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PREFACE 

The following report is a study of the Canadian wholesale dry goods trade 
made by the Internal Trade Branch of the Dominion Bureau of Statistics in cooperation 
with Canadian dry goods wholesalers who contributed figures of their operations for the 
year 1938. The purpose of the survey is to make available detailed knowledge of opera-
ting costs insofar as the wholesale dry goods trade is concerned and to furnish execu-
tives of the trade with standards of operating margins and expenses with which they 
can measure their own results0 

Representative dry goods wholesalers and their accountants across Canada 
were consulted in'order to ascertain the type of information which could be provided 
conveniently and on the basis of their advice a questionnaire was prepared and sub-
mitted to 116 leading dry goods wholesale firms0 Unfortunately accounting systems 
vary and certain firms found it difficuib to suply some of the cost items requested0 
For this reason and because other questionnaires were answered incorrectly it was 
necessary to discard a number of the replies received. Fifty-seven questionnaires in 
all were used in compiling the tables published in this bulletin. Of this number 
22 were from wholesalers carrying a general line of dry goods and all of these were 
able to give the detailed breakdown of expenses called for in the questionnaire. The 
remaining 35 returns were from specialty wholesalers0 The 14 largest firms in thie 
group were able to give detailed figures, -while the 21 smaller firms reported major 
group totals only. These were firms with annual sales of less than $100,000 and 
probably because of the small size of their business they were unable to allocate 
their expenses to the detailed items of the questionnaire0 

The small number of questionnaires which were sufficiently complete to be 
used placed limits on the comparisons which could be made0 For example, it would 
undoubtedly be of interest to show the operating results of firms of similar size 

I
classified according to the province or economic division in which they are located, 
or the extent of the territory which they serve. It would be of interest to show the 
results.of the specialty- wholesalers according to the specialty lines they handle. 
But these and other comparisons could not be made without the possibility of die-
closing.individual operations and it has, therefore, been necessary to confine the 
study to broad groups. 

It has been pointed out that one of the principal objects of studies of 
this nature is to give executives a standard against which they can measure their own 
results. The standard offered is not one of perfection but is rather the standard 
of the "average" firm. Against this the executive can compare his own gross margin 
and items of operating expense. Knowing the peculiarities and requirements of his 
own business, these tables of."averages" may assist-him in determining what readjust-
ments, if any, could be made in improving his firm's position 7  

The Bureau acknowledges with thanks the assistance of those wholesalers 
whose care in completing their luestionnaires made the present study possible. The 
report has been prepared under the direction of Mr0 Herbert Marshall, B.A., FOSUSO, 
Chief of the Internal Trade Branch, by Mr. R. A. Cameron, B.A 
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OPERATING RESULTS OF THE WHOLESALE DRY GOODS TRADE 

CANADA, 1938 

General Line Who1ealer 

A sample consisting of tnty-two gnera1 line dry goods wholesalers with 
aggregate sales of $15,886,395 submitted detailed inforation rogirding their opera-
ting results for 1938. These firms operated on an average gross margin of 1918 per 
cent of net sales, had total operating..expenses amounting to 1884 per cent of sales 
with a resulting net operating profit of 0.34 per cent of sales, Other income to the 
extent of 1.37 per cent of sales increased the total profit ratio to 1.71 per cent. 
Stock was turned over at an average rate of 3.23 times during the year.  

General and administrative expenses accounted for 8.59 per cent of net 
sales; selling expenses, 8.21 per. cent and, warehouse, handling and delivery expense, 
2.04 per cent.. The principal general and administrative expenses were salaries of 
executives and salaries and wags of general office staff. These two items together 
accounted for 428 per cent of net sales The remuneration of outside selling force 
was the largest item of selling expense amounting. to 3.12 per cent of net sales. Ex-
pensos of travelling salesmen accounted for another 179 per cent The other principal 
items of selling expense were: remuneration of inside sales force and discounts allowed 
to customers. Remuneration of staff was the principal item of warehouse, handling and 
delivery expense, amounting to 1.39 per cent of' net sales. 

Table 1 gives a breakdoin of operating results in teris of percentage of 
net sales for 22 general line dry goods wholesalers classified by size according to 
volume of sales. The first group includes 6 firms with individual sales of between 
$100,000 and $499,999. The total sales of this group amounted to $1 9 521,366.. The 
second group includes 11 firms with sales of from $500,000 to $999,999, amounting to 
a total volume of $7,903,395. The third. group includes 5 firms with individual sales 
of from $1,000,000 to $2,000,000, their .total .volume of sales being $6,461,634. The 
possibility of disclosing individual operations prevented the use of questionnaires 
of firms with-sales exceeding $2,000,000. 

Firms with an annual sales volume of from $500,000 to $999,999 made the 
highest net profit in 1938. The 11 firms of this group had an average gross margin 
of 18.97 per cent and an operating. expense amounting to 18.29 per cent of net sales., 
Their net operating prot'it, therefore, amounted to 0.68 per cent which was increased 
to 2.01 per cent by the item of "other income)' Smaller firms, comprising the group 
with individual annual sales of from $100,000 to $499,999, recorded a loss on the 
year's operations which even their "other income" failed to make up. The firms of 
this grou had an average gross margin of 2L69 per cent of net sales.. Their opera-
ting expenses, however, amounted to 22.93 per cent.. Their operations for the year, 
therefore, reslted in a loss of 1.24 per cent. Revenue derived from "other income" 
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amounted to 094 per cent which reduced their loss to 030 per cent of net sale0 The 
five firms with individual annual sales of from $1,000,000 to $2 9 000,000 had a gross 
margin of l885 per cent, an operating expense of 18,55 per cent and, therefore, a net 
operating profit of 0.30 per cent. "Other Income" amounting to 1.53 per cent increased 
the profit on the year's operations to 183 per cent of net sales. 

In the acocinpanying tables gross margin was computed by deducting the cost 
of goods sold from the total net .SaleSQ The cost of goods sold was arrived at by de-
ducting the Decamber31, 1938, inventory from the total of the cost of goods purchased 
during the year and the inventory as on January 1, 1938 It is axiomatic that the 
gross margin will be determined by -the cost at which merchandise can be purchased and 
the price at which it can be sold, factors over which the individual wholesaler has only 
a very limited control,, Operating expenses on the other hand are factors over which, 
within certain limits, he can-exercise direct control. The importance, therefore, of 
closely scrutinizing every item of oerating expense is apparent. 

In the accompanying tables operating expenses have been allocated under three 
main headings: Genoxal and .Administrative, Selling, and Warehousing and Handling Ex-
penses0 Each of these main divisions has been subdivided into a number of minor classi-
fications, Some allowance should be made, however, for variations in reporting specific 
items due to diffe?nces  in the organization of reporttng firms, their methods of doing 
business, or their inability to segregate the items requested. For example, in the matter 
of employees' remuneratior, it .was perhaps difficult for some firos, particularly the 
smaller ones, to break down the salaries paid on a functional basis because of the varying 
duties .which each employee might discharge0 

Mercantile finns are not built along labour union lines in which it is often 
forbidden for the workmen in one trade to perform tasks of another trade,. On the con-
trary, members of the clerical or shipping staff of a wholesale house may at times 
functic•n as salesmen while salesmen may be assigned to both inside and outside selling 
activities or for that matter duties aside from selling altogether. The expenses shown, 
therefore, represent payments -to individuals according to the reporting firms' ideas of 
their functions -and do not necessarily represent the actual cost for the type of work 
indicated0 

GeneraandAmnjstratjvene5 

General and administrative expenses varied inversely with the size of 
busine, averaging 1263 per cent of sales for the smallest group, 908 per cent of 
a1es for the middle size group and 706 per cent of salc for the large concerns 

This decline in expense for the larger businesses was particularly marked in the item 
of salaries paid to executives, For every eale of $100, executives were paid $487 
by the group of small firms, $320 by the middle group and $223 by the group of large 
firms0 Aparent1y increased sales make it possible to effect economies in this item of 
expense. But it should be noted that executives of small firms may i.er!orrn many other 
duties such as inside selling,, the expense of which appears as "remuneration of inside 
sales force" in the returns of the larger firms., 

