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THE IRON AND STEEL INDUSTRY
1926-1935

An investigation based on the accounts
of public companies

By R. H. Coase, R. S. Edwards and R. F. Fowler

Introduction

SYNOPSIS

Part I : The General Results
The sample ; size classification ; industrial classification; the results; 
profits and losses ; undistributed profits; liquid balances and gross 
working capital; fluctuations in the demand for liquid balances ; stocks 
and work in progress ; net trade indebtedness ; bank advances.

Part I I : Some Special Aspects
Iron and steel profits and published indices ; the re-investment of profits ; 
factors determining the demand for bank advances , the demand for liquid 
balances ; representative behaviour and the investment of working capital.

4. Conclusion

I  I

The thanks of the Committee of the London and Cambridge Economic 
Service are due to the Rockefeller Foundation, whose financial assistance

has rendered possible the publication of this Memorandum.
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the iron a n d  steel in d u str y , 1926-1935
Investigation based on accounts

public companies
By R. H. Coase, R. S. Edwards and R. F. Fowler

The investigation^ on which this Memorandum is based was undertaken with two main objects : firstly, to indicate the possibilities of using published accounts as a source of economic statistics ; secondly, to show how these statistics can be employed, not only for business forecasting, but also for checking the reality of some of the assumptions of economic theorists and for revealing relationships which ought to be taken into account in, for example, analyses of the trade cycle. Incidentally, we hope to shed some light on the industry which we have selected for the purpose of our study.The Companies Act requires every public company once a year to file with the Registrar of Companies a true copy of the last balance sheet. Thus, in addition to its profit, it is possible to obtain for every public company a statement showing the distribution of its resources and the nature of its liabilities on one day of each year. Hitherto, this source of information has not been widely used, although, of course, published accounts are the basis of the profit figures tabulated and analysed by The Economist newspaper.'^Our survey differs from others in that itattempts to make use, not only of the profitfigures, but also of those relating to assets and liabilities.
Limitations of Published Balance Sheets

the so-called “ fixed assets ”, and hence the 
profit figure. Nevertheless, given familiarity with accounting conventions, we believe that it is possible to estimate the direction and even in some cases the degree of unreliability.We have already published a paper^ in which ŵe have set out the difficulties which we met in the use of published balance sheets. I t is, therefore, unnecessary to repeat them here in detail. I t should, however, be pointed out that during the period covered by our investigation, the Companies Amendment Act 1928 was ])assed, this and previous legislation being codified in the Companies Act 1929. Tlie effect of this change in the law, which followed the report of the Greene Committee, was to make obligatory a certain minimum of information in the published accounts. On the other hand, the Act may have hastened the formation of subsidiary companies to take over the assets formerly held by the parent concerns, since it is j^ossible for a subsidiary to be a private company and thus to avoid the publication of balance sheets.' Nevertheless, it appears to us that the standard of published accounts was improving throughout the decade covered by our survey and similar investigations relating to future periods should involve less difficulty and would probably elicit more information.

commonly held that much of the mformation provided by published accounts IS unreliable and there is no doubt that falsification is frequently practised. Moreover, accounting concepts are not wholly free from obscunty, a fact which affects, in particular.

PART I.
The Sam ple

Obviously an investigation covering all industries would, if a sufficiently reliable sample could be drawn from each, be more interesting
for statistical assistancp indebtedness to the Economics Research Division of the London Scliool of Economicscomplete the E. Simpson. A grant for research from the University of London enabled us toof The £co7}omist SUiiijd  ̂ obliged to the Registrars of Companies in lingland and Scotland and to t he editors,, - These f i g u r ^ ^  Glasgow Herald for their lielpful co-op Oration.^el Profits  ̂ 1928/37 bv  ̂ Stamp for his indices of profits* Reference might also be made to The Trend of ̂ ^Published ^^ociety, 1939./Usoci^ion by Qee & CoTjnne, m S   ̂ Economic Inveshgahon—Some Difficulti&i, published for Tlie Accounting Research 

‘vate companies are not required to file balance sheets with the Registrar.
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than a survey of one industry. Such a task would, however, have been beyond the re
sources at our command. We therefore took 
the view that a detailed study of one industry 
would be more useful than a study based on a few examples drawn from many industries. 
Since we were anxious that our investigation 
should be of use to students of trade cycle 
theory and since the position of tlie pro
ducers goods ” industries is of critical importance in many formulations of a theory of%  Vindustrial fluctuations, we selected the Iron 
and Steel Industry. Furthermore, the period we have chosen was particularly interesting 
in that it included a major depression.This industry also happens to possess 
certain other advantages from the point of 
view of statistical analysis. Firstly, trend movements in production have been less marked 
since the Great ^^'ar than in many other 
industries. Secondly, a large part of the trade 
is in the hands of public companies whose balance sheets are accessible to students.Our sample consists of all companies, 
other than those exclusively in the coal trade, 
that have appeared at any time within the decade 1926-1935, in the section entitled 
“ Coal, Iron and Steel,” in the Stock ExchangeOfficial I n t e l l i g e n c e . ^ 2  xhe total number of
companies in this category was 223.It was not possible to use all 223 companies for those sections of our study which involved the use of a constant sample, for 
this total includes many companies in respect of which figures were not available for the whole decade or for part of Avhich operations were carried on by a private company. Moreover, the grouping of balance sheet items varied from company to company and sometimes from year to year on the balance sheets of a particular company.^ Therefore the total number of companies which we could use depended on the particular figures which we
were studying.AU companies were analysed according to 
size and principal activities.

S ize C lassification
I t is possible to measure size in several ways. For example, one might take as criteria the number of employees, volume of sales, etc. However, the absence of satisfactory statistics

makes it necessary to adopt some other index 
and we have chosen one which can be obtained 
from the balance sheets themselves, namely, the Issued Capital plus outstanding Deben
tures at the date of the first balance sheet included for each company. There are obvious 
defects in such a measure if relatively small differences are being examined ; but since we have taken only four groups there is little 
reason to suppose that the index will fail to disclose significant differences due to size. The 
groups are as follows : No. of Cos.Companies with Issued Capital and outstanding Debentures—not exceeding £100,000 . .  39______________  do. do. from £100,000 to £500,000.. 70Size  Group 3 : do. do. from £500,000 to £2,000,000.. 72Size  Group 4 : do. do. over £2,000,000 . .  . .  30
Size  Group 1 Size  Group 2

Industria l G lassification
A detailed study of the activities of our 

companies disclosed that a very wide range was covered and almost every degree of integration. We attempted to distinguish those 
companies which would generally be regarded 
as iron and steel producers from those whose principal activity was engineering (including shipbuilding). Many of the engineers pro
duced iron and steel, but if the latter appeared to be a subsidiary activity the company was allocated to the engineering group. Apart from these two main groups we separated companies which changed the nature of their operations during the decade and those which appeared to be engaged only in merchanting. The numbers in the three groups are as
follows :Iron and Steel Producers .. . . 72......................... 134Engineers

Others A m 17
As an indication of the size of our sample, it is worth pointing out that the companies we have included own about two-thirds of the blast and open-hearth furnaces^ included in the statistics of the British Iron and Steel 
Federation.

The R esults
We propose first to set out our figures, and the conclusions which we draw from them, after which we hope to indicate some of the relationships between our statistics,

• Prior to the amalgamation of the Stock Exchange Year Book with the Official Intelligence, our sample waa drawn from 
“ panies registered, or whose main activities appear to he conducted, outside Great Britain and Eire were excluded.

InrpJrlL^rL^
4 Tr»,.iH<xT,tAllv these furnaces represent much more than two-thirds of capacity.



flfntistics and economic analysis. Certain
to »»  or oyon to ooUeot thefor so-caOed fixed assets. ̂  The basis of their valuation is so obscure that at the time of collecting the data we felt that they would not be worth analysing, particularly as, for so many companies, it is not possible to discover how far year-to-year changes are due to additions to equipment and how far to the amount of depreciation written off. Nevertheless, were we to undertake another similar investigation, we might collect and examine these data. Particularly, if companies involved in reconstructions and mergers were distinguished from others, the figures might be made to throw some light on the way in 

which resources were used. affects

certainly a tendency to choose a date when stock-taking will be easiest because stocks are at a minimum. But among public companies engaged in manufacturing this influence is likely to be small, since modem methods of 
stock control tend to eliminate physical stocktaking or rather to spread it throughout theyear,

Profits and Losses

A qualification which affects all our 
results is due to the fact that companies are free to choose any year-end they like. If, however, we were to eliminate those companies which failed to adopt the same year-end, the largest sample we could get would be only about one-third the size which is possible without this elimination. There seemed insufficient reason for this drastic reduction.The significance of this point can be exemplified by reference to stock. Our 1926 figure for this item is the total of the amounts shewn on all balance sheets made up to a date in the calendar year 1926. Of course, if companies make up their accounts to dates when their stocks are expected to be low this might well mean that the absolute figures shown by us are well below the average for the year. It might also mean that cash balances are higher and bank overdrafts lower. Among wholesale and retail traders there

The profit figures which we have analysed are the net profits as calculated by the companies themselves^ after deducting amounts 
set aside as depreciation, provisions for income tax and interests on debentures and loans. In 
all, we were able to obtain the profit figures for 10 years in respect of 152 companies. ^

We do not propose to discuss the accounting conventions according to which profits are normally calculated, ̂  but it is necessary to refer to the effect on our figures of the financial 
reconstructions undergone by 33 of these companies® during the decade. I t will be observed that it was, in the main, the large companies 
that were reconstructed.’ Reconstruction involved the writing down of assets, thus implying a failure in earlier years to deal adequately with depreciation and obsolescence—a point

is

to be borne in mind in interpreting the results of the reconstructed companies. We have calculated the amounts vTitten off in t his way for companies in Size Group 4 and the total during the decade was of the order of £60 millions, a large part of which was written off during the boom years 1929 and 1930.® In setting out the profits of reconstructed companies in tables we have excluded these “ reconstruction losses ” since the years in which the assets were written down were
iUiquid investments in other co m p ^ ii totals for investments in Subsidiaries and for apparentlyhttle meaning since in many cases^the valuations arp fjp^res are possibly of some value, but the former probably have a Tf ih . a .  valuations are not the results of real transactions nor estimates of market worth. ̂ If th e  Drofit flmir f f ^ t/awAiocwv-iunc* u u i  oi marKe^ wort/n.
sheet dates, the difference be^g added to'̂ tlm^n t̂ dl^tiend? n^id revenue reserves at two successive balancecompames for one or more years.  ̂ aividends paid. The latter procedure had to be adopted in the case of 10
these c ^ i^ ^ e p S ^ ? th V r e l? v ^ t^ y l^ ^ ^  ^ ^^ys at some time during the decade. Inmonths’ proat m any year. ^ apportioned on a time basis to avoid the inclusion of l e id r  more than 12
S w K  c o m p a r^ ^ L ^ th ^ n e w ^ y -fo r^ ^ ^  com panies were excluded from  th e  tim e when th ey  becameof co^pSd^ are^ Fortunately the com-ected and this sub-group is of very little value analysis smce only reconstructed companies in Size 4The subject was diflr.nccô  _______  , ., \g subject *  ̂ vciy .uutie vaiue«  ̂ ^  ^  ^

since ^ey^^rre1the?*mr^ed^^i^^^ four companies whichcompanies belong to Size associated with, compames in Were not themselves reconstructed were treated as such
______ i _  •  1  .  .  _  _____-  .  _

insteadgroups.
___ Three ________ preserve continuity.

proportion of um econstrucSd^c^m ^iiilf^ ceased to exist. A study of the liquida-econstructed compames ceasing to exist was much the same in all size
^  ^  ^  t?  v %a :t J K < i111  L X A  i

t
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almost ocrtainlv not those in ^̂ •hioh the losses%
were incurred.

Table I sets out the aggregate profits of 
the accounting years ending within the decade 
covered by our survey.' The aggregate figures 
are analysed according to size and the recon
structed are distinguished from the unrecon
structed companies. Little is to be gained 
by a detailed study of the former, though it 
should be pointed out that the marked up
swing in Size Group 4 is due to these com
panies which in the latter years were probably 
lelieved, by reconstruction, from heavy depre
ciation. The principal point to be noted is 
the cj’̂ clical svdng found in all Size groups. 
This was borne out by fiu-ther analysis : of 
the unreconstructed companies only three 
made their highest profits within the three 
years 1931 to 1933, whereas 61 made their 
lowest profits in these years. The cyclical 
swing, though present in all Size groups, varied 
in amplitude. The coefficients of variation 
were as follows :

Size
Size
Size
Size

• »

Total

All Uiu-econstructed 
C ’ompanies^ Companies

# « 4 t
•  #

• #

Of) 40

The figures indicate the influence of recon
structions particularly in Size Group 4 and, 
when this influence is excluded, it appears 
that the larger the company the smaller the 
cyclical amplitude. This may possibly be due 
to a greater use of secret reserves for profit 
equalisation in the larger and more public 
companies.

