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OPERATING RESULTS OF
CHAIN FOOD STORES

1959
INTRODUCTION

Retail chain store firms are defined as those organizations operating four or
more retail outlets in the same or related lines of business under the same owner-
ship. Controlled subsidiary companies are included but ‘‘voluntary’’ or **sponsored’’
groups in which the stores are individually owned are not,

This report deals with profit and loss statistics, presented mainly in the
form of percentages to net sales, Results are shown for sales-size groups similar
‘o the 1957 study. Balance sheet data, first collected for 1357, have not been re-
tained in this series. The financial structure of firms in this chain store survey is
so widely different that averages have little meaning.

The primary purpose of the operating results survey is to provide averages
or ratios on the different phases of business operation against which firms in the
same trade may make direct comparisons with their own results. They also provide
useful information to others interested in the cost of distribution of consumer
goods.

Note: Definitions will be found on the last page of this report.



6 MERCHANDISING AND SERVICES

Summary of Results by Trades

This 1959 survey covers only grocery and com-
bination store chains. Food store chains can be
considered as covering other trades such as bakery
and candy. For purposes of operating results studies,
however, the combination of manufacturing and re-
tailing in thesetwo trades issuch that results would
not be meaningfu as a measurement of retail oper-
ations. In the grocery and meat field, a gradual
shifting has occured toward the ‘‘combination'’
type of merchandising; i.e. specialized grocery
store and meat market chains are becoming fewer,

In this repcrt resuils of fow arecdy flfms are still

shown, but meat market chains are no longer sur-
veyed for profit and loss data.

The compearison of operating ratios for grocery
and combination store chains is shown below. The
combination store chains operated on higher ratios
of gross profit, spent less of their sales dollar on
expenses and obtained greater net profits than gro-
cerv store chains.

TABLE 1. Comparison of Main Operating Results in Chain Food Stores, 1958

Item i Grocery ; Combination
{ l
. I

DR OF FLP s i B hears v s Bl P - e ket E 4 ' 29

Average net sales per firm ; 3,998, 059 I 48,%67.379

Pl b toc kiRl Sp or FEALNE Ba i e el do ST 5 8.52 i 16. 81

Profit and loss data ﬁ ‘
{per cent of net sales) { .

GLochI DR 8 0 e | el L Rt | 16.49 i 1%. 90
OBEIAINET EXPENSES’ el oo 5o cibucraiiasos sronidion fonosoe BEsntveeobinSuepon GG L s naaf e \ 15.28 15. 1%
Net operating profit ...coceeicecnciciiniiciinn - 14241 A
NON-tPAGINE INCOME -ooeeeieiiranresiessnstsseenssasssasiosistoearen sosssasnonassssssnsessasssosasan ! 0.23 0k 5%
RS R R T SR i G O B 0.01 0. 35

Net profit before income tax deduction .. 1 1.43 3.03

|

CHAIN GROCERY STORES

Only four firms in this classification reported
profit and loss information for 1859. All of the firms
were incorporated, so that results are shown for in-
come tax and final net profit. Firms in this class

sell 68 per cent or more of a general line of grocer-
ies, while fresh meat must not exceed 15 per cent of
the total trade.

TABLE 2. Opetating Results of Chain Grocery Stores, 1959

Item

Total all firms

DI TGP . .. -Seamtscs. oo nsnon - 1eiomsrevansTaess sios bl TENGRN A esnness 5

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

Beginning Of FeAT .cccocivrirremsiririnesceeeeesninass e sarrasans ssaase e eienns

Per cent of average net sales

PRaNGIRGEETE- Rt s BN SR

Per cent of average net sales ...

