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OPERATING RESULTS OF CHAIN CLOTHING STORES 
1951 

IN! RODUCTION 
The following explanatory notes describe certain 

features of the operating results series contained in 
this report. 

Scope - Chain store firms are those which oper-
ate four or more retail outlets. Chain firms of four 
trades are covered in this bulletin - men's clothing, 
women's clothing, family clothing and shoe stores. 

Conter - This bulletin deals with profit and 
loss statistics. Average gross and net profits and 
detailed operating expenses are shown for the most 
suitable sales-size classes. There were not enough 
firms in any of these trades to permit publication of 

-regional results. There were no Newfoundland stores 
in this survey. Salaries of proprietors of uniricorpo-
rated companies have been included with executive 
salaries. Income tax tabulation was made for incor-
porated companies only. 

In this report "occupancy expense" includes 
taxes, insurance, mortgage interest, repairs and dc- 

preciation on owned real estate used In the business, 
together with rental expense on rented premises. 
Similarly "delivery expense" includes salaries, in-
surance, licenses, repairs, maintenance, gas, oil 
and depreciation of owned equipment, together with 
expense of contract delivery. 

Purpose - The primary purpose of the operating 
costs surveys is to provide averages on the different 
phases of business operation against which firms in 
the same trade may make direct comparisons with 
their own operating results. They also provide useful 
lnfcrmation to others interested in the cost of distri-
bution of consumer goods. 

Period Covered - This report deals mainly with 
1951 operations and is the third biennial publication 
in a series begun In 1947. Certain summary tables 
shoN comparative results for 1949 and 1951. The 
charts show the gross profit components for 1947, 
1949 and 1951 by suitable sales-size classifications 
for each trade. 

SUMMARY OF 1951 OPERATING RESULTS BY TRADES 

S 

The principal operating results figures for the 
-hain clothing store business are summarized in the 
following table. In analyzing the results of an in-
dividual chain clothing company, reference should 

made to the detailed tables in the appropriate 
'ction of this bulletin. In these sections (men's, 

.%)men's and family clothing and shoe store chains) 
where practicable, operating figures for typical 
sales-size classifications, in addition to detailed 
operating ratios, are revealed. Because a chain 
store is a firm operating four or more retail outlets, 
the absolute dollar values (average net sales, cost 
of goods etc.) are shown for a singular purpose only. 
That is, these dollar values are shown for the pur-
pose of assisting chain store managements to place 
their respective firms in relation to the average in 
the appropriate sales-size category. This relation-
ship to the average facilitates a more accurate 
profit and loss statement ratio analysis. 

Average gross profits, e.xpressed as percentages 
of the respective average net sales, were slightly 
above 283110  for the m'en's, women's and family chain 
clothing trades and 31.587o for chain shoe stores. 
Total operating expense ratios for the four trades 
were of much the same order. Consequently, the net 
opeiating profit ratios for the first three trades 
showed a narrow range from 2.0 1% for family cloth-
ing to 2.53% and 2.76%  for men's and women's 
clothing, respectively. Shoe stores' net operating 
profit ratio was 5.10%. MIscellaneous expense and 
inccme netted an increase in each instance with the 
resUt that shoe stores obtained a net profit ratio, 
befce deduction of income tax, of 5.16%, women's 
clothing showed 3.07%  and family and men's cloth-
ing ranked lowest with 2.94% and 2.7970respectively. 
The interrelationship of stock turnover rates showed 
women's clothing highest with 5.74, family clothing 
witi, 3.39 and men's clothing and shoe stores with 
2.4S and 2.46, respectively. This is the same inter-
rela:ionship as was ascertained from the 1949 survey 
results. 

S 

Comparison of Main Profit and Loss Items in Chain Clothing Stores 1951 

Item Men's 
clothing 

Women's 
clothing 

Family 
clothing  shne 

29 16 29 
$Average 	net sales 	per firm ................................................................ 977.599 1.233,302 2,094,984 1,072,419 

Numberoffirms ...................................................................................12 

2 .. 49 5.74 3.39 2.46 Rate of stock turnover (times per year) ............................................
Profit and loss data (Percentage of net sales): 

28.75 28.32 28.78 31.58 
26.22 25.56 26.77 26.48 r.et 	operating 	profit ........................................................................ 2.53 2.76 2.01 5.10 

Grossprofit 	...................................................................................... 

0. 28 0.41 1.28 0.19 

Operating expenses .......................................................................... 
OtherIncome 	.................................................................................... 
Miscellaneous expense .................................................................. 0. 02 

.. 