A further point to be noticed is that 
unreconstructed companies for aU Size Groups 
in no year show a net loss and even when the 
reconstructed companies are added it is only 
in Size 4 in 1932 that a small net loss is shown.^

J1 ^

iBiinf-

S ize  1.
R econst ru c ted  
U n reco n stru c ted

T o ta l

Size  2 .
R eco n s tru c ted
U n reco n stru c ted

T A B L E  I .
P R O F IT S  O F  152 C O M PA N IE S A N A L Y SE D  A C C O R D IN G  TO  SIZ E

£ ’000 )

N o. of Cos.

T o ta l 

.Size  3.
R eco n s tru c ted  
U n reco n stru c ted

T o ta l

S ize  4.
R eco n stru c ted  
U  nreconst ruc ted

T o ta l

A iJ. S ize  Gr o u ps .
R eco n stru c ted  
U n reconst ruc ted

T o ta l

47

30

1.52

1926 1927 1928 1929 1930 1931 1932 1933 1934 1935

i - 2 - 3 5 4 -1 -2 -11 - 9 0 6
49 71 118 83 60 14 14 20 54 58

47 68 123 87 59 12 3 11 54 64

32 32 78 93 77 8 -7 -1 9 1 411
416 613 699 720 576 200 30 97 487 901

448 645 777 813 653 208 23 78 488 942

112 328 262 365 301 81 53 82 246 3231 X A M
1,246 1,666 1,340 1,746 1,594 546 196 219 1,358 1,966

| l , 3 5 8 1,994 1,602 2,111 1,895 627 249 301 1,604 2,289

-fl02 -445 1,077 924 504 -751 -1,171 181 2,160 4,269
1,604 1,709 2,325 2,254 2,294 1,343 963 851 1,665 2,032

612 1,264 3,402 3,178 2,798 592 -208 1,032 3,825 6,301

-850
3,315

-8 8
4,059

1,422
4,482

1,386
4,803

881
4,524

-664
2,103

-1 ,138
1,203

235
1,187

2,407
3,564

4,639
4,957

2,465 3,971 5,904 6,189 5,405 1,439 67 1,422 5,971 9,596

Ja n u a ry  to  Ju n e  com panies.
= I t  should  be rem em bered  th a t  th e  reconstruc tiou  losses have  not been included in th e  figures of th e  reconstructed  

com panies.
® T his, of course, is excluding th e  reconstruction  losses them selves.
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TA BLE II .
m?nPTTS OP 152 COM PANIES ANALYSED ACCORDING TO ACTIVITYl i w r i x ‘7 (£’000)

Engineers.
Reconstructed
Unreconstructed

Total

Iron and Steel 
Producers.

Reconstructed
Unreconstructed

Total

Others. 
Reconstructed 
Unreconstrucl ed

Total

No. of Cos. 1920 1927 1928 1929 1930 1931 1932 1933 1934 1935

22 -909 780 1,182 887 478 -377 -853 -108 995 2,140
73 .2,422 2,555 2,900 3,050 2,479 951 445 -208 1,445 2,.395

95 1,513 3,335 4,082 3,937 2,957 .574 -408 1 -316 2,440 4,-535

10 -117 -696 274 335 214 -293 -297 200 1,146 2,026
33 671 1,024 1,084 1,155 1,.553 872 643 934 1,602 2,030

43 554 328 1,358 1,490 1,767 579 346 1,134 2,748 4,056

5 176 -172 -34 104 189 6 14 143 266 473
0 222 480 498 598 492 280 115 461 517 532

U 398 308 464 762 681 286 129 604 783 1,005

The industrial analysis provided in Table II 
discloses the fact that iron and steel producers 
improved their position relatively to that of 
the engineers. A severe fall occurred in the 
engineers’ profits between 1929 and 1933 when 
a net loss was shown. By 1935 the unrecon
structed companies had not succeeded in re
gaining the 1929 level. On the other hand, 
the iron and steel producers suffered a depres
sion much less severe and by 1935 had reached 
a level of profits well above their 1930 peak. 
To eliminate the possibility that these relative 
tendencies were due to the influence of a few 
very large companies, an index was constructed 
for every company by reducing its maximum 
profit to 100, and using this as a base. The 
index figures for the companies in each indus
trial group were summed and the movements
indicated by the absolute figures were again 
disclosed.

This change in relative positions was con
firmed by a study of profitability. Great 
caution is, of coitrse, necessary in the use of 
any figures which purport to represent profit
ability, but nevertheless we thought it worth 
while to compare the capital (excluding deben
tures but including reserves) with the annual 
profit, and the average capital for ten years 
with the average profit. These figures are set 
out in Table III.

I t will be observed that the average profits 
of engineers and iron and steel makers are the 
same, namely 3.2 per cent, per annum (after 
deduction of income tax). Until 1929 the 
engineers did better than the iron and steel 
companies, but from 1930 the latter were in 
every year the more profitable.*

It will be seen that the rate of profit is 
almost the same in all Size Groups. If it 
were not for the results of the reconstructed

RATE P E R
TABLE III.

CENT. OF PR O F IT  
(152 COMPANIES)

ON CAPITAL

Unreconstructed
Cos.

1926
1927
1928
1929
1930
1931
1932
1933
1934
1935

Size 1 Size 2

1926-35 . .  
Reconstructed
, Cos. 
1926-35 .. ♦ ^

3-4

-0 -7

3 5

2-2

Size 3 Size 4 T otal

2-7

3 0

Engineers

3-5

0-6

3-2

0-8

3-2

0-8

Iron  and  Steel 
Producers

3-2

0-7

' I t  s h o u l d I  ““ “i  II-
ange m relative positions preceded th e  in troduction  of th e  tariff.
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t‘omi>anics one niiglit aissuine tlmt profitability
and size are not related in this partieular
industry. Ho^^eveI  ̂ in view of the fact that%
the reconstructed companies in all groups 
except Size 3 fared much worse than the rest 
(even excluding the reconstruction losses them
selves). and having regard to the fact that 
two-thirds of the companies in Size 4 were 
reconstructed/ it might be inferred that the 
very large com])anies tended to make lower 
protits than the rest.

Undistributed Profits
This section of our study was based on 

an examination of the general reserves and 
profit and loss balances standing in the balance 
sheet each year.- Table IV shows these 
reserves both by Size and Industrial Groups 
for unreconstructed companies.^ ■*

It will be observed from tiiese figures 
that the total of reserves remained remarkably 
steady and was in fact slightly less in 1935 
than ' in 1920. ('lassified industrially the 
reserves move in sympathy with the relative 
]irofit movements already observed, the re
serves of the engineers tending to decUne, 
while those of the iron and steel group rise.

It will be noted that Sizes 4 and 2 show

slight cyclical movements in reserves, a fact 
which suggests dividend equalisation. But 
although if reserves increase it follows that 
])rofits are being ploughed back, when they 
decrease it may be due to dividends in excess 
of ])i*ofits, but it may also be due to losses. 
We therefore analysed se]>arately the 38 
unreconstructed companies which showed no 
loss in any year. These companies, though 
but a small proportion of the total, control 
a large j>art of the reserves, £13.3 milhons in 
1926 rising to £17.9 millions in 1935. This 
rise is apparent in both main industrial groups 
and all size groups except Size 1 where the 
figures remained steady. We found some 
evidence of dividend equalisation, but its 
effect on total reserves was not very marked. 
A study of the individual “ no loss” com
panies showed that there were reductions in 
reserves of some comj^anies in both boom and 
depression years, but the former were repre
sentative of less than half and the latter of 
more than half of the companies ; the net 
effect on total reserves of the no-loss companies 
was a fall between 1930 and 1932 of well 
under £l million.

As an indication of the proportion of 
profits j)loughed back the following table

T A B L E  IV .
SS BA LA N CES 

(£’000)

Size 1 
Size 2 
.Size 3 
Size 4

#  •

T o ta i.

K-SGIKEER.S
I ro n  a k »  St e e l  

P r o d u c e r s  
Ot h e r s

1920 1927 1928

365
2,029
8,783
9,394

20,.571

11,400

1.934 
1,237

370
2,204
9,376
9,211

403
2,321
8,203
9,004

21,161 20,531

11,398 10,689

5,314
4,449

5,401
4,441

1929 1930 1931 1932 1933 1934

388
2,327
8,785
9,774

367
2,334
8,564
9,949

285
2,040
8,032
9,739

247
1,800
7,100
9,305

232
1,517
6,626
9,146

245
1,702
6,895
9,845

21,274 21,214 20,096 18,452 17,521 18,687

10,914 10,700 9,707 8,446 6,9.58 7,215

.5,589
4,771

5,698
4,816

5,742
4,647

5,519
4,487

5,708
4,855

6,501
4,971

1935

243
2,003
6,599

10,210

19,055

7,477

6,734
4,844

- One of th e  d im cu tti... w ith  w hich we to  ^
com pany  in th e  sam ple holding s l ia r ^  m  ti.e  ‘On th e  o th e r hand , w here th e  first com pany m akes losses,
second com pany, b u t are  n o t a  for th e  i S i  which i t  will u ltim a te ly  have to  bear, b u t th e re  is no
th e  second m ay  m ake som e provision in  its  own ^ ^ o u n t^  for t  * . ^  e x te n t to  w hich such double counting  is p ^ s ib lo

— “  .................................................................... tnies avoided reconstruction  and , tiiereiore, included as fa r as possible only those
2 T he te rm  reserve Ls very  loosely R e ^ rv e s  are  som etim es no th ing  m ore th a n  f ib r e s  m u i r e d

roserve:^ w hich ap p ear to  be accum ^at^^d and  d is lr  th iFbalance slieet or th e y  be am oun ts se t aside to  m ee t liabilities, such

‘as
a-s m ucli foi-ce as  law  in such  m a tte rs .icli foi'ce as  law  in sucn  m a tte rs .

. I5ffi« cinrp a t  th e  d a te  of reconstruction  any  e x i t in g  reserves were* T h e  figures for riMJonstructed com pam es m ean  very  litt le  since a t  tn e  aacc
norm ally  cancelled.[•mally cancelled. HAdnctinir final dividends and  o th e r appropriations for

* In  m anv  cases reserves of und istribu ted  j level. M oreover, th e  difference betw een th e
■year.. T luK m eans_tl.at th e  th e y  are  smaU. A  s tu d y  of he ^ se rv e sth e  v ear T h i  m ^ n s  th a t  th e  ap p a ren t level of sm all. A  s tu d y  of th e  reserves

r^^l-level an d  th e  ap p aren t level would be g rea te r w hen ^ n  of 10 per c e n t ,  b u t  as dividends show th e  effect of

7
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[» shows that for the total “ no-loss ” group of companies only 13 P^r cent^ of profit ^ s  retaLd, the percentage being highest in Size 3
where it reached 20 per cent.

No. of Cos.
Increase in reserves during decade.

T o ta l P rofits of decade.
P ercen tage  of profit ploughed back.

Size 1 Size 2 Size 3 Size 4

713117

£’00086791,7072,283

£ ’0004073,3718,46123,119

2172010
Total 38 1 4,577 35,359 ________13

Liquid Balances and Gross WorkingCapital
Of the companies in our sample, 134 published balance sheets distinguishing, in 

each of the years 1926 to 1935, Cash and Bank Balances, Government Securities,^ Stock and Debtors. Six companies which did not publish balance sheets throughout the period were 
associated with some of the 134 companies and have, therefore, been included with the reconstructed companies to maintain comparability. These 140 companies had an 
average aggregate Gross Working Capital (comprising Cash, Government Securities, Stock and Debtors) of £63 Mn. and of this total £15 Mn. was held in the form of Cash and Government Securities.

The movement of Gross Worldng Capital of aU companies, shown in Table V, reflects clearly the influence of the Trade Cycle. I t

rises to a peak in 1929 and falls steadily to a low level of just under £55 Mn. in 1933. On 
the other hand, Cash and Government Securi
ties together continued to rise in 1930, when 
Gross Working Capital was falling, and began 
their upward movement in 1933, when Gross Working Capital reached its lowest level. ̂

The breakdown of the unreconstructed companies into the four Size Groups shows that 
there is no significant difference in the cyclical movement of Gross Working Capital. On the 
other hand, both Cash and Government 
Securities move erratically and in dissimilar ways.

Table VI sets out the Gross ‘Working 
Capital and the proportions of Cash, Govern
ment Securities, Stock and Debtors in this 
total for the two industrial groups of Engineer
ing other than Shipbuilding and Iron and 
Steel Producers. Although the movements of 
Gross Working Capital were similar in both 
groups there were significant differences in the 
year-to-year variations of liquid balances. Engineering companies show a downward trend 
in Cash and Government Securities taken 
together between 1926 and 1931, followed by 
a rise. Iron and Steel Producers also had a 
downward trend until 1932, but it was broken by an increase in liquid balances during 1930 
and 1931. The holdings of Government Securities of Iron and Steel Producers appear 
to move inversely with the Trade Cycle, while 
the Engineering group shows erratic fluctuations .

