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CURRENT-ASSETS-TO-CUI1:nrT-LI AIII L I'I ES 
(Current. i,.itio) 

"a number to one" (not pcrccntagic)Table lz R,tio expre!;sed as 

S i z 	 1l 1,trid3 ('1.;;i fic,.t ion 
M. t.1I Other

All Illa 1ee Chemicals Hull- Food,Medium 
l.'i FirIn; & SinaI 1 m II -! 1I('l ,'1, ; P roduct (A!;; rrdbly) 

1.' i-i ______ 1.I i) ; .I " i O __" __, 

11.A. 11.A.(4) 5. ') I. A.1960 (12) 5"..-21 5) 4.6! ( 7) 5.59 

3.6 .ij 2.41 2.1. 	 3.:7 

1963 (14) s (6) 140 (8) 4.99 5) . I	 1\ 
2. 2f 1. 2.A 11.A3.C	 s313 it1.4 0 _ i ,: 1 . 1 0 

3.50 i0.
 
1965 (18) 3. , 0.1W (12) 3.5 N.A. N.A. N.A. (8) 	

4.IA.
23 :1- (12)

I.32 ._ 1.45.7 

5)5 ' ) (11 2 . 9.1. 
1 6( (17) 3.01 (22) 4.09 (10) 2. 99 	 3 .. 11 1 . 7 3 .-13 ) 632.37. 41) 1 , IM 2 .6 7 2 . 4 3 3 . ' 

1.0 t1.30 1.14 1.63 .52 1 .81 

1967 (22) 4.35 
2.42 
1.;4 

(9) 5.59 
2.5)0 
1.613 

(13) 3.00 
2.33 
1.59 

f 

L 
'1).9-
2, 
1 

N.A. N.A. (11) 2.70 
1.75 
1. 53 

9. i 

2. 

1968 (21.) 5.34 
1.92 
1.56 

(11) 1.30 
2.43 
1.63 

(13) 2.60 
1.00 
1.44 

f ) 

L 
2.6,1] 
1.801 

N.A. W.A. (12) 2.76 
1. 70 
i. 55 

t5)
1 

13. G 
510, 
i. 331 

1909 (39) 

.91 

(.123) Z.91 
I111.50 

.9,1 

(16) 2. 3Q 
.. ,11 
.42 

(7) 2.92 
1.39) 

.9 

( 
L 

) 1.71 
.)3 

0.o) 

N.A. (18) 2.03 
1.13 

. 18 

(7) 2.52 
1.02 

.87 

1970 (43) ,.17 

.1 

(27) S.0').121.,1 

.8o 

(10) 2..11. .11. 

.30 

732) 

.58 L 
- 1.,1 .t81. N.A. (18) 3003S 

.35 

(8) 2. 22. 0.1 

.35 

1971 (42) 3.1S 
1.17. 4, 

(20) 3.15 
1.22.4 , ). 

(10) 3.23 
1.097 

(8) 1. 
1.10.41 

,) I s.5L1l 0. ) 
N.A. (18) 3.t)2 

.,133S 
(9) 3.o7 

2.63.29 

7 N.A. (18) 2.92 (10) 2.07
1972 (43) 2.39 (29) 2.17 (14) 2.72 (8) 1.,1 ) 1.0 

1.20 1.15 ".,3 .90 1.01 1.78 1.40 

.(2 .03 .15 .29LL (-1] .12 .56 

5) 	 (13) 2.6,3(42) 2.70 (30) 2.49 (12) 1.39 (9) 1.52 .N.A. 	 (8) 2.681973 
1..8 1.44 . 43 1. 20 1.02 

. 8 .87 0 .69 L 0.6) .34 .73 
1.30 

N.A. N(,t Avli lhl' 

* 	 I j '(1 Ilut iivqat-i v: wolkrn i' I cap Ltal aiid ratio values. See 

p~iw 14 Im ,I c(olmpletA ,xPl,mation. 

are enclosed in brackets.SC page 13 [01 Mn cxplanation of what figures 



CURRENT-LIABILITI ES --TO -NET-WORTIl 

Table 2: (percentages) 

I mu:;t ri ,iCI e i ic, It 	 i(lSize 
All Large Medium Chemicals Non- I,oo., t. ,,- Ott1er 

& Small ta I vttt'ch102; (A:;;ombly)Firms Firms 	 1t,1C C I' odi' 
_ 	 I ,'a' , 'il .. . . . iirm'-n; j ..... .	 r l) I. 

334 3 (7) 	 570 q(o1 N.A. 1) A. N.A.1960 (12) 	 40 9: (0 20)1 0 

16 _J 1 2 ! 

1963 (14) 134 ~) 37 (8) 	 NA .. NA 

31 142 

N.A. N.A. (8) 139 )lJ­1965 (17) 	 94 6) 141 (11) 09 N.A.
701 3353 

2724 _ J 20 

R11 (20) 91 N.A. 4- ,12,)
1966 (37) (17)I101 (10) 130 	 4 9 ]0o 2 ­

111) ') 	 4 1) 5 7 11.11 .| 1' 

]Il 37
:30 40 	 2I 3 5 

76 (11) 140 f(4) 21, N.A. N.A. (1.) 1 ,i1967 (20) 117 (9) 
40 40 39 )11 .16 3', 

1U 21 	 16 .J1 24 _ 

1968 (21) 	 70 (11) 77 (10) 120 () 1"6 N.A. N.A. (11) Bo ) 6o 
5351 47 	 52 75 

5o010 .18 
28 0_Jj 23 23 4 

) 1 ] ) 237 (18) 0t (9) 9
1970 (49) 9S (30) 08 (19) 22 (11) 9,0 

53 48 	 (3 0, I , I '1i 3) 

22 41 	 L 1 L 4 3-' Z32 3 2 
1971 (41) 9 (2S) 78 (16) 14L (8) 1 N.A. (17) 109 (1;) 104K)

41 	 8.1 4l 31 
21 19

25 29 	 Is 40 

N.A. (17) 	 78 10) 70
1972 (42) U(6 (28) 17 (14) 109 (8) [,05)

48 5557	 3.1 7,.,5331. 

21 02 L 1-1 2,1 32 
48 

29 33 

1973 (44) 81 (31) 8( (13) 8i; (9) 129 j5) N.A. (18) 89 (10) 105 
00 55 (7 	 .128 04

59 
S9 L 2 27 31

32 32 3( 

N.A. - Not Available 

* 	 Indicaten negative working capital and ratio values. See
 

page 14 for a complete explanation.
 

[ See page 13 	 for an explanation of what figures are enclosed in'brackets. 



Total-Liabili ties-to-Net-Worth 

Table 3: (percentalges) 

FI -i - j; IItlz(:;t:trI_1 , ; i- i ' i( ,l 

At I.dir ' 1 ,M iur Coiit C ,t - " ,i ,I h I I ( t e r 

All 13 123ol37
 

N.A. 	 N.A.
1960 (12) 	33.1 () 3 ' (7) 93 f) 430 N.A. 5) 190j 


1, 1 ,13)I 123 31 
 1 
4 3 11 5so %-	 _ ,4_.1 

1963 (14) 	 304 )4 6 () (8) 230 4N.A.58 N...A 
122 17';I 127 166 	 25 

')4 	 ( 70 r 37 

15A (11) 121 N.A. N.A. N.A. (B) 154 [) 5
1965 (16) 	 137 (7) 

12 	 ,1
112 127 62 

33
40 119 21 


(37) 1,10 (17) 1613 (20) 137 (10) 275 N.A. 45 (12) 13 F1966 	 ()­97 72 12,1 13,1III 1 L30 1J ,7682 	 419 	 41 


1967 (20) 1)) (9)1 (11) - 37", N.A. N.A. (31) .- "1 1, 	 181 )
91 W 46 16 -.)] 	 10(.1 5.4 

31. 47 19 7 	 33 

1968 (22) 102 (12) 102 (10) 159 ) 91 N.A. N.A. (11) 102
 

76 76 70 
 811 	 51 
30 391 	 2 L._ 2134 29 


L
304 	 (19 (51) 1!8 1 (28) Itt1-20 (23) I153 (11) 11.11,3 ) r ( (18)]) 8.0 (12) 1087o0 

3. 	 0 2, 40 ... 0 27 

il 16 (9) 2
1470 (4 	 1 "I 3o(3) 13 S (19) 101 (11) 11 s FI [0~~~ 

S41i1) I00 9 2 9 2 ,I 1 
42 21'1, 68 21 L) 	 ,) 

(8) 191 F 1 N.A. (17) 13. (9) 117 
1971 (41) 	 1:'. (2S) 1 .4 (10) 183 1128! ,,510 [ 	 88 91 

422 14 2 39 19 

15 ,' 2311 ) 1 1 N.A. (17) (10) 150
1972 (42) 	 141 (28) t58 (14) 131 (8) 

0971384 105 '11 137 
1 	 37 31 

37 49 24 41 


N.A. (18) 179 (10) 1771973 (44) 	 1,40 (31) 140 (13) 132 (9) 100 ) 
05 59

9o 115 51 120 02 
44 3334 2039 57 29 

N.A. - Not Available 

ratio values. See
* 	 Indicates; negative working capital and 


page 14 for a complete explanation.
 

