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Table 1: Ratio expressed as "a number to one" (not percentage)
_ Size o Industrial Cclassification
All Larage Modium Chemicals Hon- I'ood,
Flrms Firms & Small metalic  Beverages
. o kirms B Mincrals & Tobaceo
1960 (12) 5.21 [[5) 4.6 (1) 5.59 [ (4) 5.00  H.A. (5)  6.20
3.65 3.4 2.41 2.141 3.72
206 L .80 .96 19 _J
1963 (14) .65 |[(0) 19.60] (8) 4.99 |[(5) 5.66" N.A.
2.23 5.19 2011 2.32
1.40 .H-H 1.48 | .ﬂ(’)l
1965 (18) 3.0 (fo) 0.9 (12) 3.50 N.A. N.A. M. A
2.09 3,20 1.15
1,32 | 11 1.45
1966 (39) 13.137 (17) 3.04 {(22) 4.09
2.48 1,90 2.67
1.30 1.14 1.63
1967 (22) 4.35 [ (9) 65.59 (13) 3.80
2.42 2.50 2.33
1.64 1.68 1.59
1968 (24) o.34 1(11) 4.30  (13) 2.60
.. 1.92 2.43 1.80
1.56 1.63 1.44
1909 (39) 2.6 | (23) 2,91 (Lo) 2.3% 0 (7) 2,92 J(5) 1
1,44 1.50 1.41 1.39 93
L4 N .42 01 0.00
—
1970 (43) 2.47 F(27) 3.05 (10) 2.12 (o) 2.71 (s ].t‘l:_1 N.A
.12 A3 1.34 1.32 O8N
hl . 8O 30 .58 0.00
1971 (42) 305 | (20) 305 (1) 3.23 | (8) 1.02 ](5) 1.50] N A
.17 1.2/ 1.09 1.14 L0
A4 LAY 2 .41 0,00
— -
1972 (43) 2.39 [ (29) 2.17 (14) 2.72 (8) 1.49 (5) 1.021 N.A
1.20 1.15 .43 90 1.01
62 03 15 29 L (-.01
1973 (42) 2.70 (30) 2.49 (12) 1.3y () 1.52 IE) 1.57 N.A
1.30 1.43 1.26 1.02 U
. 80 .87 0 69 L 0.00]
N.A. Not. Avai table
* e

l

Indicates negalive working capital and ratio values. Se
page 14 tor o compliete explanation.

See page 13 for an cxplanation of what figurcs are

CURRENT-ASSETS-T0~-CURRENT-LIABILITIES

{Current. Ratio)

Motal

Products

other
(Assenbly)

(8)

(11)

(11)

(18)

(18)

(18)

(18)

(13)

enclosed in brackets.

(9)

(10)

(8)

(2

[ QSR I2}

st b0

a0

(Vo]

L aadR ¥}

to a0

o

. 07
.63
A

07
40
.56

.08
.44
.73

[SYIRN N S |

M
b O

) DD

e OV 2D
AR

e

[

N O~
5



CURRENT-LIABILITIES-TO-NET-WORTH

Table 2: (percentages)

Size Industrial classitication .
All Large Mcedium Chemicals Non- Food, Metal Other
Firms Firms & Small metalic Beverage:s Products (Assombly)
__Firms N Minerals & Tobaceo e
1960 (12) 334 §[(5) 3ﬂ (7)y  s70 (fA) 904 N.A. (%) 0 N.A. N.A.
40 92 a0 267 01
16 10| 12 12
1963 (14) 134 Gy 37T/ (8) 93 {5 350 N.A. Fb 377 N.A. N.A.
62 142 62 114 1»u
31 ) 40 22 [
1965 (17) 94 G) 14l (11) 89 | N.A, N.A. AL (B) 139 [(5) 105
56 70 a8 64 53
24 1] 20 27 | 1)
1966 (37) 68 | (17) 101 (20) 91 | (10) 139 N.A. (6) 459 (12) 105 Gy 203
19 59 49 57 11 X o0
36 40 29 3% 11 37 - 10
1967 (200 117 |9y 76 (1) w0 [y 2s N.A. N.A. (11) 120 5y T
10 40 39 a9 16 34
18 21 16 - i 24 L Ll
1968 (21) 78 |Qy) 77 (o) 120 |4 156 N.A. N.A. (11) 80 (%) 63
- 51 47 52 75 53 32
26 23 26 |1l 39 23 | a
J—— ————d
1909 (41) 78 (28) 7 (23) o8 |(11) o8 (5) 194 (5) 02 (18) 83 (12 97
a0 50 10 18 80 150 fw 3
) 30 21 S 33 o 20 23
1970 (49) u5 (30) 08 (19) 22 (11) w6 (6) 8% (5) 237 (18) ldo ()7
53 18 03 63 1 04 51 AQ
32 32 22 11 L_ 1 14 32 23
1971 (41) 9o |(25) 78 (16) lao | (8) 140 (s) S| N.A. (17) 1es (9) 1ud
47 40 43 78 51 41 31
25 29 15 10 L 25 21 19
1972 (42) uo  |(28) 100 (14) 109 | (8) 202 (5) 37 NLA. (17) 78 (1) 70
14 55 34 107 13 33 |
29 33 21 62 1 24 2
1973 (44) &1 ((31) &0 (13) sy | (9 1zv [(5) el N.A (18) 89 (10) 105
59 60 55 07 44 58 64
320 | 32 30 59 L 27 27 31

[}
N.A. = Not Available

* Indicates negative working capital and ratio values. See

page 14 for a complete explanation.

[ ] Sce paype 13 for an explanation of what figures are cnclosed in’'brackets.



Total-Liabilities-to-Net-Worth

Table 3: (percentages)

o Siwe _ Tnddustrial Classitication_ . .
Al Large Medim Chemicals Non- ood, Metal Other
Fiimn i rmn te Umall metalae Ihevery e Product {(Assembly)
R _Minerals & Tobaceo

1960 (a2 334 | [y 33 o vso | ) 90d] N.A. [(5) 1900 H.A. N.A.
124 1413 123 317 524
a3 Lo 50 rg] . 13

