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FOREWORD 

In 1930 the Bureau of Business Research of the Harvard Business School began 
a series of studies of the margins, expenses, and profits of chain store companies. This 
research has covered food, drug, shoe, limited·price variety, department store, and 

. women's apparel chains for one or more of the years beginning with 1929, and has con· 

tributed new information of important belp to business men as well as to teachers and 
students of retail distribution. 

\ 

The current report is the second dealing exclusively with food chains, and it 
presents figures for the fourth and fifth years for which data regarding the typical 
operatfug performance of food chains now are available from the Harvard studies. 

Distribution cost surveys of this type increase in value as the period which they 
cover grows longer. The Bureau's work in the food ehain field was originally financed 
out of the School's own research funds, but lack of adequate resources made it necessary 
to interrupt the work in 1930 and to carry forward on a restricted basis for 1931 and 
1932. It is gratifying, therefore, that the Food and Grocery Chain Stores of America, 
Inc., has found it possible to finance the present study, which covers the years 1933 and 

1934, through voluntary subscriptions from a number of its members. The Bureau 
al'preciates very much not only the financial aid of this Association, but also the help 
which its executives and members have given in other ways. Among those who 
have been especially helpful are Mr. John A. Logan, Executive Vice·President of the 
Association, and Mr. Ralph F. Burkard, First National Stores, Inc., Somerville, 
Massachusetts, who was designsted by the Association to consult with the Bureau on 
problems connected with the study. 

Like most other studies of the Bureau of Business Research, this survey is based 
upon the actual profit and loss statements and balance sheets of a substantial number 
of business firms. These underlying data were gathered directly from the individual 
companies on standard forms which had been prepared by the Bureau out of its ex· 
perience in earlier studies of food chains and after conferences with food chain executives. 

The reports as received from the individual chains were examined by the Bureau for 
arithmetical accuracy and for comparability, adjusted wherever adjustment was nece ... 
sary to make them comparable, and then classified into significant groups, as will be 
described in detail later. For each of these various groups average or typical figures 
were' determined; and these figures constitute the data from which the conclusions 
of the study are drawn. 

iii 



The Bureau and the School cordially acknowledge the interest and co-operation of 
the individual companies which submitted their figures for use in this study. All 
statements for individual firms were handled on a strictly confidential basis i under no 
circumstances did members of the trade, students in the School, or any other persons 
outside the Bureau stafi have access to the figures for individual firms. As soon as the 
profit and loss statements were received, all identifying data were removed and the 
statements went through the various stages of statistical work under a code number. 
Under the circumstances, it is not possible to mention the several CXH>perating firms by 
name here i but, nevertheless, their assistance is deeply appreciated. 

This bulletin was written by Assistant Professor Carl N. Schmalz, Manager of the 
Bureau of Business Research, who directed the study upon which it reports. The 
statistical and accounting phases of the work were supervised by Miss Elizabeth A. 
Burnham, and the field work was done by Mr. Martin Canavan, who also assisted 
materially in the analysis of the data. 

Boston, Massachusetts 

April, 1936. 
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MALCOIJ( P. McNAIR, 
Director of Research 
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EXPENSES AND PROFITS OF 

FOOD CHAINS IN 1934 

INTRODUCTION AND SUMMARY 

In recent years approximately one dollayout of every 
three spent for groceries and food products by the 
American consumer has gone into the cash register of a 
chain food store. 

This study undertakes to show for the year 1934 what 
happened to those chain store dollars. In doing so, 
it summarizes the experiences of over 21,000 stores 
operated by 66 chains. 

owned capital, which should be added in order to 
approximate the true long-run economic cost of doing 
business. They required 23.4cents out of the consumer's 
dollar,leaving only 0.6 cents for the chains as pure profit. 

This figure, however, does not tell the whole story. 
After crediting interest on owned capital, as well as 
miscellaneous net income from real estate and other non-

merchandising opera­
During 1934 consumers 
spent $960,000,000 in 
these stores, more than 
40% of the total expendi­
tures in chain food stores 
in the United States. 

Chart 1. Disposition of the Consumer's Dollar 
Spent in Chain Food Stores: 1934. 

tions, the total net gain 
or net Ubusiness profit" 
of these 66 food chains, 
as ordinarily shown in 
corporate statements, 
amounted to approxi­
mately 2.2% of sales 
in 1934, or a little over 
2 cents out of each con­
sumer's dollar. Viewed 
from the standpoint 
of its relation to the 
capital invested by these 
66 companies in goods, 
stores, fixtures, ware­
houses, and the like, this 
business profit of a little 
over 2 cents per dollar of 
salesamountedtoslightly 
more than 9.5% of the 
chains' net worth. 

Net Profit 0.6-

Each of these chain 
store dollarS contained 
three elements: (1) the 
cost of the merchandise 
itself as purchased from 
producers, growers, or 
manufacturers, or as 
manufactured by the 
chains themselves; (2) 
the chains' expense of 
doing business; and (3) 
the tina! net profit. By 
far the largest slice of the 
consumer dollar, ,6 cents, 
was required to cover 
the cost of the merchan­
dise. This was the net 
cost after deducting aU 
discounts and allowances'. Hence, there was left as 
the chains' gross margin, 24 cents, the difference 
between sales and the net cost of the merchandise sold. 
Out of this 24 cents had to come the chains' expenses 
of doing business, including the costs for wages, rent, 
depreciation, light, transportation from warehouse to 
stores, supplies, advertising, interest, insurance, taxes, 
and so forth. These expenses include interest at 6% on 

IlDcludlq ad~ allo'ftbCIIS, uapt thole nalftd ill....,.iamt for 11** 
.... which were dod.\Kted from advertiaiDI upeIIIO. 

Net COoSl 0' 
M.,.t:h4ndi.s~ 

76" 

All these figures are 
shown, with other de-
tails, in Table I. These 

data, of course, are general averages for the chain food 
business as a whole, including large chains and small 
chains, grocery-store chains and combination-store 
chains, chains in different parts of the country, and 
chains operating in cities of different sizes; but, 
since the individual chains influenced the percentages 
according to their dollar volumes, these figures re1iect 
for the most part the results of the regular chains. 

Figures for the individual expense items covered in 
Table I show that salaries and wages, which amounted 



to 12.56% of sales, constituted the largest single item 
of expense and a.ccounted for more than half (54%) of 
total expense. Next in order of importance was the 
expenditure for tenancy, which absorbed 3.19% of sales. 
If expense for this item is combined with the expense for 
the related items of depreciation on fixtures and equip­
ment, and light, heat, water, power, and refrigeration 
expense, the total costs for occupancy are seen to have 
absorbed 5.01% of sales, or 21% of total expense. Th~ 
personnel and occupancy together a.ccounted for 17.57% 
of sales and 75% of total expense. Among the other 
items listed in the table, supplies and advertising are the 
only ones of importance, other than interest, which do 
not represent combinations of miscellaneous accounts. 
These two items, supplies and advertising, absorbed 
about 5% of total expense each. 

If one assumes that the percentages in Table 1 are 
representative of the chain food business as a whole in 
1934, and if the total sales of food chains in 1934 were 
approximately $2,360,000,000, as estimated below, it 
follows that, in that year: 

1. The chains must have paid out for merchandise 
purchased and Inanufactured roughly $1,794,000,000. 

2. Their total bill for salaries and wages must have 
been approximately $296,000,000. 

3. Other expenses, not including interest, must have 
absorbed ahout $231,000,000. 

Character of Reports Receive!! 

The figures upon which the conclusions of this study 
were based summarize the profit and loss statements 
and balance sheets for 1934 received by the Bureau of 
Business Research from a total of 67 chains. The 67 
reports represented the entire operations of 66 chains 
and the business of one of The Great Atlantic & Paciti.c 
Tea Company's six retail divisions. Certain a.ccounting 
practices of this latter company would have Inade it 
difficult for it to tile a report giving the desired degree 
of detail for its entire chain; and even the figures for the 
one division were not comparable in all respects with 
those for the other companies. 

The 66 chains had a total of 21,021 stores and aggre­
gate saJes in 1934 amounting to more than Sg60,625,000. 
These chains, when classiti.ed roughly by type of goods 
carried and by size,fell into Inajor groups and sub-groups 
as shown in tabular form at the right. 

The tirst classiti.cation of the reports was that into the 
four major groups just mentioned. This classification 
was adhered to throughout the study, except in the prep­
aration of the general averages reproduced in Table 1 
and the trend ligures presented in Table 20 on page 41. 

2 

Size of Sample 

According to the Census of American Business taken 
by the United StateS Department of Commerce, Bureau 
of the Census, there were in the United States,' in 1933, 
50,166 chain grocery and combination stores, and these 
stores had sales in that year of $2,230,566,000.- In 1934, 
chain grocery sales, without allowance for new stores 
added or stores dropped, were 4% greater than in 1933;' 
and from Table 1 itappears that the 66.chains for which 
data were used in the Inajor tables of this study experi­
enced an increase in sales of 5.8%. Presuxnably the total 
sales of food chains in 1934 were not more than about 
105.8% of the sales in 1933, or roughly $2,360,000,000; 
and if so, the sales represented in this study, not includ­
ing the sales of the one A & P division, amounted to 
more than 40% of the total chain food sales for the 
United States. 

There are no published data indicating the total 
number of food chain units in 1934 as compared with 
1933, but the 66 chains just mentioned experienced .a 
decrease in number of stores of about 3.2%. If this 
decrease was typical of all chains, the number of chain 
food stores in operation in 1934 must have been about 
48,561. This study, therefore, covers the results of over 
43% of the total chain food stores. 

I 0bJy one of the 66 chaiu •• cbaiD. of !S 1tOra. was located outside the 
United Stat... . . ft~"1 ~.~L.. . .. I u .•.. , , Census of American hineu: 19S!i, ~ U1IIU-"""tiOD. yO ume I, DlUU 
States s~: 1.233. pap 30. • __ .I .... ___ • 

I United States Df:part.ment of Comm~1 Bureau of Foret&D _ UUUlClltiC 
Ccmmlerc:e, mimeographed pRII rdeaac: daleO J&DU&r)" 15. 103$. 

a •• ifiClltiODI MOo of No. of 
CbaiDo s-

Stmght GIOCeIY Chains: 1 

Leos than '5 .to ........... 3 35 $1,465.565 
aS-100 stores ••...•....••• 8 390 13,1:1:1,970 
l00-S00 stores •.•...••..•• " ~ 10,879,83. 

Total .................. 13 739 $'50468.367 

Regular Chains:' 
Leos than '5 stores ........ " 19 $638,417 
1IS-100 stores ••.....•..••• 9 566 .2,:133,448 
l00-S00 stores ............ 15 3,53· 142,010,760 
SOO or more stores .......• 8 15.786 746.578,416 

Total ............... ;. 304 19,90.1 19 .. ,461."41 

Combination' Ch&ins~ 
Leos than '5 .tores ........ 7 SO $5.5'7.845 
25-100 stores ...•.....• , •• 6 20' 11,008,064 

Total .................. 13 '5' $17.435.909 

Meat Chains: 
Less than "5 ato ........... 4 55 $3.005.791i 
liS-tOO stores .•. , .•.. , ..•• • -1! 3.255.328 

Total .................. '6 127 16,261,124 
Grand Total ................ 66 :1:1,021 1960.626,441 

I ~ stores:r;: DO combination stores • 
• Grocery stOleS combiDatiOD atar'eL 
• CombinatiaD storca oDly. 



Contrast Between Grocery Operations and 
Meat Operations 

The corisiderably increased sale of meat in food chains 
constitutes one of the important developments of recent 

. years. 

The meat business has a number of characteristics 
which differentiate it from the grocery business. Waste 
and perishability are serious problems; a skilled and 
highly-paid personnel is required, as well as more 
elaborate :fu<tures;meat does not lend itself to the 

Table 1. Operating Resulta of 66 Food Chains: 1934 
, 

Aancate Fipres 
, 

(Not SaIoo - .ao%) 
I ..... Amount 

(Dol.Ian giVeD A ...... P"'""T.' ID thouaRnda) 
Coml?uted for e 

66 ChaiDI .. & Group 

Number of Chains ...................................•........................ 66 .... 
Aggregate Number of Stores ................................................... 21,021 .... 
Aggregate Net Sales .................•....................•................... 1960,6.6 . ... 
Average Sales per Store ••....•.....•......................•................... $46 . ... 
Ind .. of Cbarige ('934/'933): 

Number of Stores •••••..•.••.••...•.•..•.••..•......•••.......•.......... . ... 96.84; 
Net Sal ................................................................. .... Ios·8a 
Averase Sal .. per Sto,. ..•................................................ .... log·36t 

Net Cost of Merchandise Sold ................................................. $730,583 76.05% 
GROSS MAlI.GIN ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 230,043 '3·95 

Salaries aod WR§OI .................... .' ..................•................... $120,638 12.56% 
Tenancy ~Its (ll~c1uding depreci~tiOD of major improvements) ••...........••••.•. 30 ,610 3.19 
~recJatiOD of· FlJ:tures aDd Eqwpment .........•. , ..... , •.•.... , ............... 7,581 0.79 
L' t, Heat. Water, Power, and Refrigeration .................................... 9,950 1.03 
TnlDSportation Purc:based ••••••.••.••••••.••••••••••••••••••.••••.•••••..••••• 3,,487t 0.36t 

~':f!~7.i~i::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: : 11,118 1.16 
10,292 1.07 

Inauraoce _ept on t<aI estate) ............................................... 2,710 0..8 
Tans (ucept on real estate and federal tu on income) ..•........................ 5,195 0.54 
MiscellanMus Expense.,., ...•... ,.", ..... , .. , ..... " ....• , ................. , 13,246 1·38 

Total Expense belo,. Interest.. ..................•............................. $214,827 22.36% 
Totallnterest (including interest on net worth) .. , ....... , ...•..•. , .......•...... 9,584 1.00 

TOTAL ExPENSE including Interest .•...... , .•..............•... , . , ........•.... $224,411 33-36% 

NET l'IIOPIT 01 Loss .......................................................... $5,632 0.59% 

Net Pro6t or Lou from Real Estate Operationl .................................. $·,,487t 0..6%t 
Interest on Net Worth (ucept real estate, leaseholck, aod goodwill) ••.•..•.....•••. 10,203 1.06 
Other Revenue, Net .•...... , .............. , ... , , , .... , ...•. , ............ , . , •. 2,915t 0.30t 

Total Net Other Income ...................................................... $15,605 1.6.% 

NET GAJN: Perceotage of Net Sales ............................................. $21,237 1.21r Percentage of Net Worth ........................................... .... 9-6 • 

Rate of Stock-tum (tim .. a year) Based on Averase of Inventories &t the Beginning 
aod End of the Year ...................................................... .... 8-41 

Diltribulion of Stores by Type': 

t:t.b.t.~~?:~: ~:::::::::::::::::::::::::::::::::::::::::::::::::::::: 12,258 58,3'% 
'64 0.78 

Combina.tion, .......•.....•............... , .•........•....•.•.........•.. 8,599 40.91 

Self ServIce Grocery Units ................................................. 3.377t 16·06%t 

t ~ for thilitem Wflr'e not reported by III the fiftIlI hi the poup. 
i Because of ~equate balaDce sheet data in the cue of four dWDI, tJle. 6prefor net piD u a peruatqe of Det worth wu bucd OIl the reporbof 62 cbaiaI. 

See ardanatlOD of ~ of -venae UIed. pace <Ie. . 
I Tow Stofal _ 100%. . 
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routine systems of control applicable to dry groceries. 
There is, for tbese reasons, a widespread impression tbat 
meat division business yields higher gross margin rates, 
and requires higher percentages of store expense (if not 
of total expense), tban does grocery business; and 
hense it was deemed important in tbis study to 
obtain separate figures, wherever possible, covering 
meat operations. 

A few of tbe reporting chains specialized entirely in 

tbe .sale of meat; and tbere also were reports from a 
small number of straight grocery chains. Most of tbe 
chains operated botb straight grocery and combination 
stores, but for some of tbese oompanies separate figures 
were obtained for tbe grocery and meat operations. 
Figures for tbese several groups and sub-groups, shown 
in Table 2, give ample confirmation of tbe impression 
just mentioned. Gross margin percentages for meats 
were higher by about 4% of sales than tbe oorresponding 

Table 2. Operating Results for Straight Grocery Stores, Grocery Stores and Grocery Sides of 
Combination Chains, Meat Sides of Combination Chains, and Meat Chains: 1934 

(Median Figures'; Net Sales = '00%) 

lte ... 

Number of Chains ......................... . 

Number of Units .......................... . 

Aggregate Net Sales (in thousands) .......... . 
Average Sales per Unit (median) .... . 

Gaoss M.u.GIN . ......... . 

Store Expense: 
SaJaries and Wages . ................... . 
TenaDCJ:' C.osts (including depreciation of 

major lDlprovements) . ............. . 
Depreciation of Fixtures and Equipment . . 
Light,Heat, Water,Power. and Refrigeration 
Supplies .............................. . 
Insurance........... ... . .. . .......... . 
Miscellaneous. Expense: 

Commurucation . ........ _ ......... . 
U .classified. . . . . . . . . . . . . . . . . . . . . . .. 

Total Miscellaneous Expense (subtotal) .. . 

Total Store Expense' .................... . 
Store Profit ............................... . 

Administrative, General, Warehouse, and All 
Other Expense. . . . . . . . . . . . . . ...... . 

Total Expense' before Interest ....... . 
Total Interest ............................. . 

TOTAL ExPENSEI including Interest . ......... . 

Straight Grocery Stores 

Units of 
100% Straight 
Grocery Chaios 

8 

594 

$'90388 
33,774 

21.44% 

'·44 
0·41 
0.61 
0·71 •• 
• 
• 

l.oS" 

6·57% 

20.68% 
I.C3t 

2'·77% 

Units of 
Regulu 
Chaiu 

4.4'3 

$143,808 
3 1,x63 

8.18% 

..67 
0·39 
0·90 
0·71 
0.16 

0.I3t 
0-4' 

(0·5') 

13·33% 
9·00% 

8EE 
NOTE 

A 

NET P!r.OFlT OR Loss.... . .. . .. . . . . . . .. . .. ... L.0.04% 

Percentage of Grocery Stores to Total Stores .. . 
Percentage of Combination Stores to Total Stores 
Percentage of Total Cbain Sales ............. . 

100.00% 
0.00% 

xoo.oo% 

Gl='S~:a Grocay Sides Meat Sides 

Units of 
R~gular 
Chaiu 

21# 

13,249 

$55 •• 569 
32,983 

22.31% 

7.96% 

'·53 
0-44 
0.76 
0.68 
0.16 

O.lIt 
0.50 

(0.6,) 

13,'9% 
7·88% 

SEE 
NOTE 

B 

Units of 
Regulu 
Chains 

1,573 

$101,743 
52 ,029 

2.22 

0·35 
0.61 
0·76 
0.13 

o.Itt 
0·40 

(0.50) 

12·33% 
10.11% 

SEE 
NOTE 

A 

Units of 

~ 

211 

4.943 

'120,757 
21,813 

.6.85% 

3.29 
I·S7t 
1·73 
1.22 

0,'3f 

o·2It 
0·79 

('·09) 

.2·53% 
4·'3% 

SEE 
NOTE 

B 

3~:86% 
17·09% 

• nata not available. J Figures (or this item. were not ~rted by aU the firms in the sroup. 

Meat Stora 

Units of 
M .. , 

Chaiu 

6 

127 

$6,261 
49.656 

.6.44% 

• 
• 
• 
• 
• • 
• 
• 
• 
• 
• 

• 
07.69% 
0·55 

28.05% 

L.o.67% 

0.00% 
0.00% 

100.00% 

•• Inaurance expense is ibclud in the miaceUaneous account for straiBht grocery chains. 
l The .is: chains sjving ~te expenae ficures for stores and tides are identical. Figura for these aU: dWns were included ill. prepuiog the data (or 21 c:haias 

for srocery .tores and SIdes combined.. 
,The 21 chains giving figure:I (or meat .ides. &lid for srocery stores &lid aides combined are identical 
I See ~Ianation of types of averase used, pqe 40. Since.U tho medians trae set ind~ently, the 6aura for the sevenJ. items cannot be apected to tie to the felpectlVe totals. 
NOTE A.-It i. illl;poIIible to give these data ~uae ~e chaina, in reportilll. did not .nocate administrative. aeneral, warehouse, and all other e:rpeue to 

the I!t~res o~ sides, respectIVely. It does Dot seem dcsltable to Imp,\,y that such ~ should be distributed. on tho basis of sales. The median percentaps fot the 
admullatratlvCt general, 'tnU'ehoUIIII, and ,n other expense, and fot anterest. for the ~ stotes, pocery sides. and mm sides combined howeVer arc 6.77% aad 
1.02%. reapectively .. In. PUS~ it ~ be well to Dote that sales in meat sides typicallY amount~ to 17-54% of the total aalCOI for these six chains. • 

NOTE B.-It 1.1 im,POl!lil)le to gavc these data because the chains, ill reporbq. did Dot aUotate administrative. ~ wardlouse and all other' erpeuae to 
the I!t~res or sidea, rnpectlve\,y. It does Dot aeem desirable to imp.1y that such expense abould be distributed. OD the basIS of. The ~edian percentqes for the 
'dmlDl~tratlve. pneral, warchouae, IDd all other expense. IDd (or anwat, (or the crooerY .lOra. pocery .ides, and mc.t. aides combined. were ,.16% and. 0-97% 
reapectlvd,y. 

4 



percentages for groceries. For store expense the 
difference between meat and grocery costs was more 
than 9% of sales. Furthermore, the differences between 
percentage expenses for meats and groceries were not 
ronfined to one or two items but were genera.! throughout 
the list. 

The much higher store expem;e for meat business in 
part reflects the fact that a relatively larger part of the 
job of meat retailing has to be performed at the point 
of sale. Also, the less favorable rerord of the meat sides 
of combination stores, as contrasted with grocery stores 
and sides, may have been due partly to the relatively 
low sales per unit of the meat sides, $22,000 rather than 
the $31,000 or more and $52,000 typically achieved by 
the grocery stores and sides, respectively. 

Because of the difficulty of allocating overhead 
elpenses as between meat sides and grocery sides, and 
the uncertain value of the results of such allocation, 
only the store expenses are shown in four of the divisions 
in Table 2. In contrast to Table 1, it is to be noted that 
the data in Table 2 are median figures rather than 
averages. l 

To take cognizance of the difference in types of mer­
chandise handled, a classification was made of the re­
porting chains into four groups: straight grocery chains, 
regular chains, combination chains, and meat chains. 
The first and fourth of these classifications are self­
explanatory. The combination chains were those made 
up entirely of combination stores, that is, stores selling 
both meats and groceries. The regular chains were 
those typical concerns having some combination stores 
and some straight grocery stores. For these companies 
dry groceries and canned goods constituted about 33% 
of total sales, produce about 15%, and meat, including 
poultry and fish, about 19%. Both average and 
median figures are shown for these four groups of chains 

5 

for the year 1934 in Table 3, and for the year 1933 in 
Table 4. 

The tendency for the gross margin as well as the 
expense in meat business to be higher than the corre­
sponding figures for grocery business is again evident 
in Tables 3 and 4. The fact that some of these differ­
ences do not agree with those which migbt be elpected 
in the light of the evidence afforded by Table 2 shows 
that other conditions, such as, for instance, differences 
in size of chain, in average sa\es per store, in percentage 
of combination stores, and in size and sales of the aver­
age meat side, and differences between large and small 
cities, must have exerted Considerable induence. Also, 
when straight grocery chains, regular chains, and 
combination chains are considered, the typical per­
centage of meat division business did not exceed 24% 
for any group of chains. Thus the differences in 
the typical percentages of meat division business fot· 
the several groups were not large, absolutely, and the 
induence of this important factor was limited. The 
notably greatex rapidity of stock-turn &chieved by the 
meat business is distinctly in evidence. Where such 
wide differences appear in stock turnover rates, the 
reason is to be sought in the nature of the merchandise 
itself rather than in differences in the management 
policies and procedures. 

The lower grosS margins and lower expense rates of 
the straight grocery chains' and the combination chains 
presumably were related in part, at least, to the rela­
tively small size of the chains in these two groups, since 
previous studies have indicated that small chains­
chains that perform fewer functions of a wholesale 
character; or, in other words, do not represent so com­
plete an integration of retail and wholesale functions­
frequently have lower expenses and lower gross margins 
than the large chains. In the case of the group of 
combination chains the low expense rates may be 
attributable in some part to their relatively high sales 
per store. 

With regard to net profit and net gain, the average 
figures, which are, of course, weighted by the relative 
size of tho chains in each group, suggest that regular 
chains and combination chains proved distinctly more 
profitable in 1933 and 1934 than did the straight 
lO'Ocery chains or the meat chains. 

Store Expense Contrasted with 
Overhead Ezpensc 

Table 9, page 20, presents information on store ex­
pense, and on all other expense combined, for straight 
grocery chains, regular chains, and combination chains. 



Table 3. Operating Results of Food Chains Classified According to Type of Chain: 1934 
(Net Sal .. = 100%) 

Items 

Num""r of Chains ........................ . 

Aggregate Num""r of Stores ............... . 
Aggregate Net Sales (in thousands) ..... , ... -
Average Sales per Store ................... . 

Index of Change (1934/r933): 
Number of Stores per Chain ........... . 
Net Sales per Chain .................. . 
Average Sales per Store ............... . 

Perceratages Coraputed. from the 
Combined Dollar Figura of the ChaiDI 

ill Each Type-of-Chain Grot;'P 

13 

739 
$'5,468 
$J4.463 

Type.f Food ClWn 

34 IJ 

'5' 
$17.4J6 
169,190 

6 

MediaD FiIUreS' 

Percentages Com~kd from the FiJUftS 
of Each Chain Taken Individual.ly 

IJ 

lOO.oot 
106.64t 
1l0.47t 

Type of Food Cham 

D_ ••• _ I Comhl_ I 
~- Dation 

34 

98.10 
104·35t 
1l0.79t 

13 

100.00 

U5·0It 
113·09t 

101 ... 

6 

100.00 
Il2.0It 
I07. 21t 

Net Cost of Merchandise Sold ......... '. . . . . 78.51% 75-96% 
'4·04 

77-77% 
22.23 

75,'9% 79·56% 77-06% 
22·94 

79.67% 
20·33 

73.56% 
.6·44 GllOSS MAllGIN, ••• . • . • • • . . . . • . . . . . . . . . • . •• 21·49 

Salaries and Wages .................... ···. 
Tenancy Costs (including depreciation of major 

improvements) ..................... : .. . 
DeprecIation of Fixtures and Equipment .... . 
Lignt, Heat, Water, Po~r, and Refrigeration 
Transportation Purchased ................. . 
Supplies ................................. . 

~~=:f~~t ~~';.;d'~~~j:::: ~::::::: 
T~~=:r~.~~ ~~~ ~~t.e. ~~. ~~e.~ .~. ~~ 
MisceUaneous Expense: 

()onnn~cation ...................... . 
Travelling ........................... . 
Unclassified .......................... . 

Total Miscellaneous Expense (subtotal) ..... . 

Total Expense .,.,fore Interest .............. . 
Total Interest (including interest on net worth) 
TOTAL ExPENSE including Interest ......... . 

12·3J% 

J.78 
0·55 
0·84 
0·2Xt 
1·04 
0.82 

0.30 

0·33 

0 •• 6t 
o.lof 
0.86 

(1.2.) 

21.42% 
0.86 

22.28% 

NET hOnT 0 .. Loss ....................... L. 0.79% 
Net Other Income. . . . . . . . . . . . . . . . . . . . . . . . . 1.19 

NET GAIN: Percentage of Net Soles.. . . . . . . . . 0.40% 
Percentage of Net Worth.. ...... 6.10* 

Rate of Stock-tum (times a year) Based on 
Average of Inventories at the Beginning 
and End of the Year. . . . . . . . . . . . . . . . . . . 7-46 

Distribution of Stores by TypeI: 
Straight Grocery. . . . . . . . . . . . . . . . . . . . .. 100.00% 
Meat.... ............................ 0.00 
Combination. . . . . . . . . . . . . . . . . . . . . . . . . . 0.00 

12.58% 

J.18 
0·79 
1·04 
0·37t 
1.16 
1.08 
0.28 

0·55 

0.18t 

} 1.20 

(1.38) 

22.41% 
1.01 

'J.4'% 

0.6.% 
1.66 
2.28% 

9.65* 

57.87% 
0.19 

41 .94 

1l043% 

2·49 
1.01 

0·84 
0.14t 
1.05 
1.30 
0.31 

0.20 
o·06t 
I.Il 

(1.37) 

20.32% 
0.87 

21.19% 

1.04% 
0·98 
2.02% 

12·84 

Seu Service Grocery Units.. ..... ....... .0.S7%t lS.6.%f 46.4.%t 

Percentage of Sal .. in Meat Sid .. or Stores ... 

Distnbution of Stores' among Cities with 
Populations of: 

Less than 10,000 •.••.••.•....••... 
10,001)-2,5,000 .••..•..•....•....... 
25,000-100,000 ••..••...•..•....... 
100,000-500,000 ..•.•..••..•.....•• 
500,000-1,000,000 •.•....••.•...... 
1,000,000 or more ................ . 

