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( /9 35) PREFACE

The following report is a study of the Canadian wholesale dry goods trade
made by the Internal Trade Brench of the Dominion Bureau of Statistice 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 expensee with which they
can meazure their own results.

Representative dry goods wholesalers and their accountante across Canada
were consulted in'order to ascertain the type of information which could be provided
conveniently and on the basis of their advice & questionnaire was prepared and sub-
mitted to 116 leading.dry goods wholesale firms. Unfortunatsly accounting systems
vary and certain firms found it difficult to supply some of the cost items requested.
For this reason and because other questionnairesz were answered incorrectly it was
necessary to discard a number of the replies received. Fifty-seven questionnaires in
all were uzed in compiling the tables publighed in this bulletin. Of thig 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 wholesalers. The 14 largest firme in this
group were able to give detailed figures, while the 21 smaller firms reported major
group totals only. These were firms with annual sales of lese 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 questionnaire.

The small number of questionnaires which were sufficiently complete to be
used placed limite on the comparisons which could be made. For example, it would
undoubtedly be of interest to show the operating results of firms of similar size
claszified according to the province or economic divigion in which they are located,
or the aextent of the territory which they serve. It would be of interest to show the
regulte.of the specialty. wnolesalers according to the specialty lines they handle.
But these and other comparisons could not be made without the possibility of dig-
cloging.individual operations and it has, therefore, been necessary to confine the
gtudy to broad groups.

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

The Bureau acknowladges with thankg the assistance of thogse wholesalers
whose care in completing their questionnaires made the present study possible. The
report has been prepared under the direction of Mr. Herbert Marshall, B.A., F.S.S.,
Chief of the Internal Trade Branch, by Mr. R. A. Cameron, B.A.
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OPERATING RESULTS OF THE WHOLESALT DRY GOODS TRADE

CANADA, 1938

General Line Wholegalerg

A sample coneizting of twenty-$wo gzncral line dry goods wholesalers with
aggrogate sales of $15,886,395 submitted detailed information regarding their opera-
ting results for 1338. These firms operated on an average gross margin of 19.18 per
cent of net sales, had total operating .expanses amounting to 18.84 per cent of gales
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 waes turned over at an average rate of 3.23 times during the year.

General and administrative expenses accounted for 8.53 per cent of net
sales; selling .expensges, 8.21 per.cent and, warehouse, handling and delivery axpense,
2,04 per cent.  The priacipal general and administrative expenses were galaries of
executives and salaries and wages of general office staff. Thes> two items together
accounted for 4.28 per cent of net sales. The remuneration of outgide selling force
wag the largest item of selling expense amounting to 3.12 per cent of net gales, Ex—
penzes of travelling salesmen accounted for another 1.79 per cent. The other principal
items of sgelling expense were:. remuneration of inside sales force and discounts allowed
to customere. Remuneration of ataff was the principal item of warchouse, handling and
delivery expense, amounting to 1.39 per cent of net sales.

Table 1 gives a breakdoin of operating resulta in teras of percentage of
net sales for 22 general line dry goods wholeszalers classified by eize according to
volume of sales. The first group includes 6 firms with individual eales of between
$100,000 and $499,999. The total sales of this group amounted to $1,521,%66. The
second group includes 11 firms with sales of froam $500,000 to $999,999, amounting to
a total volume of $7,903,395. The. third grouy includes 5 firms with individual sales
of from $1,000,000 to $2,000,000, their .total volume of sales being 36,461,6%4. The
possibility of disclosing individual operations prevented. the use of questionnaires
of firme 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 profit, therafore, amounted to 0.68 per cent which was incraased
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 $499,993, recorded a loss on the
year's operationg which even their "other income" failed to make up. The firms of
this grouy had an average grogs margin of 21.69 per cent of net sales. Their opera-
ting expenses, however, amounted to 22.93 per cent. Their operations for the year,
therefore, res.lted in a loes of 1.24 per cent. Revenue derived from "other income"
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amounted to 0.94 per cent which reduced thelr loss to 0.30 per cent of net sales. The
five firms with individual annual sales of from $1,000,000 to $2,000,000 had a gross
margin of 18.85 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 increaged
the profit on the yedr's operations to 1.83 per cent of net eales.

In the acocmpanying tables gross margin was computed by deducting the cost
of goods sold from the total net.sales. The cost .of goods sold was arrived at by de-
ducting the December .31, 1338, .inventory from the total of the cost of goodg purchased
during the year and the inventory as on January 1, 1938. It is axiomatic that the
groes margin will be .determined by .the cost at which merchandise can be purchased and
the price at which it can be sold, factors ovar which the individual wholesaler has only
& very limited control. Operating expenses on the other hand ars factors over which,
within certain limits, he can .exercise direct control. The importance, therafore, of
closely scrutinizingevery item of operating expense is apparent.

In the accompanying tables operating expsnses have been allocated under three
main headings: General and .Administrative, Selling, and Warehousing and Handling Ex-
penses, Each of these main divisiong hag been subdivided into a number of minor classi-
ficaticne. Some zllowence should be made, however, for variations in reporting specific
items due to diffeqences in the organization of reporting firms, their methods of doing
businesg, or their dinability to segregate the items requested. For exanple, in the matter
of employeeg' remuneration, it wac perhaps difficult for some firas, particularly the
emaller ones, to break down the salaries paid on a functional bagie because of the varying
duties which each _employee might discharge.

Mercantile firme 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
functicn ae salesmen while salesmen may be assigned to both inside and outside gselling
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 functione .and do not necessarily represent the actual cost for the type of work
indicated.,

General and Administrative Expengesg

General and administrative expenses varied inversely with the size of
business, averaging 12.6% per cent of sales for the swallest group, 9.08 per cent of
sales for the middle size group and 7.06 per cent of sales for the large concernsa.

This decline in expense for the larger businesses was particularly marked in the item
of salaries paid to executives. For every sgale of $100, executives were paid $4.87

by the group of small firms, $3.20 by the middle group and $2.23 by the group of large
firms, Apparently increased sales meke it possible to effect econcmiee in thig item of
expense. - But it should be noted that executives of emall firms may perform 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 expenze which varied invercely
with the gize of business was the rental paid for property used in the bueiness. This
doec not necessarily mean that rental costs were reduced by increased sales, It is
more likely to indicate thet the large firme own their own premises whereas small
firms rent. No classification hasg been made of the contributing firms on the bagis
of whether they rent or own the property they occupy so that it is impossible to draw
any definite conclusione as tc the effect of increased sales on rental expensegs., But
a firwm which owns its own premiges thereby saving rent would have expenses inherent
in ownership which a tenant company would not have, such as repairs and depreciation,
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taxes and incurance. Interest on investuwent in real estate is normally considered
in arriving at rental figures, OSuch interest finds no counterpart in the expenges
reported by firmeg in owned premises., Nevertheless, combined figures for rent,
taxes, repairs, depreciation and insurance offer some indication of the way that
tenancy coeto vary for different sizes of business., For these items the group of
samall 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 bagis, there was a definite
decrease of expense with increased salwg, Professional services, though not a
large item in any of the groups, .also decreased with increased sales.,

In the case of certain items of general end administrative expenge there
were apparently limits tc the extent to which increased sales tended to decrease
expensec. For example, although the remuneration of general office staff decressed
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 item: 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 two.

Interest

Each firn was asked to repcrt the amount of interest paid on borrowed
money. Such interest averaged 0,58 per cent of gal=g for all general dry goods
firme reporting. The group of small firms reported an average of 1.16 per cent;
the middle grou., 0.37 per cent and the group of large firms, 0.70 per cent.

Interest payuments reported by any firm represents the resultant of two
factors: (1) the rate of interest paid and (2) the vclume of borrowed money
uged. Since the first factor is relativel; unifcrm whereas the second may vary
between wide limite 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 ig used in various sizes of business and they provide
a measure against which each firm can compare the extent to itz use of borrowed
funds with the average for the corresponding size class.

Inclugion 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 businese or in some outside enterprisge.
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 bteen used
by the Harvard Bureau of Business Research in securing comparability in total
expenge ratios,

In one method the item of intere%t expense is made up of the interest
paymente actually made for borrowed fundec and in addition, an arbitrarily chosen
percentage (6 per cent) of the firm'sown 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 gince the allowance on a firm's own capital
does not represent a cash outlay of funds thie amount is leter credited back to
"other net .income®™ before a final net gain or loss for the year is declared.