[ ] See pagc 	13 for -inexplanation of what figures are enclosed in brackets. 



Inventory- to-Working-Capi tal
 

Table 4: (percentages)
 

S i z e I n d :tr .I ('Ip; ;;j ) , Io n 

All Larrje F, l iun Chemicals Non- lT'od, RoI,t I hr 

Firms Firm- & S1;m.1 mt - Iit Dc r,.t,(:; ( ;embly)lt'V Prodlct; 
______ l.'__i nmf ________ M iili,11:;ner ._______ 

1960 (12) * *(7) A , N.A. A N.A. N.A. 

74 69 
7 	 7 

1963 (14) ]]0 (8) 109 * N.A. * N.A. N.A. 
,17 30 
1.2 	 3 

1965 (18) 2(0 	 (12) 221 N.A. N.A. N.A. (8) 2 
22
90 	 119 L.
9O 


53 49 	 69 

1301 (10) 109 (5) 8i1 * (12) * ) 

92 97 02 B0 20 122 9 
1966 (39) 161 (17) 636 (22) 

56
47 50 9 

1967 (23) 134 (19) 119 (13) 103 F)337 N.A. N.A. (11) 2:639 s' 
81 GB 103 I 11126 645~ 
33 410 6 L55ii 

1960 (24) 94 (11) 117 (13) 106 * N.A. N.A. (13) 118 1 a4!L90 L 3
79 83 81 

60 65 67 	 70 46 

* N A. N.A. (18) * (8) A1,969 (39) A (23) A (16) * (7) 

226 J74 27 208
2 21194 

98 84 107 107 4 1 

1970 (43) * (27) * (16) (9) * 1 ) 1 N.A. (18) * (8) 
172 160 182 2)5 291 	 106 171 
111 9.1 112 78 L 21 	 78 9 1 

N.A. N.A. (18) * (9) * 1971 (42) * (27) * (16) * (8) * 

330 2941 24t4 2404 Z710 110
 
111 97 111 133 	 101 97 

* * * N.A. N.A. (18) * (10) A1972 (43) (14) (8) 
312 312 255) 1,14 201 

96105 113 83 202 	 71 

* *1973 (42) * (30) * (12) (9) N.A. N.A. (18) A (8) A 

232 179 3,16 2242 	 108 178 
59 107113 97 130 149 

N.A. - Not Available
 

* 	 Indicate:; negative working capital and ratio values. See
 

pay(e 14 for a complete explanation.
 

f 3 Sce page 13 for an explanation of what figures are enclosed in brackets. 



Accounts-Receivables -to-Working-Capital1
 

Table 5: (percentagces) 

_ _ __Indu;trial Clzcs;ification 
All Lirqe Medium Chemicals Non- Food, Metal Other 
Firms Firms t, :;rai1 metalic evurags Products (Assembly) 

F i rms 	 Minerals & Tobacco 

1960 (11) * (7) * N.A. * N.A. N.A. 
51 50 
17 17 

1963 (14) 130 (8) 125 N.A. * N.A. N.A. 
114 84 
35 41 

1965 (1 362 	 (12) 97 N.A. N.A. N.A. (8) 220 51)

713 64 	 60 ] ._0I

31 	 23 19 

1966 (39) 1119 (17) 379 (22) 167 (10) 208 )60 *1 (12) * )1431
H7 94 84 74 19 90 90 
44, 58 40 40 3-d 

1967 (23) 182 
I 

(0)
08 

131
2 

(13) 143 
t4 

F) 13;]
2 5 f, 

N.A. N.A. (11) 1,.1
8 3 [ 

8 
5 -0 

3454 40d(a 

1960 (24) 134 (11) 124 (13) 208 "1"A. N.A. (12) 15) 731 
112 73 117 116 51 

56 31 63 67 30J 

1969 (39) * (23) * (10) * (7) * N.A. N.A. 18) * (7) * 
217 122 207 240 220 141 

90 82 114 52 110 82 

(9) * [5) *N.A. (18) * ()1970 (43) 182* (27) 100* (16) 20S* 146 L 459 205 172 

84 77 108 92 16 109 41 

1971 (42) * (20) * (10) A (9) * N.A. N.A. (18) * (9) A 
324 324 303 4011 3O6 174 

9S 60 117 48 113 52 

1972 (43) * (2)) * (14) A (8) * N.A. N.A. (18) * (10) * 
42) 579 245 * 204 180 

(108 93 117 237 I1l 02 

1973 (42) (30) * (12) * (9) * N.A. N.A. (18) A (8) * 
210 440 3338 345 162 

119 10 0 218 192 110 64 

] ; , l r" ,a d;rrition of what figures are enclosed in brackets 
11. A. N, t A .v.ki Il l. 
• lnuliel,'; ,-lt ,e raitios due to negative working capital. See page iq for a complete discussion. 

.	 Notl. thIL LIhL, datC reque:;ted was "accounts receivable". In the majority of cases it is most 
l ikely equal to the total of all receivables. 



Long-Torm-Liabilities- to-Working-capital
 

Table 6: (percentages)
 

S i ze 	 Indu11 tr' 1. Cllu;s i fic-ation 

All Lairge Medium Chemicals 	 Non- 1o,0d, M I., I Other 
nmotali- 11, 1.'. j(.!; P Iod ict' (A!;:;uembly)Firm:; l'irms 	 & ;mall 


Pii,, n'i)bbs' I .r 


19Lu0 (12) 169i 5 10)] (7) 220 *N.A. 	 () 19 N. A. N.A. 

53 	 30K
 

1963 (14) 112 	 * (8) 125 N.A. F)7 " N.A. N.A. 
69 69 

10 35 0 

1965 (17) 82 * (11) 50 N.A. N.A. N.A. (8) 	 99 (-) 93 
3H if 3 3B 	 30 

3 	 0 0 

1966 (37) 	 9"2 (17) 120 (20) 67 (10) ili N.A. (12) 127 ,I(t) '-1 
4,1 67 8 61 6.1 1,)' 

0 13 3 	 !.0 	 ) 

1967 (20) 710 (9) 94 (11) 5 2] N.A. N.A. (11) 11: 3 

25 40A 0 10l~1 
0 25 0 2-11 0 

1968 (21) 30 (11)42 (10)66 - 1,1. N.A. N.A. (11) 	 73 3 

o 21 	 0. L_ 1 
(18) (7)N.A. N.A. 	 ( 188

19*9 (39) * (23) . 16) * (7) 	 159 
125 2711)2 101 125 73 

I5 31 	 1 0 33 3 

N.A. N.A. (17) * (8) 191
1971 (41) 900 (20) * (15) 307 (8) 122 

25o 268 224 43 57 
41 0

12 28 0 0 

030 5) ] N.A. (17) (9)
1971 (40) (2S) * (15) * (7) 

1 	 3277 18148 135 197 111 
18 19 3 04SK ". 45 3 

(7) * N.A. N.A. (17) * (10) * ** *1972 (41) (28) (13) 
141 187 33 1'll 	 215 31 

19 015 19 ( 0 

N.A. N.A. (18) * (8) * 
1973 (41) * (29) * (12) A (8) * 

153 148105 105 	 344 90 
30 2130 35 	 23 0 

N.A. " Not Available
 

* 	 Indicates negative working capital and ratio values. See
 

page 14 for a complete explanation.
 

J] See p;i!c 13 for an explanation of what figures are enclosed in brackets. 