(
1963 (14) 304 | [(6) 400} (8) 230 | [(5) 430 N.A. () 55731 N.A. N.A.
122 175 127 166 253
54 0 70 37 MJ
N.A

1965 (18) 137 | {7) 1%4  (11) 121 . N.A. N.A. (8) 154 [(5) 165
112 127 62 124 9

40 119 21 33 L
1966 (37) 140 | (17) 1648 (20) 137 (10) 275 N.A. (G) 59 (12) 143 ) 248
T8R! 97 72 124 134 97 85
a6 52 41 54 11 47 | 1
1967 (20) 149 {(9) 119 (11) 181 (4) 379 N.A. N.A. (11) 1an (v) 109
91 104 46 165 104 52
3t 47 19 7 1% - 10
1968 (22) 102 | (12) 102  {10) 159 4) 279 N.A. N.A. (11) 102 (5 60
. 76 76 70 118 89 51
34 29 30 3y 23 _ 21
1909 (51) 115 [(28) 120 (23) 115 |(11) 144 5) 3(] (5)  602] (18) Lo (12) 108
81 100 53 53 150 174 o 76
30 40 24 a0 L Aol L 0 25 27
1970 (49) 153 {(30) 138 (19} lol |(11) 115 o 10 [y 03] 0 e 9y 128
104 1006 9 92 ul o2 114 54
12 68 2 30 L 1t N 4 4. 21
1971 (41) 134 (25) 134 (lo) 183 (8) 1vl BEREE NLAL (17) 135 (9} 117
o 84 91 112 08 45
32 42 14 32 | 25 30 19
1972 (42) 141 |(28) 158 (14) 134 (8) 238 (5) 127 N.A. (17) 154 (10) 150
84 105 41 137 71 83 oY
37 44 24 41 19] 37 31
1973 (44) 140 [(31) 1406 (13) 132 (9) 160 () 99 N.A, (18) 179 (10) 177
90 115 51 120 02 108 59
39 57 29 34 20 44 33

N.A. = Not Available

* Indicates negative working capital and ratio values. 5See
page 14 for a complete explanation.

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



Inventory-to-Working-Capital

Table 4: (percentages)

Size _ Industrial Classification
I\} 1 Lc.) rge Modium Chemicals Non- Frood, Moetal Other
Firms Firms & Small metalie Reverages Products (Ausombly)
Firms Minevals & Tobaeco |
1960 (12) * * (7) * * N.A. * N.A. N.A,
74 69
7 7
1963 (14) 110 * (8) 108 * N.A. * N.A. N.A.
47 30
12 3
1965 (18) 260 * (12) 221 N.A. N.A. N.A. (8) * (5) 221
90 a0 119 B
53 49 69 L. 20
1966 (39) 161 (17) 636 (22) 138 (10) 109 (5) 882] * (12) * (G) 255
92 97 82 80 20% 122 Ho
47 50 29 50 6 56 oM
1967 (23) 124 (19) 119 (13) 193 (4) 335 N.A. N.A. (1LY 239 5) 103
al 66 103 116 126 6
33 40 6 7 55 _ £
1968 (24) 94 (11) 117 (13) 106 * N.A. N.A. (13) 118 1) 32
79 83 81 90 63
60 65 67 70 a6
1969 (39) x1(23) * (10) o * N.A. N.A. (18) * (8) *
220 174 204 271 20¢ 194
08 84 107 107 14 100
1970 (43) *(27) * (lo) W * (5)  *| N.A. (18) * (8) x
172 160 182 205 294 106 171
111 g1 112 78 212 78 91
1971 (42) * 2m *  (10) (8 * N.A. N.A. (18) * (9) *
330 294 2404 2404 S0 110
111 v7 111 133 101 u7
1972 (43) * 1(29) * (14) 08 * N.A. N.A. (18) * (10) *
312 312 255 * 144 201
105 113 83 202 71 96
1973 (42) * 1(30) o (12) * o 109) * N.A. N.A. (18) * (8) *
232 179 340 2242 108 178
113 97 130 149 59 107

N.A., = Not Available

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

[ ] Sce page 13 for an cxplanation of what figures are enclosed in brackets.



. 1 . .
Accounts-Receivables -to-Working-Capital

Table 5: (percentages)

Size Industrial Classification
All Larqe Mcdium Chemicals Non- Food, Metal Other
Firms Firms & Smrall metalie Beverages Products (Assembly)
Firms Minerals & ‘Pobicco
1960 (11) * * (7) * i N.A. * N.A. N.A.
51 50
17 17
1963 (14) 130 * (8) 125 * N.A. * N.A. N.A,
14 84
35 41 .
1965 (18) 162 * (12) 97 N.A. N.A. N.A. (8) 229 5) 97
78 64 60 70
31 23 19 [ 29
1966 (39) 109} (17) 379  (22) 167 [(10) 208 £) 60 (12) * ©) . 179
47 a4 84 74 199 90 a0
14 58 40 40 6l 44 | 35
1967 (23) 11| (10) 131 (13) 143 [4) 8% N.A. N.A. {11) 144 [5) 81
(H¢] a2 o4 25¢ 83 58
54 54 a0 | 10 53 . 32l
1969 (24) 134 | (11) 124 (13) 208 * M.A. N.A. (12) 134 5) 7'31l
112 73 117 116 S
56 31 63 67 30/
969 30 * 1 (23 * (1o) * (7) * N.A. N.A. 18) * (7) *
190t R L. 207 240 220 141
90 82 114 52 110 82
¢ 3 * 1 (27 * (16) () * (5) *INLAL (18) * (8) *
Lo70 WD U 205 146 459 205 172
84 77 108 v2 166 100 a1
¢ 42 * (20 % (10) LMW * N.A. N.A. (18) * (9) *
1971 (42) 324 (20) 324 303 401 308 174
s 60 117 48 113 52
9 43 N x (14) x| (8) x N.A. N.A. (18) *  (10) *
1972 (43) A20 (29) 579 245 * 204 186
o8 03 117 237 il 02
( 42 * | (30 * (12) 1) * N.A. N.A. (18) * (8) *
119 100 218 192 110 64
}]—WEI::;;;“~;? for a deseription of what figures are enclosed in brackets
H. AL Not Available

*  Indicates negataive ratios due to negative working capital.,  Sce pagelﬂ for a complgtc_discussion.
1. Note that the data requested was "accounts receivable”. In the majority of cases it is most
likely cqual to the total of all receivables.



Long-Term-Liabilities-to-Working-Capital

Table 6: (pcrcentages)

— Size Industr’ | Classification
Al Large Mcedium Chemicals Non- vouod, Metal Other
Firms Firms & vmall metalice Roeveragens Product s (Assombly)
e e Py Minerals & Tobaeco
1900 (12) .l()‘)_1 5y 109 (7) 220 * N.A. (5) 169 N.A. N.A.
53 46 18 G9
0 0 30 L 0
1963 (14) 112 * (8) 125 * N.A. (5) 193 N.A. N.A.
69 69 73
10 35 0
1965 (17) 82 * (11) 50 N.A. N.A. N.A. (8) 99 (5) 93
g 30 in 34
3 0 0 Al
1966 - (37) 92 | (17) 120  (20) 67 | (10) 111 N.A, * (12) 127 SIPE]
44 67 8 Gl 6 10
0 13 0] 3 0 QO
1967 (200 78 | (9) 91 (A1) 55 | (@) 299 N.A. N.A. (11) a2 5) 34
25 18 0 101} 13 19
0 25 0 _0 0 A
1968 (21) 63 (11) 67 (10) 66 (4) 141 N.A. N.A. (11)y 73 [5) 30
30 42 0 50 42 23
0 21 0 0 0 )
d <A 18) 4 (7) 188
19069 39) * 1(23) = (16) * (7) 159 N.A. N.A (
( 102 101 125 73 125 27
15 31 1 0 33 3
1970 (A1) 900 |(20) x  (15) 307 (8)y 122 NLA. N.A. (7 (8) 14l
80 224 43 57 250 26
12 2 0 0 41 0
3 KENLAL (17) * (v) *
1971 40 * 1(25) * (195) * ] (7)) 30 (5) | -
(10 148 135 197 111 271 347 18
18 19 3 0o 0 45 3
N.A. 17) * (10) *
1972 (41) * [ (28) * (13) * (7) * N.A. A (
141 187 33 141 215 31
15 19 0 0 1 0
AL 18) * (8) *
973 41 * 29 * (12) * (8) * N.A. N.A ( *
7 (4 105 (29) 165 344 90 153 148
30 35 23 0 30 21

N.A. = Not Available

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

[ ] Sce pape 13 for an cxplanation of what figures are cnclosed in brackets.



