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J For some time the Bureau hes recognized the practical value of published
information on average operating results, that is, on average rates of expenses and
profits, etc., in tke principal retail trades. Indeed the first studies of this
nature were made for the yeur 1YUE, and since then an increasing demand for such
information Las been experlenced by this Bureau. It is in response to this demand
that the present series of reports is now being issued.

Concerned mainly with aversge expense and profit percentages, compre-
hensive information on the operating results of retail stores deuals with many of the
significant factors which eventuelly determine their success or failure. Such infor-
mation therefore represents the results which many retailers have obtained in meeting
the problems that are common to their particuler kird of business. Statistics of
this nature, moreover, have the practical value of enabling individual merchants to
coripare their own rates of expenses and profits with the results of similar stores in
their trade, from which they can isolate for further analysis the areas in which their
performance has been below average. The resulting opportunities for improving the
efficiency in retail store munagements may well be of scme importance in peacetime
as Cgnadian retailers under more competitive conditions endeavour to distribute the
products of an expanded industrial economy. These considerstions ard possibilities
have been set forth under the heading "Importance of Informetion on Opereting Results
in Retail Trede" commencing on page £ of these reports. A separete Giscussion
beginning on page 8 under the topic "How the Retailer Can Use Information on (perating
Results" has also been included &as & possible guide to retailers using the bulletins.

It must be emphasized here, however, that the statistics presented in
these reports are subject 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 comparatively small
sanple pumbers of such firms. These samples, of course, should be large enough to
permit the different influences affecting operating results to average thLemselves
out anc thus present the more typical operating experiences of stores in the different
size ana occupancy classifications of stores. Ior many kirds of stores, unfortunately,
the number of usable returns when distributed between these classifications may be
too small to permit any srccial or erratic conditions completely to iron or cancel
thiemselves out. These scpccts of the reports are discussed more fully under the
heading "Limitations to Information on Operating Rerults" on puge 6 of tkhe bulletins,
and to some extent uncer "How the Retailer Can Use [nformation on Operating Results"
on page E, to both of which the reader is referred. It should therefore be noted
that the present stuaies are tentative in nature 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 und may well provide some useful, although perhaps rough,
indications of the operating experiences of the retail trades undcr review. The
bulletins have been prepared in the Nerchandising and Services Branch of the Bureau,
of wkich kr. A.C. Steedman, B.A., is Chief, by kr. A.M. Chipman, M.B.A.,
Statistician 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. :

Htrba Xt Baced atll.

H. Marshsall,
Dominion Statistigian.
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OPERATING RESULTS OF INDEPENDENT RETAIL STORES, 13944.

PART I - GENERAL SECTION

This report is one of a series presenting averapge 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 1938
and presented somewhat similar information on average operating expenses and
profits against which individual firms could compare their own results. Since
that time requests have been received con an expanding scale Tor corresponding
types of reports, a fact which indicates the growing interest of merchants and
others in information on costs in retail trade. It is in response to this demand
that these reports are now being issued.

The basic information for such studies was obtained primarily for the
purpose of improving the Bureau's estimates of the country's National Incore which
originated in unincorporated and independent retail stores. 3uch establishments
predominate to a marked extent in retail trade, comprising 90 per cent of all
137,331 stores enumerated in the 1941 Census, accounting for 55 per cent of total
sales of £3,440,901,700, and providing a livelihood for nearly 132,000 proprictors
and partners. The net ecarnings of these proprietors and partners tlus represent
an important contribution to the National Income totals. Aggregate figures on
these net earnings, however, are not readily available to the Bureau frowm other
gources and for this reason it was decided early in 1945 to obtain the required
information by a direct survey of sample groups of retail stores.

Accurate and comprehensive figures on the National Income are now
regarded as one of the best measures of the purchasing power and econonic activity
of the country. These statistics, consequently, are nighly important as aids to
both governments and business in the determination of their pluns and policies, and
particularly so in relation to the problem of maintaining high levels of employment
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
unincorporated retail stores for inclusion in the National Income statistics.

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

Price: 25 cents
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results. In the first instance, it enhances 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 sgainst which they can compare
their own financial results.

The figures wiich co-operating retuilers supply to the Bureau on their
costs, expenses and profits are quite obviously highly confidential in nature. They
aic kirietly so regarded by the Bureusu and are usged 'only for the two purposes Just
outlined with no diselosures of the results of individual operations being made.

Information Contained in Reports on Retail Operating Results.

The information presented in this and subsequent bulletins consists
primarily of the financial results which the different kinds of co-operating stores
obtained in the year under rveview. The information consequently covers such
individual items as net sales, purchases of merchandise for resale and beginning
and ending merchandise invontories, cost of goods sold, gross trading profits after
costs of merchandise sold have been deducted from sales, the several categorles
of operating expenses incurred during the period and finally the net earnings
available to proprietors after all costs and expenses have becn subtracted from
sales. 1In other words, the information here under study consists of the more
important financial items usually found in the typical retail Profit and Loss
Statement.

There arc of course runy general factors which commonly affect the
finaneizl results of retail storcs. Three of the more importunt of theae consist
of the kind of business, that is whether the store is a grocery, an apperel, 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 ronted. The reports of the
co-operating retail stores were therefore classified by kind of business and with-
in the kind of business cutegories into groups according to the amount of sales
made. These groups were again divided by method of occupancy into "owned" and
"rented" categories. The fipgurcs were then compiled for each of the individual
groups and reduced to the form shovn in the tables of this report. Thus £ross
trading profits; the several expense items and propristors' net earnings before
income taxes and withdrawals appear as percentages of sales while stock turnover
appears as a ratio indicating the number of times the averase inventories were
turned over during the year.

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

Importance of Information on Qperating Results in Retail Trade.

The critical value of information on operating reosults for use in comput ing
the net earnings contributed by unincorporated retail stores to the highly
important National Income estimates has already been pointed out. Indeed, the net.
earnings of individually operated stores add tc 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
2igh levels of consumer demand, usually for relatively inadequate and in some lines
for severely restricted supplies of merchandise. These conditions in turu 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 and
sales allowances all exerted influence in the direction of maintaining or improving
the percentages of realized gross trading profits. Apart from the furniture, radio
and electrical, and automotive kinds of stores, the sales volumes of individual
stores generally increased throughout the war periad. 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 phases. During the earlier
transition period industry will re-convert to peacetime activities and its subsequent
production can be deemed to go far to meet consumers' pent-up demands, especially
for many types of durable goods. Consumer purchasing power will likely remain
relatively bhigh 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 part of this phase, the supplies
of many kinds of consumer goods may be inadequate to meet popular demands for them.

As this period advances, however, consumer demands will settle down more to &
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 more extensively than in the war and
transition periods. Lower individual store sales volumes for many kinds of retail
trade on average may also be experienced from increases in the store population, the
diffusion of consumer purchasing power over widened ranges of merchandise, including,
for instance, automobiles and related products, electrical appliances, etc., and
from more intense competition between different types and kinds of retail outlets,
These lowered sales volumes will then tend to increase percentage rates of expense,
many of which will be forced upward by greater dollar expenditures for advertising,
~ for store renovation, and possidbly for tic 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 retail merchants the
necessity for using productive methods of sales promotion to maintain sales volumes,
for informed buying and pricing practices to obtain adequate gross trading profits,
and for careful control of operating expenses to secure adequate and reasonable net
trading profits. They require in addition the periodic self-examination of the
merchant's financial results so that weak spots in the store's operations can be
revealed and remedied.

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

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

Over a period of years the expanding use of thé 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 earnings
positions. Management of this sort, particularly in the smaller independent stores,
also implies an awareness of trends and competitive conditions in retail trade, thus
tending to promote the openmindedness and flexibility to meet new problems with new
methods and cope with them.

The economy of the country dlso gains from the extension of these benefits
throughout retail trade. Improved managerial efficiency may well mean the pro-
vision 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
made for inclusion in National Income figures. This would have involved a coverage
according to 1941 figures of some 124,000 stores -- far too many to permit a compre-
hensive survey of all stores.

