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LZOREWORD

For some time the Bureau hes recognized the practical velue of published
irformation on average operating results, thut is, on average rutes of expenses and
profits, etc., in the principal retail trudes. Indeed the first studies of this
nature were made for the year iYSE, and since then an increasing demand for such
irformation Las been experienced by this Bureau., It is in response to this demand
tnat tiue pissant 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 deuls with many of the
significant factors which eventually determine their success or failure., Such infor-
mation therefore represents the results which many retailers have obtained in meeting
thie problems that are common to their particuler kird of business. Stutistics of
this nature, moreover, have the practical value of enabling individual merchants to
compure their own rutes 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 retail store munagements may well be of some importance in peacetime
as Canadian retailers under more competitive conditions endeavour to distribute the
products of an expanded industrial economy. These considerations arnd nessibilities
have been set forth under the heading "Importance of Information ou Opvreting Results
in Retail Trade" commencing on page £ of these reports. A separetc daiscussion
beginning on page 8 under the topic "How the Retailer Can Use Information on Cpersating
Results" has zlso been included as a possible guide to retailers using the bulletins.

It must be emphasized here, however, that the stetistics presented in
these reports are sub ject to important limitations 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 comparetively small
sanple numbers of such firms. These samples, of course, should be large enough to
permit the different influences affecting operating results to average thLemselves
out an¢ thus present the more typical operating experiences of stores in the different
size ana occupuncy classifications of stores. For meny kirds of stores, untfortunately,
the number of usable returns when distributed between these clussifications may be
too snall to permit any srceial or erratic conditions completely to iron or cancel
themselves out. These aipeccts of the reports are diBcussed more fully under the
heading "Limitations to Information on QOperating Retults™ on puge 6 of tkhe bulletins,
and to some extent uncer "How the Retailer Can Use Information on Operating Results"
on page €, to both of which the reader is referred. It should therefore be noted
that the present stuaies sare tentative in nuture and must await the results of sub-
sequent surveys for conclusive evidence as to the validity of meny 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 opersting experiences of the retail trades undcer review. The
bulletins have been prepared in the Nerchandising and Services Branch of the Bureau,
of which Nr. A.C. Steedmsn, B.A., is Chief, by Mr. A.M. Chipman, M.B.A.,
Statisticien in the Branch. ‘The suggestions of those obtaining and using these
reports will be most welcome to the end that better and more useful studies can be
made in future,

Ntobao X Raced atl.

H, Marshall,
Dominion Statistician.



,J,

"
-

i

4 i
.1'r'

'I__I-,', 2.5 ||_"l

i - . | .
| m-wiAze i priZEpNEl II- - oy, | Il T | ¥
i ' | TTHER- o 1 ,.'.M-p nT’...r. b 1 LF' Rl ..n'! ::u_l"-::-. ol 1K *I.Lrtﬂ-.p
< (1 " m“ ALY Fagh! M | SR | T .
r : ‘1'-' 1“- "- |_| | 1, 'l‘nl“ . "_;J.. 4,. .

ah .

11 & & a8 &, 'i_{ L_-" . ‘F _“ _-—.h_- ! l A ﬂ ‘
o TRk Th wf"“v 3 L Lot R
. i i 1 L -

. i 1 'ir""‘|:'|h .'ﬂl". I';- - | ‘II;. el lh || c _II

T1 o i L& Bl & o=y ri_'."'."l..,.j i RIS TS _' ﬂla AP \.ul"‘##}l ﬂ'!!
BRI AR Y -nfrF > ) .,-;'-. W, sl Jd 1AW :-J'rm;,J-ll,
e AR e [N g S A ] - T, e ]

I ] p- i1 Taee T - *4.! j|=" i—"“l / [ ]
‘1| I| [ o td {= TRV 20 r_‘..-u‘.: : . a0 HI " F
y I‘ HE AR I % LY TR A o *-1 L‘I‘I "Lﬂl
' "

L]

i
LY

id-'-ﬂ
Snrnm ek s l'_'u.. Vil |-. 1 4 {.‘1 -:-#u. :
4 T hgas i u} ]. I_Ima'hd't!
R 1 s Sof PRt (R = [" Pl 4 ﬂ-k SREEEYE T
I : e | . . .-r'T.\ L |-.-..,'..L-.u =

-':‘ ¥ L LFe . "E‘f v ] Fs v I = 'I-l 1' 1.‘ e .- = I
r
&

ol = s L “F i3 emtia % Vo -7 = s g Sy = Iuilll
LT e 4 e FiSed infns Nl -i”l | ] N R S e '-'-:":'-. -g_j'l‘
=2 v = = = *:F'ml s =N Uil P (s S el pa | IRl #er :-||;|

NP v ih i p TERILYE =17 coh | T AR TR | T g o S T IRV R S AT W LIRS

& 4 .1 . : 1 BAC s
o #l y y &l 1 | r il gl '® ¥ I

I s i3 - ! -J. - .
N L R by '._-" Br =0t e e
‘ 4 o i .r_l-l e ] T il i:".
. 1_ ¥ Sl o Fg e - ...rl"[lmnf
n s i ades ot TR et 144 hita "Jﬂid—
Ja==7 il T P AL '
|1..|' b= I .II.P: 'JulL-F-'--.l. | T I -.u{'

l . ' ke B acni ) T e | L

I e e L; - e = J"-.qw--‘

1) = _] ‘l 4..-_.”‘! !Ili it d Lk i d _r....-,rr'.-....

et P & '|-|—|:- P Rt

i ", T e i g E"”J - W J'M.*a
s T e LIRS ~ A L= Y 3 . f

| by T or-ule e il irka

J s oIy ol

r:t‘__‘!. -
; R Lo TR
A PR L A
: 1 1 5 '
i Wl (sleTh =
11 | LT
e baal @ F'l'.-i._-‘:. [
i "iHI‘...-r__.__
1 L=
4
31
,l'..a.
p 1) 1
S = 1 pag |




bahgl

TABLE OF CONTENTS

Bart- T - BERETaLl " SECTAON T 515 ive o s Bickeisror Nl = o Zhs s eRshele ReRerst e Sk ortts Ao i oforals

Information Contaize:s in Reports on Petail
Operating RESULLS . eiccececacescrecctecsssssovssessana

Importance of Information on Cperating Results in
metadill Trade - . suad B8 S 08, 5 def et L oo g Sadeg fells O NS .

Metnods of Making SBurvey apnd of Compiling

IiCSUltS CRC I AR A P R A I R AR I A S Y B A A R O SO BN B B BN 4

Limitations to Information on Operating

Y{esults l".."..".‘."....-.'....‘......‘..'....I‘I..
Ilow the Retailer Can Use Information on QOperating
Results LR I SRR I I I L I I B L I R B L B B D L L
Part II - Country General 3Stores:
Prends by Size of  BUSIineSsy T 1B4da st orle oo rgpslls s o ¢ @ oo o siois

Operatine Results of Continuing Stores in 1941
1L DA RN AR el SIS . Fo . ISV IRy . o ol ehalate BR. 18 loke (Shoke o oife.

Table 1,-Operating Results for Stores Classified
According to 1944 Sales Size and Occupuncy Basis,
canudﬂ, 1944 L B B I R I IR I B I I S B R IR I B N N )

Table 2.-Operating Results for Stores Classified
According to 1941 Sales 5ize and Occupancy Basis,
Canuga, 1TE4] aNETIEENE] e Tl R ele oL 1" o fohSWor SIS = Shinke “s1s opskois
Part III - neneral lierchandise and Dry foods Stores:
Trends! by 5ize "of Businessn G A@NEL= .1y o o ortlersle sie oo ols oiuxs
Statistical Table - Operuting Results for Stores

Clagsified According to 1944 Sales 3ize and
Qccupancey’ Basis pedanaida.,  LEEARS 1 38 faa. o Saclede s sy o

]

16

20

26

34



\HH ”l”' L’L} -

tng a2 :.‘i ot I
il o A '|Ip ::'}I’Lljiitip, 3
.. ‘ el J‘l?.nluw: fr

‘—'li Hﬁ-”- —’ L.