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

Table 7: (per--ntages)

Size Industrial Classification
All Large Medium Chemicals Non- Food, Mctal Other
Firms Firas & Small metalic Beverages Products (Asscmbly)
Firms Minecrals & Tobacco
1960 (9) 15 @ 3171 [ 9 N.A. N.A. (4) 21 N.A N.A.
1] 19 (=20 (-22
2 | 7] (-120 (-120)__
1963 (12) 22 T4) 2377 (8) 22 {f4) 25 N.A. (@) 21 N.A. N.A.
7 14 7 15 6
3 | 3] {-8) 7 (-8)
1965 (15)19 [(6) 327] (9) 22 | N.A. N.A. N.A. (7) 4 [(5) 66
!, 11 8 3 27
0.8 | [ 0.d (-7) . {~14) L 8
1966 (31) 18 (14) 19 a7 20 ([ 27 N.A. (5) 39 (10) 12 {6) st
11 S 12 10.5 14 14 9 20
. 6.5 (-1) 7 (-0.1 (-15) | (-18
1967 (17) 4 (9) 24 (8) 29 N.A. N.A. N.A. {9) 12 [(5) 49
12 13 8 12 23
0 12 (-4) 2.5 | 7
1968 (18) 24.5 | (11) 23 (717 26 N.A. N.A. N.A. (9) 1.5 [(5) 34
10,5 12 6 7 19
5.5 6 {~10) 4.5 [ _ 6
1969 (48) 20 (27) 28 (21) 22.5| (10) 30 5) 897 (1) 35 (18) 19 (11) 3b
10 11,5 10 9 39 11.5 10 10
7 8 1 5 12§ [ (8 (-4) 8
1970 (48) 23 (29) 27 (19) 14 | (11) 28 ©) 42715 100 (17) 18 (9) 2v
11 17 10 11 22.5 03 10 11
5 0 2 10 7 (-23) 1 2
1971 (41) 20 (25) 2% (16) 18 (8) 14 (5) 43| N.A. (17) 22 (9) 18
9 9 8.5 8.5 18 9 12
3 5 (-3) (-3) 3] 2 9
1972 (42) 21 (28) 27.8 (14 17 (8) 20 (5) 47 ] N.A. (17) 19 (10) 24
10.4 11.3 7 o 20 3 14
5.0 6.1 4.2 2 (-0.6) 3 8
1973 (44) 23.0 {(31) 28.1 (13) 20.4 (9) 27 (5) 487 ] N.A. (18) 22  (10) 26
13.8 13.2 16, 4] i2 23 15 19
9,7 10.7 §.4 2 11 7 12.§

N.A. = Not Available

* Indicates ncgative werking capital and ratio values. Sce
page 14 for a complete explanation.

[ | Sce page 13 for an explanation of what figures are enclosed in brackets.



Nect-Sales-to-Fixed-Asscts

Table 8: Ratio expressed as "a number to one" (not percentages)

Sizao Industrial Classification
All Large Mcdium Chemicals Non- I'ood, Metal Other
Firms Firms & Small metalic Beveragoes Products (Asscmbly)
Firms -_Minerals & Tobacco
1960 (12) 6.30| [(5) 18.0d (7) s5.39] (@) 5.39 N.A. (5) 19.00 N.A. N.A.
2.48 6.11 2.63 2.6Y 7.10
1.47 | | 1.47 1.26 .50 1.,
1963 (15) 6.62 | ko) 23.63 (90 7.94] [6) 9.94 N.A. (5) 33.08 N.A. N.A.
3.17 7.01 3.17 4.80 13.30
l.o6| | 1,2 2.04 2.31 1.20
1965 (18) 5.72| [6)  4.70] (12) 7.45 N.A. N.A. N.A. (8) 2.55 (%) 1s.70)
2.94 2.89 2.94 1.28 6.65
1.28 | | 41] 1.08 ar | 2.87
1966 (39) B8.43 | (17) 5.54 (22) 8.84| (10) 8.55 N.A. (6) 62.09 (12) 3.08  [{G) 16.97
3.52 3.52 3.66 4.96 19.22 2.45 7.16
1.96 2.16 1.39 1.30 L 1.40 .88 | 4,23
1967 (23) 6.01 | (10) 5.88 (13) 7.32| [4) 8.50 N.A N.A (11) 3.50  |(3) 10.46
3.43 3.66 2.91 4,92 2.52 6.77
1.85 2.58 1.47 .12 1.31 3.1
1968 (24) 6.71 | (11) 5.25 (13) 9.25! 4y 8.230 N.A. N.A (12) 5.25 [{(5) 10.%7]
3.38 3.30 5.46 5.19 2.48 6.79
2.25 |. 1.83 2.36) .18 1.07 ) 4.02)
1969 (53) 0.22 | (28) 06.35(25) o0.21[(10} ll.80 (7) 3.lo [(5) 23.5_ﬂ (19) 5.20 (12) 06.35%
3.73 3.45 3.67 5.33 2.10 a.3 2.7 5. 51
2. 10 2,03 2.34 2,55 2,03 l:, 1,99 3.43
1970 {51) 0,98 (31) 8,60 (20) 6.11(11) 10,93 0) 4. 24,58 (20) 5.08 ) 0,98
3. 84 3,12 4.00 4.50 2. 11, 2. 88 4.37
[. 80 1.86 1.44 2.09 1. 1. 1,47 2,56
1971 (42) S5.881 (26) 7.79(l6) 5.10|(8) 9.8l (5) 2 N.A. (18) 5.2 (9) 7.21
2.87 3,08 2.4% 3.70 1 2.0% 1.67
1.55 1,73 1.15 1.45 1 1.25 2.69
L .
1972 (43) 5.05| (29) 0.80(14) 5.55] (8} 17.70 [(5) 2. N.A. (18) 0.28 (lo) 7.63
3.18 3,11 3.44 4.18 2. 3.27 4.02
2.08 2.11 1.18 1.32 2. 1.33 2.82
1973 (44)  7.02| (32) 7.79(12) 7.07{(9) 11.90  [(5) 3,17 N. A, (18) 7.09 (10) 8.38
3.74 3.74 3.85 7.03 2.95 3.54 5,01
2.21 2.08 1.03 2.09 2.08] 1.55 3.12

N.A. = Not Available

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

[ 1 Sce page 13 for an explanation of what figures arc enclosed in brackets.