".46% 
10·45 
8·74 

21·84 
5.1 5 

31 .36 

29·09% 
8·99 

IJ.87 
:n.19 
6.07 

20·70 

14.66% 
14·22 
31.90 
39·22 
0.00 
0.00 

24.71 20·44 

1.26 
0.87t 
0.29 

• • • 
1.76t 

'4·50% 
0-4' 

'4.92% 
L.o.2I% 

0·47 
0.26% 
3.80 

45-47 

0.00% 
99.21 

0·79 

10.50 % 

2·51 
0·47 
0.68 
o·sst 
0·97 
0·95 
0.28 

0·39 

0.18t 
0.13t 
0·56 

(0·99) 

19-57% 
0.87 

.0043% 

·0.16% 
0·84 
0·90% 
5·r4t 

100.00% 
0.00 
0.00 

12.13% 

3.00 
0.81 
1.05 

0·3Jt 
1·04 
0·97 
0.28 

0.36 

0.19t 

} 1·31 

(1-48) 

22.26% 

0·97 
22·96% 

0.14% 
1.20 

1·53% 
7-44* 

11.19% 

2.03 
0·96 
0.80 
0.17t 
1.15 
1.20 
0·31 

0.29 

0.18 

O·09t 
1.30 

(1.50 ) 

19.60% 
0.68 

20·55% 

0.44% 
0.80 
1.12% 
9-40 

8.1Jt 8·90 

67.14% 0.00% 
0.00 0.00 

31.64 100.00 

0.00% t 0.00% t 100.00% t 

•. 20% 
12.0C) 
6·59 

37-36 
0.00 

41 .76 

25.00% 
5.66 
0.00 
0.00 
0.00 
0.00 

25,'5% 
8.40 

7·01 

5·3' 
0.00 
0.00 

• 

0.00% 

7·69 
17·86 
0.00 
0.00 
0.00 

15.07% 

0·40 

• • • 
1.46t 

'7·69% 
0·55 

.8,'5% 

L.o.67% 
0.63 
0·3'% 
4·.6 

47-SS 

0.00% 
100.00 

0.00 

100.00% 

0.00% 

11·77 
0.00 
0.00 
0.00 
0.00 

III nata Dot aVllllable. t Flg\U'eI for thll itew. were Dot reported by aU the firmlm the- group. 
~ BecaUle of inadequate balance Iheet data la the case of three Itraigbt erocery c:haiaa and ODe feIUlar cbaiD. the &curet (or Del pin III a perceD.tap of DId 

worth were baa.:I OD the reporta of 10 aad 33 chains, respectively. of these two typea. 
I See ezp]aOltiOD of typea of avenp 1iIed. pap 40. Since.U the mediau were:let iodepaadcn~, the &aura for the eevenl items C'&IIDQt be e:r:pec:tecl to tie 

to the respective totall. 
I Total Stora _ 100% • 

• ~tlOD of etara by liR of city ... report~ by n etraia:ht IfOCCrJ' chains haviDa 641 ltonI, by .. recular cbaiDI haviDa U,2JS atara, b7 II oomNn .. ;'" 
chaiDi haVllll '31 ltorel. &Ild by S meat chaiu haVlDl 01 ltora. 
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Table 4. Operating Results of Food Chains Classified According to Type of Chain: 1933 
(Net Sales - 100%) -

Avera,ge YJgUftSl Median Fiprell 

Pf!l'CelltageI Computed from the Percmtages Computed from 
Combined Dollar F~ of the ChaiDI the F' of Each Chain 

It_ in Each Type Chain Group T!r:' Individually 

Type of Food Chain Type of Food OWn 

Straipt I - I Combi- I M ... 
Stmgh. I R"""" I Combi- I ..... Gro=y nation G"""" DO"" 

NumbelOf Chain .......................... 9 '7 9 5 9 '7 9 5 

Aggregate Number of Stores . .... .' .......... 603 16,891 '7' 83 .... ... . . ... '" . 
Aggregate Net Sales (in thousand.) ••........ $'9.785 '729,835 $10,793 13,268 . ... 
Average Sales per Store ...... ,", ............ $3·.810 $43"93 $63,116 $390379 134,350 $37,626 $75,790 S40.558 

Ind .. of Change (1933/z93'): 
98.,8 96'43t Number of Stores pOI Chain •........... ... . ... . . ... , ... 

95"9i ,00.OOi . Net Sal .. per Chain ...•............... .... . ... ... . . ... 95-53t 100·43 106.02 • 
. Average Sa1ea pel Store ..........•..... .... . ... . ... 95-53 101·93 99·65 • .. .. 

Net Co.t of Mercb&ndi5e Sold .........•...• 77·6,% 75-44% 79·"% 70·53% 77.95% 75·99% So-43% 60·80% 
Gaoss MnGIN . ........................... :1:1·39 24·56 20.88 '9-47 :112.05 24·01 '9·57 30.20 

Salari .. and Wogea ........................ 12.03% 1:1.20% '0·60% '5,'5% '0.84% 12.00% 9.63% '5·30% 
Teoancy Co.ts (including depreciation of major 

4·98 3.46 2·48 4·,6 3-5' improvements) . ....................... 3,'7 1.13 3·99 
D:hrectation of Fixtures and ~uipment ..... 0·84 0.86 0·84 a.03 0-49 0.8g 0.83 2.16 
Lig t, Heatt Water, Power, an Refrigeration 1.01 1.11 0.88 1·91 0·78 1.07 o.go 2.11 
Tran.~rtatiOD Purchased .................. 0·S9t . 0.49t 0.,8t . ... 0-4·t 0·38t o·06t . ... 
Suppli .................................... 0·99 1·09 0·96 1·56 0.92 1.03 1.12 "'0 
Advertising . .............................. 0·54 1.10 1·31 0.87t 0.87 1.01 1.23 0·9St 
Insurance (ezcept on real estate) ............ 0.25 0·30 0·33 0·33 0.25 0·30 . 0·34 0.25 

Tu~~~c:r.t.~~.~ ~~~e. ~~.~~~ .~.~~ 0·46 0·43 0·54 1.05 0.32 0·40 0·37 0.63 
Miscellaneous Expense: 

0.26l • 0.
2°l • Communication . ...................... 0.22 0.19 0.23 0.19 

~~=ed·.:::::::::: :::: :::::::::::: 0.14 
} '·45 

o·06t • 0.18 o·08t • 
1·34 1.16 • 0·97 '·42 1.05 • 

Total Miscellaneou. E"P ..... (subtotal) ....•• ('·74) (,.67) ('.4') 1.03 (1·35) ('·60) ('·3') X·58 - --Total E"Pense before Interest ............... '3-43% 22.71% '9·6.% '9·09% 21.51% ".78% '9·35% '9·75% 
Total Interest (including interest on net worth) 0·99 '·04 0.8g 0·71 0·91 0·97 0·71 0·75 --
TorAL ExPENSE including Interest .......... '4-4'% '3-75% 20·5'% '9.80% 22.IS% '3·84% '9·79% 30·58% 

NET PROPIT OR !.oss .. ............... , ..... L ••. 03% 0.8.% 0·37% L.O·33% 0.06% L.o.20% L.o,·3% 0.07% 
Net Othez Income .............•........... 0·92 1·72 0.96 0.52 0.99 1.16 0·73 0.83 ----
NET G .... : Percent2ge of Net Sales .......... L./.II% '·53% '·33% 0·'9% 0·78% ,.06% 0.37% 0.10% 

Percent2ge of Net Worth ........ L·5·84; 10·51~ 8.87 1.62 7.05; 6.64; 3·8g 1.16 

Rate of Stock-tum (times a year) Based on 
Avezage of Inventories at the Beginning . 
and End of the Yeaz .........•......... 7·66 9"9t 9·75 43·38 8·55 8·6ot 10·72 37-S5 

Di.tn'bution of Storea by TypeI: 
100.00% 58,'9% 0.00% 0.00% 100.00% 68.75% 0.00% 0.00% Straight Grocery .•...........•........ 

Meat ................................ 0.00 0.22 1.17 gS.80 0.00 0.00 0.00 100.00 
Combination ... .... , . , ........ ' ... , ... 0.00 41-49 gS.83 1.20 0.00 30·77 100.00 0.00 

Self Service Grocery Units .............. 14·IO%t 15·,0%t 36.84%t . ... o.oo%t o.oo%t ,oo.oo%t . ... 
Percent2ge of Sales in Meat Sid .. or Stores ••• .... '" . .... '" . . ... 16-4,%t • 100.00% 

Distribution of Storeal among Qtiea with Popu-
latiODS of: 

I..ess than 10,000 . ..•.............. 17-33% .6'9'% 9·93% ',38% 9·97% 16.67% 0.00% 0.00% 
10,000-25,000 . .................... 11·73 8·36 12.06 10·72 3·64 6·84 6.00 10·71 
15,000-100,000 . .............. , ... , 8·84 13.13 43·97 9·52 4·'7 H5 62·5° 0.00 
100,000-500,000 . ....... , .......... 5-78 17·14 34·04 34·5' 0.00 5.03 0.00 0.00 
500,000-1,000,000 . ...... ' ' . , ...... S·gB 6·54 0.00 0.00 0.00 0.00 0.00 0.00 
1,000,000 or more .. ... ' ........... 50.36 27·91 0.00 42.86 0.00 0.00 0.00 0.00 
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All other expense includes administrative, general, ware­
house, and transportation charges, and frequently is 
referred to as overhead, or central o.ffice, expense .. 
Table 2, already referred to, supplements this table by 
showing store expense separately for gro~ery operations 
and for meat operations; and Table IS, page 29, presents 
store expense percentages for the grocery and the meat 
operations of ~egular chains ciassmed according to 
number of stores. 

From Table 9 and Table 2 it is manifest that, in 1934: 
store expense accounted for nearly 70% of total expense; 
store salaries and wages absorbed a slightly larger por­
tion of total salaries and wages; store tenancy costs ran 
to almost 90% of total tenancy costs as a rule; in the 
retailing of grocery division merchandise, store expense 
averaged about the same in percentage of sales (slightly 
more than 13%) for straight grocery stores whether 
those stores were units of straight grocery chains or of 
regular chains (but was lower by about 1% of sales for 
the grocery sides of combination stores, presumably 
because of their larger grocery sales per unit); food 
chains in 1934 typically expended from 6% to 7.5% 
of sales (at retail prices) for performing the central office 
~unction, which is roughly comparable to the wholesale 
function in the wholesaler-retailer channel of distribu­
tion, but which includes costs for advertising to con­
sumers, transportation of goods to stores, supervision of 
stores, taxes on stores, and other costs not borne by 
wholesalers as a rule. 

Chief Factors Influencing Results 
(See Tables II, 12, 13, 14, IS, 16, and 17) 

Because of the differences already described between 
the meat business and the grocery business, the propor­
tion of meat division sales to total sales was probably the 
most important single factor influencing the margin and 
expense rates of food chains in 1933 and 1934. A rela­
tively high percentage of meat division sales tended to be 
accompanied by relatively higher rates of gross margin, 
of stock-tum, and of expense, and the effect on expense 
was general rather than limited to a few items. The 
effects of this factor on total chain operating results, 
however, were limited, as has been noted, by the rela­
tively low percentages of meat division business to total 
business. 

Next in importance as regards their influence on 
margins and expenses were the two factors: size of 
chain, and size of city served. 

Whether measured by volume of sales or by number 
of stores, large food chains tended clearly to have higher 
gross margins than small food chains, the percentages of 
gross margin varying directly with the size of chain. 
These higher gross margin rates of the larger firms pre-
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sumably resulted from several causes: larger percent­
ages of meat division sales, greater manufacturing and 
private brand activity, greater assumption of wholesale 
functions with consequent reduction in manufacturers' 
marketing expense, larger sales of fancy merchandise, 
and possibly more extensive practice of speculative 
buying. 

Large food chains in some cases had higher costs of 
doing business than small o;hains, although the tendency 
was less clear than in the case of gross margin, there 
being some evidence that the largest chains, those with 
more than 2,000 stores, had lower expense rates than 
chains of the second-largest category. In several cases 
the smallest chains enjoyed the lowest expense percent­
ages. Such a relationship between scale of operations 
and rate of expense is not unusual in the marketing field. 
In fact, most of the Bureau's studies in other retail 
trades reveal a similar relationship between size and 
expense. In the chain food business, however, there is 
an important additional reason why small concerns 
should have lower expense rates than large companies; 
to wit, the smaller concerns do not carry on wholesale 
functions such as warehousing, transportation, private 
branding, and the like, to nearly so great an extent as do 
the large. companies. 

Net profit and net gain in percentage of sales clearly 
were highest for the largest chains covered, any disad­
vantage in expense for these chains not being great 
enough to counteract their advantage in gross margin. 
When earnings were measured in relation to net worth, 
the advantage of the large chain frequently was less 
marked because of its larger ratio of investment to sales. 

Closely connected with these variations in the mar­
gins, expenses, and profits shown for large and small food 
chains were variations apparently related in part to 
differences in the size of cities. Food chains with stores 
concentrated in cities of 100,000 or more had higher 
rates of gross margin and total expense than chains of 
similar type operating primarily in smaller cities. The 
effect on expense was particularly noticeable for pay roll, 
and for tenancy and other plant items. These disad­
vantages in expense for. large city chains were only 
partly overcome by advantages in gross margin. Profit 
showings generally were less satisfactory for the large 
city chains. Since the large chains, as measured by 
number of stores, have a greater proportion of their 
stores in the larger cities, it is possible that some of the 
tendencies which were found to be associated with vari­
ations in the size of chains may, in fact, be connected 
with differences in the size of cities. It is not clear that 
these tendencies persist throughout the entire size-of­
city range, but it seems possible that chains operating 
chiefly in cities of 500,000 or more find themselves at 



some disadvantage, as regards percentage expenses, in 
comparison to chains operating in cities of 100,000 to 
500,000 population. 

There was some evidence, also, that average sales per 
store was an important factor inJIuencing operating 
results. Presumably high average sales per store should 
be a condition tending to produce a low expense rate, 
but since most of the stores with large sales volume were 
combination stores, the counteracting factor of high 
expense attached to meat sales came into play. 

F'1l'DlS with Highest Rates of Profit 

The reports for the straight grocery chains, the 
combination chains, and the regular chains were 
classified according to rate of net profit into two groups, 
high-profit chains and all chains, including those with 
high profits. Typical figures were arrived at for each 
group. These data are presented in Tables 21 and 22, 

pages 44 and 4S. 
From these tables it is clear that the high-profit, or 

goal, firms among the reporting food chains, as con­
trasted with other chains having lower net profit rates, 
showed some tendency to be larger as regards total 
sales, and had no higher rates of increase in total sales, 
number of stores, or sales per store. 

The operating results of the goal chains, however, 
showed that while a relatively high rate of gross margin 
is frequently, but not always, one of the factors con­
tributing to high profit rates, lower-than-average per­
centage expenses are much more likely to be a factor 
contributing to superior earnings. This advantage as a 
rule was not restricted to anyone or few classifications 
of expense. 

Trends, 1929-1934 
(See Charts 2 and 3, and Tables 18, 19, and 20) 

The Bureau's first study of the chain food business 
covered the year 1929. Subsequently some figures were 
obtained for the years 1931 and 1932; and the present 
study is based on reports for 1933 and 1934. With the 
aid of supplementary information obtained both from 
published sources and from special investigations, it is 
possible to present a fairly clear picture of the changes 
that have taken place in the chain food business over 
this period. 

These changes inevitably reflect the tremendous 
cyclical upheaval of business which occurred during 
those years, but they also mirror the evolution of the 
chain food business in response to alterations in con­
sumer buying habits and in response to competitive 
pressures. 

As might be expected, the number of food chain stores 
in operation, increasing up to 1930, exhibited a decline 
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after that year, although the drop was of small propor­
tions. This decrease in the number of stores was partly 
due to the depression, which encouraged the discon­
tinuance of uneconomical units, and partly the result of 
a marked trend towards combination stores in response 
to the apparent desire of consumers to concentrate their 
food purchases. As a consequence of the drastic decline 
in prices, there was a substantial drop in the dollar 
volume of sales in chain food stores, but apparently the 
decrease in dollar sales failed to keep pace with the 
declining price level; in other words, there was a sub­
stantial increase in the physical volume of business 
handled by chain food stores over this period. This 
interpretation is supported by the data of the Census 
of 1933, showing that chains operating grocery and 
combination stores increased their proportions of the 
total food business of the country from 27% in 1929 
to 33% in 1933. 

The movement of gross margin over this period was 
rather musual. Ordinarily, during a time of falling 
prices and declining dollar sales, gross margin rates 
tend to remain essentially unchanged or to shrink 
somewhat as inventory losses occur and executives cut 
mark-ups to gain volume. In the chain food business, 
however, the years of depression witnessed a rise in the 
gross margin ratio. In part, this advance may be 
attributed to the marked increase in the number of 
combination stores involving as it did larger sales of 
meat; apparently this factor accounted for but a 
fraction of the total increase, other influences being, 
perhaps, skillful buying, leading to avoidance of unusual 
inventory losses; an increase in private brands and in 
manufacturing; and a definite policy of food chain 
executives to increase mark-up in order to cover the 
rising expense ratio. Following 1933, however, the 
gross margin percentage moved down slightly. 

In percentage of sales, expenses advanced, as might 
be expected during depression years. Also, for some 
concerns which maintained their dollar sales volume 
fairly well, the dollar outlays for expense actually 
increased. In general, higher expense percentages were, 
of course, to be expected as a result of decreasing sales 
volume. When prices fall it is impossible to lower dollar 
expenses as rapidly as sales are reduced. In the case of 
chain food stores in these years, there also were a number 
of other conditions which might help to account for a 
rising expense rate. One of these was the increased 
physical volume of merchandise handled. The chief 
force, however, probably was the trend to combination 
stores. Also, the increase in private brands, which has 
been noted as a possible cause of higher gross margin, 
may equally have been a cause of higher expenses, 
particularly for promotional purposes, as evidenced by 



the increased outlays for advertising over this period. 
This was a time when chains are believed to have been 
deriving income in the form of higher gross margin for 
promotional Services, and it is natural to suppose that 
the expenses of such promotional work also advanced. 
Closely allied was the factor of increased competitive 
pressure to offer services, such as a modified delivery 
service and, in some instances, extension of credit. 
Needless to say, the effect on pay rolls of the N.R.A., 
an effect which clearly extended beyond its legal demise, 
was an importsnt cause of advancing pay roll per­
centages after 1933. Finally, the greatly increased tax 
burdens should not be overlooked. For a group of eight 
identical companies, taxes in percentage of sales were 
two and one-half times as great in 1934 as in 1929. In 
1934, the expense rate receded, but remained sub­
stantiallyabove that for 1929. 

When all these powerful influences are taken into 
consideration, it is rather remarkable that the cost of 
doing business in chain food stores did not advance even 
more sharply. That such was not the case is a tnoute 
to the effectiveness of management over these trying 
years. 

During the depression profits declined not only 
absolutely but also as a percentage of sales and as a 
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percentage of invested capital. A lower ratio of net 
profit was made inevitable by the fact that the expense 
,rate rose more than did the gross margin percentage. 
Nevertheless, as an average showing, some net business 
profit was preserved throughout the period, a sub­
stantially greater achie:vement than many types of 
enterprise can point to, but one in 'no respect out of 
keeping with the essentially stable character of the 
retail food business. 

The shrinkage in profit in food chains, while primarily 
a consequence of the business depression, must also be 
looked upon as part of the evidence that this type of 
business enterprise now may be approaching, or perhaps 
definitely in, what may be termed the maturity phase. 
Chain food stores have traded up; stores are more 
elaborate and attractive; more expensive Inerchandise 
is sold; promotional endeavors are more costly; and 
investments in relatively fixed forms of capital appear 
to be larger. All.this is a natural consequence of 
marketing evolution and competitive pressure, but it 
may be expected that in the future chain food companies 
apart from the effects of cyclical movements, particu­
larly changes in the price level, will find themselves 
increasingly vulnerable to competition from new types 
of low-cost distributors. 



OPERATING RESULTS IN 1934 

A general description of the chains for which data 
were available for this study is given in tabular form 
on psge 2. The division of the 66 chains into the 
four major groups there listed was suggested by the 
fact that the handling of meat division merchandise 
involves percentages of gross margin and expense dif­
fering sharply from the corresponding percentages for 
grocery division merchandise; and by the additional 
fact that the operation of combination stores, owing to 
inJIuences associated with their size and locations as 
well as with their meat volume, may involve problems 
quite different from those of the smaller straight • grocery stores. 

Direct and convincing evidence on the first of these 
subjects is afforded by the statistics in Table 2, which 
presents median percentages of margin and expense for 
straight grocery stores, the grocery sides of combination 
stores, the meat sides of combination stores, and meat 
stores. It is thought that frequently, or usually, the 
grocery figures covered the handling not only of the 
articles customarily thought of as groceries, but also of 
smoked meats em straight grocery stores) and produce; 
and that the meat division figures included any poultry 
or fish carried. At least one reporting chain, however, 
included produce with meats rather than with groceries. 

The percentages of gross margin and total expense 
are seen to have been sharply higherior meat operations 
than for groceries; and this difference in the expense 
rates extended to every individual classification of 
expense represented. Presumably the higher per­
centage costs for meats resulted primarily from the 
perishable and unstandardized nature of much meat 
division merchandise, which, in tum, seems to have re­
quired somewhat higher average wages for meat division 
personnel than for grocery personnel, lower average 
sales per employee and per square foot, more expensive 
fixtures and equipment, more refrigeration expense, 
more supplies, and so on. The lower average sales per 
unit for the meat sides of combination stores also may 
have been an important factor making for relatively 
high percentage expenses for meats. These various 
costs led to a higher ratio of total expense to sales; and 
this, in tum, seems to hav~ made necessary a higher 
rate of gross margin. It is'noteworthy, however, that 
the differences in average gross margin between gro­
eeries and meats were smaller than the corresponding 
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differences in expense, so that meats typically showed 
a much smaller store profit rate than groceries. 

Major Groups of Chains 

With these substantial differences in the percentages 
of expense and margin for meats and groceries, it ap­
peared that the most important single factor to be 
considered in comparing the operating results of dif­
ferent food chains was the relative amount of business 
done in meat division merchandise as distinguished 
from grocery division merchandise. Accordingly, the 
reporting chains were classified first on this basis as 
follows: 

I. Chains made up exclusively of stores carrying 
only groceries (which frequently, or usually, included 
smoked meats), or groceries an~ produce. For con­
venience, these chains were called straight grocery 
chains. 

2. Chains made up in part of straight grocery stores, 
such as the stores operated by the chains in the first 
group, and in part of combination stores selling meat 
division merchandise (fresh meats, poultry, and fish) 
in addition to grocery division merchandise. These 
chains are referred to· throughout this bulletin as 
regular chains, Since almost all the large, well-known 
food chains are of this type. 

3. Chains made up exclusively of combination stores. 
4. Chains made up exclusively of stores selling 

chiefiy fresh meats, and perhaps fish and poultry, and 
referred to briefiy as meat chains. In several instances 
chains classified in this group carried some groceries; 
but always grocery sales constituted but a small portion 
of total sales. 

The typical operating results for 1934 for the 13 
straight grocery chains, the 13 combination chains, and 
the 34 regular chains are given in some detail in Tables 
5, 6, and 8, which appear on psges 13, IS, and 17; and 
the percentage data from the three tables are sum­
marized for convenient comparison in Table 3, page 6. 
Table 4 presents similar figures for 1933. Tables 3 and 
4 include, also, percentage inIormation for the several 
meat chains. Owing to the small dollar volume repre­
sented by these chains and the small number of firms 
reporting, dollar and riddle mnge figures siInilar to 
those in Table 5 are not given for meats. 



Straight Grocery Chains 

The 13 straight gxocery chains, the operations of which 
are summarized in Table 5, operated from 4 to 207 stores 
each, but half of the chains had between 34 and 55 stores 
each. As the table indicates, the total number of stores 
represented was 739. 

As regards dollar sales per chain, the range was from 
$190,000 to $6,700,000, and one-half of the chains had 
sales between $800,000 and $2,500,000. Sales per store 
ranged from $22,700 to $55,000, the half of the chains 
lying in the middle of the range having from $30,000 to 
$40,000 sales per store. 

Of the 13 chains, I I chains, which operated 641 stores, 
gave data on the location of these stores by size of city. 
It will be noted from the table that these 600-odd stores 
were distributed fairly evenly throughout the size-of­
city range provided. A study of the median figures for 
distribution of stores by size of city, however, shows 
that, while the individual chains must have differed 
widely in the distribution of their stores, there was some 
tendency for smaller cities to be more heavily empba­
siud than larger cities. These 13 grocery chains typically 
did not offer delivery or charge account service. On the 
average they purchased approximately 90% of their 
goods direct from manufacturers and the rest from whole­
salers or jobbers. The reports indicated practically no 
warehousing of produce; but, on the average, 75% of the 
gxoceries handled passed through the warehouses oper­
ated by the chains. Two of the 13 chains operated self 
service stores exclusively, but the typical practice was 
to operate no self service stores. 

In general, all the chains represented in this and the 
other tables submitted fairly complete reports on their 
profit and loss statements and balance sheets, but many 
of them gave less complete information descriptive of 
their operating policies and practices. The generaliza­
tions on these latter topics, therefore, are somewhat less 
reliable than the figures on sales, margin, expense, and 
profit. 

Inspection of the figures on operating results in Table 5 
shows that the typical chain among the 13 earned a gross 
margin of slightly more than .0% of sales, and achieved 
a small net profit after making provision for interest at 
6% on net worth. Gross margin, here and throughout 
this study, was computed on the basis of net merchandise 
costs after deducting all discounts and allowances except 
advertising allowances representing direct payments for 
space used. Net gain or net business profit, without 
allowance for interest on owned capital and after credit­
ing other income, typically amounted to 0.9% of sales. 
Among the expenses, salaries and wages were the largest, 
being 10.5% of sales, tenancy costs next largest at 2.5%, 
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and supplies and advertising next, each being slightly 
. under 1% of sales. 

Comparison of the median percentages with average 
percentages based on aggxegate dollar figures shows that 
the latter, in the preparation of which the larger chains 
received heavier weight, were higher in the cases of gxoss 
margin, salary and wage expense, tenancy cost, supplies, 
and total expense, but lower in the case of advertising 
expense. The percentages based on the aggxegates, also 
show a net loss, after charging interest as an expense, 
and a smaller rate of net gain as a Percentage of net sales. 
Thus, it appears that the larger chains among the 13 
were able to earn larger percentage margins but were 
at a disadvantage as regards rates of expense, so that 
their earnings were less favorable on a percentage basis 
than those of the typical chain. The only notable ad­
vantage in expense enjoyed by the larger chains was that 
in advertising. 

The disadvantage of the larger chains as to tenancy 
costs, and the fact that these chains had more of their 
stores in large cities than did the smaller chains, sug­
gests that rental expense runs higher in percentage of 
sales in large cities than in small cities. Further evidence 
on this point appears later. . 

Of the 13 chains covered by Table 5, eight segxegated 
store expense and all other expense. The latter category 
included administrative, general, warehouse, and trans­
portation costs. Aggxegate and median figures for these 
eight chains sbowing the functional breakdown of 
expense are given in Table 9, page 20. 

Combination Chains 
Table 6 presents aggregate and median figures for the 

13 chains of combination stores. These chains tended 
to operate fewer stores per chain than the straight gxo­
cery chains, the range being from 3 stores to 50 stores. 
One-half of the reporting firms operated between 4 and 
.8 stores. In average sales per store, however, these 
chains had a distinct advantage over the straight grocery 
chains. Sales per store for the combination chains ranged 
from $.6,000 to $199,000, and one-half the reporting 
chains had sales per store between $62,000 and $100,000. 
Thus aggregate net sales for these chains were larger 
than at. first might have been expected. Total sales 
ranged from $166,000 to $',913,000. 

The individual stores of the combination chains were 
located chiefly in cities of moderate siu rather than in 
either the very small cities or the cities of more than 
500,000 population. Among the 13 chains none had 
stores in cities of over 500,000 and only one-quarter of 
the chains had more than 12% of their stores in cities 
of less than 10,000. On the aggregate basis, the bulk 
of the stores were concentrated in cities of from '5,000 



Table S. Operating Results of 13 Straight Grocery Chains: 1934 

Number of Chains ..•....................•............... 
Aggregate Number of Stores ............................. . 
Net Sales .••••••.••..•.•...•........................... 
Average Sales per Store ................................. . 
Index of Change ('934/'933): 

Number of Stores per Chain ......................... . 
Net Sales per Chain .••.............................. 
Average Sales pel Store ............................ .. 

Net Co,t of Merchandise Sold .......................... .. 
GROSS MAlt.GIN ••••••••••••••••••••.•••••.....•••••.•••.. 

Selari .. and Wages ..........................•........... 
Tenancy Costs (including depreciation of major improvements) 
Deprec18.tion of Fixtures and Equipment .................. . 
Light, Heat, Water, Power, and Refrigeration .............. . 
Transportation Purchased .......................... , .... . 
Supplies ...•........................... , ............... . 
Advertising ............................................ . 
Insurance (except on real estate) ......................... . 
Taxes (except on real estate and federal tu: on income) .•.••. 
Miscellaneous. Expense: 

Commurucation .................................... . 
Travelling ........................................ . 
UDclassified ....................................... , 

Total Miscellaneou, Expense (,ubtotal) ................... . 

Total Expense before Interest ............................ . 
TotallDterest (including intetest on net worth) ............ . 

TOTAL ExPENSE including Interest .•••.................... 

NET PIlOFl1' O. Loss .................................... . 

Net Profit or Loss from Real Estate Operations ............ . 
Interest on Net Worth (except real estate, leaseholds, and 

goodwill) .......................................... . 
Other Revenue, Net .................................. . 

