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EEFIPITIONSG. . ............

NET $ALES represent the real volume of business done. Allowances and dis-

—

counts granted to customers and value of goods returned by customers
are deducted from gross sales, but sales of meals or lunches provided

employees and sny goods withdrawn by the proprietor for personal use
are included. k

GROSS MARGIN is the difference between the cost of mercheandise sold and the
selling price. The cost of merchandise sold is calculated by adding the
beginning inventory to net purchases and deducting the ending inventory.

OPERATING EXPENSES are the amounts paid out for any and all expenses incurred

in the operation of a business, except the cost of merchandise. These
include:

Salaries and wages = paid to employees before deduction of
income taxes or unemployment insurance. Proprietors'
salaries or withdrawals aere included in Net Profit.

Advertising

Store supplies ~ used in the business during the year -
wrapping paper, office supplies, gasoline and oil for
delivery trucks.

loss on bad debts = during the year = amount writtem off
Less debts which are rescovered.

Texes and Insurence - business, property and water taxes,
licences including truck licences, and insurance
premiums carried for the protection of the business.
Income taxes and other taxes collected for remittance
to governmental bodies ere not included.

Rentals = monies paid for premises used only in the business.

Heat, light and power expenses - amount paid for these used
during the year.

Repeirs and maintenance - incurred for the purposes of keeping
fixed store assets, including delivery equipment, oper-
ating efficiently.

Depreciation ~ allowances to cover decreases in the value of
fixed store assets, including delivery equipment.

Qccupency expense - comprises taxes and insurance, rent, heat,
light and power, repeirs and maintenance, and depreciation.

Other expenses - telephone, telegraph, postage, bank charges,
legal fees, collection end suditing fees, etc.

NET PROFIT is the difference betweer gross margin and total expenses, and
includes proprietors' saleries and withdrawals.

STOCK TURNOVER is the number of times inm a year that the merchendise is sold

and replaced. The average of the beginning and ye&r ending inventories
is divided into the cost of merchandise.
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OPERATING RESULTS OF COUNTRY GENERAL
AND RETAIL DRY GOODS STORES

INTRODUCTION

The operuting results of country general stores and dry
goods stores ure presented in this report, which continues the series
of bulletins published in 1944 aund 1945. The survey is based upon
operating statements contributed by & sumple of independent unin-
corporated firms throughout the country in these two kinds of business.

Lkesults of earlier studies are compered with those of 1946.
Tubles &nd cherts clarify and fscilitate understanding of the text.
It is hoped thet merchants, students and others will consult these
reports as sources of reference and information.

Once euch yeur, at least, the merchunt must cone to grips
with the problem of reviewing his operations, and calculating his
expenses und profits. At the sene time he ney mske plans for the
coming months, applying his knowledge, experience, and personal
observations to increase the efficiency of his business. Tlis
bulletin has been preparea for the purpose of augrenting the mer~
chant's experience with ceta which describe the operations of his
own type and size of business.



Our studies do not attempt to deal with such matters as store
layout, advertising display, and salesmanship, which may be called
methods of operation. The emphasis here is upon operating results,
comparisons of orofit and loss statements and their component parts.

The necessity of maintaining some orderly system of book-
keeping cannot be over-emphasized. If some method of current record
keeping is not employed, it is difficult to compare individual oper-
ations with average experience as shown in this study. It is essential
that the meanings of terms be checked in such comparisons. For this
purpose a list of definitions has been inserted at the beginning of
this bulletin,

The comvonent parts of overating ratios are graphically
portrayed in the following formula and bar chart:

NET SALES=COST OF GOODS SOLD + GROSS MARGIN

e NET SALES )-]
R T A T Y7777,

. COST OF GQODS JOLD L EXPENSES -
Y

<GROSS MARGIN)J

GROSS MARGIN=EXPENSES + NET PROFIT



SUMMARY.......... .