It was therefore decided to obtain the results from a sample of these
stores, some 17,000 being chosen for this purpose. These stores, although selected
at random, were carefully distributed gecgraphically 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 schedules could
have been classified such as by size of business and method of occupancy, by
provinces or regions by size of business, by size of locality by size of 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" ahd "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
450,000, and sales of $50,000 and over. In some instances, however, the number of
reports for "owned" or for "rented" stores was too small to justify the publication
of figures for one of these types of occupancy. :

Where possible tables were also prepared to present comparative and
average figures on the results which identical groups of stores obtained in 1941 and
1944. Individual returns were therefore classified before tabulation into three size-
of-business divisions and within these, between "owned" and "rented" establishments,
according to the sales they made and the methods of occupancy they used in 1941,
irrespective of their size of business or type of occupancy in 1944. Unfortunately,
however, comparative statistics for both 1941 and 1944 cannot be published for some
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 practical value,
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A glance at the tables appearing in {&i5 report will reveal fuickly the
items for which statistics are given in the various size-of-business and occupaney
columns, These are grouped into two scetions, one desimated as tue '"Geameral
Information" and the other as the "Profit und Loss Data" secticu.

The "General Informnation™ secection, 25 its name implies, caamwists of
statistics useful as buckground naterial for interpreting; the percentages shown in
the following division of the tables. Iine individual items are here shown, con-
gisting of figfures on number of stores reportin:, sales, invertories, cost of ;;oods
sold, and stock turnover in times per year. Apurt from "Average Sales I'er Store",
"Average Inventory Per Store, End of Year", and "Stock Turnover (times per year)",
the fiscures appearing in tinis section are the dollar totals of the amounts shown in
the individual reports of the co-operzting stores.

Items included in the "Profit and Loss Data" section consist of "Gross
Trading Profit", "Employees' Sularies and wages", "Rent", "Advertising", “"Depreciation',
"Other Qperating Expenses”, "Total COperatine Expenses", "Proprietor's Net Earnings
Before Income Taxes and Withdrawals", and “Average Proprietor's Net Earnings Per
Store", Dollar figures for all of the above items with the cxception of "Average
Proprietor's Net Earnings Per 3tore" werc of course compiled by sales~size and
occupancy catepories and were then expressed ug percentages of the total sales
reported by those groups of stores. In this way the percentages become averages for
the several classes of unincorporated retail stores.

The explanations for the above terms are set forth later in this report
under the sub-heading entitled "How The Retailer Can Use Information on Operating
Costg". It can be noted here, however, that both the percentages and the dollar
figures for proprietor's net earnings are weichted by the inclusion of two different
elements. Cne of these comprises the proprietor's remuneration for managing the
business -- an amount which would in fact have been charged as an expense against
the store if the business had been incorporated or had been operated as a unit of a
retail chain system -- while the second consists of the smaller and residual net
profit element which compensates for capital invested and risked und for unusual
rerchandising abilities brought into play. uite obviously the figures shown for
net earningss consideradbly overstute the proprietor's 'net profitg® 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 inforniation was obtained to enable the two elerments
in proprietor's net returns to be separately presented. The final item on average
net earnings per store is therefore shown in dollar figures in the tubles, partly as
an offset to the relatively high net earnings rercentages reveuled by the revious
series and purtly to enable the reader to make his own allowances for the two
principal elements the net earnings figures contain.

Limitations to Information on Operating Results.

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

In the first instance it is important to note that the fig ures are bused
only on the results of unincorporated retail stores. The aversses therefore do not
reflect the results obteined by stores operating under the incorporated form of
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organization. The absence of these stores probably bears most heavily upon the
representativeness of the averages for stores in the higher sales volwme brackets in
which incorporated stores are most frequently found. Quite apart from differences

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

In the second place, the figures on operating results are based upon
returns from relatively restricted numbers of stores in the different retail trades
under study. These samples, chosen at random, are presumed to give representation
to the several factors which influence operating results, including differences
arising from size of business, methods of occupancy, from the sizes of locality and
provinces in which the stores are situated, from degrees of service provided to
customers, merchandising policies and variations in the quality of store managements.
Size of business and method of occupancy rank high among these factors and the tables
were therefore prepared to show operating result averages for different sales-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, however, will indicate that the number
of usable reports included in the various salcs-size and occupancy categories is often
quite small, frequently representing less than ten stores. In such cases the results
should be compared carefully with the results shown for other sales-size brackets
to appraise consistencies in trends between the different groups. Where the results
appear definitely out of line with these trends, the figures should be interpreted
with considerable care because it is quite possible that the averages for that
bracket are not typical of the average results for all stores of that size.

The 'averaging-out®' within the different sales-size brackets of the
factors which affect retail operating results, however, imposes certain limitations
upon the use of operating cost information by individual merchants. This is because
retailers wish to compare their own results with those obtained by stores as similar
to their own as possible. With the tables set up in the present manner, retailers
are able in part to do this because they can match their own results against those
of 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 rieny 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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thesce expense items. ihen no values were shown for the first two types of expenses,
the prectice wes to accept the report on the assumption that the store required

no paid help end in the cese of advertising that no such expenditures were incurred.
where no amounts were shown for depreciation and no indication was given thet any
hed been tuken, the schedule wze cxurined to see if the size of business justifiec
further attention. If so, the firm was cither corresponded with or an estimate

was mude for this item. In all cases, of course, the expense ratios represent the
total dollar expense figures for each item in each individuul classification
expressed as percentages of the totul sales reported by stores in that category.

The expense percentages for these tihree items muay therefore be slightly less than
they would have been if only the sales of stores reporting full expense figures had
been used.

How_the Retailer Cen 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 phase has been
negotiated. This possible pattern of econmomic fectors, it was suggested, mey in=
clude a greater pressure of availsble supplies o retail and consumer narkcts, a
relatively smaller unstimulated demanc ror those comrodities, & greater competition
in retailing associated 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 percentages. Such factors reise the cuestion of how individual merchants
can best utilize intormation on average operating results as a management tool in
meeting their problems of trensition and &d justment to changing economic conditions.

Use of opcrating cost avereges in this way depends essentially upon
compering results of individuel stores with those obtained by similar stores in the
same kind of business. The retailers therefore should first determine from the
tables the size of buciness and occupancy categories most similar to his own store,
This may be done by comparing his own szles for the period with the sales-size
brackets of the tables to determine his size categery and by selecting the occupancy
basis coinciding with that of his own business., He should next reduce his own
financial items such as his stock turnover, his grogs trading profits and his
several expense categories to conform with those appearing in the tables aend express
these figures in rutio form == for tkc niost pert as percentages of his own total
net sales and receipts from services performed. He is then in & position to compere
directly his own results with those whick other more or less similar Canadian stores
obtained in tie same period.

"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 based, is a
good overzll indicastor of how typical those ratios may be of the entire class of
stores they are presumea t0 represent. Such percentages, it will be recalled, become
more accurate as overall meesures of their class as the numbers ol stores in the
sample increases. Consequently the aversges for particulur categories where the
purber of reports is small should be compared with otuer brackets for consistency
before those averages are applied egeinst the results of the individual store.

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

PTotal 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 merchants c¢an 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 chanhses in their own inventory levels to indicate how their own

fo)

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 influsnced by wartime con-
ditions which have affected the quantities on hand, the commodity composition of the
stocks and the cost prices on which the inventory valuations rest. Moreover, the
value of inventories orn hand at the end of the year is often an inadsquate measure
of the stocks which were maintained throughout the period becsuse the end-of-year
stoecks 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
fipures would probably provide on average a better indication of the more basic and
minimum inventories which reporting retailers of that size fesl 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. TFor
purposes of this report, it has been calculated by dividing the average of the
totul beginning and ending inventories at cost values into the "Cost of Goods Sold".
The latter item itself is a computed one, being determined by adding beginning
merchandise irventories to purchases and deducting stocks of goods left on hand at
the year-end. Merchandise purchases here consists of the invoice value of all goods
bought for resale during the year, less returns, allowances and c¢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 c¢omputed, doth
stock turnover figures probably overstate the actual number of times the average
inventory was disposed of since the beginning and ending inventory figures each
reflect year-end valuations when stocks are frequently at their lowest. This does
not impair the value of conclusions based on comparisons because the turnover
figures for the individual store and sample group of stores are similarly affected.

Having computed his stock turnover in the above manner, the retailer may
find the fisure for his store somewhat lower than the average for the comparable
group of ‘retail establishments. The immediate explenation for this variation of
course is that the merchant seemingly used a larger average inventory to obtain
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 and ending inventories
were larger than that of the sample group of stores.

The first of these, that the retailer‘'s opening inventory was out of line
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with the average for the group, may be determined by calculating the average per
store beginning inventory for his class of store and then making a 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 while his beginning stocks were more closely in line, could have been
caused by several factors. Thus receipts of merchandise just before his financial
yeuy 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 explenation 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
& relatively heavy and perhaps unbalanced inventory position.