A company can increase its liquid balances

TABLE V
----------------- c a p it a l  o p  140 COMPANIES DISTINGUISHING 107 UNRECONSTRUCTED COMPANIES

1926192719281929193019311932193319341935

62,45265,78369,92369,91763,29069,63555,21854,30060.99373,024

All Companies (140)
Percentage of Gross Working Capital

Cash-f-Govt.Securities Stock

Unreconstructed Companies (107)
Percentage of Gross Working Capital

Debtors
GrossWorkingCapital£ ’000

36,47037,03737,44837,79133,85231,88030,36929,56633,20437,258

Cash
Govt.Securities

Cash-fGovt.Securities

m inim ui ^aranteed
 ̂ ,  * When disclosed by the included

exclude the reconstructed

25-519- 72 0 - 319- 4 22-720 -  0 18-6 
20-1 19-6 19-0

Stock Debtors
40-542-340-94 2 0

The
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CrUOSS WOHKIXU rA inX A L  OF 88 UNKEOONSTRUCTED C’OMPAXIES, DISTINGUISHING IKON AND
STEEL PKODUCEKS AND ENGINEERING COMPANIES OTHER THAN SHIPBUILDING

Irtm and Steel Pixxlucers (27 C/0«.) Engineering Other than Shipbuilding* (61 Cos.)

GrossWorkingCapital

I

162616271628 1626163016311632163316341635

6.7676,6778,6658,7667,3426,8066,650
6,668
8,0006,441

Percentage of Gross Working Capi
1  i  1

tal
('■ ash Grossplus WorkingGovt. Govt. CapitalCash Secs. Secs. Stock Debtors £ ’000

15-7 2 -5 18-2 41-6 40-2 17,83010-8 3-3 I M 41 • 5 44-3 18,1637-2 0-7 7-6 47-7 44-4 18,8305 1 0 0 5*7 46-5 47-8 18,4958 0 1 0 6-0 47-3 43 7 17,1558-6 2 -3 10-9 50-3 38-8 16,1223-8 2*3 6-1 53 • 0 40-8 14,8885-4 1-8 7-2 49 1 43-7 14,297
6 1 0-6 10-0 41-3 48-6 15,547

1 1 1 0-8 11-9 41-8 46-2 16,927

Percentage of Gross Working Capital

Cash Govt.Secs.

CashplusGovt.Secs. Debtors

• 8 Companies \vho>c activities included .ShipbuQding have been excluded for the reason given in connection with the sectionon Stock and Work in Progress. See page 11.

Iby liolding either more Cash or more Govern
ment Securities. Of the 134 companies in our 
sample, 85 had no Government Securities on 
any one of the ten balance sheet dates. Of 
the remaming 40 companies only 10 recorded 
holdings of Government Securities on each of 
the ten balance sheet dates.' Even in Size 4, 
10 out of 17 companies did not record Govern
ment Securities on any one of the balance 
sheet dates, and of the 10 companies which 
held Government Securities each year, five 
were in the smallest Size Group.

Table VII sets out the Gross Working 
Capital and the relative holdings of Liquid 
Balances, Stock and Debtors, of 75 unrecon
structed companies which held no Government 
Securities and of 42 companies which held Government Securities on at least one balance 
sheet date.2 The Gross Working Capital of 
the latter group was surprisingly stable throughout the decade, the coefficient of variation 
being only 5.7 compared with 8.C for aU unreconstructed companies. There was clearly or̂ T̂iA oiiLcififntinn of Government Securities for

TABLE VII.
GROSS W ORKING CAPITAL, DISTINGUISHING COJIPANIES HAVING GOVERNMENT SECURITIES ON

AT LEAST ONE BALANCE SHEET DATE FROM THE OTHERS
(Excluding Size 4)

C’omi)anies having No Govt. Securities (76)

GrossWorkingCapital£ ’000

Percentage of Gross Working Capital

Stock Debtors
1626192719281929 163019311932193319341935

16,44217,41417,17117,01714,69512,36011,81211,50613,53714,460

39-641-241-84 0 139- 4 38-240- 8 40-4 4 3 0  45-1

Companies having Govt. Securities on at least oneBalance Sheet date (42)

GrossWorkingCapital£ ’000

Percentage of Gross Working Capital

10,30811,35711,45711,89310,66010,47010,29210,02810,28811,463

Cash Govt.Secs.

CashplusGovt.Secs. Stock Debtors 1
15*510-912-210*816-213- 514- 9 16-8 13-2 16-6

16*3 14-2 13‘9 18-8 21 1 23-6 25*0 21-0 21-5 16-6

31*8 2 5 1  26-1 29*6 37-3 3 7 1  39-9 37-8 34-7 3 3 1

38-840*738-63 7 636- 1 3 6 032- 933- 9 35-537- 3

29*4 1  I34- 2 135- 3 1  3 2 ’9 1 26-5 1 -  26-8 1 27*1 l i28- 4 129 - 8 1 29-6 1
1!

1 m e n  the companies wem classified accorfing to size and industry we iound that the proportion or companies wnn no
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rash and vice versa in certain years notably

Fluctuations in the Demand for LiquidBalances
The demand for money and money sub

stitutes is frequently conceived in terms of a preference for holding money rather than the other assets which could have been held instead.2 Changes in the proportion of the 
total value of assets which is held in the form of money may, therefore, be regarded as an index of changes in the demand for money. The arbitrary nature of balance sheet valuations of fixed assets necessitates the exclusion 
of such items in attempts to measure the demand for liquid balances. In this investigation, therefore, we measure the demand for 
hquid balances by the proportion of Gross Working Capital which is held in the form of Cash and Government Securities. The proportion of Gross Working Capital held in the 
form of Cash, Government Securities, Stock and Debtors, was given in Tables V, VI and VII above.

It is clear that, in spite of the general 
similarity in the year-to-year variations of Gross Working Capital, the companies in our sample display a disconcerting dissimilarity in their demand for liquid balances throughout the decade we have been examining. This can be seen more easily if we count the number 
of companies which increased or decreased the proportion of their Gross Working Capital held in the form of Hquid balances in any year compared with the previous year. These are shown below in Table VIII.

TABLE VIIINUMBER OF COMPANIES INCREASINfJ TUh' vt\'vu\ OF LIQUID ASSETS TO GROSS W ORKIN^ CV^^^^IN ANY YEAH COMPARED Wi ¥ h  THEYEAR

1926- 19271927- 10281928- 19291929- 19301930- 10311931- 19321932- 10331933- 19341934- 1935

Number of Companies raising
Cash-}-Govt.CasliRatio Securitie.s Ratio

AllCompanies
100
10099
100
1009099
100
100

62 per cent, of all unreconstructed companies reduced their demand for liquid balances in 1927 ; but in every other year the number 
of companies becoming more “ liquid is 
approximately equal to the number becoming 
less “ liquid ” . Nevertheless, it must be re
membered that many of these companies were 
small or had a very small proportion of their 
Gross Working Capital invested in Cash.* The 
important thing for Trade Cycle Theory is, 
after all, the aggregate demand for liquid balances, and the larger company—or the 
company with a high proportion of its Gross 
Working Capital invested in liquid assets— 
necessarily exerts a preponderating influence. 
Although there was no general cyclical pattern 
repeated in each of the groups we distinguished, 
there was some similarity in certain years. 
The following tentative conclusions may, therefore, be suggested.

There was no general tendency for liquidity ” to be higher in the depression 
years than in the boom, except in the group 
of companies which held Government Securities. Even in this case, the increased demand 
for liquid balances was the result wholly of 
changes in Government Securities and the Cash ratio shows no inverse correlation with the 
curve of Gross Workmg Capital. Moreover, 
the fluctuations in the aggregate value of 
Government Securities were slight and the 
movement in the ratio was due almost entirely to the movement of Gross Working Capital. 
During the first year of the depression Debtors 
declined but Cash Balances remained high or declmed less rapidly. The result was that 
Cash became a higher proportion of Gross 
Working Capital. But this increased demand for liquid balances was temporary. By 1931 
total liquid balances of all unreconstructed 
companies were the same percentage of Gross Working Capital as in 1929, while the proportion invested in Cash was lower than in 
the boom years. In fact, the “ liquidity ” of 
all unreconstructed companies was at its lowest level in the depression years. There 
appears to be a tendency for the proportion of Gross Working Capital invested in Cash to rise temporarily at the beginning of the depression as the result of a fall in Debtors ; and a similar increase appears at the beginning of the upswing due to a reduction of Stock.

in the form of Cash and Government
10
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But there is no evidence of a general tendency 
to hold a larger proportion of Gross Working 
Capital in the form of cash and liquid lialances 
during veal's of depression.

Stocks and Work in Progress
The figure for stock is frequently merged 

A\ith that for ra\\- materials, work in progress 
and in many cases such items as loose tools. 
The inclusion of ^^ork in progress in the case 
of engineers undertaking large contracts occa
sions some difficulty. In such cases the 
instalments paid on account are often deducted 
from work in progress and the net figure is 
therefore dejiendent on the aiTangements 
relating to the time of payment. For this 
reason we have omitted the shipbuilding oom- 
panies from our analysis since this was the 
group principally affected. I t  should be noted 
that the rule usually followed in valuing stock 
is that of “ cost or market, whichever is the
lower

the balance sheet figures for price changes if 
these are at all significant. This correction 
is a matter of great difficulty. Firstly, we do 
not know exactly what constitutes the stocks 
of our companies. Secondly, even if we did 
know this more precisely, it still would not 
be easy to obtain price series for engineering 
products. There is available the Board of 
Trade’s price index for iron and steel products. 
For engineering products, there is the Board’s 
index number for Group III G (exports of 
machinery). We do not propose to discuss 
whether these are suitable indices for use in 
connection with our sample since whether we 
correct for price changes or not on the basis 
of these statistics, the general movements are 
the same. This results from the fact that the 
price indices, in comparison vith our value 
figures, moved with a considerably smaller 
amplitude.

An important point for trade cycle theory 
is the relationship between movements of

T A B L E  IX .

V M T K S  O F STOCKS OF »8 U N R EC O N STR U C TED  COM PANIES EX C LU D IN G  S H IP B U IL D E R SV./X- -xvf (£’000)

.Sizes 1, 2 and 3

1920
1927
1928
1929
1930
1931
1932
1933
1934
1935

Engineering

(j,078 
7,291 
7,130 
7,318 
6,810 
0,572 
6,133 
5,570 
0,150 
0,649

Iron  and  
.Steel

2,137
2,608
2,451
2,540
2,404
2,087
2,110
1,973
2,105
2,313

T otal
(including Others)

10,058
11,178
10,694
10,937
10,071

9,396
8,927
8,235
8,974
9,710

Engineering

1,155
1,287
1,108
1,133
1,250
1,125

741
663
717
915

Size 4

Iron  and 
Steel

2,315
1,918
2,465
2,218
1,772
2,164
2,245
2,114
2,034
2,467

Total
(including Others)

4,633 
4,335 
4,777 
4,563 
4,316 
4,387 
4,399 
4,231 
4,446 
5,473

X O T B .-R econstruct«d  com panies were, om itted  since reconstructions normaUy resulted in th e  revaluation  of stocks or
th e ir  transfer betw een com panies.

Before 1929, the movements are some
what irregular but a downward trend in stock 
values from 1929 to 1933 and a rise thereafter 
is evident in all Size Groups. For Size 4 
companies, however, the movement is less 
definite. The industrial analysis shows the 
same general tendencies for both engineering 
and iron and steel companies in the first three 
Size Groups. In Size 4, the lack of definite
ness is found to be due principally to the
iron and steel companies.

The figures which we have been examining
consist of money values and are consequently 
affected by price changes. The movements 
of “ real ” stocks are, however, of great interest, 
but to discover them it is necessary to correct

stocks and of production. The Board of Trade 
publish index numbers of output for both iron 
and steel and engineering products. We 
cannot assume that these indices are repre
sentative of fluctuations in the output of the 
companies in our sample, but a comparison 
was made between these movements and 
those of the stocks of our companies. Our 
figures for Sizes 1, 2 and 3 show both in the 
câ se of iron and steel and engineering that 
stocks continue to indicate a downward ten
dency for one to two years after the fall in 
production has been arrested. For Size 4, 
unfortunately, the sample is reduced so much 
by the exclusion of reconstructed companies 
that it is doubtful whether it can be con-

> F o r a  discussion of th is rule, see our paper to  th e  Accounting Research Association, pp. « 10
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considered representative. It happens, how
ever that the movements of the engineering 
group accord with the movements in the other

size groups.

Net Trade Indebtedness
A company can obtain working capital 

in three ways. It may use its capital, deben
tures and reserves, it may borrow from the 
bank and it may borrow from suppliers. But 
while a company is borrowing from suppliers 
to the amount of Creditors Outstanding it is 
also lending to other firms an amount equal 
to the total of Debtors. We are, therefore, 
interested not only in the total volume of 
Creditors Outstanding but also in the net trade 
indebtedness, which is measured by the differ
ence between Creditors and Debtors. Table X 
below shows the aggregate volume of Creditors^ 
each year and the ratio obtained by dividing 
Debtors into Creditors for 93 unreconstructed 
companies analysed in four Size Groups.

The total of Creditors clearly shows the 
cyclical movement but, in addition, reveals a 
definite downward trend. On the other hand, 
Debtors increased from £10.7 Mn. in 1926 to 
£14.3 Mn. in 1935. On balance  ̂ the 93 com
panies in our sample were borrowing through 
trade channels until 1930. Thereafter they 
have been lending on balance to other firms. 
This change is most marked in Sizes 3 and 4. 
Size 1 alone increased its net indebtedness 
during the depression years and continued to 
borrow on balance. On the other hand. Size 4 
lent most, on balance, during the depression.