0.10 0.35 0.13 
Net profit before income tax deductioe .................................... 2. 79 

.. 
3.07 2.94 5.16 



OPERATING RESULTS 
OF CHAIN CLOTHING 	STORES 

BY SIZE OF FIRM 
GROSS PROFIT=NET PROFIT -I -SALARIES + OTHER EXPENSES 

1947-1949 -1951 
7. OF NET SALES . OF NET SALES 

- 	MEN'S WOMEN'S 
30 - 

/ 

30 

OTHER 
EXPENSES 

- k SALARIES 

10 ONE 
/ 
/ 1 

i NET PROFIT 
 

194749'51 I94749 SI 	94749'51 	194749'51 19474951 
ALL UNDER 	$300,000 	$1,000,000 ALL 
SIZES $300,000 TO 	AND SIZES 

$999,999 	OVER 

FAMILY 	 SHOES '1 
30 F 	-- -_____ ---- 	- - 30 

I 

I 

20 

947495 1947'49'51 19474951 
UNDER $750,000 ALL 

$750,000 AND SIZES 
OVER 

uce 

0 
1947'49'51 19474951 	194749'51 
UNDER 	$1,000,000 	ALL 

$1,000,000 	AND 	SIZES 
OVER I 



OPERATING RESULTS OF CHAIN CLOTHING STORES 	 I-I 

MEN'S CLOTHING CHAINS 

	

The 12 firms from which reports were received, 	of the firms were incorporated which permitted the 

	

together operated 77 retail outlets in 1951. There 	showing of income tax information for both sales- 

	

was a sufficient number of firms reporting to permit 	size categories. 
a sales-size breakdown of results. A large proportion 

REVIEW OF 1951 OPERATING RESULTS 

Profit and Expense Ratios 

Profit and expense ratios represent portions of 
the average net sales' dollar. With profits and de-
tailed expense items presented in this form, on a 
unit basis, a standard is established. To this 
standard, the operating results of men's clothing 
store chains, irrespective of the number of retail 
outlets, might be compared with a high degree of 
accuracy. 

In 1951, men's clothing store chains obtained a 
gross profit ratio of 28.75 per cent of net sales. 

Operating expense ratiostotalled 26.227o  and reduced 
the gross profit to a net operating profit of 2.53%. 
Gross profit ratios for the firms of both sales-size 
categories were of much the same order as the ratio 
for all firms combined. Firms of the smailercategory, 
however, averaged a slightly larger total operating 
expense ratio and consequently netted a lower net 
operating profit ratio of 1.30%. The second, or 
larger, sales-size group averaged a net operating 
profit of 2.84%. In each instance, miscellaneous ex-
pense and income increased the profit ratios with 
the result that the net profit ratio, before Income tax 
deduction, for all firms combined advanced to 2.79%. 

TABLE 1. Operating Results of Chain Men's Clothing Stores, 1951, by Size of Firm 

Item 

umberof firms ......................................................................... ............. 
flurnber of stores operated .................................................................... 

.  Average net sales per firm .................................................................... $ 
Average cost of goods sold ................................................................... $ 
Average Inventory per firm: 

Beginningof year ................................................................................$ 
Per cent of average net sales ............................................................ 
Endofyear............................................................................. .............$ 
Per cent of average net sales ............................................... ............. 

Stock turnover (times per year).............................................................. 
Profit and loss data (per cent of net sales): 
Grossprofit ................................................................................................ 
Operating expenses: 

Salaries: 
executives........................................................................... ............. 
otheremployees ........................................................................... 

Employees' benefits ............................................................................ 
Occupancy............................................................................................ 
Heat, light and power......................................................................... 
Taxes, licenses ...................................................................- ............. 
Insurance...............................................................................- ............ 
Repairs and maintenance ................................................................ -. 
Depreciation........................................................................................ 
Supplies................................................................................................ 
Advertising.......................................................................................... 
'rravelllng ............................................................................................ 
Communication................................................................................... 
Delivery................................................................................................ 
Baddebt loss ......................................................................... .......... 
Allother expenses .............................................................................. 

Total operating expenses ......................................................... ..........-. 
Netoperating profit ................................................................................ 
Other income: 

Discounts earned ................................................................................ 
Interest earned ................................................................................... 
Bad debts recovered ......................................................................... 
Other...................................................................................................-. 
Total other income ..........................................................................-. 

Miscellaneous expense ......................................................................... 
• Net profit before Income tax deduction ........................................ 

Firms with 1951 sales of 	Total 
Under 	$500,000 	All

Sizes $500,000 	I 	and over 

7 5 12 
30 47 77 

333,917 1,878,754 977,599 
239,879 1,335,884 696,548 
93,248 568,840 291,411 

27.93 30.28 29. 81 
100,252 499,933 266,786 

30.02 26.61 27.29 
2.48 2.50 2.49 

28.16 28.90 28.75 

2.58 2.03 2.14 
11.05 12.15 11.93 
0.17 0.32 0.29 
4.04 3.26 3.41 
0.63 0.42 0.46 
0.35 0.27 0.29 
0.68 0.46 0.50 
0.44 0.16 0.21 
1.02 0.60 0.69 
0.50 1.04 0.94 
2.02 3.39 3.12 
0.38 0.19 0.23 
0.36 0.19 0.22 
0.14 0.18 0.17 
0.20 0.12 0.14 
2.30 1.28 1.48 

26.86 26.06 26.22 
1.30 2.84 2.53 

0.05 0.03 0.03 
0.06 0.01 0.03 
0.01 0.04 0.03 
0.62 0.08 0.19 
0.74 0.16 0.28 
0.11 - 0.02 
1.93 3.00 2.79 
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MERCHANDISING AND SERVICES 

Inventories and Stock Turnover 

Average inventories, expressed as percentages of 
average net sales of all responding firms,decreased 
slightly from 29.81% at the beginning of the year, to 
27.29% at the end of the year. This trend was 
common to the larger sales-size category, but the 
smaller category showed an increase. The rate of 
stock turnover - average of beginning and ending 
inventories divided into cost of goods sold - was 
2.49, a decline from the rate ascertained from the 
1949 survey results. The stock turnover rates of the 
two categories increased with the sales-size. 

