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This article reports some results of a large
empirical study on financial Tleverage. The
article first defines financial leverage and
some of its fundamental principles. This is
followed by a brief description of the study's
data base, which comprises measurements of
financial variables and their dispersions for
more than 3,000 large corporations. Following
that is a discussion of the research findings
and some broad implications of the findings.

I. INTRODUCTION

Financial leverage, as the term is commonly
used, denotes the power a company can obtain,
through debt, to translate a given level of
net income into return on owners' equity.
From the internal viewpoint of the individual
firm, financial 1leverage is a tool to be
employed by management. From the viewpoint of
financial markets, however, financial leverage
is a source of corporate risk, since it
involves indebtedness.

From the external viewpoint, looking at the

individual firm, the degree of financial
leverage is usually an important consideration
for creditors and investors. Financial
leverage should also be an  important
consideration when one looks at industry
averages. The high level of risk that

accompanies high leverage tends to speed up

the retrenchment reactions of business
decision makers to signs of economic
downturn. For this reason, financial leverage
at the industry 1level should be watched

closely by tax revenue estimators as well as
makers of tax policy and fiscal policy.
Industries where financial leverage exceeds
established norms may be deemed potential
sources of weakness in projections of
corporation tax revenues and early
unemployment trouble spots 1if the economy
should show signs of weakening.

financial Tleverage at the industry
provides important information for
analysts in both public and private sectors,
consideration should be given to the
credibility with which the numerical measure-
ment of industry leverage is made. Dispersion
is an important determinant of the credibility
with which an industry average can be used to
represent financial leverage for the companies
in the industry. The findings reported here
show that large corporations vary considerably
in the degree to which they employ financial

Since
level

leverage, even for within-industry com-
parisons. Such comparisons of financial
leverage reveal that certain industries have
exceedingly high dispersions. The present

study suggests some standards for dispersion
(as measured by coefficient of variation) that
might be used to assess the credibility of

527

industry average leverage.

II. FINANCIAL LEVERAGE

Financial leverage is proportional to the
relative size of debt in a company's financial
structure.[1] Figure 1 illustrates the basic
principles of financial leverage.

Figure 1.--I1lustration of Financial Leverage

Total assets......... $ 1,000

Debt.ceeeeenne veeee 500
Equity.eoeeuen.... ... $500
Net income........... $ 100

Leverage factor = (Debt/Total assets)}100
= {$500/$1,000)100 = 50.

Return on equity = (Net income/Equity)100
= ($100/$500)100 = 20.

We have a company here with a thousand
dollars worth of assets. Setting aside the
$500 debt owed by the company Tleaves $500

owners' equity--that part of the company's
assets effectively owned by the company's
owners. Leverage factor, the percent ratio of

qebt to total assets, js fifty percent. Net
income, the amount by which a firm's receipts
exceed its costs, is assumed to be $100.
Return on equity is defined as the percent
ratio of net income to owners' equity. With
our assumed net income of $100 and equity of

$500, we have a return on equity of twenty
percent,

To appreciate the importance of financial
leverage, let's compare the results of three
alternative growth options for this company.
(See Figure 2). Fach of these growth options

expands total assets by $100. This extra
Figure 2.--Growth Options
Item 1 . 2 3
Total assets $1,100 $1,100 $1,100
Debt 550 500 600
Equity 550 600 500
Net income 110 110 110
Leverage factor 50% 45% 55%
Return on equity 20% 18% 22%




capacity is assumed, in each case, to generate
additional revenues in excess of costs
sufficient to push net income up by $10. Note
that option one 1is financed through equal
additions of $50 to debt and equity, with the
leverage factor holding at 50 percent. The
new debt may take the form of a bond issue or
perhaps new loans, either from banks or from
other kinds of lenders. The new equity could
come from the sale of common stock, or, more
tikely, through the use of the corporation's
undistributed internal funds to purchase the
new assets. Option two growth is financed
entirely through equity, with no increase in
debt, pushing the leverage factor down to 45.
Option three is entirely debt-financed,
raising the leverage factor to 55.

