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The Honorable Joseph C, O'Mahoney
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Washington, D, C,

My dear Senator O'Mahoney:

As the Commission's representative on your Committee, I have the
honor to transmit herewith a report on "The Distribution of Ownership in
the 200 Lardest Non-Financial Corporations.” This report was prepared
by the staff of the Securities and Exchange Commission and is submitted
as part of a study of corporate practices which the Temporary National
Economic Committee assigned to the Commission. ‘

I. Background for Study of the Distribution of Stock Ownership
of Large Corporations

This study of the distribution of stock ownership and control in the
200 largest corporations was assigned to the Commission by the Committee
as an essential part of the investigation into the "concentration of econo-
mic power in their (the large corporations') financial control over pro-
duction and distribution of. goods and services" ordered by Congress in its
Joint resolution of June 16, 1938. These 200 large corporations account
for the bulk of activities in manufacturing and mining industries, electric
and gas utilities, transportation and communication, and, accordingly, an
analysis of the distribution of their ownership gives a picture of the
ownership of most of the Nation's productive facilities. Such ownership
provides, of course, a significant clue to the ultimate center of economic
power in these fields,

¢ : !

The figures which have been assembled in this report present for the
first time on a broad scale information on the size distribution of share-
holdings in these 200 corporations and on the largest shareholdings appear-
ing on the books of these corporations., The data are shown in more detail
and, in several respects, presented with greater refinement than has been
possible in previous studies in this field, They permit the study of some
important aspects of the ownership of large corporations which have remained
largely unexplored and include the first detalled information on foreign
ownership of a considerable number of large corporations.

The report is primarily statistical and the information presented has
been based wherever possible on primary sources, An effort has been made to
present the original data as fully as possible to enable members of Congress
and others interested in the problem of distribution of ownership in large
corporations to rearrange the material and to analyze it from whatever
point of view seems desirable., Material submltted in reports under the
several Acts administered by the Securities and Exchange Commission greatly
facilitated the task of assembling the data for this study.
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11, Summary of Findings

Omitting the explanations and qualifications set forth in the text,
the chief findings of the report may be briefly summarized as follows:

i. Three family groups - the du Ponts, the Mellons and the
Rockefellers ~ have shareholdings valued at nearly $1,400,000,000 which
directly or indirectly give control over fifteen of the 200 largest non-
financial corporations with zggregate assets of over $8,000,000,000 - or
more than 11 percent of their total assets, . Thirteen family groups - in-
cluding these three -~ with holdings worth $2,%700,000,000 own over 8 percent
of the stock of the 200 corporations.

2. Only one-half of the large shareholdings of individuals in the 200
corporations are in the direct form of outright ownership, the other half
being represented by trust funds, estates and family holding companies.

The study clearly shows the importance of these instrumentelities for per-
petuating the unity of control over a block of stock held by an individual
or the members of a family.

3, Each large interest group has shown a strong tendency to keep 1ts
holdings concentrated in the enterprise in which the family fortune origi-
nated. It is apparently uncommon for the income from the original invest-
ment (or other income) to be utilized in the acquisition of large or con-
trolling positions in other big corporations., The branching out of the
Mellon femlly into a dominating position in helf a dozen important corpora-
tions in as many industries is rather unusual and not duplicated among the
other interest groups controlling any of the 200 corporations. Many large
family interest groups, however, have greatly expanded their industrial
sphere of influence by indirect means, viz., the acquisition of conirol
over additional enterprises by the corporations which they control, such
acquisitions being financed mainly out of undistributed profits.

4, In the case of about 40 percent of these 200 largest corporations,
one family, or a small number of famillies, exercise either absolute con-
trol, by virtue of ownership of a majority of the voting securities, or
working control through ownershlp of a substantial minority of the voting
stock. About 60 of the corporations, or an additional 30 percent, are con-
trolled by one or more other corporations. Thus, a small group of dominant
security holders is not in evidence in only 30 percent of the 200 large cor-
porations,

. 5. The financial stake of officers and directors in their own cor-
porations is relatively small, Officers and directors own six percent of
the common stock and slightly over two percent of the preferred stock of
the 200 corporations. One-half of the individual officers and directors
own securities having 'a market value (as of September 30, 1933) of less
than $20,000 each, There were only 245 cases - or slightly more than one
per company. — in which a single officer or director held stock worth more
than $1,000,000 in his corporation. But these few cases accounted for 87
percent of the aggregate value of holdings of all officers and directors.
Most of the large holdings are in the hands of officers or directors who
represent dominant or controlling family ¢roups.

II
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6. The 20 largest shareholdings in each of the 200 corporations ac-
count, on the average, for nearly one-third of the total stock. In the
average corporation the majority of the voting power is concentrated in the
hands of not much over one percent of the stockholders,

7. Another aspect of concentration of ownership in the 200 corpora-
tions 1s shown in the distribution of all stock outstanding by the market
value of individual shareholdings - a type of information hitherto un-
available, There were about 4,000,000.sharsholdings with a value of less
than $500 - out of a total of nearly 8,500,000 record shareholdings in the
200 corporations - but they comprised only.three percent of the value of
all shares of the 200 corporations. The 1,395,000 shareholdings worth $501
to $1,000 apiece made up only another three percent, On the other hand,
there were 415,000 shareholdings with a value of over $10,000 each which
accounted for about seventy percent of the value of the total stock out-
standing in the 200 corporations,

8. The number of Americans owning corporate stock is smaller than gen-
erally believed and probably amounts to only eight to nine million. Thus;
less than one in five persons receliving income own corporate stock. (These
figures, of course, do not include persons who are indirect stockholders
through insurance companies, banks, etc., nor, of course, do they represent
the total number of investors.)

On the average, every stockholder holds shares in three different stock
issues and in about two and one-half corporations. However, consliderably
over one-half of all stockholders own shares of one issue only. In general
the number of issues held increases fairly rapidly with income though even
individuals with large income are generally stockholders in only a relatively
moderate number of different corporations. '

9. The great bulk of the eight to nine million domestic stockholders
owh only small amounts of stock and the dividends they receive represent but
a minor proportion of their total income. About half of 211 stockholders
have an. annual dividend income of less than $100 and holdings worth less
than $2,000. The group which depends economically to a large extent on the
dividends from corporate stocks or the market value of those stocks is very
small and probebly numbers not much more than 500,000 people.

10. The ownership of the stock of 2ll American corporations is highly
concentrated. For example, ten thousand persons (0.008 percent of the
population)own one~fourth, and seventy-five thousand persons (0.06 percent
of the population) own fully one-half, of all corporate stock held by indi-
viduals in this country.

.11, PForeign investors have a considerable stake in the stock of the
200 largest non-financial corporations. Stockholders residing outside the
United States are estimated to own over six percent of the common stock and
nearly four percent of the preferred stock of these corporations, their
holdings having a value at the end of 1937 of about $1, 800,000,000 and
$200,000,000 respectively. These individual holdings represent not less
than about three-quarters of total foreign portfolio investments in the stock
of all American corporations. Foreign ownership exceeds ten percent of
total stock outstanding in about one-tenth of the 200 corporations, For-
eigners, however, apparently have majority control of only one of the 200
corporations, the Shell Union 0il Corp., though their holdings are also very
substantial in Allled Chemical & Dye Corp. and The American Metals Co. Ltd.
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CHAPTER I

SCOPE AND MEANING OF STUDY OF DISTRIBUTION
OF OWNERSHIP IN LARGE CORPORATIONS

1. Place of study in the agenda of the Temporary National Economic Committee

The importance within the agenda of the Temporary National Economic Com-
mittee of a study of the distribution of ownership in corporations is, per-
haps, indicated by the fact that the Presldent, in his message to Congress
of April 20, 1938 on "Strengthening and Enforcement of Anti-Trust Laws", 1/
chose as his first topic the concentration of economic power, and devoted a
consliderable part of his discussion of that subject to the distribution of
stock ownership in corporations. His statement may serve as an apt intro-
duction to this report: "The danger of this centralization [of corporate
assets and income] is not reduced or eliminated, as is sometimes urged, by
a wide public distribution of thelr securities. The mere number of security
holders gives little clue to the size of their individual holdings or to
their actual ability to have a voice in the management. In fact, the con-
centration of stock ownership of corporations in the hands of a tiny minority
of the population matches the concentration of corporate assets,"” This re-
port supports, it is claimed, the President's assertion that the mere number
of security holders obscures the more important fact of concentration of
stock ownership in the hands of relatively few persons. It also provides
important clues towards an answer to the second assertion that most security
holders have little voice in the management. A full study of this problemn,
however, lies beyond the province of this report,

While the total number of Americans ownlng the corporate stock Is known
to be large, the correct figure has been uncertain, with no attempt at a
careful determination made since 1932, Utilizatlion of new and more compre-
hensive material has permitted the estimation for this study of the number of
stockholders within a reasonable margin of error. The number of men and
women owning, at the present time, stock in at least one corporation is
found to be probably between 8,000,000 and §,000,C00 or 6 to 7 percent of the
country's population. This figure is considerably lower than the prevalent
rouch estimates, which have placed the number of stockholders at between
10, 000, 000 an$ 1%, 000, 000.

Only about 1 in 1% inhabitants of this country and less than 1 in 5
persons receiving income owns corporate stock. Most of these stockholders
receive only very small amounts of dividends or none at all, Indeed, it is
probable that about one-half of the 8,500,000 stockholders receive less than
$100 in dividends even in a year of relatively large dividend disbursements
such as 1937, and that not more than about 2,000,000 stockhelders have an
annual dividend income of more than $500, Dividend income, and its fluctua-
tions, are of much less importance for the economic well-being of most of
the remaining 6,500,000 stockholders - and for many of the 2,000,000 stock-
holders with dividend income of over $500 —-- than regularity of employment,
the level of wage and salary rates or the size of their other incceme.

1/ For full text see "Investigation of Concentration of Economic Power",
Part 1, Exhibit No. 1, pp. 185-191.
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At least three out of four stockholders are not dependent for their liveli-
hood on the vicissitudes of their shareholdings. They are not a distinct
group with a predominant interest in high dividend rates or hic¢h prices of
stocks. The number of persons for whom stocks constitute the major source
of income and the major portion of property is very small. It is unlikely
that this group comprises much more than 500,000 persons or one-half per-
cent of the population., For the remaining eight million stockholders the
dividends they receive are only a supplement, though sometimes an important
one, to thelr income. Their shareholdings represent only pert of their
wealth, though often not a negligible part, Safeguarding the integrity of
the stock investment of these 8,000,000 stockholders against encroachment by
large stockholders, management or creditors ls, therefore, an essential
problem of public policy not so much on account of the contribution stocks
make to their income and capital as for two other reasons: (1) The neces-
sity of preserving or strengthening the faith of this numerous droup of
people of generally moderate income in the equitableness of the -econonmic
system under which they live: and (2) the importance of creating conditions
which favor and justify the purchase by millions of small investors of equity
securities in enterprises with which they cannot maintain direct contacts
and which they cannot effectively supervise by their own unaided efferts,

2. Scope of study

While a broad picture of the concentration of ownership of all corporate
stock has been available for many years in the Treasury's "Statistics of
Income", very little has been known hitherto about the distribution of owner-
ship of stock in individual corporations, It is known, of course, that the
stock of the great majority of 2ll small and medium-sized corporations is
owned by a very small number of stockholders, usually members of a family
or a small group of business associates, Figures have also been widely
publicized of the large number of individuals owning stock in some giant
corporations. However, with few exceptions -- mainly the result of the
reports made under Section 16 (a) of the Securities Fxchange Act of 1934,
gection 17 (a) of the Public Utility Holding Company Act of 1935 and of
special investidations conducted under Congressional mandate ~- not much
information has been avallable on the distribution and concentration of stock
ownership in jndividual large corporations, Exploration of this problem,
therefore, forms the main immediate objective of thls study.

The selection of the corporations to be included in an intensive study
of the ownership of equity securities was dictated by the major objective
of the Temporary Netional Economic Committee, i.e., the study of "the concen-~
tratlon of economic power in and financial control over production and dis-
tritution of goods and services."g/ In keeping with this objective it was
decided to limit the study to large corporations engaged directly or through
wholly owned subsidiaries in the production of goods and services, omitting
large corporations in the financial field, such as commercial banks, trust
companies, insurance companies and investment companies., The decisicn to
exclude financial corporations was influenced by the fact that the distribu-
tion of ownership and the control of two important branches of finance, the
life insurance companies and investment companies and trusts have been the
subject in the recent past of study and investigation by federal agencies. ﬁ/
2/ Public Resolution No. 113, 75th Cong. 5d Sess,, Section 2 (a).
2/ See, for life insurance companies, "Investigation of Concentratlion of

Economic Power", Parts 4, 10, 10z, and, for investment companies, the re-~

port of the Securities and Exchange Commission on "Inves'tment Trusts and

Investment Companies” Part Two, <whogla: '
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The specific number of large non-financial corporations to be lncluded
in this study was, to a certain extent, arbitrary and contingent upon the
avallability of materal and the amount of time and personnel alloted to the
study., While it was essential to cover in this group of corporations a large
proportion of the non-financial sector of the corporate econoemy, the number
of corporations to be included had to be kept as small as compatible with
this objective in order to make possible analysis of individual cases
and to prevent the study from becoming unwieldy. The number was finally set
at 200 since it was Tound that inclusion of the 200 largest non-financial
corporations would insure a coverage of not much less than one-half of the
total assets, dividends, shareholdings and stockholders 1/ of all nen-financial
domestic corporations.5/ Limitation of the study to the 200 largest non-
financial corporations seemed the more justified as baslc data on the slze dis-
tribution of ownershlp in an additional 1500 large and nmedium-size corporations
with securitles listed on a national securities exchange are presented in a
companion report,

The 200 non-financial corporations included in this study have been
selected orni the basis of the balance shéet vdlue of thelr total assets at the
end of the fiscal year 1937.@/ The most important exceptions to thls general
principle of selection consisted in (1) the elimination of companies in
receivership or bankruptey on January 31, 1940, und (2) the exclusion of
corporations the majority of whose common stock was owned by 2 company already
included in the group of the 200 largest non-financial corporations, unless
the value of common and preferred stock issued by the subsidliary and outstand-
ing with the public exceeded $60,000,000, the minimum limit of assets which
determined the inclusion or non-inclusion of a corporation in the study.7/

The study thus covers, broadly speaking, the 200 nou-financial corporatlons
(other than companies in bankruptcy and receivership and subsidiaries without
sufficient publicly held equity securities) which had total balance sheet

4/ The report distinguishes throughout between the two terms "stockholder” anc
"shareholdini"., A stockholder is a person (including a corporation) who
owns shares of ohe or more issues of stock of one or more corporations;

a shareholding is a block of shares of one issue of stock, which block is
either ownzd beneficially by one person {(a beneficial shareholding), or
registered in the books of the issuing corporation in the name of one
person (a book or record shareholding).

5/ A factor in flxing the number at 200 was the precedent established by
earller studies in this field, especizally "The Modern Corporation and
Private Preperty" by Berle and Means, and "The Structure of the American
Yconony" by the National Resources Committee.

€/ For a more detailed description of the principles followed in selecting
the 200 corporations, see Appendix V.

Z/ A few additional deviatibus which were found necessary are described in
Appendix V., While the principle of selection was similar to that emploved
by Perle and Means, the group of corporations included in thls study dif-
fers considerably from that used by Berle and Means, mainly because of the
exclusion of companies in bankruptecy, the inclusion of a number of closely
held large corporations and changes in total assets between 1932 and
1937, The differences in the lists are discussed briefly in Appendix V.
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assets of over 60,000,000 at the end of the fiscal year 19%%7.  The exceptions
made from this principle of selection are sufficiently small to justify the de-
signation of the group finally chosen a8 the 2007 largest non-firauncial corporations.

