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The annual reports prepared by the Industry and Merchandising Division of the
Bureau of Statistics are divided into 3 volumes, as follows: Volume I — The Primary
Industries, including mining, forestry and fisheries; Volume Il —Manufacturing; Volume III —
Merchandising and Services.

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

Part | — Wholesale Statistics

A — Wholesale Trade (not issued 1953)
B - Operating Results of Food Wholesalers,25¢
C — Operating Results of Dry Goods, Piece Goods and Footwear
Wholesalers, 25¢
D — 1 Operating Results of Automotive Parts and Accessories
Wholesalers, 25¢
2 Operating Results of Drug Wholesalers, 25¢
3 Operating Results of Hardware Wholesalers, 25¢
4 Operating Results of Plumbing and Heating Supplies
Wholesalers, 25¢
5 Operating Results of Household Appliance & Electrical
Supply Wholesalers, 25¢

Part Il — Retail Statistics

E — General Review —(Discontinued)
F' — Retail Trade, 50¢
G — Retail Chain Stores,50¢
H — Operating Results of Chain Food Stores, 25¢
1 — Operating Results of Chain Clothing Stores, 25¢
J — 1 Operating Results of Chain Variety Stores, 25¢
2 Operating Results of Chain Drug Stores, 25¢
3 Operating Results of Chain Furniture Stores, 26¢
* K — Operating Results of Independent Food Stores, 25¢
* L. — Operating Results of Independent Clothing Stores, 25¢
*M — Operating Results of Independent Hardware, Furniture, Ap-
pliance and Radio Stores, 25¢
* N — Operating Results of Filling Stations & Garages, 25¢
* 0O — 1 Operating Results of Independent General Stores, 25¢
2 Operating Results of Independent Restaurants, 25¢
3 Operating Results of Independent Fuel Dealers, 25¢
4 Operating Results of Independent Drug Stores, 25¢
5 Operating Results of Independent Jewellery Stores, 25¢
6 Operating Results of {Independent Tobacco Stores, 25¢
P — Retail Consumer Credit

Part Il — Services and Special Fields

Q — Laundries, Cleaners and Dyers, 25¢

R — Motion Picture Theatres, Exhibitors and Distributors, 25¢
S — Hotels, 25¢

T — Sales Financing, 25¢

U — Farm Implement and Equipment Sales, 25¢

V — New Motor Vehicle Sales and Molor Vehicle Financing, 25¢
W — Advertising Agzencies (Memorandum), 10¢

X — Mction Picture Production (Memorandum), 10¢

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

* Riennial reporks — not issuad for 1932,
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OPERATING RESULTS OF CHAIN CLOTHING STORES
1953
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-

precigtion on owned real estate used in the business,
togetker with rental expense on rented premises.
Similarly “‘delivery expense’’ includes salaries,
insurance, 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 seme trade may make direct comparisons with
their cwn operating results., They also provide use-
ful information to others interested in the cost of
distribution of consumer goods.

Period Covered — This report deals mainly with
1953 operations and is the fourth biennial publica-
tion in a series begun in 1947. Certain summary
tables show comparative results for 1951 and 1953.
The chart shows the gross profit components for
1949, 1951 and 1953 by suitable sales-size clas-
sifications for each trade.

SUMMARY OF 1953 OPERATING RESULTS BY TRADES

The principal operating results figures for the
zhain clothing store business are summarized in
@@ following table. In analyzing the results of an
individual chain clothing company, reference should
@ made to the detailed tables in the appropriate
saction 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 & singular purpose
only. That is, these dollar values are shown for
the purpose of assisting chain store managements
to place their respective firms in relation to the
average in the appropriate sales-size category. This
relationship to the average facilitates a more ac-
curate profit and loss statement ratio analysis.

Average gross profits, expressed as percentages
of average net sales for the four specific kinds of
chain clothing store business, were within the
narrow range of 30.91 per cent to 31.60 per cent
for men’s clothing store and shoe store chain firms
respectively. Total operating expenses showed a
much wider range from 29.10 per cent for men’s
clothing store, to 26.72 per cent for shoe store
chain iirms, Consequently, men's clothing store
chain firms, which averaged the lowest gross profit
ratio and the highest operating expense ratio, re-
ported the lowest net operating profit ratio of 1.81
per cent, Conversely, shoe store chain firms, which
averaged the highest gross profit ratio and the
lowest total operating expense ratio, netted the
highest operating profit ratio of 4.88 per cent, In
each instance non-trading income and expense
operations netted an increase which resulted in
ratios of net profit before taxation of 2.44 per cent
for men's clothing, 5.25 per cent for women’s cloth-
ing, 2.91 per cent for family clothing and 4.49 per
zmit for shoe store chain firms,

