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Monthly Business Indicators, 1936-41
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"The Business Situation

IRST break in the year-long upward climb of

industrial output was caused by management-labor
disputes in April. Further expansion in industries pro-
ducing finished defense goods failed to offset reduced
output of coal, automobiles, and steel, and aggregate
production declined for the first time in 12 months.
Directly reflecting this decrease, freight loadings and
electric power output fell to the lowest levels of the
year, though still remaining substantially above the
same period in 1940. In the construction field, how-
ever, the advancing pace of residential and plant build-
ing showed no signs of diminishing and total activity
continued high. Similarly, retail buying remained in
heavy volume after the best Easter season since the
latter twenties; while on the foreign trade side, March
reports revealed one of the largest export totals since
the outbreak of war.

Among the month’s important defense developments,
the establishment of the Office of Price Administration
and Civilian Supply was of especial interest to the
business community. To this office the President dele-
gated broad powers for implementing necessary control
over prices. Since prices are the focal point of all
market forces, the Executive order expressly set forth
as the concern of the office a number of diverse but
related items. The more important of these include the
setting of maximum prices, stimulation of raw material
and finished consumer goods supply, and formation of
programs for distributing equitably products which
remain in inadequate supply after defense requirements
have been fulfilled. The office also is expected to
cooperate with the Office of Production Management
in regulating inventories. That inventory regulation is
a necessary part of control over prices and supply is
self-evident. Its practical importance at the moment
was suggested by the announcement at month’s end
that the Division of Priorities would exercise control
over consumer and producer stocks of 16 metals and
classes of metals. This was in addition to inventory
control in the case of the seven commodities being
strictly allocated under mandatory priorities.

Aluminum Situation Illustrates Problems.

Some of the problems confronting the new office, as
well as its joint relationship with the Office of Produec-
tion Management in solving them, are aptly illustrated
by the present situation in aluminum. With an ex-
tremely large proportion of April shipments of the
primary metal going to industries producing for defense
needs, supplies available for civilian demand fall far
short of those used in 1940 when consumer incomes
were much lower than now. New capacity, organized
with the help of the Office of Production Management,

is now undecr construction and will increase primary
output from the annual rate of 540 million pounds in
April to 920 million pounds in the latter part of 1942.
Though this will relieve the supply situation consider-
ably, much new capacity in addition to that announced
thus far must be provided if the tight position is to be
completely eliminated. Meanwhile, the price of the
primary metal has remained unchanged through coop-
eration from the producers, and maximum prices have
been established in the secondary markets.

From month to month necessary supplies are allo-
cated to military producers by the Priorities Division
of the Office of Production Management. The remain-
ing metal, including scrap, is then apportioned by the
same office among producers of civilian goods on the
basis of broad preference principles laid down by it
and the Office of Price Administration and Civilian
Supply. For example, purchasers of aluminum for
products essential to public health and safety or for
replacement parts of standard apparatus which cannot
be redesigned to use substitutes receive a large percent-
age of their requirements. But manufacturers of prod-
ucts in which a substitute {for aluminum is available
obtain small amounts as compared with what they for-
merly received.

Wide substitution for aluminum is possible and at
present the necessary substitutes are available in ade-
quate amount. Hence, while the shortage this year will
require much readjustment of productive methods and
possibly some decline in the quality of finished products,
its effect on the total output of most civilian commodi-
ties will be small. Only as increasing tightness eventu-
ally develops in the supply of some substitutes will the
shortage of aluminum be a factor contributing to lim-
ited output of particular civilian commodities. If this
should occur, the Office of Price Administration and
Civilian Supply will be faced not only with the prob-
lems of what and how much of various commodities
shall be produced, but it will also have to formulate
plans for equitably distributing the scarce finished goods
among the ultimate consumers.

Maximum Steel Prices Set.

As one of his first acts, the Price Administrator es-
tablished a schedule freezing steel prices at the levels
which prevailed during the past quarter. This followed
substantial wage increases in the industry and was
announced as temporary while “the effect of the defense
program upon the industry and its cost factors might be
rationally appraised.” That modifications would later
be made if warranted was indicated by experience in the
bituminous coal industry. There a ceiling on prices had
been established March 28. But this was raised April
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16 after wage costs had increased, the Administrator
pointing out ‘“that these prices, generally speaking, do
no more than return to producers their average costs.”

Meanwhile, the marked advance of the past several
months in basic commodity prices was appreciably
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Figure 2.—Indexes of Daily Spot Market Prices of 28 Basic Commodities by
Groups, August 31, 1939~May 1, 1941 (U S. Department of Labor).

NotE.—Daily figures August 1939=100. Data plotted are for Thursday each week,
unless a holiday falls on this day, in which case Wednesday prices are plotted.

diminished during April. The 28 commodities index
moved only from 134.4 to 137.6, the smallest increase
since January. In copntrast to recent experience (shown
in fig. 2), the rise which did occur was concentrated in a
few domestic agricultural and foodstuff commodities,
imported products showing but very small change.
Much of the gain was associated with products whose
prices are currently being supported by the Department
of Agriculture through purchases in the open market,
either to encourage increased production or for export
abroad. Thus, under stimulus of Government buying
at higher prices, hogs (100 pounds) rose during the
month from $7.92 to $8.77, one of the highest prices in
the past 4 years. Lard, which is being exported to
the United Kingdom, advanced from 7.9 cents a pound
to 8.5 cents. Barley, cottonseed oil, rosin, and tin
prices were others experiencing some rise.

In addition to the increased farm and food prices
enumerated above, a smaller advance in certain textile
and chemical prices contributed to a one-point gain in
the Bureau of Labor Statistics’ weekly “all commodity’’
index; which ended the month at 83.2. The cost-of-
living index, though tending to rise, shows but a slight
advance over the level of a year ago.

New Business Still Expanding.

