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NOTI CE 
The annual reports prepared by the Industry and Merchandising Division of the 

Bureau of Statistics are divided into 4 volumes, as follows: Volume 1—The Primary 
Industries, including mining, forestry and fisheries; Volume H—Manufacturing; Volume 111-
Construction; Volume JV—Merchanthsing and Services. 

Volume IV consists of the following parts with individual trade repurts listed under 
each: 

Part I - Wholesale Statistics 
A—Wholesale Trade, 25t. 
B—Operating Results of Food Wholesalers, 254. 
C - Operating Results of Dry Goods, Piece Goods, and Footwear 

Wholesalers, 254. 
D - Operating Results of Miscellaneous Wholesalers, (Automotive 

parts and accessories, drugs, hardware, plumbing and heating 
equipment), 254. 

Part H - Retail Statistics 
E—General Review, 254. 
F - Retail Trade, 254. 
G - Retail Chain Stores, 254. 
H—Operating Results of Chain Food Stores, 254. 
I—Operating Results of Chain Clothing Stores, 25. 
J—Operating Results of Miscellaneous Chain Storeb (vusiety, 

drug, furniture), 254. 
•K —Operating Results of Retail Food Stores, 254. 
•L,—Operating Results of Retail Clothing Stores, 254. 
M—Operatlng Results of Retail Hardware, Furniture, Appliance 

and Radio Stores, 254. 
ON —Operating Results of Filling Stations and Garages, 254. 
•o—Operatlng Results of Miscellaneous Retail Stores, 254. 
p - Retail Consumer Credit, 254. 

Part III - Service and Special Fields 
q_Laundries, Cleaners and Dryers, 254. 
R - Motion Picture Theatres, Exhibitors, and DistrIbutors, 254. 
s—Hotels, 254. 
T—Sales Financing, 254. 
U—Farm Implement and Equipment Sales, 254. 
v - New Motor Vehicle Sales and Motor Vehicle Financing 254. 
w - Advertising Agencies (Memorandum) 254. 

The reports are punched to permit of filing In a ring binder. 

* Biennial reports - not issued for 1951. 
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OPERATING RESULTS - LIST OF REPORTS 

S 	 TRADE (1941, 1949 and 1951) 
1. Food Wholesalers. 
2. Dry Goods, Piece Goods and Footwear Wholesalers. 
3. Miscellaneous Wholesalers (automotive equipment, drugs, hardware, heating 

and plumbing supplies). 

INDEPENDENT RETAIL STORES (1944, 1945, 1946, 1948 and 1950) 
1. Food Stores. 
2. Clothing Stores. 
3. Hardware, Furniture, Household Appliance and Radio Stores. 
4. Filling Stations and Garages. 
5. Miscellaneous Stores (country general, restaurants, fuel, drugs, jewellery 

and tobacco stores). 

RETAIL CHAIN STORES (1947, 1949 and 1951) 
1. Food Stores. 
2. Clothing Stores. 
3. Miscellaneous Stores (variety, drugs and furniture). 





S 	OPERATING RESULTS OF MISCELLANEOUS CHAIN STORES 

1951 

VARIETY STORES - DRUG STORES - FURNITURE STORES 

INTRODUCTI ON 

The following explanatory notes describe certain features of the operating 
results series contained in this report. 

Scope 

Chain store firms are those which operate four or more retail outlets. Chain 
firms of three trades are covered in this bulletin - variety stores, drug stores 
and furniture stores. 

Content 

This bulletin deals with profit and loss statistics. Average gross and net 
profits and detailed operating expenses are shown for the most suitable sales- 
;ize classes. There were not enough firms in any of these trades to permit publi- 

tion of regional results. There were no Newfoundland stores in this survey. 

S 	Salaries of proprietors of unincorporated companies have been included with 
xocutive salaries. Income tax tabulation was made for incorporated companies 
nly. 

In this report "occupancy expense" Includes taxes, insurance, mortgage 
Interest, repairs and depreciation on owned real estate used in the business, 
together with rental expense on rented premises. Similarly, "delivery expense" 
includes salaries, insurance, licenses, repairs, maintenance, gas, oil and depre-
ciation of owned equipment, together with expense of contract delivery. 

