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NOTICE

The annual reports prepared by the Industry and Merchandising Division of the
Bureau of Statistics are divided into 4 volumes, as follows: Volume I—The Primary
Industries, including mining, forestry and fisheries; Volume II — Manufacturing; Volume Il —
Construction; Volume IV — Merchandising and Services.

Volume IV consists of the following parts with individual trade reports listed under
each:

Part I — Wholesale Statistics

A —Wholesale Trade, 25¢.

B ~Operating Results of Food Wholesalers, 25¢.

C —Operating Results of Dry Goods, Piece Goods, and Footwear
Wholesalers, 25¢.

D — Operating Results of Miscellaneous Wholesalers, (Automotive
parts and accessories, drugs, hardware, plumbing and heating
equipment), 25¢.

Part II — Retail Statistics

E —General Review, 25¢.
F —Retail Trade, 25¢.
G —Retail Chain Stores, 25¢.
H —Operating Results of Chain Food Stores, 25¢.
I — Operating Results of Chain Clothing Stores, 25¢.
J —=Operating Results of Miscellaneous Chain Stores (variety,
drug, furniture), 25¢.
*K — Operating Results of Retail Food Stores, 25¢.
*[, — Operating Results of Retail Clothing Stores, 25¢.
*M— Operating Results of Retail Hardware, Furniture, Appliance
and Radlo Stores, 25¢.
*N —Operating Results of Filling Stations and Garages, 25¢.
*O— Operating Results of Miscellaneous Retail Stores, 25¢.
P — Retail Consumer Credit, 25¢.

Part III — Service and Special Fields

Q-—Laundries, Cleaners and Dryers, 25¢.

R —Motion Picture Theatres, Exhibitors, and Distributors, 254.
s—Hotels, 25¢. ”
T —Sales Financing, 25¢.

U —Farm Implement and Equipment Sales, 25¢.

v —New Motor Vehicle Sales and Motor Vehicle Financing 25¢.
w— Advertising Agencies (Memorandum) 25¢.

The reports are punched to permit of filing in a ring binder.

* Biennial reports — not issued far 1951.
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OPERATING RESULTS — LIST OF REPORTS

WHOLESALE TRADE (1947, 1949 and 1951)
1. Food Wholesalers.
2. Dry Goods, Piece Goods and Footwear Wholesalers.

3. Miscellaneous Wholesalers (automotive equipment, drugs, hardware, heating

and plumbing supplies).

INDEPENDENT RETAIL STORES (1944, 1945, 1946, 1948 and 1950)
1. Food Stores.

Clothing Stores.

Hardware, Furniture, Household Appliance and Radio Stores.

Filling Stations and Garages.

el 1520 S

and tobacco stores).

RETAIL. CHAIN STORES (1947, 1949 and 1951)
1. Food Stores.
2. Clothing Stores.
3. Miscellaneous Stores (variety, drugs and furniture).

Miscellaneous Stores (country general, restaurants, fuel, drugs, jewellery






OPERATING RESULTS OF CHAIN CLOTHING STORES

1951
INTRODUCTION

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.

Content — 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 unincorpo-
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 de-

preciation on ownedreal estate used in the business,
together with rental expense on rented premises.
Similarly ‘‘delivery expense'’ includes salaries, in-
suriance, 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
infcrmation 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
show comparative results for 1949 and 1951. The
charts show the gross profit components for 1947,
1943 and 1951 by suitable sales-size classifications
for 2ach trade,

SUMMARY OF 1951 OPERATING RESULTS BY TRADES

The principal operating results figures for the
chain clothing store business are summarized in the
following table. In analyzing the results of an in-
dividual chain clothing company, reference should
hae made to the detailed tables in the appropriate
section of this bulletin, In these sections (men’s,
women’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, expressed as percentages
of the respective average net sales, were slightly
ahove 287% for the men’s, women’s and family chain
clothing trades and 31.58% for chain shoe stores.
Total operating expense ratios for the four trades
were of much the same order, Consequently, the net
operating profit ratios for the first three trades
showed a narrow range from 2.01% 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
result that shoe stores obtained a net profit ratio,
befcre deduction of income tax, of 5.16%, women’s
clothing showed 3.07% and family and men’s cloth-
ing ranked lowest with2.94% and 2.79%respectively.
The interrelationship of stock turnover rates showed
women’s clothing highest with 5.74, family clothing
with 3.39 and men's clothing and shoe stores with
2.4¢ and 2.46, respectively. This is the same inter-
relationship as was ascertained from the 1949 survey
results.