http:Ucvera.ne

Net-Sales-to-Working-Capital

Table 9: Ratio expressed as "a number to one" (not percentage)
Size Industrial Classification
All Large Medium Chemicals Non- rood, 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) * 5) 3.19
3.29 3.27 3.68 2,46
2.10 2.07 1.05 |_ 1.29
1966 (39) 7.94 | (17) 31.07(22) 6.79 ] (10) 17.10 5) 35.86] * (12) * 6) 3.79
.79 3.42 3.79 5.22 10.04 4,32 2.89
2.37 2.24 2.48 2.77 2.10 2.25 1.62
1967 (23) 4.91 }|(10) 4,94(13) 5.24 4 19.53 N.A, N.A {11) 6.44 5) 2.70
2.91 2.7} 2.97 6.68 4,05 2.32
2.10 1.85 1.86 .33 1.60 1.54
1968 (24) 5.11 |[(11) 5.20(13) 4.98 * N.A. N.A. (12) 5.20 5) 2.77
*3.01 2,77 3.07 3.68 2.02
2.23 2.18 2.27 2.18 1.19
1969 (39) x |(23) * (10) (7N % N.A. N.A. (18) (7N *
g.05 7.00 10.15 12.32 8.57 7.00
4.29 3.00 5.08 4.29 3.02 3.34
1970 (43) (27 (1b) * (9 *|(S) *INLA. (18) * (8) *
9.00 7.70 9.57 10,02 14.50 8. 30 7.18
5.25 3.42 5.00 06.25 7.63 4,57 2.85
1971 (42) *1(26) * (16 *1 (8) * N.A. N.A. (18) * (9 *
10.22 15.67 61.09 70.41 16,41 5.78
4.31" 3,90 5.78 8,57 3.806 2,83
1972 (43) *1(29) *(14) x| (8) * Ks) NLAL (18) * (10)
14.03 15.32 11.57 * 591, 3¢ 10.74 10.09
4,24 6.58 3.37 13.44 8.1 3.29 2.906
1973 (42) x| (30) * (12) *1(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 and ratio values.
page 14 for a complete explanation.

See

Sce page 13 for an cxplanation of what figures arc enclosed in brackets.



Fixed-Assets-to-Net-Worth

Table 10: (percentages)

Size Industrial Classification .
All Large Mcdium ~hemicals Non- rood, Metal Other
Pirms FFivms & Small metolic Beverages Products {(Assembly)
e . Firms Minerals & Tobaceo
_] - . U .- - - -
1960 (11) 1066 5) 166 () 636 | @) 636 N.A. [[5) ouo N.A. N.A.
104 313} 104 214 199
a6 | 15 62 3 89 e
1963 (1a) 130 | [(6) =204} «(8) 93 | B 200 N.A. [(5) 247 N.A, N.A.
79 100 74 97 104
40 9 43 53 A
1965 (18) ©2 6) 184] (r2) 82 - N.A. N.A. N.A, (8) 140 By 6.
54 87 52 83 oo
43 31 42 53 | 12
1966 (37) 110 | (17) 116 (27) 111 | (10) 112 N.A. [(5) 140 (12) 129 ORI
77 82 43 86 73 80 1o
3! 45 29 51 5 a9 I 19
1967 (20) a2 | (9 92 (1) 78 | (@) 198 N.A. N.A. (11) 102 () ab
64 74 57 94 75 ; 3
29 27 38 47 1 , "
1968 (21) 04 (11) 74  (1l0) 103 ) 136 N.A. N.A. {11y 79 (5) o
: 63 63 50 86 72 | 30
28 37 24 26 35 1 18
. , —
1909 (50) loo0 j(28) 100 (22) 9z ;(10) 112 (5 178] [5) 130 (18) 95 (1.0) 82
L0 85 52 74 113 81 6 35
35 37 29 29 45 10 13 25
1970 (48) 1lo [(30) 1lo  (18) 121 |(16) 122 (0) 127 [5) 220 (18) 121 (1) 8%
70 73 5 07 85 115 8 a7
30 28 33 30 24 11 38 24
1971 (40) 1oy [(25) 110 (15) 103 | (7) 135 (5) 111 N.A. (17) 127 (9) 85
70 73 84 92 80 84 48
30 39 30 62 49 35 21
1972  (40) 110 |(28) 117 (13) 124 | (7) 147 (5) 8y N.A. (17) 135 (luy o
72 72 03 92 71 07 57
33 38 31 66 4 32 26
1973  (43) 10l |(31) 100 (12) 115 | (8) 123 5y 75 - N.A. (18) 121 (102 v2
03 03 54 08 61 62 47
41 41 30 60 40 36 24

N.A. = Not Available

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

[ ] Sce page 13 for an explanation of what figures arc enclosed in brackets,



Collection Period L

Table 11l: (days)

Size Tnadustrial Classification L
Al Large Meodium Chemicals rlon- 'ood, Motal Other
Firms Firms & Small mnetalic Boverages Products (Ausembly)
U Piving _ Mincrals & Tohacco
1960 (12) ro2 | [ dezp (7)) 148 (4) 152 waa. [(5) 19w N.A. N.A.
70 G4 70 G2 On
6L L O 3 .
1963 (14) 148 (6) 161 (8) 170 {(5) 117 N.A. D) 170 N.A. N.A.
73 73 80 70 62
30 B 16 64 22 16
1965 (18) 116 ¢y 1147 (12) 1064 N.A. N.A. N.A. (8) 114 (5) 164
92 93 932 83 104
772 - 70! 60 74 66
1966 (39) 9% | (17) 80 (22) 106 | (Q0) 72 %y 127] [(6) 1‘ (12) 95 ©) 139
70 70 76 54 96 74 95
4 ! 47 34 6o 51 70
1967 (23) 1% (10) 149 (13) 162 (4) 168 N.A. N.A. (11) 179 (%) 109
92 90 98 101 ay B
69 75 54 62} 55 73
1968 (24) 172 | (1) 133 (13) w7 | [@) 19 (1) 178| N.A. (11) 17: 135)
120 96 159 120 130 128 101
85 | 80 86 56 6 88 80
1969  (54) 124 |(25) 105 (20) 134 f(11) 103 (7) 1es [(5) 108 (19) 133 (12) 104
87 77 ug 07 120 58 98 93
“o 4n 04 53 43 8] 82 58
1970 (52) 112 f(31) loo  (21) 142 |(12) 107 (6) (20) 1ldo (9 111
91 09 104 76 103 82
Hh 52 00 45 08 54
1971 (43) 124 [ (26) 119 (17) 140 (9) 125 (5) 3 (18, 159 (9) 102 .
79 74 110 71 2 111 79
02 56 0Y 47 3 00 63
1972 (44) 130 [ (29) 118 (15) 138 4 (9) 133 (5)  175] NLA. (18) 150 (lo) 105
84 81 103 75 107 110 80
63 55 75 48 78 61 75
1975 (45) 107 | (32) 97 (13) 23 {(10) 12 (5)  160] NLA. (18) 136 (10) 04
87 87 91 74 107 91 80
04 o0 74 39 87] 70 66

