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illustrated. 1920 Excerpt: . profits as used in this discussion means the net profits of the accountant or, in other
words, the net sum leF over at the end of the fiscal year aFer all funds set aside for all purposes that may be
considered as debits have been deducted. It is clear from this definition that the amount to be shared, if any
exists, represents the diGerence between outlay and returns. Expenses for operation, including wages and
interest on capital, must have prior claim over profits. Since it is the responsibility of management in an
industrial enterprise to secure net profits, the failure to realize them should be the loss of management. There
is, therefore, a direct relation between the risks of enterprise and profits. It is for this reason that profits are
sometimes defined as the wages of management. In so far as this theory is accepted, there is no economic basis
for sharing profits with workmen. Profits are inseparably connected with risk. They depend on many factors
besides the eGicient services of workers, chief among them being the proper type of management and
organization. Many firms are not able to realize any profits at all. These may be called marginal enterprises.
Those above the margin hold their position and make their profits because of favorable conditions, including
exceptional management and organization. Whoever takes the risk of an enterprise, therefore, whether
investor, organizer, or manager, is inevitably responsible for the losses and is the only one...
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