Stock tUINIOVEr (LiMES PEI FBAP) teoeirirricirirorerieiiesoiesranearens csbtaasrisss nabesastsnan s s Lt s ss s nstss sa et enasaosanstssnsanaarats

gy

.............................................................. 4

65
3, 998, 059
3,338,604

391, 046
l 9.%8
393, 061
9.82
8.52




OPERATING RESULTS OF CHAIN FOOD STORES 3
TABLE 2. Operating Results of Chain Grocery Stores, 1959 — Concluded
Iteh ; Total all firms
Profit and loss data ‘
{per cent of net sales)
(7R A IO el X IS . U D TR Gl S U W T 16. 49
Operating expenses:
Salarjes:
EE e S 5 Rl B e R I B i cotensecees ncantmon dhne o b B cnite. « 1.0
Cons TG AT T e R R B R R S SR e 1 ey Nervy IO YOOI At 1 8.07
EMNDIOVEES’ DENELILS rvovercmeerisrmseseermmtansrvrasstasssesnasssssessnasssssonssest stnsassonsensmonsbtsastasancrs sorabsrnassssstsussasssensheans \ o1
LT CUPBNCY -rosunssnonssanestonnssasarnsnorsnerssssosests shasn s ssssssanssosssss rrve ess sy bessas e gasdos e s e e A e n e dan£as s s e e 1o de 4R e o1 e s e se s sn s b 2.07
RS AN [ICBNS S oo cfiiss. .ovisiursserearsrsrsnsarsssohoboanasaeerarese Sl N S L [ L e LY R | 0.15
oo oor T T e i b S R PR SR 0.067
L s g et e Te R | e S R g T i~ S S S [ 0.09
Depreciation? k 0.80
EHRpliesE:....... g = ' 0.97
PG N ST s S LN o N LR o S e BB, oo T A R S L B v e B e 1 ! 0.83
TTAVELLITIE - cccasarrceoositicssnneoeisnnsrasnsoonstesstsensnenrersessmmnsssentesnassrassdvastetebiessd tesonsssasnsnssasrsnssossssessasasasassebbsonnsaesss 0.07
T T gy . ol e B S S T s i R NN R SRR SO NN 0.05
ST S st S | e o | S el R e e e | 0.54
Bad debt loss ! 0. 04
All cther expenses 0.22
[
DR T E T PR e PP 650 b e T 50 0 g 3775 gt - Sl 1 4 v« §c S s oS50 b - M e sl ' 15.28
Nat operating PROMIL ..ot ettt e s e e et | 1.21
PR AAINE NCOME . ...c.covorisdonmesiniirininsninsirnssasstestebastrotsnassstacasssisasass sasasssessesssarssness oo Moot oo il ! 0.23
Non-trading expense 0.01
Net profit before income tax GeAUCEION ...iuciiiivimirrmsurenssisiesemssisnsassessen e ssastssrasts anssssasssssnassnasssnsssarassesssnses f 1.43
IR Y. ... . . 2o as. o i svos- d0Mrats s noo s e viWbesanicso vins suasss s vaeyoe o SHMAgar oo wamsaicn - Fumtanassesadypoe e asaveshnomarvanesaibenennose | 0.69
1
P a8 S TRy RO RS T W RS T et SO e e r 0.7
! Excludes amount attributed to real estate which is in occupancy expense.
TABLE 3. Chain Grocery Stores — Comparison of Maip Operating Results, 1949-59
(Items expressed as percentages of net sales)
liem 1549 1951 1853 1855 1957 1859
C TR e S Y. S SO 8 8 6 6 5 4
TR T S e 15.96 15.53 14. 96 16.03 15.46 16. 49
Operating expenses:
e T T S S 8.66 8.53 8.356 8= T5 8.49 9.17
Occupancy 1.61 1560 1.;56 1.54 1.56 2.07
ARG e e . Lo L e a0 s 0.18 0. 51 0.65 0. 89 0.61 0.83
Bl GtHEIT@XDENBLS «..ccriverescenssaccsnsersnssssasssnseronsssinssanense 2.48 3.47 3.25 3.74 3.72 3ol
StAlNORErAting EXPENSES .. svei..cc-tuiienieseeiiiinsshensis 12.94 14.12 13. 80 13932 14.38 15.28
B G e T 1) ¢ | O RO SR S 3.02 | 1! 31 1.16 0.71 1.08 1.21
S {
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CHAIN COMBINATION STORLS

Firms in this classification sell groceries and
fresh mea: with neither line constituting less than
15 per cent of total sales. All firms reporting in the
two largest sales-size categories were incorporated.

For these, ratlips are showi fos tncoae tax dad Maal
n=t profit after taxes. Where unincorporated firms =&#
included, the ratios of income tax are not comparablg
and are not shown.