Purpose 

The primary purpose of the operating costs surveys is to provide averages 
on the different phases of business operations against which firms in the same 
trade may make direct comparisons with their own operating results. They also 
provide useful Information to others interested in the cost of distribution of con-
sumer goods. 

Period Covered 

This report deals mainly with 1951 operations and is the third biennial 
publication in a series begun in 1947. Certain summary tables show comparative 
results for 1949 and 1951. The charts show the gross profit components for 1947. 
1949 and 1951 by suitable sales-size classifications for each trade. 



OPERATING RESULTS OF MISCELLANEOUS CHAIN STORES 
BY SIZE OF FIRM 

GROSS PROFIT=NET PROFIT + SALARIES + OTHER EXPENSES 
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S 	 (huN VARIETY STORES 

The 13 linus from w1u1C11 reports were received, 
together operated 523 retail outlets in 1951. There 
was a sufficient number of firms reporting to permit 
a sales-size breakdown of results. All firms which  

reported were Incorporated companies. Consequently 
income tax information Is shown for both sales-size 
categories. 

REVIEW OF 191 OPERATING RESULTS 

Profit and Expense Ratios 

Profit and expense ratios represent portions of 
the average net sales' dollar. With profits and de-
tailed expense items presented in this form, on a 
unit basis, a standard is established. To this 
standard the operating results of variety store chains 
irrespective of the number of retail outlets, might 
be compared with a high degree of accuracy. 

In 1951, variety store chains obtained a gross 
profit ratio or margin of 37.79 per cent of average 
net sales. Average operating expense ratios total-
ling 27.64% reduced this figure to a net operating 
profit ratio of 10.15%. A lower gross profit ratio of  

32.56% was experienced by the first sales-size 
category, compared to 38.16 0/c by the secondcategory. 
This, together with a higher operating expense ratio 
of 29.33% compared to 27.32% respectively, resulted 
in the firms of the first category averaging a lower 
net operating profit ratio of 3.23% compared to 
10.64%. Miscellaneous expense and income netted 
an increase in each instance, and increased the 
profit ratio for all firms to 10.59%. Income tax de-
creased the net profit ratios to 5.08%  for all firms, 
1.990/c for the firms of the smaller category and 5.30% 
for the firms of the larger category. These declines 
represent profit reductions of 52.0%, 41.1% and 
52.3 0/c respectively. 

in's C ritorics and stock l'urmmver 

Average inventories, expressed as percentages 
of average net sales of all responding firms, in-
creased slightly from 12.400/c at the beginning of 
the year to 12.960/c, at the end of the year. This trend 
was common to both of the sales-size categories. 
The rate of stock turnover - average of beginning  

and ending inventories divided into cost of goods 
sold - was 4.90, a slight decline from the rate 
ascertained from the 1949 survey results. The stock 
turnover rates of the two categories Increased 
directly with the sales-size. 

TAilLE 1. Operating xesults of Chain Variety Stores, 1951, by Size of Firm 

Firms with 1951 sales of 
Total 

Iteru 	 all 
Under 	 $5,000,000 	 sizes 

$5,000,000 	and over 

7 6 13 
Number of stures operated 74 449 523 
Average 	net sales 	per firm 	......................................$ 1,535.435 24,705,242 12. 229. 237 
Average cost 	of goods 	sold......................................$ 1,035,566 15,276,647 7,608,400 

Nurmber 	of 	firms ........................................................... ........ 

Average inventory per firm: 
tleginning 	of 	year 	..................................................$ 248,457 2,996,874 1,516.962 
Per cent of average net sales 16.18 12.13 12.40 
:nd 	of 	year 	..... ....................................................... 	$ 265,204 3,125,868 1,585,516 

Per cent of average net sales 17.27 12.65 12.96 
Stock turnover (times per year) 4.03 4.99 4.90 
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TARLF 1. OperatIng Results of Chain Variety Stores, 1951, by Size of Firm - Concluded 

item 
Firms with 1951 sales of 

Total 
all 

Under $5.000.000 sizes 
$5,000,000 and over 

Profit and loss data 
(per cent of net sales) 

32. 56 38. 16 37.79 
Operating expenses: 
Gross 	profit 	..................................................................... 