These 200 corperations at the end of 1937 had assets of nearly
$70,000,000,000, or about 25 percent of the assets of 2ll corporations and
about 45 percent of those of all non-financial corporations. They paid, in
1937, about %2,000,000,000 in dividends, or about 40 percent of dividends
paid by all corporations and 45 percent of those of all non-financial cor-
porations.g/ They had about eight and one-half million shareholdings or about
one-third of the shareholdings in all American corporations and about two-fifthe
of those in all non-financial corporations. Perhaps more important than these
figures is the fact that the 200 corporations predominated in zlmost all of
the major manufacturing industries of the country, its electric, gas and water
utilities, its railroads, and large secticns of its retail distribution and
its service industries,

For these 200 large corporations this report shows the size distribution
of book shareholdings (Chapter III), analyzes the holdinds of officers and
directors {Chapter IV) and of forzign stockholders (Chap%er VIII), and studies
the 20 largest book shareboldings, first for broad drcups of companies
(Chapter V) and then for individual copporaticns {Chapters VI ard VII). As
a result of this study it is now known approximately what proportion of shares
outstanding is held In small, medium-sized and large blocks, what proportion
is held by the management and by large stockholders not visibly represented in
the manadgement, what proportion is held abroad, and who are the larde and
probably the dominant stockholders of the 200 largest neon-financial American
corporations, Material is presented in a companicn report on the size dise-
tribution of ownership, though not on its other characteristics, for over
1,700 corporations with close to 14,000,000 book shareholdings, including
about 18% corporations with approximately £,000,000 shareholdings which form
part of the group of the 200 largest non-~financial corporations,

The emphasis in this report is placed on primary factual information,
i.e., statistical tazbles and lists of data pertaining to individual stock
issues. It bhas been felt preferable to present the original data as fully
as possible, thus enabling Congress and other students interested in the
problem of distribution of ownership in large corporations to rearrange the
material in such ways as may best be adapted to their purposes and to analyze
the naterial along various lines which it has not been possible to follow in
this study. It is mainly for this reason that the presentation is not res-
tricted to tebles showing agdregete figures for shareholdings of all the 200
large corporations and for certain industry, size aud stock price grcups of
corporations, btut that there are also made available te the reader in fppen—
dixes  ITI, VIT, VIII and X all the important data for each of the more than
400 issues of common and preferrsd stock of the 200 corporations,

3, Sources of data

While th=z sources and the nature of the data utilizad will be explained
in full in each of the following chapters, it may be helpful at this point
to summarize the sources of the material on which this report is based,

Q/ These figures are after the exclusion of intercorporate dividends.
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Practically all the material underlying Chapters III to VII was obtained
through questionnaires answered by the 200 corporations incliuded in the study
and by many of their officers, directors and shareholders, In particular,
the data for Chapter III were collected with the help of a questionnaire g/
addressed to the 200 corporations. The basic material for Chapter IV con-
sisted, for the great majority of the corporations, of the reports of thelir
officers, directors and principal stockholders, made to the Securities and
Fxchande Commiszion under Section 16 {a) of the Securities Exchange Act of
1934, Many of these reports, however, were reinterpreted or amended through
direct correspondence with these stockholders to make the information usatle
for this study. They were supplemented Ly reports from the directors and
officers of those companies without any issue of equity securities listed on
a8 national securities exchange and, therefore, not falling within the purview
of Sectior 1C (a), The lists of the 20 largest book shareholdings on which
Chapters V to VII are based were obtained directly from the 200 corporations.
The information, however, was supplemented in numerous cases by information
derived from correspondence with the record holders. The material presented
in Chapter VIII on the holdings of foreign stockholders was obtalned from
deta on dividend payments to foreigners collected by the Bureau of Internal
Revenue,

In contrast to Chapters III to VIII, which are based almost entirely on
material hitherto unavallable, the discussion of the number and distribution
of stockholders and shareholdings in all American corporations presented ln
Chapter II uses to a considerable extent published data, particularly statis-
ties of the PFureau of Internal Fevenue, supplermented by material collected by
the Income Tax Study, a Works Projects Administration project sponsored by the
Treasury Department, and other primary material which has recently become
available,

4, Some implications end limitations of study

This study of the 200 lardest non~FTinancial corporations has shown a
high degree of concentration of ownership., The top 1 percent of book share-
holdings, for example, accounted for about &0 percent of the coimmon shares of
these corporafions, For most of the individnal companies not much more than
one percent of the common shareholdings of racord comprised the majority of
all cemmeon stock outstanding., The 20 largest book shareholdings accounted
for more than %0 perceut of the common stock outstanding in about one-fourth
of the 200 corporations; from 25 to 50 percent in one-fifih of the corporations;
and from 10 to 27 percent in one-third of the corporations.10/

9/ " For a copy of this questlonnaire see Appendix ¥YII,

lQ/ Book shareholdings, as reflected in the books of the corporations, are in
many respects an iradequate measure of the distribution of the ultimate
beneficlal ownership of stock. A small proportion of the names appear-—
ing in the books of the corporations are not those of the beneficial
owners but those of nominees, such as brokers, banks and trustees. Thus,
what appesrs to be a large concentrated block may in reality represent
the property of numerous owners, each of whom holds but a small number
of shares., On the other hand, the beneficial owner of a large amount of
stock may have distributed his holding among several nominees. These
difficulties are discussed in some detzil in Chapter III.
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Among the 19 issues of preferred stock of these corporations there were
32 instances in which the 20 largest record owners held over 50 percent

of the issue; about 44 cases in which they held from 2% to 50 percent; and
another "0 instances in which they held from 10 to 25 percent.

As a first step in an analysis of the control situation in large
corporations, the shares held by family and other interest yroups, whieh
may be scattered over a number of record holdings and often represent ledal-
ly distinct holdings, must be brought together. A considerable amount of
this reclasesification of record holdings nas been done in the listings of
the legal and beneficial holders of the 20 largest record shareholdings
shown in Appendlx ¥ and discussed in Chapters VI and VII,

Fven a combination of distinct record holdings of voting stock which
aclually work in concert does not yet definitely solve the prcblems of who
ordinarily controls each of the 200 corporations and under what circumstances
such control, though secure in the usual course of events, might be endanjgered
or lost, The material presented in Chapters VI and VII of this study, how-
ever, identifies not only the large actually controlling blocks of stock
but provides information on the existence of minority bloecks which, due to a
realignment of forces, might become part of a contrnlling group. Also, by
showing the ways in which the bteneficial holdings of families and interest
groups have been broken up among separate individuals and legal instrumentali-
tles,11/ information has been developed that not only indicates the location
of control in the recent past tut also the lines along which control might
be rearranged at some future date.- The material presented in this study
thus sheds light on situations in which, although large family agfregations
of stock exist, owrership and management are separated as in companies with
a widely dispersed stock ownership, but for a different reason, viz, because
of the legal separation beiween voting control of and beneficial interest
in the inenme {rom such aysgregations of stock. A consideration of such
situations leads to forms of control, not covered by this study, which are
independent of or are not primarily dependent on ownership.

Studies and investigations, many of them made by agencies of the Federal
dovernment, have in recent years brought to the attention of Congress and of
the public ths various forms and the prevalence of devices of control over
corporations other than the outright ownership of stocikr embodying control
proportionate to the capital contributed by all stockholders. Voting trusts,
nonvoting stocks, stocks with multiple voting rights, blank stock (author-
lzation to issue unlimited amounts of stock without extending preemptive
rights to old stockholders), managemeni stock and management contracts are
some of the more important of these devices., Other types of control devices
which confer a power of control much larger than corresponds to investment
are represented by pyramided caplital structures and holding company systems,
Here a relatively simall investment in the voting stock ¢of the top company of
the :droup gives control over the much larger funds contributed by all stock-
holders in the entire group of companies, Often equally effective and muck
more common as a method of control, however, is the power residing in the
11/ The nost importent of these legal instrumentalities, trusts and perscnal

holding companies, are mechanisms for keeping tozether blocks of stock

which may represent a controlling or influentizl position in one or a

number of corporations,
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control over the proxy machinery, a power strongly 2betted by the inertia of
the ¢reat mass of small stockholders, his power is wielded, in nost cases,
by the officers of the corporation who, in turn, are largely dependent on
the support or acquiescence of the 1arée stockholders unless holdinds are
very widely scattered,

The present report does not deal with these control devices, They are
hardly open to statistical study and can be explored only by an analysis of
Individual cases, such as was devoted, for example, to investiment companies
and trusts in the Securities and Exchange Commission's study.l12/ These
devices, however, are only additions to ownership control. Hany of them are
ancillary to or dependent on ownership for their effective working. lNot-
withstanding the great importance of these devices, particularly the control
over the proxy machinery, ownership of voting stock remains the basic, the
stablest and the most secure vehicle of control.: The high degree of con-
centration of ownership found in this study must therefore, be regarded as
the minimum measure of control over the 200 larpgest non-financial American
corporations exercised by a small number of large stockholders,

12/ See the Securities and Exchange Commission's report on "Investnent
Trusts and Investment Companies", Part Two, Ch, V, p. 351 et seq. and
Part Three, Ch., II, p. 51 et seq.
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CHAPTER IT
THE DISTEIBUTION OF OWNERSHIP OF AMERICAN CORPORATIONS

Before reporting the results of the detailed study of the distribution
of stock ownership in the 200 largest non-financial corporations, it will be
helpful to present a brief overall picture of the number of stockholders and
shareholdings and of the distrtbution of ownership in all domestic corpora-
tions. ©Such a picture is of considerable interest in itself in any study of
onr corporate system and will, in addition, permit a rough comparison of the
distribution ¢f stock ownership of the 200 corporations presented in Chapters
IIT to VIII with that of all domestic corporations.

Much of the material used in this chapter has not been available pre-
viously., Utllization of this material has permitted a more accurete charac-
terization of important aspects of the distribuation of stock ownership in
Amerlcan corporations than has been possible in the past. A fairly detailed
description of the sources of the material utilized in this chapter, the
methods ot estimation and their limitations as well as a fuller treatment of
the results will be found in Appendix I and II.

1. The present distribution of ownership
a. Types of stockholders

At the end of 1937, approximately 3% percent of the stock of all
American corporations was cowned by other domestlc corporations,:l/ about 1
percent by non-profit institutions, and between 2 percent and 3 percent by
foreigners. The remainder, somewhat over A0 percent of the total stock out-
standing, was owned by domestic individuals and estates and trusts, the lat-~
ter accounting for somewhat over 10 percent of the outstanding stock. 2/
About 10 percent of all stock, comprising close to 20 percent of the stock
owned directly by individuals, was registered in the names of brokers. §/

In the remainder of the chapter certain sections will be concerned with
all types of %tockholders, while others will te devoted to domestic individ-
vals only. Where the difference is of any importance, it will be pointed
out., 4/

g/ Includes relatively small amounts owned by personal holding companies.

2/ These estimates are based largely on the statistics of dividends received,
as compiled by the RBur<au of Internal Revenue.

5/ In appendix I, it is indicated that somewhat over 10 percent of all stock
listed on the New York Stock Exchange was registered in the names of
brokers. This percentage was reduced to 10 percent in estimating roughly
the proportion of all stock registered in the names of brokers. Such stock
is cstimated to have comprised close to 20 percent of the stock owned
directly by individuals on the assumption that only a small proportion of
the shares owned by corporations or flduciarles was registered in the
names of broksrs,

4/ For exumple, in considering the concentration of ownership of all American
corperations as a whole, the discussion is best confined to individuals and
estates and trusts, since the intercorporate holdings cancel out, On the
other hand, this 1s not true of the concentration of ownership in individ-
ual corporations or in the averzis ~~rnanatian.
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b, Number of stockholders

At the end of 19397 there were, it is estimated, from 8,000,000 to
9,000,000 persons in this country owning stock in at least one corporation. 5/
The figure appears to be valid also for the end of 1939. Thls estimate is
substantially below the prevalent rough approximations of 10,000,000 to
15,000,000 stoclkholders, é/ It implles that only about one out of every fif-
teen inhabitants of this country and less than one out of every five income
recipients owned corporate stock.

Though the. number of stockholders at the end of 1937 (or 1933) was prob-
ably in the neighborhood of 8,000,000 to 9,000,000, the number may have been
as low as 7,000,000 or as high as 10,000,000. A considerable degree of con-
fidence can be put in these limits because they are based on separate esti~
mates made by four methods largely independent of each other. 7/

c. Relations between income and stock ownership 8/

The great majority of these 8,000,000 to 9,000,000 stockholders have
small incomes, with over 90 percent receiving net income of less than 5,000
in 1937,

5/ The number of foreign, corporate, and institutional stockholders in
American corporations is very small in comparison to the number of domestic
individual stockholders (See Appendix I)., For gualifications of the esti-
mate of the totzl number of stockholders, see id.

é/ For instance, the estimate of 10,000,000 to 12,000,000 for 1932 in "The
Security Markets," published by the Twentieth Century Fund, and the esti-
mate of 15,000,000 in the April 1938 issue of '"Investior America,'" a publi-
cation of the American Federation of Investors.

7/ The first method of approach is based on the allocation of dividends re-
celved by domestic individuals to different income groups, the data being
obtained primarily from Federal income tax returns. For some of these
groups, the number of dividend reciplents is known, while for cthers it may
be estimated on the basis of an assumed average dividend recelipt per indi-
vidual., This method results, after an upward adjustment for persons owning
non-dividend-paying stocks only, in an estimate of about 6,000,000 to
",000,000 stockholders in 1937. The second method, also largely based on
Federal income tax data, starts with an analysis of the proportion of per-
sons in the different income. levels who received dividends. This method
leads to an estimate of about 47,000,000 to 8,000,000 stockholders in 1937, A
third estimate of about 10,000,000 stockholders is obtained by dividing the
estimated number of shareholdings of domestic individuals in American cor-
porations by the estimated sverage number of stock issues held by such per-
sons, the latter being approximated on the basis of a sample of Federal in-
come tax returns., The fourth approach, completely independent of the three
others, is based on a survey conducted in November 1939 covering a sample
of 5,000 persons' chosen so as to be representative of the ¢eneral adult
population with respect to sex, marital status, age, gevgraphical distri-
bution and economic level. The results of this survey, made for the New
York Stock Exchange by Elmo Roper, were summarized in "The Exchange",
January 1940, pp. 14-15. This lnquiry showed that about 18 percent of the
persons interviewed owned stock. If this ratio is applied to the appropri-
ate population, an estimate of about 9,000,C00 stockholders is obtained.

-

8/ The discussion in this section is confined to domestic individuals and
estates and trusts,
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The prevalence and importance of stock ownershlp vary greatly among per-
sons of different economic levels. 9/ The proportion of stockholders is low-
est among people of small means and steadily increases with total income.