Before-Tax-Net-Profit-to-Net-Worth
 

Table 7: (per -ntages)
 

Size Industrial Classification
 
Other
Large Medium Chemicals Non- Food, Metal
All 


metalic Beverages 	 Products (Assembly)
Firms Fir-s 	 & Small 

Firms 
 Minerals & Tobacco
 

9 N.A. N.A. 21) N.A. N.A.ir
t/)37]
1960 (9) 15 

(12)22 T4) 23 (8) 22 4) 251 N.A. ) 21 N.A. N.A.
1963 	 7 7 i51
 

3 1 	 (-L) 7 (-a)] 

1965 (15)1") 32. (9) 22 N.A. N.A. N.A. (7) 4 ) 
196 f1 22, J 

(-14)
. 0 (-7) 


1966 (31) 1) (14) 19 (17) 20 (7) 21 N.A. f) 397 (10) 12 [6) 

14 	 L4 j-~ (-5 ]2Lii1112 	 10.5 
6.5 (-7) 7-

N.A.
1967 (17):1 (9) 24 (8) 29 	 N.A. N.A. (9) 12 

8 	 12 11.2 	 13 
8 12 (-4) 2.5 _ 

1968 (10)24.5 (11) 23 (7) 2& N.A, N.A. N.A. (9) 11.5 ()
 
710.5 12 6 

4 .5 6 (-0).5 

1969 (48) 	 20 (27) 28 (21) 22.S (10) 31) ) 35 318) 
I 1L.5 10 9 391 11 10 10 

7 8 1 s 129] - J (-4) 8 

(29) 27 (19) 14 (11) 	 4 10,-17) ( 18 (9) 2k1970 (48) 	 2Z3 722 Ij	 1111 17 10 11 	 10 

S0 	 2 10 7J (-23 I 

1971 (41) 	 25 18 (8) 14 V) 431 N.A. (17) 22 (9) is 
9 12,9 8. 8. 8j

33 s (-3) (-3) 2 9 

47] N.A. (17) 19 (10) 24
1972 (42) 	 21 (28) 27.8 (14) 17 (8) 20 

14
201 	 810.4 11.3 7 6 

5.0 6.1 4.2 2 ,(-0.6)_ 	 3 8 

1973 (44) 	 23.o (31) 28.1 (13) 20.4 (9) 27 48 N.A. (18) 22 (10) 20 
15 1913.8 13.2 16.4 12 23 

9.7 10.7 4. 2 l 11 	 7 12.5 

N.A. - Not Available
 

* 	 Indicates negative working capital and ratio values. See
 

page 14 for a complete explanation.
 

S p;p,,c 13 [or an explanation of what figures are enclosed in hrackets. 



Net-Sales-to-Fixed-Assets
 

Table 8: Ratio expressed as "a number to one" (not percent-age!;) 

Size Indu-trial C]ls;ific.tion 
All Large Medium Chemicals Non- Food, Mcta1 Other 
Firms Firms & Small metalic Ucvera.ne P roduct!; (A;;scmbly) 

Firms; 	 Minerals & Tohicco 

5) 	 1 9 .L1960 (12) 6.]0 ) 7.. 2.639 .5_95 N.A. 	 N.A. N.A. 

1963 (15) 6.82 23.6 (9 7.94 ) 9.96,1 N.A. 33.00 N.A. N.A.3.17 7.0 3.17 4.8013 	 0
o Ll JK 13 3o1.[86 1.22 2.04 r 2 . 'i01 	 .2 

1.965 (18) 5.72 ) 4. 7-6 (12) 7.45 N.A. N.A. N.A. (8) 2.55 i ....) 
2.94 2.94 1.28 6.651.28 .413 i. 0 	 .4,1 _ 2. 8I] 

1966 (39) 8.43 (17) 5.54 (22) 8.04 (10) 8.55 N.A. I6) 62.09 (12) 3.00 (iG) 16.121 
3.52 3.52 3.66 4.96[ 	 19.22 2.5 7.1 
1.96 2.1.6 1.39 1.30 	 1.40J .0 2 

1967 (23) 6.01 (10) 5.08 (13) 7.32 8.50 N.A. N.A. (11) 3.50 ) 10 
3.43 3.66 2.91 4.92 	 2.5 6.77 
1.85 2.58 1.47 L *12 	 1.31 [ 3.P 

1968 (24) 6.71 (11) 5.25 (13) 9.25 8) 8.301 N.A. N.A. (12) 5.25 ( 10..5) 

3.30 3.30 5.46 5.19 	 2.48 6.79 
2.25 1.83 2.36 . 18 	 1.07 j 4.02 

1969 (53) 0.22 (28) o.3s (25) o.21 10) 11.80 7) 3.1) 23.5 1 9) 5.20 (12) 6.35 
3.73 3.45 3.67 5.33 2.10 9.371 2, 7-1 5.54 

. Ito 2.03 2.34 2.55 2.03 1 1.99 3.43 

1970 (51) (,.98 (31) 8.5, (20) 6.11 11) 16.93 )1 1 . ) ("0) 5.98 (9) ,.98 
3.84 3.12 4.00 4. 5- 2 1 l l 2.88 4. 37 
I.H 1.80) 1.44 2.09 L . 1.71 1.47 2.5o 

1971 (42) 5.88 (26) 7.79(16) 5.10 (8) 9.81 S) 2.279 N.A. (18) 5.2o (9) 7.21 
2.87 3.08 2.45 3. 70 1.9O 	 2. 63 4.67 
I.55 1.73 1.15 1.45 1.695 	 1.23 2.59 

1972 (43) 5.65 (29) 6.8o(14) 5.55 (8) 17.70 () 2.96 N.A. (18) 6.28 (10) 7.63 
3.18 3.11 3.44 4.18 L 2.37 	 3.27 4.022 12.08 2.11 1.18 1.32 L .	 1.33 2.82 

1973 (44) 7.02 (32) 7.79(12) 7.07 (9) 11.90 WS) 3. 1 N.A. (18) 7.09 (10) 8.38 
3.74 3.74 3.85 7.03 2. 	 3.54 5.01
 
2.21 2.68 1.03 2.69 2 .08 	 1.55 3.12 

N.A. - Not Available 

* 	 Indicates negative working capital and ratio values. See
 
page 14 for a complete explanation.
 

See page 13 for an explanation of what figures are enclosed in brackets.
 

http:Ucvera.ne


Net-Sales-to-Working-Capital
 

Table 9z Ratio expressed as "a number to one" (not percentage)
 

Size Industrial Classification
 
All Large Medium Chemicals Non- Food, Metal Other
 
Firms Firms & Small metalic Beverages Products (Assembly)
 

Firms Minerals & Tobacco
 

1960 (12) * (7) * N.A. * N.A. N.A. 
2.52 2.55
 
1.47 1.47
 

1963 (14) 7.93 (8) 5.40 N.A. * N.A. N.A. 
2.38 2.90
 
2.08 2.19
 

1965 (18) 8.15 (12) 8.93 * N.A. N.A. (8) * 3.1 

3.68 2.
3.29 3.27 

2.10 2.07 1.05 __ . 

3791966 (39) 7.94 (17) 31.07(22) 6. 79 (10) 17.1 35.~ (12) * 3; 
3.79 3.42 3.79 5.22 10.04 4.32 2.89
 
2.37 2.24 2.48 2.77 L 2 .10 2.25 1.62 

1967 (23) 4.91 (10) 4.94(13) 5.24 19. N.A. N.A. (11) 6.44 ) 2.
 
2.91 2.71 2.97 6 .13 4.05 2.32
 

2.10 1.85 1.86 .33 1.60 1.5 

1968 (24) 5.11 (11) 5.20(13) 4.98 * N.A. N.A. (12) 5.20 2.77 
,3.01 2.77 3.07 3.68 L 202 
2.23 2.18 2.27 2.18 1
 

1969 (39) * (23) * (1() A (7) * N.A. N.A. (18) * (7) * 

8.05 7.00 10. 15 12.32 8.57 7.00 
5.08 4.29 3.02 3.,344.29 3.00 

1970 (43) * (27) * (10) * (9) * 175) N.A. (18) * (8) * 
9.00 7.70 9.57 10.02 14.571 8.30 7.18 

5.2s 3.42 5.60 0.25 7.63 4.57 2.8S 

1971 (42) * (26) * (i0) * (8) * N.A. N.A. (18) * (9) * 
61.09 10.4110.22 15.07 70.41 5.78 

3.80 2. 834.31 3.90 5.78 8.5? 

1972 (43) * (29) *(14) A (8) ) ]N.A. (18) * (10) A 

15.32 11.57 *591 10.74 10.0)
14.03 

4.24 6.58 3.37 '3.44 8.1 3.29 2.90
 

1973 (42) * (30) * (12) * (9) • N.A. N.A. (18) * (8) 
12.37 11.14 17.47 95.54 13.25 8.60 

4.70 3.83 9.32 10.35 3. 76 3.13 

N.A. - Not Available 

* Indicates negative working capital anci ratio values. See 

page 14 for a complete explanation. 

S] S: e page 13 for an explanation of what figures are enclosed in brackets. 