The classification of companies according 
to the nature of their activities confirms this

'A

r
I u

change in Net Trade Indebtedness during the 
decade. I t  is possible that the debts owing 
by Engineering companies are to a considerable 
extent in respect of purchases from companies 
in the Iron and Steel g r o u p . I f  this were 
so one might expect an inverse relationship 
in the Net Trade Indebtedness of the two 
groups. In point of fact, this is by no means 
obvious. From 1928 onwards the Iron and 
Steel Producers reduced their net indebtedness. 
The same movement is to be found in the 
Engineering ^oups until 1932, after which 
the relationship between Debtors and Creditors 
changed in favour of the latter. The inverse 
relationship which might have been expected 
is found only from 1932 onwards (Figure I).

Table XI reveals an interesting difference 
between the two industrial groups. Through
out the decade Engineering companies other 
than shipbuilders lent more, in the aggregate, 
through trade channels than they borroAved. 
On the other hand, Iron and Steel Producers 
Avere net borroAvers until 1934. This difference 
Avas not due to the influence of a fcAV' large 
companies in each group. For, of the 22 
companies in the Iron and Steel group, 17 
Avere net borrowers in 1926 and 10 in 1935; 
Avhile, of the 54 Engineering companies, 34 
AÂere net borrowers in 1926 and 38 in 1935.

In 1926 the 93 companies in our sample 
Avere borroAA'ing on balance from other Arms 
an amount equal to £3.3 j\In. By 1935 they 
AÂere lending net £1.8 Mn. Thus Net Trade 
Indebtedness fell by £5.1 Mn. Of this sum, 
£2.6 Mn. can be accounted for by a fall in 
liquid balances and a small rise in Bank Over
drafts.^ The balance, therefore, must be

TA BLE X .

CEEDITORS AND DEBTORS OP 03 UNRECONSTRUCTED COM PANIES ANALYSED ACCORDING TO
SIZE OP COMPANY

1020
1927
1928
1929
1930
1931
1932
1933
1934
1935

All Cos. 
(03)

14,009
14,123
14,832
14,570
12,458
9,943
9,209
8,830

10,960
12,402

as

Creditors £ ’000 Creditoi-s Debtors N et Trade
Size 1 

(23)
Size 2 

(37)
Size 3 

(25)
Size 4 

(8)
AU

Cos. Size 1 Size 2 Size 3 Size 4

Indebtedness 
(Creditors 

minus Debtors)

303
480
334
284
248
232
230
270
312
329

^  4  j

2,157
2,285
2,571
2,740
2,129
2,090
1,924
1,912
2,420
2,797

5,328
5,789
5,363
5,218
4,082
2,619
2,676
2,578
3,006
3,529

6,222
5,569
6,564
6,328
6,001
5,002
4,380
4,070
5,222
5,837

1-31
1 1 5
1-18
1 1 5
1 1 3
0-86
0-79
0-80
0-84
0-87

1-17
1-48
1 1 6
1-00
1-00
1-05
1-20
1*30
0 -  97
1 - 22

0-96
0-06
1*01
1 0 8
0-96
0-98
0-88
0-89
0-98
0-92

1*58
1-34
1-24
1-25
1 1 7
0-88
0-87
0*89
0-83
0*89

1-28
1-00
1-22
1 1 1
1-17
0-80
0-71
0-70
0-79
0-82

£ ’000
3.277 
1,944
2.278 
1,850 
1,382

-1,601
-2,398
-2,257
-2,051
-1,847

C/. L a v i n Z  “ T h !  E‘‘' r ‘r . ‘”
does, include such it-enis

3 ipjj  ̂ j . L/apital Market/*
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TA BLE X I.
xrr  ̂ i^p r t ORS o f  93 U N RECO N STRU CTED  COM PANIES ANALYSED CREDITORS AND D E B iu n o  N A TU RE OF MAIN A C TIV ITIES ACCORDING TO

192019271928 1920193019311932193319341935

Creditors £ ’000
•Sliip-building

( 8 )

2,775 2,870 3,018 3,335 2,572 1,837 1,478 
1,222 1,977 2,187

•O therEngineering

6,0696,0045,1264,7244,3783,5222,9252,9683,5264,036

Iron & Steel Producers 
(22 )

5,1575,1425,2795,1054,3533,5903,3893,0723,4033,681

O therCos.(9)
1,0091,0971,4091,4061,1549941,4171,5682,0542,587

Creditors -f- Debtors
Shipbuilding O therEngineering Iron & Steel

1 • 55 1-50 1-49 1-35 1-16 0-95 O '93

OtherCos.

* I t  should be borne in m ind th a t  Shipbuilding Companies include o ther engineering am ong th e ir operations.

accounted for by the utilization of depreciation 
quotas^ or the raising of new capital. In point of fact, the latter, amounting to £9.3 IVIn. more than accounts for the difference and is evidence of investment in plant and equipment. The changes between 1926 and 1935 
in these different assets and liabilities are shown in Table XII together with changes in Net Working Capital (Gross Working Capital less Creditors and Bank Overdrafts). I t  might 
be pointed out that the only case in which Net Working Capital rises and Issued Capital 
and Debentures fail to account for it is in Size 1, the conclusion being that part of the depreciation quotas have not been used for replacing fixed equipment.

from the banks has declined. This can be 
seen more easily from Table X III which sets 
out Net Working Capital as a percentage of 
Gross Working Capital in 1926 and 1935.

TA B LE X III .
N E T  W O R K IN G  CA PITA L AS A PERCEN TA G E GROSS W O R K IN G  CA PITA L IN  EACHG RO U P

OP

1926 1935 1926 1935
Size 1 60-6 60-0 Shipbuilding 34*0 30-1Size 2 43-4 43-7 O ther Engineering . . 62*4 66*8Size 3 43-6 55-4 Iron  and Steel 34*8 51-5Size 4 5 8 '6 61*1 Others 44*4 59-5
AUCompanies 50-0 55-6 All Companies 50*0 55-6

y i

\

TA BLE X II.
CHANGES IN  CERTAIN ASSETS AND L IA B IL IT IE S  B E T W E E N  1926 AND 1935£ ’000

Change between 1926 and 1935 in All Cos.(93) Size 1 (23)
1

Size 2 (37)

I11
Size 3 (25) Size 4 

(8)
Shipbuilding(8)

O ther E n gineering (54)
Iron and Steel(22)

Cash plus Govt. Securities
.....................................................D e b t o r s .....................................................

-2,130 +  258 +  3,608
+ 6 6  -  6+  9

-  39 +  927 +  779
+  163 -  1,110 +  580

-2 ,3 2 0  +  448 +2,239
-  1,348 +  47 +  832

-  664-  490 +  667
-  608-  53 ^+  671 ^  1

Gross Working Capital +  1,735 +  69 +  1,667 -  367 +  367 -  469 -  487 +  10
C red ito rs ...........................Bank Overdrafts . ,  ’ [ ] ]
Net Working C a p i t a l ............................
Issued Capital plus Debentures

-1,518 +  440 +  26 +  7 +  640 +  283 -  1,800 +  298 -  385-  147 -  587 +  445 -  1,033 +  194 -1 ,476  +  33
+2,812 + 3 5 +  744 +  1,134 +  898 -  327 +  352 +  1,453 ;
+  9,255 -  70 +1,301 +3,397 +4,627 -  138 +  3.746 +1,601

As will be seen from Table XII, the
Working Capital between 1926p w  greater than the increase in

that the proportion of then Gross Working Capital which Iron andbteel companies borrowed from the trade and
above. companies taken together th is balance cannot

This Table also discloses that there is no relationship between size of company and the proportion of working capital obtained from the banking system or the trade. There are, however, interesting differences in the method of capitalizing companies (see Table XIV).
be accounted for by th e  plougliing back of profits. See Section

14
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The projiortion of share ca|>ita! provided on 
fixed dividend terms becomes less and less as 
size increases, but on tlie otlier hand the 
proportion of Debentures to share capital increases with size.

that UiO borrowed from the banks on one or 
more occasions. For 47 of these companies 
we were unable to obtain balance sheets for 
the whole period studied. Of the remaining 
113 companies there were 2(> in which the

TA B L E  X IV .
T H E  ('A P IT A L IZ A T IO X  O F 1)3 TJXREC’OX.STKUCTED OOM PAXIES

Fi:Divi(£'(D)2G

xodlend)00 1035

V ariableDividend£'0001920 1035

D ebenturesO utstanding£ ’0001026 1035

B ank O verdrafts plus creditors £ ’0001026 1035

Fixed I C'apital as of to ta l sii 1926

dividend Percentage lare Capital 10.35

.size 1 . . 433 438 850 870 112 20 345 370
o//o34 %33•Size 2 . . 2,400 2,701 5,765 0.060 782 785 3,128 4.0,30 20 30Size 3 . . 5,500 6,387 15,128 18,148 4,605 4,283 6,447 4,045 22 26Size 1 . . 5,128 5,800 20,070 21,068 4,327 7,203 6,558 6,026 20 22

All Cos. («3) ... 13,560 1.5,.500 41,831 46,755 0,916 12,208 16,468 15,,301 24 25
Shipbuilding 2,108 2.108 4,688 4,688 1,150 1,021 3,152 3,010 30 31
O therEngint'ering . . 4„331 5,445 15,521 18,6,56 2,104 1,600 5,045 5,100 22 23
Iron  an d  St<^l . . 4,466 .5,000 1.5,828 16,4,56 5,906 6,344 5,645 4,202 22 23
O thers . . 2,655 2,05.5 5.704 6,055 747 3,333 1.720 2,573 31 30

T.VBLE X IV  (Continued).

Size 1 Size 2 Size 3 Size 4

D ebentures as Percentage of Share C apital plus D ebentures10351020

_J
All Cos. (03)

.Shipbuilding O ther Engineering Iron  and  Steel O thers
4  •

17

B ank  O verdrafts asPercentage of B ank  ,O verdrafts plusCreditors1926 11 1935
% %12-3 1 3 130-7 30-817-3 28*6
5 1 3 1

14-0 18-8
12-0 27-314-7 20-9

8-7 12-4
41-5 18-9

{Share Capital plus D ebentures) -f (B ank O verdrafts plus Creditors)1026

4-0

1035

5-7
4-8

It is interesting to observe that, of the 
total capital utilized in the industry Issued 
C'apital and Debentures were about five times as great as Bank Overdrafts plus Creditors. 
This jDroportion would be even greater if
Reserves were included.So far as the industrial classification is
concerned, the Engineers appear to raise a much smaller proportion of their total capital 
in the form of Debentures than the Iron and Steel group, though the proportion of share 
ca])ital which carries a fixed dividend is the
same in both cases.

Ofbalance
Bank Advances

the 223 comjjanies in our sample, sheet information discloses the fact

actual amount of the bank borrowing was not disclosed on at least one occasion. ‘ The total 
number of companies for which we had balance 
sheets for the whole period and which, as far as balance sheet information went, did not 
suppress the figure of bank advances, was 
therefore 87. It was this sample that was used for the greater part of the statistical 
analysis.2 One possible source of error in ourthat some companies which owe the banks may fail to give any of this fact. Our investigation 

however, that this source of error 
is fikely to be small and in this we find support in what we believe to be the general view of 
accountants that indebtedness to the banks is normally disclosed as being indebtedness of

figures IS 
money to indication suggested,

> Som^^times )>ank advances are grouped w ith  o ther item s such as creditors or loans and  in such c^ses th e  actual f ib re s  , I t should be noted th a t  th e  term s, bank advances, bank overdrafts and bank credit arefor l>ank ranno t bo ,,ank credit for several years. I t  was assumed th a t  tlits
“ i r ^ t f - w l d T o  ? r b u l k  d  t..e  advances to

Size 4.
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a kind different from that to other creditors.Another possibility is that the smaller poup of 87 ooi^anies might be unrepresentative of 
the companies borrowing from the banks m our sample. Further examination showed,
however, that this was not so.It may give an idea of the magnitude of
the bank borrowing of the companies in our sample if a comparison is made with the figure given in the Macmillan Report oi the advances of the London clearing banks to the heavy industries (iron, steel, engineering and shipbuilding). These advances, the figures of 
which relate to various dates between October, 1929, and March, 1930, amounted to almost £63 miUions. If an average is made of the known bank advances to our companies in 1929 and 1930, the figure that is reached is 
one Of nearly £12 millions. This is, of course, an underestimate of the actual bank borrow
ings of the companies in our sample. Some, as we have seen, although disclosing the fact that they are borrowing from the banks, fail 
to show the exact amount. An estimate^ has been made of the amount borrowed by such companies in 1929 and 1930 and this increases the average figure previously given to rather more than £14J millions. Of course, to the extent that we did not possess balance sheets of companies for these two years, this figure 
again represents an underestimate. I t  is probable that the advances to the companies in our sample represented about a quarter of the advances of the London clearing banks in 
1929 and 1930. Most of the analysis is, however, carried out with the group of 87 com

panies mentioned above and even for this 
smaller group the average bank indebtedness represented about 12^ per cent, of the total 
advances of the London clearing banks to the heavy industries in 1929 and 1930.