(1 Sec page s tor a description of what figures ar i
, v - h »5 are enclosced in brackets
XT‘.I\. » Mot Availlable ) clhots
N ' ves o e i - ~ 3 - . - 3 3 :
Het ades was used dn calculaving these ratios since credit sales ( i
for ¢ .o i unavailable,
the tnvooc arrives,
sales,

aving ‘ . . .c. net sales minus those
. ince most sglllng Qf these products is for credit at least until
there is probably little discrepancy in using net sales as a proxy for credit



Net-Sales-to-Inventory

Table 12: Ratio expressed as “a number to one” (not percentage)

Siroe Tndustrial Classitficat ton N
All Large Modiuwn Chemicals Non- Food, Mot al Other
Firmg Firmy L oSmall metalice Heever e P odhuet {(Asinembly)
I o Firme Mineral: & Tohaooo
- A LM R
1960 (12) 27 (v 20.0] (o on (4)  2n.u NLAL Py HLA. N. A,
O 7.8 1 13.4 hov
2.5 | 2.5 3 B 1.9 . S
1963 (14) 26 6y 29.31 (8) M (5) 27.0 N.A. f5)1aa N.A. N, A.
7 3 19 12.3 37,4
3 L 2.6 A 4.3 - 2.6
1965 (18) 5.5 | {6y 03] (12) 10 N.A. N.A.  N.A. (8)y 1.5 (h) 10,4
3.5 1.6 2.5 ]
2 B 2.4 1.4 1.3 1.4
1966 {40} 13 (18y o (22) 1% (10) 1% (5) ws. 1) o) 8200 {13) 4.1 (6) 1lo.0
4.5 4.6 q 6.5 22.5 2o, 3 Nl
3 3.3 2.4 3.5 4.1 203 2.7 A
1967 (23) ¢ (10) 4.8 (13) @ (4) 5.0 N.A.  N.A. (11) 4.8 {5y an.73
4.6 4.5 5 5.6 3.7 11.06
3 3.2 2.3 || 5.1 2.7 2.1
1968 (25) 5.5 | (12) 4.5 (13) 6.5 |[@) 8.1 N.A.  N.A. (13) 4 My 3.9
©3.9 3.7 4 5 4 3
2.8 3 2.4 2.1 3 .4
— — )
1969 (55) & [ (28) & (20) 8 | (1) .o (7)) le.a 5y 7y (0) ¥ tEa) 6.
5.1 5.1 a0 5,4 8 24 . 8 3.9
3.3 504 5, 2.8 e L3 ; 3.1
1970 (52) 7 | (31) 7 (21) 7 (12) 8.9 [0 o [H  o) 1.8 () 13
. : ‘ 4.5 4
1.5 4.7 1.4 6.2 ) ! ,
2.0 3.1 29 oL L 5 2.8
1971 (43) o.tl (20, 0.7 A7) 5.5 (9 0.3 |5 NLA (18) 0.9 (9) .0
1.3 4.3 3.2 4.9 o 3
2.7 2.9 2.5 200 | 2.7 >
1972 (44) 7 |[(29) 8.8 (15) 0.0 | (9) 0.9 [(5) N. A (18) 10.1 (lv) 1..2
Ay 5.4 3.4 0.0 3.4 17
'8 3 2.0 3.4 L_ 2.8 2.0
T
1973 (45)  #.11(32) d.0 (13) 7.8 [ (10) 7.9 (5) N.A, (18) 9 {1y 7.5
3.2 5
4.8 5.1 3,4 5 -
5.4 3.0 2.7 3400 L 5.4 5

N.A. = Not Avallable

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

[ ] Sce page 13 for an explanation of what figures are cenclosed in brackets.



Net-Sales-to-Net-Worth

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

Sivze Industrial classification
All L.arge Modium Chemicals Non- Irood, Moetal Other
Firms Finng & Smell metalic Bovey aqes Products (Ausembly)
e e o Virms o Mineradsosotmebacco e
1960 (12) 1o.u ] sy vos () zu.4‘ (ay 4.2 N.A. [(B) 200 N.A. N.A.
2.3 3.0 2.8 10.2 7.5
ol 1.1 .0 5 I
1963 (14) a.n{ o) 117s] ) 4.4 | [(B) 110 N.A. [(B) 10.8 N.A. N.A.
2.2 4.8 2.2 4.6 4.2
1.4 || 1.1 1.4 1.8 1.2
1965 asy .5 | (7) 1.4 (11) 3.6 N.A N.A N.A (8) 2.1 (5} 3.0,
1.0 1.9 1.5 .0 2.1
7 1. .6 6 1.5
1966 (37) 3.9 | @ 3.2 (20) 3.8] (10) 5.3 N.A. [(6) 11.4] (11) 2.8 Gy 2.3
2.4 2.0 2.7 4.3 3.9 2.0 2.3
1.4 1.8 1.1 2.6 1.7 1.0 ol
1967 (200 2.0l 2.6 Q1 3.5 (|4 9.4 N.A N.A. (11) 2.6 (5) 2.9]
2.1 2.0 2.2 4.3 2.1 2.0
1.2 1.5 6 1 1.1 1.3
1968 (22) 2.5 ] (12) 2.5 (10) 3.8 |[® 8.6 N.A. N.A. (11) 2.0 5y 2.5
1.9 1.9 2.0 3.7 .8 1.8
1.2 1.3 .9 2 9 | 1.2
1909 (51) 2.8 1 (28) S.00 (23) 2.4 11} 4.5 [(5) a9 [(5) 1a.1] (18) 2.4 (12) 2.4
2.2 2.3 2.1 3.3 2.0 4.7 2 2.1
1.5 Y 1.3 1.5 1.1 1.8 1.1 1.5
1970 (49) 2.8 | (30) 3.8 (19) 2.8 (11} 3.8 (6) 2.5 (5 18.8] (18) 2.0 (9) 2.5
a1 2.2 3.0 2.0 ) 1—] Vs ) 51 21
1.0 1.7 1.3 1.3 B 1,_1] 20 1.4 1.7
1971 (41) 2.3 1(25) 2.4 (lo) 2.3 (8) 4.3 [(5) 2.: N.A (17) 2.2 (9) 2.5
1.8 2.0 1.6 2.7 1.8 1.8 1.8
1.3 1.4 1.1 1.0 L¢ 1.1 1.3 1.5
1972 (42) 2.5 [(28) 2.5 (14) 2.3 (8) 4.8 (5) 2.3 N.A (17) 2.3 (10) 5.7
J.t 2.1 1.0 3.3 1.7 1.9 2.0
1.5 1.7 1.1 1.1 L 1.0 1.2 1.6
1973 (44) 8.1 [ (s1) 3.1 (13) 2.7 (9) 5.1 (5) 2.1 N.A. (18) 2.8 (10) 3.1
200 2.3 1.7 2.3 1.8 2.1 2.4
I.o 1.9 1.2 1.5 | 1.2 1.5 1.7

N.A. = Not Available

* Indicates necyative working capital and ratio values. See
page 14 for a complete explanaticn.

