts , and th a t  the s tock/ t u r nov e r  

pe r iod was one qua r ter . Howeve r , BM d a ta a r e  only ava i lable 

on an annual bas is ,  and so the r at h e r  less r ea l i s t i c  as sump t i on s  

of a lag in pr ice-s et t i ng and a s tock/ t u r nove r  per iod o f  one 

ye a r  h av e  been impos ed . [ 3 )  In ad d it io n ,  the secto r al 

pr of i t ab il i ty est imates cove r both UK a nd ove r s e as act iv i t ie s , and 

[ 1 ) Although the a lg eb r a  does no t y i e ld a r e al p r o f i ts s ha r e  ( that is , 
t a k i ng account of the c u r r en t  val u a t ion of d ep r ec i a t ion) as 
the d epend e n t  va r iabl e ,  such equ a t ions wer e  es t ima ted bec ause 
that a r t i c l e  emphas i s e d  tr ends in r ea l  pr o f i tabi l it y .  For the 
same r easo n ,  the r eg r es s ion r es ul ts pr esen t ed in th is paper a r e 
ones i n  wh ich pr e- tax r e al r ates of r et ur n on t rad i ng ass ets 
ar e the d epend e n t  v a r i ab l es , thoug h tests with mor e ' app r opr iat e '  
depend e n t  v a r i ab les we r e  also under t a ke n .  

[ 2 ]  Th is pa r t ic u l a r  j us t i f i c a t ion is , o f  cour se , only v al id when 
the d epend e n t  va r iable is a me asu r e  of p r o f i t ab i l it y  wh ich m a ke s  
a l lowa nce f o r  t h e  cur r en t  cos t  o f  d ep r ec i a t ion p r ov i s io ns . 

[ 3 )  Ther e a r e  d if fe r enc es of t im i ng be twe en the d epend ent a nd the 
indepe nd e n t  v a r iabl es o f  the r e g r e ss ions . Th e  meas u r es of 
p r o f i t ab i l it y  r e la te to accoun t i ng year s ,  b u t  the cos ts and 
capac i ty u t i l i s a t ion d a t a  r e la t e  to c al end a r  year s . Th is may be 
un impo r t a n t  s i nc e  abo u t  70% o f  l is te d  comp a n ies ' accoun t ing ye a r s  
e nd in the fou r th a n d  f i r s t  ca lend a r  qua r te r s . The d is ag g r e q a t ed 
cos ts d at a  ar e b as ed on a we igh t ed ave r ag e  of the un i t  labour cos t s  
a nd buy i ng pr ices o f  m a t e r i a ls and f ue l  of e a c h  sector , wh e r e  

3 4  

t h e  we ig h ts a r e  t a k e n  f r om i np u t- ou tput t ab les . The e s t ima tes 
of c ap ac i t y  ut il i s a t ion are taken f r om a d is ag g r e g a t ed s tudy of 
c apac i t y  ut il isa t ion by P a n i c  ( 1 9 78 ) . 



include ope r a t ions in a r ang e of i ndus t r i es ( as def ined at t he s . r . c .  

O r d e r  lev el ) , in the r es ul ts for eac h  sector bec ause of th e 

a l loc at ion of d iv e r s i f i ed compan ies accord ing to th e i r  pr i nc ipal 

ac t iv i ty in the BM ( s ee Appe nd ix 3 ) ; on the othe r ha nd , the cos ts 

and capa c i ty u t i l i s at ion te rms cov e r  only UK act iv i t ies in spec i f ic 

indus tr ies as de f ined in th e s . r . c .  I n  s p i te o f  the f l awed natur e of 

the r aw d ata , the spec i f ic a t ions tes ted ar e l i kely , never thel ess , to 

i ncorpo r a te the mos t impor t an t  de term i n ants of prof i t ab i l it y .  

3 9  The econome t r i c  r e s ul ts o f  a r el a t i onsh ip bas ed o n  equat ion 4 ,  w i t h  

p r e- tax r ea l  r e tur ns o n  t r ad i ng assets a s  the depend ent v a r iables , a r e  

p r ese nted f o r  man u f ac tur ing and for n ine i l l u s t r a t iv e  secto r s  ( Table L )  

for wh ich s at is factory d a t a  could be obta ined . The es t imat ion 

tech n ique was ord ina r y  least squa r es ,  and th e ava il ab i l it y  of only 

annual data for the per iod 1 9 6 1 - 7 7  imp l ies r e l a t ively few deg r e es of 

f r e ed om .  Th e expl an ator y  pe r f o rmance of these r eg r es s ions is r ea so nab ly 

good ( wi th the excep t ion of e l e c t r ic al eng i ne e r ing) , and the r e  is 

l i tt l e  ev idence of autocor r e la t ion , excep t  in the c as e  of v e h i c les . 

40 The pr ior expect at ion was tha t th e coef f ic i en ts would be 

n eg a t iv e  on the ter ms for both cos t i n f l a t i on ( impl y i ng th at an 

accele r a t ion of g rowth in cos ts r ed uc es r ea l  pr of i tab i l i t y) a nd the 

r ec i pr oca l of c ap ac i t y  ut il i s a t ion ( impl y i ng that r e al r e t ur ns would 

be ne f i t  f r om a r is e  in cap ac i t y  ut i l isa t ion) . Th e coe f f ic ien ts on 

the cos ts term a r e ,  in all c as es , o f  the expect ed s ig n ,  and ar e 

g e ner al ly s ig n i f i c an t . Howeve r , the hypothe s is of the r el at i onsh ip 

be twe en ( t he r ec ipr oc al o f )  c ap ac i ty ut il i s a t ion and pro f i tab i l it y  

i s  l es s  c l ea r ly s uppo r ted by th e d a t a ; the coe f f ic ie n t  is n eg a t iv e  

i n  o n l y  seven of t h e  ten equ a t ions and , e v e n  then , is  g ene r al ly 

ins ig n i f i cant . Th e t ime t r e nds a r e  nega t iv e  and s ig n i f icant i n  a l l  

o f  the equ a t ions p r e s en ted , excep t  in tha t f o r  e l e c t r ica l eng i n ee r i ng . 

Th e con s tan t te rms d i f f e r  f r om un i t y , o f ten s ig n if ic ant ly , in 

al l of the equ a t ions , pe r ha ps r ef l ec t i ng some m i sspec i f ic a t i on of 

the under ly i ng r el at ions h ips . [ l ] Th es e r e s u l ts prov i d e  some suppo r t  

[ l ] Howev er ,  spec i f ic a t i ons incorpo r a t i ng a dep e nd ent v a r iable wh ich 
is imp l ied by th e algeb r a  above ( that is , a s ha r e  o f  h i s tor ic 
p ro f i ts , n e t  of s tock appr ec i at ion , in i nc om e )  a nd/or a cons t an t  
cons t r a i n ed to un i ty y i e ld r es ul ts wh ich a r e ,  i n  a l l  c as es , 
a good deal wor se on s t a t i s t i c a l  g round s  t h an tho s e  i n  Tabl e L .  
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for the f r amewo r k  for expl a i n i ng t r e nds in r ea l  pr of i tab il i ty wh ich 

has been cons id ered he r e ,  and , in pa r t i cul ar , s ug ge s t  an impor tant 

r ol e  for chang e s  in the g rowth of cos ts . A c lea r featu r e  is th e 

bet te r  s ta t i st ic al per fo rma nce of the equat ion fo r manuf ac tur ing 

indu s tr y th an of tho s e  for i ts compone nts ; t h is may r e f l ect the 

g r eate r  con s i s t ency of the i ndu s t r ial cov e rage of th e dependent and 

independent v a r i ab les among a h ig h l y-agg rega ted g roupi ng than among 

the secto r s ,  wh ich a r e  r at he r  mo r e  bed ev i l led by th e d iv e r s i f i c at ion 

of compan i es allocated to each BM secto r . 

4 1  The equat ions s hown in Table L we r e  r e- e s t imated ove r the pe r iod 

1 9 6 1 - 7 3  ( Table M) - that is , pr ior to the s ha rp r ed uc t i on in the r e a l  

r et ur n  on t r ad ing ass e ts - t o  tes t  f o r  the s ta b i l it y  of the par am e te r s , 

thoug h the very l im i ted deg r e es of f r eedom of th e equat ions est im a ted 

ove r  th is s ho r te r  pe r iod imply that g re at caut ion s hould be a t t ac hed 

to the se r es ul ts . Fb r  manufac tur ing and th e n i ne s ec to r s , c e r t a in 

broad featu r es of the r es ul ts ar e common to bot h es t imat ion pe r iods ; 

fo r in stance , the coef f ic i ents on the t ime t r e nd are g en e r al ly 

neg a t iv e  and s i g n i f i cant ove r the pe r iod 19 61 - 7 3 , a nd the coe f f ic ien ts 

on the cos ts te rm a r e  n eg a t iv e  ( i n a l l  cases excep t me tal goods no t 

e ls ewh e r e  spec if ied ) , thoug h  less often s ig n if ic ant th an ove r the 

p e r iod 19 61 - 7 7 . A Chow tes t [ l ] for par am e t e r  s t ab il i ty - test ing 

the s ta b i l it y  of the coe f f ic ients be twe en the s ho r ter and the longe r  

e s t ima t ion pe r iod - was no t r e j ec ted i n  e ig h t  o f  the ten equat ions a t  

the 5 %  l eve l ( Table M) • 

4 2  Be ar i ng in m i nd tha t th ese reg r e s s ion r e s ul ts are no mor e  th an 

i l l u s tr a t iv e , it is neve r theless int e r es t ing to no te tha t an ex pos t 

f o r ec a s t i ng exe rc i s e  us i ng the coe f f ic ients of an equat ion es t imated 

over th e per iod 19 6 1- 7 3  p r ed icted the f a l l in the r ea l  r e tu r n  on th e 

t r a d i ng ass ets of manufac tur ing industr y bet we e n  19 73 and 19 7 5  v e r y  

we l l ,  thoug h t h e  subse que nt r ec ov e r y  was under pr ed i c te d  ( s ee Ch ar t E ,  

wh ich also g iv e s  the t r a c k ing r ecord of the equat io n  ov e r  the 

p e r iod 19 6 1- 7 3 ) . A c o r r espond i ng exe r c i s e  was c ar r i ed out for 

e ac h  of the n in e  secto r s . The s ha rp fal l in the r ea l  pr of i tab i l it y  of 

e ac h  sub-sector i n  the m id- 1 9 70s ( a nd , i nd eed , the r ea l  lo sses of 

me t al manufac tur e ,  v e h ic les a nd tex t il es ) we r e  p r e d i c te d  by th e 

[ l ] See Chow ( 1 9 60 ) . 
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equat ions est ima ted ove r  the per iod 1 9 6 1 - 7 3 . A r ecove r y  in the r ea l  

prof i t ab i l it y  of eac h  sub- s ector ( except food , and pape r , pr i n t ing and 

pub l ish ing) f rom 1 9 7 5  was pr ed ic ted , though g en e r ally under es t ima ted . 

4 3  The twin facto r s  of a sharper g rowth in cos ts and a f al l in 

c apac i ty u t i l i s at ion se em ab le - on the bas is of the equat ion 

es t imated over the pe r iod 1 9 6 1- 7 7  - to exp l a i n  a l a r g e  par t  o f  the 

f a l l  in the r ea l  r e tu r n  on t r a d i ng ass ets in man u f ac tur ing f r om 7% in 

1 9 73 to 2% in 1 9 7 5 . The equat ion • tr acks • th is per iod ve r y  we l l  

and , w i t h i n  i ts f r amewo r k ,  a t t r ibutes a bo u t  6 5 % o f  the f al l  to the 

cos t  term and abou t 20% to the capac ity ut il isa t ion ter m .  The 

equat ion is less success ful in exp l a in ing th e subseque n t  r ecov e r y  of 

pr o f i tab i l it y  to 6%  in 1 9 7 7 . Th e  cos t te rm is est ima ted to have 

incr eased pr o f i tabi l it y  by ar ound 2 1/2 % , r ef l ec t ing an eas ing of 

cos t pr essu r es ; bu t some fur the r f a l l  in c apac i ty ut i l i s at ion and 

the con t inued dep r es s ing e f f ec t  of s ec ul a r  facto r s  ar e es t ima ted to 

h av e  par tly of fse t th is . 

4 4  Cha r t  F i l lust r a tes th e acceler at ion of cos t pr ess ur es in 

manuf ac tu r ing ind u s t r y  in the 1 9 70s . Th e sharp acc el e r a t ion in 1 9 7 3  

and 1 9 74 was in i t ially a r e f l ect ion o f  f as te r  g r owth i n  r aw ma ter i a ls 

cos ts ( Table N )  • I t s  subsequen t  impact on wage barga i n i ng 

Table N 

G rowth o f  cos ts in man u f ac t u r ing indus t r y  1 9 70- 7 7  

P e r  cent 

Un it l abour Raw ma ter ial To ta l  

cos ts cos ts cos ts 

1 9 70 1 3  5 1 1  

1 9 7 1  10 5 9 

1 9 7 2  5 4 5 

1 9 7 3  6 3 3  1 2  

1 9 74 2 4  4 9  3 2  

1 9 7 5  3 4  1 5  2 7  

1 9 76 1 4  2 7  1 8  

1 9 7 7  1 2  1 5  1 3  
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C ha r t  E 

Explanato r y  and forecast ing per formance o f  an equat ion for the 
r ea l  prof i t ab i l i ty o f  manufact u r i ng [ a ]  

- - - r n sid e  s a  m p 1 e e s 1 i m a I e 
F o r e c o  s t 

I 
Actual 

1 9 6 2  64 66 68 70 7 2  74 

P e r  c e n t  

1 0  

8 

6 

4 

2 

I I 
7 6  

( a ) B ased on an equat ion e s t imated ove r the pe r iod 1 9 6 1- 7 3 , a s  pr esented 

i n  Tab l e  M .  
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C h a r t  F 

G r owth o f  cos t s  a nd c apac i ty ut i l i sa t ion : manu factur i ng [ a ] 

Per c e n t  
4 0  

30 

G ro W t h  ot 20 

1 0  

+ 
0 

1 00 

95 

C ap a c i t y u t i l i s a t i o n  
9 0  

1 9 6 2  6 4  6 6  6 8  7 0  7 2  74 7 6  

[ a ]  E s t imate s  f o r  the 1 9 70 s  a r e  shown i n  Table N .  
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con tr ib u te d  to a cont i n ua t io n  of r ap id cos t in f l a t i on in 19 7 5  i n  

s p i te o f  the s ha rp d ec e l e r at ion o f  r aw ma ter i als cos ts . Cost 

p r es s ur es in t he m id - 1 9 70s co inc ided w i th - i nd eed par tly contr ibu ted 

to - a fa l l  of 1 2 %  in capac i t y  ut il isa t ion betwe e n  1 9 7 3  a nd 1 9 7 5 . 

Th e acc e l e r at ion of cos t in f l a t ion and fal l in cap ac i ty ut il isa t ion 

in the m id - 1 9 70s we r e  common to e ac h  of the n in e  sectors for wh ich 

r eg r ess ion r esul ts a r e  pr ese n ted , t ho ug h  th e r e we r e  d i f fe r ences in 

bo th the t im i ng and the s tr e ng t h  of these d ev e lopments ( Append i x  4 ,  

Tab l e  4 ) . 
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Append ix 1 

The i n f l a t ion- adj us tment of company accounts [ l ] 

4 5  Th e inf l at ion- adj us tment of comp a n i es ' publ is hed accounts [ 2 ]  

involves the es t imat ion of : 

( i } a cu r re n t  valuat ion of net f ix ed assets ; 

( i i }  a c u r r ent valuat ion of d ep r ec i a t ion ; 

( i i i }  s tock appr ec i a t io n ;  

( iv }  a mone t a r y  wor k i ng c ap i t al adj us tme n t ;  a nd 

( v }  a g e a r ing ad j us tme n t .  

4 6  A c u r r en t  valua t io n  o f  n e t  f ix ed ass ets i s  obt a in ed as th e 

d i f f e r ence betwe e n  th e c u r r ent valuat ions of g r oss f ix ed assets and 

c umu l a t iv e  depr e c i a t ion . Calcu l a t ion of a cur r en t  va lua t io n  of 

g r os s  f ix ed ass e ts in yea r  t r equ ir es tha t th e va lue o f  assets 

dat ing fr om eac h  pr ev ious yea r  ( t- k }  s ho ul d  be adj u s ted f r om h is tor ic 

cos t to cur r en t  pr ices , [ 3 ]  wh ich is he r e  accompl is hed by appl y i ng an 

est ima ted pr ice cha ng e  d e r ived f r om f ixed asse t  pr ice ind ice s pr oduc ed 

by th e C e n tr al S t a t i s t ic al Of f ic e .  As a p r e l im i na r y ,  however ,  i t  is 

n ec es s a r y  to de t e rm i ne the por t ion of the h is to r ic value of q r oss 

f ix ed ass ets in any par t ic ul a r  yea r  wh ich is at tr ibutable to assets 

acqu ir ed i n  e ac h  pr ev ious yea r . 

4 7  Suppo s e  investment of £a
t- k ,o 

takes pl ac e  in yea r  ( t- k } . Th is w i l l 

typ ical ly b e  composed of ass ets with d i f fe r en t  ( accou n t i ng }  l iv es . Th e 

g ross value ( at h is to r ic cos t} o f  the as se ts ins ta l l ed i n  ye ar ( t- k }  

wh ich r ema i n  on the b al anc e  sh ee t i n  s ub s equen t yea r s  w i l l  the r ef o r e  

decl i n e  a s  eac h  component is wr itten off unt il by , s ay ,  ye ar ( t- k+ n }  

[ 1 ] Al a s ta ir Cl a r k contr ibu ted pa r t icul a r ly t o  deve lop ing and 
pr og r ammi ng th e tech n ique of in f l a t i on- adj u s tm e n t  us ed in th is 
pap e r . 

[ 2 ]  I n  pr act ice , the pub l i s h ed  acc ou nts o f  many comp a n ies s e em ,  d u r ing 
the per iod of t h i s  s t ud y , to h av e  incorpor a ted a par t i al adj u s tm e n t  
of n et f ix ed ass ets and depr ec i a t io n  f r om a h is to r ic to a cur r en t  
v a l u a t ion ; h en c e  the d if fe r ence be twe en r ec o r de d  and ' tr u e ' 
h is to r ic cos t  r at es of r et ur n r e fe r r ed  to on page 7 ,  f oo tnote 2 .  
I t  w i l l  be r ead i ly s e e n  tha t ' t r ue ' h is t o r ic cos t es t imates a r e  a 
pr oduct o f  th e me t hod of i nf l at ion- adj us tm e n t  out l ined below . 

