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NOTICE

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 IIl —
Merchandising and Services.

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

Part 1 — 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¢

Operating Results of Drug Wholesalers, 25¢

Operating Results of Hardware Wholesalers, 25¢

Operating Results of Plumbing and Heating Equipment

Wholesalers, 25¢

Operating Results of Household Appliance & Electrical

Supply Wholesalers, 25¢

w LT

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, 25¢
* K — Operating Results of Independent Food Stores, 25¢
* . — Operating Results of Independent Clothing Stores, 25¢
*M — Operating Results of Independent Hardware, Furniture, Ap-
pliance and Radio Stores, 25¢
* N — Operating RResults 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¢

J — Farm Implement and Equipment Sales, 25¢

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

X — Mction Picture Production (Memorandum), 10¢

The reports sre punched to permit of filing in a ring binder,

* Biennial reports — not issued for 1953.
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OPERATING RESULTS — LIST OF REPORTS

WHOLESALE TRADE (1947, 1949, 1951 and 1953)

1. Food Wholesalers

2. Dry Goods, Piece Goods, Footwear Wholesalers

3. Automotive Parts and Accessories Wholesalers

4. Drug Wholesalers

5. Hardware Wholesalers

6, Plumbing and Heating Supplies Wholesalers

7. Household Appliance and Electrical Supply Wholesalers

INDEPENDENT RETAIL STORES (1944, 1945, 1946, 1948, 1950 and 1952)

1. Food Stores

2. Clothing Stores

3. Hardware, Furniture, Household Appliance and Radio Stores
4, Filling Stations and Garages

5. General Stores

6. Restaurants

7. Fuel Dealers

8. Drug Stores

9, Jewellery Stores

10. Tobacco Stores

RETAIL CHAIN STORES (1947, 1949, 1951 and 1953)

1. Chain Food Stores

2. Chain Clothing Stores
3. Chain Variety Stores
4, Chain Furniture Stores
5. Chain Drug Stores
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OPERATING RESULTS OF CHAIN FOOD STORES
BY SIZE OF FIRM
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QOPERATING RESULTS OF CHAIN FOOD 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 two
trades are covered in this bulletin — grocery stores
and combination grocery and meat 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 no chain
food stores in Newfoundland. Salaries or proprietors
of unincorporated companies have been included
with executive salaries., Income tax tabulation was
made for incorporated companies only.

In this report ‘‘occupancy expense’’ includes
taxes, insurance, mortgage interest, repairs and
depreciation on owned real estate used in the

business, together with rental expense on rented
premises, Similarly ‘‘delivery expense’’ includes
salaries, insurance, licenses, repairs and mainte-
nance, gas, oil and depreciation of owned equipment,
together with expense of contract delivery,

Pumpose — The primary purpose of the operating
costs surveys is to provide averages on the different
phases of business operations against which firms
in the same trade may make direct comparisons with
their own operating results. Thev also provide
useful information to others interested in the cost
of distribution of consumer goods.

I'eriod 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 classi-
fications for both trades.

SUMMARY OF 1953 OPERATING RESULTS BY TRADES

The principa! operating results figures for chain
grocerv and chain combination store firms, are
summarized in the following table, For the first
Lime since the commencementof this biennial survey
i 1947, there was an insufficient number of meat
ihain store firms to permit separate presentation of
results for this classification.

In analyzing the results of an individual food
chain company, reference should be made to the
detailed tables in the appropriate sections of this
bulletin, The increase in the number of combination
food chain store firms reporting permitted the
continuation of the presentation of results for firms
in typical sales-size groupings. Because a chain
store firm by definition operates four or more retail
outlets, the sabsolute dollar values (average net
seles, cost of goods sold etc.) are shown for a
singular purpose only. That is, these dollar values
are shown to assist chain store managements to
place their respective firms in relation to the aver-
age in the appropriate sales-size category., This

relationship to the average facilitates a more accu-
rate profit and loss statement ratio analysis.