IlEorporated Companies 

Comparison of the profit and expense ratios of 
the incorporated firms only, with all firms, indicated 
that the differences in the ratios were negligible. 
Total operating expense ratios were generally larger 
for "incorporated firms" with the result that their 
net profit ratios were slightly below corresponding 
ratios for "all firms". Net profit ratios, before in-
come tax deduction, for the total all sizes category,  

were 2.70% and 2.79% for "incorporated" and "all" 
finns" respectively. Income tax reduced the incor-
porated firms' ratio to 1.425, a decrease of 47/10. 

TABLE 2. Operating Results of incorporated 
Men's Clothing Stores, 1951 

(Items expressed as percentages of net sales) 

item 

Firms with 
sale" 

1951 
of Total 

all 
izes I 

_ 
$500,000 arxl over 

29. 94 29.23 29. 33 
Total operating expenses 29. 88 26. 44 26. 89 
Net operating profit 0.06 2.79 2.44 

1. 24 0.16 0.29 
Miscellaneous expense 0.19 - 0.03 

Gross profit ........................... 

Other income .........................

Net profit before income tax 
1. 11 2. 95 2. 70 deduction ........................... 
0.77 1.36 1.28 Income tax ............................. 

Final net profit ..................... 0.34 1.59 1.42 

Comparison of 1949 and 1951 Operating Results 

The principal operating ratios of the 1949 and 
1951 surveys are summarized in the following table 
for the purpose of comparison. Only nine firms 
reported for the 1949 survey compared to 12 re-
spondents in 1951. Despite the additional firms and 
subsequent additional retail outlets included in the 
1951 tabulations, the average net sales per firm 
showed a slight decline. Ratios, however, tend to 
eliminate this difference and may be used with a 
high degree of reliability when compared with any 
one firm's results irrespective of the number of out-
lets. 

Profit and expense ratios are expressed as per-
centages of average net sales and it Is therefore 
difficult to interpret the ratio changes from one year 
to the next without examining the changes in net 
sales. Because the average net sales figure is an 
average per firm, it is an impractical figure(as such) 
to use for year to year comparative purposes due to 
the distortion by the variation in the number of re-
tail outlets. Therefore, In order to examine the 
change in average net sales together with changes 
in operating ratios, It would be advisable to express 
average net sales as an average per retail outlet. 
Ratios are practically unaffected by this condition, 
therefore sales and operating ratios have a common 
basis which permits direct comparison. That is, be-
cause a profit or expense ratio decreases from one 
year to the next, it does not necessarily mean that 
the profit or expense has decreased. However, be-
cause the ratios are percentages of the respective 
net sales a decrease does mean that the profit or 
expense item did not increase at as great a rate as 
net sales. As an example, if net sales increased 
107o from $1,000,000 in 1949 to $1,100,000 in 1951, 
and rent showed a proportionate increase from 
$5,000 to $5,500, the rent expense ratio would be 
identical for both years. However, if rent remained 
unchanged, or increased less than 1070. the rent 
expense ratio would show a decrease. It Is therefore  

necessary to note changes in net sales in order to 
interpret a change in ratios between two years 
correctly. 

Average net sales per retail outlet in 1951 were 
7.2% below the average ascertained from the 1949 
survey. Therefore, the slight decline in the propor-
tion of gross profit to net sales for 1951, indicates 
that the average gross profit decreased at a slightly 
greater rate than did average net sales. This de-
crease in the gross profit ratio together with a slight 
increase in the total operating expense ratio ac-
counted for the decline in net operating profit from 
3.56 17o in 1949 to 2.537c in 1951. 

TABLE 3. Main Operating Results Items for 
1949 and 1951 Compared 

(Items expressed as percentages of net sales) 

1949 	1951 Item 	I 	I firms) 	(12 firms) 

	

Gross profit ............................. 29. 13 	28. 75 

Operating expenses: 
13.60 14.07 Salaries ................................. 
3.51 3.41 Occupancy 	........................... 

Advertising ........................... 2.99 3.12 
All 	other 	.............................. 5.47 5.62 

Total operating ewenses 	25.57 	26.22 
Net operating profit 	3.56 	2. sa 
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WOMEN'S CLOTHING CHAINS 

S A t utal t l52 retail ut lets 	re operated by the 
women's clothing store firms reporting to this 

.urvey. Operating profit and expense ratios are 
presented for three typical sales-size categories as  

well as total all sizes. In addition, main operating 
ratios, income tax information and final net profits 
are shown for the Incorporated companies. 

REVIEW OF 1951 OPERATING RESULTS 

Profit and Expense Ratios 

Profit and expense ratios represent portions of 
the average net sales' dollar. With profits and de-
tailed expense items expressed In this form, on a 
unit basis, a standard is established. To this 
standard the operating results of women's clothing 
store chains, irrespective of the number of retail 
outlets operated, might be compared with a high 
degree of reliability. 