[ 3 ] But , fo r r e asons ou t l in ed i n  par ag r aph 5 9 , s uc h  a p r ocess o f  
r eva lua t ion c an no t  b e  appl ied d i r ec tl y  t o  the f ig u r es r eco r d e d  in 
company accoun ts . 
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a l l  have bee n wr it ten o f f . (Note tha t n is not nec ess ar i ly the 

same for the ass ets i ns ta l l ed i n  d i f fe r en t  yea r s . )  Fo r examp l e ,  

i n  the matr ix bel ow , Ea r epr es en ts the g r oss va l ue ( a t 
t- n ,  4 

ye ar t- n pr ices ) of as se ts d at ing fr om year ( t- n )  s t i l l  on the 

b a l ance s heet at the end of ye ar ( t-n+ 4 ) . In pr act ice , Ea
t- k , i  

i s  un l i k e l y  to be v e r y  d i f fe r en t  f rom Ea
t- k ,o 

for sma l l  va l ues of 

i beca us e few assets wi l l  be wr it ten o f f  in the f ir s t few ye ars . 

Matr ix A 

At h i s t or ic cos t 

Year s t- n t-n+ l t-n+2 t- n+3 t-n+ 4 • • • • • •  t 

t-n a 
t-n , O  

a 
t- n , l  

a 
t-n ,  2 

a 
t-n , 3 

a 
t- n ,  4 

a
t 

(=0)  
- n , n  

t - n + l  

t-n+2 

t-n+3 

t- n+4 

t 

To ta l t-n 

a 
t-n+ l , O  

t- n + l  

a 
t-n+ l , l  

a 
t- n+2 , 0  

t-n+2 

a 
t-n+ l , 2  

a 
t-n + 2 , l  

a 
t- n+ 3 , 0  

t- n+3 

a 
t-n+ l , 3  

a 
t-n+ 2 , 2  

a 
t-n+ 3 , l 

a 
t-n+ l , n- 1  

a 
t-n+ 2 , n - 2  

a 
t-n+3 , n - 3  

a a 
t-n+4 , 0  • • • •  t-n+4 , n - 4  

t-n+ 4 t 

4 8  A me thod is now r e qu ir ed for est ima t ing t he way i n  wh ich the q ross 

( h is to r ic) v a l ue of as s e t s  d at ing f r om e ac h  ye a r  d ec l i n es over 

t ime . To ta l wr i te - o f f s  i n  a g iven yea r  can be der iv ed as the 

d i f fe r ence betwe en the ann ua l depr e c i a t ion pr ov i s ion in the yea r  an d 

t he ch ange i n  c um u l a t ive depr ec i a t ion f rom beg in n i ng to end-year . 

I t  has been ass umed he r e  tha t th e to t a l  shou l d  be a l l oc a t ed to ass ets 

o f  d i f f e r en t  v i nt ag e s  i n  pr opo r t i on to the val u e  in the ope n ing 

ba l ance s he e t  of c um u l a t iv e  d ep r ec i a t i on on ass ets of e ac h  v i n tage . 
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At bes t , th is is a r ough appr ox ima t i on ; i n  par t i cul a r , i t  is l i kely 

to imply that too h igh a pr opo r t i on of the ass ets wr i tten off a r e  

of r ec ent v int ag e .  Wh atever th e r ul e  adopt ed , once th e al locat ion 

is made then it is pos s ib l e  to der ive each col umn of th e matr i x  f r om 

the immed i ately p reced i ng one . 

4 9  In calcul a t ing th e pr ice chang es app r opr iate to ass ets of e ac h  

v i ntag e , the ass et compos i t i ons of inv estment i n  eac h  ye a r  - s o  fa r 

a s  they ar e r ep r es en ted by th e conv e n t i onal d is t inc t ion i n  the 

n at ional accoun t s  be tween ' pl a n t  and mac h i ne r y ' , ' ve h ic l es , s h ips and 

a ir cr af t '  a nd ' n ew b u ild i ngs and wor ks ' - h av e  bee n ta ken i n to accou n t .  

Fo r a pa r t ic u l a r  ind u s tr y ' s  tot al i nvestment ,  th e as s e t  compos i t ion 

c an be det e r m i ned f r om na t ional acc ou n ts d at a ,  and th e same 

p r opo r t i ons h av e  been ass umed fo r inves tme n t  by th e BM c ompan ies 

ass igned to the indust r y .  Th es e pr opo r t i ons , wh ich typ ical ly v a r y  

f rom ye a r  t o  year , have been us ed t o  we ig h t  tog e the r pr ice ind ices 

( i n ma ny cases spec i f ic to a par t icul a r  indus tr y or g ro up of c l os e l y  

r el ated indus t r i e s )  f o r  the th r ee categ o r ies o f  ass e t .  Th is leads 

to a se r i es of i nd ices , spec i f ic to bot h indus tr y and v i ntage , w i t h  

wh ich t o  adj u s t  g ro s s  ass ets - a nd ,  as noted i n  par ag r aph 5 1 , 

cumul at ive depr e c i a t ion - to c u r r en t  pr ices . 

50 Idea lly , the ma t r i x  wou l d  beg i n  w i th th e ye a r  o f  acqu i s i t ion of 

t he ol de s t  asse ts s t i l l  on the bal anc e sh ee t in the f ir s t  yea r  fo r 

wh ich i nf l at ion- ad j us ted accoun ts hav e  been con s t r uc ted ( 1 9 6 1  i n  th i s  

i ns tanc e ) . In pract ice , n e i the r  B M  d a t a  no r su i t ab l e  i nf orma t ion o n  

t h e  pr ices of f ix ed ass e ts ar e ava i lable be fo r e  1 9 4 8 . A p r ice 

chang e  ( her e 50% ) mus t th e r ef o r e  be ass umed be twe en the ' av e r ag e ' 

d ate of i ns tallat ion of the g ro s s  c ap i tal s tock on the bal anc e  sh e e t  

i n  1 9 48 , a nd e nd- 1 9 48 . The e f f ec t  o f  th i s  ar b i tr a r y  a s s ump t i on on 

the ca lcul a ted r e al r ate of r et ur n w i l l  c l e a r ly become les s  impo r ta n t  

a s  t h e  propo r t i on of old ass ets o n  the bal anc e sh ee t decl i nes . ( By 

1 9 6 1 ,  for ex amp l e ,  th e p r opo r t i on of p r e- 1 9 49 asse ts , measur ed at 

c ur r ent cos t ,  is  est ima ted to h av e  f al len to about one th i r d  for the 

s ampl e as a whole . )  

5 1  Th e f ix ed ass ets r e qu i r ed e ac h  ye a r  w i l l  be dep r ec iated ov e r  

th e i r  ( accoun t i ng )  l iv es ; a nd the to t a l  o f  d ep r ec i a t ion p r ov i s io ns 

made on ass ets s t il l on t he b al anc e sh ee t - ' cumu l a t iv e  d ep r ec i a t ion ' 
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- c l e ar l y r e l a t e s  to ass e t s  of d i f fe r en t  v intages . As in the c ase 

of g r os s  f i x ed ass e t s ,  the age compo s i t ion must be determi ned before 

a c u r rent v al u at io n  can be d er ived , and muc h the same me tho d  can be 

used . Ou r ing ye ar t ,  c um u l at ive depr ec i a t ion att r ibu t ab l e  to asse t s  

of a pa r t ic u l a r  v i ntag e  ( t- k )  w i l l b e  inc r e ased by the compo nen t o f  

ye a r  t d epr ec i a t i o n ,  a n d  reduc ed by t h e  componen t of ye ar t wr i te-off s ,  

a t t r ibu tabl e to as se t s  acqu i r ed i n  ye ar t- k .  Wr i t e- o f f s  h av e  ag a in 

been al l oc at ed to asset s o f  d i f fe r en t  v i n tages i n  the way se t out 

above , i . e .  ac cord i ng to the ag e compo s iton of cum u l a t i v e  dep r ec i at ion 

( a t h i stor ic cos t )  in the ope n ing ba l ance she e t ; wh i l e  c ur r en t-year 

depr ec i a t io n  ha s been a s s i g ned ac cord ing to the ag e compo s i t io n  of 

h i stor ic cost ne t f i x ed ass e t s .  Th e pr ice i nd ice s used t o  co nv e r t  

t he v i n t ag e  compo nent s o f  cumul a t i v e  depr ec i at ion to cur r en t  pr ice s 

a r e  the same as tho s e  used fo r gr oss f ix ed asset s .  

5 2  A c u r r e n t  v a l u at io n  o f  t he ann ual depr ec i at io n  c h a r g e  i s  e as i l y  

c a l cu l a ted once the age compo si to n  o f  the char g e  h a s  be en est ab l ished , 

as i nd i c at ed above . Bec ause depr ec i a t ion not ion al ly a r i se s  t h rough 

the ye ar , the pr ice i nd i ces used fo r the conv e r s ion d if fe r  sl igh t l y  

f rom those appl i ed  t o  the beg i n n ing and end-year sto c k s ;  but the y  

have bee n co ns t r uc t ed along the same l ines . 

5 3  Of the ad j u stme n t s  ment ioned at the st a r t of t h i s  appe nd i x , i t  

r em a i ns t o  c al cu l ate stock appr ec i at io n ,  t h e  mo net a r y wo r k ing capi tal 

ad j u stmen t and , for r e t u r ns to the equ i t y  i n t e r e s t , a ge ar i ng 

ad j u s tme n t . 

5 4  Stoc k  appr ec i a t io n  ha s be en c al cu l ated as the r es idual betwe e n  

the chang e  in the book v al ue of stocks and t he cur r en t  v alue of 

t h e  phys i c a l  chang e  in stoc k s ,  the l a t te r  be ing t a ke n  as the d i f fe r ence 

betwe en ope n i ng and c lo s i ng book v a l u e s  whe n bo th a r e  conve r te d  

to mid -ye a r  pr ice s .  Pr ice i nd ice s wh ich a r e  s pe c i f ic bot h to the 

stoc k s  h e l d  by each i nd u st ry ( o r  g roup o f  c lose l y  r e l a ted i nd u st r i e s) 

and to the ave r ag e  accoun t i ng ye ar o f  comp an i e s  a l l oc ated to each 

Br1 i nd u st r y  h av e  been used . 

5 5  Th e mon e t ar y wo r k i ng c ap i tal adj u stmen t  i s  r ead i ly c alcul a ted by 

a pp l y i ng the per ce n t ag e  ch ang e i n  a ' g ener al ' p r ice i nd ex to the 

compan i e s ' net t r ade c r ed i t  po s i t io n ,  ad d in g  the r e sul t to pr of i t s i f  
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ther e is a net rece ipt of c r ed i t  and subtr ac t ing it i f  t he r e  i s  a net 

ex ten sion of c r ed i t . Th e c al cul a t ion has be en b as ed on the ch ang e 

i n  the r et a il pr ice i nd ex betwe en succes s ive Decembe r s .  [ l )  

5 6  Both ' n atu r al '  and SSAP 1 6  g e ar i ng ad j u stments are c al cul ated and 

the r es ult i s  c r e d i ted to equ i t y  p r o f i t s .  The ' n atu r al '  ad j u stment 

is d er ived as the ch ang e in the r eal value o f  ne t debt at a t ime of 

c hang i ng pr ices ; [ 2 ]  wh i l e the S SAP 1 6  adj u stment is c alcul ated as t he 

g e a r ed po r t ion [ 3 ]  o f  both stock appr ec i at io n ,  and of the adj u stments 

to d epr ec i ation ( f r om a h i s to r ic to a c u r rent val u a t ion)  and monet a r y  

wor k i ng c ap i tal .  

5 7  Th e adj u stments d esc r i bed above wo u l d  be nec e s sa r y  i r r e spec t iv e  

o f  the sou r ce of company accoun t ing in fo rm a t io n .  I n  add i t io n ,  

howeve r , c e r t a in ad j u stmen t s  ar e r e qu i r ed bec ause o f  t wo  s pe c i f ic 

ch a r ac te r i st ic s  of the BM sampl e .  Thoug h  con f i ned to a f ix ed g r oup 

of comp a n i e s  fo r pe r iods of about f iv e  ye ar s ,  the BM s ampl e does 

c h ange sl ig htly ov e r  t ime bec au se o f  me r ge r s ,  acqui s i t io n s ,  

b an k r uptc i e s ,  etc . so tha t ,  f o r  ex ampl e ,  t h e  value o f  g r oss f ix ed 

a s se ts i n  the openi ng b al anc e  sh eet of one ye a r  is not i n  gener al the 

same as in the c l os i ng bal anc e sh e e t  of the pr ev i ous ye ar . In 

add i t io n ,  the data do not d i st i ng u i sh wi th i n  the to tal of g ross f ix ed 

a s se t s  thos e wh ich h av e  bee n r e v al ued . 

5 8  Th e d iscont i n u i t i e s  i n  b al anc e sh e e t  to t al s  do not p r e se n t  much 

d i f f icul ty whe n  the ob j ec t i ve is to c al cul ate a se r ie s  of r a t ios 

( e . g .  r ates of r et ur n ,  g ea r i ng ,  e tc . ) ,  wh ich ar e sca l e- f r e e .  At 

[ l ] Th us i nco rpo r a t i ng a t im i ng d i f fe r en c e  as compa r ed w i th the 
pr ice indices used to c al cul ate stoc k appr ec i at ion wh ich we r e  
b a se d  on the ' av e r ag e '  accou n t i ng ye ar of compan i e s  al loc ated 
to e ac h  industr y .  In pr act ice , c ompan i e s ' accoun t i ng ye a r s  -
w i th about 7 0 %  o f  l i ste d compan ie s '  account ing ye a r s  e nd i ng i n  
the fou r th and f i r st c al endar qua r te r s  - a r e  suc h  that th e 
metho d  adopt ed i s  no t thoug h t  to inval id ate the r es ul t ing 
est imate s .  

[ 2 ]  B a sed on the same pr ice i nd ex a s  i n  t he c al cul ation o f  the 
mon e t ar y  wo r k i ng c ap i ta l  ad j u s tmen t .  

[ 3 )  T h at i s ,  n e t  debt ( n et mone tary l i ab i l it ie s  a s  d ef i ne d  in 
Append i x  2 )  as a pe rcentag e  of t he cur r e n t  valua t io n  of t r ad i ng 
as se ts ( n et tan g i ble f ix ed asset s ,  stocks and net t r ade c r ed i t  
ex t ended) • 

4 7  



e ach d i scont i n u i ty ,  fo r ex ampl e in the c ase of g ross f ix ed asse t s ,  

t he pr oced u r e ha s been s impl y to sca l e  the c a l c u l ated compo nen ts 

at tr ibu ted to eac h  v i ntag e ,  and th e ca l cu l ated to t a l , by the r a t i o  of 

the ' r eco rd ed ' tota l s .  Th e same proced u r e ha s be en used fo r 

c umul at ive d e pr ec i a t io n .  

5 9  Th e conv e r s i on to cur r en t  pr ice s cannot b e  ba sed d i r ec tl y  o n  the 

r ecor ded f i g u r es ( i . e .  t he BM d at a) bec ause the se i nc lud e ,  

i nd i st i ng u i sh ab l y ,  the e f f ec ts of asset r ev a l u a t io n s .  It i s  c l e ar l y  

i nv a l id to app l y  f i x ed ass e t  pr i c e  i nd ice s i f  the ' h i stor ic d at a '  d o  

not , i n  f ac t ,  r e fl ect h is to r ic cos t s .  FO r  sto c k s  of f ix ed assets 

and cum u l at iv e  depr ec i a t ion , r ev a lu a t ion e f f ec t s  c an ,  i n  pr i nc ipl e ,  

b e  e l im i nated by d e r iv ing se r ie s  o f  c al cu l ated f i g u r es as 

acc umu l a t i o n s  of f l ow s , a l be i t with ad j u stmen t s  fo r ch ang e s  in 

cove r ag e  betwe en ye a r s .  Bu t i t  mu st be s uppo sed tha t the r e co r d ed 

f l ows o f  d e pr ec i a t io n  an d wr i te-off s them s e l ves r ef l ec t  reval u at io n s  

i n  pr ev ious ye ar s ;  a nd f ir st , ther efo r e , an attempt mu st b e  mad e to 

ad j u st the se f l ows to r ef l ec t  ' t r u e ' h i stor ic cos t s .  As a 

pr e l im i na r y ,  to t a l  reva l u a t io n s  d u r i ng a par t ic u l ar ye ar h av e  been 

d e r ived as the chang e  ov e r  the ye a r  in r ec o r ded g r os s  f ix ed ass e t s  

l es s  the d i f fe r ence betwe en f ix ed i nv estment and ' r ec or ded ' 

wr i te-o f f s .  I t  h as then been as sumed that th i s  tot al i s  at tr ibutab l e  

to g ro s s  f ix ed asset s o f  each v i nt ag e  i n  propo r t i on to the c as h  

amoun ts o f  the d i f fe r enc es betwe en ' t r ue '  h i st o r ic cost a n d  c u r rent 

v a l ua t ions ( i n the c lo s i ng bal anc e sh eet)  o f  g r oss f ix ed as se ts of 

the v i n t ag e .  Fb r  e ac h  v i n tage ,  a ta l ly i s  kep t ,  ye ar by ye ar , of 

t h e  pr opo r t i on o f  the r ec o r ded va l ue o f  g r os s  f ixed assets 

at t r i bu t ab l e  to r ev a l u a t i on ; a nd ,  i n  each ye ar , the ca l c u l ated 

compo n e n t s  of d epr ec i a t ion and wr i t e- o f fs att r ibuted to the v in tage 

h av e  been sc aled down by the reval u at ion pr opo r t i on d er ived f r om the 

pr ev i ous end-ye a r . 
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Append ix 2 

Techn ical def i n i t ions 

60 Th is append ix sets out the de f in i t ions of r a tes of r e t ur n pr ese n ted 

i n  th i s  ar t ic l e .  Th e d er iv a t i on of the i n f l at ion- ad j u s ted i t ems was 

desc r ibed in Appe n d i x  1 .  

P r e- t ax r ecor ded r ate of r e t u r n  on t r ad ing assets 

wh e r e : 

GTPR 

DPRB 

NFAB 

STKB 

NTCE 

[ GTPR- DPRB 

-J NFAB+STKB+NTCE 
x lOO % 

g ross t r ad i ng prof i ts ( l ess charg es for the h ir e  

of pl ant and mac h i ne r y) ; 

d ep r ec i a t ion a t  boo k v a l ue ; 

net tang i ble f ix ed ass ets at boo k v al ue ;  

s toc k s  and wo r k- i n-pr og r es s  at boo k val u e ; a nd 

net trade c r ed i t  ex tended . [ l )  

( Al l  ba l ance sh ee t i t ems a r e  expr essed as a n  ave r ag e  o f  the 

b eg i nn i ng and end-yea r to tals . )  

P r e- t ax r ecor ded r a te of r et u r n  on the equ i t y  s ta k e  i n  t r ad ing assets 

wh e r e : 

whe r e :  

I 
GTPR-DPRB- INTN 

l J 
_NF AB+S TKB+NTCE-N'rnL X 00 - % 

J"l TN n e t  in te r es t  payment s ; [ 2 )  a nd 

NTML net mon e t a r y  l i ab i l i t i es . 