Total Net Other Income ................................ . 

NET GAIN: Percentage of Net Sales ... , ................... . 
1'e=ntage of Net Worth ..................... . 

Rate of Stock-turn (times a year) Based on Average of Inven 
toties at the Beginning and End of the Year .••••....•.. 

Sell Service GroceI)' Units' ............................. .. 

Distribution of Stores' among Cities with Populations of: 
Less than 10,000 .•.....•....• , •...•...•............. 
10,~25,OOO .......... , ................. , .. . 
as,OOO-loo,ooo. . . . . . ................. , .......... . 
100,000-500,000. . • .. ....•..... . .............. ,. 
500,000-1,000,000 .••••................... , ........ . 
1,000,000 or more .. _ .. , ........ , .................... , 

_teF_ 
A_ 

Amount 
P""",,-

~Uaregivm 
Computed. 

for the .. <ho_ 
13 Chains 
... Group 

'3 ... . 
739 

125,468 100.00% 
$34 . ... 
.... . .-. .... . ... .... . ... 

$19,995 78.5'% 
5.473 .1049 

$3,139 12.33% 
964 3-78 
'40 0·55 
"3 
S4t 

0.1!.! 
0.2It 

.65 1·04 
207 0.82 
76 0.30 
85 0.33 

67t 0 .• 6t 
.st o.lot 

.20 0.86 
(12) (1.2.) 

$5.455 21.42% 
•• 0 0.86 

$5.675 22.28% 

L.'202 L.O·79% 

lOOt 0.'3%t 

.08 0.82 
3St 0.'4t 

$303 1.19% 

SlOI 0.40% .... 6 •• 0; 

.... 7-46 

'S·t .0·S7%t 

'44 22.46% 
67 10·45 
56 8·74 

'40 21.8.t 
33 S·15 

201 3'·36 

IJ 

lIedimllllld lluge Figures 

Perom~mputed for Each of the 
13 . Takaa Individualb' 

One-ball the 
Reported Figura 

lIediaa1 Centered on the M;;;{;.g. 
Lay between the 

Limits Listed Below 

.... .... .... 
I~~% 

35 54 

$38 $30 $40 

IOO,oat 97·78 100.00 
.06.64t 104·38 110·91 
IIO-47t .08·47 US-4S 

79·56% 77-8.% 81.76% 
20-44 18·24 22.18 

10·50% 9·74% , •• 64% 
2·51 2.21 3·47 
0·47 0·43 0.67 
0.68 0.56 0·79 
o·sst 0.26 0·55 
0·97 0.1!.! '·04 
0·95 0·74 1·31 
0.28 0.17 0-41 
0.39 0.23 0-4" 

0..8t 0.15 0.38 
0.'3t 0.08 0.21 
0.56 0·45 1.14 

(0.99) (0·59) (1.43) 

'9·57% .6.8.% 21.78% 
0.87 0·75 1.01 

20.43% '7.57% ••. 86% 

0.16% L.,.8,% 1.60% 

o·I2%t 0.04% 0.20% 

0.83 0·74 0·91 
0·30t 0.07 0·91 

0.1!.!% 0.65% •. 86% 

0.90% L.O.04% 1.32% 
5,'4; •. 60 12.22 

po 6.19 8.84 

o.oo%t 0.00% 0.00% 

25·00% 4·45% 60.00% 
5.66 3-33 12.04-
0.00 0.00 10.81 
0.00 0.00 22.22 
0.00 0.00 0.00 
0.00 0.00 0.00 



to 500,000. This tendency was in contrast with that 
for the straight grocery chains to favor small cities. It 
is clear from the middle range data, also, that as a rule 
the combination chains did not cover cities differing 
widely in size, but rather concentrated their stores in 
one city or in cities of similar size. 

These chains did not give sufficient information to 
warrant generalizations regarding the percentage of 
sales delivered, the sources of merchandise purchased, 
or the extent of warehousing. As regards charge busi­
ness, however, pronounced differences between straight 
grocery chains and combination chains were disclosed. 
Only four of the 13 straight grocery chains offered 
charge account service, so the tendency clearly was in 
the direction of cash business. Among nine reporting 
combination chains, however, eight offered charge 
service; and for these eight, the median percentage of 
charge sales to total sales was 10. Eight of the 13 chains 
operated self service stores exclusively. It was not 
possible to determine definitely how expenses for self 
service and regular chain stores compared, but what 
evidence there was suggested that the eight combination 
chains with self service stores only, had no perceptible 
advantage in percentage expenses. 

The figures in Table 6 are of interest for two purposes: 
as standards for the appraisal of operating results among 
combination chains, and as a hasis for comparisons of 
combination chains with other types of food distributor. 
This latter purpose is served more satisfactorily by 
Table 3 in which selected information from Table 6 is 
reproduced; but for the first purpose, careful study of 
Table 6 is indicated. Such analysis need not be 
described in detail here, but attention may be directed 
to the fact that the differences between the aggregate 
percentages and the medians show the tendency already 
displayed by Table 5 for the larger chains to have 
higher rates of margin and expense than the smaller 
chains. 

The division of expense for combination store chains 
on a functional basis is given in Table 9, page 20. 

Regular Chaine 
In Table 8 there are presented figures summarizing 

the results of the 34 regular chains for which complete 
and comparable data were available. These 34 chains 
operated a total of 19,903 stores, and their stores per 
chain ranged from 6 to more than 4,300. The 18 chains 
in the middle of the range as regards number of stores 
had between 73 aDd 428 stores each. Clearly, therefore, 
the great bulk of the 19,903 stores were operated by a 
few very Iarge chains. 

In dollar sales per chain there were simiIar differences. 
The smallest chain had sales in 1934 of $270,000 and 

the largest chain had sales of more than $200,000,000, 
'the total volume for the 34 chains being ~II,ooo,ooo. 
In average sales per store, however, the differences, 
though large, were not so great. The extreme range 
was from about $20,000, reported by the chain with 
smallest sales per store, to approximately $70,000 for 
the chain with largest average sales per store. The 
average figure for the 34 chains (total dollar sales 
divided by total number of stores) was approximately 
$45,000, and the middle half of the chains, when ar­
ranged in order of sales per store, had sales per store of 
from $34,000 to $45,000. 

Table 8 indicates, also, that reports on the location 
of stores by sizes of cities were received from chains 
operating more than I2,000 of the 19,903 stores. The 
several units of these chains were distributed fairly 
evenly among cities of various sizes, but cities with 
populations of less than 500,000 were better represented 
than the very large cities. Cash sales for the regular 
chains apparently amounted to approximately g8% of 
total sales, the charge business of these firms being 
practically negligible; on the average, no delivery 
service was offered. Perhaps such charge and delivery 
service as was offered by regular chains in 1934 was 
arranged for by store managers unofficially. 

Twenty-eight of the 34 regular chains gave definite 
answers to the Bureau's question regarding self service 
stores. Of these 28 chains, 4, with 246 stores, operated 
self service stores exclusively, while 6 stated that self 
service stores constituted 0.4% to 75.0% of total stores. 
There is strong presumption that the 6 chains which 
did not answer the question had no self service stores. 
Thus, as Table 8 indicates, the experience of the regular 
chains is predominantly the experience of ovex-the­
counter, clerk-service retailers. It is interesting to note, 
however, that the four chains with 100% self service 
stores showed no advantage over the othex regular chains 
in expense for pay roll, tenancy, or supplies, or in total 
expense. 

The regular chains reporting for 1934 bought the bulk 
of their merchandise direct from manufacturex5. Fifteen 
of the 34 chains typically bought 7 s% of their merchan­
dise in this way. Wholesalers and jobbers were the next 
in importance as sources, accounting for 15.0% of the 
total; and 18 reporting chains, on the average, manu­
factured 4.0% of the goods sold. 

It was customary among these chains to operate ware­
houses for groceries and produce, but, as a rule, meats 
were not handled to any important "",tent through the 
chains' own warehouses. Reports from 24 chains indi­
cated that as a rule approximately 80% of total grocery 
purchases were warehoused by the chains; reports from 
19 chains showed the corresponding typical figure to be 



Table 6. Operating Results of 13 Combination Food Chains: 1934 

I ..... 

Number of Chains ...................................... . 
Aggregate Number of Stores ............................. . 
Net Sales ....................... , ..................... . 
Average Sales per Store ................................. . 
Index of Change ('934/'933): 

Number of Stores per Chain ............. , , .......... . 
Net Sales per Chain ................................ . 
Average Sales per Store ............................. . 

Net Cost of Merchandise Sold ........................... . 
G:a.oss MAllGIN •••••••••••••••.....................••••• , 

Salaries and Wages ..................................... . 
Tenancy Costs (including depreciation of major improvements) 
Depreciation of Fixtures and Equipment ..•................ 
Light, Heat, Water, Power, and Refrigeration .............. . 
Transportation Purchased ............................... . 

tf:e~:' ':::::::: :::::::::::::::::::::::::::::: ::::::: 
Insuran:fexcept on real estate) .............. , .......... . 
Taxes (except on real estate and federal tu: on income) ..... . 
Miscellaneous Expense: 

Communication .................................... . 
Travelling ......................................... . 
Unclassified ........................................ . 

Total Miscellaneous Expense (subtotal) ................... . 

Total Expense before Interest ............................ . 
Total Interest (including interest on net worth) ............ . 

TOTAL ExPENSE including Interest ....................... . 

NET PaOFIT all Loss .................................... . 

Net Profit or Loss from Real Estate Operations ............ . 
Interest on Net Worth (except real estate, leaseholds, and 

goodwill) .......................................... ' 
Other Revenue, Net. . • . . . . . . . . .. . ..................... . 

Total Net Other Income ................................ . 

NET GAIN: Percentage of Net Sales ....................... . 
Percentage of Net Worth ..................... . 

Rate of Stock·tum (times a yoar) Based on Average of Inven-
tories at the Beginning and End of the Year ........... . 

Self Service Grocery Units' .............................. . 

Distribution of Stores' among Cities with Populations of: 
Less than 10,000 ••..•.....•..•••..••..........••.... 
IO,0CI0-2S,OQD· ..................................... . 
25,OCIO-loo,ooo. • • . . . . . . . . . .. . ..................... . 
loo,OCIO-SOO,ooo .•................................... 
500,000-1,000,000 ••.................••.............. 
1,000,000 or more .................................. . 

AgrepU: Fipml 

A-.. 
Amoun. P=n ..... 

(Dollar! given Computed 
(or the 

lD thouaands) .3 Chains 
asa Group 

'3 .... 
'5' 

$'7.436 100.00% 
$69 . ... 
.... . ... .... . ... .... . ... 

113,560 77-77% 
3,876 22.23 

$1,993 11·43% 
434 2·49 
'76 1.01 
'47 
'4t 

0·84 
0,'4t 

,83 1.05 
"7 1.30 

55 0·31 
66 0·38 

34 0.20 
lIt o·06t 

'93 I.II 
('38) ('·37) 

$3,543 20·32% 
'5' 0.87 

$3,695 21.19% 

$.8, '.04% 

$'st o.08%t 

'45 0·84 
lIt o.06t 

$'7' 0.98% 

$35' 2.02% .... I2.B4 

.... 8.79 

1I7t 46-4.%t 

34 '4.66% 
33 14.22 
74 31.90 
91 39.22 
0 0.00 
0 0.00 

Median' and ltutge FiFuea 

P ..... ~m.::.od f", Eoch of the 
. IJ . T Individually 

One-hall the 
Reported Figures 

Medianl Centered on the M~, 

~ts~=B~" 

.... . ... . ... 
I~:~% 

5 '7 

$79 $6. $101 

100.00 100.00 113·04-
IIS·0It 112·91 116·33 
1I3·09t 102.25 116·33 

79.67% 76.46% 8I.78% 
20·33 18.22 23-54 

11·1.9% 9.56% I.I.61% 
2.03 I·72 •. 86 
0.96 0·64 1.38 
0.80 0.64 ,.06 
0,'7t 0·04 0·37 
1.15 1.01 1.29 
1.20 '.00 1·58 
0·3I 0.24 0·39 
0.29 0.23 0·46 

0.18 0.'3 0.22 
O.09t 0.08 0.09 
1.,3.0 0.82 •. 63 

('.50 ) (0·97) !,.IIg) 

'9.60% ,8"7% 20.14% 
0.68 0·54 0·97 

.0.55% ,8.8.% ".73% 

0.44% L.O.22% 0.82% 

O·09%t 0.07% 0.12% 

0·72 0·54 0·90 
o·08t L.o •• S 0.29 

0.80% 0.73% '·09% 

1.12% 0.50% '.93% 
9.40 5.40 12·75 

8.90 8·38 12.21 

.oo.oo%t 0.00% 100.00% 

0.00% 0.00% 12.00% 
7.69 0.00 32.14 

'7·86 0.00 32.00 
0.00 0.00 60.00 
0.00 0.00 0.00 
0.00 0.00 0.00 

t firqrea for thl. item were not reported by all the firms in the group. 

th 
I See c;xpluation of c:ypes 01 average uaed. pace 48. Sim:e all the mediana were set independeatb', the figures for the aevenJ. items ClUlDot be ezpected to tie to 

e rapecth'e totala.. 
I Total StOl'el_l00% 
• Location of 'Corea by me of cl~"... reported by :n: of the l,s chains. 



90% for produce; but for meats, according to 19 reports, 
only 5% of the goods handled, on the average, passed 
through the chains' own warehouses. 

Further light on the operating problems of the chains 
is afforded by the following median data on mark-downs 
and stock shortages for regular chains: 

Percental:: of Total Chain 
" Sales 

Number .. 
I ..... .f On~haIf the Reported 

CIWns FigurM Centered OIl 
Reporting MecfiaD the edim La 

between the u;f'ta 
Listed Below 

Regular Mark-downs .... 15 0·43% 0.10% 0.63% 
Special Sales Mark-downs 14 2.14 1·42 '·46 
Mark-doWDs OD Damaged 

0.67 Goods ......••....... II 0·37 1.00 
Total Mark-downs ...... 19 2·99 2.03 3·73 
Stock Shortages (Net) ... .' 19 a.II· 0·44· 0.08 
Total Mark-downs and 

Shortages (Net) ....... 18 3·09 1·94 3-45 

.Oveng.. 

In computing these percentages, total chain net sales 
were taken as 100%. Since, as a rule, the inventories of 
only the grocery divisions were recorded in retail terms, 
these figures for mark-downs and shortages presumably 
cover grocery operations only. Grocery division busi­
ness constituted 83.36% of total business among regular 
chains. Therefore, if grocery division sales had been 
tak,m as 100%, the percentages given above would have 

been increased by 8
1 

6 - I, or approximately 20%. 
• 33 

It is to be hoped that, in future studies, figures such as 
these may be supplemented by infonruition for the 
several chains regarding methods of billing goods to be 
offered at 2-lor or 3-for, the so-called "tare" allowance 
for wastage in weighing out bulk goods or for dehydra­
tion, and any reserves for shrinkage which may be set up. 

Table 7 gives median percentages for sales by lines 
of goods (a) for all 17 chains which reported these data 
and (b) for these chains classified according to percent­
age of combination stores to total stores. These data 
indicate the experience of the typical chain as regards 
each of the several lines of merchandise; but, the several 
percentages in each set being medians, they do not add 
to 100.00%. 

Manifestly, among regular chains, dry groceries and 
canned goods account for a larger proportion of total 
sales than any other single classification of merchandise. 
Next in importance come the meat and fish group with 
19% of sales; the fresh fruit and vegetables with 15% 
of sales; and butter, cheese, and eggs with between II% 
and 12% of sales. Non-food products accountfor almost 
10% of sales. It may be surprising that even with the 
emphasis which has been placed on bakery products in 
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Table 7. Sales by Merchandise Lines for 
17 Regular Food Chains: 1934 
(Median Figuresl; Net Sales= 100%) 

All CIWns ChoW 
Ch .... Having Leu Ih::"l.f"" Items 
~ 

than 35% '" ... 
CombinatiOD CombinatioD 

s ..... S ..... 

Numher of Chains .......... 17 9 8 

Aggregate Numher of Stores. 16,616 4,825 JI,791 
Aggregate Net Sales (in thou-

$799,221 $213.893 $585.3.8 sands) .................. 
Percentage of Combination 

33.22% '9,'5% 48.86% Stores to Total Stores ..... 

D'loo~~e~~ .. ~~~. ~~~ 33·53% '9·55% 34.13% 
Fresh Fruit and Vegetables .. 15.2 1 15.52 14·27 
Meat (including poultry and 

fish) .................... 19.00 17.58 19·3° 
Butter, Cheese, and Eggs .. .. 11-49 11.49 11.24 
Other Dairy Products (in-

cluding milk and cream) .. 1.39t 1.31t '.45t 
Bakery Products ........... 5·70t 5·78t S·1° 
All Other Food Products ... 6.68t 10.20t 3·93t 
Non-food Products ......... 9·45t 10 .• 8t 9·19 

Average Sales per Store .... 141,319 $4 •• 08. $4.0,071 
Average Sales per Meat Side 17,657 21,813 16,103 

tFigures for this item. were Dot reported by aU the firms in the pup. 
lSee explanatioD of types of a.verage used, page 40. Since aU the mediaDi 

were set independently.- the figures for the several items cannot be ezpected to 
tie to the respective totala. 

recent years since chains have opened their own bakeries, 
this type of merchandise contributes less than 6% of 
total sales; but one must remember that a large portion 
of chain store bakery sales consist of bread, which has a 
low unit value. In spite of all the discussion which has 
arisen during the last few years over the selling of fluid 
milk by chains, apparently this item, along with cream 
and ice cream, contributes less than 2% of total sales 
for the typical regular chain. 

Classification of the 17 chains by percentage of combi­
nation stores discloses surprisingly little difference in the 
relative importance of the several lines of merchandise. 
Among the chains with a larger proportion of combina­
tion stores, meat and fish sales, as would be expected, 
bulked larger in proportion to total sales; but, strangely 
enough, sales of dry groceries and canned goods also 
were larger. The chief difference in the distribution of 
sales for the two groups, in fact, came in all other food 
products which accounted for 10% of sales for the 
chains with relatively few combination stores and only 
4% of sales for the chains with a large percentage of 
combination stores. 

The small difference in the percentagesof meat business 
for the two groups of chains seems to reflect an important 
difference in operating policy. The chains with more 
than 35% combination stores apparently chose to oper­
ate meat sides in a great many of their stores but did not 
attempt to build up the sales of the individual meat sides 



Table 8, Operating Results o,f 34 Regular Food C\lains: 1934 

I ..... 

Number of Chains ...................................... . 
Aggregate Number of Stores ............................. . 
Net Sales ...•.......................................... 
Average Sales per Store ...................... , ... , ' , .... . 
Index of Change (1934/1933): 

Number of Stores per Chain ..... , , .... , ... , , . , . , . , .. . 
. Net Sales per ChlWl ............................... . 
Average Sales per Store ..... , ............ , ......... . 

Net Cost of Merchandise Sold ..•........................ 
GROSS MAJlGIN ••••••••••••••••.....•.......•• , • , • , ••... 

Salari .. and Wag ....................................... . 
Tenancy Costs (including depreciation of major improvements) 
Depreciation of Fixtures and Equipment ............• , ... , . 
Light, Heat, Water, Power, and Refrigeration .............. . 
Transportation Purchased ............................... . 

~':f!e~;bht3:::::::::::::::::: ::::::::::::::::::: : ::::::: 
Insurance (except on real estate) •......................... 
Taxes (except on real estate and federal tax on income) ..... 
Miscellaneous Expense: 