The third possibility, that the retailer’s beginning and ending inventories
were both higher than the averege 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 mgre¢handise, 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 Profit" is the gross income fund remaining from store receipts after
the merchandise costs have been deducted.
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The "Gross Trading Profit", then, arises directly out of the retailer's
activities in buying, selling and managing his inventories of merchandise: As such,
it can be considered in two ways, that is, the total amount of gross trading profits
realized during the period and also the percentage rate at which they are made. To
retailers, both aspects are important. The actual amount of such prrofits is
significant because it is from this profit fund that the operating expenses must be
deducted before the retailer can properly claim the net earnings which determine his
standard of living. The percentage rate is of interest because it is a measure of
his success in obtaining a satisfactory overall spread between merchandise costs
and sales, and indicates what could reasonably be expected in the future from a given
volume of sales.

In the tables, the gross trading profit is shown only as a percentage of
sales, thereby setting forth average standards of performance for each of the size
and occupancy classes of co-operating stores. These percentages therefore represent
the overall maintained mark up on sales which, on average, was obtained by the
reporting stores. Such ratios can also be expressed as percentages of cost of goods
s0ld merely by expressing the gross profit percentage as a fraction of the remaining
cost of goods sold percentage and multiplying by 100. For instance, if the gross
profit forms 25 per cent of sales, the cost of goods sold would form 75 per cent of
sales, and the maintained mark up on cost for the store then would be 25 per cent
over 75 per cent times 100 per cent, or 33-1/3 per cent on the cost of goods sold.

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

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

Pactors relating to purchasing for resale likewise could have had a down-
ward influence on the gross profit percentage. Miscalculations in estimating the
demand for certain lines of merchandigse, for instance, could have been the original
reason for some of the clearance mark downs just described. Difficulties in
rurchasing 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 cash dlacount” also tends to
reduce the gross trading profit parceintaga, Such aisddhudes, CIph reprosaning
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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 nmumber of other factors may also be influential in producing & lower-than-
average rate of gross profit. An over-valued beginning inventory, for instance,
will ceause a laryer 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 quality
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 as part
payment for services rendered, will likewise depress the gross profit percentage if
such amounts have not been 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 when expressed as a percentage of
his total sales than the average obtained by reporting stores in his own size and
occupancy group. Such a situation could mean that the merchant's employees are not
as productive of sales volume in proportion to their salaries and wages as those of
similar stores. This might result from the fact that the retailer is paying them at
higher rates of pay than other merchants in his 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 arnd alterations, etc.,
could have increased the routine work of the store sufficiently to require
additional help. Certain other services performed on a charge basis, such as
repairs, etc., could also increase staff requirements, even though profitable
revenues were obtained.

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

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 exigt 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 sales 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 larger centers of population. This is because the
reporting stores represent the various sizes of locality, including the larger
cities in which dollar remts often tend to be somewhat higher thum in the smaller
places. In the tables, however, these higher rents are taveraged down' by the lower
rental experiences of stores in the smaller localities.

When due regard has been paid to this fact, it may be true that the
merchant's rental percentage is still above the average for his group,- in other
words that he is not obtaining as large a sales volume per dollar of rent expense 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. In other cases,
the merchant may be renting more than the space required for his store and yet be
charging the full rent to the store business. Here the comparison may not be as
adverse as it seems when the proportionate amount of rent.is charged against the store.

mAdvertising”, shown in the tables as average percentages of sales, is
based on the sales of all stores in the several categories even though some stores
may not have incurred any advertising expenses. This clearly would reduce the
average advertising expense ratios below what would have been the average for the
stores that advertised, and hence should be allowed for in making comparisons. As
in other ceses, 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 fixed assets which are owned, and
the rate at which those assets are being written off.

. Not all of the co-operating stores reported allowances for depreciation.
In some instances, at least, this may have been due to the fact that the fixed
assets had already been written off. Quite possibly, the wartime scarcities of
equipment, materials and labour may often have prevented replacement or renovation
of the fixed assets, thus depressing the depreciation expense percentages below
what they would have been in normal times. In other instances where no depreciation
was shown, a corrected figure was obtained for depreciation or alternatively an
estimate 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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rer 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 cent;
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 st#l appears high it is very likely due to certain factors peculiar to his
own business. Thus his fixed assets may be more slaborate; their original cost may
have been greater; some of them may have been purchased more recently; or the rates
of depreciation used may have been higher. 1In any event the element of depreciation
is there, and the rute of allowing for it can only vary on a sound basis between
fairly narrow linit$

"Other Operating Expenses", comprise all legitimate expenses still
remaining and include heat, light and power, store supplies, taxes other than in-
come taxes, business insurance, losses on bad debts, repairs and maintenance,
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 retailerts
expense ratio and that of his group. Furthermore the merchant must make an allowanoce
for a reasonable difference between the two expense percentages because of the
varying experiences of stores reporting their "all other operating expenses", If -
his own percentage is still somewhat higher than the average, however, the retailer
may well check through his residual expenses to determine the reasons for them and
to assess the possibilities of effecting certain reductions in the future.

"Total Operating Expenses", when expressed as & percentage of the store's
total sales, is of course merely the sum of the individual expense percentsages
previously discussed. The difference between the individual merchant's total
expense ratio and that of his group is consequently the net result of the variations
he finds between his own individual expense items and the averages for his 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 against which it is compared. Clearly, however, this does not mean that no
opportunities exist for a curtailment in total operating expenses by a careful
examination of the individual expenses which were incurred.

"Proprietor's Net Earnings Before Income Taxes and §ithdrawals"™ is
obviously the final result and financial objective of the retailer's merchandising
activities. In percentage form it is the measure of the merchant's success in
keeping his gross trading profit and his total operating expenses sufficiently 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 a higher-than-average total operating expense ratio,
the possible causes of which have already been commented upon.

"Average Proprietor's Net Earnings Per Store", as already explained, con-
8ists of the total reported net earnings divided by the number of co-operating
stores. Expressed as a percentage of total net sales, 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
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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 merchandising abilities and
a return on capital invested - and risked - in the enterprise. Allowances must
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 Gection, 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. First 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 comparadble claes of stores. This, in turn, was followed by a
discussion of the possible opersting 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 ressons for higher-than-
averare 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 II - COUNTRY GENERAL STORES

Trendsau@ize ol Business,y 1 3dd

Soumtry.zenerul stomeshms Relfined in the: Censvg wre locEled in
places of less than 2,000 population and carry a general line of merchundise.
Tood products are sold in inportant quantities but if their sale amounts to
a8, nuehuagh 30 per cent of thetosal business the .stére 18 _Corsidered Lo be a
grocery rather than a country general store. Men's and wormen's apparel, dry
" goods, shoees, hardware products and tobacco products are other important types
of commodities which are handled by this trade.

An analysis of the poods carried by the country general stores
reporting their sales by types of products in the 1941 Census of Merchendising
well 1ilwstrates the mualtitude of11dividiuzl proeduets. they. Usiailly, caFrry,

Food items bulked heaviest with 43 per cent of total sales, but men's and
wenentsgel obhiing § ocepiesgslorriede 28 niery clent: dry zoods), . 4" penycent,;  ficbbuear,
9 per cent; haerdware 5 per cent, end tobacco products, 4 per cent of sales.
Other products handled in fairly important amounts consisted of such lines as
hay, straw, grain and feed at nearly 6 per cent of sales; gasoline, lubricating
oils and greases at 4 per cent; houschold supplies at 3 per cent; building
materials, and paints, varnishes and glass at neurly 2 per cent for each, and
drugs, drug sundries, toilet articles and preparations at 2 per cent. The
remaining £ per cent of total sules was rude up of a great diversity of itenms
ircluding farm and garden equipment and 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
system of retail distribution., In 1941, for instance, there were 11,317 country
general stores in Canada making totul sales of 214,747,800 to consumers in
that year. 1In terms of enployment their contributions were egually noteworthy
for they provided gainful occupations for nearly 11,900 proprietors, and for
some 15,300 enployees who received a total of $9,309,000 in sularies and warges.

Turrning now to the results of the recent survey of operating costs,
169 usable schedules for 1944 were received fron co-operating country general
stores. These were sorted into five groupings according to size of business
and each was further divided into owned and rented stores to produce ten sules
and occupency classes of stores. Here it was found that only 2, 3 and 5 reports
for rented establishments were ineluded in the less than $10,000, the $20,000
to #30,000 &nd in the {50,000 and over sizes of stores, numbers far too small
to rermit averages to he shown. Table 1 thereforc presents statistics for
only seven of the tern sules and occupancy groupings where the samples ranged
between 15 and 29 reports to a classification.