For the country as a whole somewhat less than 20 percent of all income recip-
lents own stock in at least one corporation., However, probably fewer than 10
percent of individuals with an income of less than $1,000 belong to the stock-
holding group. The proportion increases rapldly with income as indicated by
the fact that 70 percent of individuals with income in the neighborhood of
£10,000 and almost all persons (94 percent) with income over $50,000 recelved
dividends in 1937, attesting their ownership of a2t least one issue of

stock. 10/

The lmportance of dividends as a source of income increzases sharply with
total Income. For all individuals, dlvidends in 1937 represented about 7
percent of agdregate income. ;;/ Dividends, however, constituted slightly
over 16 percent of the total income of individuals fiiing Federal income tax
returns. 12/ The percentage rose from 5 percent of total income for taxpay-
ers with a net income of less than $5,000 to almost 60 percent of total in-
come for individuals with 2 net income of $100,000 or more. At the other
extreme, dividends contributed less than 2 percent to the total income of the
approximately 40,000,000 income recipients not filing tax returns with the

U, S. Treesury. 13/

Moreover, the lImportance of dividends as a source of income lncreases
with total income even among dividend reclpients, The proportion of divi-
dends to total income probably was as low as 10 percent in 19397 for dividend
reciplents with net income of less than $1,000, while it was higher than 70
percent for dividend reciplents with a net income of $100,000 or more. 14/

Q/ Certain shortcomings involved in the use of income tax data for a study
of the relations covered in this section should be mentioned: (1) no
distinction is made betwsen taxable individuals and taxable estates and
trusts; {(2) a return may cover more than one person, e.g., husband and
wife; and (3) dividends received through non-taxatle fiduciaries are not
reflected in the data. These deficienclies, however, do not affect the
results substantially.

10/ Some characteristics of the relationship between income and the number
of stocksvowned will be presented, infra.

11/ Sees Survey of Current Business for June 1340, p. 8.

12/ See Statistics of Income for 1937, Part 1, p. 12. This estimate takes
into account the fact that over half of the income from fiduciaries is
dividend income. (Id., pp. 173 and 186.)

13/-These 40,000,000 people arec mainly income recipients with incomes of

less than $1,000 or $2,500, depending on family status, and, in addition,
non-reporting persens who did not file income tax retvurns though legally
required to do so.

14/ This 1s the ratio of dividend income to statutory net income of dividend
recipients. The ratioc of dividend income to total income of dividend
reciplents, which cannot be estimated as readily, would be somewhat
smaller, The differcnce is conslderable only in the very high income
brackets, -
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These figures 1llustrate the relatively small importance of dividends received
by stockholders with small incomes and show that the incomes of stockholiders
of moderate means, who constitute the great majority of the 8,000,000 to
9,000,000 persons owning stock, depend only secondarily on the dividends they
recelve,

d. WNumber of shareholdings

To complete the overall plcture it is necessary to determine the number
of shareholdingds in all American corporations, i.e., the number of holdings
of shares by individuals or other classes of holders,l§/ Comparable information
for the 200 largest non-financial corporations will be presented in Chapter
111,

There were about 197,500,000 shareholdings at the end of 1937 in corpora-
tions with securities listed on a national securities exchange., 16/ The num-
ber of shareholdings was obtained for practically all such corporations from
reports submitted by the companies to the Securities and Exchange Commission.
It was also possible to derive from reports madc to government agencies or
from financlal manuals 17/ a satisfactory approximation of “he numbter of
shareholdings in banks and insurance companies; and in investment companies,
public utility holding companies and large non-financial companies, none of
whose securities were listed on a national securitles exchange. The number
of shareholdings in these companies at the end of 1937 is estimated to have
been azbout 4,000,000, A rough estimate had to be made for all other compa-
nies, consisting mainly of over 400,000 small and medium-slzed corporations.
'This estimate (based largely on the frequency distribution by size of assets
of practically all corporations in the Unitcd States and on tha relationship
between assets and number of shareholdings for a sample of corporations colw
lected In 1922 by the Federal Trade Commission) indicated the existence of
another 3,000,000 to 46,000,000 shareholdings. The total number of sharehold-
Ings in 1937 (or 1939), therefore, probably was about 26,000,000. 18/ Approx-
imately five-sixths of these shareholdings were in common stocks, preferred
shareholdings agg¢regating only somewhat over 4,000,000. 19/

Of the total of 26,000,000 shareholdings in American corporations, it is
estimated that somewhat less than 1,000,000 were owned by domestic corpora-
tions and nen-profit organizations or by foreign stockholders, with the re-
maining 25,000,000 owned by domestic individuals,.

15/ A stockholder is considered to have as many shareholdings as the nun-
ber of different issues in which he holds stock.

16/ Actuaily, there were about 15,500,000 book or record shareholdings which
-are estimated to represent about 197,500,000 beneficial sharecholdings
(See Appendix I).

17/ For details, see id,

18/ The number of shareholdings may well have bheen as low as 24,500,000 or
as high as 2%,500,000. For qualifications of this estimate, see id.

12/ It 15 estimated that somewhat over 20,000,000 of the 26,000,000 share-
holdings were in dividend-paying stocks.,
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e. Relation between income and number of shareholdings

The comparison of 26,000,000 shareholdings (of which over 21,000,000
‘were in commor stocks) and 8,000,000 to 9,000,000 stockholders indicates that
on the average every stockholder held shares in three different stock issues
-and in about two and one-half corporations. 20/ This average, however, is of
restricted significance in view of the great variability in the number of
stocks owned by individual investors, Considerably over one-half of all
stockholders held shares in one issue only. On the other hand, there were a
few stockholders who owned shares in over a hundred issues. 21/ In general
the number of issues held increased fairly rapidly with a stockholder's total
net income or his dividend income.

‘ Preliminary data, based on a random sample of 5,000 Federal income tax
returns g_g/ reporting dividend income of less than $10,000 for 1933, indicate
that stockholders with net income ¢f less than $5,000, and more than $1,000
or $2,500 (depending on their marital status), received dividends from 2.4
corporations on the average in that year. gjs./ About 62 percent received
dividends from only one corporation and only 3.% percent held stock in ten or
more corperations paying dividends. Stockholders with net income from 5,000
to $10,000 reported stock holdings in about 3.2 dividend-paying corporatiens
on the average: 55 percent reported receipt of dividends from one corpora-
tion only; another 7.0 percent owned sheres in ten or more dividend-paying
corporations, ’

A comparabtle preliminary tabulation is alsc available for all individ-
uals with dividend income of $10,000 or over. Of these persons those with a
net income of $100,000 or more held stock in 25 dividend-paying corporations
on the average, whereas persons with net income from $10,000 to #1%,000 held,
on the averagde, stock in 13 dividend-paying corporations. There were only
41,880 persens with dividend income over %10,000, not much over one-half per-
cent-of all dividend recipients, but they accounted for between 700,000 and
800,000 shareholdings in dividend-paying stock lessues, or about 4 percent of
the approximately 20,000,000 shareholdings of domestic individuals in such
stocks.

f. Concentration of stock ownership 24/

Since the total dividends paid by American corporations to domestic in-
dlviduels and fiduciaries in 1937 amounted to somewhat over $4,500,000,000,
Yhe 8,000,000 to 9,000,000 stockholders seem to have received an average div-
idend income of slightly over $500, corresponding to an average investment
with a market value of about $10,000 for the year. 25/

20/ These averages are not affected substantially by the inclusion of domestic
corporations, non~profit organizations and forelgn stockholders. The fol-
» lowing discussion 1is restricted to domestic individuals and estates and
trusts,

21/ In 1936, 101 individual income tax returns reported receipt of dividends
from 100 or more corporations.

22/ See note 9, for an enumeration of some limltations of these data.

23/ There is no reason to assume that the figures would be much different in

193%.

gg/ The discussion in this section is confined to domestic individuals and
estates and trusts,

35./ By the end of the year the average market value of‘_ this investment had
declined, it is estimated, to about $%7,000.



Compared to the average dividend income of $500 in 1937, most stockhold-
ers recelved only very small amounts in dividends and had correspondingly
small investments in stock, Probably in the nelghborhood of half of the
8,000,000 to 9,000,000 stockholders in 1937--a year of relatively high divi-
dend payments--received less than $100 in dividends and not more than
2,000,000 stockholders had an annual dividend income of over $500. There
were not many more than 100,000 stockholders with a dividend income exceeding
$5,000, while fewer than 10,000 individual stockholders recelved over
$50,000 in dividends,

The numerous stockholders receiving small amounts of dividends accounted
for only a negligible portion of all dividends received by individuals. In
1937 the 50 percent of the stockholders each of whom received less than $100
in dividends accounted together for considerably less than 5 percent of total
dividend income of individuals, The more than 80 percent of the stockholders
with a dividend income of less than 2500 probably recelved not much over 10
percent of the total dividend income of individuals. Thus the importance of
the ownership of corporate stock by these small stockholders is hardly con-
siderable in spite of their large number.

These fligures suggest that notwithstanding the wide dispersion of owner-
ship indicated by the large number of stockholders, ownership of stock was
highly concentrated in the hands of a relatively few persons. This is shown
quite convineingdly in Chart I, gé/ Thus the 10,000 persons with the hidhest
dividend incomes, comprising not much cver 1/10 of 1 percent of the total
number of stockholders and about 1/50 of 1 percent of the total number of in-
come reciplents, received about 25 percent of all dividends paid to individ-
vals and mey, therefore, be estimated to have owned, directly or indirectly,
about one~-fourth of all stock of domestic corporations. 27/ Fewer than
75,000 persons, l.e., less than 1 percent of the number of stockholders and
considerably less than 1/5 of 1 percent of the total number of income recipi-
ents, were necessary to account for one-half of all dividends received by
individuals. This certalnly represents an impressive degree of concentration
of ownership. In Chart I it is shown that dividend income is concentrated
even more highly than total income, 28/

gé/In Chart I three Lorenz curves are presented to depict the relative con-
centration of total income and dividend income. (In general, the larger
the area between the Lorenz curves and the line of equal distribution,
the greater the concentration. For a more detailed discussion of this
type of graphic presentation, see Chapter III.) The data on the distri-
bution of total income were obtained from "Consumer Incomes in the United
States", prepared by the National Resources Committee, while the data on
the distribution of dividend ilncome are presented in Appendix I,

227 See note 9, for an enumeration of some limitations of these data, The
data have been adjusted in part for the manner of reporting dividends
received through fiduciaries. (See Appendix I and Appendix II).

28/ The Lorenz curve for total income is based on the distribution of total
income among consumer units, made up of famillies pooling their income in
a common fund and single individuals. Actually, however, there is little
difference between the Lorenz curve based on the distribution of income
among familles and that based on the distribution among single individ-
uals.



CHART I

CONCENTRATION OF TOTAL INCOME AND DIVIDEND INCOME
NUMBER OF RECIPIENTS
(PERCENT OF TOTAL)
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Note: These curves indicate the smallest proportion of income reciplents or dividend
reciplents necessary to account for any given proportion of the total income or
dividend income received by domestic individuals. Thus Curve I indicates the
percentage oOf income reclipients, cumulated from tha largest income reclplent
downward, necessary to account for any percentage of total income received by
individuals; Curve II Indicates the percentage of dividend reciplents, cumu-
lated from the largest dividend reciplent downward, necessary to account for
any percentage of total dividend Income received by individuals; and Curve III
indicates the percentage of income reciplents, cunulated from the largest re-
ciplent downward, necessary to account for any percentage of total dividend
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g¢. Concentration of stock ownership in individual corporations

The concentration of corporate ownership in the aggregate for all domes-
tic corporations, which has been described in the preceding sub-section, does
not necessarily reflect a similar concentration of stock ownership in indi-
vidual corporatlons or in single issues, The concentration of corporate stock
In the hands of the wealthy may result from either large shareholdings in
single issues or a wide diversification of holdings in many corporations, One
of these two aspects of the distribution of stock ownership, the number of
shareholdings typlcally held by individuals, has already been discussed in
sub-section e, when it was shown that, though the higher the total income or
dividend income the higher the number of stock held, even individuals with
large income are stockholders in only a relatively moderate number of differ-
ent corporations. The other aspect of the distribution of stock ownership
Involving the size distribution of shareholdings in the average corporation,
will be considered briefly in this sub-section.

Prior tov this study, data on the distribution of shareholdings in indi-
vidual corporations by number of shares were rare and information on the dis-
tribution of shareholdings by market value practically non-exlistent. 29/ As
this subject will be discussed in detall in Chapter III of this report for the
200 largest non-financial corporations and has been covered in a separate re-
port for a group of 1,710 corporations with securitlies listed on 2 natlonal
securities exchange, a few summary figures will suffice at thls point,

The average shareholding in these 1,710 companiss, which accounted for
about three-fifths of the number of sharcholdings in all domestic corpora-
tions, had a market value, at the end of 1937, of about $3,000. The .averade
shareholding of domestic individuals appears to have been conslderably lower,
not much over $2,000. 30/ However, the averagde is again not particularly
representative of the distribution. About half of all shareholdings had a
market value, at the end of 1937, of less than $500. In splite of thelr large
ninber, shareholdings with a value of less than $500 accounted for only about
4 percent of the market value of all stock cutstanding in these corporations
and roughly % percent of the stock in non-corporate shareholdings. Share-
holdings with a value of over $10,000 each constituted only 4 percent of all
shareholdings but accounted for about 60 percent of the total market value
of shares outstgnding.‘ii/ If corporate shareholdings are excluded, both of
these ratios would, of course, be somewhat reduced; it 1s not possible, how-
ever, to estimate on the tasis of available data how large the reduction
would be.

gg/qu an exception, see the Securities and Exchange Commission report on
"Investment Trusts and Investment Companies" Part Two, Chapter V,
p. 361 et seq.

30/ This is approximately the same figure that 1s obtained by dividing the
average market value of the investment of domestic¢ individuals in
American corporations at the end of 1937, namely $%,000, by the average
number of stocks held, which has been estimated to be about three.

31/ Although these proportions are based on record shareholdings, they are
not much different from those which would be obtained from beneficial
shareholdings., (For detalls see Appendix I.)
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 These figures give a rough indication of the ineguality of the distri-
E'Butlon of ownership in the average corporatlion with securities listed on a
‘national securities exchange. The plcture once more is that of a wide dis-
persion of ownership which is more apparent than real, Notwithstanding the
large number of shareholdings in most large corporations, not much over one
percent of the holders are required in most cases to account for the majority
of the stock outstanding or for voting control. These findings are partic-
ularized in Chapter III in a study of the size distribution of shareholdings
in the 200 largest non-financial corporations and in Chapter VI in an analysis
of the 20 largest book shareholdings in each of the stock issues of these cor-
porations,

Though practically no data are available on the distribution of owner-
shlp of the average small corporation, it is, of course, known that these
companies usually have only very few stockholders. §_2_/ The problem of con-
centration of ownership in these companies, however, does not have the same
economic meaning or importance as the concentration of ownership in the large
corporations covered by this study, because it does not imply control over
funds contributed by a large number of smaller stockholders, unable to influ-
ence the management of their own accord, and because ownership control of
these corporations does not carry with it a position of economic power.

2. Trends in the distribution of ownership

The first part of this chapter has given a brcad outline of the distri-
bution of ownership at the end of 1934, an outline which is belleved to be
still valid at the present time in all important respects. It is of some
interest to compare this picture, even if only in a cursory manner, with the
characteristiecs of the distribution of ownership irn prior years and to indi-
cate any trends which seem to have existed, Though only scattered data are
available for such a comparison, it is possible to discern and explain in
part some important trends in the distribution of ownership, particularly

in the past decade.
a. Number of stockholders

The first detailed estimation of the number of stockholders in domestic
corporations fndicated the existence of between 4,000,000 and 4,000,000 stock-
holders at the end of 192%. 33/ A substantial increase in the number of
stockholders unquestionably ocecurred over the next ten years, as there were
probably between 8,000,000 and 9,000,000 stockholders in 1937. Though any
measure of the extent of the increase is subject tc a considerable margin of
error, the rate of growth appears to have been less spectacular than is often
assumed, the increase in the number of stockholders between 1927 and 1939
probably amounting to about 70 percent. The predcminant part of this in-
crease took place in the first half of the period, i.e., before 1933

}_2_/ In 1922, the only year for which such information is available, =zbout
one-half of a representative sample of companies had less than a dozen
stockholders, (See Appendix I, Table 17).