In 1951 women's clothing store chains obtained 
an average gross profit of 28.32 per cent of average  

net sales. Gross profit ratios for the three sales-
size categories decreased as sales-size increased 
and ranged from 21.. 78% in the largest to 29.66% and 
32.747o in the middle and smallest categories. 
Similarly, total operating expense, which averaged 
25.67o, ranged from 24.337c, in the largest to 28.98% 
and 34.327a in the middle and first categories, re-
spe:tively. The net operating profit ratio for all 
firns combined was 2.767o  but was not typical of 
the profit situation experienced within the sales-
SIZE categories. The first group showed an operating 
loss of 1.58%, whereas the middle and largest cate-
gories showed profits of 0.6870 and 3.45% respec- 

S 

S 

TABLE 4. operating Results of Chain Women's Clothing Stores, 1951, by Size of Firm 

Item 

Firms with 1951 sales of 

$1,000,000 
Total 

Under $300.000 
$300,000 and over Sizes 

12 10 7 	29 
49 95 208 	352 

verage 	net 	sales 	per 	firm 	..............................................................$ 164,577 491,657 4.031. 110 	1,233.302 
erage 	cost of 	goods 	sold 	............................................................$ 110,699 345.957 2,911, 112 	884,008 

verage inventory per firm: 
Beginning 	of year .......................................................................... 	$ 34,693 104,023 405.638 	152,920 
Per cent of average net sales 	.......................... 21.08 21.15 10.06 	12.40 
End 	of 	year 	....................................................................................$ 42.000 97.857 415,469 	155,261 

25. 52 19.90 10. 31 	12.59 
2. 89 3.43 7.09 	5.74 

rout and loss data (per cent of net sal4s): 
ross 	profit ........................................................................................ 32. 74 29.66 27.78 	28.32 
perating expenses: 
Salaries: 

3.97 2.32 1.49 	1.74 

umber 	of 	firms 	..................................................................................... 

11.76 12.33 9.94 	10.42 

uunber of stores operated 	................................................................... 

0. 17 0.20 0.25 	0.23 
8.07 4.50 4.60 	4.75 
0. 99 0.74 0.53 	0.63 

Per 	cent of average net sales 	....................................................... 

0.79 0.52 0.28 	0.35 

Stock turnover (times 	per year) 	....................................................... 

I nsurance .... 	............................................................................... 	... 0.59 0.56 0.22 	0.29 
0. 76 0.57 0.62 	0.62 
0.83 

.... 

0.97 0.88 	0.90 

executives.......................................................................................
other 	employees 	............................................................................. 

0. 76 0.99 1.37 	1.28 

Enployees' 	benefits 	......................................................................... 
Occupancy........................................................................................... 

0. 99 1.70 1.54 	1.54 

Heat, 	light 	and power 	....................................................................... 

0.41 0.50 0.37 	0.39 

Taxes, 	licenses 	................................................................................. 

0.52 0.31 0.38 	0.37 

Repairs and 	maintenance 	.............................................................. 
D epreciation 	....................................................................................... 

0. 51 

..... 

0.62 0.08 	0. 19 

Supplies............................................................................................... 
Advertising 	......................................................................................... 

0. 37 0.09 0.04 	0.06 

Travelling........................................................................................... 
Communication 	................................................................................... 

2.83 2.06 1.69 	1.80 

Delivery............................................................................................... 
Bad 	debt 	loss 	..................................................................................... 
All other 	expenses ............................................................................. 

34.32 2& 98 24.33 	25.56 otal 	overatlng 	expenses .................................................................... 
et 	operating 	profit 	............................ .............................................. (L) 	1.58 0.68 3.45 	2.76 
ther income: 

. 

0.01 
0. 02 

0.35 
0.03 

	

0.21 	0.18 

	

0.02 	0.02 
- - - 	- 

Discounts 	earned ............................................................................. 

0.45 0.59 0.12 	0.21 

Interestearned .................................................................................

Total 	other 	Income ......... ... ............................................................ 0.48 0.67 0.35 	0.41 

Bad debts recovered 	....................................................................... 
other 	................................................................................................. 

- 

... 
0.02 0. 12 	0.10 [scellaneous 	expense ....................................................................... 

Net profit before income tax deduction .................................. ..(14 1. 10 - 	1. 33 3.68 	3.07 

(14 Operating loss. 
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MERChIANDISING AND SERVICES 

tively. Miscellaneous expense and income netted an 
increase to each group which resulted in a net 
profit ratio, before income tax deduction, of 3.07% 
for all firms combined. 

Inventories and Stock Turnover 

Average inventories,expressed as percentages of 
average net sales of all responding firms, showed a 
very slight increase from 12.407,, at the beginning of 
the year, to 12.59% at the end of the year. This 
trend was common to the smallest and largest sales-
size groups, but the middle group showed a slight 
decline. The rate of stock turnover - average of 
beginning and ending inventories divided into cost 
of goods sold - was 5.74, a decrease from the 1949 
rate of 6.09. The rates of the three categories in-
creased with sales-size and ranged from 2.89 to 
3.43 and 7.09. 

Incorputated Companies 

All firms classified in the largest sales-size 
category were incorporated. Only a small proportion 
of the firms in the first category were incorporated; 
therefore this group was omitted from the incorpo-
rated companies' table. Comparison of the profit and 
expense ratios of the incorporated firms only, with 
all firms, indicated that the differences In the ratios  

were negligible. Net  profit before income tax deduc-
tion, expressed as proportions of the respective net 
sales, was 3.2170 and 3.077c for "incorporated 
firms" and "all firms" respectively. Income tax 
reduced the incorporated firms' ratio of 3.21% to a 
final net profit of 1.54%,  a decrease of 52%. 