3tock turnover faster in bigger country general stores

According to the figures presented in that table, the average rates
of stock turnover varied for the seven classes of stores between 2.6 and 5.2
times in 1944. Here, it is cleurly apparent that the larger general stores
turned over their average inventories of merchundise more freguently than did
the smaller ones. Such a trend.cof ceoUrde mercly meuns that in progressing
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from the smaller to the larger sizes of stores, the average sales per out-
ic¢t expanded much fuster thaen did the uverage inventories. This relationship
is i1llustrated nmost clcarly by the jump from a stock turnover of 2.6 times
for owned stores in the less thun $10,000 size to 4.4 times in the $10,000

to 20,000 size of business. Average sales here increased from $6,278 to
$15,706 per store or roughly by about 150 per cent while average inventories
rose from $2,093 to §$3,279 per outlet or by only 57 per cent. Thereafter

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 und over sizes of business.

These rates of stock turnover, it may be noted, are considerably
lower than the corresponding averaces for grocery stores which ranged between
6.7 and 13.4 times in the same yvear. On the cther hand, the reporting country
general stores obtained substantially higher rates of turnover than the averages
which the reporting 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 znd downward by their sales of slower moving lines of
apparel and other goods.

Indicating the substantial amounts of capitul invested in merchandise
stocks, the averagze ending inventories of country general stores ranged between
$2,093 and %15,811 per store at the close of 1244. These averages expanded
consistently as the businesses became larger, a reflection of the greater
quantities of goods required to support the higher sales volumes. Inventory
levels, it will be observed, were uniformly larger at the end of 1944 than at
its beginning, the overall increuse for all five size classes of owned stores
amounting in fact to ubout 7 per cent over total inventories reported for the
beginning of the year. By size of business, however, the gains for owned
stores were guite irregular; moving from the smallest to the largest sales
groupings the averuge ;ains 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

Average rates of gross trading profit for the seven classes of
country general 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 sharrly 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 three larger sizes of stores. These rates of gross
profit, it is interesting to note, were relatively close to those obtuined by
grocery outlets whose averages for nine sales and occupancy groupings of stores
ranged in 1944 between 13.0 and 18.8 per cent of sgles. This similarity
probably arose partly from the fairly high proportion of food products the
reporting general stores were handling arnd partly from the faet that nmany of
their other lines of merchandise being mainly staple types of merchandise were
also probably sold at relsutively low rutes of gross profit.

Bigger stores had the higher payroll ratios

Among the orerating expenses, the seven ratios for enmployees'
saluries and wages varied in 1344 between 1.4 and 4.5 per cent of sales. W ith



but one exception, the five ratios for owned establishments were higher for
the bigger stores, a natural trend because the proprietors cf the larger
general stores probably accounted personally for smaller shares of the
greater selling and indirect types of work. Thus beginning with the average
of 1.4 per cent in the ;10,000 to 320,000 store size, the progression noved
upward to 2.1, 3.1, and finally to 4.5 per cent of sules in the largest

size of business. The eonsiderable increase from 5.1 per cent in the
#30,000 to $50,000 egrouping to 4.5 per cent in the $50,000 and over sales
size probably reflects the sharp gain in store sales, for average sales in
the former cutegory amounted to $40,913 per outlet against an average of
$93,464 per unit in the largest 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 operzating without active proprietors and hence
were incurring somewhat higher salary and wage costs.

Averasge percentages for rentals were shown for only two sizes of
business for 1%44. 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 sules 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 one case the ratio was less than 0.1 per cent of sales and hence
was too small to report while in five others it averaged only 0.1 and in
the seventh it amounted to only,0.2 per cent of sales.

»

Depreciation percentases declined as stores’ became larger

Depreciation allowances in dollar figures are of courgse relatively
fixed in nature because they are based upon the value of the physical assets
such as buildings, Tixtures and equipnent employed in the business. These
assets are generally used more intensively as salcs increase and hence in
percentuge terms the allowances are spread more thinly over the larger volume
of sales., It is therefore not surprising to find that the averase ratios for
depreciation for the five classes of owned general stores were somewhat lower
for the bipger estzablishments in 1344, the percentages dropping from 1.1 per
cent in the less than $10,000 sales size to 0.4 per cent of sales for stores
with sales of $50,000 or over. By type of occupancy, the percentages for
depreciation uzre usually higher for the owned stores. In the two cuses shown
in the table, however, the relationship is reversed, the averages stunding
at 0.7 and 0.8 per cent tror owned and rented stores in the §$10,000 to 0,000,
and at 0.5 and 0.8 per cent of sales in the 30,000 to $50,000 size of
business. These may result from the presence of certain erratic experiences
in the two groupings of stores but further studies are obviously required to
establish accurate comparisons between owned and rented general stores.

Other operating expenses include such costs of doing business as
supplies, communications, taxes other than income taxes, insurance, light,
heat and power, repairs, bad debt losses, interest on borrowed noney and
sundry expenses. Jome 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 us repairs,



interest on borrowed money, etc., mauy not have been encountered so generally
and probably were not so consistently included in the dollar totals. With
only one exception, nevertheless, the percentages were lower for the larger
sizes of country generul stores than for the smaller ones in 1344, For

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 3.8 in the next, rose
rather sharply against the trend to 5.0 per cent in the {20,000 to $30,000
saules grouping and then receded to 3.7 and 3.5 per cent in the two lurgest
sizes of business. In the case of the two averages for rented stores, the
pattern is again appurent, the ratio dropping from 3.4 per cent in the $10,000
to 420,000, to 3.0 per cent for stores with salcs between £30,000 and $50,000
in 1944. These percentages, it will also be observed, were sormewhat lower
than the averages of 3.8 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, etc., in the other expenses of the
owned establishments.

Fobaliiexpense indatiasphi zner or' the, larger stores

Total operzting expenses, summarizing the trends in the expenses
Just described, varied for the seven sales uand occupancy classes ol stores
between 6.0 and 9.4 per cent of sales in 1944. 3By size of business the
general trend was for the larger stores to have the higher rates of total
expense, althoush the upwurd movenent was guite irrecular in nature. Thus
moving from the smallest to the lurecest sizes of owned outlets, the rutio
dropped from 7.9 per cent in the smallest to 6.0 per cent in the $10,000 to
$20,000 sales gize, increased to 7.8 per cent in the next, then declined to
7.4 per cent in the 30,000 to 50,000 grouping to rise finully to 8.5 per
cent for stores having sales of 50,000 or over. The charp drop from 7.9
per cent in the smallest to 6.0 per cent in the next larger store size purtly
reflected the unusuual drop in the payroll ratios and partly the decline in
the ratios for other operating cxpenses, while the small decline from 7.8 to
7.4 per cent between the {20,000 to 30,000 und the $30,000 to $50,000 sales
sizes was caused mainly by the decrease in the average for other operating
expenses which more than offset the gain in the payroll ratios. These
irregularities, however, would huve ironed themselves out into progressively
larrer percentuges if the five sizes of business hud been reduced to three
groupings for stores having sales of less than $20,000, between $0,000 and
850,000 z2nd over $50,000 in the year under review.

The larger stores had the lower net earnings ratios

Proprietor's net earnings before income taxes and withdrawals in-
clude both the rewards for the operator's scrvices and his returns in the
form of net trading profits. 3o defined, net earnings as percentages of sales
were for the most part smaller in the larger sizes of stores. For cwned &
establishments this was due partly to the generally upward niovement ir the
total expense percentages and purtly to the fact thut irregularities din the
size~of-business pattern for these rutios were offset by opposing variations
in the gross trading profitipercentages. | Thus ret curnirngs dropped from £.8
per cent in the sm:llest sales size to 7.8 per cent in the $10,000 to $20,000
sales de! ass ,, flebtened oud: atelfienlower; figure jof "6, & pexn centahin he (w0,
larger groupings and receded finally to 5.9 per cent of sales for stores having



sales of $£50,000 or over. In the case of the two averages for rented
general stores a similar trend is apparent, the net ezrnings pexgcentaze
dropping from 3.1 per cent in the $10,000 to $20,000 store size to 6.4 per
cent in the $30,000 to $50,000 sules category.

In spite of the downward trend in the ratios, howevey, the
dollar averages for net earnings expanded steadily from the smalléer to the
larger sizes of general gstores. loving from the smallest to the largest
sizes of owned estublishments, the averages rose from 3550 per store in
the less than %10,000 sales grouping to 1,226, $1,682, 2,790, and: 5,503
per outlet in the four larger sizes of business. The sharp gain in dollar
net earnings between the two largest sales classes was due of course to
the pronounced gain in sales volumes, for averase sules per store rose
from $40,913 in the $30,000 to 350,000 to $33,464 in the 350,000 and
over classificuation.

