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FOREWORD

For some time the Bureau has recognized the practical wvalue of published
information on average operating results, that is, on average rates of expenses and
profits, etc., in the principal retail trades. Indeed the first studies of this
nature were made for the year 1338, and since then an increasing demand for such
information has been experienced by this Bureau. It is in response to this demand
that the present series of reports is now being issued.

Concerned mainly with average expense and profit percentages, compre-
hensive information on the operating results of retail stores deals with many of the
significant factors which eventually determine their success or failure. Such infor-
mation therefore represents the resulte which many retailers have obtained in meeting
the problems that are common to their particular kind of business. Statistics of
this nature, moreover, have the practical value of enabling individual merchants to
compare their own rates of expenses and profits with the results of similar stores in
their trade, from which they can isolate for further analysis the areas in which their
performance has been below average. The resulting opportunities for improving the
efficiency in retull store managements may well be of some importance in peacetime
a3 Canadian retailers under nmore competitive conditions endeavour to distritute the
products of an expanded industrial economy. These considerations and possibilities
have been set forth under the heading "Importance of Information om Operatin: Resuiis
in Retail Trade" commencing on page 2 of these reports. A separate discussion
beginning on page 8 under the topic "How Lhe Retailer Can Use Information un Operating
Results" has also been included as a pussible guide to retailers using the bulletins.

It must be emphasized here, however, that the statistics presented in
these reports are subject to important limitatioms in respect to their coverage and
representativeness. This is because the figures are based, not upon a comprehensive
survey of large numbers of co-operating stores, but rather upon comparatively small
sample numbers of such firms. These samples, of course, should be large enough to
permit the different influences affecting operating results to average themselves
out and thus present the more typical operating experiences of stores in the different
size and occupancy classifications of stores. For many kinds of stores, unfortunately,
the number of usable returns when distributed between these classifications may be
too small to permit any special or erratic conditions completely to iron or cancel
themselves out. These aspects of the reports are discussed more fully under the
heading "Limitations to Informaticr ¢ Cperating Results®™ on page 6 of the bulletins,
and to some extent under "How Lae Retailer Can Use Information cu Operating Resulta®™
on page 8, to both of which the reader is referred. It should therefore be noted
that the present studies are tentative in nature and must await the results of pub-
sequent surveys for conclusive evidence as to the validity of many of the statistics
herein presented.

In spite of the preliminary nature of the statistics, however, these
reports are being issued in the belief that they will at least reveal the future
scope for such studies and may well provide some useful, although perhaps rough,
indications of the operating experiences of the retall trades under review. The
bulletins have been prepared in the Merchandising and Services Branch of the Bureau,
of which Mr. A.C. Steedman, B.A., is Chief, by Mr. A.K. Chipman, M.B.A.,
Statistician in the Branch. The suggestions of those obtuining and using these
report.s will be most welcome to the end that better and more useful studies can be
made in future.

HNtrlba X sl atl

H. Marshall,
Dominion Statistician.
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CPERATTHG KESULTS OF INDEPEKDENT RETAlL STCRES, 1944.

TART I - GENERAL SECTION

This report is one of w series presenting average operating results in
selected branches of retail trude for 1944 and, where possible, for both 1941 and 1944.
The first scries of such studies was made by the Bureau for the year 1338 and presented
somewhat similar information on averayge operating expenses snd profits against which
individuusl firms could compare their own results. Since that tine requests have
been received on un expanding scule for corresponding types of reports, a fact which
indicutes the growing interest of merchants and others in information on costs in
retail trade. It is in response to this demand that these reports are now being
issued.

The basic information for such studies was obtuined primarily for the
purpose of irproving the Bureau's cstimutes of the country's National Income which
originated in unincorporated and independent retail stores. Such establishnents
predoninate to a narked extent in retail trade, comprising 90 per cent of all 137,351
atores enumerated in the 1941 Census, accounting for 55 per cent of total sales of
$3,440,901,700, and providing a livelihood for nearly 132,000 proprietors and partners.
The net earnings of these proprietors and partners thus represent an iuportant
contributior to the Kational Income totals. Aggregate figures on these net earnings,
however, are not readily avusilable to the Duresu fron other sources and for this
reason it was decided early in 1245 to cobtain the required information by a direct
survey of sample groups of retail stores.

Accurate and conprehensive figures on the Nationaul Income are now legurded
a5 nne of the best measures of the purchusing power and economic activity of the
country. These statistics, conusequently, are highly important as aids to both
governnents and business in the determination of their plans and policies, and
particularly so in relation to the problen of maintaining high levels of employment
witain the country. leriodic surveys of retuil trade will therci'ore be nade to
obtain the intormation necessary to estimate accurately the total net earnings of
unincorporated retuil stores for inclusion in the National Income statistics.

In carrying out this tagk it is hoped that information on averuge
operauting results will be made available to retailers in even greater detail than
has been found possible in the recent survey. Thus, the co-operatiom of retailers
in supplying information on their own operating experiences has two beneficial

Price: 25 cents
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results. In the first instance, it enhunces the accuracy of the Bureuwu's estimates
of the National Income arnd the soundness of the governmental and business policies

which are based on such figures. Secondly, the co-operation of retuilers in these

surveys provides them with yardsticks of performunce against wnich they cun compare
their own finauncial results.

The figures waich co-operating retuilers supply to the Bureau on their
costs, expenses and profits are quite obviously highly confidential in nature. They
are Bfrictly so regarded by the Buresu and are used only for the two purposes just
outlined with no disclosures of the results of individual operations being made.

Information Contained in Reports on Retail Operating Results.

The information presented in this and subsequent bulletins consists
primarily of the financial results which the different kinds of co-operating stores
obtuined in the year under review. The information conseqguently covers such
individual items as net sales, purchases of merchandise for resalc and beginning
and ending merchandise inventories, cost of goods sold, gross trading profits after
costs of merchundise sold have been deducted from sales, the several categories
of operating expenses incurred during the period znd finally the net earnings
available to proprictors after all costs and expenses have been subtracted from
sales. In other words, the information here under study consists of the more
important financial items usually found in the typical retail Profit and Loss
Statement.

There arc of course many general factors which commonly affect the
finencisl results of retail stores. Three of the nore importunt of these consist
of the kind of business, that is whether the store is a grocery, an appuarel, a
furniture store, etc., the amount of annual sales made by the store, and the basis
of occupancy, that is whether the store is owned or rented. The reports of the
co~operating rotail stores were therefore classified by kind of business and with-
in the kind of business cutegories into groups according to the amount of sales
made. These groups were cguin divided by method of occupancy into "owned" and
"rented" categories. The figures were then compiled for each of the individual
groups and reduced to the form shown in the tables of this report. Thus gross
trading profits, the geveral expense items and proprietors! net earnings before
income taxes and withdrawals appear as percentages of sales whilc stock turnover
appears a3 a ratio indicating the number of times the average inventories were
turned over during the year.

These ratios are therefore averages of tho operating results which the
different groups of unincorporated stores actually obtained. As such, these
averages are at leust indicators of rates of gross trading profits, of expenses
and net earnings which similar stores may have experienced in the period under
review.

Importance of Information on Qperating Results in Retail Trade.

The critical value of information on operating results for use in computing
the net earnings contributed by unincorporated retail stores to the highly
important National Income estimates has already been pointed out. Indeed, the not.
earnings of individually operated stores add to really sizable contributions, being
estimated at nearly $150,000,000 in 1941 and nearly $200,000,000 in 1944. Quite
apart from its value in this respect, however, there are other economic and business
uses which increasec still further the practical importance of this type of infor-
mation.
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Many of these uses arise from econamic changes brought about by transition
from war to peacetime conditions. During the war years, retail trade experienced
high levels of consumer demand, usually for relatively inadequate and in some lines
for severely restricted supplies of merchandise. These conditions in turnu tgnded
to reduce the intensity of competition between stores in the same kind of business,
as well as competition for the consumer's dallar between stores handling different
kinds of goods. The resulting curtailment of price competition between retailers,
the oxtension of price control which in general tended to stabilize buying and
gelling price relationships for retailers, and a diminished need for mark downs and
sales allowances all exerted influence in the direction of maintaining or improving
the percentages of realized gross trading profits. Apart from the furniture, radio
and electrical, and automotive kinds of stores, the sales volumes of individual
stores generally increased throughout the war period. These gains in turn tended to
level off or to reduce expense percentages, the dollar amounts for some of which had
been favourably affected by reduced credit losses and by curtailed expenses of
operation.

Different conditions, however, can be expected to prevail in peacetime which,
for purposes of discusgion, can be broken down into two phases. During the earlier
transition period industry will re-convert to peacetime activities and its subsequent
production can be deemed to go far to meet consumers' pent-up demands, especially
for many types of durable goods. Consumer purchasing power will likely remain
relatively high due partly to wartime savings, partly to the high level of industrial
activity, and partly, with crops permitting, to the substantial export and domestic
demand for food products. An expansion in the numbers of retail stores in business
may also be anticipated as war veterans, and individuals displaced from war production,
establish theilr own businesses. During the early part of this phase, the supplies
of many kinds of consumer goods may be inadequate to meet popular demands for them.

As this period advances, however, consumer demands will settle down more to a
replacement basis, expanded ocutput will be able to build up normal stocks af
merchandise at different levels in the manufacturing and distributive praocesses, and
the functions of demand creation and sales promotion will become steadily more
important.

The more normal peacetime period may therefore be marked by the greater
necessity to promote and sell the products of an expanded industry. With freer
price relationships between merchandise cost and selling prices then prevailing,
great.er pressures may be exerted on retallers' gross trading profit margins than
before. This condition will probably result from a combination of influences in-
cluding the increased guantities of readily available supplies, the desire of manu-~
facturers and retailers to increase commodity and store sales through lower prices,
and from making mark downs and sales allowances more extensively than in the war and
transition periods. Lower individual store sales volumes for many kinds of retail
trade on average may also be experienced from increases in the store population, the
diffusion of consumer purchasing power over widened ranges of merchandise, including,
for instance, automabiles and related products, electrical appliances, etc., and
from more intense competition between different types and kinds of retail outlets.
These lowered sales volumes will then tend to increase percentage rates of expense,
many of which will be forced upward by ereater dollar expenditures for advertising,
for store renovation, and possibly for the provision of greater services to store
customers.

Such tendencies toward reduced store sales volumes, to lowered gross
trading profit and to increased operating expense percentages in the more narmal
peacetime period emphasize the need for progressive improvements in the management
of independent stores if their continued existence and their proprietors' standards
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of living are to be assured. These conditions thus impose upon retail merchants the
necessity for using productive methods of sales promotion to maintain sales volumes,
for informed buying and pricing practices to obtain adequate gross trading profits,
and for careful control of operating expenses to secure adequate and reasonable net
trading profits. They require in addition the periodic self-examination of the
merchant's financial results so that weak spots in the store's operations can be
revealed and remedied.

These periodic reviews of the store's operations are most revealing when
individual merchants can measure their own financial results against certain outside
standards or yardsticks of achievement. It is these standards or yardsticks of
financial performance which this Bureau is now presenting in its reports on the
actual operating results of sample groups of retail stores. With reports of this
type, individual merchants can compare their rates of inventory turnover and their
percentages of gross trading profits, operating expenses, and net trading profits
with those obtained by similar kinds of stores. Guides of this nature enable
retailers to determine whether their experiences are better or poorer than average,
and where poorer, the factors producing the inferior results can be further analyzed
for corrective action.

In addition to serving as aids to store management, information on
operating costs is of considerable practical value to individuals planning the
establishment of retail businesses. Reports of this type enable prospective
retailers to find out what operating conditions are like in the trades they are con-
sidering, what net earnings they may reasonably expect from different sales volumes,
and what standards they must achieve to obtain the net earnings they desire. The
same reports also provide these individuals with knowledge of the average sizes of
imventories carried, a factor of importance in estimating their capital requirements.
Frequent recuests are now received by the Bureau for information on sales and
earnings possibilities in different trades and localities, on trade practices,
capital requiremerts, etc. Provision of figures on operating costs thus widens the
field of service the Bureau can provide, & service particularly timely when so many
are arpraising the opportunities for profitable establishment in business.

Over a period of years the expanding use of the Bureau's reports on
operating results may produce benefits of importance to those engaged in retail
trade. These benefits may well appear in the form of greater efficiemncy in store
managements, increased flexibility to meet changing conditions in distribution, and
greater stability in the business existence of retail stores through reductions in
overall rates of business mortality. Improved management implies a greater knowledge
of operating costs and the means of controlling them. It enables the value of
services rendered to be measured against their costs, and by focussing attention on
the critical gross trading profit percentage emphasizes the importance of careful
buying to reduce mark downs, etc., and yet maintain satisfactory net earnings
positions. Management of this sort, particularly in the smaller independent stores,
also implies an awareness of trends and competitive conditions in retail trade, thus
tending to promote the openmindedness and flexibility to meet new problems with new
methods and cope with them.

The economy of the country also gains from the extension of these benefits
throughout retail trade. Improved managerial efficiency may well mean the pro-
wision of higher standards of living to those engaged in retailing. Under the
pressure of competition lower prices can be passed on to consumers without impairing
the earnings of other groups of individuals or producers, thereby increasing
indirectly the purchasing power available for other commodities and services. Finally,
reductions in business mortalities represents lowered credit losses and the decreased
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wastege of capital and effort invested by unsuccessful merchants in their retail
businesses.

Methods of Making Survey and of Compiling Results.

As already indicated, the purpose of this survey of operating results was
to obtain sufficient information from stores operated by individuals and partnerships
to erable accurate overall estimates of their net earnings in 1941 and 1944 to be
made for inclusion in National Income figures. This would have involved a coverage
according to 1941 figures of some 124,000 stores -- far too many to permit a compre=
hensive survey of all stores.

It was therefore decided to obtain the results from a sample of these
stores, some 17,000 being chosen for this purpose. These stores, although selected
at rendom, were carefully distributed geographically to represent each province and
each of the 28 important retail trades from which the information was needed. Not all
firms were able readily to provide the required information while changes in business
and cther causes further reduced the sample. In addition, some of the reporting
stores were able to supply figures for only 1944. In general, however, sufficient
reports were received to enable overall net earnings' estimates to be made for both
1941 and 1944. Reductions in the size of the sample, however, prevented the
preperation of tables showing 1941-1944 comparisons of operating results for some
trades and in some cases also limited the extent to which average operating results
could be broken down into sales size and "owned" and "rented" classifications.

Following completion of the editing process and the preparation of the
Naticnal Income estimates, the schedules were re-processed for compilation of reports
on operating results in the various kinds of retail business. In addition to the
kind-of-business groupings, there were several ways in which the schedules could
have been classified such as by size of business and method of occupancy, by
provinces or regions by size of business, by size of locality by size of bdbusiness,
etc. Examination of the reports submitted for the different retail trades, however,
indicated that in many instances the number of schedules was too small to enable many
of these detuiled classifications to be made. The reports were therefore grouped
on a Canada-wide basis into size-of-business categories and within these by method of
occupancy into "owned" and "rented" sub-divisions.

Statistical tables showing average operating results in 1944 for the
various retail trades were then prepared. Here the results appear in five size-of-
busiress groups for "owned" and for "rented" stores having 1944 sales volumes of
less than $10,000, between 310,000 and $20,000, $20,000 and $30,000, $30,000 and
$50,000, and sales of $50,000 and over. In some instances, however, the number of
reports for "owned" or for "rented" stores was too small to justify the publication
of figures for one of these types of occupancy. i

Where possible tables were alsc prepared to present comparative and
averc¢e fipures on the results which identical groups of stores obtained in 1941 and
1944. Individual returns were therefore classified before tabulation into three size-
of-business divisions and within these, between "owned" and "rented"” establishments,
according to the sales they made and the methods of occupancy they used in 1941,
irrespective of their size of business or type of occupancy in 1944. Unfortunately,
however, comparative statistics for both 1941 and 1944 cannot be published for some
retail trades due to the limited numbers of reports giving information for both
years. 1In other cases, comparative results for 1941 and 1944 are presented by size-
of-business groups for omnly "owned" or "rented" stores, the sample in these instances
being too small to permit statistics for one of these types of occupancy to be of
much practical value,
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A glance at the tables appearing in this report will reveal quickly the
items for which statistics are given in the various size-of-businesa and occupancy
columns, These arc groured into two sections, one designated us the “"General
Information" and the other as the "Profit und Loss Data" section.

The "General Information® scetion, as its nume implies, consists of
statisties useful as backzround nmateriul for interpreting the percentuges shown in
the followine division of the tables. Kine individual items are here shown, con-
sisting of figures on number of stores reporting, sules, inventories, cost of ioods
sold, #dnd stock turnover in times per ycar. Apart from "Averdce Sules Fer Store',
“Avera;:e Inventory Pexr 5Store, End of Year", znd "Stock Turnover (tines per year)®,
the figures appearin: in this sectlion are the dollar totuls of the amounts shown 1in
the individucl reports of the co-operating stores.

