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OPERATING RESULTS OF
CHAIN FURNITURE STORES

1889

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
ownership. Controlled subsidiary companies are included but ‘‘voluntary’’ or
“spensored’’ groups in which the stores are individually owned are not.

This report deals with profit and loss statistics, presented mainly in the
fcrm of percentages to net sales. There were too few firms in this class to
provide a sales-size breakdown. Balance sheet data, first collected for 1957,
rhave not been retained 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 dperating 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.



4 MERCHANDISING AND SERVICES

CHAIN FURNITURE STORES

Firms included in this classification are those ing charges on credit s@ics we repories 48 other or
whose sales are mainly household furniture and non-trading income. Net operation profit, therefore,
furnishings. Household appliances may also be is depressed since the expenses involved are
sold but to remair’'in this class, a firm must not sell included in total operating expenzes, but the revenue
more than 32 per cent appliances, enters into consideration after operating profit:

Comparison of operating ratios for the vears Final net profit before taxes, however, reflects the
surveved are shown in Table 1. Detail profit and vearly operating efficiency of the trade.

loss ratios are given in Table 2. In this trade carry-

TABLE 1. Chain Furniture Stores Main Operating Results for 1947 to 1959 Compared

(Items expressed as perceniages of ne: saies

Tiem | 1847 | as4e | 1951 | 1953 | 19855 | 1957 | 1980
‘ i i
Number of finms, S8 TR SRR L s R O ‘ 10 10- 13\ 10 8 10 | 9
Gross profit .......... 1 = Bl BCEINS L g | 3257 | .11 30.68| 31.%8| 38457 36 684 TEGAE
Operaiing expenses: !
T TR AN S T . |, Um.86 | 1241 Mee2; 1106 MPSs b 6.8 1688
Cgelipanca’ ... 8. o LY w0l AR . A 85 ‘ 5,34 4. 11 1 3. 96 4.95 | 4,43 l 4. ¢
BRETHEING ..\t s e T 3,041 469 ] 3.22 .46k Gah|" 4884 2
Al other @XDEDEEBE. - oihot b o bl i | 499 | 894 727! 705! 880 1540 14.0i

Total operating eXpenses .............ccccccoeeeerr.nen. 24. 74 31. 08 2ne0 26. 45 31. 24 ' 41, 46 ‘ 41. 24
Naioperafimerprofitel o8l b, 5. 83 4,03 3,46 5.33 2,21 I 4. 77’|‘ 5. 11°

Net profit before income tax deduction ... 7,831 F,781 4511 & 651 5.85| 871 ; 8. 08
: L

! RevisBd, .
2 Net operating loss.

TABLE 2. Operating Results of Chain Furniture Stores, 1959

Item —L Total all firms

1R T IR T P A s T o el W e T TR 9
Nislic it adonemmueaiy,., | L. e W o0 ST el a0 LR T 185
AjieragepneiEsalies D er g .. .= o loh . BRI SRS SR i s s i 5, 080,093
ANeraRe casi ol o SIS Qla; me. ot oo e % Al o T . e o OO T s ot e e e s ec et o $i 3, 250, 769
Average inventory per firm: |

BegiOigpRof yeal i 4. ddoet . B g ML BN SR p N LR e R $ ‘ 808, 031

PercentiSiMnverige pagsales -5 .o 0. o U snbme ey SRS % 0 e e e i 15. §7

End of year ......... Y et RIS GRR, 0, - 1 R | G SR ] T RIS T S SR [ $ E 820, 0%

BericeliflofFaverage Nedsaletl 28 1 | L, x WL S S L L o0 MR L o R i JERNE

Stock tUHIDN ERl (LIMES) DL AR ...0... oo oren o vrrisesadith dulns dMusas dsiihe s gl ds Bl s oo s funesassssaashe s obp 530 Svs byl | 3. 09



OPERATING RESULTS OF CHAIN FURNITURE STORES

Operating expenses:

TABLE 2. Operating Results of Chain Furniture Steres, 1959 — Concluded
Item |l Total all firms
!