TABLE 4. Operating Results of Chain Combination Stores, 1958 by Size of Firm

Firms with 1958 a‘es of |

Irer r Total
= Under £10,000,000- | 9100 000,000 all
£10.000,000 99,096,899 | and over sizes
- 1 [ 1
AR O TITINE. x oo e - o rmene oo eenne eri I 16 | 8 5 29
Number of stores operated i S0 248 1,053 | 1o 3t
Aversge net sales per frt . .. ... - $1 3,300,320 18,804,397 241,216,737 48, 59%, 278
Average ccst of g*“"< <a B i L. T ) 2,763,752 ¢ . 15,551,913 » 199, 693, 95 ¢ "3ONECNSTIRE
Average inveniory per fir i | i |
Beginning of vear ... b 148, 424 1,046,953 1 11, 325,500 2,323,724
Percenl of average net sa)e= 4.50 Seeafl | 4.70 | 4.78
Erd of vear. 182, 661 | i,177,592)| 18, 58I 2, 423,083
Per cent of axerage net sales ... B8 'S8 6. 26 | 4. 80 4.99
Stock turnover (times per year: ... . 3 16.70 13. 98 17.25 | 16. 81
Profit and loss data i
{per cent-of net sales| i [
GRISSVIERITE A ke S i oo S S e o e i oo e l 16. 26 | 17.29 ; 18. 05 | 1%, 90
Operating expenses: ‘[ | !
Salaries: - ;
Lo e . S OO G v DI B 0. 92 0.42 | 0. 5% 0. 20
Other employees .. ! 6. 82 a3 T, J64 7.68
Employvees’ benefits | 0xy 1\l 0x 2 0..38 1 0. 36
e o f el R I ORI SIOR B 12 79N 2.3L% 2.48 8 2. 14
Taxes, licenses! ... b Wl Bt N F s 01340 0.19 3% 0.18 0.148
IREEIERCE" ..o ... e . ' 0.14 | 0.11 0. 08 0. 0&
Repairs and maintenance! ........... L 0.35 i 0. 32 0.47 0. 43
EEREECIETIOn! ......ccoocodbeeeesaiess ) 0.68 1= 10 0. 81 0.5
Supplies = 108 1. 65 0. 90 0, Gl
Advertising . i U0 1.16 | 1. 06 | 1.02
Travelling ...... - 0.07 i (1/80]] 0. 08y 0. 06
Communication .. o 0.08 | 0.10 | 0. 06 ‘ 0.07
Delipery IR L. e U 12 0. 42 0, 2k g.483
All other expenses ... -1 0.44 1. 01 0. 66 | 0. 69
ROIZI OpETALIMEEXPENSES ....... 00t veresrornegmrnisons spisenrensos i 14, 57 ! 16. 52 15. 03 | 15, 1%
NERSReralRe Bl s T S e D : 1. 69 | 0. 771 3.02 | 2.7
Nan-tradiag InCOmE .......... ‘ 0.25 | Q62 | 0.60 ! 0.59
NENESEE N XDORSEl L oo oy s r 0.13 0.11§ 0.32 ] 0. 29
Net profit before income tax deduction . 1.81 1. 28 | 3.30, 3.03
7 O O S R i s SRR S = 0.51 | 1. 50 -
Finial net profit | l - 0.%7 ‘ 1. 80 ’ -
! Excludes amount attributed to real estate which is in occupancy expense.
TABLE 5. Chain Combination Stores — Comparison of Main Operating Results, 1947 - 59
‘ltems expressed as percentages of net sales;
Item . 1047 | 1949 | 1951 | 1953 | 1955 | 1057 | 1959
|
NUMD TR ORI "L : e S e AT, o SR, N0 . e e 24 ! 21 21 24 22 26 ‘ 29
Gross profit 15.99 . 15,60 ;. 15.82 | 16.50 | 16.45 | 17.44 @ 17.90
Operating expenses: 1 | i
SRS RESEE. = L e B SRS R 8.38 } 17.99 =517 e 41 G T.42<% TA88
Occupancy ... | LB W35 1. 28 1. 26 1.39 1B, T
Supplies ... (cimi ! ‘ T3l i 40 ' IN60 0. 96 0.98 | 0.9%
Advertising ................. 0.51 | 0.49 0.49! 071 0. 91 0. 91 1.3
All other expenses ............ 2.48 1, "LBAY 12038 | WS 2. 47 2. e} 3. 09
Total OPerating eXPenses ... ..........c.c.ocerieeciceercmnerenn: 13.23 |- 13.13 , 12.6%7 | 13.26 ! 13.404 W8 80 | 15 14
N LT e R, SESERLL E e 2.76 | 2.47 J 315 a2 | 3.0 36 2w
| i ! 1
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DEFINITIONS