The striking feature which is disclosed by 
the total figures is the very definite downward trend. These companies borrowed nearly 
£9 millions in 1926 ; by 1936, their bank 
borrowings had fallen to less than £3| millions. 
Fortunately, the figure for the total advances 
of the London clearing banks to the heavy 
industries is also available.^ They declined 
from £63 millions in 1929-30 to £40 millions in 1936 ; a considerable fall, but less as a 
percentage than that of our sample. I t  is soon 
evident, however, from an inspection of the 
table, that this downward trend in the total 
advances to our sample is largely due to the 
Size 4 companies. In the case of the other 
Size Groups, it is true that the figure for 1936 
is lower than the average for 1929 and 1930, 
but the percentage decline is much less than 
that of the advances of the London clearing 
banks to the heavy industries. Other features 
of the bank advances to Size Groups 1, 2 
and 3 are of interest. The advances rise with the continuance of the depression and fall with 
the upward movement in profits from 1934.

The movements of bank advances were also examined with reference to the industrial 
activities of the companies concerned. In view of the difference disclosed between the move
ments of bank borrowings by Size 4 companies 
and the others, it is clearly necessary to dis
tinguish them in any industrial analysis.

TA BLE XIV(A).
ANNUAL BANK ADVANCES TO 87 COM PANIES

( £ ’000 )

19261927192819291930193119321933193419351936

Total
8,9879,8529,2547,8218,1519,0237,7206,9666,2615,1083.326

(47)(52)(48) (50) (47) (54) (56) (50)(53)(49) (40)

Size 4 
( 12)

6.3236.324 5,540 4,580 5,293 5,795 4,117 3,468 2,760 1,743914

Sizes 1, 2, & 3 (75)
2,6833,5283,7143,2402,8583,2283,8033,4983,5013,3652,412

TotalUnreconstructed(67)
(40) 2,578 (35)(43) 3,816 (41)(40) 4,075 (37)(44) 4,325 (42)(42) 3,968 (40)(47) 4,323 (43)(50) 4,089 (45)(46) 4,188 (41)(51) 3,327 (44)(47) 3,185 (38)(39) 2,069 (34)

t method of calculating fho denote th e  num ber of companies borrowing.
the'^elatioM h^ bank advances in years*in% ldch varied w ith each com pany. In  some cases, th is was estimatedV- .P between this , .̂ 9® fig^^res were disclosed. In if. xunc estim ated by reference to

indebtednessb -k "  & f o r " b t" k  - -  -  ngure xor oana maeoxeoness
E nv / >  of baTk advane d l-u sse d  bS^w  w ^  ̂ emplo?ld®"“ " ^  reiauonsm p oe.ween
England s industrial classification o ?  X an cl!^^^"^^  ^  ^“ ^^le a  comparison to  be m ade w ith the  B ank of
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T A B L E  X V .
B A N K  A D V A N C ES O F 77 CO M PA N IES 
CLuV SSlFlED  IN D U S T R IA L L Y  •

•Sizes I, 2 fc 3 SizeI 4

Engi moor
ing

Iron and 
Steel

Engineer
ing

Iron and 
Steel

1026 1,682 491 4,677 1,139
1027 2,040 914 3,724 1,780
1928 2,316 911 3,449 1,868
1929 1,986 768 1,614 2,311
1930 1,627 727 2.466 1,9(U
1931 2,081 681 3,174 2,012
1932 2,371 653 2,787 1,138
1933 2,416 489 2,375 646
1934 2,.572 348 2,488 271
1935 2,437 390 1,.554 189
1936 1,778 119 914

•  Companit'^ which changed their activ ities or wliich 
were engaged in m erclianting. etc., arc  excludeti. The 
num bers in each group borrowing in one or more years 
were a s  fo llow s:— E n ^ n e e r in g : Sizes 1, 2 and 3, 5 3 ; 
Size 4, 3 ; Iron and Steel : Sizes 1, 2 and 3, 14 ; Size 4, 7.

Table XV demonstrates in the case of 
Size Groups 1, 2 and 3 tliat, whereas for the 
iron and steel ])roducers there has been an 
almost uninterrupted fall from 1927, the trend 
in advances to the engineering companies has 
been, if anything, upwards. Unfortunately the 
number of Size 4 com]ianies is too small to 
obtain reliable results from an industrial 
analysis.

Another question of interest is the im
portance of bank credit for those companies 
which borrow from the banks. A comparison 
was made between the total of bank over
drafts each year and that of creditors of those 
companies which were borrowing from the 
banks in that year.

B A N K
T A B L E  X V I.

A D V A N C ES A S A P E R C E N T A G E  
C R E D IT O R S (87 COM PANIES)

OP

1926
1927
1928 
1920 
1030
1931
1932
1933
1934
1935
1936

Sizes 1, 2 & 3

92-5
95-0

104-7
98-7

100*5
122-0
117- 4
118- 5 

08-2 
03-1 
67-6

Size 4

108-7
86-3
70-3
77-4

125-4
123-5

07-8
117-4
150-1
130-0

79-5

All Y ears 90-8 100-7

Total

103- 4 
89-3 
85-0 
85-0

115-4
123-0
106-1
118-0
118-2
104- 0 

70-4

100-3

and tlie others. It is not, however, found in 
each year. Bank advances were relatively 
more important in 1931, 1932 and 1933, that 
is, years of depression. It a]jpears ])robable 
that for conqianies borrowing from the banks, 
trade credit does decline relatively to bank 
credit in a depression.^ An important general 
conclusion that one can draw is that since 
creditors include more than trade credit, over 
the whole period, in total, bank credit has 
been more im])ortant than trade credit for 
companies actually borrowing from the banks.* 

There are certain other features of the 
bank borrowings of the companies in our 
sample which are not disclosed by the figures 
we have been considering. It should be borne 
in mind that, judging from the information 
disclosed in the balance sheets, it was the ex
ception rather than the rule to borrow con
tinuously from the banks. Of the companies 
for which we had balance sheets for all 11 
years. 113 borrowed from the banks; but of 
these only 22 had bank overdrafts on each 
of the 11 balance sheet dates. The figures set 
out below show the frequency of borrowing :
No. of Occasions 

Borrowing
No. of Companies . .

1 2 3 4 5 6 7 8 9 10 11
15 13 6 7 5 13 8 11 4 9 22

Furthermore, it must be emphasised that 
although movements in total from one year to 
another may appear to be fairly smooth, in 
fact this is the resultant of a wide diversity 
of individual behaviour. Whatever the general 
movement may be, there are always many 
companies whose bank borrowings are moving 
in an opposite direction. This is clearly shown 
by Table XVII.

T A B L E  X V II.
N U M B E R  OP CO M PANIES CH ANGING T H E IR  
B A N K  BO RRO W IN G S IN  V A R IO U S W AYS IN 
EACH Y E A R  COM PARED W ITH  T H E  P R EV IO U S

Y E A R
(87 COM PANIES)

Number of Companic.s-

In
creasing

Borrowing

De
creasing

Borrowing

Com
mencing 

to Borrow
Ceasing 

to Borrow

1927 29 14 9 4
1928 13 32 3 7
1929 19 22 9 7
1030 17 24 0 0
1931 22 22 10 3
1932 24 21 11 0
1933 22 23 5 11
1934 26 18 9 f l

1935 18 24 7 11
1936 10 21 3 12

The result disclosed by Table XVI is 
certainly very surprising. Over the whole 
period, the total of bank advances was about 
equal to that of creditors ; and this relation
ship is found both for the very large companies

17
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PART II.
Iron and Steel Profits and Published

Indices
One of the purposes of our study is to 

am))lifv, if possible, and to. test the reliability 
of existing economic indices. We have there
fore, compared the profit movements of com
panies in our sample with the profits index 
prepared by The Economist and with Lord 
Stamp’s General Index. The Economist s profit 
figures are based on the reports of public 
companies and the Index of Industrial Profits 
is calculated from the results disclosed by 
these accounts, after deducting debenture 
interest. Discussing this index, Mr. Parkinson 
has suggested that it may over-represent 
“ steel, engineering and other ‘ capital goods ’ 
trades whose profits are liable to wider cyclical 
swings.”  ̂ It appears that, out of 152 com
panies in our ten-year run, 91 were represented 
in The Economist sample for 1935, though the 
number would, almost certainly, have been 
fewer in earlier years. The iron and steel 
industry is, therefore, well represented, but its 
weakness is in the lower Size Groups. The 
distribution is as follows :

Economist 
Sample 

4 
22 
39 
26

Our
Sample

Size 1 ,.
4  # 25

Size 2 . . •  4 50
Size 3 ..

4  4 47
Size 4 . .

9  % 30
Thus The Economist sample
— waa biiv gruiip most
affected by financial reconstruction, and for 
uhicli, therefore, the figures are least reliable. 
Curve A on Figure 2 shows the profit move
ments of our unreconstructed companies, while 
Curve B shows the movements in respect of 
tliose 91 companies represented in The Econo- 
7m,l sample. The difference in amplitude and 
m the post-19.32 upswing is striking, ('urve t'
wpr+r*® Index recomputed
t Vi ’ '’2(^35 as a base,

anv that the amplitude is in
any ease less than that for iron and steel

Pvom.,

Curve D represents Lord Stamp’s General 
Index. Since this index is based partly on 
The Economist sample, ̂  the remarks made 
above are, to that extent, relevant. Though 
large iron and steel companies are better 
represented than small ones, a larger sample 
of the latter would have made little difference 
to the aggregate results. The significant point 
to be considered is whether or not there is a 
case for the separate treatment of companies 
which undergo financial reconstruction. Clearly 
in the preparation of an iron and steel index, 
these companies would require to be separated. 
Whether this is necessary in the construction 
of other profit indices must depend on the 
influence which such companies exert in the 
branches of industry concerned.

The Re-investment of Profits
For some branches of economics, the dis

posal of depreciation quotas is as significant 
as the disposal of profit, and indeed the line 
that divides them is at best a shadowy one. 
For many, or perhaps most, of our companies, 
it was not possible to discover the deprecia
tion written off, though we now believe it 
would be worth collecting this information in 
those cases where it is available. Nevertheless, 
our reserve figures are not wholly without 
interest, for they shed some light on the 
re-investment policy in the capital goods 
industries and indicate some important sec
tional differences.

The fact that there was no net re-invest- 
ment of profits suggests that there may have 
been a difference between the policy of the 
capital goods industries and others during our 
])eriod. Losing The Ecoiiomist figures, Mr. Clark 
indicates that the amounts ploughed back by 
all industries together varied from 5.5 per 
cent, in 1931 to 24 per cent, in 1935. He 
argues that the figures disclose “ a more or 
less constant propensity to save on the part 
of company authorities ” , and that “ of each 
additional £1 of income, whether starting from 
a low level or a high level, on the average 
£0.46 will be distributed in dividends and the 
remainder added to reserves.”  ̂ In our view. 
Mr. Clark’s conclusion is unwarranted by tlie 
data which he uses,^ but so far as our sample

 ̂ ^'ational Income ( d O tl , ^  Journal of the Royal Statistical Society, 1932,

liowever, zeio “ ^ a v t a l m o s t  Ho coucludes that there is a  constant propensity
pensity to .save, excent “ ‘tide to cross £r>00 nd^llions through the point where the axe.s cross. Since,
marginal propensity to in excess of the depression v e a l - ‘iicome axis, there is no evidence regarding pro-

f ny to save whicii is constant. repression year earnings. Moreover, above this level it is onlv the

h





is concerned, even those companies which 
made no losses at all, show a saving record which is much more modest than the tag £1 for the company and £I for the shareholders
would suggest. , - T c  4.UIn Figure 3 are set out indices ot the
Tirofits of the iron and steel producers andengineers and below them indices showingthe movements of reserves of the two groups.The buoyancy of the profit of the iron and steel
producers is clearly reflected in a tendency tosave, whereas the different profit experienceof the engineers whose relative positionworsened, but who nevertheless made net
profits in all years but one, is reflected in aprogressive fall in reserves. The differencebetween the two groups suggests, not only
that there is no constant propensity to save,but that, as one would expect, reserve policyis related to expectation. Bearing in mindthat the same average rate of profit over
the decade was found in both industrialgroups, that both disclosed a growing rate ofprofit u]i to 1929 and that the engineers werethe more profitable in each of these four years,why was it that the iron and steel producers
tended to increase reserves and the engineersto lower them even during this period ? Wesuggest that the answer may be found in theresults of the later years, and that the engineersrefrained from ploughing back funds becausethey believed that there was little prospect oftheii’ being profitably employed. With a
sample of only 106 companies it ŵ ould beunwise to place too much emphasis on theseresults, but in our view they open up a usefulline of investigation for both trade cycletheonsts and economists interested in theinfluence of the company on the distribution 
01 resources.
Factors Determining the Demand

Bank Advances
advances is of special interest because many consider that it is the

lau^e oT “mde’cvole movements'  ̂ of tirebank S ;  f  theorist could ignore
of industrial fl considering the mechanismto it a dnm- “®tuations, whetlier he assigns It a dominant causal role or not.
Britain "havf m Great
tlie ,,oint of view the fromlentil recentlv  ̂ ^   ̂^  economic theorist.
Iiaiik ndvancfs bv° °fhy industries has been avail

able ; and even now, the new Bank of England 
figures distinguish only 13 industrial groups. Furthermore, any analysis which requires 
knowledge of the size of individual bank 
advances or of the circumstances of the borrowers, is clearly impossible. The source 
we have employed is one ŵ hich enables the 
investigator to classify the companias in any 
way he chooses while knowledge of the borrow
ing company and its balance sheet makes a more detailed analysis possible. If it can be 
shown that these figures are statistically reliable 
it would represent an important new source of economic data.