SOUNTRY GHEIRAL STCOMGG

1. on the svercge, country genersl stores rvalized & gross margin

¢t 15.5 per cent in 194€, altered by only one point from the
AL increase in operating expenses,
perticularly salcries peia to employees, left a net profit of
6.6 per cent, & slighktly smuller ratio than thut obtained in
the previous yeasr anc the sane as the 1944 figure. (See Tabl

1945 ratio of 15.4 per cent.

below).

e l,

Z. Cross profits in 194€, as percentages of net sules, were irre-
guler in trend over the different size-of-business clusses, but
vere lowest in the nidale size groups.
the retuil truade, employees' salaries advanced in proportion
with increased volunme of business from 1.£ per cent to €.6 per

¢cent in the largest stores.

The rste of

In common with niost o

stock turnover in-

creused from .7 times per year in the snallest size-group of
stores to 5.5 times in the largest. (S

e Table o, page 1C).

%, let prof'its decreused from 9.z per cent of net sales in owrned
stores with szles less than $10,000 to 5.5 per cent in stores
with sales over $1CC,00C. This lesser ratio in the larger
¢lsss, however, represented greater dollar volume of net
sreiits per store.  (Sea Tatle 5, puge 310 )2

iy

i

TARLE L. - UPERATTRCG SReUINE OF CGUNTRY OBRESRAL STQWME - 1944, 1645, 1946
Item 1944 1945 194¢
:
Fumber of stores r1eporting c.vesese 169 56C 6C7
Average net sales per store ..... $ 56,464 42,492 47,7¢4
GroSS BATEIN cievecesessccssssnnsss | 14.7 15.4 15.5
Operating expenses:
Employees' sularies and wages ... S.€ Gei® 4.5
AAVEItiSing s.covescectcccaccsane (6 -l (500
Store SUPPli€s ...eevecevccoccens ) 0.8 | O.?L
Ly SRR e S T L 0,347 a6t -6
OCCUP&NCY EXPENSE eoseescasssocsn 249 2.5‘
All other eXpenses ...cceeceecescs 1a0 JLB0)
Total operating €XPense€s eecccooesc (£ BB £.6 5.9
Net profits before deduction of
proprietors' salaries and income
2257 " K o ol oB0 S O TR0 O 6.6 6. 6.6

(Items expressed as percentages of Let sules)
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DRY GOODS STORES

1. An average gross profit or mergin of £5.€ per cent was realized
by independent retail dry goods stores in 1946, somewhat lower
than the £7.3 per cent obtained in 1945. Although expenses
were reduced from the previous year, net profit was also lower
than that for 1945~ 1&.5 per cent in 1946 as compered to 18.9
per cent in 1945. (See Table &, below).

Z. Little change was shown in gross and net profits over the size-
of~business groups except in the smzllest cluss where the ratios
were somewhat greater. Seleries pald to employees as a proportion
of net sales increased with sales volune znu &tock turnover was
rore fregquent in the lerger stores. The inventory position was
considersbly better at the end of the yeer than at the beginning.
(See Table 4, page 1l&).

TLBLE &. - OPERATING RESULTS OF RETAIT, DKY GOODS STOKES - 1945, 1946

— =S ———— == ===t
l1tem 1945 1946
Nunber of stores reporting c.ceeececsoes 28], £4$
Aversge net sales per StOTe ceeeceoees $ B, 7686 37,204
Gross METEIN ocoeovsosssoesccocssosacacas AR 5.8

Operating expenses:

Employees! salaries and Wages cooc.eoe 6.5 6.9
AOVETLASINE oesvosescorsoseenvocsnssnse 0.6 C.6
Store Suppli€sS seveveovescssscccasnnns 07 (0572
BEGR AEDES" s e ¢ oo @l clells s 308 7o s 2lts 26 e s 0% L (@108
OCCUpElCY EXPENSE +scecccecssssoscnsace 4.2 Sheil,
Al)l other eXPEeNSES cceceescsoscensansa 1.9 1.9
Totul Operating EXPENSES ..vvescasovaoss 14.0 15.3
Net profits before aeduction of pro-
prietors! salaries &nd incore tax .... 13.% 1z.5

(Items expressed us percentages of net sales)
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OPERATIONS OF COUNTRY GENERAL STORES
1938 TO 1946 COMPARED