The bottom 1ine shows the impact of each of
these options on the firm's return on equity.
The first option, half financed with equity,
half with debt, involves a $50 increase in
equity. With the $10 increase in net income
assumed, return on equity does not change,
since net income and equity increase in equal
proportions. Option two, wholly financed
through equity, results in a decrease in the
company's return on equity since equity grows
by a greater proportion than net income.
Option three, wholly financed through debt
with no increase in equity, results in a jump
of two percentage points in return on equity.
Looking at these results, it 1is easy to
understand at least one source of motivation
underlying a corporation's decision to plunge
deeply into debt.

However, the corporation also has
to avoid excessive leverage
risk: the probability of
stemming from indebtedness.[2] Financial risk
contrasts to business risk: unavoidable
threats to cash flow caused by the business
cycle together with product market hazards

incentive
and financial
company failure

inherent in any line of business. Increased
debt is accompanied by increased interest
expense. Interest expense is a contractual

fixed cost. In contrast to other costs, which
a company is gencrally able, to some extent,
to control during times of cash flow
stringency, interest must be paid when due.
Thus, when a company has too much debt and
interest obligations this involves the company
in excessive risk of default and bankruptcy.
There are no universal standards for
financial risk. What makes a prudent degree
of Teverage for a company would depend on the
company's product markets and business risk,

as well as prevailing norms within the
company's comparison group (generally, firms
of similar size within an industry). The need

for quantitative norms to be used in financial
risk assessment gives wutility to dindustry
averages of financial vratios of the kind
analyzed here.

ITI. DATA DESCRIPTION
The data for this study come from Tlarge
corporations 1in each of 159 nonfinancial
industries. The industries are listed in the

main table at the end of the paper. Companies
are grouped into industries according to major
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line of business--that 1is, the 1line of
business that provides the single largest
source of company sales receipts. The

observation group for the study is defined as
the twenty largest corporations in eqch
industry, but to include no corporation with
total assets less than $50 million. Nineteen

industries in the table have less than twenty
large corporations as defined here, and three
industries (in the service sector) have less
than five large corporations, deemed here to
be too few for meaningful dispersion
analysis. Industries with fewer than twenty
corporations in the observation group are
identified in the footnotes to the table.

The data are part of the IRS Statistics of
Income {SOI) 1983 sample of more than 90,000
corporation income tax returns. The sample
takes in all 1large corporations, as defined
here.[2] Thus the findings reported here are
not based on sample data, but cover all the
top large corporations in each industry.

IV. FINDINGS

The main table presents a substantial volume
of numerical data on financial leverage for
approximately 3,000 large corporations,
grouped into conventional industries according
to major 1line of business. What do these
numbers tell us?

Industry averages of financial leverage for
nonfinancial industries show a moderately
strong grouping around central tendency, with
35 percent of the observations lying within
ten percent of the overall mean leverage
factor of 58.3.[4].

Before addressing the primary question of
interest in  this study: within-industry
dispersion in financial Tleverage, let's look
briefly at what the SOI corporation data show
regarding the propensity of large corporations
in nonfinancial industries to employ financial
Teverage.

Look first at manufacturing. Figure 3 shows
that while the leverage factor in 1983 ranged
from 43.8 percent (for large manufacturers of
furniture and fixtures) to 66.4 percent (for
makers of motor vehicles and equipment), most
manufacturing industries had Teverage factors
within a few points of the average: 53.1
percent. Areas of business activity outside
manufacturing show substantially higher
degrees of financial 1leverage, especially
large corporations in services, with their
mean leverage factor of 68.0 percent.

were computed for

top large

Dispersion measures
financial Tleverage among the
corporations within the 159 nonfinancial
industries covered by SOI data. Since average
leverage factors vary significantly from
industry to industry and standard deviation
tends to vary in proportion to industry
average, dispersions cannot be compared using
standard deviation alone. A conventional
method of placing dispersion measurements on a
comparable basis is used here: coefficient of
variation, the ratio of standard deviation to
group average.



