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VARIETY AND GENERAL MERCHANDISE CHAIN STORES
OPERATING RESULTS
1964

INTRODUCTION

A retail chain is an organization operating four
or more retail stores in the same kind of business
under the same legal ownership.

This report deals with profit and loss statistics,
presented mainly in the form of percentages of net
sales. Results are shown for sales-size groups in
some instances, Balance sheet data are not pre-
sented.

The primary purpose of the operating results
survey is to provide averages or ratios on the differ-
ent 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 dis-
tribution of consumer goods.

SUMMARY OF RESULTS BY TRADES

The 1964 survey covers three kinds of stores in
the variety and general line. Chain stores do practi-
cally all of the business of variety stores in Canada.
In the case of General Merchandise Stores, slightly
more than one third of the business is done by chain
organizations. At tae other extreme the business of
General Chain Stores is a very small part of all

general store business. Gross profit ranged from
17.23 per cent of net sales in the case of General
Chain Stores to 36.24 per cent in the case of Variety
Chain Stores. Net profit before income tax deduction
varied from 2.33 per cent for General Chain Stores to
7.38 per cent in the case of Variety Chain Stores

TABLE 1. Comparison of Main Operating Results of Variety and General
Merchandise Chain Stores, 1964

Item General me?cf.}?:rgg%se Variety

INEEDEGMBEMS, ... o iese M s 8 6 16

Average Net sales per fithm ........cc.ccooovviviniveeeeeeannn. 3,241,415 6,430, 345 25,937,094

Rate of stock turnover (times per year) 4. 94 4.73 4. 34

Profit and loss data
(Per cent of net sales)

GEOREEDROTIIREN 0 ol b ..o ieeeeeeranitisadeBonneearens bessssasassasransos iosenoonse 17.28 30.13 36.24
QI e T AR ORIBIIR S r. .. oscasis oo ethenseestseonsonsossssetseistnness sabassiontostorssisnnasa 16. 83 28.50 29. 39
Net opBRBRE PROMIL . ................. ccccooncineenssnsiionssrcsbuiaensessansesoraness5as 0.40 1.63 6. 85
O FAGIRR INCAME. ..ii e oaereemereiisansanisiassstars sanse isossssoones sansssssne 2.45 1. 45 0. 80
Non-trading expense .................... 0.52 0.05 0. 27

Net profit before income tax deduction........... i cevviecirireiceirioemrenanenes 2.33 3.03 7.38

GENERAL CHAIN STORES

The stores of firms in this classification are
usually located in rural communities and engage in
selling dry goods or apparel, with groceries amount-
ity to one third to two thirds of total sales. In addi-
tion, these businesses have sales of at least one of
the following subsidiary lines: hard goods (hardware,
farm implements, building materials, housewares,
household appliances, furniture and so forth); feed,
fertilizer; gasoline and lubricants.

This is the first time that General Chain Stores
have been surveyed and operating results are shown
in Table 2 which follows. All respondents were
incorporated companies. It is of interest that the
1961 Census of Merchandising revealed that the
gross profit for General Stores as a group was 17.0
per cent of net sales. The ratios ranged from 15.5
per cent for New Brunswick to 18.2 per cent for
Saskatchewan. These figures were derived from
reports of both chain and independent stores.
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TABLE 2. General Chain Stores, Operating Results, 1964
Incorporated companies

Total

Item all firms
T T R e T R S ORI e N - = ST S S S e | 1 ! 8
U R G SO TR OIERAMEAL 5. 1.1, .. 7o der e eiioinianrieeercesreeheenresoniereeeseeras setteessssssnsresenesens s S8ennsnediscin son st oe mhe | 62
MenaEesiet SAlesSIiPer fiTmr o . et R e e e nea S % oo B U IO -~ Dot 3 3,241,415
AVEIRZEYCOStIAIIROBASISON. . ... o, 2 . L e et e BT e e et cee e esranmoneseresBendedrens $ 2,682, 973

Average inventory per firm:
BegINNINE OF FOAT ... iiieiieiiiieiiit st scrbr e et ete e e e st ee e e eaeeeb s sae e e eeessseeb e e ennea saseasrnsannen $ 536. 196
Per cent of average Net SALeS ...t s s s e st anee 16. 54
ENG Of FOAT ..o iiiiieeiiviieiitiereriies ereresereeasees e res seesbasssneemseesnsassmesasseassnennaeeasnesasesentsaserecasetsasaressaes $ 549, 493
Per cent of average net sales....................ccceeenee. T TR 0 s S s I . ST e 16. 95
StOCK tUrNOVEL (LIMES POI YEAT) .. oiuiiiiieiiiciicieceeeieiicietaecieie e e temnteaeeeserare s ssteressnsssnssesennssnssnssssansinsers 4.94