Operating Results of Continuing Stores in 1341 and 1244 Conpared

Only €9 out of the 169 usable schedules received from country
general stores co-operating in the recent survey of operzting results
gave Tizures for both 1941 and 1944. ‘hen these were sorted into the
three enlarged sales classifications and then broken down betwecen owned
and rented establishments, however, only 3 schedules were included in the
$50,000 and over sales size for remted stores. 3Statistics are tuerefore
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,
10 and 11 reports forming the basis for the figures on operating results.

It is important to note that for Table £ the schedules were
assigned to their sales sizes for both 1941 and 1944 entirely on the busis
of the sales reported for 1941 regardless of the dollar volumes they
obtained in the later year. For Table 1, on the other hand, the schedules
were classified into their sizes of business by the suales they guve for
1944, Resulting from this procedure, the averuges appearing in Table 1
are not directly comparuble with those given in Table 2 for the same year.
This is because the schedules making up, for instance, the 50,000 and
over store size in Table 1 may, uand probably do, differ somewhat from the
individual reports included in the same sales grouping for 1944 in Table
2% Nevertheleas, the method used in sorting the schedules Tfor the latter
table does rernit the trends in operating results between the two years
to be deternined for identical 2nd continuing stores. These trends, how-
ever, are not necessarily accurate indicutors of the average expericnces
of all such stores because the samples are too small to enable this pro-
jection to 'be made.

Turning now to the statisties presernted in that table, a glance
at the sales totuls is sufficient to indicate the marked increases which
the continuing stores experienced between 1941 and 1944. These in fact
amounted to about 48, 46 and 6€ per cent over 1941 levels for the less
than $20,000, the 0,000 to $50,000 and the $50,000 and over sales sizes
of owned stores, and to about 62 and 28 per cent for the two smallest
sizes of rerted outlets. Juch gains represented a total increase of 54
per cent for the owned and of 50 per cent for both owned and rented stores.
Against these must be set the increase of 33 per cent shown in the Burezu's
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indexes for a ruch lazarger sample of continuing general stores. It is
obvious, therefore, that quite a number of stores reporting in the recent
survey experienced sales pains considerably above many of those included in
tne 3ureau's sawple for monthly sales trends.

Inventory turnover was faster in 1944 than 1941

In view of the substantial zains in sales, it is not surprising
to find that the reportingz general stores turned over their average inventories
of nerchandise at considerably faster rates in the luter year. This was
true of all Tive of the sales and oeccupancy classes of stores. Thus for 1941
the five averaces ranged between 2.4 and 3.6 times per year uand for 1344
between the higher outside limits of 3.5 and 6.2 times per year. This up-
ward shift in rates of stoeck turnover, however, was partly caused by changes
in inventory positions. In the two smaller sizes of owned stores, average
inventories per store zt the end of 1944 were valued at 5 and 3 per cent
higher than at the close of 13941 while in tle lurgest a decrease of about 2
per cent was recorded. For rented estublishments with soles of less thun
$£0,000, the aver:ce ending inventory was almost 7 per cent higher but in
the 520,000 to $50,000 sales cluss a decrease of about 23 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. 1n surmary, the five figures for averege inventories
ranped between 53,943 and 516,089 per store in 1941 sguinst outside limits
of %3,758 and 515,811 in the later period, and by size of business moved
steadily higher in both years as the stores became larger. N

nross profit ratios averaged lower in 1944 for reporting stores

Cross trading profits as pcrecentages 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 oceurred in the 520,000 to {50,000 grouping for rented
stores and in the less than 0,000 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 gross trading profits remuained
virtually unchangsed from their 1341 levels. These decreases are made ull the
mnore pointed by the fact that the reporting grocery und combination grocery
and meat stores a2lso experienced lower rates of gross profit in the more
recent year. Nevertheless it would require a considerably lurger 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 averages for
totul operuting expenses, the contractions in four of them ranging between
0.9 and 1.9 percentage points and representing decreuses varying between
10 and 19 per cent from the 1941 rates of total operating expenses. Overall
the five series of rutios for total expenses ranged between outside limits of
2.4 and 10.2 per cent of sales in 1941 and betvieen 6.9 and 8.6 per cent of
sales in 1944. 3y size of business, moreover, the total expense percentages
follovwed the usual pattern and were higher for the bigger stores in both
years.
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Higher net carninss percentagses exverienced in 1944
b " 3 = ~

Incorporect ing the results of chunges in the ratios for gross trading
profits and totul operuting expenses, proprietor's net eurnings before in-
come taxes and withdrawuls when expressed us percentages of sales were
higher in three of the five nrouplugs of stores in 1944 than in 1941. These
gains were recorded by rented stores in tie smallest, and by owned

stablishrents in the {20,000 te $50,000 and $50,000 and over sizes of
busineiss wneae -hile .aversges moved up firon 20.5 tol 12.3 per cent; LTroit & .07
to 6.2 per cent and from 5.& to 6.6 per cent, respectively. For the other
two classifications, however, the ratios werc practically unchanged fron
their previous levels. In summary, the five ret eurning percentages varied
between 5.7 and 10.5 per cent of sales in the earlier znd between 6.2 and
12.35 per cent in the later period. dhen expressed in dollur figures average
earninegs per store were all much higher in 1944, end resulted mainly fron
the much larger sales volunies which were experienced in the more recent
period. In this regurd, the averages for owned stores ranced upward by
size of business from 393 to 53,921 per store for 1941, and from AL 4dn
to #7,456 per store for 1944.

Payroll percentages, tended to remain fairly stable

Anmong, the several types of operating expenses, the ratios for
erployecs' salarics and wuges for the most part showed little change from
1341 levels. The experiences of ouned stores with 1941 sales of $50,000
or more, however, differed somewhat from the general trend because their
payroll ratio declined from 5.6 per cent in 1341 to 4.£ per cent in the
later periodi——Oversadls—tie vczccntqvau ranged between 1.5 and 3i6-per
cent in 1941 and between 1.7 and 4.8 per cent of sales in 1944, In all
cases, however, tle substantial increases in sales between the two years
rmeant that the reporting stores were cctually paying out considerubly rore
in payroll in the later period. By size of businecss, the payroll ratios
adhered to the usual pattern with tlie larger stores in both years having

the higher rates of expenditure lor salaries and wazes.

Rentals amounted to £.7 and 1.4 per cent of the sales of rented
stomes with "sales of léss than §20 000 and 80,000 0 350,000 in 1541 ‘snad
vo siLe andti, @ peir cont’ ot dic ik volumeu Tfor these two size groupings in
1944. This, of course, is a natural trend for rentals sre fixed dollar
outlays und hence formed smaller fractions of the cxpanded sales volunmes
which were obtuined in the nore recent period.

Advertising eosts us percentages were very small in 1941 and 1944
with the averages runging between less thun 0.1 and G.2 per cent of sales
in both periods. Depreciation allowances, on the other hund, were somewhat
greater, the five averuges varying between 0.6 znd 1.1 per cent of sales in
1341 against outside limits of 0.3 and 0.9 per cent of sales in 1944 and
were all somewhat lower in the more recent year. In view of the increases
in sales which the reporting generul stores experienced, however, it is
probable that for many of thew the dollar allowances were uctu"’ly greater
in 1944. 35y size of business the depreciation expense pereentages were
smaller in both rears for the bigger retail outlets. The depreciation
averages for the owned semerzl stores, norcover, were lzarger than those of



w0

their rented counterparts in threce of the four cuses in which conparisons
cun be made.

Other operating expenses, the category which ineludes all remalning
costs of operation, were lower as prercentaces of sales in three of the five
sroupings of general stores in 1944 and virtually unchanged in the two other
cases. Thesc averages runced vetween 3.0 and 5.4 per cent of sales in the
former year ané between £.2 and 4.5 per cent in the later period. - By size
of business the ratios in both years decreased as the store sizes becane
lurger. Reflecting the hicher content of occupancy costs, the other expens
ratios for owned stores were hicher in both years than those which the
rernted egstablishments experienced,



Table l.--Country General Stores -

- 24 -~

Operating Results for Stores Classified

Aceonding

to 1944 3Sales 3ize

and Occupancy Basis, Canada, 1944,
?