Fixed-Assets-to-Net-Worth
 

Table 10: (percentages)
 

Size Industrial Cl]ansificatorx 

All Large Medium -hemicals Non- Food, Metel Other 

Fir1u I'irms & Sr 11 mot ; i c [BvtvtJg P odtLCtS (A!;:; ,TnbI y) 

Firms MineraL; & 'l .'ro . . . . . . . . 

631 N.A. -. 	 A. 11.A.1960 (11) ]6(, I (a (7) 0,16 64) 

46 62 rV 

1963 (JA) 130 16) 2041 (8) 93 () 2011 N.A. 24/1 N.A. N.A. 

79 1001 74 I 9I.041 
40 L 43 	 _5LJ 

1965 (18) 92 6 18-4] (12) 82 N.A. N.A. N.A. (8) 140 ) 5 
83 0154 87 52 

-12j
43 L 3J 42 	 53 

-,)
1966 (37) 110 (17) 116 (20) 111 (10) 112 N.A. 	 (12) 9 

80 

38 45 29 51 4 .l 

19C7 (20) 112 (9) 92 (11) 713 ( 19-j[ N.A. N.A. (11) lo i,) 4' 

77 82 43 86 


64 74 57 94 7 I 

29 27 4 :238 47j 

1968 (21) 84 (11) 74 (10) 103 1)3-C], N.A. N.A. (111) 71 ) ;) '-0 

7286!
-63 63 50 

28 37 24 ?36j 	 35 

1969 (50) 101 
66 

(28) 100 
85 

(22) 92 
52 

(10) 112 

74 
5) 113 

1 
5) (18) 95 

1 
(1,') 82 

3 
35 37 29 29 43 25 

1970 (48) 11o 
70 

(30) 110 
73 

(18) 171 
5 

(10) 122 
67 

j,) I 7 
"" 

-)
I 

2(-
s1147 

(18) 12 1 85 

30 28 33 30 1- 38 2 

1971 (40) 1(19 
70 
30 

(25) 110 
73 
39 

(15) 103 
84 
36 

(7) 135 
92 
62 

5 

[ 
I111 

,1,.) 

N.A. (17) 127 
81,1848 
35 

(9) 85 

21 

1972 (40) 110 
72 

(28) 117 
72 

(13) 124 
o63 

(7) 147 
92 

) 71 N.A. (17) 135 
07 

1 ) 90 
57 

33 38 31 66 4(, 32 20 

1973 (43) 101 
03 
41 

(31) 100 
63 
41 

(12) 115 
54 
30 

(8) 123 
68 
60 

J)75 
) 1 
40 

N.A. (18) 121 
02 
36 

(1) 92 
17 
24 

N.A. - Not Available 

* 	 Indicates negative working capital and ratio values. See 

page 14 for a complete explanation. 

]Ice page 13 for an explanation of what figures are enclosed in brackeLs.
 



1 

Collection Period
 

Table 	11: (days)
 

Size nd1;tri.l,1 Clil,; i fic,lt on 
OthrChemicals Non- Food, t 1

lirms Fi rrnAll Lare1' Medium& Sinal 1 	 nietaii:r 11.JvC:" ,ib 1'nroduc ts (A:; Icmhl y)
F.'i l' __I;_F__small_ incu-a ; o,.cc'o 

14[ N.A. 
, (7) 1 (4) 	 N.A.1 A. 

1960 (12) 1270 ) (,4 /70 62(,q 

, 1 	 I~43. 

-	 N.A.
170 7 N.A. F ) 1- 1 N.A. 

1963 (14) 1111 [(6) 7j (0) 

419G 	 27I] L Ai~ 
N.A. N.A. (8) 114 f) 16 .' 

(10) 	 116 114-) (12) 164 N.A. 

72 _ 4 66, 66 
1965 	 92392083 

127 14_1 76) 11,
72 	 7) (12) 95­"0 (22) (10) 72 9) 0 7-1 95 /• {(17) HO 10676 5,11966 (39) 

51 79JS,;4 4i7 	 L 2. 

N.A. (11) 179 
1967 (23)(2 Il;}}0 I) (10) 1'93 (13) 16298101 1(4) 160 - N.A. 	 110 ) U'?

1967) ) 
55 , 7 3 

(9 / :, 6 

170 - 1)N .3A. (11) 172 ) 3I(2420 	 120(24) 172 (11) 133 (13)1968 132 107 !i) 	 10l I 
80120 96 159 120 1 

05 80 86 L 56 	 0r 

19 133 (12) 111487 77 9 8 07 143U88 588 1 98 293 581969 	 ( 4 1 2,2 105 (2o) 7 134 (11) 101 10 

., 4 53 

10 F ) (20) 1.{, (9) 111 
10 l 1,11 (12)197. (31) 	 1o 3 827 m09 104 60 L194 S'18 954 

19Vl (43) 124 (20) 11(} (17) 140 (9) 125 F) i 7 N.A. (18) 159 (9) 1(279ii1 
79) 7,1 	 l111110 71 

L 	 {0
.2 5 0 94 47 	 3 

NA. (18) 15010) WS 
1972 (44) 130 (29) 118 (15) 138 (9) 133 	

1101 80
7 S18,1 81 103 	 61 7548 703 SS 75 

(18) 	 130 (101) 9 4 
(32) 97 (13) 123 (10) [ 5) 1,6 N.A.

1973 	 (4S) 1,07 
91 8074 101
8 "7 87 91 	 66L 	 87_ 70
04 1 74 39 

i I1 scri pLion of what figurcs are enclosed in brackets
1,, 


NW) Av i ildl,,
 
[ .' - I I. 

N.A. 	 sales ( i.e. net sales minus those 
I, . 1.';. w,P; u:;ed in calculaLing these ratios since credit 

Since most selling of these products is for credit at least until 
for I.a. 1unwvailable. credit 
th, , v, arrives, there is probably little discrepancy in using net sales as a proxy for 

saies. 



Net-Sales-to-Inventory 

Table 12: Ratio expressed as "a number to oie" (not percentaje) 

S i 1Td u ;t r j.-1 (' ,1: ! i f iC -It it' ll 

All krye MtCdiun Chcmlica I1; Non- F.ood, M I Ot htr 

Vi"I1 l: i l' l .1 . ]Ldl .i 

2.5l o. Ij IIi(-! : 
1960 (12 2 (7) 2fAN. )WA. N. NA 

1963 (14) 26 25.'3I (8) 31 [p) 27.) N.A. ) 12._1 N.A. N.A. 

1965 (1.) 5 ..5 (12 ) 10 N .A . N . ,. N .A . -(,) 161).. "1 

2 _ 2.4 ] .4 1.3 . 1.. 

1966 (40) 13 
4.5 

(10) 6 
4.6 

(22) 15 
46.5 

(10) 15 5 3.1()l2t 
22.1 nl 

(13) 4.. o 
3.1 

1 1. 

33.3 .4 3. 41 1 ... 

1967 (23) G (10) 4. G (13) 6 (4 so N.A. 4.A. (11) 4. A f).i3 
3 3. 2 2.3 5: 1- 2.7 .. , . 

1968 (25) 5.5 (12) 4.5 (13) 6.5 .i N.A. N.A. (13) '1 
3.9 3.7 4 5 4 3 

3 1 4.2.8 3 2.4 2. 

( I . ().(7) 16.I 4 (20) , 
) 

1969 (55) 8 Z2.) 1 (26) 8 (11) (., 
(. 3.15. '4 85.1 5.1 ').o ¢'3 . 1 3 . S 3 .4, 3 .1 _ 8 

20) 1.8 (9) 13
7 (31) 7 (21) 7 (12) 8.) "4 5 4 

.1.5 4 
1970 (52) 4 . 5 ,4. 7 4 . ,4 0 . 2 

.3.1 2.9 . 

6.3 ) N.A. (18) o.9 (9) Wt.n 
1971 (43) 6.1 (26) 6.7 (17) 5.5 (9) 

5.3
4. 3 3.2 4., 14.1 2 .7 

2 .7 ..9 L 5 . 6 

71 N.A, (18) 10.1 (10) 12.2 
1972 (44) 7 (29) 8.V (15) 6.0 (9) .) 

3 . , 1 . 7 
4 .9 !).'4 3. ,, 0 .0 , 

2.8 2.63.4
2.8 3 2., 

7 .)9 1, N.A, (18) 9 10) 7.5 
1973 (415) B.I (3Z) 8.o (13) 7.8 (10) 

43 4 ,3 3. 3S1 . 8 5. 1 3. 
.43. 1 3.o 2.7 3.4 

Not Available
 

See
 

N.A. ­

* Indicates negative working capital and ratio 
values. 

page 14 for a complete explanation. 

e e are enclosed in brackets.[ I paS 13 for an explanation of what figures 



L.,e t-Sa 1us- to-Nc t-Wo r th 

(not percentage)
Table 13: Ratio expressed as "a number to one" 

Size indu!t-ri l Coltheirficjion 
Allm C~d Mo,ta Ith rAl I 1l,,irrc l.Irge Md.dim-]ur Chor ic a 1 . Non-MC i BFood,'v',I' 1':; 	 P od t: (A;c b y 

N. A.3 	 . N.A. L N.A. 
(12 	 (7) 2 

'I2.U10.2K 	 ' 
1963 (14) 4 ,()- () 4.4 5) 11.5 N.A. 