TABLE 5. Operating Results of incorporated 
Women's Clothing Stores, 1951 

(Items expressed as percentages of net sales) 

Item 

Firms with 1951 
salec nf Total 

all $300,000 $1,000.000 to and over Sizes 

30.08 27.78 28. 16 
Total operating expenses 29.87 24.33 25.26 
Gross profit .........................

Net operating profit 0.21 3.45 2.90 
0.90 0.35 0.42 Other Income .......................

Miscellaneous expense 0.03 0.12 0.11 

Net profit before income 
1.08 3.68 3.21 tax deduction ............... 

Income 	tax 	..........................16 1.94 1.67 

1'inal net profit 	................... 0.92 1.74 1.54 

Comparison of 1949 and 1951 Operating Results 
The principal operating ratios of the 1949 and 

1951 surveys are summarized in the following table 
for the purpose of comparison. Only 23 firms re-
ported in the 1949 survey, compared to 29 respond-
ents in 1951. Despite the additional firms and 
subsequent additional retail outlets included in the 
1951 tabulations, the average net sales per firm 
showed a slight decrease. Ratios, however, tend to 
eliminate this difference and may he used with a 
high degree of reliability when compared with any 
one firm's results irrespective of the number of 
outlets. 

Profit and expense ratios are expressed as per-
centages of average net sales and it is therefore 
difficult to interpret the ratio changes from one year 
to the next without examining the changes in net 
sales. Because the average net sales figure Is an 
average per firm, it is an impractical figure (as such) 
to use for year to year comparative purposes due to 
the distortion by the variation in the number of re-
tail outlets. Therefore, in order to examine the 
change in average net sales together with changes 
in operating ratios, it would be advisable to express 
average net sales as an average per retail outlet. 
Ratios are practically unaffected by this condition, 
therefore sales and operating ratios have a common 
basis which permits direct comparison. That is, be-
cause a profit or expense ratio decreases from one 
year to the next, it does not necessarily mean that 
the profit or expense has decreased. However, be-
cause the ratios are percentages of the respective 
net sales, a decrease does mean that the profit or 
expense item did not increase at as great a rate as 
net sales. As an example, if net sales increased 
10 from $1,000,000 in 1949 to $1,100,000 in 1951, 
and rent showed a proportionate incre,ase from 
$5,000 to $5,500, the rent expense ratio would be  

identical for both years. However, if rent remained 
unchanged, or increased less than 107o , the rent 
expense ratio would show a decrease. It is therefore 
necessary to note changes in net sales in order to  
interpret a change in ratios between two years 
correctly. 

Average net sales per retail outlet in 1951 were 
8.4% below the average ascertained from the 1949 
survey. Therefore the slight decline in the 1951 
gross profit ratios indicates that the average gross 
profit decreased at a slightly greater rate than did 
average net sales. This decrease, together with a 
small gain In the total operating expense ratio, ac-
counted for the decline of the net operating profit 
ratio from 4.087 in 1949 to 2.767o in 1951. 

TABLE 6. MaIn Operating Results Items for 
1949 and 1951 Compared 

(Items expressed as percentages of net sales) 

1949 	I 	1951 Item 	I (23 fIrms) I 	(29 firms) 

Gross profit ............................ I 	29.401 	28.32 

Operating expenses: 
12. 14 12.16 

4.75 
Salaries 	............................... 
Occupancy 	........................... 4.81 

1.54 
7.11 

Advertising 	......................... 1.43 

All 	other ............................... 6.94 

Total operating expenses 25.32 25.56 
Net operating profit 4.08  2, 76 

I 

I 
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FAMILY CLOTHING CHAINS 
tlo. I F fr;, 1ro: ,viO 	rEpors were received, 

together operat*d a total of 106 retail outlets. An 
insufficient number of firms in the smaller sales-
size category were incorporated to permit the 
presentation of income tax information for this 

group. However, all firms in the larger category were 
inccrporated and their income tax deduction and 
finaL net profit ratio are shown at the foot of the 
main operating results table. 

RI:vIEW OF 1951 OPERATPIIG RESULTS 

l'rolit and Expense Ratios 

Profit and expense ratios represent portions of 
the average net sales' dollar. With profits and de-
tailed expense Items expressed in this form, on a 
unit basis, a standard is established. To this 
standard the operating results of family clothing 
chains, irrespective of the number of retail outlets, 
might be compared with a high degree of reliability. 