33/ Means, Gardiner C., The Nodern Corporation and Private Froperty,
(1932), p. 374.
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‘b Number of shareholdings

While the first careful and reasonably accurate estimate of the number
of stockholders was made for as late a year as 192%, there exist prior esti-
- mates of ‘the number of shareholdings. Thus it has been estimated that the
Mmalishnreholdings in American corporations was about 4,400,000 in 1900,
14,400,000 in 1923, and 18,000,000 in 1928. 34/ At the.end of 1937 the num-
" ber of shareholdings, 1t is estimated, was about 26,000,000, the increase in
the preceéding decade taking place largely in the first half of the period.
Though the estimates of the number of shareholdings, particularly those for
the earller years, are subject to considerable error, there is little doubt
that the number had been increasing at a falrly rapid rate for several decades
prior to the end of 1932 and that there has been relatively llittle change
since that year.

c. Implications of increase in number of stockholders and shareholdings,
1927-1937

The increase in the number of stockhclders between 1927 and 103% was
proportionately much greater than the increase in the equity caplital of domes-
tic corporations through new issues. The proportion of the total equity in
all American corporations held by the average individual stockholder, there-
fore, was smaller at the end of 1937 than at the end of 1927. The increase
in the number of stockholders probably resulted in large part from a shift in
ownership of part of the stock outstanding at the beginning of the period
from the hands of a relatively small number of stockholders to a larger number
of stockholders, each holding a smeller average proportlon of the total stock
capitalization, Only a relatively small part of the increase appears to be
attributable to the absorption, through public offerings, of newly-issued
shares by persons not previously owning stock. 35/

It is to be expected that a considerable increase in the number of stock-
holders such as occurred over the period 1927-1937 wculd be accompanied by a
rise in the number of shareholdings. However, an increase in the number of
shareholdings may reflect not only an increase in the number of stockholders
but alse the absorption of newly-issued securities by persons already owning
stock of a greater diversification of their holdings of cutstanding stock. ié/

34/ The first two estimates were made by H. T. Warsnow {(The Distribution of
Corporate Ownership in the United States, Quarterly Journal of Economics,
November 1924); the third by Gardiner C. Means (The Diffusion of Stock
Ownership, Quarterly Journal of Economics, August 1930). As a result of
an apparent upward bias in the manner of thelr derivation, these figures,
originally estimated as the number of book shureholdings, are probably
a closer approximation of the number of beneficial holdings. (See
Appendix II). They have been used as such in this report without upward
adjustment.

35/ New issues of investment companies and trusts and of utility companies
are two important instances in which, it appears, the purchasers freguent-
ly did not previously own stock in any corporation.

36/ Changes ln record shareholdings also reflect shifts into or out of brok-
ers' names, but an attempt has been made (Appendix II) to adjust for this
mechanical factor in order to lsolate the trends in beneficial sharehold-
ings which are discussed above. The effect of such shifts does not seem
to be so important as has been supposed,
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For the period 1927-1937 37/ the most important reason for the increase in
the number of shareholdings by abcut 8,000,000 seems to have been the pur-
chase of shares by persons not previously owning stock. There ls some
evidence~~though the data are not conclusive--of a slight decline in the
average number of shareholdings per individual over the period, possibly
occasioned by the shift of ownership in the direction of the new smaller
owners,

One aspect of the increase in the number of shareholdings is subject to
some degree of measurement; viz, the acquisition of newly-issued stock by
persons not previously holding such stock. It is estimated that the absorp-
tion of newly-issued stocks accounted for somewhat less than one-fourth of
the increase in the number of shareholdings from 1927 to 1937, ig/ The re-
nainder of the increase must be attributed to transactions inveolving a2 shift
in ownership from larger to smaller stockholders, such as is reflected, for
example, in the odd-lot purchase balance on the New York Stock Exchange. 39/
All of these tendencies are, of course, also reflected in the increase in the
number of stockholders,-

d. Concentration of stock ownership

There ls, then, evidence of 2 wider diffusion of ownership in American
corporations at the end of 19%% than at the end of 192%, both in the larger
number of stockholders and the smaller preoportion of the total equity in
American corporations owned by the averazde stockholder. Further evidence
pointing in this direction is provided by the substantial purchase balance in
odd-lot trensactions on the New York Stock Exchange from the end of 192% to
the end of 1924%, The guestion naturally arises whether this constitutes a
significant or important diminution over this period in the degree of con-
centration of stock ownershlip in the hands of a few persons, in spite of the
fact that a very high degree of concentration has previously been shown to
have existed even at the end of 193%, Data on the distribution of dividend
income in 1927 and 1937 would seem to furnish the simplest means of investi-
gating this problem. Unfortunately the data available (viz, information
tabulated from income tax returns) are not on a striectly comparable basis
through this period. 1In particular, an important element of non-comparability
between 1956 and 1927 and earlier years is intrcduced by the different treat-
ment of dividends receilved through fiduclaries and partnerships. Neverthe-
less, it is still possible to use these data to obtaln a rough idea of changes
in the concentration of dividend income over the period from 19297 to 193%7. 40/

37/ The number of shareholdings at the end of 1927 was probably not much
smaller than at the end of 1028, for which it was estimated at
18,000,000 by Gardiner C, Means.

38/ For details see Appendix II,

39/ The purchase balance of odd-lot customers on the New York Stock Exchange
and the acquisition of newly-issued stock ty persons not previcusly hold-
ing such stock zre, of course, not entirely independent as part of the
inerease in the number of shareholdings resulting from the absorption of
newly-issued shares may be reflected in the odd-lot btalance on the New
York Stock Exchande. (On the New York Stock Exchange odd-lot trading re-
fers generally to trading in lots from 1 to 99 shares.)

40/ See Appendix II, for detalls and qualifications. A partial adjustment
was made in the data for 19397 for purposes of compearabillty with prior
years.
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The following table shows that though there is some evidence of a small-
er degree of concentration of stock ownership in the hands of a few persons
at the end of the period than at the beginning, the difference is not very
substantial. PFurthermore, there is no suggestion of a contlnued trend in
this direction, as the only indication of diminution in the concentiration of
stock ownership appears in the first part of the period and there 1s even
some evidence of a slight reversal of thls tendency in the second part. 41/

Lardest indlividual dividend Percentage of all cash dividends
reciplents reporting on in- received by domestic
come tax raturns . individuals

gggj 1929 1631 1922 1935 1937
Largest 1,000 reciplents 12.5 11.97 12.% 13,1 13,0 10.4
Largest 25,000 reciplents 43,5 29.5 29,1 42.2 41,2 39,6
Lardest 100,000 recipients 66.0 59,4 56.5 58.0 60.0 57.5

The same results are presented somewhat differently in the table below which
shows for each year the number of stockholders and the proportion of the pop-
ulation of the United States necessary to account for one-half of the total
cash dividends received by domestic individuals.

1927 1929 1931 1233 1935 1937
Number 38,000 51,300 9,500 45,000 4%,000 61,000
Percent of population .032 .042 .048 .036 .03%% .04Y%

It is not impossible that the zpparent shift in corporate ownership indicated
by income tax data may simply reflect differences in reporting on income tax
returns, tax evasion devices, or other mechanical factors, However, in con-
Junction with the smaller average proportion of the total capitalization of
American corporations held by individuals at the end of the period, and the
substantial purchase balance of odd-lot transactions on the New York Stock
Exchange over this period, these data do appear to indicate a somewhat wlder
diffusion of ownership in 1937 than a decade earller.

These flgures, of course, do not directly reflect changes in the dedree
of concentration of ownership in the average corporation., Such changes would
have to be ascertained by a study of the distribution of ownership in 2 rep-
resentative sample of corporations for both the years 192% and 1937, a study
for which necessary data are not available. 1t seems likely, however, on

41/ The apparent decrease in the concentration of dividend income from the
end of 1935 to the end of 1937 is partly, and may be entirely, due to
such changes in reporting methods as could not be adjusted for. How-
ever, the direction of the change is in accord with the substantial
purchase balance in odd-lot transactions on the New York Stock Exchande
from 1935 through 193%.
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the basis of the data already presented, that there was a somewhat wider
diffusion of ownership in the average ccrporation at the end of the decade
than at the beginning though the difference was probably not very pro-
nounced. 42/

Very little is known azbout changes in the distribution of ownership of
corporate stock for earlier periods. Prior studies, based on dividends re-
celved by individuals in different net income classes as reported irn Pederal
income tax data, suggest that there was a considerable shift in corporate
ownership from larger to smaller stockholders during the period 1916 to 1621,
with little change in the subsequent years up to 1927, 43/

42/ Further evidence pointing to a wider diffusion of ownership in the
average corporation at the end of the decade than at the beginning is
furnished by the fact that for 43 very large corporations (comprising
those companlies among the 200 lardest non-financial companles for
which the information was readily available) each record shareholding
in 1937 represented on the average & smaller proportion of the total
capitalization of these companies than it did in 1927. (See Appendix II),
‘"This evidence, however, is far from conclusive, particularly in view
of the non-~random nature of the companies included.

g}/ H. T. Warshow in the Quarterly Journal of Economics for November 1924
covered the years 1916-1922 while Gardiner C. Means in the August 1930
issue of the same journal extended this study to the end of 1927,
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CHAPTER II1

THE SIZE DISTRIBUTICN CF OWNERSHIP OF THE 200
LARGEST NON-FINANCIAIL CORPORATIONS

1. Scope and arrangement of chapter

This chapter summarizes the statistical material accumulated on the
distribution by size of shareholdings cf the common and preferred stocks
of the 200 largest non-financial corporations. Chapter IV deals with the
holdings or officers and directors in these 200 corporations; supplementary
information on the holdings of perscns other than officers and directors
ewning more than 10 percent of azny issue of equlity securities of these
campanies is presented in Appendix VIII., In Chapters V to VII the 20
largest record sharcholdings in each equity issue of the 200 corporations
are analyzed., Finally, Chapter VIII describes the extent of the foraign
holdings in the 2CO corporatlions. Together Chapters III through VIII give
a fairly detailed picture of the distribution of ownership of the equity
securitlies of the 200 largest non-financlal corporations snd of large or
controlling shercholdings in these companies at the end of 1537%.

The remainder of this chapter is divided into six sections. In the
first of these sections the 200 corporutions covered in the study are com-
pered with all domestlic corporations with respect to size of asseis, value
of equity securities, and number of shareholdings using the overall esti-
mates developed in Chapter II. It is found that the 200 largest non-
financial corporations represent between two-fifths and one-half of the
asgets, dividends, shkareholdings and stockholders of 211 non-financial
domestic corporations. Determination cf the distribution of ownership in
these 200 corporations, therefore, goes very far toward answering the
question of the concentration of ownership in one of the most significant
segments of our corporate eccnomy.

he four sections then following (Sections 3 to £) describe znd dis-
cuss the main statistical features of the size distribution of stock owner-
ship of the 20C largest non-financial corporations. In Section 3 this
statistical discussion deals with the total number and value of sharehold-
ingds in the 200 corporations as a whole and in groups classified by industry
aud size of i¥suer, type and price of issue, number of shareboldings, and
average value per sharekolding. Sections 4 and % summarize the materizl
on tihe size distribution of all shareholdings in the 200 corporations. Ths
discuseion in Section 4 is based on the distribution of ithe approximete total
of 8,500,000 shareholdings by the estimated market value of each holding.
In contrast, the basic material of Section % consists of a classification of
these same £,%500,C00 shareholdings by the number of shares included in each
holding. Section & is davoted to a discussion of the dedree of concentra-
tion of ownership existing in the 200 largest non-financial corpcraticns,
for industry znd size groups of issuers and for selected individual issues
and wmay be regarded, in many respects, as a summary of the findings of the
entire chapter. Section % describes briefly the nature of the date utilized
in this chapter.

The statistical material on which Chapter III as a whole is basad is se
voluminous that it wss found preferable to present in the text only = few
figures and a number of charts. UFowever, the basic data on the size dis-
tribution of shareholdings for each of the more than 4C0 lssues of common
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and preferred stocks of the 200 corporations are presented in detail in Sec-
tions I to III of Appendix III, Statistical aggregates on the number of
shareholdings and on the distribution of shareholdings by number of shares
and estimated value of heldings will be found in the tables constituting
Appendix IV,

2. Comparison of 200 largest nen-financial corporations with all domestic
corporations

Although the 200 corporations included in the study represent only &n
insignificent fraction--not more than 0.2 percent--of zll domestic corpora-
tions, they accounted, in 1937, for about §,500,C00 shareholdings, ocut of
about 24,000,0C0 record shareholdings in 211 domestic corporations. The
200 corporations whose distribution of ownership is studied in detzil in
this report, thus accounted for about one-third of the sharszholdings of all
domestic corporations and about two~fifths of those of mon-financisl
corporations.

Cn the othar hand, it is not possibtle te determine how many of the
§,C00,00C to 9,000,000 stocikholders in American corporations owned shares
of at least one stock issue of these 200 corporations., It is obvious, of
ceurse, that the number of persons holding shares of one or more lssues of

he 200 corporations is considerably smeller than 8,50C,000--the number of
record shareholdings--since many investors undoubtedly owned shares in more
Lhan one equity issue of thesc corporations. There are neither over-zll

nor sample data to serve as a basis for an ectimzte of the average number

of different issues of these 200 corporations held by persons who own shares
in at least one issue (the so-called "duplication ratie"), Use eof the
duplication ratic of about 3 applicable to all corperations 1/ yields an
estimate of about 3,000,000 persons owning stock in the 200 largest non-
financial corporations.

The mariket value of the 404 issues of common and preferred stock of the
200 corporations at the end of 19%% zmounted to about $3%,000,C00,C00. This
vwas somewhat over one-third of the esbtimated value of the steck of all
domestic corporations and protably around one-hali of the value cof the stock
of all non~financial corporations. Of the 404 issues, 295 wera listad (cr
admitted to unlisted trading privileges) on the Wew York Stock Exchange cor
the New York Curb Exchange. The market value at the end of 1637, of these
issues ogéregated about $28, 400,000,000, or approximately 60 percent of tha
value of all equity securities listed on the two Hew Ycrk exchanges and
nearly &% percent of that of the stocks of non-financlal corporations so
listed.

The 200 corporations in 193% paid dividends amounting to about
$2,200,C00,000¢. This was equivalent to fully 30 percent of agiregate divi-
dends paid by all American corporations and about 2% percent of those paid
by non-{financial corporations. If intercorporate dividends were eliminated,
which can be dene only very roughly for the 200 corporations, the share of
the 2¢0 largest non-financial corporations in dividends paid to non-corporate
stockholders would probably be over 35 percent for all domestic corporations
and about 40 percent for non-financial corporatioans.

1/ Cf. Chapter II.
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The total assets of the 200 corporations, based upon consolidated
balance sheets at the end of 1937, amounted to about $470,000,000,000. 2/
They were thus equal to about 25 percent of the assets of all demestic cor-
perations submltting balance sheets to the Eureau of Internal Revenue and
to slightly over 40 percent of the assets of all non-financial corporations. Q/

Measured either by number of shareholdings, market value of securities,
dividends paid or total assets, the 200 largest non-financlial corporatlions
studied in detail in this report, then, represent dbetwecen two-fifths and
one-half of all non-financlal corpcrations.