Average net sales for grocery and combination
chain store firms, due to their respective peculiar-
ities, were $4,047,995 and $30,430,551 respectively.
Due to the influence of meat sales, which have a
comparatively very high rate of turnover, the stock
turnover rate of 19.67 times per year for combination
chain store firms was almost double the rate for
grocery chain store firms. Gross profits, expressed
as percentages of average net sales, showed
combination stores with a higher ratio of 16.50 per
cent and grocery stores with 14,96 per cent. Because
the ratios of total operating expenses were highly
similar for the two trades, this difference in the
gross profit was reflected in the net operating
profit ratios, Grocery stores, however, reported a
slightly larger net gain in the ratios of non-trading
income and expense which resulted in ratios of net
profit before income tax deduction of 1.54 per cent
and 3.52 per cent of the respective net sales of
grocery and combination chain store firms.

Comparison of Main Profit and Loss Items in Chain Food Stores, 1953

Item Grocery Combination

O TR I ek oo ) i Bl Bl ... e vorteneessrentiseeisbonshnaas sesitasnnnafonnes 6 24
Average net sales per firm .........ccoovueee. 4,047,995 30, 430, 551
Rate of Stock tUrnover (LiMesS PET FEAT) .......cccceiviirvmererenrerirereeriiernrsrarsesinsererssessees 10. 26 19.67
Profit and Loas Data (Percent of net sales):

@oss profit ................. 14.96 16. 50

Jperating expenses ... 13.80 13.26

pat operating profit ....... 1116 3.24

#on-trading income......... 0. 60 0.37

Hou-trading eXpense.......c..ceceveevvveesinenan 0.22 0.09

Jigi iprofit before Income tax dedUCLION . ....cseecrersesinrsrsraemnirereeisvaecaorensrasersessonase 1,54 3.52
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CHAIN GROCERY STORES

The six firms from which reports were received,
together operated 151 retail outlets in 1953, It was
not practicable, in view of the small number of

firms in this classification, to present results in a
sales-size classification breakdown.,

REVIEW OF 1953 OPERATING RESULTS

Profit and Expense Katios

Profit and expense ratios represent portions
of the average net sales’ dollar. With profits and
detailed expense items presented in this form, on
a unit basis, a standard is established. To this
standard the operating results of grocery store
chains, irrespective of the number of retail outlets,
might be compared with a high degree of accuracy.
In 1953 groceryv store chains obtained an average
gross profit of 14.96 per cent of average net sales.
Average operating expense ratios totalling 13.80

per cent reduced this figure to a net operating profit
of 1.16 per cent. Salaries and wages, amounting to
8.35 per cent, together with emplovees' benefits of
0.22 per cent, accounted for almost two thirds of the
total operating expense ratio. Non-trading income
and expense netted a slight increase to the net
operating profit resulting in a net profit before
income tax deduction ratio of 1.54 per cent. Income
tax reduced this figure by 38 per cent to a final net
profit of 0.95 per cent of net sales.

Inventories and Stock Turnover

Average inventories, expressed as proportions
of average net sales of responding firms, increased
from 7.42 per cent at the beginning of the year to
9.16 per cent at the end of the vear. The rate of

stock turnover — average of beginning and end of
year inventories divided into cost of goods sold —
was 10.26 times per year, a slight decline from the
rate ascertained from the 1951 survey results,

TABLE 1. Operating Results of Chain Grocery Stores, 1933

Item

Totdl Al sises

PPV T LT {0 1] Rt e A U S S L O OUORPRIORUPRES PPNt

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

BENIRFNOETWEHTIG . .. oo oeereeliecennebeninsisreantianessssnaniensssnnes

Per cent of average net sales..
BEndioff YeaR L ... cum ...cvi ingenen
Per cent of average net sales..