5 ér’: 1 .; g4 ', - ';"“I"":f_ hid I\jkr
----- IIII,W hh:rl-i‘* Il_ "_'""1'”111'"{“ Mi"l;-‘ ,.'_

. rL 2 ‘L‘:-
' r'-rd:_lr**J::--.uu:.-.J.:
: I

. (l*r =10 fu-- - *||‘Fi "'"_'I'I;"-"'T *-‘
! “5 E liﬂ"ﬁt«ﬂ ‘-I..l.""'l ':Ir"'_ :* 1 3

b od ‘l|| ilt;p .h

-*Jtllm-f'»
tl - -I'_
Ff'l] f--I'

F.__, £ s .
r""' ? o'

1"".;'1

e W oAl d s

|F|'+.--I ..';ﬁ.;l‘-r?‘_;"__‘_‘.ljl l- 8 ;
L I Pl o Y I

sl e oA

..h-J_|| 1
o i g |I-I “ry
|'I‘|_|

it
) g
-,

S |,$||

Il_"




Published by Authority of thu VON. JAMES A, MacKIINOM, K.P.

Minister of Trade and Commerce

TEP ARTMENT OF TRADE AND COMLBRCE
NOMINICH BUREAT OF STATISTICS
MERCHANDISING AND SERVICLES BRANCH
CTTAYA -- CANADA

Uominion Statistician: Herbert Marshall, B.A., 3.8,
{hief, Merchandising and Services Branch: A. C, S8teedman, B.A.
Statistician; A. M. Chipman, W.B.A.

- - ——

3eries, 1944
WO 12 16 - 7050

OPERATING RESULTS OF INNKFENIENT RETAIL STORES, 1344.

PART I - CENERAL SECTION

This report is one of a series presenting average operating results in
selected branches of retail trade for 1944 and, where possible, for both 1941 and
1944. The first series of such studies was made by the Bureau for the year 1968
and presented somewhat similar information on average operating expernsces and
profits agsinst which individual firms counld compare their own results. Since
that time requests have Leen received on an expanding scale for corresponding
types of reports, a fuct which indicates the growing intercst of merchants and
others in information on costs in retail trade. It is in response to this demand
that these reports are now heing issued.

The basic information for such studies was obtained primarily for the
purpose of improvin;; the Pureau's estimates of the country's National Incone which
oririnated in unincorporated and independent retail stores. GSuch establishments
predominate to a marked extent in retail trade, comprising 90 per cent of all
137,331 stores emumerated in the 1741 Census, accounting for 55 per cent of total
sales of 53,440,901,700, uand providing a livelihood for nearly 132,000 proprietors
and partners. The net carnings of these proprietors and partners tius represent
an important contribution to the National Inconme totals. Aggregate figures on
thesc net carnings, however, arc not readily availiable to tne Bureau from other
sources and ior this reason it was decided early in 1945 to obtain the required
inforuation by a direct survey of sample groups of retuil stores.

Accuratc and comprehensive figures on the lational Income are now
recarded as one of the best measures of the purchasing power and economic activity
of the country. These statistics, consequently, are hishly importunt as aids to
both overnments and business in the determination of their plans and policles, and
varticularly so in relation to the problem of maintaining high levels of erployment
within the country. Periodic surveys of retail trade will therefore be made to
obtain the information necessary to estimute accurately the total net earnings of
unincorporutcd retail stores for inclusion in the National Income statistics.

In carryine out this task it is hoped that information on average
operating results will be made availuble to reteilers in even greater detuil than
has been found possible in the recent survey. Thus, the co-operution of retailers
in supplying information on their own orerating experiences has two beneficial

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

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

surveys provides them with yardsticks of performance against which they can compare
their -own financial results.

The figures which co-operating retuilers supply to the Bureau on their
costs, expenses and profits are quite obviously hichly confidential in nature. They
aic #frictly 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 congists
primarily of the financial results which the different kinds of co~-operating stores
cbtuined in the year under review. The information consequently covers such
individual items as net sales, purchases of merchandise for resale and beginning
and ending merchandise inventories, cost of goods sold, gross tradirng profits after
costs of merchandise gold have been deducted from sules, the several categories
of operating expenses incurred during the period and finally the net earnings
available to proprictors after all costs und expenses have been subtracted from
sales. In other words, the infommation here under study consists of the more
important finaneial items usually found in the typical retail Profit snd Loss
Statement.

There are of course many general factors which commonly affect the
fincncial results of retail storcs. Three of the more importunt of these consist
of the kind of business, that is whether the store is a grocery, an apparel, 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 withe
in the kind of business cutegories into groups according to the amount of sales
made. These groups were again divided by method of occupancy into "owned" and
"ronted" categories. The figurcs were then compiled for each of the individual
groups and reduced to the form shovm in the tables of this report. Thus gross
trading profits, the geveral expense itoms and proprietors' net earnings before
income taxes und withdrawals appear as percentages of sales while 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 the operating results which the
different groups of unincorporated stores actually obtuined. As such, these
averages are at least indicators of rates of gross trading profits, of expenses
and net earnings which similar stores muy 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 increase still further the practical importance of this type of infor-
mation.
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Many of these uses arise from economic 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 tuirn tended
to reduce the intensity of competition between stores in the same kind of business,
as well as competition for the consumer's dollar between stores handling different
kinds of goods. The resulting curtailment of price competition between retailers,
the extension of price control which in general tended to stabilize buying and
selling price relationships for retailers, and a diminished need for mark downs end
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 discussion, can be broken down into two prhases. 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 their own businesses. During the early pert of this phase, the supplies
of many kinds of comsumer 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 output will be able to build up normal stocks of
merchandise at different levels in the manufacturing and distributive processes, 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,
greater pressures may be exerted on retailers' gross trading profit margins than
before. This condition will probably result from a combination of influences in-
cluding the increased quantities 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 morse extensively than in the war and
trangition 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, automobiles and related products, electrical eppliances, etec., and
from more intense competition between different types and kinds of retail outlets,
These lowered seles volumes will then tend to increase percentage rates of expense,
many of which will be forced upward by greater dollar expenditures for advertising,
for store renovetion, 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 normal
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 retuil 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 enabdble
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 snable 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 sarnings 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 requests are now received by the Bureau for information on sales and
earnings possibilities in different trades and localities, on trade practices,
capital requirements, etc. Provision of figures on operating costs thus widens the
rield of service the Bureau can provide, a service particularly timely when so many
are arzpruni’ yur 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 efficiency 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 earmings
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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wastage 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 enable accurate overall estimates of their net earnings in 1941 and 1944 to be
muzde 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-
hénsive 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 random, 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 other 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
preparation 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
National 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 achedules 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 business,
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 detailed 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 retuil trades were then prepared. Here the results appear in five size-of-
business groups for "owned" and for "rented” stores having 1944 sales volumes of
less than $10,000, between $10,000 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 ome of these types of occupaney. ]

Where possible tables were also prepared to present comparative and
average figures on the results which identical groups of stores obtained in 1941 and
1344. Individual returns were therefore classified before tabulation into three aize-
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
retuil trades due to the limited numbers of reports giving information for both
years. In other cases, comparative results for 1941 and 1944 are presented by size-
of-business groups for only "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 pructical value,
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A glance at the tables appearing in this report will reveul yuilckly the
items for which statistics are given in the various size-of-business and occupancy
columns, These are grouped into two sections, one designated us the "Gencral
Information” and the other as the "Profit and Loss Data'" section.

The "Gererusl Information® sectlon, as its nume implies, consists of
statistics useful as backesround material for interpretins the percentages shown in
the following division of the tables. Nine individual items are here shown, con-
sisting of figures on number of stores reporting, sules, inventories, cost of oofs
sold, and stock turnover in times per year. Apuart from "Averuge Sules Ier Store",
miverage Inventory Per Store, End of Year", and "Stock Turnover (times per year)",
the fizures appearinsz in this section are the dellar totals of the amounts shown in
the individual reports of the co-operating stores.

Ttens ineluded in the "Profit and Loss Data" section cousist of "Gross
Pradins Profit", "Employees® Sularies und wacses", "Rent", "Advertising", "Depreciation®,
"Other Creruztingz Expenses", "Total Cperatins Expenses", "Proprietor's let Earnings
Before Income Taxes and Jithdrawals", and “Averuge I’roprictor's Net Earnings Per
StoreY, Dollar figures for all cf the above items with the exception of "Average
Yroprietor's Net Earnings Fer 3tore" were of course compiled by sales-size and
occupancy categeries and were then expressed us percentages of the total sales
reported by those sroups of stores. In this way the percentages becorme averages for
the several cluasscs of unincorporated retail stores.