Figure 3.--Leverage Factor Averages for
Nonf inancial Industries

Nonfinancial Industry Average
Manufacturing 53.1
Food and kindred products 56.9
Tobacco manufactures 51.8
Textile mill products 49,1
Apparel and other textile products 49.6
Lumber and wood products 52.5
Furniture and fixtures 43.8
Paper and allied products 51.2
Printing and publishing 52.2
Chemicals and allied products 46.9
Petroleum (including integrated)
and coal products 57.1
Rubber and miscellaneous
plastic products 53.2
Leather and leather products 49.5
Stone, clay and glass products 50.8
Primary metal industries 62.2
Fabricated metal products 47.6
Machinery except electrical 57.6
Electrical and electronic equipment 49.7
Motor vehicles and equipment 66.4
Transportation equipment
except motor vehicles 63.3
Instruments and related products 49,6
Transportation 64.9
Commun icat jon 59.8

Electric, gas, and sanitation utilities 61.2
Wholesale trade 60.1
Retail trade 60.5
Services 68.0
Other nonfinancial industries 64.9

Let's look at some highlights of the main
table. See Figure 4. Industry coefficients
of variation often conform to our
expectations. For example, the relatively low
coefficient of variation of 0.17 for general
building contractors is consistent with the
general  impression that these types of
companies are fairly homogeneous in business
structure. The same observation can be made
for meat packers with their 0.22 coefficient
of variation. Morever, look at the heterog-
eneous industries in the area of fabricated
metal products. We see a coefficient of
variation of 0.64 for large manufacturers of

metal cans and shipping containers and 0.57
for makers of cutlery, hand tools and
hardware; screw machine products, bolts and

simitar products.

The lowest coefficients of all are found in
utilities: 0.07 for electric companies, for
instance. This may reflect the uniformity
imposed by regulatory commissions. Wholesale
trade, while having a few industries with Tow
coefficients of variation {the groceries trade
with 0.24 for example), 1is characterized
mostly by high dispersions. Note especially
large wholesalers of chemical and allied
products with a coefficient of variation of
1.44. This industry has a large number of
"domestic international sales corporations"
(DISC), special Tlegal entities that differ
basically in financial structure from other
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Fiqure 4. -- Coefficients O
0% Varwation for Financial
Leverage ard Dispersion

HETERD
INDUSTRIES

corporations.[5] Finally, as you would
expect, the residual groups, i.e., "others,:
"miscellaneous,” "business not allocable,"

have relatively high dispersions.

Look now at some overall features of this
dispersion. The median coefficient of
variation is 0.37, with one half the
nonfinancial 1industries having coefficients
lying between 0.29 and 0.46. The Tlowest
quarter ranges from 0.07 through 0.29 and the
upper quarter ranges from 0.46 to 1.44. This
suggests a hefty but not overwhelming
magnitude of dispersion in corporate
leverage. It is notable that about a quarter
of the industries have coefficients of
variation as large as one-half.

Three 1likely sources of dispersion in
financial leverage for large corporations are

random variation, differences 1in management
Jjudgment, and  dispersion stemming from
business diversification.

Since the corporate balance sheet shows

values of financial variables at one point in
time--typically  the last day of tax
year--these values could be significantly
affected by random factors. For instance, to
most corporations in nonfinancial industries,
inventories are an 1important component of
total assets, the denominator of the leverage
ratio. Inventories are notorious for sudden
temporary changes, when ups or downs in sales
or production are brought on by such factors
as demand change, calamitous weather,
accidents, or labor strife. Random factors,
whether influencing inventories, other asset
items, or some component of total debt, will
cause company leverage factors to deviate from
values that would otherwise obtain. Thus,
there might be a substantial amount of random
dispersion within the industry, even if all
other sources of dispersion were absent.
Another source of dispersion 1in financial

leverage is the difference in the financial
judgment of corporate management. Given the
same set of market factors, business
conditions, and economic outlook, different

management teams may arrive at different sets
of financial decisions.
These sources of dispersion--randomness and



variation 1in corporate management--may be
considered "icit", in . that they are
inevitable, given the nature of  the
observation unit. There is another source of
dispersion, however, that has an "illicit"
taint. A substantial amount of dispersion
stems from a basic fault in corporate
classification. While each corporation is
assigned to one of a Tlarge number of
industries defined according to finished

products, it is a fact that virtually no large
corporation entirely fits into any one
industry. This is because of diversification,
whereby companies attempt to maximize return
on total investment by obtaining positions in
a variety of product markets. As pointed out
earlier, a company is classified as belonging
to the industry that s the Tlargest single
source of its sales receipts. But this source
could well amount to Tless than half the
company's total receipts. Major components of
a typical large corporation could be engaged
in different lines of business, in which
widely different financial practices are the
norm.