COUNTRY_GENERAL STORES

Cross profit or nmargin decreased from 1l6.1 per cent cf net
sales in 193€& to 14.7 per cent in 1944 and has risen since then to
15.4 and 15.5 per cent in 1945 &na 1946 respectively. NXet profits
were lowest ir 193E st 4.3 per cent, and changed little between 1941
and 1946, ranging between €.6 and 6.8 per cent of net sales,

The average sales of the sample stcres rarged from $37,714
in 1936 to $47,764 ir 1946 witl: 1941 the low point at $27,194. Begin-
ning inventories expressed as percentages of net sales declinea from
25.6 per cent in 193& to 16.7 in 194€. Stocks held at the end of the
year declined in ratio to sales from £5.4 per cent in 193& to 17.7 per
cent in 1945 and rose to 19.4 per cent at the end of 1946. The low
level in stock-sales ratio was at the beginning of 1946.

The rate of stock turnover rose from 9.9 times a year in
1936 snd 3.4 times in 1941 to 4.7 and 4.5 times in the later war yesrs.
This was no doubt aue to & greater dermand for mercharnaise which was in
more limited supply than in earlier years. The comparison of these
main items in the operstion of country general stores, is shown in the
following table. Conparable information concerning profits ana ex-
penses by size of business is illustrated in the chart on page 9.

COMPARISON OF MAIN ITEKS OF THE PROFIT ANL 1OSS STATEMENT OF COUNTRY
GENERAL STCRES - 190€E, 1941, 1944, 1345, 194€

-3 == — —— S
Beginning Erding Stock
_ ATS g irventory inventory turnover Gross et
Yo S % of net % of net times murgin protit
HEC, Froaie sales i sales pET year

¢ = % %
193€ . 37,714 aors £5.4 3.5 18.1 4.3
1941 . 27,194 4.9 éd.zc 3.4 16.0 (o7
1944 . 36 ,46& P WEL 4.7 14.7 €46
1945 . 42,492 17 .4 Nais7 4.5 15.4 6.8
194¢ . 47,764 16.7 19.4 4.7 15.5 6.6

DRY GOODS STORES

Fo comparable figures on dry goods stores ure available
prior to 1945. The riein items for 1945 and 1946 are shown in
Table £, page 6.



GENERAL DISCUSSION TABLES AND CHARTS

1. COUNTRY GEN¥R/I STOEKS

Stores classed sy country general stores are those carrying
4 gereral line of merchandice and situated in localities of less Than
£,00C population. Iood products bulk large in the comnmodity sales of
these stores, but it niore than EC per cent, the business was classed
as a food store. Other commodities generally handled are clothing,
dry ¢oods, shoes, hardwure and tobacco products.

When the 607 usable returns were classified by size of
business, there were only five in the rented category with sales less
than $l0,000. The results from this small coveruge were not considered
a8 representative and are therefore not shown.

Tfends by Size, of Business (Table o, page 10)

Gross profit or margin uecreased in ratio to net sales from
the smull store to the middle size of business then rose in the largesu
size groups. Net profits followed a general aownward trena in ratio as
busingss volume increasea.

Similar to other retail businesses, the ratio of salaries
paid to employees increased with volume of business. The other ex=
pense items remained fazirly constant over the various size ranges.
Stoeks held at the end of the year were greater in dollar value in
6ll size categories then at the beginning. (See Table 3, page 1C).
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OPERATINC;_ RESULTS
0
COUNTRY GENERAL STORES

GROSS MARGIN=NET PROFIT + SALARIES + OTHER EXPENSES

OWNEBR §TORES
ANNUAL SALES PERCENTAGE OF NET SALES

VOLUME e L R —.