In the gacond method an arbitrary percentage (6.0 per cent) of the
agsete (not the capital investuent) of each firm ie charged as an operating ex-
penge. Actuel intersest payments for borrowed moncy are omitted. To include in
expenses a percentage on all asgets and also to include the actual interest paid
on borrowed money would introduce duplications because the assets include those
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amounts or liabilitlese such as mortgages, bank loans, etc., for which interest is
being paid. Therefore, interest actually paid for torrowed money is not congidered
as an expenags item but is covered by the 6.0 per cent of total assets which is
charged ac an expensa, whether those assets represent owned or borcowad capital. The
azgets include.merchandise inventory, investment in owned land, buildings, equipment,
cash and securities on hand and accounts raceivable. Interast sghould bs earned on
these before a true profit can be declared.

But again while intereazt on the assets is a true axpenga, it doas 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 funde and
which was omitted from expenses., Intereet actually paid, therefore, is deducted
from the percentage of amsets which was regarded as an expense and the remainder is
credited to other income.

WHOLSEALE DRY GOODS TRADE, GZNEKAL LINE

Operating Results of Firms Claseified According to Amount of
Annual Salaes, 1938 y

(Showing res.lts when value of assets is considered)

=L SWTE S
Total Amount of Annual Sales
- 100,000 | $500.000 | §1.000,000
Expense Item all $ to $ o oL e )
Fipa $499,999 | $999,999 | $2.000,000
Number of firms reporting ey 04 22 6 il 5
Aggrogate saleg ..ocvoevenee..o... | $15,886,395 | 1,521,366 | 7,903,395| 6,461,634
AV'}rage sales COCDesEsEeEEOIOLIOOEESTTSIEDITTETTE & 7224109 1553561 7181490 1L292’_527
Hot BRRAR . ; vvope s qmming o o solifeaiy 100.00 100.00 100.00 100.00
Net cost of merchandise sold ....: B0.82 78.351 81.03 81,15
Groﬂs margin C e B SO bSO 19018 21@69 18097 18085

Operating Expenses - % of Salas

Genoeral and Administrative:
All items except interest paid

on borrowed fundg ...ceeeesse 8,01 11.47 Sl 6.36
55% of aasets C0s0seessssveos e ) 2,87 3. 46 2087 2.78

Total O 5 & %9 0o 00 PP s et e SO0 10088 14’.‘95 11')58 9009
Total s2elling expongsd cceececses 8,21 5 "BR0 7:39 9.21
Total handling expensie c..c....o 2,04 2,10 1,82 2.28

Total operating expense ..... - 21.13 25,23 20.79 20,58
Net: Profit or LOSE Osesaenneese -1o95 ’“5054 “‘1082 “1073
Other income (including 5.0% of

azsets less intarest paid) .. 3,66 S8 5,58 3.56

Total Net Gain coO0seesstevsseeionn 1071 -0050 24;00 1‘483
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These are the two alternative methods which have been usad by the Harvard
Buraeau of Bueineas Research in s:curing comparability. In the table on the previous
page the sacond method has been uged to readjuet the figures ghown in Table 1. An
arbitrary rate of 5.0 per cent of the assats of the firms in each group is shown as
an iten of the general and administrative expense. No sgeparate item for interest on
borrowad funds is shown. Only the sub-totals ara given.

It will be seen in comparing the adjusted figures witn those given in
Table 1 that the average general and administrative expense and total opsrating
expenss are increased to such an extent that all groups record opsrating loeses.
An average of 5.0 per cent of the assets less intereat paid oh borrowed funde ig
then included with "other income." The total net gain is, therefore, the saue as
that shown in Table 1. : .

Selling Expenses

It waa in itams of selling expenan that the group of firms with sales.
of from $500,000 to $999,999 made their best showing comparesd with the two other
groups. Their expenses under this heading averaged 7.39 per cent of net sal=s,
Selling expensea of the group of small firms amounted to 8.20 per cent of net sal::s.
The highest gelling expenas of 8.21 per cont was recorded by the group of large
firmg. One might reasonably expect that selling expense would be reduced with
volume, This may be true up to a point beyond which .sellings expensa is liable.to
increaz® 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 sales.
It is difficult to say, however, whether or not a wider investigation would bear
out this conclusion. .

The table also reveals to some extent the method of coperation of firms
in the three grou;s. For example, thse remunerdtion of the inside =ales force of
amall firms averaged 0.39 per cent of net sales compared with 1.81 per cent and
1.38 per cent for the middle group and group of large firws respectively. It hasg
been pointed out that the item for salaries of executives averaged higher for the
emall-firm group than for the other two. It is not too much to assume, therefore,
that the lower retic for .the group of swmall firme in. thig item of remuneration for
ingide =malec force is due perhape in part to the fact that their executivec handle
a large portion of their inside sales business.

Remuneration of outeide sales force accounted for 4.27 per cent of net
salee in the group of small firme, 2.46 per cent in the middle group and 3.65 per
cent in the group of large firme. Unfortunately, in order to avoid discloeing
individual ojperationz: it has not been possible to give the details of a factor which
i most important in influencing this item, nanmely, extent of gales territory.
Speaking generelly, the larger firms included in this surve; confined their opera-
tioneg to one or two provinces. Many .of the .smaller firme reporting operated on a
national basis., It may be due to this factor of an extended sales territory that
the remuneratiorn and expenses of travelling salesmen of small firms are high. A
comparigon of expenses on the bagiz of territory covered would have been of value
had the number of reporting firmg made this poesible.

According to Table 1 no brokerage commigsiong were paid. None of the
22 reporting firmg found it necessary to use the services of brokers.
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Advertising is a limited item of celling expense in the wholegale dry
goods trade. For 1938 the advertising of firme in the small group accounted for only
0.26 per cent of net ssles; 0.27 per cent for the middle group and 0.35 per cent for
the group of large firmg. Discounts allowed to customers averaged 0.73 per cent in
the group of =mall firms; 0.92 per cent in the middle group and 1.88 per cent in the
group of large firms,

Narehouse, Handling and Delivery Expense

FPirms of the middle group which made the highest net profit aleo re-
corded the lowest everage for warehcuse, handling and delivery expense. Their total
for these items was 1.82 per cent of net sales. The group of emall firms averaged
2,10 per cent while the group of large firms averaged 2.28 per cent.

The most important item of warehousge handling and delivery expense was
the remuneration paid to warehouse, ghipping and delivery staff. Thie amounted to
1.60 per cent of net saleg for the groug of small firms, 1.30 per cent for the middle
group and 1.46 per cent for the group of large firms. For the maintenance of delivery
trucks the group of small firms had the negligible average of C.0l1 per cent of net
sales whereas the middle group with 0.12 per cent had the highest. Thig item is worth
noting merely as an indication that few firmes maintained their own delivery trucks.
OQutward parcel postage, freight, etc., averaged 0.24 per cent, 0.20 per cent, and 0.45
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 deliver; expensze and perhaps a number of items
under other headings would be influenced by the volume of "drop shipment” business
which a wholesaler trangacts. Contributing firus, however, were not requested to
supply this information as it ig 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 grosg margin it
was found that firme with annual eales of from $100,000 to $499,999 averaged an
operating loss of 1.24 per cent of their net sales. Those with annual cales of from
$500,000 to $999,999 averaged a net profit of 0.68 per cent of net cales 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 substontial profit or with a large loss were exceptional.

Cooperating firmes were asked tc give the amount of their "other in-
come" such as service charg:s to or advertising allowances collected from cuztomers,
commigsions earned, interest, discounts earned and other income incidental to the
buginegs. This item in a number of cages was sufficient to change a loss intu a
profit. With "other income" taken into consideration the net loss of the first
group wacs reduced to 0.30 per cent of net sales. The profit of the secund group was
increased to 2.0l per cent of sales and to 1.83 per cent of salec in the case of the
third group. '
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Rate of Stock Turn

It seems logical tc suppose that the rate at which a merchant turns over
his stock during a year's operations will have soue affect on his operating resulte.
A rapid turnover should effect 2 saving on capital invesctment, storage space, and
ingurance. No table has been prepared on the basis of a clagsification according to
rate of stock turn but the rate of turnover iz shown for all clagsifications given.

