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OPERATING RESULTS OF MISCELLANEOUS
WHOLESALERS 1947

Content of tiie Bulletin

This publication contains the results of & survey on the
operations of wholesalers of zutomotive parts and accesories,
hardware, heating and plumbing supplies and drugs. No previous
survey into the operating costs of these wholesalo trades has been
made by the Bureau.

Two other bulletins in the 1947 wholesale operations
series cover the fcllowing trades:= dry goods, piece goods and
footwear; groceries, fruits and vegetables, tobacco and confec-
tionery.

Purpose of the Survey

The costs of distribution, and the allocation of these
costs has become the focus of attention of merchants, the general
public and government in recent years. Wwhile distribution expenses
are by no means confined to middlemen and retailers, the approach
to the problem of assessing these costs must be made through these
types of business organization. The Bureau has carried on exten-
sive studies into the operating expenses of independent retailers,
first for the year 1938, and again for 1944, 1945 and 1946.

As a result of requests from the trade, from individuals
and from trede associations, it became apparent that the remaining
distributive agencies should be surveyed for operating costs. The
result has been studies on the operations of retail chains and
wholesalers proper covering the year 1947.



What is Distribution?

The three ma jor channels of distribution -- independent
retail firms, chain store firms and wholesalers == leave untouched
much of the field of distribution costs.

The conversion of goods Trom raw materials to finished
products, and the placing of commodities before consumers involves
the processes of production and distribution. The distinction be-
tween the two terms as made by economics seems quite clear cut.
Production involves the addition of physical or form utilities to
goods, by means of such acts as processing, fabrication, and trans-
formation. Distribution, on the other hand. involves the addition
of time and place utilities to goods,; by such means as transportations
storage, merchandising. display. advertising, expenses of carrying
stocks (spoilage, shrinkage), losses from bad debts and financing.

It becomes evident from the consideration of this distinc-
tion that distribution costs are not limited to the handling of
finished consumers'® goods, and that a large part of such expense is
borne by primary producers and menufacturers furing the early stages
of" fabrication or processing of commodities. The transportation of
raw materials: expenses of storage while awaiting processing, fi-
nancing of inventories, are all distribution costs incurred before
the end-product is ready for the ultimate consumer,

while the producer and processor assume some of the costs
of distribution; the retailer and wholesaler may take on certain
productive funciions. Wholesalers may package and repack commodities
while certain retailers such as clothiers finish off senmi-ready
garments or make alterations on finished clothing.

Although the distinction between production and distribu-
tion is a useful one; and serves to separate major functions, there
are costs which are not clearly one or the other. Some of these
difficult to allocate are insurance. Tinancing, taxes, service de-
partment costs,; and executive salaries. The 1list is not exhaustive,
but where it is impossible to make a clear—-cut division of functions,
costs are often apportioned on a pro—rata basis, decided upon by the
relative expense ratios of more easily allocated functions, such as
selling salaries, store occupancy expense,; advertising ete.

Distribution costs, therefore, are not limited to middle-
men or retailers but are & part of the interlocking distribution-
production system which prepares finished goods and places them
before the consumer. The practical distinction between distribution
and production is made, however, by dividing industry into units
which perform chiefly eitiicr productive or distributive functions.



Ma jor distributive agencies may be classified as follows:

Wholesalers or the Intermediary Trade

Wholesalers proper

Jjanufactures' sales branches or
offices

Petroleum bulk tank stations

Apgents and Brokers

Assemblers of primery products

Other types of operation

Retailers

Independent Retailers
Independent Consumer Co-—operatives
Chains = Voluntary chains
Chains under central ownership
and control
Retail co=operative chains.

Relative importance of wholesalers proper to total whole-
stle trade is shown below,

Wholesale Trade - 1941 Census

Per cent of

Type of Operation Total Sales

wholesalers proper ..... IR T o - 44 .6
Manufacturers sales branches .... 22.8 Source:
Petroleum bulk tank stations «.c.. 4.1 1941 Census
EeyiE N alill "DROKEBEY. o .0 o 4 o oafas o u 1§22 Vol. XI, Table 1,
Assemblers of primary products .. 8.5 P. XTI
Other types of operation s...c0s4 2.8

100,0

The ten trades surveyed accounted for 35 per cent of the
sales of all wholesalers proper in 1941,

The Schedule

In order that the form be designed in such a way that it
could be filled out with a minimum of effort from existing accounting
records, a sample cuestionnaire was drawn up and despatched to all
known firms in the trades surveyed. {4n accompanying letter re=
quested that the companies make suggestions which would make the
items clear and readily understood throughout the trade. The rec-
ommendations received were invaluable in the design of the final
form.

A facsimile of the main portion of this final schedule
is presented on peges 2 and 5 to help clarify meanings of terms.



Methods

The ten trades in the survey were selected for their
importance in the field of wholesale distribution of consumer goods
to retailers. Other trades of considerable weight were omitted
because their sales were made largely to industrial users of lumber
and building materials, chemicals, machinery and equipment, etc. As
far as possible the wholesalers canvassed were those performing the
funct ions of warehousing and delivery.

Wholesalers proper may be briefly defined as wholesale
establishments buying and selling goods on their own account. From
this group those types not actually handling the merchandise - drop
shippers and desk jobbers - were omitted.

When reports were receiveds; some could not be used for
such reasons as manufacturing activities, partial brokerage or
agency business, for which expenses could not be separated from the
functions of a warehousing and delivery wholesaler. Mixture of com-
modities not typical of the trade and unrelated as to cost of
handling eliminated other returns from tabulation. Where the number
of reports was sufficient, the results were tebulated according to
the most suitable sales—size range. The salaries of proprietors and
partners were included with administrative salaries. Income tax
tabulation was made only for incorporated firms.

As with all surveys conducted by the Dominion Bureau of
Statistics, only average results are shown and all information
submitted by the co-operating firms has been kept in strictest
confidence.,



RESULTS OF THE SURVLY

The four trades contained in this bulletin are not allied
trades, yet some comparison may be made between the three durable

goods types.
other types.