The smaller advance in prices was in no sense the
result of a wide change in the demand situation. The
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latest comprehensive report on new orders—that for
March—revealed continued strength in all lines with a
further rise in the tremendous volume of new business
flowing to most durable goods industries. Thus, the
inerease in the Department of Commerce index of
manufacturers’ new orders from 189 in February to 194

“in March was almost entirely concentrated in durable-

goods lines, as the index for this component jumped from
277 to 286. Among nondurables, changes were small,
the aggregate moving only slightly above its high level
of the previous month. With the exception of electrical
machinery, and iron and steel, almost all durable
industries shared in the advance. New iron and steel
business, which in recent months has grown most
rapidly, equaled the huge February volume.

At the same time, shipment of commodities in most
heavy demand also expanded. A larger movement of
durable goods raised the aggregate index of manu-
facturers’ shipments from 159 in February to 164 in
March. The chief gain occurred in aircraft and rail-
way equipment, though products of the iron and steel,
machinery, and automotive industries were also moved
in greater quantity. Most nondurable shipments (on
a daily average basis) remained at their February
level, at which time they had been sharply expanded.
However, shipments still did not match incoming busi-
ness, and order backlogs in the durable goods manufac-
turing industries rose another 8 percent. These have
been growing at a reduced rate over the past several
months; an increasing proportion of the backlogs, more-
over, does not reflect current demand but rather repre-
sents an effort on the part of buyers to assure deliveries
necessary many months hence.

That goods produced are now flowing in somewhat
larger degree to ultimate consumers was again apparent
from March inventory reports. Aggregate accumula-
tion by monufacturers was about 125 million dollars,
more than the 75 million dollars in February but much
less than the monthly average of last fall and early
winter. As usual, rapidly expanding defense indus-
tries requiring larger raw material and goods-in-process
stocks led the upward movement. In nondurables,
where considerable excess capacity is available, inven-
tory shifts were small.

Decline in Adjusted Production Index.

For the first time in a year of steadily expanding
demand, aggregate output in April failed to respond
with an advance. Labor-management disagreements
curtailed production in a number of important indus-
tries, and though output in many other sectors contin-
ued to increase at the rapid pace of previous months,
the Federal Reserve’s unadjusted index declined rather
sharply from its record March high of 143. After allow-
ance for the seasonal variation usual in more normal
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times, the adjusted index slipped below the February
level of 141. The downturn in April, which must be
regarded as temporary, followed an upsurge in the un-
adjusted index which averaged about 3 points per
month in the 8 months from August through March.
By far the largest April decline occurred in the bi-
tuminous coal industry. Cessation of work began in
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Figure 3.—Indexes of Production of Selected Commodities, Without
Adjustment for Seasonal Variations, 1939-41 (Board of Governors of the
Federal Reserve System).

most union mines on April 2 and continued throughout
the month, reducing output to about 13 percent of that
in March. Activity in the latter month had been un-
usually high because of consumer stocking in anticipa-
tion of the stoppage; so that even after allowing for a
normal seasonal decrease of 12 percent, the precipitous
drop was in itself enough to reduce the Federal Reserve
adjusted production index by more than 4 points.

The steel industry began to feel the effects of the coal
stoppage by the end of the month. Inadequate coke
supplies forced some furnaces to shut down, and activity
was reduced from about 100 percent of capacity in the
first part of the month to 94 percent during the final
week: Production for the month as a whole was
6,758,000 tons, as compared with the record of 7,146,000
tons in March.
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In contrast to the normal experience of past years,
output in the automobile industry also declined
sharply, the result of a shut-down in the operations of
the Ford Motor Co. during part of the month. However,
delivery to dealers by other companies remained very
high in response to record sales and production averaged
more than 100,000 weekly as compared to 126,000 in
March. :

Some offset to these declines was provided by in-
dustries whose products are in extremely heavy demand
for defense purposes. The expansion in some of the
more important of these is shown in figure 3. Over
recent months shipbuilding activity has been rising at an
averagerate of 8 percent, aircraft and machinery growth
have averaged about 6 and 4 percent, respectively, and
monthly output in the shops of the railroad car industry
(partly ordnance) has increased slightly less than 2
percent. A further advance in these lines was evident
during April. Not only is newly constructed capacity
being made available—especially in the shipbuilding
and aircraft industries where an enormous expansion is
yet to come—but much idle capacity remains to be
utilized. Field investigations by the Department of
Labor indicate that in most lines (with machinery an
outstanding example) operations have been at capacity
for only a single shift.! Personnel employed on other
shifts has usually been small, though overtime work
has been widespread. Moreover, 7-day operations are
still the exception and not the rule.

Textiles have been another area of considerable ex-
pansion over the past few months. Cotton consump-
tion in March reached the record high of 854,000 bales
and was further extended on a daily average basis in
April.  Among other industries of importance, produc-
tion of crude petroleum remained virtually unchanged,
while lumber output increased less than it vsually has
in past years.

The heavy decrease in coal production was instru-
mental in reducing freight carloadings about 9 percent
under the March average. Movement of coke and
grains also dropped, the latter less than seasonally.
Miscellaneous shipments, which include most industrial
commodities, again rose above their already high level,
though the gain was less than the normal gain of past
seasons. But the largest percentage increase occurred
in movement of ore. In anticipation of a record season,
navigation through the Soo Canal opened earlier than
at any other time in the history of lake transportation,
and by April 10, 90 percent of the Great Lakes ore fleet
was in operation. For April as a whole more than
6,950,000 gross tons were loaded into the boats at upper
lake ports, which compared with 465,000 tons in the
like month a year previous. '

1 8ee Extent of Week-End Shut-downs in Selected Defense Industries, Monthly
Labor Review, March 1941, pp. 539-545.
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A further reflection of lower industrial activity was
to be found in reduced electric power output. This
declined somewhat more than seasonally from a weekly
average of 2,818 kilowatt-hours in March to 2,738
kilowatt-hours in April.