Compurison of Main Profit and LLoss Items in Clothing Store Chains, 1953
. ’ Men's Women's Family "
ifam | clothing clothing clothing Shoes
1 — -
BUHIDEE OF fITTNS ~..orovrevveeveeceesvenmeeanasssseosssessssssessmsansesssesssesessns ! 15 28 15 30
A*erage net sales per firm ...ocveeeveinrniiinnnes | 1,040,348 1,556,947 1,201,798 1,159, 354
Rate of stock turnover (times per year) ‘ 2,81 5.48 3.99 2ol
§
Profit and Loss data (Per cent of net sales): 1
BERE SUBROEER - .ilcoeciciinsonsiorennviansissansisnisinoosssoorsansssern soe 30.91 31.48 31.04 31,60
Qperating expenses ... 29..0 26,80 29.04 26.72
Ket operating profit ...... I3 4.68 2.00 4.88
NON-trRdiNE INCOME .cvrerrirreniiineinrnininscisenesiinss sessssrsasaess vssins 0,69 0.59 1.16 0.16
BNON-trading EXPENSE ..ovccviiiervrierrinnierriinusianicssmsirsssesssssnnie 0,06 0.02 026 0.10
Net profit before income tax deduction ......cccovvirnivericinnnes 2,44 D2 2.91 4.94
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MEN’S CLOTHING STORE CHAINS

The 15 firms from which reports were received, portion of the firms were incorporated which per- ‘
together operated 121 retail outlets in 1953, There mitted the showing of income tax information for
was a sufficient number of firms reporting to permit both sales-size categories.

a sales-size breakdown of results. A large pro-

REVIEW OF 1953 OPERATING RESULTS

Profit and Expense Ratios Operating expense ratios totalled 29.10 per cent

and reduced the gross profit to a net operating profit

Pratit and expense ratios represent portions of of 1,81 per cent. Gross profit ratios for the firms
the average net sales’ dollar, With profits and de- of both sales-size categories were of much the same
tailed expense items presented in this form, on a order as the ratio for all firms combined. Firms of
unit basis, a standard is established. To this the smaller category, however, averaged a slightly
standard, the operating results of men’s clothing larger total operating expense ratio and conse-
store chains, imrespective of the number of retail quently netted an operating loss of 0,74 per cent,
outlets, might be compared with a high degree of The second, or larger, sales-size group averaged.
itccuracy. a net operating profit of 2.13 per cent. In each

instance, non-trading expense and income in-

creased the profit ratios with the result that the

In 1953, men’s clothing store chains obtained a net profit ratio, before income tax dednection, for
arnga grodil réde of 3.21 o5 ol of nalt salas, all firms w:wmhjn(wi ddvanssd to 2.44 per canh.

TABLE 1, Operating Results of Men’s Clothing Store Chains, 1953, by Size of Firm

l

Firms with 1953 sales of

Toﬁtl
it e =g —_— a
Under $500,000 sizes
$500,000 and over
TRLer G HEMS oo voseneceeronsnees 5 10 11
Number of stores operated . 25 96 121
Average net sales per firm .... 343,521 1,388,761 1,040, 348
Average cost of goods sold 234,727 960, 668 t 718,688
Average inventory per fim:
Beginning of year .......... RS WL e T e e 1 93,512 339,476 257,488
Per cent of average net &.4199 . 27.22 24 .44 24.75
IR Of YEAT ©oire- 80 coie e einee Soaennan 91,315 | 395,77 294,250
Per cent of average net sales . 26,58 | 28.49 28.28
SECK turnover (LimMes Der YEAT) .c.vvecriverceiriermmrrmceieaiarsiasseassnstsasrssarsssenss 2.54 2.61 2,61
l
Profit and loss data (per cent of net sales) | ’
ST TN o 31.67] 30,8 30,91
Operating expenses:.
Salaries:
B IMBSIICIIE, ., 0 ieeeirsaserhonas aronsrssamersbonntasonensionsusrnbsnnsersrsansronasre 4. 82 1.65 | 1.94
Other employees ...... sl =81 13.36 13.19
Employees’ benefits .... 0.19 | OR25 0.24
ECCURANCY - s . 4,85 | 4,22 4.29
Heat, hght and power ..... 0.80 | 0.58 0.60
Taxes licenses ....c..coeenns agovevessosuts i QL 371 0.28 0.29
[NSULANCE | ooooeerecerosrirori . 0.72 0.52 (0] 4
Repairs and maintenance! . | 0.45 0.32 0.33
Depreciation! ...cccoovvvrieee. . 1.65 0.59 Qe
Supplies ........... 0.67 0.95 0,92
Advertising 2.48 | 3.27 318
Lravelling, - = 0.76 | 0.27 0,38
Communication 0.37 | 0435 0.5
Belivery” .- %= .1 0.10 | 0.22 0.21
Bad debt loqs 1 5 SR 0.19 | 0.26 0 .88
All other expenseb ............ 2.68 | 1.60 1.7%
‘Total operating expenses ...... 2.1 28.69 29.10
N D DETACANBADIERRL: -- - o - ... e LG . S 0.74 2318 1.81
RENEUEAAINENINIEE £ - . =2oeeseisees s BasesooiennnlirissossveoeosMionsonsseosihotesihas nsrnatgacsse 1. 18 0.64 0.69
NOhetFadINEREMPBINEE 2. .. oo ciias To B e - 0.07 0.06
Net profit hefore income tax deduction .. | 0.39| 2.70 2.44