In Table 1 the average rate of stock turn is shown for the 22 firms
examined. In the group of firmg with annual cales 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 firmes the average stock turn was 3.63
times.

The rate of stock turn is the number of timeg the volume of merchandise

on the shelveg is gold and replaced. It is measured ir the present survey by divid-
ing the net cost of the merchandise sold by the average inventory of merchandise

at cost. If, for example, the net cost of merchandice sold during the year is
£100,000 and the value of the average inventory at cost is $25,000, then the rate of
gtock turn ie 4.0 timee a.year.. In other words the average inventory of $25,000, hag
been turned over four times. Perhaps it should be emphasized that the rate of s&ock
turn is obtained here by dividing the average inventory into the cogt of merchandicse
20ld and not, as is sometimes done, intc the net sales. To use the eales .figure,
which includes gross margin, would give a misleadingly large figure for turnover.

In order to détermine the average inventory, questionnaires submitted
to the cooperating firme asked for their inventory figures at the beginning and end
of the year. Therce 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 yesr. The inventory taken at one
period of the year when businese is normally dull or brisk will not be typical.
Other records in the Bureau of Statistice indicate that the average of the year-end
inventories is approximately 17 per cent below an average figure based on monthly
raturns. An adjustment was accordingly made before computing the stock turn to
allow for this difference.
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Table 1.--WHCLESALE DRY GOUODS TRADE, GENEKAL LINE,

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

Amount of Annual Sales

Total $100,000| $500,000 |$1,000,000
Expense Item all to to to
g Firms L $498,999 |  $599,999 | 82,000,000
Nugber of firms reporting ..... 22 6 11 5
Aggregate sales ............... [$15,886,395 | 1,521,366 7,903,395 | 6,461,634
Average s8l€8 ....iiiiiiennenns 722,109 153,561 718,480 [ 1,292,327
Not shles wa.beccoeonan Jbt - - 100.00 100.00 100.00 100.00
Net cost of merchandise sold . 80.82 78.31 81.03 81.15
GRAISSUMAREIR A .o Judilio, . RIS 21.69 18,97 18.85
Operating Results--% of Sales
General and Administrative:
Salaries of executives ....... 2.96 4,87 3.20 2,23
Directors! fees and expenses . 0.09 .00 0.08 0.13
Kemuneration—--general office
LT T I B e 00000 sluobe ¢ 1.32 1.99 1.22 1.28
Taxes--except income or sales. 0.44 0,38 0.51 0,36
Lkentals for property used in
PRUSKIEEE o olle o o do Sonston BARE o & 0,55 1.06 0.76 0.16
Light, heat, power and water . 0.21 0.19 0.22 0.19
InSunatice «dd.8 0.0 tot T ing o 0,23 0.37 0,25 0.18
Repairs and depreciation
(buildings and equipment) .. 0.29 0.14 0.29 .58
Bad debts, provided for or
wipSHben Qfsit b | et A 3 0.64 0.50 0.86 0.41
Profesesional gservices ..ceeec. 0.08 0.10 0.10 0.06
Postage and excise ceeescerens 0.28 0,29 0.30 0.24
Telephone and telegraph .¢.... 0.12 @21 0.10 0.12
Printing and stationery ...... 0.20 0.18 0,22 0.20
Interest paid on borrowed fums 0.58 1.16 0.37 0.70
MISSEETNENE AR ot e 4 v o o o o o S vee L 000 Lol LIRS TS = i
TOTAL--General and Adminis-
trative Expenses .... 8.59 12.63 3.08 7.06
Selling Expenseg:
Remuneration--inside sales
1 o R R S S Ao E iS50 0 393 1l 1.38
Remuneration--outeside zales
Honeem, 5., . s R e L) L. o &l 4,27 2,46 3,65
Expenges of travelling sales-
GRS ole 5 sxofers o s roiie]od R TLIoF 1.79 23152 1.67 1.78
Brokerage and commissions paid
10) OBWET'S| Joio (s B enatotom] Holy, S 8 .00 .00 LG .00
AoNisbisicslinip . a8 .20t L ann S ok 0.3 0.26 0.27 0.35
Discounts allowed to customers 1.29 0.73 0.92 1.88
Miscellaneous selling expenge. 1.20 0,03 0.25 JOFI7
TOTAL--Selling Expenszes .... 8.21 8.20 7+59 9.21
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Table 1.--WHOLESALE DRY GOODS THADE, GENERAL LINE--(Cont'd.)

Operating Results for Firme Classified According to Amount of Annual

Sales - 1938,
= mmmlTTr T e ':—.—.-’."‘"’"‘2?”-_:. ==
Total Amount ol Annual cales
Expedes TN all $100,000 $500 000 |%1,000,000
Firmg to to to
W v S v 1= =g 5 1 $499,999  [$993,999 |$2,000,000
Warehouse, Handling and Delivery
Expenage:
nemuneration--ghipping eand delivery

gtafl S B E 4 el L j AR 1.39 1.60 1.30 1.46
Maintenance of delivery tracks 0% n GOSN 0.01 062 0.11
Qutwerd parcel postage, freight,

BLCL cne A.CBEE J o b Pl e S OB 0.24 0.20 0.45
Warehouse supplies ........... R 0.16 0.10 0.16 L7
Miscelloneous ce.cescesvacescnceses | 0.07 0.15 0:04 0,09

TOTAL--Warehouse and Handling

EXPenses .evecossns ASEL .04 AR, 1.82 2.28

TOGTAL, Opercating Expences ceeeeeceesns 18.84 22,935 18428 18.55
Net QGperaiing Profilt on ISOSE "...n Tad < as 0.24 -1.24 0.68 0.30
Other" FRiceme y: '« « « o4 o I8 pexeains s o C 187 0.94 1,32 1,53
Total Net Profit or Losa Ains SRRX Blevs 3 (5 i T -0.30 2.00 1.83
Rate of Stock Turnover (times per year) 3,23 2.41 §.1% 3,88
FEITI TG BTSSRI e O ST R RS B =X Tz

Firmg Clasgifi-d According to Profit or Loss
Table & sets out the operating results of general line wholesalers with

annual sales ranging from $500,000 to $993,999 on the basis of profit or loss.

From

thic table some indication may be obtained of the expense factors which contributed
to the profitable or unprofitable operations of the year.

Questionneires of only 11 reporting firms with a total sales volume of

87,903,395 were sufficiently comglete to be used in this comparison.

ported profits while three reported lossa

ag well as that of operating expense.

Eight

firme re-

€. The firme reporting profits obtained
better resulte than thosge reporting losses both from the standpoint of gross margin

Their groes margin wag 19.57 per cent of net

gales, or 2.1¢ per cent of net sales higher than the groes margin of 17,37 per cent

gecured by unprofitable firms.

In addition to ottaining a better gross margin,

profitable firmes also operated on an average expense of 17.87 per cent of sales,
which was 1.56 per cent less than that of unprofitable firms whoge average expense

amounted to 18.43 per cent.

A rapid stock turn normally contributes to profitable operations but in
the present conparison the advantage, if any, lay with unprofitable firms whose stock

turn for the year was 3.31 times,
times,

The profitable firms had a stock turn of 3.10

The greatest difference in expense wac in the item of salariecs paid to

exacutives.

For this item the profitable firms recorded 2.72% per cent of net sales

which wag 1.72 per cent lower than the 1.45 per cent recorded by unprofitable firms,
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Largely due to this= item general and adminigtrative expenses were considerably higher
in the unprofitable grouy 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 firme than in the case of profi-
table ocnes., On the other hand, cortain iteme of expense weore higher., Bad debte, for
example, amounted to 1.21 per cent of net sales compared with U.73 per cent for pro-
fitable firms.

Selling expenge:z for the profitable grou; amounted to 7.49 per cent of
Inside saleg force accounted for 2.12 per cent while owteide sales force
Selling ex-

Ineide sales force
cent and travelling

net sales,
accounted for 2.47 per cent witn 1.56 per cent for travelling expensas.
penses of the unprofitable grou. were 7.16 per cent of sales,
accountad for 1,01 per cent; outside sales force for 2,42 per
oxpenses 1.98 per cent of gales.

