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CONFLUENTIAL
One copy of tiie form, praperly completed, sbould be returned on or BefOre ....usevvenstovicccsanonsare

DOMINION BUREAU OF STATISTICS PL1G DO, coirrenaan

MERCHANDISING AND SERVICES
OTTAWA

OPERATING COSTS - RETAIL CHAINS
1847

The returns from this inguiry will be used in the preperation of & report which will be publiahed
for general use of the trede, proviairg information on Bverage Opsrsting resulis and profits against wmhich
the individual firm may compsre its own results.

411 replies will de trested as strictly conridentiul. Figures for all firme in the ssme line of busi-
nese will be combined and aversge results only will be shown. Your report will not be used for ipcoms tax
purposes or divuiged to any other government department.

All figures ehould relute to the celendar yesr or to your fiscsl year conforming aoat closely to the
celender yeer. FLEASE esnewer sll questions, inserting *nil’ if the epswer is npops.

I. < 10f; OF BUSINE

Y BEROR R T Tl ol Wiroravovats (s [0s o Lo foToTolote o1 2e SYoTs sToTo PR NeT = oo LTI M - coOPccc Scoconoiroe
(2) Boad of FECE (BIUFEES . . ciu o /corariie s sjaie « o via 5o 5l 678 s dia'a o ofo e « wiainiaiofeinfsieinieinfels oialale s =lafeiniufubila« (SI-INRISTE: BTSRRI

| (8) KIDA OF DUSLDEBS ..vvonseromneesvassavsar shoessatusasssiasenasssssnaiingsesspionssassinsnbhasnsassises
{Buch &8s grocery, meats, variety, &én's- women’s clothing, drugs, ete.)

! (4] On the following dates tie nurber of units in operation was:
(8) Jan. 1, 1947 .......cu. (b) June 30, 1947 ........... (c) Dec. 31, 1947 .ssciiccnrs

(5] we aperated ip rented predises D, owned prerdses D. sone rented and sode owged D.
{oheck only one squere)

The number of owned &nd rented premises in each type of establisbemnt was:~

Jlead office ¥srebovas(s ) Stores
Owned verearerens cerrerresces R
Rented feerraveens vevtemsanva Assruernes

{6) This report does not include eny wholesnle busipess D. {ocludes -holudoa to the
axtent Of ...........% . [Insert estimaved percentage)

(7) Thie businees 16 & corporetion D. partnership D 1ndividual pmps-luarampc}

1I. T AL ) Ty 1947
ke MIRCEQIDISING STATEVEFT

[1) Gross ewules for the yesr. Include mesls sold or eonaumed, receipts fros
repair or other service, goods taken for personsl use. ERxclude
88168 taX &Q DODYTBAINE PAVEDUES. .+cvseescrenrrsvassasssrnsrssaes B

() Returns from end BllOWADCES tO CUBLORMETS ..ovusrcerascrcsrcorsesercssacs §

(S SR (i tem TIndeWE) Mk v oo o ol e B e ot o e ole el cle b s o ol ST

(4} kBT _[MVERTORY OF RKRCHANDISE st begiosing of year:
In warebous® «..ceccverevs §
ID 5LOYB8 ,isneinasvcccers & t 3

[5) Nerchendise purchaged for ressle at invoice value. less
returns, sllowsnces, cosh and trede d48COULLE «.cov.srerrecsrerrens §

(6) Inwerd freipht, eXpPruss BNAd LrUCKBEE «..ovesvercrrssasrarrroreccvessncas §
{7) Total of beginnipg ipveptory, purchbeuses end freight «...ceessscrvencnccs §
(6) KET IKVENTORY OF MERCHANDISE et end of year:

In wsrehouse ,...........s &

I 6LOTEM cvvrvininnnenes § ]
[9) COLT OF BERCHARDISE SOLD (5tes ? BAnus B vuvceecvsensresassannnensonvensnonscecrneee |
(10} GKOSS BARGIN QR PEOFAT (Atem 3 MIBUB 9] L.uuueireurounrerisssnonannosssesnasassonaas §

16-K(b )47 {OVXER)

- S _—




head office i
and_geners) warehouse| Stcres Total

{1} Peyroll - before any deducticns

(e} To executives sebu praprietors ~ include

(D) TO-SEPIDYRNE  Jion - »s siswre s owns e slanoresha

{£) Payments by the firs to saployee pension
funds, unemploymept insurenca, or other
steff denefits such es hLospitalizetion,
insurancs etc., which are not deducted