Salaries: 
2.29 0.68 0.79 

14.42 16.46 16.32 

0.25 0.53 0.51 
4.60 2.91 3.02 
0.75 0.73 0.73 
0.59 0.44 0.45 
0.47 0.31 0.32 
0.55 0.23 0.25 
1.15 0.00 0.33 
1.09 1.06 1.06 
0.66 0.24 0.27 

Executives ................................................................... 

0.37 0.20 0.21 

Other employees ......................................................... 

0.25 0.13 0.13 

Employees' benefits ...................................................... 
Occupancy ....................................................................... 
Heat, light and power..................................................... 

0.14 - 0.01 

Taxes, licenses 	............................................................. 
Insurance ......................................................................... 

Baddebt 	loss 	............................................................ - - 

Repairs and maintenance ............................................... 
Depreciation 	................................................................... 

1. 75 2.80 2.74 

Supplies ........................................................................... 
Advertising 	..................................................................... 

Total operating expenses 29.33 27.52 Z7. 64 

Travelling 	....................................................................... 
Communication 	.............................................................. 

3.23 10.64 10.15 

Delivery........................................................................... 

0.28 

..... 

0.55 0.53 

All other expenses ......................................................... 

0.01 0.09 0.09 

Net operating profit ........................................................... 
Other income ....................................................................... 

Net profit before income tax deduction 3.50 11.10 10.59 
Miscellaneous expense 	..................................................... 

1.51 5.80 5.51 Incometax 	....................................................................... 
Final net profit 	............................................................... 1.99 5.30 5.08 

Comparison of 1949 and 1951 Operating Results 

I 

The principal operating ratios of the 1949 and 
1951 surveys are summarized in the following table 
for the purpose of comparison. Only 11 firms reported 
for the 1949 survey, compared to 13 respondents in 
1951. The total number of retail outlets as well as 
average net sales per firm increased correspondingly. 
Ratios, however, tend to eliminate the lack of com-
parability arising from variations in the number of 
responding firms and total retail outlets operated. 
The ratios of items expressed as percentages of net 
sales, may be used with a high degree of reliability 
for a specific year when compared with any one firm's 
results irrespective of the number of retail outlets. 

Since profit and expense ratios are percentages 
based on net sales, it is difficult to interpret a ratio 
change from one year to the next without examining  

the changes in net sales. Because the average net 
sales figure is an average per firm, it is an im-
practical figure (as such) to use for year to year 
comparative purposes due to the distortion by the 
variation in the number of retail outlets. Therefore, 
in order to examine the change in net sales together 
with changes in operating ratios, it would be advisa-
ble to express net sales as an average per retail 
outlet. Ratios are practically unaffected by this 
conthtion, therefore sales and operating ratios have 
a common basis which permits direct comparison. 
That is, because a profit or expense ratio decreases 
from one year to the next, it does not necessarily 
mean that the profit or expense has decreased. 
However, because the ratios are percentages of the 
respective net sales, a decrease does mean that the 
profit or expense item did not increase at as great 
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S 
a rate as net sales. As an example, If net sales 
increased 10% from $1,000,000 In 1949 to $1,100,000 
in 1951, and rent showed a proportionate Increase 
from $5,000 to $5,500, the rent expense ratio would 
bE identical for both years. However, if rent re-
rnalned unchanged, or increased less than 10%, the 
rent expense ratio would show a decrease. It is 
therefore necessary to note changes in net sales in 
order to interpret a change in ratios between two 
years correctly. 

Average net sales per retail outlet in 1951 were 
3.3% below the average ascertained from the 1949 
survey. Therefore, the slight Increase in the gross 
profit ratio In 1951 indicates that the average gross 
profit decreased at a smaller rate than did average 
net sales. A corresponding increase occurred In the 
total operating expense ratio which offset the gross 
profit ratio gain, resulting in a slight decline in the 
net operating profit ratio from 11.29% in 1949 to 
10.15% in 1951. 