In 1951, family clothing chain stores obtained an 
average gross profit ratio of 28.78 per cent of aver-
age net sales. The ratios of the smaller and larger  

sales-size categories were slightly above and 
slightly below the average, respectively. Operating 
expe:ise ratios, totalling 26.7770. reduced the aver-
age gross profit to a net operating profit ratio of 
2.01% for all firms combined. Firms in the larger 
sales-size group experienced a greater than average 
total operating expense ratio and netted an operating 
profit of 1.967o. Conversely, the smaller firms 
operated on below average expense ratios and netted 
a higher operating profit ratio of 2.637o. In all in-
stanc?s, miscellaneous expense and income In-
creased the profit ratios to 3.15%, 2.937o and 2.94% 
for the smaller, larger and combined categories, 

TABLE 7. Operating Results of Chain Family Clothing Stores, 1951, by Size of Firm 

Item 
Finns with 1951 sales of Total 

All 
Sizes 

- n er $750,000 
$750,000 and over 

. 11 16 
Number 	of stores 	operated 	...................................................................... 73 106 
Average 	net sales 	per firm .. .................................................................... $ 526 .673 2,007.850 2,094,984 
Average 	cost 	of 	goods 	sold 	....... ............................................................. $ 372,617 2,000,784 1,491,983 
Average inventory per firm: 

}3eginnlng 	of year 	................................................................................$ 113.494 598,451 446,902 

Numberof 	firms 	............................................................................................5 

21.55 21.31 21.33 
End 	of 	year ............................................................................................ $ 123,012 575,083 433,811 

....3 

23. 36 20. 48 20.71 

Per cent of average 	net sales ............................................................... 

14 3.41 3.39 
Per cent of average 	net sales 	............................................................. 

Profit and loss data (per cent of net sales): 
. 

9.25 Gross 	profit 	.............................................................................................. 28.74 28.78 

Stock 	turnover 	(times 	per year) 	........................................................... 3. 

Operating expenses: 
. 

Salaries 
4.09 1.51 1.71 

12. 00 12.92 12.35 
0. 11 0.23 0.22 
4.05 2.98 3.06 
0.69 0,48 0.50 
0.37 0.33 0.33 
0.50 0.46 0.45 

xecutives......................................................................................... .. 

0. 21 0.33 0.33 

Other 	employees 	............................................................................... . 

0.42 0.64 0.62 

Employees' 	benefits 	............................................................................. .. 

0. 58 0.67 0.67 

Occupancy............................................................................................. ..
Ieat , 	light 	and 	power 	........................................................................... .. 

Advertising............................................................................................ 3.24 3.13 

faxes, 	licenses ..................................................................................... . 
Insurance............................................................................................... .. 

0.75 0.44 0.46 

Depreciation ........................................................................................... . 

Communication...................................................................................... 0.42 0.26 0.27 

Supplies................................................................................................. .. 
...1.82 

0.03 0.39 0.37 

Repairs 	and 	maintenance ..................................................................... .. 

Travelling............................................................................................... . 

0.08 

. .. 

0.41 0.39 
Delivery................................................................................................. .. 

Allother 	expenses 	............................................................................... .. 0. 50 1.49 1.41 
Baddebt 	loss ......................................................................................... .. 

Totaloperating expenses ......................................................................... 26.62 26.78 26.77 
2.63 1.96 2.01 

Other income: 
Net 	operating 	profit ................................................................................... 

0.01 0.09 0.09 Discounts 	earned ................................................................................... 
Interestearned....................................................................................... 0.32 0.05 0.07 

0.01 0.32 0.30 Baddebts recovered .............................................................................. 
0.27 0.87 0.82 
0.61 1.33 1.28 
0.09 0.36 0.35 

Other........................................................................................................ 
Total other Income 	................................................................................ 

3.15 2.93 2.94 
Miscellaneous expense ..............................................................................

Net profit before income tax deduction .......................................... 
- 1.44 - Incometax 	.................................................................................................. 

l inal 	net 	profit 	............................................................... ......................... ..- 1.49 - 



1-12 
	

MERCHANDISING AND SERVICES 

respectively. Income tax reduced the profit ratios of 
the larger firms to 1.4970. a decline of 497a. 

Inventories and Stock Turnover 

Average inventories, expressed as percentages of 
average net sales of all responding firms, decreased 
from 21.337o at the beginning of the year, to 20.117o  

at the end of the year. Although this trend was 
common to the firms of the larger sales-size cate-
gory, the ratios of the first category showed an 
increase from 21.557o to 23.36 176. The rate of stock 
turnover - average of beginning and ending inven-
tories divided into cost of goods sold - was 3.39. 
The rate increased directly with sales-size from 
3.14 to 3.41 for the two respective categories. 

Comparison of 1949 and 1951 Operating Results 

The principal operating ratios of the 1949 and 
1951 surveys are summarized in the following table 
for the purpose of comparison. rhere were 15 firms 
which reported for the 1949 survey, compared to 16 
respondents in 1951. This increase in the number of 
firms, together with an increase In the number of re-
tail outlets included in the 1951 tabulations, ac-
counted for the substantial increase in average 
sales. Ratios, however, tend to eliminate this 
difference and may be used with a high degree of 
reliability when compared with any one firm's 
results irrespective of the number of outlets. 

Profit and expense ratios are expressed as per-
centages of average net sales and it is therefore 
difficult to interpret the ratio changes from one year 
to the next without examining the changes in net 
sales. Because the average net sales figure is an 
average per firm, it is an impractical figure(as such) 
to use for year to year comparative purposes due to 
the distortion by the variation In the number of re-
tail outlets. Therefore, in order to examine the 
change in average net sales together with changes 
in operating ratios, it would be advisable to express 
average net sales as an average per retail outlet. 
Ratios are practically unaffected by this condition, 
therefore sales and operating ratios have a common. 
basis which permits direct comparison. That is, be-
cause a profit or expense ratio decreases from one 
year to the next, it does not necessarily mean that 
the profit or expense has decreased. However, be-
cause the ratios are percentages of the respective 
net sales, a decrease does mean that the profit or 
expense item did not increase at as great a rate as 
net sales. As an example, If net sales increased 
10% from $1,000,000 in 1949 to $1,100,000 in 1951, 
and rent showed a proportionate increase from 
$5,000 to $5,500, the rent expense ratio would be 
identical for both years. However, if rent remained 
unchanged, or increased less than 10%. the rent 
expense ratio would show a decrease. It is therefore  

necessary to note changes in net sales in order to 
Interpret a change in ratios between two years 
correctly. 