The explanations for the above terms arc set forth later in this report
under the sub-heading entitled "How The Retailer Can Use Inforration on Operating
Costa", It can be noted here, however, that both the percentages and the dellar
figures for proprietor's net earnings are weighted by the ineclusion of two different
clements, (Cne of these comprises the proprietor's remuneration for managing the
business -- an anount which would in fact have been charged as an expense against
the gtore if the business hyd been incorporated or had been oporated as a unit of a
retall chain system -- while the sccond consists of the smaller and residual net
profit element which compensates for capital invested and risked und for unusual
merchandising abilities brought into play. uite obviously the firures shown for
net earninss considerably overstute the proprietor's 'net profits* because they also
include the allowance for proprictor's managerial services. .Juestions were
consequently included in the schedule to permit objective allowances to be made for
these services but insufficient information was obtained to enable the two elements
in proprietor's net returns to be separalely presented. The finul item on average
net earnin;;s per store is therefore shown in dollar figures in the tubles, partly as
an offset to the relatively high net earnings percentages reveuled by the revious
series and partly to enable the reader to make 2is own allowances for the two
principal elements the net earnings fisures contain,

Limitations to Information on Qperating Results.

Many retailers may quite probably use the averages contained in the tables
of this series of reports gs information against which their own results can be
compared and anulyzed, Others may usc the statistics in a broader way as indicators
of distribution costs in the various retail trades. Both Uses are of course guite
proper but the intornation will serve these uses best when the limitations inherent
in the risures are fully zppreclated.

In the Tirst instence it is iwmportant to note that the figures are based
only on the results of unincorporated retail stores. The averuses thereflore do not
reflect the results obtuined by stores operating under the incorpoerated 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 proprisestor's net earnings before inconc taxes and
withdrawals, on the other hand, are not comparable without adjustments with similar
percentage figures for individual incorporated stores because allowances for pro-
ysrietors! 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-size
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, howecver, will indicate that the number
of usable reports included in the varicus salecs-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-ocut' 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 stores 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 miny 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. When no values were shown for the first two types of expenses,
the practice wes to accept the report 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 deprecistion and no irdicetion was given that any
Lad been tuken, the schedule wee cxumined to see if the size of business justified
further attention. If so, the firm was cither corresponded with or un estimate

was nude for this item. In all cases, of course, the expense ratioc represent the
totul dollar expense figures for each item in eack indaividusl classification
expressed as percentages of the totul sules reported by stores in that category.

ilLic expense pcrcentages for these three items nay therefore be slightly less thun
they would have been if only the seles of stores reporting full expense figures ixid
been used.

How_ the Retailer Cun Use Information on Uperating results

lention 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 ecomomic fectors, it was suggested, mey in~
clude a greater pressure of availeble supplies c. retail and consumer narkets, a
relatively smaller unstimulated demand for those conmouities, & greater competition
in reteiling associsted quite probably with freer anc often somewhat 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 percentsges. Such factors raise the cuestion of how individual merchants
cen best utilize information on average operating recults as a rmanagement tool in
meeting their problems of transition and ad justmernt to chenging economic conditions.

Use of opcrating cost averages in this way depends essentially upon
comparing results of individual stores with those obtained by similer stores in the
sane kind of business. The retailers therefore should first determine from the
tables the size of business and occupancy categories most similar to his own store.
This mey be done by compuring his own seles for the period with the sales-size
brackets of the tables to determine his size categery und by selecting the occupuncy
basis coineiding with that of his own business. He should next reduce his own
firancial items such as his stock turnover, his gross trading profits and his
several expense categories to conform with those appearing in the tubles and express
these figures in ratio form == for tke niost pert as percentages of his own total
net sales and receipts from services performed. Ue is then in & position to compare
directly his own results with those whick other more or less similer Cunsaian stores
obtained in tie same periods

"Number of Stores reporting', the Cirst item in the tebles is also the
first item to which the merchant should direct his attention. This figure, indi-
cating the number of reports upon which the following percentages are bused, is a
good overall indicutor of how typicael those ratios may be of the entire class of
stores they are presumea tO represent. Such percentages, it will be recalled, become
more accuraste as overall measures of their class &s the nunbers ol stores in the
sample increases. Consequently the aversges for pzrticulcr categories where the
nwiber of reports is small should be compared vith otler brackets for cornsistency
before those everages are applied ageinst the results of the individual store.

niverage Sales Per Store" is a useful comparative figure beccause it gives
the reteailer an idea of tie size of the 'average' store in esch 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 meke the necessary allowances therefor when compering figures for stock
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turnover and percentages for the various cperating expenses and net earnings with
his own results.

"Total Inventory Reported"™ as a section 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 merchaents 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 chances in their own inventory levels to indicate how their own
experiences conform with the trend for the group.

"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
stocks at that date. Admittedly these figures have been influenced by wartime con-
ditions which have affected the guantities on hand, the commodity composition of the
stocks and the cost prices on which the inventory valuations rest. Moreover, the
value of inventories or hand at the end of the year is 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 & 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
total beginning and endinsz inventories at cost values into the "Cost of Goods Soldn.
The lautter item itself is a computed one, being determined by adding beginning
merchandise irventories 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 returns, allowances and ¢ash 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 stores. 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
ref'lect year—-end valuations when stocks are frequently at their lowest. This does
not impair the value of conclusions based on comparisons because the turnover
rigures for the individual store and sample group of stores are similarly affected.

Having computed his stock turnover in the above manner, the retailer may
find the firsure for his store somewhat lower than the average for the comparable
sroup of retaill establishments. The immediate explanation for this variation of
course is thut the merchant seemingly used a larger average inventory to obdbtain
his sales volume than the sample of similarly-sized stores used to obtain theirs.
The merchant'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 end 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 e direét 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 walle his beginning stocks were more closely in line, could have been
caused by several factors. Thus receipts of merchandise just before his financial
yeus 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
retallers, 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 some 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 discounts, 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 considerable
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 mgrehand ise, 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,
allowances 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 Frofit" 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: A8 such,
it can be considered in two ways, that is, the total amount of gross trading profits
realized during the period and also the percentuage 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 percentapges therefore represent
the overall maintained mark up on sales which, on average, was obtained by the
reporting stores. Such ratios can also bs 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
gales, 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 goeds 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 teen 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. Having done this, the retailer may find his own gross profit percentage,
for instunce, 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 ¢lear excessive stccks 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.

FPactors relating to purchasing for resale likewise could have had a down-
ward influence on the gross profit pertirtage. Miscalculations in estimating the
demand for certain lines of merchandise, for instance, could have been the original
reason for some of the clearance mark downs just deseribed. 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. Failure to take the full benefit of eash discounts e8l@® tends to
reduce the gross trading profit percentage. Such discounts, clithoupgh representing
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a worth while addition to the income of the business, will usually not of themselves
cause any considerable change in the gross profit percentage.

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 csuse a larpger 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 down in value due to lower cost prices or to depreciation in the guul ity
of the merchandise, will also lead to the same result. Stock shortages, too, will
have a similar effect. Here the retailer should perhaps compare his gross 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 a3 part
payment for services rendered, will likewiBse depress the gross profit percentagse if
such amounts have not beem included jn sales at full retail values. In cases where
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 whemn expressed as a percentage of
his totsl sales than the average obtaipned 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 class. 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 types of services provided by the retailer to his customers might also
be an explanation. Some of these extended on a non-charge basis, such as free
delivery, the provision of credit, the making of adjustments and alterations, etec.,
could have increased the routine work of the store sufficiently to require
additional help. Certain other services performed on a charge basis, such asg
repairs, etc., could also increase staff requirements, even though profitable
revenues were obtained.

Certain pecullarities 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 size-of-business groups of stores.
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"Rent", when expressed as a percentage of the retailer's total suales may
also appear higher than the average for comparable stores. Some allowance, though,
should be made for such differences, particularly when merchants who are comparing
their results are situated in the lurger 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 thun 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,

W#hen 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 a8
the comparable stores obtained. 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. 1In other cases,
the merchant may be renting more thun the space required for his store and yet be
charging the full rent to the store business. [lere the comparison may not be as
adverse as it seems when the proportionate smount of rent.is charged against the store.

nAdvertising", shown in the tables as average percentages of sales, ia
based on the sales of anll stores in the several categories even though some stores
may not have incurred any advertising expenses. This clearly would reduce the
averaze 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
number 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
perhaps he found it necessary to advertise heavily as a defensive measure against
especially severe competition which may have featured his trading locality. There
is also 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 fiied 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. {uite 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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rfor consideration: on cost of building, a maximum of 5 per cent 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 centg
and on machinery, of 10 per cent per year.