Profit and loss data
(Per cent of net sales)
G = P, DTN e SRR SRS TR T TN - SRS (N o ¢ S 17.23
Operating expenses:
Salaries:
A R e oo e L e . TThrerees sssiasithossasscessntafonsasssiabensonseree s canarsnnsssasearattSoiib 0. 66
(O1d ETen 210l R TE TR R A =i ot I O SOOI e SO . 1 8.11
Employees benefits 0.41
(CLe@neal 7 Y R o U 0. - SRrOUSOU IO~ ST SR TORE. N5 o WS o e 2.8
Taxes! and licenses 05l
INSuFANCEY . W W s, L. 0.38
Repairs and maintenance® ., 0.33
Depreciation® .........cceeeevervueear 0.97
Supplies ............ oo s = o . I 0.77
Advertising .... 0.35
Travelling 0.13
Communication 0. 20
Bad debt 10SS vu..vcoeremeersennes IR 0.08
BYINSEher! eXIDENSEs (ABIVEry eXCIUAEA) ... imereraissssessisiiissssmsriossessesessuaosinsassseBoasarsasnsasonnanids Stass 2.05
Futal OperatingieXPeNSeS . ... i iiieiiriviiraeros i ssnesss s s snnndns s esees e s sesssnads s s TE AR 16. 83
GRS TN, DROTIH . ... .7 o) . oo oo o e o e g vz s s - i o i 0.40
i
| |

Tk 1 D TR R i e e, s ot T o I St e N L St - - e i i i e - 2.45
R TYs L L7 et Ty o i e S ot SR T SO RPN S T NS e VRS B SIS (o T 0.52
Net profit before income tax dedUction ... 2.33
)0 ot s - ve-sio S T Tt B o pRER e B e U~ o SRR .« ) e SRS L 3 0.14
TR T (AR S i L S PR e PR L (ORI e o 2.19

! mxcludes amounts attributed to real estate which is in occupancy expense.



GENERAL MERCHANDISE CHAIN STORES

Thz stoves ol Aowd in this classification are
grivtacily engaged in selling piece goods and/or a
cambination of men’s and women’s apparel, home
wares and house furnishings and other lines in
limited amounts. Stores selling commodities covered
in the definition for Department Stores, but not carry-
ing either major household appliances or furniture
are included in this classification. A general mer-
chandise store may carry a line of grocery items but
these should not exceed one third of total sales.

This is the first time that General Merchandise
Chain Stores have been surveyed and operating
results are shown in Table 3 which follows. All
respondents were incorporated companies. It is of
interest that the 1961 Census of Merchandising
revealed that the gross profit for General Merchandise
Stores as a group was 30.0 per cent of net sales.
The ratios ranged from 21.5 per cent for Newfound-
land to 38.8 per cent in the case of Saskatchewan.
These figures were derived from reports of both
chain and independent stores.

TABLE 3. General Merchandise Chain Stores, Operating Results, 1964, by Size of Firm
Incorporated companies

Item Firms with 1964 sales of Total
under $5,000,000 all firms
L]
INEMDCIRO S IIRME Sl o cmvalacaioisooesibomessnaneracsions oy WL T PRET R, [ S e, 4 6
Number of stores operated .. 23 73
Average net sales per firm ... .. $ 1,654, 230 6,430, 345
AVBrag NCOBTOf CO0ASE SOLU ......i¢.-iveereitriccio siursmionncsecsiosssrssrsanisessorsanse & 1, 130, 546 4, 492,662
Average inventory per firm:
Beginning of year ., X | TR, o S SR 8 300, 654 918, 700
Per cent of average net sales . 18.17 14. 29
End of year ...... it 1, RS e psone b 334, 027 980, 343
Per cent of average net sales . 20.19 1625
R RUTNOWVES (LMIES. DAY YEAT). ., iiciiiiviersereersassesisotassr sitesseseraosssronsrarisassoon 3.56 4,73
Profit and loss data
[Par cent of net sales)
RO SR EONIIS o o o e b B L T e et B aessnadsns 31. 66 30.13
Operating expenses:
Salaries:
Executives ... LA | . SR 2.63 0. 93
Other employees .. 15.12 13.07
Employees’ benefits 0.61 0. 42
Qecupaneyk. . ... ............. 4.50 4,55
Taxes! and licences 0.46 0.58
IEBUARde L......... L st 0.32 0.24
Repairs and maintenance? 0 S 0,87
R CIEMEN 2.0y -0y esosssetorenss 0.80 0. 38
Supplies ........... 1.10 0.68
Advertising .. 3.39 Stk
Travelling .......... 0. 53 0. 31
Communication . 0.52 10,30
AN AL LGS v 51555400 t2en e saesasnsecrmssssaasanad 0.33 0.16
All other expenses (delivery included) ........coveevcvevrveeeriecverneiorerecccnrane 1.97 2R
Total Operating eXPENSeS .........c.ccooveiemeieieieeerereeresesrererseraesessaeesans 32.85 28. 50
Net operating profit ..............ocooomivieeiiiieieeirecienesressieeeecnreeesanneane 1.192 1.63
NN A AAMESINGONNG - o5u: o iastome st osses ohses farsiTess b snsionnthissssnesss ssssesss iss bussonsns FeRbk 1.45
N O S IR RE S AXDENBE! . ..o sais e sernsstotes s FSRorators s ane s 50 ms bonellssrasdonasate srnsossasan U532 0. 05
Net profit before income tax deduction ... 1.60 3.03
e o Tl DT R T E S e TS el N S D%25 1.47
e S T L S C S T | (Tl | 1. 3% 1. 56