Expenses for warshouge, handling and shipping
the cage of unprofitable firas, amounting to 2.03 per cent of
1.74 per cent for profitable firus.

ware slightly higher in
net sales compared with

TASLE 2.--WHCLESALE DRY GOODS TRADE - GENEKAL LINE
Operating Hesults for Firms Classified According to Profit or Loss - 1938
(Annual Sales $500,000 to $999,999)

RSNy Ti{‘l‘l‘ Pr;g*itable Unprofitable
Firng irms Firms
Rumber of firms reporting ....ceveeecceicnee 4t 8 3
RREEagale HAIEE ...l J.an b bl deolieeds il $7,903,395 | 5,742,476 2,160,919
Average sales ...... o o R oo iolurale Rt 718,490 717,810 720,306
MR RN SRR BRI [ TR T 100.00 100.00 100.00
Net cost of merchandise 80ld ...icecenceces 81.03 80.43 82.53
EroaBl MARFINE .« LT 6Tk Sl o el dhalskstats 18.97 19,57 17.37
Qperating Expenses - % of Sales
General and Administrative:
Selaries of executives .....cevvcevn.. b o 3.20 23 4.45
Directora' fees and expenses ...eceeeos. 0.08 0.11 «0
Remuneration - general office staff .... 123 1.26 1.10
Taxas-—except incowz or 88128 .eveveesns (@) 5t 0.56 0,39
Rentale for property used in businezs .. 0.76 0.85 0552
Light, heat, power and water ........... 0.22 0.23 0.21
TS URENCEN s 1211 <o *lans Rl aaveeReuSNl o1 5 B S CD o 0.25 0.26 0.24
Ropaire and depreciation (buildings and
ety (.. ¥t . ts; g Rad. aly 0.29 0.31 0428
Bad debts, provided for or written off . 0.86 0.73 1.21
Brofesgicnall [serviicais ™ ... ona. LR 0wl .. 0,10 0.10 0.12
Postage and excife ......ccvveucvnsnnaso 0.30 0.28 0.3b
Telephones and taelegraph ..ceceecescecses 0,10 0.10 0.10
Printing and stationery ....eccececscse. 0.22 0,18 0.30
Interast paid on borrowed funds ..:..o0. 0,37 0,35 0.43
Migcellaneous ......c.cioeevenencincesees | 0,60 [ 0.59 ] 0.60
TOTAL - General and Adminigstrative
o ge T R Ry 3 9.08 8.64 10.24
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TABLE 2, --WHOLESALE DU GOODS TUADE - GENERAL LINE_—(Cont'd.)

Operating Resulte for Firms Classified According to Profit or Loss - 1938

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

—a o

TOTAL Profitable |Unprofitable
Expenzse Ttem All Firms Firms
IO T . TS L T Firms -
Selling Expenses:
Remuneration--ingide sales force ..... 1.81 2:12 1.01
R outgide sales force .... 2,48 2.47 2,42
Expenses of travelling salesmen ...... 1,67 1.66 1.98
Brokerage and commissions paid to
OBROXE .« v sqnaiep il Mol y » 4ol Buses o ¢ .00 -00 .00
AdUer LLERNE | wovie o 05l TS D5 oo s s o 0.27 0,19 0.49
Discounts allowed to customers ....... 0,98 0.99 0.74
Miscellaneous selling expense ........ 0.256 0.16 ol 1G58
TOTAL - Selling Expenses .....ccc.. 7,39 7.49 7.16
Warshouse. Handling and Delivery Expense:
Remuneration--ghipping and delivery
BREEL | o+ 1 pog e B s TS BN & o 1.30 1.24 1.45
Ma¥nsenance of delivery trucks ....... 0.12 0,15 0.04
Outward parcel postage, freight, etc.. 0.20 0.19 0.24
Warehouse aupplies .......cecvecacennn 0.16 0.13 0.26
Miscellanesous .....ccenveecens kS o 0.04 0.03 0.04
TOTAL - Warehouse and Handling
Expenges ......::.000000 1.82 1.74 2.03
TOTAL--Operating Expenses ... c....... 2A%% 18.29 A7.87 19.43
Net Operating Profit or Lose  ........ 0.68 1.70 -2,08
Othes Inel@me ..!. sl URIT,. ..., T AR 1.32 1.06 2.00
Total Net -Proifii -pr LEss WL fdeslt. Vet dos 2.01 2,76 -0.08
Rate of Steck /Tufmbwie SRR, «o Bh )l e oot 3.15 3.10 3,81

C — — A > ——

Specialty Lineg

In Table 3 the operating results are shown for dry goods wholesalers
of specialty lines as distinct frow the rasults of goneral 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 margine and opera-
ting expensez ares conmsiderably higher, not altogether bacauses of their small size

but to some extant because of the nature of their busineass.

There were 35 gpecialty firme whose guestionnaires were used in the

survey .

Of this number; howevsr, theras ware 21 firms with individual annual sales

of less than $100,000 who were unable to give couplete answers to all the ques-
tiona. Small firms apparently do not find it necessary to keep thelr 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 care, ag their questionnaires were
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not completed in the itemized form rejuzeted the sub-totais only were uged.

The questicnnaires of only 14 large firas were complete and their
avarages are shown in the last coluan of Table 2. This group of large specialty
dry goods wholesalers had a groas margin of 20.51 per cent witn operating ex-
pensas of 21.56 per cent. Their operating lossz, therefore, amounted to 1.05 per
cent of net sales. "Other Incume"™ of 1.27 per cent was sufficient to give thea a
net profit of 0.22 per cent on the ysar's cperations. The group of 21 specialty
wholesalere whose annual sales were less than $100,000 had a groes margin of
26.13 per cent;, an operating expense of 24.57 per cent and a consequent oparating
profit of 0.63 per cent which was increased to 1.49 per cent of net sales by
"Other Income." Although thsir operating expenses were considezrably higher than
those of the larger [irms, neverthesless the substantially larger gross margin of
the smaller firms was sufficient to offset the difference and provide e small
profit.

Stock turn was s=lightly faster with larger firms, amounting to 2.19
times compared with 2,15 times for their smeller competitors.

The claggification of "Specialty" wholesaler includes those specialisz-
ing in knit goods, cottons; piece goods, rayons, zilks and velvets, woollen= and
worsteds, 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 diffar 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
merchante in other lines. It would, ther=Tore, have been most degsirable to show these
gpecialty firms claszified according to their lin2 of business, but the number of
usable questionnaires received was not sufficient to allow the calculation of repre-
sentative average operating ratios for different typee.

TABLE 5;::WHOLESALE DiY GOODS TRADE, SPECIALTY LINES

Operating Results of Firms Clageified According to Amount of
Annual Salea - 1938.

el Amount, of Annual Sales
0
Expense Item ALl Less thag—77$100,000
; $100,000 to
Firmg 3 | $499,999
Number of firme reporting .....ccceeveileceins 35 21 14
Aggl‘eg&te 88188 0000062 EELPILRRNOIBPOEUO0O0O0CESERO0OT SN $5,22598’92 19477p751 5)746’141
Average salea VOUGES s 0 e RS A e e dE eSO eE RSO0 1431254-_‘_’ '70Aﬂ§69 267JSBl
Net sales L L N L I R LY 2K O L B B R R R Y N Y S RN BN NI IR R S S 10012'00 100"00 100000
Net cost of merchandise Eold Vv OEsEOOESEBDS DY 78x16 74';81 79049
Groae margin DT T YO U e R0 e YU RN PTRO e ®DY OO 211)84 25'19 20051
Operating Expenses--% of Sales
General and Administrative:
Sll&l‘ie& Of executives .noa-?oeoooooo.oooo B b = 5046
Directors' fees and expen=es .....csesvceeoss - - .00
Remuneration--general office staff .......... - - 5%
Taxes-"'ﬂxcept income or aales C 0D U000 ED D = = 0029
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TABLE 3.--WHOLESALE DRY GOODS TRADE, SPECIALTY LINES--(Cont'd.)
Operating Results of Firms Clasaified According to Amount of Anmual

Salag--1938.