[ 1 Sce page 13 for an explanation of what figures are enclosed in brackets.
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Before~Tax-Net-Profet-to-Net-Sales

Table 14: (percentages)
Size Industrial Clossification e
All Large Madium Chemicals Non- Food, et Other
Firms Firms & Small metalic Bevoeradges Products (Acsembly
Firms Minevals & Toloeeo
1960 (9) 12 (4) 34 (5) 18 N.A N.A. () 7 N AL N.A.
4 12 4 B
2 | 4 (-6) . =6)_
1963 (12) 9 ) TY (8) s [(a) 1 N.A (€Y. N.A N.A.
3 9 3 6 3
1 N 3 (-2) | 3 (-2)
1965 {16) 10 (6) 22 (10) 12 N.A. N.A. N.A (1) 2 (5) 27
4 6 6 2 1:
1 1] (-20) {-24 N ‘i
1966 (33) 10 (14) 10.5 (19) 8 (7) 8 5) 3271 [y 13 TV (o) 4 (6) v,
4 6 4 5 13 6 3 ¢
2 3.5 1 1 2 | L (=01 (-19) ) (=7
1967 (20) 10 (11) 12 (9) 4.5 N.A N.A, N.A (10) © [(5) 2C
5.5 8 3 5 1]
3 6 (-8) (-2) _ A
1968 (21) 8.5 | (11) 1o (10) 6.5 N.A N.A. N.A, (11) @ (4) 1(
5 8 3.Q 4 y
3 4 (-2.5 3 ) :
1969 (51) 11 |(27) 10 (z4) 11 10y 7 (oy 1 (1
; 5 1 2 (-0.4) :
1970 (51) 11 [(30) 12 (21 9 f12) 9 (s ()¢
o 7 4.5 0 .
2 2 .4 2 v. 1
1971 (43) 11 [(20) 11 (17) 12 (9) ; (5) 311 NLA (18) l':; (9) 1:‘
( 0 N : N :
) 2.5 (-3) |(-0.7) 2. 5] (-0.0)
1972 (44)10.7 [(29)10.0 (15)10.7 | (9) 6 (5) 21 | N.A SRS (1) 1
5 5.0 3.9 4 10 ‘ :
2.4 3.2 2.3 2 ~ 1 1
1973 (44) 10 [(31) 10 (13 10 ) b (5) 13—7 N.A (18) 11 (10 L
7 7 2
4 4 5.5 1 7 _ 4 ¢
N.A. = Not Available
* Indicates negative working capital and ratio values. See
page 14 for a complete explanation.
[]

Sce page 13 for an explanation of what figures arc cenclosed in brackets.



Net-Sales-to-Total-Assets

Table 15: Ratio expressed as “a numbex to one" (not percentage)

Size _ . Inductrial Classification
All lLarge Moedium Chemicals Non- 1rood, Metal Other
Firms P ims & Smalil metalic Boeverages Products (Assembly)
Fivws Mincrals & Tobacco
1960 (12) 2.0 foy 2042 (n r.sl |4y 3.1 N.A. 5y 2,40 N.A. N.A.
.96 1.35 1.01 1.59 1.38
ol .on .61 33 _ .On
1963 (15) L.59| (&) =.27)] (9 l.ao [[(6) 1.6u N.A. 5y 2.7 N.A. N.A.
U4 1.26 .92 1.32 1.2
AN . GO .72 .92 - .60
1965 (19) Y.52] (7)) 1.30  (12) 2.0 N.A. N.A. N.A. (8) .85 [(5) 1.5
1.17 .85 1,28 .58 1.
Y .33 .57 .33
1966 (39) 1.7/ (17) 1.40  {22) 1.84 | (10} 2.29 (5) 1.74] (7) 1.77 (11) 1.24 (5) 2.
1.30 1.17 1.30 1.80 1.31 1.48 .74 1.
.97 1.00 .72 1.30 l_ 1.03 1.06 .40 ]
1967 (23) 1.2 (10) 1.22  (13) 1.68 [J@)  2.04] N.A. N.A. (11) 1.17 %) 1
1.07 1.08 1.07 1.37 1.01 1
.84 .90 .60 .on .59
1968 (25) 1.27| (12) 1.23 (13) 1.50 |[[@) 2.2 N.A. N.A. (12) 1.14 (5) 1.50]
1.09 1.06 1.09 1.46 .94 1.19,
.82 .87 .70 15 .61 .79
1909 (00)  F.02(30)  1.5d 0 (29)  1.05|(13) 3,40 (9)  1.12 f(5) 2.17  (20) 1.53  (13) 1.53
1. 10 1,00 1.17 1.20 1.04 1.04 1.0% 1.17
9y .90 91 1.02 .90 70 AS 1.01
1970 (54) 1.5 [(33) 1.ns o (21)  1.43K12) 2.0 (7) .99 (5) 3. (20) 1.35 (10) 1.4y
1.04 1.00 1.11 1,54 .04 1.5% vy 1.29
K3 . 85 .70 YK A ' 72 1.01
1971 (43)  1.do|(20)  1.v0 (17) L.s: (0 1.os sy 1.3 .l (18) 1.17 (9} l.ol
07 .98 1.0 1.40 .8 .80 1.2
.00 L70 .64 81 L0 .04 1.03
1972 (44) 1.45[(29) 1.87 (15) 1.206f{(9) 2.57 |(S) 1.04] N.A. (18) 1.33 (10) t.44
1.04 1.01 1.07 1.43 1,02 LUl 1.22
.85 . 84 .89 90 | . 80] .70 L92
1973 (45)  1.08[(32) 1.79 (13) 1.55§10) 2.29 [(5) 1.04] N.A. (18) 1.31 (10) 1.65
.17 1.1 1.1Y 1.74 1.14 .97 1.30
98 1.02 .70 .06 | .93 .76 1.16

N.A. = Not Available

* Indicates negative working capital and ratio values. See
page 14 for a complete 2xplanation.