Communication .................................... . 

~~~T::ifi~·.:::::::::::::::::::::::::::::::::::::::: } 
Total Miscellaneous Expense (subtotal) .................. . 
Total Expen.e before Interest ............................ . 
Total Interest (including interest on net worth) ............ . 
TOTAL ExPENSE including Interest ....................... . 

NET PROFIT Oil Loss .................................... . 

Net Profit or Loss from Real Estate Operations ............ . 
Interest on Net Worth (except real estate, leaseholds, and 

goodwill) .......................................... . 
Other Revenue, Net...... . ................. . 
Total Net Other Income ................................ . 

NET GAIN: Percentage of Net Sales ....................... . 
Percentage of Net Worth ............... , ..... . 

Rate of Stock-tum (tim .. a year) Based on Average of Inven-
tories at the Beginning and End of the Year ........... . 

Distribution of Stores by Typel: 
Straight Grocery •................................... 
Meat. ............................................ . 
Combination. , .. , ............ , . , ................... . 

Self Service Grocery Units .. , ............... .' ........ . 

Pe"""tage of Sal .. in Meat Sides Or Stores ............... . 

Distribution of St ..... among Citi .. with Populations of: 
I..eas than 10,000 .•.•............................... 
10,000-:15.000 .•..........•...................... : .. 
25,000-100,000 ............................... . 
100,000-500,000 ................................... . 
500,000-1,000,000 .... ,", ........................ . 
1,000,000 or more ... , ............................... . 

Amount 
(Dollars given 
in thousands) 

34 
19,903 

$gIl,46X 
146 

.... 

... . 

.... 
$69·.314 

219,147 

$114,665 
28,980 

7,192 

9,50 3 
M08t 

10.591 
9.804 
2,562 
5._ 

I.669t 

10,911 
(12.586) 

$204.295 
9.186 

$213,481 

$5.666 

$2,412t 

9,825 
•• 865t 

$15,102 

$:10,768 ... , 

.... 

11,519 
31 

8,347 

3,I08t 

.... 

31559 
1,100 
1,691 
2,593 

14' 
2.544 

\ 
) 

A ...... 
Percenta~ 
Computed 

for the 
34 Chains 
.. aGro~ 

.... 
100,00% 
. ... 
. ... 
.... 
. ... 

15-96% 
24·04-

12·58% 
3.18 
0·19 
1·04 
o'iit 
1.1 
1.08 
0.28 
0·55 

0.18t 

l.20 

(1.38) 
'22.41% 

1.01 
23.42 % 
0.6:1% 

0 .• 6%t 

1.08 
0·32t 
1.66% 

2.28% 
9·65t 

8'38t 

57.81% 
0.19 

4'·94 

15·6·%t 

. ... 

'9·09% 
8·99 

13.87 
21.19 

6.07 
20·19 

.. edW>·uuI __ 

Pm:en~~ed for Each of the 
.5...' Individually 

One-half the 

Medianl 
Reported Figures 

Centered on the M~. 
Lay between the 

Limits Listed Below 

... . . , .. .... 
14 4'1 

100.00% . ... 
141 $34 145 

98.10 9S041 100.00 

1"'!·35t 101·97 108.20 

IIO.79t 104·154 1I4·IO 

11-06% 16·09% 11.94% 
22·94 22.06 23.91 

12.13% tr42% I2.8~% 
3·00 '2.62 3·71 
C.SI 0.63 1.03 
1.05 0.8S 1.17 
0·33t 0.18 0·95 
1·04 0·91 1.37 

0·97 0·73 1.23 
0.a8 0.21 0·35 
0.36 0.23 0.63 

0.19t 0.15 0.27 
1 } 1·31 , 1.10 1·55 

('·48) 
) 

(1.30) (1.10) 

1 

1 
22,.6% 20.57% '3·16% 
0·97 0.80 1.05 

22.96% 21.61% 24.10% 
0.14% L.o·69% 0.19% 

0.11%t 0,°3% 0.28% 

0·93 0.65 1.12 
0.14t 0.00 0.23 

1.20% 0.11% 1.66% 

1.53% 0.16% 2.25% 
7·44t 2.18 xO.28 

8.13t 6·91 9.29 

67.14% 51.8g% 19.52% 
0.00 0.00 0.00 

31.64 20.00 48·11 
o.oo%t 0.00% ..80% 

16.64%t 10·54% 20.28% 

'5-25% 11.02% 31.56% 
8.40 3·45 10.87 
7.0 1 0.00 18.58 
5·32 0.00 35.30 
0.00 0.00 0.00 
0.00 0.00 2.32 



to a high degree, while the chains in the other group 
adopted the policy of operating fewer and larger combi­
nation stores with a larger meat side business in each. 
The average sales per store was but 5% smaller among 
the chains with more than 35% combination stores than 
among the other chains, while the average sales per meat 
side was 26% smaller. 

Inspection of Table 8 shows that, among the 34 chains, 
gross margin typically amounted to just under 23% 
(22.94%) of net sales, an amount distinctly larger than 
those for straight grocery chains and for combination 
chains. Salaries and wages typically accounted for 
r2.I3% of sales, tenancy costs for 3.00% of sales, and 
total expense including interest for 22.96% of sales. 
In spite of the fact that these figures for gross margin 
and total expense indicate that the typical regular chain 
incurred a slight loss in I934, medians of the profit or loss 
figures for the several chains show that the typical chain 
earned a slight profit (0.I4% of sales). 

This profit was after including a charge for interest on 
invested capital; that is, interest actually paid, plus 
interest at 6% on net worth, less interest and dividends 
received. Hence the net profit figure represents not 
net business profit, as the term is ordinarily used by 
business men, but the net return from merchandising 
operations over and above long-run economic costs. 
Also, without an allowance for interest, it is impossible 
to secure strictly comparable reports for different chains 
which employ borrowed capital to varying degrees. 

In addition to the net profit from merchandising 
operations, the typical regular chain secured income in 
I934 amounting to 1.20% of sales and consisting largely 
of a credit for interest' to offset the imputed charge 
included among the expenses. After taking account of 
net other income the typical regular chain in 1934 
earned a net business profit, or net gain, amounting to 
approximately 1.5% of sales. 

Net gain is the profit on which Federal income taxes 
are paid. Figures on these taxes were reported by 32 of 
the 34 regular chains. For these 32 chains, Federal 
income taxes, computed by the aggregate method, 
typically amounted to 0.32% of sales; and, computed 
by the median method, to 0.17% of sales. 

Turning now to the range figures presented in the last 
two columns of the table, it is seen that margin rates 
above or below the median by 1% of sales were 
exhibited frequently among regular chains; and that, 
for expense rates, almost the same dispersion was 
common. For the individual items of expense, the 
ranges covered by the middle half of the figures reported 

1 It should be Doted that thil credit for internt on net worth ordinarily did 
Dot Bgree with the charge for total iDtereat in the ezpense statement, because 
mOlt 6rmll had lOme Det charge or credit reaul~ from the oft'setting of interest 
actually paid OUt and intcrclt actually received, and because by the Bureau'. 
procedure lOme Imputed. interest on investment (that used in manufacture) did 
Dot pt into operating upeDae o.t all. but was included. in purchases. 

18 

commonly were smaller, roughly in proportion to the 
differences between the respective medians. For 
sallries and wages, which account for roughly half of 
total expense, the middle range was from 0.7% below 
the median to 0.7% above, indicating no tendency 
towards greater dispersion among personnel costs 
than among margins and total expense percentages. 
Tenancy costs, however, showed a substantially greater 
range, one amounting to more than 35% of the median 
(average) as compared with a range of only 12% of the 
median for salaries and wages, and II% for total 
expense. Apparently differences in the store location 
policies of the several chains, and perhaps differences in 
the sius of the cities covered, brought about rather 
large differences in the percentage expenditures for 
tenancy costs. Perhaps, also, there was a tendency for 
the range to be larger relative to the median for items of 
expense small in percentage of sales than for items large 
in percentage of sales. Evidence pointing to this con­
clusion is afforded by the figures for light, etc., for sup­
plies, and for advertising. In all three instances, the 
middle range reported amounted to more than 30% of 
the median, and for advertising the figure was 50%. 
Such items as net profit and net gain, of course, showed 
unusually large spreads because these figures resulted 
from the interplay of margin and expense. 

Comparison of the median figures in Table 8 witlx the 
percentages based on the aggregate dollar figures, per­
centages which reflect a weighting of the figures for 
individual chains according to dollar volume, affords 
evidence that the larger chains tended to earn higher 
rates of gross margin and to incur somewhat higher 
rates of expense than tlxe typical chain. As a result, 
the larger chains showed better net profits and better 
rates of net gain. 

The data for 29 regular chains which reported store 
expense separately from other expense are given in 
Table 9,page 20,and are discussed beginning on page I9· 

Meat Chains 

As was observed on page II, the smaII number of 
meat chains reporting, and their small aggregate sales, 
made it impracticable to prepare a table for meat 
chains corresponding to Tables 5, 6, and 8. Typical 
figures for these six chains, however, are given in 
Table 3, page 6. It was not possible to compute 
averages for this group of chains showing the division 
of expense between store operations and the central 
office functions. Since the several meat chains dis­
played substantial differences in operating results, the 
average and median figures for them probably are not 
so reliable as the corresponding data for the other tlxree 
groups of chains. 



STORE EXPENSE CONTRASTED WITH OVERHEAD EXPENSE 

Table 9 presents data indicating the avemge and 
median percentage expenditure for performing each 
of the two chief functional divisions of food cbain work: 
(a) store operations; and (b) all other, central office, or 
overhead operations, the latter including the adminis­
trative, general, warehouse, and transportation func­
tions. The expense for each of these functions is shown 
hroken down by component natural divisions, such as 
pay roll, tenancy, and supplies. 

The information for all three types of food chain rep­
resented in Table 9 agrees in offering testimony that in 
1934 store expense typically accounted for around 70% 
of total expense before interest; and that expenses ass0-

ciated with the central office (including administrative, 
general, warehouse, and transportation expense) oIdi­
narily accounted for about 30% of the total expense 
before interest. Figuxes for 1933 simiIar to those given 
in Table 9 disclosed slightly different results; but, on 
the basis of the available data for hoth years, the con­
clusions to be drawn from Table 9 are thought to be 
essentially representative. 

Since store expense took about 70% of total expense, 
and since it included no portion of the outlays for tram:. 
pertation, advertising, or taxes (other than taxes on 
real estate which were included in tenancy cost), it 
follows that store operations tended to absorb more 
than 70% of the expense for the other items of expense. 
This conclusion is confirmed by the figures for salaries 
and wages, tenancy costs, depreciation of fixtures and 
equipment, and light, heat, power, and refrigeration; 
and it was true for supplies among straight grocery 
chains and regular chains. Expenditures for tenancy 
and for light, heat, water, power, and refrigeration 
represented almost entirely store cost, 87% or more of 
the total expenditure being for this function and as 
little as 5.5% (for one type of chain) for the central 
office function. 

Cost of Performing the Wholesale Function 

The figures in Table 9 are interesting not only for the 
light they throw on the relative cost of store and central 
office functions in food chains; hut also because they 
give some indication of the percentage cost of performing 
the wholesale distribution function through food cbains. 

Quite clearly, administrative, general, warehouse, 
transportation, and all other expense for food chains in 

1934 on the avemge absorbed from 6.0% to 7.5% of 
sales at retail prices. This is equivalent to from 7.6% 
to 9.9% of the value of goods sold at the cbains' cost 
prices, the cbains' gross margin being taken at from 
21% to 24% of sales (see Table 3). Since the ordinary 
wholesaler's selling prices presumably are higher than 
the chains' cost prices, but lower than the cbains' retail 
prices, the cost to the chains of performing their central 
office functions amounts to between 6.0% and 9.9% 
of the wholesalers' seIIing prices. This affords some 
rough basis for comparing the chains' costs with whole­
salers' operating costs, which customarily are expressed 
in percentages of the wholesalers' sales. It must be 
noted, however, that the cbains' costs include those for 
several functions frequently not performed by whole­
salers. These include: 

I. Advertising, such as that commonly done by, and 
at the expense of, the retail stores which buy from 
wholesalers. 

2. Transportation of goods from the warehouse (which 
corresponds to the wholesaler's establishment) to the 
retail store. 

3. Supervision of the retail store. 
4. Taxes, such as commonly are paid by independent 

retailers, plus any taxes levied solely, or at higher rates, 
on chains. 

5. In some cases, costs for the wholesale function on 
meats and on fresh fruits and vegetables, which may run 
higher than corresponding costs on dry groceries. 
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The Bureau does not have comparable figures on the 
operating costs of wholesale grocers for recent years 
based upon its own researches, but such data may be 
found in the publications of the United States Depart­
ment of Commerce and the Bureau of Business Research 
of the Ohio State University. 

Store Expense for Grocery IIIld for 
Meat Qperationa 

In connection with this discussion of the relationship 
between store expense and overhead expense, it is inter­
esting to compare the data on store expense only for the 
several types of unit represented in Table 2, page 4. 
Corresponding data in dollars per unit are given in 
Table 10. 

The preparation of the figures for these tables in­
volved the apportionment of expenses between the 



Table 9. Store Expense, General Overhead Expense, and Total Expense for 
Straight Grocery Chains, Regular Chains, and Combination Chains: 1934 

(Net Sales = 100%) 

Average! Figura 

Items 
Percentages Computed from the Combined 
Dollar Figures of the ChaiDa in Each Group 

Percentages Computed from the F~ 
of Eac"h Chain Taken Individu.alJy 

Number of Chains ........................ .. 

Store Expense: 
Salaries and Wages .................... . 
TenanC)!' c,osts (including depreciation of 

major lDlprovements) .............. . 
Depreciation of Fixtures and Equipment . . 
Light, Heat, Water, Power, and Refngeration 
Supplies .............................. . 
Miscellaneous Expense (including insurance 

other than on real estate) . .......... . 
Total Store Expense before Interest ...... . 

Administrative, General, Warehouse and All 
Other Expense: 

Sala.ries and Wages . ................... . 
Tenancy Costs (including depreciation of 

major improvements) . ............. . 
Depreciation of Fixtures and Equipment . . 
Light,Heat, Water, Power I and Refngeration 
Transportation Purchased .............. . 
Supplies ....... . 
Advertising . .......................... . 
Taxes (except on real estate and federal tax 

on income) ....................... . 
Miscellaneous Expense (including insurance 

other than on real estate), ... ....... . 
Total Administrative, General, Warehouse, 

and All Other Expense before Interest 

Total Expense: 
Salaries and Wages .................... . 
Tenancy Costs (including depreciation 01 

major improvements) . ............. . 
Depreciation of Fixtures and Equipment .. 
Light,Heat, Water I Power ,andRefngeration 
Transportation Purchased . ............. . 
Supphes .................... . 
Advertising . ................. , ........ . 
Taxes (except on real estate and lederal tax 

on income) . ...................... . 
Miscellaneous Expense (including insurance 

other than on real estate) . .......... . 
Total Expense before Interest ........... . 

Rate of Stock-tum (times a year) Based on 
Average of Inventories at the Beginning 
and End of the Year ................... . 

Percentage of Groceries Warehoused . ... 
Percentage of Produce Warehoused . . 
Percentage of Meat Warehoused ..... 

Distribution of Stores by Type': 
Straight Grocery .............. . 
Meat ...... , . . 
Combination . ......... . 

Seu Service Grocery Units ...... . 

Percentage of Sales in Meat Sides or Stores .... 

• DlI.ta not available. 

Straight I Rogulu 
Grocery Chain, 
Chains 

8 

9·55% 

3-59 
0·43 
0.80 
0.83 

1.15 

16·34% 

3-'45% 

O.44t 
0.r7t 
0.08 
o .•• t 
0,'4t 
0·73 

0.23 

0·55 

6.I1% 

13.00% 

4.0 3 
0·59 
0.88 
O.22t 
1.07 
0·73 

100.00% 
0.00 
0.00 

I8.0I%t 

'9 

9 .• 0 % 

..80 
0·57 
0.98 
0.72 

HO%t 

0·39t 
o.ut 
o·06t 
0·38t 
0-45t 
1.08 

0·55 

12.60% 

3.19 
0·79 
1.04 

0·38t 
1·17 
1.08 

0·55 

1.66 

57·39% 
0.19 

42·42 

I6·,.%t 

Combination 
Chains 

6 

'·55 
0·89 
0.85 
0·73 

1.06 

0·33 
0.25 
o.ost 
o.ut 
0.22 

1.28 

6.29% 

12.16% 

2.87 
1.14, 
0·90 
o.ut 
0·9S 
1.28 

1.62 

0.00% 
0.00 

100.00 

8 

'·44 
0·41 
0.61 
0.71 

1.08 
13.21% 

3-43% 

0·3·t 
O.IIt 
0.07 

0·55t 
0 •• 8t 
0.83 

0.27 

0.62 

2.61 

0·55 
0.68 
0·5St 
0·99 
0.83 

1.67 
20.68% 

7·20 

go.4S%t • 

100.00% 
0.00 
0.00 

o.oo%t 

0.00% 

Rogulu 
Chains 

'9 

2·70 
0.60 

0·96 
0·75 

0.86 
15.13% 

H4%t 

0·46t 
o.2of 
o·06t 
0·35t 
0.36t 
1.07 

3.10 
0.82 

1.05 

0·35t 
I.II 
1.07 

8'39t 

7o.00%t 
9o.oot 
4.oot 

65.00% 
0.00 

33·22 

o.oo%t 

16·93% 

I Combination 
Chains 

6 

9·45% 

2·11 
0·90 
0·77 
0.88 

0.24 
0.14 
o.c7t 
o.I7f 
0.20 

1·39 

0.27 

II.54% 

..84 
0·97 
0.82 
0.I7t 
1.11 

1·39 

0.27 

1.61 

20.13% 

• • • 

0.00% 
0.00 

100.00 

Ioo.oo%t 

'3.67% 

t Figura for thil item were Dot reported by all tbe mIDI in the group. 
I See up~tiOD of typa of averqe oed, pnse 40. Since aU the mediau were let independently, the 6pra for the sevaaJ. iteml caDDOt be expected to tie 

to the respective totalt. 
I Total Stores _ 100%. 
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Table 10. Store Expense in Dollars Per Unit of Straight Grocery Stores and of Combination Stores. 
in Total and by Sides. for 6 Regular Chains Combined: 1934 

(Averages' per unit based on aggregate figures) 

""""'" s_ Combination Stora AIls .... 

I ..... GroceI7 Sidea Meat Sides Total Combiuation 

Amo ... Percentage 
Amount I Perc:eDtage Amount I Peruntaae Amount I Percentage 

Amoun. ...... -
Aggregate Number of Units ........ 4,423 73·77% 1,573 ... . 1,573 .... J,S73 26.23% 5.996 100.00% 

Aggregate Net Sales (in thousands). $143,808 .. .. $101,743 ... . $60,158 .... $161,901 .,' . $305.709 . ... 
Sal .. per Unit .................... $,31,514 100,00% $64,681 100.00% $,38,244 100.00% S10~J92S 100.00% $50.985 100.00% 

Store Expense: 
8·04% Salaries Md Wsses ............. $2,615 $5.487 

TooMey Costs (including depre-
clation of major improvements) 744 2.29 1,6:15 

Depreciation of Fixtures and 

L:Mui~r:~~'w~ter; 'po~u; '~d 80 0.2$ 159 

Rdrigoration ................ 238 0·73 33
' Supplies ....................... 183 0.56 363 

Insurance (except on real estate) .. 41 0.13 74 
Total Miscellaneous Expense . .... 138 0·42 391 -- -- --

Total Store Expense .............. $4,039 12042% 18,430 

I SolI apl.aaatiou. of types of avaqe UIed, pap 40. 

grocery sides and the meat sides of combination stores. 
The Bureau's instructions to the reporting firms did not 
lay down hard and fast rules for this apportionment. 
but indicated that each finn should follow its own 
practice. It was implied. however. that wherever possi­
ble expense should be charged directly to the respective 
sides; that tenancy, light. heat, water. power. and re­
frigeration might be charged on a square-foot basis; and 
that other expenses might be allocated on the basis of 
sales. 

Three facts stand out clearly in Table ., 
I. Store expense for the retailing of grocery division 

merchandise through straight grocery stores was 
almost exactly the same. between 13.0% and 13.5%. in 
straight grocery chains (which had no combination 
stores) and in the straight grocery stores of regular 
chains. For both types of outlet, store salaries and 
wages amounted to about 8% of sales; store tenancy 
costs to about •. 5% of sales; depreciation. light, heat. 
water. power. and refrigeration chargeable to store 
operations to about 1% of sales; and all other store 
expense to about 1.5% of sales. 
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8.48% 14.404 11·51% 19,891 9.61% $4,523 8.87% 

2·S1 1,171 3.06 2,796 2·72 1,282 1·51 

0.2$ 444 1.16 603 0·59 218 0·43 

0.$1 660 1·72 991 0·96 436 0.86 
0.56 423 I.II 786 0.76 341 0.67 
O.xa 87 0.23 161 0.16 73 0.14 
0.60 270 0·71 661 0.64 275 0·$4 -- -- -- -- -- -- --

13.03% $70459 '9.50% $15,889 15·44% $7.148 14.02% 

•. Store expense for the retailing of grocery division 
merchandise was lower in the grocery sides of combina­
tion st'1res than in straight grocery stores by about 1% 
of sales. Differences in cost appeared in practically all 
the component items of store expense. Apparently 
they were associated to some degree with differences 
in average sales per unit (i .•.• per store or side). for as 
Table • indicates. the grocery sides of combination 
stores had average sales per unit about 67% larger than 
the straight grocery stores of the same chains. and 
about 54% larger than the straight grocery chains. The 
advantage of combination stores over straight grocery 
stores as regards percentage expenses was confirmed by 
store expense data for 4 of the 13 combination chains. 

3. Store expense for the retailing of meat division 
merchandise was higher by 9% or 10% of sales than 
store expense for the retailing of grocery division 
merchandise. 

Both Table • and Table 10 reflect the relatively high 
costs. in meat division business. for depreciation. re­
frigeration and related items. supplies, and insurance. 
as well as for pay roll and tenancy. 



RELATION OF SIZE OF CHAIN, SIZE OF CITY, AND SALES PER STORE TO 

OPERATING REsULTS 

In order to provide bases for appraising the effects of 
size of chain upon operating results, and to yield 
standards of performance for chains of different sizes, 
the three groups of chains covered in Tables 5, 6, and 8 
were divided into sub..groups based uPon total sales per 
chain or upon number of stores operated. The figures 
for these sub-groups appear in Tables II, 12, 13, and 14. 

The small number of meat chains for which figures were 
available made it impossible to subdivide their reports 
by size of chain. 

Straight Grocery C~ 

Examination of Table II indicates that the straight 
grocery chains covered in the three classifications, 
respectively, differed not only \n dollar sales per chain, 
but also in average number of stores operated and in the 
size of city covered. Since all the firms were straight 
grocery chains, none of them had any combination 
stores or meat division sales. 

From the table it is manifest that gross margin and 
total expense, measured in percentages of net sales, 
varied from group to group directly with size; but that 
the largest chains did not have an advantage in margin 
sufficiently great to offset their disadvantage in expense, 
for they typically had the least satisfactory earnings. 

According to the table, the tendency for the expense 
rate to be higher among the larger chains extended to 
salaries and wages, the tenancy items, supplies, insur­
ance, communication, and total miscellaneous expense; 
while in transportation purchased, advertising, and 
taxes, the smaller chains were at a disadvantage. 
Apparently among the smaller straight grocery chains 
it was not customary to operate warehouses; or where 
warehouses were operated, the transportation of goods 
from the warehouse to the store commonly was done 
by outside truckmen. On the other hand, the larger 
chains, which on the average operated about 100 stores, 
handled at least a substantial amount of trucking in 
their own vehicles. Table 12, and other tables which 
follow, suggest that this difference of practice did not 
obtain among combination chains and regular chains. 

The amount of advertising done by the straight 
grocery chains did not vary in proportion to the amount 
of business done, for the larger chains typically had 
lower percentage expenditures for this item. Finally, 

rates of stock-tum tended to be higher for the larger 
straight grocery chains, and to vary with size of chain. 

Owing to a rather clear tendency fOr straight grocery 
chains to differ more in number of stores than in average 
sales per store, the chains with large sales volume, as a 
rule, also had the largest number of stores. Hence, the 
classification of straight grocery chains based on number 
of stores resulted in ,a grouping of chains, and disclosed 
operating results essentially similar to those shown in 
Table II. It should be noted, also, that among straight 
grocery chains, the stores of the smaller chains and the 
chains of moderate size, chains with total sales of less 
than $2,000,000, were concentrated in cities of less than 
10,000 population; while the stores of chains with sales 
of $2,000,000 or more tended to be concentrated in cities 
of 100,000 or more population. Thus, as will be observed 
later, the classification of straight grocery chains by size 
was to a substantial degree a classification by size of 
city covered. For this reason, one cannot be sure that 
the differences seen in Table II reflect chiefly the 
influence of size. They may reflect, also, the influence 
of size of city covered, and this latter factor may have 
been the dominant one as regards some aspects of 
performance. 

Combination Chains 

Table 12 presents a classification of combination 
chains by both dollar sales per chain and number of 
stores. 

Average sales per store were more than $100,000 for 
the smaller chains and roughly $65,000 for the larger 
chains. In fact, the four smaller combination chains 
had larger average sales per store than the chains in any 
other group covered by this bulletin and about the same 
as the average sales per combination store for the six 
regular chains covered by Table 10. The average figure 
for these six chains, however, was controlled by the data 
for two large regular chains which had large sales per 
combination store. The other four chains represented 
had substantially smaller sales per combination store. 

More than 60% of the small chain units were located 
in cities of 100,000 to 500,000 population, and none of 
them were in cities of less than 10,000; while the larger 
chains had 16% of their stores in cities of less than 
10,000, and only about 40% in cities of 100,000 or more. 
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Table 11. Operating Results for 13 Straight Grocery Chains 
Classified According to Volume of Sales: 1934 

(Net Sales = '00%) 
A ...... _ MediaD. F"lBUftIl 

Percentages Computed from 
the Combined Dollar Figures of the 

Percentage! Computed from 
the F!lures of E&cb. Chain 

Chains in Each Volume Group T en Individually 
Ito ... 

Net Sales Volume Net Sales Volume 

Lou ..... I $1,.000.000- $2,000,000 Lou ..... $1,000,000- I ,2,000,000 
$1,000.000 '.000.000 or more $1,000,000 ,- '" mo .. 

Numb .. of Chains .......................... 4 5 4 ... . .... .... 
Aggregate Number of Stores ................. 70 225 444 ... . . ... .... 
Aggregate Net Sales (in thousands) ........... $2,354 $6,802 $16,312 . . ... 

$36,B93 Average Sales per Store ..................... $33,632 $30 ,230 $36,140 $40,513 $30 ,123 

Inder of Change ('934/r933): 
IOO.oot IOO.oot Number of Stores per Chain . ............ ... . ... . .... 95.10 

Net Sal .. per Cham .................... ... . ... . .... 106.o2t 110.91 104.61 
Average Sales per Store . .... , .......... , .. .. ... . .... I06.02t "H8t 112.23 

Net Cost of Merchandise Sold ............... 8,.,6% 80.28% 77.39% 82.41% 79·84% 77.66% 
GROSS MARGIN . ..•........... ..... . ........ ,8·84 J9·72 22.61 'H9 20.16 22·34 

~~l:!~ c!s:(kci~dinl d~~ti~~ 'c,'( ~j~~ 9.21% >0.86% '3.39% 9.54% 10·84% '3·38% 

improvements) . ........................ 2·37 2.14 4·68 2.36 2.24 4·58 
Depreciation of Fixtures and Equipment . .... , 0.56 0.62 0.52 0·47 0·51 0·53 
Light, Heat, Water, Power, and Refrigeration .. 0-4' 0.62 0·99 0.48 0.63 0·95 
1)ansP"rtationPurthased ................... 1.28 D.Olt O.I4t 0.63 • • 
Supplies ...............••.................. 0.85 0.85 1,15 0.86 0.86 1.19 
Advertising . ....... , ....................... 1.29 1.16 0.60 I.II 0·95 0·54 
Insurance (except on real estate) . ............ 0.22 0.25 0·33 0.23 0.24 0-47 
Taxes (except on real estate and federal tu: on 

income) ............................. , . 0.67 0.56 0.19 0-41 0·37 0.19 
Miscellaneous, Expense: 

O.22t 0.28 0.,6t Commumcation,' . ...................... 0.23 0.19 0.21 
Travelling. . . . . . . . . . . . . . . . . . . . . . . . . . . .. } 

0.73 } 0.87 } 1.03 } 0.65 } ,.06 } 0·91 Unclassified . ........................... 
Total Miscellaneous Expense (SUbtotal) ....... (0·95) (uo) ('·3') (0.73) (,.21) (,.21) 

Total Expense before Interest ...•............ '7.8,% ,8"7% 23.30 % '7·57% '7-48% 23·74% 
Total Interest (including interest on nel worth) 0·73 1.01 0.82 0·70 ,.08 0·84 

TOTAL ExPENSE including Interest . .......... 18.54% '9·,8% 24.12% 18.27% ,8·56% 24.59% 

NET PRonT 011. Loss ........................ 0·30% 0.54% L. r.sr% 0.76% 0·57% L.o.83% 
Net Other Income (including interest on net 

worth) ..............•................. L.O·3r '·47 1.29 0·55 ,.06 0·74 

NET GAIN: Percentage of Net Sales .. ......... 
Pen:entage of Net Worth ......... 

L.O.Ol% 
• 2.01% • L.0.22% 

• 0.09% 
2.60~ 

1.32% 
7.47~ 

1.03% 
7-29~ 

Rate of Stock-tum (times a year) Based OD 
Ave.roge of Inventories at the Beginning and 
End of the Year ........................ 6.67 6·97 7·83 7-4' 6·59 8"5 

Self Service Grocery Units' .................. o.oo%t 2O.00%t 24.'O%t o.oo%t o.oo%t o.oo%t 

Distn'butioD of Storesl among Cities with POpUa 
lations of: 

Less than 10,000 . .................. 77.50% 52.3'% 3·25% • • • 
10,000-25,000 . .. .............. ..... 8.75 21·54 7-42 • • • 
2S,OOO-tc:IO,ooo . . , .. , ... ,., . .. ...... 6.25 16.15. 6·96 • • • 
100,000-500,000 . ....... , ....... , , .. 7·50 10.00 28.07 • • • 
500,000-1,000,000 . ... , ...... " ..... 0.00 0.00 7.66 • • • 
1,000,000 or more .. ................ 0.00 0.00 46.64 • • • 

• Date taGt a~eble. t FiIures for this item were DOt reported by aU tile firms ill the troup. 
t Because of inadequate ba1i.Dcti sheet data iD the ase of one chaiD ill each &roup. the 6auia for Del pin .. a puceDtaae of !let worth were bued on the 

reports 01 oS amaIl, i medium Ii. em:I oS 1aIp Itrai&bt IfOCiI!9' cba.iDl rapeetiveiy. 
I See Ul?lanation of typo Of averqe UICId. pep 40. Since all th;; medians were let iradepeDdmtl.v. the &pres for the KVer&l items C&mlOt be apected to tie 

to the rapeeuve totals. 
• Total StOlei - 100%. 
• Location of atora by a. of c:itJ' ... noort:.t by oS of the S chaiDa with Ieles of flOID $1,000.000 to $:1,000.000. 
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Three of the four smaller chains conducted all their 
grocery business on a self service basis while a sub­
stantially smaller percentage of the larger chains 
(4 out of 7) followed this practice. 

The smaller chains represented in Table 12 had the 
lower rates of gross margin (17% as contrasted with 
23%), the lower rates of total expense, and the lower 
percentage expenditures for all important classifications 
of expense other than supplies and advertising. The 
median figures show that they had an advantage in 
supplies expense. Salaries and wages were lower by 
more than 3.4% of sales. The typical percentage of 
total expense to sales for the group of smaller combina­
tion chains was lower, in fact, than that for any other 
group of chains represented in this bulletin; and total 
expense before interest for these chains was about the 
same as total s/ore expense for the combination stores 
of similar size operated by the six regular chains covered 
in Table 10. 

The disadvantage in percentage margin of the four 
smaller combination chains was somewhat greater than 
their advantage in percentage expense, so that they 