Drug wholesalers operated on smaller profits than the

Of the three durable goods trades wholesalers of automotive
parts and accessories obtained the greatest gross profit - 24.48 per
cent of net sales - but due to higher operating expensess particu-
larly in selling, they netted the smallest profit before income tax

deduction (6:95 per cent).

Wholesalers of plumbing and heating

supplies obtained the greatest ratio of net profit of all wholesale
trades surveyed in this operating cost study (9.63 per cent).
Hardware and automotive supplies wholesalers were third and fourth

respectively.

The rate of stock turnover was more rapid in wholesalers

of plumbing and heating supplies and they also transacted more
business on credit than did wholesalers of automotive parts and
These and other comparable features in

accessories and hardware.

the operations of these 'miscellaneous' wholesalers are presented in

table 1.

Teble 1. — OPER/TING RESULTS OF VHOLESALERS OF AUTOMOTIVE SUPPLIES,

HarbwnRE, HEATING AND PIUEBING SUPPLIES AND DPUCS, 1947
- Plumbing
t tiv
Item Aguggii:se Hardware and Drugs
Heonting
RUGHEHER O3 FREMS) | sie o ove s o /ois J o 0000 €8 46 >4 17
Average sales per firm ....... $ 565,201 |2,844,285 | 1,865,411 | 1,708,415
Stock turnover (times per year). 5.4 4.0 6.3 5.l
{Per cent of net sales!
OSSO LT e AT e e s 24 .48 20,14 20,45 12 ¥
Operating Expenses:
sellin& LR R N R Y L RN 6-76 3-56 2-51 2044
Warehouse and delivery c.c.c.. 3461 2.82 2.74 2.42
General and administrative ... 8.37 7 <5 6 .54 5.76
Total operating exXpenses ....... 18.74 15,53 11.59 10.62
[Net operating pProfit seeecscecese 5.74 6.61 8.86 2518
Other trading income .eessesesss 1 g2l 0.73 0.77 0.31
Total net profit before income 3
HEE AedUBEION « 000 e meai, . 6.95 7.34 9.63 2.46
|
Credit sales % of total e.eevvse 91.18 94 .93 96 .26 96.77
iccounts outstanding % of
CHBMAE YBHAIEE 0%« sva s s sl Toie oo INE22 10.00 12 .28 6.79
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AUTOMOTIVE PARTS AND ACCESSORIES........

Sixty-eight firms in this elassification returned satis=~
factory reports. \hile the Tirms covered in this study were those
classed as wholesalers of automotive parts and accessories, certain
other items were sold by some of the firms such as tires and tubes,
garage and service station equipment, and a small amount of elec-
trical appliances, These were handled in minor quantities and should
have little effect on the operating ratios presented in this report.
Basic information for the €8 firms, divided into three sales-size
groups, is given below.

GEMERAL, INFORMATION ON HEPORTING IIRNS

SIS R
Annual Net Sales
b
Ttem Under *“'502;000 $1,000,000| Total
5500, 000] , d 11 size
$500, 8090, g9g] 20 over |a s
HNIRDE e O AEEsEINS " s oss Bresei i ars » o5 o 44 14 10 68
iinconpenated, COMPANMGS | o« @ee ¢ v o5 e s 22 12 10 44
Single establishments seeesecosssss 39 9 6 54
Sales distribution to:
Garages and filling stations .. % 65.15 47,63 82 .44 69.15
Other WholeSalers eecececcevsee 50 19.26 44,05 2,24 16.51
Industry and other large users. j 13.02 R0 7.42 8.88
Other (inc. retail sales) ..... % 4,57 1425 7.90 5 .46

Summary points in the operations of these firms in 1947
include the following:

1. Out of every $100 net sales, the average firm paid
out $75.52 as cost of goods and $l8.74 for operating
expenses, This left a profit on operations of $5.74
to which other income added $1.21 to make a total
net profit before deduction of income tax of $6.95.
The largest size group obtained the greatest net
profit - $8.07. (Table 3.)

2. In 1947, wholesalers of automotive parts and accessories
sold and replaced their stock on an average of 5.4 times
per year., Inventories on hand were greater in dollar
volume at the end of the year than at the beginning in
all size classes. Ninety-one per cent of sales were made
on credit and 11.22 per cent of these credit sales was
outstanding at the end of the ycar. (Table 3.)
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3. The largest item of expense in operating this kind of
business was salaries paid to salesmen at 4.66 per cent
Administrative and warehouse salaries were

of net sales.

next largest and together all salaries and wages formed
61 per cent of all expenses or 11.37 per cent of net

sales. (Table 4.)

firm average.

Firms of the incorporated type of organization held a
slight advantage in gross and net profit over the all
To a net operating profit of 6.04 per
cent of net sales these businesses added other income
of 1.26 per cent and paid income tax of 3.24 per cent

to net a final profit of 4.06 per cent of net sales.

The main profit ratios of these firms by size are cet

out ' Habile 2.

Table 2, - OPERATING RESULTS OF INCORPORATED AUTOMOTIVE ACCESSORIES

VHOLESALERS, 1947

By Size of Firm

!

e ==

F:

—
S—ryd

sl Under 35022000 $1,000,000 | Total
$500, 000 8999, 999 and over | all sizes
{Per cent of net sales)

(CTErys s Doinoutoiag IS O P S T A S, 2001 22 .54 24,11 24 .61

Total operating eXpensSes sceeeee 22 .85 18,03 17 .42 lisksad

Net OpeRatt I OHEEI AT o 5 50 00 0o siv e 6.16 4.9l 6..69 6 .04

UG her Unalld g L2RCIOME o2ecowessao 0,94 1.80 Le&8 1326
Total net profit before income