TABLE 2. Main Operating Results Items for 
1949 and 195 1 Compared 

(Items expressed as percentages of net sales) 

Ite'n 1949 
(11 firir.$)(13 

1951 
firms) 

Grossproflt .............................................. 37.52 37.19 
Operating expenses: 

Salaries 	................................................16.86 17.11 
Occupancy ............................................ .4.06 3.02 

. 

0.27 
All 	other 	.............................................. 4.51 7.24 
Supplies .................................................1.00 

26.23 27.64 Total operating expenses ...............

Net operating 	profit ........................... 11. 29 10.15 

CHAIN DRUG STORES 

S 

A total of 289 retail outlets were operated by the 
22 drug store firms reporting to this survey. Oper-
ating profit and expense ratios are presented for 
thr' typical SOS-size 'atepories as well as total  

all sizes. In addition, main operating ratios, Income 
tax deductions and final net profits are shown for 
the incorporated companies, 

REViEW OF 1951 OPERATING RESULTS 

Profit and Expense Ratios 

Profit and expense ratios represent portions of 
the average net sales' dollar. With profits and 
detailed expense Items expressed In this form, on a 
unit basis, a standard is established. To this 
standard the operating results of chain drug stores, 
irrespective of the number of retail outlets, might 
be compared with a high degree of accuracy. In 
1951, drug store chains obtained an average gross 
profit of 33.74 per cent of average net sales. Gross 
profit ratios for the three sales-size categories 
Increased directly with the sales-size and ranged 
from 30.90% to 32.16% and 34.62%. Similarly, total  

operating expenses which averaged 30.53%, ranged 
from 27.81% in the first to 29.14% and 3 1.34% in the 
middle and largest sales-size categories, respective-
ly. Consequently, the net operating ratios ranged 
from 3.02% in the middle sales-size classification 
to 3.09% and 3.28% in the first and largest s ales-size 
groups. The net operating profit ratio for all firms 
combined was 3.21%. Miscellaneous expense and 
income netted an increase to each group resulting 
in a net profit ratio, before Income tax deduction, 
of 4.10%. 

Inventories and Stock Turnover 

Average inventories, expressed as percentages 
ot average net sales of all responding firms. In-
creased slightly from 18.01% at the beginning of the 
year, to 18.33% at the end of the year. This trend 
was common to the first two sales-size categories, 
but the largest category showed a slight decline. 
The rate of stock turnover - average of beginning  

and ending inventories divided into cost of goods 
sold - was 3.65 tImes per year, a slight decrease 
from the 1949 rate of 3.81. The rates for the three 
categories ranged from 3.49 in the largest to 3.94 
and 4.27 in the first and second size groups, re-
spectively. 
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T%HLE 3. Operating Results of Chain I)rug Stores, 1951, by Size of Firm 

item 
Firms with 1951 sales of Total 

all Under $500,000 to $1,000,000 
$500,000 $999,99 and over size 

11 6 5 22 
59 43 187 289 

Average 	net sales 	per firm 	......................................$ 352,019 667,001 3,995, 825 1,266,060 
Average 	cost 	of goods 	sold ............... ................... ....$ 243,239 452,503 2,612,646 838,812 
Average inventory per firm: 

Beginning 	of 	year 	.......... ........ ............... ................. 	$ 59,777 99,945 751,705 227,988 
14.98 18.81 18.01 

End 	of 	year 	............................................................$ .3,567 111,998 747,084 232,120 
18.06 16.79 18.70 18.33 

Stock turnover (times per year) 3.94 4.27 3.49 3.65 

Profit and loss data 
(per cent of net sales) 

30. 90 32.16 34.62 33.74 

Operating expenses: 
Salaries: 

2.17 3.09 0.84 1.35 
15.64 14.85 17.25 16.68 
0.26 0.25 0.79 0.64 

Occupancy................................................................ 2.96 3.88 4.60 4.27 
0.61 0.50 0.78 0.71 

Number of firms ............................................................. 

0.36 0.24 0.25 0.27 

Number of stes operated .......................................... 