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

Men’s Women's Family
Item clothing clothing clothing Sl

Nufberiof CIRMENRN . | el B el 12 29 16 29

Average net sales per firm ........ e e e 2 e omen s m e Vi $ 977,599 1,233,302 2,094,984 | 1,072,419

Rate of stock turnover (times per Year) .......c..occeovvceeeevinaerernennens 2. 49 5. 74 3.39 2.46
Profit and loss data (Percentage of net sales):

(@it Tivef TR ¢ S, S S0 SRR . SUSSA 28.73 28.32 28.78 31.58

Operating expenses .. - 26.22 25. 56 26. 17 26. 48

Ivet operating profit.........cccvvnenee, 2358 2.76 2.01 5.10

Other income ................. 0.28 0.41 1.28 0.19

Miscellaneous expense ..........ccccceeerneeennen 0. 02 0.10 0. 35 0.13

Net profit before income tax deduction ............c.cccreeecvinneenns 2.79 3. 07 2.94 5.16




OPERATING RESULTS

OF CHAIN CLOTHING STORES
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OPERATING RESULTS OF CHAIN CLOTHING STORES I-7

MEN’S CLOTHING CHAINS

The 12 firms from which reports were received,
together operated 77 retail outlets in 1951. There
was a sufficient number of firms reporting to permit
a sales-size breakdown of results, A large proportion

of the firms were incorporated which permitted the
showing of income tax information for both sales-
size categories.

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 ratios totalled 26.22% 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 smaller category,
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

i Firms with 1951 sales of Txﬁu
em
Under $500,000
$500,000 and over Sizes
© G GRS S O 0 . SR i 5 12
S CCTEGH SCOTESROPBEALE ..i.iueseinctresevssnassorvasssorasaesmasssessssensrnsivagoatbonss 30 47 i/
Average net sales per firm ... o 333,917 1, 878, 754 977, 599
RGNS CoSLIOICZOGAR SOLAR.......... o eenerurachoeeboras dach s otod s desmns bamesone $ 239, 879 1, 335, 884 696, 548
Average inventory per firm:
B ERDINE OTVBATE. . . i oo oo T it eecnecasenvmmes shavsssobade aier bitinca sasansaste 93, 248 568, 840 291, 411
Per cent of average net sales .. 27.93 30. 28 29. 81
VgL By (TS o o S 100, 252 499, 933 266, 786
Per cent of average net sales ...... 302 26. 61 27. 29
Stock tUINOVET (LAMeS POI YEAT)......cccvvveeeererrseeeeisones semmamnrerncesoeseseassrnsses 2. 48 2. 50 2. 49
Profit and loss data (per cent of net sales):
Gross profit ... 28.16 28 90 28. 73
Operating expenses:
Salaries:
R ITTERT T R, S S D SISO U S S SV 2. 58 2.03 2. 14
other employees ... L 11.05 ¥2: 15 11.93
Employees’ benefits .. 0. 17 0. 32 0.29
oceupancy .........occoeeeeee. 4.04 3. 26 3. 41
HIER PSRRI ATIHARPOWET. .. ....ocoo b .. 55585 nasse siseevos coenos eomsaosansToremere 0.63 0. 42 0. 46
TAXESIMEBENERS ............c0000eeereerernessseesasonss oo ieneerseeeanessmaeoes 0. 35 0. 27 0. 29
TEQSITTR: 011 5 T, Sy e e I eyt 10,0 S S O 0. 68 0. 46 0. 50
Repairs and maintenance, 0. 44 0. 16 0. 21
Depreciation” . ... ...........co.... 1702 0. 60 0. 69
Supplies ........... 0. 50 1. 04 0.94
Advertising .. 2.02 3. 39 3.12
Travelling 0. 38 0.19 0.23
Communication 0. 36 0. 19 022
Dellvery ......... 0.14 0.18 0.17
IEEMARRIRIOSEL 5 ............ L.l eesl o esae ser et bammasasoarstssasnentsss s sesibessme 0.20 0.12 0.14
CONRE IR CXPRISES ..\, .. crov.ounirss s ooses irosbats B auns Sins o4 e ss o5t sshe 55T s 38ne o0 es 2. 30 1. 28 1. 48
Total operating exXpensSes ...............cccccivieiviineisriiieniermivecssrarsrisssonms 26. 86 26. 06 26. 22
INEHODEEAUENE PEOMLET ... o.x...... 5o 5 cessminasanrasonsarnns srosorssrsesangtorsssss ossnssnsss 1.30 2. 84 2.33
Other income:
IREEORUERERENPER! 1. L1 .. ... L. e ot smmonssss bissussastns afonnesasvasss 0. 05 0.03 0. 03
R R HEREHEHE L. ... e oiteseiee e Eohuna csansess ousaansmatanes daeseensvsasoras sigths oase 0. 06 0.01 0.03
Bad debts recovered .... . 0.01 0. 04 0.03
e S S s 0.62 0.08 0.19
Ol TOTHEE INCOME. . .c..ooreerererersiseiensrervesssisiommtsbonssssmsanessasssnsnesesentons 0.74 0. 16 0. 28
Miscellaneous expense ... ’ 0D - 0.02
. Net profit before income tax deduction ...................cccoeveeeeerivnnnns 1.93 3. 00 2.79