Another item of general and administrative expene which varied inversely 
with the size of business was the rental paid for property used in the business0 This 
does not necessarily mean that rental costs were reduced by increased sales, It is 
more likely to indicate that the large firms own their own premises whereas small 
firms rent. No classification has been made of the contributing firms on the basis 
of whether they rent or own the property they occupy so that it is impossible to draw 
any definite conclusions as to the effect of increased sales on rental expenses0 But 
a firii, which owns its own premises thereby saving rent would have expenses inherent 
in ownership which a tenant company would not have, such as repairs and depreciation, 



taxes and insurance. Interest on investment in real estate is normally, considered 
in arriving at rental figures. Such interest finds no counterpart in the expenses 
reported by firms in owned premises0 Nevertheless, combined figures tdr rent, 
taxes, repairs, depreciatiun and insurance offer some indication of the way that 
tenancy costs vary for different sizes of busine. For these items the group of 
small stores expended 1.95 per cent of net sales; the next group, 1.81 per cent and 
the group of larger.stores, 1,02 per cent. On this basis, there was a definite 
decrease of expense with increased sals Professional services, though not a 
large item in any of the groujs, .also decreased with increased sales. 

In the case of certain items of general and administrative expense there 
were apparently limits to the extent to which increased sales tended to decrease 
expenses For example, although the remuneration of general office staff decreased 
from 1.99 per cent in the first group to 1.22 per cent in the second group, there 
was no further decrease for the largest size group The items of light, heat, power 
and water, postage and excise, and printing and stationery showed very little 
variation in the three groups. Bad debts provided for or written off, although 
of minor importance, were higher for the middle grou, than for the other two0 

Intere a 

Each firu was asked to report the amount of interest paid on borrowed 
money. Such interest averaged 0.58 per cent of sales for all general dry goods 
firms reporting0 The group of small firms reported an average of 1.16 per cent; 
the middle group, 0.37 per cent and the group of large firms, 0.70 per cent. 

Interest payments repurted by any firm represents the resultant of two 
factors: (1) the rate of interest paid and (2) the volume of borrowed money 
used. Since the first factor is relativel, unifcrn whereas the second may vary 
between wide limits for different companies, it is evident that the average interest 
expense ratios shown in the tables are significant in that they indicate the relative 
extent to which borrowed money is used in various sizes of business and they provide 
a measure against which each firm can compare the extent to its use of borrowed 
funds with the average for the corresponding size class. 

Inclusion of interest on borrowed funds in the total expense ratios in-
troduces a lack of comparability in the final results as between firms operating 
on their own capital and those making use of borrowed money. Capital is worth 
fair return whether invested in one's own business or In some outside enterprise. 
Some allowance for, interest on capital investment should be made before a business 
can be said to yield a true profit on its operations. Two methods have been used 
by the Harvard Bureau of Business Research in securing comparability in total 
expense ratios0 

In one method the item of interet expense is made up of the interest 
payments actually made for borrowed funds and in addition, an arbitrarily chosen 
percentage (6 per cent) of the firm'ovm capital investment. By this means all 
firms are brought to an approximately common basis insofar as total expense and 
net operating profit are concerned But since the allowance on a firm's own capital 
does not represent a cash outlay of funds this amount is later credited back to 
tiother net income" before a final net gain or loss for the year is declared. 

In the second method an arbitrary percentage (6.0 per cent) of the 
assets (not the capital investment) of each firm Is charged as an operating ex-
pense. Actual interest payments for borrowed money are omitted. To include in 
expenses a percentage on all assets and also to 4nclude the actual interest paid 
on borrowed money would introduce duplications because the assets include those 



aaonts or liabilities such as mortgages, bank loans, etc., for which interest is 
being paid0 Therefore, interest actually paid for borrowed money is not considered 
as an expense item but is covered by the 6,0 per cent of total assets which is 
charged as an expense, whether those assets represent owned or borcowed capital. The 
assets include merchandise inventory, investment in owned land, buildings, equiinent, 
cash and securities on hand and accounts receivable. Interest should be earned on 
these before a true profit can be declared. 

But again while interest on the assets is a true expanse, it does not 
require an actual cash outlay. Having been charged previously as an expense it 
should be credited back as revenue along with the items included in "other income." 
But it includes the amount of interest which has been paid for borrowed funds and 
which was omitted from expenses0 Interest actually paid, therefore, is deducted 
from the percentage of assets which was regarded. as an expense and the remainder is 
credited to other income. 

m0LALE DhY GOODS TRAD1 J  GNElAL LINE 

Operating 4%esults of Firus Classified According to Amount of 
Annual Sales, 1938 

(Showing reslts when value of assets is considered) 

- __4 r •_____- 	- 	 S 	 r- - 	- --- - ----... n 
Amount of Annual Sales 

Total 	100,00rT0600 $1. 000,000 Expense Item 	all 	to 	to 	
.
to Firms 	&Ann ' -"5" .' .& .5' 

---- 
Number of firms reporting 	...... 	22 	6 	11 	5 
Aggregate sales ................. 	$15 9886,395 	1,521,366 7,905,395 	6,461,634 
Average sales 	$ 72210 	36l 	718,490 1.292.327 

Net sales ......................... 	100000 	100.00 	100.00 	100,00 
Net cost of merchandise sold ...,, 	082 	78.31 	81.03 	81.15 

	

Grossmargin....,..........,. 	19,18 	21,69 	18,97 	18.85 

prating Expenses - j of Sales 

General and Administrative: 
All items except interest paid 

on borrowed funds •,,,.,..,,, 801 11,47 8,71 6,36 
5 .0% of assets 	................. - 	 2.8_ 346 287 2.73 

1088 1493 11.58 9.09 Total....................... 

Total selling expense ........... 8621 8.20 7-39 9.21 
Total handling expense ......... 2.04_ 2010 182 2.28 

21.13 25.23 20..79 20.58 Total operating expense ..... 

-1095 -3.54 -1.82 -1.73 
Other income (including 500% of 
Net Profit or Loas .............. 

assets lees interest paid) - 34 3.56 

1.71 -0130 2,00 1.83 
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Theae are the two alternative methods which have been used by the Harvard 
Bureau of Bueiness Research in a 3cuing comparability. In the table on the previous 
page the second method has been used to readjust the figures shown in Table 1, An 
arbitrary rate or 50 per cent of the aaets of the firms in each group is shown as 
an item of the general and administrative expense0 No separate item for interest on 
borrowed funds is shown, Only the sub-totals are givenu 

It will be seen in comparing the adjusted figures with those given in 
Table 1 that the average general and administrative expense and total operating 
expense are increased to such an extent that all groups record operating losses0 
An average of 50 per cent of the assets less interest paid oh borrowed funds is 
then included with 0othar income0t' The total net gain is, therefore, the same as 
that shown in Table 1. 

Selling Expenses 

It was in itms of selling expense that the group of firms with salad. 
of from $500,000 to $999999 made their best showing compared with the two other 
groups Their expenses under this heading averaged 739 per cent of net sales0 
Selling expanses of the group of small firms amounted to 820 per cent of net aal•s.. 
The highest selling expense of 921 per cent was recorded by the group of large 
firms. One might reasonably expect that selling expense would be reduced with 
volume. This may be true up to a point beyond which.sellinj expense is liable to 
increase and this point, according to the data of the limited number of firms 
covered by this survey, is between $1,000,000 and $2,000,000 of annual net sales0 
It is difficult to say, however, whether or not a wider investigation would bear 
out this conclusion. 