1. Excludes amount attributed to real estate which is in occupancy expense.
2. Operating loss.
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Inventories and Stock Turnover

Avarage inventories, expressed as percentages
af average net sales of all responding firms, in-
areased from 24.75 per cent at the beginning of the
year to 28.28 per cent at the end of the year, This
trend was common to firms in the larger sales-size
category, but the average inventories of the smaller
firms showed a slight decline. The rate of stock
turnover— average of beginning and ending inven-
tories divided into cost of goods sold—was 2,61
times per year, a slightly higher rate than was
ascertained from the 1951 survey results, Compar-
ison of results within the two typical sales-sizZe
ranges indicated that the rate was higher for the
Jarger firms.

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
income tax deduction, for the total all sizes cate-
gory, were 2.45 per cent and 2.44 per cent for

“incorporated’’ and ‘‘al] firms’’ respectively, In-
come tax reduced the incorporated firms' ratio to
1.20 per cent, a decréase of 51 per cent,

TABLE 2, Operating Results of Incorporated
Men’s Clothing Store chains, 1953

(Items expressed as percentages of net sales)

T
Fims with
1953 sales of Total
Item all
Under | $500,000| sizes
$500,000| and over

%o % %
Gross profit .....c.c.ooivenieienens | 32.10 30,8 30.95
Tota] operating expenses... II 33.08 28.69 29.14
Net operating profit............. 0,981 213 1.81
Non<trading income .... 1.25 0.64 0.70
Non-trading expense - 0.07 0.06

Net profit before income

tax deduction 0,27 2.70 2.45

IncomE TR .. e rorvavonee 0.79 1..33 1,25
Final net profit ...........ccc..... 0.52} 1.39| 1.20
t !
1. Loss.

Comparison of 1951 and 1953 Operating Results

The principal operating ratios ot the 1951 and
1953 surveys are summarized in the following table
ior the purpose of comparison. Only 12 firms re-
ported for the 1951 survey compared to 15 respon-
tients in 1953. The additional firms and subsequent
additional retail outlets included in the 1953 tabula-
tions, resulted in a marked increase in the average
net sales per firm. Ratios, however, tend to elim-
inate 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
percentages 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
hasis which permits direct comparison. That is,
hucause 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,
yecause the ratios are percentages of the respective
uet sales a decrease does mean that the profit or
axpense 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 1951 to $1,100,000 in 1953,
and rent showed & 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
carrec:ly.

The average net sales per firm in 1953 was
6.41 per cent greater than the average derived from
the 1951 survey results. Therefore, the increase
in the proportion of gross profit to sales in 1953
indicates that the average absolute gross profit
also increased but to a greater extent than did
average net sales. This increase in the gross profit
ratio was insufficient to offset the increase in the
ratio »f operating expenses from 1951 to 1953.
Consequently, the net operating profit ratio declined
from 2.53 per cent in 1951 to 1.81 per cent in 1953,

TABLE 3. Main Operating Results Items for
1951 and 1953 Compared

(Items expressed as percentages of net sales)

e 1951 1953
& (12 firms) {15 firms)
% 0

Gross profit :«eeeeieerieeieneenne. 28.75 30,91
Operating expenses:

Saiariesy etk Wk 14.07 15,13

Oceupangy ... 3.41 4.29

Advertising JPS1e 3l

NN (o] 1] oy S S 5.62 ' 6,50

Total operating expenses ... 26,22 29.10

Net operating profit .............. 2,53 1.81
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WOMEN'S CLOTHING STORE CHAINS

A total of 434 retail outlets were operated by
the 28 women’s clothing store firms reporting to
this survey. Operating profit and expense ratios
are presented for three typical sales-size categories

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

REVIEW OF 1953 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 1953 women’s clothing store chains obtained
an average gross profit of 31.48 per cent of average
net sales, Within the three typical sales-size ranges,
the smaller firms reported the highest ratio of 33.17
per cent, the middle-sized firms the lowest of 31.21
per cent, and the larger firms 31.46 per cent. Total

operating expenses amounted to 26,80 per cent of
net sales for all reporting firms and ranged from
31.58 per cent to 26.10 per cent, decreasing with
sales-size, Because the operating expense ratios
showed a much larger range than the gross profit
ratios, the larger firms, which reported the lowest
operating expense ratio, obtained the highest net
operating profit ratio of 5.36 per cent, The smaller
and middle-sized firms reported net operating profit
ratios of 1.59 per cent and 1.55 per cent respec-
tively, Non-trading income and expense netted an
increase in each sales-size grouping which resulted
in ratios of net profit before taxation of 1.96 per
cent, 1.92 per cent, and 5.98 per cent, for the firms
in the smallest, middle, and largest size groups
respectively.