I-8 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,

Incorporated 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"’
firms'’ respectively. Income tax reduced the incor-
porated firms’ ratio to 1.42%, a decrease of 47%.

TABLE 2. Operaiing KResults of Iucorporated
Men’'s Clothing Stores, 1951

(Items expressed as percentages of net sales)

Firms with 1951
| Total
el Under | $500,000 | ol
$500,000 | and over

Gross profit .. 3 29. 9% 29.23 | 29.33
Total operating expenses 3 29.88 26.44 | 26.89

Net operating profit . 0. 06 2.79 2.44
Other income .. 1. .24 0.16| 0.29
Miscellaneous expense 0.19 - 0.03
Net profit before income tax

deduction .. corme o - 31l 295 270
INCOmMentas 5 el A . no bl 0. 12 15385 1.28
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
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
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 witha slight
increase in the total operating expense ratio ac-
counted for the decline in net operating profit from
3.56% in 1949 to 2.53% in 1951,

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

(Items expressed as percentages of net sales)

1949 1951
Item (9 firms) | (12 firms)
% %

Gross profit ......ccccvainennaneene 29.13 28.75
Operating expenses:

Salapieay t k.. el Al 13.60 14.07

Occupancy 3.51 3.41

Advertising 2.99 aL 12

AL OUIEEY: 5. te-e- a5 55 e avroste oass 5.47 5.62

Total operating expenses 25. 57 26. 22

Net operating profit ........ 3.56 2,58




OPERATING RESULTS OF CHAIN CLOTHING STORES

WOMEN’S CLOTHING CHAINS

A total of 352 retail outlets were operated by the
29 women's clothing store firms reporting to this
survey. 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 19351 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 27.78% in the largest to 29.66% and
32.714% in the middle and smallest categories.
Similarly, total operating expense, which averaged
25.%6%, ranged frora 24.33% in the largest to 28.98%
and 34.32% in the middle and first categories, re-
spectively. The net operating profit ratio for all
firms combined was 2.76% hut 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 0.68% and 3.45% respec-

TABLE 4. Operating Results of Chain Women’s Clothing Stores, 1951, by Size of Firm

Item

Number of firms
Number of stores operated .....
Average net sales per firm .....
Average cost of goods sold
Average inventory per firm:

R URIE DERYBAIN. .1l ... .eccve s vemnenensssssbssssnssiesbns sosrsssssnssotecsan

Per cent of average net sales ..
BN QIR 5 o a3
Per cent of average net sales ..
Stock turnover (timnes per year) ...

Profit and loss data (per cent of net salés):

(o, g LT R = S S0 e SRS

Operating expenses:
Salaries:

L e S S A URROUPI U SR GREP A, b

other employees _.......
Employees’ benefits ...
OCCcupancy .......cecovvvvnennen.
Heat, light and power ...
Taxes, licenses
IRSUEAREE .. ... - B
Repairs and maintenance .,
Depreciation
Supplies ..........
Advertising ....
Travelling ............
Communication ...
Defivery ................
Bad debt loss .........

ANNGUIERCXDENBES ...............ccoceeivcecmeneicsseersarimnenisssssssenssasas

Total operating expenses

N ODERATINEDIOMILE...............ooeeereeicn crerrnrrenenesisnssassraeratbassnrons

Other income:
Discounts earned
Interest earned
Bad debts recovered
7Y
Total other income .....

Miscellaneous expense

Net profit before income tax deduction..........................