NTML = D HFC [ BOVD+S TLN+DVI D+CRTX+LTLN+PRSH) 

- [ IBGS + I LAL+TXRC+TRBL+CASH)  

BOVD b an k  ov e rd r a f t s  and lo ans ; 

STLN s ho r t- term loans ; 

DVI D d iv id ends and in te r e s t  due ; 

CRTX = cur r en t  taxa t io n ; 

[ l ) Th at i s , n e t  of t r ade c r e d i t r ece iv ed . 
[ 2 )  Th at i s , n e t  of i n t e r es t  rece ipts . 
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LTLN l ong- term loans : 

PRSH = p r e f e r ence sha r es ; 

I BGS i nv e s tme n t s : Br it is h  gove r nment s ec u r i t i es :  

I LAL i nv estmen ts : l ocal a ut ho r i t y  loans : 

TXRC tax r es er ve cer t i f i c a t es/depos it acc ou n ts : 

TRBL Tr eas ur y b i l ls ; and 

CAS H cas h ,  e tc .  

DHFC 
NFAR+ STKB+NTCE 

NFAR+ S TKB+NTCE+GDWL+ I USB+ I BGS+I LAL+ I OLS+I ULS+TXRC+TRBL+CASH 

wh e r e :  

DHFC = debt hypo thecat ion f ac tor : [ l ]  

NFAR n et tang i ble f ix ed ass e t s  at r ep l ac ement cos t ;  

GmvL g oodw i l l ;  

I USB i nv e s tme nt in unconso l id a te d  subs i d i a r i es :  

I OL S  i nv estmen ts : o t h e r  l i s ted secur i t ies ; and 

I U LS = i nv estmen ts : u n l is ted secnr it ies . 

P r e- tax r ea l  r a te of r e t u r n  on t r ad i ng assets 

[GTPR- DPRR-STAP-M�'lCA 
l 

J NFAR+STKB [ 2 ] +NTCE 
x OO % 

wh e r e :  

DPRR 

STAP 

MWCA 

d epr e c i a t io n  at r ep l ac ement cos t :  

s toc k appr ec i a t ion ; a nd 

mone t a r y  wo r k ing cap i t al ad j u s tmen t .  

[ l )  I t  is assumed tha t q ross deb t  f i nances t rad i ng and non- t r ad i ng 
ass ets in p r opo r t i on to the i r  r es pe c t iv e  mag n it ud es ; that is , a 
' n eu t r al ' as sum p t i on abo u t  the hypothec a t ion of d eb t  has been 
use d . Cons isten t l y , the r e fo r e ,  g ro s s  i n t e r es t  pa yments hav e  
been s c a l ed by the d eb t  hypo thecat ion f ac to r  in the c a l cu l a t ion of 
n et i n te r es t  payme nt s .  Th er e is a case for app ly i ng d i f fe r en t  d eb t  
hypo th ec a t io n  f a ctor s - based , a l ter na tely , o n  r ec o r ded and cur r en t  
va lua t ion s of t r a d i ng ass e t s  - i n  t h e  calcu l a t i on o f  r ec o r ded and 
r eal equ i t y  pr of i tab i l i ty .  It can be see n  th at , as an app r ox im a t i on , 
debt h yp o th ec a t ion factors bas ed  on cur r e n t  v a l ua t ions of t r ad i ng 
ass e t s  have been used i n  bo th sets of cal c u l at i ons . 

[ 2 )  Me as ur ed a t  book v a lue , r athe r th an a t  r ep l ac ement cos t ,  to p r e s e r v e  
an e l emen t of con s i s t ency w i th nat ional ac counts es t imates of 
p r o f i ta b i l it y .  Th e two v a l u a t ions do not d i f fe r  s ig n i f ican t ly , even 
a t  t imes of r ap id inf l at ion , becaus e of th e r a p i d  t u r nove r of s tock s .  
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P r e - tax r ate of r e t ur n  on the equ ity s take i n  t r ad i ng assets 
( ' natur a l ' and SSAP 1 6 )  

r GTPR-DPRR- STAP-MWCA- INTN+GRAJ 
x loo

l % 
L NFAR+ S TKB+NTCE-NTML J 

wh e r e  GRAJ = g ea r i ng ad j u s tmen t ( a lt e r n ately , ' n atur a l ' a nd S SAP 1 6 ) . 

Pos t- tax r ea l  r ate of r e t u r n  on the equ i t y  s ta ke i n  t r ad ing assets 

( i ) D isposa l  bas is 

whe r e :  

1- GTPR-DPRR- STAP-MWCA- INTN+GRAJ-TXAC-TRDT + OTCR 
x lOO

l % 
NFAR+ S TKB+NTCE-NTML-DFRT 'j 

TXAC 

wh e r e : 

TROT 

t ax acc r u a ls ( exclud i ng t r ans f e r s  to d ef e r r ed tax at i on )  
i . e .  UKTX+OVTX+P YTA+ I TDV 

UKTX cur r en t  UK t axa t io n ;  

OVTX ove r se as tax a t i on ;  

PYTA = pr ior yea r  tax adj us tments ; 

ITDV income tax on d iv idends 

t ra ns f e r  to d ef e r r e d  taxa t io n ;  

OTCR = o ther c ap i tal r ec e ipts ; a nd 

DFRT 

wh e r e :  

de fer red taxa t io n , c a lcula ted as pub l is hed pr ov i s ions 
pl us [ c . ( NFAR-NFAB) ] 

c = r at e  of cor po r at ion tax on r et a i ned ea r n ings . 

TROT a nd pub l is hed d e fe r r ed tax p r ov i s i ons ar e cons t r a in ed  to ze r o  un t il 

1 9 68 , [ 1 ] a nd bas ed on the ava i l a b l e  ac count ing d a t a  for the per iod 1 9 6 9 - 7 7 .  

( i i )  Go i ng conc e r n bas is 

As d i sposal bas is , excep t  TROT a nd DFRT are ze r o  fo r the whole per iod 

1 9 6 1- 7 7 . 

[ 1 ] Th es e i t ems a r e  con s t r a ined on the g ro unds that d ef e r r ed tax 
pr ov i s i ons ar e an unknown , and pr obab ly sma l l ,  pa r t  o f  th e 
' f ut ur e ta x r e se rv e s ' i tem of the BM s amp l e  pr ior to 1 9 6 9 .  
( Th e  maj or par t of f ut ur e tax r e se rves comp r is es cor po r at ion 
tax and in come tax due on 1 J a nu a r y  of the f is c a l  ye a r  
fo l low i ng t h e  comp an ies ' b al anc e sh ee t da tes . )  An ex tens ion 
of c a l c ul a t io ns made i n  F l emm i ng et a l . ( 1 9 76 ) , p ag e  4 7 ,  s ug g ests 
that the maj or par t of comp a n ies ' d ef e r r ed tax l i ab i l it y  pr ior to 
1 9 69 h as been ta ke n accoun t of in thes e es t im a t es by the 
calcul at io n  of the con t i ng ent t ax l iab i l it y  on ass e t s  i f  they 
shou l d  be so ld a t  t he i r  cur r en t  r e p l acemen t va lue . 
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Append i x  3 

The Rus iness Mon i tor samp l e  of company accounts [ l ] 

6 1  Th e es t ima t es o f  p r o f i tabi l i t y  in t h i s  ar t ic l e  ar e ba sed on the 

pub l ished ccoun ts of more tha n  1 , 000 l ar ge l is ted compan ies , as 

pr e s e n t ed in the Depa r tm e n t  of Indus tr y ' s Bus iness Mon i tor MA3 : 

Company F i nance . Th e p r e s e n t  s i ze c r i te r i a  fo r inc l u s i on in the 

s amp l e  ar e net ass ets of at l ea s t  £5 m i l l ion or g ross inc ome of at 

1 as t £ 500, 000 i n  1 9 7 3 . An ear l ie r  ar t i c l e ( 2 ]  i nd ica ted a n umber: o f  

r ea sons for inte rpr et ing pr o f i tabi l it y  es t imates d er iv ed f r om t h i s  

s o u r c e  - on th at occ as ion ,  at t h e  agg r eg a te l ev e l - w i th cau t ion , and 

i t  may be us ef ul to r e i te r a t e  them . Fi r s t , the f i nanc i a l  be hav iour 

a nd pe r f orma nc e o f  the r el a t iv e l y la rge compan ies wi th i n  th e BM 

s �np l e  - a l t hough cov e r i ng abo u t  60% o f  g r oss f i xed ass ets and 

inve s tme n t  in the cas e o f  ma nuf ac tur ing indus tr y ,  b u t  r a ther: l es s  

in d i s t r i bu t ion and se rv ices - m a y  no t be who l ly r epr esentat iv e  o f  

t h e  company sector as a wh ole . Se cond , the samp l e  excl ud es comp an i es 

ope r a t i ng ' ma in ly '  ove r se a s , but a s ig n i f icant e lemen t of ove r se as 

ac t iv i ty n v e r the less r ema i ns in the s amp l e  f r om the ov e r s eas 

br an ch es and s ubs id i ar ies of compan ies ope r a t i ng pr in c i pa l ly in the 

Un i t ed K i ng dom .  In ad d i t ion ,  th e sampl e ex c l ud e s  the UK a c t iv i t ies 

or compan ies ope r a t i ng ' ma in ly '  ove r se as ,  wh ich , in some cas es , a r e  

ver y subs t an t ' al .  Th ir d ,  the pr o f i tabi l it y  es t ima tes pr ese n t ed in 

t h i s  a r t ic le for a g iven cal end a r  ye a r  r e l a te to accou n t i nq year s 

e nd i ng betwe e n  6 Apr i l  of th at yea r:  an d 5 Ap r i l of the fol low ing 

ye ar . In pr act ic e ,  howeve r: ,  th is qua l if ic at ion is not of q r e a t  

impo r t ance beca us e abou t 70% of l i s ted comp a n ies ' account ing ye ar s 

end in the four th and f i r s t  ca l e nd ar qua r te r s . [ 3 ]  

[ 1 ] Th is append i x  is based on one pub l is hed in W i l l iams ( 1 9 79 ) , pag e 4 0 1 . 

[ 2 ] C l ar k and Wi l l i ams ( 1 9 7 8 ) . 

[ 3 ] Th e f ix ed as s e t  and r e ta i l  pr ice i nd i ce s  us ed i n  c e r ta in of the 
i nf l at io n- ad j us tments ar e ba sed on c a l enda r , r a ther tha n 
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acc ou n t i ng , ye a r s . Suc h t im i ng po in t s  have been mo r e  impor tant 
in r ecent ye ar s ,  whe n  th e r a te o f  inf l at ion has been h ig h  and 
ch ang i ng r ap id ly ,  thoug h  the stoc k  pr ice i nd ice s ,  wh ich a r e  
spec i f i c to eac h  sector , r e f l ect the ave r ag e  account ing ye a r s  
o f  comp an ies i n  each s ec to r . 



6 2  Th e interpr e ta t ion of the d is ag q rega ted prof i tab i l it y  es t ima t es 

pr esen ted in t h i s  pape r r e qu i r es r ather mor e  cau t ion tha n is the 

case wi th agg r eg a te pr o f i tabi l it y  es t imates . Compan i es w i t h i n  th e 

BM sampl e have been al loc ated to i nd u s t r i es acc or d i nq to the i r  

pr i nc ipal act iv i ty but , w i th many d ive r s i f i ed compan ies included 

wi th i n  the samp l e , any one ind u s tr y  as pr e s e n ted in the BM i nev i tably 

includ e s  some ac t iv i t ies wh ich do not r ig h t f ul ly belong the r e i n ,  and 

excludes some wh ich do . [ l )  Ther e ar e ,  o f  cou r se ,  d i f f e r ences be twe en 

i nd u s tr ial sectors in the extent to wh i ch the r es ul ts ar e comp r om i sed 

by th e d iv e rs i f i ca t ion of compan ies , and by the inclus i on only o f  

l a rg e  l i s ted comp an ies ope r a t i ng ' ma in ly '  i n  th e Un i ted K i ngdom . 

The r es ul ts pr esented i n  th is paper for some ( espec i a l ly the sma l le r )  

sectors w i l l  be he av i ly in fl uenced by the pe r fo rmance o f  in d i v id u a l  

compan i es . 

[ 1 )  Th is d if f icu l ty i s  m i t ig a ted to some extent by th e exc lus ion of 

the mos t h ighly d iv e r s i f ied compan i es f r om the ind iv id u al 

s ec to r s  con s ide r ed in th i s  pape r . 
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Append i x  4 

6 3  Ta bl es 1 to 3 ( pag es 5 5- 7 7) g iv e  e s t ima tes of p r e- t ax 

pr of i t ab il i t y , the ca p i tal g e a r i ng of tr ad ing ass ets , an d po s t- t ax 

r ea l  pr of i tab i l it y ,  r es pe c t ivel y , for the BM s amp l e  of manu f ac t ur ing , 

d i s t r i bu t io n  and se rv ice comp a n ies and th e fol low ing d i s agg rega t io n  

the r eof . 

6 4  Ma n u f ac t ur ing indus tr y compr is es : 

( i )  food ; 

( i i )  d r i nk ;  

( i i i )  tob acco;  

( iv )  c h em i ca ls and a l l ied indus tr ies ; 

( v )  metal ma n u f ac t ur e ;  

( v i )  non- e l ec tr ical eng i ne e r ing ; 

(v i i) e l ect r i c a l  eng i nee r i ng ; 

( v i i i ) s h ipbu i l d ing an d mar in e eng i nee r i ng ; 

( ix )  ve h ic les ; 

( x )  me tal g oo ds not e l s ewh e r e  spec i f ied ; 

( x i )  t ex t i l e s ; 

( x i i) l ea th er , l ea ther g oo ds and f u r ; 

( x i i i ) c lo th ing an d footwe a r ; 

( x iv )  b r ic k s ,  pot te r y , g la s s , c eme n t , etc . ; 

( xv) t imber , f u r n i t ur e ,  e tc . ; 

( x v i )  p ape r , pr int ing and pub l i s h i ng ; a nd 

( xv i i )  o ther ma n u f ac tur ing industr ies . 

6 5  D i s t r i bu t io n  an d se rv ice i nd us t r i e s  comp r is e :  

( i )  con s t r uc t ion ;  

( i i )  t r a ns po r t  and commun i c a t ion ( exclud i ng s h ipp ing ) ; 

( i i i )  wh ole s a l e  d is tr ibu t i on ;  

( iv )  r et a i l  d i s tr ibu t i on ; a nd 

( v )  m i sce l l aneous s e rv ices . 

6 6  Tab l e  4 ( pag es 7 8- 9 )  g iv e s  est ima tes of the g rowth o f  cos ts and 

c a pa c i ty u t i l i s at ion in man u f ac tu r ing indus tr y and n i ne i l l us t r a t iv e  

s ect or s .  
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Table 1 

P r e- t ax prof i t ab i l i t y  

Man u f actu r i ng , d i s t r ibut ion and s e r v ices 

Pe r cent 

Reco rd ed r ates of Re al r ates of re tur n 
r e t u r n  

Tr ad i ng Eq u i ty Tr ad ing Equ i ty Eq ui ty 
ass e t s  asse t s  ( ' n at ur al ' ( S SAP 1 6  

g e a r i ng gear ing 
ad j ustme nt )  adj us tmen t ) 

1 9 6 1  1 3 . 8  1 6 . 2  1 1 . 4  1 4 . 1  1 3 . 5  
1 9 6 2  1 2 . 5  1 4 . 8  10. 7 1 3  . o  1 2 . 6  
19 6 3  13 . 3  1 5 . 8  1 1 . 2  1 3 . 5  1 3 . 4  
1 9 64 1 5 . 0  1 8 . 1  1 2 . 2  1 5 . 6  14 . 9  
1 9 6 5  1 4 . 5  1 7 . 4  1 1 . 9  1 5 - 2  1 4 . 5  
1 9 6 6  1 3  . l  1 5 . 7  10 . 7  1 3 . 7  l 3  . l  
1 9 6 7  1 2 . 9  1 5 . 6  l l . l  1 3 . 9  l 3 . 5 
1 9 6 8 1 4 . 5  1 8 . 1  l l .  5 1 5 . 9  1 4 . 7  
1 9 69 1 4  .o l7 . 9 10. 5 1 4 . 7  l 3 . 9 
1 9 70 1 2 . 4  1 5 . 7  7 . 7  1 1 . 9  10 . 2  
1 9 7 1  1 3 . 6  l 7 . 3 8 . 5  1 2 . 6  l l . O  
1 9 7 2  1 6 . 0  20. 6 10. 0 1 5 . 0  l 3 . 2 
1 9 7 3  18 . 2  2 3 . 0  8 . 1 1 2 . 4  l l .  5 
1 9 7 4  16 . 8  20 . 4 3 . 8  8 . 8  5 . 7 
1 9 7 5  1 5 . 4  18  . o  3 . 7  9 . 8  4 . 7 
1 9 7 6 18 . 6  2 2 . 1 5 . 3 8 . 2  6 . 7 
1 9 7 7  17 . 8  2 0 . 6 6 . 7  8 . 9 7 . 7  

Man u f ac t u r ing 

Pe r cent 

Reco r d ed r ates of Re al r ates of r e tur n 
r e t u r n  

Tr ad ing Eq u i ty Tr ad inq Eq u i ty Equ i ty 
assets asse t s  ( ' n at ur al ' ( S SAP 1 6  

g e a r i ng gear ing 
ad j ustme n t )  ad j u stme n t )  

1 9 6 1  1 3 . 3  1 5 . 6  10. 6 1 3  . l  1 2 . 5  
1 9 62 ll . 8 1 3 . 9  9 . 7  1 1 . 8  1 1 . 5  
1 9 63 1 2 . 8  1 5 . 2  10. 3 1 2 . 3  1 2 . 3  
1 9 64 1 4 . 1  16 . 9  10. 8 1 3 . 8  l 3 . 2 
1 9 6 5  1 3 . 3  1 6 . 0  1 0 . 2 1 3  . l  1 2 . 4  
1 9 6 6  ll . 7 1 4  . o  8 . 9  1 1 . 2  1 0 . 8 
1 9 6 7  l l . 7 l 3 . 9 9 . 5  1 1 . 7  l l .  4 
1 9 6 8  1 3 . 2  1 6 . 3  9 . 7  1 3 . 4  1 2 . 3  