Itams included in the "Profit and Loss Duta" section consist of "Gross
Trading I'rofit", "Emplorees' Saularies and Wages", "Rent", "Advertising", "Deprecidtion',
"Other Crerating Expenscs", 'Totaul COpersting Expenses", "Proprietor's MNet Barnings
Before Income Taxes and jJithdrawals”, and "Average I'roprietor's Net Earnings Per
Store". Dollar figures for ull of the above items with the exception of "Averaze
Yroprietor's Net Karnings Per 3tore" vicre of course compiled by sales-size and
occupancy catepories and were tlicn expressed as percentaces of the total sales
reported by those groups of stores. In this way the percentases become averages for
the geveral clasaes of unincorporated retsil stores.

The explunations for the atove terms arc set fortz later in this report
under the sub-heading entitled "How The Retailer Can Use Inforrmation on Operating
Costs". ‘It can be noted hiere, however, that both the percentages and the dollar
Tigures for proprietor's met earnings are weighted by the inclusion of two differcnt
clements, Cne of these comprises the proprietor's remuneration for managing the
business ‘-~ an amount which would in tact have been charged as an expcnse aguinst
the store if the business had been incorporated or had becn operated as a unit of a
retail chain system -- while the second consists of the smaller and residual net
profit element which compensates for capital invested and risked and {or unusual
nerchandisinz abilities brought into play. -Juite obviously the fiwmures shown for
net earnings conaiderasly overstate the proprietor's 'net profits' because ' they also
Incfunde "the allowance for propristor's munager ial services. r Jestions were
consequently ineluded in the schedule to perriit objective allowances to be made for
these services but insufTicient information waus obtauined to enuble the two elements
in proprietor's net returns to be separately presented. The final item on averuage
net ‘earnings per ‘store 1is therefore shown in dollar fijures in the tubles, purtly as
an offset to the relatively high net earnings rercentages reveszled by the 'revious
geries ard partly to enable the reader to make ihis own allowances for the two
principal elements the net earninzs figures contain.

Limitations to Information on Operating Results.

Many retailers may quite probably use the averages contuined in the tables
of this series of reports as informetion aguinst which their own results can be
compared and anulyzed, Others niny use the statistics in a broader wuy as indicators
of distribution costs in the various retail trades. Both uses are of course gquite
proper but the information will serve these uses best when the limitations inherent
in the fisures are fully appreciated.

In the first instunce it is iunortant to note that the fisures are based
only on the results of unircorporuted retail stores. The averuses tierefore do not
reflect the results obtained by stores operating under the incorporated form of
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organization. The absence of these stores probably bears most heavily upon the
representativeness of the averages for stores in the higher sales volume brackets in
which incorporated stores are most frequently found. Quite apart from differences

in the qualities of management between these two types of establishments, however,
the figures for average sales and average year-end inventories per store, stock turn-
over, gross trading profits and percentages for rent, advertising, depreciation and
all other operating expenses will be readily useful to incorporated store managements.
Employees' salaries and wages and proprietor's net earnings before income taxes and
withdrawals, on the other hand, are not comparable without adjustments with similar
percentage figures for individual incorporated stores because allowances for pro-
prietors' managerial services have been excluded from the former and included in the

latter item,

In the second place, the figures on operating results are based upon
returns from relatively restricted numbers of stores in the different retail trades
under study. These samples, chosen at random, are presumed to give representation
to the several factors which influence operating results, including differences
arising from size of business, methods of occupancy, from the sizes of locality and
provinces in which the stores are situated, from degrees of service provided to
customers, merchandising policies and variations in the quality of store managements.
Size of business and method of occupancy rank high among these factors and the tables
were therefore prepared to show operating result averages for different sales-gize
and occupancy groups of stores. Within these breakdowns of the overall sample the
remaining factors naturally tend to ‘'average out' in the Canada-wide operating
averages presented.

The proper ‘averaging-out' of the above variations is naturally dependent
upon a sufficient number of reports being included to permit this process automatically
to take place. Examination of the tables, however, will indicate that the number
of usable reports included in the various salcs-size and occupancy categories is often
quite small, frequently representing less than ten stores. In such cases the results
should be compared carefully with the results shown for other sales-size brackets
to appraise consistencies in trends between the different groups. Where the results
appear definitely out of line with these trends, the figures should be interpreted
with considerable care because it is quite possible that the averages for that
bracket are not typical of the average results for all stores of that size.

The ‘'averaging-out' within the different sales-size brackets of the
factors which affect retail operating results, however, imposes certain limitations
upon the use of operating cost information by individual merchants. This is because
retailers wish to compare their own results with those obtained by stores as similar
to their own as possible. With the tables set up in the present manner, retailers
are able in part to do this because they can match their own results against those
of gtores in their own sales-size and occupancy classes. On the other hand, these
overall figures also reflect the combined and average influences of location by
provinces and by size of locality, of degrees of service provided and of merchandising
policies followed. Individual retail stores, however, experience not the ‘'average',
but rather the full effects of such factors in their operating results. Thus the
overall percentages may well be quite accurate in what they represent and yet differ
considerably from the experiences of many individual stores. Unfortunately the
isolation of such influences would require a considerably larger number of reports
than were received from the recent survey of operating costs.

An additional point arises in connection with the way average expense
percentages for employees' salaries and wages, advertising and depreciation were
built up. Some reports for instance did not show dollar amounts for one or two of
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these expense items. iwhen no values were shown for the first two types of expenses,
the practice was to accept the rcport on the assumption that the store required

no paid help and in the case of advertising that no such expenditures were incurred.
Where no amounts were shown for depreciation aud no indication was given that any
had been tuken, the schedule wus examined to see if the size of business justified
further attention. 1f so, the firm was c¢ither corresponded with or an estimate

was made for this item. in all cases, of course, the expense ratioc represent the
total aollar expense figures for each item in each individual classification
expressea as percentages of the totul sales reported by stores in that category.

‘he expense percentages for these three items may therefore be slightly less than
they would have been if only the seles of stores reporting full expense figures hLad
been used.

How tue Retailer Can Use information on Cperating results

liention has already been made of the conditions in retail trade which may
prevail in the more normal peacetime period after the transition phuse has been
negotiated. This possible pattern of economic fectors, it was suggested, may in-~
clude a greater pressure of availsble supplies c¢un retail and consumer nrarkets, a
relatively smaller unstinulated demand ror those counrodities, & greater competition
in retailing associated quite probably with freer anc often somewlat lower prices,
and the possibilities of reduced percentages of gross trading profit, of lower
individual store sales volumes for many kinds of independent stores, and of higher
expense percentages. Such factors reise the cuestion of how individual merchants
cen best utilize information on average operating results as & management tool in
meeting their problems of transition and adjustment to chenging economic conditions.

Use of operating cost avereges in this way deperds essentially upon
comparing results of individual stores with those obteined by similar stores in the
sare kind of business. The retailers therefore should first determine from the
tables the size of business and occupuncy cetegories most similar to his own store.
This may be done by compering his own stles for the period with the sales-size
brackets of the tables to determine his size categery and by selecting the occupancy
basis coinciding with that of his own business. He should next reduce his own
financial items such as his stock turnover, his gross treding profits and his
several expense categories to conform with those appearing in the tables and express
these figures in ratio form -~ for tkc most part as percentages of his own total
net sales and receipts from services perforred. Lie is then in a position to compare
directly his own results with those which other more or less similear Cansdian stores
cbtained in the sanie period.

"Number of Stores Reporting", the first item in the tables is alsc the
first item to whkick the moerchant should direct his attention. This figure, indi-
cating the number of reports upon which the following percentages are based, i1s a
good overall indicator of how typical those ratios may be of the entire class of
stores they are preswiea to represent. Such percentages, it will be recaelled, become
more accurate as overall meacsures of their class as the nunmbers oi stores in the
sample increases. Conseguently the aversges for narticulur categories where the
nunber of reports is small should be compared with otier brackets for consistency
before those averages are mpplied ageinst the results of the individual store.

niversge Sales Per Store" is a useful comparative figure because it gives
the retailer an idea of the size of the 'average' store in sach size-of-business
bracket. With this information the merchant can identify the position of his store
as either below, above, or at the sales-average point in his appropriate category.
He can make the necessary allowances therefor wlen compering Tigures for stock
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turnover and percentages for the verious operating expenses and net earnings with
his own results.

»Total Inventory Reported” ag a gection within the tables contains four
items of which the first two and the last will be of considerable interest. The
first two show total inventories of merchandise for resale of all reporting stores
at the beginning and end of the year under review. Individual merchants can thereby
take note of the dollar change in such stocks between the two dates which for the
sake of convenience may be reduced to percentage form. This variation can then be
compared with changes in their own inventory levels to indicate how their own
experiences conform with the trend for the group.

n"Average Inventory Per Store, End of Year", the last of such inventory
items reduces the total end-of-year stocks of reporting retailers to a per store basis
and thereby indicates the average amount of capital per store that was invested in
gtocks at that date. Admittedly these figures have been influenced by wartime con-
ditions which have affected the quantities on hand, the commodity composition of the
stocks and the cost prices on which the inventory valuations rest. Moraeover, the
value of inventories orn hand at the end of the year ia often an inadequate measure
of the stocks which were maintained throughout the period because the end-of-year
stocks for many trades tend to reach a relatively low point at that time. In view of
such limitations, comparisons based on these averages reveal at the most the extent
to which the merchant's residual and immediate Supply position conforms with others
in his own sales-size bracket. Under normal supply-demand conditions, however, such
figures would probably provide on average a better indication of the more basic and
minimum inventories which reporting retailers of that size feel were required at that
time.

"Stock Turnover (times per year)" is the number of times that reporting
stores disposed of their average inventories of merchandise in the year. For
purposes of this report, it has been calculated by dividing the average of the
totsl beginning and ending inventories at cost values into the "Cost of Goods Sold".
The latter item itself is a computed one, being determined by adding beginning
merchandise inventories to purchases and deducting stocks of goods left on hand at
the year-end. JMerchandise purchases here consists of the invoice value of all goods
bought for resale during the year, less returna, allowances and cash and trade
discounts, but including duty, inward freight, and express and truckage charges.
Obviously the individual merchant must calculate his own stock turnover in the same
way before valid comparisons can be made with similar atorea. So computed, both
stock turnover figures probably overstate the actual number of times the average
inventory was disposed of since the beginning and ending inventory figures each
reflect year-end valuations when stocks are frequently at their lowest. This does
not impair the value of conclusions based on comparisons because the turnover
figures for the individual store and sample group of stores are similarly affeoted.

Having computed his stock turnover in the above manner, the retailer may
find the ficure for his store somewhat lower than the average for the comparable
group of ‘W#etail establishments. The immediate explanation for this variation of
course is that the merchant seemingly used a larger average inventory to obtain
his sales volume than the sample of gimilarly-sized stores used to obtain theirs.
The merchent's larger average inventory, in turn, may result from one of three
situations, namely, that his opening inventory was higher than the beginning per
store inventory for the group, that his ending inventory was larger than the ending
per store inventory for the group, or that both his beginning and ending inventories
were larger than that of the sample group of stores.

The first of these, that the retailer's opening inventory was out of line
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with the average for the group, may be determined by calculating the average per
store beginning inventory for his class of store and then making a direct comparison,
The merchant’s larger beginning inventory may have been caused by the arrival of a
comparatively large shipment of merchandise just before the year opened, or to

other conditions applying more particularly to operations in the preceding year.

The fact, however, that his end-of-year stocks were more closely in line with the
average for his group not only indicates a liquidation of part of his inventories,
but also suggests that the merchant enjoyed a higher rate of stock turnover during
the latter part of the year than that of his class,

The second possibility, that his ending inventory exceeded the average for
his group while his beginning stocks were more closely in line, could have been
caused by several factors. Thus receipts of merchandise just before his financial
yecr ended may have been sufficiently heavy to produce the comparatively larger
inventory position. This would clearly reduce his calculated rate of stock turn-
over but it would not necessarily mean that his real turnover was lower than the
average for his class. Another explanation is that the merchant experienced a lower
volume of sales in the closing months of the year than he had expected, while his
purchases of merchandise continued unchecked. Such a condition might be a matter
of considerable concern, first because of the possibility of continued curtailments
in sales and second, because the merchant would be facing a new financial year with
a relatively heavy and perhaps unbalanced inventory position.

The third possibility, that the retailer's beginning and ending inventories
were both higher than the average beginning and ending per store inventories for
the group, from the merchant’'s viewpoint is probably most significant of all. Some
retailers, of course, may end their fiscal years at times when due to seasonal
factors their stocks are naturally quite high. In such instances an unreal compari-
son could result because most of the reporting stores terminated their accounting
years at the end of December, January, or February when their stocks were compara-
tively low. In all other cases, however, such a state of affairs indicates quite
definitely that the retailer is using a larger inventory to produce his sales than
those used on the average by other stores in his class. For gome stores, the size
of the floor area or the use of mass displays of merchandise may require heavy but
balanced stocks of goods; for others, the comparatively large inventories may result
from the policy of purchasing in sizable quantities for quantity disecounts, or for
other reasons. Such inventories of course require the investment of additional
capital in merchandise, but the retailers concerned may feel the risks to be justi-
fied in the light of the gains achieved. In other instances, however, the carrying
of higher inventories may well suggest the presence in the inventory of unnecessarily
large quantities of slow-moving goods which have accumulated over a comnsiderable
period. Here, the careful examination of the retailer's inventory position with a
view to the clearance of the excessive stocks of particular items may be in order
to minimize the possibilities of losses on eventual disposal, to make way for better
stocks, and to release capital for more profitable investment in other ways.

"Gross Trading Profit", as has been pointed out earlier, is the difference
between net sales of mgrehandise, including proprietor's withdrawals of goods and
receipts from repairs/services, and the "Cost of Goods Sold". The latter item is
calculated by adding beginning merchandise inventories to purchases and then sub-
tracting the inventory of merchandise left over at the end of the period. Merchandise
purchases, of course, represents the total invoice cost of the goods less returns,

llowances and cash and trade discounts, but includes both duties levied on imported
commodities and inward transportation charges. "Cost of Goods Sold" is therefore
the cost value of the merchandise which was sold or otherwise disposed of while
"Gross Trading Profit" is the gross income fund remaining from store receipts after
the merchandise costs have been deducted.
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The "Gross Trading Profit", then, arises directly out of the retailer's
activities in buying, selling and managing his inventories of merchandise. /s such,
it can be considered in two ways, that is, the total amount of gross trading profits
realized during the period and also the percentage rate at which they are made. To
retailers, both aspects are important. The actual amount of such profits is
significant because it is from this profit fund that the operating expenses must be
deducted before the retailer can properly claim the net earnings which determine his
standard of living. The percentage rate is of interest because it is a measure of
his success in obtaining a satisfactory overall spread between merchandise costs
and sales, and indicates what could reasonably be expected in the future from a given
volume of sales.

In the tables, the gross trading profit is shown only as a percentage of
sales, thereby setting forth average standards of performance for each of the size
and occupancy classes of co-operating stores. These percentages therefore represent
the overall maintained mark up on sales which, on average, was obtalned by the
reporting stores. Such ratios can also be expressed as percentages of cost of goods
sold merely by expressing the gross profit percentage as a fraction of the remaining
cost of goods sold percentage and multiplying by 100. For instance, if the gross
profit forms 25 per cent of sales, the cost of goods sold would form 75 per cent of
sales, and the maintained mark up on cost for the store then would be 25 per cent
over 75 per cent times 100 per cent, or 33-1/3 per cent on the cost of goods sold.

To compare his own rate of gross trading profit with the average obtained
by the reporting stores in his own group the retailer should be sure his gross
profits have been calculated in the above manner and then expressed as a percentage
of his total net sales including his receipts from repairs and other services
rendered. laving done this, the retailer may find his own gross profit percentage,
for instence, somewhat lower than the average for the reporting stores in his sales
and occupancy group. He can then analyze his own trading activities to uncover by
process of elimination the possible reasons for his seeming less-than-average
performance.

One or more of a number of factors, together or singly, could depress the
merchant's percentage of gross trading profits. On the selling side of the picture
it is possible, for instance, that an unusually large proportion of the retailer's
sales could have been concentrated in the lower-profit lines of merchandise; in
other words, that he was not selling enough of the higher profit items to ‘'average-
up' his gross trading profits. Competition may possibly have required the retailer
to sell at relatively low selling prices and thus at relatively small original mark
ups over cost values during the period under study. In some cases, merchants may
have had satisfactory original mark ups but later on have marked down sharply the
retail prices of various items for sales promotional purposes; in others, heavy
mark downs may have been taken to clear excessive stocks of slow-moving goods, to
sell merchandise depreciated by style changes or by the possible appearance of
better goods to replace various types of wartime articles, or to dispose of perish-
able commodities before total losses were sustained.