=
|Amount of Annual Sales

Expense Item Tziil Less than | $100,000
Fi $100,000 to
o4 tneieRkAdeE: g $499,999
Operating Expenses—%of Salaes--(Con.)
General and Administrative:
Rentals for property used in business .... - - i.23
Light, he&t, power and W&ter DGO RSsEESPFIOUVDL T . 0008
Insurance PRI Y N Y R R Y S 9 5P P OO SO OERERPOEEDLPOEEOTLTE = == 0@57
Repaire and depreciation (buildings and
GQUipment) O ® @ ® PG OE® N OREOPLCEOTONT RO D B . 0007
Bad debtsz, provided for or written off ... - - 1At
PrOfGSSiOD&l SeI‘ViCBS O e "8 SO AT ECOEOEOEOOINPOLEPOEELEPEDS - b 0018
Plostage a.nd eXCiSQ D8 3308058000000 sesseeY ¥ — 0022
Telephone and telegraph hesBeB s s EIEBEEERED = = 0021
Printing and St&tionery 08B BOODOIIODOO DO = = 0025
Interest paid on borrowed funds ...eicceeo ~ - 1.58
Miscellaﬂe()us I E R EEEEEREE XN NI Tt e e essoen e D il - 0989 i
TOTAL—-General and Administrative
EGpanses)| Sall, (LM, T L. oLke ! BLEE) 2 16.93 136R
Selling Expenses:
Remuneration-—inside salez force .....v..s - - 1.82
n Out&ide Sales fOI‘CG Cesrvendc - — 5058
Expenges of travelling salesmen .....ccses - - 0,94
Brokerage and coumissions paid to others . - - 0.29
AdvertiSing Pe B e st e IR e BEE P 2D e s ev O s BB LSO °© = —] 0022
Discounts allowed to customers .........cs - - 0.81
Miscellaneous selling expense ..........., - - 0.57
TOTAL--Selling EXpenses secesvssecessen 7.72 6.43 8.23
Warehouse, Handling and Delivery Expense:
Hemuneration--shipping and ‘delivery staff. > - 1,01
u&intenance Of delivery tI"..leS oD rPOSESREIRES e . 000
Outward parcel postage, freight, etc. -..0 - - 0,49
Warchouse suppliea ....... b o B8 Ak AT - - 0.17
MiscellaﬂeOuB O ® ® &8 80 ¢ 88 5080 9800 s ana s .0 [ - - 0004
TOTAL--Warehouge and Handling Expenses Telal 121 1,71
TOTAL, Operating EXpenses s:ec.veescessonss oI - 24.57 21,56
Net Operating PI‘Ofit OI‘ LOBS Os e P e PP EESREENERD = 0065 —1005
Other Income ...... o e AN, N R o e 1,15 0.86 1,27
Total et PREBIERORNEGSEE M. o 45 o ofelatols) sotersie s s - 1.49 0.22
Rate of Stock Turnover (times per year) ..... 2,18 2:15 2-,19
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Firang Classified According to Profit or lLoss

There were 21 specialty dry goods, wholesale firme with annual sales of
less than $100,000 able to give totals but not able to break down their expenges into
the items requeasted. These firms have been divided in Table 4 into two groups, those
which operated profitably and those which operated at a loss. The better results of
the profitable firms were due- to their groass margin of 28.85 per cent of net sales

which was 10,12 per cent higher than the gross margin of 18.73 per cent which wag ob-
tained by the unprofitable firms,

Operating expenses of profitable firms amounted to 25,02 per cent of net
gsales compared with 22,76 per cent in the case of unprofitable firms. The general and
administrative expences of profitable firms were glightly lower than unprofitable
firmeg but their larger selling, and warehousing, shipping and handling expenses more
than offset this difference,

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

TABLE 4.--WHOLESALE DRY GOODS, SPECIALTY LINE

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

(Annual Sales less than $100,000)

- TR . XA
TOTAL : .
= Profitable |Unprofitable
Ienggy T Ul %11 Firnms Firms
Firms
Number ofis.f£icns éfeportitngs s sewn . o vd Rk 12 9
Aggregate 8818 tevevirnnsininieans L ome $1,477,751 944,249 533,502
Average-gales . Jd..sb.dvs it COERCT $ 70,369 78,687 59,278
Net sales LI I I I L T R R O O I I I N Y looDOO 100000 100.00
Net cost of merchandige '20ld .....ccesde 74,81 73156 81.27
Groggsmangdn. aiic). . of el gl 0 S e 25.19 28.85 18.73

Operating Expengses--% of Sales

TOTAL--General and Administrative Expenses 16,93 16,74 TN
TOTAL--Selling Expensges ......ccus. o I TD Aok 6.43 6.86 5.65
TOTAL--Warehouse and Handling Expenses .... I= L 1.42 0.83
TOTAL--Operating EXpenses ..c.eeeveecensses o 24,57 25.02 23,76
Net Operating Profit or Loss ..c.... Ly 0.63 3,82 -5.03
Ofes - TRCQMBL Svi s b s o R0 ol BbOh. Shiccoc 0.86 0599 0.64
Totaill Net IRroffiBjont Hogs i .ol Jeiole - op oy ven 1.49 4.81 -4.39
Rajlie! of &Stk TUBNOVErs &5 s - ik onsist o satrs 251G ol 2,08

vk Sl ey
NOTE: Further breakdown of expenge items wag not available.
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Middle Range Comparisons

The foregoing tablea show the arithmetic averagez of the co-operating
firmg. That is to say, the dollar totale of each expense iteu of a group have been
expressed ag 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 obtained. The total figures for the
group in which that firm is included would be out of 1line with the other firms in the
group and the recult to that extent would not be representative, In Table 5 this
difficulty is overcome by the use of "Middle Range" figures which eliminate firms
reporting exceptionally high or low figures for any item.

The method of compiling the table of middle range figures differs from
the method used in computing arithmetic averages. For the purpose of explanation
we may concider the clagssification of Gen2ral Line Wholaesalers with annual sales
of from $500,000 to $999,999.  The reports of 11 firme were used in this class.

To cbtain the arithmetic averages the sales of these 11 firme were added togethep.
The total of each expense item wag then taken for the 11 firms and exprecsed as a
percentagae of the total salzg of the group. But in computing the middle range
figuree shown in Table 5, the questionnaire of each contributing firm was con-
2idered separately. Each and aevery item of that questionnaire was expressed as a
percentage of that particular firm's gsaleg without relation to any of the other
contributing firms. Thesze 11 companies could then be compared with each other
item by item.

The middle range.and "median" figures for this group were then obtained
asz follows: To obtain the median of .salaries of executives the 11 questionnairesg
were arranged in ascending order according to the amount of the percentage which
had been computed for each for this item. For example, the salarieg .paid to execu-
tives by reporting firm "A" may have amounted to 0.75 per cent of net sales; of firm
"B", 0.87 per cent of net salesg; of .firm ."C", 1.34 .per cent .of net sales and so on.
When the eleven questionnaires had been arranged according to the amount of this
item it was found that the questiomnaire in the middle of this list of eleven, or
the gixth firm in ascending order, reported executives sgalariez 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 zalaries to executiveg. The 11 queztiocnnaires were then re-
arrangad to obtain the median of the next item of expense in the same way. Each
item in the table, therefore, is.the percentage of net sales which wags expended for
that item of expense. by the firm .appearing in the middle when the 11 .firme were
arranged in order for that particular. item.

To obtain the total wedian and quartile figures of General Line Whole-
calers, the questionnaires of the 22 firms were arranged in order. The median .shown
in the table for each itew is the average of ths returns of the two middle firms,
The 22 questionnaires were erranged as before for each item in order of the size of
the percentage reported for that item. The percentage of the firm which is eixth
in the agscending order when. thus arranged is . the lower quartile, while the percentage
of the firm which is seventeenth in the ascending order is the upper quartile. The
figures for the first five firme, or the five firmgs reporting the lowest percentage
expense, and the figures for the last five firms or the five firmes reporting the
highest percentage of expensze for each item are, therefore, thrown out. The middle
figure or median is given and upper and low:r quartiles are the upper and lower
limite of the middle half of the reporting firms.
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Theoretically the median figures for each item represent the per-
centage which the common or typical firm expended for thet item. If one hags a large
number of firme to work with this should be practically correct. In the present case,
where there are so few firme reporting it is well to check the mediansg of Table 6
with the arithmetic averages of the previous tables., Whils the figures of the two
types of table are not expected to agree, neverthelese, the large difference in the
cagse of a few items is sufficlent to merit a word of explanation.