Average net sales per retail outlet in 1951 were 
approximately a third greater than the average as-
certained from the 1949 survey. Therefore the slight 
decrease in the 1951 gross profit ratio indicates 
that the average gross profit increased at a slightly 
smaller rate than did average net sales. A smaller 
decrease occurred in the total operating expense 
ratio, resulting in a net operating profit ratio of al-
most a third below that of 1949. Because the ratio 
decreased at approximately the same rate as net 
sales increased, it may be deduced that the average 
dollar value of operating profits for both years were 
of the same order. 

TABLE 8. Main Operating Results Items for 
1949 and 1951 Compared 

(Items expressed as percentages of net sales) 

	

I 	I 1949 	1951 Item 	I (15 firms) 	(16 firm- 

% 	I 	% 

	

Gross profit ............................ I 	30.231 	28. 78 

Operating expenses: 

	

Salaries ............................... 14.98 	14. 56 

	

Occupancy ........................... 2.I'T 	3.06 

	

Advertising ......................... 2.86 	3.13 

	

All other .............................. . 6.97 	6.02 

	

Total operating expenses 	27.58 	26.77 
Net operating profit 	2,65 	2.01 
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SHOE STORE CHAINS 
A total of 541 rtaiI citi s wr 	perated by the 
ihoe store chains reporting to this survey. Oper-

ioing profit and expense ratios are presented for 
two typical sales-size categories as well as total  

all sizes. In addition, main operating ratios, income 
tax deductions and final net profit ratios are shown 
for the incorporated companies. 

REVIEW OF 1951 OPERATING RESULTS 

Profit and Expense Ratios 

Profit and expense ratios represent portions of 
the average net sales' dollar. With profits and ex-
pense items expressed in this form, on a unit basis, 
a standard is established. To this standard the 
operating results of chain shoe stores, irrespective 
of the number of retail outlets, might be compared 
with a high degree of accuracy. In 1951 shoe store 
chains obtained an average gross profit of 31.58 per 
cent of average net sales. Gross profit ratios for 
the two categories were 30.497o and 31.87 increas-
ing with sales-size. Conversely, total operating  

expenses which averaged 26.487o, were 28.127o In 
the smaller category and 26.067o in the larger cate-
gory. Consequently the firms in the larger sales-size 
group, having the larger gross profit and smaller 
operating expense ratios, netted a substantially 
grew;er operating profit ratio of 5.817,. Miscellaneous 
expense and income netted an increase to the oper-
atini: profit ratios of the smaller and total all firms 
categories resulting in respective net profit ratios, 
befe income tax deduction, of 2.7270  and  5.1670. 
The larger sales-size group showed a net profit 
ratio, before deduction of income tax, of 5.807o. 

TABLE 9. Operating Results of Ctain Shoe Stores, 1951, b y Size of Firm 

Firms with 1951 sales of 
Total 

Item 	 All 
Under 	$1 1 000,000 	Sizes 

$1,000,000 	and over 

r1 	stjr, 	jei 	itci 	...................................................................... 
\ virage net sales per firm ................................ ...................................... $ 

.'t trage cost of goods sold ....................................................................$ 
Average inventory per firm: 

Beginningof year ................................................................................$ 
Per cent of average net sales ............................................................. 
Endof year............................................................................................$ 
Per cent of average net sales ............................................................ 
Stock turnover (times per year) .......................................................... 

Profit and loss data (per cent of net sales): 
Grossprofit .............................................................................................. 
Operating expenses: 

Salaries: 
executives........................................................................................ 
otheremployees ................................................................................ 

Employees' benefits  ............................................................................ 
Occupancy............................................................................................ 
Heat, light and power .......................................................................... 
Taxes, licenses .................................................................................... 
Insurance.............................................................................................. 
Repairs and maintenance .................................................................... 
Depreciation.......................................................................................... 
Supplies................................................................................................ 
Advertising............................................................................................ 
Travelling.............................................................................................. 
Communication...................................................................................... 
Delivery................................................................................................ 
Baddebt loss........................................................................................ 
All other expenses .............................................................................. 

Total operating expenses ............................................................. 

t operating profit ................................................................................. 
r income ............................................................................................ 

aneousexpense ............................................................................ 

\'t profit before Income tax deduction ........................................ 