0.41 0.32 0.28 0.31) 
0.48 0.16 0.65 0.55 

Per cent of average net sales ................................16.98 

0.83 1.14 0.96 0,97 

Per cent of average net sales ................................. 

0.71 1.25 0.61 0.72 
0.81 0.69 1.29 1.13 
0.17 0.12 0.23 0.20 

Gross profit ................................................................ 

0. 29 0.34 0.25 0.27 

Executives ............................................................. 

0.36 0.73 0.56 0.63 

Other employees ...................................................
Employees' benefits  ................................................ 

0.02 0.15 0.01 0.03 

Heat, light and power ............................................... 

1.23 1.43 1.99 1.81 

Taxes, licenses ....................................................... 
Insurance ................................................................... 
Repairs and maintenance ......................................... 

Total operating expenses 27.81 29.14 31.34 30.53 

Depreciation .............................................................. 
Supplies..................................................................... 

... 

3.09 3.02 3.28 3.21 

Advertising................................................................ 
Travelling.................................................................. 

Other income: 

Communication .......................................................... 
Delivery .................................................................... 

0. 10 0.25 0.23 0.22 

Bad debt loss ............................................................. 
All other expenses ................................................... 

0.04 0.04 0.06 0.05 
Bad 	debts recovered .............................................. - 0.04 0.01 0.01 

Net operating profit 	.................................................... 

Other 	..................................................... 0.33 0.29 0.80 0.66 

Discounts 	earned 	................................................. 
interest earned 	......................................................... 

0.47 0.62 1.10 0.94 Total other Income ............................................. 

... 

0.14 0.22 0.01 0.05 \iscel1anecius expense 	............................................. 
Net profit before income tax deduction 	...... 3.42 - 	3.42 4.37 4.10 

ncocperated Companies 

	

Comparison of the profit and expense ratios of 	as a proportion of the respective net sales, was 

	

the incorporated firms only, with all firms, indIcated 	4.23% and 4.100/a for "incorporated firms" and "all 

	

that the differences in the ratios were negligible, 	firms" respectively. Income tax reduced the incor- 

	

Net profit before income tax deduction, expressed 	porated firms' ratio of 4.23% to 2.19%, a decrease of 
48%. 



OPERATING RESULTS OF MISCELLANEOUS CHAIN STORES 	 J-11 

FABLE 4. 	OperatIng Results of Incorporated Drug Stores, 1951, by Size of Firm 
(Items expressed as percentages of net sales) 

Firms with 1951 sales of 
Total 

Under $500,000 $1,000,000 Item all 
sizes 

$500,000 t and over 

% 

29.76 32.16 35.13 34.17 
27.05 29.14 31.68 30.85 

Gross 	profit 	.................................................................... 

2.71 3.02 3.45 3.32 
Total operating expenses ............................................. 

0.53 0.62 1.11 0.98 
Net operating profit ....................................................... 
other 	income ........... ........................................................ 

0.24 0.22 0.01 0.07 
Net. profit before Income tax deduction 3.00 3.42 4.55 4.23 
Miscellaneous expense ................................................. 

1.10 1.54 2.26 2.04 Income tax ....................................................................... 
Final net profit............................................................... 1. 90 1.88 2.29 2.19 

Cosiparison of 1949 and 1951 Operating Results 

The principal operating ratios of the 1949 and 
1951 surveys are summarized In the following table 
for the purpose of comparison. Only 20 fIrms reported 
for the 1949 survey, compared to 22 respondents In 
1 951. Despite the additional firms and the subsequent 
additional retail outlets included in the 1951 tabu-
lations, the average net sales per firm showed a 
:1ight decrease. Ratios, however, tend to eliminate 
the lack of comparability arising from variations In 
the number of resonding firms and total retail out-
lets operated. The ratios of items expressed as per-
centages of net sales, may be used with a high 
degree of reliability, for a specific year, when com-
pared with any one firm's results irrespective of the 
number of retail outlets. 