AMOUNT OF ANNUAL SALES

Item Less than 10,000 $10,000 to 419,999
Owned | Rented owned | Rented
GENERAL INFORMATION
1. Number of Stores Reporting ..:..«. 27 22 5]
EEMEEC NS ETE S | o ene oTniskel a,oTeHo o] slel o) S10,s4¥e, 2L WISLEDNSI1E $%45,541 $234,891
Bharaverage Sales Per SLore! | . s ..k 6,218 15, RO6 15,659
Total Inventory Reported, SANPLE
4. Begdnising 'of Year” k. 8- Moagea i 95 620 64,742 45,141
Bl Endofl ¥ear| M. 5 . Gia P )e. Bl 2 FUROG 72,141 51,500
6. Aeracalforivieary, Al S8 Sal Epes HoR O7H 68,442 46,321
Average Inventory Per 3tore, SMALL
79 Yivgl Jent, YEEue 88 o BNEE L L BTN 2,088 &t ey 3,433
B, Ceosii ofitocdsiSold .U, . 8 SNEINL 4 141,204 29% 856 195,194
9. 3Stock Turnover (times per year) .. 2e6 4.4 | 4,0

11.
12,
13.
14,
15.

16,

17.

18,

SROSS WRraddme | PRoli £ %ol s deid e o/ 3

Operating Expenses:
Employees' Salaries and Jages ..
IS RIS oo O B O S b i - o o0
AAVERTASHNRG kel srae . 3-8 P L Eighs
DepneclaliontE Ll | okl
Other Cperating EXPENSES ceeeee.

Total Operating EXDENSES .eeeeeecas

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

Average Proprietor's Net Earn-
Pngs FPerdGEorer |, *. gl gt T

(Items Lxpresscd As Percentages of Sales)

PRCFIT AND LOS3 DATA

16.7 15.8 16.9
2.0 1.4 A 55

- SAPLE - 1.6
(a) w W @l
1.8 TOO 0.7 0.8
4.8 &.8 5.4

SNALL

7.9 6.0 7ad
8.8 0B g
$550 _ 81,526 1,486

(a) Less than .05 per cent.



Table l.--Country fGeneral Stores - Operati: - Results for Stere: Clussiried
according to 1044 Sales Size and Occupancy 2asis, Canada, 1944 (Cont.)

ANOUNT OF ANNUAL SALES

20,000 to 120,990 30,000 to 340,999 ¥50,000 and Over
Owned |  Rented Owned |+ Rented- | Owned | Rented
GENERAL INFORMATIOM
25 24 k7 ee) 1%
$619,418 £981,906 8660, 739 #2,710,445 2.
24,777 40,913 38, 867 93,464 3.
SAMPLE SAMPIE
126,104 160,705 118,932 429,370 4.
150,997 TOO 172,826 124,992 458,531 TO0 5.
128,546 166,766 1235, 962 443,951 6.
SMALL SMALL
5,239 7,201 7,352 15,811 s
?
528,983 42,475 556,342 2,320,141 (25
4.1 Sl 4,6 o3 s
PROFIT AND LOSS DATA
(Items Expressed As Percentages of Sales)
14.6 Ry adeg 15.8 14.4 10,
il e 4.5 4.5 e
- SANPLE - 0.9 - SATPIE D
@l (G} 0.2 O, QLS
0.6 TOO (0736 (6,5 0.4 TQOO 14.
), 10) EW/ g Bris) A1)
SMATL SMALL
%38 7.4 9.4 805 158
8.8 6.8 6.4 5.9 37/

#),682 42790 42,475 $5,503 18,




Table #.,~--Country General Stores -~ QOperating Results fo

Stores Classified

According to 1941 3Sales Size und Occupancy Busis, Cuana

ng
3o, 1941 und 1944.

ACULT oF

B NET T

Bl et -‘lI.- Sx"\laE.s)‘c‘

Item Less than 20,000
e 1l 9 4 4
owned | Rented Ovmed | Rented
GENERAL INFORMATICH
1. Number of Stores Reporting ...... 32 g St 8
Rl SEBEE| A «idhesegt moie oobee 54 G TP ABOD OB $24,109 £530,403 $136,150
Sh hveaces®al o] 16l SUOLE e diiis o o 1) s 53 11) 10,514 1.6.,075 i 7AONG
Total Inventory Revorted,
4, Bes NG QL YEad J u ds)/ e # 8] Jfaze 1983187 26,489 124,452 25,307
Blel . FOAMGIE YEALY o aelere, Gotel Tole o &oril < ane 126,184 28,231 133,000 30,062
6. Average for Year vceevesseccesa 122,156 27,360 128,716 27,685
Average Inventory Per Store, H
5 Bd" of YeaT! . lopdupe dotnsieiose o « ol Sl 3,943 5,529 4,156 3,758
BaCost of (Gobdshsold o o Lo d 8o B 297 Y65 68,128 445,008 110,009
9, Stock Turnover (times per year).. 2ed Erk =V D . wre

10.

119
Ay
13.
14.
152

g6

L7

18.

Gross -Trading -Profit

Operating Expenses:
Employees' Salaries and Wages
Rent ...
PAANVEEDHISHITIGE | conai. Bl Al o i
e € Cr GGG o e “saoill s s SR L0, T
Other Operating Bxpenses ...

CveBBOeCE s Vo wHES =t e

Rotadm@peratdng-Hxpengesta g

Proprietor's Ket Earnings Before
Income Taxes :and Withdrawals ..

Average Froprietor's Net Earn-
IHgsePar=5 3 oI ems: sh =M tTT T T,

PROFIT AI'D LOSS DATA
(Items Ixpressed As Percentages of 3ales)

19 ;2 19.0 16.1 19.2
1.8 1.5 1.9 1.7
4 2.7 - ol
0.2 (a) 0.1 (a)
17D 1.1 0.9 0.6
5.4 3.2 4.5 2.8
8.4 £.5 7.4 6.9
I !
2,8 10.5 e.7 J 12.3
$993 41,106 1,442 41 42,092

(a)

l.ess than .00 per ccnt.



Table 2,--Country Gereral Stores - Operating Results for Store assified
daccording to 1341 Sales Sise und Occupancy Basis, Canadu, 1341 d 944 (uont.)
i _ AMOURT (P ANNUAL SALES i
20,000 - $49,999 900,000 and Over
Tigr4' ] 19 44 s 1 Il 1944
Oowned | Rented Owned TvRented Ovned | Rented Owncd [ Rented
GEIERAL IITPCRIZATION
25 1L 25 BLL 10 10 1
$791,534 |5337,468 (51,152,243 |5451,021 | $668,740 121,345 2.
31,661 | 30,679 46,090 | 39,184 66,874 112,135 B,
SANPIE SAMPLE
195,689 | ©6,465| 202,336 &2,772 | 148,275 150,793 4,
211,550 B2, (G568 218,856 £9,405 WEHTEE0 TOO TSRS T T0O JS.
203,620 | 105,762 210,596 | £6,089 154,582 154,452 6.
SMALL SMALL
2,462 | 11,369 e,754 | 8,128 16,009 15,811 7
677,553 | 279,761 | 982,863 | 362,489 | 561,742 953,143 8.
(5] 246 4.7 4.2 3.6 6.2 2
PRCFIT ’ﬂ‘ D' LCSS DRATA
(Items Expressed Percentages of sales)
14.4 17.1 14.7 15.9 16.0 [_‘ 15.0 A0k
=t
3.4 4.3 3.6 4.2 ) (5 4.8 8130
- 1.4 - 1,0 - SANPLE < SANPLE i
0.1 0g2 Ol (0) 72 9521 )3 13.
0.8 0.6 086 0.3 0.6 TCO 0.4 T0O 14.
4.4 B a0 4,2 2.9 3.9 Sk 15,
SMALL SNALL
8L 7 96 E.O 8,6 10.2 B 16
Do 7 7.6 6.2 7.3 5.8 6.6 W7y
$1,009 | 42,342 $2,676 | 42,847 £3,921 47,456 1€,




PART TI1 - CEKERAL MERCHANDISE AlD DRY GOCIS STORES

Trends by Size of Business, 1944

General merchandise and dry goods stores, acccording tc the definition
used in the 1941 Census of Merchundising, conprises two different types
of business. Cne represents stores located in pluces of £,000 population
or over and sellirg a generzl line of zoods which usually includes food
products. Such establishments would be clussed us country general stores
if they were situated in places huving less than 2,000 persons. The second
type consists of a number of stores specializing in the sale of riece goods.

