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Quarterly figures of company profits

For some years the Inland Revenue has provided figures 
for the gross trading profits of companies for publication 
in the National Income White Papers and Blue Books. 
For all but the two latest years these figures are derived 
from fairly comprehensive figures of income tax assess
ments!*). Tentative estimates for the latest year have in 
the past been based mainly on traders' forecasts, while 
somewhat firmer estimates for the latest year but one have 
in addition been based on special reports of accounts from 
cases with profits over £2,000(^).

of the profits of the latest year, because most of the 
companies making quarterly returns formerly provided 
traders' forecasts.

In a speech in the House of Commons on 1st August, 
1956, the Chancellor of the Exchequer (Mr. Macmillan) 
proposed that in addition to the above information the 
Inland Revenue should make an inquiry into quarterly 
profits of companies. This inquiry has been in progress 
for over a year and on the basis of the returns received it 
is now possible for the first time to publish estimates of 
aggregate company profits for each quarter from the 
beginning of 1955. The figures are given in table A. The 
sample of companies asked to co-operate was limited to 
those whose profit had been above £100,000 in some 
recent year and included all companies with profit above 
£1 million. Many companies approached are now 
providing estimates of profits for the four quarters of their 
accounting year and a few are giving half-yearly profits. 
In a considerable number of cases they have returned 
figures for their whole group which include profits of 
many subsidiary companies not individually approached. 
Currently, about 800 separate concerns, accounting for 
some 40 per cent, of total profits, are making returns 
covering over 4,000 parent and subsidiary companies.

One further improvement resulting from the inquiry 
must be mentioned here. The returns by companies relate 
to profits estimated to be made during quarters of their 
accounting periods ending in quarters of the calendar year. 
Thus, a company whose accounting period ended on 
17th November would report profits made between 
18th November, 1956, and 17th February, 1957, for the 
first quarter of 1957, and those made between 18th Feb
ruary and 17th May, for the second quarter, and so on. 
In fact, the profits reported for the first quarter of 1957 by a 
company co-operating in the inquiry could have arisen in 
any three-month period between 2nd October, 1957, and 
3Ist March, 1957, although since the majority of company 
accounts end on the last day of the quarter, no serious 
error would arise from regarding the profits as accruing in 
the calendar quarter for which they are reported. In any 
case the total profits for the sum of the four quarters of 
the calendar year will be much closer to the actual calendar 
year profit than the figures hitherto published in the 
National Income Blue Books and White Papers, where 
the profits referring to, say, 1955, are in fact the profits 
arising in accounting periods ending in the financial year 
1955/56. The Blue Books for 1958 onwards will show 
annual profits for 1955 and subsequent years on this new 
calendar year basis.

At the first inquiry companies were asked to give profits 
for each quarter of 1955, together with the first three 
quarters of 1956, and subsequent inquiries are made 
within a month of the end of the quarter to which they 
relate. After some initial adjustments required for starting 
the series, the annual profit figure for 1955 was used to 
give a firmly established basis for the series, and the sample 
returns for 1955 were used to split the annual figure between 
the four calendar quarters. Again, for 1956, the change 
in the annual figures indicated by the quarterly profits 
returns was supplemented by the further information 
from the income tax reports of cases with profit over 
£2,000, which in this year showed an increase nearly 
twice as great as the annual figures derived from the 
quarterly profit returns alone. Since these latter returns 
are made only by very large companies, it was to be 
expected that a bias of this kind would arise. It will be 
allowed for by readjusting the total figures first after one 
year and again after two years, when the income tax 
information is almost complete. The quarterly figures do 
not of themselves provide a better estimate than previously

The following points should be taken into account in 
using this new series. Firstly, the split of the annual profit 
into quarters can never be more accurate than that 
provided by the sample of companies, and a considerable 
number of companies may themselves not be able to make 
much more than an informed guess at their quarterly 
profit. Secondly, although the coverage of industry as a 
whole is reasonably good, the degree of coverage varies 
very considerably for different industrial groups. The 
industries most poorly represented are those where the 
concept of quarterly profits has little meaning, as in ship
building and in building and contracting ; and where 
returns are made, the treatment of contracts completed 
and of work in progress may be very different in the 
quarterly and the annual figures. This great variation in 
coverage from industry to industry means that at the 
moment it is impracticable to provide quarterly figures on 
an industry basis, and that errors of estimation in poorly 
represented trade groups may be important even in the 
annual figures for the latest years. Lastly, there is the 
bias due to the reports being received only from the largest 
companies, which will always mean that the quarterly 
figures may not truly represent the experience of all 
companies combined.

(*) See “ National Income Statistics: Sources and Methods ” pp. ] 52 ff. 
(*) Ibid pp, 154 and 155.
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