| §  see page 13 for an explanation of what figures are enclosed in brackets,



Before-Tax-Net-Profits-to-Total-Assets

Table 16: (percentages)
Sizo Industrial Classification
All Large Medium Chemicals Non- I'ood, Metal Other
Firms Firms & Small metalic Boveradges Products (Assembly)
Firms Minerals & Tobacco
1960 (9) 10 @) 3z 5) 6 N.A N.A. (@) 15—) N.A. N.A.
3 13 2 4
2 3 (-6) ) (—-6)J
1963 (12y 7 | [@® 20 8) 7 (4) 137 N.A. () 18T N.A. N.A.
2 11 2 6 5
2 I_ 2 (-1) 2 (-1)_|
1965 (16) 13 (6) 13 (10) 16 N.A. N.A. N.A. (n 2 (5) 25
4 4 6 1 10
0.3 0.3 (-8) (-7) L 4
1966 (33) 14 (14) 14 (19) 11 (7) 11 (5) 38) {(5) 23 (10) 6 © 28
¢ 6 ) [} 15 9 4 12
3 3 2 3 2] (-0.1) (-8) (=5
1967 (20) 12 (10) 17 (10) 12 N.A. N.A N.A (9) 6.5 (%) 24
6.5 7.5 4.5 5.0 14
4 5 3 0.5 L 5
1968 (21) 10.5; (11) 11 (10) 9 N.A N.A X.A. (10) 6 (5) 24
- 7 4 4 12
3.5 4 (-3) 3 g 4]
1969 (51) 14 L (27) 18 (24) 10 (10) 19 (7) 19 (4) 33 (19) 10 (1l 36
5 0 ) 4 9 10 5 5
3 4 2 2 6 | (-4) (-0.2) 4
1970 (51) 13 (30) 17 (21) 10 (12) 18 o) 237 [(5) 39 (19) 11 (9) 11
0 7 5 8 12.5§ 7 4 7
3 3.5 .8 5 3. 5] (-0) > 1
1971 (43) 12.6 (26) 13.1(17) 12.7 (9) 14 (S) 287 N.A. (18) 12.5 (9) 15
6.3 6.3 5.8 6 10 6 9
1.6 2.4 1.9 1 z ] (-1.5) 5
1972 (44) 13.06 (29) 14.5(1s5) 13.3 (9) 12, (5) 34_1 N.A. (18) 13.5 (18) 18
5.2 5.7 3.8 4 2 4 7
2.6 3.1 2.3 1. (-0.5) 3
1973 (44) 14 (31) 13 (13) 15 (9) 8 (5) 38 | N.A. (18) 1o (10) 19
7.5 8 6 4] 15 7 11
4 s 4 2 7] 3 5
N.A. = Not Aveilable

[]

Indicates negative werking capital and ratio values. Sea
page 14 for a complete explanation.

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




WHY USE FINANCIAL RATIOS?

How often does the general manager ask himself: "Do I have my
company on the right track? Am I rcally gettina this firm to perform
at its peak capabilitices? lHow does my firm comparce with others in its
growth patterns?”  The general manager must consider every aspect of the
firm as he makes decisions, so it is very important that he put financial
understanding into his decisions, along with his knowledge about production,
marketing, personnel management, etco.

Financial ratios provide a tool whica the general manager
can use cven without specialized training in accounting, to aid his
judyment, helping to impreve the firm's performance and bring it closer to
its goals.

n examining a firm's balance sheet and income statements, more
meaningful information about the firm's "financial health” can be gained
by comparing the various items to each other, as well as seeing them in
isolation. Examining the firm's financial ratios helps indicate the
arcas of financial strength and  weakness. In assessing his own company,
it is heipful 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 acknowledges the valuable help provide by Professor
Maria del Carmen de la Garza, Masters in Business Administration Program,
Monterrey Tnstitute of Techrology, with the translation of this report. Any
types of errors which remain are solely the responsibility of the author.



available on industries in the U.S.1 but since inflation rates, credit
availability, cost of materials, etc, are often very different, it is
most helpful for the Me.ican industrialist to comparce with other Mexican
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 performance on cach

ratio are not "perfect”, or "optimal", lLut they do provide a benchmark,
a guideline, on what the "middle fifty percent” of similar firms are
doing. TIf a company's ratios vary greatly from the typical values,
it dees not necessarily mean that the company hos made @ mistake, but it
does indicate that the financial officer should investigate very carcfully
why his firm's position is different and make sure that he can justify
his policy in terms of sound financing 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 rcasonable

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

1. Comparable data for some ratios for various U.S. industrics can be

found in Annual Statement Studies, by The Robert Morris Associates, Research
Departman%, Philadelphia National Bank Building, Philadelphia, Pennsylvania 19107;
and also in Key Business Ratios, by Dun & Bradstreet, Inc., Industry Studies
Department, 5@ Church Street, New York, New York 10007.



http:necessari.ly

The ratios presented here are the first 14 "causc-and-effect" ratios

for o complete system of analysis discussed in detail in the book The

Meaningtful Int g}_rﬁ‘ljv’r_(f‘lr_.x_l»_i on of Pinancial &St atement ’;_.T.]E?, Causi r_—»_.’x_n_('i.—_l".'if_i'i\_(;l__
Ratio Approach, by Donald E. Miller. In addition, two other ratios have

been calculated corresponding to those presented in Consideraciones Sobre

La Rentabilidad de Las Inversiones Industriales en Mexico, from Companila

: . 2
General de Aceptaciones, SOA.

Data was collected from the firms in 1970 and again 1974, under the
sponsorship of the Monterrey Institute of Technology, the Foreign Area
rFellowship Program, and the Program for Policy on Science and Technology
in Developing Nations, at Cornell University.

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

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

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

1. American Management Association, Inc., New York, New York, 1966. It was
revised in 1972, Thie book is available in Spanish and bBnglish at the library
of the Monterrey Institute of Technology and it is strongly recommended

that it be used with this report to fully understand the uses of these ratios
and their limitations.

2. la. Convencidn Mundial de Ingenieria Quimica, by Lic. Eugenio Garza
Botcllo apd C.P. Salvador . Albo, Compania General de Aceptaciones, S.A.,
Departamento de Bstudios Econdmicos, Monterrey, N.L., for the years

1961 to 1964, The same format has been used here in order to make these

data as consistent as possible with that report. Tt should be emphasized,
however, that the carlier study was based on firms distributed over all Mexico,
while tie one deals exclusively with companies located in Monterrey, N.L.

3. The original study was for a doctoral disscertation in c¢conomics at Cornell
University, United States Joint Ventures and National Manufacturing Firms
in Monterrey, Mexico: Comparative Styles of Management, by Loretta Louise
Good, August, 1972, available in several University libraries in Mexico.




All of the ratios are not equally important. Therefore, they
have been divided into two groups: which can be voughly categorized as

ratios pointing up "causes”, i.e. relationships and finaneial forces which
directly influence the entire operation of the firm, therehy cansing the
effects reflected in the sccond 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-liabilities-to-net-worth.

3. Total-liabilities-to-net-worth.

4. TInventory-to-working-capital.

5. Trade-receivables-to-working-capital.

6. Long-term-liabilities-to-working-capital.

7. Net-profit-to-net-worth.

8. Net-sales-to-fixed-assets.

9. Net-sales-to-working-capital.

1. Current ratio. (sce Miller, p. 20)
Computation: Divide total current asscts by current liabilities. The number
is expressed as "times" or as a number to one (e.g. 2.4-to-1) rather than as a
per cent.

This ratio helps poiﬁt 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 dve tomorrow? A word of warning is in order, though. It has
become a custom to regard a 2-to-1 current ratio as the cut-off point between

"sound" and "unsound" management, but this shonld not be considered an



inflexible, infallible rule. The ratio, by itself, is not an adequate
test since it measures only the quantity of current assets and not their
quality. Solvency may be threatenced by slow-moving, unsalcabie inventory
and doubt ful receivables even when the current ratio is over 2-to-1l. It
is important to use the other ratios together with the current ratio
when making a financial analysis, but other factors being equal, a higher
current ratio indicates a higher degree ot liquidity.

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

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

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 the firm enjoys. With an unusually high debt ratio, managers may
be more cautious and creditors may force the company to take excessively
conservative actions which may inhibit its long-run growth.