TABLE 4. Operating Results of Women’s Clothing Store Chains, 1953, by Size of Firm

Firms with 1953 sales of
Total
Item all
Under $300.000 | 1,000,000 sizes
$300,000 $999. 999 and over
BIGRETHOMIRIIS e MY . i tiavi.esooceoonsneshoonshotesbtnstionssnsronsssssgaseessarass 7 12 9 28
RN IS VORESROD BEALE A caiveeeeeconeiernateesiseeraversaisessssrsiinees onavssmadtihe 42 102 290 434
ANETRER NS AIESUDEE fIFM..........000ue0eiberonrernedodisonsuoronsnsesasssosasesnassnas 193,065 543, 508 3, 968, 996 1,556,947
AR COSIIQITERDES ISOLIN. ...........000teeorenssarencrastasrossioesnasassssnesbasene 129,011 373, 860 2, 720, 254 | 1,066, 846
Averayge inventory per firm: ‘
R A TR VI A oo S0 e eean oo h hasann acnnaransarorsrobanse shobisousuasnr o $ 47,032 107, 221 394,012 184, 356
Per cent of average net sale X 24. 36 19, 73 | 9.93 11. 84
BTG Of VB ATE. oot .. .onedimientin e ns . $ 41,897 107, 050 | 463, 176 205, 231
Per cent of average net sales .. » , 2100 | 19, 70 114607 13. 18
Stock tumover (times PEer JEAr) .........coveervrecrssisesninnsierscerssrasisessronses 1 2.90 | 3,49 | 6. 35 5. 48
Profit and loss data (per cent of net sales) |
(T T e omrne, TR T T iSO s ) PO 38817 3121 | 31. 46 31,48
Operating expenses: 1
Salaries: |
GOETEN e e (RSSO Y T T I SRR P SRR 59 12 2. 64 | 1. 39 1. 69
Other employees..... 8.98 | 12.03 | 11.13 11. 2
Employees’ benefits .. @ 15 0. 18 | 0. 24 0.
OCCUPANCY..ccceeernireercrnee 5 0% 5.68 4,76 4,
Heat, light and power .., 0. 90 0.74 | 0. 60 0.6
Taxes, licenses! ... ... 0.93 0,35 = 0. 57 0.:
Insurancel! ........... 0. 60 0.47 | 0. 29 .4
Repairs and maintenance! 0.67 0.52 0.7 Q4
Depreciation? ..........c.cce... 0. 64 1.02 1.02 gy
Supplies ............. 0. 69 1.00 | 2 1.4
Advertising . 2.04 1.46 | 1. 50 i
Bravellime. 25...... ... 0. 54 | 0. 50 0. 38 ]
Communication..... = 5% a: 32 0. 35 g G-3
Delivery......cccooe Q. 15 0.18 0.03 0,
Bad debt loss.......... - 0. 14 0. 18 IS,
IO ETREXITETISESE. ... oxerev ssve osereoboszsBhosmass s sus st shesasnsthotvathessnsshneee 2.05 2. 43 1.74 i o
Total OPETALiNg EXPENSES ..o vvevrieiemrenreiseciseriiereresssmsnansenspessssanrans 31.58 | 29. 66 ' 26,10 26,
NG OP CERUANBIDRDIRLS. < s res=- .- oo senstizstorsidess Botactcarasnsactosbishons dosssdons 1.59 | 1. 55 5.36 4.
NOREEA A IESAIRGEIEIT ). & ... ... L. oo Fetoass ot o sonuins o bos sieuisn anaenine oo 0. T2 0. 38 0.63 0. 3
NON-trading €XPENSE .....cccevireercnemeeriorvircmiersreaiirersnninne 0:'35 0.01 0,01 0.07
Net profit before income tax deduction 1.96 1. 92 ] 5. 98 3. 25

1. Excludes amount attributed to real estate which is in occupancy expense.
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Inventories and Stock Turnover

Awarngs inventories, expressed as percentages
at averapge net sales of all responding firms, in-
areased from 11.84 per cent at the beginning of the
year to 13,18 per cent at the end of the year, This
trend was common only to firms in the largest sales-
size category. The rate of stock turnover—average
of beginning and ending inventories divided into
cost of goods sold—was 5,48 times per year, a
slight decline from the rate ascertained from the
1951 survey results.