Fimms with 195} sales of
Total
Under [ $300:000 | 5 090,000 | g ALL
$300,000 $999,999 and over
....... 10 N2 7 29
49 95 208 352
164, 577 491,857 | 4,031, 110 | 1,233,302
....... 110, 699 345, 957 | 2,911,112 884, 008
....... $ 34, 693 104, 023 405, 638 152, 920
1 21.08 21. 15 10. 06 12.40
¥ 42, 000 97,857 415, 469 155, 261
25. 52 | 19. 90 10. 31 12. 59
...... 2.89 3. 43 7.09 5. 74
....... 32. 14 29. 66 27.78 28.32
....... 3.97 2438 1. 49 1.74
11.76 12.33 9. 94 10. 42
0.17 0.20 0.25 0. 23
8.07 4.50 4. 60 4.75
0.99 0.74 0. 53 0.63
...... 0.79 | 0.52 0. 28 0.35
..... 0.59 | 0.56 0. 22 0. 29
...... 0.76 | 0..51 0.62 0.62
0.83 | 0.97 0.88 0. 90
0. 76 0. 99 1. 37 1. 28
0. 99 1.70 1.54 1. 54
0. 41 0.50 0.37 0.39
0.52 a. 31 0. 38 0.37
0.51 | 0.62 0.08 | 0.19
o, 3 0.09 0.04 | 0.06
....... 2.83 i 2. 06 1.69 | 1. 80
....... 34,32 28,98 24.33 25,56
........ (L) 1.38 0. 68 3.45 ] 2.76
....... 0.01 0.95 0. 21 | 0. 18
0. 02 0.03 0.02 0.02
0.45 0.59 0.12 | 0.21
0. 48 0.67 0.35 | 0.41
....... - 0.02 0.12 | 0. 10
------- (1) 1.10 1.33 3.68] 3.07

(L) Operating loss.



I-10 MERCHANDISING 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.

Incorporated 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 3.21% and 3.07% 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)

Firms with 1951

sales of Toﬂil
Item $300,000 a
to 58.1;1(502;08:) Sizes
$999,999

Grossiprofitl " 5. -............. 30.08 27. 78| 28.16
Total operating expenses.. 29.87 24.33 25. 26
Net operating profit .......... Ok 24l 3.45 2-90
Other income ......ccceerevennnnee 0.90 035 0.42
Miscellaneous expense ... 0.03 0.12 0.11

Net profit before income
tax deduction............. 1.08 3. 68 3. 21

16 1. 94 1. 67
0.921 1.74 1.54

Income tax ............ .
Final net profit .................

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
105 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 107, 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 4.08% in 1949 to 2.76% in 1951,

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

(Items expressed as percentages of net sales)

1949 1951
Rep (23 firms) | (29 firms)
% %
Gross profit ............cccocecemmnenee 29.40 28.32
Operating expenses:
Salanies M. .5 8 ... 12.14 12.16
QCCUPANCY .o.oceveiermmnsvmereranes 4.81 4.75
Advertising ....-ccccerreimieianes 1.43 1. 54
AN TORERE. s e oo 6. 94 1L
Total operating expenses 25.32 25. 56
Net operating profit ...... 1,08 2,76
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FAMILY CLOTHING CHAINS

Tha 16 firms, free whigh reports were received,
logether operated 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
fina! net profit ratio are shown at the foot of the
main operating results table,

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 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
expense ratios, totalling 26.77%, reduced the aver-
age zross profit to a net operatlng profit ratio of
2.019; for all firms combined. Fiirms in the larger
sales-size group experienced a greater than average
total operating expense ratio and netted an operating
profit of 1.96%. Conversely, the smaller firms
operated on below average expense ratios and netted
a higher operating profit ratio of 2.63%. In all in-
stanc2s, miscellaneous expense and income in-
creased the profit ratios to 3,15%, 2.93% and 2.94%
for the smaller, larger and combined categories,