1 9 6 9  1 2 . 5  1 5 . 7  8 . 7 l l . 9 l l .  2 

1 9 70 1 1 . 6 1 4 . 5  6 . 6  10. 3 8 . 7  

1 9 7 1  1 2 . 7  1 6 . 0  7 . o  1 1 . 0 9 . 1 

1 9 7 2  1 5  . o  1 9 . 2  8 . 5  1 2 . 3  1 1 . 1  
1 9 7 3 17 . 8  2 2 . 5 6 . 9  1 0 . 5 9 . 8  

19  74 17  . o  2 0 . 7 2 . 7  7 . 1 4 . 5 

19 7 5  1 5 . 3  1 7 . 7  2 . o  7 . 3  2 . 7 

1 9 7 6  18 . 9  2 2 . 4 4 . 3  6 . 8  5 . 6  

1 9 7 7  1 7 . 5  20 . 1 5 . 9 7 . 8  6 . 8  
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T ab l e  l ( cont i nued ) 

Food 

Pe r cent 

Reco rd ed r at es of Re al r ates of r e t u r n  
r e t u r n  

Tr ad i ng Eq u i ty Tr ad ing Eq u i ty Eq u i ty 
ass e t s  asse t s  ( ' n a t ur al ' ( S SAP 1 6  

g e a r i ng gear i ng 
ad j ustme n t )  ad j u stme n t )  

1 9 6 1  1 6 . 4  1 9 . 6  l 3 . 9 1 7 . 2  1 6 . 5  
1 9 6 2  16 . 0  1 9 . 2  1 4  . o  1 6 . 9  1 6 . 6  
1 9  63 1 6 . 3  1 9 . 2  l3 . 2 1 5 . 7  1 5 . 8  
19 64 1 5 . 3  18 . 4  l 3 . 9 1 7 . 6  1 6 . 5  
1 9 6 5  1 5 . 3 1 8 . 4  l3 . 8 17 . 4  1 6 . 4  
19 6 6  l 3 . 5 1 5 . 4  1 1 . 3  l 3 . 4 l 3  . o  
1 9 6 7  l 3 . 3 1 5 . 9  10. 9 l 3 . 4 l3 . 2 
19 68 l 3 . 9 1 7 . 4  1 0 . 3 1 4 . 5  l 3 .  3 
19 69 1 1 . 9  1 4 . 7  8 . 4  1 1 . 4  10 . 3 
1 9 70 1 1 . 8  1 4 . 5  5 . 8  8 . 6 7 . 1  
1 9 7 1  1 2 . 5  1 5 . 4  6 . 0  8 . 9  7 . 2  
1 9  72 1 5 . 9  2 0 . 0 8 . 3  l l . 2 1 0 . 1 
1 9 7 3  1 6 . 5  2 1 . 1  1 . 6  3 . 4 3 . 8  
1 9  7 4  1 6 . 5  20 . 3  6 . 5  1 2 . 7  7 . 8  
19 7 5  1 8 . 5  2 2 . 6 3 . 5  9 . 5  4 . 9  
1 9 7 6  2 2 . 3 2 7 . 4  6 . 5  9 . 7  8 . 4  
1 9 7 7  1 8 . 3  2 1 . 2  5 . 7  7 . 5  6 . 4  

Dr i n k  

P e r  cen t 

Reco r d ed r ates of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Eq u i t y  Tr ad i ng Eq ui ty Eq u i ty 
a s s e t s  as se ts ( ' n at ur al ' ( S SAP 1 6  

gear i ng g e a r i ng 
adj u s tment ) adj us tme n t )  

1 9 6 1  14 . 9  18 . 7  9 . 8  1 2 . 2  1 1 . 4  

1 9 6 2  1 4  . o  1 7 . 5  9 . 6  1 1 . 6  1 1 . 3  

1 9  6 3  1 4 . 5 1 8 . 6  9 . 4 1 1 . 4  1 1 . 3  

1 9 6 4  1 4 . 8  19 . 1  9 . 4  1 2 . 2  l l .  5 

1 9 6 5  1 3 . 5  l 7 . 3 9 . 1  1 2  . o  1 1 . 2  

1 9 6 6  1 2 . 7  1 5 . 2  8 . 8  1 0 . 8 1 0 . 3 

1 9 6 7  l l .  9 1 5  . o  9 . 7  1 2 . 3  1 1 . 8  

1 9 68 1 2 . 0  1 5 . 7  9 . 1  l 3 . 4 l l .  6 

1 9 6 9  1 2 . 1  1 6 . 4  8 . 3  1 2 . 1  1 1 . 0  

1 9 70 1 2 . 8  1 7 . 5  9 . 7  1 5 . 6 1 2 . 7  

1 9 7 1  14 . 4  1 9 . 6  10. 5 1 6 . 7  l 3 . 6 

1 9 7 2  1 6 . 6  2 2 . 1  1 1 . 4  1 6 . 1  14 . 2  

1 9  73 1 6 . 9  2 2 . 1  1 0 .  6 1 5 . 1  1 2 . 5  

19 74 l 3 . 3 1 6 . 3  4 . 0  8 . 4  4 .  7 

1 9 7 5  14 . 3  1 6 . 7  4 . 2 9 . 2  4 . 3 

1 9 7 6  1 6 . 1  1 9 . 3  6 . 8  9 . 7  7 . 3  

19 7 7  1 6 . 4 1 9 . 5  6 . 7  8 . 8  7 . 2  
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Tab le l ( con t i nued) 

Tobacco 

Pe r cent 

Reco rded r at e s  o f  Re al r at e s  of r e tur n 
r e t u r n  

Tr ad ing Eq u i ty Tr ad i ng Eq u i ty Eq u i ty 
asse t s  asse t s  ( ' n at ur al ' (S SAP 1 6  

gear i ng g e a r ing 
adj ustme n t )  ad j u s tmen t )  

1 9 6 1  1 2 . 2  1 7 . 9  lO. l 17 . l  1 5 . 3  
19 6 2  1 2 . 9  18 . 9  l l . l  17 . 2  16 . 5  
19 63 l 3 . 6 19 . 9  9 . 4  1 4  .o 1 5 . 1  
19 64 l 3 . 6 19 . 5  1 1 . 8  19  . l  1 7 . 1  
1 9 6 5  l3 . 8 19 . 4  8 . 9  1 4 . 2  1 4 . 1  
1 9 6 6  1 3 . 3  18 . 4  10. 2 1 5 . 3  14 . 8  
1 9 6 7  l3 . 9 17 . 7  l l .  5 1 5 . 3  1 5 . 1  
1 9 6 8  1 6  .o 20 . 1  9 . 9  l 3 . 7 l 3 . 6 
1 9 69 1 5 . 9  20. 8 1 2 . 5  17 . 8  1 7 . 2  
19 70 1 5 . 9  2 1 . 6  1 2 . 4  20 . 1 18 . 2 
19 7 1  l7 . 5 2 3 . 3  l3 . 9 2 2  . o  1 9 . 7  
1 9 7 2  1 5 . 1  2 3 . 5 1 0 . 8 20 . l 1 7 . 4  
1 9 73 2 2 . 6 3 7 . 2 1 7 . 5  3 3 . 2  2 7 . 2 
1 9 74 1 7  .o 2 4 . 7 - 0 . 7 6 . 1  3 . 4  

1 9 7 5  20 . 8  3 0 . 5 3 . 2  1 4 . 4  8 . 2  
1 9 7 6 2 2 . 9 3 1 . 6  l 3 . 4 2 2 . 2  17 . 8 
1 9 7 7 2 1 . 6  2 8 . 0  1 2 . 7  18 . 6  1 5 . 7  

Chem i c a l s  and a l l ied indust r i e s  

Per cent 

Reco rd ed r ates of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Eq u i ty Tr ad ing Eq u i ty Eq u i ty 
ass e t s  a s se t s  ( ' n at ur al ' ( S SAP 1 6  

g e ar i ng gear ing 
ad j u stment ) ad j ustme n t )  

1 9 6 1  l l .  4 l3 . 5 10. 3 l3 . 3 1 2 . 4  
19 6 2  10. 8 1 2 . 7  9 . 8  1 2 . 0  l l .  5 
1 9  63 1 2 . 2  1 4 . 6  10. 2 1 2 . 3  1 2 . 3  
1 9 64 l 3 . 5 1 6 . 2  1 2 . 0  1 5 . 5  1 4 . 6  
1 9 6 5 1 2 . 6  1 5 . 0  1 1 . 3  1 4 . 6  l3 . 6 
1 9 6 6  10. 9 1 2 . 9  9 . 4  1 2 . 0  1 1 . 3  
1 9 6 7  l l .  3 l3 . l  9 . 1  10. 9 1 0 . 7 
1 9 68 l 3 . 6 1 2 . 1  l l .  3 1 1 . 4  9 . 9 
1 9 6 9  1 2 . 7  1 1 . 4  10. 6 1 0 . 3 9 . 1  
1 9 70 10. 9 l 3 . 4 5 . 8  9 . 0  7 . 6  
1 9 7 1  10. 7 l3 .o 5 .  0 8 . 2 6 . 4  
1 9 7 2 1 2 . 2  1 5 . 4  6 . 7  1 0 . 2 8 . 5  
1 9 73 1 7 . 5  2 2 . 7  5 .o 8 . 3  7 . 9  
19 74 2 1 . 9  2 8 . 1  3 .  0 7 . 6  5 . 9  
1 9 7 5  1 6 . 9  20 . 8 2 . 0  7 . 6  3 . 4  
1 9 7 6  19 . 4  2 3 . 6  4 . 2 7 .o 5 . 8  
1 9 7 7  1 7 .  2 20 . 3  6 . 5  9 . 0  7 . 6  
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Table 1 ( cont i n ued ) 

Me t a l  manu f ac t u r e  

P e r  c en t  

Reco rd ed r at e s  of Re al r ates of r e t u r n  
r e t u r n  

Tr ad i ng Eq u i ty Tr ad i ng Equ i ty Eq u i ty 
assets asse t s  ( ' n at ur al ' ( S SAP 1 6  

g e a r i ng gear i ng 
adj ustmen t )  ad j ustme n t )  

1 9 6 1  1 2 . 4  1 4 . 8  8 . 8  1 1 . 0  1 0 . 4 
19 6 2  8 . 2 9 . 7  5 . 9  7 . 1  6 . 8 
19 6 3  8 .  0 7 . o  5 . 4  4 . 3  4 . 2 
1 9 6 4 10.  5 1 2 . 6  6 . 5  8 . 4  7 . 8 
1 9 6 5 10. 1 1 2 . 1  6 . 4  8 . 2  7 . 4  
19  6 6  7 . 3 8 . 1  4 . 2 5 . 0  4 . 4  
19  67  10. 2 1 1 . 3  6 . 8  7 . 6 7 . 6 
19 68  l l . 3 13 . o  6 . 6 8 . 2 7 . 6 
19 69  1 2 . 5  1 5 . 3  4 . 5  5 . 8 6 . 1  
1 9 70 10. 0 1 2 . 1  4 . 2  6 . 4  5 . 1  
1 9 7 1  9 . 4  10 . 9 4 . 5 6 . 8  4 . 9  
19 72 10 . 9 1 3 . 3  4 . 1  6 . 1  4 . 8 
1 9 73 16 . 2  2 1 . 4  1 . 3  3 . o  3 . 2 
1 9 7 4 1 5 . 4  19 . 4  - 2 . 3  o .  9 - l .  4 
1 9 7 5  1 2 . 0  1 3 . 2  - 0 . 7 4 . 8  - 1 . 5  
1 9 7 6  1 4 . 4  1 6 . 8  - 2 . 1  - 1 . 2  - 2 . 3 
19 7 7  l 3 . 8 1 5 . 7  3 . 5  5 . 1 3 . 3  

Non- e l ec t r i c a l  eng i nee r i n g  

Pe r cent 

Reco rd ed r at e s  o f  Re al r at e s  o f  r e tu r n 
r e t u r n  

Tr ad i ng Eq u i t y  Tr ad i ng Equ i ty Eq u i ty 
a s s e t s  a s se t s  ( ' n at ur al ' ( S SAP 1 6  

g e a r ing gear i ng 
ad j u stmen t )  ad j ustme n t )  

1 9 6 1  1 4 . 5  1 6 . 5  1 0 . 7 1 2 . 6  1 2 . 3  

1 9 6 2 1 1 . 8  1 3 . 6  8 . 9  1 0 . 4 1 0 . 4 
1 9 63 1 1 . 7  1 3 . 5  9 . 5 1 1 . 1  1 1 . 0  
1 9 64 1 2 . 9  1 4 . 8  9 . 1  1 1 . 0 1 0 . 6 

1 9 6 5 1 2 . 9  1 4 . 8  8 . 9  1 0 . 8 1 0 . 5 
1 9 6 6 1 1 . 9  1 3 . 7  8 . 3  1 0 . 0 9 . 8  

1 9 6 7 1 1 . 8  1 3 . 4  9 . 4  1 0 . 9 10 . 7 

1 9 6 8  l l .  7 1 3 . 4  8 . 4  1 0 . 7 9 . 8 

1 9 69 1 2 . 4  1 4 . 9  7 . 3 9 . 4  9 . 2 

19 70 1 1 . 9  1 4 . 5  4 . 8  7 . 3  6 . 6  

1 9  7 1  1 2 . 2  1 5 . 0  5 . 2 8 . 3  7 . o  
1 9 7 2  l 3 . 5 1 6 . 7  7 . 5  10. 7 9 . 5 

1 9  7 3  1 6 . 4  1 9 . 9  7 . 7  1 1 . 3  1 0 . 1 

1 9  74 1 6 . 6  1 9 . 6  0 . 9 4 . 6  2 . 8  

1 9 7 5 1 6 . 5  1 8 . 9  2 . 8 8 . 3  4 . 2 

1 9  7 6  1 9 . 1  2 1 . 5 5 . 5 7 . 8 7 .  0 

1 9 7 7  1 8 . 8  20 . 7  6 . 7 8 . 2  7 . 7 
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Tab l e  l ( cont i nued ) 

E lec t r ical eng inee r i ng 

Pe r cent 

Reco rd ed r ates of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Eq u i ty Tr ad ing Eq u i ty Equ i ty 
ass e t s  asse t s  ( ' natur al ' ( S SAP 1 6  

gear i ng gear ing 
ad j us tment ) ad j ustmen t )  

19 6 1  10. 9 1 2 . 7  7 . 7 9 . 6  9 . 1  
19 6 2  1 1 . 9  14 . 1  1 0 . 0 1 2 . 2  1 1 . 8 
1 9 63 1 5 . 8  19 . 7  14 . 6  18 . 3  17 . 7  
1 9 6 4  1 5 . 2  1 8 . 4  7 . 5 9 . 6  10. 2 
19 6 5  l 3 . 6 1 6 . 3  9 . 3  1 2 . 1  1 1 . 8  
1 9 6 6  1 2 . 8  1 5 . 6  9 . 2  1 1 . 9 1 1 . 8  
1 9 6 7  l l .  7 14 . 5 9 . 6  1 2 . 4  12 . 3  
1 9 6 8 l 3 . 7 17 . 8  9 . 2 l3 . 8 l3 . l  
1 9 6 9  14 . 2  1 8 . 4  8 . 6 1 2 . 5 1 2 . 9  
1 9 7 0  14 . 2  1 8 . 5  9 . 4 1 5 . 1  l 3 . 6 
1 9 7 1  1 5 . 1  1 9 . 5  10. 1 1 6 . 0  14 . 2  
1 9 7 2  1 9 . 9  2 4 . 5  1 4 . 5  19 . 7  1 8 . 8  
1 9 7 3  2 1 . 8  2 5 . 5  l l . l  1 4 . 4  1 4 . 2  
1 9 7 4  18 . 8  2 1 . 6  6 . 1 1 0 . 0 8 . 3 
1 9 7 5  1 9 . 5 2 1 . 9  5 . 7 10. 0 7 . 4  
1 9 7 6  2 4 . 9 2 7 . 3 1 0 . 9 l 3 . 2 12 . 7  
1 9 7 7  2 4 . 8  2 5 . 6  l3 . o  l 3 . 8 l3 . 6 

S h i pbu i ld i ng and mar i n e  eng i n ee r i ng 

P e r  cent 

Reco rd ed r ates of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Eq u i ty Tr ad ing Eq u i ty Eq u i ty 
ass e t s  asse t s  ( ' nat ur al ' ( S SAP 1 6  

gear i ng gear i ng 
adj u stment )  ad j us tme n t )  

1 9 6 1  1 0 . 4 10. 1 5 . 8 5 . 6  5 . 7  
1 9 6 2  5 . 8 5 . 8  2 . 6 2 . 6 2 . 6 
1 9 63 5 . 3 5 . 3  2 . 7  2 . 7  2 . 6 
19 64 3 . o  2 . 6  o .  2 - 0 . 1 - 0 . 2 
1 9 6 5  - 7 . o  - 6 . 8 - 7 .  0 - 7 . 1  - 7 . o  
1 9 6 6 l . O  - o .  3 - 1 . 8  - 2 . 7  - 2 . 8 
1 9 6 7  5 . 7 5 . 0  1 . 9  1 . 2  1 . 1  
1 9 6 8  8 . 7 9 . 1  3 . 4  3 . 7  3 . 3  
1 9 6 9  - 2 . 2  - 4 . 3  - 4 . 4  - 5 . 4 - 5 . 7  
1 9 70 - 1 . 1  - 4 . 4  - 2 . 7 - 3 . 1  - 4 . 3  
1 9 7 1  - 1 1 . 8 - 19 . 6  - 8 . 3  - 9 . 3  - 1 0 . 3 
1 9 7 2  15 . 4  1 6 . 8  4 . 5 4 . 8  4 . 4  
1 9 7 3  -3 3 . 6 - 2 7 . 8  - 1 5 . 3  - 1 4 . 6  - 1 4 . 0  
1 9 74 3 . 7  6 . 2  - o .  7 - l . O 0 . 5 
1 9 7 5  - 4 . 8  - 3 . 4  - 8 . 1  - 8 . 8  - 7 . 6  
1 9 7 6  4 . 5 5 . 0  - 2 . 5 - 2 . 7 - 2 . 2 
1 9 7 7  7 . 9  7 . 9  0 . 1 o . o o. 4 
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T ab l e  1 ( cont i n ued ) 