Profit and loss data
tper cent of net sales)

oo M e o L et I ey Y e 0 B eodon | SR g, vy, B e L

Salaries:
R W B R AL sl ] e e i A s g e S R B ) |
s e TR S S S, T SRy st S RN S OO SR 8 O SR SO S I

B R R B SR S BILE oot 5 000 G ST o ovusva TS M sgsovavasiof¥s Fras suivabunt vossararaavastufifbonancaseaasvasd

DR M e b B b T e 85w o oo B oo oo o e e e b 6o vo Shnb o oo on s s lan oo e s

T GG B L R o ST Sl U 3. RSO SROIE D oSO R SUE

i e L el e opronl, 'SR v - SO SIS SN Co U IO g S St e — SN

Repairs and maintenance!
e rne TR T R SO N T Yen N SO JUSSUNNE. SN SR R e T LR A
oo s T UL R e RN S S SRR e OSSN SRR S S AP SRR | S SO
o e R R RS T N [ O o S RS o S o W - <SS ;

Ce ey WS I RN, SR B S TR Ol L. I O SO0 S . !

RO R . \............ e o5 o JHEO o otse e - oo oahaghs dhosse sodBOC@ES o s oo ens SRR ouut oy oo ettt s« B S SR e g

R T R . eSS 8 T e U SOTORUPUURRS Tl L S N
I R Bk o IO o O i B L R e i LT i
]
b ey ey (R R LT LR, | S T T S ——"— S

b el T e R I RS L s T U = RN SRR WS IR, ¥ SR MY

Net profit before income tax deduction .........cc.cccevemvivensreiisesrnereerereere e e v

36.13

0. 60
16. 18
0. 26
4. 98
0.25
0.32
0. 88
0. 36

5. 46
(19!

3.41
3.83
1176
41. 24
5. 11

14. 74
1. 55

8. 08

! Excludes amount attributed to rea) estate which is included in occupancy expense.



& MERCHANDISING AND SERVICES

DEFINITIONS

PROFIT

ltems

Net sales - the dollar volume of business done. Allowances and
discounts granted to customers and value of goods returned
by cusiomers are Geducted from gross sales, but sales cf
meals or lunches provided emplovees and any goods with-
drawn by the proprietor for personal use are included.

Purchases — are taken at invoice value less returns and allow-
ances, cash and rrade discounts. Added to the cost of mer-
chandise are :he following expenses. duty, inward freight,
express and uucking. alterations, etc.

Cost of goods sold — determined by adding the beginning inven-
tory to ne: purchases and deducting the ending inventory.

Gross profit — the difference between ‘"cost of goods sold*' and
‘‘net saies’’.

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

Salaries and wages (except delivery) — payments 1o emplovees
before deduction of income tax Or unempioyment insSurance.
Proprietors’ salaries or withdrawals are included in ‘‘net
operating profit'’ in unincorporated store operations.

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

Taxes — business, property and water taxes. Taxes collected

for remittance to governmental bodies and income tax are
not included.

Insurance — annual proportion of premiums for insurance
policies carried to protect the business.

Rent — payrients for use of pusiness premises.
Heat, light and power — cost applicable to vear's operations.

Repairs and maintenance — costs incurred to keep fixed
store assets operating efficiently (excludes capital
expenditure:.

Store supplies — wrapping paper, office supplies, etc.

Advertising — displavs, windcw dressing ana sales promotioni.

AND LOSE

Net bad debt loss — estimated amount of uncollectable
sustomers' accounts receivable less the amount recovered
frorme former bad debts.

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

el operating profit — is the difference between "'total oper-
ating expenses’ and ‘‘gross profit’* and includes progriecors’
saiaries 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, revenues from. rentals,
other acrivities., carrving charges and invesiments,

Non-trading expense — interest expense, rental expense, any
oiher expenses not pertaining to the business.

Ratios

Stock turnover — the number of times in a vear 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 permissitily
10 make direct comparisons between these ratios. Eagh
ratic represents a portion of the average ne: majms’
dollar.

Gross profit ratio — sometimes referred to as the "‘gross wligla
ratio’’ or ‘‘mark-up’’ tepresents the difference between 'Ot
o! goods sold”’ and ‘'net sales''. It is the portion = ihe
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
"“tata) operating expenses'' when expressed as & percentage
of ‘'net sales'’ shows the amounts of the average sales’
dollar required tc 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 deternine the
percentaze to sales of net returns on capital investment.
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