The table also reveale to some extent the method of operation of firms 
in the three grou.s0 For example 1  the remuneration of the inside sales force of 
small firms averaged 0.39 per cent of net sales compared with 1Q81 per cent and 
1.38 per cent for the middle group and group of large firms respectively0 It has 
been pointed out that the item for salaries of executives averaged higher for the 
small-firm group than for the other two It is not too much to assume, therof 0ore, 
that the lower ratio for the group of small firms in this item of remuneration for 
inside sales force is due perhaps in part to the fact that their executives handle 
a large portion of their inside aales business0 

Remuneration of outside sales force accounted for 427 per cent of net 
sales in the group of ømall firms, 246 per cent in the middle group and 365 per 
cent in the group of large firms0 Unfortunately, in order to avoid disclosing 
individual operations it has not been possible to give the details of a factor which 
is most important in influeucing this itom, namely, extent of sales territory0 
Speaking generally, the larger firms included in this surve. confined their opera-
tions to one or two provinces. Many.of the-smaller firms reporting operated on a 
national basis It may be due to this factor of an extended sales territory that 
the remuneration and expenses of travelling salesmen of small firms are high0 A 
comparison of expenses on the basis of territory covered would have been of value 
had the number of reporting firms made this possible0 

According to Table 1 no brokerage commissions were paid. None of the 
22 reporting firms found it necessary to use the services of brokers.. 
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Advertising is a limited item of selling expense in the wholesale dry 
goods trade0 For 1938 the advertising of firms in the small group accounted for only 
0.26 per cent of net sales; 0.27 per cent for the middle group and 0.35 per cent for 
the group of large firms. Discounts allowed to cutonier' averaged 0,73 per cent in 
the group of small firms; 0.92 per cent in the middle group and 1.88 per cent in the 
group of large firms0 

Wareho,, Handlinand Delivynse 

Firms of the middle group which made the highest not profit also re-
corded the lowest average for warehouse, handling and delivery expense. Their total 
for these itoms was 1.82 per cent of net sales. The group of small firms averaged 
2.10 per cent whi1' the group of large firms averaged 2.28 per cent. 

The most important item of warehouse handling and delivery expense was 
the remuneration paid to warehouse, shipping and delivery staff. This arnouned to 
1.60 per cent of net sales for the group of. small firms, 1.30 per cent for the middle 
group and 1046 per cent for the group of large firms. For the maintenance of delivery 
trucks the group of small firms had the negligible average of G.0l per cent of net 
sales whereac the middle group with 0 12 per cent had the highest.. This item is worth 
noting merely as an indication that few firms maintained their own delivery trucks. 
Outward parcel postage, freight, etc..., averaged 0.24 per cent, 0.20 per cent, and.O,45 
per cent for the three groups in order of size. Warehouse supplies averaged 0.15 per 
cent, 0.04 per cent, and 0.09 per. cent. 

Warehouse, .handling and delivery expense and perhaps a number of items 
under other headings would be influencrd by the volume of "drop shipment" business 
which a wholesaler tranacts. Contributing firus, however, were not requested to 
supply this information as it is not believed to be of importance in the general line 
wholesale dry goods trade. 

Net Profit or Loss 

Upon deducting the total operating expenses from the gross margin it 
was found that firms with annual sales of from $100,000 to $499,999 averaged an 
operating loss of 1.24 per cent of their net sales. Those with annual sales of from 
$500,000 to $999,999 averaged a net profit of 068 per cent of net sales and those 
with annual sales of from $1,000,000 to $2,000,000 averaged a net profit of 0,30 per 
cent of net sales. A striking feature of the completed questionnaires was the large 
number of firms which just managed to "break even," or perhaps recorded a small loss. 
Firms with either a substantial profit or with a large lose were exceptional. 

Cooperating firms were asked t give the amount of their "other in-
comeu such as service charg s to or advertising allowances collected from customers, 
commissions earned, interest, discounts earned and other income incidental to the 
business. This item in a number of cases was sufficient to change a loss into a 
profit. With "other income" taken into consideration the net loss of the first 
group was reduced to 0.30 per cent of net sales. The profit of the second group was 
increased to 2.01 per cent of sales and to 1,83 per cent of sales in the case of the 
third group. 



Rate  of Stock Turn 

It seems logical tu suppose that the rate at which a merchant turns over 
his stock dLring a year's operations will have some affect on his operating results. 
A rapid turnover should effect a saving on capital investment, storage space, and 
insurance. No table has been prepared on the basis of a classification according to 
rate of stock turn but the rate of turnover is shom for all classifications given. 

In Table 1 the average rate of stock turn is shown for the 22 firms 
examined. In the groupof firme with annual sales of $100,000 to $499 .,999 the 
average stock turn, for the year was 2.41 times. In the middle group the average stock 
turn was 3.15 times while in the group of large firms the average stock turn was 3.63 
times0 

The rate of stock turn is the number of times the volume of merchandise 
on the shelves is sold and replaced0 It is measured in the present survey by divid-
ing the net cost of the merchandise sold by the average inventory of merchandise 
at cost0 If, for example, the net cost of merchandise sold during the year is 
$100,000 and the value of the average inventory at cost is $25,000, then the rate of 
stock turn is 4.0 times a.year. In other words the average inventory of $25,000 has 
been turned over four times. Perhaps it ehould be emphasized that the rate of stock 
turn is obtained here by dividing the average inventory into the cost of merchandise 
sold and not, as is sometimes done, into the net sales. To use the sales -figure, 
which includes gross margin, would give a misleadingly large figure for turnover. 

In order to dtermine the average inventory, questionnaires submitted 
to the cooperating firms asked for their inventory figures at the beginning and end 
of the year. These were added together and. averaged. But the average inventory 
computed on the basis of year and inventories may be considerably above or below the 
true average inventory carried throughout the yenr0 The inventory taken at one 
period of the year when business is normally dull or brisk will not be typical. 
Other records in the Bureau of Statistics indicate that the average of the year-end 
inventories is approximately 17 per cent below an average figure based on monthly 
returns. An adjustment was accordingly made before computing the stock turn to 
allow for this difference0 



Table l.---WHGLESALE DiI GOODS TRADL GENERAL LIN 

Operating Results for Firms Classified According to Amount of 
Annual Sales - 1938, 

Amount of Annual Sales 
Total 
all 

$100 1 000 	$500,000 	$1 P 000,000 
to 	to 	to 

Firms $499 , 	 991999 	i2...,000000 .9 

22 6 11 5 
5,886,395 1 9 521,366 7 2 903 0 395 6,461,634 

722 109 153.561 71890 27 

100,00 100.00 100.00 100.00 
80.82 78:31 81.03 81,15 
19.18 21.69 18.97 18,85 

2.96 4.87 3.20 2.23 
0.09 100 0,08 0.13 

1.32 1.99 1.22 1.28 
0.44 0.38 0.51 0,36 

0.55 1006 0.76 0.16 
0.21 0.19 0,22 0.19 
0,23 0.37 0025 0.18 

0029 0.14 0,29 0,32 

0.64 0.50 0.86 0.41 
0,08 0,10 0.10 0.06 
0,28 029 0.30 0.24 
0.12 0.21 0,10 0,12 
0,20 0,18 0.22 0.20 
0,58 1.16 0.37 0.70 
0,60 1.19 0.60 0.48 

8.59 12.63 9008 7.06 

1,50 0.39 1.bl 1.38 

3.12 4.27 2,46 3.65 

1.79 2.52 1,67 1.78 

.00 .00 000 .00 
0131 0,26 0,27 0,35 
1,29 0,73 0,92 1,88 
120 0,03 0.25 0,17 

8.21 8,20 	7.39 	9,21 

Expense Item 

Nuker of firms reporting 
Aggregatesales ........ 
Average sales ................ 

Netsales .................... 
Net cost of merchandise sold 
Gross margin 

Operatin Resu1ts-- of Sales 

General and Administrative: 

Salaries of executives ....... 
Djreorg fees and expenses 
Remuneration-general office 

staff ..................... 
Taxes--except income or sales. 
Rentals for property used in 

business ..................  
Light, heat, power and water 
Insurance .................... 
Repairs and depreciation 

(buildings and equipment) 
Bad debts, provided for or 

written off ............... 
Professional services 
Postage and oxcie 
Telephone and telegraph 
Printing and stationery 
Interest paid on borrowed fuxs 
Miscellaneous .............. 

TOTAL--General and Adminis- 
trative Expenses 

Selling Expenses: 

Remuneration-inside sales 
force .................... 

Remuneration--outside sales 
force ..................... 

Expenses of travelling sales- 
men •  ..................... 

Brokerage and commissions paid 
to others ............. 