Large Residential and Plant Construction.

The construction industry furnished a more typical
picture of the response of business activity to existing
demand during April than was evident in industrial out-
put. Propelled by large contract backlogs and heavy
current awards, many types of new building are now
steadily expanding. While activity as a whole has
continued very high, further gains during the last 2
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oD-41-154

months have been limited by completion of a large part
of the Army Cantonment program. Final cost of these
projects was announced to be 947 million dollars, con-
siderably higher than the 609 million originally esti-
mated to be adequate.

Workers freed from cantonment projects may find
employment opportunities chiefly in growing residential
and plant construction. During the first quarter, con-
tract awards in 37 States as reported by the F. W,
Dodge Corporation were 1,055 million dollars, of which
376 million were residential and 216 million for new
plant facilities. The quarterly movement of contract
awards for each of these categories is shown in figures
4 and 5. Residential awards for the first quarter of this
year are 37 percent above the like period in 1940 and
were the highest for that quarter since 1929. Since
January residential awards have increesed steadily and
are now approaching the 1940 monthly peak.

The rise in plant construction, of course, has been the
most dramatic building development since the mid-
1920°s. Contracts reported in the first quarter this
year (and the Dodge Corporation is late in reporting
many plants because of difficulties of classification) were
the highest on record and more than four times those
in the first quarter of 1940. These, too, show an
upward monthly trend.

Published reports do not convey accurately the over-
whelming proportion of current plant econstruction
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which is directly necessary for defense purposes. For
example, the Dodge Corporation publishes a defense
construction component. But this classifies as non-
defense many publicly financed plants for which con-
tract awards are let by private firms who will manage
the facilities. Moreover, all plants being erected under
‘““certificates of necessity” (which give a company plant
amortization privileges for tax purposes) are classified as
private rather than defense building. About 35 to 40
percent of total defense expenditure on manufacturing
facilities is devoted to plant construction. Hence
contracts had been awarded or commitments made from
June through April 15 for about 800 million dolars of
publicly financed plant expenditure, while private in-
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Figure 5.~~Value of Construction Contracts Awarded for Manufacturing
Buildings in 37 States, by Quarters, 1939-41 (F. W. Dodge Corporation).
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dustry itself is financing (through aid from the Govern-
ment in some cases) another 350 million dollars.
Insofar as future contract awards are concerned, present
plans call for roughly twice the publicly financed facili-
ties for which provision had thus far been made, and
it isnot unlikely that this figure will be further increased.

With a few exceptions, the vast public plant expendi-
tures are being devoted to various types of ordnance,
aircraft, and shipping plant, the comparative size of
the expenditures in each case following in the order
named. Moreover, of the plant constructed under
“certificates of necessity,” more than a fourth is for
aircraft and parts and about an eighth for guns, am-
munition, and ships. Thus, only about 20 percent of
the aggregate plant contracts and certificates of neces-
sity to date are for other than finished war goods facili-
ties. Of thisremainder, the mostimportant expenditures
(now including both plant and equipment) are 157
million dollars for nonferrous metal facilities, 142
million for iron and steel products facilities, 91 million
for machinery facilities, 44 million for rail facilities, and
33 million for chemical facilities. Excepting the rails
and chemicals these expenditures are very sizable as
contrasted with the average of those made in recent
vears when expansion of our peacetime plant lagged.
Only in the food products and petroleum industries are
large plant extensions being made that are not directly
related to defense.
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Income Payments at Annual Rate of 80 Billion Dollars.

The extent of the over-all growth in business activity
previous to April was well mirrored in the March figures
on employment, pay rolls, and income. The addition
during the month of another 300,000 new employees to
nonagricultural pursuits raised the total of such workers
to 37,218,000, the highest for any March in our history
and 2,366,000 above a year previous. As in earlier
months, a large proportion of the newly employed in
March—more than half—were added to factory pay
rolls. Similarly, industries in the forefront of the defense
program, such as foundries, machine shops, electrical
machinery, shipbuilding, and aircraft, again made the
most sizable expansion in working force. A more-than-
seasonal gain was also apparent in the 69,000 new
workers employed by wholesale and retail establish-
ments. The only February-March decline of signifi-
cance was reported in the construction industry, where,
as pointed out above, wage earners were released by
completion of cantonments.

The growth in pay rolls during March still exceeded
that in employment as longer hours, overtime payments,
and wage increases became more widespread. From
March 1940 the expansion in employment was 14.8
percent as against a 31.3 percent rise in pay rolls. Of
course, in addition to the above named factors, hiring
of a larger proportion of relatively skilled labor in
connection with defense production has helped to
augment pay rolls.

The increased salaries and wages were aided by a
sharp advance in farm income during the month, in
raising March income payments to an annual level of
80 billion. On an adjusted basis, the index of total
income payments duplicated its movement of the pre-
vious month, rising from 97.3 in February to 97.8 in
March. Insofar as farm income was concerned, the
index of cash income from farm marketing rose to 89.0
(a new high for the war period) as compared with 84.0
in February. For the first quarter as a whole, income
from farm marketings were 135 million dollars above
last year, a gain of 8 percent.

A further rise in farm income is expected for April
as a result of the developments in farm prices discussed
above. By mid-April the index of prices received by
farmers had risen from its February-March mark of
103 to 11C. All major product components shared in
the advance to some extent; so the increased income
was expected to be distributed over a wide section of
the farm community.

Heavy Easter Purchasing.

The present high level of income combined with
favorable weather conditions in the early part of April
to produce the best Easter sales volume on a dollar
value basis since the latter twenties. Heavy purchas-
ing of apparel items as well as continued strength in
the demand for consumers’ durables featured the buy-
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ing upsurge which lasted through April 12, the peak of
the Easter season. Sales in the 4 weeks preceding this
Easter were 21 percent above the corresponding period
a year ago; regional increases ranged from 9 percent in
the Minneapolis district to 35 and 36 percent, respec-
tively, in the Philadelphia and Richmond districts where
defense expansion has been particularly large. More-
over, the post Easter decline was smaller than usual, so
that expansion during April as a whole was well above
the ordinary seasonal movement.