STBCKENONEN (HIENESEDETYERTY o=« oo .. s bee ot B ordeesenasssdssbnsasasoes

Profit and Loss Data (per cent of net sales)

Gross profit .............
QOperating expenses:..
Salaries:

............................................................. 5}

¥l
4,047, 995
3,442, 558

300, 212
...... T.42
$ 370, 994
9.16

............................................................. 10.26

o
£
[~
[~

Executives.................. R, o, R Ao B o AR L o o Dz e s ek e s M. 0.86
Other employees ....... T7.49
Employees’ benefits ... | 0422
QCCURRNGYA..............: . i 1)
Heat, light and power... 0.36
Taxes, licenses! 0.09
Insurancess .....L......... 0.09
Repairs and maintenance! . 0.17
Depreciation! ... 0.67
Supplies ............ 0.63
Advertising ... 0.65
Travelling ........... 0.15
Communication 0.18
Delivery ......... (0] 158
Bad debt loss ........ 0.06
All other expenses .......... 0. 64
Rotalyo e rati A XTSRS el oo ooo Thrieole tre fesb@one S0 s b er theoBauren ofuvaanie e oo swenvebabion BAUNPES o biash s s e i anssiet o s FAREH 13. 80
INe OB R NERDEDERE ™ & 0. L ..o Lo s ie o en o fodatbannesstanssteennenansves st sdieineaanasssas o sdlornssiante boveat st s ttsioses e [ 1.16
Non-trading income..... ’ 0. 60
Noistrding expense .l ............ .50, 5o { 0.2%
Net profit before income tax deduction ... 1.5
O R AR R rveresviviihonvrassesostarassesssinsnabrass e e o L L e 0.38
Povre ] ) om0, e SN T g W S ORI CUOU s Jy S N, SN RO R B e 0.9

1. Excludes amount attributed to real estate which is occupancy.
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Comparison of 1951 and 1933 Operating Results

ihe principal operating ratios of the 1951 and
1853 surveys are summarized in the following table
fuir thhe purpose of comparison. Although the number
of reporting firms declined from 8 in 1951 to 6 in
1943, the number of retail outlets operated increased
from 129 to 151 for the two years respectively.
Because the results are presented in ratio form, the
differences which arise from comparison of absolute
dollar values tend to be eliminated. Consequently,
the ratio comparisons might be made with a high
degree of reliability when compared with any one
firm’s results, imrespective of the number of retail
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 fimm, 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
sne year to the next, it does not necessarily mean
that the profit or expense has decreased. However,
lacause 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 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
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,

Although there were fewer firms reporting in
1953 than in 1951, the number of retail outlets
operated by these firms increased, thereby showing
a substantial increase in the average net sales per
firm. The increase in average net sales per retail
outlet of 21 per cent however, provides a more
realistic figure for comparison. The gross profit
ratio declined slightly in 1953 when compared to
1951 results. However, this ratio decline, when
considered together with the increased average net
sales per retail outlet, indicates that the absolute
average gross profit also increased but at a smaller
rate than sales. Within the itemized factors of
expense, ratio declines in salaries and all other
expenses more than offset the slight increase in
the advertising ratio. Consequently, with occupancy
expense remaining the same proportion of net sales,
there was a decline in the total operating expense
ratio from 14.12 per cent in 1951 to 13.80 per cent
in 1953. This decline was slightly smaller than the
decline experienced in the gross profit ratio which
resulted in a slightly smaller 1953 ratio of net
operating profit.

TABLE 2. Main Operating Results Items 1931 and 1933 Compared
(Items expressed as percentages of net sales)

1951 1953
Helk (8 firms) (6 firms)
% Z

R TR L e vt M o e oo o B o e e e ToctnaaohonBonivanan o f5s MWhnene i asavilieesaneaiitassnassesessosnons 15.53 14. 96
Operating expenses:

IR ) ol . B, 1 0 Rl e L, I B e nne 8.53 8.35

ROV, 1 B e oo STharens Soha i s e Ee e T Tan e soqa oy R as S5 404 SR Andmes e anar aidASe s aserasiTa 1.19 1.19