V. DISPERSION STANDARDS FOR INDUSTRY
LEVERAGE FACTOR

The effectiveness of industry average
leverage factor as a summary measure of
financial leverage for the 1industry depends

heavily on the amount of dispersion .in the
measurement. Without doubt, at some high
degree of dispersion a collection of leverage
ratios has so 1little coherence that its
average value does not effectively represent
leverage for the group.

Consider the situation where an industry has
dispersion of such magnitude that its standard
deviation is equal to the arithmetic mean. 1In
other words, its coefficient of variation is

unity. Assuming the underlying configuration
of the industry's distribution of leverage
factors to approximate the normal, with a

coefficient of variation equal to one it would
theoretically require an interval reaching
from zero to twice the size of the average
leverage factor to enclose two-thirds of the
factors of the corporations in the group.
Also, Coefficients of variation greater than
one have the difficulty that the Tower bound
of the interval that covers two-thirds of the
observations Tlies below zero. For the
leverage factor, as with many other economic
variables, such an interval would make no
sense. Since there are no such things as
negative debts, and negative total assets do
not make sense either, leverage factors do not
legitimately drop below zero. For this reason
it seems appropriate here to designate a
coefficient of variation equal to one to be
the upper limit allowable for dispersion. For
coefficients beyond this level, it is deemed
that the collection of leverage factors has

too little coherence for the mean to
effectively represent the group's financial
leverage.

Now consider cases where industry standard
deviation relative to average leverage factor
give coefficients of variation of 0.50 and
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0.25 respectively. In the former case, an
interval large enough to contain two-thirds of
the leverage factors of large corporations in
the industry would reach from one-half the
size of the average factor to one-and-one-half
times the size of the average factor.
Finally, a coefficient of variation of 0.25
would require an interval reaching from
three-quarters to one-and-one-quarter times
the size of industry average leverage.

As indicated Figure 5, those industries are
designated as "poor" that have coefficients of
variation lying between 0.50 and 1.00, those
with coefficient of variation between 0.25 and
0.50 are designated as "acceptable," and those
with coefficient of variation no larger than
0.25 are designated as "good." These
standards are arbitrary but, it is hoped, not
unreasonable.

Consider the twenty largest corporations in
the meat products industry in 1983. See the
main table. These had an average leverage
factor of 73.2 and a standard deviation of
15.9, resulting in a coefficient of variation
of 0.22. This relatively favorable degree of
dispersion places this industry in the "good"
category. On the other hand, look at another
manufacturing industry: Tlogging, sawmills and
planing mills. Here the twenty largest
corporations had an average leverage factor of
43.3 percent. With a standard deviation of
25.7, the resulting coefficient of variation
is 0.59, which gives that industry a “poor"
dispersion rating.

Figure 5.-- Dispersion Standards

Dispersion
Class Credibilitly
CV £ 0.25 Good
0.25 < CV = 0.50 Acceptable
0.50 < CV < 1.00 Poor
cv > 1.00 Unacceptable
Note: There are a total of 155 industries

in the above four groups. Of the 159 non-
financial industries found in the main
table, 3 are without dispersion data due to
either no large corporations or too few for
dispersion analysis. The fourth absence is
the non-industry group: "Nature of busi-
ness not allocable," which shows a coeffi-
cient of variation of 1.04.

The above standards can be used to assess
dispersion in financial Tleverage for Tlarge
corporations in non-financial industries. Of
the 155 nonfinancial industries assessed, 128
of the industries (82 percent)  show
sufficiently Tow degrees of dispersion to rank
in the ™"acceptable" and "good" categories.
Twenty-six industries show "poor."