The figures which were given in Part I 
certainly disclosed some of the features one 
would expect to find. It is usually said that 
the British banker makes advances for a limited period only and, according to Walter 
Leaf, “ with provision for reduction at least 
if not full repayment in periods to be measured 
by months rather than years.” ' The shortness 
of the period for which most companies in our 
sample borrowed and the great variability of 
the advances would suggest that Leaf’s rule 
applied to the majority of the companies we have been examining.

It is rather in their year-to-year move
ments that our figures present unexpected 
features. The difference in trend from the figures of the total advances of the London 
clearing banks can easily be explained because 
the borrowings of Size 4 companies are such a 
large proportion of the amount borrowed by 
our sample. In the subsequent discussion, however, Size 4 companies have been excluded. 
It should be noted that the year-to-year 
movements of the total advances and of those in the comj^anies in our sample (other than 
Size 4 companies) are quite different. The movements in total advances follow the trade cycle ; but not so the advances to the com
panies in our sample. It is true that the latter feU with the coming of the depression, 
but as it deepened, advances tended to increase. Furthermore, the recovery failed to bring about any substantial rise, while from 1935 to 1936 there was actually a decline. One further point should not be ignored ; wdiile the advances to iron and steel producers show a 
downward trend, those to the engineers reveal, if anything, an upward tendency.

bTrst of all, an attemjit will be made to discover whether there is any relationsliip between movements of bank advances and movements of profits. In connection with the
 ̂ Loaf, B a 7}king, p. 157.
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result might have been due to the difference 
in the movements of profits in tlie two indus
trial groups, a similar analysis was undertaken 
for each of them. For the iron and steel producers it was found that in every year without 
exception the companies which decreased their bank overdrafts had a better profit record. 
The results for the engineering group were 
not significantly different from those for all companies in Size Groups L 2 and 3.-

It should be noted that the group of 
companies which increased their bank over
drafts includes not only companies which were 
already borrowing, but also companies which 
commenced borrowing. The profit movements 
of these two sub-groups were distinguished. Although their general movements were on the 
whole much the same, it is of interest that, except in 1035. those companies which began 
to borrow had a worse profit record than 
those which increased their existing bank indebtedness.

In view of this analysis, it seems difficult to deny the intimate connection between 
variations in profits and the movements of 
bank advances. What is surprising is that increases in bank advances in our sample 
seem to be associated with losses or declining 
profits. In view of this relationship, the great 
fall in bank advances which occurred in 1936 is what one would expect since this w'as almost 
certainly a year in which the profits of the 
companies in our sample increased considerably.

The question of why bank advances, generally, did not rise® following the recovery 
from the last depression has often been discussed. At the annual general meeting of the 
Midland Bank for 1935, attention was given 
to this problem and we were told that the “ . . . principal explanation of this diver

gent movement is that business and public 
undertakings in the mass have been in a position to use theii- own resources to a 
much larger extent than before, and have had correspondingly less necessity to borrow from the banks. Many undertakings have 
been induced by the high level of security prices to dispose of investments and use the proceeds either to finance expanding business or to reduce outstanding loans. Again,

ere very  m uch liigher th a n  in 1935.
bank bank o v e i S  th e  engineering group. In  Uiis year, of the 17 com-* Accord^ing to”t h i n c r e a s e d  profits.^  ̂ increases m  th e ir  profits, b u t of the  18 com panies decreasing their
for financial engaged in indi^/A w m dTm de 4*? as did take place from 1934 has bed'll due toGeneral facilitat'e pen nanen t sp,=cial fixed loans to  local au thorities and advancesmeeting, Midland Bank, 1938.) im e s tm e n t m  real esta te  and o ther assets.” (R eport of the  Annual

difference between the trend of the hank borrotwngs of tlie iron and stee producers and those of the engineers, it mil be remembered that the investigation into profits f'lsclosed 
that over the period the profit position and steel producers imiiroved relatively to that 
of engineers. That i,s to say, the relative movements of bank advances and profits for the two groups are in o])posite directions. The 
eni îneering group whose bank borrowings increased compared with the otlier group was the one whose profit posUion became relatively
worse.Any detailed com})arison of the movements 
of profits and bank advances is jfossible only for the years 1926-1935.1 A comparison has been made of the variations in jirofits of those companies which increased and those which decreased their bank borrowings. Figure 4 
sets out the yearly changes in profits of }>orrow- ing companies, distinguishing those which increased theii’ overdrafts from those which reduced them. Thus, in 1927 the firm line 
indicates that the profits of the companies increasing their bank indebtedness rose from £1,000 to £212,000, whereas the dotted line shows that companies reducing their indebted
ness recorded a fall in profits from £95,000 to £68,000. In general, it is evident that those companies decreasing their bank borrowings had, on the whole, a better profit record. This is not so in 1927, but is very definitely the case in 1928 and 1929. In 1930 and 1931, the difference in the movements is not great. In 
1932, both classes show a decline, but whereas the group decreasing its bank overdrafts mei'ely shô '̂ed lower profits, the group whose bank 
overdrafts increased had been making losses m the previous year but had done even worse during the year. In 1933, both classes show losses in aggregate, but the recovery for the 
companies reducing their bank overdrafts was gieater. In 1934, the group whose bank 
indebtedness grew made losses, while those

ui"'’ borrowings fell made irofits, although both show a considerable
mprovement over the previous year. In 1935, both classes made profits in aggregate which 

re iigher than the previous year, but the proportionate rise for those
borrowings declined was greater. As this

“ If the S i t 'S p e r io k c lT  profits in 1930 wenor decreased, the companies is indicated bvpanics which = :W ocant difference is to  be f o u n d  in kV-

whose bank
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« raised by new issues of oapitcal has
r  tn nav off many miUions oi bankbeen used to pay off many miUions oi bank 
, d v . „ « .  Thirdly, 1 ~ 8 > «“ ™ ;1 '* Zadvances. Tlnraiy, uie
tion of industry has tended to reduce the
nails made upon the banks for accoramoda-nails made upon ----

It has been no infrequent occurrence
_ nvaAli,tion* ll  na» — ---- n-----

for a company v̂ith large credit balances
to come under joint control with another
which is in debt to the bank and then to
finance the whole combination out of its
own resources. And finally, some borrowers
have thought it advantageous to take up
credits or loans from sources outside the
banking system.'’

Another observation which was made at 
the annual general meeting of Barclays Bank 
for 1937 and which refers therefore to 1930, 
the last year for which bank advances were 
studied, is particularly interesting because it 
refers specifically to the heavy industries.
is stated that

. a great deal of the current require
ments of trade has doubtless been financed 
by the industries themselves without re
course to the banks, for in slack times 
working capital finds its way into liquid 
investments, and is therefore properly avail
able for financing orders on a revival in 
trade. The approach to the banks for 
advances is consequently delayed. An ex
cellent illustration of this fact is afforded 
by the decrease in our advances to the heavy 
industries, in spite of the well-known and 
substantial increase in activity which has 
taken place in these trades. There are 
various reasons to account for this reduction, 
but I would mention in particular the larger 
profits being earned, the realisation of 
investments and the favourable conditions 
for the flotation of new issues.”

The reference to the fall in their advances 
to the heavy industries in 1936 is of interest 
since It indicates that the fall in bank over
drafts disclosed by our figures is in no sense 
a pecuharity of our sample. Another point 
worth noting is that an increase in profits is
given as one of the reasons for the fall in bank 
advances.

In 1936 the Midland Bank carried out

v ^ ia f  nf” ' ^^orro^ing for a number of indi- 
were founrr t̂ i important factors

rowers’ ^  Improvement in bor
rowers position; (4) Substitution of non-

f
r

banking accommodation for bank advances ; 
(5) Customers’ sales of securities to repay 
advances. The first two reasons were found 
to be the most important and accounted for 
possibly one half of the decline. Only a small 
sample, however, was examined.

We have now to consider how far the 
reasons which have been given for the failure 
of bank advances to rise are found in our 
samj>le. We have already examined the posi
tion with regard to profits. We must consider 
how far the reduction in bank advances was 
due to the sale of securities or to the issue of 
share capital or debentures. In this section 
of our investigation, it was, of course, necessary 
to exclude those companies which had capital 
reconstructions.

In considering this question it is important 
to remember that the whole of the increase 
in issued capital or debentures, or decrease in 
the holding of securities, cannot be put down 
as reasons for the decHne in bank advances 
since capital is raised or cash obtained through 
the sale of securities for purposes other than 
the reduction of bank indebtedness. Further
more, the demand for different kinds of money 
capital is not only competitive, but to some 
extent complementary; that the average 
overdraft of companies in our sample grows 
as their size (measured in terms of issued 
capital and outstanding debentures) increases 
is to some extent an indication of this. It is, 
therefore, clear that the addition of the fall 
in government securities and other investments 
to the rise in share capital and debentures 
gives one a maximum figure if one is using it 
as an explanation of a fall in bank advances.- 
What would have happened to bank advances 
if these companies had been prohibited from 
raising capital by issuing securities on the 
market or selling securities that they held, it 
is, of course, impossible to discover. A further 
point to be borne in mind is that it is not 
only the increase in share capital or debentures 
or the fall in securities held by companies 
whose bank borrowings declined that are signi
ficant. For if the changes in these items can 
be used as reasons for a decline they can also 
be used as reasons why a rise is not greater.

The most significant movement for our 
purpose in bank advances was the great decline 
that took place in 1936. Below will be found 
the changes from the 1935 figure for bank 
advances and also for the other items under 
consideration :

“ holllin^*^ f A n n u a l  Oonoral Meeting of the Midland B an k  for 1937.
holding, for compames h o n w in g  from the hanks were, of coux^e, sm ail.
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C H A N G E S FRO M  1035 TO 1030'
(£’000)

' I

Bank Share Deben
Govern
m ent

Other
Invest

Advances Capital tures Securities m ents

— 026 + 1 0 0 -1-31 —  13 — 14

It is evident that this decline cannot be 
attributed to the movements in share capital, 
debentures, government or other securities 
which occurred in this year. If we consider 
the companies which reduced their bank 
indebtedness, and assume that an increase in 
either share capital and debentures and/or a 
fall in government securities and other invest
ments can be used as an explanation of the 
decline, we find that there were five companies 
in which these items moved as set out above, 
that the total fall in the bank borrowings of 
these companies was £247.000, of which £143,000 
could be “ explained It is clear even in 
this case that there are other factors at work.

It would be umWse, however, to dismiss 
the view that the reduction in bank advances, 
or their failure to rise, can be attributed, at 
least to a considerable extent, to the move
ments in the items under discussion. Com
panies in which either the share capital or 
debentures increased or government securities 
or other investments decreased between 1929 
and 1936 were distinguished from the others. 
The former we shall call Group A and the 
latter Group B. The figures for these two 
groups in 1929 and 1936 are set out in the 
Table XV III.

