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Operating Results of Unincorpot'd Retail Stores 

1944 

Bulletin No. 5 

Independent Drug Stores 

The figures shown in Iten 18 on Pages 32 and 33 of the above 
report and relating to "Average Proprietor's Net Earnings per 
Store" are in error. As shown they relate to the total 
earnings for the group of stores in the sample, The correct 
figures are given below: 

Annuaes 	T 	Proprietor's Net Earnings 
and 	__________ 	Per Store 

t 

Less than $10,000 
Owned 

$10,000 - $19,999 
Owned 

• 	Rented 

$20,000 - $29,999 
Owned 

• 	Rented 

$30,000 - $49,999 
Owned 

• 	hented .,.. 

$50,000 and over 
Owned 
Rented..., 

7,028 	1 	879 

26;609 2;419 
76,161 2,004 

39;838 3;054 
132,750 3,161 

74,829 5.756 
30,179 4,134 

65,865 9,412 

&j 	': 
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&erating Results of Unincorporated Retail Stores 
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Bulletin No. 5

ci 	Independent Drug Storea 

shown in Item 18 on pages 32 and 33 of the above 

	

repo 	relating to "Average Proprietor's Net Earnings per 

	

toc 	e in error. As shown they relate to the total 
ngs for the group of stores in the sample. The covrect 

figures are given below: 

Annual Sales 	J 	Proprietor's Net Earnings 

	

and 	 Per Store 
Occupancy Basis 	Asahowii - F 	Corrected 

Less than $10,000 
Owned 	...., 7,028 8179 

$10,000 - 
Owned 	..... 26;609 2;419 
Rented 	,... 76,161 2,004 

$20,000 - 429,999 
Owned 	..... 39,838 3064 
Rented 	.... 132,750 3,161 

$30,000 - $49,999 
Owned 	..... 74,829 5,956 
Rented 	.... 30,179 4,134 

$30,000 and over 
Owned 	,..., 65 1 885 9 9 412 

- 	 Rented 	..., 8 6 	9 35 - 	
, 234 
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For some time the Bureau has recognized the practical value of published 
inf'ormation on average operating results, that is, on average ratos of expenses and 
profits, etc., in the principal retail trades. Indeed the first studies of this 
nrtue were made for the year 1936, anu since then an lncreasli.e demand ror such 
iLformatlon has been experienced by this Bureau. It is in response to this demand 
that the preuexit series of reports is now being issued. 

Concerned mainly with average expense and profit percentages, compre-
hensive information on the operating results of retail stores deals with many of the 
significant factors which eventually determine their success or failure. Such infor-
mation therefore represents the results which many retailers have obtained in meeting 
the problems that are common to their particular kind of business. Statistics of 
this nature, moreover, have the practical value of enabling individual merchants to 
compare their own rates of expenses and profits with the results of similar stores in 
their trade, from which they can isolate for further analysis the areas in which their 
performance has been below average. The resulting opportunities for improving the 
efficiency in retail store managements may well be of some importance in peacetime 
as Canadian retailers under more competitive conditions endeavour to distribute the 
products 01 an expanded inaustrial economy. These considerations erd Possibilities 
have been set forth under the heading "Importance of Information on Orating Results 
in Retail Thade" commencing on page 2 of these reports. A separate Uscussion 
beginning on pace 8 under the topic "How the Retailer Can Use Information on Operating 
Results" has also been included as a possible guide to retailers using the bulletins. 

It must be emphasized here, however, that the statistics presented in 
these reports are subject to important limitations in respect to their coverage and 
reprosentativeness. This is because the figures are based, not upon a comprehensive 
survey of large numbers of co-operating stores, but rather upon comparatively small 
sample numbers of such firms. These samples, of course, should be large enough to 
permit the different influences affecting operating results to average themselves 
out anu thus present the more typical operating experiences of stores in the different 
size and occupancy classifications of stores. For many kirs of stores, unfortunately, 
the number of usable returns when distributed between these classifications may be 
too small to permit any sp'.cial or erratic conaitlons completely to iron or cancel 
themselves out. These nucts of the reports are diBcussed more fully under the 
heading "Limitations to Information on Operating Results" on page 6 of the bulletins, 
and to some extent under "How the Retailer Can Use infonnation on Operating Results" 
on page 8, to both of which the reader is referred. It should therefore be noted 
that the present studies are tentative in nature and must await the results of sub-
sequent surveys for conclusive evidence as to the validity of many of the statistics 
herein presented. 

In spite of the preliminary nature of the statistics, however, these 
reports are being issued in the belief that they will at least reveal the future 
scope for such studies and may well provide some useful, although perhaps rough, 
indications of the operating experiences of the retail trades under review. The 
bulletins have been prepared in the Merchandising and Services Branch of the Bureau, 
of which Mr. A.C. Stecdman, B.A., is Chief, by Mr. A.M. Chipinan, M.B.A., 
Statistician in the Branch. The suggestions of those obtaining and using these 
reports will be most welcome to the end that better and more useful studies can be 
made in future. 

H. Marshall, 
Dominion $tatlstiQ.ian. 



-, - 

I 



-Ii- 

TABLE OF C ('NTE1TS 
k'ape 

Part I 	- 	nte ra 1 Sect Ion ....................................  	 i 
InorrnatIon Contained In Reports on Retail Operating 

	

1 esults ....................................................* 	2 
1Tportance of Inforrat ion on Operating Results in 

etai1 Trade • ................................. 2 
.ethods of Lakthg Survey and of Compiling Results .............5 
limitations of Infoiiiatian on Operating Results ...............6 
How the Retailer Can Use Inibnnation on Operating Results ..... B 

Part II - Restaurants: 
Trends by Size of Business, 1344 ..............................16 
Operating Results of Continuing Stores in 1941 and 1944 

Uornpared ....................................................19 
Table 1.--Operating Results for Stores Classified According 

to 1944 Sales Size and Occupancy Basis, Canada, 1944 	 22 
Table 2.--OperatIng Results for Stores Classified According to 

	

1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 .. 	24 

Part III - Drug Stores: 
Trends by Size of Business, 1344............. 	 . .... . ........ 	26 
Operating Results of Continuing Stores in 1941 and 1944 

Compared ....................................................29 
Table 1. --Operating Results for Stores Classified According 

	

to 1944 Sales Size and Occupancy Basis, Canada, 1944 ........ 	32 
Table 2.--OperatinC Results for Storos Classified According to 

	

1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 .. 	34 

Part IV - Jewellery Stores: 
Trends by Size of Business, 1944 	.......................... 	36 
Operating Results of Continuing Stores in 1941 and 1944 

Compared •....*.. ....... 39 
Table 1.—Operating Results for Stores Classified according 

	

to 1944 3ules Size and Occupancy Basis, Canada, 1944 ........ 	42 
Table 2.--Operating ilesults for Stores Classified According to 

	

1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 .. 	44 

Part V - Tobacco Stores: 
Trendsby3izeofflusiness,1944 	.................... 46 
:Jtatjstical Table - Operating Iesu1ts for Stores Classified 

According to 1944 Sales Size and Occupancy Basis, Canada, 

	

1344 •...• ................................................... 	50 

1art 'fl 	- 	Coal and Kod 	)istributors: 
Trendsby3izoofBusineso,1944 .............................. 52 
Operating Results of Continuing Stores in 1941 and 1944 

Cornpred 	.................................................... 56 
Table 1.--Operating Results for Stores C1as1f led According 

to 1944 Sales Size and Cccupancy Basis, Canada, 1344 60 
Table 2.—Operating Results for 1 tores C1&ssificd 	ccording to 

1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 62 



•1 

I 

/ 

J ,  
•1 	T.. i . 

p_I l  
I .  



?ubliuhed by Authority of the HON. JAE3 A. !acKThiON, L.P. 
Minister of Trade and Coriaerce 

)E1A7EN7 OF TRAOE Al:!) CC 10E 
DO!. iN I ON BUREAU CF 3TAT I3TIC 3 

I:r)IJIN Z-D SERIICLS r3u:crr 
-- 

i;.iX11Ofl Jtatisticiun: 	Herbert larsha1l, B.A., F.3.3. 
;:'ief, Lerchandising and Services Branch: 	A. C. Steedsian, B.A. 
,tuti3tiCiafl: - 	 - 	A. L. Cipmun, L.B.A. 

Jones, 1944 
No. 14 
	

16 - 7050 

OPERATII1C RESULTS OF IND1PENflENT RETAIL STORES, 1044. 

PART I - WNERAL SECTION 

This report is one of a series :rcsentin.' averae operatinq results In 
selected branches of retail trade for 1344 and, where possible, for both 1341 and 
1944. The first series of such studies was rrdc by the Buroau for the year 13B 
and presented somewhat similar Information on average operating expenses and 
profits against which individual firon could compare their own results. Since 
that time requests have been received on an expanding scale for corresponding 
types of reports, a fact which indicates the irov'ing interest of merchants and 
others in infor::ixitlon an costs in retnil trade. It is in response to this demand 
that these ronorts are now being issued. 

The basic information for such studies was obtained primarily for the 
rurpose of improvinr the Bureau's estimates of the country's National Income which 
oriInuted in unincorporated and independent retail stores. Such establishnonta 
predoninate to a marked c;:tent in retail trade, comprising 90 per cent of all 
137,331 stores enumerated in the 1941 Census, accountino for 55 per cent of total 
sales of3,440,9Ol,7O0, and providin: a livelihood for nearly 132,000 proprietors 
and partners. The net earnin:-s of these proprietors and partners thus represent 
an important contribution to the National Incorao totals. Agareqate firures on 
these net earr.ins, however, are not readily available to the Bureau from other 
sources and for this reason it was decided early in 1945 to obtain the required 
information by a direct survey of sample groups of retail stores., 

Accurate and comprehensive fiures on the National Ineone are now 
'f:arded as one of the best neasures of the rurchasir& power and economic activity 

the country. These statistics, consequently, are highly important as aids to 
th rovernments and business in the determination of their plans and policies, and 

A 	::irticularly so in relation to the problem of rtairluinina hIgh levels of employment 
thin the country. leriodic surveys of rotLil trade will therefore be made to 

obtain the infonration necessary to estimate accurately the total net earnings of 
unincorporated retail stores for inclusion in the National Income statistics. 

In carryinj out this task it is hoped that infor:iation on averae 
operating results will be made availuble to retailers in even greater detail than 
has been found possible in the recent survey. Thus, the co-operation of retailers 
in supplying information on their own operating experiences has two beneficial 

Price: 25 cents 
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results. In the first instance, it enhances the accuracy of the Bureau's estimates 
of the National Income and the soundness of the governmental and business policies 
which are based on such figures. Secondly, the co-operation of retailers in these 
surveys provides them with rdsticks of performance against which they can compare 
thoir own financial rosults 

The figures which co-operating retailers supply to the Bureau on their 
costs, expenses and profits are quite obviously highly confidential in nature. They 

Lctly so regarded by the Bureau and are used 'only for the two purposes Just 
outlined with no disclosures of the results of individual operations being made. 

Information Contained in Reports on flotail Operating Results. 

The information presented in this and subsequent bulletins consists 
primarily of the financial results which the different kinds of co-operating stores 
obtained in the year under review. The information consequently covers such 
individual items as net sales, purchases of merchandise for resale and beginning 
and ending merchandise inventories, cost of goods sold, cross trading profits after 
costs of merchandise sold have been deducted from sales, the several categories 
of operating expenses incurred during the period and finally the net earnings 
available to proprietors after all costs and expenses have boon subtracted from 
sales. In other words, the information here under study consists of the more 
important financial items usually found in the typical retail Profit and Loss 
Statement. 

There are of course many general factors which commonly affect the 
financial results of retail storo. Throc of the more inportunt of these consist 
of the kind of business, that is whether the store is a grocery, an apparel, a 
furnituro store, etc., the amount of annual sales made by the store, and the basis 
of occupancy, that is whether the store is owned or routed. The roports of the 
00.-operating retail stores were therefore classified by kind of business and with-
in the kind of business categories into groups according to the amount of sales 
made. Those groups were again divided by method of occupancy into "owned" and 
"rented" categories. The figures were then compiled for each of the individual 
groups and reduced to the form shown in the tables or this report. Thus gross 
trading profits, the several expense items and proprietors' net earnings before 
income taxes and withdrawals appear as percentages of sales while stock turnover 
appears as a ratio indicating the number of times the average inventories were 
turned over during the year0 

These ratios are therefore averages of the operating results which the 
different groups of unincorporated storen actually obtained. As such, these 
averages are at least indicators of rates of gross trading profits, of expenses 
and net earnings which similar stores may have experienced in the period under 
review. 

Irnportance of Information on Operating Roults in Retail Trade. 

The critical value of information on operating rosults for use in computing 
the net earnings contributed by unincorporated retail stores to the highly 
important National Income estimates has already been pointed out. Indeed, the not 
earnings of individually operated stores add to really sizable contributions, being 
estimated at nearly $150,000000 in 1941 and nearly $200,000,000 in 1944. 4uite 
apart from its value in this respect, however, there are other economic and business 
uses which increase still further the practical importance of this type of intor.-
mat ion. 

A 
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Many of these uses arise from economic changes brought about by transition 
from war to peacetime conditions. During the war years, retail trade experienced 
high levels of consumer demand, usually for relatively inadequate and in some lines 
for severely restricted supplies of merchandise0 These conditions in turn tUnded 
to reduce the intensity of competition between stores in the same kind of business, 
as well as competition for the consumer's dollar between stores handling different 
kinds of goods. The resulting curtailment of price competition between retil's, 
the extension of price control which in general tended to stabilize 'buying and 
seUlag price relationships for retailers, and a diminished need for mark downs and 
sales allowances all exerted influence in the direction of maintaining or imprbving 
the percentages of realized gross trading profits0 Apart from the furniture, radio 
and electrical, and automotive kinds of stores, the sales volumes of individual 
atoree generally increased throughout the war period. These gains in turn tended to 
level off or to reduce expense percentages, the dollar amounts for some of which had 
been favcurably affected by reduced eredit losses and by curtailed expenses of 
operation. 

Different conditions, however, can be expected to prevail in peacetime which, 
for purposes of discussion, can be broken down into two phases. During the earlier 
transition period industry will re-convert to peacetime activities and its subsequent 
production can be deemed to go far to meet consumers' pent-up demands, especially 
for many types of durable goods. Consumer purchasing power will likely remain 
relatively high due partly to wartime savings, partly to the high level of industrial 
activity, and partly, with crops permitting, to the substantial export and domestic 
demand for food products. An expansion in the numbers of retail stores in business 
may also be anticipated as war veterans, and individuals displaced from war production, 
establish their own businesses. During the early part of this phase, the supplies 
of many kinds of consumer goods may be inadequate to meet popular demands for them. 
As this period advances, however, consumer demand8 will settle down more to a 
replacement basis, expanded output will be able to build up normal stocks of 
merchandise at different levels in the manufacturing and distributive processes, and 
the functions of demand creation and sales promotion will become steadily more 
important. 

The more normal peacetime period may therefore be marked by the greater 
necessity to promote and sell the products of an expended industry. With freer 
price relationships between merchandise cost and selling prices then prevailing, 
greater pressures may be exerted on retailers' gross trading profit margins than 
before. This condition will probably result from a combination of influences in-
cluding the increased quantities of readily available supplies, the desire of manu-
facturers and retailers to increase commodity and store sales throuh lower prices, 
and from making mark downs and sales allowances more extensively than in the war and 
transition periods. Lower individual store sales volumes for many kinds of retail 
trade on average may also be experienced from increases in the store population, the 
diffusion of consumer purchasing power over widened ranges of merchandise, including, 
for instance, automobile8 and related products, electrical appliances, etc., and 
from more intense competition between different types and kinds of retail outlets. 
These lowered sales volumes will then tend to increase percentage rates of expense, 
many of which will be forced upward by pre'iter dollar expenditures for advertising, 
for store renovatiQ, and possibly for tia provision of greater services to store 
customers. 

Such teudoncies toward reduced store sales volumes, to lowered gross 
trading profit and to increased operating expense percentages in the more normal 
peacetime period emphasize the need for progressive improvements in the management 
of irxdupendent stores if their continued existence and their proprietors' standards 



-4- 

of living are to be assured. These conditions thus impose upon retail merchants the 
necessity for using productive methods of Bales promotion to maintain sales volumes, 
for informed buying and pricing practices to obtain adequate gross trading profits, 
and for careful control of operating expenses to secure adequate and reasonable net 
trading profits. They require in addition the periodic self-examination of the 
merchant's financial results so that weak spots in the store's operations can be 
revealed and remedied. 

These periodic reviews of the store's operations are most revealing when 
individual merchants can measure their own financial results against certain outside 
standards or yardsticks of achievement. It is these standards or yardsticks of 
financial performance which this Bureau is now presenting in its reports on the 
actual operating results of sample groups of retail stores. With reports of this 
type 1  individual merchants can compare their rates of inventory turnover and their 
percentages of gross trading profits, operating expenses, and net trading profits 
with those obtained by similar kinds of stores. Guides of this nature enable 
retailers to determine whether their experiences are better or poorer than average, 
and where poorer, the factors producing the inferior results can be further analyzed 
for corrective action. 

In addition to serving as aids to store management, information on 
operating costs is of considerable practical value to individuals planning the 
establishment of retail businesses. Reports of this type enable prospective 
retailers to find out what operating conditions are like in the trades they are con-
sidering, what net earnings they may reasonably expect from different sales volumes, 
and what standards they must achieve to obtain the net earnings they desire. The 
same reports also provide these individuals with knowledge of the average sizes of 
i.ventories carried, a factor of importance in estimating their capital requirements. 
Frequent requests are now received by the Bureau for information on sales and 
earnings possibilities in different trades and localities, on trade practices, 
capital requirements, etc. Provision of figures on operating costs thus widens the 
field of service the Bureau can provide, a service particularly timely when so many 
are np: t.e opportunities for profitable establishment in business 

Over a period of years the expanding use of the Bureau's reports on 
operating results may produce benefits of importance to those engaged in retail 
trade. These benefits may well appear in the form of greater efficiency in store 
managements, increased flexibility to meet changing conditions in distribution, and 
greater stability in the business existence of retail stores through reductions in 
overall rates of business mortality. Improved management implies a greater knowledge 
of operating costs and the means of controlling them. It enables the value of 
8ervices rendered to be measured against their costs, and by focussing attention on 
the critical gross trading profit percentage emphasizes the importance of careful 
buying to reduce mark downs, etc., and yet maintain satisfactory net earnings 
positions. Management of this sort, particularly in the smaller independent stores, 
also implies an awareness of trends and competitive conditions in retail trade, thus 
tending to promote the openmindedness and flexibility to meet new problems with new 
methods and cope with them. 

The economy of the country also gains from the extension of these benefits 
throughout retail trade. Improved managerial efficiency may well mean the pro-
vision of higher standards of living to those engaged in retailing. Under the 
pressure of competition lower prices can be passed on to consumers without impairing 
the earnings of other groups of individuals or producers, thereby increasing 
indirectly the purchasing power available for other commodities and services. Finally, 
reductions in business mortalities represents lowered credit losses and the decreased 



wastage of capital and effort invested by unsuccessful merchants in their retail 
businesses. 

Methods of Making Survey and of Compiling Results. 

M already indicated, the purpose of this survey of operating results was 
to obtain sufficient information from stores operated by individuals and partnerships 
to enable accurate overall estimates of their net earnings in 1941 and 1944 to be 
riade for inclusion in National Income figures. This would have involved a coverage 
according to 1941 figures of some 124,000 stores -- far too many to permit a coinpre-
hensive survey of all stores. 

It was therefore decided to obtain the results from a sample of these 
stores, some 17,000 being chosen for this purpose. These stores, although selected 
at random, were carefully distributed geographically to represent each province and 
each of the 28 important retail trades from which the information was needed. Not all 
firms were able readily to provide the required information while changes in business 
and other causes further reduced the sample. In addition, some of the reporting 
stores were able to supply figures for only 1944. In general, however, sufficient 
reports were received to enable overall net earnings' estimates to be made for both 
1941 and 1944. Reductions in the size of the sample, however, prevented the 
preparation of tables showing 1941-1944 comparisons of operuting results for some 
trades and in some cases also limited the extent to which average operating results 
could be broken down into sales size and "owned" and "rented" classifications. 