In comparing his own depreciation expense percentage with those shown in
the tables, the retailer 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 stM 1 appears high it is very likely due to certain factors peculiar to his
own business. Thus hils fixed assets may be more elaborate; their original coat 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 tiie rute of allowing for it can only vary on a sound basis between
fairly marrow lisitg

"Qther Operating Expenses", comprise all legitimate expenses still
remnining. and include heat, light and power, store supplies, taxes other than in-
come taxes, business insurance, losses on bad debts, repairs and maintenance,
interest 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 en allowanoe
for a reasonable difference between the two expense percentages because of the
varying experiences of stores reporting their "all other operating expenses”, 1If
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
totsl sales, is of course merely the sum of the individusl expense percentages
previously diascussed. 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 comparable
group of stores. These differences could quite possibly cancel each other out to
leave the retailer's total expense ratio closely approaching the average for the
category egainst 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
activitiea. In percentage form it is the measure of the merchant's success in
keeping his gross trading profit and his total operating expenses sufficiently far
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 must
be due to either one - or both - of two factors: i.e., a lower-than-average gross
trading profit percentace, or & higher-than-average total operating expemnse retio,
the possible causes of which have already been commented upon.

nAverage 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 total net salea, this item will frequently
appear large. This is because it contains two dissimilar and unmeasured elements,
one being the remuneration usually thought of as the proprietor's real salary for

e
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managing the business, the other consisting of the net trading profits which are
in turn made up of a legitimate reward for exceptional merchundising abilities and
& return on capital invested - and risked - in the enterprise. Allowances mst
therefore 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 Bection, it will be noted, has dealt with three phases
of the problem of "How The Retailer 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 opereting factors 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 reason, therefore, no attempt was made to analyze the reasons for higher-than-
average crerating results.

Finally, it will be observed that no recommendations were made for the
correction of adverse conditions. Frequently such conditions, such as particularly
severe competition, 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 11 - COUNTRY TEINERAL STORES

Trends by S5ize of Business, 1944

Sountry seneral stores as defined in the Census are locuted in
places of less than 2,000 pcpulation and carry a general line of merchandise.
Tood products are sold in important quantities but if their sule umounts to
as much as 20 per cent of the total business the store is considered tc be o
grocery rather than 2 country general store. len's and women's apparel, Jdry
goodg, shoes, hurdware nroducts and tobacco products are other important types
of commodities which are hiendled by this truade.

An analysis of the moods carried by the couniry reneral stores
reporting their sales by types of products in the 1941 Census of Merchzndising
well illustrates the nultitude of individuzl products they usually carry.

Food items bulked heaviest with 43 per cent of total sales, but men's and
women's clothing together formed 12 per cent; dry poods, 4 per cent; footwear,
5 per cent; hardware 5 per cent, znd tobacco products, 4 per cent of sales.
Cther products handled in fairly important zunounts consigted of such lines as
hay, straw, grain and feed at nearly 6 per cent of sales; gusoline, lubricating
0ils and sreases at 4 per cent; houschold supplies at 3 per cent; building
materials, ond peints, varnishes und pgluss at nearly 2 per cent for each, and
drugzs, drug sundries, toilet articles and preparations at 2 per cent. The
remaining £ per cent of total sales was mude up of a great diversity of items
ircluding farm and garden equipment und supplies, automobile parts and
accessories, fuel, furniture, house furnishings, and miscellaneous merchundise.

These stores, it may be noted, play an important part in Canada's
systen of retanil distribution, In 1941, for instence, there were 11,317 courntry
general stores in Canuda making totul sales of $814,747,800 to consumers in
that year. In terms of enrloyment their contributions were equally noteworthy
for they provided gainful occupations for nearly 11,300 proprietors, and for
some 15,300 enployees who received a totzl of §3,309,000 in sularies and wares.

Turning now to the results of the recent survey of operating costs,
169 usable schedules for 1944 were received frou co-operating country general
stores. Thesc were sorted into five groupinss according to size of business
and each was further divided into owned and rented stores to produce ten sales
and occupency classes of stores. Here it was found that only 2, 3 and 5 reports
for rented establishments werce included in the less than $10,000, the $20,000
to #30,000 and in the 50,000 and over sizes of stores, numbers fur too small
to rermit averages to be shown, Table 1 thereforec presents statistics for
only seven of the ten sales and occupancy groupings where the samples ranged
between 15 and 29 reports to a clussification.

Stock turnover faster in bigger country general stores

Acecording to the figures presented in that table, the average rates
of stock turnover varied for the seven clusses of stores between 2.6 and 5.2
times in 1944. UNere, it iz cleurly apparent that the larger general stores
turned over their average inventories of nerciundise nore freguently than did
the smaller ones., OJuch a trend of course merely meuns that in progressing
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from the smaller to the larper sizes of stores, the averase sales per out-
let expanded much fuster than did the averare inventories. This relationship
is illustrated most clearly by the jump from a stock turncver of 2.6 times
Tfor owned stores in tiie less than $10,000 size to 4.4 times in the $10,000

to 20,000 size of business. Averapse sales here increased from $6,278 to
$15,706 per store or roughly by about 1350 per cent while averuge inventories
rose from 2,093 to $3,279 per outlet or by only 57 per cent. Thersafter

the stock turnover for owned outlets dropped slightly to 4.1 times in the
+:0000 to $30,000 store size to increase finally to 5.1 and 5.2 times in the
30,000 to §50,000 and the $50,000 znd over sizes of business.

These rates of stock turnover, it may be noted, ars considerably
iower than the corresponding averasces for grocery stores which ranged between
6.7 snd 13.4 times in the same year. On the other hand, the reporting country
zeneral stores obtained substantially higher rates of turnover than the averages
which the reportins men's, women's and family clothing stores experienced
during that period. In this respect, of course, the rates of turnover recorded
by general stores were influenced upward by their substantial trade in fast-
selling food products and downward by their sales of slower moving lines of
apparel and other roods.

Indicatine the substantial amounts of cupital invested in merchandise
stocks, the averase ending inventories of country general stores runsed between
52,093 and 915,011 per store at the close of 1344. These avercges expanded
corsistently as the businesses became lareer, a reflection of the greater
quantities of goods required to support the higher sales volumes. Inventory
levels, it will be observed, were uniformly larger ut the end of 1944 than at
its beginning, the overall increase for all five size classes of owned stores
amounting in fact to ubout 7 per cent over total inventories reported for the
begimning of the year. By size of business, howewvwer, the gains for owned
stores were quite irregular; moving from the smallest to the lurgest sales
groupings the averuge puing amounted to 5, 11, 4, 8 and 7 per cent over
beginning inventories,

Gross trading profits average between 15.8 and 16.9 per cent of sules

Averuage rutes of gross trading profit for the seven classes of
country (eneral stores varied between a low of 13.8 and a high of 16.9 per
cent of sales in 1944. For the five groupings of owned stores gross profits
were highest in the less than $10,000 sales size at 16.7 per cent of sales.
From that point, the ratio dropped sharrvly to 13.8 per cent for stores with
sales between $10,000 and $20,000 and then stabilized at 14.6, 14.2 and 14.4
per cent of sales for the threc larger sizes of stores. These rates of gross
profit, it is interesting to note, were relatively ¢ lose to those obtuined by
grocery outlets whose averages for nine sales and oceupancy groupings of stores
ranged in 1944 between 13,0 and 18.8 per cent of sales. This similarity
nrobably arose partly from the fairly high proportion of food products the
regorting general stores were handling and partly from the fact that many of
their other lines of merchundise being mainly staple types of merchandise were
also probably sold at relitively low rutes of gross profit.

Bigrer stores had the higher payroll ratios

Among the orerating expenses, the seven ratios for employees'
salaries and wages varied in 1344 between 1.4 and 4.5 per cent of sules. #ith
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but one exception, the five ratios for owned establishments werc higher for
the bigger stores, a natural trend because the proprietors of the larger
general stores probably aecounted personally for smaller shares of the
greater selling and indireet types of work. Thus beginning with the average
of 1.4 per cent in the 10,000 to 20,000 store size, the progression moved
upward to 2.1, 3.1, and finally to 4.5 per cent of sales in the largest

size of business. The considerable increase from 5.1 per cent in the
30,000 to £50,000 grouping to 4.5 per cent in the $50,000 and over sales
size rrobably reflects tihe sharp gain in store sales, for average sales in
the former cuategory amounted to $40,913 per outlet aguinst an average of
93,464 per unit in the lurgest size of business. The apparent exception
mentioned earlier occurred in the less than 10,000 store size where the
ratio stood at 2.0 per cent against 1.4 per cent in the next larger size.
This probably resulted from the presence of a number of erratic payroll
experiences in the smallest sales size which may have included several cases
where general stores were operating without active proprietors and hence
were incurring somewhat higher salary and wage costs.