For example, the item "Maintenance of delivery trucks," while not
large, nevertheless, doeg account for a gmall expense in the arithmetic tables whereas
it is given as 0,0 per cent in Table 5. The ex,lanaticn of this is that the majority
of firms reporting did not maintain any delivery service and, therefore, incurred no
expenege in .this connection. In a sejuence of firme for this item the middle firm
would, therefcre, be ona having no expense for delivery truck meintenance. In the
came way other apparent discrepancies or wide variations in the two types of table may
be accounted for,

Finally it should be pointed out that the sub-totals and the totals
of operating expenss are computed in the same way as each item. They are not the
gum of the medians shown but are in themselves medians.,

A copy of the questionnaire completed by contributing firms is
appended,



TABLE 5,--WHOLESALE DiY GOOUDS TRADE, 1938

Middle Range Fipures of Expense Items by Size of Business

Ngt =

GENERAL LIKE | SPECIALTY LINES
Annual Sales (thousands of dollars)
$100 $500 { $1,000 100
Item TOTAL, All Firms to to to A, to
$299 | $o99 | $1,999 Firms | sag9
Q;‘;’;‘fl"l o | Median Qﬂ‘;‘;ﬁle | Medians Mediana
N RO RS TR « M Jhid s desalole Sarete e B 22 6 4l 5 35 14
Net 22168 scceesscaccerens X oxeileiop LR Teke 100,00 | 100.00 | 100.0C | 100,00 [ 100.00 | 100.Q0 100,00 | 100,00
Net cost of merchandise g0ld .....co0 81.83 80.10 77.45 el 8l g29 79.69 8@, 354 ~80.83
GrosEnanoin) == A ENT & ., O TROT S W s 18.17 18.90 22555 22530 | . 187220481 1S565 1 2817
Operating Expenses—% of Sales
General and Adminigtrative:
Salaries of executives .cveeeerssscoo .33 Sri 4.41 5.06 25893 1Tt i - “2.T6
Diraectors! fees and expenseg ceececo 0.00 0.00 0.02 0.C0 0.00 0,02 - 0,00
Remuneration--general office staff . 1.06 1.42 1.73 1.89 1.34 1.20 - 1.65
Taxes——except income or-sales ...... 0.19 0.35 0.66 0,30 0.66 0,35 - 0.24
Rentels paid--(a) All firms ........ 7 (a}ta)r2 0.65 1S 1.06 0,59 Q.02 - 1.14
- (b) Firme in rented
prenises only .. 0.58 oF:: 7/ 76 1,18 1,06 Q.73 0,18 - 1.14
Light, heat, power and water ....... 0.08 0.16 (57 0,09 0,20 0.20 - 0.04
TRSTTATICE] B oierereiais o ot s o ool ol ot dioiohbe ol Q.16 022 Q.30 0,23 0.24 Oril6 - 0.27
Repairs and depreciation (buildings
Bl CUREBIaHEY .. . b o o oot SN oand 0.08 0.18 0,34 (315 (0F 11453 0.34 - 0,02
Bad debts provided for or written off 0,38 0.49 0.71 052 0.40 0.48 - 1X0; 2
Professional Services ..cocesececsae 0,05 (0}¥eje) Gl (QJp fz (Op0f:! 0,06 - s ,0.16
Postage and eXCif8@ ....scovcecsoesae 0.24 0.28 0.34 0,29 0.30 0.2¢ - 0.22
Telephone and telegraph e..cecececnan 0,10 @)l 0.15 0,15 (0] 188 0.12 - 0,23
Printing and stationery ....c.e... X 0.10 Qe dS 0.28 Osl5 Q.24 0.24 - R a.24
Interecst paid on borrowed funds .... 0.22 0,46 0.93 1,01 0. 24 0,74 - G
Migcellaneous eceesceevacosnccasansan 0,28 U6 T 103 0.48 (0]F74%) - 0.76
TOTAL--General and Administrative ,
EXPENnses eesocesess o 0 7,80 9.85 LS 12.94 9,64 7.80 13.881 10.48

(Continued)



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

Middle Range Figures of Expense ltems by Size of Buginese

GENENAL LINE

| SPECIALTY LINES

Annuzl Saleg {thousands of dollars)
etk $100 $500 | 81,000 A $100
Item TOTAL, All Firme to to to Fieih to
$499 $999 | $1,999 $499
Lower ) Upper ; .
a Quartile Median artile Mediang Medians
Selling Expenseg: .
Remuneration--ingide sales force ....o. OL 07 1.54 1.78 0,04 1.55 1.46 - 1,06
L outside sales force «oe.. 1. 572 2,56 5,43 5.432 .54 3.81 - 2.86
Expenszes of travelling salesmen .e.s... JLe 25 LT 2,42 2.2 1.61 %62 - 1229
Brokerage and commissions paid to others 0.00 0.00 0.00 0.00 0,00 0.00 - 0,00 -
Advertising c.ocoee-... oSO e B e o 0.07 0.20 0.46 (05131 0.26 ORI - 0,03
Discount allowed to customers ...... e 0.26 0.91 1.42 0.18 0.95 1%:23 - 0.55
Miscellaneous selling expense .c....... 0,00 0,06 oS 0,00 |- 0,17 0,26 ~ 0.07
TOTAL--Selling Expense .ecceeeees o 6.18 Tl Bl 02 7.66 7.70 16.21 6.45| 6.95
Warehquse, Handling and Delivery Expence:
Remuneration--shipping and delivery
BB 215 oot arel o exte Xors » 13 STocoYeie s SO Y 0.30 19077 18 7AS 1.26 1.06 1.08 - 0.47
Maintenance oI delivery trucks .....<e. 0,00 0.00 YUl 0.00 0.00 0.00 - 0.00
Outward parcel postage, freight, etc. - 0.08 0,33 0.42 0,20 0,12 0.42 - 0.48
Warehouse supplies ...ceeereceenenes o 0,09 GBI 0.23 0,09 0.10 0.19 - 0.15
MISERLTEREONE oo covecce B ae i, caesaie __0.00 0.00 0.12 0.00 0.00 0.05 - 0.00
TOTAL--Warehouge and Handling
HEPENEER" o3 o Mo . Sl forToms bove s c 1.29 1.97 2.34 3.56 1.68 2.14 Q8191 1134
TOTAL, Operating Expenses «....cc.cccssess 16.39 2l Gl 122586 22,20 11 “18i.45 18,50 21.15| 21.05
Neig! OpeFatimgiProfit or LOSE iaesd bedi L A0S -1.37 0.08 1.39 -1,.56 0.50 ~0.80 -0,28 | -0.68
O har A SR T o dfave, o Ayl ofeisis ensasiohtl one, ases Lo agere 0.47 1.20 1.83 0.69 1.26 1.60 *0.59 | T1.58
TotalFNeils \IProfit 'of Loss Ll... 2.5 . - 0,05 0.81 2.29 -0.04 1.54 0,94 0.84| 0.60
Bafid of SUONE. TUBOMER . .%o . Lo 5 T omasros] e .74 GIACTE 3037 2.73 3.00 4.46 L7 | 186
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Extent of Wholesale Dry Goods Trade

In 1930, at the time of the lact decennial cengus there were 1,176 firme
in Canada, exclusive of rhoer and other footwear, engaged in the wholesale dry goods
and apparel trade with total annunl sales amounting to $212,716,700. Table 6 showd
the number of firme and annual sales by kind of business and by type of operation.