Following completion of the editing process and the preparation of the 
National Income estimates, the schedules were re-processed for compilation of reports 
on operating results in the various kinds of retail business. In addition to the 
kind-of-business groupings, there were several ways in which the schedules could 
have been classified such as by size of business and method of occupancy, by 
provinces or regions by size of business, by size of locality by size of business, 
etc. Examination of the reports submitted for the different retail trades, however, 
indicated that in many instances the number of schedules was too small to enable many 
of these detailed classifications to be made. The reports were therefore grouped 
on a Canada-wide basis into size-of-business categories and within these by method of 
occupancy into "owned" and "rented" sub-divisions. 

Statistical tables showing avernge operating results in 1944 for the 
various retail trades were then prepared. Here the results appear in five size-of-
business groups for "owned" and for "rented" stores having 1944 sales volumes of 
less than $10,000, between $10,000 and $20,000, $20,000 and $30,000, $30,000 and 
$50,000, and sales of $50,000 and over. In some instances, however, the tuiber of 
reports for "owned" or for "rented" 8tOres was too small to justify the publication 
of figures for one of these types of occupancy. 

Where possible tables were also prepared to present comparative and 
average figures on the results which identical groups of stores obtained in 1941 and 
1944. Individual returns were therefore classified before tabulation into three size-
of-business divisions and within these, between "owned" and "rented" establishments, 
according to the sales they made and the methods of occupancy they used in 1941, 
irrespective of their size of business or type of occupancy in 1944. Unfortunately, 
however, comparative statistics for both 1941 and 1944 cannot be published for some 
retail trades due to the limited numbers of reports giving information for both 
years. In other cases, comparative results for 1941 and 1944 are presented by size-
of-business groups for only "owned" or "rented" stores, the sample in these instances 
being too small to permit statistics for one of these types of occupancy to be of 
much practical value. 



A glance at the tables appearing in this report will reveal juickly the 
items for which statistics are given in the various size-of-business and occupancy 
colwnns. These are grouped into two sections, one desioted as the "General 
Information" and the other as the "Profit and Loss Data" section. 

The "General Information" section, as its name implieo, consists of 
statistics useful as buekourd natorial for intorpretin the percontagos shown in 
the following division of the tablos Nine individual items are here shown, Con-
sioting of figures on number of stores roportin, sales, inventories, cost of goods 
sold, and stock turnover in times per year 	art from "Average Sales Per Store", 
"Average Inventory For Store, End of Yoar" and "Stock Turnover (times per year)", 
the figures appearing in this section are the dollar totals of the amounts shown in 
the individual reports of the co-operating stores0 

Items included in the "profit and Loss Data" section consist of "Gross 
Trading Profit", "Employees' Salaries and wages", "Rent", "Advertising", "Deprociation', 
"Other Operating Expenses", "Total Operating Expenses", "Proprietor's Vet Earnings 
Before Income Taxes and Withdrawals", and "Average Proprietor's Net Earnings Per 
Store"0 Dollar figures for all of the above items with the exception of "Average 
Proprietors Net Earnings Per Store" were of course compiled by sales-size and 
occupancy categories and were then expressed as percentages of the total sales 
reported by those groups of stores0 In this way the percentages become averages for 
the several classcs of unincorporated retail stores. 

The explanations for the above terms are set forth later In this report 
under the sub-heading entitled "How The Retailer Can Use Information on Operating 
Costa", It can be noted here, however, that both the percentages and the dollar 
figures for proprietor's net earnings are weighted by the inclusion of two different 
elements 0  one of these comprises the proprietor's remuneration for managing the 
business 	an amount which would In fact have been charged as an expense against 
the store if the business had been incorporated or had been oporated as a unit of a 
retail chain system - while the second consists of the smallsr and residual net 
profit element which compensates for capital Invested and risked and for unusual 
merchandising abilities brought into play0 •uite obviously the figures shown for 
net oarnins con.tdcrably overstate the proprietor's 'net profits' because they also 
include the allowance for proprietor's managerial services. 4gestions. were 
consequently included in the schedule to permit objective allowances to be made for 
these services but Insufficient information was obtained to enable the two elements 
in proprietor's net returns to be separately presented. The final item on average 
not earnings per storo Is therefore shown in dollar figures in the tables, partly as 
an offset to the relatively high net earnings percentages revealed by the revious 
sories and partly to enable the reader to make his own allowances for the two 
principal elements the net earnings figures contain. 

Lirnitationsto Information on OperatIg Results. 

Many retailers may quite probably use the averages contained in the tables 
of this series of reports as information against which their own results can be 
compared and analyzed. Others may use the statistics in a broader way as indicators 
of distribution costs in the various retail trades. Both uses are of course quite 
proper but the information will serve these uses best when the limitations inherent 
in the figures are fully appreciated. 

In the first instance it is important to note that the figures are bused 
only on the results of unincorporated retail stores. The averages therefore do not 
reflect the results obtained by stores operating under the Incorporated form of 



organization. The absonce of these stores probably bears most heavily upon the 
representetiveness of the averages for stores in the higher sales volwne brackets in 
which incorporated stores are most frequently found. Quite apart from differences 
in the qualities of management between these two types of establishments, however, 
the figures for average sales and average year-end inventories per store, stock turn-
over, gross trading profits and percentages for rent, advertising, depreciation and 
all other operating expenses will be readily useful to incorporated store managements. 
nployees' salaries and wages and proprietor's net earnings before income taxeS and 

withdrawals, on the other hand, are not comparable without adjustments with similar 
percentage figures for individual incorporated stores because allowances for pro-
prietors' managerial services have been excluded from the former and included in the 
latter item. 

In the second place, the figures on operating results are based upon 
returns from relatively restricted numbers of stores in the different retail trades 
under study. These samples, chosen at random, are presumed to give representation 
to the several factors which influence operating results, including differences 
arising from size of business, methods of occupancy, from the sizes of locality and 
provinces in which the stores are situated, from degrees of service provided to 
customers, merchandising policies and variations in the quality of store managements. 
Size of business and method of occupancy rank high among these factors and the tables 
were therefore prepared to show operating result averages for different sales-size 
and occupancy groups of stores. Within these breakdowns of the overall sample the 
remaining factors naturally tend to 'average out' in the Canada-wide operating 
averages presented. 

The proper 'averaging-out' of the above variations is naturally dependent 
upon a sufficient number of reports being included to permit this process automatically 
to take place. Examination of the tables, however, will indicate that the number 
of usable reports included in the various salcseize and occupancy categories is often 
quite small, frequently representing less than ten stores. In such cases the results 
should be compared carefully with the results shown for other sales-srze brackets 
to appraise consistencies in trends between the different groups. Jth-ere the results 
appear definitely out of line with these trends, the figures should be interpreted 
with considerable care because it is quite possible that the averages for that 
bracket are not typical of the average results for all stores of that size. 

The 'averaging-out 1  within the different sales-size brackets of the 
factors which affect retail operating results, however, imposes certain limitations 
upon the use of operating cost information by individual merchants This is because 
retailers wish to compare their own results with those obtained by stores as similar 
to their own as possible. With the tables set up in the present manner, retailers 
are able in part to do this because they can match their own results against those 
of stores in their own sales-size and occupancy classes On the other hand, these 
overall figures also reflect the combined and average influences of location by 
provinces and by size of locality, of degrees of service provided and of merchandising 
policies followed. Individual retail stores, however, experience not the 'average', 
but rather the full effects of such factors in their operating resulta Thus the 
overall percentages may well be quite accurate in what they represent and yet differ 
considerably from the experiences of mL:; individual stores. Unfortunately the 
isolation of such influences would require a considerably larger number of reports 
than were received from the recent survey of operating costs. 

An additional point arises in connection with the way average expense 
percentages for employees' salaries and wages, advertising and depreciation were 
built up. Some reports for instance did not show dollar amounts for one or two of 



these expense items. When no values were shoin for the first two types of expenses, 
the practice was to accept the report on the assumption that the store required 
no paid help and in the case of advertising that no such expenditures were incurred. 
Where no amounts were shown for depreciation and no indication was given that any 
had been taken, the schedule wu ex:ined to see if the size of business justiliud 
further attention. If so, the firm was either corresponded with or an estimate 
was made for this Itoni, in all cases, of course, the expense ratios represent the 
total dollar expense figures for each item in each individual classification 
expressed as percentages of the total sales reported by stores in that category. 
The expense percentages for these three items may therefore be slightly less than 
they would have been if only the sales of stores reporting full expense figures had 
been used. 

Jiow tJetai1er Can Use Information on Qperatirjjesults  

},ention has already been made of the conditions In retail trade which may 
prevail In the more normal peacetime period after the transition phase has been 
negotiated. This possible pattern of economic factors, it was suggested, may 1n 
dude a greater pressure of available supplies o: retail and consumer, i:nrkets, a 
relatively smaller unstimulated demand for those conuo.itIcs, a greater competition 
in retailing associated quite probably with freer and often somewhat lower prices, 
and the possibilities of reduced percentages of gross trading profit, of lower 
Individual store sales volumes for many kinds of Independent stores, and of higher 
expense percentages. Such factors raise the question of how individual merchants 
can best utilize inrormation on average operating results as a management tool in 
meeting their problems of transition and adjustment to changing economic conditions. 

Use of operating cost averages in this way depends essentially upon 
comparing results of individual stores with those obtained by similar stores in the 
same kind of business. The retailers therefore should first determine from the 
tables the size of business and occupancy categories most similar to his own store. 
This may be done by comparing his own sales for the period with the sales-size 
brackets of the tables to determine his size categery and by selecting the occupancy 
basis coinciding with that of his own business. He should next reduce his own 
financial items such as his stock turnover, his gross trading profits and his 
several expense categories to conform with those appearing in the tables and express 
these figures in ratio form -- for the most part as percentages of his own total 
net sales and receipts from services performed. be is then in a position to compare 
directly his own results with those which other more or less similar Canadian stores 
obtainod in th same period. 

"umbeof Stores eortign1, the first Item in the tables is also the 
first item to which the merchant should direct his attention. This figure, Indi 
cating the number of reports upon which the following percentages are based, is a 

OOQ overall indicator of how typical those ratios may be of the entire class of 
stores they are presumea to represent. Such percentages, It will be recalled, become 
more accurate as overall measures of their class as the numbers of stores in the 
sample increases. Consequently the averages for nnrticulcr categories where the 
number of reports is small should be compared 'i;ith oter brackets for consistency 
before those averages are applied against the results of the individual store. 

"Averap ales Per Store" is a useful comparative figure because it gives 
the retailer an Idea of the size of the laveraCel store in each size-of-business 
bracket. With this information the merchant can identify the position of his store 
as either below, above, or at the sales-average point in his appropriate category. 
He can make the necessary allowances therefor when comparing figures for stock 



turnover and percentages for the various operating expenses and net earnings with 
his own results. 

"Total Inventory Reported" as a section within the tables contains tour 
items of which the first two and the last will be of considerable interest. The 
first two show total inventories of merchandise for resale of all reporting stores 
at the beginning and end of the year under review. Individual merchants can thereby 
take note of the dollar change in such stocks between the two dates which for the 
sake of convenience may be reduced to percentage form. This variation can then be 
compared with chan : :os in their own inventory levels to indicate how their own 
experiences conform with the trend for the group. 

"Average Inventory Per Store, End of Year", the last of such inventory 
items reduces the total end-of-year stocks of reporting retailers to a per store basis 
and thereby indicates the average amount of capital per store that was invested In 
stocks at that date. Admittedly these figures have been influenced by wartime con-
ditions which have affected the quantities on hand, the commodity composition of the 
stocks and the cost prices on which the inventory valuations rest Moreover, the 
value of inventories on hand at the end of the year is often an inadequate measure 
of the stocks which were maintained throughout the period because the end-or-year 
stocks for many trades tend to reach a relatively low point at that time. In view of 
such limitations, comparisons based on these averageB reveal at the most the extent 
to which the merchant's residual and immediate supply position conforms with others 
in his own sales-size bracket. Under normal supply-demand conditions, however, such 
fiires would probably provide on average a better indication of the more basic and 
minimum inventories which reporting retailers of that size feel were required at that 
time. 

"Stock Turnover (times per year)" 18 the number of times that reporting 
stores disposed of their average inventories of merchandise In the year. For 
purposes of this report, it has been calculated by dividing the average of the 
total beginning and ending inventories at cost values into the "Cost of Goods Sold". 
The latter item itself is a computed one, being determined by adding beginning 
merchandise inventories to purchases and deducting stocks of goods loft on hand at 
the year-end, h:erchandise purchases here consists of the invoice value of all goods 
bought for resale during the year, less returns, allowances and cash and trade 
discounts, but including duty, inward freight, and express and truckago charges. 
Obviously the individual merchant must calculate his own stock turnover in the same 
way before valid comparisons can be made with similar stores. So conputed, both 
stock turnover figures probably overstate the actual number of times the average 
inventory was disposed of since the beginning and ending inventory figures each 
reflect year-end valuations when stocks are frequently at their lowest. This does 
not impair the value of conclusions based on comparisons because the turnover 
rigures for the individual store and sample group of stores are similarly affeoted. 

Having computed his stock turnover in the above manner, the retailer may 
rind the figure for his store somewhat lower than the average for the comparable 
roup of retsIl establishments. The immediate explanation for this variation of 

course is that the merchant seemingly used a larger average inventory to obtain 
his sales volume than the sample of similarly-sized stores used to obtein theirs. 
The merchant's larger average inventory, in turn, may result from one of three 
situations, namely, that his opening inventory was higher than the beginning per 
store inventory for the group, that his ending Inventory was larger than the ending 
per store inventory for the group, or that both his beginning and ending inventories 
were larger than that of the sample group of stores. 

The first of these, that the retailer's opening Inventory was out of line 
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with the average for the group, may be determined by calculating the average per 
store beginning inventory for his class of store and then znacing a dired comparison. 
The merchant's larger beginning inventory may have been caused by the arrival of a 
comparatively large shipment of merchandise just before the year opened, or to 
other conditions applying more particularly to operations in the preceding year, 
The fact, however, that his end-of-year stocks were more closely in line with the 
average f or his group not only thdicates a liquidation of part of his inventories, 
but also suggests that the merchant enjoyed a higher rate of stock turnover during 
the latter part of the year than that of his class. 

The second possibility, that his ending inventory exceeded the average for 
his group while his beginning stocks were more closely in line, could have been 
caused by several factors0 Thus receipts of merchandise just before his financial 
year ended may have been sufficiently heavy to produce the comparatively larger 
inventory position0 This would clearly reduce his calculated rate, of stock turn-
over but it would not necessarily mean that his real turnover was lower than the 
average for his class. Another explanation is that the merchant experienced a lower 
volume of sales in the closing months of the year than he had expected, while his 
purchases of merchandise continued unchecked0 Such a condition might be a matter 
of considerable concern, first because of the possibility of continued curtailmenta 
In sales and second, because the merchant would be facing a new financial year with 
a relatively heavy and perhaps unbalanced inventory position. 

The third possibility, that the retailer' a beginning and ending inventories 
were both higher than the average beginning and ending per store inventories for 
the group 1  from the merchant's viewpoint is probably most significant of all. Some 
retailers, of course, may end their fiscal years at times when duo to seasonal 
factors their stocks are naturally quite high. In such instances an unreal comparl-
son could result because most of the reporting stores terminated their accounting 
years at the and of December, Ianuary, or February when their stocks were onpara-
tively low. In all other cases, however, such a state of affairs indicates quite 
definitely that the retailer is using a larger Inventory to produce his sales than 
those used on the average by other stores in his class. For some stores, the size 
of the floor area or the use of mass displays of merchandise may require heavy but 
balanced stocks of goods; for others, the comparatively large inventories may result 
from the policy of purchasing in sizable quantities for quantity discounts, or for 
other reasons. Such inventories of course require the investment of additional 
capital in merchandise, but the retailers concerned may feel the risks to be justi-
fied in the light of the gains achieved. In other instances, however, the carrying 
of higher inventories may well suggest the presence in the inventory of unnecessarily 
large quantities of slow-moving goods which have accumulated over a considerable 
period. Here, the careful examination of the retailer's inventory position with a 
view to the clearance of the excessive stocks of particular items may be in order 
to minimize the possibilities of losses on eventual disposal, to make way for better 
stocks, and to release capital for more profitable investment in other ways. 

"Gross Trading Profit", as has been pointed out earlier, is the difference 
between net sales of mghandise, including proprietor's withdrawals of goods and 
receipts from repairs/services, and the "Cost of Goods Sold". The latter item is 
calculated by adding beginning merchandise inventories to purchases and then sub-
tracting the inventory of merchandise left over at the end of the period. Merchandise 
purcha8es, of course, represents the total invoice cost of the goods less returns, 
allowances and cash and trade discounts, but includes both duties levied on imported 
oomodities and inward transportation charges. "Cost of Goods Sold" is therefore 
the cost value of the merchandise which was sold or otherwise disposed of while 
"Gross Trading Profit" is the gross income tund remaining from store receipts after 
the merchandise costs have been deducted. 



- 11 - 

The "Gross Trading Profit", then, arises directly out of the retailer's 
activities in buying, selling and managing his inventories of merchandise. As such, 
It can be considered in two ways, that is, the total amount of gross trading profits 
realized during the period and also the percentage rate at which they are made. To 
retailers, both aspects are important. The actual amount of such profits is 
significant because It is from this profit fund that the operating expenses must be 
deducted before the retailer can properly claim the net earnings which determine his 
standard of living. The percentage rate is of interest because it is a measure of 
his success in obtaining a satisfactory overall spread between merchandi8e costs 
and sales, and indicates what could reasonably be expected in the future from a given 
volume of sales. 

In the tables, the gross trading profit is shown only an a percentage of 
sales, thereby setting forth average standards of performance for each of the size 
and occupancy classes of co-operating stores. These percentages therefore represent 
the overall maintained mark up on sales which, on average, was obtained by the 
reporting stores. Such ratios can also be expressed as percentages of cost of goods 
sold merely by expressing the gross profit percentage as a fraction of the remaining 
cost of goods sold percentage and multiplying by 100. For instance, if the gross 
profit forms 25 per cent of sales, the cost of goods sold would form 75 per cent of 
sales, and the maintained mark up on cost for the store then would be 25 per cent 
over 75 per cent times 100 per cent, or 33-1/3 per cent on the cost of goods sold. 

To compare his own rate of gross trading profit with the average obtained 
by the reporting stores in his own group the retailer should be sure his gross 
profits have been calculated in the above manner and then expressed as a percentage 
of his total net sales including his receipts from repairs and other services 
rendered. Having done this, the retailer may find his own gross profit percentage, 
for instance, somewhat lower than the average for the reporting stores in his sales 
and occupancy group. He can then analyze his own trading activities to uncover by 
process of elimination the possible reasons for his seeming less-than-average 
performance. 

One or more of a number of factors, together or singly, could depress the 
merchant's percentage of gross trading profits. On the selling side of the picture 
it is possible, for instance, that an unusually large proportion of the retailer's 
sales could have been concentrated in the lower-profit lines of merchandise; in 
other words, that he was not selling enough of the higher profit items to 'average-
up' his gross trading profits. Competition may possibly have required the retailer 
to sell at relatively low selling prices and thus at relatively small original mark 
ups over cost values during the period under study. In some cases, merchants may 
have had satisfactory original mark ups but later on have marked down sharply the 
retail prices of various items for sales promotional purposes; in others, heavy 
mark downs may have been taken to clear excessive stocks of slow-moving goods, to 
sell merchandise depreciated by style changes or by the possible appearance of 
better goods to replace various types of wartime articles, or to dispose of perish-
able commodities before total losses were sustained. 