4.
H. N.A. N.A.1963 (1)4.H4 


1.4 .lj1.4 __ 1.89]1 

(8) [(5)N.A. N.A. 2.1 3.61 
1965 (10) 3. (7) 3.4 (11) 3.6 N.A. 

.0 j 2.11.0 	 1.9 1.5 

.6 5J3-. 
.7 1.5 .6 

1966 (37) 3.9 11 3. 2 (20) 3.8 (10) 5.3 N.A. r 	 13.01 (13"2.4 2.0 2.7 4.3 
1.. 1.02.6
1.4 1.0 1.1 

..0 
 4..313t
19 	7 ( 2 2.0( (9) 2.6 (11) 3.5 2.1 2.0() 9 .i N.A. N.A. ( 1 . .1 2. . 312.1 2.0 2.2 
1. 	 2 1.5 .6 _ ._i 1.1 K 

8.6 N.A. N.A. (11) 2.0 r(5) 2. 5 
1968 (22) 2.5 (12) 2.5 (10) 3.8 (-) 

.1.9 1.9 2.0 I 3.7 	 1:9 L 1. 1 
1.2 1.3 . r I 

1909 (51) 2.8 (28) 3.0 (23) 2.4 11) 4.5 M75) 1 [(5) 1471 (18) 2.4 (12) 2.4 
2.1 3.3 2 .( 4 7. 	 2.12.2 2.3 

1.9 1.3 1.5 L 1"4JL IJ 1.1 1.5 

1970 (49) 2.8 (30) 3.8 (19) 2.8 (11) 3.8 I ) .] t ) 18."" (18) 2. (9)1 2.1 

1.41.7L.0 1.7 1.3 . 1 

1971 (41) 2.3 (25) 2..1 (10) 2.3 (8) 4.3 ) N.A. (17) 2.2 (9) 2..5 
1.
1.8 2.0 1.0 28 

1.3 1.s
1.3 1.4 1.1 1.0 L 
4.3 ) N.A. ( .3 (10) 5.71972 (42) 2.5 (28) -. 5 (14) 2.3 (8) 	

2.0.0 2. 1 1.0 3.3 j71.9 
. 1.b17 	 1.1
1S 1. 1 	 L i 

W5) 21 N. A. (18) 2.8 (10) 3.1
1973 (44) 3.1 (.) 3.1 (13) 2.7 (9) 5.1 

1 	 2.1 2.42.3 1.7 2.3 
1 1.9 1.2 1.5 L 1J 	 1.5 1.7 

N.A. - Not Available 

* 	 Indicates negative working capital and ratio values. See
 

page 14 for a complete explanation.
 

)
[ 	See pig i3 for an explanation of what figures are enclosed in brackets.
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Before-Tax-Net-Profet-to-Net-SIles
 

Table 14: (percentages)
 

Size I1n1tr i l C , ifi-i ion 
All Large Medium Chemicals Non- Food, NM't ,,i Ot e r ... 
Firmsn Firms & Small mic lic Ieye'r,1,,ii,; P iluct1.,L (Ars mb I 

Firms 	 Min)Ow l,5; &' 'rl .. , 

1960 (9) 12 r) 4i N.A. 	 7N N.A.F I(4 N.A. 	 A. 
4 121 	 0 
2 L 41 K (6JL 

1963 (12) 9 7, 21 ,(0) 5 F() 1 N.A. 	 N.A. N.A. 
3 933
 
1 (-2) 3
 

1965 (16) 10 (7) 221 (10) 12 N.A. N.A. N.A. (7) 2 -5) 2
 
461 6 
 2
 
1 L lJ (-20) 	 (-24) _ 

10 10.5 1) 0 1W5) 	 (6)1966 (33) (14) 3. (19) 8 (7) 	 32 13 l) (10)4 2­
4 6 	 4 5~ 131 [1 3 I 

02 3.5 1 1 L 21 L (-1 (-1) L 
1967 (20) 10 (11) 12 (9) 4.5 N.A. N.A. N.A. (10) 1 1(5) 2C 

5.5 a 3 	 5 1]
3 6 (-8) 	 (-2) /_I 

1968 (21) 8.5 (11) 10 (10) 6.5 N.A. N.A. N.A. (11) 8 (4) 1'
 
5 8 3.Q 	 43 4 (-2.5 	 3 

1969 (51) 11 (27) 10 (24) 11 10) 7 (7) 18 i s) (19) 11 (11) 15 0 4 3.5 0 1 5 7 	 ' 
3.521 i-- (-.3Si (-0.4) 

1970 (51) 11 (30) 12 (21) 9 12) 9 	 7];) (19) II (9) 9
 
0 	 7 4.5 0 13 1. !) 7 

.4 2 4 ( -)1 U. J 

1971 (43) 11 (20) 11 (17) 12 (9) 7 E 21 N.A. 18) 12 (9) 1. 
() 0 0 3 8 

2 2.5 (-3) (-0.7) 2._ (-0.0) 

1972 (44)10.7 (29)10.0 (15)10.7 (9) 6 ) 21 N.A. (18) 11 (10) 1 

5 S.6 3.9 4 10 I1 
2.4 3.2 2.3 2 _ (-1) J 	 I 

1973 (44) 10 (31) 10 (13) 10 (9) 0 ) 23 N.A. (18) 11 (10) 12
 
7 7 6 3 12 7
 
4 4 .. 1 7 4
 

N.A. - Not Available
 

* Indicates negative working capital and ratio values- See 
page 14 for a complete 	 explanation. 

I ] See palc 13 for an 	explanation of what figures are enclosed in brackets. 



Net-Sales-to-Total-AssetF
 

Table 15: Iatio expressed a!; "a number to one" (not percentage) 

Size I ndu r l- ];- i fia clit__o_ 

All , rI- ,d iuu ChcmicalL Non- Food, MLal Other 

Firn! F i lrm !Smal mietllic Ilevuraycs Products (Assembly) 

li.-Ii:u; -iner il:; r _ob.wcct 

2.01 ) 1.51 3.1-)1960 (12) ;(.) (7) (4)3 N.A. 2.: N.A. N.A. 
96 1 3' 1.01 1591 	 1.R

-(' -UU.61 __ .33. 	 (!
 

1963 (15) 	1. vI ) . 211 (9) 1..62 (6) l.631 N.A. ) 2. N.A. N.A. 

• 60qg .72 _ .	 • .60_
 

1965 (19) 	1.52 (7) 1. 30 (12) 2.U5 N.A. N.A. N.A. (0) .85 ) 1.52 
1.17 	 .65 1. 2H .50 1.0 
. .33 .57 .33 .16 

1966 (39) 	].1 / (17) 1.,10 (22) 1.08- (10) 2.29 () 1.741 (7) 1.77 (11) 1.24 ( 2.),T1 
1.3') 1.17 1.30 1.00 1.31 1.48 .7-1 1. 11 
.7 1.00 .72 1.30 _ .OJ 1.06 .40 .7 

1967 (23) 	1. 1 (10) 1. '12 (13) 1.60 2.6.[ N.A. 1. A. (11) 1.17 1 
1.07 	 1i. 1.071 1.i. 