Other channels of distribution have experienced an
increase in demand in recent months similar to that
faced by department stores. Over the first quarter sales
of general merchandise in rural areas, as well as pur-
chases from chain grocery stores and variety stores,
exceeded volumes of the similar period a year ago by 10
percent or more. Furthermore, in most cases the rise
has been cumulative. For example, the adjusted index
of variety store sales climbed to 119.9 in March from
116.2 in February, while that for chain grocery sales
rose to 126.1 from 122.8 over the same period. An
exception was provided by the adjusted index of rural
sales, which showed little change from the record high
of 150.8 established in February. As yet the rising
dollar sales represent purchasing of a larger physical
output, the contribution of higher prices to the in-
creased total having been relatively small.

Buying continues to be most favorable in all durable
goods lines, with heavy purchasing of new automobiles
particularly outstanding. After 2 record months,
March sales shot to 526,000 units, second only to the
April 1929 high, and existing evidence pointed to a
further growth in recent weeks. Automobile agencies
and automobile finance companies are cooperating in
stimulating buying at this time by accepting smaller
down payments and a longer period for maturity of
notes covering the balance of payment. With further
large purchasing this year added to the comparatively
high average output from 1937 through 1940, the public
will be in an exceptionally good position to stand a
sizable cut in 1942 car production. Even now the total
stock of cars in existence is larger than at any previous
time, both absolutely and on a per capita basis, while
among the available cars is a high proportion of late
models capable of rendering service for a long time to
come.

Sharp Increase in Exports and Imports.

The inauguration of lease-lend aid during March
helped to create an expansion in United States export
trade. After declining since last summer, when ship-
ment of war materials from stock made for an extremely
heavy movement of goods, March exports rose to 351
million dollars. This was 38 million dollars above the
average of the past 6 months and was about equal to
the peak movement in early 1940, a time of heavy
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agricultural shipment and large export to Continental
Europe.

The chief gains, of course, appeared in the movement
of war materials, a part of which was transferred from
stock after signing of the Lease-Lend Act on March 11.
Outflow of aircraft, firearms, explosives, and ammuni-
tion, all were expanded, with aircraft at 50 million
dollars, substantially above its former peak. Export
of machinery and vehicles other than aircraft went to
98.8 million dollars, the largest since the outbreak of
war and about one-quarter above those last summer.

Since last summer, shipments of a number of com-
modities have been growing smaller, and these showed
little improvement in March. One of the most impox-
tant of these declines has occurred in iron and steel mill
products, which had a value of 38 million dollars in
March as compared with an average of 52 million during
last July and August. Other recent reductions of note
occurred in nonmetallic minerals, including petroleum,
coal, coke, and glass, which fell from 40 million dollars
to 28 million over the same period, and in wood and
paper, which dropped from 17 million to 14 million.
Changes in the total movement of agricultural commod-

ities—particularly hard hit by the loss of European |

markets—have been small since July. The March
aggregate increased about 5 million dollars to a total of
29 million, about 50 percent of the March average
during the previous 5 years.

Most of the export shifts since last summer have
centered around the United Kingdom, Canada, and
Japan. Figure 6 depicts the course of export trade
to these and other areas. Combined shipments to the
United Kingdom and Canada averaged about 184
million dollars last July and August and were only 164
million in March. However, a substantial quantity of
aircraft and other war materials has moved on British
account to other sections of the world and is not
included in the United Kingdom totals. Of course,
the flow of remaining war materials, increasing con-
stantly in volume, is reported as sent to the United
Kingdom or its Empire units. Nevertheless, because
of her tight shipping position, the United Kingdom has
been forced to limit the import of other commodities to
those absolutely essential. Aggregate British imports
from all sections of the world are today about two-
thirds of the prewar volume. From this country in
recent months the United Kingdom has been taking
less iron and steel, less wood and paper, and smaller
amounts of grain, cotton, and tobacco than were
imported last summer.

The largest percentage decline in American exports
has occurred in shipments to Japan (not including those
received in China) which averaged under 11 million
dollars during the first quarter, less than half the volume
of last summer and one of the smallest totals of the
past two decades. About half of this reduction repre-
sents a smaller Japanese import of metals, with a reduced
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movement of machinery and cotton responsible for
most of the remainder.

To the important Latin American area, total exports
continued unchanged from last summer through
February. But in March shipments jumped 20 percent
to 74 million dollars, the highest since December 1939.

The rise in March of total exports from this country
was accompanied by an increased inflow of goods from
other countries; imports advanced from 217 million
dollars in February to 255 million, the highest in almost
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Figure 6.—Value of Exports of United States Merchandise, by Selected
Countries and Regions, 193941 (U. S. Department of Commerce).

4 years. As in other recent months, principal gains
appeared in receipt of such strategic and critical
materials as rubber, copper, nickel, tin, manganese,
chrome, and other ferro-alloying ores. Though pur-
chases covering most of the stock piling program have
been completed, a sizable proportion of these materials
still remains to be delivered.

For this reason, among others, the President’s an-
nouncement at month’s end that about 2,000,000 tons
of shipping available for American coastwise and non-
European trade would be diverted to British needs over
coming months was of extraordinary interest. Already
much of our ocean-going shipping space has been sub-
ject to informal rationing. The new policy will neces-
sitate a more complete control and will likely introduce

- a decline in both export and import movement to non-

belligerent areas.
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Finance.