Factors relating to purchasing for resale likewise could have had a down-
ward influence on the gross profit percintage. Miscalculations in estimating the
demand for certuin lines of merchandise, for instance, could have been the original
reason for some of the clearance mark downs just described. Difficulties in
purchasing goods at cost prices sufficiently low to enable satisfactory original
mark ups to competitive selling values to be obtained is another factor. This
experience, of course, is at least partly common to other retailers in the same kind
of business. TFailure to take the full benefit of cash discount:s,als$o tends to
reduce the gross trading profit psrcentage. Such discounts, zlthoupgh representing



= 12 =

a worth while addition to the income of the business, will usually not of themselves
cause .any considerable change in the gross profit percentags.

A number of other factors may also be influential in producing a lower-than-
average rate of gross profit. An over-valued beginning inventory, for instance,
will cause a larger figure to be shown for cost of goods sold and thereby will reduce
gross trading profits. An ending inventory that is under-valued, or one which has ,
been written downh in value due to lower cost prices or to depreciation in the quality
of the merchandise, will also lesd to the same result. Stock shortages, too, will
have a similar effect. Here the retailer should perhaps compare his grosa profit
percentage with those for previous years to.see whether a sudden or more gradual drop
has been experienced. Merchandise withdrawn by proprietors or by employees as part
payment for services rendered, will likewiBe depress the gross profit percentags if
such amounts have not been included jn sales at full retail values. In cases whers
cash receipts are considered as sales the withdrawal of cash by the proprietor with-
out including it in his total receipts, or the transacting of an unusually large
proportion of business on a credit basis near the end of the financial year, again
will reduce the gross trading profit and its percentage for the year under review,

"Employees‘ Salaries and Wages", exclusive of all types of cash withdrawals
by the individual retailer, may appear higher when expressed as a percentage of
his total sales than the average obtained by reporting stores in his own size and
occupancy group. Such a situation could mean that the merchant's employees are not
as productive of sales volume in proportion to their salaries and wages as those of
similar stores. This might result from the fact that the retailer is paying them at
higher rates of pay than other merchants in his e¢lass. Alternatively, the retailer
could be using more full-time and fewer part-time workers than the comparable out-
lets, or is relying more on male employees than was true of the group of similar
reporting stores. :

The type: of services provided by the retailer to his customers might also
be an explanation. Some of these extended om a non-charge basis, such as free
delivery, the provision of credit, the making of adjustments and alterations, etc.,
could have increased the routine work of the store sufficiently to require
additional help. Certain other services performed on a charge basis, such as
repairs, etc., could also increase staff requirements, even though profitable
revenues were obtained.

Certain peculiarities in the retailer's business may also account for the
higher-than-average percentage for salaries and wages. If the merchant is conducting
a mixed business or, in other words, is operating another business besides his
retail store, he may have allocated too high a proportion of his salaries and wages
to his store. On the other hand, the proprietor may be giving more of his attention
to the other activity, relying to a greater extent on paid help to operate his store.

In some instances the merchant's higher payroll percentage may reflect
peculiarities of some of the stores included in the different sample groups of
stores. Probably the most important of these is the likelihood that some of the
reporting stores may have been relying in part at least on family members for store
help. Some of these individuals may not receive any regular wages and others may
be paid at less than going rates of pay for their services. The inclusion of these
stores in the sample therefore would result in a somewhat lower salary and wage
percentage than otherwise would have been shown. In general, however, these
peculiarities to the extent that they do exist will probably be most pronounced in
the smaller mize-of-business groups of stores.
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"Rent", when expressed as a percentage of the retailer's total sales may
also appear higher than the average for comparable stores. Some allowance, though,
should be made for such differences, pasrticularly when merchants who are comparing
their results are situated in the larger centers of population. This is because the
reporting stores represent the various sizes of locality, including the larger
cities in which dollar rents often tend to be somewhat higher than in the smaller
places. In the tables, however, these higher rents are 'averaged down' by the lower
rental experiences of stores in the smaller localities.

When due regard has been paid to this fact, it may be true that the
merchant's rental percentage is still above the average for his group,- in other
words that he is not obtaining as large a sales volume per dollar of rent expense as
the comparable stores obtuined. Several factors, of course, can account for his
less~than-average performance. Among these is the possibility that especially severe
competition or lack of aggressive promotion may be keeping the retailer's sples
volume down; that he has been in business for a relatively short time and has not yet
built up his sales volume to the potential his location offers; or.that the merchant
is situated in a city with particularly high commercial rentals. In other cases,
the merchant may be renting more than the space required for his store and yet be
charging the full rent to the store business. Ilere the comparison may not be as
adverse as it seems when the proportionate amount of remte.is charged against the satore.

npdvertising”, shown in the tables as average percentages of sales, ia
based on the sales of all stores in the several categories even though some stores
may not have incurred any advertising expenses. This clearly would reduce the
average advertising expense ratios below what would have been the average for the
stores that advertised, and hence should be allowed for in making comparisons. As
in other cases, a higher-than-average advertising expense ratio may be due to a
numbey of possibilities requiring analysis by the merchant concerned. Thus he may
have been trying to expand his sales volume through advertising and deliberately
incurring high initial expenses for such publicity. Special clearance sales may
have been held which required higher-than-average advertising expenditures, or
perhups he found it necessary to advertise heavily as a defensive measure against
especially severe competition which may have featured his trading locality. There
is alsoc the further possibility that due to various reasons his advertising is not
producing the extra business that it should.

"Depreciation", as percentages of total sales, measures the extent to
which the owned fixed assets of the store -- including the value of new additions
or replacements -- have decreased in value by wear and tear, by getting out of date,
or simply by growing older. This of course is a real expense of the business even
though it does not immediately involve cash expenditures, for the business man
should recover his capital either for investment in new assets or for other uses.
The size of this expense obviously depends upon whether the store building is owned
or rented, the original costs and types of the fixed assets which are owned, and
the rate at which those assets are being written off.

. Not all of the co-operating stores reported allowances for depreciation.
In some instances, at least, this may have been due to the fact that the fixed
assets had already been written off. Quite possibly, the wartime scarcities of
equipment, materials and labour may often have prevented replacement or renovation
of the fixed assets, thus depressing the depreciation expense percentages below
what they would have been in normal times. In other instances where no depreciation
was shown, a corrected figure was obtained for depreciation or alternatively an
cstimate was entered in the tabulations for this expense. In general where
correspondence with reporting stores was undertaken the following rates were suggested
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for cansidépetiap: ok eosh . ef budldiag, ' s Jexisum of 5.per cernt if of wood) ‘and of
2-1/2 per cent if of brick or stone; on delivery equipment, 25 per cent of cost
for the first year and 20 per cent thereafter; on fixtures, a maximum of 5 per cent;
and on.machinery, of 10 per cent per year.

In comparing his own depreciation expense percentage with those shown in
the tubles, the retauiler should recognize that the averages are somewhat lower,
frequently in the smaller size groups, than they would have’ been if only stores
reporting depreciation allowances had been taken. If the merchant's depreciation
ratio stM1 appears high it is very likely due to certain factors peculiar to his
own business. Thus his fixed assets may be more elaborate; their original coet may
have been greater; some of them may have been purchased more recently; or the rates
of depreciation used may have been higher. 1In any event the element of depreciation
is there, and¢ the rte of allowing for it can only vary on a sound basis between
faigly mapnow i &g

“Other Operating Expenses™, comprise all legitimate expenses still
remaining and include heat, light and power, store supplies, taxes other than in-
come taxes, business insurance, losses on bad debts, repairs and maintenance,
intereet on borrowed money, etc., but do not include proprietor's salaries or with-
drawals. As such it is unfortunately too mixed an expense category to permit a
detailed analysis of the reasons for the difference btween the individual retailer's
expense ratio and that of his group. Furthermore the merchant must make an allowance
for a reasonable difference between the two expense percentages because of the
varying experiences of stores reporting their "all other operating expenses". If
his own percentage is still somewhat higher than the average, however, the retailer
may well check through his residual expenses to determine the reasons for them and
to assess the possibilities of effecting certain reductions in the future.

"Total Operating Expenses™, when expressed as a percentage of the store's
total sales, is of course merely the sum of the individual expense percentages
previously discussed. The difference between the individual merchant's total
expense ratio and that of his group is consequently the net result of the variations
he finds between his own individual expense items and the averages for his c¢omparable
group of stores. These differences could gquite possibly cancel each other out to
lesive the retailer's total expense ratio closely approaching the average for the
category against which it is compared. Clearly, however, this does not mean that no
opportunities exist for a curtailment in total operating expenses by a careful
examination of the individual expenses which were incurred.

"Proprietor®s Net Earnings Before Income Taxes and Withdrawals" is
obviously the final result and financial objective of the retailer's merchandising
activities. In percentage form it is the measure of the merchant's success in
keeping his gross trading profit and his total operating expenses sufficiently fer
apart to yield a positive percentage of net earnin-c which is, of course, exclusive
of non-trading incomes such as return on investments, rentals received and so forth.
If, ther, the retailer's percentage of net earnings is less-than-average, it muat
be due to either one - or both - of two factors: i.e.,, a lower-than-average gross
trading profit percentage, or a higher-than-average total operating expense matio,
the possible causes of which have already been commented upon.

"Average Proprietor's Net Earnings Per Store", as already explained, con-
sists of the total reported net earnings divided by the number of co-operating
stores. Expressed as a percentage of totaul net sales, this item will frequently
appear large. This 18 because it contains two dissimilar and unmeasured elements,
one being the remuneration usually thought of as the proprietor's real salary for
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manazing the business, the other consisting of the net trading profits which are
in turn made up of a legitimate reward for exceptional merchandising abilities and
a return on capital invested - and risked - in the enterprise. Allowances must
therafore be made in the dollar figures shown in this item for the proprietor's
managerial services before the real profitability of the individual store or the
comparable group of stores can be appraised.

Discussion in this Gection, it will be noted, has dealt with three phases
of the problem of "How The Retaller Can Use Information On Operating Results” in
studying his stock turnover and his various profit and expense items. Pirst has
come an explanation of what each item is and how it is made up. Then it was assumed,
for purposes of comparison only, that the retailer's results were inferior to the
average for his comparable class of stores. This, in turn, was followed by a
discussion of the possible operating fTactors which might have caused the poorer
results. Many of these factors, however, would have resulted in average or better-
than-average performances being obtained if their direction had been reversed. For
this renson, therefore, no attempt was made to analyze the reasons for higher-than-
averagze srerating results.

Finally, it will be observed that no recommendations were made for the
correction of adverse conditions. Frequently such conditions, such as particularly
severe conpetition, are in fact hard realities which must be faced. Here, as in
other cases, analysis based on facts and imagination must be relied upon to solve
many of the individual problems of retail managements,
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PART II - MEN'S CLOTHING OR CLCTHING AND FURNISHINGS STORES

Trends by 3ize of Business, 1344

This classification of retail stores consists chiefly of establishments
selling a general line of men's apparel including ready-made suits and coats in addi-
tior to furnishings such as underclothing, neckwear, shirts and hosiery. 35tores
selling furnishings to the extent of B0 per cent or more of their total trade, however,
were not included in this kind of business but were classified as "men's furnishings
stores". Statistics on the operating costs of the latter kind of stores, unfortunately,
could not be presented in the present series of reports, the sample being far too small
to justify the publication of the information.

AS can be expected from these rules of classification, men's clothing or
clothing and furnishings stores tend to concentrate heavily on these lines of goods.
Thus according to the reports of such stores reporting a breakdown of their sules by
classes of commodities in the 1941 Census of kierchandising about 394 per cent of their
total sales on averace were riade up of men's and boys! clothing and furnishings with
5 per cent consisting of shoes and about 1 per cent of miscellaneous merchandise.

Of the 94 per cent for clothing and furnishings, moreover, about 13 per cent of total
sales consisted of custom tailoring and made-to-neasure clothing while 38 per cent

of total sales was comprised of ready-made clothing, 34 per cent of furnishings, and
9 per cent of all other clothing. It is such stores, then, whicn were sampled to
produce the statistics on operating results which are shown in Tables 1 and 2 of this
part of the bulletin.

y A total of 158 usable schedules were received from independent men's
clothing or clothing and furnishings stores giving figures on their results for 1944.
when these were sorted into the ten sales-size and occupancy classes of stores only
one report was included in the less than $10,000 sules grouping for owned establish-
ments. No statistics are, therefore, shown in Table 1 for this classification. 1In
the nine rermaining categories, the numbers of stores represented is considerably
larger but in six of these the reports numbered 15 or fewer, and hence the stutistics
should be interpreted nore as indicators thun as accurate overall measures of
operating results.

Proceedin;; nrow to the statistics presented in Table 1, it will be seen that
the nine stock turnover averages varied between a low of 1.8 and a high of 3.3 times
in 1944. There was, with one exception, among the five ratios for rented stores a
clear tendency for the averages to increase with size of business. For owned stores
the number of stock turns increased steadily from 2.0 times in the $10,000 to $0,000
to 3.3 times in the $50,000 and over sales clusses. For rented stores, on the other
hand, the ratios moved up from 1,8 times in the less than $10,000 to 2.6 times in the
$10,000 to $20,000 sales grouping, dropped slightly to 2.5 times in the #20,000 to
#$30,000 sales size, returned to 2.6 times in the next classification, and rose to 3.1
times for stores having sales of $50,000 or over in 1944. This upward trend, it may
be noted, is a natural one because a comparatively small sales volume would reqguire
at least a fairly complete and balanced inventory of merchandise for efficient
retailing and hence a relatively low rate of stock turn would here be recorded. From
that point onward, however, moderate expansions in inventories would provide the basis
for relatively lurger increases in sales volume, cnd thus for progressive increases
in rates of stock turnover.

Attesting to the sizable amounts of capital invested in merchandise inven-
tories, the nine averace end-of-year stocks of men's clothing or clothing and
furnishings stores ranged between a low of $2,079 and a high of {28,05€ per store in



L19%

1944. These averages, moreover, increased steadily in amount as the size of business
expanded., In terms of total inventories reported, however, the inventory levels were
lower in five of the nine sales-size and occupancy classifications at the end of 1944
than at the start of the period with decreases in fact running between nearly 2 and
23 per cent of beginning values. No change was appurent in one while increases of
about 5, 5 and 12 per cent were recorded in the three other groupings.

Average rates of gross trading profit in the nine classifications of stores
ranged between 22.8 and 30.3 per cent of sales. Among the four sales sizes of owned
stores, the gross profit ratios increased steadily from 22.8 per cent in the $10,000
to $20,000 sales grouping to 27,7 per cent of sales in the $50,000 and over sales class.
On the other hand,*the trend for rented outlets was generally downward, the averages
declining from 30.3 per cent in the less than $10,000 sales category to 25.6 per cent .
in the $30,000 to $50,000 size of business, from which it rose against the trend to
28.1 per cent of salcs for stores with annual sales of $50,000 and over. Too much
weight, however, should not be attached to this variation in trend because the numbers
of stores included in the four sales groupings of owned stores were for the most part
considerably smaller than the numbers included in the corresponding classification of
rented outlets.

Turning now to the ratios for operating expenses, salaries and wages to
paid employecs as percentages of sules generally varied directly with sales, the per-
centases irncreasing in magnitude as the size of business became greater. For owned
stores this was a consistent trend, the averages rising from 3.5 per cent in the
$10,000 to $20,000 to 5.4 per cent in the $30,000 to $50,000 and to £.0 per cent of
sales in the 850,000 and over salcs groupings. The espoecially marked increase from
5.4 to 8.0 per cent, it may be noted, is due in part at least to thc fact that
average sules per store expanded very sharply from $40,477 in the $30,000 to $50,000
size to $119,674 per outlet in the $50,000 and over sales size. TFor rented men's
clothing or clothing and furnishings stores the averages moved up from £.0 per cent in
the less than $10,000 to 3.€ per cent in the $10,000 to $20,000 size of business,
dropped slightly to 3.6 in the next, and then rose to 4.4 and 7.3 per cent in the

$350,000 to $50,000 and the (50,000 and over salcs brackets. Here aguain the sharp in-
crease between the two largest sales categories must be attributed in part at least

to the decided gain in store sales volumes from $37,625 per rented outlet in the
$30,000 to $50,000 to $84,940 per store in the $50,000 and over classification. In
general, thé coripuratively uniforrn upward trend in the payroll percentages can be
attributed partly to the azdditional work of an indirect nature involved in handling
the pgreater sales volumes but principally to the fact that the relative importance of
the proprietor's clerical services decreases as the stores become larger.

Rental expenses stood at the compuratively high figure of 6,8 per cent of
sales for stores in the less than $10,000 sales grouping in 1944. From that point on
the rutios moved steadily downward as sales volumes expanded until the low of 2.3 per
cent of sales in the $50,000 and over size of business was reached.