Advertising ................. 
Discounts allowed to customers 
Miscellaneous selling expene. 

TOTAL--Selling Expenses 
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Table L-VH0LESALE DRY GOODS TRADE, GEIL LI--Cont'd 

Operating Results for Firms Cla8sified According to Amount of Annual 
Sale9 - 1938. 

Total 	Amount p_fJnnua1_fta1es_- 

:xpense Item 	all 	$100 0000 $500,000 $1,000,000 
Firms 	to 	to 	to 

499,999 	$999999 I S2,000,000 

Warehouse, Handling and Delivery 
Expense: 
Remuneration--shipping and delivery 

1.39 100 1.30 1.46 
Maintenance of delivery truckn 0.11 0.01 002 0.11 

staff 	........................... 

Outward parcel postage, freight, 
0.l 0,24 0.20 045 etc 	............................ 
0 16 0,10 0 • 16 0.17 Warehouse suyplies 	................. 

Misce1laneou 	...................... 0.07 0.15 0.04 0.09 
T0TAL--Warehoue and Handling 

Expenses ...............2.04 	1 	2.10 	102 	2.28 

18.84 2203 18.29 1055 
Net Operating Profit or Loss 0.34 -1.24 0,68 030 
TOTAL, Operating Expenses 	............. 

1.37 0,94 102 1153 Other 	Income 	.......................... 
1.71 -0.30 2,00 103 Total Net Profit or Loss 	.............. 

Rate of Stock Turnover (times per year) 3,23 241 3.15 3.63 

Firms C1assifid According to Profit or Loss 

Table 2 sets out the operating results of general line wholesalers with 
annual sales ranging from $500,000 to $999,999 on the basis of profit or loss. From 
this table some indication may be obtained of the expense factors which contributed 
to the profitable or unprofitable operations of the year. 

Questionnaires of only 11 reporting firms with a total sales volume of 
$7,903,395 were sufficiently com1ete to be used in this comparison. Eight firms re-
ported profiLs while three reported losses. The firms reporting profits obtained 
better res..1ts than those reporting losses both from the standpoint of gross margin 
as well as that of operating expense. Their gross margin was 19,57 per cent of net 
sales, or 2.18 per cent of net sales higher than the gross margin of 17.37 per cent 
ecurcd by unprofit.ale firms. In addition to obtaining a better gross margin, 

profitable firms also operated on an average expense of 17.87 per cent of sales, 
which was 1,56 per cent less than that of unprofita1c firms whose average expense 
amounted to 19.43 per cent. 

A rapid stock turn normally contributes to profitable operations but in 
the present comparison the advantage, if any, lay with unprofitable firms whose stock 
turn for the year was 3.31 times, The profitable firms had a stock turn of 3.10 
times, 

The greatest difference in expense was in the item of salaries paid to 
executives. For this item the profitable firms recorded 2.73 per cent of not sales 
which was 1.72 per cent lovr than the 145 per cent recorded by unprofitable firms, 



11 - 

Largely due to this item general and administrative expenses were considerably higher 
in the unprofitable group than in the profitable group. In fact, many items of general 
and administrative expense, such as remuneration of general office staff, taxes, rent, 
light, heat, power and water, insurance and repairs and depreciation on buildings and 
equipment were lower in the case of the unprofitable firms than in the case of profi-
table ones. On the other hand, certain items of expense wre higher. Bad debts, for 
example, amounted to 1.21 per cent of net aales compared with J.73 per cent for pro-
fitable firms. 

Selling expense2 for the profitable grou t . amounted to 7.49 per cent of 
net sales. Inside sales force accounted for 2.12 per cent while oside sales force 
accounted for 2.47 per cent with 1.56 per cent for travelling expenses. Selling ex-
pensos of the unprofitable grou were 7.16 per cent of sales. Inside sales force 
accounted for 1.01 per cent; outside sales force for 2.42 per cent and travelling 
expenses 1.98 per cent of sales. 	- 

Expenses for warehouse, handling and shipping were s1ight1r higher in 
the case of unprofitable firms, amounting to 2.03 per cent of net sales compared with 
1.74 per cent for profitable firus. 

TABLE 2 --WHCLSALE DRX GOQDS TRADE -GENERAL LINE 

Operating kteu1ts for Firms Classified According to Profit or Loss - 1938 
(Annual Sales 500,000 to 999 0 999) 

Expense. Item 
TOTAL 
All 

Firms 
Profitable 

Firin 
Unprofitable 

Firms  

3 Number of firns reporting .............. 11 8 
Aggregate 	sales 	.......• 	...... 7,903,395 5 2 742 9 476 2,160 1 919 

- 	718.490 71Q7810 Average sales 	.............................. 

Net 	Sa1e 	.......................... . . . . . , 100.00 100.00 100.00 
Net cost of merchandise sold .............. 81.03 80.43 82.63 

18.97 19.57 17.37 Grosainargin 	.............................. 

pat1ng_Experisee-%of Sales 
General and Administrative: 

Salaries of executives 	................= 3.20 2.73 4.45 
Directorst 	fees and expenses 	........... 0.08 0111 .30 
Remuneration - general office staff .... 122 1.26 1.10 
Taxes--except incotac or sales .......... 0,51 0.56 0.39 
Rentals for property used in business .. 0.76 0185 0.52 

0.22 0.23 0.21 
0.25 0-26 0.24 

Repairs and depreciation (buildings and 
equipment).... .............. 0.29 0131 0,22 

Bad debts, provided for or written off . 0.86 0.73 1.21 
Professional services 	................ 0110 0110 0.12 

Light, heat, power and water .. .......... 

0.30 0.28 0,35 

Insurance 	............................... 

Telephone and telegraph 0110 0.10 0.10 
Printing and stationery 	................ 0.22 0018 0.30 

Poetage and excise ......... .............

Interest, paid on borrowed funds ........ 0.37 0035 0.43 
iscellaneoua... ............... - 	0.60 0.59 0,60 

TOTAL - General and Administrative 
Expenses 	............... .. 9.08 8.64 10.24 
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QEi4t&L JN-(,Cont' 4.) 

Operating kaults for ?ira Classified According to Profit or L,oas - 1938 

(Amival Sales $500,000 to $999,999) 

Expense Itea 

- TiTAL 
All 

- 

Profitable 
- 	 -- 

Unprofitable 
Firms Firms 

Firms  

Selling Expenses 

Remuneration--jnjde sales force 1481 2.12 11,01 
outside sales force ..., 2.46 2.47 2.42 

Expenses of tave11ing salesmen 1.67 1.6 1198 
Brokerage and commissions paid to 

others 	- .......... 	.., .........* ,,00 .00 .00 
Advertising 	................... 0.27 0419 0.49 
Discounts allowed to customers 0.92 0199 0474 
Miscellaneous selling expense 9••• 025 0016 0.52 

7.39 TOTAL - Selling Expenses •.- 	..... 7049 7.16 

Warehouse, Handling and Delivery Expenae 

Remuneration--shipping and delivery 
staff 	..,.., ., ............. 1.30 1,24 1,45 

Ma±nance• of delivery trucks 0412 0.15 0.04 
Outward parcel postage, freight, etc..:, 0.20 0.19 0.24 

0416 0.13 0.26 
M&cellaneous 	....................... O,O4 0.03 0.04  
Warehouse supplies 	. . 	............. 