typically had lower percentages of net profit than the 
larger chains; but their sales per store were sufficiently 
larger to give them much Iarge~ dollar profits per store. 

All these facts, coupled with the higher rates of stock­
turn (almost double), the lower interest expense, and 
the higher advl'rtising expense, of the four smaller 
chains of Tabie 12, suggest that they were more 
aggressively merchandised, may have done less ware­
housing, and may have stressed appeals to price some­
what more than the larger chains did., Apparently it 
is not to be inferred, however, that a sales volume of 
$100,000 per combination store in itself makes possible 
a total expense rate for store and central office functions 
combined of around 16%. But apparently these four 
chains achieved a considerable degree of operating 
efficiency by selecting cities of such size that aggressive 
promotion and low margins would bring sales of about 
$100,000 per store, by managing their businesses so as 
to secure a high rate of stock-turn, by selecting sites 
which could be secured at a low rental, and by operating 
their grocery divisions on the self service plan. 

With reference to the infillence of size, one may con­
clude from the evidence of Tables II and I2 that, among 
the straight grocery and combination chains, which were 
small relative to many regular chains, size of chain had 
some relation to percentages of operating expense and 
gross margin, large size tending to bring about relatively 
high rates of both expense and margin; that the effect 
of size on expense was pervasive and not restricted to a 
few items; and that size had no clear relation to rates of 
either profit or stock-turn. 

Regular Chains 
The figures for regular chains in Table 13, bothi , 

aggregates and medians, show that margin rates mani-' 
festly were higher for the Iarger'thains, as was true in 
the cases of straight grocery chains and combination 
chains. With respect to percentag~s of total expense, 
also, a tendency toward higher figures for the larger 
firms appeared, especially in the medians; but the 
differences were irregular and the average percentages 
for the largest chains, those with sales of $100,000,000 
or more (typically about 3,oqo stores), showed some 
tendency to be lower than the percentages for the group 
of second largest chains, those with sales of $20,000,00Q' 
to $50,000,000 (typically 600 stores). The average 
percentages for the four groups of chains with sales of 
$2,000,000 or more (on the basis of the averages, 100 to: 
3,000 stores) differed by less than 1.5% of sales. Finally; 
the average percentages of total expense for the smallest! 
chains covered in the table, those with sales of less than 
$2,000,000, were lower than the percentages' for any 
group of larger chains; and the difference.s between the 
average figures for these chains and those for the chains, ' 
with sales of $2,000,000 or more amounted to 1.3% of " 
sales or more. " 

Looking at the individual items of expense, it is seen ) 
that the largest chains on the average had the highest ' 
rates of pay roll expense. Their handicap in this respect, 
according to the medians, amounted to 0.6% of sales 
as compared with the group having the second highest 
percentage, but the aggregates showed a corresponding 
difference of only 0.09%, too small to be significant. 
The differences in tenancy costs were more pronounced 
than those in pay roll expense; but the chains with sales 
of $20,000,000 to $50,000,000 reported the highest 
percentages, on the average. The smallest chains had 
noteworthy advantages in percentage expenditures for 
supplies, taxes, and interest; and for them the ratio of 
net sales to net worth (not shown in the table) typically 
was higher than for any group of larger chains covered 
in Table 13. The figures for most of the other items of 
expense display little disposition to vary with sales per 
chain, but advertising expense was highest, and taxes 
high, for the largest chains. These facts should be 
interpreted, of course, in the light of the differences 
among ,the several groups of chains with respect to the 
percentages of combination stores, meat business, and 
self service units shown in the table. 

Earnings were at their highest rates, on the average, 
among the chains with sales of $100,000,000 or more, 
apparently because of the advantage which those chains 
typically enjoyed as regards gross margin and the slight 
advantage which some of them enjoyed in expense. 

A table similar· to Table 13, but covering a smaller 



Table 12. Operating Results of 11 § Combination Food Chains Classified According to 
Volume of Sales and Number of Stores: 1934 

(Net Sales = 100%) 

1 ..... 

Number of Chains ..•........................................ 

Aggregate Number of Stores . ................................ . 
Aggregate Net Sales (in thousands) ...................... . 
Average Sales per Store. . . . . . . . . . . . . . .. . ............ . 

Indez of Change (1934/1933): 
Number of Stores per Chain . ............................ . 
Net Sales per Chain .................................... . 
Average Sal .. per Store ... . 

Net Cost of Mercl!andise Sold ..... . 
Gaoss M.uGIN .... ............ . 

Salaries and Wages . ...................................... . 
Tenancy Costs (including depreciation of major improvements) .. 
Depreciation of Fixtures and Equipment . ..................... . 
Light, Heat, Water, Power, and Refrigeration.... .. .. .. 
Transportation Purchased. . . . . . . . . . . . . . . . . . . . .. . ... 
Supplies................. . . .... .... .. .. 
Advertising ..................................... . 
Insurance (except on real estate) . ................... . 
TILXes (eztept on real estate and federal In on income) .. 
MiscdJaneous. Expense: 

CommUDlC&tion. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . .. 

Pera!IItages CompUkd from. 
the Combined Dollar FIIUJ'e5 of the 

Chains ill Eu.b Group 

Volume and NllDlber of Stora 

Pen:enta«es Computed from. 
tM F' es of Each ChaiD 

T:i':. lndiWluaJl:y 

Volume and N~ of Stores 

Net Sales of Lesa Net Sales of Net Sales of ~ Net Sales of 
thanSI.ooo/.,OOO $I,ooo,oooormore thanSI,OOOl.OOO SI,ooo.oooormore 

Less than 10 :.tores 20-50 Stores Less than 10 :. 20-50 Stems 

4 7 .... .... 

18 222 ... . .... 
$2,000 $'3,897 . ... 

$111,095 $62,599 $101,302 166A85 

.... .... 100.00 100.00 

.. .. .... 125.79 114-08t .... . ... 126.21 113·09t 

82.69% 76·79% 83·32% 7646% 
17-31 23.21 16.68 23·54-

8.03% 12.05% 8.22% 11.61% 
1.83 2.66 1.85 2.06 
0·74 1.[0 0.81 o.gII 
0.68 0.88 0.63 0·14 
0.03t O·l2t o.oot 0.13t 
1.10 1.02 1.14 1.21 
.·14 1.13 1·73 1.03 
0.24 0·33 0.24 0.36 
0.22 0·37 0.21 0·29 

0.17 0.20 0.20 
TraveJJing. . . . . . . . . . . . . . . . . . . . . . . } 
Unclassified. .. . . . . . . . . . . . . . . . . . . . . . . . . . 

Total Miscellaneous Expense (subtotal) ... 

0.15 
1 

1·24 } } 1.51 0·99 I 1.03 

Total Expense belore Interest .................. . 
. Total Interest (including interest on net worth) . .. . .... 

TOTAL EXPENSE including Interest ..... 

NET PROFIT OR Loss. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . ....... . 
Net Other Income (including intezest on net worth) .... . 

NET GAIN: Percentage of Net Sales ....... ........... . 
Percentage of Net Worth ......................... . 

Rat. of Stock-turn (tim ... yoar) Based on Average of Inventories 
at the Beginning and End of the Year .................... . 

Self Service Grocery Units' ............ . 

Percentage of Sales in Meat Stores or Sides . ................. . 

Distribution of Stores' among Qties with Populations of: 
I.ess than 10,000. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. .. 
10,000-25,000 . ... 
25,000-100,000 . . 
100,000-500,000. ....... . 
500,000-1,000,000 . .. . 
1,000,000 or more . .................................... . 

(1.16) 

15.87% 
0·50 

16·37% 

0.94% 
0·55 

1-49% 
18.07 

15.65 

66.67% 

.... 

0.00% 
18.75 
18·75 
62.50 
0.00 
0.00 

(1-44) ( •. 20) (1·71) 

21.10% 16.67% 20.14% 
0·95 045 0.95 

22.05% 17.12% ".73% 

1.16% 0·38% 0.57% 
1·09 0.66 0.95 

2.25% "-47% '·74% 
12.88 7.13 1"-4' 

8·33 15·17 8.63 

"""4%t 100.00% 100000%t 

. ... • 23·81%t 

16.18% 0.00% 11.21% 
12·75 0.00 7.85 
31·37 0.00 18·93 
39·70 57. 14 30.00 
0.00 0.00 0.00 
0.00 0.00 0.00 



number of chains for 1933, corroborated the testimony 
of Table 13 on a number of points. It displayed the 
tendencies (a) for gross margin rates to be higher for 
the larger chains, increasing with the size of chain; 
(b) for the chains with sales of more than $100,000,000 
to have an advantage in total expense rates over chains 
with sales of $20,000,000 to $50,000,000; (c) for average 
expense rates to vary by less than 1.0% of sales among 
chains with sales of $2,000,000 or more; (d) for the 
smallest chains to have the lowest total expense per­
centages; (e) for the typical percentages of tenancy cost 
for the several groups of chains'to show larger differences 
than the typical percentageS of salaries and wages, and 
to be highest for chains with sales of $20,000,000 to 
$50,000,000; and (f) for earnings to be highest for the 
largest chains. 

Table 14 presents typical figures for another grouping 
of regular chains according to size, that based on 
number of stores operated. Here there were some 
differences among the several groups with reference to 
average sales per store, the larger chains tending to 
have the larger sales per store', but nevertheless a large 
number of stores manifestly was accompanied as a rule 
by large total volume, a tendency apparent in earlier 
tables. Differences among the several groups in per­
centage of combination stores were great enough to 
suggest important effects on operating results. The 
chains with 100 to 500 stores had only 31% combination 
stores, while both larger and smaller chains had well over 
40% combination stores. Finally, the middle-size 
chains apparently located their units in smaller cities 
than those covered b y the small and large chains. 

As for the operating results theInselves, margin rates 
varied directly with size of chain. The median per­
centages of total expense in Table 14 were largest for 
the largest chains and smallest for'the smallest chains, 
but the percentages computed on the aggregate basis 
did not show the same tendencies. Apparently the 
larger chains among the 8 with less than 100 stores each, 
tended to have relatively high expenses. The individual 
iteIns of expense, as reflected in both averages and 
medians, do not exhibit a tendency for costs to be 
higher for the larger chains except in the case of pay 
roll, and even there the lowest percentages were re­
ported by the middle-size chains. Perhaps the inlluence 
of size of city occupied was sufficiently great to counter­
act any influences of meat business and size, and to give 
these middle-size chains the lowest percentages of 
expense for pay roll, tenancy, light, heat, and power, 
and taxes (other than Federal income taxes and taxes 
on real estate). It may be noteworthy, also, that ad-

I See the 1lIIfC!I&~1 aDd also the difl'erence between the &gregate and the 
mcdilLD 6sura lor CWUni with 500 atoRl or more. 
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vertising expense as a percentage of sales was smallest 
for the smallest chains, though not always largest for 
the largest chains. All the chains with more than 500 
stores did not have high advertising expense, but 
clearly the larger ones did, for the aggregate-basis 
percentage was higher than the median percentage for 
this group. Finally, some significance may attach to 
the fact that average rates of stock.-tum were largest 
for the largest chains and varied directly with size. 

In the course of the Bureau's analysis, a table similar 
to Table 14 was prepared on th~ basis of 1933 results. 
This table pointed to conclusions essentially similar to 
those just reached in discussing Table 14, with the 
exception, perhaps important, that total expense as a 
percentage of sales was smaller for the largest chains 
than for the middle-size chains. This fact takes on 
some added significance when it is noted that the median 
percentage of meat division sales to total sales for the 
largest chains was higher by 6% of sales than the 
corresponding figures for either small or middle-size 
chains. It suggests that substantial size frequently may 
bring a certain advantage in total expense. 

Finally, comparisons were made of store expense, and 
expense for all other functions combined, for regular 
chains of different sizes. Some of these data are given 
in Table IS and others are not reproduced. 

Comparison of these detailed expense statistics for 
the several groups indicated: 

1. That store salaries and wages, and total store 
expense, tended clearly to be higher for the larger chains 
(this was true for both grocery sides and meat sides); 

2. That no other iteIns of either store or overhead 
expense showed a definite relationship to size of chain; 
but that 

3. The smallest chains (less than 100 stores) had the 
lowest advertising expense by a substantial margin; 

4. The largest chains had the highest percentage 
expenses for store tenancy and for taxes (excluding 
Federal income taxes and taxes on real estate) ; 

5. The largest chains had the lowest expenses for 
store supplies; and 

6. The medium-size chains (100-500 stores) had the 
lowest percentage expenses for overhead salaries and 
wages, and the highest percentage expenses for overhead 
miscellaneous, and for total overhead. 

According to this evidence, the higher percentage 
expenses of large chains for pay roll presumably were 
due to high store pay roll costs. This immediately 
suggests that large size may bring difficulties of super­
vision and control which have not yet been overcome. 
The relatively high tenancy costs of the largest chains 
perhaps resulted in part from the fact that the stores of 
those chains were concentrated in large cities. 



Table 13. Operating Results of 34 Regular Food Chains 
Classified According to Volume of Sales: 1934 

(Net Sales = '00%) 

Avenge Figun:sl Median Figuresl 

Percentages Computed from the Percentaga Computed. (rom 
Combined Dol1ar Figures of the ChaiD!I _the F~ of E8.ch Chain 

iD Each Volume Group 'E en IDdividuaUy 
I""" Net Sales Volume (000 omitted) Net Sales Volume (000 omitted) 

lao than I $2,000- I '7,000- I $20,000-1 $100,000 .... th~1 "'~-I '7,000- $20,000-
, $2,000 7,_ W,_ 50,000 or more $2,000 7,_ 20,000 50,000 

Numb., of Chains .. , , , .... , ...... 6 12 7 5 4 ." . ... . ... . . ... 
Aggregate Number of Stores ....... "4 1,299 2,297 3,'64 12,929 ." . ... . ... . ... . 
Aggregate Net Sales (in thousands) 16",01 $50,714 $86,763 $'43.385 $624,297 ... . . ... 
Average Sales per Store . .......... $29.443 $39,041 $37.773 $45.3,8 148,287 $3°,956 $42,129 $39,4·6 $41,614 
Index of Change ('934/'&,~!~ 

98.44 Number of Stores per ' ..... .... ... . ... . ... . " .. 99·57 97·77 97·96 
Net Sales per Chain . ........... .... ... . ... . ... . . ... IoS.aot IOJ.OSt ,oS.6·t 102.08 

Average Sales per Store . ........ .. ,. ... . ... . . ... .... II,.69t ,06 .• 6t Il3·ZIt 1°3·91 

Net Cost of Merchandise Sold ....• 78,'9% 77-4'% 76.47% 76.05% 75·73% 78,'4% 77-86% 76,'9% 75.83% 
GllOSS MAltGIN' . .................. 21.81 22·59 '3·53 '3·95 24.21 21·76 22.14 23·81 24.11 

~~ &nc!':&~l~diq'd"~: 12.19% 12.06% U·92% 12.62% 12.11% 12.0% 12'.19% II·55% 12.10% 

tion of major improvem.en~ ..... 3·04 3·66 2.78 3·99 3.01 ..85 3·01 2·54 3·84 
De~reciation of Fixtures and Equip. 0·73t 0.96 0.83 0.92 0·74 0.63t 0·84 0.82 0·92 
Lig t, Heat, Water, Power, and 

Refrigeration . ................. 0.96 1.14 0·95 0.96 1.07 1.03 I.U 0.80 ,.oS 
Transportation Purchased. . ........ 0"4t 0.68t 0.61 0 .• 6t 0·34t o.,st . ,·06t 0.32 0,'4t 
S':f,plles ......................... 0·99 1.13 1.29 '·04 1.18 0.88 I.U 1.11 1.03 
A vertising.. . . . . . . . . . . . . . . . . . . . . o.go '.06 0·94 1.03 1.11 '.00 0.92 0.88 0.98 
Insurance (except on real estate) ... 0·35 0.21 0.29 0.25 0.29 0·34 0.26 0.21 0.25 
Taxes (except on real estate and 

federal.tax. on income) . ......... 0.25 0.63 0·53 0-4' 0·58 0.18 0.66 0·36 0.38 
Commumtatlon . ................. 0.20 O.22t 0.21 0.16 0.,8t 0.19 o.ut 0.21 0.15 
Unclassified (including Travelling) .. 1.21 1.25 1·93 '.20 '·09 '·44 1.29 1·37 1.19 
Total Expense before Interest ...... 20.96% '3·06% 22.28% '2·84% 22·30% 20·34% 21.87% 22.58% 23·16% 
Total Interest (including interest on 

net worth): . ................... 0·17 ~ 0·90 I.05 I.02 0.85 0·99 0.88 0·97 
TOTAL ExPENSE including Intel.,t .. "·73% '3·96% 23·18% '3.89% 23.32% 21.39% 22.91% '3·57% '4'3'% 
NET PROFIT Olt Loss .. ............ o.oS% L.r·37% 0·35% 0.06% 0·95% L.O.IO% L···43% 0.45% 0.14% 
Net Profit or Lo" from Real Estate 

Operations ..................... L . •. r4t o.ut 0.15 0·35 0 .• 8t • 0"9t 0·09 0·34 
InteIest on Net Worth (m:ept real 

estate, leaseholds, and goodwill) .. 0·72 0.89 0.86 ,.oS 1.13 0·52 0.96 0.84 1.07 
Other Revenue, Net . ............. 0·33 o.ut 0.02t 0.06 0·43 0.17 O.04t • 0.02 
Total Net Other Income . .......... 0.91% 1.12% 1.03% '-49% '·84% 0.87% I.OS% '.04% 1.72% 
NET GAIN: Percentage of Net Sales. 0·99% L .•• 2$% '·38% '·55% '·79% 0.29% ,.06% '.42% I.I8% 

Percentage of Net Worth 7,'5t L.1·30 8"5 5.76 U·SI 2·7·t 5·05 8·74 6·4' 
Rate of Stock-tum (times a year) 

Based on Average of Inventories at 
the Beginning and End of the Year 7·21t 7·oSt 8.36 g.86t 8.21t 8.66t 7-I4t 8"3 9.80t 

Distribution of Stores by Typel: 
Grooery ....................... 77·57% 57.89% 70.22% 70.64% 5','3% 77-75% 5'·09% 7','9% 66.78% 
Combination . .................. 22·43 42.u l '9.78 29.36 47-77 22.25 47·9' 28.81 33·22 
Self Service Grooery Units ....... .·80%t '0"7%t 0.48% 6.86% 20.20% o.oo%t o.oo%t 0.00% 0.00% 

Percentage of Sales in Meat Sides or 
Stores ....................... .. • '7·73%t u·:n%t 14.:n% .... ... . ... . ... . . ... 

Distribution of Stores- among Cities 
with Po=tions of: 

3509'% '7-53% 44·99% ,8.86% '9.36% 19'U % '3.79% 37·56% 10.86% I.ess 10,eoo . ............ 
10,000-25,000 . .... . . . . . . . . . .. 6·3' 9.69 15·30 6-4' 8.63 3·09 6.12 13.22 1·99 
25,000-100,000 . ............. 0-49 18·54 20·52 5·S9 15.15 0.00 ,8·58 '3·53 4.36 
100,000-500,000 . ......... .... 57 .• 8 '5·84 19.19 1.67 26.60 66.80 0.00 16.23 0.23 
500,000-1,000,000 .......... .. 0.00 9·41 0.00 0.00 9.10 0.00 0.00 0.00 0.00 
1,000,000 or more . ........... 0.00 8·99 0.00 67·,6 II.t6 0.00 0.00 0.00 84-53 

$100,000 
., mo .. 

. ... 

. ... 

.... 
$45,707 

97·6. 
,06,99 
'09.69 

75-40% 
24.60 

12.83% 

3·03 
0.60 

1.05 
0·36t 
I.U 
,.os 
0.28 

0·45 
0"7t 
I.U 

22.26% 

'·04 
'3040% 

'·09% 

0·30t 

1.12 
0.20 
I·71% 
•. 88% 

10.92 

8.44t 

50.56% 
49·44 
4.03% 

,8'37%t 

• • • • 
• • 

• Data not aVI.J.lable. t F'ipra for thit item were 1I0t reported by III the firms 111 the group. 'lIIcludes 1.8S~ meat markets. t !~UIe of inadequate baJAnc:ci a.heet data in the case: of one chain, the figure for net ~ as a percentage of net worth lB based. on the reports of five chains. 
,,_ th<Jl:'l:! uplaJ;alion 01 t;ypa of aven.p used, pap 40. Since III the medians wue let lDdepcodeDtIy, the figures for the several items C&DIIot be expected to 
~ to e respective totals. 

I Total Stores _ 100% . 
• L.I .... 'Location of .tores by me of dty 'WaS reported by 1116 of the c:haiDa ill. the first troup. 7 of the firms ill. the secoDd jpOUP haviDg 712 .tores, S chains ill. the 
li.liii1.i JI'OUP u,viaa 1,4JS, Itorea. 4 chI.iDI in the fourth IfOUP haviq 1,460 stores. and :I chai.DI in the fifth lfOuP u,ving lD total more than 5.000 .tores. 



Table 14. oj,erating Results of 31§ Regular Food Chains Classified 
According to Number of Stores Operated: 1934 

It .... 

Number of Chains ......................... . 
Aggregate Number of Stores. . . . . . . .. . ... . 
Aggregate Net Sales (in thousands) ........ . 
Average Sales per Store ............ . 

Index of Change (1934/1933): 
Number of Stores per Chain. .. . ....... . 
Net Sales per Chain. . . . . . . . . . . .. . .... . 
Average Sales per Store ... . 

Net Cost of Merchandise Sold .. . 
GROSS MAllGIN •...• : ...................... . 

Salaries and Wages ........................ . 
Tenancy Costs (including depreciation of major 

improvements) . ....................... . 
Depreciation of Fixtures and Equipment . .... . 
Light, Heat, Water, Power, and Refrigeration . . 
Transportation Purchased .................. . 
Supplies... .. ... .... .. . . . . ... ' 
Advertising. . . . . . . . . . . . . . . . . . . . . .... . 
Insurance (except on real estate) ............ . 
Taxes (except on real estate and federal tax on 

income) ...................... ........ . 
Miscellaneous, Expense: 

Commumcatlon . .................... . 
Unclassified (including Travelling) ... . 

Total Miscellaneous Expense (subtotal) .. 
Total Expense before Interest .. ............. . 
Total Interest (including interest on net worth) 
TOTAL ExPENSE including Interest .......... . 

NET PROPIT Olt Loss .. ..................... . 

Net Profit or Loss from Rea! Estate Operations 
Interest on Net Worth (except real estate, l~ 

holds, and goodwill) ................... . 
Other Revenue, Net. . . . . . . . . . .. . 
Total Net Other Income. . . . . . . . . . . .. . ..... 

NET GAIN: Percentage of Net Sales .......... . 
Percentage of Net Worth ........ . 

Rate of Stock-tum (times a year) Based on 
A verageof Inventories at the Beginning and 
End of the year ....................... . 

Distribution of Stores by Type': 
Straight Grocery ............... . 
M .. t .......... . 
Combination .. ........... . 
Self Service Grocery Units ...... . 

Percentage of Sales in M .. t Sid .. or Stores ... 

Distribution of Stores' among Cities with Popu-
lations of: 

Less than 10,000 . ...... , .......... . 
10,000-2 5,000 . ... . 
25,000-100,000 . . . 

100,000-500,000 . . . 
500,000-1,000,000. . . . , 
1,000,000 or more . ................ . 

~ (Net Sales ,;, 100%) 

PerceDtages Computed from 
the Combined Dollar Figtlres of the. 

Chains in Each Number-of~Stores Group 

Number of Stores 

40"""100 I 100-500 I 500 or more 

8 
535 

$21,468 
$40,126 

78.00% 
22.00 

4.00 
1.03 
1.13 

0·38t 
1.18 
0·78 
0.30 

0.20 
1.31 

(1.5') 
'3,'9% 
0·94 

'4,'3% 
L.2.23% 

0.07%t 

0·91 
0.19 

1.17% 

L. r.06% 
L·S·2S 

6.81t 

57·57% 
0.00 

4'·43 

'5.05%t 

••. 80% 
4·66 

13·21 

4'·75 
0.00 

16.58 

'5 
3,532 

$X42 ,OII 
140,207 

76.64% 
'3.36 

"'96% 
2.92 
0.86 
0.96 
0·56t 
X.22 
1.01 

0.27 

0.21 
1..62 

(1.83) 

2'·09% 
o.go 

"·99% 
0·37% 

0"9%t 

0.8g 
o·06t 
1.14% 

1·5'% 
8.10 

8·3·t 

67.8,% 
1.05 

31 . 14 

3·94%t 

37.35% 
12.65 
'7·44 
16·73 
3.00 

12.8~ 

8 
15,786 

$746,578 
$47,'94 

75.76% 
24·24 

U.7I% 

3.21 

0·75 
,.06 
0·34t 
1.15 
1.10 
0.28 

0·56 

0.,8t 
1.11 

(1,'9) 
".45% 

1.03 

'3-48% 
0·76% 
0 •• 8% 

1.12 

0·37 
'.77% 

'·53% 
10.22 

8.46t 

55.64% 
0.00 

44.36 

17'9'% 

'7·54% 
8·31 

13.13 
21.05 

7.0 5 
22·92 

t Figure! for thl. item were Dot reported IJf all the firms in the It'Oup. 

Medianl Figures 

Percentages Computed from 
the Figures of Each Chain 

Taken Individually 

Number of Stores 

40""'100 I 100-500 I 500 or more 

97.98 
I02.37t 
llO·79t 

77·88% 
22.12 

".36% 
3·.8 
0.80 
,.06 
o.48t 
1.16 

0·73 
0.3 2 

0.21 

1.32 

('·5') 
.,.87% 
1.00 

22.52 % 
L.O.27% 

o.oo%t 

0.96 
0.22 

,.08% 
1.07% 
5.0 5 

6'-48% 
0.00 

37-5' 
o.oo%t 

'3·65%t 

'7.71% 
4·58 
1.19 

33.10 
0.00 
0.00 

98.43 
'04·54t 
lII.07t 

76.6,% 
'3·39 

'I.7o% 

•. 67 
0.83 
0·94 
o·S·t 
1.10 
1.0"/ 
0.25 

0·30t 

0.20 

'·35 
(1.46) 
22.01% 

0·97 

••. 88% 

0.45% 

o.20%t 

0.92 

O.04t 
,.05% 

,.63% 
8·74 

67.50% 
0.00 

29.25 

o.oo%t 

'4.48%t 

3PO% 
10.03 
20.32 

'·78 
0.00 
0.00 

97·58 
103.77 
107.53 

75.63% 
'4·37 
... 83% 

3·'5 
0.64 
1.07 

0·33t 
1.01 
1.05 
0.28 

0·43 

0.17t 
1.16 

(1·37) 
22.72% 

'.00 
'3·8,% 
0.r9% 

0.30% 

1.12 

0·09 
r.63% 

'·94% 
8·48 

9·ut 

63·95% 
0.00 

36.05 

0.21% 

,8·37%t 

.8.76% 
8.01 

13·95 
6.61 
0.00 

12·74 

, The three rera1ar chains omitted from this cla5Iification had fewer than 40 stores each. 
See ~lanatlon of types of averago ued. pap 40. Since aU the mediana wen: set independently. the figures for the aeveral items aLDDot be apetted to tie 

to the rapectlve totab. 
t Total Stores _ 100% . 

• Location of ,tOreli by.tr.e of clty WIll reported by 6 of the chains in the first group havins 386 stores. 10 of the cbaiDs iD. the SCCODd croup haviDg 2.2l0 stares. 
and S 01 the chaiu In the third sroup bavina: 9.572 atara. 



Table 15. Store Operating Results (Medians') for Grocery Stores and Sides 
Compared with Meat Sides for Regular Food Chains: 1934 

(Net Sales 0;0;:0 100%) oJ 

AUCIWDI Chains with Less Chains with Chains with 500 - than 100 Stotee 100-500 Stores Store! or More 

I ..... • 
G"""" G"",,,, G"""" G"""" M .. , S ..... Mu, S .. ", Moa' Stores Moa' Storcs 
~d S .... ~d S .... .. d Sides ..d Sides ..... ..... ..... s; ... 

Number of Chains ......................... 'I 21 5 5 IO IO 6 6 

Aggregate Number of Units ................. 13,249 4,943 .gB I06 2,420 859 10,531 3,978 

Aggregate Net Sales (in thou .... ds) .......... $55',569 $120,757 In,195 $1,502 $88,105 '16,285 $453,·69 1102,970 
Average Sales per Umt (median) ............ $,32,983 $21,813 $37,566 $14,174 $36.407 $18,958 143,041 "5,885 

Gaoss MnGIN ............................ ::12·31% .6.85% .0·79%t ·7·86%t ",58% .6·99% "·69%t .6·93%t 

Store Expeose: 
7-96% "·96% 7-46% "·51% 7.96% 12·74% 8.17% 13"5% t=~ c~!~ci~~ . ·ciq;~~ti~~· ~f 

major improvements~ .............. '.53t 3.29; 2.28 3.16 
2.3°l 3'ool 2.81 3.42 

De~reciation of Fixtures and Equilment .. 0·44 1·57 0·44 1·19 0·49 1·54 0·39 1·57 
Lig t, Heat, Water, Power, an Refrig--

1.65 1.84 eration ........................... 0·76 1·73 0.86 1·19 0.6g 0·73 
Suppli ................................ 0.68 1.22 0·73 1.23 0·70 1·31 0·57 0·97 
Insurance ............................ 0.1:6 0"3t 0·1:7 o.21:t 0.14t 0.22t 0.1:6 0.23 
Miscellaneous Expense: 

o.ut a.2lt 0.13t 0.16t 0"5t o.ut o.ut Communicauon ................... 0.1:0 
Unclassi1ied ....................... 0·50 0·79 0·75 0·71: 0·45 0.84t 0·56 0·90 

Total Miscellaneou. Expense (subtotal) .. (0.61) (1·09) (0.98) (0.82) (0·56) (I.I6) (0.6.) (0.95) 

Total Store Expense' ...................... 13.29% 22·53% 12·74% 21:.50% 13,'9% 22·32% 13.81% '3·5'% 

Store Profit' .............................. 7.88% 4·13% S·95%t 3·89%t 9.05% 4.18% 8.88%t 3-93%t 

t FilJUlel for thit Item. were not reported by all the &rms in the JIOl.lp. 
See explanation of typeI of average used, pap 40. Since all the Diediana were let indepmuicmtly, the figures for the aevcral itCDl! cannot be ezpected to tie 

to the I'eIptCtive totals. 
I The store profit item represents profit before the allocation to ltores of indirect es:peue. Thus, in arriving at this profit fia:ure, no accounting has been 

made for advertiaina:. tranlportation to storti, taxtI. or aDY other administrative. sencral. or warehollSt: t&pt1lSe. 

Conclusions Regarding the Effects of Size 
With reference to the characteristics of small and 

large chains, it should be noted, first of all, that food 
chains of similar type differ more sharply as regards 
number of stores than they do as regaIds ssles per store; 
and that, therefore, classification by number of stores 
tends to yield much the ssme groupings as classification 
by ssles volume, and vice versa. It should be noted, 
also, that by and large, for regular chains in 1934 and 
in 1933, the larger chains had somewhat larger average 
ssles per store than ~e smaller chains; and that there 
was some tendency for the larger chains to have higber 
percentages of mCj&t division ssles to total ssles than 
smaller chains. For the differences in size set up for 
this study, these differences in the percentage of meat 
division ssles tended to be not greater than 8% of total 
sales; but yet they were sufficiently large to reflect, for 
the large chains, percentages of meat division ssles to 
total sales one-thiId or one-half larger than the corre­
sponding percentages for smaller chains. 

In other respects, large and small chains in general 
showed no important differences, althougb the larger 
straight grocery chains tended to be located in sizeable 
cities and the larger combination chains in cities of 
moderate size. . 

Thus, any differences in operating results found to 
run through all or most of the comparisons which have 
been described must have been due chiefly to differences 
(a) in size, (b) in average ssles per store, and (c) in 
percentage of meat division business. 

Every comparison showed that gross margin rates 
were higher for the larger chains and varied diIectly 
with size of chain. Clearly, therefore, a generalization 
to this effect may be made with safety. As to total 
expense, no conclusion can be drawn; but, as a rule, the 
advantage of the iargechainsingross margin was greater 
than any disadvantage in expense, so that large size 
tended to be accompanied by relatively large profits in 
percentage of ssles. 

With respect to the individual items of expense, there 
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was a tendency for store salaries and wages to be higher 
for the larger chains; and there was some evidence that 
total salaries and wages also tended to be higher in 
percentage of sales for the larger chains. Tenancy costs, 
and expense for light, heat, water, power, and refrigera­
tion, displayed a disposition to vary with the size of 
chain· but it is thought that tenancy cost percentages, , . 
at least, may follow size of city more closely than SIZe 

of chain. 
Rates of stock-tum frequently were h,igher for the 

larger chains; but, in spite of this fact, interest on net 
worth usually was h,igher for those chains. In other 
words, the larger chains tended to have heavier aggre­
gate investments per dollar of sales than the smaller 
chains. 

The reasons for these differences and tendencies 
cannot be deduced from the data available, but some 
inferences which appear to be reasonable may be 
mentioned. The higher margin rates of the larger firms 
quite possibly result from a combination of several 
factors: higher percentages of meat division sales, more 
manufacturing and private-brand activity, more and/or 
more successful speculative buying, higher rates <if 
stock-tum (in some instances) which should tend 
toward low shrinkages, buying advantages, and the 
importance of high margin luxury and semi-luxury 
merchandise. Concrete evidence supporting this last 
point is not available, but it is thought among chain 
executives that the percentage of sales in the fancier 
lines, which carry high percentage margins, tends. to 
increase with the size of store. Also, the large chams 
perform more functions than the small chains and hence 
have somewhat higher expenses, which justify higher 
margins. As regards buying advantages, it may be 
pointed out that the large chains are able to buy for less 
than the smaller chains partly as a result of superior 
bargaining power, and partly because they perform 
certain of the manufacturers' distribution functions. 

The higher expenses found in some sizeable chains 
may be traced in some degree to the influence of meat 
division operations, which involve higher percentage 
costs than grocery operations, and to the tendency 
frequently encountered for the larger chains to place 
relatively heavy emphasis on serving the larger cities. 
These forces, however, may not account for all the 
expense disadvantages of the larger chains. Partial 
responsibility may attach to tendencies (a) for small, 
multi-unit organizations to perform fewer than the full 
complement of chain functions and to do less manu­
facturing; (b) for chains, as they grow, to add functions 
somewhat faster than they can digest them; (c) for 
difficulties of control, especially control of personnel, 
to be greater in large-scale chain store operation and for 

small chains to require less elaborate organizations; 
and (d) for large chains to add services and low-tum 