The only industry having an unacceptably
high dispersion is the wholesale trading of
chemicals and allied products, with a
coefficient of variation of 1.44. As pointed
out earlier, this industry has a large number
of "domestic international sales corporations"



(DISC) that are special 1legal entities that
differ basically from other corporations, in
financial  structure. According to the
dispersion standards suggested, this
industry's average leverage factor should not
be accepted as a summary measure of financial
leverage for the largest corporations in the
industry.

For  industries with coefficients of
variation between 0.50 and 1.00, average
leverage factors should be used with caution,
and with decreasing confidence as the
coefficient of variation approaches one.

VI. SUMMARY OF FINDINGS AND IMPLICATIONS

These findings show a substantial but not
overwhelming amount of dispersion in financial
leverage among the 20 largest corporations of
nonfinancial industries in 71983, The median
dispersion, as measured by coefficient of
variation, is 0.37, with one-half the
industries having coefficients lying between
?.22 and 0.46. The overall range is 0.07 to

The basic implication of these findings is
to bring into question the wuse of the
arithmetic mean--or any other numerical
measure of central tendency--to represent the
financial Teverage of Targe corporations in
those  industries with high degrees of
dispersion, say coefficients of variation
exceeding one-half. For some industries,
where the coefficient of variation approaches
or exceeds unity, there is probably so little
grouping around central tendency that the mean

leverage factor is without meaning as a
summary statistic.
I will finish by disposing of a non-

findings for financial
similar level of

implication.  These
leverage do not imply a
dispersion for other financial variables. A
preliminary Took at 1liquidity ratios, for
instance, suggests substantially higher
degrees of dispersion than for leverage ratios.

Future projects on my research agends for
IRS corporat ion data include  further
investigation into financial leverage, studies
of corporate liquidity trends, and measure-
ments of corporate risk and uncertainty. An
additional promising area of research may be
the study of industrial classification systems
with respect to dispersion criteria.
Groupings of industries may well differ
significantly in dispersion of basic economic
measurements. It should strengthen the
credibility of such measurements to classify
industries accordingly.
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Financial Leverage and Dispersion: Large Corporations
in Non-Financial Industries 1983

Mean | Leverage Gooffient sy  Mean Leverage Costizent
Indu Levera, Indl sverage o
y Facior S';;'gﬂ Variation Factor | Standard | yerigtion
AGRICULTURE, FORESTRY, AND FISHING Radio, television, and communication equipment 57.1 14.7 26
i and d 49.8 171 34
Agricultural production 73 329 48 Other electrical equipment 41.3 195 47
Agricuitural services (except veterinarians), forestry, fishing, Motor vehicles and equipment 66.4 141 .21
hunting and trapping 57.7 ans 54 Transportation equipment except motor vehicles:
Aircraft, guided missiles and parts 628 17.0 27
MINING Ship and boat building and repairing 64.7 220 34
Other transportation equnpmem except motor vehicles 624 244 .38
Metal Mining: Instruments and related products:

Iron Ores® 60.2 8.0 63 Sc:sanc instruments and measunng devices; watches

Copper, lead and zinc, gold and silver ores 41.7 284 68 459 19.4 42

Other metal mining® 858 56.0 65 Op\ical. medical, and opthalmic goods 417 17.5 42
Coal Mining 482 16.5 34 Photographic equipment and supplies 613 26.2 .43
Qil and gas extraction: I ing and ing not

Crude petroleum, naturai gas, and natural gas liquids 66.2 237 .36 allocable 60.7 209 .34

QOil and gas field services 57.4 206 .36
Nonmatallic minerals, except fuels: TRANSPORTATION AND UTILITIE:

Dimension, crushed, and broken stone, sand and gravel 45.9 20.7 45 N AND PUBLIC S

Other nonmetallic minerals, except fuels 481 26.3 55 Transportation:

Railroad transportation 521 16.5 32

CONSTRUCTION Local and interurban passenger transit 60.0 20.4 34
Trucking and warehousin, . 18.0 34

General building contractors and operative builders: Water 3“390,“"0" 9 gg? 215 28

General building contractors 758 129 a7 Transportation by air 73.2 187 26

Operative builders 820 124 15 Pipe lines, except natural gas 69.7 250 .36
Heavy construction contractors 676 178 26 Transportation services not elsewhere classified 700 207 .30
Special trade contractors: o Communication:

Plumbing, heating, and air conditioning 89.7 194 22 Telsphone, telegraph, and other communication services|  53.5 148 28

Electrical work 63.9 214 a3 Radio and Television broadcasting 66.0 33.4 51

Other special trade contractors and contractors not Electnc, gas, and sanitary sefvices:

allocable 76.9 34.4 A5 Electric services 58.2 43 07

Gas production and distribution 64.0 108 A7

MANUFACTURING Combination utility services 58.0 40 07
Wats it i . B

Food and Kindred products: ater supply and other sanitary services 64.7 11.6 18

Moeat products 73.2 159 22 WHOLESALE AND RETAIL TR

Dairy products 60.7 20.5 34 OLESA ADE

Preserved fiuits and vegetables 664 18.8 .28 Wholesale trade:

Grain mill products 524 204 -39 Groceries and related products 658 15.9 24

Bakery products 477 187 41 Machinery, equipment, and supplies 53.5 293 55

Sugar and confectionary products 48.5 218 45 Motor vehicles and automotive equipment 49.7 27.0 54

Mstt liquors and malt® . 539 220 41 Fumniture and home furnishings 67.3 238 35

Alcoholic beverages except malt fiquors and malt 474 18.4 41 Lumber and construction materials 62.1 313 50

Bottled soft drinks and flavorings 633 240 38 Sporting, recreational, photographic, and hobby goods,

Other food and kindred products 56.3 226 40 toys &nd supplies 719 39.4 55
Tobacco manufactures 518 265 49 Metals and mmeruls, except petroleum and scrap 727 246 34
Textile mill products: 5 Electrical g 53.7 318 59

Weaving mills and textile finishing 432 1.0 25 Hardwars, pIumbmg and heating equipment and

Knitting mills 46.3 19.3 42 supplies g 62.9 211 34

Cther textile mill products 57.9 191 33 Other durable goods 63.3 27:5 :44
Apparel and other textile products: Paper and paper products 65.8 46.1 .70

Men's and boy's clothing 521 151 29 Drugs, drug proprietaries, and druggists' sundries 489 283 58

Women's and children’s clothing 46.1 23.1 50 Apparel, piece goods, and notions 79.4 281 35

Other apparel and accessories ' 478 197 - Farm-product raw materials 6.5 23.2 35

Miscellaneous fabricated textile products; textile products| Chemicals and allied products 218 31.0 1.44

not elsawhere classified 525 244 46 Petroleum and petroleum products 66,6 30.9 46
Lumber and wood products: Alcoholic baverages 56.9 314 55

Logging, sawmilis, and planing mills 434 257 .58 i goods; trade not

Millwork, plywood, and related products 57.3 17.9 N allocable ’ 534 362 68

Other wood products, including wood buildings and Retail trade: : i )

mobile homes 56.7 27.2 .48 iiding 1 i i i
Furniture and fixtures 498 208 i Buggggmr!menals, garden supplies, and mobile home
Paper and allied products: Building materiels dealers 499 174 84

Pulp, paper, and board mills 529 137 26 Hardwera tores st 207 %
Prﬂ?hﬁf Pedl”f mum 494 210 43 Garden supplies and mobile home dealers® 748 223 30

inting and pul ing: ;.

N 482 17.7 37 E:;::;r;ﬂt orrr::chanduse stores. 656 119 18

Periodicals " iahi 837 et 2 Grocery stores 58.6 148 25

Books, greeting cards, and miscellaneous publishing 53.3 20. 38 Other food stores 60.2 217 26

Commercial and other printing and printing trade =5 164 a4 Autormotive dealers and service stations: - - )

e all . - - ’ Motor vehicla dealers 822 15.2 18
Chermicals and alied products: =~ ; Gasoline service stations 618 263 43

Industrial chemicals, plastic materials and synthetics isg ;gg gg Other automotive dealers 702 203 ‘2

Druss - y : o . . .