Lrot payroll. (cvecenecisrcarasanceaniins
(3} Tenancy costs ~ texes, insursnce, repairs and

deprocistion on owned real estate and
restals on rented Premifes ...i.eiceaacann

{4) Texes - except on rezl estate and federal
ipcode tax; include tazae end licences
1aposed by provincial and Jocal govera~
pents; szles texes colliected dirvectly
froz the cuatomer gre to be excluced
sntirely frok this report. .......cceecvne

(S) Repairs enc meirtenance to fixtures end
equipment . locludibg delivery ecuiprant .

{6) Deprecistlon on fixturesz and ecuipmbent, ig~
cluding delivery equipnent ....e.ssesess

{7} Supplies - wrepplag peper, twine, office
auppliee, g88 anda cil for trucks, etc. ..

(&) heat, light, and power used during the year .

{10} Travelling eIpeneed . ......c.couniavevencroans

{11) Coaxunicstion = telephone, telsgraph, postegs

(12} loss op ted dedts ~ smount writtep off leas
BESDUUEECOWSTREN Mekiis - = o5oieloiogs ofy aislsl ol 10
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(13) All other expenses - interest on losns, bank
charges, professionsl fees, eLC. «.....os

(1s) ZOTAL BCPERSES (total of ftema 1 to 13 |
ipelusive) ..o.iveiieeel |

c. EET GAIN STATERT
(1) OPERATING PRO¥IT OR LOSS (item A{10) minus B{14)) «.ivveorscuicennvoronsonnenonees &

{2) Poderal 1ncowe TAX. 1947 .....cevrsirrrnnioracrvaratsvsivasoeantasincrrnsersrnasns §

(3) KET GAIY QR LOSE (before dividends or profit BBering) .ccveceesviarevvravnanersnns §

111.

N EQUS IXFORMATION
{1) If pot ircorporeted, pleésse atate the rusber of praprietors and thelr salaries or
a felr charge for their eervices. lNumber Salaries ......c.cvrann

SRS i

Are these tncluded tn itex B~1 (a) of section II above? (Yes or No|

{2} ubat was the value of customers’ stcounts outetending at the end of the year?
Include cherge accounts, open sccounts, ipstalment sceounts or other recsiv~
ablea. Lo DOt irclude sccounts writlen Off. ceavscesserrccrcsnsesssosascatane

Pl sk

i. Tenincy - [o scse tnstances Leet or light may be included in renmtele. If thin 1s
the cese, pleses indicate in ites & tuat thece churges are included in
1iem 3.

&, Dalivery - Churges for delivery fror warshouse to Atores sbould cone unoer ware
Louss expense whether trucks sre owned &nd Operetea By the fire or
delivery le oun = contrsct beale., Delivery to customers should be
reported eaa atore sxpense.
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OPERATING RESULTS OF RETAIL
CLOTHING CHAINS, 1947

Content of the Bulletin

This publication contains the results of a survey on the
operations of retail clothing chains in 1947, including men's c¢loth-
ing, women's clothing, family clothing and shoe chains. The study
is the first detailed inquiry made by the Dominion Bureau of Statistics
into operating costs of this phase of retailing,

There will be two additional publications in the 1947 chain
store operations series, one outlining ratios for the three types of
food chains =-- grocery, combination and meat chains -- the other,
containing data for variety, furniture and drug chains.

Purpose of the Survey

The costs of distribution, and the allocation of these costs

has become the focus of attention of merchants, the general public

and government in recent years, While distribution expenses are by
no means confined to middlemen and retailers, the approach to the
problem of assessing these costs must be made through these types of
business organization. The Bureau has carried on extensive studies
into the operating expenses of independent retailers, first for the
year 1938, and again for 1944, 1945 and 1946.

As a result of requests from the trade, from individuals
and from trade associations, it became apparent that the remaining
distributive agencies should be surveyed for operating costs. The
result has been studies on the operations of retail chailns and whole-
salers proper covering the year 1947.



What is Distribution?

The three major channels of distribution -- independent
retail firms, chain store firms and wholesalers -- leave untouched
much of the field of distribution costs.