Veh i c l e s  

Per c en t  

Reco rd ed r ates of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Eq u i t y  Tr ad ing Eq u i ty Eq ui ty 
ass e t s  as se t s  ( ' n at ur a l ' ( S SAP 1 6  

g e ar ing g e a r i ng 
ad j ustme n t )  ad j u s tmen t )  

1 9 6 1  10. 5 1 1 . 9  1 1 . 6 1 5 . 0  1 4 . 3  
1 9 6 2  9 . 7  1 1 . 0  1 0 . 1 1 2 . 8  1 2 . 6  
1 9 6 3  1 4 . 7  1 7 . 2  14 . 9  18 . 9  19 . 3  
1 9 64 1 0 . 9 13 . 2  1 1 . 6 1 6 . 4  1 5 . 1  
1 9 6 5  1 5 . 3  18 . 4  14 . 6  1 9 . 8  1 9 . 2  
1 9 6 6  1 2 . 2  1 5 . 2  1 1 . 2 1 6 . 2  1 5 . 8  
1 9 6 7  9 . 4 10 . 8  9 . 1  1 1 . 9  1 1 . 5 
1 9 6 8  1 3 . 5  1 6 . 7  1 2 . 4  18 . 8  17 . 2  
1 9 6 9  1 2 . 1  14 . 4  9 . 8  1 3 . 6  1 3  . o  
1 9 70 5 . 2 4 . 4  - 0 . 1 0. 4 - o .  8 
1 9 7 1  10. 9 13 . 4  5 . 5  10. 4 8 . 3  
1 9 7 2  9 . 8  1 1 . 2 4 . 9  7 . 9  6 . 3  
1 9 7 3  l 3 . 2 1 4 . 2  7 . 1  9 . 6  7 . 9  
1 9 7 4  5 . 8 1 . 2 - 9 . 5  - 1 2 . 1  - 1 3 . 8  
1 9 7 5  1 . 5 -8 . 3  - 10 . 1 - 10 . 8 - 18 . 4  
1 9 7 6  1 5 . 4  1 5 . 6  - 0 . 1 - 0 . 1 - 0 . 9 
1 9 7 7  1 2 . 9  1 1 . 9 - o .  6 - 2 . 2  - 2 . 3 

Me t a l  good s not e l sewh e r e  spec i f i ed 

Pe r cen t  

Reco r d ed r at e s  of Re al r ates of r e t ur n 
r e t u r n  

Tr ad i ng Eq u i t y  Tr ad i ng Equ i ty Eq u i ty 
ass e t s  as se t s  { ' n a t ur a l ' ( S SAP 1 6  

g e ar ing ge ar i ng 
ad j ustment ) ad j ustme n t )  

1 9  6 1  1 6 . 3  1 8 . 0  1 3 . 5  1 5 . 2  14 . 9  

1 9 62 1 5 . 1  1 6 . 7  1 2 . 7  1 4 . 1  14  . o  
1 9 6 3 1 5 . 2  1 6 . 8  1 3 . 3  1 4 . 7  14 . 6  

1 9 6 4 17 . 1  1 9 . 2  1 3 . 4  1 5 . 5  1 5 . 2  

1 9 65 1 5 . 9  1 8 . 0  1 2 . 6  1 4 . 8  1 4 . 5  

1 9 6 6  1 4 . 1  1 6 . 2  1 1 . 0  1 3 . 2  1 2 . 9  

1 9 6 7  1 3 . 6  1 5 . 6  1 1 . 3  1 3 . 1  1 2 . 9  

1 9 6 8  1 4  . o  1 6 . 5  8 . 8  1 1 . 2  10. 7 

1 9 6 9  14 . 4  1 7 . 5  9 . 1  1 1 . 7 1 1 . 4  

1 9 70 1 4 . 8  18 . 2  8 . 8  1 2 . 1  1 1 . 0  

1 9 7 1  1 5 . 8  18 . 9  9 . 1 1 2 . 2 10 . 7  

1 9 7 2  1 5 . 5  1 9 . 4  6 . 5  9 . 1  8 . 7 

1 9 7 3  1 8  . o  2 2 . 6 2 . 7  4 . 8 5 . 4 

1 9 7 4  20 . 8  2 5 . 9  2 . 9  7 . 2  5 . 4 

1 9 7 5  1 6 . 4  1 9  . o  4 . 5 1 0 . 5 5 . 6 

19 76 1 7 . 5 1 9 . 8  2 . 5 4 . 3 3 . 6  

1 9 7 7  1 4  . o  1 5 . 3  3 . 7  5 . 1 4 . 1 
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T ab l e  l ( cont i n ue d )  

Tex t i l es 

Pe r cent 

Reco rd ed r ates of Re al r ates of r e tu r n  
r e t u r n  

Tr ad i ng Eq u i ty Tr ad ing Eq u i ty Eq ui ty 
ass e t s  as se t s  ( ' nat ur al ' ( S SAP 1 6  

gear i ng gear i ng 
ad j u stment ) ad j ustme n t )  

1 9  6 1  12 . 5  14  . o  1 0 . 1 1 1 . 8  1 1 . 3 
1 9 62 10. 5 1 1 . 8  8 . 3  9 . 5  9 . 2  
1 9 6 3  1 2 . 4  14 . 2  8 . 7  9 . 8  10 . 0  
1 9 6 4 13 . 5  1 5 . 8  1 1 . 6  1 4 . 4  1 3 . 4  
1 9 6 5  1 4  . o  1 6 . 6  1 0 . 8 13 . 5  1 2 . 8 
1 9 6 6  1 1 . 8 13 . 9  9 . 4  1 1 . 5 10. 9 
19 67 1 1 . 7  l3 . 6 9 . 9  11 . 8  1 1 . 3 
1 9 68 1 4 . 2  l7 . 7 9 . 7  l3 . 2 1 2 . 2  
1 9 6 9 1 2 . 2  1 5 . 4 8 . 7  l l . 9 10 . 8  
1 9 70 1 1 . 0  1 3 .  2 6 . 6  9 . 8  7 . 6  
1 9 7 1  1 2 . 2  14 . 9  5 . 8  8 . 8  7 . 1 
1 9 7 2  1 5 . 9  19 . 5  4 . 2  5 . 7 6 . 1  
1 9 7 3  20 . 4  2 5 . 0  5 . 8 8 . 2  8 . 3 
1 9 7 4  17 . 0  1 9 . 6  4 . 8  8 . 5  5 . 9  
1 9 7 5  9 . 5 9 . 8  - o .  3 3 . 5  - o .  6 
1 9 76 1 5 . 0  1 7 . 2  - l . O o. 3 - 0 . 5 
1 9 7 7  13 . 9  1 6 . 0  2 . 9  4 . 5 3 . 3  

Leathe r , leather goods and f u r  

Pe r cent 

Reco rded r at e s  of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Equ i ty Tr ad i ng Eq ui ty Eq u i ty 
ass e t s  asse ts ( ' n at ur al ' ( S SAP 1 6  

gea r i ng gear i ng 
ad j u stmen t )  ad j u stme n t )  

1 9 6 1  9 . 1  1 1 . 0  6 . 5 9 . 1  7 . 7 
1 9 6 2  7 . 7 8 . 9  5 . 9  7 . 3  6 . 6 
1 9 63 1 3 . 0  1 6 . 7  8 . 9  1 1 . 3 l l .  6 
1 9 64 14 . 2  1 7 . 9  9 . 0  1 2 . 0  l l .  6 
1 9 6 5  1 5 . 5  18 . o  8 . 6  9 . 8  10 . 1 
1 9 6 6  1 2 . 1  14 . 8  7 . 4  9 . 3  9 . 2  
1 9 67 9 . 5 10. 5 9 . 6  1 1 . 3 1 0 . 0 
1 9 6 8  1 5 . 5  1 9  . l  9 . 5  1 2 . 5  1 1 . 9  
1 9 69 1 4 . 4  18 . 5  9 . 4 1 2 . 8  1 2 . 2  
1 9 70 14 . 1  1 9 . 7  l 3 . 5 23 . 3  l7 . 2 
1 9 7 1  17 . 6  2 6 . 1  9 . 7  1 7 . 6  1 5 . 6  
1 9 7 2  2 1 . 9  3 4 . 7  1 . 4  2 . 6 10. 8 
1 9 7 3  2 4 . 9 3 6 . 8 1 9 . 2  3 2 . 8 27 . 9  
1 9 7 4  2 1 . 7  2 6 . 2  19 . 3  3 3 . 6  2 1 . 9  
1 9 7 5  2 2 . 0  2 7 . 4  1 0 .  5 2 1 . 8  l 3 . 3 
1 9 7 6  2 5 . 7 3 1 . 3 6 . o  8 . 4  8 . 8  
1 9 7 7  2 3 . 5 2 7 . 6  1 2 . 9  1 6 . 6  1 4 . 4  

6 1  



T ab l e  l ( con t i nued ) 

C loth i ng and footwea r  

Per cent 

Reco rd ed r at e s  of Re al r ates o f  r e tu r n  
r et u r n  

Tr ad i ng Eq u i ty Tr ad ing Eq u i ty Eq u i ty 
ass e t s  asse t s  ( ' n at ur al ' ( S SAP 1 6  

g e ar ing gear i ng 
ad j us tmen t )  adj ustme n t )  

1 9 6 1  1 8 . 6  2 2 . 7 16 . 4  20 . 7  1 9 . 8  
1 9 6 2  14 . 3  1 7 . 3  15 . 1  1 9 . 6  1 8 . 9  
1 9 6 3  1 2 . 3  14 . 7  12 . 5  1 6 . 2  16 . 3  
1 9 64 14 . 4  17 . 1  1 5 . 3  20 . 5  19 . 3  
1 9 6 5  14 . 0  17 . 7  1 4 . 6  2 1 . 1  19 . 5  
1 9 6 6  l l .  9 14 . 8  14 . 4  22 . 2 20 . 1  
1 9 67 12 . 1  1 5 . 2 1 6 . 7  27 . 4  2 5 . 5 
19 68 13 . 2  1 6 . 7  14 . 3  2 5 . 3 23 . 6  
1 9 6 9  1 2 . 8  1 6 . 5  14 . 7  2 5 . 7 2 3 . 6 
1 9 70 1 1 . 7  14 . 5  1 1 . 4 19 . 6  17 . o  
1 9 7 1  14 . 0  18 . 3  1 3 . 0  2 3 . 6 20. 3 
1 9 7 2  14 . 1  l7 . 6 1 2 . 5 2 1 . 8  20 . 8  
1 9 73 14 . 1  1 6 . 9  ll . 2 20 . 3  19 . 1  
1 9 74 1 1 . 2  ll . 7 5 . 7  1 3 . 5  8 . 0  
1 9 7 5 10. 2 10 . 5 4 . 7 14 . 2  6 . 0  
1 9 76 10. 4 10. 6 3 . 0 6 . 3 3 . 7  
1 9 7 7  10. 4 10. 5 3 . 4  5 . 4  3 . 9  

B r i c k s , po t te r y ,  g l as s , c emen t , e tc . 

Pe r cent 

Reco rd ed r at e s  o f  Re al r at e s  of r e t u r n 
r e t u r n  

Tr ad i ng Eq u i ty Tr ad ing Eq u i ty Eq u i ty 
asse t s  as se t s  ( ' n at ur al ' ( S SAP 1 6  

g e ar ing gear i ng 
adj u stment ) ad j u stment ) 

1 9 6 1  1 8 . 8  20 . 3  15 . 1  1 6 . 5  16 . 3  
1 9 6 2  16 . 3  18 . 1  1 3 . 6  1 5 . 1  15 . 0  

1 9 6 3  1 6 . 8  19 .o 14 . 2  1 6 . 1  1 6 . 1  

19 64 19 . 3  2 1 . 9  16 . 5  19 . 3  18 . 8  

19 6 5  17 . 0  19 . 5  1 4 . 4  17 . 1  16 . 7  

1 9 6 6  14 . 4  1 6 . 6  12 . 1  1 4 . 6  14 . l  

1 9 67 1 5 . 1  1 7 . 4  1 3 . 2  1 5 . 4  1 5 . 2  
1 9 6 8  14 . 6  1 7 . 3  1 2 . 4  1 6 . 2  1 4 . 9  

1 9 6 9  1 2 . 2  1 5 . 1  9 . 5  1 2 . 9  1 1 . 9  

19 70 1 2 . 9  1 5 . 9  9 . 2 1 3 . 4 1 1 . 4  

1 9 7 1  1 6 . 0  20 . 1  8 . 4  1 2 . 2 1 1 . 1  

19 7 2  1 8 . 4  2 3 . 1  12 . 0  1 6 . 2  1 5  . o  
1 9 7 3  18 . 4  2 2 . 9 10 . 8  1 5 . 2  1 3 . 5  

1 9 7 4  1 3 . 4  1 5 . 3 1 . 9  5 . 7  2 . 8  

19 7 5  1 3 . 5  14 . 8  2 . 0  6 . 1  2 . 3 

1 9 7 6  16 . 5  1 8 . 6  4 . 5 6 . 5  5 . 3  

1 9 7 7  1 6 . 5  18 . 1  4 . 7  5 . 9  5 . 3  

6 2  



T ab l e  l ( con t i nued) 

T i mbe r , f u r n i t ur e ,  etc . 

P e r  cent 

Reco rd ed r ates of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Equ i ty Tr ad i ng Eq u i ty F.qu i  ty 
ass e t s  as se t s  ( 1 n at ur al 1 ( S SAP 1 6  

gear i ng gear i ng 
ad j ustme n t )  ad j us tment ) 

19 6 1  1 2 . 3  1 4 . 2  1 0 . 1 1 2 . 4 1 1 . 5 
1 9 6 2  9 . 8 10. 8 8 . 4  9 . 7 9 . 2  
1 9 63 l l .  9 1 3 . 7  10. 3 1 2 . 2 1 2 . 0  
1 9 64 1 4 . 5  1 8 . 1  1 0 . 9 14 . 9  1 4 . 4  
1 9 65 14 . 1  1 7 . 3  1 1 . 9 16 . 2  15 . 2  
1 9 6 6  l l . 6 1 3 . 7  10. 2 13 . 3  1 2 . 3  
1 9 6 7  1 2 . 4  14 . 6  1 1 . 3  14  . o  1 3 . 5  
1 9 6 8  1 3 . 8  1 6 . 9  9 . 4  1 2 . 9  1 2 . 2  
1 9 69 l l . 5 1 3 . 8  7 . 3  9 . 5 8 . 9  
1 9 70 1 1 . 7  14  . o  5 . 9 9 . 1  7 . 1  
1 9 7 1  17 . 3  2 3 . 7 1 0 . 9 17 . 7  1 5 . 2 
1 9 7 2  29 . 6  4 2 . 9  19 . 1  2 8 . 9 2 8 . 7  
19 7 3  30. 4 4 2 . 6 7 . 8  1 2 . 1  18 . o  
1 9 74 l7 . 3 1 9 . 9  6 . 3  1 3 . 2 8 . 3 
1 9 7 5  18 . 5  2 1 . 7  1 1 . 1  19 . 4 1 3 . 1  
1 9 7 6  2 1 . 8  2 5 . 2 4 . 4 6 . 4  6 . 2 
1 9 7 7  18 . 4  2 1 . 9  8 . 8  1 2 . 4  1 0 . 7 

P ape r , pr i n t ing and publ i sh ing 

Pe r cent 

Reco rd ed r at e s  o f  Re al r ates of r e tur n 
r e t u r n  

Tr ad ing Equ i ty Tr ad i ng Eq ui ty Equi ty 
ass e t s  asse t s  ( 1 n at ur a 1  1 (S SAP 1 6  

gear i ng g e a r i ng 
ad j us tment )  ad j us tment ) 

1 9 6 1  1 5 . 2  1 7 . 5  1 2 . 1  1 4 . 4  1 3 . 8  
1 9 62 1 3 . 8  1 6 . 2 1 1 . 3  13 . 4  1 3 . 1  
1 9 6 3 13 . 7  1 6 . 2  1 1 . 2  1 3 . 2 13 . l  
1 9 6 4  1 5 . 3  1 8 . 3  l l .  6 1 4 . 5  1 3 . 8  
1 9 6 5  1 5 . 2  1 8 . 2  1 2 . 0  1 5 . 0  1 4 .  2 
1 9 6 6  13 . 2 1 6 . 0  1 0 . 2 1 2 . 9  1 2 . 3 
1 9  67  1 2 . 3  1 5  . o  9 . 8  1 2 . 2  1 1 . 8  
1 9 6 8  13 . 7  17 . 6  1 0 . 0 1 4 . 4  13  . o  
1 9 69 1 2 . 7  1 6 . 2  8 . 5 l l . 7 10 . 9 
1 9 70 1 1 . 1  13 . 5  5 . 6  8 . 6 7 . o  
1 9 7 1  l l . 5 1 4 . 1  6 . 1  9 . 5 7 . 3  
1 9 7 2  15 . 8  20 . 3 8 . 9  1 2 . 6  1 1 . 3  
1 9 7 3  19 . 3  2 5 . 0  8 . 7  1 3 . 1  1 1 . 9  
1 9 7 4  20. 0 2 5 . 9  2 . 9 7 . 8  5 . 7 
1 9 7 5  14 . 1  1 6 . 7  2 . 2 8 . 6 2 . 8  
1 9 7 6  1 8  . o  2 2 . 2 4 . 8  8 . 4  6 . 2 
1 9 7 7  18 . 7  2 3 . 3  8 . 2  1 1 . 7  9 . 7  

6 3  



Tab l e  l ( cont i nued ) 

O t h e r  man u f ac t ur ing indus t r i e s  

Pe r c en t  

Reco rd ed r at e s  of Re al r ates o f  r e tur n 
r e t u r n  

Tr ad i ng Eq u i t y  Tr ad ing Equ i ty Equ i ty 
ass e t s  as se t s  ( ' natur al ' ( S SAP 1 6  

gear i ng gear i ng 
adj u stment ) ad j ustme n t )  