Incorporated Companies

All firms classified in the largest sales-size
category were incorporated. Only a small proportion
of the firms in the smallest category were incor-
porated; therefore the results of this group were
omitted from the incorporated 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 profits before income tax deduction, expressed
as proportions of the respective net sales, were
5.37 per cent and 5.25 per gent for ‘‘incorporated

firms'* and “‘all firms'' respectively. Income tax
reduced the incorporated firms’ profit ratio to 2.76
per cent, a decrease of 48.6 per cent,

TABLE 5. 9perating Results of Incorporated
Women's Clothing Store Chains, 1953

(Items expressed as percentages of net sales)

| Firms with 1953

L sales of | Tota
[ I
o | 330?(;000 $1,000,000 siailes
{ $999,999 | and over
Gross profit ....................... 31. 25 31.46 | 31.43
“Total operating expenses.... 30.01 26. 10| 26.64
Net operating profit............. 1. 24 5. 36 4,79
Non-trading income.............. 0. 36 0.63 0. 59
Non-trading expense............ 0.02 0.01 0.01
INet profit before income tax |
deduction ...................... L 58 5. 98 5. 37

. el = bQaRs 2.95| 261
T 3.03| 2.76

Comparison of 1951 and 1953 Operating Results

The principal operating ratios of the 1951 and
1953 surveys are summarized in the following table
for the purpose of comparison. Although only 28
tirms reported in 1953, compared to 29 in 1951, the
number of retail outlets operated by these 28 firms
{434) exceeded the number operated by the 29
responding firms (352) in 1951. This difference is
primarily due to the differences in the number of
reporting firms within the smallest and largest
sale-sizes, The number of smaller firms declined
from 10 to 7 but the number of retail outlets operated
decreased only from 49 in 1951 to 42 in 1953. The
larger firms increased from 7 to 9 with a corre-
sponding increase in the number of retail outlets
operated from 208 to 290. Consequently, with fewer
smaller firms reporting in 1953, the average sales
per firm showed a substantial increase.

Profit and expense ratios are expressed as
percentages 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
:hange in average net sales together with changes
in operating ratios, it would be advisable to express
iverage net sales as an average per retail outlet.,
Ratios are practically unaffected by this condition,
iiterefore sales and operating ratios have a common
iwusis which permits direct comparison. That is,
Limcause a profit or expense ratio decreases from
one year to the next, it does not necessarily mean
th:at the profit or expense has decreased. However,
because the ratios are percentages of the respective
nat sales, a decrease does mean that the profit or
txpense item did not increase at as great a rate as
et sales, As an example, if net sales increased
10% from $1,000,000 in 1951 to $1,100,000 in 1953,
uhd rent showed a proportionate increase from

$5,000 to $5,500, the rent expense ratio would be
.dentical for hoth years. However, if rent remained
unchanged, or increased less than 10%, the rent
2xpense 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
izorrectly.

Average net sales for firms in 1953 were 26.24
per cent greater than the average derived from the
1951 survey results. Consequently, the increase
in the gross profit ratio indicates that the average
gross profit increased to a greater extent than did
average net sales. The total operating expense
ratio increased only slightly in 1953. Therefore,
the net operating profit ratio showed a substantial
increase from 2.76 per cent in 1951 to 4.68 per cent
in 1953.

TABLE 6. Main 9perating Reéults Items for
1951 and 1953 Compared

(Items expressed as percentages of net sales)

1951 1953
Tocil (29 firms) | (28 firms)
% %

Grossprofit........................ . 28, 32 31.48
Operating expenses:

Salaries .......cccceeeevveeeiieennnnnn. 12. 16 12. 50

GecupanGy ... &..Nal. LN 4,75 4,97

Advertising 1. 54 1. 51

Sl othepee Y. pd s=lial. o . Tm il 7.42
Total operating expenses ...... | 25,56 26. 80
Net operating profit ................ l 2,76 4. 68




1-10 MERCHANDISING AND SERVICES

FAMILY CLOTHING STORE CHAINS

The 15 firms, from which reports were received,
together operated a total of 98 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, most firms in the larger category
were incorporated and their income tax deduction
and final net profit ratio are shown in the table of
operating results of incorporated firms.

REVIEW OF 1933 OPERATING RESULTS

Profit and Expense Raiios

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 retai] outlets,
might be compared with a high degree of reliability.

In 1953, family clothing store chains obtained
an average gross profit ratio of 31.04 per cent of
average net sales. The ratios of the firms in the

smaller and Jarger sales-size categories closely
approximated this average of all firms. Operating
expense ratios, totalling 29.04 per cent, reduced
the gross profit to a net operating profit of 2.00
per cent for al] firms combined. Again, there were
only slight differences between the ratios for firms
in the sales-size classifications and the all firms
category., In each instance non-trading income and
expense netted an increase which resulted in the
smaller firms obtaining a ratio of net profit before
taxation of 3.17 per cent, the larger firms 2.89 per
cent, and all firms 2.91 per cent of their respective
net sales,

TADLE 7. Operating Results of Family Clothing Store Chains, 1953, by Size of Firm

item

Number of firms
Number of stores operated ..
Average net sales per firm ...

Average cost 0f g00ds S0ld ......cveeiiieieviieieinene s

Average inventory per firm:

ReglnBADEIAE VEAK. ... .00 ... 5o e caens oo voiios B T o 04 s os i T

Per cent of average net sales ...