20

. 1944 [
LESS THAN $|oooo ‘45‘

46 [

1938
\ .‘~ )
44 v:»»‘.x.‘:-':«;.v
45 B S
‘46 f

$10,000 - 19999

1938

Y4
Y

‘45

$20,000- 49999

‘46 ;r‘ftzgt R

$50000 AND OVER

1938

‘44
\45 <
‘46

,#I0,000— 19,999

1938 F
‘41
$20000-49999 Y44 f
‘a5 F
\46 9

1938
§50,000 AND OVER s
Yo b

20




Table S.~-Country Cerneral Stores - Qperating Pesults Classified accoraing to asnount

of innual Sules and Qccupancy Basis, CQunada, 194€

——
= ==

OWI'ED _ STCRES RENTED STORES
Item - taliler $1C,0CC [%20 .C00|$5C, 000 $100,000 | tnaer $1C, 000|550, 000 {$HC. 000 $100, 000
$10,000] , e to o= and Qver |$10,000] . to UG na- i oven
- 19,999 [$49,9991599,999[ Jailg $19,999]549,999[$99,999
Nummber of stores reporting .-...... 40 104 £09 97 4€ 1L 36 <6 &5
Average net sales per sStore ..... 3 7,535 14,594 | 52,287 69,487 | 140,174 15,914 33,195 71,739 | 154,966
Average cost of goods sold, per
BHOME ¢4+ 0 0ae e s 3o ags Be 015415 rose oot GHL . | Ol MUEFSPSIESNBERIE 37 s 15| 586,918 | "L1ER7ED 15,296 26,346 | 60,449 126,944
hverage inventory beginning of SANPLE
- Y Rl i A kT T 3:152| 5,486 11,400| 2,125 35,402 €,453| 12,189 1,596
Aversge inventory end of year ... Q £ 4555 3,518 6,254 | 15,505 5,600 5,750 7,189 14,9355 6,075
Stock turnover (times per yesr) Sl Seilts 4.7 4.8 5.0 3.7 4.2 4.5 Sl
Lverege net profits per store ... § €91 1,810 &£,169 4,52 7,647 1,299| £,c64| 4,758 1C,486
Fumber of working proprietors ..... 40 108 40 18% 66 zl 41 39 39
PROFIT £ND LOSS DATA
(Items Expressed as Percentages of Net Sules)
EREES) BT ANy TR R LSRR s 5 e SR 18.9 16.5 14.2 15 gt 15,3 lens 14.5 01547 1l
Opcrating expenses: :
kEmployees' saleariecs end wages ... e ® ) .8 £.9 4.0 5.7 Zrovi 5.1 4.9 6.6
AV ET UISATIGE e ioks o aileibishers o slel ats o ioTalo o Gk (O 1 (0 (CR (0} - .1 0.1 (&,0t4 0.5
Store sSUPPli€s .eceevecccosencess 1.1 0.9 .8 (G4 0.7 (O 7, C.6 0.4 0.6
EECOIE00 S g oo A L M Rrre SO 6 C.4 (Ol 0.9 0.5 Cg2 LOFE2 (017 Ok )
TuXxes Ll 1USUTELHCE covseescosnos 1.4 C.9 &7 Oi-'7 0.7 TOO (0) 77 G.6 C.6 G.9
.. Pl IR, LA — = . - = 1.8 1.0 ¢.9 0.7
Light, heat, and pover .......«.. 1 U7 1L 0.7 C.6 C.4 LSk O ONS 0.4
Repairs and maintenance ....oc.... ¢.9 6.8 0.5 0.6 0.4 0.4 0.5 O 0.4
G HE CHIE GETCTT B e blage cheXe s lsts < 5 feTeielere C.6 C.6 C.6 0.6 C.4 6.2 0.5 C.z 0.4
£11 other expenses ,.c.eeecesssse 1.4 0.9 (@, 1 (©) 1.0 0.9 0.8 1.3 1.
SMALL
Total operating expenses ..... —— S eic) oS 8.7 9.8 £.5 ot gl 11.9
Net profits dbefore deduction of
proprietors' saluries and incomne
1200 RN TP T S 5 oo IO ) W 2] 5t 2] (0 (G0 (Eh) HRS Bres 6.8 6.6 6.8

)
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<. DRY GOODS STORES

This class of store sells piece goods, notions, smellwares,
und clothing. To remain in the clussification, however, clothing
must not form more then 5C per cent of totel net sales. 4 total of
249 independent unincorporated stores submitted satisfuctory reports.
when classed by size of business there were too f'ew stores in the
ownea category with over $1CC,CCC sales volume to ellow presentation
of their results.