AR Rt % LB e eniis doheeves se e vmaosn st essiemasen saans dranansetn 0.49 0.65

RO T s e | SO o S = N S S A S ) 3.91 3.61

TOLAl opeTALING EXPERBES .. ............c..ccovvtrmieierrraraismassassssanoranassanimoesasnssasnsessssassensneis 14.12 13.80

Nt operating Profi ....................ccooocvvvviiiinrerne e iesescrsnsrstsresesaensesessassiasesaeressasnees 1.41 1. 18
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CHAIN COMBINATION STORES

A total of 951 retail outlets were operated by
the 24 chain combination store firms reporting to
this survey. All firms in the two largest sales-size

categories were incorporated companies for which
income tax information was tabulated.

REVIEW OF 19353 OPERATING RESULTS
Profit and Expense Ratios

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

In 1953, chain combination store firms obtained
a gross profit or margin of 16.50 per cent of net
sales, Total operating expenses which amounted to
13.26 per cent of net sales reduced this figure to a
net operating profit ratio of 3.24 per cent. Non-
trading income and expense netted a slight increase
to the net operating profit which resulted in a ratio
of net profit before income tax deduction of 3.52
per cent. Within the three typical sales-sizes, the

ratio of gross profit was lowest for the smaller
firms with 15.62 per cent, and highly similar for the
middle and larger firms which reported 16.57 per
cent and 16.50 per cent, respectively. Total operat-
ing expense ratios showed a much wider range, from
16.16 per cent of 13.09 per cent, decreasing with
sales-size. As a result, the smaller firms, which
reported the smallest gross profit ratio, averaged
the largest operating expense ratio and netted an
operating loss of 0.54 per cent. The larger firms,
which reported the smallest operating expense ratio,
netted the largest ratio of operating profit of 3.41
per cent. In each instance, a small net gain resulted
from non-trading operations, The middle-sized and
larger firms, which were all incorporated, obtained
ratios of final net profit after taxation of 0.84 per
cent and 1.89 per cent, respectively,

TABLE 3. Operating Results of Chain Combination Stores, 1953, by Size of Firm

Firms with 1953 sales of Total
Item Under $1,000,000 to | $10,000,000 % Y
$1,000,000 $9,999,999 and over :
M ETROIR TS, 1., oML L Lot e b 5 13 6 24
Number of stores operated ..... = 27 162 762 951
Average net sales per firm 605, 112 4,065,075 112, 406, 950 30,430, 551
Average cost of goods sold 510, 627 3,391, 285 93, 860, 809 25,408, 529
Average inventory per firm:
EegINEROIYBAT ... .........coforrrersredibasissncssneasmsecns $ 39,824 226,133 4,415,679 1, 234, 705
Percent of average net sales ... 6. 58 5186 3.93 4. 06
Andlollyesr:. b5, B BE............. w$ 31,779 258, 421 4,809,935 1,349, 082
Per cent of average net sales ... 5.'26 6.36 4.28 4.43
Stock turnover (times pPer Year)...........couiveeeeiresions 14. 26 14.00 20.35 19.6%
Profit and Loss Data (per cent of net sales)
GEOSSIDUIRER ... = el L | L e neeneaee 15, 62 16.57 16. 50 16. 50
Operating expenses:
Salaries:
EDIRAHBINEE Sl oo e . i e e ol 1.18 0. 66 0. 11 0421
Other employees .... 8.45 6.86 e 28 q 120
Employees’ benefits .. 0.15 0.12 0.24 0.23
OCCUPANCY .....cocrvieernannn .12 1.36 0.98 1.00
Heat, light and power ... 035 0.37 ON2'5 0.26
Taxes, licenses!.......... 0.14 0.10 0.11 0.11
Insurancel . . ..........cocee. 0.09 0.12 0.08 0.08
Repairs and maintenancel .. 0. 46 0.36 0.43 0.42
Bepreciationl ......... 5. 4...... 0. 50 %28 0.63 0.68
Supplies ........ 0.82 0.99 1.00 1.00
Advertising. 0.75 1.00 0.69 0.71
Travelling.... 0.04 0.07 0.06 0. 06
Communicatio 0.16 0.10 0.11 0.11
Delivery ....... 0.78 0.48 0.23 0425
Bad debt loss.......... 0.07 0.03 0.01 0.01
All other expenses ..., 1.10 1.43 0.88 0.93
Total operating expenses ........................... 16. 16 15.33 13.09 13. 2%
Net operating profit ..............c.ccccocovivenrveerneas 0.542 1.24 3.41 3.24
Non-trading income .... 0.21 0.34 (1817 048
Non-trading expense ..........ccccocervemcrnmvnnnece 0.05 0 135 0.08 0. 09
Net profit before income tax deduction 0. 382 1.43 3.70 3.52
Incomeitant ™ bl 2 L. . 8 - 0.59 1.81 ==
ol AT o R s IO e Sy - 0.84 1.89 =