All types are roughly claseified into twc main groups designated "Whole-
salere Froper" and "Other Wholesalers." There were 500 "Wholesalers Proper" including
the regular wholeralnrs esuch as wholesale merchante and importers who usually perform
the complete functionsz of wholesalers, such as extending credit, buying. in bulk and
selling in broken lots, providing warehousing and delivery facilities, soliciting orders
through salesmen and furnishing market information. Included with these wholesalers
proper are also cash and carry wholesalers, dro, shippers, mail order wholesalers and
wagon digtributors but they sare unimportant in the Canadian.trade. There were 576
"Other Wholesalers" including district eales offices, general sales offices, manu-
facturers’ sales branches, expurt merchants, varicus types of agents and brokers such
as auction companies, commission .agents, buyers' and sellers' brokers, chain store
warehouges, etc,

The present report is concerned with the operations of ™Wholesalers
Proper" and does not deal with "Other Wholesalers." The repuart is further restricted
to four kinds of business; namely, dry goods--general line; dry goods--(specialties
n.e.s,); notions; and piece goodss

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 firmes reporting to this survey of operating expenses amounted to $21,110,287 for
19%8. On making allowance for the different level .of 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
Census but many firms were unable to give accurate or detailed information on this
gubject. Data furnished by .firms for.payroll and rent, however, were generally com-
plete. 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 included.
The figuree for wholesalers of Dry Goods (General Line) are of particular interest,
It will be noted thet the operating expenses in 1930 of 78 ectezblishments with annual
net sales of $40,592,900 amounted to 16.64 per cent of net sales. The result 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
$15,886,395 amounted to 18.84 per cent of net gales.



Table 6.--Wholesale Dry Goods and Apparel Trade by Kinde of Business and Type of Operaticn

Total Wholesalers A1l Other
Kind of Business Firma Proper __Wholesalers
No. 2 No., $ No. 8
[ U e N —— En 1,176 | 212,716,700| 500 | 92,574,900 | 576 | 120,641,800
Clothing and furnishings (other than millinery and foorwear ) 280 | 34,247,500 104 11,897,400 | 176 | 22,250,100
Cloihing (@atisies] ' 1idled: . cvyevscs s am Eb Sklo 0o blo GBI o o sl 652,200 8 471,800 3 181,100
Clothing and. Furnishings .....civ0%000.. D feloiske, o 2 SHaLAPAE 43 5,889,400 28| 4,426,100 | 15 1,563,300
Clothing, men'e and boys! veescscecsroas Y. B T N 33 2,183,800 1Ll el GOR* =22 1,411,100
Clothing, women‘s and children's ........ el T JAJE 2 51 3,567,700 14 578,600 | 37 2,989,100
CIoERTNE (SOBORMARM) v5iae e ol o todes s ovansn sond ovsnns 4 61,000 4 61,000 | - -
Furnishings (general 1ine) .........evevuunn.. N R 26 8,124,300 10| 1,919,900} 16 6,204,400
furnishings, (men’s and boys®) ......... B 0 8 -5 48 5,794,000 10| 1,424,100 | 38 4,359,900
Furnishings, (women’s and children's) «..e.ccecececeees 14 1,019,500 3 157;300 1 A 882,200
Faps @hi Tr cloMRARE v 5cis et cesines S0 oo B oo 3 8 akg jor 9 507,600 3 61,000 6 446,600
Hatnang GREIS o.. Jheebioosesmomes -0 MCC 00 o0T Tty v 18 2,726,800 7| 2,57k,200 11 1,155,600
175 1 " e, TR S A A I T R - A 8 2,366,100 1 (X) 7 (x)
Other Clothing and furnishings ......eeveevrcvenenoons 15 1,254,600 5 (¥X) 10 (x)
Dry goods (general 1ine) .oeeeeeceevoeen. gy T T 142 | 51,338,900 89 | 41,648,200 | 53 9,690,700
Dry goods (specialty, n.e.S.) c..cecevoue 0.3 G 6 00 o B SO = - 95| 21,402,400 37| 4,425,400 | 58| 16,977,000
L O R R S S S coons MESE Rlnhg 77 |1 119,568, 760 29| 3,570,500 | 48| 15,999,200
Other dry goods ..ceveccvvee. B Rl ol iesil R g 18 1,832,700 8 854,900 { 10 977,800
Millinery and millinery supplie® ..veeeveconeccoeecss ¥ Ao 22 5,790,800 2B | 2;7TT0,100 | 85 3,020,700
Nobdan@ o oo fee s i v = . bo've s Adus st K. s 3o KN L AT g 118 | 11,673,900 85| 5,480,400 | 34 6,192,500
ButtoMe ».:.. ewy. TP P o ] A A R Pt AN 2 (x) B (X) - -
Gloves ¢.... bons oo B0 o ole alotn 015 s) el wraknge Bia e e ise orevs Iler oo 9 1,717,100 6] 1,514,500 3 202,600
Laces and embro:Lderleq sheseneneasasredebense it ooaen e 16 905,800 [= 12 794,900 4 110,800
Notilona Heenei@l BNe) .. bisoloas . Soeborncerneonh e 79 8,447,800 54| 2,680,500 | 25 5,767,300
Tailors' trimmings and SUPPli€S  ..vevvecsvovsvoncsoes 13 (xX) i (x) 2 (x)
Bieco rmad@il .. so. s oo oums o A X O o5 MR 0O ¢ AT 348 | 88,265,200 156 | 26,352,400 | 192 | 81,909,800
Cotton goode ....... PO T L 36| 27,172,300 8 (X) 28 (x)
SRSB4 s o b afare » < el o o ob -l Jo i Hoe . . e i e i 10 673,300 5 320,400 6 352,900
Piece goods (general 1ine) «evsceeescesocnnscoocnea S HOR 126 20,714,300 65| 10,415,100 | 61| 10,899,200
o TR SR S R S —_ - | e Lk 5 6,865,800 2 (X) X (x)
SEINEE SERSNEEEE . . 55 b v e B b e SRl Pty — e w— 43| 12,881,J00 20} 5,165,700% 23 7,715,300
_Woollens and Worsteds .uve.verr vuvrenvrenransnnnn. - 1ad 189561500 | 7,726,400| 63| 12,230,100

(X) Figures withhold to avoid dlccloelng individual operations.

= "[2
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Curpgpnt Trends

The lazt complete coencsus wag taken for 1930 in which year dry goods
wholesalers (including notiona and piece goods) recorded sales of $77,907,000. Al-
though no subsequent census has been taken, survaeys are made each year and on the
bagia of samplegof rzpresentative firmg indexes of gales are computed which show the
general trend of the trade, Following the year 1830, salegz fell off and in 1933 had
dropped to $47,693,000, The sales index for that year stood at 61.2 (1930 = 100,)
The index rose to 70.3 in 1934; 71.6 in 1935; 74.8 in 1936; and 82.6 in 1337,

Thieg gradual improvement in the trade raceived a set back in 1838, how-
evar, during every month of which sales of dry goods wholesalers fell below sales
for the corregponding months of 1937. At the end of December, it was found on the
bagis of monthly reports receive:l at the Bureau from sample firms across Canada
that sales for the year were 16.9 per cent below sales for 1937, a decrease which
was recorded in evary economnic saction of Canada.,

Table 7.--Operating Expenses for Wholesalers Proper

e e e e

in_the Dry Goods and Aggarel Trade

Canada - 1830

s o o i e T . e o B o 4 i« et ™+ s e e g e — - et

[ Total No. Total Expencns [ [
No, of of Salaries | (including aala
Estab- Pro— | and Wages| ries and wages) < Net
Kind' of Businesa liehments| prie- of % of Sales
Repor- tors | Employees Amount |[Net
s e, ikt - N S SR Sales
TOTAL(l) sedld el i | 437 | 370 | 7,648,000 15,140,300|17,12 | 88,453,400
Clotning and furnishings
(other than millinery
and £OOLWEAT) .vevvuonoo 89 85 851,200 | 1,825,000|16.28 | 11,211,200
Dry goods (general.line) . 78 72 4,062,300 7,567,700(18.64 | 40,592,900
Dry goods (specialty,
fuona.) o v -geaitotinig 27 30 230,900 527,600(16.92 | 3,113,000
Millinery and millinery
SRR 5. b firs < 29 22 289,000 604,800(21.83 | 2,770,100
NEOREE . 6.0 o) Jerofots s LI 74 73 541,500 1,119,000|21.73 5,148,700
Pietel goaddad soil e Jershis, e ntth 140 88 5675 00 5,496,200113.66 | 25,591,500

(1) Not all firms w:re able to report operating expenses, This table is based upon
information furnished by those firms which could supply the necessary data,

(2) Not including proprietors' salaries.



SAMPLE QUESTIONNAIRE - 23 -

Keep one copy for your file File No.