Fad of yean . R .o N o,

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

Profit and loss data (per cent of net sales)

(U TN 1 el oy o SOOIy SO SR S

Operating expenses:
Salaries:

[ e R Sy . SO JETRRT - S s

Other employees.....
Employees’ benefits .
CECUDRNEY -....... .o cdhenene
Heat, light and power .,
Taxes, licenses ' .......
IRSunanes B0 Ly ... .
Repairs and maintenance ! .
Depreciation ! ...
Supplies ._...........
Advertising .
Travelling ......
Communicatio
DElivEnY ......... S
Bad debt loss ..........

All other expenses ...........

Total operating expenses ...
Net operating profit

Non-trading income
Non-trading expense

Net profit before income tax deductions...... ...

Firms with 1953 sales of
Total
all
Under $750,000 sizes
$750,000 J and over
4 | 11 15
...... 21 | T 98
...... $ 410, 396 ‘, 1, 489,581 1, 201, 798
.......... $ 286, 925 ‘ 1,025, 743 828, 725
143, 798 | 321, 438 ‘ 274, 067
35. 04 21. 58 22. 80
134, 879 331, 904 279, 364
32. 87 22.88 28825
2.06 3. 14 2999
|
30. 08 | 31. 14 31.4
3.05 | 2 912 2.
13.30 1 14. 38 14.
0.19 0. 34 0.3
5.06 | 2.8 3
0.52 0. 64 0.
0.24 | 0. 37 0.1
0.88 | 0. 41 0, 4
0.15 | (14211 0. 133
0.38 | 1. 02 0. 9
0. 63 0. 90 (83
1.32 1.86 140
: 75 052 0. 3%
082 0.23 0.3
0505 ' 0.22 0. 21
C. 14 0.158 04560
1831 1. 94 1. 89
28. 29 29.12 29. 04
1.79 2.02 2.00
1.56 ) [ 7 1. 16
0.18 0. 25 0 2§
a7 2. 89 2491

1. Excludes amount attributed to real estate which is in occupancy expense,



OPLERATING RESUGLTS OF CHAIN CLOTHING STORES ) )IHk

Inventories and Stock Turnover

I

. syorage inventories, expressed as percentages
m! m¥orage net sales of all responding firms, in-
creased from 22.80 per cent at the beginning of the
year, to 23.25 per cent at the end of the year. This
trend was common only to firms in the larger sales-
size category; the smaller firms reported a decline
of average inventories from 35.04 per cent to 32.87
per cent. The rate of stock tumover—average of
beginning and year-end inventories divided into
cost of gonds sold—was 2.99 times per year for
all responding firms. The rate increased with size
of firms from 2.06 to 3.14 for firms in the two typical
sales-size groupings, respectively.

Incorporated Companies

Almost all of the reporting firms in the large-
sales-size category, were incorporated whereas
a large proportion of the smaller firms were un-
incorporated. For this reason, the income tax
information has been omitted for the smaller firms
in the incorporated companies’ table. Comparison
of the profit and expense ratios of the incorporated
firms only, with all firms, indicated that the dif-
ferences in the ratios were negligible. Net profits
before income tax deduction, expressed as propor-
tions of their respective net sales, were 3.38 per

cent and 2.91 per cent for “‘incorporated firms?’
and ‘‘all firms’’ respectively. Income tax reduced
the incorporated firms’ ratio of 3.38 per cent to a
nel. profit ratio of 2.26 per cent, a decrease of
approximately one-third.

TABLE 8, Operating Results of Incorporated
Family Clothing Store Chains, 1953

(Items expressed as percentages of net sales)

Firms with {
1953 Total
Item sales of all
$750,000 sizes
and over |
SN el W | ews s i Dl e Ew
|
Gross V11 e g T T r i T 31. 67 | 3855
Total operating expenses ...... 29. 18 i 29. 02
Net operating profit ............... 2. 49 l 2.758
Non-trading income.................. t 1.10 1,48
Non-trading expense 0.29 ! 0.28
Net profit before income tax |
deduction ...l 3.30 3.38
InCome tax .c..oovvivsimviiiieaiiennens 1 L 1,~152
inal net profit -.-......ococoooineen 2.19 | . 26

Comparison of 1951 and 1953 Operating Results

The principle operating ratios of the 1951 and
1353 surveys are summarized in the following table
for the purpose of comparison, There was a decline
i1 the number of responding firms from 16 in 1951
to 15 in 1953 accompanied by a decline in the num-
ber of retail outlets operated from 106 to 98 for the
two survey years respectively. However, the results
of a few of the larger firms which reported in 1951
are not included in the 1953 tabulations, Conse-
quently, there is a substantial decline in the average
net sales per firm. Ratios, however, tend to eliminate
this difference and may be used with a reasonable
degree of reliability when comparing the results of
two surveys.