TOTAL -• Warehouse and Handling 
Expenses 	.. .9. 1.82 174 2.03 

OTAL -Operating Expenses 18.29 17.87 19443 
et Operating Profit or Loøe 	-.........., 0.68 1.70 -2.06 
)ther income 	, .... 1.32 1.06 2.00 
rotal Net Profit or Lose 	........,.,...,, 2.01 2.76 006 
.ate of Stock Turnover .................... 3.15 3.10 3.51 

Specialty Lines 

In Table 3 the operating results are shown for dry goods wholesalers 
of specialty lines as distinct froz, the results of gneral dry goods wholesalers 
dealt with in Table 1. Specialty wholesale firms are characteristically smaller 
than those handling a general line of dry goods and their gross margins and opera-
Ung expenses are considerably higher, not altogether because of their small sie 
but to some extent because of the nature of their buino,, 

There were 35 specialty firms whose questionnaires were used in the 
survey. Of this number, however, there were 21 firms with individual annual sales 
of less than $100000 who were unable to give coi1ete answers to all the ques-
tions. Small firms apparent1, do not find it necessary to keep their accounting 
records itemized to the same extent as their larger competitors, and because of 
their size and the multiplicity of duties which their employees discharge perhaps 
it is impossible for them to do so. In any case, as their questionnaires were 
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not completed in the itemized form reust.d the ub-toa1s only were ueed0 

The 9u0!tit.flnaire5 of only 14 large firms were coinplatq and their 
averages are shown in the lait column of Table 2. This group of large specialty 
dry goods wholeal.rs had a gross margin of 2051 per cent with operating ax-
panses of 2156 per cant0 Their operating loss, therefore, amounted to 105 per 
cent of net sa1es "Other Income" of 127 per cent was sft'icient to give thsi a 
net profit of 022 per cent on the year's operations0 The group of 21 specialty 
wholesalers whose annual sales were less than $100,000 had a gross margin of 
2519 per cent, an operating expene of 2457 per cent and a consequent operating 
profit of 063 per cent which was increased to 1.49 per cent of net sales by 
"Other Income)" Although their operating expenses were considerably higher than 
those of the larger firms, neverthelens the substantially larger gross margin of 
the smaller firms was sufficient to offset the difference and provide a small 
profit0 

- 	Stock turn was slightly faster with larger firms, amounting to 219 
times compared with 215 times for their smaller competitors0 

The classification of "Specialty" wholesaler includes those specialis-
ing in knit goods, cottons, piece goods, rayons, i1ks end velvets, woollens and 
worsted, notions and other dry goods The operating expenses of these specialty 
firms are not always on the same basis and their problems and the requirements of 
their various lines of business differ according to the line they handle.. For 
example, due to the very nature of their line, firms specializing in notions on the 
average have a higher operating expense and a greater gross margin than their fellow 
merchants in other lines0 It would, therefore, have been most deirab1e to show these 
specialty firms classified according to their line of busine, but the number of 
Usable questionnaires received was not sufficient to allow the calculatiou of repre-
sant.ative average operating ratios for different typos 

TABLE 3, --WHOLESALE DRY GOQDS TRADESPECIALTy LINE 

Operating Results of Firms Classified According to Amount of 
Annual Sales - 1938 

Amount of Annual Sale i 

Expense Item 
Total 
All 

- 
Less than$100" 000  

-- 	 - Firms $100 000 	to 
4499L999 

Number of firms reporting 	................... 35 21 	14 
Aggregate 	!ales.or. 	... ..., ...... $5,223 9 892 1,477,751 	3y 74634l 
Averagesales. .............................. $ 	149254 70369 	267,581 

Net sales ....................... •..........  
Net cost of merchandise sold 
Gross margin 	. ...................... 

peratiAg 	s-ges 

General and Adainistrative 

Salaries of executives ........ 
D3.rectors' fees and expenses . 	. .. . ... . 
Remuneration--general oftice staff . 
Taxes--except income or sales 

	

100,100 	100,00 	10000 

	

78,16 	7481 	7949 

	

2184 	2519 	2O51 

- 	-. 	3.46 
- 	-. 	000 
- 	- 	1.52 
- 	-. 	0.29 



- 	1001 
- 	- 	000 
- 	- 	0,49 
- 	- 	0.17 
- 	- 	n_n4 

1.571 	1.211 	1.71 

- 24.57 21056 
- 0,63 —1005 

1.15 0,86 127 
- 1.49 0.22 

2.18 2q15 2.19 

14 — 

ECIAITY LkNES--Iont' dA 

Operating Reaults of Firms Claseified According to Amount of Annual 
Sales--1938. 

Rentals for property used in business 
Light, heat, power and water 
Insurance 
Repairs and depreciation (buildings and 

equipment) 	. a . . a .......... * ...... 

Bad debte, provided for or written off 
Profesiona1 services .......... . ....... 0. 

P1ostage and excise . ....... 
Telephone and telegraph .. .......... 

Printing and stationery 
Interest paid on borrowed funds ......... 
Miscellaneous. .......................... 

TOTAL--General and Administrative 
Expanses .................... 

Selling Expenses: 

Remuneration—inside sales force ........ 
if 	 outside sales force ....... 

Expenses of travelling salesmen 
Brokerage and conimissions paid to others 
Advertising ............................ 
Discounts allowed to customers ......... 
Miscellaneous selling expense ........ 

TOTAL--Selling Expenses 

Warehouse, Handling and Delivery Expense: 

Remuneration--shipping and delivery staff0 
Maintenance of delivery trucks . ........ 
Outward parcel postage, freight, etc. 
Warehouse supplies ...................... 
Miscella.neoua 0 .......................... 

TOTAL--Warehouse and Handling Expenses 

TOTAL, Operating Expenses .................. 
Net Operating Profit or Lose ..... • . •• 60 

Other Income ....................... 
Total Net Profit or Loss 
Rate of Stock Turnove!Jtiine er year) 

Expense Item 

Operatirg Exje = f Sales--- (Con0) 

General and Administrative: 

Total 
All 	$100,000 	to 

Firma 	$499,999 

- 	1,29 
- 	- 	0.08 
- 	- 	0.37 

- 	- 	0.07 
- 	- 	1.21 
- 	- 	0.18 
- 	- 	0.22 
- 	- 	0.21 
- 	- 	0025 
- 	- 	1,58 
- 	- 	0.89 

13.121 	16.93 I 	11,62 

- 	- 	1.82 
- 	- 	3058 
- 	- 	0.94 
- 	- 	0,29 
- 	- 	0.22 
- 	- 	0.81 
- 	- 	0.57 

7.721 	6.431 	8.23 
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Fi.r.as Classified Accordi,g to Profit or Loss 

There were 21 specialty dry goods,wholesale firms with annual sales of 
less than $100,000 able to give totals but not qble to break down their expenses into 
the item! requested. These firms have been divided in Table 4 into two groups, those 
which operated profitably and those which operated at a 1os. The better resi4ts of 
the profitable firms were due- to their gross margin of 28,85 per cent of net salee 
which was 10,12 per cent higher than the gross margin of 18.73 per cent which was ob-.. 
tamed by the unprofitable firms. 

Operating expenses of profitable firms amounted to 25,02 per cent of net 
sales compared with 23,76 per cent in the case of unprofitable firms. The general and 
administrative expenses of profitable firms were slightly lower than unprofitable 
firms but their larger selling, and warehousing, shipping and handling expenses more 
than offset this difference0 

The rate of stock turn for profitable firms was 2.27 times compared with 
2.08 times for unprofitable firms. 

TABLE 40--WI-iOLESALE DRY GO0D J  SPECIALTY LINE 

Operating Results for Specialty Line Wholesale Dry Goods Firms Classified 
According to Profit or Loss, 1938. 

(Annual Sales less than $100,000) 

Expense Item All 
Firms 

Firms Firms 

Number of firms reporting ............ 21 12 9 
Aggregate 	sales 	....................... $1,477 0 751 944,249 533,502 

$ 	70369 78687 59,278 

Net 	sales 	.............................. 100,00 100,00 100,00 
Net cost of merchandise sold ........... 74.81 7115 81.27 
Gross 	margin 	........................... 25.19 28.85 18,73 

Average 	sales 	........................... 

Qperatip,g Exjnes--% of Sales 

TOTAL--General and Administrative Expenses 16.93 16.74 17.27 
TOTAL--Selling Expenses 	................ 6.43 6.86 5.65 
TOTAL--Warehouse and Handling Expenses 1.21 1.42 0.83 

24.57 25.02 23.76 
Net Operating Profit or Loss 0.63 3.82 -5.03 
TOTAL--Operating Expenses ....................

Other 	Income 	............................. 086 0.99 0,64 
Total Net Profit or Loss 	.................. 1.49 4,81 -4.39 
Rate of Stock Turnover 	.................. 2,19 2.27 2,08 
r4u1: rurtner nreaKown or expense items was not available. 
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Middlnge_Q. 