BEEe A cUIEHIRI Mais = 8]e 3l & & axs & 1o 5.0 A 10 S oxrall 8,07 7,30

THEOMeR UHEE* 513 5s s TP e e os « ¢ s & 59 o5 3.01 2,52 3 .63 3.24

HEinal- et Ol Wl 5 e« 5 s 5 o6 soe 64 4,09 3419 4 .44 4,06
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Table 3. — OPERATING RESULTS OF AUTOMOTIVE ACCESSORIES WIOQILESALERS, 1947
== S o s === e
et Under 50:(')000 $1, 000, 000 Total
00, 000 and over all sizese
i $999, 999
Number of firm8 ccceeecve.. solbein e diles, . 44 14 10 68
Average net sales per firf .....ce.. $ 231,770 680, 779 1,870,489 565,201
Average cost of g£0ods S01d cccvseess $ 168, 878 528, 358 1,419,599 426,818
Stock turnover (times per year) ...... 117 604 5.4 5.4
Average beginning inventory ccecceec. § 30,481 71,570 215, 397 66, 134
Per cent of net sS8les ..ccecevsncnne B £ O B 1.1 368 1570
Avemge Qnding inventory C PSP T ER SO s 419 682 92, 794 5149 287 92. 294
Per cent of net 8aleésS .cecevesenvecs F9498 13,63 16 .80 16,33
PROFIT AND 10SS DATA
(Per cent of net sales)
Gross profit c‘ﬁ.OdQ.&6.".60\4"."“‘“ 27014 22539 24.11 24048
Operating Expenses: 3
Seu-illg 0000590491@996"000'9'0""’.! 7040 5098 6080 6576
Warehouse and delivery cc..coeseeeee 4.64 3,10 3,31 3.61
General and administrative c.eseceee 9.64 9,12 7 .31 BoS7
Total operating €XpensSes c.csseescosae 21.68 18 .20 17.42 18.74
Net Oper&ting pI’Ofit OO0 0 80 0OLOSB S E LD 5046 4019 6069 50"-’4
Other trading income cococccececcsssss 0.93 1.16 1,38 1.21
Total net profit before income tax
MEERRELION! . .1 26 se-wico-@isosnscnosos v 6039 5.35 8,07 6.95
MISCELLANEOUS DATA
Credit sales:
BRI Bl .. o5, cnclbecsaces § 203; 726 632,171 1s726. 648 515, 350
Per cent of total 881€8 . ;.eeceececo 87 .90 92.86 92 .31 91.18
Accounts outstanding:
Averase pQI‘ fil‘m Qoo rLevcean®eIe0 O s 33'673 70! 930 189'413 57'822
Per cent of credit 88les .cceesceseo 1INE2 11,28 ] ONgr 11.22
Sales per 1,000 sq. ft. floor space. $ 33,314 75, 844 85, 270 59,810
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Table 4. =~ COPERATING EXPENSES OF AUTOLOTIVE ACCESSORIES HOILESAIERS, 1947
By Size of Fim
e . = === X
sl Under 3502:) 000 | $1,000,000 | Total
00, 000 B and ove al 2
i $500, $999, 999 nd over 1 sizes
| (Per cent of net sales)
GRESS PDREEINTN .5 -wmlwi b5 s @b oo coe- . I 22,39 24 .11 24 .48
Operating Expenses :
Selling expense
L RO M Ih '« 44 < 8]4 » 5™ 600 63 e o nsossds (55 $.75 4,87 4+ .66
TI'&Velling CO® 8OO %G OO0 SEDEY TSN 1028 1029 0069 l.oo
AeLtehh i c 7 A L el PO (01561 0.44 0.85 0.67
Other selling ©Xpenses .cecseseevoo +40 Q.52 .39 0.43
Total selling 6XpBNSOS ccecsses.sas 5 7 040 5.98 6«80 6476
Warehouse and Deliverv Expsnse:
S8 laTies [and (WBESSE b« Ble » 1.0 «.» bic. <= s 3,30 2,34 2469 2.73
Maintenance of delivery equinment° 0.53 0.14 0.21 0.28
Cutward freight, contract delivery. (0) - 23 0.30 0.18 0.26
Warehouse SUPPli€8 .cecevossseaessns 0,30 0.13 0418 0.20
Other warehouse and delivery
expense G & % ¥ & 20 98 %4 e vesveIROEOOED 0014 Oolg Oall 0014
Total warehouse and delivery
chen iy | A S SR SR Y | SR 4.64 3.0 S50 61
General and Administrative Lxpense:
SEULESRINES ¢ s-ns s 0is o v b o o AN o Fie B e R e 4,7 4,62 3024 3.98
Bmployees!* benefitq b sucks, sSl Rl 0.22 0,30 0026
CRCLPERET"| « < 3 5igo 3 visns 007815 ¢ ohsie s 0358 b 1.09 0.87 0.91 0,95
Lig}]bt' heat’ mld ])OWGI‘ X EEEREE R 003:5 0620 0016 Otzl
Tax(as (J) A OO PR T DS BHID IO *» O IO0BDY &DO SO 0316 0009 0.10 0.11
IReUENEE (1] .c.ilismecsWeascsres 0.26 0.24 0,4s 0.20
Of filceMEUREl HeS el o+ Mo Bdiat oo ole e 0.42 0.30 0,33 0.34
Postage, telegraph, telephone e.-. 0.50 0.49 0.38 0.44
Cash discounts allowed .cocccecees 0857 0.87 0,26 «49
Bad debts = amount allowed or
WRASEEET |ORF | ortberncts 1 opks| o2 o « oo & o7 0.41 0424 0532 0.32
(Less) Amount recovered ccceeccsaco | (o {0 7 0.04 0,14 QL I®
Net bad debt MEES" fakvsle «'dds o s ¢ g oo 0,34 0.18 (0F 1S 0.22
All obher eXpensSes e.o..-.cccsseew 1.04 1.04 1.31 Bl
Total general and administrative : Ry 1 o
expense ® €0 39 ¢4 42200 s e L0 esee D PO { 9064 9012 7951 8.37
— .
Total operating eXpenses’s ............. | 21.68 18.20 17.42 18.74
Net Operatins profit 08 S 0 00 e S e s e s 5.46 4019 6069 5874