Advertising expenditures as percentages of sales ranged in 1944 between a
low of 0.1 and a high of 1.0 per cent of sales for the nine sales and occupancy
clusses of stores with two of them having averages of 0.l per cent, three with 0.4
per cent, two with 0.7, one with 0.8 und one with 1.0 per cent of reported sales. No
consistent trend i3 in evidence for the ratios to vary either directly or indirectly
with changes in the size-of-business groupings, although it cam be pointed out that
the largest sales classes for both owned and rented stores euch recorded the highest
percentage averages for local advertising expenses,

Depreciation allowances, a relatively fixed expenSe, ranged in 1944 between
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0.4 and 1.0 per cent of sales for the nine sales and occupancy clussifications of
men's clotaing stores. .Amons the owned cutlets there was an irregularly downward
tendency in the four depreciation percentages as the size of business increased, the
averages first movines upward from 0.7 per cent in the $10,000 to 20,000 sales class
to 1.0 per cent in the $20,0C0 to 30,000 size and then declining to 0.7 and 0.5 per
cent of total sules in the two largest sules categories. For rented stores the
highest average at 0.6 per cent of sales occurred in the less than $10,000 sales size
from which it receded to 0.4 per cent of sules in each of the four larger sizes of
business. sSuch stability, of course, rmeznt that the dollar ullowances-for deprecia-
tien becane greater injthe larrer sizes of rentec stores; and this in“turn attests
to'the proecressively greater value of fixtures which on averagze were in.usSe in each
succeeding size grouping of stores. ieflecting the larger investments of capital in
the fixed assets of ownecd-store businesses, noreover, the depreciation percentages
for these outlets were consistently greater than those of their rented counterparts
in each of the store sizes for which comparisons cun be made.

Other operating expenses, as used in these reports, consist of such residual
operating costs as supplies, communications, tuxes other thuan income taxes, insurance,
light, heat and power, repairs, bad debt losses, interest on borrowed roney,
alterution costs, and sundry expenses. 3ome of these items, it may be noted, are
items which were probably quite cormonly experienced znd were reported by most of the
stores in the sample, while others, like repairs, interest on borrowed money, and
losses on bad debts, etc., may heve varied rather widely in amount and in the extent
to which they were encountered and included in this expense classification. Possibly
because of this reason, tlie ratios for other operating expenses were guite irregular
in pattern., Thus for owned stores the uverages declined from 7.2 per cent of sules
in the $10,000 to $20,000 sules size to 6.2 per cent in the $20,000 to $30,000 class
but then irose to 6.6 and 7.1 per c¢ent of sules in the two larger groupings. For
rented stores, on the other hand, the ratios increased from 4.2 per cent in the less
than- 820,000 sales category to 5.9 in each of the two irmediately larger sizes of
business,; dropred to 4.5 per cent in the 30,000 to $5C,000 sales bracket to' rise
finally to 5.0 per cont of sules for stores with sales of $50,000 and over. Due in
some measure at least to the hiecher occupancy expenses wnich owned stores usually
cxperience, the averagec for these outlets were uniformly larger than those of the
rented c¢lothing stores.

Total operatine expenses, summarizing the expenses just described, varied
for the nine sales and occupancy classes of men's clothing stores between lower and
upper limits of 11.2 and 16.6 per cent of sales. Among the four classifications of
owned establishments, the ratios exhibited un upward trend, rising from 11.8 per cent
of sales in the $10,0C0 to 20,000 and the {20,000 to #30,000 sales sizes to 13.1
and 16.6 per cent in the two larger classifications. For the five classes of rented
stores the trend was more irrecular, the averages rising from 13.7 per cent in the
less than £10,000 sales size to 14.4 per cent of sales in the $10,000 to 320,000
grouping, receding to 14.0 and 12.8 per cent.of sales in the two larger categories,
and then moving upward to 15.8 per cent of totul sales . in' the 350,000 und over size
of business.

Froprietor's ret earningzs before incone taxes und withdruwals and in-
cluding both the rewurd for his clerical services und his net trading profits ranged
for the nine clussifications between 11.0 and 16.6 per cent of totul sales, vilth six
of them bLetween the nuch narrower limits of 12.3 und 135.4 per cent of reported
dollar volumes. By size of business, however, very little in the way of a consistent
trend in the averuszes cun be noted. Thus for ownecd stores, the ratios moved up from
11.0 per cent in the £10,000 to 420,000 sales size to 12.3 and 13.4 per cent in the
two middle categories and then dropped back to 11.1 per cernt in the $50,000 and over
sales class. JAmong the five sroups of rented establishments a tendency to stability
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can be scen for apart from the ratio of 16.6 per cent of sules recorded for nct earnings
in the less than $10,000 size of business the four remaining percentages were closcly
grouped between narrow limits of 12.3 and 12.8 per cent of total sales. This compar-
ative steadiness, it muay be noted, is due to the fact that variztions in the ratios for
gross truding profits by size of business arc nostly offset by opposing changes’'in the
average percentages for total operating expenses.

Averuage proprietor's net earnings per store, on the other haund, increased
consistently with expansions in the sizes of business. Thus for owned storez, the
dollar averuges ranged upward from $1,520 per store in the $10,000 to $20,000 sales
grouping to $5,45% per store in the {30,000 to §50,000 and to §$13,23€ per outlet in the
£$50,000 and over sales sizes. A similar progression is appurent in the figures for
rented outlets, the averages rising from $864 per store in the less than $10,000 size
to 4,827 ir the 330,000 to $50,000, and to $10,398 per store in the $50,000 snd over
sales category. HKspecially marked increuses in average net earnings per store for
both owned and rented establishments, it will bLe noted, occurred between the $30,000
to $50,000 and the 550,000 and over sales classifications. This is due entirely to the
fact that sales per store were much larger in the $50,000 and over than in the $30,000
to $560,000 sales sizes, the sveruge sales for owned stores in these two groups amount-
ing to 5119,674 and 40,477 per outlet, and for rented establishments to $84,940 and
W57, 625 per unit in 1944.

Qperuting Results of Continuing Stores in 1341 and 1944 Compared

Only 105 out of the 158 usuble schedules received from co-operating nen's
clothing or clothing and furnishings stores were able to provide figures on their
operating results for both 1941 and 1944. These reports huve therefore been sorted
into threec enlarwed sales classifications and the statistics for these groupings are
presented in Table 2 of this part of the bulletin. Here it is necessary to note that
the 105 reports have been assigned to their sules and occupancy categories for both
1941 ard 1944 entirely on the basis of the volunie of business transacted in the earlier
year and -without regaurd to the sales they obtained in the later period. This permits
the trends in operating results between 1941 and 1944 to be determined for the
identical retasil establishments. It should be stated, however, that the trends so
noted are not necessarily indicative of the experiences of all continuing men's
clothing stores because of the comparatively small samples upon which the statistics
are based.

A glance at the total sules fipures shown in Table 2 is sufficicnt to
irdicate that both owned and rented stores in each of the threc sizes of business
cxpericnced on averase sharply higher sales volumes in 1944 than in 1941. These in-
creases for the tiree sales sizes in faet ranced betwecn 28 and 51 per cent over 1941
BoRes tlovede: o1 . ounet ; et bYetaeen 29 and 495 per cert for rerted steres.’ In bobh
occupancy types, moreover, the percentasc rains were less for the larger than the
sugller businesses. Cverall, the total, sales ¢of owned and rented stores reporting
informmation on operuting results recorded a guin of about 35 per cent over 1941 volumes,
On the other hand, the Burcau's monthly sules indexes of a ruch larger sample of con-
tiasuing stores indicated an incrcase of about 29 per cert above the 1941 suales volumes
of the reporting men's clothing stores,

Due to the substantial increises in sules which the reporting stores en-
joyed, the rates of stock turnover were higher in 1944 than in 1341 for all six of
the sales and occupancy clusses of outlets. Thus during 1341 the stock turnover
averages for the six clussifications ranged betvieen outsilde limits of 1.5 and 2.4
turns in the yecuar while in 1944 the ratios varicd between 2.4 and 4,0 times per year.
This upward movecrment is of course a natural one for these clothing stores were
experiencing sharply higher consumer demands and sules volumes ugainst which the
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supplies of merchandise were relutively at least somewhat limited.

Indeed an inspection of the statistics presented in Table 2 will indicate
that averace inventories per store, end of year, were consistently somewhat lower at
the end of 1944 than at the end of 1941. These declines in fact ranged for the six
classifications of stores between about 5 and 20 per cent of the average stocks per
store for the end of the eurlier period for an overall decline of nearly 10 per cent.
For both owned and rented stores, however, the smallest average decreases were
recorded by the smallest sizes of stores, a circumstance which may be related to the
fact that it was the same groups of stores which also experienced the largest per-
centage pains in sales between the two years. Overall, the average ending inventories
per store for the six classes of men's clothing stores ranged between §5,052 and
28,351 per outlet for 1941 and between $4,217 and §23,277 per establishment for 1944;
and by size of business became steadily larger in both years as the sales-size group-
ings expanded.

Gross trading profits in percentage form varied for the six sales and
occupancy classes of continuing stores between 24.9 and 28.6 per cent of total sales
in 1941 against outside limits of 21.5 and 29.0 per cent of sales in the more recent
period. In five of the six groupings, the averages were lower in 1944 than in 1941,
but in only three of these were the decreases at all important with the contractions
in the ratios here amounting to 3.4, 1.4 and 0.8 percentage points, while in the
remaining classification an increase of 0.4 points was recorded between the two years.
These figures, of course, provide somc evidence of a downward trend in the rates of
gross trading profit between the years in question. It must be noted, however, that
the numbers of reports included in each of the six groupings of men's clothing stores
are unfortunately too small to establish with any degree of accuracy at the present
time either the direction or the extent of changes in overall margins of gross profit
between 1941 and 1944.

The averare ratios for total operating expenses were consistently lower in
1944 then in 1941 .n all six of the sales and occupasncy classifications of men's
clothing stores. Iuring the earlier year the six sets of averages ranged between
11.8 and 18.4 per cent of sales and in 1944 between the lower figures of 10.5 and 16.6
per cent of the dollar volume. In all but one of the six classes the decreuses were
rather important, the five declines here being contained between outside limits of
1.3 and 2.7 percentage points which in fact represented relative decreases running
roughly between 10 and 17 per cent of the 1941 rutios. Reflecting the influcence of
size of business upon expense levels, however, the percentages of total operating
expenses for owned and rented stores in both years with but one minor exception in-
creased steadily as the sales-size groupings became larger.

Incorporating the results of changes in the percentage averages for gross
trading profits and total operating expenses, proprietor's net earnings before in-
come taxes and withdrawals were hLicher as percentages of total sales in four of the
six classes of stores in 1344 than in 194)1. These gains varied between 1.1 and 2.5
percentage points and represented expansions in the four net earning ratios of between
about 9 and 21 per cent over the 1941 rates of net earnings. In two instunces
decreecses were reported, the averuges for owned stores in the less than $20,000 sales
class dropping from 13.1 per cent in the earlier to 11.0 rer cent of total sales in
the later period while a much smaller decline from 9.6 "%@ 5.4 per cent of total
sales was recorded by the 6 owned stores with 1941 sales of $50,000 or over. In
summary the six averages for net earnings for 1941 ranged between 9.6 and 13.1 per
cent of sales in 1941 and between 9.4 and 13.9 per cent of reported dollar volumes
in 1944. By size of business, it will be observed, these averages with two exceptions
moved downward for owned and rented stores in each of the two years with expansions
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in the sales classifications.

Expressed in dollar fijsures, on the other hund, the averages for proprietor's
net earnings per store were all sharply higher in 1944 than in the euarlier period.
This result, of course, was caused mainly by the substantial increases in sales volumes
which the six groupings of stores experienced during the wartime period but was also
aided by the gains in the rates of net earnings which were recorded in four of these
clussifications of continuing stores. Overall the six averages varied in.1941 from
a low of §1,406 to a high of $€,673 per store and between outside limits of $1,791 and
$12,725 per outlet in 1944. By size of business, morecver, the [igures increased
sharply and consistently in both years as the sales-size groupings becane larger.

Among the several types of operating expenses, the sulary and wage ratios
were lower in four of the six sets of averages in 1344 und were virtually unchanged
from 1341 percentage lcvels in the other two groupings. OCverezll the six payroll
averages ranged between 4.1 and 8.4 per cent of total szles in 1341 and betwecn the
lower outside limits of 5.1 and 8.2 per cent of sales in the later period.  This
downward trend, it may be noted, results clearly from higher average sules per puid
employee. The declines in average payroll ratios, however, werc in fact too small
to prevent the dollar payroll costs from rising somewhut between the two years.

Rentals, as percentages of total sales varied downward by size of business
from 3.8 to 3.0 per cent of sales in 1941 and from 2.9 to 2.4 per cent of the dollar
volumes in 1944. Thesc expenses in dollars are of course generally fixed in nature
and hence form smaller proportions of total sales as the business becomes larger.

Advertising, a controllable expense, was comparatively low in each of the
two yeurs, the six sets of averages for owned and rented stores ranging between 0.4
and 1.3 per cent of sales in 1941 und between 0.3 and 1.1 per cent of the volume
in the later period. No consistent downward trend in the averages between the two
years, however, is apparent, there being three cases in which minor declines were
shown, two recording slight increuses, and one which remained unchanged. By size of
business, or the other hand, the ratios in most instances increased in each year as
the sales-size grouping became larger.

Depreciation allowunces, another relatively fixed dollar expense, varied
somewhat erratically between the two years under review with three of the six
cateporics showing decreases, two remaining constant and one actually recording a

light increase. = Overall the six averages ranged from a low of 0.3 to 1.5 per cent
of sales in 1941 and from 0.3 to 0.9 per cent of the dollar volume in 1944. The
depreciation expense ratios for owned stores in both years, however, were consistently
higaer than the averazcs for their rented counterparts, & clear reflection of the
greater investments which their owners had made in the store properties of their
bus inesses.

with but one exception in which no change was indicated, the percentages
for other operating expenses were somewhat lower in 1344 than in 1941. The smallest
decrease arounted to only 0.2 percentuge points but the other four ranged from 0.7
to 1.3 percentuge points which were significant reductions when compared with the
ratios recorded for other operuting expenses in the earlier year. Overall the six
averages varied between 5.4 and 7.9 per cent of sales in 1941, and between the lower
outside limits of 4.6 and 6.6 per cent of sales in the later period. No consistent
and clearly discerrable trend by size of business is apparent in the figures for
either ycur but by types of occupancy the uverages for owned stores were all somewhat
higher than for the corresponding sizes of clothing stores which were rented.
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Table 2.--Men's Clothing or Clothing and Furnishings Stores - Operating Results for
Stores Classified According to 1341 Sales Size and Occupancy Basis, Canada, 1941

and 1944
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Table 2.--Men's Clothing or Clothing and Furnishings Stores - Operating Results for

Stores Classified According to 1941 Sales 3ize and Occupancy Basis, Canada, 1941

and 1944 (Cont.)
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PART III - JOMEN'S READY-TO-WEAR STCRES

Trends by Size of Businecss, 1944

By Census definitions, these stores deal principally 'in women's coats,
suits and dresses, with or without the usual reluted lines of accessories such as
hosiery; “Limgerie, millinery, etc. Filece goods may be 3old<in ninor quantities but
when such sales ‘form as mich as 50 per cent of the total trade, the store 'is clussi=
fied as a general merchandise ané dry goods store.

30 clussified, the sales of the women's ready-to-wear stores which reported
a breakdown of their sales by commodity classes in the 1341 Census of Merchundising
consisted on averuge of women's, misses' and children's clothing to the extent of 95
per cent of their dollur volume. This total was made up of women's und misses' ready-
to-wear outerwear to the extent of about 73 per cent of total sales; women's and
nisses' underwear, & per cent; hosiery, 6 per cent; furs and fur goods, 3 per cent;
millinery, 3 per cent zand of girls' and infants' wear which amounted to about 2 per
cent of total store sales. The remaining 5 per cent consisted of dry goods and
notions at slightly under 4 per cent of total sales while shoes and other footwear,
miscellaneous merchandise and receipts from repairs und services in total amounted
to a little over 1 per cent of the total dollar voluie.

A comparatively good sample of 199 usable reports on 1944 operating results
werc received from women's ready-to-wear stores co-operating in the recent survey.
When these were classified by size of business and then broken down between owned und
rented stores, however, only & schedules appeared in the less than $10,000 sales size
for owned outlets while in the four remainine sales classes of owned establishments
the numbers of reports were even smaller. Statistics on operating results are there-
fore presented in Table 1 for the one grouping of owned stores and the five sales
classes of rented outlets which in total rest upon the use of 187 individual store
schedules. For the five categories of rented outlets the samples are quite large
ranging between 27 and 52 reports but considerable care should be used in interpreting
the results for the one division of owned establishments because of the very small
sample upon which the firsures rest.