PROFIT AND LOSS

Items

Net sales - the dollar volume of business dcne. Allowances and
discounts granted to cusiomers and value of goods returned
by customers ate deducted (!rom gross sales, but sales of
meais or ivnches provided employees and any goods with-
drawn by the proprietor for personal use are included.

Purchases — are ‘taken at invoice value less retumns and allow-
ances, cash and trade discoun:s. Added to the cost of mer-
~nandise are the following expenses. duty, inward freight,
express and trucking, alterations, etc.

Cost of goods sold — determined by adding the beginning inven-
1oy ¢ net purchases and deducting the ending inventory.

Gross profit ~ the difference between ‘‘cost of goods sold’" and
‘‘ret sales'’,

Operating expenses — all costs incurred in the year’s operation
of a business, except the cost of merchandise. These include:

Salaries and wages excep: delivery) — payments to employe=s
before deduction of income tax or unemployment insurance.
Proprietcrs' salaries or withdrawals are included in ‘‘net
cperating profit™’ in unincorporated store operations.

Delivery — includes salaries paid to delivery men, truck
repalrs and maintenance, depreciation. licences and insur-
ance on delivery equipment and supplies used in connection
with delivery (gas, oil, etc.),

Taxes — business, property and water taxes. Taxes collected
fer remittance to governmental bodies and income tax are
w0 included.

lnsurance — annua! proportion of premiums for insurance
policies carried to protect the business.

Rent — payments for use of business premises,
Heat, light and power — cost applicable to yeat’'s operations.

Repairs and maintepance — costs incurred to keep [ixed
store assets operating efficiently (excludes capital
expenditure).

Store supplies — wrapping paper, office supplies, etc.

Advertising — displavs, window dressing and sales prcmotion.

Net bad debt loss — estimated amount of uncollectable
customers' accounts receivable less the amount recovered
from fermer bad debts,

Other expenses — telephone, telegraph, postage, bank charges,
legal, auditing and collection fees, etc.

Net operating profit — is the difference between ‘‘total oper-
aling expenses'’ and ‘‘gross profit’’ and includes propriecors’
salaries and withdrawals before income tax deductions.

Occupancy — the cost of maintaining and occupying a place of
business and includes: rent, business and property taxes,
insurance, heat, light and power, repairs and maintenance
and depreciation.

Non-trading income — interest earned, tevenues f{rom rentals,
other activities, carrving charges and investments.

Non-trading expense — interest expense, rental expense, any
other expenses 7ot pertaining tc the business.
’

Ratios

Stock turnover — the number of times in a year that the average
merchandise inventory is sold and replaced. The average of
the beginning and ending inventories is divided into the cost
of goods sold.

Note: Each of the following ratios are expressed as a per-
centage of ‘"net sales’ . Consequently, it is permissible
to make direct comparisons between these ratios. Each
ratio represents a portion of the average net sales’
dollar,

Gross profit ratio — sometimes referted to as the ‘‘gross margin
ratio'' or ‘‘mark-up’’ represents the difference between ''cost
of goods sold’ and ‘‘net saies'‘. It is the portion of the
average sales' dollar from which the merchant meets his
operating expenses and obtains his net operating profit.

Operating expense ratios — each item of expense, as well as
*"total operating expenses’’ when expressed as a percentage
of ‘'‘net sales' shows the amounts of the average sales’
dollar required to operate the average business,

Net operating profit ratio — the remaining proportion of the
average sales dollar after ‘‘cost of goods sold'' and ‘‘total
operating expenses’’ have been deducted, From this amount,
the percentage allowances for both proprietors' salaries and
income tax should be deducted, in order to determine the
percentage to sales of net returns on capital investment.
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