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

2. Loss.
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Inventories and Stock Turnover

Average inventories expressed as percentages
of mverage net sales of all responding firms in-
creased from 4,06 per cent at the beginning of the
vear to 4,43 per cent at the end of the year, This
trend was common to firms in the middle and larger

sales-sizes, but the smaller firms reported a slight
decline., The rate of stock tumover — average of
beginning and year-end inventories divided into
cost of goods sold — was 19.67 times per year for
all reporting firms.

Cormparison 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. The number of re-
porting firms increased from 21 to 24 with a corre-
sponding increase in the number of establishments
operated from 831 to 951 for the 1951 and 1953
surveys, respectively. Ratios, however, tend to
eliminate these differences and may be used with a
high degree of reliability when compared with any
one fim'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 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 refail 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 ratjios 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 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
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 showed an
increase of approximately 14 per cent. Therefore,
the slight increase in the gross profit ratio indicates
that the absolute average gross profit increased at
a slightly greater rate than did average net sales,
Each of the itemized factors of expense, except
advertising, showed a .ratio decline. The ‘‘all other
expense'’ category, however, increased sufficiently
to cause a slight increase in the total operating
expense ‘ratio in 1953. Because this increase in
the ratio of total operating expenses was less than
the gain reported for gross profit, the net operating
profit ratio showed a slight increase from 3.15 per
cent in 1951 to 3.24 per cent in 1953,

TABLE 4. Main Operating Results Items 1951 and 1933 Compared
(Items expressed as percentages of net sales)

1951 1953
- (21 firms) (24 firms)
% %

BT RINEIALS 0 LI 0 cchon oo sheconevotbanesroraoasMethanashosvansobih orsonssonsannensasassussnsonasasnsass sasana 15.82 16. 50
Operating expenses:

B e ue el {1/t £4 ot s ey RT AL - (2 s Vot s b anrons assvevedldinontisasis son aumsssSissnisostasssne os Eabine 7.57 7.41

R R a0, . ov v oos s camse s ovaFiltananat e shae s oubimrasosns suos essenatnesos savasnspeasssanassesbabanessnnsasontse 1.01 1.00

R L e v onah Bt i Toah T« oo S5 stn earaconanosdisedsnesalos s sasnesansashsTasaniiiensasas 1.10 1.00

T St s 21 fekies ot BB B o Tl Ero5hn e sntanes sint st B Evsmsdisasessesssanshesasa susaonesnnan 0.49 0.71

R O . o ooz i oeunholene s seassastarssonanssssarssentonsbenressrentsossanssensosssnarsrrateassnnonsbeans 2,150 3.14

Total OPerating EXPeNSES .. .............cccccoemiinmiiriririrrentrerorensresaserssemssessoneosasonassonsnennmes 12.67 13. 26

BRI IORREE Lo . oot e dts eosth favssdesansnenss aaveses suamesnshobess shuvansanse i Tonmennse sassos 3.13 3.24

-
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