Referring now to the operating results shown in the table, it will be seen
that the six ratios for stock turnover varied between 2.2 and 5.3 times in the year.
Taking only the five sales sizes of rented stores, the ratios moved steadily higher
from 3.0 times in the less than $10,000 grouping to 5.5 times in the $30,000 to
$50,000 size of business. From that poirt the averzge receded to 4.9 times in the
$50,000 and over sales category, a drop which may be due in part at least to an ex-
pansion and elaboration in the lines of merchandise which these large-volume stores
felt it was desirable to carry. Average ending inventories per store for the six
sales and occupancy classifications ranged between outside limits of $1,545 and
$11,654 per store in 1944. Reflecting the necessity of having heavier stocks of
merchandise to handle larger volumes of business, these averages moved steadily higher
from the low of $1,545 per store recorded in the less than $10,000 sules size to
$5,032 and $11,654 per outlet in the $30,000 to 450,000 and the $50,000 and over
groupings of rented establishments. The especially sharp jump in average stocks
between the $30,000 to $50,000 and the $50,000 and over sizes, it may be noted, was
due to the pronounced expansion in store sales volumes for average sales rose from
$37,141 in the former to $80,041 per rented outlet in the largest size of business.

Inventory levels, judged from total stocks reported at the beginning and
end of the yeur were for the most part somewhat higher at the close of 1944. 1Indeed,
arart fron decreases of about € and 2 per ceut for owned stores in the less than
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$10,000 and for rented establishments in the $50,000 and over categories, the in-
creuses ranged between about 1 and 11 per cent of beginning values in the four smallexr
sizes of rented stores. Overall a gain of slightly over 1 per cent was shown for all
five classifications of rented stores. These increases are rmuch too small to permit
any conclusions to be drawn respecting changes in the physical gquantities or dollar
valuations of merchandise held in stock.

The 8ix averages for the gross trading profits for women's ready-to-wear
stores varied in 1944 bvetween the relatively narrow outside limits of 27.4 and 31.8
per cent of total sales reported with little evidences of a trend by size of business’
being apparent. The higheat ratio, it will be noted, occurred in the less than
$10,000 sales grouping where the owned and the rented stores recorded averages of 31.8
and 30.3 per cent of the dollar volume. Thereafter the rates of gross margin for
rented outlets dropped to 27.6 per cent in the $10,000 to $20,000 sales size, rose to
the plateau of 29.6 and 29.1 per cent in the $20,000 to $30,000 and the $30,000 to
$50,000 groupings, and then dropped to an average of 27.4 per cent of sales for stores
having sales of $50,000 and over in the year under review.

Among the expenses, salaries and wages disbursed to paid employees moved
steadily higher as percentages of total sules with expansions in the sizes of business,
the progression for rented stores starting at 1.1 per cent of the total dollar volume
in the less than $10,000 sales size and ending at the average of 8.3 per cent for
stores with 1944 sales of $50,000 and over. This movement is probably due principally
to the decreasing relative importance of the proprietor's clerical services in
relation to the work involved in the operation of the larger stores; and to some ex-
tent at least it may be due to the possibility that a certain amount of additional
help is required to perform the administrative and more indirect activities which are
involved in the operation of the larger sizes of stores. For the one sales class
of owned stores with sales of less than {10,000 the comparatively high payroll ratio
of 4.4 per cent of sales is shown. This, as will be observed, is out of line with
the average of 1.1 per cent which rented establishments of the same size obtained
and must be attributed to the presence of erratic conditions within the restricted
sanmple of 6 owned estublishments whose sales amounted to $10,000 or less in the period
under review.

Rentals as percentages of sales followed the opposite trend and becume
steadily smaller as the size of business increased. Thus, standing at 6.6 per cent
of total sales in the less than $10,000 sales grouping, the ratio declined sharply
to 5.7 per cent in the $10,000 to $20,000 sales class, receded more moderately to 3.6
and 3,3 per cent in the two larger gizes, and then fell somewhat more markedly to a
level of 2.5 per cent of sales in the $50,000 and over classification.

Advertising expenditures for the six groupings of women's ready-to-wear
stores varied between a low of 0,2 and 1.0 per cent of sales in 1344. The averages
for rented stores, moreover, varied directly with size of business, the ratios moving
upward from 0.2 per cent in the less than $10,000 to 0.3 per cent of sales in each
of the next two sales categories and then to 0.5 and 1.0 per cent of sales in the
$30,000 to $50,000 and the $50,000 and over sizes of business., This trend, all the
more significant because it is consistent, may well reflect both the desire to
expand and the increasing competition fc . zustomers and patronasge which the larger
women's wear stores often encounter fronm competitors in their own trade as well as
from department stores and often too from family clothing establishments.

Depreciation allowances as a dollar expense is, of course, dependent upon
the value of fixed assets used in the business. It is therefore not surprising to
find that the depreciation expense ratio of 1,1 per cent of sales for owned stores
in the less than $10,000 sales size was somewhat greater than the average of 0,6
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per cent recorded by rented outlets in the same sales category, for the former have
additional amounts of capital tied up:-in their store properties. Among the five
groupings of rented wonen's ready-to-wear stores, the average dropped from 0.6 per
cent in the smallest sales size to 0.5 per cent of sales in the $10,000 to $20,000
sales class, and then flattened out at the slightly lower average of 0.4 per cent
of sales in the three largest sizes of business. Here the decline from 0.6 to 0.4
per cent possibly suggests that the value of installed furniture and fixtures,
though larger, did not rise in proportion to the expansion which took place in
average sales per store between the less than §$10,000 and the $20,000 to $30,000
clagsifications. On the other hand, the levelling~off in depreciation at 0.4 per
cent of sales in the three larger sizes of business may indicate that the fizxed
asset values were here guite closely related to the progressively higher levels of
business which these reporting stores handled in 1944.

Other operating expenses include such items as supplies, cormunications,
taxes other than income taxes, insurance, light, heat and power, repairs, bad debt
losses, interest on borrowed morey, alteration costs, and sundry expenses. Such
costs, for the five groupings of rented wonen's ready-to-wear stores, generally
contracted in percentage terms as the sales sizes became larger, the ratios declining
from 6.1 per cent of sales in the less than $10,000 sales size to 4.7 per cent in
the $50,000 ancd over sales grouping. This downward trend, of course, merely means
that a considerable proportion of these expenses while expanding dollarwise did not
increase at the same rate from one size of business to the next as did the gain in
average sales per store and therefore were spread nore thinly over larger volumes
of“ business. Frobably reflecting the higher occupancy costs such as repairs, taxes,
insurance, etc., which the owned stores in the less thun $10,000 sales grouping
properly included in other operating expenses, the ratio for the comparatively small
saniple of 6 stores here stood at 10.4 per cent of sales, somewhat larger than the
average of 6.1 per cent recorded for their rented counterparts in the same sales cluss.

Total operating expenses, consolidating in trend theindividuazl items
described above, ranged in 1944 for the six sales and occupancy groupings of retail
establishments between the fairly narrow outside limits of 14.6 and 16.9 per cent
of total sules. Among the five clussifications of rented stores, the ratios con.
sistently tended to expund as the sizes of business became larger, the averages
Tising from 14.6 per cent for the less than $10,000 sales size to the high of 16.9
per cent of sales for stores having dollar volumes of $50,000 or over in the year
under review. This trend, it may be noted, was due principally to the fact that
the pronounced upward moverment in thne salary and wape ratios riore than offset the
contraetions which occurred in the averages for rent, depreciation, and other
orerating expenses as the sales sizes expanded.

On the other hand, average proprietor's net earnings before income taxes
and withdrawals, including both the reward for his clerical services and his net
trading profits, generally declined in percentage terms as the sizes of rented
stores became larger. This downward movement, it will be observed, resulted partly
from the somewhat lower average rates of gross profits recorded in the larger sizes
of business and partly from the consistent increases in the total expense ratios.
Thus starting at 15.7 per cent of sales in the less than $10,000 sales class, the
net earnings ratio dropped markedly to 12.6 per cent in the $10,000 to 20,000
category, rose slightly to 15.2 per cent in the §20,000 to $30,000 size, and then
declined tc 12.4 and 10.5 per cent of sales in the two largest sales classificatiors,

Notwithstanding this trend in rates of net carnings, however, the dollar
figures for rented stores became sharply higher in the larger sizes of business.
Here the averajge net earnings fTor rented stores began their upward progression at
23E5 per outlet in the less than $10,000 sules size and thence increased steadily
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to #1,914 per store in the $10,000 to $20,000 class, 3,316 per establishment in
the $20,000 to $30,000 grouping, 4,618 per unit in the $30,000 to §50,000 category,
and to the high of $8,390 per store in the $50,000 and over classification. A
corsiderable gain in the averages, it will be seen, took place between the $30,000
to #50,000 and the 50,000 and over classes where the figures almost doubled. This
of course is a clear reflection of the major inerease in the size of business, for
average sales per store jumped from $37,141 per outlet in the former to 80,041

per store in the largest size of business.

Operating Results of Continuing Stores in 1341 and 1944 Compared

Only 110 ocut of the 139 usable reports received from co-operating women's
ready~-to-wear stores were able to provide figures on their operating results for
both 1341 and 1344. when these were classified into the three enlarged sales-size
groupings and then sorted between owned and rented stores, however, a total of only
9 reports were included in the three sales clagsses of owned establishments. These
sanples were considered far too small to justify the publication of figures for
such sizes of stores. For the three groupings of rented outlets the sumples are
conparatively large, there being 42 of the 101 remaining reports includcd in the
less than 420,000 group, 39 in the $20,000 to 50,000 group and 20 in the $50,000
and over classification. Statistics for these classifications are therefore
presented in Table £ of this section of the bulletin.

It 1s important to note, however, that the 10l reports for rented stores
were assigned in Table £ to their sales categories for both 1941 and 1944 entirely
on the basis of the volume of business transacted in the earlier year and without
regard to the sales they obtained in the later period. This permits the trends in
operating results between 1941 and 1944 to be determined for identical retail
egtublishments. It should be stated, however, that the trends so noted are not
necessarily accurate measures of the trends of all continuing women's reuady-to-wecar
stores for a much larger sample of such stores would be required for that purpose.

A quick inspcetion of the total sales shown in Table 2 will reveal that
the sales of the throe classes of reporting stores were all substantially greater
in 1944 than in 194). These incrcases indeed amounted to about 48 per cent over
reported sales for 1941 in the less than $20,000 sales size, to around 36 per cent
in the $20,000 to $50,000 grouping and to 29 per cent for women's reudy-to-wear
stores with sales of {50,000 and over in 1341. There was thus & clear tendency
for the smaller establishments to experience greater rates of increuse than those
obtained by the larger ones. Overall, the three classifications of rented stores
recorded a total guin of 34 per cent over the earlier period. This compares with
an increase of about 40 per cent over the same period which is shown in the Bureau's
monthly sales indexes of a much larger sample of continuing women's clothing stores.
The rates of expansion are of course moderately close but the difference does
suggest that a number of the stores reporting their operating results for both
yeurs experienced in fact somewhat lower percentage gains than those included in
the Bureau's sample for rnionthly sales trends.

Due partly to the increase in sales volumes and partly to a comparative
stability in the value of endinz inventories, the rates of stock turnover for the
three sales classes of rented stores were all higher in 13944 than in 1941. This
trend of course was a reflection partly of the increase in consumer demand and
partly of the relatively restricted supplies of merchandise wiich were available
in the later period. Thus during 1941 the three averages for stock turnover stood



-5 =

at 3.1, 4.7 and 3.9 times per year against corresponding averages of 3.8, 5.8 and
4.7 times in 1944.

Average year-end inventories per store, in dollar figures, were not greatly
changed in 1244 from their levels in 1941. Thus averuge inventories stood at
$2,406, $4,837 and $13,695 per outlet in each of the three groupings in 1941 and
at the corresponding figures of $2,800, $4,995 and $13,497 per store at the close
of 1944. 1In percentage terms, the greatest change was experienced in the less
than $20,000 sales size where an average increase of about 16 per cent was obtained
but in the $20,000 to $50,000 sales class the gauin over 1941 levels amounted to
only about 3 per cent, and the largest stores reported the small decrease of 1.5
per cent. Overall the increuse for all three groupings amounted to a little over
3 per cent, By size of business these changes followed the pattern appearing in
average sales per store with the smuller sizes of stores having the greatest per-
centage increases from 1341 levels.

Average rates of pgross trading profit formed 29.1, 28.35 and 27.2 per cent
of total sules in the less than $20,000, the 820,000 to #50,000 and the $50,000
and over sales sizes of reporting stores for 1941 and 29.4, 28.7 and 27.7 per cent
of sales in the corresponding classifications of women's ready-to-wear stores in
1944, There was consequently little caange recorded in the ratios of gross profits
although it may be noted that the averages were all slightly higher in the more
recent. ‘year.

Total operating expenses as percentages of total sales, on the other
hand, were all consistently -lower in 1944 than in 1941, During the earlier year
the three averace ratios formed 15.9, 18.9 and 18.8 per cent of total sales while
in 1944 the corresponding percentages stood at the lower figures of 14.3, 17.3
and '16.9 per cent of the dollar wolumes. ''These decrcases! in Tuct:represented
clantiracHdhe oI MILIG! pereentage-points in the first tioe sizesiand U, 9=poirtEEin .
the “third grouping, declines actually amounting tc percentage decreases of between
roughkly 8.5 and 10 per cent of the total expense 1Tutlos recorded for tne earlier
year.

Reflecting the combined results of changes in the gross trading profit
and total expense ratios between the two years, proprietor's net earnings before
income tuxes and withdrawals in percentage form were all higher in the more
recent period. Thus in 1341 the net earnings ratios for the three groups of
rented stores formed 13.2, 9.4 and 8.4 per cent of totul sales aguinst the some-
what higher averages for the same classifications of 15.1, 11.4 and 10.8 per cent of
of the dollar.volunes reported for 1944. These increases, it will be noted,
amounted to gains of 1.9, £.0 and 2.4 percentage points which in turn represented
ineresses of about 14, 21 und 29 per cent over the rates of net earnings ratios
recorded for 1941. By size of business, the percentages for both years were less
in the larger thsn in the smaller sizes of stores, a result due to the decreases
in rates of gross truding profit and the ‘increuses in the total expense ratios
which consistently took place as the sales-size groupings expanded.

Following the general trend between 1941 and 1944, the dollar figures
Tor average proprietor's net earnings per store were likewise consistently larger
in the more recent year. Thus in 1341 the averages for the three sizes of business
anounted to 31,325, {2,763 and $5,973 per store while in the later period the
averages had expanded to 82,245, $4,538 and $9,854 per store, increases due in
minor degree to the gains in the percentace rates of net earmings, and in principal
part to the sharply larger sales volumes which the reporting stores experienced
in the more recent year.
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Turning now to the different operating expenses, it nay be noted that
the salary and wage percentages were slightly lower in two of the three sales sizes
of rented stores and slightly higher in the remaining saules class. During 1941, the
payroll ratios in the less than {20,000, the $20,000 to $50,000 and the $50,000
and over sales groupings. formed 5.4, 7.4 und 6,8 per cent of total sales, and in
1944 amounted to 5.0, 7.6 and £.4 per cent of the dollar volumes. Resulting from
this comparative stability in the salary und wage percentuszes, it is probable that
on averagae the dollar payroll costs for the reporting stores increased between the
two years' at approximately the sume rates as the guins in average sules.

Rentals as percentages of sules were all lower in 1944 than in 1941, the
three averages dropping from 4.5, 4.1 and 3.1 per cent of sales in 1941 to the
corresponding figures of 3.3, 3.2 and 2.5 per cent of sales in the later year. ZJuch
expenses. in dollars are of course relatively fixed in nature and therefoure form
smaller proportions of total sales as the dollur volumes expand.

Advertising expenses in percentage terms remained fairly stable in the
two years under review. Thus during 1941 the three averzges formed 0.4, 0.5 and 1.3
per cent of sules against corresponding averages of 0.4, 0.5 and 1.1 per cent of
saules in 1944. This comparative steadiness in the ratiou, however, suggests that
the dollar publicity costs of the reporting stores were on aver:ge larger in 1944
than in 1341 by approximately the szme rates of increase as those which were recorded
for average sales per store. By size of business, on the other hand, the larger
8izes of stores consistently recorded higher percentages for advertising in both
years than those shown for the smuller groups of reporting women's ready-to-wear out-
lets.

Depreciation allowances as percentages of sales were also virtually un-
changed between the two years, the three averages amounting to 0.3, 0.5 and 0.5 per
eent of sales in 1941, and to 0.4 per cent of sales in each of the three sizes of
business in 1344. Here aguin the stability in the ratios resulted on average in the
dollar allowances for depreciation being substantially greater in 1944 than in '1941.
Thics in turn suggests that either tie reporting stores had increased the fixed ussets
aguinst which the enlarged depreciation zllowances were made; or were utilizing the
high revenues of the wartime period to write-off their fixed ussets more yuielly
with perhaps a view to the possible renovation or replacement of some of the fixed
assets at a later date.