3. Total-liabilities-to-net-worth. (see Miller, p. 26)

Computation: Divide total liabilities (current plus long-term debt) by net
worth, and cxpress as a per cent.

This debt ratio is similar to number two above. Because of their
carly maturity, a large proportion of current debt is more pressing in terms
of time. However, long-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-working-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
asscts over current liabilities and can be negative where current liabilities
exceed current asscts. Working capital measures the cushion available for

meeting current liabilities even if current assets were to be suddenly rcduced



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 decrcase in value rapidly due to factors such as style change,
obsolescence, physical deterioration 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-reccivables-to~-working-capital. (sece Miller, p. 33)
Computation: Divide all trade receivables (accounts, notes, ctc.) 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 liguidity, may
be seriously impaired, endangering the firm's ability to pay off its own
debts.

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

1f 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. (scc Miller, p. 44)
Computation: Divide before-tax nct profit1 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 abnormaliy low nect

worth can make even modest profits leok 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.
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§. MNet-sales-to-fixed-assets. (see Miller, p. 47)
Computation: Divide net sales hy fixed assets (depreciated) and express
as a number to one (e.a. 8.1-to-1).

This ratio measures the efficiency of the utilization of resources
tied up in fixed assets. A high value indicates efficient use of
fixed assets, but a high value may also result from the firm renting a
large proportion of its facilities. 1f the ratio is abnormally low,
analysis should consider such factors as the age of the fixed assets
and the recent rate of growth of sales. If sales are growing and the
investment was made recently, a low ratio may not be serious. On the
other hand, if the investment was made several vears ago and sales have
still not grown adequately, the expansion may not have been justified.

9. Net-sales-to-working-capital. (see Miller, n. 51)

Computation: Divide annual nect sales by working capital (i.e. current
assots minus current liahilities and express as a number to one.

Working capital reflects the cycle of assets from inventories to
receivables to cash. A given level of sales will require an adecuate
margin of working capital in crder to meet reqular 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
on the firm's operation. The next five ratios are causal inasmuch as
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-asscts-to-net-worth. (see Miller, p. 57)

Computation: Divide net fixed assets by net worth and express as a
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 by dept. As the
percentage of fixed assets rises relative to a given level of net worth,
working capital will fall, since less capital is availahle 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, tc aet credit-sales-per-dav. b} Divide

all receivables (accounts, notes, etc.) from regular transactions by
credit-sales-per-day. The answer is the collection period expressed in days.

When considered in relation to the firm's terms of sale, its
collection period helps measure the efficiency of its credit and
collection system. If the ratio is abnormally high, a large percentage
of the vear's sales is still on the books, hurting liquidity and perhaps
indicating a iarge 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)

Computation: Divide annual net sales by the book value of inventory and
express as a number to one.

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

and rapidly due to sach factors as physical deterioration, obsolescence,

changes of seascn (demonstrated bv post-Christmas sales), etc.

Slow-moving inventory, reflected in a low ratio, ties up working

capital and may also raise the firm's costs, for insurance, storage, etc.
13, Net-sales-to-net-wor<i. (sece Millex, n. 77)

Computation: Divide annual nct sales by net worth and express as a
number to one.

This ratio measures the intensity of use of stockholders' capital.
If a high turnover of sales to investment is the result of a large
amount of debt, this ray be risky. The overtrader (i.e. a firm which
increases sales greatly relative to a low level of investment) is in
a very inflexible position and is therefore very vulnerable to any
sudden chanaes iu the business environment such as a strike, loss
of a major account, fire, price war, etc. On the othar hand, a
very low ratio may indicate undertrading - i.e. that the firm either
has ecxcessive capital resources or inadecuate sales volume to maximize
returns from the capital tied up in the firm.

14. Net-profits-to-net-sales. (see Miller,_p. 91)
Computation: Divide annual befove-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 heen added for comparability with tha Aceptaciones

study.2

15. Net-sales-to-total-assets.
Computation: Divide annual net sales by total assets and express as "times"
or a number to one rather than as a per cent.

16. Before-tax-net-prcfits-to-total-assets.
Computation: Divide hefore-tax-net—-profit by total assets and express as a
per cent.

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

2. See footnote 2, page 3 for the full reference.



-10-

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 13). Profits
of course are the fiim's reason for operating. They are vital to the
firm's continuing qrowth and are a measure of how well all the fimm's
resources have been managed.

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 (beginninc p. 128) of some
problems firms often cncounter and various corrective means which
might be applied. Such an appraisal should be made periodically and
reqularly so that the firm's officers can make sure that the company's
current financial situation and 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

decisicns are being made.

HOW RATIOS ARE CALCULATED

All of the 47 firms included in the sample have mwanufacturing plants
located in metropolitan Monterrey, N.L., Mexico. They all began manufacturing
prior to 196€. They range in size from annual sales (in 1969) of one million
pesos (80 thousand dollars) to 1,500 million pesos (120 million dollars), with

an average firm size of 1% 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 highest of the ratio values is
the upper quartile. The ratio halfwav between the median and the lowest
value ig 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 rankina. 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 hetween the
uppzr and lower quartiles. So if a firm's ratio values fall outside
this ranage they might be 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 tbe 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 incluiled in the category.

Note however, that the fiqures 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,l

a simple
numerical average (i.e. the sum of all the values divided by the numwer
of values included) was calculated and presented as the micddle item
within any category in brackets. The top and bottom numbers within
the brackets are the range of the values in the category. 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 categorv. 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 .80.

Please note, in addition, that for ratios numbers 4, 5, 6 and 9,
it is impossibie to generate meaningful averages when some firms within
the group have negative working capital and thus rnegative 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.
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When working capital falls still further and is negative, the relationship
between inventory and working capital continues to move in the same
direction, continuing to worsen in some judgmental sense. Thus
the neqgative values of the ratio are ranked above the very high
positive values gencrated as the working capital approaches zero.
However, the Eggcrjca1 values of the ratio move in the opvosite
direction, i.c. the absolute value of the negative numbers gets smaller
and smaller as the size of the working capital deficit continues to
grow, relative to the same given level of inventories. Thus it is
impossible to make any meaningful numerical combination of negative values
with the positive values at the upper end of the rankings for these
ratios. Therefore, if the value of the gquartile 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 meaningless.
The following categories were used:
All Firms: This includes every firm for which there was data in any
given vyear.
Size:
Large Firms: Any firm which had net sales in that year of 20 million
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
sales were used here as this was the only datum available for all firms.
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
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Medium and Small Firms: All firms with net sales for that year of

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

Industrial Classification:
Chemicals: manufacture of chemical substances and products,
including pharmaceutical products, plastics, poliesters,
pigments, solvents, paints, anamels, adhesives, ctc.

Non-metalic Minerals: includes refractory products (ceramics,

brick, etc.) glass products and asbestos products.

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

beer, soft drinks, and various food items.

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

copper and steel, and the manufacture of machinery, industrial structures,
transport equipment, ctc.

Other (Assembly): includes firms which assemble small non-machinery

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