The proportion of assets represented in the group of 200 corporztlons
varies, of coursze, very much among the major industries. Only a very small
fraction is covered of all corporate assets in the service industries (with
the exception of motion plctures), in the construction industries and in
merchandising with the exception of certain branches of retail trade such as
chain stores, mail order houses and department stores, The proportion is
also low--not over 10 percenit--in most consumers' goods industries, such as
textiles, paper and printing, leather, and beverages. In the tobacco and in
the food industries (malnly as a result of the high coverage in the meat
racking industry) howszver, about one-half and one-third, respectively, of
total ccrporate sssets are cevered. In the chemicel industry also about
one~-third of the total corporate assets is zccounted for by thoss companies
included in the study, but the proportion appears to be relatively higher in
heavy chemicals. One-half or more of total assets is represented for such
important industries as petroleum refining, automobiles, steel, non-ferrous
metals and several important sections cf the machinery industries. The
proportion of assets covered by the companies in the group here studied is
also high in the railrocad and the electric power industries, amounting to
about one-half in beth cases.

3. Munber arnd value of shareholdings
a. dAggrepate number and value of shareholdings

The 200 largest American non-financial corporations, arcund the end
of 1937, reported slightly under 8,500,000 record shareheldings, consisting
of 7,027,C00 holdings of common stock and 1,394,000 holdiags of preferred
stock. 4/ Thq_aggregate valiue of these shareholdings at the prices of
December 31, 193%%7 amounted to approximately $33,200,000,000. The 20& common
stock issues of the 200 compznies had an agdregate value of about
$28,100,000,000 while their 196 issues of preferrecd stock wers valued at
&5, 200, GOC, 0OC.

2/ Fer lists of companies, showing the total assets of each, see Appendix V.

2/ Both the figures for the agsregate assets of the 200 corporaztiens and for
the corporations reporting to the Bureau of Internal Revenue include cer-
ltain duplications resulting from inter-corporate shareholdings, loans and
other transactions. It is probable that these duplications zre relatively
more lmportant for ell corporations than for the 200 corporations and that,
therefore, the actual proportvion of total assets represented by the 200
corperations is slightly hidher than the figures given in the text.

g/ For discussion of differences between record and beneficlal shareholdings,
see inira.
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Charts I and III show the importance of manufacturing companies in
the group of 200 corporations. (For dstalls sece Appendix IV, Table 22
for common stock ard Table 28 for preferred stock,) Among commen stocks,
the 101 issues of ¢6 manufzcturing corporations accounted for about 52
percent of the totsl number of shareloldings znd 6% percent of the estimated
total marke® valus. Amoug the preferred stocks the predoainaice of manu-
facturing companies was oniy slightly less rronounzed, the 75 issues of
61 macufzcturing corporations representing almost 41 percent of the total
nuber of shoreholdings and slightly over 50 percent of the tctal market
value of the issues included in the study. Measured by the number of
shareholdings and the market velue of the shares held, the most important
industries in the manufacturing group were petroleunm refining, machinery
and tools, zutomohbiles and paris, chemicals, noen-ferrous metals, iron and
steel, tcbacco preoducts and foods.

The electric, gas and water utility companies held second place among
the major industrial groups. The 47 common stock issues of the 45 companies
in this industry accounted for about 22 percent of the tctal shareholdings,
but for only 11 percent of the aggregate market velue., Among the preferred
stceks, on the other hand, this industry wac first in importarce, the €1
issues ol the 39 ccmpanies represented accouating for slightly under &0
percent of the totzl number of preferred sharcholdings, but for only adout
3% percent of the total market value of all such issues included in the study.
Communicetions ranked third among the major industrial groups, due mainly to
the large number of shareholdings and the very substential aggregate value
of the common stock of the American Telephone & Telegraph Co. Rallroads
(which had Leen more afflected by the exclusion of companies in recelivership
than any cther industry group) accounted for but 9 percent of the number of
common shareholdings and for only 6 rercent of their adgregate value; among
preferred stocks the comparable proportions were nezrly 7 percent of share-
holdings and somewhat over 6 percent of the market value of all issues
covered, The fifth major industry group, merchandising, had sbtout 3-1/2
percent of the number and 4-1/2 percent of the value of common sharecholdings,
but less than 2 percent of the number and less than 3 percent of the value
of preferred shareholdings.

The number and value of shareboldings of commen stock of the 200 cor-
porations are classified in Table 23 by the size cf the iscuer; the compar-
able picture for preferred stock issues is presented in Table 29. The 44
glant corporations with assets of over $500,000,000 each accounted for
3,644,000 common shareholdings, or 5% percent of the total numbsr of common
shareholdings in all of the 200 corporations, and for 514,000 preferred
shareholdings, egquivalent to 45 percent of tie total. The prcportions re-
presented by bhees giant corporations were slightly lower when neasured by
the merket velue of the shares outstanding, amouniing tc about 47 percent
for common stocks and 42 percent for preferred stock issuss.

The classification of shareholdings of the 404 issues by price con
Decembter 31, 1937 is shown for common stocks in Table 24 and for preferrsd
stocks 1i Table 20. Among the common shareholdings approximately 2% percent
was in lssuss selling at uuder $10 per share, 30 percent in lssues griced
between $10 znd $3C, 28 percent in issues in the %32C to 340 range and 17
percent in issues selling at over $£0 per share. Among preforred stocks the
proportion of lssues selling at higher prices was, of course, larger. Thus,
only 4 pcrcent of the total preferred shareholdings was in issues selling
at under $1C per share, and 21 percent each in issues in the $10 to $30 and
$30 to $60 ranges. On the other hand, about 55 percent of all prefsrred
shareholdings was in issues with a price of $40 or wmore,



CHART II
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CHART III
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Of the total 7,027,000 common shareholdings 87 percent was accounted
for by the 155 issues listed on the New York Stock Exchange, as shown in
Table 2%, and over Y9 percent by the 187 issues listed on any exchange.
Table 33 indicates that both proportions were considerably lower for pre-
ferred stock issues, amounting to 46 percent for the 127 issues listed on
the New York Stock Exchange and slightly under 90 percent for the 193 is-
sues listed on any exchange. In other words, unlisted issues included
arcund 10 percent of all preferred shareholdings, but less than 1 percent
of all common shareholdings. Measured by the market valuve of issues, on the
other hand, the proportion of unlisted issues is considerably larger among
comnon stocks because of inclusion in this group of a few cleosely held is-
sues of considerable value., On a combined baslis, unlisted issues accounted
for about 5-1/2 percent of the total value of 2ll stocks of the 200
cerporations.

b. Distribution of issues by number of shareholdings and by value

The gtocks covered in the study varied in type from 14 issues of
common and 4 issuves oi preferred stock wholly owned by a parent corporation,
and the issues held by smzll groups of individuals, such as the stock of
the Ford Motor Co., to the common stock of the American Telephone & Tele-
graph Co., with £41,306 shareholdings. No distinctions were drawn in the
statistical presenteation between issues of corporations that were closely
held, as opposed to those widely held. While ths subject of large share-
holdings is ireuted in detail ir Chapters V to VII and in Appendix IX, it
may be noted at this point that in nearly 50 of the 208 common stock lssues
included in the tables 50 percent or more of the outs‘anding shares was
owned by a single family or a small ¢roup of holders, while a gimilar
situation prevalled among 24 of the 164 outstanding preferred stock issues.
These closely held issues accounted for 11 percent of the total value of
all common stock issues and slightly over & percent of that of all preferred
stock iessues iacluded in the study.

fhe distribution of the 404 issues by the rumber of shareholdings per
issue is shown in Table 25 for common stocks and in Table 31 for preferred
stocks. Among the 208 common stocks there were 24 issues with less than
1,000 shareholdings sach, including the 14 issues wholly owned by a single
other corpecration, The number of shareholdings varied between 1,000 and
10,000 in &2 cases, which together accounted for not much over 4 percent
of the total.common sharcholdings in the 20C corporations. The 109 issues
with 10,000 to 100,000 shareholdings accounted for rearly 3,700,000 share~
holdings in the z2ggregate, or slightly over 50 percent of tne totzl. There
were only 13 lissues with more than 100,000 shareholdings each, but combined
they accounted for 3,063,000 shareholdings, or nearly 44 percent of the
total, the common stock of the American Telephone & Telegraph Co., alone
representing nearly 10 percent of a2ll shareholdings in the 208 issues. The
importance of a few widely held stocks was evident in the fact that the 20
issuea with the largest number of shareholdings--75,0C0 or more in each
case--while representing only one-tenth of all lssues, a2ccounted together
for more than one-half of all reported common shareholdings in the 200
corporations.

Amonjf preferred stocks the share of a small number of issues with
numerous shareholdings was somewhat less pronounced, Of the 196 issues, 34
had less than 1,000 shareholdings each and together acccunted for less than
1 percent of total holdings, compared to 24 issues with not even one-tenth
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of 1 percent c¢f all shareholdings among common stocks. Over 120 issues—-
or more than 380 percent of the total number against only a2 little over 30
pvercent among common stocks--had between 1,000 and 10,000 shareholdings
each, and together represented nearly 40 percent of the total against a
proportion of less than 5 percent for common stock issues. There were only
%39 preferred stock issues--about one-fifth against a comparable preoportion
of three-fifths among common stocks--which had more than 10,000 sharehold-
ings each, together accounting for about 60 percent of all shareholdings,
compared to 9% percent in the case of common stock issues. The largest
preferred stock issue-~that of the United States Steel Corp.--had less than
67,000 shareholdings or only about 10 percent as nany holdings as the most
widely held common stock, that of ihe American Teliephone & Telegraph Co. 5/

c. Average value per sharcholding

fON
~.

The average value per shareholding obtained by dividing the total esti-
nated value of all issues by the number of shareholdings amounted to just
over $4,000 for common stocks and to about 3%,7C0 for preferred stocks,

he 208 common stock issues of the 200 corporatiorns are distributed in
Table 26 by the value of the average shareholding in each individual issue;
comparable date are shown for preferred stocks in Table 32. Only 30 of the
commen stock issues, or less than 1% percent of the total, had an average
value per shareholding of less than $1,0C0C. Together these issues acccunted
for about 1,800,000 shareholdings, or 23 percent of the total, but their
aggregate value amounted to less than 3 percent of that of all 2038 issues.
At the other extreme, the average value per shareiholding exceeded $£10,000 in
5% issues, comprising less than 5 percent of all shareholdings, but over 25
percent of the total value of all issues. The very wide range in the value
of the average shareholding per issue of common stock represents to some
extent, but by no means entirely, differences in the size of the original
average investment. A considerable part of the variation in the 1037 market
value of tlie average shargholding is a result of price developmenis occurring
after the initial offering. It is evident, in particular, that many of thé
issues which now show a very low value per averege shareholding were not
distrituted in correspondingly small blocks, the low value rather reflecting,
to a large extent, decline in the price per share between the date of
original offering and December 31, 1G3%.

5/ The importdnce of a relatively few large issues is also shown when the
individual issues are classified not by the number cof shareholdings, but
by their caleulated value at the end of 193%7. (See Table 70, for common
and Table %71, for preferred stock.,) The average market value per issue
of common stock was about £135,000,000, but onz-half of the issues had a
value of about $60,000.000 or less. Among preferred stocks the average
value was only $25,000,000 and one-half of the iLssues showed a value of
less than about $15,000,00C. While each of the issuing cerporations had
assets of more than §50,000,00C, cver 15 percent of the common stock
igsues and about 40 percent of the preferred stock issues had a value
of less than £10,000,000. Not less than 74 common stock lssues, or over
one-third of the total had a totml value of $10¢,000C,000, or more, but
only 8 preferred stock issues exceeded that limit., These issues ac-
counted for about 23 percent of the total value of all common and 28
vercent of that of all preferred stock issues of the 200 corporations.

§/ The aversge value per shareholding reflects not only individuval but cor-
porate shareholdings which in some cases exert the more dominant influence.
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Among preferred stocks 32 issues, or zgain about 15 percent of the
total number had an average value per shareholding of less than 31, 000.
These accounted, together, for almost 25 percent of the total number of
preferred shareholdings but less than § percent of their aggregate value.
There ware only 3% preferred stock issues with an average value per share-
holding of $10,000 or more, accounting for merely 5 percent of all share-
holdings, but for about 23 percent of the total value cof 2ll preferred
stock issues, about the same proportions as existed among common stocks.

Marked variations in the average value per shareholding occurred
also among the different industries, as shown in Table 22 for common stocks
and in Table 28 for preferred stocks. Among commoir stocikzss the average
value per shareholding was considerably higher in the manufacturing group
25,0%74), and in merchandising ($%,192), than in the razilroads ($2,49%), and
in the electric power, gas and water companies ($2,057). Much wider varia-
tions, of course, are shown between minor groups within the various in-
dustries, but these often are less significant because such sub-groups
contain only a small number of issues. The relatively high averade value
per shareholding in the chemical industry (£13,494), in the operating
electric power companies (§9,%3%) and in the tobazceo industry ($%,281),
as well as the very low value in the utility holding companies (#1,190C),
and in the food industries (§1,782), however, appear worth mentioning. 7/

For preferred stocks the variations were at lzasti as large. Those
of manufacturing companies showed an zverage value per sharsholding of
$4, 658, compared, on the ore hand, to an average value of $7,599 for
merchandising companies and on the other hand, to £3,733 for railroeads
and §2,87% for electric, ges and water utilities.

¥o definite relationship appeared to exist between the size of the
issuer and the average value per shareholding. However, there was, as
would be expected, a direct relationship between the market price per
share and the average velue per shareholding (the average value in general
increasing with higher market price per share) and an inverse relationship
between the average market value per shareholding and the number of share-
holdings per issue (the average value declining rapidly with an increass
in the number of shareholdingds per issue).

There may, however, be some interest in the fact that the average value
per shareholding was much higher for unlisted common stock issues than for
issues 1llsted on an exchange, and that among listed issues those admitted
to unlisted trading privileges on the New York Curb Exchange showed a much
higher average value per shareholding than fully listed issues. Ameong fully
listed issues, those listed on the New York Stock Exchenge had & conslder-
ably higher valug per average sharsholding (332,9%4) than those listed on
the New York Curb Exchange (§2,399) or only on naticnal securities exchanges
outside of Mew York (31,228). The sdme relationship prevalled among issues
of preferred stock, with the exception that the unlisted issues had an
average value per shareholding considerahbly below that of the listed issues,
due primarily to the relative preponderance in this grcup of a sizable
number of small shareholdings in low-priced utility lssues.

7/ These ditferences, obviously, are partly due to the appreciation and de-
preciation of the shares of these companies after original distribution.
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d. Profortion of odd-lot and full-lot shareholdings

Tables 22 to 33 shows the number of shareholdings of 100 shares or less
and the number and market value of the shares included in these heldings
separately from similar information for shareholdings in blocks of over
100 shares., This 1s roughly equivalent to the distinction between odd lots
and full lots. &/ ‘

For all 208 common stock issues taken together €8 percent of the
7,027,000 shareholdings fell into the category of 10C shares or less. As
it is known from several samples that lots of exactly 100 shares consti-
tuted only about § percent of the total number of shareholdings, it may
be estimated that, odd-lot shareholdings accounted for somewhat under 35
percent of all common shareheldings in the 200 cerporations. The propor-
tion was considerably higher among preferred stocks, where holdings of 100
shares or less accounted for 93.3 percent of all shareholdinds and where
odd--lot shareholdings may be estimated to have represented about ¢0 percent
of the total.