1 9  6 1  1 2 . 3  1 5  . o  9 . 4 1 2 . 3  1 1 . 4  
1 9  6 2  1 1 . 3  1 4  . o  9 . 0  l l .  3 10 . 9 
1 9 6 3 1 2 . 9  1 6 . 4  10. 2 1 2 . 9  1 2 . 7  
19 64 1 4 . 6  1 8 . 6  1 1 . 4  1 5 . 5  1 4 . 4  
1 9  6 5  1 3 . 2  1 6 . 4  9 . 9  1 3 . 2 1 2 . 3  
19  66  1 2 . 1  14 . 9  9 . 3 1 2 . 2 1 1 . 4  
1 9 6 7  1 2 . 1  1 4 . 8  1 0 . 7 1 3 . 6  1 2 . 8  
1 9 68 1 3 . 5  l7 . 4 9 . 6 1 4 . 3  1 3 . 1  
1 9 69 ll . 5 1 4 . 9  7 . 9  1 1 . 7  1 0 . 8 
1 9 70 l l .  8 1 5 . 5  6 . 7  1 1 . 9  9 . 9  
1 9 7 1  1 2 . 9  l 7 . 2 7 . 6  1 3 . 4  10 . 9 
1 9 7 2  1 2 . 9 1 6 . 7  7 . 6 1 2 . 3  10 . 5 
1 9 7 3 1 3 . 3  1 6 . 5 2 . 5  5 . 2  4 . 9 
1 9 74 14 . 9  1 7 . 5  -0 . 7 3 . 4  l . O  
1 9 7 5  1 4 . 2  1 6 . 7  3 . 1  1 1 . 8  4 . 6 
1 9 7 6 18 . o  2 1 . 8  3 . 6  7 . 2  6 . 1 
1 9 7 7  1 4 . 3  1 6 . 6  2 . 6  4 . 9  4 . 2 

D i s t r i but ion and s e r v ices 

Pe r c en t  

Reco rd ed r at e s  o f  Re al r ates of r e t u r n  
r e t u r n  

Tr ad i ng Eq u i ty Tr ad i ng Equ i ty Eq ui ty 
ass e t s  as se t s  ( ' n at ur al ' ( S SAP 1 6  

gear ing gear i ng 
adj u s tmen t )  ad j us tmen t )  

1 9 6 1  16 . 4  1 9 . 4  1 3 . 9  1 7 . 0  1 6 . 2  
1 9 62 1 6 . 3  1 9 . 3 1 4 . 1  1 6 . 9  1 6 . 5  
1 9 6 3  1 6  . o  1 9 . 2  1 3 . 8  16 . 6  1 6 . 4  
1 9 64 1 6 . 7  1 9 . 8  1 4 . 0  17 . 4  1 6 . 7  
1 9 6 5  16  . o  19 . 0  1 3 . 9  1 7 . 3  16 . 5  
1 9 6 6  1 4 . 9  1 7 . 4  1 3 . 2  1 6 . 1  1 5 . 5  
1 9 6 7  1 4 . 7  l 7 . 5 1 3 . 1  1 6 . 2  1 5 . 9  
1 9 6 8 1 5 . 5  1 9 . 0  1 3 . 0  17 . 6  1 6 . 4 
1 9  69  1 5 . 2  1 9 . 2  1 2 . 2  1 6 . 6  1 5 . 8  
1 9 70 1 5 . 5  20 . 0  ll . 3 1 6 . 8  1 5 . 0  
1 9 7 1  1 6 . 8  2 1 . 7  1 2 . 6  18 . 9  1 6 . 5  
1 9 7 2  18 . 7  2 4 . 4 1 3 . 8  20 . 2 18 . 7  
1 9  7 3  18 . 7  2 3 . 9 1 0 . 8  1 6 . 5  1 5 . 3  
1 9  74 1 6 . 2  1 9 . 4  6 . 5 1 2 . 7 8 . 5 

1 9  7 5  1 5 . 9  1 8 . 7  7 . 7 1 5 . 1  8 . 8 
1 9 76 1 7 . 8  2 1 . 3 8 . 0  1 1 . 9  9 . 4  
1 9 7 7 1 8 . 7  2 2 . 1 8 . 7  l l .  5 1 0 . 0  
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Tab l e  l ( con t i n ued ) 

Con s t r uc t ion 

Per cent 

Reco rd ed r ates of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Equ i ty Tr ad i ng Eq u i ty Eq ui ty 
ass e t s  as se t s  ( ' n at ur al ' ( S SAP 1 6  

g e ar i ng gear ing 
adj ustme n t )  ad j ustment ) 

1 9  6 1  1 4 . 4  17 . 2  1 2 . 9  16 . 5 1 5 . 2  
1 9 6 2  14 . 9  1 7 . 7  l 3 . 8 16 . 9  1 6 . 3  
1 9 6 3  1 5 . 9  1 9 . 0  1 4 . 3  1 7 . 3  17 . 0  
1 9 64 18 . 4  20 . 0  1 6 . 0  1 8 . 0  1 7 . 5  
1 9 6 5  17 . 8  1 9 . 4  1 5 . 1  17 . o  1 6 . 5  
1 9 6 6  14 . 1  15 . 1  1 1 . 9  l3 . 2 1 2 . 8  
1 9 6 7  15 . 7  1 9 . 2  12 . 8  1 5 . 9  1 6  . o  
1 9 68 14 . 6  17 . 7  1 2 . 3  16 . 9  1 5 . 3  
1 9 69 14 . 6  1 8 . 1  10. 7 1 4 . 6  14 . 3  
1 9 70 13 . 8  l 7 . 3 8 . 4  1 2 . 7  1 1 . 3 
1 9 7 1  1 6 . 3  20 . 7 l l .  7 l 7 .  6 1 5 . 4 
1 9 7 2  19 . 8  2 6 . 1 8 . 9  l 3  . l  14 . 2  
1 9 7 3  19 . 6  2 5 . 5 2 . 2  3 . 9  7 . 4 
1 9 74 16 . l  18 . 5  2 . 3  7 . o  4 . 4  

19 7 5  l7 . o  1 8 . 8  8 . 0  1 4 . 7  9 . 0  
1 9 76 20. 2 2 2 . 3 l l . l  l3 . 8 1 2 . 2 

1 9 7 7  18 . 6  1 9 . 7  8 . 6  9 . 8 9 . 0  

T r anspo r t  and commun icat ion ( exc l ud ing sh ipp i ng )  

P e r  cent 

Reco rded r at e s  of Re al r ates of r e tur n 
r e t u r n  

Tr ad i ng Eq u i ty Tr ad i ng Eq u i ty Eq ui ty 
ass e t s  as se t s  ( ' n at ur al ' ( S SAP 1 6  

gear i ng gear i ng 
ad j ustment )  adj u s tme n t )  

1 9 6 1  l l .  2 l l .  9 7 . 9 8 . 6  8 . 3  
1 9 62 l3 . 6 14 . 3  9 . 6 1 0 . 0 10 . 0  
1 9 6 3 14 . 2  1 5 . 0  1 0 . 7 l l . 3 1 1 . 3 
1 9 6 4  l 3 . 2 l3 . 9 10. 2 l l . l  1 0 . 8 
1 9 6 5  1 2 . 5  1 2 . 5  9 . 6  9 . 7  9 . 6  
19 6 6  l l .  5 l l .  5 9 . 4  9 . 5  9 . 3  
1 9 6 7  l3 . 3 l 3 . 5 1 0 . 4 10. 6 10. 5 
1 9 6 8  l3 . 8 l 3 . 7 1 0 . 4 10. 4 10. 2 
1 9 6 9  1 4  . o  1 4 . 6  8 . 8 9 . 2 8 . 9 
19 70 1 6 . 1  1 6 . 7  9 . 2  9 . 9 9 . 3  
19 7 1  1 3 . 3  l 3 . 7 7 . 6  8 . 2  7 . 7  
1 9 7 2  1 2 . 0  l l .  6 7 . 9  7 . 9  7 . 4 
1 9 73 1 5 . 4  1 5 . 7  1 0 . 9 1 2 . 0  l l . O 
1 9 7 4  1 2 . 8  1 2 . 2  4 . 9  5 . 6  4 . 2 
1 9 7 5  14 . 7  1 4 . 0  6 . 7  7 . 9  5 . 9  

1 9 7 6 1 5 . 8  17 . 2 3 . 8  5 . 2 3 . 8  
1 9 7 7  1 8 . 2  20 . 6  2 . 9  3 . 7  3 . 1  

6 5  



Table l ( con t i n ued ) 

Who l e s a l e  d i s t r ibut ion 

Per c en t  

Reco rd ed r at e s  o f  Re al r ates o f  r e tu r n  
r e t u r n  

Tr ad i ng Eq u i t y  Tr ad i ng Equ i ty Eq ui ty 
asse t s  as se ts ( ' n at ur al ' ( S SAP 1 6  

g e ar ing gear i ng 
adj u s tment )  ad j ustmen t )  

1 9 6 1  1 3 . 0  1 5 . 2 1 1 . 0  1 3 . 8  1 2 . 9  
1 9 6 2  12  . o  1 4 . 2  10. 7 1 3 . 0  1 2 . 5 
19 63 1 3 . 2 16 . o  1 1 . 4  1 4 . 0  1 3 . 7  
1 9 64 14 . 7  18 . 0  1 1 . 3 1 4 . 8  14 . 1  
1 9 6 5  14 . 3  17 . 5  1 1 . 6  1 5 . 3 14 . 4  
1 9 6 6  1 2 . 8  1 5 . 6  10. 7 13 . 9  l3 . 1  
1 9 6 7  12 . 1  14 . 5  9 . 7  1 1 . 9  1 1 . 8  
1 9 68 l3 . 9 1 7 . 1  10. 5 14 . 9  1 3 . 7  
1 9 69 13 . o  16 . 2  9 . 7  1 3 . 4  12 . 5  
1 9 70 1 5 . 0  1 9 . 6  9 . 8  1 5 . 2  l3 . 3 
1 9 7 1  1 5 . 1  20. 0 9 . 8 16 . 2  13 . 7  
1 9 7 2  17 . 2  2 3 . 4  10. 9 17 . 1  16 . 0  
1 9 7 3  2 0 . 5 2 7 . 6 8 . 0 13 . 6  14 . 2  
1 9 7 4  1 9  . l  2 3 . 5  6 . 4  13 . 8  9 . 9  
1 9 7 5  16 . 7  20 . 0  7 . 4 18 . l  9 . 5  
1 9 7 6 18 . 7  2 3 . 4 5 . 5 10. 2 8 . 1  
1 9 7 7 18 . o  2 2 . 5  9 . 0  1 3 . 9  1 1 . 4 

Ret a i l  d i s t r ibut ion 

Pe r cen t  

Reco rd ed r ates o f  Re al r at e s  o f  r e tu r n  
r e t u r n  

Tr ad i ng Eq u i t y  Tr ad i ng Equ i ty Eq ui ty 
assets asse t s  ( ' natur al ' ( S SAP 1 6  

gear i ng gear i ng 
ad j us tmen t )  ad j us tme n t )  

1 9 6 1  1 9 . 1  2 2 . 4 18 . 4  2 2 . 5 2 1 . 7  
1 9 6 2  1 9 . 4  2 2 . 7 1 8 . 7  2 2 . 3  2 1 . 9  
1 9 6 3  1 7 . 7  2 1 . 1  1 7 . 2  2 0 . 9 20 . 6  
1 9 64 18 . 5  2 2 . 0  1 8 . 0  2 2 . 5 2 1 . 7  

1 9 65 1 8  . o  2 1 . 4  1 8 . 3  2 3 . 3  2 2 . 4  

1 9 6 6  l 7 . 3 20 . 3 1 7 . 8  2 2 . 2  2 1 . 7  

1 9 6 7  1 6 . 7  1 9 . 5  17 . 7  2 1 . 8  2 1 . 4  

1 9 6 8  1 7 . 7  2 1 . 5  16 . 5  2 2 . 0  20 . 9  
1 9 69 1 6 . 7  2 1 . 4  14 . 7  20 . 4  1 9 . 5 

1 9 70 1 7 . 6  2 2 . 6 14 . 2  20 . 5  18 . 8  

1 9 7 1  1 9 . 8  2 5 . 1 1 6 . 4  2 3 . 2  2 1 . 2  

1 9 7 2  2 2 . 6 2 8  . o  20 . 1 2 6 . 7 2 5 . 2  

1 9 7 3  2 1 . 0  2 5 . 6  1 7 . 7  2 3 . 8  2 1 . 7  

1 9 7 4  1 8 . 3  2 1 . 8  9 . 3 1 4 . 7  1 1 . 8  

1 9 7 5  1 8 . 6  2 1 . 5  10. 3 15 . 6  1 2 . 0  

1 9 76 1 9 . 3  2 2 . 2 10. 0 1 3 . 0  l l .  5 

1 9 7 7  20 . 0  2 2 . 7 1 0 . 4 12 . 7  l l .  7 

6 6  



T ab l e  l ( cone l uded ) 

M i sce l l aneous serv ices 

Pe r cent 

Re co rded r at e s  of Re al r ates of r e tu r n  
r e t u r n  

Tr ad i ng Eq u i ty Tr ad ing Eq u i ty :;-..q u i  ty 

ass e t s  asse t s  ( ' nat ur al ' ( S SAP 1 6  
gear i ng gear ing 
ad j u stmen t )  ad j u stmen t )  

1 9 6 1  1 9  . l  2 3 . 8  12 . 3 15 . 0  1 4 . 4  

1 9 6 2  l 7  . l  2 1 . 8  l l .  5 1 4 . 0  l 3 . 8 

1 9 6 3  16 . 9  2 1 . 5  1 2 . 0  1 4 . 6  1 4 . 5 

1 9 6 4  1 5 . 9  1 9 . 9  1 0 . 7 l 3 . 5 1 2 . 8  
1 9  65 14  . o  1 7 . 6  9 . 6 1 2 . 3 l l .  4 
1 9 6 6  1 4  . l  1 6 . 9 1 0 . 4 1 2 . 6  1 2 . 0  
1 9 6 7  l 3 . 6 l7 . 3 1 0 . 4 l 3  . l  1 2 . 7 

1 9 6 8  14 . 5 1 9 . 5  l l . 3  1 6 . 8  1 4 . 9 
1 9 69 1 5 . 5  2 l . O  1 2 . 7 18 . 5 1 7 . 0  

1 9 70 1 2 . 9  l 7 . 3 9 . 3  14 . 8  1 2 . 2 
1 9 7 1  l 3 . 6 1 8 . 4 9 . 7  1 5 . 9  1 2 . 5 
1 9 7 2  14 . 3  20 . 1  10. 5 1 7 . 4  1 4 . 3 

1 9 7 3  14 . 7  19 . 6  7 . 8  l 3 . 6 10 . 6  

1 9 7 4 1 2 . 2 14 . 1  5 . o  1 2 . 6  5 . 2 

1 9 7 5  10. 8 l l .  8 4 . 1  1 4 . 1  3 . 3  

1 9 7 6  l 3 . 9 1 7 . 7  5 . 1 1 0 . 0 5 . 4  

1 9 7 7  l7 . 2 2 2 . 7 6 . 7  lO.  5 7 . 8  



Table 2 

C ap i t a l  g e a r i ng o f  t r ad i ng assets 

Per cent 

Man u f ac t ur ing , Man u f ac t ur ing Fbod 
d i s tr ib u t ion 
and s e r v ices 

Reco rd ed Re pl ace- Reco rd ed Repl ace- Re co rd ed Re pl ace-
men t cost ment cost men t cost 

1 9 6 1  20 . 6 19 . 2  20 . 7  1 9  . o  20 . 6  19 . 0  
1 9  6 2  2 1 . 6  20 . 2 2 1 . 9  20 . 2 20 . 0  1 8 . 6  
1 9 6 3 2 2 . 2 20 . 9 2 2 . 4 20 . 7 1 9 . 2  1 8  . o  
1 9  64  2 2 . 7 2 1 . 5  2 3 . 0  2 1 . 3 2 2 . 0  20 . 6 
1 9  6 5  2 3 . 7  2 2 . 5  2 3 . 8 2 2 . 2  2 2 . 3 20 . 8  
1 9 66 2 5 . 4 2 4 . 3  2 5 . 7 2 4 . 1  1 8 . 5  1 7 . 5  
1 9 6 7  2 6 . 8 2 5 . 9  2 7 . 0  2 5 . 5 2 6 . 3  2 5 . 0  
1 9 68 2 8 . 8 2 7 . 8  2 8 . 9  2 7 . 3 3 0 . 7 2 9 . 0  
1 9 69 3 1 . 5  2 9 . 9  3 1 . 4  2 9 . 3  3 3 . 3 2 9 . 7  
1 9 70 3 2 . 9  3 0 .  2 3 3 . 2 30 . 0  3 3 . 5 2 8 . 0  
1 9 7 1  3 2 .  3 2 8 . 8  3 2 . 7  2 8 . 5 3 1 . 6  2 5 . 3 
1 9 7 2  3 2 . 0  2 8 . 5 3 2 . 3 28 . o  3 1 . 1  2 4 . 7  
1 9 7 3  30 . 9  2 7 . 2  30 . 6  2 6 . 2  3 3 . 0  2 6 . 5 
1 9  74 3 1 . 8  2 6 . 8 3 1 . 6  2 5 . 9 3 6 . 0  28 . 1  
1 9 7 5  3 0 . 8 2 4 . 3  30. 5 2 3 . 6  3 2 . 9 2 4 . 6  
1 9 7 6  2 7 . 7 2 1 . 1  2 7 . 1  20 . 5 2 8 . 3  20 . 9  
1 9 7 7  2 5 . 9 1 9 . 5 2 5 . 4 1 9  . l  2 6 . 8  1 9 . 2 

D r i n k Tobacco 

Reco r d ed Repl acemen t Reco rd ed Re pl acemen t 
cost cost 

1 9 6 1  2 5 . 6 1 8 . 7 40 . 7  3 9 . 3  
1 9  6 2  2 5 . 4 1 9 . 1  3 9 . 5 3 8 . 1  

1 9 6 3 2 7 . 6 20 . 9  3 8 . 4  3 7 . 1 
1 9  64  2 8 . 2 2 1 . 8  3 7 . 2  3 6 . 0  
1 9  6 5  2 8 . 9 2 3 . 3  3 6 . 6  3 5 . 5  
1 9 6 6 2 5 . 3 2 1 . 1  3 5 . 0  3 3 . 9 

1 9 6 7 3 1 . 3  2 7 . 2  2 8 . 2 2 7 . 3  

1 9  68 3 4 . 7 30 . 3 2 4 . 6  2 3 . 8  

1 9  69 3 7 . 1 3 1 . 8  2 8 . 0  2 7 . 7 

1 9  70 3 7 . 3 3 2 . 2  3 1 . 4  3 1 . 4 
1 9 7 1  3 6 . 5 30 . 6 30 . 3 30 . 1  

1 9 7 2  3 3 . 3 2 6 . 3 4 1 . 0  3 7 . 3  

1 9  73  3 1 . 5  2 2 . 6 4 9 . 1 4 3 . 3  

1 9 7 4 3 1 . 4  2 1 . 1  4 8 . 9  4 1 . 8  

1 9 7 5 3 1 . 0 20 . 0  4 4 . 4 3 6 . 8 

1 9  76  2 8 . 2 l 7 . 7 3 8  . o  30 . 6  

1 9 7 7  2 5 . 4 1 5 . 5  3 4 . 9  2 7 . 5  
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T ab l e  2 ( cont i nued ) 