Factors relating to purchasing for resale likewise could have had a down-
ward influence on the gross profit perntage. Miscalculations in estimating the 
demand for certain lines of merchandise, for instance, could have been the original 
reason for some of the clearance mark downs just described. Difficulties in 
purchasing goods at cost prices sufficiently low to onable satisfactory original 
mark ups to competitive selling values to be obtained is another factor. This 
experience, of course, is at least partly common to other retailers in the same kind 
of business. Failure to take the full benefit of cash discounts,alJO tt.dIJ to 
reduce the gross trading profit percentage. Such discounts, a1thigh representing 
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a worth while addition to the income of the business, Will usually not of themselves 
cause any considerable chenge in the gross profit percentage. 

A number of other factors may alBo be influential in producing a lower-than-
average rate of gross profit. An over-valued beginning inventory, for instance, 
will cause a lar'er figure to be shown for cost of goods sold and thereby will reduce 
gross trading profits. An ending inventory that is under-valued, or one which has 
been written down in value due to lower cost prices or to depreciation in the quality 
of the merchandise, will also lead to the same result. Stock shortages, too, will 
have a similar effect. Here the retailer should perhaps compare his gross profit 
percentage with those for previous years to see whether a sudden or more gradual drop 
has been experienced. Merchandise witidrawn by proprietors or by employees as part 
payment for services rendered, will likewlee depress the gross profit percentage if 
such amints have not been included in sales at full retail values. In cases where 
cash receipts are considered as Sales the withdrawal of cash by the proprietor with-
out including it in his total receipts, or the transacting of an unusually large 
proportion of businesa on a credit basis near the end of the financial year, again 
will reduce the gross trading profit and its percentage for the year under review. 

"Zmployeaa' Salaries and Wages", exclusive of all types of cash withdrawals 
by the individual retailer, may appear higher when expressed as a percentage of 
his total sales than the average obtained by reporting stores in his own size and 
occupancy group. Such a situation could mean that the merchant's employees are not 
as productive of sales volume in proportion to their salaries and wages as those of 
similar stores. This might result from the fact that the retailer is paying them at 
higher rates of pay than other merchants in his class Alternatively, the retailer 
could be using more full-time and fewer part-time workers than the comparable out-
lets, or is relying more on male employeeB than was true of the group of similar 
reporting stores. 

The type' of services provided by the retailer to his customers might also 
be an explanation. Some at these extended on a non-charge basis, such as tree 
delivery, the provision of credit, the making of adjustments and alterations, etc., 
could have increased the routine work of the store sufficiently to require 
additional help. Certain other services performed on a charge basis, such as 
repairs, etc., could also increase staff requirements, even though profitable 
revenues were obtained. 

Certain peculiarities in the retailer's business may also account for the 
higher-than-average percentage for salaries and wages. If the merchant is conducting 
a mixed business or, in other words, is operating another business besides his 
retail store, he may have allocated too high a proportion of his salaries and wages 
to his store. On the other hand, the proprietor may be giving more of his attention 
to the other activity, relying to a greater extent on paid help to operate his store. 

In some instances the merchant's higher payroll percentage may reflect 
peculiarities of some of the stores Included in the different sample groups of 
stores. Probably the most important of these is the likelihood that some of the 
reporting stores may have been relying in part at least on family members for store 
help. Some of these individuals may not receive any regular wages and others may 
be paid at less than going rates of pay for their services. The inclusion of these 
stores in the sample therefore would result in a somewhat lower salary and wage 
percentage than otherwise would have been shown. In general, however, these 
peculiarities to the extent that they do exist will probably be most pronounced in 
the smaller size-of-business groups of stores. 
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"Rent", when expressed as a percentage of the retailer's total sales may 
also appear higher than the average for comparable stores. Some allowance, though, 
should be made for such differences, particularly when merchants who are comparing 
their results are situated in the larger centers of population. This is because the 
reporting stores represent the various sizes of locality, including the larger 
cities in which dollar rents often tend to be somewhat higher than in the smaller 
places. In the tables, however, these higher rents are 'averaged down' by the lower 

rental experiences of stores in the smaller localities. 

When due regard has been paid to this fact, it may be true that the 
merchant's rental percentage is still above the average f or his group,- in other 
words that he is not obtaining as large a sales volume per dollar of rent expense as 

the comparable stores obtained. Several factors, of course, can account for his 
less-than-average performance. Among these is the possibility that especially severe 
competition or lack of aggressive promotion may be keeping the retailer's spies 
volume down; that he has been in business for a relatively short time and has not yet 

built up his Bales volume to the potential his location offers; or.that the merchant 
is situated in a city with particularly high commercial rentals. In other cases, 
the merchant may be renting more than the space required for his store and yet be 
charging the full rent to the store business. Hero the comparison may not be as 
adverse as it seems when the proportionate amount of rent.is charged Ogainst the store. 

"Advertising", shown in the tables as average percentages of sales, is 
based on the sales of all stores in the several categories even though some stores 
may not have incurred any advertising expenses. This clearly would reduce the 
avera,ze advertising expense ratios below what would have been the average for the 
stores that advertised, and hence should be allowed for in making comparisons. As 
in other cases, a higher-than-average advertising expense ratio may be due to a 
number of possibilities requiring analysis by the merchant concerned. Thus he may 
have been trying to expand his sales volume through advertising and deliberately 
incurring high initial expenses for such publicity. Special clearance sales may 
have been held which required higher-than-average advertising expenditures, or 
perhaps he found it necessary to advertise heavily as a defensive measure against 
especially severe competition which may have featured his trading locality. There 
is also the further possibility that due to various reasons his advertl.sing is not 
producing the extra business that it should. 

"Depreciation", as percentages of total sales, measures the extent to 
which the owned fixed assets of the store -- including the value of new additions 
or replacements -- have decreased in value by wear and tear, by getting out of date, 
or simply by growing older This of course is a real expense of the business even 
though it does not iznmedia1ely involve cash expenditures, for the business man 
should recover his capital either for investment in new assets or for other uses. 
The size of this expense obviously depends upon whether the store building is owned 
or rented, the original costs and types of the fi.ed assets which are owned, and 
the rate at which those assets are being written off. 

Not all of the co-operating stores reported allowances for depreciation. 
In some tntances, at least, this may have been due to the fact that the fixed 
assets had already been written off. Quite possibly, the wartime scarcities of 
equipment, materials and labour may often have prevented replacement or renovation 
of the fixed assets, thus depressing the depreciation expense percentages below 
what they would have been in normal times. In other instances where no depreciation 
was shown, a corrected figure was obtained for depreciation or alternatively an 
estimate was entered in the tabulations for this expense. In general where 
correspondence with reporting stores was undertaken the following rates were suggested 
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for consideration: on cost of building, a maximwn of '5 per cent if of wood 1  and of 
2-1/2 per cent if or brick or stone; on delivery equipment, 25 per cent of cost 
for the first year and 20 per cent thereafter; on fixtures, a maximum of 5 per cent; 
and on machinery, of 10 per cent per year. 

In comparing his own depreciation expense percentage with those shown in 
the tables,' the retailer should recognize that the averages are somewhat lower, 
frequently In the smaller size groups, than they would have been It only stores 
reporting depreciation allowances had been taken. If the merchant's depreciation 
ratio St l appears high it is very likely due to certain factors peculiar to his 
own business Thus his fixed assets may be more elaborate; their original ot may 
have been greater; some of them may have been purchased more recently; or the rates 
of depreciation used may have been higher. In any event the element of depreciation 
is there, and the rate of allowing for it can only vary on a sound basia between 
fairly narrow li 

"Other Operating Expenses", comprise all legitimate expenses still 
remaining, and include heat, light and power, store supplies, taxes other than in-
come taxes, business insurance, losses on bad debts, repairs and maintenance, 
intert on borrowed money, etc., but do not include proprietor's salaries or with-
drawals. As such it is unfortunately too mixed an expense category to permit a 
detailed analysis of the reasons for the difference btween the individual retailer's 
expense ratio and that of his group. Furthermore the merchant must make an allowance 
for a reasonable difference between the two expense percentages because of the 
varying experiences of stores reporting their "all other operating expenses". If 
his own percentage is still somewhat higher than the average, however, the retailer 
may well check through his residual expenses to determine the reasons for them and 
to assess the possibilities of effecting certain reductions in the future. 

"Total Operating Expenses", when expressed as a percentage of the store's 
total sales, is of course merely the sum of the individual expense percentages 
previously discussed. The difference between the individual merchant's total 
expense ratio and that of his group is consequently the net result of the variations 
he finds between his own individual expense items and the averages for his comparable 
group of stores. These differences could quite possibly cancel each other out to 
leave the retailer's total expense ratio closely approaching the average for the 
category against which it is compared. Clearly, however, this does not mean that no 
opportunities exist for a curtailment in total operating expenses by a careful 
examination of the individual expenses which were incurred. 

Proprietor? s Net Earnings Before Income Taxes and Withdrawals" is 
obviously the final result and financial objective of the retailer's merchandising 
activities. In percentage form It is the measure of the merchant's success in 
keeping his gross trading profit and his total operating expenses sufficiently far 
apart to yield a positive percentage of net oarnixv'c which is, of course, exclusive 
of non-trading incomes such as return on investments, rentals received and so forth. 
If, then the retailer's percentage of net earnings is less-than-average, it must 
be due to either one - or both - of two factors i.e., a lower-than-average gross 
trading profit percentae, or a higher-than-average total operating expense ratio, 
the possible causes of which have already been commented upon. 

"Average ProprietorEs  Net Earnings Per Store", as already explained, con-
sists of the total reported net earnings divided by the number of co-operating 
stores. Expressed as a percentage of total net sales, this item will frequently 
appear large. This is because it contains two dissimilar and unmeasured elements, 
one being the remuneration usually thought of as the proprietor's real salary for 
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managing the business, the other consisting of the net trading profits which are 
in turn made up of a legitimate reward for exceptional merchandising abilities and 
a return on capital invested - and risked - in the enterprise. Allowances imist 
therefore be made in the dollar figures shown in this item for the proprietor's 
managerial services before the real profitability of the individual store or the 
comparable group of Stores can be appraised. 

Discussion in this bection, it will be noted, has dealt with three phasee 
of the problem of "How The 1etailer Can Use Information On Operating Results" in 
studying his stock turnover and his various profit and expense items. First has 
coma an explanation of what each item is and how it Is made up. Then it was assumed, 
for purposes of comparison only, that the retailer's results were inferior to the 
average for his comparable class or stores. This, In turn, was followed by a 
discnssion of the possible operating factors which might have caused the poorer 
results. Many of these factors 1  however, would have resulted In average or better-
than-average performances being obtained If their direction had been reversed. For 
this renson, therefore, no attempt was made to analyze the reasons for higher-than-
averao orerating results. 

Finally, It will be observed that no recommendations were made for the 
correction of adverse conditions. Prequently such conditions, such as particularly 
severe competition, are in fact hard realities which must be faced. Here, as in 
other Cases, analysis based on facts and imagination imist be relied upon to solve 
many of the individual problems of retail managements. 
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PART II - RESTATrnAI:TS 

Trends oy 3ize of Uusiness, 1944 

The term "Restaurants' as used in this survey of operating results, 
embraces two somewhat different types of establishment. In the first 
instance it includes establishments generally recognized as restaurants, 
cuCoterias or other eating places and spccia1izin; in this service. liesult 
of the Census of Lercbandislng for 1941 show that in that year there were 
4,457 such establishments in Canada with total receipts of 38,O3i,100. An 
analysis of these total receipts shows that, on average, they were comprised 
to the extent of 88.4 per cent of the sale of meals and lunches, 6.8 per cent 
of sales of cigars, ci;arettes and tobacco, leaving only 4.8 per cent to 
represent receipts from other sources. 3econdly the term "restaurant" in-
cludes establishments in which the Sale of meals and lunches forms between 
40 and 75 per cent of the total annual turnover, the remainder of the business 
being comprised of the sale of such items as bakery products, candy and 
confectionery, cigars, cigarettes and tobacco and perhaps magazines and papers. 
The census results for 1941 showed a total of 3,221 such establishments with 
annual receipts of 	8,660,000. 

This survey of operating results for the restaurant trade for 1944 
is bused on returns received from a sample of 266 establishments operated by 
individual proprietors or partners as distinguished from corporations. These 
266 returns were sorted into ten groupings of stores, first into five sales 
sizes ranging, from those having annual receipts of less than $10,000 to 
those reporting receipts of $50,000 and over, after which the classifications 
were broken down as between establishments in owned and in rented premises. 
The number of firms in the various categories ranred from a minimum of three 
for owned stores in the largest size to 67 for rented stores in the same 
cateory. In twooupins the nuriber of establishments reporting was con-
sidered too siriall to warrant the publication of results. In three others 
the number of reporting firms was also comparatively smull and the averages 
for these should be used with caution. 

The larger restaurants had the higher rates of turnover 

Average rate oC stock turnover, as measured by a comparison of 
annual receipts reduced to a cost basis and the average of the two inventory 
figures as at the beginnini ,  and end of the year, were greater for the large 
than for small businesses. These ranged from a minimum of 17.5 times for 
owned establishments in the smallest size class to 32.4 times for rented 
establishments in the group having annual receipts of $50,000 or more. The 
high rate of stock turnover in comparison with that secured by other trades 
reflects, of course, the perishable nature of the commodities handled. The 
gain in the rate of turnover as the size of business increased conforms 
with the common experience for most retail trades. A factor to be con-
sidered in this connection is that the smaller restaurants do not generally 
restrict their activities to the sale of meals to the same extent as do 
the larger establishments. In other words, a greater proportion of their 
business is represented by the 3a1of candy, confectionery, tobacco and 
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tobacco products, items for which the turnover rate is less frequent than is 
the case cC Food products required in the preparation of meals. 

Averae inventory per store as on December 31, 1944, ranged from 
a low of 010 for rented establishments in the smallest size category to 
.1,783 for rented establishments in the largest size class. Comparative 
inventory figures for the beinn1ng and end of the year showed an upward 

verr.ent with increases for the smallest and largest sales sizes exceeding 
those for firms in the intermediate size classes. 

Gross profit ratios varied between 27.4 and 36.7 per cent of receipts 

gross trading profits represent the difference between annual 
receipts and the total cost of the goods and supplies which were sold either 
in the same form as purchased or else were used in the preparation of meals. 
Eressed as percentages of total receirts, the gross trading profits were 
somewhat greater for the larger establishments. Overall, the seven ratios 
ranged between a low of 27.4 per cent for a group of 15 establishments in 
owned preiiscs having annual receipts of between $10,000 and $20,000 and a 
high of 36.7 per cent for a group of 67 restaurants In rented premises having 
annual receipts of $50,000 or more. This upward trertd in gross trading 
profit as size of business increases Is principally a reflection of the 
difference in the commodity compositions of small and large establishments, 
the smeller ones deriving greater proportions of their annual revenues from 
sellin7 pro1ucts which carry lower initial mark ups from cost levels. 

Payrolls percentages averaged hihor for the larger restaurhnts 

Turning now to an analysis of operating expenses, employees' 
salaries and wages as percentages of total receipts increased sharply as the 
size of business became greater, the seven averages ranging upward from 
3.9 per cent for 13 owned restaurants in the smallest to 13.6 per cent for 
the group of 67 rented establishments in the largost size category. 
3alaries and wages as reported were to include the total compensation in-
cluding not only cash payments but also payments in kind including meals 
conmmed by employees. The salary and wage figures do not include any 
allowance for the managerial or clericalservices of proprietors. The up-
ward trend in the wage ratios from the smallest to the largest sizes of 
business is, therefore, simply the reflection of the decreasing share of 
the work which the proprietors performed, and therefore of the increasing 
proportion of the labour which was performed by paid employees. 

Rental ratios declined as size of restaurants increased 

Rentals paid by those firms occupying rented premises varied 
inversely with the size of business and ranged downward from 5.0 per cent 
of :innual receipts for the smallest size grouping of establishments to 2.5 
per cent of receipts for estab1ishments in the largest size of business. 
This tendency is consistent with those found for other trades. It reflects 
the fixed nature of rental costs and the consequent decrease in rentals as 
a percentw-',e of sales as annual turnover increases, provided, of course, 
that no comparable extension of plant facilities is required. 
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Advertisini expenditures in relation to receipts were at a low level 
Ir 144, ranging from 0.1 per cent of sales for each of the three smsller 
size categories of rented stores to 0.3 per cent for the group of larger firms 
havinr nnnual receipts of $50,000 or more. Results of a similar survey or 
advertising expenditures for 1938 show an avern:;e advertising expenditure of 
9.5 per cent for a group of 181 restaurants. The much lower ratio in 1944 
reflects the marked increase which has characterized the restaurant trade 
during recent years, most establishjients operatin,t: at or near capacity levels 
and thus requiring little or no advertising in ordor to stimulate putronae. 

Depreciation allowances averaged between 0.7 and 1.2 per cent of receipts 

Deprcciation allowances for rented premises raned fron 0.7 per cent 
101 the group of 17 establishments each having annual receipts of less than 
$10,000 to 1.2 per cent for the 67 establishments in the 050,000 and over 
class. The percentages for owned establishments were naturally somewhat 
higher; they ranged from 1.6 per cent for the group of smuller businesses to 
2.0 per cent for the larger firnts. 

All other operating expenses including such items as heat, liht 
and water, all taxes other than income taxes, insurance, repairs and maintenance, 
interest on borrowed money, supplies (oth' than r.iercnandise and food 
products bought for resale), etc., were included under one heading. Juch 
expenses, v.thcrL expressed as percentages of net sales, varied within conpara-
tively narrow limits, ranging from 6.1 per cent of sales for rented stores 
in the 40,000 to 120,000 class to 7.9 per cent for rented establishments 
with annual receipts of bet;eeri 	O,Oa;:md 40,000. A more detailed analysis 
of this group of expenses made in connection with the 1938 survey indisates 
that with two exceptions the ratios of the individual expense items to 
receipts remained fairly constant for differ'ent sizes of business. Ratios for 
light, heat and power, however, varied inversely with the size of business. on 
the other hand the residual item of rtiscellaneous expenses not further 
analyzed tended to increase as the size of business increased, a result which 
may be attributed at least in part to the more comprehensive accounting systems 
maintained by the larger fims. Thus certain expense items as3igfled to this 
residual category by the larger operators may have been overlooked altoether 
or included in the cost of goods purchased by the smaller firms. 

Total expense ratios for the larger restaurants were considerably higher 

On summarizing the various expense iteris described in the preceding 
paragraphs, it is found that the seven total operating expense ratios varied 
from u low of 12.4 per cent of sales for owned restaurants having receipts of 
less than ç10,000 to a high of 29.7 per cent for the 67 rented establishments 
with receipts in excess of $50,000 in 1944. The direct vartation of the 
total expense ratios with increases in sales volume may be explained, of 
course, by the corresponding direct variation in salary and wage costs to 
which reference has been made and to the important element that such wage 
costs form of total operating expenses. 

i:ot earnin -s percentages declined 

Proprietor's net earnings before income taxes 33 recorded in the 
results of this survey may be thought of as consisting of two coLponents. 
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One comronent consists of the proprietor's compensation for the munaer1a1 
and other services which he performs in the business. The second component 
represents the net return which the prr:prietor naturally expects on the 
capital which he has invested ir the business. .30 defined, the avera.'e ratios 
of proprietors' net earnings to total receipts were much higher for the 
smaller sizes of restaurants, the average for rented establishments dropping 
steadily fron 16.6 per cent in the less than 10,000 to 7.0 per cent in the 
largest size of business. This downward trend, of course, resulted from the 
fact that the total expense ratios rose much ;:iore sharply from the smaller to 
the larger sales groupings thun the percentages for toss trading profits 
did. 	n even smaller ratio of 4.1 per cent for a group of 8 ost;blishxnonts 
with receipts between )30,000 and 50,000, however, cannot be considered as 
reprc3enttive of all establishments in this size category in view of the 
small size of the sample. 