Trends by Size of Business (Teble 4, page l&)

Cross end net profits, as percentages of net sales, were
greater in the stores with sales less than 10,000 but remained
fairly constant over the other size groups. While sularies and
wages increased proportionately with sales volume, the occupancy
items of taxes and insurance, rent, light, heat, and power, and
repuirs decreased in ratio in the larger size stores.

Kvery size aud occupancy class held lsrger dollar volume of
stock at the end of the year than at the beginning. Kxpressed in
dollar velue, net profits ranged from $€E4 in the smallest size class
to $€,690 in the largest.



Table -Retail Dry Coods Stores - Qperating Results Clussified According to

*

Joount of jnrusl Sales snd Qccupancy Besis, Cunada, 1946

e SR e el i e

. OW'ED  STOIHS - RENTED  STCRIS
Ttem Budes [#10 égoo :;aoégoo 5550;200 $100,000]| Under :510;200 $3°;°°0 $5O€°°° $100,000
s S s [ &) O i
¥10,0901819,999 349,999 |09, 999 [#29 OVeT | 10,0001, 4 909 |uag, 999 (399,900 % OVeT
Nuniber of stores reporting ....... 3 & ) 40 lg 54 57 46 8 1G4
iverage net sules per store ..... $| 5,719 | 15,144 | 31,927 74,275 6,6€1 14,264 | 81,068 €&,865]| 174,736
rverage cost of goods sold, per
BEOT® +esceviccascosonneshons BBl 4,11080 | 11,735 | 244128 55,088 4,607 10,605 | 29,217 | 47,160| 1lct,114
Average inventory beginring of SANPLE
VEEOGME RIS TR R L g 1,551 4,807 { €,747) 15,168 299 4 ,CI98 6, 08811 ,190 | 22,570
Average inventory enc of yesr ... § 1,74 5,500 7,785] 19,143 ©,69C 4,756 7,851 15,655 «8,&17
Stock turnover (times per yeuar) ... 3 X8 % 5.2 1.9 .4 &2 S5 5,0
aversge net profits per store ... g £84 1,9c6 Bl 77 8,690 1,04 1,97 | 5,718 7,475 0,490
Number of working proprietors ..... ) 4 45 14 /5] 45 50 35 16
FRCFIT ANL LOSS DATL
(Items Lxpressed as Percentages of Net Sales)
GCross margir ....... o o R N pis ZE.0 o A “4 .4 2578 30.4 25.6 PO 550 6.7
Operating expenses;:
Erplcyees' salaries snd wages ... 4.4 5.4 5.8 Ghs 0.4 5.8 6.1 6.5 8.0
BV A S H NI s erese - » - ons sioRes kol N EN Yo s 0.4 (6551 0.3 (0] 2] 0.4 0.2 0115, 0,5 0.5
SHOECMSMRMANIES |, o 3 +onoishorsistenololusn petls CER (2 7 (0 /4 C.8 ¢.5 0.9 0]/ C.5 C.4
ot BENGI (51 )15 (< oo I ! T = =z R 0.3 61 0.8 (a) C.5 0.1 (Gl sl (a)
Taxes &nd iNSUXENCE +eeevrvane rA 7/ 1.4 J38 I8 Gilele) LA C.9 G.7 (e C.4
ety |1 SR I e O e = = = 2 5.8 2.7 L0 s .4
Iight, heat, und power .........-. 9l ) IO (05 (055 L8 (0% ] (o OhE oL g
REPALEE ARG REERNENCE™ " o o o s 0s &+ OS (0157 (034,77 0.6 c.8 O& G 0.6 U.5
DT ko BINOY R I 0 T o] e (R =t Qe 0.6 6.7 C.5 N5 O Craed 0.2 0.4
A1), OtherdeXpelses g ok wawe n. : sk 3 N 4D 2.4 .6 1.6 1.6 249
SNALL
Total operating €XpPElSES eeeesovass % 6 9.8 At (5 1¥.8 (0 11.8 15 .4 Tics /e 156.04
FNet profits before deduction of
preprietors® salaries and income
(v, SRR S SRR ) T KT T DT 15.4 L A8 1isdE 1.0 15.4 13.8 s TS Tib$7

(a4) Less than (.CErper cent
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