Other operating expenses in.percentage form were lower in all three sizes
of business in 1944 than in 1941 but the decline in one classification wus very
small. For 1341 these ratios stood at 5.3, 6.4 and 5.1 per cent of sales in the
less than $20,000, the $20,000 to $50,000 und the $50,000 and over sales groupings
and for 1944 amounted to 5.2, 5.6 and 4.5 per cent of sales in the corresponding
sales classes. i
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Table 1l,-~=Women's ReudyJTo-Wear Stores - QOperating Results for Stores Classified

According to 1944 Sales Size and Occupancy Basis, Canada, 1944.

AMOUNT OF ANNUAL SALES
Item Iess than 10,000 $10,000 to 319,999
Owned | Rented Owned | Rented
GENERAL INFORMATION
1: lumber of 3tores Reporting .sce..e. 6 ol 52
ho) RofsNSSaden it ol . B NS o [orore,d Favise $34,249 $169,276 $787,379
3. Average Sales Per StOre .occessoae 5,708 6,269 15,142
Total Inventory Reported, SANMPLE
4, BegRnBHRE 'Ol | ReOT s oo s o0 bes oo 115,029 O TSR 145,411
e B AR CIIETNE BV okats ibdate o did o rs e o o olore 10,326 41,710 T00 L1515 eI 7
6. JWienalse. OB el ole v o slejo sevscss 10,678 S9N 72 150,364
Average Inventory Per Store, SMALL
5. HBE B WOAT . ctvicenuinoonvencs 14 7l 1,545 2,987
Belidastl GlEeadSMBONd. oo . ddsaseaieis o 2SS 117,988 570,062
9, 3tock Turnover (times per year) .. 2182 R0 o5 e

PROFIT AND LOSS DATA
{Items Expressed As Percentages of Sales)

MICR S Gras = MRnAd INE BLofit «.occee doces s Sly..8 30,3 2748
Operating Expenses:
LI Employees' Salaries and wWages .. 4.4 JEE 4.8
2 NN Vol o o 5o SWoRAR X W 3] sV DN o tofo 5 [o TRNEE ) ERsTe - GRiE SAMPLE 6 57/
13. SONETUBIRS TITIZ fals| o 5+5 aTs 53] orole o dfeleie eis e 0.3 O 2) 0.3
14, DEPTOCPIATINOIL "« ¢ ¢ 5i¢ls sla's anesofeenas 3l 0.6 TOO (0F%5)
5, Other Operating EXpenses cceseco 10.4 6ol o), 7/
SMALL

16, Total Cperating EXpenses .ecseeoes B .2 14.6 50
17. Proprietor's Net Earnings Before

Income Taxes and ¥W/ithdrawals ... 15.6 157 3 46

18. Average Proprietor's llet Earn-
Iags PR RORE 75 d . i BB cme s e 4290 £985 $},014
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Table X.~-~ilomen'’s Ready-To-lWlear Stores -~ Operating Results for Stores Classified
According to 1944 3Jales Size and Occupancy Basis, Canada, 1944 (Cont,)

ANOURT OF ANNUAL SALES
220,000 to £29,999 $30,000 to 549,999 450,000 and Over
Owned |  Rented owned |  Rented Owned | Rerted
GERERAL INFORMATION
41 29 32 1.
$1,029,856 $1,077,101 42,561,298 | 2,
26,118 37,141 80,041 | .
SAPLE SAYPLE SAMPLE
158,218 143,548 380,397 4.
TOO 15, 320 TOO X4 - 920 TOO 372,922 5)
156,269 144,635 376,660 6.
SMALL SMALL SMALL
3,837 5,032 1 adasr
725,019 763,665 1,859,502 | e,
4,6 5.3 4,9 9,
PROFIT AND LOSS DATA
(Items Expressed As Percentages of Sales)
2826 Somp) 27 .4 10,
6.3 Pasplt 8.3 Yilig
SAMPLE 3.6 SAMPLIE 3.3 SAVPLE 2:5 12,
6.3 0.5 1.0 1z
TOO 0.4 TOO 0.4 TOO 0.4 14.
5.8 5.4 4,7 15.
SMALL SMALL SMALL
16.4 167 16.9 16.
15.8 12.4 10,5 1873
43,316 44,618 $8,390 | 18.




Table 2.-=Women's

LY

Ready-To-Wear Stores - Operating Results for Stores Classified

According to 1941 Sales 3ize

and Occupuncy Basis, Canada, 1941 and 1944

=" = =
AMOUNT OF ANNUAL SALES
Item Less than §20,000
1'9 421 19 4 4
owned | Rented Oowned | Rented
GENERAL INFORMATION
1. Number of Stores Reporting ....... 42 42
28 JstadiisSaltest . .fe ¥, 2 Sk 2 B% 0 $420,511 $621,435
3. Average Sales Per Store (ccocceeee 10,Cl12 14,796
Total Inventory Reported, SAVFPLE SAMPLE
4. Begiiianinot of #Yeardi wo bt e oo ifie o 91,8395 112,481
5. . | |GegSoNeTenr Lt .2, T00 101,067 TOO 117,610
6% Avenage FOPr YOAr| 3 He i jebd v 96,481 115,046
Average Inventory Per Store, SMALL SMALL
28 | TiindRo b RN IS o) el b b o 2,406 2,800
8., Cost of Goods oold Yolg o e s el G < 298,142 438,733
9. Stock Turnover (times per year) Seds 378

10,

11,
12.
13.
14.
15.

16.

17h

18,

TH G S e T 1 ] 06 i e M P SR

Operating Expenses:
Employees' Salaries and Wages ..
RS . S R e - - o oov e » duigs whiwn
AUl T LR oV ot A U ISP P |
Deppeciation! et -« . 5
Other Operating Expensea oF

coaoee

CREN- W

Total Operating Expenses

Proprietor's Net Earnings Before
Income Taxes and Withdrawals ...

Average Proprietor's Net Earn-
ings Per. Store ,..

LR ISR R SR R ]

PROFIT AND 10335 DATA
(Items Expressed As Percentages of Sales)

2901 29.4
9.4 5.0
SAMPLE 4.5 SAMPLE 3.3
0.4 0.4
TOC 0.3 TOO 0.4
5.3 5.2

SMALL SMALL
15.9 14.3
13.2 15.1




.

Table 2.--Nomen's Ready-To-Wear Stores - Operating Results for Stores Classified
According to 1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 (Cont.)

R XS F
AMOUNT OF ANNUAL SALES
320,000 to 249,999 350,000 and Over
1941 1944 i, 94 1944
Owned | Rented Owned | Rented Owned | Rented Cwned | Rented
GENERAL INFORMATION ;
1 |
39 39 20 2y 13
$1,149,050 $1,558,012 $1,413,715 $1,818,154| 2.
29,463 39,949 70,686 90,908 3.
SAVPLE SAMPLE SAPIE SALPLIE
164,605 191,456 253,020 |= 283,856| 4.
T00 188,638 TOO 194,789 TOO 273,906 TOO 269,930] 5,
176,622 193,123 263,463 276,893| 6.
SMALL . SMALL SMALL SMALL
4,837 4,995 13,695 13,497] 7.
823, 869 | 1,110,863 1,029,185 1,314,525] 8.
4.7 31,18 3.9 4.7f 9
PROFIT AND 1OS3S DATA
(Items Expressed As Percentages of Sales)
2803 28.7 2702 2707 100
7.4 7.6 8.8 B.4{11,
SAVNPLE 4.1 SAMPLE 3,2 |SAMPIE 3.1 |SAMPLE 2.5112,
0.5 0.5 1.8 1,113,
TOO 0.5 TOO 0.4 | TOO 0.5 { TOO 0.4114.
6.4 5.6 5.1 4.5115,
SKALL SMALL SMALL SMALL
18,9 17,3 18,8 16,916,
9,4 11.4 8.4 10,817,
82,763 $4,538 $5,973 $9,854 /18,
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PART 1V - FAMILY CLOTHING STCRES

Trends by Size of Business, 1944

These stores by definition sell a general line of men's, women's
and children's clothing, or furrishirgs, or clothing and furnishings.
Other items such as piece soods, notions, house furnishings and shoes muy be
carried but sales of clothing or furnishings rmust form at least 50 per cent
of the ‘toetal business.

50 classified, the sales of fumily clothing stores reporting a
breakdown of their sales Ly commodity classes in the 1941 Census of Llerchandising
consisted on average of clothing and furnishings to the extent of 739.3 per
cent of their total sales. The balance was comprised of sales of dry zoods
and notions at 8,9 per cent of the dollar volume; shoes and other footwear,

2.1 per cent; house furrishings, 1.7 per cent; all other merchandise, 1.6

per cent; and receipts from services and repairs amounting to 0.4 per cent of
total sales. The figure of 739.3 per cent for sales of clothing and furnishings
in turn was made up of men's and boys' apparel items which forued 35.7 per cent
of total sales, and of women's, misses' and children's apparel which anounted
to 43.6 per cent of the volume of businegs. A further breakdown of these

items indicated that the figure of 35.7 per cent for men's and boys' apparel
consisted of sales of custom tuailoring and made-to-rmeusure clothing to the
extent of 3.2 per cent of totul sales; ready-made clothing 12.8 per cent;
furnishings, 13.2 per cent; and all other men's and boys' clothing amounting

to 6.5 per cent of total sales. Women's, misses' and chaildren's apparel as
reported in the Census was composed of women's and nisses' ready-to-wear
outerwear at 23.4 per cent of gsales, and of underwear to the extent of 5.6

per cent of sdles; girls' and infants' wear, 2.8 per cent; millinery, 1.4 per
cent; hosiery, 5.0 per cent; and of furs and fur goods to the extent of 5.4 per
cent of total sales.

Resulting from the nature of the lines of merchandise they sell,
family clothing stores coribine or average out within themselves many of the
features of men's clothing, and women's ready-to-wear stores. Compared with
either of these more specialized kinds of apparel stores, the inventories of
family clothing stores are spread over wider and more divergent lines of
merchandise. This involves a wider range of merchundising problems arising
out of the different price, style, size and stock turnover characteristics
which the more externded inventories of goods possess. In addition, the methods
of display and selling may also vary in some degree. +hese features all
tend to be reflected in operating results. For this reason, therefore, the
reader may find it interesting to compere the statistics presented in the
table for family clothing stores with those shown in Table 1 in the preceding
sections for men's clothing and women's ready-to-wear stores.

Turning now to the information presented in the table, it will be
noted that a total of 138 usable schedules were received from family clothing
stores co-operating in the recent survey of operating costs. These were
classified into five sizes of business ranging from a less than §$10,000
sales size to a 350,000 and over classification. Such groupings were then
separated by type of occupancy as between owned and rented stores and figures
were compiled for cuch of these ten sules and occupancy classes of family
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clothing stores. In a number of instances the samples were gquite small for
in six of the ten divisions the reports on which the statistics were based
tumbered less than 15, and the statistics for these should therefore be
used with some caution. For much the same reason, no figures were compiled
to present a comparison of operating results for 1941 and 1944, the number
of schedules giving figures for both years unfortunately being too small to
justify the compilation.

Average rates of stock turnover, it will be observed, varied for the
ten sales and ocgupancy classes of stores between 1.8 and 3.7 times for 1944.
Among the five groups of owned establishments, the rate of stock turnover was
higher for the larger than the smaller businesses, the averages here moving
consistently higher as the size of business became larger. In the case of
rented stores, the rates of stock turnover were almost uniform for the first
four sizes of business where they varied only slightly from an average of 2.6
times. For the larger stores, however, the rate was somewhat higher at 3.1
times for 1944. These rates of turnover were close to those recorded by the
corresponding classifications for men's clothing stores but were somewhat
lower than those shown in comparable groupings for women's ready-to-wear stores
in 1944.

Merchandise inventories on hand at the end of 1944 ranged between
averages of $1,890 and {25,533 per store for the ten groupings of family
clothing outlets shown in the tuble. These inventories rose consistently and
for the most part steeply for both owned and rented estublishments as the
store sizes beczme larger, a clear indication of the expansion and elaboration
which took place in stocks of merchundise with increases in size of business.
Most of these averuge inventories, a comparison with the preceding sections
will reveal, were higher than those recorded in the corresponding classi-
fications of men's clothing stores while all of the comparable averages wers
higher than those shown for women's ready-to-wear stores uat the end of 1944.
This of course results from the fact that family clothing stores must maintain
balanced inventories of both men's and boys', und of women's, misses' and
children's apparel, a condition leading naturally to the holding of larger
stocks of merchandise than those usually maintained by their more specialized
competitors.

The inventory levels of family clothing stores, as judged from total
inventories reported, were for the most part somewhat higher at the end of
1944 than at the beginning of the year. In nine of the ten sales and occupancy
classes of stores the gains in fact varied from about 3 to 10 per cent over
total beginning inventories with six of the nine showing relative expansions
of 7 per cent or more. In one of the classifications a decrease of about 6 per
cent was recorded, a fact which, in view of the consistent gains shown in the
other categories, may be attributed to the non-typical experiences of some of
the outlets which were inecluded in that size of business. Overall the
inventories of owned stores increased by an average of ubout 3 per cent against
a gain of about 7 per cent for rented establishments and a combined expansion
of about 5 per cent for both occupancy types of retail outlets.

Average rates of gross trading profits for the ten classes of reporting
family clothing stores ranged between 13.9 and 30.7 per cent of sales in 1944.

The highest ratios for both owned and rented stores occurred in the amallest
~
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size of business where the two occupancy types of stores with sales of less
than §10,000 obtained respective averages of 26.1 and 30.7 per cent of total
sales. Thereafter the trends moved irregularly downward as store size in-
creased until averages of 22.2 and £5.7 per cent of sales were recorded by
owned and rented stores with sules of §50,000 or over in the year under
review. These rates of gross profit, it may be noted, were somewhat lower
than those recorded in six of the nine corresponding c lassifications of men's
clothing stores and in five of the six comparuble groupings of women's ready-
to-wear establishments. No statisticel information is available to explain
these differences. Nevertheless it is possible that the family clothing
stores with their greater diversity of merchandise were handling more of the
staple lines of goods than were their more specialized competitors, and

hence were Ceriving sonewhat lower percentages of gross profit from their
sales than was true of either the men's or the women's apparel stores which
reported in the recent survey.

Turning now to the operating expenses, it will be seen that employees'
salaries and wages varied for the ten classes of family clothing stores
between 1.8 and 7.9 per cent of sales in 1944, Here the averages with but
two exceptions moved progressively higher as the sizes of the reporting stores
becane larger. For owned stores the upward trend started at 1.8 per cent of
sales in the less than $10,000 sales size, rose to 2.2 per cent in the next and
to 4.7 per cent in the #20,000 to $30,000 sales grouping, dropped slightly to
4.3 per cent in the $30,000 to $50,000 cutegory and increased finully to 5.5
per cent in the §50,000 and over size of business. TFor rented establishments
the payroll ratios averaged 2.8 per cent in the less than $10,000 sales
grouping, dropped to 2.2 per cent in the $10,000 to 20,000 size, and then rose
to 4.6, 4.8 and 7.9 per cent of sales in the three larger sizes of business.
This, of course, is to be expected, for both the selling and the more indirect
types of work increase steudily as the size of the stores moves upwurd while
at the same time the share of this work performed by the proprietors naturally
becomes steadily smaller.

By comparison with the more specialized apparel outlets, the salary
and wage ratios of reporting family clothing stores tended to occupy a middle
position between the averages obtained in 1944 for men's and for women's
clothing stores. Thus the ratios for family clothing establishments were
higher than those of men's clothing stores in five of the nine corresponding
classifications and were less than those of women's clothing stores in five
of the six comparable groupings. This pattern was also apparent in the results
of the 1941 Census of Merchandising. llere the payroll percentage for all
independent family clothing stores, both incorporated and unincorporated, stood
at 9.3 per cent of sales, a mid-point between the averages of 8.5 per cent
for, men's clothing and of 10.1 per cent for women's ready-to-wear stores. Due
among other things to different kinds of commodities hundled and the methods
and time involved in selling them, employees' salaries and wages formed a
higher proportion of the sales dollar of the women's than of the men's clothing
stores. , Family clothing stores, -however, handle both men's and women's
apparel and it is therefore not surprising that their payroll ratios should
average out to the middle percentage figures shown above.