Although net earnings as a percentage of receipts declined as the 
size of business increased, the actual dollar figures for net earnings per 
store showed no such inverse variation. On the other hand, they Increased 
prOgrC3siVelY for successive sizes of business ranging from 861 for the group 
of 13 owned stores each having annual sales of less than 410,000 and averaging 
5,702 per store to net earnings of $5,e46 per store for the 67 rented 

establishments in the largest size class and having an average annual turnover 
of 33,473. 

Operutin:-- Results of Continuing jtores in 13'i1 and 1344 CoLipured 

Of the 266 restaurants which gave fiures on operating results 
for 1944, there were 14e which also sub:itted figures for 1941. These were 
classified by size of business for Table ;. 	according to the sales they made 
in 1941 and thus entirely iropendent of their dollar volumes in 1944. In 
view of the more limited nurher of fix'ms reporting for both years It was 
necessary to reduce the number of siz 	g e citeorics for which fiires are given 
from the five shown in Table 1 to the three which appear in the second tablo. 
In one of these - that of owned restaurants with 1)41 receipts of 050,000 
or over, only two reports were included and hence no averages were shown 
for this classification. Levertheless the couparative averages for the 
remainIng 146 establIshments reporting for both years do provide some basis 
for measuring the trends in operating results over the three year period. 

a1es increase averaged 46 per cent 

Included In the 146 establishments reportin. for both yours were 
.'7 etuursnt3 ouch 'eith annual receipts in 1941 of less than 	0,000 whose 
total receipts averaged approximately 70 per cent higher in 1944 than in the 
earlier period. There were 61 establishments reportinC receipts for 1941 
varyinI between .20,000 and 	0,000 and their dollar volumes were 313 per cent 
hihcr in 1944. The remaining 2C establishments reporting for both years 
had annual receipts In 1341 of 50,000 or over and these registered an 
average increase of 47 per cent in dollar volume of business during the three 
year interval under review. Coribincd receipts for the 1'16 establishments 
reporting for both years average 46 per cent higher In 1944 than in 1941. 
This compares with afi increase of 54 per cent which a much 1aror sample of 
550 restaurants giving their monthly sales fI.ires to the Bureau experienced 
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between the two years. The marked increase in restaurant receipts is 
an outstanding feature of the retail trade of Canada during the war years. 
It reflects the general expansion in industrial activity and payroll, 
the increased er.ployment of female workers, and to some extent, nay be 
attributed to the introduction of rationing of some food products. 

ross profit ratios lower in 1944 

Gross trading profits as percentages of sales ciecliaed Uetv;een 
the two yearn. The ratio for rented establishments in the smallest size 
of business declined from 34.0 per cent to 30.8 per cent of total receipts 
while in the intermediate grouping. with annual receipts between .0,000 
and 50,000 it receded from 3.l per cent in 1941 to 35.8 per cent in 
1944. The decrease for the largest restaurants in rented premises, how-
ever, was considerably less, the ratio moving downward from 39.1 to 38.1 
per cent of sales. Peductions in gross margin ratios between 1941 and 
1344 were corrnton for a number of individual retail trades and represent 
in the case of restaurants a narrowing of the spread between the amount 
of money taken in from the sale of meals or merchandise and the laid dOwfl 
cost of the merchandise, foodstuffs and other provisions required for the 
conduct of the business. 

Total expense percenta on lowei' in 1944 

Reflecting the increase in personnel required to cope with the 
expanded volume of business, salary und ware costs moved upward at about 
the same rate as sales valume with the result that wage payments as a 
percentage of annual receipts were practically unchanged to slightly 
higher in 1944. Rental costs, onthe other hand, declined appreciably 
when expressed as rercontages of total sales. Depreciation allowances 
and the residual group of expenses also declined in relation to the 
volume of business transacted, with the result that the total expense 
ratios were generally considerably lower in 1944 than in the earlier 
period. 

Increacej or decreases in the average percentages net earnings 
ferried of sales depended upon whether the declines in the operating 
expense ratios exceeded or fell short of the decreases in average gross 
margins. Not earnings for a group of 42 establishments in rented 
premises and having annual ieceftts ol' less than 20,000 increased from 
9.2 per cent of sales in 1941 to 10.0 per cent in U44. i. similar 
tendency was exhibited by a group of 28 establishments In rented premises 
and having annual receipts of 50,000 or more. In this instance the 
net earnins gained. fron 5.4 per cent to 6.6 per cent of sales. On the 
other hand the net earnings ratio for the interriediate size group of 
establishmerLts declined from 9.1 per cent in 1941 to 6.5 per cent in 1944. 
Overall, the net earnings percentages were lower in three and higher in 
two of the sales and occupancy groupings of restaurants in 194. 

Actual net earnings per restaurant higher in 1944 

Net earnings per rcstuant when expressed in dollar figures in-
creased substantially for all categories for which separate fiires were 
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conrilod, the rain in dollur volume of business far more than offsetting 
any decline in the net earnings percentage ratio which may have occurred. 
Net  earnings per establishment, expressed in round figures increased from 
01,100 to $2,100 for the group of small firms in rented preiiises which were 
included in the murvey, from :2,300 to 3,000 for the intermediate group, 
and from VZ,600 to 6,500 per estzmblishmcnt for the group of larger 
f irmr 

a 



- 
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Table l.--Restaurants - Operatinir Results for 3tores Classified 
Aecordin to 194' 3ales size and Occupancy Basis, Cinadt, 1344 

GEER\L IN O1ThATI0N 

Yumber of itore3 Reporting 13 17 15 43 
74,122 :;;107,952 4,236,943 626,254 

6,350 15,796 14,564 
Total Inventory Reported, 

Toted 	Jales 	........................ 

3,017 2 1 278 9,407 20,435 

Average Jalcs Per Jtore..........5,702 

3,119 3,065 9,510 21,376 
Beginning of Year 	........... 

3,068 2,671 9,459 20,906 
End of Year 	..................... 
Averae 	for Year 	................ 

Average Inventory Per 3tore, 
240 180 634 497 End 	of Year 	....................... 

Cost 	of ('ioods Jold 	....... ......... 53,738 70,385 172,021 445,693 
Jtock Turnover (times per year) 17.5 26.4 18.2 21.3 

PROFIT AI!D LOJJ DATA 
- (Itens Expressed As Percentages of Sales) 

(',rosa 	adini Profit ..............27.5 	f 	54.8 	27.4 	28.6 

Operatimr Expenses: 
Employees' Salaries and '/aes 
Rent ............................ 
Advertisinr ..................... 
T)eprec iation . . . . . . . .•. - * . . . . 
Other 0perdtin Expenses ....... 

Total Opernting Expenses ......... 

Proprietor's et Earnings Before 
Income Taxes and iithdrawals 

3.9 5.9 2.6 8,2 
- 5.0 - 3.2 
(a) 0.1 0.2 0,1 
1.6 0.7 1.9 1.0 
6.9 6.5 6.5 6.1 

12.4 18.2 17.2 18.6 

15 . 1 J 	16.6 	10.2 1 	10.2 

18. weru ! 7,u Proprietor's et Earn- 
ings Per store .. ............. 	861 	1,054 	4,610 	1,491 

(a) Less than .05 per cent. 



36.7 	I 10. 

18.6  
2.5  
0.3  
1.2  
7.1  

29.? - 16. 

2,312 	1,577 	,R37 ___________ 	 r,R46 - 18. 

(aT Less than .05 per cent. 	 -- 

- 	 - 

Table 1.--flestuurunts - Operating Results for Stores Classified 
According to 1944 Jabs Jize and Occupancy I3asis, Canada. 1944 (Cont. 

OUT cF TtL J;LES 

	

20,000 to 29,999 	f 	:30,000 to 49,999f 	.50,000 and Over 
Owned 	Iented 	[ Owned  1 	1onted 

	
Owned 	I 	Fented 

EERAL INFORMATION 

39 8 56 67  
969,499 3O6,728 2,13?,951 5,592,706  
24,859 38,341 38,178 63,473  

51TL 3iJPLE 
26,753 8,783 41,667 99,387  

TOO 28,530 11,110 45,423 TOO 119,462  
27,641 9,947 43,555 109,424  

U. 31:;.LL 
732 1,389 811 1,783  

677,680 217,777 1,365,392 3,540,183  
24.5 21.9 31.8  - 	32.4  

SA!TLE 

TOO 

SLL 

PROFIT .J) LOSS DATA 
(Items Expressed Is Percentajes of 3ales) 

30.1 1 29.0 35.2  

10.P 15.4 15.7 
2.6 - 2.8 SAI.PIE 
0.1 (a) 0.2 
1.0 2.0 1.2 TOO 
6.3 7.5 7.9 

S,ALL 
20.8 24.9 27.8  

9.3 - 	 4.1 7.4   7.0 1?. 
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Table 2.--cstuurants - Cnerating Results for Stores Classified 
According to 1041 Sales Size and Occupancy Basis, Canada, 1941 and 1)44 

J.:TT CiV' ThJ.  
- 	Less than ç20,0u0 	- 

Item 	 1041 	1 	1944 
Owned 	F Rented I Owned I 	Rented 

CrE1'AL INFOR}LATION 

1. Number of Stores Reporting 15 42 15 42 
13O,10? 496,925 $176,909 885,558 

2,674 11,832 11,704 21,085 
Total 	Sales 	....................... 
Average Sales Per Store 	........... 
Total Inventory Reported, 

Begirmin 	of Year 	............... 5,924 14,875 6,752 20,062 
End 	of Year 	..................... 8,4e8 14,926 6,779 20,534 
Average for Year 	...............7,206 14,901 6,766 20,298 

Average Inventory Per Store, 
End 	of Year 	................ 0 566 355 452 489 

9b,629 327,971 130,382 612,806 P. 	Cost of Goods Sold 	................ 
Stock 	rnover (times per year) Th - 	 13.3 22.0 19.3 30.2  

PROFIT AID LOSS DATA 
(Items Essed As Percontues of Sales) 

Gross Trading Profit ..............26.5 1 	34.0 1 	26.31 	30.8 

Oporati n Expenses: 
Employees' Salaries :nd 4aes 
Rent ........................... 
Advertising .................... 
Depreciation ............... 
Other Operating Expexu;es ....... 

Total Operatinr,, Expenses ......... 

6.1 11.2 7.7 10.5 
- 4.4 - 2.9 

0.2 0.1 0.3 0.1 
1.4 1.2 1.3 1.0 
7.8 7.9 6.5 6.3 

15.5 -24.8 15.8 20.8 

-roprietor's Tot Earnings Before 
Income Taxes and .Jithdrawals 

Average Proprietor's Net Earn-
ings Per Store ................ 

- 11.0 	9.2 	10.5 	10.0 

953 -- 1,091 $1,240 2,110 
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Table 2.--Rcstuuranto - 0perz:tinf Heaults for 3tores Clssified 
ccord1n to 1941 Jules 1 ize and Occupancy Basis, Canada, 1341 and 1344 (Cont 

;2:01 117 OF :!:flJ.L 3ALE ___ _ 	 S 
- 	20,000 .3,939 - 	f 	$50,000 and over 	-- 
1341 	19441 	1941 	1944 

flentod 	Owned 	Rente 

GE1'IAJ. I}TFOR1TIOI 

9 52 9 52 28 28 
293,734 1,7l2,595 354,1582,414,65? l,870,315 ,738,O32 
32,637 32,935 39,351 4,456 32.TLE 67,083 dPIE 06,501 

30,339 39,230 11,178 55,691 33,867 52,590 
32,010 46,686 13,513 56,435 TOO 47,183 TOO 63 ) 176 
51,165 42,959 12,546 56,063 43,535 57,773 

5,557 flJ2 1,501 1,025 J!:.'LL 1,625 Afl. 2,256 
i23,283 1,060,096 253,056 1,550,210 1,143,894 1,707,222 

6.0 24.7 12.9 27.7 26.3 29.6 

iO'IT .T) LC.3 DATA 
Iteis ixpres3ed •s 1crccntaes 01' 3u1e3 

 

 
 

 
 
 

 
 

 

30.9 

16.9 

10.4 

3.1 I 	34.2 

16.6 I 17.4 
4.1' - 

0.2 (a) 
1.8 I 2.3 
8.3 1 3.1 

35.6 

16.9: 	11 
5.0 I 3½PLI 
O.2 
1.4 $ TOO 
7.8 

3EALL  

39.1 I 

13.6 
3.3 3A:iI 
0.6 
1.? I TOO 
8.5 

31LL 

38.1 I 10. 

	

20.2 
	

11. 

	

2.4 
	12 . 

	

0.4 
	

15. 

	

1.1 
	

14. 

	

7.4 
	

15. 

30.4 j - 	31.0 J 	26.8 J 	29.3 1 - 	1 	33.7 	31.5k 16. 

5.5 	7.1 	5.4 	-__6.5 	[ 	5.4 J_- 	6.6 17. 

2,355 	2113 	3,012 	- 3,597 - 	6,512 18. 



P;iRP III - TU1 STORES 

Trends by Size of Business, 1944 

This section of the repart contains a sumnary of the Occratiflg 
results of a gToup of 258 drug stores which gave details regarding their 
business ocratiors in 1944. It also presents comparutive figures for 1341 
and 1944 for a smaller group of 156 stores which furnish figures for both of 
these two periods. 

Notwithstanding the wide ranre of commodities curried in drug 
stores, the 3ale of prescriptions, prcred medicines, dxiirs and drug sundries 
still form an important component of the retail drug trade. Results of the 
cnsus of L.erchsndising and Jervicc Est:blishnents for 1341 sh: that in that 

year there were 3,956 drug stores in Canada and these had total annual sales 
of l01,027,400. ;lrnoct exactly one-half of this figure represented the sale 
of the items mentioned above. Food products, Including candy and confectionery, 
bottled bcvcrues, soda fountain s.les, lunches and ice cream came second in 
im.ortnce forming 13.6 per cent of the total annual turnover. Jeeps and 
toilet articles and preparations formed 12.5 per cent; tobacco sales accounted 
for 12.0 per cent; stationery, books and magazines contributed 5.5 per cent 
while miscellaneous merchandise made up the retrutinirig 6.3 per cent. 

The 20 drug stores included in the survey had total annual sales 
of $9,496,983 and consist of retail drug outlets operated as individual 
proprietorships or partnersnips as distinguished from corporations. ?urther-
more, the survey was restricted to independent stores; chain stores were not 
included. The 258 drug stores comprising this sample were first divided 
into five size-of-business classifications ranging from those with annual 
receipts of less than $10,000 to those with annual receirts of 150,000 and 
over. The stores in each size-of-business category were then subdivided as 
between those operatec] in owned and in rented premises to form ten sales and 
occuncy iroupIngs for which averages are presented in Table 1. The numbers 
of stores in the various categories varied over a considerabld range and were 
erierally greater 1or estahJ.ishments in rented than for those in owned premises. 

In the case of rented stores the numbers varied from a minimum of 6 for the 
smallest size category to a maximum of 73 for stores having annual sales of 
between $30,000 and 050,000. ?iires for the small group of 6 stores are not 
shown in the tables but the nuiibers of stores in the other size categories 
for rented premises arc considered sufficiently large to provide representative 
results. The numbers of stores operating in owned premises did not exceed 
13 for any individual size bracket and ranged downwards to as low as '7 for 
the ;roup of retail outlets having annual sales of Q50,000 or over. The 
averages for these should, therefore, be used vith caution. In view of the 
small numbers of owned stores incJuded In the sample, most of the summary 
presented in the following paragraphs deals with the results for stores in 
rented premises. 

Inventories were turned over faster by thç laiger drug stores 

In common with most other kinds of retail businesses, the rate of 
sto'k turnover, computed by dividing the average of the beginning and ending 
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inventories for the year into annual receipts reduced to a cost basis, 
was greater for 1are than for snail stores. The stock turnover rate for 
rented stores moved up steadily from 3.0 times for stores with annual sales 
of between 0,10,000 and ;20,000 to 4.7 times for stores with annual aules 
of Q50,000 or over. The rate for a oroup of A stores in owued premises and 
having annual sales of less than $10,000 was Only 1.3 times. The in-
ciusinr rate of stock turnover as the annual sales volume increases 
:-tlect3 the fact that there are certain minimum stock requirements which a 
store must carr.' in order to transact business at all. Beyond that minimum, 
an expanding volume of business can be handled partly by increasing the 
stock turnover rate without a commensurate increase in the actual value of 
inventories carried. 

Average inventory per store at the end of 1944 amounted to $2,609 
for the small group al' owned stores in the sx.iallest size category Ind 
raned upwards to 112,699 for owned stores having annual sales of $50,000 
or over. Inventories were valued somewhat hi1ier at the end of 1944 than at 
the beginning of the same period, nggreate figures for all stores reJ)orting 
and incl"dino both those in owned and in rented promises indicatin an in-
crease of 5.1 per cent. Percentar,e increases in the inventories of rented 
outlets were somewhat greater for small than for large stores, a result which 
may be explained by the steeper unwurd trend in sales for small than for 
larger stores which was evident during the war years. 

aross profit ratios avoragcd hir-her for the larger stores 

ross trading profit, or tho difference between annual receipts 
and the purchase price of goods sold, varied over a considerable rcn'e for 
different stores depending upon the commodity composition of the business 
transactod. Stores with a high proportioi or receipts from prescriptions 
or from the sale of meals or lunches vou1d normally have a high g'oss margin 
ratio. Other stores where such receipts were of lesser importance would 
naturally sell higher proportions of candy, confectionery and tobacco products, 
etc., and these commodities carrying comparatively lower rates of initial 
mark-up would result in lower percentages of gross trading profits being 
realized. The lack of uniformity in the corw.odity composition of different 
stores was suct as to hide any consistent trend in gross margin ratio for 
stores classified according to size of business. NevertAeless the general 
tendency was for the gross margin percentu.e to rise as the size of store 
increased. For a group of 47 stores with annual sales of $50,000 or over 
gross profits averaged 26.9 per cent in 1944, but were somewhat lower at 
fro. 24.1 per cent to 26.4 per cent for stores in the smaller size categories. 
For owned establishments the average ratios ranred from 23.1 per e:nt for 
stores with annual sales of between 20,000 and .:30,000 to ;8.0 per cent for 
stores in the largest size category. 

Salary and wage ratios 'aL:iier for larger drug stores 

An analysis of the oteratin. expenses reported by those stores 
shows that salaries arid viucs as a percentage of sales ranged in the case of 
rented stores from a r.inimurt of 4.0 per cent for stores in the $10,000 to 
$20,000 size bracket to .5 per' cent for stores having sales of $50,000 or 
more. The range for owned stores was from 1.6 per cent to 8.6 per cent. 



- 28 - 

3alary and wage figures as reported were to include the total compensation 
received by paid employees but they were not to include any allowance 
for the managerial or clerical services of proprietors. The upward trend 
in the ratio of wages to sales as the size of business increased re-
flected the decreasin- relative importance of the value of proprietors' 
services in relation to the total labour cost, and hence the increasin:. 
proportion of that cost which represented paynents to enployoes. 

flentals Daid by stores occupying rented prenises were constant 
at 2.7 per cent of sales for stores in the $10,000 to 420,000 and in 
the 	0,000 to $30,000 sales brackets. Yor larger stores the ratio 
declined, amounting to 2.4 per cent for stores with annual snleG of between 
•30,000 and 50,000 and to 2.2 per cent of sales for stores with annual 
sales of ...50,000 or over. The downward tendency in the rentals ratios 
as the size of business increases reflecta the fixed nature of rental 
costs and is consistent with the results Iound for other trades. 

Ireat stores had highest udvcrtisin- expense ratio3 

Exceting only the largest size group of stores, advertising 
exrenditures remained uniform at 0.4 per cent of sales in the three other 
size categories of rented stores for which figures are &howri in the 
tables. For similar stores with annual sales ofi50,000 or more, how-
ever, publicity costs amounted to 0.7 per cent of the dollar volume. 
The ratios for stores in owned premises increased consistently with the 
size of business and ranged fioni 0.1 per cent for stores with annual 
sales of less than $10,000 to 0.8 per cent for stores in the largest 
size of business. 