19 10 29 
154 337 541 

340,311 2,463,430 1,072,419 
236,545 1,678,364 733,730 

101,605 640,995 287,601 
29.86 26.02 26.82 

107,739 694,295 309,999 
31.66 28.18 28.91 

2.26 2.51 2.46 

30.49 31.87 31.58 

3.02 1.41 1.75 
12.27 13.01 12.86 
0.15 0.14 0.13 
4.53 4.513 4.57 
0.75 0.75 0.75 
0.53 0.48 0.49 
0.48 0.37 0.39 
0.37 0.20 0.23 
0.74 0.64 0.66 
0,58 0.74 0.70 
1.40 1.59 1.55 
0,33 0.32 0.32 
0.33 0.21 0,23 
0.31 0.22 0.24 

- 0.01 0.01 
2.33 1.39 1.60 

28. 12 26.06 26.48 

2.37 5.81 5.10 
0.35 0.14 0.19 
- 0.15 0.13 

2.72 5.80 5.16 
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Inventories and Stock Turnover 

Average inventories, expressed as percentages of 
average net sales of all responding firms, increased 
slightly from 26.827o at the beginning of the year, to 
28.9 1% at the end of the year. This trend was 
common to both sales-size categories. The rate of 
stock turnover - average of beginning and ending 
Inventories divided into cost of goods sold - was 
2.46, a very slight increase over the 1949 rate of 
2.41. The rates for the two categories increased 
with sales-size. 

Incorporated Companies, 1951 

Comparison of the profit and expense ratios of 
the incorporated firms only, with all firms, indicated 
the incorporated firms obtained slightly higher 
profits. Net  profit before income tax deduction, ex-
pressed as proportions of the respective net sales, 
were 5.520/c and 5.16% for "incorporated firms" and 
"all firms" respectively. Income tax reduced the 
Incorporated firms' ratio of 5.527o to 2.897o. a de-
crease of 4870. 

TABLE 10. Operating Results of Incorporated 
Shoe Stores, 1951 

(Items expressed as percentages of net sales 

Firms with 1951 
sales of 	Tut I 

Item 	Under 	 all 
Sizes $1,000,000l and over 

29. 72 32.40 31. 97 
Total operating expenses 27. 17 26. 32 26. 46 
Net operating profit 2.55 6.08 5.51 

Gross profit ......................... 

Other income ....................... 0.37 0.12 0.16 
Miscellaneous expense - 0.18 0.15 

Net profit before income 
tax deduction .............. 2. 92 6.02 5.52 

1. 08 
. 

2.93 2.63 Income 	tax 	........................... 
Final net profit ................... 1.84 3.09 2.89 

Comparison of 1949 and 1951 Operating Results 

The principal operating ratios of the 1949 and 
1951 surveys are summarized In the following table 
for comparative purposes. Only 23 firms reported in 
the 1949 survey compared to29 respondents In 1951. 
The number of retail outlets operated by these firms 
was497 and 541 respectively. That is,the additional 
firms in 1951 represent an increase of 26%. whereas 
the corresponding additional outlets operated, only 
represent a gain of nine per cent. The disparity re-
sulting from these additional smaller firms was 
sufficient to cause a decrease In average net sales 
per firm, and an Increase in average sales per retail 
outlet. Ratios, however, tend to eliminate this 
difference and may be used with a high degree of 
reliability when compared with any one firm's re-
suits irrespective of the number of outlets. 

Profit and expense ratios are expressed as per-
centages of average net sales and it is therefore 
difficult to interpret the ratio changes from one year 
to the next without examining the changes In net 
sales. Because the average net sales figuse Is an 
average per firm, it is an impractical figure (as such) 
to use for year to year comparative purposes due to 
the distortion by the variation In the number of 
retail outlets. Therefore, in order to examine the 
change in average net sales together with changes 
in operating ratios, It would be advisable to express 
average net sales as an average per retail outlet. 
Ratios are practically unaffected by this condition, 
therefore sales and operating ratios have a common 
basis which permits direct comparison. That is, 
because a profit or expense ratio decreases from 
one year to the next, it does not necessarily mean 
that the profit or expense has decreased. However, 
because the ratios are percentages of the respective 
net sales, a decrease does mean that the profit or 
expense Item did not increase at as great a rate as 
net sales. As an example, if net sales increased 
10% from $1,000,000 in 1949 to $1,100,000 In 1951, 
and rent showed a proportionate increase from  

$5,000 to $5,500, the rent expense ratio would be 
identical for both years. However, if rent remained 
unchanged, or increased less than 107o. the rent 
expense ratio would show a decrease. It is therefnr 
necessary to note changes in net sales in order 1) 
Interpret a change in ratios between two years 
correctly. 

Average net saies per retail outlet In 1951 were 
2.7% greater than the average ascertained from the 
1949 survey. Therefore the slight Increase in the 
1951 gross profit ratio indicates that the average 
gross profit increased at a greater rate than did 
average net sales. A smaller Increase occurred in 
the total operating expense ratio, resulting in a 
slight gain in the net operating profit ratio from 
4.937o  in 1949 to 5.10 176 in 1951. 

TARLEIl. Main Operating Results Items for 
1949 and 1951 Compared 

(Items expressed as percentages of net sales) 

Item 	I 	1949 	I 	1951 
I (23 fIrms) I (29 firms) 

% 	I 

	

Gross profit ............................ I 	30.781 	31.58 

Operating expenses: 
Salaries ................................ 14.71 14.61 . 

4.68 4.57 Occupancy 	........................... 
Advertising .......................... .1.45 1.55 
All 	other 	............................. 5 .01 5.75 

Total operatingexpenses 	25.85 	26. 4. 
Net operating profit 	4.93 1 	5.11) 
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