. luxury merchandise more extensively than small chains. 

Size of City 

Although not all the reporting chains gave informa­
tion on the distribution of their stores by size of city, 
among the straight grocery chains and the regular chains 
enough firms gave this information to permit use of 
it as a basis for the c1assifications given in Tables 16 
and 17. 

As will be noted from these tables, the small city and 
larger city chains differed not only with respect to the 
size of city in which their stores were located, but also 
as regards number of stores, aggregate sales, and sales 
per store. Thus, any differences in results disclosed by 
these tables may be due to differences in size of chain 
and of store as well as to differences in size of community 
served. 

Table 16 shows that the straight grocery chains with 
stores concentrated in cities of 100,000 or more were in 
excess of three times as large as those serving smaller 
cities chiefly, and had larger sales per store. They had 
substantially higher rates of gross margin' and of total 
expense than the chains which operated chiefly in the 
small cities, the latter in spite of the fact that any 
influence of self service operations should have favored 
the larger city chains. The regular chains operating 
in the larger cities, also, clearly tended to have higher 
rates of total expense. On the average, however, (see 
the median figures) they did not have higher margin 
percentages, although the larger chains among them 
did enjoy an advantage in this respect. 

This tendency for the rate of total expense to be 
higher for the chains operating in cities of 100,000 or 
more was matched by tendencies for many of the 
individual items of expense to be higher. The pay roll 
costs shown in Table 16, for example, were approxi­
mately 13.4% of sales for the chains in larger cities as 
compared with 10.2% for the chains in smaller cities. 
Table 17 displayed smaller differences in the same 
direction. For tenancy costs the differences were much 
greater in proportion to the size of the item. Percentage 
tenancy costs for the straight grocery chains operating 
in larger cities were more than twice as large as corre­
sponding costs for the chains operating in smaller cities; 
and all five large city chains had higher tenancy per­
centages than any of the small city chains. Among the 
regular chains those with stores concentrated in the 
larger cities operated at a disadvantage of over 40% 
in tenancy costs. In addition, depreciation charges, 

• All five large city chains had hiaher perceDtage margiDa thaD 6ve of the lis 
IDl8ll city c.baiDs. 



Table 16. Operating Results of 11 § Straight Grocery Chains Classified According to 
the Population of the Cities in Wbich Their Stores Were Located: 1934 

• (Net Sales = 100%) 

Aw:rqe Figural MediaD Figures. -
Percentagea Com~ted from the Percentages Computed from 
Combined Dol1ar~ of the the ~ of Each Cbai.D. 

ChaiDI .in Each P lie Group IndivUluaJly 

It .... 
P~~:~O:f~~tora Pera:n~tribUtiOD of Stores 

per • by Size of, City 

60% or More of 
Stores in Cities 

60% or More of 
Stores in Cities 

60% or More of 
Stores in Cities 

60% or More of 
Stores in CitifS 

of Less than of 100,000 of Less than of 100,000 
25.000 or More '5.000 ",More 

NumbeI of Chains ..........................................• 6 5 ... . .,' . 
Aggregate Number of Stores. : ................................ 186 495 ... . .... 
Aggregate Net Sal .. (in thousands) ............................ '5,70 5 '17,473 .... 
Average Sales per Store . ........................ I ••.•.•.•. ", •• $30,673 $35,299 $34,702 '3S,O~ 

Index of Change (1934/1933): 
Number of Stores per Chain .•...........................• .. .. .... loo,oot 96"3 
Net Sal .. per Chain ....................................• ... , .... 108.25 104·38 
Average Sales pel Store .................................. .... . .. , I10-47t 109.01 

Net Cost of Merchandise Sold ...............................• 80.22% 77·5'% 80.80% 77-8.% 
GROSS MARGIN . ...................................... , .....• 19·78 "-48 19·20 n.18 

Salari .. and Wages ..................... ; ...................• 10.20% 13·39% 10.12% 13.3'% 
Tenancy Costs (including d1reciation of major improvements) . .. 2.13 4·54 2.23 4-54 
D~rect&tiOD of Fixtures an Equipment ....................... 0·47 0·57 0·46 0.63 
Lig t) Heat, Wa.ter, Power, and Refrigeration . .................. 0·52 0.96 0·53 0·84 
Transportation Purchased . ................................... 0.49t 0.13t 0.37t • 
Supplies .................................................... 0.83 1.14 0.87 1.13 
Adver~ ........................ , .......... ,., ........... I.U 0.62 I.JI 0.68 
Insurance except on real estate) . ............................. 0.19 0.32 0.23 0·46 
Taxes (except on real estate and federal tax OD income) .......... 0·43 0.20 0·40 0.23 
Miscellaneous Expense: • 0.28 • Communication . ....... , ................................ 0.19 

~r:..~::::: ::::::::::::::::::::::::::::::::::::: ::: • a.lot • a.ut • 0·95 • 1.14 
Total Miscellaneous Expense (subtotal) .•.....................• 1.22 (1·33) 1.06 (1-43) 

Total Expense before Interest ................................• 17·69% 23. 20% 17.15% '3-48% 
Total Interest (including interest on net worth) . ................ 0·95 0.8,3 o.gl 0.85 

TOTAL ExPENSE including Interest ..•........................• 18.64% '4.03% 18.07% 24.31% 

NET PROPIT OR Loss . ....................................... _ 1.14% L.l·S5% 1.09% L.,.8,% 
Net Other Income (including interest OD Det worth) •••.........• 0.62 1.27 0·84 0·90 

NET GAIN: Pen:entage of Net Sal .............................. 
Percentage of Net Worth .•..•...•.............•...• 

1.76% • L.o.>8% • 1.01% • 0·90% • 
Rate of Stock-tum (times a year) Based OD Average of Inventories 

at the Beginning and End of th. year ..................... ,.20 7-76. 8.64 7-46 

Self Service Grocery Units' •.................................. o.oo%t ol.6·%t o.oo%t o.oo%t 
... 

• nata DOt a",lIable. t FiJrures for this item were bot reported by aU the &mu ib the group. 

lODe chain did nq.l report the location 01 itlstora. and one chaiD. opcratiDg in both Jarae and small cidfll, ('Quid Dot be dasAlfied Ira either.be of city group~ 
See explanatioD (if t,ypCI of avcrece UICd, pap 40. Siacc aU the mtdiua were set indepeDdeD.dy. the ficura fOl' the aevaal itcma aumot be upected tOo 

de to the respective totaJ •. 
-Total Storel - 100%. 

and the cost of light, heat, and related items, were 
higher for the larger city chains. Provisions in the 
N.R.A. codes may have played a part in producing the 
difterences in pay roll costs; perhaps the larger city 

chains encountered higher site rentals because of the 
size of the cities which they served, and also found 
it necessary, for competitive reasons, to have more 
elaborate fixtures and equipment. Similarly, the chains. 
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operating in the cities of 100,000 or more tended to have 
higher percentage expenditures for insurance; but their 
advertising expense was smaller in percentage of sales, 
quite possibly because they had larger numbers of stores 
and larger sales volumes over which to spread advertis­
ing expenditures. 

Apparently the size of the community served had a 
definite influence on food chain operating results, at 
least as between cities of less than 25,000 and cities of 
100,000 or more. Percentage expenses, as a rule, were 
higher in the cities of 100,000 or more, especially for 
pay roll, and for tenancy and other plant'items. The 
data available did not indicate conclusively whether 
chains operating chiefly in large cities, say tho~ ';f 
500,000 or more, had higher percentage costs than those 
concentrating their stores in cities of from 100,000 to 
500,000; but there was slight evidence that this may 
have been true as regards tenancy costs and total 
expense, especially among straight grocery chains. Any 
such disadvantage, however, was small. 

The food chains serving the larger cities were able to 
offset these higher costs to some degree by higher rates 
of gross margin; but for the groups studied, the larger 
city chains had much less satisfactory rates of net profit 
than the smaIIer city chains. Four of the six smail city 
straight grocery chains showed net profits in 1934, 
while only two of the five large city chains did; and all 
small city regular chains earned profits, while only two 
of the seven large city chains did. 

These indications that costs are somewhat higher in 
large cities than in small cities suggest the existence of 
factors, tending toward relatively high' costs in large 
cities, important enough to offse.t such factors as the 
following: (a) waste in advertising cove.rage, (b) high 
supervision cost per call and per store for both super­
visors' salaries and transportation, and (c) high cost for 
merchandise transportation; all of which might tend to 
produce relatively high percentage costs in smaII cities 
and towns. 

Average Sales per Store 

It was found possible tocIassifjthereportsforstraight 
grocery chains, combination chains, and regular chains 
according to the size of the average store; and typical 
figures were established for seven sub-groups of chains 
estahlished on this basis. Intensive study of the 
aggregate and median figures for these several groups 
yielded only a few conclusions as to the influence of 
lIize of average store upon food chain operating results. 
In fact, careful analysis indicated that the available 
information could not be classified in a manner which 
would disclose the influence of sales" per store in an 
adequate fashion. Although average sales per store 
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could be computed for each chain which reported both 
aggregate sales and number of stores operated; and 
althotigh the straight grocery chains, regular chains, 
and combination chains were grouped on this basis; it 
was not possible to eliminate other differences between 
the several groups of chains; and these other differences 
(in size of chain, in proportion of self service stores to 
total stores, in size of city covered; etc.) apparently were 
so great as to obscure the influence of differences in 
average sales per store. For this reason, the several 
tables are not reproduced in this bulletin, and only a 
few observations are made as to the probable influence 
of this factor, notwithstanding its seeming importance. 
The dif!icnlties encountered suggest that to isolate and 
measure the influence of sales per store may require the 
gathering of operating results for the individual units 
of single chains, in order that differences in managerial 
policies and effectiveness may be eliminated, and then 
the classification of these stores by size of city, type of 
neighborhood, experience of manager, prices and lines 
of goods carried, and other significant characteristics, 
so that the groups of stores for which actual comparisons 
are made may differ only in sales per store. Such 
studies as this can be made readily by individual chains 
for their own benefit, but it is to be hoped that some 
way will be found shortly to make the results of such 
research publicly available. Of course, a study of this 
nature would be most likely to yield conclusive findings 
if it could cover the stores of a number of different 
chains. 

Study of the reports received for the present study 
suggested several generaIizations as to the character­
istics of chains having large, and small, sales per store. 
It was noted, first, that among straight grocery chains 
the firms operating large stores tended to have relatively 
few stores, and that the chains with small stores were 
larger as regards both number of stores and total sales 
than the chains with large stores. Among the regular 
chains this situation was reversed. The regular chains 
with large stores, as a rule, had more stores and larger 
total sales than the chains with small stores. Among 
the combination chains, however, the large store chains 
had fewer units, but larger aggregate sales, than the 
smaII store chains. 

Second, among the regular chains the firms with large 
average sales per store tended to operate a relatively 
large percentage of combination stores; and the typical 
percentage of meat division sales to total sales, although 
Iarger for the large store chains than for the smaII store 
chains, did not vary in proportion to the percentage of 
combination stores to total stores. Possibly the chains 
with Iarge sales per store had been expanding their 
operations rapidly by adding combination stores, but 



Table 17. Operating Results of 13 § Regular Food Chain. Classified According to 
the Population of the Cities in Which Their Stores Were Located: 1934 

(Net Sal .. = 100%) 0 

Avaage Figuresl MediaD Figuresl 

Pen:en~ Computed from the , PercentagH- Computed from. 
Comhin DollaT Fi of the the F~ of Each Chain 

Chains in Each Po~ Group "f; Individually 

It .... o· 

PerceD~istributiDD of Stores Pen:eD~iltn1rutiOD of Stoia 
per . by Size of CiIY per • by Size of City 

6s% or More of 65% Of More of 6S% or More of 6s% or More of 
Stores in Citiea Stores in Cities Stores in Cities Stores in Cities 

of Lao thaD of 100,000 of Lao thaD fo 100,000 
25,000 .. M"", ·S .... or More 

Number of Chains ........................................... 6 7 ... . .... 
Aggregate Number of Stores .................................. 1,252 2)256 ... . .... 
Aggregate Net Sales (in thousands) ............................ $5°,572 $105,657 ... . . ... 
Average Sales per Store .....................................• $400393 $46,834 $42,236 $39,779 

Index of Change (1934/1933): 
98.63 96.86 Number of Stores ......................................• ... . .. -. 

Net Sales per Chain .............. , .......... ............ . ... . ... IoS.2Sl 102.08 
Average Sales per Store .................................. ... . .... 109·94 uo·79 

Net Cost of Merchandise Sold ................................ 76.87% 76.07% 77·06% 7702'% 
GllOSS MAllGIN ....•••••••••••••••••••••••••.••• , ..•••.•• ' •.• 23.13 23·93 22·94 22·78 

Salaries and Wages .......................................... 1I.26% 12-48% U.4S% 12.26% 
Tenancy Costs (including depreciation of major improvements) ... .·84 4.03 2.63 3·71 
De~reciation of Fixtures and Equipment ....................... 0·70 1.07 0·79 0.92 
Lig t, Heat, Water, Power, and Refrigeration ........... , ....... 0·99 1·04 1.00 1.08 
Transportation Purchased. ....... , .................. , , , .. , .. , . 1.19t 0.20t 0·95t 0·33t 

~':f!~tis~g: : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : ~ 1.00 I.U 1.03 0·99 
1.13 1.03 1.13 0·95 

Insurance (except on real estate) , ...... , ............ , . , ....... 0.19 0.24 0.22 0.25 
Taxes (except on real estate and federal tax on income) .......... 0.58 0·41 0·33 0.30 
Miscel1a.neous Expense: 

0.16 Communication ......................... , ............... 0.21 0.19 0.17 
Travelling .... ' ......................................... } I.U } 1.18 } 1.28 } 1·34 Unclassi1ied ............ 0 •••••• 0 0 ••• 0 .................... 

Total Miscellaneous Expense (subtotal) ........................ (1"'3) (1·34) (1.41) (1'3°) 

Total Expense before Interest ................ , ................ 21·31% 22·95% 20·51% 22·77% 
Total Interest (including interest on net worth) ................• 0·84 I.U 0·93 0·97 

TOTAL EXPENSE including Interest ............................ 22.15% 24.06% 21-44% 23·04% 

NET horn Oil Loss ................................ , ........ 0·98% L.O.13% 0.78% L.0.26% 

Net Profit or Loss from Real Estate Operations ................. 0.03%t 0.45%t 0.05%t 0,'7%t 
Interest on Net Worth (except real estate, leaseholds, and goodwill) 0·84 1.15 0.92 1·04 
Other Revenue, Net ......................................... 0·04 o.U 0.07 0.20 

Total Net Other Income ..................................... 0·91% 1·71% 1.17% 1.67% 

NET GAIN: Percentage of Net Sales ................ , . , .. " ..... 1.89% 1.58% 1.85% 0.70% 
Percentage of Net WOlth .......................... 12·59 5.05 u·95 2·72 

Rate of Stock-tum (tim .. a year) Based on Average of Inventories 
at the Besinuing and End of the Year ..................... 7",lt 9·72 6·93t 9.29 

Distribution of Stores by Type1: 
66.31% Grocery ...... , ...................•..................... 70.69% 74.06% 66·78% 

Combination ......................... , ... ' .............. 29·31 33·69 25·94 33·22 

Sell Service Grocery Units ................................ 8·46% 10·59%t 0.00% o.oo%t 

Per<entage of Sal .. in Meat Sides or Stores ....................• .... . ... 10·54%t 14·21%t 

t Figures lor thia Item 'ftI'e DOt reported by aU the 6rms m the pup. 
,Ten chainl did DOt report the location of their atara, and 11 chaiDa, operating in both laq.e and small dties, couJd DOt be classi6ed irr. either siR of city groul? 

See ~an.tion of typeI of &YeraF UKd. pa.cc -+D. SiDce all the mediana were set lDdcpcDdeo.tb'. the 6cura for the ICYaaI items C&DIIOt be a:pected to ~ 
to the respectIVe totals. 

• ToW Stores _ roo,.. 
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had not yet brought these combination stores to 
maturity. 

Third, there was some tendency for the. proportion of 
self service stores to total stores to be larger fop the 
chains with large sales per store than for the chains with 
small sales per store. Apparently the self service method 
is better adapted to stores of moderate or large size than 
to small stores, as might be inferred from the fact that a 
certain minimum staff is required for a small store 
whether service is given or not; while it may be possible 
to get along with a relatively small staff in a large store 
if customers can be induced to do some of the work of 
serving themselves. The figures did not make it clear, 
however, that the large store chains secured any great 
advantage in total expense from this self service feature, 
although there was some evidence suggesting that they 
had secured appreciable economies in pay roll. Finally, 
there was some indication that among regular chains 
large sales per store, self service, and a high percentage 
of combination stores tended to be associated. 

Fourth, there was a clear tendency for the units of 
regular chains with large sales per store to be located in 
larger cities than the units of regular chains with sma11 
sales per store. 

As to the relation between salllll per store and operat­
ing results, four observations miy be made. 

Fust, gross margin percentages did not vary con­
sistently with sales per store. Perhaps total sales per 
chain, plus such related factors as the proportion of 
sale:s in meats, are of more importance than average 
sales per store in determining the rate of gross margin. 

Second, the relation of large sales per store to per­
centage expenses was not at all clear from the tables. 
There was, however, some tendency for pay roll expense 
to be lower for the large store chains (this, of course, 
may have been due in some measure to the influence of 
self service); and for their advertising expenses to be 
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higher. The higher outlays for advertising suggest 
that the large sale.s per store were secured in part, at 
least, by more expensive, and perhaps more vigorous, 
promotion. 

Third, among regular chains and combination chains 
the rates of stock-turn typically were higher for the 
firms with large sales per store. 

Fourth, the comparison of typical results (medians) 
for combination chains with large and small average 
sales per store exhibited the most pronounced differ­
ences, and showed, for the large s~ore chains: 

a. an advantage of about 2.0% of sa1es in salaries 
and wages; 

b. an advantage of about 0.6% of sales in tenancy 
costs and another similar advantage in depreciation; 

c. some disadvantage in advertising; 

d. an advantage of about 2% of sales in total expense 
after interest; and 

e. an advantage of about two turns per year in the 
rate .of stock-turn. 

Since these differences were accompanied by a disad­
vantage in gross margin for the 1arge store chains of 
around 2% of sales, the rates .of net profit for the two 
groups typically were approximately the same. The 
large store chains in this comparison were somewhat 
sma11er than the sma11 store chains, and they had sub­
stantially more self service stores, but the stores of the 
two groups were located in cities of about the same size. 
The average sales per store were $48,000 for the sma.11 
store chains and $105,000 for the large store chains. 
In view of the large difference in sales per store for the 
two groups, and the relatively sma11 differences in size 
of chain and size of city covered, it appears that the 
differences in operating results reflect pretty largely the 
combined influences of sales per store and self service, 
which factor predominantly cannot be said. 



RECENT TRENDS AMONG FOOD CHAINS 

The data to which the Bureau of Business Research 
had access for this study were insufficient to disclose 
year-to-year trends individually for all four basic groups 
of food chains; that Is, regular chains, straight grocery 
chains, combination chains, and meat chains; hut there 
were such data covering regular chains and all food 
chains combined. These included: 

a. Information on sales and number of stores for 
u identical chains for the years, 1928 to 1934, inclusive; 

b. Complete profit and loss statements for eight 
identical regular chains for the year, 1929, and for the 
years, 1931 to 1934, inclusive; and 

c. Median percentages reflecting typical operating 
results for food chains for 1929, and for 1931 to 1934, 
inclusive. 

Trend. in Sales and Number of Stores: 1928 to 1934 

Chart 2 presents graphically relatives showing the 
ftuctuations in aggregate dollar sales, and aggregate 
number of stores operated, for I2 important chains' for 
the seven years, 1928 to 1934, inclusive. Chart 3 
\>resents sinillar relatives reflecting the ftuctuations in 
the numbers of total stores, straight grocery stores, and 
combination stores for II of the I2 chains. 

The total dollar sales for the I2 chains in 19'9 were 
more than $1,700,000,000, and the total number of 

I Some of tile fiR'\lftl for theee chains were taken from published materiall' 
lOme were t.ken from the Bureau'. own lila' and lOme were secured in C'ODD.d~ 
apeclally for thiI chart. It IecDlI inad.v~ble. therefore. to name the chai.aa _tool. 
Chart 2. Sales, Number of Stores, and Sales per 

Store for 12 Food Chaina: 1928-1934 
(Aggregates: 1929 - 100) 
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stores operated on the average in that year exceeded 
28,Boo. Clearly, therefore, the chart represents a very 
substantial portion of the chain food trade in the United 
States. 

In preparing the data for Chart 2, the Bureau simply 
found the aggregate sales and aggregate number of 
stores for the I2 chains in each year, and took the 
respective aggregates for 1929 as 100. It was noted 
that one chain increased its number of sto~es very sub­
stantiallyin 1929ascontrasted with 1928. Tbisincrease 
was so large as to have a very pronounced inftuence on 
the relatives; and, since the Increase appeared to have 
resulted largely from mergers and to have been quite 
non-typical, the Bureau excluded that chain's data from 
the figures for both 1928 and 1929 in arriving at the 
relationship between the figures for those two years as 
shown in the chart. Thus, the chart shows the 1928 
to 1929 uends for II chains, and the 1929 to 1934 uends 
for I2 chains. 

After 1929 there was some expansion by merger 
among the I2 chains; but the effects of this type of 
expansion on the aggregate figures were seen to be 
negligible when the 12-chain aggregates were compared 
with similar figures for 8 chains which were not known 
to have expanded at all through mergers. The reason 
for the failure of the merger inftuence among the four 
chains to aftect the aggregates seemed to be that among 

Chart 3. Number of Stores, Straight Grocery 
Stores, and Combination Stores for 11 Food 
Chains: 1929-1934 (Aggregates: 1929 = 100) 
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Table 18. Operating Results of 8 Identical Regular Food Chains: 1929, 1931-1934 

Aggrrpte Fipresl Median Figuresl 

I ..... Amounts Averagel Percentages ComiJuted from the Percen~ Computed from the F~ of 
(Dollar figures given in thousands) Combined Dollar . igUrc:a Chain Taken lndividua 

.. '" I 1031 I 1032 I 1033 I 1034 1020 I 1031 I 1932 I 1033 I 1934 1029 I 1931 I 1932 I 
Aggregate Number of Stores .... 5,548 6,32 1 6,256 6,146 6,011 ... . .... ... . . ... . ... ... . ... . ... . 
Aggregate Net Sales ........... I Z52 ,306 ,276,01)3 $252,458 '249.46] '259,583 100,00% 100.00% 100,00% 100.00% 100.00% 100.00% 100.00% 100.00% 

Average Net Sales per Cbain ... 31 ,538 34.512 31 ,557 3 1 ,183 32 ,448 ... . ... . .... ... . . ... ... . ... . 
Average Sales per Store . ....... $45 144 140 $41 $43 .... ... . ... . ... . . ... 145 $43 

Index of Change (current yearl 
preceding year): • • Number of Stores per Chain . ... . ... 98.88 98.24 97.80 • • .0' . ... . ... . • Net Sales per Chain . ...... ... . ... . .... . ... • 96.03 9

'
.44 98.81 104.06 96.66 ... . 

Average Sales per Store . ... . ... • • 90.91 102·50 104·88 • • ... . .... ... '. . ... 

Net Cost of Merchandise Sold ... $198,480 '211,202 $189,81 7 $187.759 '197,091 78.67')\ 76.50% 75·19% 75-27% 76.02% 78·48% 76.97% 
GROSS MAB.GlN . ............... 53,826 64,B9, 62,641 61,702 62,492 21·33 23.50 24·81 24·73 23.98 21·52 23·03 

Salaries and Wages . ........... $25,582 '30,149 $28,272 $28,262 $29,929 10.14o/c 10.92% 11.20% 11.33% 11.49% 10.10% 11.10% 
Tenancy Costs; and Light, Heat, 

Water, Power, and Refrigera-
tion; and Depreciation ....... 10,099 13,466 13,806 13,765 13,720 4·00 4·88 5-46 5.52 5.27 3·80 5.14 

S':r.Plies ...................... 2,525 2,400 2,244 1,978 2,420 1.00 0.87 0.89 0·79 0·93 1.03 0.81 
A vertising ................... 1,516 2,128 2,245 2,510 2,537 0.60 "M7 0.89 1.01 0·97 0.64 0.85 
Insurance (except on real estate) 3271 5031 5981 536 56. 0.13t 0.18t 0"4t 0.2I 0.22 0.16t o···t 
Taxes (except on real estate and 

federal tax on income) . ...... 336 6'3 661 756 863 0.13 0.22 0.26 0·30 0·33 0.12 0.22 
Miscellaneous Expense . ........ 3,964 6,195 6,033 6,492 6,299 I.58 2.24 2·39 2.61 2·41 1·48 1.72 

--- --- --- --- --- --- --- --- --- ---
Total Expense before Interes! ..• $44,349 $55,454 $53,859 $54,299 $56,330 17.58% 20.08% 21·33% 21·77% 21.62% 18.18% 20.61% 
Total Intere.t ................. 1,695 2,593 2,570 2,654 2,704 0.67 0·94 1.02 1.06 1·04 0.68 0.81 

--- --- --- --- --- --- --- --- --- ---
TOTAL EXPENSE including In-

terest . ..................... 146,044 $58,047 $56,4'9 $56,953 $59,034 18.25% 21.02% 22·35% .2.83% 22.66% 18·57% 21.17% 

NET PRonT OB. Loss . ........... $7,782 $6,844 $6,212 14,749 $3,458 3.08% 2.48% '.46% 1.90% 1.32% 2.27% 1.16% 
Net Other Income (including in-

terest on net worth) ......... ',B94 2,835 2,812 3,40 7 3,342 1.15 1.03 I.II 1·37 1.29 0·79 0.98 
--- --- --- --- --- --- --- --- --- ---

NET GAIN: $10,676 $9,679 $g,024 $8,156 $6,800 
4:~.i% 3'.5,% 3:57% Percentage of Net Sales . ..... ... . ... . ... . '" . . ... 3.27% 2.61~ 3.06% 2.07% 

Percentage of Net Worth . .... ... . . ... ... . ... . .... 24.84 18.27* 16.41* 13.87* 11·34 21.04* 17.98* 

Rate of Stock-tum (times a year) 
Based on Average of Inven-
tories at the Beginning and 
End of the Year ............. .. .. ... . ... . .... . ... 8.33t 8·90t 8·94t 9.20t 8.88t 9·05t 8.88t 

Percentage of Combination and 
Meat Store .................. .. .. ... . . ... .... . ... 9.95% 14.76% 17.05% 19.56% 22·54% 9·59% 18.54% 

. . • nata not availab1e. t Figutel for thie Item were not reported by aU the chBlDlln the group . 
t Because of inadequate balance .heet data in the cue of one win. the figures for net gain as a percentage of net worth are baaed on the reports of IeWn chaiDl. 
i See the explanation of I.ypeI of avcra,e uaed. pace 49. Since aU the medillJlJ were let independently. the fisureI for the several items c:aonot. be capo:::tc:d to tic to the reapectivc totals. 
I Total StorCi - 100%. 
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these same chains there were unusual decreases in num­
ber of stores which almost exactly off~t the unusual 
increases. 

It is believed, therefore, that Cbart 2 pictures, with a 
reasonable degree of accuracy, the fluctuations in total 
number of stores, total sales, and sales per store for food 
<:hains in the United States for the years covered. 

Number of Stores 

As Chart 2 clearly indicates, by 1930 the number of 
stores operated by the I2 chains had risen about 5% 
above the level of I92S. After 1930, the total number 
of stores declined steadily, though very sl~wly, so that 
in 1934 the total number of stores in operation was less 
than 2% below the number for 1929 and about the 
same as that for I92S. 

Interpretation of these two trends is complicated 
somewhat by the fact that most chains, including the 
I2 covered by these figures, were gradually increasing 
the percentage of combination stores to total stores 
during most of these years. This process, for II of the 
I2 chains', is pictured in Chart 3. From 1929 to 1934, 
the total number of stores operated by the II chains 
showed a net decline of about 3% (800 units). During 
these same years, however, the number of straight 
grocery stores declined 13.65%, or by almost 2,700 units; 
and the number of combination stores increased 28%, 
or by about r,S70 units. Of the total decrease in straight 
grocery stores, about 70% was offset, in so far as 
number of units is concerned, by the increase in com­
bination stores, and about 30% represented a net 
decrease in units operated. Owing to the larger size of 
the combination stores, however, what may be called 
the total installed retail capacity of the II chains may 
actually have been higher at the close of the period than 
it was in 1930, when the number of stores was at its peak. 

Sales 

While the number of stores was rising from I92S to 
J930, and falling from 1930 to 1934, dollar sales were 
passing through a different set of changes, as is indicated 
by Chart 2. 

In 1929, dollar sales rose above the I92S level to a 
greater degree than did number of stores, since average 
sales per store increased more than 6%; and, in 1930, 
total dollar sales continued to rise, even though average 
sales per store began to fall, probably under the influence 
of declining prices. The higher dollar sales in 1930, 
therefore, clearly resulted from the fact that chains 
were increasing their number of stores in that year. 
After 1930, dollar sales fell until they reached their low 

• The oeceaary data were not available for the twelfth cbaia.. 

point in 1933, when they were about 20% below the 
I929level. In 1934, there was some recovery to a point 
between 17% and IS% below the 1929 level. Since 
changes in number of stores were very small between 
1930 and 1935, average sales per store fluctuated in 
much the same manner as total sales. Following 1930, 
however, the trend in average sales per store was some­
what more favorable than that in total sales. This, 
of course, would be expected in view of the gradual 
decline in total number of stores, and the shift from 
straight grocery stores to combination stores. 

In view of the violent price changes which marked 
the seven years in question, it would be interesting to 
interpret the fluctuations in sales, and in sales per store, 
for these years in the light of prices. Upfortunately, 
however, there is no published index of retail prices for 
food chains. The index of retail food prices published 
by the United States Bureau of Labor S.tatistics does 
not represent a composite of the prices of foods sold by 
chains. Meats and dairy products, for instance, are 
more heavily weighted than they should be for a chain 
store index. Since the time and resources available for 
this study did not perm't the preparation of an alterna­
tive index, questions relating to the price level and the 
physical volume of goods sold are largely omitted in this 