)epreciation allowances on eiuipment end fixtures reported by 
stores in rented preiises and expressed as percentages of annual sales 
varien inversely with un]ount of sales made. such allowances ranged from 
0.E3 per cent of sales for stores having annual sales of from $10,000 
to 20,000 to 0.4 per cent for stores with rmual sales of $50,000 or 
more. The inverse relationship between the depreciation ratio and the 
size of business is a reflection of the higher investment in store 
furniture and equirnent in relation to sales in the smaller stores. The 
depreciation allowances for owned stores were naturally sor.tewhat higher 
than those for stores in rented prer.iises. 

All other operatin-: expenses including such items as heat, 
light arid water, all taxes other than income taxes, insurance, repairs 
an(' maintenance, interest on borrowed money, supplies (other than 
merchandise houht for resale), ct., were included under one heading. 
Reflectin 1  the impact of the more fixed cost elements in this roup, the 
ratios for rented store expenses varied inversely with the size of 
business, ranirig downward from 4.9 per cent of sales for outlets with 
annual sales of between 10,000 and 0,000 to 3.6 per cent for establish-
rrionts in the largest size of business. Due probably to higher content 
of other occupancy costs, the averages for drug stores in owned premises 
tended to be somewhat higher than those which the rented stores 
experienced. 



Total expense ratios of bigger stores averaged higher 

On sur-marizinp the various expense itoztis for which figures are 
compiled, total expenses for rented stores ranged upward from 12.8 per 
cent of sales for stores doing an annual business of $10,00 to $20,000 
to 1.4 per cent for rented stores with annual sales of 050,000 or 
more. Total operating expenses for owned stores reveulod a similar 
rising trend, a tendency which may be explained by the corresponding 
direct variation in salary and wage costs which form an important element 
in the total operotinr expenses. 

Proprietor's net earnings before income taxes may be thought 
of as consisting of two components. One cononont consists of the 
proprietor's compensation for the managerial and other services which 
he performs in the business. The second component represents the 
return which a proprietor naturally expects on the capital which he has 
invested in the business. Inoluding both of these, proprietor's net 
earnings as peFcentages of mnual receipts varied between 10.5 and 12.5 
per cent of sales for four size-of-business categories 'OL rented 
stores for which figures are shown in the tables, the ratios for the 
smaller stores bcin slightly higher than those for the larger establish-
ments. 

Actual dollor figures for net earnings per store were naturally 
higher for large than for small establishments. Net  earnings for 
businesses in rented premises ranged from 12,004 per store for stores 
with annual sales of from $10,000 to 120,000 to .3,234 per store for 
firms having an annual turnover of $50,000 or more in the year wider 
review. 

Operating T-esu1ts of Continuing 3tores in 1941 and 1944 Coipured 

The 258 drug stores which reported fiares on their operating 
results for 1944 included 156 stores which also gave corresponding infor-
mation for 1941. These were classified by size of business for Table 
2 according, to the sales they nude in 1941 and thus entirely independent 
of their dollar,  volumes in 1944. In view of the more limited number 
of firms reporting for the earlier period it was nccessaryto reduce 
the number of size categories for which'fiires are given from the five 
shvn in Table 1 to the three which appear in the second table. In one 
of these - that of owned drug stores with 1941 sales of 450,000 or 
over - only three reports were included and hence no averages were shown 
for this classification. Nevertheless the comparative averages for the 
remaining 153 drug stores reporting for both years do provide some basis 
for measuring the trends in operating results over the three-year period. 

Included in the 153 stores ving fifres for both years were 
40 estublishineuts in rented promises having dollar volumes in 1941 of 
less than 1 0,000. The sales for these outlets were 62 per cent higher 
in 1944 than in the earlier period. The corresponding increases for 
63 rented ztores with 1941 sales running between $20,000 and $50,000 was 
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35 per cent ahile a ..1in of 41 per cent was reisterod by the 1f stores 
in the larcest size of bus1ne. The suiiplcs for cstub1ishr:ents in 
owned prcLises were considerably snaflor, but the 21 outlets in the 
sniallest size of business experienced an ox'ansion of about 60 per 
cent and the 11 units in the 120,000 to b0,000 size an increase of 29 
per cent. In total, the sales of all 121 rented dru stores averaed 
about 41 per cent hiher and the 153 owned and rented ones also Opined 
by the saiie percente. These conpore reasonably adl vith the ir:crcasc 
of about 37 per eent recorded by the Bureau's monthly indexes of rctuil 
sales durina the swe period which is b.aed on a i;,nch luror suip1e of 
contiruin druL:  stores. 

'xoss profit ratios nvoru;ed lower in 1944 

Was trudV7 profits us yerceritu;es of sales were lower in 
1944 than in 1941 Cor all five of the size and occupancy classes for 
.hich separate fiures are shown in the tahies. In the case of roted 
stores, r'ross tradinC profit declined fron 29.0 per cent to 26.4 per 
cent for the group of 40 stores havinc' annual sales in 1941 of less than 
20,000; from 26.9 per cent to 25.5 per cent for the internediate size 

class, and from 29.1 per cent to 23.1 per cent for the 1arer stores 
with 1941 sales of 50,000 or over. These reductions in cross trading 
profit hetv.'eer. 1941 and 1944 were comi on to nany retail trades and 
represent a narrowin7 of the spread between the laid down cost and the 
sellinn price of the rerchandise sold. 

Lowen operatin( expenses as percentes 01 sales were Cencral 
for both rented and owned stores and for all size clesses for each of 
the Ave expense itepis for which fiurcs are shown. 2uotini only the 
fir:uros for the 65 rented storas tith annual 5a1e3 of from 020,000 to 
50,000 the salary and wne cost declined from .3 per cent to 7.0 per 

cent of sales; rentals froi -. : .2 per cent to 2.5 per cent; udvertisin 
expenditures ['rOLL 0.5 to 0.4; depreciation from 0.7 to 0.5, while other 
operVK7 expenses fell off fron 4.2 per cent to 3.7 per cent. Total 
cxI.enves for this class were reduced from 16.9 per cent to 14.1 per 
Cent. 

:et earnin(3porcenta -cs hiher in 1944 

a consequence of the riore pronounced decrease in operutin 
expenses than in roan marins, net carnins as pei'centwes of sales 
r.ovccl upward between 1941 and 1944. Increases in net eurnin;s were 
eneru1 for both owned and rented stores and for all three size-of-

business classes. In the case of rented stores having sales of less 
thun qL0,000 net earnin1i;s increased from 11.2 per cent of sales to 
1:3.2 per cent, from 10.0 to 11.4 for rented stores in the intermediate 
groupinlr', and fro:. 9.3 to 12.1 per cent of sales for such stores in the 
lurr-est size of business. 

The hipher net earnins ratio, when taken toet1ier sith the 
substantial increase in dollar vo1ue of business, combined to effect 
a marked increase in net esrninr,s when expressed in doll3r fiiures. 
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Not cirninrs per store in rented pretiise3 incre3sed from 4,466 to Q2,814 
for ntores with cnnui1 si1e of 1es than 	O,OOO in 141; they in- 
orewcd from 13,417 to $5,921 per store for the interlLediate aize category 
and from Q,779 to $10,536 for the qroup of 18 1urer stores each havin 
sales of 150,000 or tore in the er1ier year. Increases of a similar 
mtanitude were also recorded for stsrcs in ov:ned pre1ises. 
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Table l.ug 1torcs - Operatin( Results for Stores Classified 
•iccording to 1944 Sales Size and Occupancy Basis, Canada, 1944. 

iL:om:T CF 1'u;!TUAT., sALis 
Item 	Less then lO,OOj $10,000 to 49,999 - 

Owned [ Rented j 	Owned 	I -  1ented 

GERAL I1FOfl!ATI0N 

1. number of 5tores Reporting 8 11 38 
2.Total3ales 	...................... $50,637 $152,244 606,954 

Average 3alcs Per Store ........... 6,330 13,840 15,972 
Total Inventory Reported, SPAIJILE 

eginxLing of Year 19,704 32,234 147,849 
End 	of Year 	.................. 20,875 TOO 34,536 157,056 
Average for Year............... 20,290 33,385 152,453 

Average Inventory Per Store, 
.. 

ALL 
2,609 3,140 4,133 End of Year.................... 
8,332 114,792 453,395 Cost of goods Sold 	............ 

Jtoch Thrnover (times per year) .. 1.9 - 3.4 3.0 

PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 

cross Trading Profit ............. .24.3 24.6 F 25.3  
Cperating Expenses: 

11. 	Employees' Salaries and Iages 
12 • 	Rent ......................... 

Advertising ................. 1 

Depreciation . ................ 
Other Operating Expenses ....... 

Total Operating Expenses ........ 

1.9 1.6 4.0 
- SPtJTLE - 2.7 

0.1 0.2 0.4 
1.5 TOO 0.6 0.8 
6.9 4.7 4.9 

S1ALL 
-10.4  7.1 12.8 

Proprietor's Net Earnings Before 
Ircorie Taxes nnd Jithdrawcla 

Average Proprietor's Net Earn-
ings Per Store ............ 

17.5 	12.5 

- 	$7,028 	$26,609 1  $76,161 
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Table 1.--Drug Stores - Operating Results for Stores Classified 
According to 1944 Sales Size and Occupancy Basis, Canada, l9447oit.) 

GENERAL INFORMATION 

13 42 13 73 7 47  
$1,056,450 $479,631 $2,892,971 $534,28 $3,367318  

36,895 39,630 76,328 71,45  

63,292 207,773 89,883 495,646 88,142 514,748  
68,229 215,626 101,188 518,351 88,896 539,209  
65,761 211,699 95,536 506,998 88,519 526,979  

5,248 5,134 7,784 7,101 12,699 11,473  
245,623 777,547 343,895 2,195,75 382,023 2,461,509  

3.7 3.7 3.6 4.3 4.3 4.7  

PROFIT AND LOSS DATA 
(TtAmz Vxnressad As Parnantawns of Ralpm)  

23.1 1 	26.4 28.3 J 24.1 28.5 26.9j 

4.6 6.1 6.5 6.4 8.6 8.5 
- 2.7 - 2.4 - 2.2 

0.3 0.4 0 0  7 0.4 0.8 6.7 
0.8 0.7 0.8 0.6 1.1 0.4 
4.9 4.0 4.7 3.8 5.6 3.6 

10.6 13.9 12.7 13.6 - 	 16.1 15.4 

I 	
-- 	

- -[ 

	

12.5 1 	15.6 - 	-- 10.5 	12.4 	11.5 

 

 
 
 
 
 

 

 

$39,838 	132,750 	$74,829. 	$30,179 	65,885 	$386,993 
	

18. 
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Table 2,--Drug Stores - Operating Results for Stores Classified 
According to 1941 Siles Size and Occupancy Basis, Canada, 1941 and 1944 

GENERAL INFORMATION 

Number of Stores Reporting ...... 21 40 21 40 
Total 	Sales 	......................232,lO7 $524,167 $370,493 $850,375 
Average Sales Per Store 11,053 13,104 17,643 21,259 
Total Inventory Reported, 

69,172 166,110 82,816 177,576 Beginning of Year 	......... 
73,960 171,766 92,26b 187,036 End of Year 	................. 

Average for Year 	...............71,566 168,938 87,571 182,306 
Average Inventory Per Store, 

End 	of Year 	................... 3,522 4,294 4.,39Z 4,676 
174,777 372,159 279,72 625,876 Cost of Goods 	Sold 	................ 

Stock Turnover (times por year) 2.4 2.2 3.2 3.4 

PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 

Gross Trading Profit ............ . I 	24.7 T 	29.0 L_24.5 	26.4 

Operating Expenses 
11, 	Employees' Salaries and Wages 

Rent 
Advertising ....................  
Depreciation ......... ........ 
Other Operating Expenses 

16, Total Operating Expenses ........ 

17. Proprietor's Net Earnings flefore 
Income Taxes and Withdrawals 

5.5 6,1 4.2 1 5.3 
- 4.6 - 2.7 
.2 .' .3 .6 
.8 .7 .6 .6 

5.2 5.7 4.9 4.0 

11.7 1 	17.8 10.0 13.2 

I 	13.01 	11.2 	14.5 1 	13.2 

18. Average Proprietor's Net Earn- 
ings Per Store ................. 	1,440 	$1,466 	$2,562 	$2,814 
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Table 2.--Drug Stores - Operating Results for Stores Classified 
According to 141 Sales Size and Occupancy Basis, Canada, 1941 and 1944 (Cont.) 

10. 

Li. 
 
 
 
 

 

 

 

GENERAL INFORMAT ION 

11 63 11 63 18 18  
291,172 $2,021,745 $376,295 $2,729,508 $1,118,764 $1,571,681  
26,470 32,091 34,209 43,326 62,154 87,316  

SAL! PLE SAMPLE 
69,757 411,539 72,134 459,145 241,855 268,749  
72,139 455,178 72,684 479,143 TOO 250,787 TOO 280,821  
70,948 433,359 72,409 469,144 246,321 274,785  

SMALL 1.1ALL 
6,5E8 7,225 6,608 7,605 13,933 15,601  

211,391 1,477,896 278,835 2,033,483 793,204 1,130,039  
3.0 3.4 3.9 4.3 3,2 4.1  

PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 

7.6 	8.3 6,1 7.0 10.1 8,7 
- 	 3.2 - 2,5 SAMPLE 3.1 SAMPLE 2.4 
.3 	.5 .8 .4 1.0 .9 

1.1 	.7 .9 .5 TOO .6 TOO .3 
5.7 	4.2 4.8 3,7 5.0 3.7 

S MALL SMALL  
15.2 	16.91 12.6 14.1  19,8  16.0 

12.2 - 10.0J 	13.3 	11.4 	9,3 	12.1 

$3,236 - $3,217 	$4,547 1 	$4,921 	$5,779 	$10,536 
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PART I'? - 1fl!IiERYJT0BES 

Trends by 3ize of Business, 1944 

.Tewellery stores are engaged chiefly in the sale of jewellery, si1er-
ware, clocks and watches. They ;ilso carry such additional lines as optical goods, 
leather goods, chinaware, its and novelties. Feccipts from repair work may, 
and usually does, constitute an important source of revenue. 

These stores are nevertheless specialized to a high degree in handling 
clocks, watches, silverware, and jewellery. Indeed the foregoing items conprised 
73.5 per cent of the total trade of joweflery stores analyzing their sales by 
classes of commodities in the 1941 Census of ILerehandising. This total in turn was 
made up of clocks at 2.2 and watches at 16.6 per cent of total sales, of plated and 
sterlin -  silverware at 9.9 and 5.7 per cent, and of all other jewellery at 39.1 
per cent of total sales. China, glassware and crockery foied 7.2 per cent, 
lurgagc and leather moods 4.0 per cent, optical goods, 94  per cent, toilet urticles 
and preparations 0.3 per cent and miscellaneous merchandise 6.8 per cent of total 
sales. Receipts from repairs and services also made a significant contribution 
which aiounted to an average figure of 5.8 per cent of the total trade in 1941. 

A total of 137 usable schedules giving figures on their results for 
1944 were received from unincorr;oroted jewellery stores co-operating in the recent 
survey. These were sorted into five sizes of business for stores with sales 
ranging from less thanl0,000 to thbe having annual volumes of $50,000 and over 
in the year under review. The groupings were then separated as between stores in 
owned and in rented premises to produce ten sales and occupancy categories for 
which figures were compiled. In each of the four larger sizes of owned stores, how-
ever, the reports nurbered less than 6 and no figures were presented for them in 
Table 1. Overall, a total of 123 reports were used in the compilations, 117 of 
which were distributed fairly evenly over the five sizes of rented stores while the 
6 remaining, represented owned establishments with sales of less than 110,000. The 
first section of this summary, therefore, deals almost entirely with the experiences 
of the five groupings of rented stores. 

Stock turnover averaged between 1.4 and 2.5 times 

Turning now to the statistics presented in Table 1, it wjll be noted that 
inventory turnover ranged between a low of 1.4 and a high of 2.5 times in 1944. 
These averages moreover were higher for the larger sizes of jewellery stores, the 
ratios moving up from the low of 1.4 times in the smallest to 2.5 times in each of 
the two largest sizesof business. The upward movement resulted naturally from the 
fact that even the smallest jewellery stores required a comparatively balanced line 
of goods for effective retailing. Once estab1ihed, the inventories with only 
moderate expansions were able to support relatively larger Epins in sales volumes. 
The rates of inventory turnover of the reporting jewollery stores, moreover, were 
among the lowest experienced by the different kinds of stores in the year under 
review. This ranking, of course, reflects the combined influences of several 
distinguishing factors upon the inventory positions and sales possibilities of 
jewellery stores, among which Can be noted the low level of repeat consumer demand, 
the comparatively high unit values of the items handled and the relatively wide 
ranges of merchandise the stores must carry to enable their stocks to meet the 
varying preferences of their customers. 
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These factors are clearly apparent in the rather heavy investments of 
capital in merchandise inventories. Even the rented jewellery stores with sales of 
less than 810,000 had on average inventory of $2,732 per store at the end of 1944. 
For t 	hirger sizes of business the average ending inventories were much higher, 
amounting to 5,484 per store in the :10,000 to 20,000 store size and to 8 1 174, 9,226 and 22,247 per store in the 2O,OOO to 30,000, the 30,000 to 50,000 and 
the 50,000 and over sales groupings. 

Chan'es in stock positions between the beginning and end of 1944 may be 
appraised from the total inventories shown at those times in Table 1. Only in the 
anallest size of rented stores was an increase experienced and this amounted in fact 
to about 12 per cent over beginning figures. Inventories were almost maintained by 
stores with sales runnin between $O,OOO to 30,000 but in the $10,000 to t2O,OOO, 
the 030,000 to 50,000 and the 50,000 and over store sizes declines were recorded 
which averaged about 5, 7 and 9 per cent, respectively. The impact to wartime 
scarcities and the inability to secure satisfactory substitute lines apparently was 
most keenly felt by the two largest sizes of jewellery outlets, for the contractions 
in their inventories were greater than those of the intermediate sizes of establishments. 
In suirimary, the total ending inventorioo of all reporting stores decreased by 6 per 
cent from their opening valuations. 

ross profit ratios averaged between 37.6 and 46.8 per cent 

Average rates of gross trading profits for the five sizes of rented 
stores varied between 37.6 and 46.8 per cent of sales in 1944. By size of business, 
the smallest and the largest stores recorded the highest ratios which amounted 
respectively to 46.8 and 42.8 per cent of annual dollar volumes. The high ratio for 
the smallest outlets probably resulted in part at least from the fact that many of 
these.stablishments derived a considerable proportion of their total sales in the 
form of roceints from repairs and services which, consisting mainly of payroll 
expens, had no counterpart in cost of goods sold. Such receipts, however, were 
probably somewhat less important for the larger stores concentrating to a greater 
extent on the retail asrects of their business, and hence cross profits in the three 
intermediate sizes of business averaged out at the lower figures of 30.2, 39.2 and 
37.6 per cent of sales. The secondary high of 42.8 per cent recorded by the largest 
jewellery stores, of course, could have been caused by the presence of some outlets 
obtiining rather high proportions of thcir annual sales from service receipts. It 
is more likely, however, that these establishments whose sales averaged slightly over 
:3100,000 per store were handlinl!larger proportions of the more specialty types of 
merchandise which presumably carried somewhat higher mark UPS than the more staple 
items which the smaller establishments handled. 

Payroll percentages higher for the larger stores 

Turning now to the operating expense ratios, the five averagea 
for employees' salaries and wages ranged between 3.9 and 12.3 rer cent of sales in 
1944. By size of business the bigger jewelicry outlets had thenigher payroll ratios, 
the averages rising from 3.9 per cent in the smallest to 6.3, 8.9, 8.4 and 12.3 per 
cent of sales in the four progressively larger sizes of stores. This trend was 
probably due principally to the decreasing share of the work which the proprietors 
of the larger stores performed. In some degree, too, it may have reflected the fact 
that certain additional help was required by the bigger stores to handle the greater 
administrative and other indirect activities involved in their operation. 