Rentuls as a percentage of sales wus highest at 5.5 per cent of sules
for rented family clothing stores in the less than #10,000 sales grouping.
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Thereafter the rautios decreased steadily as the store sizes became larger until
the ratio of 2.0 per cent was finally reached in the 50,000 and over classi-
fication. These percentages, moreover, were all lower than those obtuined by
the similarly-sized groups of men's clothing and women's ready-to-wear stores
which reported for 1344 in the recent survey. 3uch differences, although
possibly resulting in part from other factors, could have been caused by a
tendency for more of the responding family clothing stores to be situated in
the smaller centers than was true of the men's or women's clothing outlets.
Here it may be noted that family clothing stores according to the 1941 Census
of Nerchandising were in fact concentrated more in the smaller urban centers
where rental charges are presumably somewhat lower than were either the men's
or the women's c¢lothing establishments. Indeed according to that Census about
57 per cent of family clothing stores were located in places of 10,000 population
or less against only 38 per cent for men's and only 3< per cent for wamen's
apparel outlets. 3

Average percentages for advertising were low in most of the ten
groupings of stores with the ratios in eight of them ragging from less than
0.1 to 0.5 per cent of sales in 1944 while in two the relatively high figures
of 0.8 and 1.5 per cent were recorded. No marked tendency was apparent .for the
.ratios to vary elther directly or indirectly with size of business during the
year under review. The percentages for family clothing stores, however, were
generally lower than those of the corresponding classifications of men's
clothing snd women's ready-to-wear stores, a fact which wus true in six of the
nine comparuble classes of men's, and in four of the six groupings of women's
appurel outlets.

Depreciation allowances on average ranged between 0.4 and 1.4 per
cent of reported dollar volumes for the ten sales and occupancy classifications
of family clothing establishments in 1944, By size of business the trend was
gomewhat irregular but nevertheless in a downward direction. Thus the ratios

' for owned stores declined from 1.4, 1.2 and 1.4 per cent of sales in the three
smaller sales groupings to 0.7 per cent in the $30,000 to $50,000 and to 0.4
per cent in the $50,000 and over store classes. For rented stores the ratios
noved from 0.7, 0.5 and 0.6 per cent in the same sales sizes to 0,4 and 0.5 per
cent in the 30,000 to $50,000 and the $50,000 and over sizes. By type of
occupancy, however, the relationships were more regular with the percentages
for owned stores being higher than those of rented establishments in four of
the five sales classes. 3uggesting the likely presence of more extensive
furniture and fixtures, the depreciation ratios for these stores were higher than
those recorded for men's apparel establishments in six of the nine comparable
classifications but exceeded the averages for women's clothing stores in only
four of the s3ix comparisons.:

Other operating expenses, including such residual operating costs
as supplies, communications, taxes other than income taxes, insurance, light,
heut and power, repairs, bud debt losses, interest on borrowed money, alteration
costs, and sundry expenses, ranged [ Lthe ten averages between 5.8 and 9.1 per
cent of sales in 1944. Gome of these, like supplies, taxes, insurance, etc.,
were commonly experienced while others like repairs, bad debt losses, interest
on borrowed money, ctc., may have varied widely in amount and in the extent to
which they were encountered and reported. Possibly due to this reason, the
rutios for other operating expenses were irregular in the downward trend they
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followed. Thus moving from the smallest to the largest size of business, the
averages for owned stores dropped from 9.1 per cent in the less than $10,000
sales size to 5.7 per cent in the next, then rose to 8.7 per cent and declined

to 5.2 and 3.8 per cent in the two largest sales groupi%ﬁewhile for rented

stores the percentages decreased from 6.9 per cent in/less than $10,000 store
size to 4.9 per cent in the next, then increased to 5.3, declined again to

4.5 and ended at 5.2 per cent in the largest size of business. Owned family
clothing stores in four out of the five sales groupings had higher ratios for
other operating expenses than their rented counterparts, a relationship probably
due to the greater content of occupancy costs in the other expenses of the former
type of outlets. In comparison with the experiences of the two more speciulized
kinds of clothing outlets, the averuges for fumily clothing stores were lower
than those recorded by men's clothing stores in only five of the nine corresponding
clasgifications and by women's ready-to-wear stores in only four out of six
catepories which were conparable.

Total operating exrenses for the ten sales and occupancy classes
of family clothing stores ranged between a low of 9.1 and a high of 16.4 per
cent of sales in 1944. By size of business, however, the trends in the total
expense ratios were guite irregular for both owned and rented establishments.
Thus for the five groupings of owned outlets, the averages started at 12.5 per
cent of sales in the less than $10,000 sales size, dropped to 9.1 per cent in
the 10,000 to $20,000 sales grouping, rose sharply to 16.1 per cent in the
$20,000 to $30,000 store size and receded to 10.5 and 10.2 per cent of sales in
the two largest sales classifications. For rented stores, the averages began
with the relatively high figure of 14.1 per cent of sales in the less than
$10,000 sales size and then dropped to 10.€ per cent, rose to 13.4 per cent,
declined aguin to 12.3 per cent and then rose to 16.4 per cent in the successively
larger sizes of stores. Overall the total expense ratios for family clothing
stores were less than those of men's clothing outlets in six of the nine
comparable groupings and were less than those of women's ready-to-wear stores
in all six of the corresponding classifications.

Proprietor's net earnings before income taxes and withdrawals and
including both the reward for his personal services and his net trading profit
return, varied for the ten classes of family clothing stores between outside
linmits of 9.0 and 16.6 per cent of total sales in 1944. By size of business,
the rates of net cecarnings for owned stores were somewhat lower for the medium-
gized storcs than for the small and large ones. Thus the ratios started at the
relztively high figure of 13.6 per cent of sales in the less than 310,000 sales
groupling, receded to the lower averages of 12.0, 3.0 and 9.4 per cent in the
next three larger sales sizes and then'rose sharply to 12.6 per cent of sales
in the $50,000 and over classification. In the case of rented establishments,
however, the percentuges moved irregularly downward from the high of 16.6 per
cent of sales in the less than $10,000 to 13.1, 14.4, 11.7 and 9.3 per cent of
sales in the four successively larger sizes of business. Irregularity also
featured the comparisons of the net earnings' ratios for family c¢lothing stores
with the averages for their more specialized counterparts. Here the percentages
were greater than those obtained by men's clothing stores in only four of the
nine corresponding sales sizes, and exceeded those for women's ready-to-wear
stores in only three of the six cases where comparisons were possible.
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Average proprietor's net earnings per store in dollars increased
consistently with expansions in size of business. For owned family clothing
stores, the averages moved sharply upward from $745 per store in the less than
$10,000 to $3,802 in the §30,000 to $50,000 and $14,997 per outlet in the
$50,000 groupings. For ronted establishments the figures for net earnings
sturted at $1,118 in the smallest and rose steadily to $4,619 in the $30,000
to 350,000 and to §&,161 per store in the $50,000 and over classifications.
Juite marked increuses in the averages, it will be noted, occurred between the
$30,000 to $50,000 and the $50,000 and over sizes of business. This expansion
was of course muinly due to substantial differences in averuge sales per store,
the figures for owned stores amounting to $40,430 and $118,906 and for rented
outlets to $39,525 and $88,221 per store in the last two sales sizes.
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According to 1944 sules Lizc and Occupancy Basig, uanuuu, 1044,

~ AMOUNT OF ARNUAL SALES
Ttem Less than 310,000 $10,000 to 319,999
Owned | Rented Owned | Rented
GENERAL INFORMATION
1. Number of Stores Reporting ....... 8 8 10 15
e VRO HERCISEIETEN . b L I R oo cree e $43,396 $53,810 |$149,056 $237,224
S Average.Sales Per Store .co..ececee 5,500 6,726 14,906 15,815
Total Inventorv Recported,
4, BeginningsQf YR “afo < o c e 0 coev oo 16,889 13,895 61,230 71,631
e | EREREH MIEREY | St SRS elote o o o« o WYL 18,294 15,118 57,798 AR
6l = TAVEHARE) SREOTIIERNE #yies blo s « < o + +sidle 17,592 14,507 59,514 74,572
Average Inventory Per btore,
7ok & DEBOMICTRSYEER ad 0 e AL L Dl b .. 1 2,287 1,890 5,780 5,167
BalCosiwiofaGoods SPAGI F. il e » 1 . 32,513 37,290 116,860 180,527
9. Stock Turnover (times per year} . S8 2,6 2.0 2.4

PROFIT AND LOSS DATA
(Items Expressed As Percentagesof Sales)

HES GOSN Profit to.cn. 0o 26.1 30.7 21.6 23,9
Operating Expenses:

181 Employees' Salaries and Wages .. 15, 8 2o B e 2.2
120 Rent 8 000@0GCEOBOIEIRLEARCES 0@ atO ‘ g 305 - 3.0
@t Addlentitoding ool S ol 3 AP s 0.2 0L 2 (a} 0.2
14. DSEReGHEE O S L .o 3L al oo 1.4 (0774 QR 0.5
15. Other QOperating Expenses ....... 9.1 Gl 5.7 4.9
16, Total Cperating EXpenses ...e:ces. NS 14 9L 10.8
17. Proprietor's Net Earnings Before

Income Taxes and Withdrawals ... 13.6 16.6 1215 13.1
18, Average Proprietor's Net Earn-

e R SUOME v oo sdoh e o $745 $1,118 $1,864 $2,066

(a) Less than .05 per cent.
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nccordlng to }Jk4 sales oize and UCcupuncy ddSls, uunqdd, 1944 (Cont., )

AMOUNT OF ANNUAL SALES

$20,000 to $29,999 §30,000 to $49,999 $50,000 and Over
gwned | Rented Owned | Rented Owned ] Rented
GENERAL INFORMATION
6 17 8 27 13 26 1.
$175,173 $412,823 $323,443 | 31,067,163 $1,545,772 |$2,293,743 | 2.
29,196 24,284 40,430 39,525 118,906 a8, 28 ¢ 9,
58,256 104,657 89,361 300,284 321,213 532,916 4.
63,204 145,021 93,380 320,613 331,932 563,009 5.
60,730 109,839 91,371 310,449 326,573 547,963 6.
10,534 6,766 11,673 11,875 25,533 20,6541 %,
3%, 205 298,058 259,078 811,044 1,193,336 1,704,251 8.
2.2 Y4 2.8 2.6 3.7 3.l 9.
PROFIT AND LOSS DATA
(Items Expressed As Percentages of Sales)

25.1 27.8 19.9 24,0 22,8 20,07 10,
4.7 4.6 4.3 4.8 5.5 7.9 1l.
- 2.4 g 203 " 200 120
1.3 0.5 0.3 0.3 0.5 08 JL 135k
1.4 0.6 0.7 0.4 0.4 Q9 1 14.
(=17 5.3 5.2 4.5 3.8 5.2 15.
16.1 13.4 10,5 1203 10.2 16.4 16.
9.0 14.4 9.4 R 12,6 92 17%
$2,612 $3,503 802 $4,619 $14,997 $8,161 | 18.
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PART V - FAMILY SHOE STCRES

Trends by Size of Business, 1944

Family shoe stores as the name implies combine within themselves
the handling of men's, women's and children's shoes and other footwear. They
may carry subsidiary lines of merchandise such as baggage and other leather
#oods while shoe repair services in Some cases may also be provided.

These stores are nevertheless specialized to a high degree in the
handling of footwear. Indeed the sale of shoes and other footwear formed 97.2
per cent of the total sales of those stores which analyzed their 1341 dollar
volumes by classes of commodities in their Census returns for that year. This
figure in turn consisted of boots and shoes at 73.6 per cent of total sales;
rubbers and overshoes at 12.8 per cent; all other footwear at 4.8 per cent;
clothing and miscellaneous merchandise at 2.3 per cent, and receipts from
repairs and services which formed 0.5 per cent of their total dollar volumes.
Boot and shoe sales at 79.6 per cent, it may be noted, were made up of sales
of men's and boys* types to the extent of 28,7 per cent of total sales, of
women's and misges! at 43.9 per cent, and of children's and infants' types
at 7.0 per cent of total sales in 1341,

A total of 165 usable schedules giving figures on operating results
for 1944 were received from family shoe stores co-operating in the recent
survey. These were then sorted into five sizes of business for stores having
sales of less than $10,000, between $10,000 to $20,000, $20,000 to $30,000,
$30,000 to $50,000, and of $50,000 or over in the period under review. The
classifications were further broken down into groupings for owned and rented
establishments. At that point it became apparent that the number of reports
for owned stores in each of the five store sizes was too small to justify the
publication of averages for them. For rented stores, however, the size of
the sample was rmch larger with the numbers of usable reports in euch of the
five sizes of business ranging between 14 and 45 schedules for a total of
145 returns.

Turning now to the statistics on operating results presented in
Table 1, it will be seen that the average rate of stock turnover for the five
sizes of rented stores varied between a low of 1.8 and a high of 3.4 times in
1944. With but one 'minor exception, stock turnovers were higher for the
larger stores, the low rates of 1.9 and 1.8 in the less than $10,000 and the
$10,000 to $20,000 sales grouping giving place to turnovers of 2.6, 3.0 and
3.4 times in the three larger classes of establishments. This trend was of
course a natural one for having obtained a comparatively balanced complement
of merchandise the inventory could support somewhat larger volumes of sales
without proportionate increases in those stocks, a relationship then
contributing to faster rates of stock turn.

Attesting to the substantial inventories which the reporting shoe
stores carried to maintain satisfactory size, price and style ranges in their
stocks, their average inventories per store varied between §2,613 and $17,277
per store at the end of 1944. These averages, moreover, increased steadily
and in places rather sharply as the stores became larger. Thus the average
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vear-end stocks expanded from 32,613 per store in the less than 10,000 sales
3ize to 46,055 and $6,955 in the $10,000 to §20,000 and the $0,000 to
$30,000 groupings, thence to &7,741 in the $30,000 to $50,000 sales class

and Tinally to $17,277 per outlet for stores with 1944 sales of $50,000 or
over. The pronounced gain from $9,741 per store in the $30,000 to $50,000
to $17,277 in the $50,000 and over classification, however, was due at least
mwartly to the major increase in the sizes of stores being compared for
average sales per store jumped from $40,802 in the former to $81,383 in the
latter size of business.

Changes in inventory levels between the beginning and end of 1944
may be appraised from the total inventories shown for these two dates in
Table 1. In the three smaller sizes ‘of business increases were experienced,
the gains in fact amounting to uboutiZ2, 4 and 6 per cent over beginning figures,
but declines of about 3 and 1 per cent were recorded in the two larger store
groupings. Overall, however, the total ending inventories reported were up by
less than 1 per cent from beginning levels,

Average rates of gross trading profit for the five size categories
of family shoe stores varied between a low of 27.0 and a high of 29.9 per cent
of sales for 1944. By size of business the smallest and the largest sizes of
store had the two highest ratios of gross trading profit at 29.9 and 28.3 per
cent of sales while in the three middle groupings the lower averages of 28.1,
27.0 and 27.1 per cent of sales were obtained.

Turning now to the operating expenses, the five series of averages
for employees' salaries and wages ranged consistently upward from 2.1 per
cent of snles in the less than $10,000 to 3.8, 5.3, 6.8 and 8.2 per cent of total
sales in the four progressively larger sizes of stores. This rising trend is
probably due principally to the decreasing share of the work which the
proprietors of the larger stores perform. In some degree it may also reflect
the fact that certain additional help is required by the larger stores to
handle the greater administrative and other indirect activities involved in
their operation.

Rent, unlike salaries and wages, is clearly a fixed expense once
the lease has been negotiated and therefore presents the retailer with the
opportunity to reduce the weight of this cost by spreading the rental charges
over a larger volume of sales. This process is illustrated in the rentals
percentages, for the ratios dropped steadily from 4.3 per cent of the total
dollar volumes in the less than 310,000 sales grouping to 3.5, 3.3, 3.3 and
2.8 per cent in the four larger sizes of business.

Advertising costs as percentages of sales, however, exhibited a
contrary pattern and varied directly with amount of sales made. Thus
commencing at 0.2 per cent of sales in the less than $10,000 sales grouping,
the averages for the reporting family shoe stores increased steadily to 0.4,
0.5, 0.6 and 0.9 per cent of sales in the four progressively larger store
gizes. This trend, all the more significant because it is consistent, could
have been prompted by several reasons such as that of building up consumer
recognition and goodwill in anticipation of more corppetitive conditions in
the post war period, of retaining present patronage or actually of obtaining
new customers.
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Depreciation allowances in ratio form although somewhat less regular
moved generally downward as the sizes of rented stores became larger. The
averages were therefore highest in the less than §10,000 and the $10,000 to
$20,000 store sizes where tliey stood at 0.5 per cent of sales and from which
they declined to 0.3, 0.2 and 0.3 per cent of reported dollar sales in the
three larger sizes of stores,

Other operating expenses include such costs of doing business as
supplies, communications, taxes other than income taxes, insurance, light,
heat and power, repairs, buad debt losses, interest on borrowed money and sundry
expenses. Some of these like supplies, communications, taxes, insurance, etc.,
were commonly experienced and hence were probably included quite uniformly
in the figures reported for other operating expenses. Others such as repairs,
interest on borrowed rioney, etc., may not have been so generally encountered
and therefore not so consistently in the dollar totals for this expense classi-
fication. Nevertheless, the percentages for all other operating expenses
tended to be smaller in the larger sizes of business. Thus the average declined
from 5.1 per cent of sales in the less than $10,000 sales grouping to 4.9 and
3.8 per cent in the $10,000 to $20,000 and $20,000 to $30,000 store sizes, then
rose and again decreased slightly to 4.0 and 3.9 per cent of sales in the
$30,000 to $50,000 and the §50,000 and over sizes of business.