P e r  cent 

Chem ic al s and Me ta l No n- e l ec t r i c a l 
al l i ed i ndus t r i e s  man u f act u r e  eng i n ee r i ng 

Reco rd ed Re pl ace- Reco rd ed Re pl ace- Record ed Repl ace-
men t cost ment cost ment co st 

1 9 6 1  2 1 . 8  2 1 . 3  2 2 . 9 1 9 . 3  1 6 . 9  1 5 . 6  
1 9 6 2  2 2 . 7 2 1 . 7  2 4 . 2 20. 6 19 . 5  1 8 . 1  
1 9 6 3 2 3 . 0  2 1 . 8  2 5 . 2  2 1 . 5  20 . 2 18 . 8 
19 64 2 2 . 4 2 1 . 7  2 6 . 4 2 2 . 5 1 9 . 9  1 8 . 6  
1 9 6 5  2 2 . 9 2 2 . 5 2 7 . 6 2 3 . 4 20 . 4 1 9 . 3  
1 9 66 2 4 . 5 2 3 . 7  2 8 . 3 2 3 . 9  2 1 . 8  20 . 4  
1 9  67 2 6 . 8 2 5 . 9  1 9 . 0  1 6 . 6  2 2 . 4 20 . 9  
1 9 6 8  2 9 . 0  2 8 . 1  2 1 . 1  18 . l  2 3 . 7  2 2 . 0  
1 9 69 30 . 5 29 . o  2 6 . 8 2 2 . 6 2 8 . 1  2 5 . 7  
1 9 70 3 1 . 6  2 8 . 5 3 1 . 3 2 5 . 5 3 2 . 1 29 . l  
1 9 7 1  3 3 .  3 28 . 7  30 . 4  2 3 . 9  3 1 . 9  2 8 . 5 
1 9 7 2 3 5 . 9 3 0 . 5 3 5 . 0  2 7 . 3 3 1 . 0  27 . 6  
1 9 7 3 3 3 . 0  2 7 . 3 3 8 . 9 30 . 0  28 . 4  2 5 . 4 
1 9 74 3 1 . 5  2 4 . 5 40 . 0  2 9 . 8  2 9 . 5  2 6 . 1  
1 9 7 5  3 1 . 0 2 3  . o  40 . 9  2 8 . 3 2 7 . 6  2 4 . 0  
1 9 7 6  2 7 . 5 20 . 4  3 6 . 7 2 4 . 6 2 1 . 2  18 . l  
1 9 7 7  2 6 . 4  1 9 . 6  3 3 . 9  2 2 . 8 1 8 . 1  1 5 . 1 

E l ec tr ical eng i ne e r i ng Sh ipbu i ld i ng and 
mar i ne eng i ne e r i ng 

Reco rd ed Re pl acemen t  Reco r d ed Re p1 acemen t 
cost cost 

19 6 1  2 4 . 1 2 2 . 4 - 2 . 6 - 1 . 9  
1 9  6 2  2 4 . 1 2 2 . 4 1 . 8  1 . 3  
1 9 63 2 6 . 2 2 4 . 2 6 . 2 4 . 6  
1 9  64 2 3 . 2 2 1 . 7  2 . 1  1 . 5 
1 9 6 5  2 4 . 3 2 3 . 2 - 6 . 6 - 4 . 7  
1 9  6 6  2 6 . 5 2 5 . 8  9 . 7 6 . 9  
1 9  67 2 8 . 8 2 8 . 3  19 . l  l 3 . 6 
1 9 6 8  3 2 . 3 3 2 .  0 1 6 . 1  1 l . 4  
19 69  3 3 . 3 3 3 . 3 1 8 . 7  1 3 . 0  
1 9 70 3 3 . 1 3 2 .  6 2 8 . 2  l fi . 2 
1 9 7 1  3 1 . 0  30 . 1  30 . 0  1 4 . 0  
1 9 7 2  2 4 . 7 2 3 . 7  1 7 . 4  8 . 5 
1 9 7 3  1 8 . 9  17 . 8  - 1 7 . 0  - 6 . 5 
1 9 74 20 . 2 1 8 . 6 - 2 9 . 7  - 9 . 1  
1 9 7 5  1 8  . l  1 6 . 2  - 1 4 . 5  - 7 .  0 
1 9 7 6  l l .  5 10. 2 - l l .  9 - 4 . 6  
1 9 7 7  7 . 1 6 . 3  - 1 3 . 9  - 4 . 4  



Tabl e  2 ( cont i n ued)  

Pe r c en t  

Veh i c l es Me t a l  goods not Tex t i le s  
e l s ewhe r e  spec i f i ed 

Re co rd ed Re pl ace- Reco rd ed Repl ace- Recor d ed Re pl ace-
ment cost ment cos t ment cost 

1 9 6 1 1 8 . 0  22 . 5  1 1 . 6  1 1 . 0  1 4 . 7  1 3 . 2  
1 9 6 2  20 . 2  2 4 . 8  1 2  .o 1 1 . 4  1 8 . 2  16 . 4  
1 9 6 3  20 . 3  2 4 . 5 1 2 . 1  1 1 . 5  1 8 . 8  1 6 . 9  
1 9 64 2 3 . 0  2 7 . 1 14 . 0  1 3 . 3  20 . 8  1 8 . 8  
1 9 6 5  2 2 . 9  2 6 . 4  1 5 . 6  1 4 . 8  2 2 . 6  20 . 5  
1 9 6 6  2 9 . 1  33 . 5  1 8 . 4  1 7 . 6  2 3 . 8  2 1 . 6  
1 9 6 7  2 9 . 9  3 4 . 2  1 8 . 7  1 7 . 5  2 5 . 5 2 3 . 1  
1 9 68 30 . 5  3 4 . 3  2 1 . 3  19 . 4  3 0 . 2 2 7 . 3  
1 9 69 2 9 . 6  3 2 . 5  2 4 . 8 2 2 . 4  3 4 . 2 30 . 3  
1 9 70 3 3 . 5  3 5 . 7  2 6 . 0  2 2 . 5  3 4 . 6  2 9 . 7  
1 9 7 1  3 8 . 3  3 9 . 3  2 6 . 3  2 1 . 8  3 2 . 6  2 7 . 0  
1 9 7 2 3 6 . 6  36 . 6  2 8 . 9  2 4 . 2  2 9 . 6  2 4 . 1  
1 9 73 2 7 . 0  2 6 . 3  2 9 . 5  2 4 . 7  2 6 . 3  2 1 . 4  
1 9 74 30 . 8  2 8 . 8  3 2 . 9  2 6 . 8  2 4 . 6  1 9 . 7  
1 9 75 40 . 6  3 6 . 1  2 8 . 5  2 3 . 1  2 5 . 3  1 9 . 5  
1 9 7 6 40 . 2  3 5 . 1  2 4 . 3  1 9 . 9  2 8 . 2 20 . 8  
1 9 77 40 . 3  3 5 . 2  2 4 . 3  1 9 . 7  2 8 . 8  2 0 . 8 

Leathe r , l eathe r C l ot h i ng and footwe ar 
goods and f u r  

Reco rd ed Repl acemen t Recor d ed Rep l acemen t 
cos t  cos t 

1 9 6 1  3 6 . 3  3 2 . 6  2 2 . 0  20 . 3  
1 9 6 2  3 5 . 8  3 2 . 3  2 3 . 2  2 4 . 9  
1 9 6 3  3 1 . 0  2 7 . 8 2 3 . 3  2 6 . 9  
1 9 6 4  30 . 9  2 7 . 7  2 3 . 1  2 6 . 0  
1 9 6 5  30 . 6  2 7 . 4  2 8 . 4  3 1 . 1  
1 9 66 2 9 . 3  2 6 . 1  3 2 . 3  3 9 . 1  

1 9 6 7 3 1 . 0  2 7 . 8 3 4 . 0  4 5 . 2  
1 9 68 3 4 . 1 30 . 6  3 3 . 7  4 4 . 2  
1 9 69 3 7 . 3 3 4 . 0  3 4 . 9  4 4 . 4  

1 9 70 4 6 . 0  4 1 . 5  3 1 . 1  3 7 . 8  
1 9 7 1  4 7 . 2  4 2 . 5  3 3 . 3  3 8 . 9  
1 9 72 4 7 . 0  4 2 . 7  3 0 . 5 39 . 4  

1 9 7 3 4 5 . 9 4 2 . 1  2 7 . 9  3 7 . 4  

1 9 74 4 2 . 9 3 8 . 5  2 8 . 4  3 4 . 7  

1 9 7 5  40 . 1  3 4 . 7  2 8 . 4  3 1 . 8  

1 9 7 6  3 6 . 2  30 . 7  2 7 . 4  28 . 4  
1 9 7 7  3 3 . 7  2 7 . 5 2 5 . 1  2 5 . 9  
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Tab l e  2 ( cont in ued ) 

Pe r cent 

Br ic k s ,  po t te r y  Timbe r , f u r n i t ur e ,  Pape r ,  pr int ing 
g l ass , cement , etc . etc . and pub l i sh i ng 

Reco rd ed Repl ace- Reco rded Re pl ace- Reco r d ed Re pl ace-

ment cost ment cost ment cost 

1 9 6 1  9 . 3  8 . 3  2 5 . 9 2 4 . 3 18 . 3  1 6 . 2  
1 9 62 12 . 2  1 1 . 1  2 4 . 5  2 3 . 3 2 1 . 2  19 .o 
1 9 6 3  1 4  .o 1 2 . 9  2 5 . 6 2 4 . 8  2 1 . 9  1 9 . 7  
19 6 4  14 . 2  13 . 5  30 . 6  3 0 . 2 2 2 . 5 20 . 1  
1 9 6 5  1 6 . 4  1 5 . 7  3 1 . 5 3 1 . 4 2 3 . 2 20 . 9  
19 6 6  20 . 0  1 9 . 2  3 1 . 9  3 1 . 6  2 7 . 0  2 4 . 6  
1 9 6 7  20 . 7  19 . 9  3 0 . 6 30 . 6  3 1 . 1  2 8 . 6  
1 9 6 8  2 4 . 1  2 3 . 3 3 1 . 9  3 1 . 1  3 3 . 5 30 . 8  
19 6 9  2 9 . 3  27 . 7  3 4 . 8  3 2 . 4 3 5 . 1  3 1 . 6  
1 9 70 30 . 6 2 7 . 6  4 2 . 4 3 8 . 7  3 4 . 7  30 . 0  
1 9 7 1  2 9 . 4  2 5 . 5  40 . 6  3 6 . 2  3 4 . 2 28 . 2  
1 9 7 2  2 8 . 0  2 3 . 9 3 7 . 2 3 3 . 1  3 3 . 6 2 7 . 5  
19 73 2 7 . 2  2 2 . 6 3 8 . 0  3 5 . 9  3 2 . 3 2 6 . 5  
19 74 2 7 . 9  2 2 . 7  3 8 . 2 3 5 . 8  3 3 . 8 2 7 . 0  
1 9 7 5  2 4 . 7  1 9 . 1  2 8 . 0  24 . 4  3 4 . 7 2 6 . 4 
1 9 7 6  20. 8 1 5 . 6  2 6 . 7  2 2 . 6 3 5 .o 2 6 . 4  
1 9 7 7  1:7 . 9 1 3 . 0  2 8 . 1 2 3 . 4  3 3 . 6 2 4 . 9  

Othe r  manuf ac t ur ing D i st r ibu t io n  and se r v i ces 
indus t r i e s  

Reco rd ed Repl acemen t Reco r d ed Re pl acemen t 
cost cost 

1 9 6 1  2 5 . 7 2 3  .o 20 . 3 18 . 5  
19 6 2  2 8 . 6 2 5 . 7  20 . 1  1 8 . 4  
1 9 63 2 9 . 3  2 6 . 4  2 1 . 6  20 . 0  
1 9 6 4  2 9 . 4  2 6 . 7  20 . 8 1 9 . 6  

19 6 5  2 9 . 7 2 6 . 9  2 2 . 1  2 1 . 2  
19 66  3 1 . 5 2 8 . 8  2 1 . 5  2 1 . 0  
1 9 6 7  3 3 . 0  3 1 . 0  2 5 . 9 2 5 . 3 
1 9 6 8  3 5 . 2 3 3 . 8  2 6 . 6 2 6 . 0  
19 69 3 7 . 3 3 5 . 8  2 9 . 8  2 8 . 4  

1 9 70 3 9 . 4  3 7 . 6 3 1 . 2  2 9  .o 
1 9 7 1  3 8 . 8 3 6 . 1  30 . 6  2 8 . 0  

1 9 7 2  3 8 . 6 3 5 . 9  3 1 . 2  2 9  . o  
1 9 7 3  3 6 . 8 3 3 . 9  3 1 . 9  2 9 . 2 

1 9 7 4  3 6 . 7 3 3 . 4  3 2 . 2 2 7 . 7  

1 9 7 5  3 6 . 2 3 2 . 2 3 0 . 6 2 4 . 5  

1 9 7 6  3 4 . 7 3 0 . 9 2 8 . 8  2 1 . 9  

1 9 7 7  3 4 . 3 30 . 7  2 6 . 6  1 9 . 9  
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Table 2 ( conc l uded ) 

P e r  c en t  

Cons t r uc t ion Tr anspo r t  and �'lho les ale 
commun i ca t ion d i s tr ibut ion 
( exc l ud ing s h ipp i ng )  

Reco rd ed Repl ace- Reco rded Repl ace- Recor d ed Repl ace-
men t cos t rnent cos t ment cos t 

1 9 61 2 6 . 9  2 5 . 6  1 1 . 2  9 . 4  2 3 . 6  2 2 . 4  
1 9  6 2  2 5 . 1  2 4 . 1  5 . 6  4 . 6 2 4 . 0  2 2 . 8  
1 9 6 3  2 2 . 8 2 2 . 0  6 . 3  5 . 4  2 5 . 3  2 3 . 9  
1 9 6 4 1 4 . 1  l 3 . 7 9 . 1  8 . o  2 6 . 1  24 . 8  
1 9 6 5  1 6 . 9  1 6 . 5  6 . 3  5 . 6  2 7 . 6  2 6 . 4  
1 9 66 20 . 2  1 9 . 8  8 . 1  7 . 3  28 . 8  2 7 . 7  
1 9 6 7 2 9 . 9  2 9 . 1  9 . 0 8 . 0 30 . 0  2 9 . 0  
1 9 68 30 . 5  30 . 2  6 . 6  5 . 6  3 2 . 2  3 1 . 8  
1 9 6 9  30 . 4  30 . 1  1 4 . 6  l l . 7 3 4 . 1  3 2 . 9  
1 9 70 3 3 . 7  3 2 . 1 l 3  . 8  l l . l  3 6 . 4  3 3 . 7  
1 9 71 3 1 . 7  2 9 . 8  1 0 . 5  8 . 9  3 6 . 2  3 3 . 7  
1 9 7 2 3 3 . 6  3 1 . 7  1 2 . 8  1 1 . 2  3 6 . 7  3 4 . 5  
1 9 7 3  3 7 . 5  3 6  . o  1 3 . 8  1 2 . 0  3 7 . 3  3 5 . 4  
1 9  74  3 3 . 1  3 1 . 4  l l . A  1 0 . 0  3 7 . 7  3 5 . 1  
1 9 7 5 2 7 . 6  2 4 . 4  1 2 . 1  9 . 2  3 7 . 9  3 3 . 7  
1 9  76 1 8 . 3  1 5 . 0  2 3 . 1  1 5 . 6  3 9 . 7  3 4 . 2  
1 9 77 1 5 . 8  1 2 . 5  2 5 . 0  1 5 . 5  3 7 . 9  3 2 . 4  

Ret a i l  d i s tr ibut ion M isce l l aneous s e r v ices 

Reco rd ed Repl aceme n t  Reco r d ed Repl acemen t 
cos t cos t 

1 9 6 1  1 8 . 0  1 7 . 8  2 3 . 6  1 7 . 5  
1 9 62 1 7 . 2  1 6 . 8  2 5 . 9  20 . 0  
1 9 6 3  1 9 . 7  1 9 . 6  2 6 . 7  2 1 . 4  
1 9 6 4  1 9 . 3  1 9 . 7  2 6 . 2  2 1 . 1  
1 9 65 20 . 0  2 1 . 3  2 9 . 0  2 3 . 4  
1 9 66 1 8 . 8  20 . 4  2 4 . 7  20 . 7  
1 9 6 7  20 . 3  2 1 . 9  3 4 . 5 2 9 . 9  
1 9 68 2 2 . 4  2 3 . 4  3 5 . 0  3 1 . 4  
1 9 69 2 6 . 6  2 6 . 6  3 6 . 7  3 3 . 7  
1 9 70 2 6 . 9  2 6 . 0  3 6 . 8  3 2 . 3  
1 9 7 1  2 5 . 5  2 4 . 2  3 8  . o  3 2 . 5 
1 9 72 2 2 . 8  2 2 . 2  4 1 . 2  3 5 . 9  

1 9 73 2 2 . 3  20 . 9  4 1 . 6  3 5 . 4  
1 9  74 2 2 . 5  1 9 . 6  4 4 . 1  3 4 . 6  
1 9 7 5  1 9 . 5  1 5 . 8  4 7 . 8  3 4 . 1  

1 9 76 1 8 . 2  1 4 . 0  4 5 . 9  3 1 . 8  
1 9 77 1 6 . 9  1 2 . 8  4 2 . 3  2 9 . 0  
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Tab l e  3 

Pos t - t ax r eal prof i t ab i l i ty [ l ]  

Pe r cent 

Manu f ac t ur ing , Man u f ac t ur ing Fbod 
d i str ibu t i on 
and s e r v ices 

Di sposa l Go ing Di sposa l Go ing D i spo s a l  Go i ng 
b as i s [ 2 ]  con ce r n  basis conce r n  basis conc e r n  

bas i s [ 3 ]  bas i s  bas i s  

1 9 6 1  7 . 3  6 . 2  6 . 6  5 . 6  9 . 6  8 . 5  
1 9 6 2 6 . 5  5 . 9  5 . 8 5 . 2 9 . 3  8 . 6  
1 9 63 6 . 8  6 . 4  6 . 1  5 . 7  8 . 3  8 . 1  
19 64 7 . 9  6 . 9  6 . 6 5 . 6  10 . 4  8 . 9  
1 9 6 5  9 . 5  8 . 5  7 . 8  6 . 9  1 2 . 2  10 . 8  
1 9 66 6 . 7  6 . 0  4 . 7  4 . 1  6 . 4  5 . 8  
1 9 67 8 . 2  7 . 7  6 . 7  6 . 3  9 . 7  9 . 3  
1 9 68 3 . 9  2 . 6  2 . 3 1 . 2 4 . 0  2 . 7  
1 9 69 7 . o  6 . 3 5 . 0  4 . 3 5 . 7  4 . 6 
1 9 70 5 . 7 3 . 9  4 . 8  3 . 1  3 . 5  1 . 9  
19 7 1  6 . 2  4 . 9  5 . 5  3 . 8  3 . o  1 . 7  
1 9 7 2  8 . 7  · 7 . 3  6 . 4 5 . 8 5 . 2 4 . 6 
1 9 73 4 . 8  5 . 0  3 . 5  3 . 8  - 4 . 6  - 2 . 5 
1 9 74 1 . 4  0 . 7 -0. 4 -0 . 4 7 . 5 2 . 2 
19 7 5  4 . 5  o .  6 1 . 5  - 1 . 1  2 . 7  - o .  4 
1 9 7 6  1 . 8  2 . 8  0 . 1 1 . 8  2 . 2  2 . 6  
1 9 7 7  4 . o  3 . 8 2 . 9  3 . 1  1 . 7  2 .o 

Dr i n k  Tobacco 

D i spo s a l  Go ing Di spos a l  Go i ng 
bas i s  conce r n  b as i s  conce r n  

bas i s  t ax bas i s  

1 9 6 1  - 4 . 3  -4 . 3  6 . 4 4 . 4 
1 9 6 2  - 4 . 0  -3 . 7  7 . 1 6 . 2  
1 9 6 3  - 0 . 7 -0 . 7 3 . 6 4 . 6  
19 6 4  4 . 8 3 . 3  8 . 8  6 . 6 
19 6 5  7 . 2  5 . 6 8 . 3  8 . 0  
1 9 6 6  5 . 1 4 . 2 4 . 8  4 . 3  
1 9 6 7  6 . 2 5 . 2 6 . 2  5 . 9 
1 9 6 8  2 . 1 0 . 1 - 3 . 9  - 3 . 9  
1 9 6 9  4 . 5 3 . 5 5 . 6  4 . 2 
1 9 70 8 . 3  4 . 8  8 . 4  6 . 5  

19 7 1  9 . 8  6 . 0  9 . 5 8 . 1 
1 9 7 2  10. 0 7 . 1  10 . 0  7 . 6  
1 9 73 10. 7 7 . 1 2 5 . 6  16 . 8  

1 9 7 4  4 . 9  2 . 3 - 2 . 0  - 1 . 4 

1 9 7 5  6 . 5 2 . 3 7 . 8  4 . 0  
1 9 7 6  6 . 5 4 . 7  1 8 . 2  1 1 . 3  

1 9 7 7  6 . 0  4 . 7  1 7 . 8  1 2 . 1  

[ 1 ]  P o s t- t ax r e al r ate of r et ur n  on t he equ i t y  st ake in t r ad i ng as se t s .  