' kixcludes amount attributed to real estate which is in occupancy expense.

‘ Net operating loss.
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VARIETY CHAIN STORES

Variety stores are sometimes known as ‘‘five-
cents-to-a-dollar stores'’ or some such designation
indicating the merchandise sold is in the low price
ranges. Usually a wide variety of merchandise is
carried but as a rule no furniture or major household
appliances are sold which is a feature to distinguish
variety stores from department stores. They are also
distinguishable from general merchandise stores be-
cause the emphasis is on a cash-and-carry basis
with merchandise displayed openly and selected
directly by the customers. The operating results of
the 16 firms reporting to the 1964 survey are fairly
comparable to those for previous years.

Gross profit was 36.24 per cent which is some-
what smaller than the 38.66 per cent shown by the
1959 survey. It is of some interest to note that the
1961 Census of Merchandising showed the gross
profit for variety stores to be 34.5 per cent for
Canada as a whole with provincial figures ranging
from 29.0 per cent for British Columbia to 37.7 per
cent for Ontario. The Census statistics take account
of both variety chain and independent stores. Sala-
ries, as a percentage of net sales, were down from
1959 (16.39 per cent against 18.10 per cent in 1959).

There were significunt increases in occupansy
expense, advertising expense and the residual ‘‘Alj
other expenses’ which offset some of the decreascs
in other expense items but the end result was a
somewhat smaller total operating expense figure of
29.39 per cent of net sales, compared with 29.93 per
cent in 1959. Cost of delivery services was of no
significance in 1964. Net operating profit was 6.85
per cent of net sales, compared with 8.73 per cent
for 1959, a decrease of 1.88 per cent. The decrease
is primarily accounted for by the decrease in gross
profit of 2.42 per cent. Final net profit after income
tax was 3.68 per cent, compared with 4.89 per cent
in 1959.

By size breakdown firms with annual net sales
of five million dollars and over operated on higher
rates of gross and net profit than the smaller firms.
Operating expenses were significantly smaller in
relation to net sales, a feature which was not evident
for 1959, and the rate of stock turnover was more
rapid. Inventory on hand at year-end was at a higher
dollar level than at the beginning of 1964 for both
size classes.

TABLE 4. Variety Chain Stores, Operating Results, 1964, by Size of Firm,
Incorporated companies

Firms with 1964 sales of
Total
Item all firms
Under $5,000,000
$5,000,000 and over

NUMBEFOITIINS. ... ..o cotseimmreeneneessiinessacssasssesaces 6 10 16
Number of stores operated ... ..o 47 798 845
Average net sales perfirm .. ...........ccoeevivien. 3 979, 516 40,911,641 25,937,094
Average cost of goods sold ... 3 645, 633 26, 071,504 16, 536, 802
Average inventory per firm:

Beginning offyear ..« s............ a8 232, 375 5, 390, 539 3,456, 227

Per cent of average net sales ...................coceeee.n. 23. 72 13.18 1138 33

ENANQISVEAT ..ot e e pios oo e s $ 270, 244 6. 495, 282 4,160,893

Per cent of average net sales ..................c.cceeo.., 27.59 15. 88 16. 04
Stoek Wwrnower (times per year) ... 2=51 §.39 4,34
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TABLE 4. Variety Chain Stores, Operating Results, 1964, by Size of Firm — Concluded
Incorporated companies