Rent, unlike salaries and wages, is a fixed dollar expense once the 
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leoae has been ne.otiated. This presents the retailer with the opportunity to 
reduce its r.Tcitht by spreadinC the costs over 1arier volumes of snle. 1uch a 
proces- in a sense is illustrated in the rentals percentages for jowellery stores 
which decline4 from an average of 4,9 per cent of sales for stores with dollar volumes 
of less than 10,000 to 4.2, 3.4, 2,7 and 2.P per coat in tho respectively larger 
sizes of establishments. 

Advertisinj exenses Qor the five groupings of rented stores varied 
between a low of 0.5 and a.high of 1.7 per cent of sales in 1944. By size of business, 
however, the trend was quite irregular. This is indicated by the fact that the ratio 	do 

rose from 0.5 per cent in the less than .,,;10,000 sales size to 1.1 per cent in the 
10,000 to 120,000 grouping from which it receded to 0.9 and ON per cent in the 
20,300 to 30,000 and the 130,000 to $50,000 store sizes to jump finally to 1.7 

per cent of sales for stores with dollar volumes of 	0,000 or more. These irregu- 
larities, however, would have averaged themselves out into trogressive1y higher 
ratios for the larger sizes of business if the stores had been classified into three 
groupin.s of establishments nith sales of less than $20,000, between $20,000 and 

0,000 and for outlets with sales of $50,000 or over. 

Depreciation and other expense ratios lower for larger stores 

Dopreciatiol: a1lowaices as percentages of sales with but one exception 
decreased as the stores becar.ie 1;-rger. Thus beginning with a ratio of 0.9 per cent 
in the spollust size of business the average moved upward to 1.2 per cent in the 
10,000 to .20,000 sales grouping from which it receded to 00, 0.6 and 0.5 per 
cent of sales in the three larger sizes of stores. This declining tendency resulted 
from the fact that the smaller stores reQuired certain riinimuii equipment for 
efficient retailing and that their requirements for such did not expand directly with 
increases in their sales volumes. 

Other operatin- expenses include such costs as supplies, communications, 
taxes other than income taxes, insurance, 1iht, heat and power, repairs, bad debt 
losses, interest on borrowed money and sundry expenses. Jomc of these were commonly 
experienced and hence were probably included quite uniformly in the figures reported, 
while others may net have been so generally encountered nor so consistently included 
in the dollar totals for other operain expenses. Nevertheless, tne percentages 
for these costs were consistently lower for the l::jrger rented jewellery stores in 
1944 1  the averages dropping steadily from 3,0 per cent of sales in the smallest to 
5.0 per cent in the largest size of business. This is probably a reflection of the 
presence in other operatin; expenses of sizable amounts of fixed costs which in per-
ceriLoga form become smaller as salcu expand. 

Sururiarizing the trends in the expense categories jumt described, total 
operating expenses for the five classes of rented stores varied from a low of 19.2 
to a high of 22.5 per cent of sales in 1944. By size of business the larger jewellery 
stores gererully had the higher total expense ratios, their higher payroll percentages 
being more than sufficient to offset the lower ratios they recorded for rentals, 
depreciation, and other operating expenses. The lowest uvexa 'e for total expenses 
of 13.2 pCI cent occurred in the grouping of rented stores having sales of less than 
20,000 in the yer under review. From this point the ratio rose to 20.6 and 21.5 
per cent in the two iswediately larer store sizes, dropped against tie trend to ON 
per cent in the 430,000 to 050,000 sales size :md finally rose to 22.3 per cent for 
jewellery stores v; ith so los of 050,000 or over, 
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:tver.ic net c:inuxIs uvc Y w,d bet;eo:t 17.7 Ufld 27.6 par Cent 

?r ii€ tor's net curnin•s before incoto taxes and withdrawals cin be 
rnuic1creci to include t.o components, one repr030rltin3 c. reward for his persoriul 
services, the other a net profit return on the Capital he had invested in the 
ausincas. Expressed in ratio forn, the total net returns for the five sizes of 

ted stores averaged between 27.6 and 17.7 per cent of sales in 1944. By size 
or l)USiflesO, the ratios declined from the hih of 27.6 per cent in the less than 

• 	.IO,000 to 1.6 and 17.7 per cer.t in the two immediately 1urer sizes of stores. 
'rom that poit moderate increases tooh place with the uveraies ricing to 18.2 
and 20,5 per cent in the two 1rest sales groupings. These chunies, of courso, 
represent the net results of variations in the cross profit and total expense 
perentaies which have been discussed previously. 

In terms of dollar fi:ures, however, avcrai:e proprietor's net earnings 
per store recorded consistent increases from the smallest to the largest sizes 
of business. The prorression started at an average of 01,813 per store in the 
less than 010,000 sales grouping and moved sharply upward to averages of 12,697, 
4,369, .7,070 and $20,571 per outlet for the larger sizes of stores. A particularly 

sharp exiuusion, it will be noted, occurred between the $30,000 to 50,000 and 
the 4,50,000 and over classifications. This was due partly to the rise in the 
rate of net earnings but more inj.ortantly to the major expansion in the sizes of 
stores beinc. compared, the avcrge sales for these two groupincs amounting to 
$30,P74 and 1100,049 per outlet in 1944. 

operatinC Results of Continuing Jtores in 1941 and 1044 Coipured 

Out of the 137 usable sc]tedulou Zivinr operating, results for 1944 
there were only 101 which also submitted ii(treu for 1941. These were classified 
by size of business for Table 2 exclusively by the sales they reported for 1941 
and thus entirely independent of their dollar volumes in 1944. Because of the 
limited number of reports available for both yeirs it was necessary to reduce 
the number of sales-size categories from the five in Table 1 to the three enlarged 
ones for Table i. In one of these - that of owned stores with 1941 sales of 
00,000 and over - only two reports were included and therefore no uveroes have 
been presented. Only 6 and 7 schedules appeared in the other two sizes of owned 
eutJ1i}u'ients and these statistics should be used with caution. The samples, 
however, are somewhat larger for the three .roupings of rented stores and the 
trends in the operating results of these outlets will be discussed in the following 
paragraphs. 

i'lcs increased bl per ccitt over 1941 

i:;:w L the sales totals shown for rented stores indicates that 
the inpartinj stares experienced substantial gains in sales during the wartime 
cniod. These increases amounted in fact to 46 per cent over 1941 levels for 
ented stores with sales of less than 120,000, to 26 per cent for the interiediute 

group and to 32 per cent for jewellery outlets having dollax' volumes of $50,000 
or more in 1941. Overall the expura;iw in business in the three sizes of business 
amounted to about 31 per cent. 

In the light of these -ins in dollar volume, it is not surprising to 
rind the rates of stock turnover averugin: somewhat higher in 1944. In 1341, 
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the average Tates of stock turnover for the three sizes of xinted stores inounted 
to 1.5, 1.7 and 2.0 tirtes against correspondinF ratios of 10, 2 .2 and 2.6 times 
in the later year. This upward shift for the two 1arer sizes of stores was 
also caused by declines in inventories, total stocks at the end of 1944 in the 
20,000 to $50,000 sales size dropping by 13 per cent and in the $50,000 and over 

grouping by 16 per cent from the valuations reported at the close of 1941. In 
the sm1lest size of business an increase of about 18 per cent was recorded but 
this was not sufficient to offset the other decreases and total inventories for 
all rented stores were lowor by 11 per cent at the end of the later j.eriod. In 
summary, the three average inventory figures stood at 14,092, $11,831, and 
.8,177 per store at the end of 1941 and at QQ4,010, $10,251, and 123,791 per 
store at the close of 1944. 

3ross profit ratios somewhat higher in 104 

Xvernce rates or gross profits recorded by the rerted jewcllery 
establishments increased somewhat in the roriod under revierJ. During 1941 the 
ratios for the three sizes of business anounted to 41.6, 33.0 and 39.0 per cent 
of total sales ;:hich compare with averaec of 42.8, 39.3 and 42.5 per cent of the 
dollar volumes in 1944. These Epins may have resulted in part from shifts in 
consumer buying to various items of merchandise carrying higher mark ups. A 
more important reason, probably, lies in the fact that ztiiriulatcd by various war-
time conditions receipts from repairs and services foimed higher percentages of 
the sales of the reporting jewellery stores in 1944 than in 1941. 

Totnl expenac percentages were lower in 1944 

Reflectia reductions in most of the rutic's for the five classifications 
of operating expenses, the three percentaca for total expensea :ere lower in 
1344 than in 1341. During the earlier year, the averages for rented stores formed 
23.2, 22.8 and 25.e per cent of total sales against corresponding ratios of 20.8, 
21.1 and 21.9 per cent in the later period. 

Among the individual expense categories, employees' salaries and wages 
in ratio form remained practically unchar.ged between the two years, aiaounting to 
7.3, 9.5 and 12.8 per cent of sales in 1341 and to 7.2, 9.8 and 12.1 per cent of 
sales in the corresponding size gxupings of rented outlets in 1944. This 
stability,of course, means that the considorable cxpanions in sales were reflected 
in almost similar gains in dollar payroll costs, a situation which in turn suggests 
that some additions had been made to store stuffs durinn the wartime period. 

Rental costs, on the other hand, are fixed dollar expenses and formed 
lower percentages of sales in the later period. In response to increases in 
dollar volumes, these averages declined from 6.0, 4.0 and 3.2 per cent in 1341 to 
4.1, 3.3 and .2.5 per cent in 1344. 

Dollar allowances for depreciation, ho'xcvcr, are somewhat less fixed 
in nature. Thus, while the original value of the fixed store assets may remain 
comparativQ7 unehaned, the depreciation allowances rest upon estimates for wear 
and tear, Obsolescence, etc., v:hich may vary between stores and also from one time 
to another. rcverthcless, the depreciation allowances were all slightly lower as 
percentages of sales in 1344, the ratios for rented stores dropping from 1.0, 0.8 
and 0.6 per cent in 1341 to 0.7, 0.7 and 0.5 per cent in the later period. These 
declines, however, were relatively somewhat smaller than the gains in sales and 
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all 
hence average dollar appropriations for this cost were/slightly higher in the 
more recent year. As between stores in owned and in rented premises, the former 
classes of outlets naturally had the higher rates of depreciation in the two 
years under review. 

advertising costs OS percentages of soles were practically unchanged 
in the two smaller sizes of business but the r8tio for the largest stores was 
lower in 1944. In 1941, the three averages for rented jewellery stores amounted 
to 0.7, 1.4 and 2.3 per cent against ratios of 0.8, 1.3 and 1.6 per cent of sales 
in 1944. In all but the largest size of business, the decreases were proportionately 
smaller than the increases in sales and consequently average publicity costs 
in dollars were greater in the more recent period. Other operating expenses in 
ratio form likewise followed the same trend and were lower in 1944, the averages 
dropping from 8.2, 7.1 and 6.9 per cent of sales in the earlier to 8.0, 6.0 and 
5.2 per cent in the later year. 

Net earnings percentages averaged higher in 1944 

Reflecting the fact that the ratios for gross profits were higher and 
those for total expenses were lower, the proprietors of the reporting jewellery 
stores received in 1944 much larger shares of the sales dollar in the forrt of net 
earnings. Thus forriing 18.4, 16.2 and 13.2 per cent of the sales of rented stores 
in 1941, proprietor's net earnings before income taxes and withdrawals rose to 
the higher levels of 22.0, 18.2 and 20.6 per cent of total receipts in the more 
recent period. Aided partly by these gains and partly by the substantial in-
creases in sales volumes, actual net earnings per rented establishment were much 
higher in 1944, the averages rising from $1,882, $5,123 and $11,234 in 1941 to 
3,296, $7,223 and $23,210 per outlet in the later year. 

g 
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Table l.--Jewelloy Stores 	Operating Results for Stores Classified 
Accordin to 1944 Sales size and Occupancy Basis, Canada, 1944 

GENERAL INF0RLTI C? 

1. Number of 3tores Reporting 6 25 21 
3P,652 164,330 $304,793 

.verage Jabs Per 3tore 	..........6,442 6,573 14,514 
Total Inventory Reported, 

Beginning of Year . ..... * 12,386 61,037  11,07 1  
End of Year 	........, ............ 11,808 68,294 TOO 115 0 173 

2. 	Total 	Sales 	.................. 

1,142 64,666 117,122 
average Inventory Per Jtore, SMALL 
Average for Yeai' ................ 

EndofYear.. 	....  ........ 1,983 2,732 5,484 
Cost 	of 	Goods Sold 	.............. 22,186 87,424 185,314 

9, Stock Turnover (times per year) 1.6 1.4  1.6 

PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 

10. Gross Trading Profit ..............42.6 
[ 	

46.8 I 	1 	39.2 

Operating Expenses: 
Employees' Salaries and Vages 
Rent . ......................... 

,dvertising.. .................. 
Depreciation ................... 
Other Operating Expenses 

Total Operatin Expenses 

Proprietor's Net Earnings Before 
Income Taxes and ;ithdrawals 

6.9 3.9 6.3 
- 4.9 SAMPLE 4.2 

0.4 0.5 1.1 
1,4 0.9 TOO 1.2 
8.2 9.0 7.8 

SF'IL 
16.9 19.2  20.6 

25.7 	27.6 	18.6 

18. Average Proprietor's Net Earn- 
ings Per Store ..................1,654 	1,813 	4~2 ,697 



Table 1.--Yewellery 3tores - Operating Re3ult3 for Stores Classified 
Accordin(,,  to 1)44 Sules Size and Occupancy Basis, Cunidu, 1)44 (Con) 

AL:OUNT OF £71T,1 SALES 
20,000 to 	J,999 	.30,000 to 19,999 	yDU,L)UU anu uver 

Owned - 	cr.ted 	Owned [ 	Rented 
	

Owned I Rented 

ETERM IfloT:.LTIc: 

18 26 2? 
.443,569 :1,010,711 2,701,333 
24,643 38,074 100,049 

su 
147,902 238,657 659,316 

TOO 147,134 TOO 239,877 Too 600,678 
147,518 249,267 629,997 

SMAlL SMALL SMALL 
8,174 9,226 22,247 

269,690 630,684 1,545,162 
1.8  2,5  2.5 

PROFIT AND LOSS DATA 
(Items Expressed ,\s Fercentages of Sales) 

39.2 	:7.6 t 	1 	42.8 1 10. 

8.9 8,4 12.3 
SAMPlE 3.4 SAMPLE 2,7 SAMPLE 2.8 

0.9 0.8 1.7 
TOO 0.7 TOO 0.6 TOO 0.5 

7.6 6.9 5.0 
SMALL SMALL SMAlL 

21.5  19.4  22.3 

17.7  18.2  20.5 

C 	

4,369 	-- 	7,078 	- 2O,571 	18. 
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Table 2.--Jewellery Jtors - OperatinC Results for 3tores Classified 

	

Accordi 	to 1941 Jules .3ize and Occupancy Bosi,_C:rnadu, 1341 and 1944 

JC1fl7 CF nu;t 3ALE3 
Le.3s than 2O,00O  

	

Item 	 1T11944________ 
Cwned 	I Reflted d r I1eflted  

GE]ERAL IFFORMATION,  

1. Yurr.ber of Stores fleportin 6 30 6 30 
54,604 307,432 02,640 449,808 

3. 	'verage Sales Per 3tore 	........... 9,101 10 1 248 13,773 14,994 
Total Inventory Heported, 

27,796 119,257 24,888 135,200 
5. 	End 	of Year 	..................... 50,384 122,749 21,969 144,314 

	

2. 	Total 	3ales 	....................... 

	

4. 	Beiiming of Year 	.............. 

23,090 121,003 23,429 130,801 
Averarc inventory Per Store, 

6. 	Averaq,o for Year 	................ 

5,064 4,092 3,662 4,010 End 	of Year 	..................... 
Cost of Goods Sold 	.............. 35,274 179,540 49,171 257,290 
:tock Turnover (times per year) 1.2 1.5 2.1 - 1.9 

PROFIT D LOGS i1TA 
Items Expressed ;s Percentages of Sales 

Gross Trading 2rofit ................i.4 	1 	41.6 I_40.5 I 

OperatinL Expenses: 
Employees' Salaries and .Iages 
Rent . . ......................... 
Advertisiri .................... 
Depreciation . . . ....... . ....... 
Other Operating Expenses ..... 

Total Operating Expenses ......... 

Proprietor's Net Earnings Before 
Income Taxes and .Jithdruwals 

3.8 7.3 5.4 7.2 
- 6.0 - 4.1 

0.8 0 1 7 0.6 0.8 
2.5 1.0 1.9 0.7 
'9.5 8.2 8.4 8.0 

16.6 23.2 16.3 20.2 - 

18.8 	18.4 1 _24.2 1 _22.0 
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Table 2.--Jewellery Stores - Operatinr Results for Stores Classified 
.eeordin8 to 1941 Sales 3ize and Occupancy Basis, Canada, 1941 and 1944 (Cont.) 

 
 
 
 
 

 

 

 

GENERAL INFOIMTI0N 

7 36 7 36 20 20  
239,659 1,137,128 4302,619 1,432,196 1,701,204 42,248,555  
34,237 31,587 43,231 39,783 85,060 112,428  

SAMPLE 
111,344 371,779 88,560 421,617 497,568 522,049  
121,114 425,911 77 0 850 369,021 TOO 563,533 TOO 4?,817  
116,229 398,845 83,205 395,319 530,551 498,933  

SMALL SMALL 
17,302 11,831 11,121 10,251 28,1?7 23,791  

144,275 693,648 174,914 869,343 1,037,734 1,292,919 P. 
1.2 1.7 2.1 2.2  2.0  2.6 9. 

PROFIT AND LOSS DATA 
teris Expressed As Percenta8es of Sales) 

39.81 	39.01 	42.2 1 	39.3 1 	39.0 1 	42.51 10. 

13.3 9.5 11.1 9.8 12.8 12.1 
- 4.0 - 3.3  SAMPLE 3.2  SAMPLE 2.5  

0.9 1.4 0.8 1.3 2.3 1.6 
1.2 0.8 0.9 0.7 TOO 0.6 TOO 0,5 
8.0 7.1 5.6 6.0 6.9 5.2 

SMALL SMALL 
- 	 23.4 22.8 18.4 21.1  25.8  21.9 

	

16.4 	16.2 	23.8 	18.2 	13.2 	20.6 

4 	 1 

	

5,639 	$5,1231 10,284 	$7,223 	 	11,234 	 $23,210 
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PART V - TCBA000 STORES 

Trends by Size of Business, 1944 

Tobacco stores as classified in the 1941 Census of Lerchandising 
consist of outlets specializing in the sale of tobacco, tobacco products and 
smokers' sundries. Included also are establishments specializing in the sale 
of a combination of tobacco, ragazines and newspapers with or without the 
addition of other merchandise, but sales of tobacco must exceed receipts from 
newspapers and magazines. On this basis, about 67 per cent of the total sales 
of tobacco stores analyzing their sales by coLJriodity clisses in the Census 
comprised cigars, cigarettes and tooaccos. Stationery, books and magazines 
made up another ) per cent, candy and confectionery about S per cent, all 
other food products 3 per cent, and miscellaneous merchandise amounted to 16 
per cent of their total trade. 

This survey of onerating, results is based upon usable returns 
received from lF2 co-operating tobacco stores. These 182 returns were first 
classified by sales voluie into five sizes of business for stores with sales 
of less than $10,000, with sales between $10,000 to $20,000, 120,000 to 
$30,000, $30,000 to $50,000 and those with dollar vohunes of $50,000 or over 
in 1944. Such groupings were then divided between stores in owned and in 
rer:ted premises to form ten sales and occupancy classifications. 

At that point it was found that only 4 reports for owned stores 
were included in the 400,000 to $50,000 and rone was available for such out-
lets in the $50,000 and over sa].es size. Statistics have therefore been 
presented in the table for only eight of the ten possible groupings and these 
rest upon We reports. In the three remaining sizes of owned stores the 
sarp1es were quite small and the results for them should be used with caution. 
Because of that fact, this summary will deal riainly with the results obtained 
by the five groupings of rented tobacco stores. 