(1) Excludes amount attributed to real

estate which is in occupancy.
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Reports suitable for tabulation were received from 4€
wholesalers of hardware. This classification covered general line
hardware dealers and the firms were divided into four sales-size
groups. General information concerning these firms follows with
summary points in their 1947 business operations below.
GENERAL INFORMATION ON REPORTING I IRMG
inpual Net Sales
- ,
e Under <$5°2;°°° $1'°22'°°° $5,000,000 | Total
$500, 00
____ " | | 900000 | wgeg 99g1 84,095,890 ] A0S pYeE AT SHGHY
liNghery of £iBMS 5...2¢00000nev0 13 13 12 8 46
Incorporated companies ........ DR 11 1 8 41
Single establishments ........ 13 13 g A 3%
Sales distribution to:
Retail StOres ..ecceeeeeene 63 .54 64 .36 65,38 70,23 68.54
Other wholesalers eee...... % 9,52 2,16 4,82 0.64 1.88
Industry ® ® 28 ¢80t P e el % 11.98 14065 2’8015 27054 26.03
EEREACTHONS cecocoocoscsnns P 13.94 10.49 1.44 i 1.65
Others (incl. at retail) .. % 1.22 { B34 0.7 1459 1,90

1. In 1947 the average hardware wholesaler paid $79.86
out of every $100 net sales as cost of goods and
retained $20.14 to meet operating expenses of $13,53
and derived a net profit of $6.61.
sales over $5,000, 000 obtained the highest ratio of
net operating profit = 7.20 per cent of net sales-which
with other income of 0.70 per cent resulted in a profit

of 7.90 per cent before income tax deduction.

of business.

Firfms with net

(Table 6.)

Salaries generally decreased in sales ratio with size
Administrative salaries were the lergest

item of expense (3.23 per cent) with selling salaries
next and warchouse and delivery salaries and wages at

2.21 per cent of net sales,
7.74 per cent of net sales or 57 per cent of all

operating expenses. Other details of individual ex-

Total salaries averaged

pense items are presented by size of business in

table 7,
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3. As 41 of the 46 firms were incorporated,

the results of

this type will perallel the results of all firms very

closely.

The

Income tax data on these firms, however, permits
a further tabulation to a final net profit.

all size

average showed a total net profit before income tax of
7.41 per cent of net sales with income tax of 3.51 per
cent of sales or approximately 47 per cent of taxable

income. (Table 5.)

Table 5. = OPERATING RESULTS OF INCORPORATED BARDVARE WHOIESALFERS, 1947
By Size of I'irm 1|
e e e e P s = —me - -
s Under $5°S'O°° $1’°S°’°°° §5,000,000 Total
en o o a
500, 000 and over |all sizes
¥500, 0000 .00 o90] 84,999, 999
(Per cent of net sales)
Gross prorit ¢ @ 28 B S0 P08 &S S te Vs e s O 201054 21059 19075 20.20 20.28
Operating €XpensSesS sececescececcens 16,18 15.34 14 .68 13,00 13 .56
Net operating profit cseevececcaoa. 5.39 6 .25 5.07 7.20 6.67
Bther' trading incoeme «c.e.cevsoscee 1.34 0.76 0.77 0.70 0.74
Total net profit before incone
s (AedMaRELON % %c ow e soviocsisles cas o 6.72 7: .00k 5.84 790 7441
MG TERXE e e s sxere aFe o o s v o srersfe o olsas o n 2 o 3.22 2,75 3,77 3,01
IHETE]. Rt PROBIt: seseovcseviasesees 4,15 3.81 3,09 4.13 3.90
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by
Table 6« ~ TING 5 S OF HARDWARE WHOILESAIERS, 1947
Bg Size of Fimm
$500, 00081, 000, 000 ~
Under : & - $5, 000,000 Total
By $500, 000 b Be and over |all sizes
$999, 999 |$4, 999, 999
Mber of .fixms8 ........%.. B L4 13 13 1% 8 46
iversge net sales per firm ...... $§ | 268, 789] 707,722| 2,233,081 [11,418,180(2, 844,283
Average cost of goods sold ...... $ 1 212,989 556,303 1,798,857 | 9,111, 722|2, 271,325
Stock turnover (times per year) ... ' 4,5 4,8 5.6 $.6 4,0
Average beginning inventory ..... $ 40,922( 107,030 282,131| 2,284,269| 512,674
Per cent of net 8ales .eovecvoen. 15 2= S5n 12 12 .83 20,01 18.02
Average ending inventory ........ § 53, 214| 126,773 363,237 | 2,713,747 617,579
Bemycent' 'offhet s81es geacsesio.a: 19.80 1.7+ 93 16 veff 23.77 21.71
PROFIT AND LOSS DATA
{Per cent of net sales)
LR IO NG Seieis « < ais = 0.0 dleld o 0 54 o0 aiois 20,76 21 .40 19.45 20.20 20.14
Operating Expenses:
Selling 8 € 29 0 8 0 g% s s a0 08 200 4 e 0 ® 8 4071 5922 3033 3041 3.56
Warehouse and delivery o...c.a.. bs 5.07 2465 3,72 2,56 2.82
General and administrative ce.... 7.67 7«30 7 «45 7,05 7 iS5
Total operating expenses ....... 15.45 15.20i 14 .50 13.00 15.53
flot operating Profit .eccoscasessqs 5.31 6;20% 4,95 7.20 6.61
Other trading incoMie eeeceesceccoss 1.27 057228 0.74 0.70 0,73
Total net profit befcre income : :
tax deduction ¢...c..... 6458 6092 5.89 | 7.90 7,34
MISCELLANECTS TATA
Credlt saleeg
Ao ge DAl PitE cenens S ala's e uan $ | 233-981) 657,049 2,164,749 |10, 84€,129(2, 700, 078
PR GenS 8P otk BEIES sevsnsvds 87 .05 92 .84 96 .94 94 .99 94 .93
decounts outgbanding:
Brelace Do 1irm .seenemsnssnne P 83,755 664493 233,576 ( 1,066,174 270,008
Per cent of credit sales o..... 5 TOL88 51052 10.79 9.83 10,00
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Table 7. — OPERATING EXPENSES OF IARDWARE WHOILSAIERS, 1947