bulletin. 

Trends in Operating Results 

Detailed comparative data on margins, expenses, and 
profits for the eight identical regular chains are given in 
Table IS, which presents aggregate and median figures 
such as are found in many other tables in this bulletin. 
Table 19 gives statistics on a per-store basis for the 
eight chains of Table IS combined (aggregates) for the 
several years covered by the latter table; while median 
percentages for all chains reporting for each of the years 
covered by the Bureau's surveys are given in Table 20. 

In interpreting Table 18, it should be borne in mind 
that the sample is small and that the eight chains 
differed substantially in size. None of these chains, 
however, had fewer than 95 stores in any of the years 
covered, six of the chains had between 300 and 1,500 
stores in all five years, and one chain had more than 
1,500 stores in all five years. All eight chains operated 
both straight grocery stores and combination stores in 
1934, although some did not do so in all years. Because· 
of the differences in size among the eight chains, both 
the aggregate and the median perCentages should be 
thought of as averages of the operating results of chains 
somewhat unlike. None of the data in Table IS indicate 
the typical results for any size-c\ass of regular chain for 
anyone year; and none, therefore, should be used as 
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standards for the appraise.! of performance in a single 
year. 

It shoyld be noted, also, that the eight chains were 
not strictly typical of the chain food business as a whole, 
if the data in Chart 2 are so representative. For 
instance, dollar sales for the eight chains covered in 
Table 18, at the;' low point in 1933, were only about 
1% below sales in 1929; while, according to Chart 2, 
the low point for the trade as a whole was about 20% 
below the 1929 level. Similarly, the number of stores 
for the eight chains in 1931 was 14% above the 1929 
level, instead of 3% above, as in the case of the I2 chains 
of Chart 2. By 1934, the number of stores for the eight 
chains of Table 18 was more than 8% above the 1929 
figure; while the chains covered by Charts 2 and 3 
exhibited decreases. Again, the shift from straight 
grocery stores to combination stores did not begin so 
early, or proceed so far, with the 8 chains of Table 18 
as with the II of Chart 3, but the 8 chains increased 
the;' percentage of Combination stores more rapidly. 

Gross Margin 

According to Table 18, gross margin in dollars reached 
the peak for the five years in 1931, when dollar sales for 
the eight chains also were at the;' highest point. Of 
greater significance, however, is the fact that gross 
margin in dollars increased at a faster rate than sales 
from 1929 to 1931. This increase in the percentage of 
gross margin to sales was due in part, of course, to the 
increase in the percentage of meat division business 
which probably accompanied the increase in the per­
centage of combination stores. It is estimated, however, 
that the actual increase in the gross margin rate shown 
by Table 18 was several times as large as any increase 
which might have been accounted for by the larger meat 
division sales. The eight chains undoubtedly stepped 
up the;' margin rates in the face of declining prices, 
as any merchant would be expected to try to do. A 
similar increase in the margin percentage is displayed 
in Table 20; and, of course, in Table 19. 

From 1931 on, aggregate margin in dollars was main­
tained by the eight chains at figures within 5% of the 
level reached in 1931, even though sales fell almost 10% 
below those of 1931. In other words, after 1931, the 
percentage of gross margin continued to rise. The 
median figures in both Table 18 and Table 20 indicate 
that, for the average chain, the peak percentage of 
margin was not reached until 1933. Here again, the 
increase was substantially greater than could be ac­
counted for by the increase in meat division business. 
It should be noted, however, that the high point in 
dollar margin per store came in 1934, but showed little 
change from 1931 to 1934, inclusive. 

This ability of the food chains to increase the per­
centage of gross margin during a period of sharply de­
clining prices is worthy of special comment. When 
prices fall, sales at retail usually fall with them, and 
store operating expense in dollars tends to lag behind. 
In addition, the physical volume of goods sold may rise. 
Hence, the expense rates of retail enterprises tend to 
rise. An understandable step on the part of retail execu­
tives,of course,is to increase the percentages of mark-up 
and grosS margin. Among department stores, how­
ever, competition and/or mark-downs appear largely 
to have prevented this during the current depression; 
while food chain executives were more skillful or mor~ 
fortunate. 

N everthless, the rise in gross margin did not keep 
pace with the rise in expenses from 1929 to 1933; and 
both dollar earnings and percentage earnings declined 
steadily during that period. 

In 1934 (1933 and 1934 according to the aggregates), 
the percentage of gross margin fell, even though the 
percentage of meat. division business presumably was 
rising as the shift from straight grocery stores to com­
bination stores continued. From 1929 to 1934, however, 
the net increase in the percentage of gross margin 
amounted to about 2.5% of sales. 

Expense 

Mention already has been made of the fact that per­
centages of total expense to sales typically increased 
during the years from 1929 to 1933, inclusive, when 
prices, dollar sales, and dollar sales per· store Were 
declining. These increases in the expense rates show 
up clearly in both Table 18 and Table 20. They re­
sulted not only from the fact that in some years chain 
executives apparently were unable to cut dollar ex­
penses in proportion to declines in dollar sales, hut also 
from the fact that in some years there were increases 
in dollar expense. Such an increase occurred in 1933, 
when expenditures rose in the face of a drop in dollar 
sales. 

Reasoning with respect to the significance of the 
changes in dollar expense and percentage expense which 
occurred during the period in question is confused by 
four ciIcumstances: 

I. The shift from straight grocery stores to combina­
tion stores, which have laxger total sales per unit, laxger 
grocery s&!es per unit, lower expense rates for grocery 
operations, higher expense rates for grocery and meat 
operations combined, and higher investments. This 
shift naturally tended to increase dollar expense per 
store as well as percentage expenses. 

2. The economies in chain. operation. which un-



doubtedly were made during the depression under the 
pressure of declining profits. 

3. An increase in the physical volume of goods 
handled. Dollar sales in 1934 for the eight chains were 
about 3% higher than those for 1929, while prices were 
substsntially lower than in 1929. 

4. A gradual elaboration of plant, merchandise lines, 
and services among food chains. 

In view of these several conflicting developments, and 
the dearth of available information, it is rather diflicult 
to arrive at reliable generalizations for the trade as a 
whole. Some estimates indicate that the shift from 
straight grocery stores to combination stores between 
1929 and 1934 was sufficiently pronounced to account 
for all the increase in dollar expense per store. In fact, 
it may be that the shift to combination stores would 
account for a larger change in dollar expense per store 
than is shown by Table 19. All this suggests that the 
rise in percentsge e.xpense was due largely to the lower 

prices, and that the eight chains may well have made 
substsntial increases in general operating efficiency 
during the period. This, however, should not be taken 
for granted. Chain executives should mak~ careful 
studies of their own operations during this period, using 
estimates where' actual dats cannot be obtsined, in 
order to determine whether their individual businesses, 
taken as a whole and by departments and functions, 
showed increases in efficiency which were commensurate 
with those to be expected. Attention should be paid, 
especially, to costs per unit of work done and to output 
per unit of time, labor, equipment, or expenditure. 

Both Table 18 a~d Table 20 indicate that by the end 
of 1933 for many chains the worst of the depression had 
been passed in so far as percentsge expenses were con­
cerned. According to the median figures in Table 18 
for total expense including interest, however, the e,,­
pense rate continued to rise in 1934. 

The dats for the individual items of expense show 

Table 19. Operating Results Per Store of 8 Identical Regular Food Chains: 1929, 1931-1934 
(Averages' per .tore b&sed 011 aggregate figures) 

.... '03' ~ ..... .-I ..... 

Amcnm.t I Pen:ell.tqe Amount IPercentap Amotmt ,Paceatap Amount I Pen:e:Iltase Amount -.... 
Aggregate Nqmber of 510 .......... 5.548 .... 6,327 . ... 6,256 . ... 6,146 . ... 6,011 ., .. 
Aggregate Net Sal .. (in tho ...... d.) '252,306 .... ':176,093 . ... $252,458 . ... '249,461 . ... $·S9.SSJ . ... 
Average Sol .. per Store ..•........ 145.477 100,00% kJ.6J7 100.00% ko.J55 100.00% ko.5Sg 100.00% kJ •• SS 100.00% 

Net Coat of Merchandise Sold per 
Store ....•.•....•.••••.....•.• $J5.777 7~.67% $J3.J8J 76.50% 130 ,343 75.19% $Jo.55' 75-27% $J"S'9 76•0.% 

GROSS MAltGIN ••••••••••••••••••• 9,100 :u·33 10,254 23.50 10,012 24.81 10,031 24·13 10,356 ·J·9S 

Sa\ari .. and Wages ............... 14,611 10.14% 14.765 10.92% 14.520 11.20% k.S99 II·3J% 14.96• II·49% Tenancy Colts; and Light, Heat, 
Water, Power, and Refrigeration; 
and Depreciation ...........•... 1,819 4·00 2,120 4.88 2,203 5-46 2,241 5·S· 2,276 5-27 Supplies ..••••.......•.•••.••.... 455 1.00 J80 0.S7 J59 o.Sg J.o 0·79 40' 0·93 

fn~~~~enf~Pt ~~. ~. 9b"t~j : : : '73 0.60 JJ6 0·11 J59 o.Sg 4'0 1.01 419 0.97 

Tuea (except on real estate and 
59t O.IJt 79t a.,St 97t O.24t 85 0.21 95 0.22 

federal tax on income) .••••..... S9 o.lJ 96 0.22 105 0.26 u. 0·30 14' 0·33 Miscellaneo .. Ezpense ..•......... 719 1·5S 977 '·24 96S 2·39 1,059 2.61 1,041 2·41 -- -- -- -- -- -- -- -- -- --Total E""".se before Interost ...... $7.995 17·SS% $8,162 20.08% $8.608 ".JJ% $8.SJ6 ".77% $g,JJ7 21.62% 
Total Int .... t .................... 30 5 0.67 4'0 0·94 411 1.02 430 1.06 449 1·04 -- -- -- -- -- -- -- -- -- --TOTAl. ExPENSE including Intereat .. 18,300 18,'5% $9,172 21,02% 10,01'9 ·'·J5% $9,266 ••• 8J% 19.786 ••• 66% 

NET PRorIT OI Loss .............. $1,400 3.08% $1,082 '.48% SggJ '·46% $771 1·90% $570 1.32% Net Other Income (including interest 
on net worth) .••...... _ •....... S'J 1.15 449 1.03 448 1.11 5S6 1·37 SS7 1.29 -- -- -- -- -- -- -- -- -- --NIOTG.". ....................... '1,923 4,'3% '1,531 J·51% $1,441 J.S7% $103'7 3,'7% 11,127 2.61% 

Percentage of Combination and 
M .. tSta ....................... .... 9.95% . ... 14.76% . ... 17.05% . ... 19·56% ".54% -, .. 
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that salaries and wages as a percentage of sales rose 
steadily from 1929 through 1933, and according to 
Table 18, continued to rise in 1934. The net increases 
for the period disclosed by the two tables amounted to 
from 1.35% to 1.80% of net sales. The bulk of the 
increase in aggregate dollar salaries and wages occurred 
between 1929 and 1931, and was shared by seven of 
the eight chains; but the largest increase in dollar pay 
roll per store occurred in 1934. when the N.R.A. pre­
sumably became an important influence. From 1929 
through 1933, salaries and wages in dollars per store 
were essentially stable. Unfortunately, data are not 
available to indicate whether the net increase for the 
period represents chiefly -higher wage rates, an increase 
in the wage cost per physical unit of goods sold, or some 
other development. 

Tenancy costs and related occupancy expense reached 
a peak in percentage of sales in 1932 or 1933, and de­
clined in percentage of sales in 1934. The important 
rise between 1929 and 1931 resulted from increases for 
all eight chains. The movements of these percentages 
reflect conflicting influences which include the somewha.t 
inflexible nature of tenancy costs, the fluctuation in dol­
lar sales, and the increasing proportion of combination 
stores (shown by Table 10 to have higher percentage 
rentals). Such estimates as have been made from the 
data in this bulletin, however, suggest that the last 
factor may have been important enough to account for 
the entire net increase in dollar tenancy cost per store 
which toolr. place between 1929 and 1934. It seems sur­
prising that so important an increase in dollar costs for 
occupancy should have taken place at a time when many 
chains were securing important reductions in rentals, if 
it were not warranted by a change in the type of business 
done; but it is possible that some of the eight chains 
involved had undertaken leases running over somewhat 
longer terms than the one-year leases commonly em­
ployed by some food chains. 

The percentage data in Table 18 on expense for 
supplies indicate that the larger chains among the eight 
were more successful than the smaller chains in holding 
down supplies expense. The latter in 1934 had higher 
percentage expenses for supplies than they did in 1929. 
In this connecti:>n it should be remembered, of course, 
that the physical volume of goods handled in 1934 pre­
sumably was substantially larger than in 1929 and that 
growing meat business added to supply costs. Table 20 
indicates a steady upward movement of percentage 
expense for supplies. 

As regards advertising expense, Table 18 discloses a 
steady rise from year to year in dollar expenditures. In 
1934 the aggregate advertising expense for the eight 
chains was 66% above the 1929 figure, while number of 

stores had increased only 8% and dollar sales about 3%. 
The percentage of advertising expense to sales based on 
these aggregates, therefore, was more than 60% higher 
in 1934 than in 1929. Since the dollar figures for adver­
tising expense represent the net outlays by the chains 
after credits for any receipts from vendors for actual 
advertising services rendered, it is quite possible that 
the amount of advertising space carrying the names of 
the eight chains was expanded more during the period 
than the dollar expenditures indicate. The increased 
emphasis on advertiSing is attested, also, by the per­
centage figures in both Table 18 and Table 20. This 
suggests that the chains have made important changes 
in their methods of merchandising and promotion during 
the depression; that they now are relying less on a general 
reputation for low prices and mOre on advertising, which 
of course may feature specific low prices. 

Finally, it should be observed that the dollar expendi­
tures for taxes (other than Federal income taxes and 
taxes on real estate) in 1931 were 82% above the expen­
diture in 1929; and that expenditures for this item con­
tinued to increaseihroughout the period until in 1934 
they amounted to more than two and one-half times the 
1929 figure. The percentages in both tables reflect this 
same tendency for tax expense to be higher, although 
the median figures show a slight easing of the burden 
in 1934. The figures on taxes in dollars per store for the 
eight chains also give evidence of this steady upward 
movement. 

The Bureau thus far has not been able to get com­
parable and complete information on the taxes paid by 
chain store companies. The problem is complicated not 
only by the many varieties of taxes imposed and fees 
required by the several governmental agencies but also 
by the fact that many chains operate stores in a number 
of localities and in a number of states. The Bureau's 
expense figures just cited are believed to reflect accu­
rately the average situation over the country in theyears 
in question; but apparently a special study devoted 
solely to the tax burden of chain stores will be necessary 
if reliable, detailed generali2ations for individual states 
are to be forthcoming. 

Earnings 

The upward drift in expenses during the period covered 
by Table 18, combined with the adverse movement of 
the gross margin rate in 1934, resulted in a steady drop 
in the percentage of net profit (after charging interest 
as a cost) and in the percentage.of net gain (net business 
profit). In other words, such increases as the chains 
were able to make in the rate of gross margin were by 
no means sufficient to offset the rising expenses. That 



the same condition prevailed as regards dollar margin 
and dollar expense per store is shown clearly in Table "9. 
When aggregate and median figures fat both measures 
of earnings are considered along with the per-store data 
of Table 19, it seems safe to say that profits in 1934 for 
the eight chains typically were at about half the rate 
earned in 1929. Table 20 reflects conditions essentially 
similar, although it shows that some improvement in 
earnings took place in "934. 

Part of the drop in profit rates may have been due 
to the general increase in the percentage of combination 
stores and the percentage of meat division sales to total 
sales. As has been noted, meat business on the whole 
yielded smaller profits than grocery business in 1933 and 
"934. The lower price level, also, has been, and still is, 
a substantial handicap. In spite of the fact that the 

eight chains developed their combination stores from 
10% of the total stores in 1929 to 30% of the total in 
1934 (medians), dollar sales per store actually were 
lower in 1934 than in 1929. 

In addition, the rising tax burden clearly was to some 
degree responsible for the lower profits. The burden of 
taxes as defined in Table IS and Table 20 (taxes exclud­
ing taxes on real estate and Federal income taxes) ,how­
ever, was too small to be shouldered with responsibility 
for more than a part (about u% according to Table IS; 
about 20% according to Table 20) of the drop in profits. 
More important were the higher percentage expenses 
for salaries and wages, occupancy costs, and advertising, 
and the higher expenditures for these items in dollars 
per store. 

Whether these higher expenses per store resulted in 

Table 20. Operating Results of All Reporting Food Chains: 1929, 1931-1934 
(Mediansl ; Net Sales = 100%) 

I ..... .... "". ..u . 
Number of Chains •...................................... 79· 31 39 50 66 

Aggregate Number of Stores ..... ......................... 33,147 23,7181 23.741 17,754 21,021 

Aggregate Net Sales (in thousands) •....................... $1,976.374 $1,346,223 $1,181.968 $763.681 ~60.6.6 
Average Sales per Store (median) .......................... 147,815 $4I,61 7t $39,735 $39.34.t 141,614 

Index of Change (current year/preceding year): 
108.8St 98.lst IOO.oat Number of Stores per Chain .......................... loo.3ot loo,oat 

Net Sales per Chain . ................................ IIO.79t 95.63 86·33 99.20l loo·S8t 
Average Sales per Store ..... ......................... loS·68t 94·,.t 8S.64t 100·53 1I0.47t 

Net Cost of Merchandise Sold ............................ 80.47% 78 .• 6% 77099% 76.30% 77-61% 
GlI.OSS MAilGIN . •.•..................................... '9·53 :n·74 22.01 23·70 22·39 

Salaries"and Wages ...................................... 10.03%t 11.12% II·3S%t 11.83% 11.78% 

Tcn~a ~;~~~,~!: ~~~I.~~~: ~~~'.~~.~~~~~~! 
3.5'; 4· •• t 4.94t 5.24 4·69 

!':I':'~~i~:::::::::::::::::::::::::::::::::::::::::::: : 0·74 0.86t 0·93t 1·04 1.07 
0.70 0.81 1.02 0·97t 1.03t 

Insurance except on real estate) . ......................... o.ut 0"3t 0 •• 6t 0.29 0.28 
Taxes (except on real estate and federal tax on income) . ..... O.ISt 0.24t 0·30t 0·37 0·36t 
Miscellaneous Expen ..................................... q8t 1.70 1·77 1·97 1.66t 

Total Expense before Interest .. ........................... '7-49% 20.06% 21·55% 22.76% .,.08% 
Total Interest (including interest on net worth) ............. o·69t 0.84 0.98 0.9" 0.87 

TOTAL EXPENSE including Interest . ....................... 18.14% 20.77% 22.46% '3·77% 22.00% 

Nu honT 02 Loss ..................................... 1.21% 0.63% L.o.oS%· L.o.o7% 0.14% 
Net Other Income (including interest on net worth) . ........ o.68t 0·99 1.14 1.05 0·96 

NET GAIN: Pereenta.ge of Net Sal .......................... 1.91% 1.77% 1.07% 0.80% 0·89% 
Percentage of Net Worth ...................... • 10·97t So74t S.9"t 7-73t 

Rate of Stock-tum (times a year) Based on Average of Inven 
torita at the Beginning and End of the Year ............ 90JSt ' 9·98t 9·88t 9·lot 8.64t 

• Dt.ta DOt amIable. 

t F~ for this item were not reponed by aU the &rma in the poup. . . 
BtaUR of inadequate balance sheet data in the cue of 7 willi in I~.sl. S ~bairls ill 1~2. 3 chains ill 10M. ud 4 cbaiDlm 1m. the &pres for net pin as. 

pera::nt.qe of Det worth were not based OD the reports of all the firms submittiq s.tatemeDts for the stv.d1:. 
, One Iirm did. not report the number of stOreil operated in 19J1. TbiI ficure indw1ea lob eatimate Of the number of stores hued 011 the Damba' reporta:I b7 

the liim in to~.. . 's 
I See Uplanation of b'pe8 of averqe used. pap co. ince all the medi .... were at iDdepeDdeDtb'. the ficura for the IOvaal items CUUlOt be a:pect.ed to tie 

to the respective total&. 
• In 1010, data for tnnIportatioa lupplies tun, llcenses, etc .• were reported in .. composite item aDd included in mbccUueous ezpense. lD all other JMh 

the variOUllnlW~ apaIlMS were i.D.d.uded. u. ihii acveraJ. natural eKpenae aa;Q\Ul1S, For 1029 tba pem:ntqe for "'iecell.p ........ apense exdwliq these tl"UI:kinc 
iUpQICS ... 1-46%t. . 
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the main from a larger physical volume of goods handled 
cannot be stated with assurance, but apparently circum­
stances made it impossible for the food chains to 
increase margin rates sufficiently to compensate for 
either the lower prices or the high dollar expenses. The 
competition of super-markets and cheapies may have 
added to the trials of the depression period by taking a 
substantial share of the business in many trading areas. 

There is some possibility, also, that the eight chains, 
knowingly or otherwise, have been drifting in the 
direction of higher costs. They apparently have in­
creased their advertising costs by placing greater 
reliance upon this method of promotion; and perhaps 
there is some reason to believe that they have added 
services which have increased personnel costs. The 
shift from straight grocery stores to combination stores, 
accompanied by a tendency toward more expensive 
fixtures and equipment, has been largely responsible for 

42 

the higher occupancy costs ; and some competent 
observers feel that food chains generally have traded up 
during the past five years, partly by adding fresh fruits 
and vegetables, and partly by increasing assortments 
and adding luxury or semi-luxury items, all of which 
involve higher costs than the staple, dry groceries which 
formerly constituted the chains' chief reliance. Finally, 
the chains, during the period covered by these tables, 
may not have held costs to the lowest point possible in' 
view of functions performed The chains,in otherwords,\ 
may well have been gradually. losing tb,eir traditional 
character as extremely low-cost distributors. The gapj, 
which heretofore has separated them from the service'i 
independent grocers may have been narrowed; and if 
this is true, the chains presumably have placed them­
selves in a position of increased vulnerability and may': 
expect to encounter increasing pressure from low-cost; 
competitors. 



RESULTS FOR MOST PROFITABLE CHAINS 

In the hope of throwing light on the characteristics 
or policies making for superior earnings among food 
chains, the reports for the firms with the highest rates 
of net profit among the straight grocel)' chains, among 
the combination chains, and among the regular chains, 
were segregated in what may be called "goal" groups 
for special study. For each of these special groups 
figures indicative of the average or typical performance 
were prepared. These data are referred to as "goal" 
figures, because some chain executives will want to use 
them as objectives or goals at which to aim in planning 
or controlling their own operations. 

Tables 2I and .. present these goal figures in the form 
of both aggregates and medians for each of the three 
groups of chains, respectively. With the goal figures 
are given, for comparison, the corresponding average 
data for all chains reporting, including the goal chains 
as well as the less profitable chains, these aII-chains data 
being taken from Tables 5, 6, and 8. 

Among the straight grocel)' and the combination 
chains, the goal chains typically operated fewer stores 
than the less profitable chains, but among only the 
straight grocel)' chains did the goal firms typically have 
smaller aggregate sales. Among the regular chains the 
goal firms were larger as regards both number of stores 
and dollar sales. Apparently the relation between size 
of chain or size of store and profit rates is not clear-cut. 
Nevertheless there was some tendency for high profit 
percentages to be associated with an advantage in total 
sales per chain and, to a much smaller degree, in sales 
per store, but not in stores per chain. Again, among the 
straight grocel)' chains (data not shown in table), the 
goal firms tended to have more of their stores in smaller 
cities than did the less profitable firms; and among the 
regular chains this was true speaking broadly, although 
one goal chain had practically all its stores in large 
cities. Adequate data on this subject were not available 
for combination chains. Among combination chains, 
all three goal firms operated self service stores only, 
while but 5 of th .. 10 less profitable chains followed this 
practice. This evidence suggests that there may have 
beea SOme connection between the self service policy· 
and high profits. There is no such evidence, however, 
in the data for straight grocel)' chains or regular chains. 
Here the ratio of self service chains to total chains was 
no higher among goal firms than among less profitable 
mncerns. Finally, it is significant that the goal 

firms typically did not enjoy an advantage in the rates 
of increase in sales, number of stores, or sales per 
store. 

Turning now to the operating results of the goal firms, 
it is seen that among combination chains and regular 
chains the goal firms, on the average, had higher rates 
of margin than the other chains in their respective 
groups; while among straight grocel)' chains the goal 
firms had relatively low margins. Clearly, a higher 
gross margin is not always one of the in1luences con­
tributing to large percentage profits; hut frequently 
chains which earn good profits do so, in part at least, 
because of better-than-average margins. 

Both tables, however, agree in indicating that the 
more profitable firms are likely to have lower-than­
average expense rates. The median figures for com­
hination chains do not show an advantage of this sort 
for the goal firms; but for straight grocel)' chains and 
for regular chains both aggregate and median figures for 
total expense were lower for goal firms, and the same 
was true of the aggregate figures for the combination 
chains. 

When one inspects the individual items of expense, he 
sees similarly a fairly general tendency for the goal 
firms to have lower percentage expenses. This was true 
not merely for the larger items of expense, salaries and 
wages and tenancy costs, but extended to the smaller 
items as well. Among regular chains, there was some 
tendency for the goal firms to have higber expenditures 
for transportation purchased; but this fact may indicate 
nothing except that they chose to purchase their trans­
portation service rather than to operate theirown trucks. 
One of the groups of goal firms represented in Table 2I 

shows a tendency to higher tax expense, but this also 
may not be of significance. In the case of the other 
group, the combination chains, the aggregate figures 
disclose a few points in which the goal firms were at a 
·disadvantage; but the advantages which they enjoyed 
in salaries and wages and in several of the smaller items 
were more than sufficient to offset these disadvantages 
and, according to the aggregate figures, the advantage 
of the goal firms in total expense before interest 
amounted to more than 1'3% of sales. 

Thus, the two tables disclose a general tendency for 
the goal firms to have lower rates of expense for aU 
items; and no tendency for the goal firms generally to 
operate at a disadvantage in any item of expense. 
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Table 21. Operating Results for the Most Profitable Straight Grocery Chains and 
Combination Food Chains with Comparable Figures for All Chains Reporting: 1934 

(Net Sues = 100%) 

Straight Grocery ChaW Combination Chaina 

Items 
Averqe Figuresl Median Figuresl Average Figurell Median Ficufa,1 

All Mos. All MOlt All Mos. All Moo. 
R~ Profitable ~m. Profitable R~m. Profitable R~?~!," Profitable 

Chains ChaW Chains Chains 

Number of Chains ..... . . . . . . . . . . . 13 3 ... . ... . 13 3 .... . ... 
Number of Stores ....... ............. , .... 739 II7 ... . ... . 252 49 .... . ... 

Aggregate Net Sales (in thousands) ..... .... . $25.468 $3.874 ... . ... . $17.436 $4.646 . ... . ... 
Average Sales per Store ... . . . . . . . . . ..... $34.463 $33,113 $37.550 140,051 $69.1go $94.816 $79.215 599.448 
Index of Cbange (1934/1933): 

IOO.oot Number of Stores per Chain ... ........ . . ... ... . 100.00 .... . ... 100.00 100.00 
Net Sales per Chain .......... ... ... . .. .. ... . 106.64t IIO·9I .... . ... IIS.OIf II4·88 
Average Sales per Store .... ....... . ... . ... . IIO.47t 110·91 .... . ... II3·09t 102.25 

Net Cost of Merchandise Sold ... ... . . ... 78.51% 80.65% 79·56% 80.75% 77·77% 76.18% 79.67% 76.46% 
GROSS MARGIN .... ... . ... . ....... 21·49 '9·35 20.44- 19.2 5 22.23 23·82 20·33 '3·54 

Salaries and Wages ........................ 12·33% 9·go% 10.50% 9049% II.43% 9·8g% 11.19% 9·56% 
Tenancy Costs (including depreciation of major 

improvements) ........................ 3·78 1.93 3·51 1·79 '·49 2·49 2.03 1.80 
Depreclation of Fixtures and !duipment ..... 0·55 0·48 0·47 0·47 I.OI 0.82 0·96 0·79 
Light, Heat, Water, Power, an Refrigeration 0·84 0.62 0.68 0·70 0.84 o.go 0.80 0.80 
'Transportation Purchased. .................. o·2It O.lIt 0.55t • 0.14t O.lIt 0.17f • 
Supplies .................................. 1·04 0·91 0·97 0.88 1.0S 1.14 1.15 1.13 
Advertising ............................... 0.82 0·84 0·95 0·75 1·30 1.16 1.20 1.11 
Insurance (except on real estate) ............ 0·30 0.26 0.28 0.18 0·31 0·35 0·31 0·31 

'Tax~~~~:r~.~~.~ ~~~. ~~.~~e.~~ .~.~~ 0·33 0·58 0·39 0·4:1 0.38 0-4' 0.29 0.:12 
Miscellaneous. Expense: 

0.26t 0.18t 0.18 0.18 Commumcation ....................... 0.10 0.15 0.20 0.17 
Travelling ............................ O.IOt 

} 0.72 0.13t 
} 0·53 

o·06t 
} 1·49 o·09t 

} 1.30 Unclassified ........................... 0.86 0.56 1.11 1·30 
Total Miscellaneous Expense (subtotal) ...... (1.22) (0.8.) (0·99) (o.go) (1·37) (1.67) ('.50) (1.50) --- --- --- ---
Total Expense before Interest .......... '.' ... 21.42% 16·44% 19·57% 16.14% 20'3'% 18·95% 19.60% 19.87% 
Total Interest (including interest on net worth) 0.86 1.03 0.87 1.01 0.87 1·09 0.68 0.80 

--- --- --- ---
TorAL ExPENSE including Interest .......... 22.28% 17-47% 20.43% 17.15% 21.19% 20.04% 20.55% 20.55% 

NET PllOPIT Oll Loss ....................... L.o·7P% 1.88% 0.16% 1.83% 1.04% 3-78% 0.44% 3.8.% 

Net Profit or Loss from Real Estate Operations 0.23%t 0.14% o·l2%t 0.12% o·08%t 0.16% o.09%t 0.13% 
Interest on Net Worth (except real estate, 

0·84 leaseholds. and goodwill) ............... 0.82 0.8g 0.83 0·91 1.02 0.72 0.81 
Other Revenue, Net ....................... 0.14t I.QC) 0.30t 1.10 o·06t L.O.33 o.08f • --- --- --- ---
Total Net Other Income ................... 1.19% 2.12% 0.84% •• 07% 0·98% 0.85% 0.80% 0.81% 