The conversion of goods from raw materials to finished
‘products, and the placing of commodities before consumers involves
the processes of production and distributions The distinction be-
tween the two terms as made by economics seems quite clear cut.
Production involves the addition of physical or form utilities to
goods, by means of such acts as processing, fabrication, and trans-
formation. Distribution, on the other hand, involves the addition
of time and place utilities to goods, by such means as transportation,
storage, merchandising, display, advertising, expenses of carrying
stocks (spoilage, shrinkage), losses from bad debts and financing.

It becomes evident from the consideration of this distinec-
tion that distribution costs are not limited to the handling of
finished consumers' goods, and that a large part of such expense is
borne by primary producers and manufacturers during the early stages
of fabrication or processing of commodities. The transportation of
raw materials, expenses of storage while awaiting processing, fi-
nancing of inventories, are all distribution costs incurred before
the end-product is ready for the ultimate consumer,

While the producer and processor asSsume some of the costs
of distribution, the retailer and wholesaler may take on certain
productive functions. Wholesalers may package and repack commodities
while certain retailers such as clothiers finish off semi-ready
garments or make alterations on finished clothing.

Although the distinction between production and distribu-
tion is a useful one, and serves to separate major functions, there
are costs which are not clearly one or the other. Some of these
difficult to allocate are insurance, financing, taxes, service de-
partment costs, and executive salaries. The list is not exhaustive,
but where it is impossible to make a clear-cut division of functions,
costs are often apportioned on a pro-rata basis, decided upon by the
relative expense ratios of more easily allocated functions, such as
selling salaries, store occupancy expense, advertising etc.

Distribution costs, therefore, are not limited to middle-
men or retailers but are a part of the interlocking distribution-
production systerm which prepares finished goods and places them
before the consumer. The practical distinction between distribution
and production is made, however, by dividing industry into units
which perform chiefly either productive or distributive functions.



Major distributive agencies may be classified as follows:

Wholesalers or the Intermediary Trade

Wholesalers proper
Manufactures®
offices

Petroleum bulk tank stations

Agents and Brokers
Assemblers of primary products

Other types of operation

Retailers

Independent Retailers
Independent Consumer Co-operatives
Chains - Voluntary chains
Chains under central owner-

ship and control.
Retail co-operative chains.

sales branches or

Relat ive importance to total trading of chain organizations
is brought out by the table below.

Retail Trade

Independents .....ce.
Chains ® ® 8 0 0 9 T O e O S

BEher ILYPRIS s ssies s vv s

Percent

. 8l.1
18,7

0.2
100.0

Source: 1941 Census,
Vol. X, Table 13,

P. 398

A comparison between clothing trades in terms of the rela-
tive importance of chain and independent form of organization in 1941
is demonstrated by the following table:

Comparison of Chain Sales to Total 3ales 1941, 1946

, Percentage of Chain
1941 1941 Store Sales to
pam of Rgelies Total Sales Chain 3Sales Total 3Sales
1941 ' 946
K3 $ o %
ien's and boys'

clothing & furnishings. 79,873,300 9,498,700 .9 LI

domen's apparel and ;
acecessSory stores ...... S B2 NIO0 12,438,300 12.8 14,1
amily clothing stores . 73,77€,900 13,943,500 18.8 (a)
Fhoe SHOBEES | o e »ovsv 635 8's 44,037,300 16/, 3NANE00 37.0 37.0

Source -~ 1941 Census, Vol. X, Table 2, p. 557.

(a) Not available.




The Schedule

A sample questionnaire was drawn up in the Bureau and des-
patched to the firms in the various trades surveyed. An accompanying
letter requested that the companies make suggestions in order that
the form be designed in such a way that it could be filled out with
a minimum of effort from existing accounting records. The suggestions
received were invaluable in the format of the final form.

A facsimile of this final schedule is presented on page 2
to help clarify meanings of terms used.

Methods

The ten kinds of business in the survey were selected for
their importance in the field of retail distribution. As the major-
ity of firms indicated that they could not give results for individ-
ual stores, a consolidated report only for each firm was required.
When received, some returns could not be used for such reasons as
manufacturing activities or outside wholesaling for which expenses
could not be separated from retailing costs. Where the number of
reports was sufficient, the results were tabulated according to the
most suitable sales-size range. In most reports, no clear distinc-
tion between head office, warehouse and store expense was made, SO
that results for these functions are shown separately for only a
few kinds of business. The salaries of proprietors of unincorpo-
rated firms are included with executive salaries, Income tax tabu-
lation was made only for incorporated firms.