Average percentages for rentals were shown for only two sizes of
business for 1944. These, amounting to 1.8 and 0.9 per cent of sales in the
$10,000 to $20,000 and $30,000 to $50,000 suales sizes exhibited the usual
pattern and decreased as the stores became larger. Advertising expenses
were low for all seven sales and occupancy classes of general stores in
1944, In oneé case the ratio was less than 0.l per cent of sales and hence
was too small to.report while,.in five. othens it,averaged only 0.1 and -in
the seventh it amounted to only 0.2 per cent of sales.

Depreciation percentages declined as stores Lecane larger

Depreciation allowances in dollar figures are of course relatively
firxed in nature because they are based upon the value of the physical assets
such as buildings, fixtures and equipment employed in the business. These
assets are generally used rore intensively as salcs increuse and hence in
percentase terms the allowances are spread more thinly over the larger volume
of sales., It is therefore not surprising to find that the averare ratios for
depreciation for the five classes of owned general stores were sonewhat lower
for the bigger establishments in 1344, the percentuges dropping from 1.1 per
cent in the less than 10,000 sales size to 0,4 per cent of sules for stores
with sales of 60,000 or over. By type of occupancy, the percentages for
depreciation are usually hicher for the owned stores. In the two cuses shown
in the table, however, the relationship is reversed, the averuges stunding
at 0.7 and 0.8 per cent for owned and rented stores in the $10,000 to 0,000,
and _at 0.5 and, 0.8 per cent of. sules in the $3505000. to 550,000 size of
business. These may result from the presence ol certuin errutic experiences
in the two groupings of stores but further studies are obviously required to
establish accurate conparisons between owned and rented general stores.

Other operating expenses include sucii costs of doing business as
supplies, communications, taxes other than income taxes, insurance, light,
heat and power, repairs, bad debt logses, interest on borrowed money and
sundry expenses. Some of these, such as supplies, communications, taxes,
insurance, etc., were commonly experienced and therefore were probably in-
cluded quite uniformly in the totals reported. Others, such as repairs,
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interest on borrowed money, etc., may not huave been encountered so zenerally
and probably were not so consistently included in the dollur totauls. With
only one exception, nevertieless, the percentuges were lower for the larger
sizes of country general stores than for the smaller ones in 1344. TFor

owned establishments the series started with the averuge of 4.8 per cent of
sales in the less than $10,000 sules size, dropped to 5.8 in the next, rose
rather sharply against the trend to 5.0 per cent in the §i20,000 to €30,000
sales grouping and then receded to 3.7 and 3.5 per cent in the two lurgest
sizes of business. In the cuse of the two averapes for rented stores, the
pattern is again apparent, the ratio dropping from 3.4 per cent in the $10,000
to 20,000, to 3.0 per cent for stores with sales between £30,000 and £50,000
in 1944. These percentuges, it will also be observed, were somewhat lower
than the averages of 5.8 and 3.7 per cent recorded by their owned counter-
parts in the same sizes of business a fact probably due to the higher content
of such occupancy costs as taxes, repairs, cte., in the other expenses of the
owned establishments.

Total expense ratios higher for the larger stores

Total operuting expenses, summurizing the trends in the expenses
Just described, varied for the seven sales und occupuncy classes of stores
between 6.0 and 9.4 per cent of sales in 1344. By size of business the
general trend was for the larger stores to have the higher rutes of total
expense, ulthough the upward movement was quite irresular in nature. Thus
moving from the smullest to the lurcest sizes of owned outlets, the ratio
dropped from 7.9 per cent in the smallest to 6.0 per cent in the §$10,000 to
%20,000 sales size, increased to 7.8 per cent in the next, then declined to
7.4 per cent in the 30,000 to $50,000 groupinz to rise finally to 8.5 per
cent for stores having sales of $560,000 or over. The sharp drop from 7.9
per cent in the smullest to 6.0 per cent in the next larger store size partly
reflected the unusual drop in the payroll ratios and partly the decline in
the ratios for other operating expenses, while the smull decline from 7.8 to
7.4 per cent between the {80,000 to $30,000 and the $350,000 to 56,000 sales
sizes wus caused mainly by the decrease in the averuge for other operating
expenses which more than offset the gsin in the payroll ratios. These
irregularities, however, wculd huve ironed themselves out into progressively
lareer percentuzes if the Tive sizes of business had been reduced to three
groupings for gtores having sales of less than 0,000, between $0,000 and
850,000 und over $50,000 in the year under review.

The larger stores had the lower net earnings ratios

Proprietor's net earnings before income tuxes and withdrawals in-
cluge gotis the rewards for the operator's services and kis returns in the
form of net trading profits. §o defined, net earnings us percentages of sales
were for the most part smaller in the larger sizes of stores. For cwned i
satublishments this wus due partly to the generally upward movenment in the
totul expense percentages and partly to the fact thut irregularities in the
size-of-business pattern for these rutios were offset by opposing variations
in the gross trading profit percentages. Thus net carnings dropped from €.8
per cent in the smallest sales size to 7.8 per cent in the $10,000: to 20,000
sales elass, fluttensd out at' the lower figure of 6.2 per cent in the two
larger groupings and receded finully to 5.9 per cent of sales for stores having
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sules of #50,000 or over. In the case of the two averages for rented
peneral stores a similar trend is apparent, the net earnings peirsgentaize
dropping from 9.1 per cent in the $10,000 to $20,000 store size to 6.4 per
cent in the 3$30,000 to $50,000 sales cutepory.

In spite of the downward trend in the ratios, howevep, the
dollar averapes for net earnings exparded steadily from the spalleér to Lie
larger sizes of general stores. Loving from the smullest to the largeat
sizes of owned establishments, the averages rose from 3550 per store in
the less than 10,000 sales grouning to £1,226, $1,682, £2£,790, and 5,508
per outlet in the four larger sizes of business, The sharp gain in dollar
net carnings between the two largest sales classes was due of course to
the pronounced gain in sales volumes, for averacse sules per store rose
from $40,913 in the $30,000 to 250,000 to $93,464 in the {50,000 and
over classzification,

Qperating Results of Continuing Stores in 1941 and 1944 Conpared

Only 89 out of the 169 usable schedules received from country
general stores co-opernting in the recent survey of operuting results
gave I'ipures for both 1941 and 1944. .hen these were sorted into the
three enlarped sales classifications and then broken down between owned
and rented establishments, however, only 3 schedules were included in the
$50,000 and over sales size for remnted stores. GStatistics are therefore
presented in Table 2 for only five of the six sales and occupancy classes
of stores. In three of these the samples are rather small with only 8,
1C and 11 reports forming the basis for the figures on operuting results.

It is important to note that for Table 2 the schedules were
assigned to their sales sizes for both 1941 and 1944 entirely on the busis
of the sales reported for 1941 regurdless of the dollar volumes they
obtained in the later year. For Table 1, on the other hand, the schedules
were ¢lassif ied into their sizes of business by the sules they guve for
1944, Resulting from this procedure, the averuges uappearing in Table 1
are not directly comparable with those given in Table 2 for the sume year.
This is because the schedules making up, for instance, the $50,000 and
over store size in Table 1 may, and probably do, differ somewhat from the
individual reports included in the same sales grouping for 1944 in Table
2. Nevertheless, the method used in sorting the schedules for the latter
table does permit the trends in operating results between the two years
to be deternined for identical znd continuing stores. These trends, how-
ever, are not necessarily accurate indicators of the average expericnces
of 1ll such stores becausc the samples are t0o siull to enable this pro-
jection. to Ue made,

Purning Rt tie stat ieitsinTelent el 'An et tatile, ¢ grance
at the salas teotals "is cufficient to indicate'tie marked incressed which
the continuing stores experienced between 1941 and 1944. These in fact
amounted to about 42, 46 and 68 per cent over 1941 levels for the less
than $20,000, the $20,000 to $50,000 and the $50,000 and over sales sizes
of owned stores, and to about €2 and 28 per cent for the two smallest
sizes of rented outlets. Ouech gains represented a total increase of 54
per cent for the owned gnd of 50 per cent for both owned and rented stores.
Against these must be set the increase of 353 per cent shown in the Bureau's
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indexes f'or a much larger sample of continuing general stores. It 1s
obvious, therefore, that quite a number of stores reporting in the recent
survey experienced sales gains considerably above many of those included in
the ureau's sample for monthly sales trends.