It is obvious from an inspection of this 
Table that the fall in bank advances in the 
case of those companies which neither in
creased their share capital or debentures nor

decreased their holding of government or 
other securities was much less severe.- It 
suggests that the reasons which we are investi
gating for the decline in bank advances may 
be of considerable importance. That they 
were significant factors in individual cases, 
inspection of the balance sheets leaves one in 
no doubt. 3 But for the reasons which were 
put forward earlier, it is not possible to estimate 
exactly their quantitative significance. In any 
case, the issue of share capital and debentures 
or the sale of holdings of securities cannot 
completely explain the failure of bank advances 
to rise with recovery. There can be little 
doubt that many companies have taken 
advantage of increased profits to reduce their 
bank indebtedness.^

The Demand for Liquid Balances
In analysing those forces which are respon

sible for the deflationary phase of the Trade 
Cycle, some economists have emphasised the 
importance of the desire for greater liquidity 
on the part of industrial and commercial firms 
after the boom has broken. According to 
Professor Haberler,

“ Industrial and commercial enterprises 
tend like the banks, during a general con
traction to increase their liquidity ; that is 
they endeavour to strengthen their cash 
reserves and reduce their debts with the 
banks. . . . During a period of contraction, 
especially in its initial phase, it is difficult 
to get credit from the banks or from suppliers 
of raw material and other means of pro
duction. . . .  In addition one is not sure 
of being paid punctually by one's own 
debtors. . . . Secondly there is the fact that, 
when prices fall and losses are made and

1920 #  ft

1936 #  #

Difference 4  ft

1920 4  •

1936 4  ♦

Difference «  #

Bank
Advances

1,902
989

—913

1,145
1,080
—65

T A B L E  X V III. 
£ ’000

Share
Capital Debentures

12,470
13,538

-1-1,068

12.308
12.308 

0

B

1,287
2,052
-1-765

2,419
2,234
— 185

Government
Securities

567
150
417

Other
Investments

•107:m8
—50

67
2,006

-1-1,930

'  Companies in Size Group 4 are excluded. , » i. • * n i i
2 In  the case of Size Groups 1 and 2, an increase in bank borrow ing between the two dates is actually recorded.
3 This is particularly so in the case of some of the lai^er companies. . ^ .
.  The this ™ a t i o n  o j b a„h  ad v an c^  are o f i n t e ^ U n  that

of demand than d S d ? a \h S ^ •
b t ^ e r a t ' l n t ' r a U  g S e X 'a ^ t T r S ?  trade cycle.”  , pointa out that thia conflicta "  directly with the
common idea th at bankers create or even exaggerate the trade cycle.
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iurtlior losses are expected, the replacement 
J  fixed and working capital (reinvestment) 
as well as new investment which may have 
Teen contemplated before the situation 
bLame too had, is postponed or susiiended 
?or the time being ; and instead, idle balances 
are accumulated, or bank loans repaid even 
when the banks are no longer pressing
for repayment.” ' , ,  ̂ ..i . ^

It is not always clear in what sense the term 
“ liquidity ” is to be understood. On the one 
hand, the liquidity of a firm may be conceived 
in terms of the relationshij) between cash and 
short-term liabilities. On the other hand, some 
economists have defined liquidity in terms of 
the relative ])roportions of different assets 
held by an individual or firm. In this sense 
it a])pears to be synonymous with the demand 
for cash and liquid balances. We believe that 
variations in the proportion of Gross Working 
Capital held in the form of Cash and Govern
ment Securities may be regarded as a rough 
measure of changes in the demand for liquid 
balances. Whether an increase in this ratio is 
to be taken as a sign of increased liquidity 
is a question of definition and we have, there
fore, preferred to avoid the use of this term. 
On pages 10-11 we discovered that there 
was no general tendency, on the j^art of our 
companies, to increase the proportion of their 
Gross AVorking Capital held in tlie form of 
Cash and Government Securities during the 
depression. The proportion of Gross Working 
Capital invested in Government Securities rose 
slightly between 1928 and 1931 and then 
declined : but this slight inverse correlation 
was due almost entirely to the movement of 
Gross Working Capital ; for the aggregate 
value of Government Securities remained re
markably steady during the decade, apart 
from a slight downward trend. Moreover, 
about two-thirds of the companies in our 
sample had no Government Securities on any 
one of the ten balance sheet dates.

When the movements of liquid balances 
are related to movements of Creditors for all 
93 companies'  ̂ there appears, at first sight, to 
be a well-defined cyclical pattern. Further 
analysis, however, shows that this inverse

ĝg*‘egate figures is mis-
ihn ^ downward trend over

decade, Creditors fluctuated with

amplitude greater than that of Gross Working 
Capital. On the other hand, Cash and Govern
ment Securities, expressed as a percentage of 
Gross Working Capital, showed no definite 
cyclical movement. In fact the proportion 
remained surprisingly stable during the period. 
It was inevitable, therefore, that the ratio of 
(Jash and Government Securities to Creditors 
should show a fairly well-defined cyclical 
movement h

One of the principal conclusions to be 
drawn from this analysis would appear to be 
that generalization about cyclical movement 
is rendered difficult by the existence of trend 
movements. The redistribution of assets, in 
favour of Stock and Debtors at the expense 
of Cash and Government Securities, associated 
with the reduction in Creditors, was the main 
movement disclosed by our figures. Any cyclical 
movement in the ratio of liquid balances to Gross 
Working Capital which might have been antici
pated was, therefore, obscured by the longer- 
run changes in financial structure.

Representative Behaviour and the Invest
ment of Working Capital

The analysis of year-to-year variations in 
cash ratios revealed, incidentally, wide differ
ences in the demand for cash. In this section 
we shall confine our attention to the average 
percentages, during the period 1926-1935, of 
Gross Working Capital held in the form of 
liquid balances, Debtors and Stock. Table XIX 
sets out these average holdings for all com- 
jjanies, distinguishing reconstructed companies 
from the others. The percentage figures are 
obtained by dividing the sum of the ten yearly 
figures of aggregate Cash, Government Securi
ties, Debtors and Stock respectively, by the 
sum of the ten yearly figures of aggregate 
Gross Working Capital, and are, in effect, 
weighted averages.

T A B L E  X IX .
W E IG H T E D  A V E R A G E  P E R C E N T A G E S  O P GROSS

W O R K IN G  C A PIT A L  1926— 1935

an

G overn Cash-f-
m e n t G ovt.

Cash Securi .Secs. Debtoi-s Stock
ties

All Cos. (140) ..1 
U nrecon

11-3 12-4 23-7 36 1 40 • 2

s tru c ted  (107). 
Recon- I

10-8
1

9-7 20 • 5 3 8 0 40-6

stru c ted  (.33) 11-0 15 • 5 27- 1 32 • S 39-S

V u

* the  J^cpression, p. 233.
* For the  93 Indeb ted n ess.

percen t^es was 2-2 and the  coeffiei^V^ of th e  ten  percentage figures was 22-1 . T he s tan d ard  deviation of tliese
* ^yhen the  co m n an i^  i . i ^  v a ria tio n , llie refo re , 9 -9 .

gences in the ratio  of Cash and to  size and  th e  n a tu re  of th e ir  m ain  ac tiv ities  th ey  reveal very  wide divei-
f  -show very s S i l a r  V" .T o ta l  C re d ito r  of Iron  and  Steel Producers and  of

P rt from the downward trend . ^  ^  niovem ents, b u t there  is little  sim ilarity  in th e  m ovem ents of liquid balances.
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The difference in the cash ratios is 
negligible. Reconstructed com])anies have a 
higher proportion of Government Securities 
(and therefore of aggregate liquid balances) 
than the others.

We have seen above tliat wlien year-to- 
year changes in liquid balances are considered 
there is some tendency for Cash and Govern
ment Securities to move in opposite directions 
—at least in certain years. One might suppose. 
a priori, that Cash and Government Securities 
were to some extent substitutes and that 
companies liaving casli balances below the 
average (as a percentage of Gross Working 
Capital) would have a larger proportion of 
Government Securities. Nevertheless no con
firmation of this view is to be found in the 
balance sheets of companies in our sample. 
Those companies which held Government 
Securities on at least one balance sheet date 
during the decade had a cash ratio twice as 
great as that of the otlier companies and 
their total liquid balances were almost five 
times as great. There is little difference in 
the relative importance of Debtors and Stock 
in the two groups of companies.

T A B L E  X X .
C O M PA N IE S  H A V IN G  G O V E R N M E N T  S E C U R IT IE S  
D IS T IN G U IS H E D  FR O M  T H E  O T H E R S . S IZ E

G R O U P  4 E X C L U D E D
( W e ig h t s  av e rag e  percentageii of G ross W o rk ing  C ap ita l

1920— 1935)

4 4

Cash

G overn
m e n t

S ecu ri
tie s

C a sh - t
G ovt.
Secs.

D eb to rs S tock

1 4 -a 19-0 33* 1 .SO - 1 3t( • 9

7 -3 7-3 4 1 0 51-7

Cos. h av in g  
G o v t. Sects. 
(42) . .

Coe. h a v in g  no 
G ov t. S ^ t s .  
(75) . .

The weighted averages of the percentage 
of Gross Working Capital held in the form of 
liquid balances reflect the influence of size of 
company. I t  is im]iortant to know whether 
any average figure is representative of the 
majority of companies in the group. In order 
to test this two other types of average were 
employed. For each company the percentage 
of Gross Working Capital held in the form of 
Cash and Goyemment Securities was calcu
lated for each of the ten years 1926-1935. 
The average of these ten figures gave the 
average holding during the decade. The simple 
arithmetic average of a group of companies was

then calculated by adding the average cash 
ratios of the companies in the group and 
dividing by the number of companies. The 
result is an average which is not influenced 
by the relative sizes of the companies within 
the grou]). The tliird measure selected was 
the median, ^^'hen companies in any group 
are arranged in ascending order of cash ratios 
the cash ratio of the company which appears 
half-way up in the list is the median. The 
advantage of the median figure is that it is 
not affected by any very high or low values 
of a fcAv companies and is, therefore, often 
more representative than either the arithmetic 
or weighted average.

In Table XXI below these three measures 
are given for the constituent items of Gross 
Working Ca]>ital of all companies in Size 
Groups 1-3, distinguishing those companies 
which have Government Securities from the 
others.

T A B L E  X X L
P E R (’K .\T .V G ES O F G RO SS W O R K IN G  C A PITA I.r

S IZ E  G R O U P S  1-3
(A) C om panies record ing  N o G overnm en t S ecurities (75).

Ca.sh D ebtors S tock

M edian . . 3-1 12-9 49-0
.\r ith m e tic

A verage 7 • 7 4 3 -ti 18-7
W eighteil

A verage 7 3 ■I 1 • 0 51-7

(B) (Companies liolding G overnm en t Securities (42).

Cash

G overn
m en t

Securi-
ities

C asb+
G ovt.
Secs.

D ebtors Stock

M edian 8-4 10-8 22-(( 30-7 39 - 7
A rithm etic

31-3 30-1A verage 12-7 20-3 32-4
W eighted

30-1 .36-9.\v e rag e 14-0 19-1 33-1

These results are of considerable interest ; 
for they show that neither the weighted 
average nor the arithmetic average cash ratios 
are representative of the majority of com- 
]>anies. In both groups distinguished the 
majority of companies have cash ratios below 
the average.' This is true of Cash and Govern
ment .Securities separately and also when total 
liquid balances are considered. On the other 
hand, there is very little difference between 
the median and the averages of Debtors and 
Stock. The extreme asymmetry of the Cash

.. \ Kq/1 n ra tio  below th e  w eighted average. In  th e  second group
.“ (■ ^ S rp e ?  we%h avem go and  25 confpanies ( =  »0 por cen t., a  to ta l liquid* In  th e

30 com panies , . _ ^ _
balances ra tio  below th e  w eighted average.

•  . 4  ^  *
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ratios is evident.- The predominant (or modal) 
. ratio is very much below the average. 

In other words, the distribution of the cash 
ratios of individual companies is highly asym
metrical with a modal value below the median^ 
and well below the average^* (Figure 5). 
When the three Size Groups are separated it 
is seen that the asymmetry remains. More
over, the analysis of the 42 companies which 
held * Government Securities reveals the exist
ence of asymmetrical distribution in the 
holdings of Cash and of Government Securities

taken separately and also in the holdings of 
total liquid balances.^

The unrepresentativeness of the averages 
is again apparent when the companies are 
classified according to the nature of their 
activities.® There is very little difference 
between the average Cash ratios of Iron and 
Steel producers and Other Engineers, holding 
no Government Securities, but the majority 
of Iron and Steel producers have a Cash ratio 
below that of the majority of Other Engineers. 
On the other hand, when total liquid balances

I ,

il
I.

T A B L E  X X II

LIQUID BALAXCES, D EB TO R S A XD STOCK  E X P R E S S E D  AH  W E IG H T E D  A V E R A G E  PE R C E N T A G E  
OF GROSS W O R K IN G  CAI’IT A L  O P C O M PA N IES C L A S IF IE D  IN  T H R E E  IN D U S T R IA L  G RO U PS

SIZ E  G R O U P 4 E X C L U D E D

Cash G ovt.
Securities

Cash +  G ovt 
Securities

• # 0 #

0 0

Reconstructed and Unreconstructed 
Cos.

Shipbuilding {16) . .
O ther Engineering (75)
Iron and Steel (30) 

Unreconstructed Cos.
(а ) All Companies

ShipbuUding (9) . .
O ther Engineering (61)
Iron and Steel (27)

(б) Cos. WITH NO Govt. Secs
Shipbuilding (6)
Other Engineering (37)
Iron and Steel (19)

(c) Cos. HAVING Govt. Secs. 
Shipbuilding (3)
Other Engineering (24)
Iron and Steel (8)

D ebtors

13-3
9-9

12-2

23-3
11-0
1-2

18-9
10-8
8-8

14-3
14-8

U N W E IG H T E D  A R IT H M E T IC  A V E R A G E S 
(The figures in  b racke ts  a re  th e  m edians)

Unreconstructed Cos.
(а ) All Companies 

Shipbuilding
Other Engineering . .
Iron and Steel

(б) Cos. WITH no Govt. Secs 
Shipbuilding
Other Engineering . .
Iron and Steel 

(c) Cos. pyiNG Govt. Secs. 
Shipbuilding 
Other Engineering . ,
Iron and Steel

13-9 (11*8) 
8 -9  (4 '0 ) 
9 '4  (4*8)

15-3 (11-8) 
6*3 (3-7) 6*1 (l-B)

0 (8 
3 (12

17-4 (14-2) 
15-8 (7*7) 
1 4 '9  (4-8)

15*3 (11-8) 
6 -3  (3-7) 
6-1 ( 1-6)

30-3  (19-6) 
35 -6  (19-2)

30-6
41-0
4 1 - 7

27-7
45-3
4 2 - 9

34-4 
40-1

Stock

36-6 31 1 32*4
21-0 34-3 44-7
13-4 44*4 42-2

23-3 36-8 39-9
25-7 3 6 '8 37*4
10-4 44-0 45-6

14-0 24-6 60-5
6 ‘4 44-0 5 0 6
5-5 39-6 54*8

39-1 32-1 28*8
19-4 52-0 28-6

52-0
43-7
43-4

36-5
24-3

y  m easuip of skCTvne,s,s relation  betw een th e  m edian  and  th e  tw o quartiles) is :

? fo“r'gSom ;; ;; ttH
“ It “ r n n t r t l l  ‘n o lT h a r  l" ‘he a r m - m e t i r a ^ .