. parel and accessory stores 45.4 207 46

o e B ooy 90048 s 152 o Furniture and home furnishing stores 62.2 1758 29

Agricuttural and other chemical products 475 17.4 a7 Eating and drinking places 550 210 8
Petroleum (including integrated) and coal products:

Petroleum refining (including integrated) 525 128 24 Bn?ovsg:f: sand proprietary stores gg.g ; gg .1 g

Petroleum and coal products, not elsewhera classified 618 334 54 S ores 636 290 45
Rubber and miscellaneous plastic products: ' y X

Rubber products; plastic footware, hose and belting 46.2 12.7 27 Wholesale and retail trade not allocable’ 432 424 .98

Miscellanecus plastic products 60.2 240 40 SERVICES
Leather and leather pvoducts: . 148 .

Footware axcept rubber 41, . E

Leather and leather products not elsewhere classified 578 303 52 Hotels and Qther lodging places prs 5 =
Stone, clay, and glass products: Business services: ! ) |

Glass products 27 8 e Advertising 765 18 18

%mg;'eh’d"s‘l“"rf‘ and plaster products g:'z ;g'i 43 Business Services except advertising 750 345 46

Cones gypsum, Pl g y 42 Auto repair; miscellaneous repair services:

Other nonmatallic mineral products 46.7 188 R Auto repair and services 76.7 16.0 .21
Primary metal industries: Miscellaneous repair services' 816 48.5 59

Ferrous metal industries; miscellaneous primary metal 650 199 2 Amusement and recreation services:

. N Motion picture production, distribution, and services 69.4 288 41

. N‘?"’f;'dw:‘ezfm‘:gg"“ 593 183 L Motion picture theaters 724 235 32

Metal cans and shipping containers 38.6 247 64 A'“‘:x]”'::s"' and recreation services except motion 856 234 3
Cutlery, hand tools, and hardware; screw machine Other somices: - - :

products, bolts, and similar products : e 264 57 Offices of physicians, including i icians 885 16 3

Plumbing and heating, except electric and warm air 388 18.4 47 Offices of dentists' et = 2

Fabricated structural metal products 49.2 106 21 Offices of other health pracitioners' _ - -

Metal forgings and stampings 468 82 30 Nursing and personal care faciliies 759 25 2

Coating, engraving, and allied services® 44.3 225 .51 Hospitals 85.4 a2 15

Ordnance and accessories, except vehicles and guided o6 228 . e aboratorias™ o7 ar o8

missilos' 49 4 B y o, )

Miscallaneous fabricated metal products 67.0 227 24 D pamiaagervioes 20 o A
Machior oo Sloctical 506 185 31 Educationsl services 548 200 5

. . E o Z - _

Construction and related machinery ggg fg; gg aﬁ?&mf ?:gamm»ons’ 54.1 216 40

gm%"g maohlc;]vwfy 59'3 17'7 ‘28 Archnscmral and engineering ssrwces 643 23.2 36

G?nzraal‘im;‘j:nyy ‘achiner 515 17.2 33 auditing, and sorvices* 538 23 40

Office - Y " y » ¥ Miscellaneous services (including veterinarians), not

computing, and accounting machines. 58.6 19.0 32 olsawhere classified 744 333 45

Other machinery, except electrical 58.1 217 a7 sow assi " g :
Electrical and elactronic equipment. 3

Hou 1d appli 50.7 193 a8 NATURE OF BUSINESS NOT ALLOCABLE' 328 344 1.04
NOTE: Each industry is by its 20 largest ions in terms of total assets, unless otherwise noted. Source: Statistics of Incoms, IRS.

factor is the industry arithmetic mean, for the group of largest corporations, of the percent ratio of total debt to total assets.
Coefﬂclsm of variation is the ratio of industry standard deviation to industry arithmetic mean.

Footnotes
a 7 large corporations.  d. 16 large comporations.  g. 15 large corporations.  j. 14 large corporations,  m. 12 large corporations. p. 18 large corporations.
b. 16 large corporations.  ©. 15 large corporations.  h. 6 large corporations. k. 12 large corporations. . 5 large corporations. a. 5 large corporations.
c. 16 large comorations. 1. 9 large corporations. i 14 large corporations. | no farge corporations. 0. Less than & large corporations.  r. 14 large corporations.
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