.89 .90 .60 .59K 
1968 (25) 	1.27 (12) 1.23 (13) 1.50 [) 2... N.A. N.A. (12) 1. 1.41 ) 1.71
 

1.09 1. 06 1.09 1 - .9 

1909 (00) 1.1.. (31) 1.5.1 ( -29) 1 .5 (13) 3 41( (9) 1 12 (S) 2.1 (20) 1 .53 (13) 1.53 
1. 	I 0 1.0o 1.17 1.20 1.04 1. 1.08 1.17 

'
 9 .90 .91 1.02 .90 L .7I . 75 1.01 

1970 (54) I.' (33) 1.... (21) 1. .13 12) 2.05 (7) .99 ) 3 ( 1.18 (10) 1. .19 
1.01 	 1 .00 1.1 1 5 9, 1 98 1.29 

83 .81.) 70 .93 7 1. 1 

LV) \.A 1.17 1.01 
.97 .98 1.9(9 1.4o 8 	 .80 1.27 
.0') .70 .64 . ,8J1 L 	 .6.1 . 03 

1971 (43) 1..lN (20) 1. 90 (17) 1.3"' (9) 1.95 .	 (18) (9) 

1972 (44) 1.4 (2 9) 1.87 (1S) 1.20 (9 ) 2.S7 1 . N.A. (18) 1.33 (10) 1.,; . 
1.0,1 1.( 1 1.07 1.43 1. . 9 1 1.22 
.8 S . 84 .8) .9 . .70 .9 2 

1973 (4,5) 1 . 5 (32) 1.7) (13) 1.55(10) 2. 29 1. N. (18) 1.31 
1.17 l.1 1.19 1.74 1.N.A 	 .97 1.30 

.98 1.02 .70 1.06 	 .76 1.16 

N.A. - Not Available
 

* 	 Indicates negative working capital and ratio values. See
 

page 14 for a complete explanation.
 

Sa (clagt 13 Col an ixjl;i;tioi (o)Iwhat figires are enclosed in brackets 



Be fore-Tax-Net-Profits-to-Totl-Assets 

Table 16: (percentages) 

Size Industrjal Cla;sifict iin 

All Large Medium Chemicals Non- Food, Met Il Othr 
Firms Firms & Small metalic Beverv g S Products (As;-s e:bly) 

F i rms Minera & 'cbh icro 

1960 (9) 10 ) 337 ) (- N.A. N.A. () 15 N.A. N.A. 

196 7 212 

2 . L 0 ._ L (-8) (-7) 
2 3] (-0 . _. -0 A .-. 

1965 (12) ) 2 2fl (10) 16 N.A. N.A. N.A. () (-7) . 

1 L 
6 5 6 I 151151 

N.A. N.A. (9) 6 ( 2 "41965 (21) 13 ( 1) i1 (10) 12 N.A. 

3.5 
7 
4 

4 
(-3) 

4 

196 (514)(27) 19 (247)19 F4)33 (1) 10 ) 
1
3 4 

10 
2 

(1 
2 

9 
6 

' 
-

0' 1 

1970 (51) 12 
6 
3 

(30) 17 (21) 
7 
3.53.5 

101 
5 

. 

() 18 
8 

. )N 3A 

-oi 

(19) 

(18 

11 (9) 
5.4 
0L..L1-)3.(1) 

11 
7 
1
8 

1971 (43) 12.5 (26) 13.1 (17) 12.7 (9) 1N F) 2-- N.A. (18) 12.5 9) 15 

6. 31.6 6. 32.4 5.8'-1.9 6 i1012 64L(-1.5) 95 

19/2 (4 13.6 
5.2 
2.6 

(29) 14.5 (15) 
5.7 
3.1 

13.3 
. 

2.3 

(9) 1 
4 
1.5 

5) 

L 
34 

12
0 . 5 

3.A 

) 

(18) lo 

.3 

1 

3 
1973 (44) 14 

7.8
3 

(31) 13 
8
S 

(13) 15 
6
4 

(9) 

2 L ( 
7 
41 

I1 
0 7A 

5 

N.A. - Not Av.ilable 

* Indicates negative wcrking capital and ratio values. See 
page 14 for a complete explanation. 

] See page 13 for an explanation of what figures 
are enclosed in brackets.
 



WIHY USE FINANCIAL RATIOS?
 

How often does the general manager ask himself: "Do I have my
 

company on the right track? Am I really getting this firm to perform 

at its peak cn'apabllitip.s? low does my firm compare with others in its 

growth pitte The general manager must consider every aspect of theIrn,?'' 


firm a; h, mk; decisions, so it is very important that he put financial 

und(rs tanling into his decisions, along with his knowledge about production, 

market inql, [)er;s)nnel management, etc. 

.'inan-ial rat o pr(wVide a too1 which the general manager 

can use even without ;pecia] ized training in accounting, to aid his 

judqmunt, helIpinq to improve the firm's performance and bring it closer to 

its goals.
 

fn examining a firm's balance sheet and income statements, more 

meaningful information about the firm's "financial health" can be gained 

by -om[arinq the vari us items t-o each other, as well as seeing them in 

isolation. Examining the firm's financial ratios helps indicate the 

artas or financial strength and weakness. In ansessing his own company, 

it is lie lpful for the general manager to be able to compare the pattern of 

its ratios with average performance by other similar firms. This data is 

The author gratefully acknowledqes the valuable help provide by Professor 

Maria del Carmen de la Garza, Masters in Business Administration Program, 

Monterrey Institute of Technology, with the translation of this report. Any 

types of errors which remain are solely the responsibility of the author. 
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1 
available on industries in the U.S. but since inflation rates, credit. 

availability, cost of materials, etc, are often very different, it is 

most helpful for the Me.;ican industrialist to compare with other Mex jcan 

firms. in addition, since conditions vary over time, appropriate levels 

for the various financial ratios may also vary. This makes-; the data 

presented here, from 1960 through .973 for manufacturing firms in Monterrey, 

Mexico, extremely valuable. 

The typical values presented for industrial pe r formarnc{e on each 

ratio are not "perfect", or "optimal", .ut they do p)rovide a benchmark, 

a guideline, on what the "middle fifty percent" of simi lar firm:s are 

doing. If a company's ratios vary greatly from th.; typ .ical valups, 

it does not necessari.ly mean that the compjany haws made a mis.take , but it 

does indicate that the financial officer should invesLigate very care fully 

why his firm's position is different and make sure that he can justify 

his policy in terms of sound finaircing principles, under the firm's special 

circumstances.
 

Please note that these statistics are most valuable when they 

come from a very large sample. since this data comes from a small 

sample, reliability may vary widely, but the averages do indicate a reasonable 

order of magnitude for such ratios for Mexican firms in the various industries. 

1. Comparable data for some ratios for various UJ.S. industries can be 
found in Annual Statement Studies, by The Robert Morris Associates, Research 

Department, Philadelphia National Bank Building, Philadelphia, Pennsylvania 19107; 

and also in Key Business Ratios, by Dun K Bradstreet, Inc., Industry Studies 
Department, 99 Church Street, New York, New York 10007. 

http:necessari.ly
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The ratios presented here are the first 14 "cause-and-effect" ratios
 

ftr i c'minlc' i :,'.;to'm c t f anl,-ly;is discussed in d tai I in I he book The 

M ,trinl lri ,' tiic of F.inancial The_ Cas aJndj-)'ffocjt.l~l Sttements "-;, 


I 

Patije A ,:li, by Donald E. Miller. In addition, two otlher ratios have 

been calrli ,ttdcorre!;spjondinq to those presented in Consideraciones Sobre 

I" RenL ibi I Aldi d IeW; Inivrsiunes Industriales en Mexico, from Companfa 

2 
General de Acept:aciones, S.A. 

Dat.a was c1 l.ec:ted from the firms in 1970 and again 1974, under the 

sponsorshi p of the Monterrey Institute of Technology, the Foreign Area 

Fellow;hip Program, and the Program for Policy on Science and Technology 

3 
Cornell University.
in Developinq Nations, at 

Tiev author wishes to thank all of the businessmen who gave very
 

qenerous ly of their valuable time. Hopefully, in the future, as more
 

firms participate , the accuracy and usefulness of this data will be increased.
 

1. American Mana qement As sociation, Inc., New York, New York, 1966. It was 

revi sed in 1972. Thi book i0s available in Spanish and Enq]ish at the library 

of the Monterrey Inst itutp, of Technology and it is stronqly recommended 

that it be uso{d with this report to fully understand the uses of these ratios 

and their lirnit-ti ns . 

2. Ia. Convenci in Mund ii de Inqenierfa Qufmica, by Lic. Eugenio Garza 

tote.I od C.P. Salvadoriicc F. Albo, Compana General de Aceptaciones, S.A., 

Deltart-anont[o do Es.tudios Econ6micos, Monterrey, N.L., for the years 
1961 to 1064. The same format has been used here in order to make these 

data as consistent as possible with that report. It should be emphasized, 

however, that the earl ieor study was based on firms distributed over all Mexico, 

whi Ie t-.*) m, cit]sa exclusively with companies located in Monterrey, N.L. 