Since profit and expense ratios are percentages 
based on net sales, it is difficult to interpret a ratio 
change from one year to the next without examining 
the changes in net sales. Because the average net 
sales figure Is an average per firm, It Is an impracti-
cal figure (as such) to use for year to year compara-
tive purposes, due to the distortion by the variation 
in the number of retail outlets. Therefore, in order 
to examine the change in net sales together with 
changes in operating ratios, it would be advisable 
to express net sales as an average per retail outlet. 
Ratios are practically unaffected by this condition, 
therefore sales and operating ratios have a common 
basis which permits direct comparison. That Is, 
because a profit or expense ratio decreases from 
one year to the next, it does not necessarily mean 
that the profit or expense has decreased. However, 
because the ratios are percentages of the respective 
net sales, a decrease does mean that the profit or 
xpense Item did not Increase at as great a rate as 

net sales. As an example, if net sales increased 
10% from $1,000,000 in 1949 to $1,100,000 In 1951, 
and rent showed a proportionate increase from  

$5,000 to  $5,500,  the rent expense ratio would be 
identical for both years. However, If rent remained 
unchanged, or Increased less than 10%, the rent 
expense ratio would show a decrease. It is there-
fore necessary to note changes In net sales in order 
to Interpret a change In ratios between two years 
coivectly. 

Average net sales per retail outlet in 1951 were 
four per cent greater than the average ascertalneU 
from the 1949 survey. Therefore the slight Increase 
in the 1951 gross profit ratio Indicates that the 
average gross profit Increased at a greater rate than 
did average net sales. A smaller increase occurred 
in the total operating expense ratio, resulting In a 
slight gain in the net operating profit ratio from 
2.99% In 1949 to 3.21% in 1951. 

TABLE 5. MaIn Operating Results Items for 
1949 and 1951 Compared 

(Items expressed as percentages of net sales) 

Item 1949 
fIrms) 

1951 
(22 fIrms) 

GrOSS 	profit .............................................. 33,27 33.74 
Z)perating expenses: 

18.03 

.. 

4.27 
Salaries 	.................................................17.33 

.65 1.13 
Occupancy .............................................4.62 
Advertising 	...........................................1 
All 	other................................................ 6.68 7.10 

Total operating expenses ............... 30.28 30.53 
Net operating profit ..................................... 3.21 
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CHAIN FURNITURE STORES 
	 I 

The 13 fIrms, from which reports were received, 
together operated a total of 69 retail outlets in 1951. 
A sufficient number of the reporting firms was in- 

corporated which permitted the presentation of in- 
come tax information by sales-size classification. 

REVIEW OF 1 951 OPERATING RESULTS 

Profit and Expense Ratios 

Profit and expense ratios represent portions of 
the average net sales' dollar. With profits and de-
tailed expense items expressed in this form, on a 
unit basis, a standard is established. To this 
standard the operating results of furniture store 
chains, irrespective of the number of retail outlets. 
might be compared with a high degree of reliability. 

In 1951. furniture store chains obtained an 
average gross profit of 30.68 per cent of average 
net sales. The ratios of the smaller and larger sales- 

size categories were slightly below and slightly 
above the average, respectively. Operating expense 
ratios, totalling 27.229,o. reduced the average gross 
profit to a net operating profit ratio of 3.46% for all 
firms combined. Firms in the smaller sales-size 
group experienced a greater than average total 
operating expense ratio and netted an operating loss 
of 0.47%. Firms in the larger sales-size category, 
however, netted an operating profit of 4.46 0/r. In both 
instances other income and expense increased the 
profit ratios to 1.86% and 5.19% respectIvely. 

Inventories and Stock Turnover 

Average inventories, expressed as percentages 
of average net sales of all responding firms, de-
creased from 23.09% at the beginning of the year. 
to 21.84% at the end of the year. Although this 
trend was common to the firms of the larger sales-
size category, the ratios of the first category showed  

an increase from 23.27% to 28.56%. The rate of 
stock turnover - the average of beginning and ending 
inventories divided into cost of goods sold - was 
3.09 for all firms. The rate increased directly with 
sales-size from 2.68 to 3.21 for the two respective 
categories. 