As a further deseription, the percentace distribution of the
sales of general 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 linens and notions and smallwares bulked heaviest
with 29 per cent of their total sules. Tood products were alsc important
at 17.3 per cent of sales while household supplies formed 1.5 and tobacco
products 1.1 per cent of total dollar volume. iiomen's, rmisses' 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
remaining 17.4 per cent was spread over a wide runge of goods, including
hardware at 2.5 per cent; fuel at 1.6 per cent; furniture, 1.5 per cent;
paints and varnishes, 0.8 per cent; radios and electrical appliances and
supplies, 0.6 per cent, and miscellaneous merchandise at 10.4 per cent of
the total sales so analyzed.

foods sold by country general and general rmerchandise stores

Since both country general and general merchandise and dry goods
stores handle such a diversity of merchandise.z comparison of the commodity
distributions of their sales may be informative. 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 and other
rural customers. Food products, household supplies and tobaccos therefore
bulked heavier, forming about 43, 3 and 4 per cent of théir sales =z:ainst
corresponding figures of 17, 2 and 1 per cent for general merchandise
stores located in the larzer centers. Footwear riade up 5 per cent of tie
dollar turnover of the country stores und only 3 per cent in the sales
volume of the general merchandise estublishments. Similarly, hardware
and paints comprised 5 and 2 per cent of country general store sales apgainst
S5 and slightly 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
ut 6 and 4 per cent of the sales of the country sgenerzl outlets, however,
were Virtuazlly unrepresented in the sales of the general merchandise stores.

The gereral merchundise stores, on the other hand, concentrated
much more on Selling apparel and other lines of shopping goods to their
nore urbun customers in 1941, The biggest difference appeared in dry roods
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and notions which made up 29 per cent of their sales aguinst only 4 per
cent for country general stores. iomen's, nisses' and children's clothing
came next at 17 rer c¢ent in contrast to 4 per cent for the more rural
@stablishments. llouse furnishings came third at 5 per cent against less
than 1 per cent for the country stores. The sale of men's and boys'
apparel items was about the same for each kind of store at 8 per cent of
sules but the types of merchandise probably differed in nature and price
to some extent.

Turning now to the table of statistiecs, a total of 170 un-
incorporated general merchandise and dry goods storegs co-operated in the
recent survey by returning usable reports on their operating results for
1944. These werc sorted into five sizes of business for stores with sales
of less than $10,000, with sales between $10,000 and 420,000, $20,000 and
430,000, £30,000 and #50,000, and for establishments having sales of
#50,000 or over. ihen such groupings were dlvided by types of occupancy
between owned and rented stores, nowever, only 2 reports for owned estubli-
shments were included in the %10,000 to {20,000 store size. lo averages
were therefore shown [or 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
sone caution.

Inventory turnover higher for the larger stores

Averace rates of stock turnover for the nine sules and occupancy
clesses of general merchandise stores varied between u low of 1.4 and a high
of <.3 times in 1344. ith but two exceptions the larger sizes of stores
turned over their averuge inventories somewhat fuster than the smaller ones.
This of course was a natural result for once balanced stocks of goods wers
established, the inventories could support, with only moderate increases,
proportionately lurser volumes of sales, In illustrating this trend the
stock turnover ratios for owned stores nioved up from 1.4 times in the less
than $10,000 to 2.7 and 4.3 times in the 20,000 to $30,000 and the {30,000
to 850,000 sales sizes to decline slightly to 4.1 times in the £50,000
and over sales grcuping. For rented stores the averages expanded from 2.3
isthe . smalliest to 3.2 2568703 8Mand “4i0/taines 4nf the FourMiarserisizes
of business. In relution to the country generul stores, however, the general
merchandise outlets had "Yower rates 'of stock turnover in all six of the
comparable sales and occupancy groupings, a reflection of the smaller
proportions of the fast-selling food, household supply and tobacco products
which they carried.

3ecause of the fairly low repeat demand and the style, nrice
and size factors which featured many of the products they sold, the general
merchandise stores apparently found it necessary to carry substantial
quantities of goods in stock. Even the owned and rented stores with sales
of less than 210,000 on averaie had inventories amounting to $£,737 and
1,812 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 estublishment
in the $30,000 to $50,000 size and to $18,790 and {15,329 per outlet for
stores with sales of 550,000 or over. The sharp increases between the
two largest groupings were due muinly to the considerable expansions in
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saules because owned and rented stores in the §50,000 to (50,000 category

had averaze sales of 436,638 and 38,270 per outlet aguinst averages of
©105,471 and $5€4,174 per store in the largest size of business. The

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

those of similarly-sized country general stores in five of the six categories
in which comparisons can e made, a Tact again explainable by the

differences in tie commodity muke-up of their sales,

Chunges in inventory levels .between tlie beginning and the end
of' 1944 were somewhat mized for the nine groupings of stores. Decreases
from beginning figures predominated among the four sizes of owned establishe-
ments where thrce of them in fact showed declines of ubout 4 per cent
aguinst one which recorded zn incrcuse of about 4 per cent. Gains, on the
other hund, outnunbered declines anong the five classes of rented peneral
merchandise stores where increases of €, 20 and 3 ver cent were scored in the
three smuller sizes of stores against contractions of 10 and 2 per cent
in the two largest classifications. Cverall, the four catcgories of ovmed
stores experierced an inventory decline of about 3 a&nd the five groupings
of rented outlets an increase of about 1 per cent from beginning valu-
ations.

Smallest stores obtained highest gross profit ratios

Gross trading profits in eight of the ninc sales and occupancy
groupings ranged between 24.2 and 30.3 per cent of sales in 1944. 1n one
of them, however, the unusually low Tipgure of 16.6 per cent was recorded.
This average probably reflects the presence of z number of erratic con-
ditions in the grouping such as the inclusion of stores with relatively
high proportions of food sales, of stores experiencing inventory losses,
etc.,

By size of business, the highest average rutes of gross trading
profit were secured by the.smallest stores, the averzre for the owned ones
amounting to 30,3 and for the rcnted ones to 30.1 per cent of snles., From
these points, and omitting from the comparison the mbnormally low ratio of
16,6 per cent secured by owned establishments in the $30,000 to $£50,000
sales grouping, the averages for owned outlets dropped to 28,1 and 25.4 per
cent in the §20,000 to 30,000 and tae $50,000 and over sales sizes, while
for rented ones the ratios stood at the lower figures of 25.6, 26.3, 24.2
ande 27 Jlisof ssales sin tihe ) feur~larger delgssi flilcat i cnge+-There was- thus  ne
clear tendency for the percentages to vary either directly or indireectly
with amount of sales made. In compurison with country generul stores, the
general merchandise outlets had higher rates of gross prefit in all six of
the corresponding groupings. This was probably due riainly to differences
in the commodity composition of their sales for the general merchundig
stores sold larger anounts of apparel and dry coods itens on which the mmri
ups were generally aigher than those which food products carried.

Payroll ratios higher for the larger sizes of stores

Among the operating expenses, the nine averzses for employees!'
saluries and wages veried between 1.4 and 2.4 per cent of sules in 1944.
With but two exceptions the larger sizes of stores had tie higher payroll



percentages, thne ratios for the four groupings of owned estublishments
increasing from 1.4 per cent in the less than $10,000 to 9.4 per cent in
the $50,000 and over sales size, and those for the five clusses 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 for smaller shares of the enlarged work and hence found it
necessury to ndd to tiheir sales stuffs to handle the greater selling and
other activities of their businesses. Compared with the experiences of
the reporting country general stores, the general merchundise outlets had
higher payroll percentages in all but one of the six corresponding classi-
fications. These differences probably resulted principally from the
rreater amount of time required to handle and sell the larger amounts of
shopping and less staple lines of goods which the general merchandise
stores usually carried, but the fact that they were located in the larger
centers of populetion could zlso have been partially responsible.

Average rental ratios generally 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 reported dollar volumes. These
generally followed the usual pattern and were lower for the larger
astablishments, the ratios dropring from 4.2 in the smallest to 2.6 per
cent in cach of the next two larger sales groupings, to 1.8 per cent in
the ;30,000 to $50,000 sales class and then rising slightly to 2.3 per
cent for stores with 1344 sules of 50,000 or more. Comparisons with
rented country g¢eneral stores, however, can be naude for only two store
sizes. In these the peneral merchandise outlets hud the hicher rates of
rental expense, a fact which probably reflects the influence of the
larger gizes of locality upon their rental costs.