Stock turnover avero'ed between 10.0 and 16.1 times 

Thrning now to the results of the survey presented in the table it 
will be noted that average rates of stock turnover for the five sizes of 
rented stores varied between a low of 10.0 and a high of 16.1 times in 1944. 
By size of business the three largest sizes of stores had lowei stock turn-
over ratios than the two smallest ones. In this regard, the averages dropped 
from 16.1 and 12.9 times in the less than ::10,000 and the10,000 to ?20,000 
groupings of rented stores to 10.0, 11.3 and 10.2 times in the three larger 
categories of rented ostablishiaents. This relationship - a rather unusual 
one in retail trade - could have resulted frol.L differences between the 
inventory and sales conpositions of the smaller and the larger tobacco stores. 
Thus a number of the outlets in the two smallest sizes of business may have 
been handling more of the fast-selling and staple lines than was true of the 
larger stores; and hence their inventory reijuireraents in relation to sales 
would be smaller than those of the bigger establishments. 

This tentative suggestion finds at least partial support in rather 
lovi inventories per store which the two smallest sizes of rented establishments 
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reported at the end of 1944. In the lose than 10,030 and the l0,000 to 
0,000 sales sizes these stocks overaed 24 and 908 per outlet, from 

wiich they expanded to 	155, $2,EK56 and .5,520 per store in the three larger 
sizes of business. Changes in inventory positions between the beginning and 
end of 144 were mixed as reference to the total inventory fiires shown 
in the table will indicate. In the less than $10,000 sales size total 
ending inventories were down by 6 per cent from opening levels and were 
virtually unchan'ed in the $10,000 to $20,000 grouping of rented stores. An 
increase of 10 per Cent was recorded by the mediuni-sized stores but in the 
two largest sizes the expansions averaged only 4 and 3 per cent for an over-
all 	in of about 5 per cent over beginning levels, 

oss)rofit ratios averaed between 15.2 and 21,0 per cent 

Gross trading profits rerresent the difference between total sales 
and the cost of goods sold durin the year. Expressed as percentages of 
sales the gross profit ratios were somewhat lower for the lurer sizes of 
rented stores in 1944. In the less than 10,000 sales size the average stood 
at 21.0 per cent but from ther it dropped to 17.6, 15.6 and 15.2 per cent 
in the three larger sizes of business to rise finally to 18.6 per cent for 
rented stores with sales of 50,000 and over. 

Among the operating expenses, employees' salaries and wages ranged 
between averages of 1.9 and 4.3 per cent of sales for the five sizes of rented 
tobacco stores. By size of business, the ratios exhibited an irregularly 
risinr trend. The series started at 2.0 per cent in the smallest, dropped 
slightly to 1.9 per cent in the 10,000 to 20,000 sales size, incroased to 
3.5 per cent in the next and then declined and finally expanded to 2.7 and 
4.3 per cent of sales in the two largest sizes of rented stores. These 
irreu1arities, however, would have ironed themselves out into a consistent 
upward pro:ression if the five sales groupings had been combined into three 
for stores v:ith sales of less than 20,000, t2O,OOO to 	0,000 and of 50,000 
and over. such an upward trend for unincorporated stores is a natural one 
in reti1 trade, for as the stores become larger their proprietors personally 
account for smaller shares of the expanding activities and hence must rely 
increasingly on paid employees to perform the extra work. 

Rentals as percentages of sales followed the customary course and 
were smaller for the larger tobacco outlets in 1944, the averages dropping 
from 5.1 per cent in the less thanl0,000 to the low of 2.2 per cent in the 
30,000 to 50,000 size o1 store. In stores with sales of 50,000 and over 

the higher ratio of 3.1 per cent v.as recorded, :iri increase which may reflect 
the tendency for a greater proportion of these 14 stores to be located in 
the larger urban centres. 

Very little in the way of advertising expenditures was reported 
by the co-operiting tobacco stores for 1944. Indeed in the smallest size of 
business the nublicity costs when cxcrcssed as a I.creentage of sales was 
less than 0.1 per cent and therefore :as too small to show. For each of 
the four remainjfl:r Sizes of rented stores the averacs stood at a nominal 
0.1 per cent of total receipts. 

4 
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Depreciation allowances in ratio forn were 3130 on the low side 
for the rented estaLlishrnents ranging overall between 0.5 and 0.2 per cent 
of sales, and amounting in three of the five sales sizes to 0.4 per cent 
of total receipts. Each of the three groupings of tobacco stores in owned 
premises with averages of 1.3, 1.3 and J.9 per cent had higher depreciation 
expense ratios than their rent.ed counterparts, a clear reflection of the 
grester investments of capIt1. they had made in their businesses. 

Other operatin. ,  expenses, a residual category, include such 
operating costs as supp].ieS, coir1rmmicutiOn, taxes other than income taxes, 
Insurance, 2ight, heat and power, repairs, bd debt losses, interest on 
borrowed money and sundry expenses. ;3oric of these were commonly experienced 
and probably were quite uniformly includod, while others may not have bcen 
er.countered so generally nor so conitent1y included ir the totals reported. 
Ieverthe1css, the ratios for other operating expenses were consistently 
lower for the larger sizes of renteu tobacco stores, the averages dropping 
fro.m 3.0 per cent of sales in the 3i.11est to 1.7 per cent in the largest 
size of business. This was probably due to the proper inclusion of certain 
relatively fixed dollar costs in this expense category which naturally form 
smaller percentages of large sales volumes than of small ones. 

Total extense ratios between 7.5 and 10.per cent 

Total operatin expenses for the five groupings of rented tobacco 
stores varied between 7.5 and 10.5 per cent of sales in the year under 
review. By size of business, however, the trend was quite irroilar. In 
rented stores with sales of less than $10,000 these expenses averaged 10.5 
per cent of sales, froii which the ratio declined to 8.3 per cent in the 
10,000 to 6220,000 store size, increased to 9.1 per cent in the next, then 
receded to 7.5 per cent and finally rose to 9.4 per cent for rented stores 
with sales of $50,000 or over. 

Proprietor's net earnings before income taxes and withdrawals can 
be considered as consisting of two components, one representing a reward for 
his clerical services and the other a return on his invotcd capital. In 
ratio form, the average net earnings of the five sizes of rented tobacco 
stores ranged between a high of 10.5 and a low of 6.5 per cent of sales in 
1944. By size of business, however, the averages showed a quite irregular 
trend, dropping from 10.5 per cent in the smallest to 9,3 and 6.5 per cent 

in the 10,000 to 	0,000 and the 	0,000 to 30,000 sales volume groupings, 
and then rising to 7.7 and 9.2 per cent of s1es in the two largest sizes 
of stores. This pattern, it nay be noted, parallels in considerable degree 
the trend in the gross trading profit ratios which declined from the smallest 
to the0,000 to 50,000 sales size and then i:ovcci u t: a :'ury hi hor 
average in the .50,000 and over classification. 

In spite of these irregularities, howevcr, the dollar averages 
f or net earnings per outlet were consistently larger for the bigger rented 
stores. !.ovin from the smallest to the largest sizes of business, these 
averages rose from ,720 per stoic in the less than ,:10,000 sales c1us to 
1,321, çl,606, 2,665 and 6,257 per outlet in the following groupings. 

The sharp increase between the two largest classifications was due, of 
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course, to the major exp3n1on3 in su1ei volume becuuce avcrue 3alea 
jumped from $37,086 per store in the $30,000 to $50,000 cziteory to $67,992 
per outlet In the Q50,000 and over uize of busines$. 

* 
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Tobacco 3tores--Operating Results for Stores Classified 
Accordinr to 1944 Jules Jize and Occupancy Basis, Cunudu, 144 

A!c1I•. L 	: 	L 3iJ 
Item 	Less than 

	

910,00 	lO,000 to 19,9.9 
Owned [ Rented 1 owxeT Rented 

GENERAL fl?ORMJTI0I 

1. rJuirber of Stores Reporting 8 24 14 55 
2. 	Total 	Sales 	....................... $53,444 $164,222 $194,928 $781,855 

6,681 6,3 13,923 14,216 
Total Inventory Reported, 
F3eginning of Year ............... 5,22? 8,300 13,923 49,716 
End 	of 	Year 	................... 5,850 7,782 14,563 49,941 

3. Average Sales Per Store ........... 

6. 	Average for Year 	........ 5,539 8,041 14,243 49,829 
Average Inventory Per Store, 

731 324 1,040 908 End of Year 	.................... 
Cost of Goods Sold ........... ..... 40,350 129,735 155,163 644,249 
Stock 'Iurnover (times per year) 7.3 16.1 10.9 12.9 

PROFIT ND LOSS DATA 
(Items Ex;rocsed As Percentages of Sales) 

rross Trading profit ............. L 	24.5 	21.0 	20.4 	17.6 

Operating Expenses: 
Employees' Salaries and .ages 
Rent ........................... 
Advertising .................... 
L)epreciatlon ................... 
Cther Operating Expenses ....... 

Total Cperatii Expenses ......... 

Proprietor's Net Earnings Before 
Income Taxes and fithdrewa1s ., 

Average Proprietor's Net Earn-
ings Per Store ................. 

(a) Less than .05 per cent. 

4.4 2.0 3.5 1.9 
- 5.1 - 3.1 

(a) (a) (a) 0.1 
1.3 0.4 1.3 0.5 
6.2 3.0 5.7 2.7 

11.9 10.5 10.5 8.3 

	

12.6 	10.5 	9.9 	9.3 

	

842 	720 L13?l 	$1,321 
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Tobacco 3tores--Operatin Results for 3tores Classified 
According to 1944 ia1es Jize and Occupancy Basis, Canada, 1944 Cont.) 

A0U1T OF ;d:: hAL sAlEs 
0,000 to9,)i9 	- 	30,O00 to 43,*39 	50,000 and Over 

Owned I 	Rented  I 	Owned I 	Rented 	Owned I 	Rented 

OFERAL IFOREATION 

9 33 
1 

21 14 1. 
23,397 
24,822 

806,551 
24,441 

$778,808 
37,086 

$951,892 
67,992 

 
 

9,851 64,404 
SALPIE 

57,175 
SALPLE 

 
12,285 
11,068 

1 9 365 
185,420 

16. 8  

71,1 1 0 
67,747 

2 1 155 
680 0 729 

10.0 

TOO 

SMALL 

59,562 
58 9 368 

2 0 836 
660,429 

 11.3 

TOO 

SMALL 

1 

74,713 
77,276 
75,995 

5,520 

774,840 
- 	 10.2 

 
 

 
8, 
9. 

PROFIT ALD LOSS DATA 
Items Expressed As Percentages of Sales) 

17.0 I 	15.6 I 	I 	15.2 
	

18.6 I 10. 

2.2 3.5 2.7 4.3 
- 2.8 1LTIE 2.2 3APLE 3.1 

(a) 0.1 0.1 0.1 
0.9 0.4 TOO 0,4 TOO 0.2 
3.9 2,3 2.1 1.7 

SMALL SMALL 
7.0 9.1  7,5  9,4 

* 	10.0 1 	6.5 	7.7 	- 

2,470 	$1,606 	 	,86b 	6,257 	18. 

(a) Less than .05 per cent. 
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1RT TI - C0L A!J WOOl) DI$TRIBTJTORS 

Trends by Size of Business, 1944 

These firms specialize mainly in handling such fuels as coal, coke, 
fuel oil and wood. Ice, lumber, building materials and supplies may be 
carried as subsidiary lines but their sales must not form more than 50 per cent 
of total dollar volumes. 

Firms classified for this survey as distributors of coal and wood, 
however, generally concentrate to a high degree on the sale of fuels. Indeed 
about 94 per cent of the total sales of such firms analyzing their dollar 
volumes by classes of commodities in the 1941 Censis of Lierchandising consisted 
of heating fuels. Coal and coke were the principal commodities handled, their 
sales forming, 64 per cent of the total. The remaining 10 per cent was made 
up of fuel oil at about 3 per cent and of wood and other fuels at 7 per cent 
of the total trade. The subsidiary lines thus amounting to only 6 per cent 
consisted of building materials at 3 per cent, ice 1 per cent and miscellaneous 
commodities 2 per cent of the sales so analyzed. The percentages just given, 
of course, are overall averages and the sales compositions of individual 
establishments would have varied somewhat from this percentage distribution. 

Operating results affected by wartime conditions 

The fact that coal and coke bulks so heavily in the sales of these 
coal and wood distributors has meant that their operating results were affected 
in considerable degree perhaps by the special wartime conditions prevailing in 
this trade. Coal, of course, was a strategic commodity, the use of which was 
greatly expanded not only by the industrial war effort but by aunented demands 
from increased numbers of consumers in the urban centers. These additional 
needs, moreover, were imposed upon a Canadian supply position normally balanced 
by substantial imports from Great Britain and the United States, both of which 
countries needed enlarged quantities to meet their own requirements. Such 
conditions called for governmental regulations designed to channel the right 
kinds and grades of coal to the essential industrial users, to ensure the 
equitable distribution of the remaining quantities to other consumers, and to 
control prices in the interests of the anti-inflation policies. 

These developments naturally introduced various changes into the 
retail distribution of coal and coke. jts the supply-demand position tightened, 
many coal dealers probably found themselves with reduced allocations and 
frequently selling different kinds and grades of coal - often at prices and 
mark ups varying from those they realized from their more normal lines of fuel. 
Retail prices, although comparatively well maintained by price controls and 
by the payment of subsidies, rose somewhat during the wartime period, the 
Bureau's retail price indexes for coal in 1944 being about 6 per cent above 
the 1941 average. with mark ups fixed on a tonnage basis according to dollar 
spreads realized in the basic period from September 15 to October 11, lMl, 
this meant that the dealerst gross trading profits as percentages of sales 
changed to some extent with changes in the kinds of coal which were carried. 
These rates 91f Profit, rriorver, tended to be reduced to some extent because 
the fixed dc1ar xiiark ups were expressed in fact as percentages of slightly 
higher selling prices. 
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The retail fuel dealers included in this sample may have varied in 
respect to services provided and the physical facilities they employed. Some of 
the distributors, of course, may have carried a number of kinds and grados of 
coal in stock while others may have specialized in stocking and handling 

rticular types. At the other end of the scale, there were probably a number 
of what might be termed 'truckers" who were included in the sample. Such 
dealers usually solicit orders from and make deliveries to customers from rail- 

95 

	

	 way sidings or from wholesalers' yards, practically no stocks therefore being 
carried. Operating in this manner, the principal fixed assets of these distri- 
butors would consist of motor trucks, their requirements for coal yards and 
other physical facilities being greatly reduced by the very nature of their 
activities. The proportions of the different types of retail dealers, moreover, 
would also vary between different cities and sections of the country depending 
upon nearness to producing areas or to large wholesalers, the size and type of 
markets bein served, and upon otIer factors prevailing in the pre-war period. 

The effects of such developments and variatna upon the national averages 
shown in the two tables obviously cannot be determined. Average rates of stock 
turnover, char.ges in inventories from beginning to end-of-year levels and 
average year-end stocks per establishment were pxhably influenced in some of 
the groupings not only by the inclusion of firms which customarily did not 
carry stocks but also by war-caused variations in distributors' inventory 
positions. The gross profit percentages, while being influenced by changes in 
the realized dollar mark ups which resulted from shifts in the kinds and grades 
of coal carried, were also probably affected in some degree at least by the 
inclusion of firnis which, providing more limited services than others, were 
obtaining relatively lower rates of mark up. The expense percentages like-
wise would be affected by variations in services rendered and in equipment 
and fixed assets maintained. The effects of all of these factors, moreover, 
could have been all the more pronounced because of the comparatively 
restricted numbers of individual reports upon which the averages were based. 
Here it would be quite possible for a number of reports reflecting certain 
erratic conditions to congregate in particular classifications and thus throw 
the resulting averages rather widely out of line. The statistics appearing in 
the tables should therefore be treated with caution and be regarded more as 
rough indicators than as accurate national measures of operating experiences. 

Turning now to the results of the recent survey, a total of 150 
unincorporated coal and wood distributors returned usable reports on their 
operating experiences in 1944. Those were first sorted into five sizes of 
busir.oss for establishments having sales of less than $10,000, between $10,000 
and $20,000, 20,000 and .30,000, 30,000 and 50,000, and those with sales 
of 50,000 and over. Each of these was then broken down between businesses 
in owned and in rented preitises to f'm ten sales and occupancy classifications. 

I 

	

	 only 3 reports, however, were received from rehted establishments with sales 
of less than 10,000 in 1944. Averages are therefore presented in Table 1 for 
only nine of the ten categories of coal and wood distributors. In these the 
samples are also quite small for in seven of the nine categories the number 
of reports ranged between 7 and 19. 

Teferring to the statistics presented in T.ble 1, the nine averages 
for rates of stock turnover, which is computed by dividing the cost of goods 
sold by the average of beginning and ending inventories at cost levels, 
varied between a low of 11,0 and a high of 30.6 times in 1944. The latter 
ratio for 14 owned establishments with sales of less than 40,000, however, 
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appears quite out of line, for in the othEr eight groupings the stock turn-
over uvera&:ed between 11.0 and 19.6 Was in the year. The results show 
no definite tendency to vary either directly or inversely with the size 
of business. apparently the effects of restricted supplies resulting 
frequently in hund to mouth buying by the retail trades were sufficiently 
;reut to overshadow the usual effect of annual volume of business upon stock 
turnover rate. 

.wera e inventories per cstab1is1int at the end of 1944 varied 
directly with size and were therefore iuch higher for the larger coal and 
wood distributors. The s:iullest average end in. inventory fii ie amounting 
to .149 per establishment was recorded by the 14 dealers in owned prenises 
with individual sales of less than vOI0,000. Inding inventories nvcraed 
?19 and 676 per unit for owned and rented cstaLlishrnenti .ith . !as between 
10,000 and 120,000, ,2,03B and :;l,297 In the :20,00C to $30,000, and aC,394 and 
ç1 1 8e5 in the 130,000 to 050,000 groupins'jnd stood at the coidci'l, - 
higher ftvels of Q4,FI3 and •:4,571 per establishment for those witi annual 
receipts of 50,000 or over. Total inventies were valued somewhat hier 
at the end of the period than at the beginning, the agregati. figures for 
all owned and rented establishments indicating an i.ncrease of about 18 per cent. 
Here It should be noted that 13P out of the 130 firr.s reDc)rted for the 1944 
calendar year while the others ive' Larch 31, 1945 or later as the end of 
their fiscal periods. 

"iross profits aveI-a:ed between 15.5 and 26.8 yer cent of sales 

Gross trading profits for the nine sales and occupancy clauses of 
coal and wood deulers varied between 15.5 and 26.8 per cent of sales in 1944 
and for the seven intervening groupings between the much narrower range of 
18.1 and 25.5 per cent. According to amount of sales made the ratios showed 
no conclusive tendencies to vary either directly or inversely with size of 
business. For owned establishments the averages increased from 15.5 per cent 
in the smallest to 250 per cent in the $10,000 to $20,000 sales size and 
then dropped to 210, 18.1 and 18.5 per cent in the three larger sizes of 
establishments. 7, high point for dealers in rented premises occurred in 
the 00,000 to 0,20,000 grouping where a ratio of 26.8 per cent was recorded, 
but the three larger sizes had the lower averages of 22.3, 25.5 and 25.0 per 
cent of sales, respectively. 

xnong the individual operating expenses, employees' salaries and 
wages for both owned and rented establishments were generally higher as per-
centages of sales for the larger sizes of business. For distributors in 
owned premises, the upward progression started with the unusually low figure 
of 1.5 per cent in the less than $10,000 size and then moved steadily upward 
to 4.6, 6.0, 6.3 and 6.9 per cent of dollar volumes in the four larger sales 
sizes. The four payroll ratios for rented establishrnts, on the other hand, 
divided themselves into two categories, the averages for those u'ith sales 
between 410,000 to .20,000 and from $20,000 to t.30,000 centering around 7.3 
or 7.4 per cent and for those with 1unes ranging from 30,000 to 50,000 
and 50,000 or over concentrat.irs around 10.3 per cent. This trend was due 
principuU 	the fact that tt proprietors of the larger establishments 
personally ac)unted for srudlcr shares of the enlarged activities and hence 
had to rely to a greater extent on the services of paid enloyees than was 
true of the smaller businesses. 
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Ienta1 expenses in ratio form for the four groupin3 of establishments 
in leased premises generally adhered to the usual pattern and were smaller 
for the larger distributors. The highest average of 1.7 per cent of sales 
was therefore recorded by dealers with sales between 10,000 and i2O,OOO, 
from which point the ratios declined to 0.8, 1.1 and 0.5 per cent of sales 
in the three 1rer sizes of outlets. 