3. The nriqinal study was for a doctoral dissertation in economics at Cornell 

tiniversity, Un i ted States Joint Ventures and National Manufacturing Firms 

in_ Mexico: Comparative Styles of Management, by Loretta Louise 

Good, August, 1972, available in several University libraries in Mexico. 
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All of the ratios are not equally important. Therefore, they
 

have been divided into two qroups: which can be rouqhly categorized as 

"a ", r'l aid Form's whic'hra t iois l int uiiilip o',,,sei.,. ationshi financial 

direct ly inlirw, operationi tho fiii, therby lW,the, ontire of %minq t 

effects reflected in the second group of "effect" ratios. This latter 

group also give important information about the financial structure of 

the firm and its competitive position by illuminating some important effects 

of various financial forces at work in the company.
 

THE 9 "EFFECT" RATIOS: DEFINITIONS AND IMPORTANCE
 

The nine "effect" ratios are: 

1. Current ratio (current-assets-to-current-liabilities). 
2. Current-li abil i ties-to-net-worth. 
3. Total-liabil ities-to-net-worth. 
4. Inventory- to-wor king-capita]. 
5. Trade-receivables-to-working-capital. 
6. Long-term-iabilities-to-working-capital. 
7. Net-prof i t-to-net-worth. 
8. Net-sales-to-fixed-assets. 
9. Net-sales-to-working-capital. 

1. Current ratio. (see Miller, p. 20)
 

Computation: Divide total current assets by current liabilities. The number
 

is expressed as "times" or as a number to one (e.g. 2.4-to-l) rather than as a 

per cent.
 

This ratio helps poirlt up the general adequacy of the company's working 

capital (i.e. current assets minus current liabilities) and helps to indicate
 

the firm's ability to meet daily payment obligations. How does the firm
 

stand, for example, if all its current liabilities were to suddenly
 

fall due tomorrow? A word of warning is in order, though. It has 

become a custom to regard a 2-to-l current ratio as the cut-off point between
 

"sound" and "unsound" management, but this should not be considered an
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The ratio, by itself, is not an adequate
inflexible, infallible rule. 


test since it measures only the quantity of current assets and not their
 

may be threatened by slow-moving, unsaleabie inventoryqud 1ity. 'w(-Ivency 

and doubtful rec, ivab .s even when the current ratio is over 2-to-i. It 

i; iflJ:ortant to use the other ratios together with the current ratio 

awhen making a financial analysis, but other factors being equal, higher 

current ratio indicates a higher degree of liquidity. 

2. Current-liabilities-to-net-worth. (see Miller, p. 26) 

Computation: 	 Divide all current liabilities by the net worth (i.e. the 
cent.owners' share of the firm) and express as a per 

This ratio shows the share of the company subject to claims by 

debtors in relation to the share belonging to the owners. "What is owed to 

what i.; owned." It indicates something about the degree of operating freedom 

which th firm enjoys. With an unusually high debt ratio, managers may 

be more cautious and creditors may force the company to take excessively 

conservat ive actions which may inhibit its long-run growth. 

3. Total-liabilities-to-net-worth. (see Miller, p. 26) 
(current plus long-term debt) by net
Computation: Divide total liabilities 

worth, and express as a per cent. 

This debt ratio is similar to number two above. Because of their
 

early maturity, a large proportion of current debt is more pressing in terms
 

of time. However, lonq-term debt can create its own kind of problems
 

because it has more inflexible maturity and repayment requirements and
 

specific collateral; failure to pay on time brings definite penalties.
 

4. Inventory-to-workinq-capital. (see Miller, 	p. 30)
 

Computation: a) Subtract current liabilities from current assets to get
 

working capital. b) Divide the book-value of inventory by working capital
 

and express as a per cent. 

Working capital represents the margin of cash and other current
 

assets over current liabilities and can be negative where current liabilities
 

exceed current assets. Working capital measures the cushion available for
 

meeting current liabilities even if current assets were to be suddenly reduced
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by a capital loss or write-off of value or their conversion to fixed
 

assets. Inventory is a very important part of working capital and it
 

may decrease in value rapidly due to factors such as style chanqe, 

obsolos(cence, physical deteriorati on or undetected thefts. In addition, 

inventories may move very slowly. All of these factors can seriously 

affect the company's ability to meet its daily commitments to its 

workers and creditors.
 

5. Trade-receivables-to-workingc-capital. (see Miller, p. 33) 

Computation: Divide all trade receivables (accounts, notes, etc.) arising 

from the company's normal trading activity by the worKing capital and
 

express as a per cent. 

Receivables are a second significant part of working capital and 

and the basic rationale for this ratio is the same as for number four above. 

If a large proportion of receivables are uncollectable or can be recovered 

only very slowly, the firm's working capital, and thus its liquidity, may 

be seriously impaired, endangering the firm's ability to pay off. its own 

debts. 

6. 	 Long-term-liabilities-to-working-capital. (see Miller, p. 39) 
as a per cent.Computation: Divide long-term debt by working capital and express 

If working capital is positive, a ratio over 100% indicates that 

long-term debt has been used for financing fixed assets. A low ratio might 

indicate that the firm has untapped sources of long-term financing available 

to it.
 

7. Net-profit-to-net-worth. (see Ujller, p. 44)
 

Computation: 	 Divide before-tax net profit
1 by net worth and express as a per cent.
 

This ratio shows the owners' share from the year's operations in
 

relation to their capital contribution. Note that a very high ratio here does
 

not necessarily indicate desirable circumstances since an abnormally low net
 

worth can make even modest profits lcok impressive.
 

1. Miller used after-tax net profit; however, before-tax net profit was used
 

here in order to get greater consistency since tax rates and deductions may vary
 

according to the firm's size and industrial classification, etc.
 



(see Miller, p. 47)
H. 	Net-sales-to-fixeO-assets. 

Divide net sales by fixed assets (depreciated) and express
Computation: 


as a number to one (e.a. 8.1-to-i).
 

the efficiency of the utilization of resources
This ratio measures 


tied up in fixed assets. A high value indicates efficient use of
 

fixed assets, hut a hiqh value may also result from the firm 
renting a
 

large proportion of its facilities. If the ratio is abnormally low,
 

the age of the fixed assets
analysis should consider such factors as 

and the rate qrowt of sales. If sales are growing and therecent of 

a low ratio may not be serious. nn the
investment was made recently, 


other hand, if the investment was made several years ago and sales 
have
 

still not grown adequately, the expansion may not have been justified.
 

(see Miller, 1. 51)
9. 	 Net-sales-to-workinq-capital. 
Divide annual net sales by working capital (i.e. currentComputation: 


assets minus current liabilities and express as a number to one.
 

Working capital reflects the cycle of assets from inventories 
to
 

A given level of sales will require an adequate
receivables to cash. 


margin of working capital in order to meet regular obligations (creditors,
 

payroll, 	taxes etc.) smoothly. Increasing sales may result in working
 

capital deficiencies.
 

THE 5 "CAUSAL" RATIOS: DEFINITIONS AND IMPORTANCE
 

The nine ratios discussed above show the effects of financial forces
 

The next five ratios are causal inasmuch as
 on the firm's operation. 


they determine the financial balance and are important indicators of sources
 

of potential problems. Changes in these relationships create effects
 

which are reflected in the first nine ratios.
 



These five causal ratios are:
 

10. Fixed-assets-to-net-worth.
 
11. Collection period.
 
12. Net-sales-to-inventorv.
 
13. Net-sales-to-net-worth.
 

14. Net-profit-to-net-sales.
 

10. 	Fixed-assets-to-net-worth. (see Miller, p. 57)
 

Divide net fixed assets by net worth and express as a
Computation: 

per cent.
 

Every company has only a limited amount of capital to work with.
 

This ratio shows the extent to which the owners' capital is tied up in
 

fixed - i.e. non-liquid, permanent, depreciable assets. When fixed assets
 

are larger than net worth, the difference is financed bv debt. As the
 

percentage of fixed assets rises relative to a qiven level of nel: worth,
 

workinq capital will fall, since less capital is available to mect
 

daily obligations or make other investments.
 

11. Collection period. (see Miller, p. 63)
 

Computation: a) Divide the year's credit-sales (i.e. all net sales
 

minus those for cash) by 365, to aet credit-sales-per-day. b) Divide
 

from regular transactions by
all receivables (accounts, notes, etc.) 

The answer is the collection period expressed in days.
credit-sales-per-day. 


When considered in relation to the firm's terms of sale, its
 

collection period helps measure the efficiency of its credit and
 

If the ratio is abnormally high, a large percentage
collection system. 


of the year's sales is still on the books, hurting liquidity and perhaps
 

indicating a large proportion of uncollectable accounts. However, if
 

the collection period ratio is verv small, it may indicate a loss of
 

potential sales volume due to unnecessarily strict credit policies.
 