gg Sigg.of Firm

P

= 1 a
#5005 000; $1, 00> CO0| &5 500, 000

, Item Under — e Total
H & !
éSOO,OOOY$999’9931$4’999,999i»and over lall sizes
(Per cent of net sales)
GRISSHPROBIL 1o dova i o . oy 1 vaneve Ao & Beo 20.76 21.40 19.45 | 20.20 20.14
Operating Expenses: :
Sellinec expense: . | '
BEMIGEIEISII N0 8 L ere aiobiere o ko o o els oo oo e Sl 71 2 A5 oy AL 230
BRavOLIIA s alepsobss,onnonsess 30ag" | b 108 0.71 0.75 0.78
AR BRI ¢ <o i ¢ 5 - b BT . Bls.'l L 0350 0.27 ! 0.47 0.41
Other Selling €Xpenses ........ 0.09 | 0.16 | 0.04 |  0.08 0,07
Total Selling EXPenSE ..veecoeces 4.71 3 5.22 3.33 | 3.41 3.56
Warehouse and Delivery Expense€: ‘ '
SalllanieBRnd MEGES L L o cvaieufelo oo bls 2.50 ! 2,14 2.99 1.98 B2
liaintenance of delivery |

eqguileat |l ) LT AL L 0.38 | 0.29 0.41 | 0.21 0.26
Outward freight. contract ! ' !

R T ANy P = Pwbs | ' 0.1 { 0.14 | 0.26 0.22
lWarehouse supplies sisevecesess 0.07 G.09 0.09 0.07 0.08
Other warehouse and delivery l

OXPEMISIEE |4 ciathiso%'s 0.0 ola s sjeiasss e 0.06 0,02 | 0.09 0.04 0.05

Total warchouse and delivery e =N
EEDORSE s o o toone b b s o 5s ahese o e 3.07 2.65 | Sl 2.56 2.82

L

General and fAdministrative ‘
Expense: l
| P e b o Lene dolaglc 51 51 S olere whode s + o7% 4.07 3.85 3,60 3,03 )
Employees' benefits s.oee.vivees 0.10 0.1l2 0.26 Ol (6] 1 L(s]
QCIBIRATEIL ¢ » derblorars 5 4 55% isle o o ols 0,90 0.93 0.92 el 1l 4110)
Light, heat, and power ........ 0.22( 0,15 | 0.17 0.13 0.14
T e 0.09 |  0.08 0.06 0.06 0.06
DERnIIET L) 4 sieo cooodoibioc oos (0)%75] 0,22 Ol 0.08 0.10
Oftice lsuppilsies | 4e b ¢ e o Bhic o oo ¢ 0.23 0.28 0.23 ) 25 0.25
Postages telegraph, telephone . 0.32 0.31 0.38 0.54 0.34
Cash discounts ellowed ....c... 0459 0.35 0.86 0.66 0.68
Bad debts - amount allowed or

WL e QIR e Slere o S 0 ol o @ 5.7 0.24 0.27 0.30 0.28
(Less) Amount recovered .ee.... 0.01 0.03 C.03 0.12 0.09
Net. Bad debt Hasisl o« epa-ne s - 0.16 (02l C.24 0.18 0.19
All other exXpenses ¢ecevececees 082 0.83 0.61 0.96 0.88

Total general and administrative ;
egpensiel. L), L8 e N e ks e ade 7.67 7 .33 7 .45 7.03 7.15
Mokall operdbing (CEReRASES . o6 o6 /s e ¢ 15 .45 15.20 14 .50 13.00 15.53
Iien operat g Dt Ve (s . o 28 . o 5 il 6.20 42398 || 7.20 6s61L
i

(1) IXxcludes amount attributed to real estate which is in occupancy.



PLUMBING AND HEATING SUPPLIES

returned reports

three sales-—
f'ollows ¢

size groups.

e il e e

j GENE WL INFCHGATION CON 1LPORTING FIRMS

’ v

Thirty-four wholesalers cf plumbing and heating

satisfactory for tabulation in this study.
presentation of operating results, tliese returns were divided into
General information on these firms is as

supplies
For

ESEE ST T :"3-‘;’“ 2R T T F LT T IW L LAY
Annual Net Sales
Lo Under $5°S;°°°5 $1,000,000| Total
|

= $500.000<$999,999 and over {all sizes

BETRE T 'O TEEPIS o . o0 o oo 0s oo es oo oe 16 Z L3k 34
Incorporated companies .cesecsecoese L1 / L. 29 |

Single establishments ...veeeesosss 16 6 ¢ =)

Sales distribution to:

GONBRABROTE o .. ccooconsenrsoese B 92,71 | 82.53 67.27 | 70.68

Other wholesalers ...c¢..cc..... % 3.57 7.5 3352 i $ .8

Industry and other large users. % | 1 il 6.20 231MS i 1886
Others (incl. retail snles) ... 4! 2,49 108 | 8.06 7«10 |

= -

Points of ma jor importunce in the operations of wholesalers
of plumbing and heating supplies are summarized below.

1. For every $100 net sales, $79.55 was paid out as cost

of merchandise and $11,59 as operating expenses to net
an operating profit of $8.86.

Other income added

$0.88 to give a total net profit before income tax

deduction of $9.63.

Firms with annual net sales in

excess of $1,000,000 obtained higher ratios of profit

than tle
avaraged

all size average
Enalar Patiam,

aiavies ani wapas vaid

and
( Ta

ormat 5.

Bla §

v pad

o)

F

cavt of et

the two smaller size-class

es

2alcs

or approximately 51 per cent of total operating expenses.
Administrative salaries were highest at 2.93 per cent of
net sales, selling salaries represented 1.72 per ecent and

varehouse and delivery 1.32 per cent.

Cash discounts

allowed customers were 1.16 per cent of sales and outward
Other details
ave glvey in taula 10,

freight op contrﬂct hauli
0 ExXpenss

Trww

LR EroTuDa

ng

1m08 peiz cclib.
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3. Incorporated companies in the two smaller sized groups
paid income tax to the extent of 3.13 per cent and 3.09
per cent of net sales, leaving final net profits of 4.77
per cent for the smallest group and 3.78 per cent for
the middle size group. Inclusion of miscellaneous income
other than trading income by some of the largest class
firms made it impossible to compile average results for
that group on income tax data. The results of the in-
corporated firms of the two smaller size classes are
shown in table 8.