Inventory turnover was faster in 1944 than 1941

In view of the substantiul gains in sales, it is not surprising
to find that the reporting general stores turned over their average inventories
of merchandige at considerably fuster rates in the later year. This was
true of all five of the sales &nd occupancy clusses of stores. Thus for 1941
the five averages runged between £.4 and 3.6 times per year und for 1344
between the higher outside limits of 3.5 and 6.2 times per year. This up-
ward snift in rates of stock turnover, however, was puartly cuused by changes
in inventory positions. In the two smaller sizes of owned stores, uverage
inventories per store &t the end of 1944 were valued at 5 and 3 per cent
higher than at the close of 1341 while in the largzest a decrease of about 2
per cent was recorded. For rented establishments with sales of less thun
$20,000, the average ending inventory was almost 7 per cent hisher but in
the 0,000 to $50,000 sales cluss a decrease of about 29 per cent occurred.
The three increases were much smaller than the expansions in sales and like
the declines in the other two sizes contributed to faster turnovers of average
inventories in 1944. In summary, the five figures for averaze inventories
ranged between 53,943 and $16,089 per store in 1341 apgeinst outside limits
of £3,758 and #15,811 in the later period, and by size of business moved
steadily higher in both years as the stores becane larger.

sross profit ratios averagmed lower in 1344 for reporting stores

Gross trading profits as percentages of sales varied for the five
sales and occupancy classes of stores between 14.4 and 19.0 per cent of sales
in 1941 and between 14,7 and 19.2 per cent in 1344, The greatest changes
between the two years occurred in the $20,000 to $50,000 grouping tor rented
stores and in the less than 20,000 and the $50,000 and over sales sizes for
owned establishments where the ratios declined from 17.1 to 15.9 per cent,
from 17.2 to 16.1 and from 16.0 to 15.0 per cent, respectively. In the other
two categories, however, the average rates of pgross trading profits remained
virtually unchanged from their 1941 levels. These decreases are made all the
more pointed by the fact that the reporting grocery und combination grocery
and meat stores also experienced lower rates of gross profit in the nore
rccent year. Nevertheless it would regquire a considerably larger number of
reports to establish with finality the direction and extent of the trends
here indicated,

Declines featured all of the five sets of percentage uverapges for
total operuting expenses, the contractions in four ¢f them ranging between
U.9 and 1.8 percentuge points and representing decrecuses varying between
20 and 19 per cent from the 1941 rates of total overating expenses. Overall
the five series of ratios for total expenses ranged between outside limits of
8.4 and 10.2 per cent of sales in 1941 und between 6.9 and £.6 per cent of
sales in 1944. 3By size of business, moreover, the total expense percentages
folloved the usual pattern and were higher for the bigger stores in both
years.
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Higher net carnings nercentages experieiced in 1944

Incorporating the results of changes in the ratios for gross trading
prelits and totul operating expenses, proprietor's net eurnings before in-
come taxes und withdruwals wilen expressed us percentages of sules were
hizher in three of the five groupings of stores in 1944 than in 1941. These
gains were recorded by rented stores in the smallest, and by owned
establishments in the $20,000 to $850,000 and $50,000 and over sizes of -
business wiere the avera@es noved wp fram 10,5 to 12.3 per cent, fron 5.7
to 6.2 per cent and from 5.8 to 6.6 per cent, respectively. Tor the other
two classifications, however, the ratios were pructically unchanged from .
their rrevious levels. In sumnmury, the five net earning percentuges vuried
between 5.7 and 10.5 per cent of szles in the earlier und between 6.2 und
12.3 per cent in the later period. Jhen expressed in dollar figures average
earnings per store were all muen higher in 1944, and resulted mainly fron
the much larger sales volumes which were experienced in the lniore recen
pericd. In this regurd, the cverages for ovned stores ransed upward by
size of business from 0993 to, 33,921 per store for 1941, and from §1,442
to 37,456 per store for 13944,

layrotl nercertuges seidded to.remdin Saiply stable

anons the seversl types of opercting expenses, the ratios for
enployces' salaries and wepes for Lthe most part showed little chaansze from
1941 levels. The experiences of owned stores with 1341 sales of $50,000
or morc, however, differed somewhat from the general trend becuause their
rayrell rotio declined from 5.6 per ‘cent in 1341 .to 4.8 per cent in the
later period. —Cverall;-the percentuzes ranged bvetween 1.5 and 5yé-per
cent ing 1943 ‘and ‘tetwoen 1.7 and 4.8 per cent of sules in 1944, In all
cases, however, the substantial increases in sales between the twe years
meant that the reporting stores were actually payiang out considerubly nore
in payroll in the later period. By size of business, the puyrcll ratios
adhered to the usual pattern with the larger stores din both years having
the higher rutes of expenditure Lor salaries und wuazes.

Rentals amounted to 2.7 and 1.4 per cent of the sules of reunted
stores with sales of less than 380,000 znd 20,000 to £50,000 in 1941 and
to 1.8 and 1.0 per cent of dollar volumes for these two size groupings in
1944, This, of course, i3 a natural trend for rentals are fixed dollar
outlays und hence formed saaller fractions of tiie expanded sales volumes
which were obtained in the more recent periad.

Advertising costs as percentuges were very small in 1941 and 1944
with the averages runging between less than O.1 and 0.2 per cent of sules
in both periods. Depreciation ullowances, on the other hand, were somewhat -
greater, the five averuges varying between 0.6 and 1.1 per ceat of saleg in
1341 against outside limits of 0.3 ard 0.9 per cent of sales in 1944 and
were all somewhat lower in the niore recent year. In view of the increases
in sales which the reporting general stores experienced, however, it is
probable that for many of them the dollar allowances were actually greater
in 1944, 3y size of busiress the depreciation expense percentages vere
smaller in both years for the bigger retail outlets. The depreciation
averages for the owned senerul stores, moreover, were larger than those of
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their rented counterparts in three of the four cuses in which compurisons
can be made.

Other operating exrenses, the cutegory which inecludes all remalning
costs -of operation, were lower-as percentaees -of sales in three of the five
groupings of general stores in 1944 and virtually unchanged in the two other
cases. These averages runged between 3.0 and 5.4 per cent of sales in the
former year.and-betuween 248 and 4.5 per cent .in the later poriod. By size
&7 business the ratios in both veuars decrecased as the store sizes becupe
larger. Reflecting the higher content of occupaney costs, the other expense
ratios for owned stores were hisher in both years thon those which the
rented establishrents experienced.
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Operating Results for Stores Clugsified

According to 1944 3ales Size

ard Occupancy Basis, Canada, 1944.
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acecording to li#44 Bales-8iwe anpd Occupancy Radls,. Cunada, 1844 (Cont.)

AMOUNT OF AIUAL SALES .
$20,000 to 329,999 §30,000 to $49,999 $50,000 und Over
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Table £.--Country General Stores - Opersting; Results for Stores Classified

according to 1941 Sales 3ize and Occupuncy Basis, Cunada, 13941 und 1944.
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Table Z.--Country General Stores - Operating Results for Stores Classified

According to 1841 Sales Size

and Cccupancy Basis ;- Cunadw, 184%

and

1944 =({ Coagt. )
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FART I1I - GENERAL MERCHANDISE AID DRY GCCD3 STCRES

Trends by Size of Business, 1944

seneral merchandise end dry goods stores, according to the definition
used in the 1941 Census of Merchundising, comprises two different types -
of business. Cne represents stores located in pluces of £,000 population
or over und selling a zenerzl line of zoods which usually includes food
products. 3uch establishments would be classed us country general stores
if they were situsted in places having less than 2,000 persons. The second
type consists of a number of stores specizclizing in the sale of piece goods,

As a further desacription, the percentage distribution of the
sales of generzl merchandise stores reporting their sales by commodities in
the 1941 Census nay be of interest. Dry goods and notions comprising piece
goods, bedding and house linerns and notions and spmallwares bulked heaviest
with 29 per cent of their total sules. Tood products were alse importunt
at 17.3 per cent of sales while houschold supplies forried 1.5 and tobacco
products 1.1 per cent of total doller volume. Women's, misses' and
children's apparel equalled the 17.3 per cent recorded for food products
and this was followed by men's and boys! clothing at £.3 and by footwear
at 2.7 per cent of total sales. House furnishings also made an important
contribution which amounted to 5.4 per cent of the total trade. The
reraining 17.4 per cent was spredd over a wide range of oods, including
hardware at 2.5 per eent; fuel at 1.6 per cent; furniture, 1.5 per cent;
paints znd varnishes, 0.8 rer cent; radios und electrical appliunces and
supplies, 0.6 per cent, and miscelluneous merchandise at 10.4 per cent of
the total sales so analyzed.