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

Firms with 1951 sales of Total
noe Under $750,000 o
$750,000 and over
Number of firms .. 5 151 16
Number of stores operated 33 B 106
Average net sales per firm,. ... ANs 526, 673 2,807,850 2,094, 984
Average cost of goods | S Pt A S Y e 3125681 2,000, 784 1,491,983
Average inventory per firm:
Beginning of year ........... 8 113,494 598, 451 446, 902
Per cent of average net sales .. 211, 55 21a 3l 21,33
EGEOIEVEREN . ... it ctaeerenae o $ 123, 012 575,083 433,011
Per cent of average net sales 23. 356 20. 48 20. 71
Stock turnover (times per year) 3.14 3.41 3.39
Profit and loss data (per cent of net sales):
(o T 0 o i el S SN SRR - SRS S ORI, JSS RO 29.23 28.74 28.78
Operating expenses.
Salaries:
IR BIRIAISH | B0 . oyoavise o oressstioss oostonssasens Sayassanns pososs agss svavassshn ss ravarease 4,09 1. 51 1.7
Other employees ... 12. 00 12. 92 12. 85
Employees’ benefits .. (i 8\l 0828 0.22
Occupancy ..... 4.05 2. 98 3. 06
deat, light and power 0.69 0.48 0.50
raxes licenses .. 9 0. 37 0.33 033
Insigamee 2.0k, 0.50 0.46 0. 45
Repairs and maintenance .... 0.21 0.33 0.33
Depreciation .......cccccoieeeeeens 0. 42 0. 64 0.62
Supplies ........ 0. 58 0.67 0. 67
Advertising. 182 3.24 3.13
Travelling........... 0. 75 0. 44 0.46
Conumunication., 0.42 0. 26 L 24
Delivety ........... 0.03 0: 39 0537
Bad debt loss .... 0.08 0. 41 0. 39
N G CMBEAIS LS -k, o 0.1+ 0. E¥agolar s3ise sETatonsvasaRuheEm  SidsneoTans s oo s seFaranan upess 0: 50 1.49 1. 41
‘t'otal operating expenses .............. 26.62 26.78 26,77
NN DO AN DED IR oo 2. (. 55500 soosBasss sbanssonnasbnsasatsons asunans foroa ssssssssonse 2.63 1.96 2,01
Other income:
IR IR BATNEOIE . o . .. oo, o s e oo scanabahananaas BHs avas sonssaauonanis susanmarns 0.0} 0.09 0.09
Interest earned ............ 0.32 0.05 0.07
Bad debts recovered .. 0.01 0. 32 0. 30
(O 7o o S A 0.27 0. 87 0.82
‘Total other income .... 0. 61 15388 1.28
Miscellaneous expense .. 0.09 0. 36 0. 35
Net profit before income tax deducuon ........................................ 3.15 2.93 2.94
LR RGMERT AR . Jorvees Fothuaree s e sesassssatnnosenssnsasesssase - 1. 44 -
B T Bl a0 o=+ $45958 5008 or seos dsvo an Shaneshadh o Fhinssivoe Sosmansnusse - 1.49 —
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respectively. Income tax reduced the profit ratios of
the larger firms to 1.49%, a decline of 49%.

Inventories and Stock Turnover

Average inventories, expressed as percentages of
average net sales of all responding firms, decreased
from 21.33% at the beginning of the year, to 20.11%

AND SERVICES

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 21.55% to 23.36%. 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. There 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 ltem 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 &8 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)

1949 1951
Kem (15 firms) | (16 firms)
% %

Gross profit .........cccoceeiiiieniannn 30. 23 28.78
Operating expenses:

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

Occupancy 2-79 3.06

Advertising ... 2.86 i ]

Allfather. ..l ....ccccomeomsons 6.97 6.02

Total operating expenses 27.58 26. 117

Net operating profit ........ 2,65 2.01
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SHOE STORE CHAINS

A total of 511 retail cutisls were operated by the
25 shoe store chains reporting to this survey, Oper-
ating 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 30.49% and 31.87%, increas~
ing with sales-size. Conversely, total operating

expenses which averaged 26.48%, were 28.12% in
the smaller category and 26.065 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
grea.er operating profit ratio of 5.81%. Miscellaneous
expense and income netted an increase to the oper-
ating profit ratios of the smaller and total all firms
categories resulting in respective net profit ratios,
before income tax deduction, of 2.72% and 5.16%.
The larger sales-size group showed a net profit
ratio, before deduction of income tax, of 5.80%.