As with all surveys conducted by the Bureau, average re-
sults only are shown, and all information submitted by the co-op-
erating firms has been kept in strictest confidence. This study
does not replace the regular annual survey of retail chains which
takes in all kinds of business and covers such items as: number of
stores, net retail sales, salaries, store and warehouse stocks and
customers' accounts outstanding.



RESULTS OF THE SURVEY.

A1l known chain firis in the retail clothing trade were
canvassed by mail in this survey. A few were excluded as not typical
of one of the four trades tabulated, but coverage was nearly complete,
A comparison of some items of expense and profit between the four
kinds of business is shown below.

Retail Clothing Chains - Main Profit and Loss Items Compsred, 1347

m#@

Kind of Sﬁngagzr Gross Salary Occu-~ Total Negeﬁzggit
Buginess St one Profit | Expense| pancy | Expenses Taxes

(Items expressed ns percentage of net sales)
$ ] % % % %

en's clothing .... 168,467 29,95 12,66 2.92 22.41 7.54
¥omen's clothing .. £6,094 30.18 13,69 4.53 24,03 6.15
amily clothing ... 244,759 26.38 12.86 1.74 20,78 5.60
BHOES cvoeosssssians 52,895 30,75 14 .45 4.19 24,23 652

Where shown separately, on the returns, the salaries of
store managers were tabulated with store employees., Executive
salaries in this report, therefore, comprise only those of head
office executives.



OPERATING RESULTS

QF
RETAIL CLOTHING CHAINS, 1947

GROSS PROFIT = NET PROFIT + SALARIES + OTHER EXPENSES

ANNUAL SALES PERCENTAGE OF NET SALES
VOLUME 0 5 o] 1S 20 25 30

35

ALL SIZES (COMBINED)

UNDER $ 300,000

$300,000—$ 999,999
$1.000000 AND OVER

ALL SIZES (COMBINED)

FAMILY CLOTHING
UNDER $ 750,000 | ==

$750000 AND OVER

ALL SIZES (COMBINED)

UNDER $1,000,000

$1000,000 AND OVER

ALL SIZES (COMBINED)

0 5 10 5 20 25 30

NOTE := NET PROFIT IS BEFORE INCOME TAX DEDUCTION.

35
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MEN'S CLOTHING CHAINS.

Nine reports on the operations of men's retail clothing

chains were completed satisfactorily and were used in this survey.
The six incorporated and three unincorporated companies operated
51 outlets.

Although most of the firms in this kind of business were

included, there were too few to permit a breaskdown by size of
business.

1.

2.

S.

Average sales of the 9 chains in 1947 were $954,646
and the average sales per store, $168,467.

Average gross profit in men's clothing chains amounted
to 29,95 per cent of net sales. After deducting ex-
penses of 22.41 per cent, an operating profit of 7.54
per cent resulted before deduction of income taxes.

Ma jor expense items were salaries (12.66%), occupancy
(2,92%) and advertising (2.11%).

Inventories at the beginning of the year amounted to
15.33 per cent of net sales while ending inventories
had increased to 21.32 per cent., Calculated on cost
of goods sold, the average stock was turned over 3.8
times in the year.

Incorporated firms in this trade showed operating
results very similar to unincorporated businesses
but derived a slightly lower total expense ratio.
Final net profit after deductions for income tax
for these firms averaged 4.29 per cent.

Incorporated Men's Clothing Chains

Percent of Net Sales

%
Net s@les scscoonee 100.00
Gross profit ...... 29.95
Total expenses .... 22.57
Operating profit .. 7.58
Incame tax eeevesas 3,29

Net profit .esesses 4,29
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Table 1. - OPERATING RESULTS OF MEN'S CLOTHING CHAINS, 1947

|

all Tirms comuined

(9 firms -

51 stores)

Ttem Averace per Percent of
store net sales
¥ 4

ATRETT Y N G PSR 168,467 100.00
Clesit Gl Seo OsrTSalic. vl o « 0=, TR, L =i, 11807 70.05
BeiginRERE INTENEETY " o « o sioo 5ot ooiess 25,836 15.33
Ending INVEREOFY oe' o bdiecvsonnabs 35,916 2).32
Stock turnover (times per year) .... 3.8