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
ilue to the distortion by the variation in the number
of retail outlets, Therefore, in order to examine the
zhange 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
wear to the next, it does not necessarily mean that
the profit or expense has decreased. However, be-
sause the ratios are percentages of the respective
#Bt sales, a decrease does mean that the profit or
2xpense 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 1951 to $1,100,000 in 1953,
and rent showed a proportionate increase from

$5.000 to $5,500, the rent expense ratio would bhe
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
colrectly,

The gross profit ratio increased from 28.78 per
cent in 1951 to 31.04 per cent in 1953 for all re-
porting firms. Operating expenses, also expressed
as percentages of average net sales for the respec-
tive years, showed an increase of approximately
the same magnitude from 26.77 per cent to 29.04
per cent. Consequently, there was only a negligible
decline in the ratio of net operating profit from 2,01
per cent in 1951 to 2.00 per cent in 1953.

TABLE 9. Main Operating Results Items for
1951 and 1953 Compared

(Items expressed as percentages of net sales)

Item (161 ?i?‘tlns) \(151 %?r%as)
g ———

Gross profit ..........ccoooooeeiiiins 28 78 31. 04
Operating expenses:

Salaries ... ..o oo, Bhesmmse 14. 56 16. 48

QCCUPANCY ....oovvieveiieerariiininns 3.06 | 3. 49

Advertising ... 3.13 1.81

AINEEhEn).... ... . T vt - 6.02 %26

Total operating expenses ... 26. 77 29, 4

Net operating profit ................ 2.01 2.00




=112 MERCHANDISING AND SERVICES

SHOE STORE CHAINS

A total of 516 retail outlets were operated by the
30 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, incone
tax deductions and final net profit ratios are shown
for the incorporated companies.

REVIEW OF 1953 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 1953 shoe store
chains obtained an average gross profit of 31.60 per
cent of average net sales, Gross profit ratios for
the two categories were 31.23 per cent and 31.71
per cent, increasing with sales-size. Conversely,
total operating expenses which averaged 26.72 per

cent, were 29.57 per cent in the smaller category and
25.85 per cent in the larger category. Consequently
the firms in the larger sales-slze group, having the
larger gross profit and smaller operating expense
ratios, netted a substantially greater operating profit
ratio of 5.86 per cent, Non-trading expense and
income netted an increase to the operating profit
ratios of the smaller and total all firms categories
resulting in respective net profit ratios, before
income tax deduction, of 1.98 per cent and 4.94
per cent, The larger sales-size group showed a net
profit ratio, before deduction of income tax, of 5.84
per cent,

TABLE 10. Operating Results of Shoe Store Chains, 1953, by Size of Firm

Firms with 1953 sales of
Total
Item all
Under $1,000, 000 sizes
$1,000,000 and over
NimbBer¥of fARms k.. Smislel..........ccociiiiiniasiearirenisnesneroliatss fesss ot dsaansgtods 21 9 30
Number of stores operated 148 368 516
Average net sales per firm..... 386, 825 2, 961,922 1, 159, 354
Average cost of goods sold 266, 002 2,022, 686 793, 008
Average inventory per firm:
Bepinhing offVeam I L. . iiaeenceneinssss ihonriie Boeie haresnsnnsessenses 3$ 118, 847 708, 685 295, 799
Per cent of average net sales .. 30. 72 23.93 28491
EndyeiiyednrSiss .. S, ... 127, 391 823, 211 336,137
Per cent of average net sales . 32.93 27.79 28. 99
Stock turnover (times per year) 2.16 | 2. 64 2.6}
Profit and loss data (per cent of net sales)
TR B 0 2h seeetnsceonssasncre tthonetnnoessatos bnedbbtse e thassassontase 31.23 311 7 31. 60
Operating expenses: ‘
Salaries: ‘
I e Sl o T oM oo i Taleies aaieta s STERRN 4R 08 AT s Vinaa o dies 3.44 1.49 1.95
Other employees..... 163 0] 12. 76 12. 83
Employees® benefits . 0. 14 0813 0.13
Occnpancye: S 8... 5ad8 4.41 4. 65
Heat, light and power ... 0.8 0. 62 0. 65
TAYOS HIGENSES T ..............ccoescsionrieenas 0. 51 0,43 0. 45
TG C C I 0. ocovcccscnssssnseronsis 0. 50 0.36 0. 39
Repairs and x{mintenancel 0. 52 0.46 0.47
Depreciation” ......ccccoeceerneenn, ORGE] 0. 62 0. 60
Supplies........c.... 0.46 0. 60 0. 57
Advertising .... 1255 1. 67 1. 65
Travelling ......... 0r132 0. 22 0. 24
Communication . 0.435 0. 19 0. 24
Delivery............. 0. 59 0. 25 0. 33
Bad debt 10SS .......... ) 0. 01 0. 01 0. 01
Al O e T e X DENS ES M. 755+ o cov5e veee o sunnsronesasibsne o s HETS I o ERMME s SR o7 REE a0 Sman ontnts 1.40 1. 63 115 | fe!
Total operating EXPEeNSeS .....cocovriieiimairiresssiuraacsariianieroeisssessroocsresanansas 29.57 25. 83 26,72
Net operating profit -... 1. 66 5. 86 4, 8%
Non-trading income .... % 0. 50 0. 06 0. 16
Nonstradinel CXPEIISE, oo..cocsisvassve siateaton. st coooeo bt d, v, 5 MWL | 0.18 0. 08 0. 10
Net profit before income tax deduction..........cccciciriiivciieciininiiicciena. 1. 98 5.84 4, 94