SPECIAL ANALYSIS OF OPEHATING RESULTS OF
THE WHOLESALE TRADE, 1338

Pleaze nolte that all replies will be trented as gtrictly confidential,
Average results only will be shown.

All figurdas given in answer to the questiona on this schedule should re-
late to the calendar year, 1938, or to your fiscal ysar most closely conforming to tnat
period,

lo GROSS SALES ® ° v 9 a0 e LR B 2N B R I B R I N O R B Y IR U N Y SR N L R R I Y N Y ® & 200 0 2. $
2, DEDUCTIONS--(Do not itemize separately)

(a) Returns from and allowances to customers,
(Note--Do not deduct cash discounts taken by customers which
will be shown as an expanse)

(b) Freight, postage and othar iteas charged to customer: and in-
cluded in amount of gross sales.

(¢) City or provincial sales taxes, if any,

(d) Dominion salec taxes paid by licensed wholesalers.

TO'I‘A«L DEDUCTIONS L B L A LI L L I I I I O I B B I B B N B R A AN ) L I ) $

B NET SALES——(Itam (1) mints T6em (2) coemeccoanssnoeessssrsssossinss veoy | 18
4, CPST OF MEHCHANDISE SOLD. '

)
(a) Inventory, January 1, 1938, or nearest inventory date $

(b) Value of merchandise purchased during year (Include
duty,® inward fraight, express or truckage and other
expengeg incidental to receipt of goods. Do not
deduct cash discounts taken which will be shown
ag "other income." Include manufacturing wages,

e 4 RS P o 1O W, S5 | s el o

(o= Tl I (1" SN W) gl et L i, € I o B bt bl $

———— e - ——

(d) Inventory, Decemwber 31, 1938, or nearest inventory

date L I I L I I N S N S B S Y
——— = o

(@) Cobt. of gpode :2dld, Ttan (o) mihugs Thom C8) « .Jiiws nets Bomrsoans

5, GROSS PROFIT ON SALES (Net sales less cost of goods gold)
Team(3 ) minus I1tam. A(a) | carud, i shisiosaslsls wise Lol « wv.oals S i e e

6. OTHRE INCOME--(Service charges to or advertising allowances
collacted from cistomers, commissiong earned, interast,
discounts earned’ et’c'i 0000000000000000000 0..-..‘.."'DQ...........II.$

e TORAL SHCEME- X T ton A 5 pRilR BUMH 6D 6 27 s o ofan. sl bt ns . T |
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8. OPERATING EXPENSES:

(a) General and Administrative Expenses:

1. Salaries of executives-—(Include buyers) ..... $
2. Directors' fees and expenses .........eeveeese $
3. Salaries and wages of general office staff ... §

4, Taxes (property and busxne~~, but no income
Nt SRS UEBRGE, - eri o5 oo+ -mb s v s, wwin.'s Kt o

$ o aad.

5, Hent ar other occupancy expenses paid for all
rented property used in the business ..... $

6. ‘Lighity et  DENSE 'Sl WalkEr .. cs0csvseosni D

7. Ingurance (fire, theft, liability, compensa-
tion insurance on employees, etcC.) .vee... $

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

9, Provigion for bad debts or amounts actually
wiithen off duping the year .....:....... . $

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

11. Pogtings e BEElEE . -8 0.0 Lse ! bdevsrriesencas .
12. Telephone and telegraph .....ceeveeeess o 5
13, Prinding il SNVEICREEN "« .. oo sssps cem e < iR

14, Interest paid on borrowed funds--(Include bond
and mortgage interest—-Do not include interest

on dvn InwsciENa. ) o BB Lol e s oy I8
15, MilseerllameEiis M. B rer. o bt | Nedlas. . e ¢
TOTAL General and Administrative Expenses .....c.vecee.. o

el ——
—_— T e

(b) Selling Expenses:

1. Salaries, commigsions and bonusges paid to
iBeide BRI Aba L& - < i T il P gos heles 555 B

2, Salaries, commigsiong and bonuseg paid to
outside sales fOrce .sovverevsncerannnannas . 8

3. Expenges of travelling salesmen (Include
allowances for automobiles, gas and oil,
depreciation, repairs, insurance, etc., on
ounBd "Rlelena: b 39 a% ¢ s p AT TR 0o s o g,
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(b) Selling Expenases: (Cont'd.)

4.

5.
6.

7,

Brokerage fee: and commissiong paid to
olehy .3« . JEEnCh AL k. . i =4 | J cons ] MO ]
Advertising .ci.cevuiiiiriiiiienriniiis $
Discountz allowed to customers ....... L% $
5

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

TOTAL Selling Expense ...ccvee.. gy el A | o e oW Sl i

(c) Warehouse llandling and Delivery Expense:

1,

2,

3

Salaries and wages of shipping, receiving
and stock taking staff and truck drivers ¢

Maintenance of delivery trucke--(Include
gas, oil, depreciation, repairs, licenzes,
illSllI'anCQ, etc.y) LI A R Y * P e LR R N I ] $ -
Outward parcel poptage, freight, express
and trucking paid to outsiders ........... $

. ﬂarehoyne supplieu (paper, twine, packing,

p'tc oooooo . L N A ) ¢ & 850009800086 ena e Ly

e

5+ Wiscellaneous ...... v Al LML)y | PR
TUTAL Warehouss and Handling Expensge ....cceeeveeenee
8 Tobtdl OpeMting EXPense lvves . .oe . otiass oo i o B g d5 o o P 40 ¢

9. NET PROFIT--(Befors making provision for Dominion Income tax)
Item 7 minus Item 8(d) .......... At 1, . s DT Sl I B 5 S

10, What is the extent of territory coverad by your sales?

(o) Within b [radiug of 2B mdBEl ... A0 I o0 o ih e s s ol hiiete oo i

(b} BRavincial .....5.... e T ] R s T o il st T o PR
{c)-Régian of twe or. threc PRePlNBES. & (kv « bunwespms vis ot s 3
(d) Dominion wide eeveeeeeeence. e teretiiitiisi st eaae

11. Pleace give general description of the merchandise carried by your firm:

{) Geup@el Yaua Gl 4 R R R e L e i e e wl o

(Indicate whether groceries, dry good hardware, etc.)
or

(b) Specialty line of -

(Name chief specialty lines carried)

CEC I A A I R o0 CRCRCR ) L I R I L ] LR I S S N A
CIE R BRI L LS SR I A ISR I B SR A S Y D NN I . . . L R N N )
28OS etseer e LR RN I R A SR Y . $ e Co v RENPEEn e L N I Y
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12, What was the total value of the assets of your firm at the end of
1938, including a reasonable value for land, buildings and ejuip-
ment owned, merchandise invantory, improvementz on leased
propertias, accounts and notes receivable and cash on hand? .... #

13. State the number of proprietors engag:d ia the businesaz and whose ,
galariea or renuneration is not included in the answer to 1
Question B(8) | s immes e cpess saasoy s s it PR A A e.e. & L%

— e e s

14, Give any special comments regarding the business transacted by
your firm which you think might asgist ug in the preparation
of a conpogite report giving average operating results.

L R I R R I R I I I I T I O S S S S S S P

© 8 @ 2D S0 @ LB 8RB IR LD EREPOIEEBO R bt AL O E s a2 e s vl

L I L I I I L I I R . T T T T O I S S I R

I I I I N I R A R R O S S N A S N I S D I L I N W S} LR

R I I T I I I O L. S L N S S Y I SO P S S
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.
.
.
.
.
.
-

S —T T e . L W i — e e e e e R — o ——m s o b e i R e . — = . —— - -
3 b < v i
I L o 3y gimve it e e e ol il B T s P e
J g
+
oo R b W SR B s e EH T T

3R 3 s u L e R = gl 3 5 e — K]

Namne and title ot person’ turnisning 1nIo0TGIIN

N

T2 IR R R« B W S ST S AR REEEEREEE TARE BT T ET ST TR . e o

Pitle (slccBbaiaidet e ] W4l LAttt LA ma [ Radd o O I Tl e I L s

22
Addrecs
- S0 LR U B R B I N A L L I I R R I I I R R S R R R R Y

L R I I A R T A R I A R I A R I R A N B A A A S B € 4 @2 83 8 8 AT NL I ES LR AP RS

BR300 Tl svt: | EEES



SELID I REOUE 5

Ui

1010738499