(Items expressed as percentape of net sales)

GRoSEr MEPRi N @R UPROFit = B'% el i@ .- oo
Operating expenses:

Executive salaries ......cce00
Employees' salaries .cecveceicoes
BEafiT beHRIPITE™: Sr + o 0 ke vie 37 e
Cro ek AN Syl o R TRE SRR . 8
RS WAY g, . a0 UE et ot
i e M VIS S ol | ee e oL e
BspEeciabtion B) . c.andehe ot
SUPPHIEges ok il & SV e e s hee o v
Heat, light, and power .esccees
AAVErtisSillg® seacsscesresvssccss
Bralfe] eXPERSE '« cu v s ors oo oo
SRR CEE MBI e 3152 5 ¢ o oheis 0o 30787
B deliBRl SR Ml ash s seldsnmae s
All other expenses .o...

Total operating €Xpenses .c.ceseceee

Operating profit before income taxes

Profit and Loss Data

50,450

2,517
18,811
456
4,912
943
303
546
1,730
700
3,554
363
334
120
2,459

37,748

12,702

1 29.95

1.49
A91e 17
0.27
2.92
0.56
0.18
0.32
1.03
0.41
2,11
0.22
0.20
0,07
1.46

22.41

7.54

(1) Excludes amount attributed to real estate which is included in

occupancy.



WOMENS CLOTHING CHAINS.

Reports suitable for inclusion in this study were received
from 26 chain firms dealing in women's clothing. Millinery shops
and furriers were excluded because these dealt exclusively in certain
limited commodity ranges. Chains included were those dealing in a
gencral line of women's ready-to-wear clothing and accessories, Un-
fortunately there were too few chain firms in the millinery or fur
lines to permit publication of separate results.

The 17 incorporated and 9 unincorporated firms were evenly
distributed as to size, nine whose 1947 sales range was from
$1,000,000 to $3,000,000, eight between $300,000 and §1,000,000 and
nine below $300,000. The 26 companies operated a total of 269 retail
outlets.

The majority of the firms in the largest size class were
able to provide a breakdown between store expense and head office
and warehouse expense, the latter two functions combined. All adver-
tising was attributed to stores and all travelling expenses to head
office. Too few firms in the other size classes separated store,
warehouse and head office expenses to permit analysis.

l. Firms in the group of chains with largest net sales
obtained an average gross profit of 30.84 per cent
of net sales, the middle group 27.84 and the smallest
size firms 29.43 per cent, Average gross margin was
30.18 per cent.

2. When expenses were deducted, net profit before income
taxes varied directly with size of business in the
three size groups ~ the ratios were 6.88 per cent of
net sales in the largest size group, 4.69 in the
middle and 2,97 in the smallest, A distribution of
profits as compared to net sales indicated that while
a few small firms obtained large net profit ratios,
and a few of the larger firms lower than average
profits there was a direct positive relationship
between volume of sales and percentage profit.

3. Inventories were greater at the end of the year than
at the beginning except in the largest size group and
ranged from 10,94 per cent to 19.71 per cent of net
sales. 3tock was turned over more often in the larger
stores, ranging from 6.1 in the largest class to 4.0
times per year in the smallest.

4, The ratio of salaries was similar for the two largest
groups with head office executive at 2.42 and 2.39
per cent and employees at 9.04 and 9.02 per cent of
net sales, The smallest size class paid executives
2.21 per cent and employees 10.93 per cent. Jalaries
paid accounted for approximately 48 per cent of total
expenses in all women's retail clothing chains. (Table 2).

*
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5. Incorporated firms, including all the largest size
firms and five in the middle range, had net gains of
3,82 per cent and 2.59 per cent respectively after
income taxes had been deducted from operating profit.

Incorporated Women's Clothing Chains, 1947

Percent of Net 3Sales

$300,000 to $1, 000,000

$999,999 and over
BE0 SIS uDROTIEW, 515 s Flexd sile Dle D 30.84
Total expenses ceeecsas 235228 23.96
(Upe paibaing profitt .. .. 4,32 6.88
A QMENTRI -« s ¢ o0 54 »s 1.78 3.06
RS TIREARIEDY e o™, L . s . . 299 3.82

6. Store expenses in the firms whose sales were over
$1,000,000 in 1947 accounted for approximately three
quarters of total expenses for that group, warehouse
and head office costs making up the remaining quarter.
Out of every hundred dollars paid in salaries, store
and head office employees reccived $79, and executives

$21, (Table 3).