The foregoing tables show the arithmetic averages of the co-operating 
firms, That is to say, the dollar tot1ale of each expense itera of a group have been 
expressed as a percentage of the aggregate sales of that group. It will be realized 
that even one contributing firm with abnormally high or abnormally low figures for 
any item- would unduly affect the averages thus obtained0 The total figures for the 
group in which that firm is included would be out of line with the otivr firms in the 
group and the result to that extent would not be representative. In Table 5 this 
difficulty is overcome by the use of "Middle tange" figures which eliminate firms 
reporting exceptionally high or low figures for any item 

The method of compiling the table of middle range figures di'fers from 
the method used in computing arithmetic averages For the purpose of explanation 
we may consider the classification of Gen2ral Line Wholesalers with annual sales 
of froa $500,000 to $999999: The reports of 11 firms were used in this class. 
To obtain the arithmetic averages the sales of these 11 firms were added togothe 
The total of each expense item was then taken for the 11 firms and expressed as a 
percentage of the total sals of the group. But in computing the middle range 
figures shown in Table .5, the questionnaire of each contributing firm was con- 
idered separately. Each and every item of that questionnaire was expressed as a 

percentage of that particular firms sales .without relation to any of the other 
contributing firms. These 11 companies could then be compared with each other 
item by item-- 

The middle range .and "median" figures for thiegroup were then obtained 
as follows: To obtain the median of -salaries of executives the 11 euestionnaire 
were arranged in ascending order according to the amount of the percentage which 
had been computed for each for this item0 . For example, the salaries .paid to execu- 
tives by reporting firm "A" may have amounted to 0.75 per cent of net sales; of firm 
"B", 087 per cent of net sales; of.firm."C", 1.34 -per cent of net sales and so on0 
When the eleven questionnaires had been arranged according to the amount of this 
item it was found that the questionnaire in the middle of this list of eleven, or 
the sixth firm in ascending order, reported executives salaries of 2,95 per cent of 
net sales. This, then, was the median given in the table. Out of the group of 11 
reporting firms there were 5 reporting a higher and 5 reporting a lower percentage of 
net sales paid as salaries to executives The 11 questionnaires were then re-
arranged to obtain the median of the next item of expense in the same way0 Each 
item in the table, therefore, is the percentage of net sales which was expended for 
that item of expense by the firm appearing in the middle -when the 11 firms were 
arranged in order for that particular. item,, 

To obtain the total hledian -and quartile figures of General Line Whole-
salers the questionnaires of the 22 firms were arranged in order, The median shown 
in the table for each item is the average of th -  returns of the two middle firms0 
The 22 questionnaires were arranged as before for each item in order of the size of 
the percentage reported for that item. The percentao of the firm which is sixth 
in the ascending order when thus arranged is the lower quartile, while the percentage 
of the firm which is seventeenth in the ascending order is the upper quartile0 The 
figures for the first five firms, or the five firms reporting the lowest percentage 
expense, and the figures for the last five firms or the five firms reporting the 
highest percentage of expense for each item are, therefore, throvm out The middle 
figure or median is given and upper and loYv.r qtiartiles are the upper and lower 
ltmi.ts of the rnidd]e half of the reporting firms0 



Theoretically the median figures for each item represent the per-
centage which the common or typical firm expended fcr that items If one has a large 
number of firms to work with this should be practically correct In the present case, 
where there are so few firms reporting it is well to check the medians of Table 5 
with the arithmetic averages of the previous tables While the figures of the two 
types of table are not expected to agree, nevertheless, the large difference in the 
case of a few items is sufficient to merit a word of explanation0 

For example, the item "Maintenance of delivery trucks," while not 
large, nevertheless, does account for a small expense in the arithmetic tables whereas 
it is given as OO per cent in Table 5 The ex1;lanation of this is that the majority 
of firms reporting did not maintain any delivery service and, therefore, incurred no 
expense in this connection. In a seuence of firms for this item the middle firm 
would, theret'cre, be onn having no expense for delivery truck maintenance In the 
same way other apparent discrepancies or wide variations in the two types of table may 
be accounted for0 

Finally it should be pointed out that the sub-totals and the totals 
of operating expens" are coni1'uted in the same way as each item. They are not the 
sum of the medians shown but are in themselves medians0 

A copy of the questionnaire completed by contributing firms is 
appended0 



TABLE 5.--WHOLESALE DRY GOODS TRAJ8 

Middle Range FiZ=us of Expense Items U Sizeof Business 

GFL LINE SPECIALTYLINES 
Annual Sales (thousands 

100 $500 $1,000 
Item T0TAL 	All Firms to to to to 

$499 S99_ 2. Firms 	$49 
Lower . 	I 

_ 
Upper 

Medians Methana__-  
Quartile Median_j 

Quartile 
- 

Number of firms 22 6 11 5 35 14 

Net 	sales 	.......................... 1001,00 100.00 100.00 100000 10000 100100 100.00 100.00 

Net cost of merchandise sold ,....., 81.83 80.10 7745 77.70 81.29 79,69 80.35 80.83 
18.17 19.90 2Z55 22,30 18.71 20.31 19)65 19.17 

Operatipg Expenses--% of Sa1e 

General and Adminjtrative: 

Salaries of executives 2.33 3.79 4.41 5.06 2,95 1.97 - 2.76 

Directors' 	fees and expenses ........ 0,00 0.00 0.02 0.00 0.00 0.02 - 0.00 

Remuneration--general office staff 1.06 1.42 1.73 1.89 1.34 1.20 - 1.65 

Gross 	margin 	........................... 

Taxes--except income or sales ...... 0.19 0.35 0.66 0.30 0.66 0.35 - 0.24 

Rentals paid--(a) All firms 0.02 0.65 loll 1.06 0159 0.02 - 1.14 
(b) Firms in rented 

premises only 0.58 0,77 1.18 1.06 0.73 0.19 - 1.14 
Light, heat, power and water 0.08 0016 0.25 0.09 0.20 020 - 0,04 

0.16 0.22 0.30 0.23 0.24 0.16 - 0.27 
Repairs and depreciation (buildings 

0.08 0.18 0,34 0.15 0.15 0.34 - 0,02 and equipment) 	................... 
Bad debts provided for or written off 0.38 0.49 0,71 0.52 0.40 0.48 - 1,02 
Professional services ............... 0.05 0,09 0.13 0,12 0.09 0.06 - 	- 0.16 

Insurance 	............................ 

0.24 0,28 0.34 0.29 0.30 0,24 	- - 0.22 
Telephone and telegraph 0.10 0.12 0.15 0.15 0.11 0.12 - 0,23 
Postage and excise ..................

Printing and stationery 0.10 019 0.28 0.15 0,24 0.24 - 0,24 
Interest paid on borrowed funds .... 0.22 0.46 0.93 1.01 0.24 0.74 - 1010 

Misce11aneou 	.................... 0 0,29 - 0,62 1001 1.09 048 0.29 - 076 

TOTAL--General and Administrative 1  Expenses.............. 780 9.85 11.59 12.94 1 	9,64 7.80 1..89 10.48 
L.OflLLnueu) 

Fj 
OD 



TABLE 5.-WHOLESALE DRY GOODS TRADE, 1938--(Cont'd.) 

Middle Range Figures of Expense Items by Size of Business 

GEN 
Annual 

Item 	 TOTAL, All Firms 

TY 
s (thousands of dollars  

	

$100 - $500 $1,000 	AU 
to 	to 	to 	Firms 

9499 	9999 1 11.999 
to 

Lower - I Median I Upper 	
Medians 	Medians 

Selling Expenses: 

Remuneration--inside sales force 
outside sales force 

Expenses of travelling salesmen ....... 
Brokerage and commissions paid to others 
Advertising ........................... 
Discount allowed to customers .........  
Miscellaneous selling expense ....... 

TOTAL--Selling Expense ............ 

Warehquse, Handling and Delivery Expense: 

Remuneration--shipping and delivery 
staff ............................ 