Rising business activity. again brought forth an
increase in bank loans during April, though partly as a
result of seasonal influences the expansion was smaller
than in the 2 previous months. Total business loans
reported by Federal Reserve member banks rose only
89 million dollars in the 4 weeks prior to April 23, com-
pared with 193 million in March and 151 million in
February. A heavier addition to bank portfolios
during the month, however, was made through the
acquisition of further Government obligations, the
increase amounting to 577 million dollars. Since
January member bank holdings of such securities have
expanded approximately 1.5 billion, about three times
the advance in business loans.

Corporate financing in April changed little from the
monthly volumes throughout the first quarter. Re-
funding operations continue to be the principal source
of new issues despite the huge capital formation now
under way. Of the 790 million dollars new securities
issued during the first quarter of this year, only 170
million represented new capital. 'This was close to the
best volume in 1940, with the exception of the final
quarter, when American Telephone & Telegraph sold a
single issue of 140 million. However, new capital
sought currently from security markets is much lower
than that obtained in 1936 or 1937.

As may be seen from figure 7, the present restriction
is particularly noticeable in the industrial field, where
capital formation now is extremely heavy. Some of
these new industrial facilities are being financed by
bank loans and corporate cash balances accumulated
over recent years. But as indicated in the discussion of
construction above, about three-quarters of the 2.8-
billion-dollar defense plant contracts and ‘‘certificates

311473—41—2
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of necessity’” for new manufacturing facilities are being
financed either directly or indirectly by the Govern-
ment. New railroad issues have also been smaller than
in 1936 or 1937, but these are expected to increase over
coming months as equipment buying expands.
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Figure 7.~~Total Corporate New Capital Flotations by Type of Borrower,
Quarterly Averages for the Years 1936-39, and by Quarters for 1940 and
1941 (Commercial and Financial Chronicle).
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In the stock market prices again displayed inter-
mittent weakness. British reverses in the Mediter-
ranean area were accompanied by a further decline in
the Dow-Jones 65 stock average to 39.65 on April 22,
the lowest level since last June. For the month as a
whole, industrial shares were off nearly 6 percent. Bonds
also weakened, but in the late sessions of the month
they recovered a substantial part of their earlier losses.
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The Product Concentration of Large
Corporations

Walter F. Crowder, Chief, Business Structure and Operations Unit, Division of Research and Statistics

T is a well known fact that a comparatively few

large corporations control a substantial part of the
national corporate wealth. But little analytical ma-
terial has been available to indicate the role played by
these same corporations in the output of the individual
products manufactured by them. Although many
basic and critical business decisions are made in terms
of products, the information available for the study of
these leading corporations has been in other terms.
Many obvious questions have gone unanswered. How
many different products do they manufacture? What
is the significance of each product in the company total?
How important in the national market is a company’s
output of each of its products?

As a part of the report on ‘““The Structure of Indus-
try,” ! which was prepared by the Department of Com-
merce in cooperation with the Temporary National
Economic Committee, a new measure of concentration
in product terms was developed which throws light on
how big corporations look productwise. For each of
the products of the largest manufacturing corporations
answers are supplied to two questions, how important
is the value output of each product to the individual
company, and how important is each company’s out-
put of each produet in the total domestic production
of that product? :

The analysis which follows is based on product ? data
for the largest 50 manufacturing companies reporting
in the Census of Manufactures for 1937. The com-
panies were selected on the basis of their value of prod-
ucts; that is, the concerns reporting in the Census of
Manufactures for 1937 were arrayed in terms of the
total value of their products and the largest 50 selected.

i ““The Structure of Industry,” Monograph No. 27 of the TNEC series, prepared
under the direction of Willard L. Thorp and Walter F. Crowder. The newly de-
veloped materials which form the basis of this article were taken from Pt. VI, “The
Product Structures of Large Corporations,’’ of the above-named report. The mono-
graph is available from the Superintendent of Documents, Washington, D. C., $1.

2 The thousands of physical commodities produced by our industries and listed
separately by the Census of Manufactures as products differ among themselves with
respect to physical characteristics, although frequently the differences are very slight.
Physical differences between two census products are in some cases, indeed, so slight
as to make it doubtful that the products are significantly different in an economie
sense, one being so easily substituted for the other as to render them functionally homo-
geneous for all important valuation decisions. Itisimpossible to say just when a gap
in substitutability exists sufficient to warrant saying that two different physical things
are economically different products. The Census of Manufactures treats 100-percent-
wool blankets as a different product from 90-percent-wool blankets. Obviously the
functional economic difference here is not of the same order as that between either one
of these blanket products and a cast-iron radiator. In fact, it may not be so great as
the difference between two identical blankets sold under two different brand names
by means of two different advertising programs. In general, however, one is war-
ranted in assuming that census product differentiations do reflect in varying degrees
significant economic functional differences since they represent in large measure the
cumulative result of suggestions and requests made through the years by manufactur-
ers and their trade associations.

Since the Bureau of the Census is prohibited by Federal
statute from revealing the confidential data supplied by
reporting companies, the data for individual companies
and products are presented under symbols. While this
procedure undoubtedly reduces the news value of the
data, it still makes possible the presentation of sig-
nificant facts about the product structures of large
American manufacturing companies. Indeed, com-
parisons of these corporations in abstract product
symbols bring out structural similarities and differences
which might not be so apparent if attention were
directed to the concrete nature of the several product
structures.

Each of these 50 companies is a central office in the
meaning used by the Census; that is, each concern
operates more than one establishment or plant and the
production data from all are brought together and
reported from one central office. These may be holding
companies in which the subsidiaries operate on an
independent or semi-independent basis. In such cases,
the operating data of the subsidiaries are keyed to those
of the top holding company and the total manufacturing
operations are reported for the whole ownership interest.
The control over establishments is limited to those
which are owned outright or those of subsidiary com-
panies in cases where the majority of the voting stock is
controlled. There are undoubtedly some cases of
majority voting stock control not known to the Census
although the understatement is probably quite small.
Moreover, many situations obviously exist in which less
than majority voting stock is sufficient to give effective
working control to the compact minority owner. Inter-
locking directorates, common banking interests, well-
organized trade associations, and a variety of agree-
ments which are functionally of vast importance in a
study of conzentration of control are not measured in the
data presented here.