Table 2. - OPERATING RESULTS OF WOMEN'S CLOTHING CHAINS, 1947

BZ Size of Firm

15

Under $300,000 to {$1,000,000
L $300,000 [ $999,999 | and over | Total

Number of . £ITMSic. scoeio sidiesiois o o s om0 9 8 9 26
Number of stores ....ceovcesveve 45 48 176 269
Average sales per chain ...... $ 222,584 512,703 1,894,935 |830,742
Average sales per store ...... @ 44,517 85,450 96,900 | 86,094
Average cost of goods sold ... $ 31,416 61,664 67,019 | 60,108
Average inventory per store

Beginning of year ..eceecees 6,906 12,54 11291 | '10,975

B OB s isaessiies B 8,776 15, 116 10,603 | 11,102
3tock turnover (times per year). 4,0 4.5 6.1 Biwd

Gross margin or profit
Operating expenses:
Salaries - executive cesccseee
= employees .eeceseans
Employees' benefits eeecesesse
OCCUDETICY  aes covovsunovonossore
o R e e e T I T
Repairs and maintenance (1) ..
EEAcesallon (1) cociaiunreces
SUPPIEEes seccosvaccamacacnaces
Heat, light and power ...c...ce

Bdvertigiag d5..... ARk, ¢t
Travelling expense ....... 6.0\0.0
Communication cceosvessance A

Bad debt 10838€8 ccvececscsvese
All other €XpensSes8 ..ceoecooves

Total operating expenses .......

Operating profit before income
taxXSS cevcecescans

"o 2ve e g0

Profit and Loss Data

(Items expressed as percentage of net sales)

29.43

2.21
10,93
0.22
4463
0.26
0.91
0.77
1,05
0,67
1.66
0.68
0.31
0.06
2.50

26,46

2,97

27.84

2,39
9,02
0.12
3.31
0.29
0,32
0.55
1.34
0,72
2,03
0.38
0.21
0.09
2,38

23.15

4.69

30.84

- » - -

.

e @

-
RPOoOMWUT MO PW [ S
SRS

TR OHF WA PO ONMWN

NOOCOHOOOQOOMOWN
.

o
A\
@0
o

6.88

30.18

2.39
9.20
0.14
4.53
0,35
0.70
0.61
1,00
0.57
1.65
0.36
0.28
0,05
2.20

24,03

6.15

(1) Excludes amount attributed to real estate which is included in

occupancy.
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Table 3. - OPERATING EXPENSES OF WOMEN'S CLOTHING CHAINS, 1947
Head office and warehouse compared with stores.

ESize range - over 21!000’000)
Head Office

Item s Wi dEmE Stores Total

Salaries - exeeubive ....eec-ans 2,42 - 2.42
— EMPLOYEES oo vemascas 2.12 6.92 9.04
Employees' benefits ceeecsssenss 0.05 0,08 0.13
OC CIRANE Y 1e, 3 3% SNois) sl 3 35 o8 Bielols 3G a0 o 0.48 4,34 4,82
TAREIS: bsvoronc i frddlt IS TN WA, orake 0.02 0,36 0.38
Repairs and maintenance +.,..o... 0.05 0.77 0.82
Depnechat ioRd Wk . ad M Dok LAl ! 0.14 0.46 0.60
SufpIMES: e oL Aol d SNNCE folaiefo s iavelore 0.27 0,64 0.91
Heat, light and DpOWET esevessess 0.04 0.49 () KoXn
Adwverthisime  Sigdacdol .ok Bk & diea. - 1556 W 55
TraviedBSing Sol g5 .4 is s 81 oG Oje 31 - 0.31
Communficat 10ny «ieis el siemaforormners s orowa o 0.13 0.16 0.29
BadMdielit. GSSERIT, 5. olelofets ste s o vre o o 0.03 - 008
All 'ofher exXpPenIES  ob+lv s e oie s sone gl Mol e 2pile
Total operating eXpenses ....... 7's OF 16.89 25.96
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FAMILY CLOTHING CHAINS.