Goods sold by country general and generul merchandise stores

5ince both country general and general merchundise and dry goods
stores handle such a diversity of merchandise.u cemparison of the commodity
distributions of their salec niay be informutive. Country generul stores
situated in places of less than 2,000 population tend naturally to con-
centrate more on the staple lines of goods required by their farm ¢nd other
rural customers. Food products, household supplies and tobaccos therefore
bulked heavier, formins about 43, 3 and 4 per ceut of their sales zig:inst
corresponding fimures of 17, 2 and 1 per ceut for general nerchandise
stores located in the lurger centers. Footwear made up 5 per cent of the g
dollar turnover of the country stores und enly 3 per cent in the sales
volume of the general merchandise establishments. Similerly, hurdware
and paints comprised 5 and 2 per cent of country general store sules against PY
3 and sligntly less than 1 per cent of the trade of their more urban counter-
parts. Gasoline and its related products, und hay, straw, grain and feed
at & and 4 per cent of the sales of tlie country generul outlets, however,
vere virtually unrepresented in the sales of the general merchandise stores.

The general merchandise stores, on the other hand, concentrated
much more on selling apparel and other lines of shopping roods to their
more urban customers in 1941, The biggest difference appeured in dry goods
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and notions which riade up 29 per cent of their sales aguinat only 4 per
cent for country general stores. ljomen's, misses' and children's clothing
came next at 17 per cent in contrast to 4 per cent for the nore rural
establishments. flouse furnishings came third at 5 pexr cent aguinst less
thians-) “per caents Sor' t he clountny steresio=lhe (salel of iments'yand bHoys!
apparel items was about the same for each kind of store at & per cent of
sales but the types of merchandise rrobably differed in nature and price
to some extent.

Tarning ‘nod tolihée Labledot sththigtics, g totdal ofi A70Lun=
incorporated general merchandise and dry goods stores co-operuted in the
recent survey by returning usable reports on their operuating results for
1944. These were sorted into five sizes of business for stores with sales
of less then §10,000, with sales between $10,000 and 20,000, 720,000 and
50,000, 530,000 and $£50,000, and for establishments having sales of
50,000 or over. lihen such groupings were divided by types of occupancy
betwecen owned and rented stores, however, only 2 reports for owned establi-
shments were included in the 510,000 to 20,000 store size. No averages
were therefore shown for that classification. The samples were also quite
small in the other four classes of owned stores with the numbers ranging
between 6 and 12 reports; the results for these sizes should be treated with
sorme caution.

Inventory turnover higher for the larger stores

Averdge rates of stock turnover for the nine sales and occupuncy
clusses of jgeneral merchandise stores varied between & low of 1.4 and a high
of .5 timos in 1944. 4ith but two exceptions the larger sizes of stores
turned over their average inventories sonewhat fuster than the smuller ones,
This of course was a natural result for once balanced stocks of (zoods wers
established, the inventories could support, with only moderate increases,
proportionately lurper volumes of sales. In illustrating this trend the
stock turnover ratios for owned storesg nmoved up from 1.4 times iu the less
than 310,000 to 2.7 and 4.3 times in the 20,000 to $30,000 and the $30,000
to 350,000 sales sizes to decline slightly to 4.1 times in the £$50,000
and over sales greuping. TFor rented stores the averages expended from 2.3
in the .smallest te 3.1, 2.8, 3.8 andi4,0 times 'in the four largerisizes
of business. In relution to the country general stores, however, the generul
nerchandise outlets had lower rutes of stoek turnover in all six of the
compar:ble ssles and occupancy groupings, a reflection of the smaller
rroportions of the fast-selling food, household supply and tobacco products
which they-carried,

3ecause of the fairly low repeat.demand end the style, vrrice
and size-factors which featured many of the produets they sold, the general
merchandise stores apparcatly found it necessary to carry substantial
quantities of goods in stock. Lven tle owned and rented stores with sales
of less than $10,000 on average had inventories amounting to §£,737 and
51,812 per outlet at the close of 1944. "From that point the vulues in-
creased steadily to $7,244 and (7,117 per owned and rented establishment
in the $30,000 to $50,000 size and to 518,790 and 315,329 per outlet for
stores with sales of 50,000 or over. The shurp increases between the
two largest groupings were due mainly to the consideraeble expansions in
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sales because ovned and rented stores in the 30,000 to $50,000 category

had averaze sales of 436,638 and 38,270 per outlet aguinst averagzes of
{105,471 and 524,174 per store in tie largest size of business. The

averare ending inventories of these stores, moreover, were higher than

those of similarly=sized country general stores in five ol the six categories
in whiech icomparisons can ‘be made, a fact aguin expluinable by the

dif ferences in tie commodity nwmke-up of their sales,

Changes in inventory levels betwecn the beginning usnd the end
of 1944 were somewhat mized for tinc nine groupings of gtores. Decreases
from beginning firsures predominated among the four sizes of owned establish-
ments where three of thewm in fuct showed declines of about 4 per cent
against one whieh recorded un imereuse of about 4 per-cent. Gains, on the
other hund, outnunbered declines arnong the five classes of rented general
merchandise stores vhere increases of €, 20 und 3 rer cent were scored in the
three smualler sizes of stores aguinst contractions of 10 end 2 per cent
in the two . largest clussifications, Overull, the four categories of owned
stores experienced un inventory decline of about 3 znd the five groupings
of rented outlets an increase of about 1 per cent from beginning valu-
atlions.

smallest stores obtained highest gross profit ratios

Gross trading profits in eight of the nine sales and occupancy
groupings ranged between £24.2 and 50,3 per cent of sales in 1944. 1n omne
of them, however, the unusually low figure of 6.6 per cent was recorded,
This average probably reflccts the presence of a number of erratic con-
ditions in the grouping such as the inclusion of stores with relatively
high proportions of food sules, of stores experiencing inventory losses,
etoy

By size of business, the highest average rates of gross trading
profit were secured by the smallest stores, the averzge for the owned ones
anount ing to 30,3 and for the rented cnes to 50,1 per cent of sales. From
these points, and omitting from the comparison the ubnormally low ratio of
16.6 per cent secured by owned establishments in the $30,000 to 350,000
sales grouping, the averages for owned outlets dropped to 28,1 and 25.4 per
cent in the 20,000 to 30,000 und tae 50,000 and over sales sizes, while
for rented ones the ratios stood atthe lower figures of 25.6, 126,58, 24.2
and 27.1 of sales in the four larger.clussifiicutions.. There was thus no
clear tendency Tor the percentages to vary either directly or indirectly
with amount of sules made. In comparison with country general stores, the Y
genexal pyerchandise outlets had higher.rates of gross profit in all six of
the corresponding groupings. This was probably due rniainly to differences
in the commodity composition of their sales for the general merchuidise
stores sold larger amounts of apparel and dry coods itenis on witieh the rork
ups were generully higher than those which food products carried.

Payroll ratios nigher for the larger sizes of stores

Among, the operatini: expenses, the nine averzices for enployees!

salaries and wages varied between 1.4 and 3.4 per cent of sules in 1944,
#Jith but two exceptions the larger sizes of stores had tae higher payroll
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percentages, the rutios for the four groupings of owned estublishments
inereasing from 1.4 per cent in the less than 10,000 to 9.4 per cent in
the $50,000 and over sales sizc, and those for the five classes of rented
outlets from 3.0 to 8.2 per cent. This upward trend was the natural
result of changes in size for as the stores became lurger their proprietors
accounted f'or smaller shares of the enlarsed work and hence found it
necessary to ndd to their sales stuffs to handle the greuater selling and
ather activities of their businesses, Compured with the experiences of
tiie regorting country gsenerul stores, the general merchundise outlets had
hipher payroll percentages in all but one of the six corresponding classi-
rications. These differences probably resulted principally from the
greater amount of time required to handle and sell the larger anrounts of
suoppine ond less staple lines of goods waich the eeneral merchandise
stores usuelly carried, but the fact that they were located in the larger
centers of populaetion could also huve been partially responsible.

Average rental ratios generully lower for the larger stores

Rentals as percentages of sales varied for the five sizes of
business between 1.8 and 4,2 per cent of rcported dollar volumes, These
generally Tollowed the usual pattern und were lower for the larger
establishments, the ratios dropring from 4.2 in the smullest to 2.6 per
cent in cuch of the next two larger sales groupings, to 1.8 per cent in
the :30,000 to 350,000 sales class and then rising slightly to 2.5 per
cent for stores with 1344 sules of 50,000 or more. Compurisons with
rented country general stores, However, can be mudo for only two store
sizes, In these tic general merchandise outlets huad the hicher rutes of
rental exrense, a fact which probably reflects the influence of the
larger sizes of loculity upon their rental costs.