Advertising expense ratios for the nine sules und occupancy
groupings of general merchandise stores ransed between 0.1 and 0.6 per cent
of snles in 1944. By size of business the movement wus guite erratic,
there being no clearly nerked tendency for the lurpger stores to have
either higher or lower expense nercentages for publicity. In compurison
with country <enerul stores, however, the ceneral merchandise outlets had
hisher advertising exrense ratios in four of the six comperable groupings
while in the other two they were the same as those recorded by the country
stores.

ixpreciation and other expense ratios also averaged lower

Nepreciation allowances on the fixed ussets of the reporting
flenerul merchundise stores when expressed as percentuges of their sales were
cencrally lower for the larger sizes of business.  For owned establishments
the four ratios declined from 1.5 per cent in the less than $10,000 to
0.7 per cent in the 50,000 and over store size while for the five sizes
of rented stores the averages declined from 0.7 to 0.4 per cent. This
downward trend is'a reflection of tic¢ hirher investment in fixed store
assets in releation to the sales volume which the smaller outlets obtuined.
Me to thelr ‘greater investments in buildings and fixtures' the depreciation
exrense percentages werce naturally somewhut larger for those stores which
owned their own premises. In comparison with the depreciation exrense
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percentages of their rural counterparts, however, no recular pattern, was
" apparent, for in three of the six coxresponding grounings tie, genaral

us
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mnerchandise stores had tae alghaer ratict while 1w the otasy
were sonewhat lower.

Al other oparating exm@nses ipcluding supplies, communications,
taxes other than income taxes, insurance, light, heat and power, repairs,
interest on borrowed money, etc., werc grouped under one leading. Some
of these, of course, werc cormonly cxperienced and therefore quite uniformly
reported while others may not huve veen so generally encountered nor so
consistently included. INevertheless, the rutjos for these residual
expenses were consistently lower in the lurger sizes of general rmerchandise
stores, a trend probubly resulting from the inclusion of various items of
fixed costs which vary inversely with szles. Thus for owned establishiaents
the ratios ranp:ed downward from 7.4 per cent of sales in the smallest to
3.9 per cent in the largest store size and 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 occupancy costs which the latter
type of outlets experienced. In comparison with the reporting country
general stores, moreover, the general merchandise estublishments had
the larger percentages for other operating expenses in all six of the
classifications where comparisons can be made.

Total erzpenses ratios were irregularly higher

Summarizing the expenses just described, the nine averages for
total operuting expenses varied between 3.5 and 15.2 per cent of sales in
1944. nGoing from the smallest to the larpest sizes of stores the trend in
these percentuges was highly irrepular, the averages for owned outlets
moving, from 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
per ecentiinrtne smull€sty to il 2§, L4550 d2feand 1552 nen cent, dn e
bigeger sizes of stores. Generally speaking, the larger sizes of un-
incorporated stores usually have the higher percentages for total operating
expenses. OSuch a trend vwould have been apparent here if the five sizes
had been combined into three groupings for stores having sules of less
than {20,000, betwecen #0,000 and 50,000 and of {50,000 or more. Reflecting
the influences of factors already discussed the total expense ratios of
the general merchandise outlets were all higher than the six corresponding
averages obtained vy the country general stores which reported their results
for 1944. »

Net earnings percentages were lower for bigger stores

Proprietor's net earnings before income tuxes may be reguirded as
comprising two elements,~ one consisting of the compensation for the operator's
managerial services and the other representing his annual return in the
forrn: of net trading profits. Including these, the nine ratios for net sarnings
varied between extreme limits of 7.1 and 19.7 per cent of sales while the
middle seveu ranged between thie 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 percentuges moved irregularly downward from
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19.7 in the smallest to 11.2 per cent in the largest of Lhe four groupings
of owned and from 15.2 to 11.9 per cent of sales for the five sizes of
rented estublishments. Resulting direetly from their higher percentages

cf gross profit, noreover, the generul merchandise stores obtained higher
ret earninss rutios thun those which the six comparsble pgroupings of country
stores recorded in tlie yeur under review.

Actual dollar figures for net ecarnings per store were generally
much higher for the lurger thun the smaller general merchundise stores.
Among the four groupings of owned stores the averages moved upward from
51,125 ver store in the smallest to 4,019 in the $0,000 to $30,000 store
size from whieh it dropped to 52,593 in the next and then jumped to
£11,762 per outlet in the lurgest sales grourimg. For the five classes of
rented stores, however, the averazes increased steadily from $€62 per out-
let. in the smallest to #8,016, H5779, 3 B97 and 310,036 pe¥ Store Jn'the
four larcer sizes of establishments. The substuntiul gains between the
two lurgest sizes of business were due of course to major expansions in
the dollar volumes, the average sales of $36,63€ and $3€,270 per owned and
rented store in the $30,000 to (50,000 sales size belng greatly cxceeded
by the averages of $105,471 and ;84,174 per owned and rented outlet in the
lareest size of business.
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Jenera: .erchapdioc and Dry Goods Starcs - Uperating Results for .atuu,
0% .‘r;";f:‘j '(I_ _A_____ r%m_{’;_ '_g :9«4 }c* __ol:_r_ _j_ _d__i\ cupaney }30 , L }C_T{n::-._d-a‘," i9%6.
AMCUNT OF ANWAL SALEGS e
Ttem Less than 210,000 $10,000 to $19,999
Owned | Rented owned | Rented 5
GENERAL INFORMATION
-3
1. Number of Stores Reporting <...... 10 39 30 ;
2, Toba) Mles . io. . e theransisss T £56,387" MEaE 065 $ae2.dz2 ¢ 4
3. Average Sales Per 3tOTre .ceeveveon 5,699 5,668 14,069
Total Invertory Reported, SAVPLE
VU T W e 1 o (AR~ Sl 20,537 o4y 91,870 X
B iG] 6 IO 5% ST ol el ] g il Aod 70,652 T0O Q2 e 1L '
(530 veltagel torhrear. . Lk . et . S, AN S 693,042 100,896
Average lnventory Per Store, SKEALL ;
B T M ™ T o v e e 2o o e e b 2,737 1,812 3,664 :
Belvie ity Mol S CoBISINSEIA " . 558 o o ool o S H20 154,523 314,022 3
9. 3tock Turnover (times per year) .. 13 Lo Bl ;
PROFIT AI'D LOSS DATA
(Iters Lxpresscd as Percentages of Jales)
10. Gross Trading FTOfit ..veeeeeesess 30.3 30.1 25564 | bl
Operating Expenses: '1
11. Employees' Salaries and Wages .. l.4 3.0 2.8 ;
2N I RETN R, o i ied L A R N - 4.2 SAMPIE o (6 ’
i RdVertd SHTE. « 5 o oraeds . BAREL |, S AN N (0] ()2 (0,5 i
B 4 | Betimociatfion . . . b ldeoe. be M 00 1.9 0.7 TOO 0.4 ';.
15k Other Operating Expenses ....... 7.4 GAIB one !
SMAIL ,
165 fRotalls ‘Operating: Bxperses L. .. .0+ & 10,6 14.9 189S i
17. Proprietor's liet Earnings Before E
Income Texes and Withdrawals ... L9 15.2 14.3
'
18, Average Proprietor's Net Earn- ;
igge Per #tors L. aatis Btk $1, 125 3662 A T




Genprsl Merchmudige and Dry Goods 3tores - Operating Results for Stores

....... o,

Clawsilied Acccrding to 1944 Salcs .ise and (ccupancy Basis, Canadu, 1944 (Cont.)

[ 4
AMOUNT OF ANNUAL SALES
$20,000 to $29,999 $30,000 to $49,999 $50,000 and Over
owned |  Rented Oowned | Rented owned | Rented
GENERAL INFORMATION
6 22 10 16 2 23 1.
Nl b2 $519,472 $366,376 $612,322 $1,265,650 [$1,935,995 2.
24,575 25 NS 36,638 38,270 105,471 84,174 3.
40,600 1331505 69,779 ‘127,260 236,184 359,900 4,
38,879 137,441 72,435 - 213,865 225,481 352,563 5%
39,740 135,246 TARIEOF 120,563 230, B33 356,232 6.
6,480 6,247 7,244 f/ L8 18,790 15,329 7.
106,018 382,851 305,558 464,140 944,175 1,411,340 8,
e P7XS 4.3 3,8 4.1 4,0 9.
PROFIT AND LOSS DATA
_ (Items Expressed As Percentages of Sales)
28, 1 26.3 16.6 24.2 25.4 2l 10,
Slas? 6.3 4.5 6.4 9.4 B,2 S
b 2-6 e loe = 203 120
Rl 0.6 0.1 0.4 )62 0,6 13.
035 0.5 0.8 0.4 OR7 0.4 | 14.
5.4 4.5 4.1 3.7 3.9 ) ST 15,
1519257, 14.5 3.5 12.7 14,2 15.2 16.
= 16.4 11.8 Zhsl! Shies 11,2 NINAS 17
"
#4,019 $2,779 $2,593 $4,397 $11,762 $10,036 | 18,
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