Thirteen chain firms selling a combination of men's,

women's and children's clothing submitted reports suitable for this

survey.

annual net sales under that figure.

There were 5 firms with sales over $750,000 and € with
A total of 77 stores was oper-

ated by these firms.

l.

Average sales ver store at $244,759 were the highest
in the clothing group. Both gross and net profit were
the lowest of the four trades, at 26.38 and 5.60 per
cent of net sales respectively. These ratios may be

a function of average store size rather than king of
business. Net profit ratios for independent family
clothing outlets occupying owned premises in 1946
ranged from 17.0 per cent for stores under annual
$10,000 net sales to 10.1 per cent for those over
$100,000.

The smaller size group of firms obtained a greater
average gross margin or profit than did the large
size class (27.11 and 26.17 per cent respectively)
but a greater expense ratio resulted in a similar
percentage of net profit.

Inventories were greater in dollar volume at the
end of the year than at the beginning. Values of
stocks averapged 81.48 and 15.44 per cent of net
sales for the respective dates. The larger firms
obtained a stock turnover rate of 4.2 times in the
year as compared to a 3.4 rate for the firms with
sales under $750,000.

4. Ma jor operating ratios of incorporated firms, con-

stituting all 5 of the large class and 6 of the
smaller are shown below.

Incorporated Family Clothing Chains

{Percent of net sales)

= = =

TN Under - $750,000

$750,000 and over

SnllEalis ST S 100.00 100,00
(€038 Profit . eeleieieeee 26,69 26.18
Total exXpenses ese.sses 2087 20.61
Operating profit ..... 6.42 597
Income t8X eessocccsos 2.35 2.64
Rt Profit 5 e hees s 4,07 2.95
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Table 4. - OPERATING RESULTS OF FAMILY CLOTHING CHAINS, 1947

- By Size of Firm
= e i —
Under $750,000
Item £750, 000 iy Total
NumbeirMof  RaSIsh S’ o ots voviorg oo s o 8 ) 13
NunbeT® ol | SEORES o.'s% 0. o't s 43 34 77
Average Ssles per chain ...... $ 508,443 2,955,776 1,449,725
per sStore ...... $ 94,594 434,673 244,759
Average cost of goods sold ... § 68,948 320,893 180,196
Average store inventory -
Beginning of year eeececoecs § 1€,500 62,187 37,790
BRdiig] o1l TR ineisk dsp b1 < s Emall 22,554 90,840 52,584
Stock turnover (times per year). 3.4 a2 4,0

Profit and Loss Data
(Items expressed as percentage of net sales)

Gross margin or profit .ccececsse 2 el 2 SR 1L 26338
Operating expenses:
Salaries - execubtive ...cvvees BeilE IR 2 2.46
- empPloyees. .vesoscos 10357 10.41 10,40
Employees' benefits ....cco0s¢ 0,04 QLA 0.11
PCRCUPANECY 1o eis ois s s00isiec aseseise 2ia69 1.48 1.74
AR R LGl & e o heth ohe s o §o o - w4 0.26 0.28 0.28
Repairs and maintenance (1) .. 0,40 027 0.30
NENSREGRE GEIGT  ((LU] o fsiossom@ o o] ¢ busnese BB 0.21 0.24
SUBENFIEIS" 1ol J. 3l e o o Bhaions e 012/ ok sse s 9.0 0.56 0,47 0.49
Heat, light and power c.seesco 0.42 0.45 0.44
INGVEITET S TUER o ogadadaaiske oissn » oie losé ais 03358 1.64 1.49
Pravelling IEXPENSE. .. .oy os obe.e o 0,58 0.42 0.45
CoMmMOMCARSNEINT . o oI¢ o ols bale vese 0.28 0.61 0.53
Badlaehl o808 4els c o vodeonose (0] A7 0.12 0,13
Al]l other eXpenses .seoeseeces i 30 1.86 17
Total operating €Xpenses ...e.... &l 38 20.61 20,78
Operating profit, before income
CENEE S A8 Se ek e 6 e Ao dle o aoodld B\ 1 0) 0 50) 5.60

(1) Excludes amount attributed to real estate which is included in
occupancy.



SHOE CHAINS.

Completed returns were received from 22 retail shoe chains
operating 444 stores in Canada in 1947. Of these, 16 were incorpo-
rated companies and 6 partnerships or individual proprietorships.

