3/19/82

Dear Bob

I hope you‘ll find the time to go over the enclosed artlcle,

and tell me what ycu “think? T déﬁ't betleve it would be- good for -
the Journal because of the references.
~ think
Do you the concept of Sales per Empioyee of Ma;or Industrles

deserves to be worked up annually by a statistically relzable group’
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SALES PER EMPLOYEE IN MAJOR U.S. INDUSTRY GRCHPS

The ‘average sales per employee ($1,000), excluding Petroleum
Reflnmng,* is §$56.4. The difference between the 1ow=st $30.1, and

the avergge is $26 3, or 46 6%. The difference,between the hlghest |

Petroleum Refining, §279.0, and the average is $222.6, or 3947%.
There is a marked dlfference between the latter and all the others,
What can account for it? Perhaps assets per employee’
Sales per employee divided by the average sales per employee
minus one (1) gives the percentage of profitability as compared to
the average. | | | |
Sales per Employee/Average Sales per Employee -1 % Profltabzlity
Any dlscrepancy in earning capacity should normally be correctedr
rby a shift from the IeSSwthan-average earning groups to the more—thana—
average garnlng groups. Impediments to this free flow of business
'enﬁerprise wéuld alter or prevent ali‘eﬁterprise from equalizing.
It might be beneficial to-enuméréte these impediments:

Union restrictioﬁs;

L]

. Government regmlations.
. Government taxation or subsidies.
Tariffs.

. Advantages due to large accumulations of money,
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. Monopoly of land or natural resources.

7. Cartels, collusion, price-fixing, etc. _ &



2,
Perhaps another factor sﬁeuld be cnnsidered'in our equation,
and that is Capltal Also, should Land be considered and if so,
how much the land actually being used? What abcut extra land, that‘

1egitimate1y be1ng held out for future use, and that being held too

“far out, “or for bpeculation or Monopoly ccntrol?
Total Sales could be accounted for by Wages for Labor, Interest
for Capital, the rest being Rent for Land and/or Special Privilege |
oY Advantages as 1isted above. | | |
Sales ~ Wage g - Gapital = Land plus Special Prlvileges

Sales

- Wages + Interest + Rent

"~ If Wages tend to equalize, and Interesi also, then it must be -
Rent and other Special Privileges that vary considerably. If Sales are
high, ‘as 279, for example, and Wages 20 and Interest 20, Rent must be |
239 to make the equation = 1. | |

. The Natural Equalizer to apply here, Since Wages and Capital

flow freely, but Land does not is to apply 2 Land Value Tax to
make it do so and correct‘inequities and to replace the Income Tax
and the~Corpo£ate Profit Tdx. |

Coﬁparing two industries, Oil and Auto, the following table

was constructed:
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oil §67,628%%  147,600%% . $458,186% ik §14,223 T
Auto 68,8107  1,763,300%% 39,023%,F - 64,166.4%%

The figure for 0il for Gross Sales (in Millions)was obtaiﬁed by
multiplying Pfcduction of Crude Oil for the U.S. for'1978*** in
barrels by—42 gallons per barrel and the Average Retail Price of

Gasoline~- Reoular-excluding taxes for 1977 of $0. 507, thus. N
3 175, 927 x 42 x40, 507 - 867, 628 (in Millions)

U‘S Imports of 011 in 1977 were 8,714 (in thousands of barrels

per day)***, Pg- 184 _
3,714,000 x 365 x 42 x $o 507 = $67,727.9 (in Millions).

Total U,S. use of 0Oil Was then $135,356.1'(in Miliions), or
7.2% of the total U,S. GNP for 1977 of $1,889,600 (in Millions).
This compares with Total U.S. Receipts for that year of 18.9% '

and Total U.S. Outlay of 21.3%Z.
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The Americaa Petroleum Iﬁstitate gives a total of 564,800
employees for 1977 for Petroleum and Natural Cas Extraction and
Petroleum Refinlng 1

The %‘Profltability above the Average for Motor Vehicles*

is $57'1/$56 4 - 1 or 1. 24%. That previously given fer Petroleumﬂj;“:“ B

Re finlng* was 394%.
From our table,_Grosé Sales per Employee,for 0il is 11.7

times that for Auto (5458,186/$39,023). |

o i_realiée there ére incénsistenéies'in the present analysis
wﬁich could Be beneficially clearéd up.lGrbup nomenclature and
Statistics are ambiguoﬁs, incomplete, or overlapping. They vary
acéerding to the source, For example, Table No. 941, page 5?6,
U.S. Statistical Abstracts, 1980, cites under Inddstfies:“?etfoleum
Refining""and "Miniﬁg; Crude 0il Production"; and "Motor Veﬁicles"*
_‘The World Almanac cites "petroleum and Coal Products and "ffans-
portation Equipment"** The Wbrld Almanac on another page (page 185)

cites’ "Production cf Crude Oil"*** The American Petroleum Instltute

cites "Petroleum and Natural Gas Extraction" and "Petroleum Refining +*,

Other statistical errors must be present, For example, although

I tried to use figures for 1977, the figure for 0il Production was
197§% Since different sources were used, different years may have
been used. The price of oil for 1977 of $0.507 per gallon average

retail price-regular--excluding taxes would have to be changéd sig~-
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nificantly if it were brought qp4to-daté. And most othér%igures

would change likewise significénfly. |
Although the accuracy of the statistics leaves much to be

.desired,llbélieve the basig concept of a 1arge unearned'iﬁcome,

or tax on the production of others, in some U.S, Industries cannot -

“be éfféctivei&“ﬂéﬁié&fﬁlﬁd;'ﬁhe priﬁcipIES ofméﬁélféis;ﬁgéHHQEEQEMMW
can and should be applied to other-major_industrieé;

 Por the sake of Efevity, 1 have n6t included other ststistics,
mgstiy oﬁ 0il, which, in'general, tend.to substantiate the abéve
 conclusions, o | |

T would appreciéte suggestioné, gritiéisms, advise, as-to

better_sourcéé of statistics, name; of pébble and organizatidné |
which have done wﬁrk iﬁ, or are iﬁterested in working on this type

of aﬁalysis;
' Dr. Samuel Scheck
10 Bering Court

| Woodbury, N, Y. 11797

March 17, 1982
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Consideration of the last column of our table®* will show
‘that the 0il Industry may be called Labor Dilute and the Auto

I_ndu_s'tr‘y may be called Labor Intensive. The degree of labor .

dilution or labor intensiveness may be gauged by dividing =
‘the Value Added by Mfr. by the difference between Gross Sales

‘and the Value Added by Mfr, thus:

oil __  -$14,223.7 - 26,63%.
| $67,628 - $14,223,7
Auto . $64.166.4 - 1,382%.

$68,010 - $64,166.4