Table 8. - OPERATING RESULTS OF INCORPORATED FIRMS - WHOLESALERS OF
PLUMBING #AND }EATING SUPPLIES, 1947

=S
Annual Net S8ales
Itenm

Under $500, 000 to
$500, 000 ~ $999, 999

(Per cent of net sales)

RIS L TRAGHETRE W T S s i %570 « 0.0/ b%s 0 6 510 0 0 o % o fite] =1 16 .47
Total operating eXpenses coosecsessosecon 12,72 10.65
DEHNGHE R PR DRG] | o0 )00 vs s s00eevenhs 7,19 5.82
EPESENG RGNS LIHEOME o ulo a0 oo sonossooose 0.71 1.08
Total net profit before income tax

QEQRBTION “b e 050 co00cssedensacaccinso 7,90 6 .87
IEITEMUEEEN | oVors 5o /oo o o0 5 ol + + en9™s Il ol 0ue o Bia o 3.13 3,09

ST EHMRREE IS fohe o ol d5ie o™ o ¢ 5107010 5.0 6.6 & 08 4,77 (S¢S
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Table 9. = OPERATING RESULTS OF PLUMBING AND IHEATING /HOLESALERS, 1947
BX Size of Firm .
- Under *"5°S;°°° $1,000,000 [ Total
$500.QOO $999, 999 and over all sizes
L ER QR LIRMSE ol erelars ole o ¢ srmm alos s ao s 40 16 7 B 34
Average net sales per LiIfl ce..... e $ 299, 009 352, 831 4,788,184 | 1,865,411
Average cost of goods 5014 .e.cove.s $ 242, 830 712,402 3,779,910 | 1,483,856
Stock turnover (times per year) ...... 9.9 10.4 5.8 6.3
Average beginning inventory ........ $ 19,203 49, 836 523,184 188, 563
Per cent of net sales .,...... T 6.42 5.684 10,93 10,11
Average ending inventory o......... . $ 29,867 87,483 772,457 281, 979
Row cent *of net 88168 "t..ieeetioacee 9,99 10.26 16.13 15.12
PROFIT AND LOSS DATA
(Per cent of net sales)
Gross profit .. e TERNE < 11 e 18.79 16 .47 21,06 20.45
Operating Expenses:
SIslEng . .o . BRI o)+ 3 hs 1+ Bmanollel o aResin <o donin 3 3 3.20 2.45 2.46 2.51
Warehouse and delivery .......cc.s.o 2.55 2.16 2.83 2,74
GeneI‘Gl and B.dministrative S8 58028900 6 .17 6 004 6 038 6 034
Total operating expenses8 ............. Tk 592 10.65 11.67 11.59
Net operatiw pmfit ® & T 9% 00 P00 eSs 6'87 5.82 9039 8086
Otllen *trading 1nCOMe +.ccccsvovicocens 0,60 i 05 Ori75 0,77
Total net profit before income tax
el U S N N S 7 .47 6 .87 10.14 9.63
MISCELLANEQUS DATA
Credit sales:
ERRNES DED DA e se s p0ai onbs o o 262: 769 7369 334 4,689,068 | 1,795,645
Per cent of total sales oy 87 .88 86 .34 97 .93 96 .26
Accounts outstanding:
Average per firfm ..... . Tk 27,196 71,572 593,167 220,505
Per cent of credit aales S S el it Nk 10.35 e PR 12065 12,28
Sales per 1,000 sq. ft. floor spece. $ 40,101 48, 933 49,078 47,502

pr—
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Table 10, = OPERATING EXPENSES OF PLUMBING AND HEATING WHOLESATERS, 1947

By Size of Firm

il
|

——
=

ﬂr_.....w‘ o ——n
Hale Under $5°f:;°°° 81,000,000 | Total
$500, 00
$500, 000 $999, 999 and over all sigzes
(Per cent of net sales)
Gross profit L B B B BN Y A L I B 18.79 16.47 21.06 20.45
Opereting Expenses:
Selling expense:
oo Tz el Chey LRSS ISR SR SPOPIRE T essce 2e22 1.48 1.71 1'%
TI‘aVelling EI I I R N B R I ] 0062 0075 0041 0.46
NANEPLNSINgES | o ars ofsls s| 5705 o el SofCr 0425 0.18 0.20 0.20
Otller Sellin{i prenses CRCRC RN U B O.ll 0004 0014 0.15
Total selling €XpensS€ eececsessccess 3.20 2445 2 .46 2a
Warehouse and Delivery Expense:
Salaries and w&ges CRCIC R R R A A S B 1065 1026 1029 1032
Maintenance of delivery equipment. 0.39 0.24 0.17 0.19
Outward freight, contract delivery. 0.34 0.41 1l.24 1.09
Warehouse supplies e..coceseceses 3 0.03 0.10 0,10 0.09
Other warehouse and delivery
CXTILNGES s MWors » s <o)z dssnsessesse 3 0.14 OS5 ; 0.03 0,05
Total warehouse and delivery
expense C ® 9 9 & 8 e s a8 v * s e e e 2.55 2.16 1 2.8‘3 2.74
General and Administrative Expense:
Salaries c s a8 0 es ees s tressepatane S 2.99 3.78 2094 2.95
Imployees' benefits (..eoeceverens 0.07 0,08 0.06 0.06
OCCupanCy #2305 920088 PCRBSs0eeoee 0063 0059 | 0079 0077
Light, heat, and power ....... -] 0.12 0,12 | .13 0.13
Ta.XeS (l) ® S 8 28 88 60 00 PP OEDPOEOE S SN 0006 0006 OOOS 0006
Insurance (1) st eccceovsosascsaesoee (O) 23 0,10 0.06 0.07
Of filee ISUPPIMESE bodshl o siats & o vis siels dlols 0.25 0.28 0.23 0.23
Postage, telegraph, telephone .... 0,29 027 0.28 0.28
Cash discounts allowed eececvvocas 0.90 0.89 il w22 e E
Bad debts = amount allowed or
wRlobenon e i L mle sl 1, LT, SIE (0] 527/ 0,20 0.20 Qe 20k
(Less ) imount r@chvered c..escseees (a) Ol 0.06 0.06
Nap ihad AeBEISEGRS . L. ool B8 e eias 000 OR27 (0¥ 01(0) 0.14 0.15
ALTROEREen-EXRENSOS s arokeion « o/« » srarss 0.47 OV 7 0.48 050
Total general and administrative
EXPCNSE +v .. ons TLUS PO 5 ) 5 s, In Y oy 6.17 6.04 6458 6«34
Total operating €XpenSes ...:sceesssss 11.92 10.65 N6 7 1188
Net operating profit ....... BHco oA 6.87 5682 9.39 8.86

(1) Excludes amount attributed to real estate which is in occupancy.
(a) Less than C.005 per cent.
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Seventeen regular wholesalers of drugs and 5 wholesalers
operating on a cooperative basis submitted satisfactory reports to
this survey. The 17 regular wholesalers were divided into two
sales=size groups, results for which appear in tables 11 and 12.