Summarizing the trends in the expenses just described, total operating
expenses varied for the five sales classes of rented family clothing stores
between 12.2 and 16,1 per cent of total sales for 13944. These averages, more-
over, were consistently greater for the larger than for the smaller stores,
the ratios increasing from 12.2 per cent of sules in the less than $10,000
sales grouping to 13.1,:13.2, 14.9 and 16.1 per cent for the lurger sizes of
business. This, of course, resulted from the fact that the higher percentages
for payroll costs and for advertising which were showr for the larger sizes of
stores were more than sufficient to offset the lower ratios which were recorded
there for rent, depreciation, and other operating expenses.

Proprietor's net earnings before income taxes and withdrawals, it
should be noted, include both the rewards for the operator's clerical
services and the net trading profit returns from his business. So defined, the
figures for net earnings in percentage terms exhibited a clear tendency to
decrease zs the sizes of stores became larger, the rutios declining from 17.7
per cent of sales in the less than $10,000 sales grouping to 15.0, 13.8, 12.2
and 12.2 pér cent in the following classifications. [Here, the downward trend,
although partly due to the rather irregular contraction in the gross trading
profit percentages, was principally caused by the upward movement which took
place in the total expense ratios as the stores became larger.

In spite of the relationship just deseribed, however, average prop-
rietor's net earnings per store in dollar figures were much higher for the
larger family shoe stores. Thus moving from the smallest to the largest sales
groupings, the averages rose from $1,141 per store in the less than £10,000
sales ¢lass to $2,190, $35,374, $4,991 and $9,979 per outlet in following sizes
of business. A pronounced gain in dollar net carning, it will be noticed,
occurred between the two. largest classifications where the averages rose from
4,991 to 9,979 per store. This is due to the major increase in sales volumes
for average sules -jumped from $40,802 per outlet in the $30,000 to $50,000 to
#81,383 per store in the $50,000 and over sales class.
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Operating Results of Continuing Stores in 1941 and 1944 Compared

Exactly 100 out of the 165 usable schedules received from co-operating
family shoe stores were able to provide figures on their operating results for
both 1941 and 1944. When these 100 reports were sorted into the three enluarged
sales classifications and then broken down between owned and rented establishments,
however, only 8 schedules were included in the three sizes of business for owned
establishments. As a consequence, it was possible to present statistics in
Table 2 on operat ing results for only the three groupings of rented stores for
which fairly satisfactory numbers of reports were available.

It is important to note, however, that the reports included in Table
2 were assigned to their sales clussifications for both 1941 and 1944 entirely
upon the basis of the volume of business transacted in 1941 and without regard to
the sales they obtained in the later period. This permits the trends in operating
results between the two years to be détermined from the experiences of identical
and continuing shoe stores. Because of the comparative smallness of the sample,
however, the trends so shown are not necessarily accurate indicators of the
finaneial experiences of all family shoe stores during the wartime period.

Turning now to the stutistics presented in Table 2, a glance at the
total sales figures reported is sufficient to indicate the major increases which
occurred in the sales of the continuing stores between 1941 and 1944. These gains,
in fact, amounted to about 57 per cent over the 1941 total in the less than
$20,000 size of business, to 51 per cent in the $0,000 to $0,000 grouping and to
31 per cent for stores having sales in 1941 of §50,000 or over. The largest per-
centage increase, it will be noted, was obtained by the smallest retailers, a
fact which must be related to the comparatively small sales volumes they
experienced in the earlier year. Overall, the expansion in business for the
three sizes of stores amounted to about 42 per cent. JAgainst this must be set
the gnin in the dollar volume of 36 per cent over 1341 levels shown in the
Bureau's indexes of a much larger sample of continuing shoe stores. It is obvious,
therefore, that a number of establishments reporting in the recent survey of
operating results obtained increases in sules considerably above the average of
those included in the Bureau's sample for monthly sales trends.

. In the light of these gains in volume, it is not surprising to find
the reporting shoe stores turning over their average inventories of merchandise
at much faster rotes in 1944 than in the earlier period. The extent of these
galns 1s shown by the fact that the averages for the three sizes of stores rose
from .6, 2.8 and%2. 2 times lin 1941 to qoigesponding ratios of 2.4 ,.3.Fand 5.4
times in 1944. DBy size of business, the rates of stock turnover were again faster
for the larger stores in both years, u trend which was also found to apply in the
averages recorded for 1944 in Table 1.

This upward trend in rates of stock turnover between 1941 and 1944, it
may be noted, was also due to changes in inventory levels between the two years.
Indeed, un inspection of the statistiecs »resented in Table 2 will indicate that
average ending inventories per store recorded an increase in only one classi-
fication and declines in the other two The incroase amounting to about 3 per cent
for 1941 figures occurred in the less than (20,000 sales size against declines of
5 and 21 per cent in the two larger sizes of stores and an overall decrease for
all reporting stores of about 11 per cent. In swamary, the three inventory
figures stood at $6,115, $11,496 and {24,995 per store at the close of 1941 and
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at $6,312, $10,941 and $19,776 per outlet at the end of 1344.

Gross trading profits formed 27.6, 27.1 and 25.4 per cent of sales
in 1941 for the less than 20,000, the $20,000 to $50,000 and the $50,000
and over sales classifications and 27.6, 27.4 and 27.4 per cent of sales in
the corresponding sizes of business for 1944. The average rates of gross
trading profits were therefore unchanged from 1941 in the smallest store sizec,
up slightly in the middle, and higher by 2.0 percentage points in the largest
s8ize of business. These changes, of course, are interesting in the trends
they suggest but unfortunately the numbers of reports upon which the figures
are based are too smzll to establish firmly either the direction or extent
of the changes which all retzil shoe stores experienced between the two years.

Reflecting reductions in the ratios for each of the five c¢lassi-
fications of operating expenses between the two years, the three percentages
for total operating exprenses were each lower in 1944 than in 1941. During
the earlier year the averages for total operatirng expenses formed 15.5, 17.2
and 17.5 per cent of sales in the less than 20,000, the $20,000 to $50,000
and the 50,000 and over sales groupings aguinst corresponding averages of
11.9, 15.3 and 16.2 per cent of sales for 1944. These changes in fact amounted
to respective decreases of 5.6, 1.9 and 1.3 percentage points, or the rather
significant declines of about 23, 11 and 7 per cent from the average total
expense ratios recorded for 1341. By size of business, it may be noted, the
total expense ratios in each year becume higher as the sizes of stores in-
creased, a pattern also revealed in the total expense ratios shown in Table
1 for 1944 alone. -

Incorporating the results of changes in the ratios for gross trading
profits and total operating expenses, proprietor's net earnings before income
taxes and withdrawals were higher as percentuges of sales in 1344 than in 1941,
Thus moving from the smillest to the largest size of business, net euarnings
formed 12.1, 9.9 and 7.9 per cent of sules in the three sizes of stores for
1342 and 15.7; 12.1 and 11.2 per cent of sales in the later period. These
changes in turn represented increases of 3.6, 2.2 and 3.2 percentuge points
or relative gains of 30, 22 and 40 per cent over the corresponding ratios for
1941. By size of business, the net earnings ratios again followed the fumiliar
pattern and in both years were lower for the larger than the smaller sizes of
shoe stores.

Expressed in dollar figures, average proprietor's net earnings per
store for the three sizes of business were all much higher in the more rccent
year. For rented shoe stores in the less than $£0,000, the $20,000 to $50,000
and the 250,000 and over sales groupines, net earnings for 1341 amounted to
$1,599, £3,176 and $5,572 per store, respectively, and to $3,241, $5,872 and
$10,229 per store for 1944, These changes in fact represented gains over the
1941 averages of about 100 per cent in the smallest and of close to 85 per
cent in the two larger sizes of stores, increases which although due in some
degree to the gains in the rates of net earnings were principally caused by
the substantial expansions in sales which the reporting shoe stores had
experienced.

Among the several types of operating expenses, the percentages for
employees' salaries and wages were slightly lower in two and higher in one
of the classifications in 1944. Thus moving from the smallest to the largest
sizes of business the payroll ratios stood at 4.5, 7.1 and 8.4 per cent of



sales in 1941 and at the corresponding figures of 4.2, 7.6 and 8.2 per cent of
reported dollar volumes in 1944. This clear tendency to stability in the pay-
roll percentages indicates of course that the considerable expansions in sales
between the two yeurs were reflected in almost similar relative gains in ‘
dollar salary and wage costs, a situation which in turn suggests that at least
gome additions had been made to store selling staff during the wartime period.

Rentals formed 5.1, 4.1 and 3.7 per cent of sales in the three
groupings of shoe stores for 1341 and the lower corresponding figures of 3.3,
3.0 and 3.1 per cent of reported dollar volumes in 1944. These expenses in
dollars of course are generally fixed in nature and as percentages of total
sales naturally become smaller as the sales volumes increased. .Advertising
costs, a8 controllable expense, were also somewhat lower as percentages of sales
in the more recent period. For 1941 these averages stood at 0.6, 0.8 and 1.0
per cent of sales while for 1944 the lower ratios of 0.4, 0.6 and 0.8 per cent
of sales vere recorded. Depreciation allowances, on the other hand, are
‘comparatively fixed in nature throughout the useful life of the fixed assets
teing written off. It is therefore not surprising to find that the averages
for the three sizes of business decreased from 0.4, 0.4 and 0.3 per cent in 1941
to 0.3, 0.3 and 0.2 per cent of total sales in the later year.

Other operating expenses, the category which includes all remaining
costs of operation, likewise followed the general trend and recorded decreases
in the percentage averages between 1941 and 1944. Thus amounting to 4.9, 4.8
and 4.1 per cent of sules in the earlier period, the ratios in 1944 recorded the
lower averages of 3.7, 3.8 and 3.9 per cent of reported dollar volumes.
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Table l.--Family 5Shoe Stores - Operating Results for Stores Classified

According to 1944 Sales Size and Occupancy Basis, Canada, 1944.

AMOUNT OF ANNUAL SALES

Item Less than §10,000 $10,000 to $19,999
owned | Rented owned | Rented
GENERAL INFORMATION
1. Number of Stores Reporting ....... 14 23
e Tptal il o, &b .5, . ... =3 $90,181 $335,463
B ivernage ISales JRET | BLATE iv e oo bo o oino 6,442 14,585
Total Inventory Reported, SAMPLE SAVPIE
4, BECRRMINIAIET OF! YEAT 4 e oo seecs oheo 30,040 134,382
BIY PRI ERT £ diel e, ot ofe one s caspi TOO 36,576 TOO 139,276
6. AME RS PO Mel o hoooueoor. .- 2 33,308 136,829
Average Inventory Per Store, SMALL SMALL
% VSR Bl OB Y YT e e e R R B 21,618 6,055
Soucoal IaisiFocds Mol oL\l o b ek o o e d 63,217 241,198
9. Stock Turnover (times per year) .. 1.9 1, 8

10.

11,
12.
13.
14.
15,

16.

W7o

18,

Gross Tradimg “rofit ...

Operating Expenses:
Employees' Salaries and Wages ..
et .45 . .
RAVETLRSING o o's 0o
PENTREGRAEHON . s « o fioc ~ea 0o s
Other Operating Expenses ,......

ooooooooooooooo ®*0 000

nnnnnnnnnnn °

Total Operating Expenses

Proprietor's Net Earnings Before
Income Taxes and dithdrawals ...

Average Proprietor's Net Earn-
sl BRI MO TO} ope-ssisias's o e oidsiecaa

PRCFIT AND LOSS DATA
(Items Expressed As Percentages of Sales)

29,9 28.1
2.1 3.8
SAMPIE 4.3 SAMPIE 3.5
002 O.4
T00 0.5 T00 0.5
S 1 4.9

SMALL SMALL
12,2 13.1
12.7 15.0
$1,141 $2,190
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Table l.--Family Shoe Stores - Operating Results for Stores Classified
According to 1944 Sales Size and Occupancy Basis, Cunada, 1344(Comt.)

AMOUNT CF ANNUAL SALES

320,000 to 329,999 $30,000 to 349,999 $50,000 and Over
cwned | Rented Oowned | Rented owned | Rented
GENERAL INFORMATION

32 a1 45 O
$783,619 $1.264,865 $3,662,231 | 2.
24,488 40,802 81,383 | 3,

SAMPLE SAMP1E SAMPLIE
210,373 312,488 787,108 | 4.
T00O 222,548 TOO 301,980 TOO 777,449 5.
216,461 307,234 782,289 | .

SMALL SMALL SMALL
6,955 9,741 17,277 { 7.
572,042 922,087 2,625,820 8
2e6 3.0 3.4 9.

PROFIT AND LOS5 DATA
(Items Expressed As Percentages of Sales)

2750 AL S8k 10.
963 6.8 852 il.,
SAVPLE L3 SAMPLIE 3.3 SAMPLE 24'8 12,
0.5 006 O‘g 13.
TOO Ok TOO (0], .7 T0O 0.3 14.
S8 4.0 3.9 15.

SMALL SMALL SMALL
3E2 14,9 16,1 Jib5
138 18 ¥ 128 17
3,374 $4,991 §9,979 | 18,
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Table 2,~-Family Shoe Stores - Operating Results for 3tores Classified

According to 1J41 Sales 3ize and Occupancy Basis, Canada, 1341 and 1744

R
AMOUNT OF ANNUAL SALES
Item Less than $20,000
1 9-4.1 19 4 4
Owned | Rented owned |  Rented
GENERAL INFORMATION
1. Number of Stores Reporting .ceccoceo 30 30
2 mOrchelle ST LSRR - o5 S0 oot $394,663 $620,472
3. Average Sales Per 3tore cc.ceccccoo 13,155 26,082
Total Inventory Reported, SAMPLE SAVPLE
4. BEZBIREF oIl | YOAT ' clors ol b.o owo-0 o.e0/0 176,745 178,839
0., | ENdRoff YOAr ‘Siicceconcspossoscons TOO 183,453 T0O 189,365
6. Average for Year ccsosccecvccsos 180,099 184,102
Average Inventory Per Store, WALL SMALL
7o End of Year ccoccccoeoonococosocos 6,115 6,312
8, Cost of Goods S0ld ccoc0esvoesovcon 285,736 449,222
9. Stock Turnover (times per year) .. e 2.4
PROFIT AND LOSS DATA
(Items Expressed As Percentages of Sales)
10, Gross Trading Frofit cccscccecocsss - 26 27.6
Operating Expenses:
11, Employees' Salaries and Wages .. 4.5 4.2
12. RENY Cooooessensssocessaseasossso SAVPIE 6p)l SAMPLE 3.3
13. AGMECEI SN 5 Grs sio7d"i01c 05,07 ¢ 10 ojorcio 0.6 0.4
14. DERE A BAGIIN ok 610 5101976 ool v:&a o0 oo TOO 0.4 TOO 0ed
15. oOther Operating Expenses ccocoos 4.9 St
SMALL SMALL
16, Total Operating EXpenses .ccccoocos 19569 11.9
17. Proprietor*s Net Earnings Before
Income Taxes and Withdrawals ... 1AL 15,7
18. Average Proprietor's Net Earn-
ingh Fer.Store c.vescsceesosscns $1,599 £3,241
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Table 2,--Family Shoe 3tores - Operating Results for Stores Classified

According to 1941 Sales Size and Occupancy Basis, Canadu, 1941 and 1944 (Cont.)

AMOUNT OF ANNUAL SALES

320,000 to $49,999

$50,000 and Over

10 41 19044 1941 MY ¢
Owned | Rented Owned | Rented Owned | Rented Owned | Rented
CENERAL INFCRMATION

41 4] 20 21 e
$1,316,447 $1,981,665 k1,466,258 B1,915,514 | 2.
32,108 48,333 69,822 s 205 1 Sk

SAVPLE SAMPLE SAVPLE SAMPLE
414,301 466,616 462,636 400,874 | 4.
TCO 471,327 T0O 448,595 | TOO 524,898 | TOO 415,303 | 5.
442,814 457,606 493,767 408,089 | 6.

SNALL SMALL SNALL SMALL
11,496 10,941 - 24,995 19,776 7.
959,690 1,438,689 1,093,828 1,390,663 =5
2.2 Bl 200, 3.4 i

PROFIT AND L0335 DATA
(Items Expressed As Percentages of Sales)

24 L 27.4 20.4 27.4 |10,
7 9l 7.6 8.4 Ble.a N{Eee
SAMPLE 4.1 SAMPLE 3.0 | SAMPLE 3.7 |SAMPLE 3.1 112
0.8 0.6 130 0.8 |13,
TOO 0.4 TOO 0.3 | ToOO 0.3 | ToO Q.2 (N8
4.8 3:8 4.1 3.9 |18,

SMALL SMALL SMALL SMALL
L7 42 15.3 /o) 16.2 |16,
9.9 e gl 729 TR | Pl A
$3,176 45,872 85,572 $10,229 | 18,
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