Netwithstanding their numerical preponderence, holdings of 1C0 shares
or less accounted for cnly 1%.6 percent of zll common shares and for 33
percent of all preferred shares of the 2C0 corporations. Again tentatively
adjusting for lots of exactly 100 sheres, it appears that odd lots accounted
for somwhat less than 15 percent of common shares and a little less than 30
percent of preferred shares, whether measured by the number of shares held
or by their zggregfate market value. Combining common and preferred stocks,
cdd-lot shareholdings scemingly represented neerly seven-eighths of the
total number of shareholdings, but zccounted for not much over one-fifth of
the totzl market value of all shares in the 200 corporations.

Differences among industries in the proportion of shareholdings in lots
cf 100 shares or less were not very large for either common or preferred
stocks. The proportion of shares included in such shareholdings of 100
shares or less, on the other hend, varied considerably. Cf the common stocks
of manufacturing companies, 128 percent of the outstending shares was held in
lots of 100 shares or less, compared to 24 percent for ralilroads and over 41
percent for communication companies (chiefly American Telephone & Telegraph
Co.) on the one hand, and 16 percent for merchandising companies and 14
percent for eﬁectric, das and water utilities, on the othar. Among preferred
stocks the propertion amounted to about 35 percent for manufacturing cor-
porations and 34 percent for utillty companies, compared to only 25 percent
for raitlreoads and 12-1/2 percent for both merchandising and communiceation
companies,

. ¥n general, the proportion of shareholdings in lots of 100 shazres or
less tended to increase with a rise in the market price of the issue. No
clear relationship existed between the proportion of shareholdings of 100
shares and less and the size of the issuer or the market value of the aver-
age shareholding. The pronortion of sharelioldings of 100 shares and less

8/ On the New York Stock Exchange "odd-lots" denerally refer to lots from
1 te 99 shares. ‘Thus, a lot of exactly 100 shares ls ordinarily regarded
as & rouad lot, while in Tabtles 22 to 32 blocks of 100 shares are combined
with those of 1-99 shares., This particular classificaticn was made neces-
sary by the terminology of the oridinal questionneire of the Research
Division of the Securities and Fxchange Commission,
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and of the shares included in such holdings tended to increase somewhat

with the number of sharchcldings per issue. Issues admitted to full trading
privileges on any exchange showed higher proportions of holdlings of 100
shares or less and of shares included in such holdings than issues admitted
to unlisted trading privileges only, and for common stocks, higher propor-
tions than both issues not listed on any national securities exchange or ad-
mitted to unlisted trading privileges only.

4. The value distribulion of shareholdings

In distinction to the presentation in Tables 22 to 33 of shareholdings
in the 404 common ond preferred issues of the 200 largast non-financial cor-
porations in terms of significant over-all figures, Tables 34 to 45 present
a detailed breakdown of total shareholdings by dollar value ¢roups.

a. Metihiod of computation

In tle orlydinzl gchedule submitted by these companies to the Securities
and Exchange Commlssion, the size distribution of holdings was based on the
nurber of shares in each holding. ¢/ Seven size classes (1-1¢, 11-25%, 26-100,
101-800, ®0i-1,000, 1,001-5,000, and over H,(000 shares or similar groups)
were available for practically all issues with the exception of the lardest
issues for which more detailed informetion was generally given. To transform
this classification of sharcholdings for each issue from a share basis to a
vilue btasis-—-~a transformaticr essential for several comparisons--the limits
of each size class were multiplied by the price per share on Necember 3i,

1937 with the result that the value limits for each size class differed from
issue to issue. 10/ In order to group different issues tegether it was es-
sential tc use some uniform classification. For this purpose, five value
classes of shareholdings were set up, the lowest class inecluding 21l share-
holdings with a value of $50C or less, the second to fourth consisting of
those with values of $%501-31,000, 1,001-25,000 and $5,001-§10,000 respective-~
ly, while the f£ifth value class comprised all sharsholdings valued at over
$10,000. In cases where the original market value rande, derived by multi-
plying the limits of a size class in a single issue by the price per share,
overlapped two or more of these five uniform value classes, zhareholdings had
to be allocated amony them ty interpolation. This was done on the assumption
of an even distribution of shareholdings within the criginal size clasces
except for the highest size group (over 5,000 shares) for which information,
avallable in most cases on the actual size of the twenty largest stockheld-
ings, was used as the tasis for allocation. This procedure inevitably re-
sults in some distortion of the actual distribution in many individual is-
sues and for small groups of issues. However, judging from tests which

have been made, the shortcomings of this method of transforming slze classes
{in. terms of number of shares) into value classes of shareholdings do not
appear to be serious enough to invalidate any general conclusions.,

9/ These data wlll be discussed infra,

10/ For example, the value limits of the 1-10 share group would be $25 and
260 for an lssue selling at $2% per share, while they would be 75 and
$75C for an issue selling at &7% a share.



b, Common and preferred stock tissues

Chart IV shows the number of shareholdings in each of the five value
classes separately for common and for wreferred stocks. Nearly one-half
of the '7,02%,000 common shareholdings had a value of $5C0 or less at the
prices of December 31, 193%7. Holdings with & value of $501-%1,CCO con-
stituted about 16 percent of the total number of common sharehkoldings,
while those with a value of $1,001-§5,0C0 each amounted to atout 2% percent
of the total number. Only slightly less than 5§ percent of 21l sharehold-
ings had a value individually of $%,601 to 10,000, and of over $1¢,COC
respectively.

Among the 1,364,00C preferred shareholdings the percentage of holdings
with a value of $50C or less was about 10 percent lower than thet among
common stocks. Fach of the other four value groups accounted for a some-
what higher percentage among preferred shareholdings than among commen, the
difference being particularly visible in the hidher proportion of holdings
valued between $501-%1,000 and $%,001-$10,Q0C.

Taking common and preferred stock issues together, it appears that
about 4,0€0,CCO shareholdings, or slightly less than one-half of the tetal
number, had a value of $500 or less. About 1,375,000 or 16 percent of all
shareholdings were valued from $561-$1,000, and about 2,180,000 or almost
26 percent had a value of $1,001-%%,000. There were only about 450,000
shareholdings (5 percent of the tctal), however, with a value of $5,001-
$10,C00 and 414,000 shareholdings (5 percent) valued at over $iC,C0O0.

c. Differences among industrial grougs

Lmong the major industrisl groups, holdings of lowest value (i.e. up
to $500) were relatively most numerous among the eleciric, gas and water
utilities for the common stock issues and among the railrcads for the pre-
ferred stocks. (See Table 34 for common stock and Table 40 ior preferred
stock.) Ameong the common stocks generally--except for a few industrial
subdivisions dominated by high-priced, widely-held issues or those retlect-
ing exclusively the situation in some closely-held companies--the distribu-
tion pattern of dreatest frequeuncy was one of largest number of sharehold-
ings in the value group up to $50C, sharp recession in the #%01-31,000 value
class, substantial rise to a secondary peak in the &1,001-§5.000 group and
precipitate tapering off beyond that level, The more exceptional pattern
of profressive decline in number of shareholdings from one value group to
another was shown in only a few instances, most notably by department stores
and utility holding companies.

Cver 0 percent of all common shareholdings fell into the lowest
value class {that of up to $500) in the groups comprising feod and re-
lated products, textiles, paper and allied preducts, tire and other rubber
vroducts, automobiles and parts, department stores, amusements, all sub-
groups of the transportation industry and electric, gas and water utility
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holding companies. 11/ 7Tn most of the other industrial subgroups the
proportion of total common shareholdings with a value of $%C0 or less
ranged from 30 percemt to 50 percent.

Among the companies in the tobacco products, chemical, miscellaneous
manufacturing industries, and communications, however, less than 30 percent
of all common sharcholdings fell into this lowest value class. Lumber and
lumber products, printing and publishing, and the wholesale, commission
and brokerage group among the merchandising issues were the only industrial
groups which showed the largest number of shareholdings in the highest
value class-~-a result to be expected in view of the fact that these sub-
groups consisted of but one issue each and reflected the situation in three
of the most closely-held among the 200 companies, namely, Weverhaeuser
Timber Co., Hearst Consolidated Publications, Inc. and Anderson, Clayton
& Co. Among the major groups represented by a lzrger number of companies,
the smallest proportion of all common sharecholdings to fall in the top
value class was in the electric, gas and water utility holding companies.

fmong the preferred stocks ({(Table %5), the shareholidings with a value
of §50C or less accournted for cver 50 percent of all holdings in only a
handrul of industrial grcoups, ia particular the extractive industries,
textiles, printing and publishing, amusement and all divisiouns of trans-
portation. The significance of this concentration was greatest in the
case of the rallroads because of the relativsly heavier coverage of the
field. In general, tbe range of variatlon among the various value classes
was wider for preferred sharcholdings than for the correspondingly grouped
common shareholdings because of the more numerous iastances among the
preferreds in which individual issues domineted the composite industrial
picture.

d. Other differences

The largest propoertion of common sharcholdings in the lowest value
class and the smallest proportion eof heldings in the highest value class
were found, according to Table 3%, zmeng the companies with assets of under
$100,000,000. The smaliest relative propertion of heldlngs in the lowest
value class and the largest in the intermediate 21,001-¢5,0600 group oc-
curred in corporatlons with assets of 200,000,000 to %500,006G,00C. The
distribution pattern of sharzhcldings by value in componies with assets of
2500, 0C0, 0G0 and over approximated more closely that of the lowest asaet
class than that of either of the intermediate size groups. In these largest
of the 200 corporations, a little over 5C percent of all hcldings hed a
value of $500 or less while only 4.3 percent were valued in excess c¢f
£10,00C.

11/ Concentraticn in the lowest value group is, of course, more si¢gnificant
in such cases as the electric, gss and water utility holding companies,
the ralilroads and the food preducts among the iandustrials than in the
textile and paper companies, for example, because of the more substan-
tizl coverage in ths former instances.
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Among the preferred shareholdings, classified by size of corporation
(Table 41), the variatlon in the proportion of heldings falling within the
various value classes was less proncunced than among the common shaerehold-
ings. In general, however, the proportion of total holdings have a value
in excess of $5,000 was somewhat larger awmong the preferred issues, but in
none of the size groups did the proportion of holdings valued under $5,000
drop below about &5 percent of the totul.

In the classificaticn of sharehocldings by market price of shares at
December 21, 1937 (see Table %6 for common stocks and Table 42 for pre-
ferred stocks), there appears an obvious inverse correlation between price
of Issue and propertion of holdings in the lowest value class; the higher
priced the issue, the lower the proportion of holdings in the lowest value
class. The reverse situation cccurred, though less clearly, in the highest
value grouyp, the proportion of such holdings rising steadily with increase
in price of the issue,.

The classification by number of shareholdings per issue (Table 3% for
common stocks and Table 43 for preferred stocks) gives, naturally encugh, a
rather clear-cut impression of the effect of disperslion of ownership upon
the distribution of holdings among the various value groups. The larger the
number of shareholdings per issue, the heavier the concentration of share-
holdings in the lowest value group and the smaller the proportion of hold-
Ings in the highest value class, Of the %2 shareholdings of the 17 commen
stock issues with less than 100 holdings each, only 6 were valued at less
than $500 or less and 32 had a value in excess of §$10,000. 4t the opposite
extreme, of the 3,063,000 heldings in the 13 common stock issues with
100,000 stockholders or more, about 52 percent were valued at up to $500 and
fewer than 4 percent had a value in excess of £10,000. Among the preferred
stocks the same general tendencies in the relationship between number of
holders per issue and proportion of holdings in the various value groups
appeared, except for the more moderate variation in percentages from the more
closely to the more widely held issues,

When related to the market value of the averade zhareholding per lssue,
the distribution ¢f sharehcldings by value groups (see¢ Table 38 for common
stocks and Table 44 for preferred stocks) followed the same general pattern
as appeared in the classificatlon by market price per issue.

The distribution of shareholdings among the various value groups by
the listing status of the shares (see Table 39 for common stocks and Table
45 for preferred stocks) shows that among the listed common stock issues of
registered corporatlons, those listed on the New York Stock Exchange had the
smallest percentage of holdings in the lowest value class and the highest
percentage of holdings in the highest value class. This was true of the
preferred stocks as well., As between listed and unlisted issues, however,
the preferred and common stocks exhibited markedly divergent tendzancies.
Among common stocks, the unlisted issues showed a very much smaller per-
centage of shareholdings in the lowest value class than the listed lssues
and a very much larger percentage of holdings in the highest value class.
Anong preferred stock issues no such differences appeared.
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5. Distribution of total shareholdings by size of individual holding

In contrast to the distribution of all book shareholdings in the 200
corporations by value of holdings discussed in Section 4 (Tables 34 to 45),
Tables 46 to 69, reflect the distribution of these holdings on the basis of
the number of shares in each holding, Because of the lack of ccmplete uni-
formity in the size intervals among which the original data on shareholdings
were distributed, the tabular presentation in this instance has of necessity
been made in two sections for each type of stock, common and preferred.
Accompanying each of the Tables IV-25 through IV-36, which cover the com—
panies submitting the information for seven size classes exactly as defined
in the guestionnaire, is a subsidiary table presenting, on a comparable
basis, similar data relating to that minority of issues for which the re-
rorts deviated more or less from the pattern of distribution by size asked
for in the questionnaire. 12/

For 175 of the 208 common stock issues, and 176 out of the 196 prefer-
red stock issues, data were available on a comparable btasis for the seven
intervals requested in the questionnaire, l.e., 1-10; 11-25; 26-100; 101-500;
501-1,000; 1,C01-5,000 and over 5,000 shares, The common stock issues for
which the inforwation was available in this standard Torm accounted for al-
most 59 percent of the total common shareholdings, about 70 percent of all
outstanding shares and about 68 percent of the total value of all 208 stock
issues, Coverage was more nearly complete for preferred stocks, about 87 per-
cent of aggregate holdings and outstanding shares and 86 percent of ag¢gregate
value heing represented by issues with the data in standard form.

By combination of the tables for the distribution in standard and in
irregular form it is found that of the total 47,027,000 shareholdings in all
208 common steck issues, about 88 percent comprised 100 shares or less,
almost 10 percent ranged individually from 101-500 shares each and a little
over 1 percent from 501 to 1,000 shares, while less than 1 percent fell in
the 1,001-5,000 share category and about one-fourth of 1 percent comprised
over 5,000 shares each, The corresponding proportions of total shares held
were 17,6 percent for the 1-100 share group, 21.1 percent for the 101-1,000
share group, 12,8 percent for the 1,001-5%,000 share group and 48.4 percent
for the one~fourth of 1 percent of holdings with over 5,000 shares each—-con-
firmation once again of the tendency evident in several phases of this study
toward concentration of ownership of a preponderant proportion of total comw
mon shareholdings among a very limited percentage of all holdings.

Judging by the 13 common stock issues for which a uniformly detailed
subdivision of holdings of 100 shares or less was available, about 33 per-
cent of total such holdings included 1.10 shares; 24 percent, 11-2% shares;
and 31 percent, 26-100 shares. The corresponding proportions of shares held
were 1-1/4 percent for =all holdings of 1-10 shares each, 3 percent for those
of 11-2% shares and about 12 percent for the holdings comprising 26-100
shares each., 13/

12/ The most common difference between the size distributions in standard
form and those in irregular form were in the groups within the limits
up to 100 shares, Varlatlons here were so numerous as to make uniform
classification within narrower limits impossible.