. As all except one firm in the smaller class were incorporated
companies, income tax data for the incorporated firms is shown in
table 11, General information on the 17 firms follows:

GENERAL INFOREATION ON REPORTING FIRMS

; Annual Net Sales

Iten
} Under $1, 000, 000 Total
]

31, 000, 000 and over all sizes

Number of fiIMS .cevececerssncencoceos 9 8 274
inconponated. companies «..scscencesoss 8 8 16
Single establishments se.eecevcescrane 9 (5} 14
Sales distribution to:

B i .-« s ecsesbootinssvanie T 95.13 83,63 84,81
Other wholesaleIrS e....e.oeveveees % 28 12,34 izl
Industry and other large users ... 3.60 3.45 3.47
IR .. s o Tt Rhd § .  hid 5 = 0.58 0551,

L. -

-
o

urgaary points in the operations of drug wholesalers in

1847 arae alicwn dalow.

Jo it of erey LX) pet saies; RV .E3 wis sDent ab
cost of goods so0ld &nd $10.62 as operating expenses.
To the $2.15 net operating profit $C.351 was added
l as other income and $1.07 deducted in income tax
to leave a final net profit of $1.39. (Table 1l.)

2. Stock was so0ld and replaced 5.1 times per year in
t the everage drug wholesale firm with the smaller
| sized firms effecting a slightly more rapid rate
of turnover than the larger class. The larger
firms granted more credit and had & smaller pro-
portion of credit sales outstanding at the end of
' the year., (Table 1i.;
I
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5. In common with other wholesale businesses, drug
wholesalers expended over 50 per cent of operating
expenses in salaries and wages. Administrative
salaries formed 2.85 per cent of net sales, selling
salaries 1.73 per cent and warehouse and delivery
salaries and wages 1.70 per cent. Other expense
items are shown in detail by size breakdown in
table 12,

4, Cooperative wholesalers operated on a gross profit
sufficient to meet expenses. The benefits derived
from cooperative buying were apparently passed on
to members. This difference in operation is shown
in table 13. Gross profit is only half that ob-
tained by regular wholesalers. Selling expenses
are negligible at 0.40 per cent of net sales as
compared to 2.44 per cent paid by regular whole-
salers. In almost all items of expense cooperative
wholesalers operated on smaller ratios than other
drug wholesalers. (Table 13.)
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Table 11, - OPERATING RESULTS OF DRUG .JIOLESAIERS, 1947
By Size of Firm
Ttem Under %1, 000, 000 Total
$1, 000, 000 and over all sizes

J."i'u.mber Of fiI‘IﬂS 20609309000 000000PpBOuUBNOGGEETYDS 9 8 17
IEmEge et sales PEr Tirm .civeseorsonesoes $ | 461, 703 3,178, 4€5 1, 708,415
Average cost of goods SO01d e.evvsvn... §h, 0 i 341,861 2, 782, 368 1, 490, 335
Stock turnover (times per year) .....o.c...... | 5.7 L)) gLl
Average beginning inventory .eoee....e.c..c0 $ 56, 011 536, 843 281, 376

IREERCCIE ) OF, Neil, S81ES8. . oaoac abissosssasionmsos 15,94 16 .89 16 .47
Averaie ending ITNVENtOrY cecccervecsccimavss & 64, 988 571,806 303, 075

IRENGENE O NEl SB1EH o vowiv e wmoss sosssomone 16.18 780 17.74
PROFIT AND LOGSS DATA
(Per cent of net sales)
GI‘OSS pI‘Ofi‘b @R & P8 eeOPs el LY LOROOEEVDIAOTVOIULBES 14090 CJ946 lgni?r/
Operating Expenses :

IR B B SO CaroReise o o o o cidibiia v o Bt 6 ¢ o 7. P 3.66 2 2044

ERRElelEes SHANARILIV ePY stvv cive il vrisues e 9,51 2026 2.42

General and administrative ceeeccaceconcoce 6,20 5.69 5.76
OIS OPeTHEing EXPENSES  «ioestasssassusveca S 13.37 10.22 10.62
Net OPErating DIOFIt .eveveweso o onceansnons 1.53 2.24 2,15
BIRNEERURAGHTIE ICOME - c1e «6.67s < 5 + o sisjo 0o 855 o0 0,53 0.28 0.31
Total net profit before income tax deduction. k 2,06 R 2452 2.46
B A R 2 Blals s B i 5,0 § Gl sst@pic o &biio olsl 6.0 5 O 2% 1.12 1.07

}_.