Maintenance of delivery trucks ...... 
Outward parcel postage, freight, etc. 
Warehouse supplies .................... 
Miscellaneous ......................... 

TOTAL--Warehouse and Handling 
Expenses ................. 

TOTAL, Operating Expen2es ................  
Net Operating Profit or Loss .............  
OtherIncome ............................. 
Total Net Profit or Loss ................. 
Rate of Stock Turnover ................... 

0,07 1.54 1.78 0,04 1.55 1.46 - 1.06 
1.72 2.56 5.43 5.43 2,54 3.81 - 2.86 
1.23 1.70 2.42 2.27 1.61 1.62 - 1.25 
0.00 0000 0.00 0.00 0,00 0.00 - 0.00' 
0.07 0,20 0,46 O.,ll 0.26 0.17 - 0.03 
0.26 0.91 1.42 0.18 0.95 1.29 - 0.55 
0.00 0.06 0.29 0.00 0.17 0.26 - 0.07 
6.18 	I 	7.77  I 10.21 	1 	7.66 I 7.70 I 10,21 1 	6.45 I 6.95 

0.90 1.07 1.79 1.26 1.06 1.08 - 0.47 
0.00 0100 0.12 0.00 0.00 0.00 - 0.00 
0,09 0,33 0.42 0,20 0.12 0,42 - 0.48 
0,09 0,11 0023 0.09 0.10 0.19 - 0.15 
0,00 0,00 0.12 0.00 0,00 0,05_ - - 0.00 

1.29 1.97 2,34 3,56 1.68 

- 

2.14 0.81 1.34 
16.39 20.36 22.16 22.21 18.45 18,50 21.15 21.05 
-1.37 0.05 1.39 -1,56 0.50 -0.80 -0.28 -0.68 
0,47 1,20 1.83 0,69 1.26 1,60 "0.59 1.58 
0.05 0.81 2.29 -0.04 1,54 0,94 0.84 0.60 
2.74 3.01 3.97 2.73 3,00 4.46 2.17 1.86 
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Extent of Wholesale Dry Goode Trade 

In 1930, at the time of the lst decennial census there were 1,176 firma 
in Canada, exclusive of rhoer and other footwear, engaged in the wholesale dry goods 
and apparel trade with total annuni qales amounting to $212 1 716,700 Table 6 showd  
the number of firms and annual .sales by kind of business and by type of operation0 

All types are roughly classified into two main groups designated "Whole-
salers Proper" and "Other Wholesalers0" There were 500 "Wholesalers Proper" including 
the regular wholes1ers such as wholesale merchants and importers who usually perform 
the complete functions of wholesalers, such as extending credit, buying. in bulk and 
selling in broken lots, providing warehousing and delivery facilities, soliciting orders 
through aalesmen and furnishing market information0 Included with these wholesalers 
proper are also cash and carry wholesalers, dro shippers, mail, order wholesalers and 
wagon distributors but they are unimportant in the Canadian .trade0 There were 576 
Other Wholesaler&' including district sales offices, general sales offices, manu-
facturers° aales branches, export merchants, various types of agents and brokers such 
as auction companies, commission agents, buyers' and seller& brokers, chain store 
warehouses, etc0 

The present report is concerned with the operations of "Wholesalers 
Proper" and does not deal with "Other Wholea1ers" The ropct is further restricted 
to four kinds of business; namely, dry goods--general line; dry g'oods--(specialties 
n?e.$); notions; and pie-ce-goods 

From Table 6 it will be noted that the total sales for wholesalers proper 
in the four lines of business covered amounted to $77,907,400 in 1930 Total sales 
of firms reporting to this survey of operating expenses amounted to $21,110,287 for 
1938. On making allowance for the different level .f sales in 1930 and 1938, the 
coverage of sales in this report may be estimated at between 30 and 35 per cent, 

Certain data regarding operating expense were obtained in the 1930 
Cenmis but many firms were unable to give.accurate or detailed information on this 
ubject0 Data furnished by.firms for. payroll and rent, however, were generally corn-

p1ete- Table 7 shows the operating expenses. for wholesalers proper in the dry goods 
and apparel trade for 1930 Wholesalers of shoes and other footwear are not includeth 
The figures for wholesalers of rrcr Goods (General Line) are of particular interest0 
It will be noted that the operat,ing expenses in 1930 of 78 establishments with annual 
net sales of $4O592,9OO amounted to 18,64 per cent of net sales, The reu1t of the 
investigation of 1938 operating expenses as shown in Table 1 reveals that during 
1938 the operating expenses of 22 general dry goods wholesalers with annual sales of 
$15886,395 amounted to 18,84 per cent of net sales, 



Table 6--Y1holesa1e Dry Goods and Apparel Trade by Kinds of Business and Type of Qperation 

Kind of Business 
Total 
Firms 

lVholesalers 
Proper 

All Other 
- _Wjolesa1ers 
No.  -- 	 V 

 

No.  No. - 

TOTAL 	.......................................,.,,, - 	1,176 212,716,700 500 92,574,900 576 1041,800 
Clothing and furnishings (other than millinery and foorwear) 280 34,247,500 104 11,897,400 176 22,350 9 100 

11 652,900 8 471,800 3 181,100 
Clothing 	(general line) .................................. 

43 5,989,400 28 4,426,100 15 1,563,300 Clothing, 	mons 	and boys 	............................., 33 2,183,800 11 772,700  22 1,411 9 100 
Clothing and furnishings ............................ 

51 3,567,700 14 578,600 37 2,989,100 
Clothing, 	womens and childrens 	........................ 

Furnishings (general line) 
4 61,000 4 61,000 - - 

............................ 
Furnishings, (mens 	boys) 

26 8,124,300 10 1,919,900 16 6,204,400 

Clothing 	(secondhand) 	................................... 

and 	....................... 
Furnishings, (wo1ens and childrens) ................ 

48 
14 

5,794,000 10 1,434,100 38 4,359,900 
1,019,300 3 137,100 11 882,200 

9 507,600 3 61,000 6 446,600 Hats 	and 	caps 	........................................• 
Hosiery 	................................................  

18 2,726,800 7 1,571,200 11 1,155,600 

Furs 	and far 	clothing 	.................................... 

. 8 2,366,100 1 (x) 7 (x) Other Clothing and furnishings 	...................... .VV  15 1,254,600 5 (x) 10 (x) 
142 51338,900 89 41,648,200 53 9,690 9 700 

21,402,400 37 4,425,400 58 16,977,000 

Dry goods 	(general line) 	.................................... 
Dry goods 	(specialty, 	n.e.s.) ........... ...................95 

77 19,569,700 29 3 1 570,500 48 15,999 0 200 Other 	dry 	goods 	.. ........... ......................... 18 

. 

1,832,700 8 854,900 10 977,800 

Knit 	goods 	.... 	....................................... 

Millinery and millinery supplies 	......................... 92 5,790,800 29 2,770 1 100 63 3,020,700 
19 11,673,900 85 5,480,400 34 6,193,500 
2 
9 

(X) 2 (x) - - 
1,717,100 6 1 1,514,,500 3 202 9 600 

Notions 	................... 	 ................... ............... 
Buttons 	•...... ...........,. .............. .............. 

Notions (general 1ine 
16 905,800 - 	12 794,900 4 110,900 

............................• 
Tailorst trimmings and supplies 

79 8,447,800 54 2,680,500 25 5,767,300 
.................... 13 (x) 11 (X) 2 (I) 

348 88,265,200 156 26,353,400 192 61,909,800 

Laces 	and embroideries 	............... .................. 

Piece 	goods 	................................................. 
36 27,172300 8 CX) 28 (x) Linens 	............................................... 