13/ More complete coverage of all 208 common stock issues in this detalled
comparison would have resulted in some, but apparently only moderate,
modification of these percentage relationships.
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Combining corresponding tabulations among the proeferred stocks, it ap-
rears that of the total 1,394,000 shareholdings in all 195 issues, a llittle
over 93 percent comprised 100 shares or less, about & percent ranged indivi-
dually from 101-500 shares each, about one-half of 1 percent from 501 to
1,000 shares and less than one-half of 1 percent from 1,001-5,000 shares
each, whlle only one-tenth of 1 percent included in excess of 5,000 shares,
The corresponding proportione of total shares held were, in the same order,
23.0 percent, 20.9 percent, 7.2 percent, 14,3 percent and 24,8 percent--
confirmation from a different approach of the previously noted lesser degree
of concentration among preferred than among common shareholdings. Holdings
of over 1,000 shares accounted for only 40 percent of all outstanding pre-
ferred shares, compared to over 60 percent among common stocks.

Touching briefly upon some of the more salient points of similarity and
contrast in size distribution between preferred and commcn shareholdings in
relatlon to various basic characteristics, it is noted from the asset size
classification (Tables 43 and 49, for common stocks and Tables 60 and 61, for
preferred stocks) that the percentage of shareholdings in esch of the groups
over 25 shares is lower among preferred than amoni common stocks regardless
of asset size of the issuer corporation. In the 11-25 share ¢roup propor-
tionate holdings are about the same. 1In the 1-10 share ¢roup, however, ten-
dencles are reverssd, and the proportion of such holdings is sharply higher
for preferred then for common stock issues, (Much of the difference between
preferred and common stock is, of course, due to the higher average price at
which preferred stocks sell.) In relation to total shares outstanding, the
proportion of shares held in every size class is uniformly higher for pre-
ferred than for common stock in all but the top category of over §,000
shares. 14/

The size classification of shareholdings by markst price of shares at
December 31, 1935 (see Tables 50 and 51, for common stocks and Tables 42
and 63 for preferrasd stocks) fails to show any cleerly defined relationship
between the proportion of shareholdings falling within the various size
groups and the price of the issue.

Among the preferred stocks there appears a tendenecy toward steady di-
minution in the proportion of holdings in the slz2 groups over 100 shares
and, to a lesser extent, in the 26-100 share group as well, with increase
in the number of shareholdings per issue., (Tables 52 and 53, for common
stock and Tables 64 and 85, for preferred steck.) Among the common stocks
this tendency does not become c¢learly established until the 501-1,000 share
group is reached, In both types of stock, on the other hand, but less
clearly among the preferrcds, one notes among size groups from 100 shares
down--particulaerly in the groups composed of 1-10 and 11-25 shares--a defi-
nite trend toward steady rise in proportion of shareholdings with increase
in aumber of shareholdings per 1issue,

The classification by listing status (sece Tables 56 and 5%, for common
stock and Tables 68 and &9, for preferred stock) provides corroborative evi-
dence oi the difference in type of holding in unlisted preferreds as opposed
to unlisted common stocks, unlisted preferred stocks showing a heavy concen-
tration in the smaller sized holdings, while unlisted common stocks show a
relatively high proportion of large holdings.

14/ Allowing for those issues covered in the subslidiary tabulations, this
shift in tendency probably occurs actually somewhat under the 5,000
share level,



6. Concentration of ownership
a, MNethod of measurement

The preceding sections have dealt with certain totnls of shareholdings
in the 200 largest non-financial corporations. They have given a concrete
idea of the number of shareholdings of different size and their relative
importance among the 200 corporatlions, and have indicated differences in
size distribution of shareholdings by type of stock, industry and size of
the issuer, price of issue, number and average value of sharcholding per
issue. These sections have also touched briefly upon the concentration of
ownership prevailing among the 200 corporations, by indlcating the relatively
small number of large shareholdings and the relatively large number of shares
included in these not toc numerous holdings. This sixth section is specifi-
cally devoted to a discussion of the degree of concentration of ownership in
the 200 corporations and of differences in concentration dbetween different
types of stocks and issuers.

As in the preceding sections, the basic material consists of the data on
the size distribution of shareholdings of each of the equity ilssues of the
200 corporations, Two distributions are avallable., In the first distribu-
tion the total number of shareheldings and shares ocutetandind are arranged in
seven groups on the basis of the number of shares Iln each individual holding.
The second distribution, derived from the first as described in Section 4, ls
based, on the other hand, on the estimated market value at the end of 1937
of each individual shareholding; it shows the number of shareholdings falling
within five value classes, but not the number or the aggregate market value
of the shares included in the holdings in each value class,

It is important to remember that both distributions are based on record
shareholdings as they appear on the bcoks of the 200 corporations with the
result that shares owned by numerous individual stockholders, generally in
relatively siall blocks, frequently appesar as a small number of larger share-
holdings registered in the names of nomineas, mainly brokers and banks, 15/
The available figures thus tend to exaggerate scmewhat the dedree of concen-
tration existing among the beneficial owners of the stock of the 200 corpora-
tions. An attempt has already been made in Section 3 to obtain a rough idea
of the difference between the distribution of record shareholdings and bene-
ficial shareholdings. While it is concluded that for all 200 corporations
combined the distribution of ownership is only slightly less concentrated on
the basis of beneficial ownership than on the basis of record ownership, the
difference may be substantial in individual corporations and undoubtedly is
in 2 number of instances. Purthermore, it is possible that fairly sizable
¢ifferences in this respect may even characterize whole groups of corpora-
tions but it has been attempted to make allowance for this factor in inter-
preting the data,

Ownership of an issue of stock may be regarded as equally distributed
if every sharcholding is equally large or, in other words, if every stock-
holder owns the same proportion of stock outstanding. The more the actual
distribution deviates from this perfectly eaqnal distribution, the more

li/ On the other hand, there are a number of instances in which several
record shareholdings in the same stock are owned beneficially by the
same person through nominees, These are considered, however, to have
only a relatively small effect on the results.
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concentrated the ownership, lé/ This concept of concerntration of ownership
has been utilized to construct graphs, generally known as Lorenz curves,
which indicate visually the degree of concentration of record ownership
exlsting in any stock issue. The Lorenze curves are constructed by con-
necting a number of points derived from the distribution data, each of these
peints indicating the percentage of the total issue outstanding which is in-
cluded in a certain percentage of the shareholdings cumulated from the
lardest shareholding downward. By such linking a broken line is obtained,
which will ordinarily approximate a smooth curve more and more closely 2s the
number of points increases, ;Z/ The limited number of points available for
this study does not permit drawing a smooth curve., Thus all the charts show
the broken line obtained by linking the actual points as derived from the
data for each issue (see Sections II and III of Appendix ITI). The size of

lé/ In this section, the term "concentration of ownership" in an individual
corporation will refer to the extent of the inequality of the distribu-
tion of ownership among the stockholders of that corporation. HMore
specifically, the concentration of ownership in one corporation will be
said to be greater than the concentration of ownership in another cor-
poration when it takes on the averade a smaller proportion of the share-
holdings in the first corporation to account for a designated proportion
of the shares. The particular measure of concentration which will be
used in this section is the area between the Lorenz curve and the line
of egual distribution,

This concept of concentration of ownership is quite unambiguous. There
are, however, other aspects of concentration of ownership of a corpora-
tion which are not covered in this concept. Possibly the most important
limitation of the concept used here is the fact that it relates to the
distritution of ownership of some corporation or issue among a group of
stockholders without regard to their unumber, Thus, a corporation might
be closely-held and yet not at 2ll concentrated in its ownership accord-
ing to this concept, viz, if each of the few stockliolders owned the same
amount of stocke-even though its ownership is ungquestionably concen-
trated from the point of view of the general population or of all stock-
holders. For some purposes, therefore, concentration might be measured
by a second and entirely independent figure, the reciprocal of the num-
ber of shareholdings, a figure which may be used in conjunction with

the measure derived from the Lorenz curve. This second measure will not
be used in the present section, but comparison of the dedree of concen-
tration among individual issues or groups will be limited to issues or
groups with a considerable number of sharcholdings.

17/ There are only eight points available on the basis of size of share-
holdings (viz, the point representing the percentage of all share-
holdings constituted by those of more than 5,000 shares and the propor-
tion of all shares outstanding included in these holdings, and so on
downward) and only six points where the distribution by value groups of
holdings is utilized. In the laiter case the proportion of the total
value of the lssue represented by shareholdings in a certain value group
must be estimated, genarally by multiplication of the number of share-
holdings by an estimated average value.
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the area between the broken line and the line of equal distribution indi-
cates the degree of concentration; the larger this area, the higher the
concentration, 18/

The concept and measure of concentration of ownership, as described
above, are readily applicable to an individual corporation or, rather, to
an indlvidual issue of stock, Certain difficulties =rise, however, when it
is attempted to characterize a group of corporations or stock issues in a
similar manner, i.e,, to measure the average degree of concentration of
cwnership prevalling in the group. An obvious solution to this problem is
to use the median area under the Lorenz curve, together with some measure
of its representativeness. Such a measure is based on an entire issue as a
unit and each shareholding recelves a welght based on lts size relative to
all sharcholdings of the same issue only. Another measure which can be
utilized is the area under the Lorenz curve obtzined by combining all the
shareholdings of the issues covered by the report or of some smaller group
of issues. This afgregate measure is based on the shareholding as a unit
and each shareholding receives a weight based on its slize relative to all
the shareholdings of the issues Included in the group. In such an appreach,
the shareholdings in a number of corporations are grouped together and
treated as 1f they 2ll formed part of one large issue, Since the data for
the aggregate Lorenz curves have already been obiained as a basis for the
discussion of the value 2nd share distribution of individual shareholdings
(Sections 4 and %), these are used instead of the median Lorenz curves in
the graphic presentation of concentration of ownership of the various
groups of corporations. 19/ 1In the textual discussion, however, any impor-
tant differences between the aggregate and median measures will be pointed
out,

Two measures of aggregate concentration of ownership in a group of
corporations have actually teen used, one based on the value distribution
of shareholdings in all corporations in the group, the other based on the
share distribution of holdings. For an individual corporation or rather an
individial issue, both measures of coucentrztion are identical., However,
for a ¢roup of corporations this is no londer true because of the diffesrent

ig/ The area between the broken line and the line of equal distribution
will always be smaller than the area between the line of equal dis-
tribution and the curve which would be obtained if all polnis were
available. Consequently, the estimated degree of concentration will
always be smaller than the actual degree of concentration, The size
of this error is not constant, being larger for issues with a rela-
tively low degree of concentratlion of ownership than for issues with
high concentration, This factor, however, has been taken into con-
slderation in comparing varlous groups of issues with respect to
significant differences in the distribution of their ownership.

19/ Another reason for the use of the aggregate measure of concentration
of ownership was to make the 4reatment of the sutject in this report
comparablie to that followed in a companion report on the size dis-
tritution of ownership of 1,510 corporations with securitles listed
on 2 national securities exchange. In the companion repert it was
not feasible to follow the median approach in view of the large num-
ber of issuss involved for each of which the area under the Lorenz
curve would have had to be determined separately.
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weighting inherent in the two measures, Thus in the aggregate value distri-
bution of shareholdings the same: welght is given to shareholdings of equal
value regardless of the number of shares in each holding. Conversely, in
the share distribution the same weight is given to shareholdings comprising
the same number of shares regardless of their value. The share distribu-
tion has the advantage of being derived directly from the original data
while in the value distribution it was necessary to resort to interpolation
with the attendant possibilities of error. The value distribution, on the
other hand, has the advantage of putting issues of various prices on a com-
parable basis; furthermore, the information it provides - viz, the number
and relative ilmportance of shareholdings of a certain value - is more inter-
esting than that given by the share distributvion, The relatively small
differences between the concentration of ownership indicated by the value
and share distributions are probably due mainly to the different weights
given to the same issue by the two approaches., However, they also reflect
to some extent errors in the interpolation used to derive the value dis-
tritution of the shareholdings in individual corporations from the share
distributions,

The procedure descrited above makes it possible to depict by a single
curve the distribution of ownership of all the 20C corporations or large
segments thereof, he composite nature of such aggregates of concentre-
tion must, however, be borne in mind in their interpretation.

b, FResults

Chart V shows the Lorenz curves for the aggregate of all stock issues
of the 200 largest non-financlilal corpcrations, based on the estimated dis-
tribution by the end-of-193% value of all 8,400,000 individual sharcholdings.
One curve is based on the aggredgate for all 208 common stock issues and

he other on that for all 196 preferred stock issues of the 200 corpora-
tions, 4s the Lorenz curve for preferred stocks is nearer to the line of
equal distribution than that for common stocks, it is apparent that the
degree of concentration of ownership was smaller among the preferred stock
issues of ‘these 200 corporations than among their common stock issues., 20/
It took less than the largest 3 percent of common shareholdings—-i.e., less
than about 200,000 out of Y7,000,000--to account for one~half of the total
value of shares outstanding, and less than 15 percent of all shareholdings
was necessary to account for four-fifths of their aggregate value. PFor
preferred stocks, on the other hand, nearly the largest 5 percent of share-
holdings was required to account for one-half of the total value of the
issues, and it took about 23 percent of all shareholdings to account for
four-fifths of the value. Lookling at these curves from a slightly dif-
ferent point of view, it is seen that the largest 10 percent of sharehold-
ings accounted for approximately %5 percent of the total value of all com-
mon. stock lssues, but for only about 65 percent of that of all preferred
stock lssues of the 200 corporations. These figures indicate that, while

20/ This may be attributable in small part to the greater importance of
nominee shareholdings in the common than in the preferred stock.
Another and more importsnt factor lies in the fact that large cor-
porate holdings are more commonly found in common than in preferred
stock.
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the degree of concentration was somewhat smaller among preferred than
among common stock issues, it was very large in both cases. This is
shown in Chart V by the smallness of the area under the Lorenz curves, 21/

Chart VI indicates the degree of concentration for the preferred and
common stock lssues of the three major industrial groups. gg/ Apparently,
ownership of the common stock is more concentrated than that of the pre-
ferred stock in both manufacturing end electric, gas and water utlility
corporations. In the relatively few railroad corporations included in
the study, concentration appears slightly higdher among the preferred
stocks, but the difference is so small that no sig¢gnificance can bte at-
tached to it, and the relationship is actunlly reversed when the median
mezasures of concentration of the two groups, (i.e., the median areas un-
der the Lorenz curves for the common and preferred stock) are compared.
This chart also indicates that the ownership of common stock is slightly
more concentrated among the utility corporations than among the manufac-
turing and railroad corporations included in the group. 23/ The concen-
tration of ownership of preferred stock appears to be considerably higher
for rallroad corporations than for either manufacturing or utility comn-
pantes, which do net show much of a difference from this polnt of view,

The dedree of concentration is shown by Chart VII to be slightly
higher among the very large corporations (assets over $200,000,000) than
among those of more moderate size (assets $60,000,000 to $200,000,000).
Though the same relatlionship 1ls ohtained when the medlan measures of con-
centration of the two groups are compared, analysls shows that this re-
sults from the relatively large weight glven to the utility companles
among the very large corporations, and that size in itself does not

21/ ‘The median areas under the Lorenz curves show slightly less con-
centration for beth common and preferred stock than ‘the aggregate
areas, but the difference between the measures of concentration
of ownership in common and preferred stock is in the same direc-
tion and is even sllightly more pronounced for the median areas.