Advertising expense ratios for the nire saules und occupuncy
mroupings of genersl merchandise stores ranged between Q.1 and 0.6 per cent
of sales in 1344. By size of business the movenent wus quite erratic,
there beins no clearly murked tendeney for the lurper stores to h:ve
elther higher or lower expense percentages for publicity. In compurison
with country gzencrul stores, however, the seneral merchandise outlets huad
hisher andvertising expense rutios in four of the six comparable groupings
while in the other two they were the same as those recorded by the country
stores.

NDerreclation and other expense ratios also averased lower

Depreciation allowances on the fixed asgets of the reporting
fererer mErchundise stores when expressed gs percentuces of their sales were
reunerally lower for Lhe lurger sizes of business. For owned establishments
the four ratios cdeclined from 1.5 per cent in the less than $10,000 to
0.7 per cent in the 450,000 and over store size while for the live sizes
of rented stores the averages declired from 0.7 to 0.4 ner cent. This
downward trend is a 1reflection of i{ii¢ higher investrnent in fixed store
assets in reletion to the sales volume which the smaller outlets obtuined.,
ue to their greater investments in buildings and fixtures the depreciation
expense perccentuces werce naturally somewhat larger for those stores which
owned their own premises. In compérison with the depreciation expense



rercentagszes of their rural counterparts, howcver, no regular pattern was
" aprarcent for in three of the six corresponding groupings the genecral
nerchandise stores had the hkicher ratios while in the other three they
were sonewhat lower. ]

All other operating expenses ireluding suppliecs, communications,
taxes other than income taxes, insurance, light, heat and power, repairs,
interest on borrowed money, etc., were grouped under one lleading. Some
of these, of course, were coraonly experienced and tierefore quite uniformly
reported while others may not huve been so generally encountered nor so
consistently inecluded. Nevertheless, the ratios for these residual
expenses were consistently lower in the lurger sizes of general merciundise
stores, a trend probably resulting from the inelusion of various items of
fixed costs which vary inversely with sules. Thus for owned establishments
the ratios runszed downward from 7.4 per cent of sales in the smallest to
%.9 per cent in the largest store size und for rented stores from 6.8 to
3.7 per cent of sales. Against their rented counterparts the four groupings
of ovned stores had the larger averuges for other operuting expenses, a
reflection probably of the higher residual occupaney costs which the lutter
tyvpe of outlets cxperienced. In comparison with the reporting country
ceneral stores, moreover, the general merchandise estaublishments had
the larger percentages for other operating expenses in all six of the
classifieations where comparisons can be made.

Total expenses ratios were irresularly higher

Summarizing the expenses just desceribed, the nine averages for
total operuting expenses varied between 9.5 and 15.2 per cent of sales in
1944. Joing from the smallest to the larpest sizes of stores the trend in
these percentages wus highly irresular, the avercges for owned outlets
moving.fron 10.6 per cent in the less than 10,000 to 11.7, 9.5 and 14.2
per cent in the three larger sales sizes, and for rented ones from 14.9
peér Mt /i the smellest to 11,3, 14.5, 12.7 and 15.2 per cent in jthe
bizger sizes of stores. SGenerally speaking, the larger sizes of un-
incorporated stores usually have the hipgher percentages for totzl operuting
expenges. 3uch a trend would have been apparent here if the five sizes
had been combined into three sroupingss for stores having sales of less
than 20,000, between 20,000 and 50,000 and of $50,000 or more. Reflecting
the influcnces of factors already discussed the total expense ratios of
the general merchandise outlets were all higlher than the six corresponding
averages obtained vy the country general stores which reported their results
for 1944.

Net earnings percentuages were lower for bigger stores

Proprietor's net earnings before income tuxes may be regarded as
comprising two element3,- one consisting of the compensution for the operator's
managerial services and the other representing his annual return in the
forn of net trading profits. Including these, the nine ratios for net earnings
varied between extreme limits of 7.1 and 19,7 per cent of sales while the
middle seven ranged between the narrower outside figures of 11,2 and 16.4
per cent in 1944. The larger sizes of stores tended to have the smaller
rates of net earnings for the percentages moved irregularly dowmvard from
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19.7 ir the smallest to 11.2 per cent in the largest of Lhe four groupings
of owned and frow 15.2 to 11,9 per cent ¢f sales for the five sizes of
rented estublishments. Resulting dircetly from their hicher percentuges

¢f cross profit, moreover, the general merchandise stores obtuined higher
net ecarnines ratios thun those which the six comparable groupings of country
storesz recorded in tlie year under review,

ACtun) dollar firures for net curnings per store were generally
mrch mipher for the larger thun the smalle? pgencral merchandise stores.
Atona the four groupings of owred stores the averages moved upward from
§1,125 ver store in the smellest to 4,019 in the $20,000 to $30,000 store
size from which it dropped to 52,593 in the next und then jumped to
#11,762 per outlet in the lzrgest sules groupifg. For the five classes of
rented stores, however, the averases increased steadily from $862 per out-
let in the smallest to $€,016, #2,779, $4:897 and 10,036 per store in'the
four larger sizes of establishments. The substuntial gains between the
two largest sizes of business were due of course to major expansions in
the dollar volunes, the zverapge sgles of $36,638 and $38,270 per owned and
rented store in the 30,000 to {30,000 sales size being creatly cxceeded
by the averages of ©105,471 and (€4,174 per ovned and rented outlet in the
larcest size of business.

<
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Generu: serchandlic and L Dry Goous Sturcs - Uperatipy Results for stures

Clossiricd AC“'?dLnSL_Q
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Less than 10,000

$10,000 to $19,999

Owned | Rented waed | Rented \
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7 & EIRER Gl YOO . & o bl s ¢ o 5 5 s oFs e P eI (h 15813 3,064
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9, Stock Turnover (times per year) .. __l.4 20 SR :
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(Itens Expresscd as Percentages of Sales)
10, Gross Trading Profit .......... 50.3 30.1 - .
Operating Lxpenses: b ¥
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12. Rent €0+ 4% 0 e gt ereestE RS ELE BN il 4.2 SAMPIE 2-6 '
130 AdVGI’tiSing 6 v 96869 sV eEIEE RS 005 002 003 ‘
14, DR CAAMBUTE ol Jois T Mo o 2o af B LR 158 Qa7 TOO 0.4 i
15. Other Operating EXpenses ....... " 6.8 5.2 i
SMATL :
16. Total Operating EXpeEnses ......... 8.6 14.9 11.3
17. Proprietor's Net Earnings Before I
Ircone Taxes and Withdrawals ... 1897 1) 14.3
18, Average Proprietorts Net Harn- :
IHECIPREICSBEITEEl L oo bl okekle & #0800 50 b Lo, 31,125 $ob2 $2,016 =
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Geiigoul Merciuuiise and Uy Goods 3tores - Opereting Resulty fopr Storcs

Clussitied Asccording to 1944 jules jite wnd (ccupancy Busis, vangdy, lJéé-Tbont.)'

AMOUNT CF ANNUAL SALES

320,000 to $29,999

$30,000 to $49,990

$50,000 and Over

owned |  Rented Owned | Rented owned | Rented
GENERAL INFORMATION
6 22 10 16 W2 23 LA
$147,452 $519,472 $366,376 $612,322 $1,265,650 {$1,935,995 2.
24,575 23,612 36,638 38,270 105,471 84,174 3.
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6,480 6,247 7,244 7 o 187 18,790 15,329 7
106,018 382,801 305,558 464,140 944,175 1,411,340 8.
Dod/ 298 4,3 GRS 4.1 4.0 Bk
FPROFIT AND LOSS DATA
__(Items XKxpressed As Percentages of Sales)

28,1 26.3 16.6 24.2 25.4 27.1 | 10,
5.7 6.3 4.5 6.4 9.4 52 T8
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0.1 0.6 0.1 0.4 0.2 0.6 { 13.
0,5 0.5 0.8 0.4 0.7 0.4 | 14.
5.4 4.5 4.1 3.7 &0 3.7 gl
1Lt 14.5 4.5 25 4l a8 LSmeny 1.6%
16.4 11.8 Zall G5 18,2 A8 NON . 178
$4,019 $2,779 $2,593 $4,397 $11,762 $10,036 | 18.
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