4 Jcngth. T he geom etric average of th e  cash ra tio s is 3-1 , whicli is equal
A no mon<mrirk r̂ p ___- The measure of .skewness foe the.se 42 companie., is =

Cash . .  . ,
G overnm ent SeciirRies

The measure of skewness is

Other Engineering (01 Cos \ 
lion  and Steel (27 Cos V .............................

« A # #

• #

Cash
-1-0-42
+ 0 -3 3 0 4

t I

28

+ 0 -3 2
+ 0 -3 1-I-0-22
Cash +  G ovt. Securities.

+ 0 -4 0
+ 0 -5 4

4

■T"'
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of companies l.olcling Government Securities 
ale conklered, it is seen that the mechans^of

•0 industrial groujis are tlie same but
_ ̂   ̂ 1

V  m  m  __  ̂ i  —  ^
tJic twLJJU —  --  ^
the averages differ widely. , i i

In so far as the demand for cash balances
of industrial enterprises is dependent on the

1?______ ____ K A f t i ' o c n i  f l J i n
01 industrial ---------  ”
temporary divergences between payments and
receipts, we might expect that larger firms 
v̂ould need to hold a smaller proportion ol 

tlieir Gross Working Capital in the form of 
cash and liciuid assets. Our attempts to verify 
this a priori expectation were beset with 
several difficulties. It is clear that since 
companies having Government Securities hold 
considerably larger cash balances than the 
average, it is necessary to distinguish these 
two groups in any analysis of size. But there 
remains an even more important difficulty in 
the marked asymmetry of the distribution of 
individual cash ratios. When the average is 
widely different from the modal or most 
common value a lower average cash ratio of 
larger companies may be the result of differ
ences in the degree of symmetry. Since the 
modal value is very much lower than the 
average, a minority of companies with high 
cash ratios lias a disproportionate influence 
on the average. The arithmetic average and 
the modal value may well move in opposite 
directions.’ The medians may therefore be 
more reliable than either the arithmetic or the
weighted averages.

When we examined Cash ratios of com
panies analysed according to size we were 
unable to discover any definite relationship ; 
certainly there was no evidence that large 
companies had smaller cash ratios. The analysis 
did, however, indicate that the smallest com
panies held a particularly high proportion of 
Government Securities. Half of them held
more than a third of their Gross Working 
Capital in the form of Government Securities.
All the three averages confirmed this.

balances has been 
analysed in some detail in this section because
the results appear to have significance for

have not always 
® ''Attached to

f i l ” “ representativeMarshall said that “ a representative

firm is in a sense an average firm. But there 
are many ways in which the term ‘ average ’ 
might be interpreted in connection with a 
business.”2 It might be argued that the exist
ence of a wide dispersion of the individual 
firms around this average does no harm to the 
concept of the representative firm provided 
that the distribution is normal.-  ̂ On the other 
hand, the existence of asymmetry in respect 
of some particular characteristic does some 
injury to the use of the concept, so far as that 
particular characteristic is concerned. Marshall 
was careful to point out that when nearly 
the whole of any branch of industry is in the 
hands of a few giant businesses, none of them 
can be fairly described as ‘ representative’.” ' 
When a small number of firms have a dispro
portionate influence on the total result it may 
well be that the response of these large firms 
to some external stimulus will be different from 
the response of a majority of the firms in the 
industry. The aggregate change will, there
fore, be in a direction opposite to that of most 
of the firms in the industry. Moreover, the 
aggregate change, depending on the response 
of a few large firms, is necessarily less predict
able since it is dependent on individual 
characteristics which do not cancel out. The 
“ law of large numbers ” no longer offers the 
economist protection from the effects of mis
calculation and error on the part of individual 
firms and the concept of an aggregate function 
relating the stimulus and the response becomes 
of doubtful validity.

Our analysis of the demand for liquid 
balances showed that the aggregate result was 
by no means representative. It suggests that 
the assumption of “ representative behaviour ”, 
\\'lnch is implicit in a good deal of economic 
theory, needs verification in every instance 
before the results of theoretical work can be 
accepted as an explanation of what actually 
happens. In particular, Trade Cycle theory 
must either show that asymmetry is unim
portant or make allowance for its existence.

Alice said, as gravely as she could, “ They
m ight go different ways **

Many economists take the view that 
further progress in their science is closely 
bound up with the willingness and ability of 
its students to make fuller use of statistical

“ 2 r e t S c t S "  T T e a r i t l S ?  unreconstructed  com panies lid d in g
The median.,, h o l - e v o r ^ t • H e s re o irv e ly ^ '^ ^3 page 318.

* Principles, A p p e n d ix ’ f l /p a g e  " Econom ic F ra g m e n ts ” , page 29.

no G overnm ent Securities 
G roups were 8*5, 0*8 and

f
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material. Nevertheless, there seems to be a 
cleavage of o]iinion avS to the way in whieli 
this material should be handled. There are 
some who are content to rely on the broad 
outlines indicated by statistics ; we are, how
ever. convinced by the results of our study 
that this way of regarding economic statistics 
is fraught with grave danger.

We have shown, for example, that owing 
to the influence of financial reconstructions, 
the V>ix>ad movement of profits disclosed by 
our companies is a misleading guide to tlie 
post-1932 recovery and to the amplitude of 
cyclical fluctuation. Furthermore, although 
we cliose our sani]de because we believed it to 
be representative of the cajntal goods indus
tries, we found at least two sub-groups, namely 
iron and steel ]jroducers and engineers, which 
displayed some important divergences. For 
exam])le, their profits, reserves, cash balances 
and bank overdrafts moved differently. More
over, the previous section, in particular, showed 
that it would be unwise to assume the absence 
of asjTnmetry. We believe that these and 
other divergences may be of a character to 
throw doubt on such concepts as the “ rej>re- 
sentative firm

It might be argued that such divergences 
can be safely ignored. On tlie other hand, 
unless we are aware of them, it is not possible 
to know that they are not of critical import
ance to particular brandies of economics. In 
fact, we considered these dissimilarities of sucli 
importance that it was not possible to offer a 
composite picture of tlie way in which assets, 
liabilities and profits moved in relation to one 
another through the cycle. For trade cycle 
theory it may, of course, be tliat analysis is 
concerned with adjustments so delicate and 
with periods so siiort that annual balance sheets 
are inadeejuate.

However, there is little doubt that we 
can discover from balance sheets such informa
tion as profitability over fairly long periods, 
and changes in financial structure, particularly 
in relation to trend movements. Furthermore, 
we are enabled to distinguish, among other 
things, the factors determining the demand 
for bank advances and other sources of capital, 
including undistributed profits. It may there
fore be suggested, with some confidence, that 
published accounts are a source of economic 
statistics tiiat ought not to be neglected.
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LIST SPECIAL MEMORANDA PUBLISHED
BY THE

LONDON AND CAMBRIDGE ECONOMIC SERVICE

Price : Five shillings each, unless otherwise stated.

No.
1. Stocks o r Staple Commodities, by J, M. Keynes, assisted by R. B. Lewis. April, 1923.
2. Recent Tariff Changes and their Probable Influence on British Trade bv T E GreeorvMay, 1923. - J' • ■ 6 y

Shipping and Shipbuilding, by D. H. Robertson, assisted by Miss D. C. Morison. July, 1923
Harvest Results and Prospects, by R. B. Forrester. December, 1923.

5.* Relative Changes in P rice and Other I ndex-Numbers, by A. L. Bowley. February, 1924
Stocks of Staple Commodities, by J. M. Keynes. June, 1924.

7 *  Seasonal Variations in F inance, P rices and Industry, by A. L. Bowley and K C SmithJuly, 1924.
No. 8.* The P hysical Volume of P roduction, by J. W. F. Rowe. October, 1924.

Harvest Results and P rospects, by R. B. Forrester. December, 1924.
Coal E xports, Prices and P rospects, by A. J. Sargent. December, 1924.

No. The German Iron and Steel Industry, by Walter Greihng. June, 1925.
Stocks of Staple Commodities, by J. M. Keynes and J. W. F. Rowe. July, 1925
The Belgian Iron and Steel Industry, by A, Delmer. October, 1925.

14.* The British Cotton I ndustry : Survey and Prospects, by G. W. Daniels. October 1925.
15. The Present P osition and Prospects in the Wool Textile I ndustry, by Arnold N. ShimminNovember, 1925.

No. 16. Stocks of Staple Commodities, by J. M. Keynes and J. W. F. Rowe. February, 1926.
No. 17a. Numbers Occupied in the Industries of E ngland and Wales, 1911 and 1921, by A. L. BowlevDecember, 1926.
No. 18. The British Motor Industry, by G. C. Allen. June, 1926.
No. 19. International Comparison of P rice Changes, by A. L. Bowley. July, 1926.
No. 20. The French Iron and Steel I ndustry, by R. Jordan. July, 1926.
No. 21. Tabular Guide to the Foreign Trade Statistics of 21 Principal Countries, by F. Brown December, 1926.
No. 22. Stocks of Staple Commodities, by J. M. Keynes and J. W. F. Rowe. March, 1927.
No. 23. The Economic Position of Great Britain, by A. C. Pigou. July, 1927 (2/6).
No. 24. Comparative Price Index Numbers for Eleven Principal Countries, by A. L. Bowley and K. C. Smith. July, 1927.
No. 25. Economic Conditions in the U.S.S.R. after the World War and Revolution, by the Institute of Conjuncture, Moscow. March, 1928.
No. 26. Output, Employment and Wages in Industry in the U.K. 1924, by G. L. Schwartz. May, 1928.

On the Standard Charges for Carrying Goods by Rail—Paper by E. C. Rhodes. October. 1928.
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No. 27. Railway I ndustry of Great Britain, 1927, by W. V. Wood and C. E. R, Sherrington 
December, 1928.

No. 28.
No. 29.
No. 30. The 
No. 31. Stui

A New  I ndex-Number of Wages, by A. L. Bowiey. January, 1929. 
Stocks of Staple Commodities, by J. M. Keynes and J. W, F. Rowe. August

October, 1929.

No. 32.

No. 33.
No. 34.

No. 35.

No. 36. 
No. 37.

____lEs IN THE Artificial Control of R.W Material Supplies. No. 1. Sugar, by J. W. i*.
Rowe. September, 1930.

Stocks of St.m>le Commodities, by J. M. Keynes, J. W. F, Rowe and G. L. Schwarte. September, 
1930.

A New  I ndex of P rices of Securities, by A. L. Bowiey, G. L. Schwartz and K. C. Smith. 
January, 1931.

Studies in the Artificial Control of Raw Material Supplies. No. 2. Rubber, by J. W. F. 
Rowe. March, 1931.

Studies in the Artificial Control of Raw Material Supplies. No. 3. Brazilian Cofiee, by 
J. W. F. Rowe. January, 1932.

Post-War Seasonal Varutions, by K. C. Smith and G. F. Home. December, 1932,
An Index Number of Securities, 1867-1914, by K. C. Smith and G. F. Horne. June, 1934.

No. 38. Investment September, 1934.
No. 39.

No. 40.

No. 41.

The Iron and Steel I ndustry of Germany, France, Belgium, Luxembourg and The Saar, 
by F. C. Benham. October, 1934.

The Effect of Present Trends in Fertility and Mortality upon t̂  F utureOF England and Wales and upon its Age Composition, by E. Charles. August, lydD.
The Relative I mportance of British E xport Trade, by G. W. Daniels and H. Campion* 

August, 1935 (2/6).
The Sawmill I ndustry in Scandinavia and F inland and the Exports of Sawn Softwood 

FROM these Countries, by Eino Saari. April, 1936.
No. 43. The Economic P osition of Great Britain, by A. C. Pigou and Colin Clark. April, 1936 (2/6). 
No. 44. Description and Sources of Important I ndex Numbers, by K. C. Smith, June, 1936 (2/6).

No. 42.

No. 45. 
No. 46.

No. 47.
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N

Stocks of Staple Commodities. November, 1937.
Statistics of Monetary Circulation in England and Wales, 1919-37, by E. H. Phelps Brown 

and G. L. S. Shackle. August, 1938.
Output, Employment and Wages in U.K., 1924,1930,1935, by G. L. Schwartz and E. C; Rhodes. 

August, 1938.
South Eastern Europe : A P olitical and E conomic Survey. Issued in collaboration with 

the Royal Institute of International Afiairs. May, 1939.
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Publication of the I nternational Statistical I nstitute, The Hague.
International Abstract of Economics Statistics, 1919-30. (5/-).
International Abstract of Economic Statistics, 1931-1936. (10/-). Set of two volumes
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