[ 2 ]  W i th a ' n at ur a l ' g ea r i ng ad j u stmen t .  

[ 3 ]  W i th an S SAP 1 6  g ea r i ng adj u stmen t .  
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Tab l e  3 ( con t i n u  d )  

p r c n t  

Ch m i c  l s  Met 1 man u f ac t ur e Non- e l ec t r ic al 
ann a l l i ed eng i ne e r inq 
indus t r i es 

D i spos a l  Go ing D i sposa l Go ing D i sposa l Go i nq 
bas is conce r n  bas i s  co nc e r n bas i s  concer n 

b s is  bas i s  bas i s  

1 9 6 1  7 . 8  6 . 8  5 . 9  4 . 6  5 . 5  4 . 8  
1 9 6 2  6 . 7  6 . 1  3 . 4  2 . 7  4 . 4  4 . 1  
1 9 6 3  6 . 6  6 . 2 1 . 0 0 . 8  5 . 2  4 . 8  
19 64 8 . 8  7 . 6  3 . 7  2 . 6  4 . 1  3 . 5  
1 9 6 5  10 . 1  9 . 1  5 . 2  4 . 1  4 . 7  4 . 3  
1 9 66 6 . 5  5 . 7  o .  8 0 . 2 3 . 3  3 . o  
l 9 6 7  7 . 5  7 . 2  2 . 7  2 . 4  5 . 9  5 . 5  

19 6 8  o .  7 -O . A  - 0 . 7 - 1 . 3  o .  6 -0 . 4 
1 %  3 . 6  2 . 2  - 0 . 8  -0 . 2  2 . 5  2 . 4  
1 9 7  5 . 0  3 . 4  3 . 4  1 . 7  0 . 9 o .  2 

1 C'l 7 l  4 . 6 3 . 4  4 . 6 2 . 2  1 . 8  o .  9 

l q 7 2 5 . 5  4 . 7  3 . 1  1 . 8  5 . 2  4 . 5  

1 7 2 . 8 3 . 3  - 3 . 4  - 1 . 5  5 . 3  4 . 7  

lq  74 - 1 . 7  -0 . 5  - 7 . 5  - 6 . 3  - 4 . 5  - 2 . 5  

1 9 7 5  2 . 1  0 . 8  1 . 2  -4 . 4  1 . 0 - 1 . 0  

1 9 7  -0 . 2  2 . 5  - 9 . 2  - 4 . 7  0 . 6 2 . 6  

l q 7 7 5 . 7  5 . 2  3 . 3  1 . 8  2 . 0 3 . 3  

Sh i pbu i l d  ing an d 

E l ec t r i c a l  eng i ne e r i ng mar i n e  eng ineer ing 

D i s pos a l  Go inq D i spos a l  C".o i ng 

ba s i s conce r n  has is conce r n  

bas i s  bas i s  

1 9 6 1  3 . 6  2 . 9  1 . 2  1 . 1  

1 6 2  5 . 6  4 . 9  - o .  4 - 0 . 3 

1 9 6 3  9 . 9  8 . 7  0 . 8 o .  6 

1 9 6 4 1 . 0 1 . 5  - 1 . 6 - 1 . 4  

1 9 6 5  5 . 6  5 . 2  - 7 . 3  - 6 . 4  

1 9 6 6  4 . 3  4 . 1  - 3 . 8  - 3 . 4  

1 9 6 7  6 . 5  6 . 2  - o .  5 - 0 . 5 

1 9 6 8  o .  2 - o .  5 2 . 9  2 . o  
1 9 69 3 . 3  3 . 5  - 5 . 7  - 7 . 7  

1 9 70 6 . 4  5 . 1  5 . 5  3 . 4  

1 9 7 1 7 . 2  5 . 8  5 . 4  3 . o  
1 9 7 2 1 1 . 3  1 1 . 3  7 . 4  7 . 2  

1 9 7 3  3 . 4  5 . 1  - 2 2 . 4  - 1 2 . 8  

1 9  74 1 . 0 2 . 9  - 4 . 4  3 . 3  

1 9 7 5  0 . 8  1 . 3  - 10 . 3 - 5 . 7  

1 9 7 6  2 . 9  5 . 5  - 6 . 2  - 3 . 3  

1 9 7 7  3 . 9  6 . 6  - 2 . 8  - 0 . 9  



T b l e  3 ( con t i nued ) 

p r c nt 

V h i cl s Me ta l goods Text i l  s 
no t e l s  wher e 
spec i f i ed 

D i spos a l  Go ing D i sposa l Go i ng D i sposa l  Go i ng 
bas i s  conce r n  bas i s  conc e r n  b a s i s  conce r n  

bas i s  bas i s  bas i s  

1 9 6 1  1 2 . 1  1 3 . 5  6 . 7  6 . 3 5 . 5 4 . 6 
19 62 10. 6 1 2 . 2  6 . 6 6 . 3  3 . 9  3 . 4  
1 9 63 16 . 3  1 9 . 1  7 . 0 6 . 7  3 . 5  3 . 4  
1 9 64 1 4 . 4  1 5 . 0  6 . 2  5 . 7  8 . o  6 . 5 
1 9 6 5  1 1 . 6  1 2 . 0  7 . 4  6 . 9 7 . 9  6 . 9  
1 9 6 6 7 . 9  8 . 2  5 . 7  5 . 3 5 . 0  4 . 2 
19 67 7 . o  7 . 3  6 . 1 5 . 7  7 . 2  6 . 3  
1 9 68 8 . 6 7 . 7  o . o  -0 . 5  3 . 3  2 . 1 
l 9 6 9  8 . 1 8 . 4  3 . 5  3 . 4  6 . 2  5 . 1  
1 9 70 - o .  4 - 1 . 6  5 . 4  4 . 3  6 . 3  4 . 2 
1 9 7 1  6 . 2 4 . 8  6 . 7  5 . 7 5 . 6 3 . 5 
1 9 7 2  3 . 3  3 . 2  3 . 2  3 . 8  o .  5 1 . 7  
1 9 7 3  6 . 1 6 . 8 -4 . 1  - 1 . 3  1 . 7  2 . 8  
1 9 74 - 1 8 . 5  - 1 4 . 5  - 2 . 7  - 1 . 0  4 . 1 1 . 8  
1 9 7 5  - 1 6 . 9  - 2 0 . 7 5 . 5 2 . o  0 . 6 - 3 . 3  
1 9 7 6 - 4 . 7 - o .  5 -4 . o  0. 6 -6 . 0  -3 . 9  
1 9 7 7  - 9 . 7  - 4 . 1  1 . 7  1 . 5  0 . 5 -0 . 2 

Le ather , l ea ther goods Cloth ing and footwe ar 
and f u r  

D i spo s a l  Go ing Di sposa l Go i ng 
b as i s  conce r n  bas i s  conc e r n  

bas i s  bas i s  

1 9 6 1  3 . 3  1 . 7  1 0 . 2 8 . 7  
1 9  6 2  3 . 2  2 . 2 8 . 7  8 . 4 
1 9  63 2 . 3  2 . 4 5 . 4  6 . 1 
1 9 6 4 3 . 1  2 . 5 8 . 7  8 . 3  
1 9 6 5  3 . 3 3 . 4 1 2 . 5  1 1 . 7  

19 6 6  1 . 7  1 . 4  7 . 5  6 . 5 
1 9 6 7  5 . 2 3 . 6 1 3 . 6  1 5 . 2  
1 9 68 0 . 6 - 0 . 1 4 . 3 3 . 7 
1 9 6 9  6 . 2 5 . 6 1 0 . 4 10. 7 
1 9 70 1 5 . 4  8 . 2  7 . 8  6 . 4  
1 9  7 1  7 . 9 6 . 5  l l . O  9 . 1  

1 9 7 2 - 10 . 7 - o .  6 8 . 2  1 0 . 4 

1 9 7 3  20. 6 1 5 . 6  6 . 1  8 . 8  

1 9 74 2 7 . 9  1 2 . 6  4 . 1 1 . 2  

1 9 7 5  1 3 . 5  4 . 8  7 . 6  l . l  

1 9 7 6  - 4 . 3 3 . 4 0 . 6 0 . 8 

1 9 7 7  9 . 6 1 0 . 1 1 . 2  0 . 7 

7 5  



3 ( cont i n ued ) 

p r cent 

Br ic k s ,  po t te r y ,  Timbe r ,  Pape r ,  pr int ing 
g l as s ,  cemen t , e t c . fu r n i t u r e , e tc . and pub l i sh i ng 
D i sposal Go ing Di sposa l Go ing Di sposa l Go i ng 
ba s i s  conc e r n bas i s  conc e r n  bas i s  conc e r n 

bas i s  bas i s  bas i s  

1 9 6 1  9 . 2 8 . 4 6 . 1  5 . 0  8 . 1 6 . 9  
1 9  6 2  8 . 8  8 . 2  4 . 6  4 . o  7 . 6  6 . 8  
1 9  63 9 . 6 9 . 1  5 . 8  5 . 5  7 . 3  6 . 6 
19 64 1 0 . 9 10. 1 6 . 2 5 . 5 10. 2 8 . 8 
1 9 65 10. 5 9 . 8  9 . 6  8 . 5  10. 6 9 . 3 
1 9  6 6  8 . 0  7 . 4 6 . 2  5 . 1  5 . 2 4 . 3  
1 9 6 7 9 . 2 8 . 9  8 . 6  8 . 0  7 . 6 6 . 9  
1 9  68  4 . 1  2 . 8 - o .  2 - 0 . 9 2 . 9 1 . 4  
19  6 9  7 . 3  6 . 2 2 . 6  2 . 5  6 . 5 5 . 6 
19 70 8 . 9  6 . 8  2 . 3 0 . 5 5 . 2 3 . 1  
1 9 7 1  4 . 9  4 . 9  9 . 0  6 . 5 5 . 4 3 . 1  
1 9 7 2  ll . 6 10 . 7 1 6 . 1  16 . 4  8 . o  6 . 4  
19  73 9 . 6 9 . 1  - 8 . 4  o .  8 6 . 7  5 . 5 
1 9  74 - 0 . 4 - 0 . 3 3 . 6  1 . 6  - 1 . 3  - 0 . 1 
19 7 5  o .  4 - 2 . 3 1 4 . 3  7 . 1  3 . 8  - 1 . 8  
1 9 7 6  3 . 2  2 . 7 - 1 . 6  2 . 6  5 . 0  4 . 3 
1 9 7 7 2 . 1 1 . 7  7 . 5  5 . 6 6 . 1  4 . 3  

Ot he r manu f ac t ur ing D i str ibut io n and se rv ice s 
i nd ust r i e s  

Di spo s a l  Go ing Di sposa l Go i ng 
bas i s  conce r n  bas i s  conce r n  

h a s  i s  b as i s  

1 9 6 1 6 . 5 5 . 2 9 . 0  7 . 7  
1 9 6 2 5 . 8  4 . 9 8 . 8  7 . 9  
1 9 6 3 7 .  0 6 . 4  8 . 7  8 . 1  
1 9 6 4 8 . 9  7 . 2 8 . 7  7 . 7  
1 9 6 5 8 .  7 7 . 3 10. 2 9 . 2  
1 9  6 6  6 . 6  5 . 5 7 . 9  7 . 3  
1 9 6 7  1 0 . 9  9 . 7  8 . 1 7 . 7 
1 9 6 8  2 . 8 1 . 5  2 . 8 1 . 6  
1 9 6 9 4 . 5  4 . 2 6 . 6 6 . 2 
1 9 70 4 . 9  2 . 9  8 . 1  6 . 3  
1 9 7 1  7 . 3 4 . 8  10. 2 7 . 9  
1 9 7 2 6 . 5  5 . 8 1 2 . 3  1 1 . 1  
1 9 7 3 0 . 5 1 . 7  7 . 6 7 . 8 

1 9 7 4 - 4 . 2 - 3 . 1  6 . 1  3 . 1  

1 9 7 5  6 . 6 - 1 . 2  1 0 . 9 4 . 3 
1 9  7 6  - 1 . 2  - 0 . 8 6 . 5 5 . 4 

1 9 7 7  - 0 . 8  - 0 . 8 6 . 6  5 . 3  



Tab le 3 ( conc l uded) 

Per c en t  

Tr an spo r t  and 
Cons tr uc t  ion commun ica t ion Wholes a l e  

( ex c l ud ing sh ipp i ng )  d is t r ibut ion 
D i spos a l  Go ing D isposa l Go ing D i sposa l Go inq 
bas is conce r n  bas is conc e r n bas is concer n 

bas is bas is bas is 

1 9 6 1  9 . 4  7 . 8  4 . 4  3 . 7  6 . 8 5 . 7  
1 9 6 2  9 . 5  8 . 6  5 . 2  4 . 6  6 . 3  5 . 5  
1 9 63 9 . 6 9 . 1  6 . 4  5 . 8  6 . 6  6 . 1  
1 9 6 4 9 . 2  8 . 5  6 . 3  5 . 5  6 . 2  5 . 3  
1 9 65 9 . 8  9 . 2  5 . 5  5 . 1  8 . 5  7 . 4 
19 66 6 . 1  5 . 6  6 . 5  6 . 0 6 . 4  5 . 4  
1 9 67 10. 7 1 0 . 5 7 .o 6 . 5  5 . 5  5 . 3  
1 9 68 3 . 2  1 . 6  5 . 8  5 . 1  2 . 1  0 . 9  
1 9 6 9 6 . 2  6 . 0  3 . 8  4 .o 5 . 3  5 . 1  
1 9 70 7 . 3  5 . 9  3 . 5  4 . 3  7 . 0 5 . 1  
1 9 7 1  9 . 9  8 . 1  6 . 3  6 . 3  7 . 4  5 .o 
1 9 72 4 . 3  7 . 3  4 . 9  6 . 3  9 . 3  8 . 4  
19 7 3  - 7 . 9  1 . 5  6 . 1  8 . 3  2 . 1  4 .o 
1 9 74 - 1 . 4 0 . 9 o .  9 1 . 7  4 . 4  3 . 1  
1 9 7 5  8 . 7  4 . 7  3 . 5  2 . 4  1 5 . 0  5 . 6  
1 9 76 7 . 3  8 . 4  -0 . 2  o .  6 3 . 0  6 . 2  
1 9 77 4 . 3  6 . 1  - 1 . 8  0 . 6  1 1 . 3  8 . 7  

Reta i l  d is t r ibut ion M is ce l l aneous s e r v ices 
D i spos a l  Go ing D i spos a l  Go i ng 
bas is concer n  bas is conce r n  

bas is bas is 

1 9 61 1 1 . 3  10 . 4  9 . 2  7 . 1  
1 9 6 2  1 1 . 2  1 0 . 6  8 . 3  6 . 8  
1 9 6 3  1 0 . 3 1 0 . 1 8 . 9  7 . 6  
1 9 64 1 0 . 8 1 0 . 1 8 . 2  6 . 3  
1 9 6 5  1 2 . 8  1 2 . 4  9 . 0 7 . 2  
19 66 9 . 9  9 . 8  7 . 5  6 . 3  
1 9 67 9 . 8  9 . 8  6 . 6  5 . 7  
1 9 68 1 . 2  0 . 1 5 . 0  2 . 9  
1 9 69 7 . 2  6 . 9  8 . 3  7 . 5  
1 9 70 9 . 1  7 . 6  8 . 2  5 . 4  
1 9 71 1 1 . 9  1 0 . 0  9 . 8  6 . 1  
1 9 72 1 6 . 5  1 5 . 1  1 2 . 3  9 . 0  
1 9 73 1 3 . 5  1 1 . 9  8 . 4  6 . 4  
1 9 7 4  6 . 5  4 . 3  1 0 . 6  2 . 6  
1 9 7 5  9 . 2  6 . 1  1 4 . 8  o .  8 
1 9 76 6 . 9  6 . 6  7 . 4  1 . 7  
1 9 7 7  6 . 8  6 . 2  6 . 4 2 . 6  

7 7  
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