TABLE 6. Operating Results of Chain Furniture Stores, 1951, by size of Firm 

Firms with 1951 sales of 
Total 

all Item 	
Under 	$750,000 	 sizes 

$750,000 	I 	and over 

7 6 13 
28 41 69 

Average 	net 	sales 	per 	firm 	......................................................................$ 389, 063 1.767.496 1,025.266 
Average 	cost 	of 	goods 	sold 	......................................................................$ 270,414 1.224.411 710,722 

Numberof 	firms 	.............................................................................................. 
Number 	of 	stores 	operated 	........................................................................... 

Average inventory per ffrri: 
Beginning 	of 	year 	............................................................ ............ ........ 	$ 90539 407,262 236,720 

23.27 23.04 23.09 Per 	cent 	of 	average 	net 	sales ........................................... ....  ............. .... 
End 	of 	year 	.. .... .................................................................... .................. 	$ 111,102 355,454 223,330 

28.56 20. 11 21.84 Per 	cent 	of 	average 	net 	sales 	............................................................. 
Stock 	twnover 	(times 	per 	year) 	.......................................................... 2. 68 3.21 3.09 

Profit and loss data 
(per cent of net sales) 

30. 50 30.73 30. 68 
Operating expenses: 

Gross 	profit 	.......................................................................................... 

Salaries: 
1.69 1. executives ......................................................................................... 2.46 

other 	employees ................................................................................. 
. 
1.82 10.49 10.77 
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TABLE 6. Operating Results of Chain Furniture Stores. 1951, by Size of Firm - Concluded 

Item 

Firms with 1951 sales of 
Total 

all 
Under $750.000 sizes 

$750.000 and over 

0.09 0.21 0.19 
4.50 3.11 3.39 

Heat, 	light and 	power 	............................................................................. 1.03 0.64 0.72 
0.29 0.22 0.23 
0.24 0.36 0.33 
0.46 0.23 0.27 
0.21 0.49 0.43 
0.52 0.28 0.33 
2.52 3.40 3.22 
0.30 0.17 0.20 

Taxes , 	licenses 	....................................................................................... 
Insurance................................................................................................... 

0. 37 0.21 0.24 

Iepairs 	and 	maintenance 	....................................................................... 

1.75 2.15 2.07 
2.63 0.29 0.76 

nmunication......................................................................................... 
D1ivery..................................................................................................... 

All 	other expenses ..................................... . ... .......................................... 1.78 2.33 2.22 

Employees' 	benefits 	............................................................................... 
Occupancy................................................................................................. 

i1debt 	loss 	........................................................................................... 

30. 97 26.27 27.22 

0,47 1  4.46 3.46 

I)epreciation 	............................................................................................. 
Supplies..................................................................................................... 

Other income: 

Advertising............................................................................................... 
y'ravellLng 	................................................................................................. 

0. 12 0.07 0.08 
0.29 0,21 0.22 
0.46 0.46 0.46 

rotal operating expensea ................................................................... 

Interest 	earned 	......................................................................................... 

0.03 0.07 0.06 

Net operating profit 	.................................................................................... 

Financing 	charges 	................................................................................... 

1.48 0.08 0.37 

Discounts 	earned ..................................................................................... 

Bad 	debts recovered 	............................................................................... 

2.38 0.89 1.19 
Other.......................................................................................................

Total 	other income 	.............................................................................. 

0.05 0.16 0.14 \liscellaneous 	expense 	.............................................................................. 
Net profit before Income tax deduction .................................................... 1.86 5.19 4.51 

1. Operating loss. 

Incorporated Companies 

All of the reporting firms classified to the larger 
sales-size category and most of the smaller firms 
were incorporated. Therefore, there is no significant 
difference between the operating ratios of the "all 
firms" and 'incorporated companies" classifications 
as shown in thi.s section. Net  profit .before inoma  

tax deduction, expressed as a proportion of the res-
pective net sales, was 4.51% and 4.66% for "all 
firms" and "incorporated firms "respectively. Income 
tax reduced the incorporated firms' net profit ratio 
of 4.66% to 2.45%, a decrease of 47.4%. 