Piece 	(general line) 
11 673,300 5 320,400 6 352,900 

Cott,on 	goods 	.............................................. 

goods 	 .......................... 126 20,714,300 65 10,415,100 61 10,299,200 
13 6,865,800 2 (x) 11 (x) 

Rayons 	................................................. 
Silks 	and 	v1vet 	.................. .............• 43 12,881,J30 20 5,165,700 23 7,715,300 Woofl.ns and worsteds 	• 

(K) Figures 
119 19,956500 56 7 0 726,400 63 12,230,1-0-0 

withh1d to avoid disclosing individual oerations, 
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Curnt Trends 

The last complete census was taken for 1930 in which year dry goods 
wholesalers (Including notions and piece goods) recorded sales of $77,907,000, Al-
though no subsequent census has been taken, surveys are made each year and on the 
basis of samplof representative firms indexes of sa1e are computed which show the 
general trend of the trade.. FolloNing the year 1930, sales fell off and in 1933 had 
dropped to $47 9 693,000. The sales index for that year stood at 612 (1930 = 100.) 
The indQx rose to 703 in .1934; 716 in 1935; 74,8 in 1936; and 826 in 1937 

This grndual improvement in the trade received a set back in 1938, how-
ever, during every month of which sales of dry goods wholesalers fell below sales  
for the corresponding months of 1937. At the end of December, it was found on the 
basis of monthly reports recei'e1 at the Bureau from sample firms across Canada 
that sales for the year were lG.9 per cent below sales for 1937, a decrease which 
was recorded in every econonicsqction of Canada., 

WhoIesalers 	 r 

Canada 1930 

Total 
No., of 
Estab- 

Kind of Business 	ljphments 
Rpoi-..- 

No0 
of 
Pro 
prie-
tors 

[ Total Expenses 
Salaries (including eala-
and Wages ries and wages) 2  

of 	%of 
Employees 	Amount INet 

Net 
Sales 

TOTAL(1 ) 

Clothing and furnishings 
(other than iaillinery 
and footwear) 

Dry goods (general.line) 
Dry goods (specialty, 
n0e0s0) .............. 

Millinery and millinery 
supplies ...............  

Notions 	. . . . . . . ..... 
Piece goods 

437 

89 85 851,200 1,825,000 1628 11 0 211,200 
78 72 4062,300 7,567,700 1864 40,592 0 900 

27 30 230,900 527,600 1692 3,119,000 

29 22 289 9 000 604 9 800 2183 2 1 770,100 
74 73 541,500 1,119,000 21.73 5,148 2 700 

140 88 1 1673,100 3,496,200 1386 25,591,500 

Not all firms wre able to report operating expenses. This table is ba.sed upon 
information furnished by those firms which could supply the necessary data0 

Not including proprietors' salaries0 
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Keep one copy for your file 	 File No.  

SPECIAL AIIALYIS OF OPERATING RESULTS OF 
THE WHOLESALE TRADE I  1938 

P1eae noLe thab all rejilies will be treated as strictly confidential. 
Averagresults only will be shown. 

All figurs given in answer to the questions on this schedule should re-
late to the calend.ar year, 1938, or to your fiscal year most closely conforming to that 
period0 

1 0 GROSS SALES ......................................................... 

2 DEDUCTIONS--(Do not itemize separately) 

Returns from and allowances to customers 0  
(Note----Do not deduct cash discounts taken by customers which 

will be shown as an expense) 

Freight, postage and other iteis charged to cuStomer:! and in-
cluded in amount of gross sales. 

City or provincial sales taxes, if any0 

Dominion sales taxes paid by licensed wholesalera0 

TOTAL DEDUCTIONS ......... .......................... $ 

3 NET SALES--(Item (1) minus Item (2) .................................• 	______ - 

4. CpST OF MERCHANDISE SOLDO 

Inventory, January 1, 1938, or nearest inventory date $  

Value of merchandise purchased during year (Include 
duty, inward freight, express or truckage and other 
expenses incidental to receipt of goods0 Do not 
deduct cash discounts taken which will be shown 
as liothor  income." Include manufacturing wages, 
if any) ..........................................• 

Total of (a) and (b) ................................. $ 

Inventory, December 31, 1936, or nearest inventory 
date .............................................• 	- 

Cost of goods sold, Item (c) minus Item (d) ......................  

5 Q  GROSS PROFIT ON SALES (Net sales less cost of goods sold) 
Item( 3) minus Item 4(e) ................................. . ........ ...._________ 

6. OTHER INCOME--.(Service charges to or advertising al1owance 
collected from customers, commissions earned, inter-st, 
discountsearnad,etc..............................................  

7 TOTAL INCOME---(Item (5) plus Item (6) ................................. 
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8. OPERATING EXPENSES: 

(a) General and Administrative Expenses: 

la Salaries of executives---(Include buyers)  

2 Directors fees and expenses ................. 

0 Salaries and wages of general office staff  

4. Taxes (property and business, but no income 
nor sales taces) .........................  

5., Rent qr other occupancy expenses paid for all 
rented property used in the business .....  

6 Light, heat, power and water 	...........  

7. Insurance (fire, theft, liability, coinpensa-
tion insurance on employees, etc.,) ....... $ 

8 Repairs and depreciation on buildings and 
equipment--(Do not include depreciation 
on delivery trucks or salesmen's cars)  

9. Provision for bad debts or amounts actually 
written off during the year .. ............. .__________ 

lO Professional services (legal, auditing, etc.) $  

11 0 Postage and excise ........................... 

, Telephone and telegraph ......................  

Printing and stationery ......................  

Interest paid on borrowed funds--(Include bond 
and mortgage interest—Do not include interest 
on own investments0) ........... . ...........  

Miscellaneous ................... . ............ ._________ 

TOTAL General and Administrative Expenses ................

) Selling Expenses; 

1., Salaries, commissions and bonuses paid to 
inside sales force . ........................_______ 

2 Salaries, commissions and bonuses paid to 
outside sales force . ...................... 

S. Expenses of travelling salesmen (Include 
allowances for automobiles, gas and oil, 
depreciation, repairs, insurance, etc., on 
ownedcars) ............................... 
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(b) Selling Expenses: (Cont'd.) 

Brokerage fees and commissions paid to 

	

others ............................ .. 	$ 

Advertising ............. ............. •0 	$ 

Discounts allowed to customers .........  

Miscellaneous selling expense .......... 

TOTAL Selling Expense ...............................  

(c) Warehouse Handling and Delivery Expense: 

1.. Salaries and wages of shippin, receiving 
and stock taking staff and truck drivers $ 

Maint.enance of deliver s  trucke---(Include 
gas, oil, depreciation, repairs, licenses, 
insurance, etc.) ............... ... 	 .,. $ 

Outward parcel portage, freight, express 
and trucking paid to outsiders ........... 

4 Varaho se supplies (paper, twine, packing, 
' 	etc....................................... $  

b.iiscollaneous ............................,• $  

TAL Warehouse and Handling Expense ..............., $ 

ci) lotal Cpo'3Ling Expense .................................... ... 

NET l'hOFIT__(Beforr3 making provision for Dominion Income tax) 
Item 7 minus Item 8(d) ............................................ 

, What is the cx bent of torritor;' covered by your sales? 

(a)Withtnaradiusof25rnjlesi ............................ , - 

Provincial .....................• , ....................... 

Region of two or three provinces ..........  

(a) Dominion wide ........................................... 

3.1. Please give general description of the merchandise carried by your firm: 

General line of .... .................................................... 
(Indicate whether groceries, dry goods, hardware, etc) 

or 
Specialty line of - 

(Name chief specialty lines carried) 

.. .. .............................................................. 
s...... .......................................................... 

(5) 	.. ............................... •0•••s• ...................... 
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12o What was the total value of the assets of your firm at the end of 
1938, including a reasonable value for land, buildings and euip-
ment owned, merchandise inventory, improvoients on leased 
properties, accounts and notes receivabl,3 and cash on hand? ... 

13. State the nunibcr of p'pr tars engagd Li the business and whose 
salaries or renu.meration is not included in the answer to 
Question 8(a) . ................................................ No0 

14 Give any special comments regarding the business transacted by 
your firm which you think might assist us in the preparation 
of a coxaosit report giving average operating results. 

....I ......tIlt 0••••••••••0••••••1* ......................... 

to ............... ................... 1 ~ ' 

!i:o iru ti tl' 	i persoi firnishi. n 

Name.............................................................................. 

Title (accountant, etc.. ) .......................................................... 

Address ..... ............ ........................................................ •4 

tt. I ...............................................................0 

Date . .............. 193 
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