Firms with 1964 sales of
— — - Total
Item 1
Under $5,000,000 all fims
$5.000,000 and over
Profit and loss data
(Per cent of net sales) ’
Grosssprofiit® 0 L o o IR L L L i 34.09 36. 27 36. 24
Operating expenses: |
Salaries:
1T T TES) R | WSS S ) 14l 0. 85 0. 87
GINEHEmplOyees ... ... ... ..\ .. . 6. c6iedeibe 15. 26 152153 15.62
Employees’ benefits .. ... | 0. 37 0.59 0.59
(21 A TH TN o R SO VO o . - I 6.98 6.25 6. 26
Taxes® and licences ... Q52 0.€1 0.61
Insurance! ‘ 0. 67 0.18 0.19
0. 45 0.20 0. 20
1.5+25 1.41 1.41
0.94 1.02 1.02
0. 61 1. 04 1. 03
0:35 0.15 0.15
0. 25 0.19 0.19
- 0. 08 0. 08
1.44 1.27 1522
Total operating expenses ... ... 31.00 29,37 29.39
Net operating profit 3.09 6.90 6. 85
Non-trading income 0. 44 0. 81 0.80
Non-trading expense 0. 20 0. 27 0 ee
Net profit before income tax deduction . . .. ... ... 308 7.44 7.38
Minerirfe Mot (s S S el oSSl RIS 3.3 3. 70
Binalinetiprofit.,. ... ... L. o] -9 1153 3.7 3.68
! Excludes amounts attributed to real estate which is in occupancy expense.
TABLE 5. Variety Chain Stores and Main Operating Results for 1947 - 64 Compared
Incorporated companies
(Items expressed as percentages of net sales)
Item 1947 1949 1951 1953 1955 | 1957 | 1959 | 1964
Number of firms ............... B W Y | . W 16 11 18 11 15 16 16 16
GROSSERHOIILT. . ceiiiiinnennnnnereee o bokose aennssensns ookedont & 37. 67 37.52 37.79 37.77 (38,30 | 38.56 | 38. 66 | 36.24
Operating expenses:
e T O T RVl U N 15, 91 16.6A 1 17.53 | 17.86 | 18.16 | 18.10 | 16. 39

W =3
-
[3

8
4.60 4.70 5.09 | 5.02 | 5.34 | 5.09 | 6.26
0. 82 1.00 1.06 1.12 1, 0,987 1,28 1.82 | 1.08
3.30 3.87 9. 12 4:60 (119°28 [ 3.4 5.48 | 5.72

‘Total operating expenses ... . 24.63 | 26.23 | 27.64 | 28.34 [29.03 (29.55 | 29.93 | 29.39
Net operating profit ... . AR - eI 13.04 11.29 10.153 9.43 | 9.27 9. 01 B.73 | 6.85

—
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DEFINITIONS

Profit and Loss

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

Purchases — are taken at invoice value less returns
and allowances, cash and trade discounts. Added
to the cost of merchandise are the following ex-
penses: duty, inward freight, express and truck-
ing, alterations, and transportation costs from
warehouse to stores.

Cost of goods sold — determined by adding the
beginning inventory to net purchases and deduct-
ing the ending inventory.

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

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

Salaries and wages, commissions and bonuses
(except delivery) — payments to employees be-
fore deduction of income tax or unemployment
insurance, etc. Included are salaries paid to
executives of incorporated firms. Proprietors’
salaries or withdrawals are included in ‘‘net
operating profit”” for unincorporated store
operations.

Employees’ benefits — contributions made towards
employees’ pensions, unemployment insurance,
hospitalization and other staff benefits. (Ex-
cludes employees’ own contributions.)

Occupancy — the cost of maintaining and occupy-
ing a place of business and includes property
taxes, insurance, heat, light and power, repairs
and maintenance, depreciation, mortgage inter-
est on owned real estate and rental expense on
rented premises.

Taxes and licences — excluding property taxes.

Insurance - premiums for insurance policies
carried to protect the business, covering fur-
nitureand fixtures and inventories but excluding
real estate insurance and insurance on delivery
equipment.

Repairs and maintenance — costs incurred to keep
fixtures and equipment operating efficiently.
(Excludes capital expenditure and delivery.)

Depreciation — allowances on fixtures and equip-
ment (except delivery).

Supplies — wrapping paper, twine, store and
office supplies, etc.

Advertising — displays, window dressing and

sales promotion.

Travelling — all travelling expense including
buying.

Communication — telephone, t@legraph and post-
aga.

Delivery — salaries paid to delivery men, truck
repairs and maintenance, depreciation, licences
and insurance on delivery equipment and sup-
plies used in connection with delivery (gas,
oil, etc.), all other costs from stores to cus-
tomers including amounts paid for contract
delivery.

Bad debt loss — amount written off or reserve
provided for during the current year.

All other operating expenses — bank charges,
legal, auditing and collection fees, etc.

Non-trading income — interest earned, net revenues
from rentals, financial charges, delivery charges
made to customers and bad debts recovered, rev-
enues from investments and other non-trading ac-
tivities.

Non-trading expense — interest expense and any
other expenses not pertaining to the business.
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