12. 	 Net-sales-to-inventory. (see Miller, p. 69)
 

Divide annual net sales by the book value of inventory and
Computation: 

express as a number to one.
 

a measure of the physical turnover of inventory.
This ratio approximates 


A higher ratio indicates more intensive use of the inventory and perhaps a
 

greater freshness, sale-ability and higher liquidating value of the inventory.
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This is true since the 	actual value of inventories may 
decline significantly
 

to suich factors as physical deterioration, obsolescence,
and rapi.dly due 

(demonstrated by post-Christmas sales), etc.changes of season 


ratio, ties up workingSlow-movinq inventory, reflected in a low 

and may also raise the firm's costs, for insurance, storaqe, etc.
capital 

13. 	 Net-l s.-to-net-wort,,. (see Miller, n. 77) 

net sales by net worth and express as aComputation: Divide annual 
number to one. 

This ratio measures the intensity of use of stockholders' capital.
 

If a hiqh turnover of sales to investment is the result of a large 

risky. The overtrader (i.e. a firm whichamount of debt, this , iay be 

relative to a low level of investment) is inincreases sales qreatl 

a very inflexible position and is therefore very vulnerable to any
 

sudden changle; ii the business environment such as a strike, loss
 

On the other hand, a
of a major account, fire, price war, etc. 

very low ratio may indicate un{ertradinq - i.e. that the firm either 

has excessive capital resources or inadeauate sales volume to maximize 

returns from the capital tied up in the firm. 

p. 91)14. Net-profits-to-net-sales. 'see Miller, 


Computation: Divide annual befo-e-tax net profit" by annual net sales
 

and 	express as a per cent. Generating profit is the reason for selling;
 

this ratio measures the result. 

Two more ratios have been added for comparability with tha Aceptaciones 

2 
study.
 

15. 	 Net-sales-to-total-assets.
 
Divide annual net sales by total assets and express as "times"
Computation: 


or a number to one rather than as a per cent.
 

16. Before-tax-net-prc fits-to-total-assets.
 

Computation: Divide before-tax-net-profit by total assets and express as a
 

per cent.
 

1. 	Miller uses after-tax profits. See footnote 1, page 6.
 

See footnote 2, paqe 3 for the full reference.
2. 
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Both of these ratios help indicate the relative efficiency with
 

which the firm is using all the assets available to it. Sales-to-assets
 

is a common way to look at "turnover", (similar to number 1 ). Profits 

of course are the firm's reason for operatinq. They are vital to the 

firm's continuing qrowth and are a measure of how well all the firm's 

resources have been manaqed. 

A complete analysis of the company's financial health can be
 

made using the ratios outlined above in a system of cause-and-effect analysis.
 

Miller provides an excellent discussion (beqinnin' p. 128) of some
 

problems firms often encounter and various corrective means which 

might be applied. Such an appraisal should be made periodically and 

regularly so that the firm's officers can make sure that the company's 

current financial situation ane its trends are actually in accord with
 

their objectives for the firm. Also, it is wise to use financial analysis 

to study the probable effects of different alternatives when policy 

decisions are being made. 

HOW RATIOS ARE CALCULATED
 

All of the 47 firms included in the sample have manufacturing plants
 

located in metropolitan Monterrey, N.L., Mexico. They all began manufacturing
 

They range in size from annual sales (in 1969) of one million
prior to 1966. 


(120 million dollars), with
pesos (80 thousand dollars) to 1,500 million pesos 


an average firm size of 19 million pesos (1.5 million dollars).
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Values were computed for each financial ratio for each firm for
 

each year. The ratios were then sorted within each year into groups,
 

according to the size and main product line of the firm. Within each
 

group, the values for a ratio were then arranged in descending
 

numerical order, from highest down to lowest. The figure which falls
 

]
in the middle of the list of ratio values is the median. The figure
 

half way between the median and the hiahest of the ratio values is
 

the upper quartile. The ratio halfway between the median and the lowest
 

value is the lower quartile. 

The median shows the "middle ground" or a typical value of a 

ratio for all the firms in that category. It is used instead of a reqular
 

numerical average because an average is too easily distorted by the
 

presence of a few extreme values at either end of the rankino. The two
 

quartiles help the analyst see the "spread" or range of values, since
 

by defini':ion, the "middle fifty percent" of the firms fall between the 

upper and lower quartiles. So if a firm's ratio values fall outside
 

this range they might he considered "unusual." 

In the tables which follow, within each category, the top number
 

in each category is the upper quartile, the middle number is the median
 

and the bottom number is the lower quartile. The number to the left of the
 

upper quartile,in parentheses, is the number of firms included in that
 

category. For example, in Table 1, for All Firms in 1960, the value of the
 

current ratio which fell in the middle of the group (the median) was 2.90.
 

The value one-quarter of the way up the ranking was .96 and the value
 

1. If the number of firms in the group is even, the median is the average
 
of the middle two values.
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three-quarters of the way up the ranking was 4.60. There are eleven
 

firms inclu(ed in the category.
 

Note however, that the figures within brackets were computed 

differently. A category of less than seven firms is too small tc
 

generate meaningful medians and quartiles. Therefore, whenever only 

six, five or four firms were available in any cateqorv, a simple 

numerical average (i.e. the sum of all the values divided by the numoer
 

of values included) -,,as calculated and presented as the middle item 

within any category in brackets. The top and bottom numbers within 

the brackets are the ranqe of the values in the cateqory. The top 

number is the highest value of that ratio for all the firms included; 

the bottom number is the smallest value. Thus all the values in the
 

category fall between the top and bottom numbers and not just the middle
 

fifty percent as is true for the quartiles. As in the other cases,
 

the number in parentheses to the left of the upper quartile is the number 

of firms included in that cateqorv. To illustrate, in Table 1, for
 

Large Firms in 1960, the average value of the current ratio is 3.45;
 

the highest of the five ratios was 4.60 and the lowest was .RO. 

Please note, in addition, that for ratios numbers 4, 5, 6 and q,
 

it is impossible to generate meaningful averages when some firms within
 

the group have negative working capital and thus negative values for
 

the ratios. For example, as working capital falls relative to a fixed
 

level of inventories, the ratio of inventories to working capital rises.
 

1. Not available (N.A.) is entered for any category with three or fewer
 

responses.
 



When working capital falls still further and is negative, the relationship
 

the same
between inventory and working capital continues to move in 


to worsen in some judqmental sense. Thus
direction, continuin 


above the very highthe negative values of the ratio are ranked 

positive values generated as the working capital approaches zero. 

opoositeHowever, the numerical values of the ratio move in the 

direction, i.e. the absolute value of the negative numbers gets smaller 

the size of the working capital deficit continues toand smaller as 


grow, relative to the same given level of inventories. Thus it is
 

combination of negative valuesimpossible to make any meaningful numerical 

with the positive values at the upper end of the rankings for these
 

ratios. Therefore, if the value of the quartile is a negative number,
 

an asterisk (*) has been entered to indicate that the value (and those
 

of the 25% of the responses ranked above that point) involved negative
 

working capitals, indicating a more extreme position but making any numerical
 

comparison meaninqless.
 

The following categories were used:
 

All Firms: This includes every firm for which there was data in any
 

given year.
 

Size:
 

Any firm which had net sales in that year of 20 million
Large Firms: 


pesos ($1,600,000.00) or more. The Aceptaciones study defines large
 

firms as those with net worth over 10 million pesos ($80,000.00). Net
 

the only datum available for all firms.
sales were used here as this was 


Comparisons revealed that the division generated by these two criteria
 

was exactly the same, with the exception of three firms, so the two
 

classifications are quite comparable.
 

http:80,000.00
http:1,600,000.00
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Medium and Small Firms: All firms with net sales for that year of
 

lesq than 20 million pesos ($1,600,000.00).
 

Industrial Classification:
 

and proiucts,Chemicals: manufacture of chemical substances 

including pharmaceutical products, plastics, poliesters,
 

pigments, solvents, paints, enamels, adhesives, etc.
 

includes refractory products (ceramics,
Non-metalic Minerals: 


brick, etc.) qlass products and asbestos products.
 

Food, Beverages, Tobacco: includes the manufacture of cigarettes,
 

beer, soft drinks, and various food items.
 

includes metal wcrking, foundries and mills of iron,
Metal Products: 


copper and steel, and the manufacture of machinery, industrial 
structures,
 

transport equipment, etc.
 

incluiles fiims which assemble small non-machinery
Other (Assembly): 


gauges, filters, batteries, etc.
 items with various comporent parts, such as 


http:1,600,000.00