NET GAIN: Percentage of Net Sal ............ 0-40% 4.00% o.gojO 3.go% 2.02% 4.63% 1.12% 4.63% 
Percentage of Net Worth ........ 6.lo~ 18·46 5-14 :n·72 12·84 23·57 9.40 29.46 

Rate of Stock-turn (times a year) Based on 
Average of Inventories at the Beginning 
and End of the Year ................... 7-46 7·16 7,.20 6"4 8.79 8·7' 8.go 10·54 

Self Service Grocery Units' ................. 2O·57%f 38.46% o.oo%f 0.00% 46.4.%t 100.00% loo.oo%f 100.00% 

• nata Dol available. t Figura for this item were not reported by all the firm! in the group. 
~ Because of '~adequate balance ,heel data in the cue of three chains, the figure for Det pin as a ~tage of net worth it bued OIl the reports of teD ~ 

th 
See aplanatloD of typea oj avaqe Uledi pqe 49- Since all the mcdiau were let indcpc:D.deatb'. the fi&ures for the tevezal itaDa C&DDOt be apccted to be to Ie reapectlve totala. 

t Total Storea _ 100.%. 
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Table 22. Operating Results for the Most Profitable Regular Food Chains 
with Comparable Figures for All Chains Reporting: 1934 

(Net Sales = 100%) 

All I .... t Res Profitable 
Cham. 

Number of Cbains .......................................... . 34 6 

19.903 6,409 
$gUA6I $268,658 
$45,795 141,919 

Aggregate Number of Stores . ................................ . 
Aggregate Net Sal .. (in thousands) .......................... .. 
Average Sales per Store .. ................................... . 

Index of Change (1934/1933): 
Number of Stores per Chain . ............................ . 
Net Sales per Ch8lD . .............. , .................... . 
Average Sales per Store . ................................ . 

... . .... 98.10 

... . . ... I04-35t .. .. . ... IlO.79t 

Net Cost of Merchandise Sold ............................... . 
GROSS MARGIN . .................. , , ................ , ... , ... . 

75-96% 75-53% 77.06% 
"4·04 "447 22·94 

Salaries and Wages . ........................................ . 
Tenancy Costs (jncluding depreciation of major improvements) . . . 
DeprecIation of Fixtures and Equipment . ..................... . 
Light, Heat, Water, Power, and Refrigeration ... ............... . 
Traosportation Purchased ................................... . 

~1!~~~8: : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : 
Insurance (except on real estate) ............. , .. , . , . , . , . , , , , .. 
Taxes (except on real estate and federal tax on income) . , , ...... . 
MisceUaneous Expense: 

Communication ... , . ... , ..... , ..... " ... , .... , ......... . 
Travelling,., . ............ , ..... , ., ............ , ........ }. 
Unclassified ............................................ . 

Total Miscellaneous Expense (subtotal) ....................... . 

12.58% 12.26% 12.13% 
3.18 3·15 3·00 
0·79 0.62 0.81 
1·04 1.00 1.05 
0·37t 0.7.t 0.33t 
1.16 0.92 1·04 
1.08 0·89 0·97 
0.28 0."4 0.28 
0·55 0·35 0·36 

0.I8t 0.14 0.19t 
0.20 } 1.::10 
0·77 1·31 

(1·38) (I.n) (1.48) 

Total Expense before Interest ... ....... , ... , ................. . 
Total Intcmt (including interest on net worth) ................• 

22.41% 21.26% 22.26% 
1.01 1.14 0·97 

TOTAL ExPENsz including Interest ........................... . 23.42% 22.40% ".96% 

NET PIlOlIT 011 Loss ..... ..... , ...... , .. ,', ... " .. " .... ,', .. 0.6.% 2.07% 0.14% 

Net Profit or Loss from Real Estate Operations . ........ , . , .... . 
Interest on Net Worth (except realestate,lessebolds, and goodwill) 
Other Revenue, Net .. ...................................... . 

0 •• 6%t 0·36%t 0.I7%t 
1.08 1.19 0·93 
0·32t 0.05 0.I4t 

Total Net Other Income . ................................... . 1.66% 1.60% 1.20% 

NET GAIN: Percentage of Net Sales ........................... . 
Percentage of Net Worth . ......... , .............. . 

2.28% 3.67% 1.53% 
9.65* 14-33 7-44* 

Rate of Stock·tum (times a year) Based on Average of Inventories 
at the Beginning and End of the Yesr .. " ............... .. 8·38t 7·90 8 •• 4t 

Distribution of Stores by TypeI: 

t~f.h.t.~~ .... :::::::::::: ::::: .. :: .. :: ... :::: .. :::: 
Combination ... .............. , ....... , .... , .... , ..... , .. 

57.87% 73··5% 67.14% 
0.19 0.00 0.00 

41.94- .6·75 31.64 
Self Service Grocery Units ............................... . I5·6·%t 0.I8%t o.oo%t 

P<n:entage of Sal .. in Meat Sid .. 01 Stores ................. ' ... . .... .... 16.64%t 

Distribution of Stores' among Cities with Populatiooa of: 
I..ess than 10,000 . .... , ................................. . 
rO,000-25,ooo . ............... , ... , , ........ , ........... . 

.9·09% 40.62% 25.25% 
8·99 13.77 8.40 

25,000-100,000 .• ., . , .................................... . 13.87 5-53 7·01 
100,000-500,000. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . .. . 21.19 1.48 H· 
500,000-1,000,000 . ..... , ........... , ................... . 6.0'/ 0.00 0.00 
1,000,000 or more . ..................................... . 20·79 38.60 0.00 

.... t 
Profitable 

Cham. 

98.18 
I03-73t 
10 5.77t 

76·33% 
.3.67 

n.68% 
2·72 
0·73 
0·94 
0.76t 
0·94 
0.96 
0.23 
0.28 

0.16 
0.21 
0.98 

(1.29) 

.0·59% 
1.15 

.'.53% 

1.84% 

0 •• 8%t 
1.18 
0.09 

1·30% 

3·55% 
15·82 

7·90 

73·39% 
0.00 

26.61 

o.oo%f 

IpI%t 

60.00% 
13·22 
3·91 
1·54 
0.00 
0.00 

t Figures for thl,ltem were not IefKlJttd by all the 6rms ill the group. 
t Bcc:auae of inadequate balance lheet data in the c:ue of one cham, the Iirure for net pin as a ~t&ge of net: worth .... hued 011 tile reporb of 53 dWas. 
t See aplanation of t;JpIs of averqe ued, pace 4Do SiDce all the mediau were Mlt independenlq', the Ii.pIes for the 1CYeral iteau CUIIlOt be expceter! to tie 

to the reepective totaJa. . 
• Total StortS - 100% . 
• Location of _torts b.1 u.e of d~ ...... reported by .. npIu food c:baiDI open.tiq U.t..JS stares. Of theae .. c:haiDa, .s were iDcluded in the IftHlP of the 6 

IDCIIt DrOfitabkl chaiDa. 
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APPENDIX 

DEFINITIONS AND EXPLANATORY NOTES 

In order to obtain comparability among the reporta 
from individual firms used in this study, and to make 
the published figures as representative as possible, the 
Bureau adopted a number of definitions and followed 
certain accounting and statistical procedures. The 
more important of these definitions and procedures are 
described in this Appendix. 

Base of Percentages. All percentages in this bulletin, 
unless otherwise indicated, are based on net sales as 
[00%. 

N d Sales. Net sales are gross sales at retail, less any 
returns by or allowances to customers, not including 
sales taxes collected from customers as an item dis­
tinct from price and segregated in special accounts until 
turned over to the government. 

c..oss Margin. The term "gross margin" is increas­
ingly used in preference to "gross profit". It represents 
the amount remaining after the deduction of net cost 
of goods sold from net sales. Net cost of goods sold is 
billed or invoice cost of goods sold, plus any processing 
taxes, less cash discounts taken and allowances received, 
plus inward transportation charges, plus proper charges 
for merchandise depreciation and stock shortages, and 
plus or minus any change in the value of the inventory. 
The treatment of inward transportation charges, that 
is, charges incurred in moving the goods to the point 
where the firm first takes physical possession, as part 
of the merchandise cost makes the gross margin figure 
lower by the amount of such charges than it otherwise 
would be and is a common practice among trading 
businesses. 

The several important figures used in computing net 
cost of goods sold are defined as follows: 

Nel Inventory of Merchandise. This item consists of 
the value of merchandise on hand in stores and ware­
houses at cost or market, whichever is lower, including 
merchandise held on consignment, merchandise in 
transit if bought l.o.b. shipping point, and finished 
goods of own manufacture, but not manufacturing 
or wholesa1ing inventory or inventories of fixtures, 
equipment, or supplies. 

Purclrosr.s. The net invoice cost of merchandise pur­
chased is the extended figure on the invoice after trade 
and quantity discounts and brokerage have been 
deducted or added, but before cash discounts, adver-
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tising allowances, and deferred quantity discounts have 
been considered. This figure includes merchandise re­
ceived on consignment, if sold; merchandise in transit, 
if bought f.o.b. shipping point; the cost of goods trans­
ferred from own manufacturing departments; duties 
and insurance on imported purchases; and any process­
ing taxes paid. It excludes returns to manufacturers 
and allowances from manufacturers for damaged or 
spoiled merchandise, as well as purchases for any whole­
sale business or purchases of office or store supplies or 
equipment. 

Discounls and AUowances Received. This item, which 
is deducted from the net invoice cost of purchases, in­
cludes cash discounts received on merchandise pur-' 
chased, discounts or rebates secured by purchasing a 
given minimum quantity in a given period of time, and 
advertising allowances of indefinite character. Allow­
ances received from manufacturers for advertising space 
actually used are treated as a credit to advertising 
expense. 

Inward Transportation. Inward transportation charges 
include all expenses (freight, express, and truckage) for 
transporting merchandise from source of supply to 
warehouses, whether done by outside firms or in the 
chains' own trucks. Many chains in some lines of busi­
ness treat this item as operating expense rather than as 
cost of merchandise, but the better and more general 
practice seems to be to include it with purchases. Note 
that expense 'for transportation from warehouse to 
stores, or from stores to customers, is not included here, 
but is treated as expense. To secure comparability 
among the figures for the six meat chains, however, all 
transportation expense was included with inward trans­
portation. 

Salaries and Wages. The salary and wage classifica­
tion embraces all items of pay roll expense both in stores 
and in the central organizations, including the compen­
sation of chief executives. Thus, it includes salaries, 
commissions, bonuses, profit sharings, supper money, 
pensions, and othermiscel\aneous formsof compensation. 

Store salaries and wages include these expenses which 
relate specifically to store operation, whether for selling 
or non-selling work. Carpenters and mechanics regu­
larly employed for labor on major improvements are 
deemed to be store employees. Other salaries and wages 



include the compensation of all central office and dis­
trict office executives and employees, superintendents 
and supervisors, aru:l all men engaged directly or in­
directly in transporting goods from warehouses to stores, 
hut no manufacturing employees. All pensions are 
included in other salaries and wages. 

Tenancy Costs. Tenancy costs comprise all expenses 
on property used in the business. They therefore cover, 
in the ca,e of leased property, not only rentals actually 
paid to landlords or realty holding compaoies but also 
any other payments made in lieu of rent, such as taxes, 
insurance, repairs, a.mortization or depreciation of major 
improvements, and amortization of leaseholds. The 
cbarges on owned real estate included in this account 
are the sum of the amounts that would be paid if outside 
firms owned the property, Of, in other words, rentals 
based on the going value of real estate in the respective 
localities. Ordinarily, but not necessarily, rent on owned 
property will cover taxes, insurance, repairs, and de­
preciation on owned real estate, plus a fair charge for 
interest on equity in land, buildings, and improvements, 
as well as interest actually paid on mortgages. 

In caseS where a chain owns or leases more space than 
it needs and subleases portions to others, the going value 
of the space occupied by the clmin is entered as expense. 
This amount should represent a fair rent on the real 
estate used, including a fair proportion of any additional 
expenses on the property, such as taxes, insurance, and 
repairs; and any profit or loss resulting from the sub­
leasing operations, or from failure to sublease, is carried 
to other income. 

TransporUJtion Purchased. This item includes charges 
for freight, express, trucking, and handling done by 
out.'iide firms in moving goods from warehouses to stores; 
hut, in view of the definition of inward transportation, 
it does not include charges for the moving of merchan­
dise from sources of supply to warehouses or to the 
points where the chain first takes physical possession 
of the goods. When trucking is done in a chain's own 
vehicles, the total cost is distributed equitably between 
inward transportation and expense, debits being made 
to the appropriate natural items, hut no debit is made 
to transportation purchased. 

Advertising. Advertising COvers no salaries or supplies' 
but does include the total space cost of advertising in 
newspapers, the cost of preparing mats at the central 
office, the total cost of printing handbills, circulars, 
catalogs, and other printed materials, the cost of special 
rider tickets bearing the firm's trade-mark or name and 
attached to merchandise, and the space cost for maga­
zine advertising. 

Allowances received from manufacturers for space 
actually used are credited to this account in order to 

arrive at the total net advertising cost for the cbain; 
but note that allowances not in compensation for space 
actually used are included with discounts and allow­
ances. 

Insurance. Insurance expense includes all insurance 
costs except insurance on real estate, which is treated 
as part of tenancy cost. It includes amounts set aside 
for self-insurance. 

Taxes. Taxes includes all taxes borne directly by the 
chains except taxes on real estate, which are included 
in tenancy costs, and Federal taxes on income. Where 
sales taxes are collected directly from customers in the 
form of additional charges and later passed on to the 
government, they are not included in sales or in expense. 
In'most states, however, no such provision for special 
collection was made in the law, the ta.x being levied 
either at a flat rate or at a graduated rate upon the total 
sales volume. Therefore, in most cases, reporting chains 
operating stores in sales tax states were able to shift the 
burden of the tax to consumers only by increasing thei r 
mark-ups. The amounts collected in such cases are, of 
course, included in the net sales figure, and the sales tax 
expense in such cases is included in taxes. It is recog­
nized that this method of handling sales taxes, dictated 
by expediency, is subject to some criticism. The error 
resulting from the inclusion of the additional amounts 
in the net sales figure used as a base for percentage 
computation is small, however. 

InleresJ. In order to obtain comparability hetween 
businesses using different methods of financing, interest 
at the rate of 6% on the average net worth is considered 
as an expense, along with interest actually paid, less 
interest aru:l dividends received. Interest at 6% on 
real estate equity, and mortgage interest, are included 
with tenancy expense; while the item interest includes 
interest at 6% on net worth exclusive of real estate, 
leaseholds, and goodwill; plus interest paid, otber than 
mortgage interest; less the amount of interest and 
dividends received. 

TokU Expense Including Interest. Total expense 
including interest is the complete cost of doing bUSiness, 
comprising, in addition to the usual outlays and charges, 
salaries of executives, proprietors, and partners; rent.:'l.l 
cbarges for owned real estate; and interest on owned 
capital. 

Net Profit. Tbe above procedure with respect to 
interest leads to a narrow definition of net profit as 
a theoretically residual Sum over and above all the 
economic costs (as distinguished from the accounting 
or business costs) of carrying on the chain's merchan­
dising operations, including interest on invested 
capital at either cost or 6%. 

Net Other Income. Net other income has three 



component parts: net profit or loss from real estate' or combined dollar figures for groups of chains, while 
operations; interest on net worth other than real estate; other typical o~ summary figures are median or rangE: 
and other revenue, net. In the first'of these are included data based on percentages computed for each firm 
net profit or loss on owned real estate not used in the individually. 
business, interest previously charged as expense on the ' The averages based on dollar aggregates manifestly 
investment in owned real estate used in the business, • are weighted according to sales volume. They do not 
profit or loss on real estate which has been sublet, and afford good year-to-year comparisons unless only identi­
the profit or loss of any subsidiary real estate holding cal firms are used, since the averages are substantially 
companies. Under interest on net worth is credited affected by the omission or addition of one or two la~e 
back the interest at 6% on the average net worth firms. 
(excluding real estate) previously included as an operat- The median figures give equal weight to each chain, 
ing expense in arriving at the net profit on merchan- irrespective of sales volume and number of stores. The 
dising operations. Miscellaneous revenue, including median is the middle figure in an array of percentages 
receipts from the sale of salvaged materials, profits on listed in order from the smallest to the largest. Thus, 
any wholesaling or manufacturing business done with in the third column of Table 5, where the gross margin 
outsiders, and income from weighing or vending ofstraightgrocerychainsisstatedas20.44%,this means 
machines and pay telephones, is added under other that when the gross margin percentages for all 13 chains 
revenue, net. were arranged in order from the smallest to the la~est, 

Nu Gain. To arrive at the tinal net gain or net 20.44%wasthepercentagewhichstoodatthemid-point­
business profit, net other income is added to the net ,The range figures given in the last two columns of 
profit. Therefore the net gain figure, while not afford- Table 5 indicate how closely the middle 50% of the 
ing, from a statisti~standpoint, so valid an interchain percentages in the array for any item grouped them­
comparison as the net profit figure, may be taken as selves around the median. A narrow middle range 
roughly approximate to net business profit in the com- indicates close concentration around the median figure; 
monly understood sense. Net gain is expressed both as and the closer this concentration, the more reliable and 
a percentage of net sales and as a percentage of the more nearly representative is the median figure. In 
average net worth. The use of the average net worth the interpretation of the median figures it should be 
as a base for this figure introduces the complication of noted that because of their statistical nature the medians 
differing policies in regard to investment, particularly for the individual items of expense ordinarily will not 
in assets requiring considerable capital, such as real add to the median total expense, and the median net 
estate. Where a chain owns many of the store sites profit as a rule will not correspond precisely to the 
and/or buildings used, either directly or through a difference between the median gross ma~ and the 
subsidiary real estate corporation, the total average median total expense. The same conditions hold true 
net worth is large in proportion to the net sales volume, of the middle range figures. 
and as a result the rate of return on invested capital is InformntUm OmiUed or N 01 Comparabk. A careful 
low as compared with that for a chain owning little or effort was made to get complete and fully comparable 
no real estate. reports from all chains, but in a number of instances 

Rak of Stock-tum. The rate of stock-tum, or rapidity this was not possible. 
of merchandise turnover, is calculated by dividing the Where information was not reported, or was not 
cost of merchandise sold by the average inventory at comparable and could not be made comparable, median 
cost. For chain enterprises the average total inventory figures were based on the comparable data available. 
includes merchandise both in stores and in warehouses, This involved no important complications. In prepar­
plus other minor items noted earlier in defining net ing medians each chain's experience received the same 
inventory of merchandise. Stock-tum figures of two weight':' each other chain's experience, and it was a 
types were computed for this study: the first, available simple matter to omit one or two figures. Unless only 
for practically all chains, was based on the average of a few reports were available, or unless there was sub­
the beginning and ending total chain inventories (store stantiaI dispersion among the figures reported, this 
and warehouse inventories combined); and the second, normally would not have any important effect on the 
available for part Of the chains only, was based on store median. 
inventories alone. Only total chain stock-turn figures More difficulty was enoountered in the preparation 
are published in this report. ' of the averages based on aggregates of dollar figures. 

Types ofA ...... ge Used. Some of the operating results Here, if complete reports were not avai1able for aU 
included in this report (Ire averages based on aggregate firms, it was not possible to arrive at correct dollar 
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aggregates or to compute correct percentages from the 
dollar aggregates; and hence, speaking strictly, one 
could not simply omit a finn's data for one item of 
expense unless that firm's data for all items were 
omitted. To avoid this latter alternative in cases where 
reports contained only minor, or a few, shortcomings, 
one or the other of two practical expedients was adopted. 

Where the omission, or lack of comparability, con­
cerned an item of small importance, or a relatively small 
chain (which, of course, would have small weight), the 
omission was overlooked, the dollar aggregate figure 
was built up on the basis of all firms which did report, 
and in computing the percentage the total dollar aggre­
gate thus arrived at was divided by the dollar sales for 
all finns. In such cases, the dollar expense and the 
percentage expense for the item in question were under­
stated, but the understatement was deemed to be not 
serious. Such figures are indicated in the tables by 
daggers (t). 

Where the figure omitted, or not comparable, was of 
more importance, so that tbe procedure just described 
would lead to serious error not only in the figure for the 
individual item but also in those for other items, such 
as total expense or net profit, or where the dollar 
amount involved was large, the Bureau prepared an 
estimated dollar figure for the chain which did not 
report. Such estimates were based on the fIgures 
which were reported by the chain concerned, amI also 
upon the experiences of other similar chains which 
supplied complete information. They were employed 
occasionaJly in the case of interest, both the expense and 
the offsetting credit, for chains which did not report 
balance sheet data adequate for the computation of net 
worth. 

Classification of Expense. Expenses are classified on 
the usua.l so-callen "natural" hasis as follows: salaries 
and wages; tenancy costs, including amortization or 
depreciation of major improvements; depreciation of 
fixtures and equipment; light, heat, water, power, and 
refrigeration; transportation purchased; supplies; ad­
vertising; insurance; taxeR; miscellaneous expense; and 
interest. !l.1iscrllancous expense includes communica­
tion, travelling, professional services, and unclassified 
expense. 

Such aclassification indicates the type of expenditure 
but cioes not indicate for what activity or function of 
the business the expenditure was incurred. Therefore, 
for the firms reporting sufficiently detailed figures, 
average percentages are presented, also, for expenses 
subdivided according to a roughiy functional classifica­
tion into Hstore" expense and "administrative,generai, 

warehouse, and transportation" expense. Several de­
tailed aspects of this classification have been described 
in connection with the definition of salaries and wages, 
and other aspects are C\~rlent from Table 9, page 20. 

It should be noted especially that all advertising ex­
pense, all taxes except those on real estate and Federal 
taxes on income, and transportation expense incurred 
in moving goods from warehouses to stores are included 
with een tral office or overhead expense; and that interest 
is not included with either store expense or other eX­
pense, but is placed in a category entirely separate. 

50 

For other groups of chains whicb reported in sufficient 
detail, gross margin, store expense, and store profit 
(before allocation of central office overhead) are given 
for straight grocery stores, for the grocery sides of 
combination stores, for straight grocery stores and the 
grocery sides of combination stores combined, and for 
the meat sides of combination stores. 

Distribution of Expense. ~o definite rules were Ia.id 
down for the distribution, or allocation, of expense 
between the grocery and meat sides of combination 
stores. It was felt that the divergence of practice 
among chains was so great that such rules would have 
involved substantial hardship and perhaps woul<l have 
discouraged firms from reporting figures. The Bureau 
indicated, however, that wberever possible expense 
should be charged directly to the respective sides; that 
tenancy, light, heat, water, power, and refrigeration 
might be charged on a square foot basis; and that otber 
expenses might be allocated on the basis of sales. 

Goal Figures. As is described in the body of this 
report on pages 9 and 43, the so-caJled "goal" figures 
presented for several groups of food chains are based on 
tbe operations of the most profitable firms in each 
group and are offered as standar<ls of operating 
efficiency. The name '4goal" has been taken over ,from 
the department store field where it is well cstablishe<l. 

Manufacturing and Wlwlesaling. Where there were 
any substantial sales at wholesale to out..iders, whether 
of goods manufactured by the chain or goods bought for 
resale, all figures relating to these operations were ex­
cluded from the operating 'statement (except that any 
net profit or loss from them was carried to other income) 
and listed separately on the balance sheet. Goods 
transferred from a manufacturing department to the 
chain were transferred at cost, the appropriate amounJi. 
being included as purchases. This cost reflected expenctr­
tures and charges for materials, labor, supplies,deprecia­
tion, interest paid, interest at 6% on the equity in 
inventory, plant, and equipment, and other items, but 
no profit. 



BUREAU OF BUSINESS RESEARCH: BULLETINS IN PRINT-Continued , 
DRUG - WHOLESALE 

No. SO. Operating Expenses in the Wholesale Drug Business in 1924 . ............... .................. SO cents 
No. 46. Operating Expenses in the Wholesale Drug Business in 1923 . ............................... 0.. 50 centl 

DRY GOODS - WHOLESALE (Southern) 
No. 45. Operating Expenses in the Wholesale Dry Gooda Business in the South in 1923. . . . . . . . . . . . . . . •. 50 cent. 

GROCERY - RETAIL (See also CHAIN STORES) 
Operating Expenses in Retail Grocery Stores: 1924, No. 52; 1923. No. 41; 1919, No. 18 .............. SO cents each 
No. 13. Management Problems in RetaU Grocery Stores (1918) . ...................................... SO cents 
No. 5. Expenses in Operating Retail Grocery Stores (1914) . ........................................ 50 cents 
No.3. Operatin& Accounts for Retail Grocery Stor .. (reviled edition -1922) .................•..•.•.• 50 cents 

GROCERY - WHOLESALE (Seo also CHAIN STORES) 
No. 55. C .... on Merchandiae Control in the Wholeaale Grocery Busine .. (1925) ...•...•...... (In cloth) SO cents 
Operating ExpcnaeII in the Wholesale Grocery Business: 1923, No. 40; 1921, No. 30; 1919, No. 19 ..... SO cents each 
No. 14. Methods of Paying Salesmen. and Operating Expens9 in the Wholesale Grocery Businc9I in 1918. 50 cents 
No.9. Operating Expenees in the Wholesale Grocery Busineos (1916) •............................•.. SO cent. 
No. 8. Operatin& Aceoun .. for Wholeaale Grocen (reviood edition -1920) •.........................• 50 .... ts 

GROCERY-MANUFACTURERS . 
No. 79. Marketinll Expenees of Grocery Manufacturers for 1927 and 1928 ..............................• $1.00 
No.77. Marketing Expenses of Grocery Manufacturers for 1927 ........................................ $1.00 
No. 69. Marketing Expen.e Classification for Grocery Manufactur~s (1928) ....•.•...........• '. . . . . . . . .• $1.00 

~DWARE-RETAIL 
No. 21. Operating Expenses in Retan Hardware Stores in 1919 ....................................... 50 cents 
No. lL Syatem of Operating Accounts for Hardware Retailers (1918) •••.•.......•.•...•.•......•..... 50 cents 

JEWELRY - RETAIL 
No. 76. Operatinll Re.u1 .. of RetailJewelry Stores for 1927 ............................................. $1.00 
No. 65. Operating Expen ... of Retail Jewelry Storeo in 1926 ........................................... $1.00 
Corresponding Bulletins {or earlier yeara: No. 58, 1925; No. 54, 1924; No. 47, 1923; No. 38, 1922; No. 32. 1921; 

No. 27, 1920; No. 23, 1919 ....................................................... 50 cents each 
No. 15. Operatinll Aeeounts for Retan Jewelry Stores (1919). .. .. .. .. .. .. .. . . . .. .. . .. . .. .. .. .. .. . .... 50 cents 

LABOR 
No. 25. Labor Terminology (1921). • . • . . . . .. .. • .. .. .. .. .. .. .. • .. .. .. . .. .. .. • .. .. . . .. . ... (In cloth) 50 cen .. 

PAINT AND VARNISH-WHOLESALE 
No. 66. Operatinll Expenaes in the Wholesale Paint and Varnish Businesa in 1926 ......................... $1.00 
No. 60. Preliminar)' Report on Opelatine Expensea in the Wholesale Paint and Varnish Businea in 1925. SO cents 

PLUMBING AND HEATING SUPPLY-WHOLESALE 
No. 72. Methods of Departmentizing Merchandise and Expense Figures for Plumbinc and Heating Supply 

Wholesalers (1928) ..................................................................... $1.00 
No. 71. Operatin& Expena .. of P1umbinc and Heatin& Supply Wholesalers in the Central States in 1927 ..••.• $1.00 

PRIVATE SCHOOLS 
No. 62. Operatin& Expeaaes of Private SchooIa for the Year 1925-26 ••...••................••.••••...• SO con .. 

PUBLIC UTILITmS 
No. 68. Interstate Transmission of Power by Electric Light and Power Compani .. in 1926 •••••.••.••••••.• $1.00 

SHOE - RETAIL (See also CHAIN STORES) 
No. 59. Cues on Merc:handise Control in Women', Shoe Departments oC Department Stores (1926) . ........ $1.00 
Operatinc Expensea in Rd:ail Shoe StoreI: 1923. No. 43; 1922, No. 36. 1921. No. 31; 1919. No. 20 ..... SO emu each 
No. 10. Management Problems in Retail Shoe Stores (1913-1917) . ................................. .. SO cent! 
No.7. Syatem of Stock-keeping for Retan Shoe Stores (1922). . . . .. .. . ............................. 50 .... ts 
No. 2. Operatinll Aceoun .. for Retail Shoe Storeo (reviled edition -1917) •.......•.................. SO cen .. 

SHOE - WHOLESALE 
No. 6. Syatem of Aceounta for Shoe Wholesal"", (1916). • . • • • .. .. .. .. . .. . . .. .. . .. . . . . .. .. .. .. .. . . .. 50 .... ts 

STATIONERY AND OFFICE OUTFITTING-RETAIL 
No. 80. Operatin& Results of Retail Stationen and Office Outfitters in. 1928 .............................. $1.00 
No. 67. Operatin& Expenaes of Retail Station ... and Ollice Outfitters In 1926 ............................. $1.00 

TEXTILES (See al"" COTTON) . .• 
No. 56. Distribution of Teztiles (1926) ..................................................... (In cloth) $1.00 

WALL PAPER - WHOLESALE 
No. 73. Operatln& Ezpema of Wall Paper WhoIeaa1ers in 1927 ......................................... $1.00 