The Significance and Extent of the Operations of
the Largest 50 Companies

Before presenting the data on the individual product
structures of the largest 50 manufacturing corporations,
it is interesting to appraise the significance of these
giant corporations in over-all terms.

The Largest 50 Corporations Played an Important Role in the
Economy.

The role played by these 50 large companies in all

manufacturing may be reviewed and their significance
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appraised by an inspection of the material presented in
table 1. In order that the position held by the ‘‘largest
50’ among other large corporations may be examined,
similar data measuring the significance of the largest
100 and the largest 200 corporations are also presented.
The measures of over-all bigness of a relatively few
large corporations as presented in this table make
possible a quantitative evaluation of their significance
in a manner which has not heretofore been possible.

Although the largest 50 corporations controlled only
2 percent of all establishments in manufacturing, they
employed 16 percent of all wage earners, paid 21 percent
of the wage bill, and their aggregate output was 28
percent of the total value of products in all manufac-
turing in 1937. These 50 companies, of course, were
not active in the production of all the different manu-
factured products. 1If the comparison is limited to the
products actually manufactured by them, their value
output made up 38 percent of this adjusted total.

By comparison, the largest 200 corporations con-
trolled 3.2 percent of all manufacturing establishments,
employed 26.3 percent of all wage earners in manu-
facturing, paid 32.8 percent of the wage bill, and
accounted for 41.0 percent of the total value of all
manufactured products.

Among these 50 giant corporations there was a wide
range in the degree of bigness. The largest of the 50
had a value output approximately 20 times that of the
50th company in the array. Some idea of the relative
size of these 50 as compared with the largest 100 and
200 corporations is afforded by the fact that the total
value output of the largest corporation was approxi-
mately 40 times that of the 100th company, and 80
times that of the 200th company.

The Operations of the Largest 50 Companies Were
Concentrated in a Few General Lines.

The activities of these 50 manufacturing companies
tended to be much more heavily concentrated in certain
general lines of activity or in certain census industry
groups than in others. On the basis of their predom-
inant activity (measured by value of products), 10 of
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the 50 companies were classified in the iron and steel
group, 7 in the food and kindred products group, 7 in
the products of petroleum and coal group, 5 in the trans-
portation group, and 4 each in the chemicals group, the
nonferrous metals group, and the machinery group.
This concentration in certain industry groups points to
the conclusion that something in the nature of the prod-
ucts or in the technology under which they were pro-
duced probably was conducive to mass production. It
also suggests the possibility that these giant corpora-
tions found some of their competition within the ranks
of the 50 companies themselves.

These 50 companies taken together manufactured
2,043 distinet census products. Obviously, several of the
companies may have participated in the manufacture
of any one of these products. Actually, 13 of the 50
companies were active in the manufacture of four prod-
ucts. By far the greater proportion of the products,
however, had only one among the 50 companies active
in their production. Specifically, about half of the
products were produced by only one among the 50
companies, 25 percent of the products were produced by
two companies, a little more than 10 percent by three
companies, and the remaining products by four com-
panies or more.

The operations of these 50 companies were spread
over many industries, but the extent of their activities
varied widely. One of the companies actually manu-
factured products which were classified in 39 census
industries, while, at the other extreme, one company
operated in only two industries, For a more typical
measure, 27 of the 50 companies manufactured products
classified in 10 industries or more.

The distribution of the 50 companies according to the
number of establishments or plants operated per com-
pany gives further evidence of the wide range in the
extent of their operations. Three of the companies
operated only 7 establishments each, while one com-
pany operated 497 establishments. Almost half of the

companies operated 25 or fewer establishments and only
16 companies operated more than 50 establishments,

Table 1.—Importance of the Largest 50, the Largest 100, and the Largest 200 Manufacturing Companies, 1937

Largest 50 companies | Largest 100 companies | Largest 200 companies
: All manu- Percent Percent Percent
Measures of importance facturing of all of all of all
Amount manu- Amount manu- Amount manu-
factur- factur- factur-
ing ing ing
Number of COnCEINS . _ . et c e e e e —e—m—————————— 1146, 720 50 0.03 100 0.1 200 0.1
Number of establishments .. cieieaaa 166, 794 2, 869 L7 4,057 2.4 5,411 3.2
‘Wage earners:
Average number fer the year__ _. ... 8, 569, 231 1, 390, 503 16.2 1,780, 951 20.8 2, 255, 725 26.3
‘Wages paid (thousands of dolars) . . . ..ot 10, 112, 883 2,155, 038 21.3 2, 688, 482 26.6 3, 318, 147 32.8
Salaried employees:
Average number for the year. .. ... 1,217,171 189, 354 15.6 234,912 19.3 300,474 24.7
Salaries paid (thousands of A0)ars) . . oo oo oo e 2, 716, 866 425, 939 15.7 525, 861 19.4 667, 565 24.6
Value of products (thousands of dolars)___________________ 60, 712, 872 16, 805, 135 27.7 20, 845, 673 34.3 24, 886, 973 41,0
Cost of materials, fuels, energy, ete. (thousands of dollars) 35, 539, 333 11,719, 824 33.0 14 302 891 40.2 16, 567, 159 46.6
Value added by manufacture (thousands of dollars) ... ... ... 25,173, 539 5, 085, 309 20.2 , 782 26.0 8,139, 814 32.3

¥This figure represents the difference between the total number of manufacturing establishments and the number of establishments operated by central-office companies
plus the number of central-office companies. There were 5,625 central-office concerns active in manufacturing in 1937 and these multi-plant companies operated 25,699 estab-

lishments.
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The number of products manufactured by each of the
50 companies also varied within a wide range. One of
the companies produced only 6 products, while, at the
other extreme, one company manufactured 302 separate
products. Between these limits, the companies tended
to cluster at the lower end of the range. Approximately
three-fourths of the companies manufactured fewer
than 100 products.