1. Excludes amount attributed to real estate which is in occupancy expense.




OPERATING RESULTS OF CHAIN CLOTHING STORES =13

Inventories and Stock Turnover

Average inventories, expressed as percentages
aif average net sales of all responding firms, in-
armised from 25.51 per cent at the beginning of the
vaur to 28.99 per cent at the end of the year. This
trend was common to firmsin both sales-size groups.
The rate of stock turnover—average of beginning
and year-end inventories divided into cost of goods
sold — was 2,51 times per year, a slightly higher
rate than was ascertained from the 1951 survey
results, The rates for the two groups, 2.16 and 2.64
times per year, increased with sale-size.

Incorporated Companies, 1953

Comparison of the profit and expense ratios of
the incorporated firms only, with all firms, indicated
that the incorporated firms obtained slightly higher
profit ratios. Net profits before income tax, ex-
pressed as proportions of the respective net sales,
were 5.41 per cent and 4.94 per cent for ‘‘incor-
porated firms’’ and ‘‘all firms’'. Income tax reduced
the incorporated firms’ ratio of 5.41 per cent to a
final net profit of 2.65 per cent, a decline of 51 per
cent,

TABLE 11, Operating Results of Incorporated
Shoe Store Chains, 1953

(Items expressed as percentages of net sales)

Firms with 1953
sales of Total
Item I all

Under $1,000,000| sizes
$1,000,000 | and over

Giross profit.......cccoevveininnnn.
Total operating expenses...

30, 83 32,20| 31.96
28. 1| 126-13, 26254

Net operating profit ............ 2.36| 6.07 5. 42
Non-trading income 0. 48 0.03 0.11
Non-trading expense 0.29 ‘ 0. 09 0.12
Netprofit before incometax '
deduction.................coe 2,53 6. 01 3.41
Income tax.........cccevvveievieinenes 1923 ‘ 3.08 2.16
Final net profit................ L 3z| 2,93 2.65

Comparison of 1951 and 1953 Operating Results

The principal operating ratios of the 1951 and
1953 surveys are summarized in the following table
for comparative purposes., The 1953 results were
d@rived from returns submitted by 30 firms whereas
Lhe 1951 survey had 29 respondents. This addition
va the number of firms in the 1953 results is the
&t result of one less large firm and two additional
smaller firms, Despite the increased number of
swialler firms, the number of retail outlets operated
by this group of firms declined from 154 in 1951
to 148 in 1953. This situation was therefore reflected
in the comparison of all firms, The disparity re-
sulting from the additional smaller firms tended to
depress the increase of average net 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
die to the distortion by the variation in the number
af retail outlets. Therefore, in order to examine the
change in average net sales together with changes
i operating ratios, it would be advisable to express
gverage net sales as an average per retail outlet.
Ratios are practically unaffected by this condition,
tierefore sales and operating ratios have a common
pasis which permnits direct comparison. That is,
because a profit or expense ratio decreases from
mne year to the next, it does not necessarily mean
thiat the profit or expense has decreased. However,
because the ratios are percentages of the respective
sl sales, a decrease does mean that the profit or
mxpense item did not increase at as great a rate as
net sales. As an example, if net sales increased
i5% from $1,000,000 in 1951 to $1,100,000 in 1953,
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
uwachanged, or increased less than 10%, the rent
expense ratio would show a decrease. It is therefore
n2cessary to note changes in net sales in order to
interpret a change in ratios between two years
correctly.

The average net sales per firm in 1953 was 8.11
per cent greater than the average ascertained from
tke 1951 survey, Therefore, the very slight increase
ir the gross profit ratio indicates that the average
gross profit per firm increased at a slightly higher
rate than did net sales. Although the total operating
expenses also showed only a slight increase in the
ratio, the increase was greater than that which
occurred in the gross profit., Consequently, the net
operating profit ratio declined from 5.10 per cent
in 1951 to 4.88 per cent in 1953.

TABLE 12, Main Operating Results Items for
1951 and 1953 Compared

(Items expressed as percentages of net sales)

1951 1953
L (29 firms) | (30 firms)
% %

Gross Profit ... 5. ¥ S, 5 3158 31. 60
Operating expenses:

Salanies ........... e RN 14.61 14. 78

Occupancy ..o ! 4. 57 4. 65

Advertising .............coceeeen 1. 55 1. 65

All other ........ccooovviviviinnnn 5. [l 5. 64
Total operating expenses ...... 26, 48 26, 72
Net operating profit ................ E 5.10 4, 88
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