,•.dvert ii nr exrenaej Es T1rce:te;  of wNA3 were low in all of 
the nine sales and oCcupar.cy groupings of establishments. indeed, tao lowest 
average amounting to something less than 0.1 per cent of soles was too srll 
to appear In Table 1. In four others it formed 0.1 per cent, In two 0.2 per 
cent and in the two remaining amounted to 0.3 per cent of sales In 1944. 

Depreciation allowances expressed in terms of ratios were somewhat 
higher, ranging for the nine classes of establishments between 0.7 and 1.0 
per cent of sales. The low of 0.7 was rather unusual in that it was recorded 
by the smallest size of owned estab1ishncnts. The higi of l.8 per cent for 
distributors in owned premises occurred in the $10,000 to 20,000 size from 
which the ratios dropped to the lower level of 1.1, 0.9 and 1.1 per cent of 
sales in the three larger sales sizes. The four ratios for rented 
establishments, however, were represented by two averages with a figure of 
1.4 or 1.5 per cent standing for the two smallest and an average of 1.0 per 
cent for the two largest sizes of business. In comparison with their rented 
counterparts the depreciation percentages are usually higher for the owned 
establishments. This relationship prevailed, however, in only two of the 
four groupings of coal and wood dealers for which cornp!Irisons were possible, 
the reverse being true in the other two sizes of busines6. 

Other operating expenses, a residual category, included such items 
as heat, light, power and water, all taxes other than income taxes, insurance, 
repairs and maintenance, interest on borrowed roney, operating supplies, 
travelling and other communication costs, and sundry expenses. Some of 
those were common to all dealers and were included quite consistently in 
the fip.res rorted; others, depending on individual circumstances, may not 
have been so widely experienced and so generally included. Probably due to 
this reason the percentage averages for other operating expenses were quite 
irregular in their trencs by size of business. For owned establishments 
the series began with the rather los': ratio of 5.0 per cent in the smallest 
size of business and rose to 6.5 and 9.6 per cent of sales in the $10,000 
to 20,000 and the $20,000 to Q30,000 sizes before receding to 3.6 and 5.8 
per cent in the two largest sales groupings. For rented outlets, hcever, 
the ratios dropped from 0.7 per cent in the ..40,000 to '0,000 size to 7.6 
ei cent in the next and then rose slightly to 7.9 per cent in each of the 

t..o lr:t sizes of business. 
I 

Total expenses averaged bet.een ?.i and E0.6 per cent of sales 

Consolidating the various expense items just described, total 
operating expenses mrged between 7.3 and 20.6 per cent of sales in 1944. The 
1ovest ratio of 7.3 per cent which represented the 14 owned establishments 
with sales of less than $10,000 was due mainly to the strikingly low payroll 
ratio which amounted to 1.5 per cent. Omitting this percentage from the 
comparisons, the eight remaining averages standing for owned and rented 
establishments with sales of 40,000 or over varied between 13.0 and 20.6 per 
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cent of sa1es Among these, the total expense percentages tended more to 
stabilize than to vary either directly tr inversely with size of business, 
the upward progressions in the payroll percentages being largely offset by 
declines in the ratios for depreciation and other operating expenaes 	Thus 
for owned outlets the averages rose from 130 per :it Jr. the 10,000 to 
$20,000 to 16.9 per cent in the next and then returned t 139 and 14.0 
per cent in the two lurgest sizes. For rcntec stublishments the serics 
began at 20.5 per cent in the $10,000 to $20,000 grouping, dropped to 17.4 

	
4 

in the next, and at 20.6 and 19.8 per cent of sales in tne two largest 
sizes of business approximated closely the average for dealers with sales 
between .;10,000 and $20,000. 

Proprietor's net earnings varied between 4.2 and 12.0 per cent of sales 

Iroprletor's net earnings as used here really comprise two 
components, one consisting of a reward for his personal services, the other 
of a return on his capital investment in the business0 These averages 
ranged between outside limits of 4,2 and 12,0 per cent of sales for the nine 
sales and occupancy classes of establishments shown in Table 1. Both 
owned and rented establishments in the $10,000 to $20,000 sales size had 
the highest net earnings ratios with averages amounting to 12.0 and 6.3 per 
cent. In the three larger sizes of business, however, net earnings were 
closely grouped around considerably lower percentage figures, the ratios 
for such dealers in owned jremises amounting to 5.0, 4.2 and 4.5 per cent 
and for those in rented premises to 4.9, 4.9 and 5.2 per cent of sales0 

Actual dollar figures for net e arnings per business were 
naturally higher for the larger establishments0 Such earnings for businesses 
in owned tremises ranged from $438 per outlet in the less than $10,000 
sales size to $3,786 per unit for dealers with sales of $50,000 and over0 
.verage net earnings for dealers in rented premises varied from $925 per 
unitfor firms with sales between $10,000 and $20,000 to $4,992 per 
establishment for those having sales in 1944 of $50,000 and over0 

Qpercting Results of Continuing Establishments in 1941 and 1944 Conpared 

Of the 150 coal and wood distributors reporting their operating 
results for 1944, only 92 were able to provide similtir information for 1941. 
In view of the more limited number of firms reporting for the earlier period 
in was necessary to reduce the number of size categories for which statistics 
are given from the five shown in Table 1 to the three enlarged ones which 
appear in Table 2. The 92 reports were then classified by size of business 
for the second table according to the ii sales in 1941 entirely independent 
of their dollar volumes in the later year0 This method enables the trends 
in the operating results for identical grQupings of establishments to be 
examined over the four-year period 0  Such trends, however, are not 
necessarily representative either in direction or amount with what the entire 
trade may have experienced, for the possibilities of variation were con-
siderable and only relatively small numbers of reports were available for 
such purposes. 

The first aspect of the results of coal and wood dealers which 
can be compared is that of sales trends0 Included in the 92 distributors 
reporting for both years were 16 establishments in owned promises which had 
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sales in 1941 of less than J20,000. The sales of these averaged 22 per 
cent above the amount of business they transacted in 1941. There were also 
17 firms in owned properties having 1941 sales between $20,000 and 150,000 
and 19 distributors with volumes of 160,000 and over whose sales in the 
later period were up by 18 and 17 per cent, respectively, making an average 
for the 52 firms of about 18 per cent. The sample for establishments in 
urited premises was somewhat smaller but the 9 dealers in the smallest 

46 	 size of business experienced an increase of 56 per cent, the 19 in the 
Utcrmediate grouping a gain of 52 per cent, rind the 12 in the largest 
sule3 size an expansion of 38 per cent. In aiinnary, the 40 establishments 
in rented premises recorded an uverace expansion of 44 per cent which when 
combined with the 52 firms in owned prer'ises resulted in an overall gain 
of about 30 per cent for the 92 concerns which eontirued in business during 
the entire period. 

stock turnover averages all higher in 1944 

In the light of these iuins in sales it is not surprising to find 
the average rates of inventory turnover considerably higher in the later 
year. The extent of the increases which occurred in the stock turnover 
averages is indicated by the fact that while the ratios for the six sales 
and occupancy classes of cstab11shrnts varied between 8.5 and 15.5 times 
in 1941 they were contained between the higher outside limits of 10.4 and 
19.6 times in 1944. 

eductions in inventory levels between the end of 1941 and the 
close of 1944 also contributed to the upward movement in rates of stock 
turnovers for the total inventories for all reporting distributors in 1944 
averaged 12 per cent lower than at the end of the later period. By size of 
business, however, the recessions were quite irregular. Average ending 
inventories per estubliahment, it may be noted, ranged for the six sales 
and occupancy groupings of distributors between 0572 and 16,688 in 1941 
and between 4712 and $4,792 in 1944. 

i:vera0e iross profit percentages varied irregularly 

Average rates of gross trading profits for the six classes of coal 
and wood dealers varied in 1941 between 17.6 and 26.1 per cent of sales and 
between 17.3 and 27.9 per cent in the more recent year. Little in the vy 
of a trend in the ratios was evident, however, when exact cornpurisoxis were 
r;ide. In two instances, that of ovnied establishnixnts with sales of less 

a than :20,000 and of rented ones with dollar volumes between t2O,OOO and 
.50,000, the ratios Eoved upward from 20.9 to 2.9 per cent and for the 
:tter from 25.7 to 27.9 per cent. Declines were recorded by two others, 

* 	 the avercges for owned outlets with sales between 20,000 and 50,000 
droppinr from 20.0 to 19.4 per cent and for rer.ted ones with sales of 
.50,000 or over from 26.1 to 21.7 per cent of sales, while in the two 
remaining classifications the ratios rerrnined virtually unchanged. 
Differences in the kinds and grades of coal carried and in the hmnner of 
accounting for subsidies received may be at least partially responsible 
for the quite erratic variations which have been noted. 

Among the operating expense ratios, the trends in the payroll 
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ratios were also mixed. Expressed as percentages of sales, employees' 
salaries and wages were higier for 1944 in three of the six classes of 
establishments by amounts ranging between 1.1 and 1.9 percentage points. 
Comparative stability featured the three other groupings where the declines 
ran between 0.2 and 0.5 percentage points. These changes indicate that 
ovragc salary and wne payments per distributor were higher in each of 
the six groupings in 1944, a natural reflection of the substantially 
larger volumes of sales the dealers were then making. Overall the payroll 
ratios varied between 5.8 and 101 per cent of sales in 1941 and between 
5.3 and 12.0 per cent in the later period. 

Rentals, however, were lower as percentages of total sales in 1944. 
In the earlier year the averages for the three sizes of business stood 
at 1.6, 1.0 and 0.6 per cent of total dollar volumes against corresponding 
istios of 1.0 0  0,7 and 0.4 per cent in the more recent period. Advertising 
expenses in Dercentage form remained low and were quite stable in both 
years. For 1941 tse costs varied between 0.1 and 0.4 per cent of sales 
and for 1944 between 0.1 and 0.3 per cent. 

A high degree of stability also featured the averue percentages 
for depreciation allowances. In two of the six groupings the xtios were 
unchanged, in two others they were up slightly while minor declines took 
place in the remaining classifications. Overall the six averages varied 
between 0,8 and 1.3 per cent of sales in 1941 and between 0.8 and 1.6 per 
cent in 1944. These changes, however, were not sufficient to offset the 
effects of the substantial increases in sales volume and hence the dollar 
allocations for depreciation expense were considerably larger in the more 
recent period. 

Other operating exrenses rnn;ed between averages of 5.8 and 9.6 
per cent of sales in 1941 and from 5.6 to J.l per cent in 1944. When 
examined in detail certain Irregularities in trend are apparent. In two 
of the groupings, that of owned establishments with sales of less than 
20,000 and of businesses in rented prenisca with sales between $20,000 
and 050,000, the ratios moved upward by 0.7 and 1.1 percentage points 
against decreases in the othei four which varied between 0.2 and 1.3 
percentage points. 

Total expense ratios were also irregular in trend 

The mixed trends between 141 and 1944 which have just been noted 
especially in the payroll and other expense percentages naturally tended 
to be reflected in the total operating expense ratios, for these two coats 
for outweighed the other three in importance. In summary, the six averages 
for total expenses varied between 13.0 and 20.7 per cent of sales in 1941 	* 
and between 12.2 and 23.1 per cent in the more recent period. 

Proprietor's net earnings for the six Croupings ranged from 4.3 
to 7.6 per cent of sales in 1941 and from 3.0 to 9.9 per cent in 1944. 
Two categories recorded increases, three showed appreciable declines 
while the ratio for the sixth remained practically unchanged between the 
two years. 
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In dollar figures, average net eurnins per establishmont were 
h1her in four of the six sales and occupancy groupings of coal and wood 
dealers in 1944 but were moderately lower in the other two. These 
averages varied between lows and highs of 756 and 46,598 in 1941 and 
between :J,099 and 6,155 in the more recent period. 

A 

It 
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Table l.--Coal and 400d Distributors - Operating Results for 5tores 
Classified According to 1944 Sales Size and Occupancy Basis, Canada, 1944 

- 	 AMOUTT CF ,NNUAL SALES 
Item 	 Less than 10,000 	010,000 to $19,999 

Owned ( Rented 	Owned I Rented 

GENERAL INF'ORYATION 

1. Number of Stores Reporting ...... 14 15 15 
75,419 $227,379 $221,130 
5,38? 15,159 14,742 

Total Inventory Reported, SAMPLE 
4. 	Beginning of Year ............... 2,072 10,846 6 1 387 
5. 	End of Year 	................... 2,091 TOO 12,287 10,140 

Total Sales 	..................... 
Average Sales Per Store ........... 

6. 	Average for Year 	.............. 2,082 11,566 8 1 264 
Average Inventory Per Store, SMALL 

7. 	End 	of Year 	.................. 149 819 676 
3,729 170,534 161,867 Cost of Goods Sold 	................ 

Stock Turnover (times per year) 30.6  14.7 19.6 

PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 

Gross Trading Profit ..............- 15.5 	25.0 I 	26.8 

Operating Expenses: 
Employees' Salaries and Wages 
Rent ...........................  
Advertising ....................  
Depreciation ................... 
Other Operating Expenses ....... 

Total Operating Expenses ....... 

Proprietor's Net Earnings Before 
Income Taxes and yithdrawals 

1.5 4.6 7.4 
- 31PLE - 1.7 

0.1 0.1 0.3 
0.7 TOO 1.8 1.4 
5.0 6.5 9.7 

SMALL 
7.3  13.0 20.5 

8.1 - 	 6.3 
Is 

18. Average Proprietor's Net Earn- 
ings Per Store ................. 	$438 	1,826 	925 



V 
1,282J 	$1,640 

(a) Less than .05 per cent. 

1 -  1 - L  Lj 2 lt ool  	 33,786 	18. 
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Table 1,--Coal and food Distributors -9jrating Results for Stores 

ccc)r11r to 1944ales 3 ie and Occupancy Basis, Canada, 1944 

____ 	CLi:T OF JT1L LE3 

ã20,000 to 29,93 	 50, 	Over 
Owned 	Rented 	Owned 	Rented J_ Owned 

	
Rented 

GENERAL IFORATION 

7 12 	! - 	 15 28 22  

175,282 312 0 682 	737,364 $607,966 ,359,433 ,098,343  

25,040 	1 26,057 	38,809 40,531 84,265 95,379  

10,626 15,920 	40,578 28,069 92 1 029 103,839  

14,267 15,561 	45,491 28,276 134,760 100,566  

12,447 14,741 	43,035 28,173 113,795 102,203  

2,038 1,297 	2,394 1,885 4,813 4,571  

137,246 242,954 	603,164 452,327 2,026,753 1,573,757  

11.0 16.5 	14.0 16,1 17.8 15.4  

PROFIT AND LOGS DATA 

- 	(Items Expressed As Perceritaes of_Sales) 

21.7 	22,3 1__18.1 _25.5 1 	- 18.5 1 25.0 

6.0 7,3 6.3 10.5 	6.9 10.1 

- 0.8 - 1,1 	- 0.5 

(a) 0.2 0.1 0,1 	0,2 0.3 

1.1 

9.6 

1.5 
7.6 

0.9 

6.6 

	

1,0 	1.1 

	

7.9 	5.8 

1.0 

7.9 

16.7 - 17.4 13.9L - 	 20.6 	140 19.8 

4 
	

5.0 
	

4,2 1 	4.9_ 	4.5 
	

5.2 	17. 
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Table 2.-.Coel and Wood Diatributora - OperatLag Reaalta for Stores Claa8itied 
According to 1941 Sales Size and Occupancy Basis Canada, 1941 and 1944 - 

GENERAL INFOMAT ION 

Number of Stores Reporting 16 9 16 9 
Total 	Sales 	• .................. 167,123 $95,525 $204,100 $149,104 
Average Sales Per Store 10,445 10,614 12,756 16,567 
Total Inventory Reported, 

4, 	Beginning of Year 12,445 3,981 9,225 5,011 
End of Year 	. ........... .14,913 5,151 11,395 8,478 
Average for Year ..., 13,679 4,566 10,310 6,745 

Average Inventory Per Store, 
End of Year 932 572 712 942 

Cost of Goods Sold 	..... ......... 132,194 71,071 153,320 111,381 
Stock Turnover (times per year) 9..7 15,5 14.9 16.5 

PROFIT AND L033 DATA 
(Items Expressed As Percentages of Sales) 

Gross Trading Profit ......,,...., 	20.9 1 	25.6 f 	23.9 1 	25.3 

Operating Expenses: 
Employees' Salaries and Wages 
Rent . , ......... ....... . . . . . . . 

13 • 	.dverti sing • . . .. • • . . 
Depreciation 	. . . . . . . 04.00  

Other Operating Expenses 

Total Operating Expenses 

Proprietor's Net Earnings Before 
Income Taxes and lithdrawals 

6.2 6.4 5.8 7.8 
- 1.6 - 1.0 

0.1 0 0 1 0,1 0.1 
1.3 0.8 1.6 0.9 
5.8 9.6 6.5 8.9 

13.4 18.5 14.0 18.7 

7.5 1 	7.1 1 	9.9 1 	6.6 

1 
18. Average Proprietor's Net Earn- 

Ings Per Store ................. 	$787 	$756 	$1,273 	$1,099 



11, 
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'rable 2.--Coal and lood Distributors - Operating Results for Stores Clussif led 
crrdinr tc 141 Ja1e size rd Occupancy T3asis, Canada, 141 and 1944 

(Cont.) 

\IOUTT CF :Jyrjj  3AL1!3 

	

20 0 000 - 	9,999 	 ;50,000 and Cver 
1941 	1 	1944 	1941 	1 1944 

Owned -T Rented L Owned I Rented 	Owned! 	Rented I Owned 77ente 

ENE1AL IFOR1ATI CI 

17 19 17 19 19 12 19 12 1 
$567,227 $657,703 669,699 999,018 $1,433,070 1,006,306 1,673,228 1,3O8,057 2 
33,366 34,616 39,394 52,580 75,425 83,859 88,328 115,671 3 

50,465 37,438 45,295 47,1O 93,660 45,793 65,097 57,804 4 
55,898 51,066 58,088 46,4b6 127,081 51,624 91,057 53,052 5 
53,182 44,252 51,692 46,823 110,371 48,709 78,077 55,428 6 

3,288 2,688 3,417 2,445 6,688 4,302 4,792 4,421 7 
453,782 488,673 539,777 720,292 1,180,850 743,660 1,38,216 1,086,849 8 

8.5 11.0 10.4 15.4 10.7 3 1 	178 19.6 1 1 9 

PROFIT AND LOSS DATA 
(Items Expressed As Percentages of_Sales) 

20.0 	25.7 	19,4 1 	27,9 	17.6 ) 	26.1 	17.31 	21.71 10. 

6.7 10.1 7.8 12.0 5,8 8,2 5,3 8.0 
- 1.0 - 0.7 - 0,6 - 0.4 

0.2 0.4 0.1 0.2 0,3 0.4 0,2 0.3 
0.9 1.2 0.9 1.1 1.1 1,1 1.1 0.8 
7,9 8.0 7.6 9.1 5.8 8.2 5.6 0.9 

15.7 20.7 16.4 - 23.1 13.0 18.5 12.2 - 	 16.4 

4.3 	5.0 	3.0 - 4.8 	4.6 	7.6 	5.1 	5.3 

1,449 4,741 4,189 2,490 3,506 $6,398 4,537 $6,155 
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