TABLE 9. Operating Results of CLain Shoe Stores, 1951, by Size of Firm

Firms with 1951 sales of
Total
Item All
Under $1,000,000 Sizes
$1,000,000 and over
B I oo i) b i 19 10 29
Buabar ol stored operatad 154 | 337 541
Average net sales per firm ... 340; 341 1 2,463, 430 1,072,419
Average cost of goods sold 236, 545 | 1,678, 384 733,730
Average inventory per firm:
TR O ERI K. . ... .. ... i ueeiurosossnonasssaseessonssrsnssosberbebtobacestnseemens $ 101, 6035 640, 995 2817, 601
Per cent of average net sales ., 29.86 26.02 26,82
SHONGEYBAD. ... ... ...0c0i0eennns I 107,739 694, 295 309, 999
Per cent of average net sales . 3 31.66 28. 18 28. 91
Stock turnover (imes Per Year) ..........cc.ivviireimiisicesossrersianasorsssssnss 2. 26 2,01 2.46
Profit and loss data (per cent of net sales):
s e T A I I PSS 18, | e S 30.49 31. 87 31.58
Operating expenses:
Salaries:
okt s TR R R S SN e U Y 3..02 .41 1.75
other employees ... 1.2 20 13. 01 12,86
Employees® benefits . 0.15 0. 14 (T3S
Geccupaney ... L...4...4.0. 1 4358 4.58 4.57
Heat, light and power ... 0.75 0.75 0.75
Taxes, licenses...... 0. 53 0.48 0. 49
Insurance ........ 0. 48 037 0. 39
Repairs and mai 09311 0. 20 0.23
RN | BB B e ivttisn ihbomneee o sons Hebnss hBhsnasae s srsosesentonaonnns 0. 74 0.64 0. 66
ST R e . (i R N N S SR oes RO 0. 58 0.74 0.70
JNET T R N T o R OO 1. 40 1. 59 1. 55
A BT N Rt N L A e U SR 0,33 0. 32 0, 32
O R R R v 5. .- s v oo emoe smeis oo osisanse osanios s eiTsn sbunonnsinsbeasnsosbnssessvernes 0. 33 0. 21 0, 23
Delivery ............ o 0. 31 (1 0. 24
B e 1T N N W (R s - 0. 01 0. 01
AVTLTR 07 CRaT IR S S Nt e 2 a8 1. 39 1. 60
Total OPeraling eXPeNSEeS ......c..cocvverrvieriieeieeieriieerreeneteeesesssesesae s saereen 28.12 26. 06 26. 48
N REIALINE DEOIIE .- -'or .o ctoteeorcoensonaossonasmmtssssraransasssssoniTontos sommstenstsan 2.37 5. 81 5. 10
Diher income ... 0.35 0. 14 0. 19
BISGOAIANECOUS EXDENSE - ..c.cuerneerecnirrerersisnesessissesasanissnaionrensasasresssossasensns = 0. 15 0.13
Net profit before income tax deduction ...............cccooiiiiiinnn 2y 12 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 26.82% at the beginning of the year, to
28.91% 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

Coniparison 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 5.52% and 5.16% for “‘incorporated firms*’ and
*‘all firms'' respectively. Income tax reduced the
incorporated firms’ ratio of 5.52% to 2.89%, a de-
crease of 48%.

MERCHANDISING AND SERVICES

TABLE 10. Operating Results of Incorporated
Shoe Stores, 1951

(Items éxpressed as percentages of net sales)

Firms with 1951

|~ saleSNofi N | Total
Item ls all

Under 1,000,000 ¢izaq

$1,000,000| and over
Gross profit .......ocovveevrienen.s 29. 72 32.40| 3L.97
Total operating expenses .. 201 26.32] 28.46
Net operating profit .......... 2. 55 6. 08 5.51
Other iNCOME ...........550 00000 0: 37 0% 13 0.16
Miscellaneous expense...... = 0.18 0.15

Net profit before income

tax deduction.............. 2. 92 6.02| 5.52
Income tax 1.08 2,93 2.63
Final net profit ..........._...... 1.84 3.09 2.89

Comparison of 1949 and 1931 Operating Resuits

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 to 29 respondents in 1951,
The number of retail outlets operated by these firms
was 497 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-
sults 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
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 10%, the rent
expense ratio would show a decrease. It is therefore
necessary to note changes in net sales in order Lo
interpret a change in ratios between two years
correctly.

Average net sales 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
4.93% in 1949 to 5.10% in 1951,

TABLE 11. Main Operating Results Items for
1949 and 1951 Compared

(Items expressed as percentages of net sales)

1949 1951
Item (23 firms) | (29 firms)
% %

Gross profit ........occceeveeevccncns 30. 18 31. 58
Operating expenses:

SRIBFIES ....covteeene st asornsostensase 14.71 14. 61

@ecupaAney . RN, .l 4,68 4. 57

Advertislng......cccoccomeceivennnn. 1.45 1155

All%ether .8 S8 ... 0. 0..... 5.01 5.7%

Total operating expenses 25. 85 26. 48

Net operating profit ....... 4.9 5.10
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