TABLE 7. Operating Results of Incorporated Furniture Stores, 1951, by Size of Firm 
(Items expressed as percentages of net sales) 

Firms with 1951 sales of- 	Total 
an Item 	 Under 	I 	$750,000 	sizes $750,000 	I 	and over 

Grosprofit ................................................................................................... 30. 27 30.73 30.64 
Operating 	expenses 	..................................................................................... 30.48 26.27 27.06 

0. 211 4.46 3.58 
2.62 0.89 1.22 
0.01 0.16 0.14 

Net 	operating 	profit 	..................................................................................... 
Otherincome 	................................................................................................. 

2.40 5.19 4.66 
Miscellaneous expense 	............................................................................... 
Net profit befcre income tax deduction ..................................................... 

0.70 2.56 2.21 incometax 	..................................................................................................... 
V ni 	not 	profit ............................................................................................. 1.70 2.63 2.45 
I 

Operating loss. 
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I The principal operating ratios of the 1949 and 
1951 surveys are summarized in the following table 
for the purpose of comparison. Only 10 firms reported 
for the 1949 survey, compared to 13 respondents in 
1951. The increase in the number of responding firms 
occurred In the smaller sales-size category, which 
would have a depressing effect on the 1951 figures 
with respect to absolute values. Despite the increase 
in the number of responding firms, there was a de-
crease in the average numberor retail outlets operated 
and a subsequent decrease in average sales perretall 
outlet. Although this condition could have occurred 
because the additional firms were classified to the 
smaller category, the identical situation occurred in 
the larger sales-size category. Ratios, however, 
tend to eliminate the lack of comparability arising 
from variations in the number of responding firms 
and total retail outlets operated. Ratios may be used 
with a high degree of reliability for direct compa-
rison purposes with the results of any one firm, 
irrespective of the number of retail outlets. 

Profit and expense ratios are expressed as per-
centages of average net sales and it is therefore 
difficult to Interpret the ratio changes from one year 
to the next without examining the changes in net 
sales. Because the average net sales figure is an 
average per firm, it is an impractical figure (as such) 
to use for year to year comparative purposes  due to 
the distortion by the variation in the number of retail 
outlets. Therefore, in order to examine the change in  

average net sales together with changes in operating 
ratios, it would be advisable to express averagc-
net sales as an average per retail outlet. Ratios an 
practically unaffected by this condition, therefor: 
sales and operating ratios have a common basis 
which permits direct comparison. That is, because 
a profit-or expense ratio decreases from one year 
to the next, it does not necessarily mean that the 
profit or expense has decreased. However, because 
the ratios are percentages of the respective net 
sales, a decrease does mean that the profit or expense 
item did not increase at as great a rate as net sales. 
As an example, if net sales increased 100/c from 
$1,000,000 in 1949 to $1,100,000 in 1951, and rent 
showed a proportionate increase from $5,000 to 
$5,500, the rent expense ratio would be identical 
for both years. However, If rent remained unchanged, 
or increased less than 10%, the rent expense ratio 
would show a decrease. It is therefore necessary to 
note changes In net sales in order to interpret a 
change in ratios between two years correctly. 

Average net sales per retail outlet in 1951 
showed a decline from the 1949 figure. Therefore, 
the decrease in the 1951 gross profit ratio Indicates 
that the average gross profit decreased at a greater 
rate than did average net sales. Conversely, total 
operating expenses declined less than net sales, 
which resulted in a narrowing of the 1949 to 1951 
profit ratio differential. I 

1 -SRI I 	. Majrj Operatine l e suIts U CIriS for 1949 and 1951 ( - ornp ared 
(Items expressed as percentages of net sales) 

1949 
(10 firms) 

1951 
(13 fIrms) 

'4, 

35.11 30.68 

12.11 12.62 
4.79 3.39 
4.69 3.22 
9.49 7.99 

31.08 27.22 

4.03 3.46 

Item 

Grossprofit ........................................................................................................ 

Operating expenses: 
Salaries.............................................................................................................. 
Occupancy.......................................................................................................... 
Advertising........................................................................................................ 
Allother ............. ..... ........................................................................................... 

Total operating expenses ............................................................................ 

Net operating profit ............................................................................................. 

EOMOND CLOUTIEP, C.M.G., OA., DSP., Queen's Printer and Controller of Stationery. Ottawa. 1953 