EERENENIEE PROTIL v oo cibs e o voithass soasioveamiosss 1182 1.40 1,39
MISCELLANEOUS DATA
Credit sales:

BNGREE BER PV . v:r .0 isreneeirnian.e. B 367,558 55104, 088 1; 653, 233

Per cent of total sales 2 B g e b 1213 p SEAbe YLoBO 97 .66 96,77
Accounts outstandi

IRRRE per CI0M o. .. v.cinennn oo B 32,308 200, 834 112,254

Per cent of credit sales ...... S S 12 8,79 6 .47 (65 /!
Sales per 1,000 sq. ft. floor spacs s 38,6235 70,470 59, 885

e - e —
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Table 12. — OPERATING IXPENSES OF DRUG WHOLLSAILERS, 1947
- By Gize of Firm e
- , Under $1, 000, 000 Total
| $1, 000, 000 and over all sizes
rh (Per cent of net sales)
Beaa Gnal ... 0L L. ..... L TR AT i 14 .90 i 12.46 | 12.77
Operating Expenses: 1
Sellings expense:
SEIlEI‘iBS LR B IR L B B B A I R R R I I SN RN N N Y 2.‘?5 1058 1075
SRR <0 = B s 55 5 M OIS 5ocas s e 516 dins oo o 0.69 ! 0.52 0.54
R R T i S R ape RIS 0.4 | 0.09 0.09
Ohbernyseliling  CIPCTISIE  « 5 st s bussb ool T & . c.08 j 0.08 0.08
Poitadlu s NGB ICDRASE @ Bl kioveri betroren ot i s ot o 5.66 d 2.27 Z.44
B
Warehouse and Delivery Expensec:
Sailiaimiachainal il e A L . oL, e e 2.68 156 RNA G
Maintenance of delivery equipnent s...... 0.20 ! 0.28 @.27
Outward freights contract delivery ...... 0.48 ! QLB 0.30
WRrelOUSE SUPPLICS ecesonsracsoossascnnos 0.08 ! 0.09 0.09
Other warehouse and delivery expenses ... 0.07 0.06 0.06
T T & - "-v'—‘[’ =k = ——3 B e et
Total warchouse and delivery expense ...... | 3.51 i 2.26 2.42
General and idministrative Ixpense: | i
b LI O B PR I 3.57 ’ -9 | 2.85
ERploees! benerits «ccctivvverioronnnans | 0.06 0.44 0.39
Gt e 2 ik AL SRR SR S G N PP 0.49 0.66 0.64
Light, lleat, ’dnd pOWeI‘ DR I B R R I I S A I 013 O.li;]: o.lg
Taxes (l) B3SO0 AP0 CE LS TE BT EP O Y R e I Obll O.lo Ollo
AR WEE S cc ooofsnbbocss.dsarneiass 0.21 QR | 0.12
Office supplies L L S I IR I R I BRI R N ] 0015 O.l7 O.l'?
Rostases | teliearaphy bellaBhone «vovesesess '] 0.25 0.22 : 0.22
ity R 1 & o IR B e s e Jed e es 0.39 0.16 ; 0.19
Bad debts = amount allowed or written |
Off LR B IR O I B R I L N I Y T I I R R R I '] i 0007 Olol 0.02
(Less )} AsamY Feeoverad Li.J. .10 woseden. | 0.01 (a) @ .00
Netbelil MEhitlosis' Ty, = Mg ColL 28 L. o 0.06 (a) 0.01
AL ‘otheR: CXEEBEE "+« o« 5% e oJs o e s7a7e o5 o0 f G 78 0Tk | 0.95
Total general cnd adninistrative expense .. 7 €.20 5.69 ; 5.76
Totiall, OpEerABINIS ICIBICIISCE b < sele%s 613 o o8 oo mels | 5 37 k@22 l 1@:62
i° S | L I AT =T
Net operating PIOLit seveeeseeecsneeosonass | 1.53 2.24 2.15
. ‘ i
" o = .
(1) Excludes znount attributed to real estate which is in occupancy.

(a) Less than 0.C05 per cent.
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Table 13. ~ OPERATING IXPINSES (F COCPERATIVE AND REGULAR DRUG
WHOLBGALERS COLPARMD, 1947
—_ . SA2) sizes conmbined ) e - .
Ttem Co-operative " Regular
N e ___lWholesulers iiholesalers
(Per cent of net sales
I BRss profit .. ce0nvie e, R A s P N . 6 .08 %271
Operating Expenses:
Selling expense:
R R AT e ke 12hik chonith o olle vo ks (BFoherloiis s gons &) s ons: @ 0.21 1.75
EERRENNIRIR 0 0 8, oo le Stel oin rete. s /ate (sre o aie slobe o anere v 0.0¢6 0.54
ADVETEBISING vevrieerniiiniirenienniienen 0.04 0.09
Other selling €XPENSES eeecsscssecvosovas | C.09 | 0.08
A | ST
T T T T A S S 0.40 : 2.44
liarehouse end Delivery Expense: E
IR, Snd WAEBSS Jehieseslerssdossssonse 0.78 l L20
Meaintenance of delivery equipment ....... 0.10 9 37
Outward freight, contract delivery «..... 0.06 | 0,30
AR IOIBE TSUPPILIEE " el s 00 vjos e s sasloeeans 0 16 | 0.09
Other warehouse and delivery expenses ... (a) 0,06
Total warehouse and delivery expense eee... 1.07 2.42
Generual und Administrative Expense:
&llaries L L L R L I B I I I I R B B 4.15 2.85
Jot T e R TS T P 1) s S R P S A 0.24 0.39
Occupancy L AL B B R B B B Y B B B B B A A 2 L I B I ) \ 0047 OQ64
Light, heat, &nd power ........... cesenee 0.08 , 0.12
Taxea (l) L I B R N R IR Y T S B R R ) 0-02 ; O.lo
T T R R R T C S A 0.04 9.12
OffiCG supplies LI 2 I N AR I A B R BN B A BN Y 0013 0.17
Postage, telegraph, telephone ..eeceseees 010 022
Cash discounts ul)loWed e¢sseescecsssssvesce 0.03 0.19
Bad debts = amount allowed or written
off LI B I B I O R R I I L I B R B S (a) 0002
(EesS) Amomnt TeCoVORed iecoeseeasisssoe - 0.01
INEEVEEEE Aebit Nacssl 3ol Sk o o5 stoss soresle dloe (a) 0.01
B DS OXNEAE Lole d ook oo d sosooceloese 0.07 ; 0.95
Total general and edministrative expenso .. 5.33 5.76
) R —
ifohall operating oXpPenBEeS «ceess csosnsesssessea | 6 .80 10.62
T T AT T g S S TR T fr g 0.72(1loss) 28
‘ .
Other trading iNCOME e.oeee-v:ssssssosscsssne | 0.81 L 0.31
Total net profit before income tax deduction. 610, 2 .46

(1) Excludes samount attributed to real estate
(a) Less than 0.005 per cent.

wiaich is in occupancy.
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