In general, there was a tendency for the concerns to
organize their activity in such a manner that only a
few products were manufactured in each particular
establishment—actually, there were five or less prod-
ucts manufactured in 75 percent of the establishments
and almost 90 percent of the establishments produced
fewer than 11 products.

The Importance to the Individual Company of
Each Product Manufactured

The analysis of the individual product structures of
these 50 large manufacturing corporations is based on
two measures of the significance of each product.
First, the importance of an individual product to each
company is measured in terms of the contribution that
product made to the total value of the company’s
output; and, second, the importance of each company’s
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Figure 8.~Number of Products Manufactured by Each of the Largest
Fifty Manufacturing Companies, 1937 (U. S. Department of Commerce).

output of an individual product is measured in terms
of the proportion which that output was of the total

SURVEY OF CURRENT BUSINESS

May 1941

United States value of the product. In this section, the
analysis of the product structures of the 50 companies
is based on the data derived from the first measure.
Majority of Products Made Small Contribution to Total

Company Output.

These 50 companies manufactured a total of 4,085
products (table 2). This does not mean that the com-
panies manufactured 4,085 distinct and separate prod-
ucts. It only represents a cumulation of the number of
products manufactured by each company.® Of this
total, there were 1,472 products, or 36 percent, which
accounted individually for less than 0.1 percent of the
total output of each company. Furthermore, there
were 1,929 products which accounted for 0.1-1.0 per-
cent of any company’s total. In other words, 83.3 per-
cent of all the products manufactured by these 50
companies accounted individually for 1 percent or less
of a company’s total output and 94.7 percent of the
total number of products manufactured accounted indi-
vidually for 5 percent or less of any company’s output.

3 Products in this sense may be referred to as instances of production. Since the
same census product may be made by more than one company, this amount (4,085)
is larger than the number of different census products made by the 50 companies. If
all duplications are removed, it is found that these companies, in total, made 2,013
different census products. For purposes of analyzing the product structures of indi-
vidual companies every product must be included regardless of whether or not the
same product was made by one or more other companies among the 50,
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Figure 9.—Percentage Contribution of Individual Products to the Total
Value of Products of Each of the Largest Fifty Manufacturing Com-
panies, 1937 (U. S. Department of Commerce).

NotE.—The number of products grouped in the right-hand portion of each bar
accounted individually for less than one-half of one percent of the company’s total
value of products.
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There were only 4 products from the whole list which
individually accounted for more than 75 percent of a
single company’s value output,

Although the products which separately accounted
for a small proportion of each company’s total output
represented the majority of the number of each com-
pany’s products, they made up, even in the aggregate,
only a small percentage of the total value of products
of the individual companies. The relative variation in
the number of products manufactured per company is
shown in figure 8, while the proportion of the total value
output for each company accounted for by the major
product is shown graphically in figure 9. By inspecting
these charts together a visual comparison of the per-
centage contribution of each product to the company
total and the absolute number of products per company
may be obtained. From figure 9 the relative signifi-
cance of the aggregate values of the minor produects
discussed in the preceding paragraph may be seen.
Only in company “S,” which produced the largest
number of products, 302, did the aggregate value of
minor products amount to more than 20 percent of the
company’s total value of products.* For the majority
of the companies, the aggregate value of these products
was less than 5 percent of the company’s total.

Table 2.—Distribution of All Products Manufactured by the

Largest 50 Companies According to the Proportion of the

Company’s Total OQutput Accounted for by Each Product,
1937

Cumulative | Number of
Percent of company’s total | Number of | Percent of :

value of products products | products %e:ﬁggg r%%l?eg:;lfl;eefl

Total. .o 4,085 100.0 | iiiaas
Lessthan0.1_______.__..____ 1,472 36.0 36.0 49
Q01to 1.0 ... ... 1,929 47.3 83.3 50
L1t02.0 . ... 242 5.9 89.2 43
2,110 3.0 113 2.8 92.0 41
3.1t04.0__. 66 1.6 93.6 29
4.1t05.0 . 46 1.1 94.7 30
0.1t0 5.0 2,395 58.7 94.7 50
5.11010.0.__. 99 2.9 97.6 45
10.1t0 15.0.___ 40 1.0 98.6 26
15.1 to 20.0. 17 .4 99.0 13
20,1 to 25.0. 10 .2 99,2 10
25.1 to 30.0_ ] .1 99.3 6
30.1 to 35.0_ 6 .1 99.4 6
35.1 to 40.0- 4 .1 99.5 4
40.1 10 45.0____ 2 .1 99.6 2
45.1 to 50.0.__. 3 .1 99.7 3
50.1 to 55.0. 1 ) 99.7 1
55.1 t0 60.0____ 4 .1 99.8 4
60.1 to 65.0_. 2 .1 99.9 2
65.1 to 70.0. 0 .0 99,9 0
70.1 to 75.0_ 0 .0 99.9 0
75.1t0 80.0____ 1 O] 99.9 1
80.1 to 85.0. 3 .1 100.0 3

t Less than ¥o of 1 percent.

Output of a Few Leading Products Made Up Large Portion of

Each Company’s Production.

Turning now to an examination of the contribution of
the major products of each company, we sce the ten-
dency for a few products to account for a large propor-
tion of the total value of each company’s output. The
length of the solid horizontal bars in figure 9 indicates

¢ Throughout the text and figures, the identity 6f each company is indicated by the
same code letter. The assignment of letters was not related in any way to a particular
company characteristic.
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the percentage contribution of the most important prod-
uct (valuewise) to each company and the subsequent
sections of each bar indicate the contribution of each
succeeding product in order of importance. At one
extreme, the most important product of company “S”
accounted for 8.4 percent of the total output of that
company, while, at the other extreme, the most im-
portant product of company “AdJ’’ accounted for 84.6
percent of the total value output of that company.