22/ This chart, as well as all the following charts, has been based
on the size distribution by numher of shares held and not, like
Chart V, on the distribution of shareholdings by value, because
there are elght points available for this size distribution com-
pared to only six points for the value distribution, and because
no estimates are necessary to determine the proportion of the
total number of shares represented by each group of holdings.
These data, however, are available in comparable form for only
2351 of the 404 issues, Wholly-owned lissues, i.e., issues wholly

~ owned by a single stockholder, are not included in the size dis-
tribution of shareholdings by number of shares (Charts VI and VII)
but are included in the overall value distribution of share-
holdings (Chart V).

23/ One important factor contributing to this result is found in the
large heldings of utility holding companies in other utility is-
sues, apart from wholly-owned issues which were excluded.
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CONCENTRATION OF OWNERSHIP IN 351 STOCK ISSUES
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appear to introduce any significant differences in the degree of concen-
tration of ownership. Concentration is smaller in both cases for the pre-~
ferred stock issues than for the common stock issues. 24/

While the degree of concentration of ownership varies, of course, very
considerably among the 404 issues of the 200 largest corporations, the
distribution is in almost all cases very far sway from the line of equal
distribution. 25/ Sections Il and III of Appendix III permit an approxi-
rate evaluation of the degree of concentration in each of the 404 issues. 20/
It appears from these data that in about one-half of the common stock is-
sues only approximately 1-1/2 percent of the book shareholdings is nec-
essary to constitute & majority of the total stock outstanding, while for
one-half of the preferred stock issues less than the largest 3 percent of
shareholdings is required to account for 50 percent of the shares. There
are only very few common stock issues in which it takes more than 5 per-
cent of the shareholdings to account for a majority of the issue. In not
more than a quarter of the issues is it necessary to combine more than the
lardest 2-1/2 percent of the shareholdings in order to attein 50 percent
of the number of shares outstanding. On the other hand, over % percent of
the shareholdings is required in about one-third of the preferred stock ls-
sues to account for 50 percent of the issue. 27/

Charts VIII to X show concentration of ownership as reflected in the
Lorenz curves for the common stock issues of a number of representative
companies in the major industrlies, and Charts XI and XII present the same
picture for preferred stocks. The issues have been chosen mainly to

gg/ The rasults discussed above have all been checked by =2 partial

anslysis based on median measures of concentration {together with
measures of representativeness) of the various sub-groups of com-
panies referred to. Whenever one of the three factors, industry,
size of corporation, and type of stock, was considered, the other
two were kept constant. Price of issues also was introduced into
the analysis, but differences in price did not appear to be assocl-
ated with differences in the degree of concentration of ownership.

25/ For almost all sub-groups of companies considered there is a rather
marked clustering of measures of concentration of ownership in in-
dividual corporations (i.e., the areas under the Lorenz curves for
individual corporations) about the median for the group {t.e., the
median area under the Lorenz curve). In other words, there is a
rather high degree of similarity among the patierns of distribution
of ownership in different corporations in the group.

26/ For each issue the proportion of shareholdings necessary to account
 for 50 perceat of the shares, as well as the area under the Lorenz
curves has been computed. These figures, however, are not pre-
sented in Appendix III,

27/ All these figures are based on record shareloldings. The propor-
tion of holdings required to account for a majority of the shares
outstanding would be somewhat higher if the calculations were
based on beneficial shareholdings.
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{llustrate cases of different degrees of concentratlon, The selection was
influenced also by the desire to have the more important corporations in
each industry represented and to include only, so far as possible, issues
of substantial size for which the distribution data were avallable in at
least the detail reguested in the gquestionnalre,

In most industries covered by the charts there is a considerable dif-
ference in the degree of concentration among the issues selected. Among
the three steel companies, for instance, ownership of the common stock is
considerably more concentrated in the Inland Steel Co. than in the United
States Steel Corp. and the Bethlehem Steel Corp.,, both of which present a
practically ldentical plcture. In the motor industry, the ownership of
the General Motors Corp. is somewhat more concentrated than that of the
Chrysler Corp. Among the large tire and rubber companies ownership is most
concentrated in the Unlted States Rubber Co. and least in The B, F, Goodrich
Co., with The Goodyear Tire & Rubber Co. holding an intermediate position.
E, 1. du Pont de Nemours & Co. shows the highest degree of concentration of
ownership among the three large chemical companies, with Allied Chemical &
Dye Corp. not very far behind, and the curve for Union Carbide and Carbon
Corp. considerably nearer to the line of equal distribution. Among the
large machinery companles, concentration is by far the highest {n Singer
Manufacturing Co. and the smallest 1n Westinghouse Electric & Manufactur.
ing Co., with International Business Machines Corp., holding an intermediate
position, much nearer, however, to Westinghouse than to Singer.

Of the three large Standard Oil Companies, the New Jersey company shows
the highest degree of concentration, that in the Indiana and California
companies being considerably smaller. A very high degree of concentration
of ownership is shown for three other oil companies, Gulf 0il Corp., Shell
Union 04l Corp., and Sun 01l Co. Of the three large tobacco companies
(taking, in each case, the voting common stock) concentration is highest for
the R. J. Reynolds Tobacco Co., lowest for The American Tobacco Co., with
Liggett & Myers Tobacco Co. in an intermediate position. Of the four
large meat packers, Armour and Co. (Ill.) exhibits the smallest and Cudahy
Packing Co. the highest degree of concentration. An example of a company
with a relatively low degree of concentration ls the American Telephone &
Telegraph Co. As a matter of fact, there are only a few issues among the
common stocks of the 200 largest non-financial corporations in which con-
centration of ownership, as measured by the Lorenz curve, is smaller.

Of the six rallroad companies for which Lorenz curves are shown, con-
centration of ownership is highest for the Nerfolk & Western Railway Co.,
and The New York Central Rallroad Co. and lowest for the Union Pacific
Rallroad Co. and the Pennsylvania Railroad Co. The three operating elec-
tric power companies have been selected so as to include a company with a
very high degree of concentration of éwnership--Duke Power Co,--2nd one
with a relatively moderate degree of concentration--Consolidated Edison
Company of New York, Inc. Of the three electric power holding companies,
among which concentration of ownership is generally high, American Gas &
Electric Co. shows less concentration than either The North American Co.
or The United Gas Improvement Co,

Considerable variation in the degree of concentration is also evident
for the selected preferred stock issues shown in Charts XI and XII. Among
the industrial preferred stocks, for which the Lorenz curves are shown,
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concentration is high for those of Aluminum Company of America, Shell Union
011 Corp., International Harvester Co. and Jones & Laughlin Steel Corp.
Examples of issues with a low degree of concentration are provided by The
Pure 011 Co., Westinghouse Electric & Manufacturing Co., and The Firestone
Tire & Rubber Co., The picture is similar for selected issues of preferred
stock of railroads and electric utilities shown on Chart XII. Examples of
issues with relatively high concentration are provided by Norfolk & Western
Raflway Co., The Chesapeake and Ohio Rallway Co., and Nlagara Hudson Power
Corp. (5 percent first preferred), while the degree of concentration is
reletively low for the preferred stocks of The Cincinnati Gas & FElectric Co.,
Pacific Gas and Electriec Co. (6 percent), American Gas & Electric Co. and
Consumers Power Co. ($4.50 cum, pfd.).

".  Source and nature of data

Most of the basic data utilized in this chapter were collected through
2 questionnaire gg/ sent early in 1938 to all corporations with securities
listed on a national securities exchange. 29/ The replies received from
sbout 150 corporations included among the group of 200 which had some is-
sue¢ of equity securities listed on a nationel seéurities exchange were made
available, with the permission of the companties, to the Temporary National
Economic Committee. Comparable data for the 15 companies which did not have
any issues of securitlies listed on a national securities exchange and for
about 3% additional reglstered corporations from which no information had
been collected in 1938, or for which the Information then collected was in-
sdequate in detail for this study, were obtained directly by the Temporary
National Economic Committee, using the questionnaire form originally em-
ployed by the Securities and Exchange Commission. 30/

28/ The questionnaire is reproduc¢ed in Appendix XI,

29/ For some preliminary summaries of the replies see "Selected Statis-
tlcs on Securities and Exchange Markets" (August 1939) pp. 22-26.
(Report to the Securities and Exchange Commission by the Research
and Statistics Section of the Trading and Exchange Division.)

30/ Except for a very few issues remaining outstanding in small amounts
as a result of incomplete exchanges, information has been obtained
on all common and preferred stock issues of the 200 corporations.
The study thus covers 208 issues of common stock and 195 lssues of
preferred stock. Lack of a one to one correspondence, between cor-
porations and issues, elther of preferred or common stock, is ex-
plained by the fact that 8 of the corporations had two common stocks
outstanding - one voting and the other nen~voting - and by the fact
that only 131 of the 200 companies had any preferred stock outstand-
ing, the number of preferred stock issues ranging from one in 89
companies to five in a single company. Of the 208 common stock is-
sues, 14 were wholly owned by a parent corporation, all but one of
which were included in the group of the 200 largest non-financial
corporations, Of the preferred stock issues only four were wholly
owned, all by parent corporations included in the study.
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The original questlionnalre of the Securities and Exchange Commission
stipulated that all data refer to some date between November 30, 19345 and
June 1, 1938, This requirement necessarlly had to be relaxed with respect
to the companies from which the information was directly collected by the
Temporary National Economic Committee. While some of the material thus
refers to periods as late as the spring of 1940, the predominance.of the
earlier data is such that all of the material can be regarded for most
purposes as reflecting the situation prevailing around the end of 1937,

The original data submitted by the 200 corporations were expressed
throughout in terms of number of shares. It was found necessary, however,
for the purposes of this study, to compute the value of entire issues and
of certain groups of shareholdings.  To this end all issues were uniformly
priced as of December 31, 193%7. In the handfull of cases where a market
price was unobtainable, book value was accepted as a substitute if reason-
sble; where book value was unusable 3 somewhat arbitrary value was
assigned on the basis of the price of similar securities and of earnings. 31/

~As the original data were expressed in terms of number of shares, no
adjustments were necessary for the tables showing agdgregate number of
shares by size of shareholdings (Appendix IV, Tables 22 through 33 and
46 through 69). The distributions of shareholdings by value, on the other
hand (Appendix IV, Tables 34 through 45), were derived, on the basis of
the price per share at the end of 1937, from the distribution by size of
shareholdings measured by number of shares, 32/ The procedure followed
in this transformation of the original data is explelned in Sectlion 4.

All shareholdings data utilized in this chapter include, without dis-
tinction, holdings of individual stockholders, as well as those of corpora-
tions, unincorporated businesses, irusts, estates and non-profit organiza-
tions, They also do not distinguish between holdings registered in the
names of residents of the United States and of foreign countries,. éﬁ/

All of the material on the number of shareholdings and sheres in-
cluded in certain groups of shareholdings is based on the records of the
corporations or thelr transfer agents, which reflect book shareholdings
and not beneficlilal shareholdings. In many instances one record share-
holding actually represents a large number of beneficizl shareholdings,
while the reverse is true in other instances. Thus, a book stockholder
such as a broker, a bank or trust company, or a bank nominee, who is in-
cluded on the books of a corporation as a single holder may, and usually
does, represent a consliderable number of beneficial owners, with the re-
sult that the number of record shareholdings tends to be smaller than the

}l/ Treasury stock was uniformly eliminated before calculation, except
where held as an investment or reserved for a definite corporate
purpose.

32/ It should be noted that prices of December 31, 1937 were applied to
distributions which did not, in sll cases, refer to exactly that
date. This procedure was regarded as justified by the fact that
the number of shares outstanding, and particularly the size distri-
bution, change but slowly.

33/ For data on foreign shareholdings see Chapter VIII.
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mumber of beneficial shareholdings. On the other hand, there are some in-
stances of holdings, e.g., holdings through nominees, where several record
shareholdings are owned beneficlally by the same person., Such cases tend
to inflate the number of shareholdings but are belleved to be much less
important in their effect on the number of shareholdings than the under-
statement of beneficial shareholdings.' Consequently, the number of record
shareholdings in corporations tends to be somewhat less than the number of
beneficlal shareholdings., It is estimated that the number of beneficial
shareholdings in the 200 largest companles is about one-eighth higher than
the number of record shareholdings, 34/ i.e., about 9,500,000 rather than
around 8,500, 000. '

More important than the understatement of the total number cof bene-
ficial shareholdings Is the fact that the available data on record share-
holdings tend to overstate somewhat the degree of concentration of owner-
ship existing among the beneficial owners of the stock of the 200 corpora-
tions, This results primarily from the fact that the shares owned, gener-
ally in relatively small blocks, by numerous individual stockholders appear
as a smaller number of large shareholdings in the names of such nominees
as brokers »nd banks. For a group of 10 widely-held corporations, 35/, it
was possible, on the basis of material supplied by them to the Temporary
National Fconomic Committee, to eliminate the record shareholdings of
brokers and banks and thelir nominees from the distribution by size of total
shareholdings, This elimination might be expected to understate somewhat
the actual degree c¢f concentration of ownership since the average size of
beneficlal shareholdings of stock held in the names of brokers and banks
and their nominees seems to be larger than the average size of total bene-
ficial shareholdings of individuals. 38/

The degree of concentration of ownership indicated by the revised dis-
tridution of market value of shareholdings (excluding those of brokers and
banks) is generally not much different from the unadjusted distribution.
The difference ls, of course, most noticeable in the highest slze group.
Whereas unadjusted record shareholdings of over 5,000 shares each com-
prised 0,22 percent of all record shareholdings in the common stocks of
these 10 corporations at the end of 1937 and accounted for 35,1 percent of
the outstanding shares, the proportions declined to 0,12 percent of share-
holdings and to 23.5 percent of the outstanding shares upon the excluslon

34/ Cf. Appendix I.

3/ American Can Co., American Bas & Electric Co., The Baltimore and
Ohid Railroad Co., Ceneral Electric Ce., National Distillers Pro-
ducts Cerp., International Business Machines Corp., Northern Paciflc
Rallway Co., International Harvester Co., United States Fubber Co,
and United States Steel Corp.

§§/ Appendix I, Instances in which several record shareholdings in the
same stock are owned beneficially by the same person through nominees
are not eliminated by this procedure. This also tends to understate
the actual degree of concentration of ownership, but is probably of
small importance for the results.
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of holdings registered in the names of brokers and banks and their nominess,
On the other hand, the proportion of record holdings with 1 to 10 shares
rises only from 36.9 to 37.3 percent of total shareholdings, and from 2,2
to 2.8 percent of all common shares cutstanding in these corporations when
stock held in the names of brokers and banks and their nominees is ex-
cluded. That the degree of concentration is not much changed by the ex-
clusion of shareholdings of brokers and banlks is shown in Chart XIII where
the two Lerenz curves are presented. The adjusted and unadjusted distri-
butions reflect about the same marked concentration of ownership in the
hands of a few stockholders. For preferred stock, 37/ the difference be-
tween the unadjusted and revised distributions is even less,

Though for all 200 corporations taken together, the distribution of
ownership probably is only slightly less concentrated on the basis of
benef'icial ownership than on the basls of record ownership used in this
chapter, the difference may be qulite considerable in individual issues.

37/ American Can Co., American Gas & Electric Co., The Atchison,
Topekn & 3anta Fe Rallway Co., The Baltimore and Ohio Railroad
Co,, International Harvester Co,, United States Rubber Co, and
United States Steel Corp.
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