It was possible to divide the returns into two size
classes, over $1,000,000 and under %1,000,000 annual net sales. The
firms were not scattered in gize to any extent. In the smaller size
¢lass the majority were in the $300,000 to ¥500,000 range while most
firms in the larger class lay between %1,000,000 and $2,000,000 net
sales, Too few firms gave a breakdown of executive and employees'
salaries to pernit separate publication. This was also true of the
expense breakdown between head office, warehouse, and store functions,

1. Gross profits were very similar in retail shoe chains
with net sales over and under ¢1,000,000 but expenses
were proportionately greater in the smaller class,
The resulting net profit ratios before income tax de-
ductions were 7,30 per cent and 3.14 per cent res-
pectively. (Table 5).

2. Analysis of individual reports showed a close rela-
tionship between operating profit and net sales. Where
shoe chains had sales of over §1,000,00C, net profit
ratios showed a sharp upward trend. From $200,000 to
$500,000, the net profit ratio was fairly constant in
the neighborhood of 2 per cent to 4 per cent of net
sales.

3. Advertising was the only item of expense on which the
larger group of firms expended a considerably greater
ratio of net sales than the smaller class. The great-
est difference between the two sizes was in salaries,
depreciation and "all other" expense categories.
Approximately $60 out of every $100 expense went to
salaries and wages. (Table 5).

4, The following table summarizes the essential date on
the incorporated firms in the survey of which there
were 8 in each size range.

Incorporated Shce Chains, 1947

Items shown as per cent of net sales b
Under €1,000,000 |
Item $1,000, 000 and over

ErO88 PROFAE « s e 30.94 31.56
Total exXpenses seeeese 28,05 28:71
Operating profit ..... 2.89 7.85
e eme GENE Bhs e e oo o b 1.08 3.67
Biet Profit so.cesu..e. 1.8 4,18

L)
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§. Analysis showed little relationship between ratios of
net profit to advertising expenditures, stock turnover,
salaries or average sales per store,
Table 5, - OPERATING RESULTS OF RETAIL SHOE CHAINS, 1947
By 3ize of Firm
Under $1,000,000
A 5o $1,000, 000 and over Tongl
Nuliben of fi7M8 S%e o 2 oie"s sransle + 8l 18 10 22
Number of sStOT€8 ...cccnvcnccace 93 351 444
Average sales per chain ...c.. % 368,515 1,906,340 1,067,526
per Store ccoce. $ 47,550 54,312 52,895
Average cost of goods s0ld ... & 33,151 37,551 36,629
Average store inventory -
Beginning Of Y@HI ..eoecsces $ 11,098 12,561 12,255
Efd ol VQET - & o8 2 Johs oo nobiph B 12,780 16,188 15,474
Stock turnover (times per year). 208 230 2.6

Gross mergin or profit ceececocse
Operating expenses:
Salesries - executive and
€MPlOYyBes cecscscon
Employees! berefits scesvecsen
OCCUPANCY eoscveccssocssssosne
TWzeez 3 (I N S S N
RS B i ov oivloc oo ons
e AREEHIATAOR (1) ¢+t oeis oo
SUPPLIES '« .uleaccocossaneratcon
He s M5 oht andipower «..oee00
ABVeD TS TN B ek oo 0 s oletsie s's 000
Travelling eXpense ..ccesscoee
Comannilcat LOMR". « # o < ssrsfs o io.e 050
BaARdeht 150888 soew. solsis ¢ swioc »
All other 6XpPeNSEeS .ecoseseces

Total operating expenses ecece.e.

Operating profit before income
taxes et 8 de cdbiosiecccscssnose

Profit and Loss Data

(Items expressed as percentage of net sales)

30.28 30.86
15.59 14.18
0.11 0.10
4.18 4.19
0.38 0.26
0.42 (0} P74
0,65 0.27
0.78 0.79
0,67 0.57
0,95 1.23
0.45 0.22
0.27 (0) 51K
0.01 0.01
2,68 1.38
27.14 23.56
3.14 7.30

30.75

14.45
0.10
4.19
0.28

0

0,34

0.78

0.59

1.18

0.27

0.20

0.01

1.62

24.23

6,52

(1) Excludes amount attributed to real estate which is included in

occupancy.