Between these extremes there was considerable
variation among the individual companies, but, in
general, a rather broad inverse relation existed between
the number of products manufactured by a company
and the contribution of the leading product to the
company’s total value output.

To summarize the material presented in this section,
the largest 50 manufacturing companies were engaged
in the production of many products. The majority of
these products, taken individually, made relatively
small contributions percentagewise to the total value of
products of the companies. On the other hand, the
major portion of the total value of products of these
companies was accounted for by the value contribution
of relatively few products. In some of the companies
these major products were undoubtedly related in the
sense that they were joint products, by-products, or
successive products in an integrated organization, but
in the product structures of other companies, there was
probably no functional relation among the major
products.

Importance of Each Company’s Output of an
Individual Product in the Total Domestic Pro-
duction of That Product

In describing the product structures of these 50
companies in the preceding section, it was seen that the
total value output of each company resulted from the
production of many products. In this section, the
output of each product of each company is measured
against the total United States output of that product.
The data presented will help to clarify the relationship
between bigness and concentration in the control of the
production of individual products.

The product data are computed on a national basis,
and the output of a given product by an individual
company represents the aggregate production of that
product in the various plants operated by the concern.
To the extent the market for any particular product
was not national in scope the measure of concentration
of control developed here understates the true situation.
A market is defined geographically by the area over
which sellers compete and, when this area is reduced by
transportation costs or difficulties of communication
among potential sellers and buyers, the number of com-
petitors is reduced and the degree of concentration cor-
respondingly increased. In other words, the bigness
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or smallness of a concern for price analysis must be
measured in terms of the size of the markets for its
separate products. The local gristmill of frontier days,
although extremely small in terms of the volume of its
output, presumably was much larger relative to the
size of its market than the big flour milling concern of
today, selling on a national basis. It is believed, how-
ever, that this limitation is not particularly important.
For these large corporations to attain their size, the
major products manufactured by them must ipso facto
be products for which there is an enormous mass
demand derived from a large part of the population.
The Concentration Percentages 5 of Products Varied Widely.
The data which show the range of the importance in
the United States of the products manufactured by
these 50 companies cover wide differences in the actual
proportions of the national totals accounted for by each
company. Forty-three percent of the number of
products were items in which the companies individually
manufactured 5 percent or less of the total value of each
product. The distribution of products over the entire
range of concentration may be obtained from the data
presented in table 3. Although not shown in the table,
the concentration percentages for 157 of the products
were less than 0.1 percent. If each of the largest 50
manufacturing companies is examined separately, it is
seen, then, that a large percentage of the number of
products were items in which the companies were small
producers.
Table 3.—Distribution of the Number and Value of Products

Manufactured by the Largest 50 Companies by Concentra-
tion Classes, 1937

Number of products Value of products Num-
Concentration ber of
class ! (percent of compa-
United States per. |Cumu-| Total Per- | Qumu-i nies
total) Total | cont lative | (thousands cent lative | repre-
percent | of dollars) percent | sented
Total ___.__.. 4,085 | 100.0 [.._..___ 16, 805, 135 100.0 oo -
43.0 43.0 | 1,052,671 6.3 6.3 49
14.8 57.8 2,252, 411 13.4 19.7 48
8.9 66.7 1,419, 701 8.4 28.1 47
6.6 73.3 | 1,796,446 10.7 38.8 46
5.5 78.8 | 2,173,560 12.9 51,7 40
4.1 82.9 1,788,431 10.6 62.3 37
3.0 85.9 | 1,080,319 6.4 68.7 29
35.11t040.0__. 89 2.2 88.1 1,227, 691 7.3 76.0 24
40.1 to 45.0.._ 88 2.2 90.3 958, 016 5.7 817 29
45.1t050.0.__._.... 79 1.9 92.2 3 3.0 84.7 26
50.1t0 55.0_._..__._ 46 L1 93.3 348, 568 2.1 86.8 16
55.1t060.0________ 39 1.0 94.3 481, 902 2.9 89.7 18
60.1t065.0.________ 43 1.1 95.4 670, 522 4.0 93.7 18
65.1t070.0___._.._. 30 .7 96.1 172, 263 1.0 94.7 18
70.1 to 75.0 - 17 .4 96. 5 53, 680 .3 95.0 12
75.1 to 80. 32 .8 97.3 464, 768 2.8 97.8 10
80.1 to 85. 13 .3 97.6 26. 198 .2 98.0 9
85.1 to 90. 26 .6 98.2 206, 374 1.2 99. 2 15
90.1t0 95.0_ . 17 .4 98,6 37,307 .2 90.4 11
95.1t0 100.0___.___. 59 1.4 100.0 89, 704 .61 100.0 20

1 For ease in analysis, the various concentration percentages have been grouped
into 5-percent intervals, and in this and in the following table, these groupings are
called concentration classes.

Forty-nine of the fifty companies manufactured at
least one product in which the output of the company
was less than 5.1 percent of the United States total.
For the remaining company, the least important product

5 The relation between a company’s output of a product and the total United States
production of that product has been expressed in percentage form and, throughout the
remaining portion of the analysis, thisratio is referred to as the concentration percentage
of a product.
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accounted for 9.3 percent of the total value for that
product. On the other hand, the output of products
with the highest concentration ranged from 12.9 percent
of the domestic total in the case of one company to 100
percent of the total in the case of 13 other companies.
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Figure 10.—Percentage Distribution of the Number of Products of Each
of the Largest Fifty Manufacturing Companies by United States Con-
centration Classes, 1937 (U. S. Department of Commerce).

In other words, these 13 companies each produced at
least one product in which they accounted for the entire
output. Itisinteresting to note that 7 companies man-
ufactured no product in which their output made up
more than 25 percent of the total domestic production.

In the upper concentration range, there were 