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FOREWORD 

This report on the margins, expenses, and profits of department and specialty 

stores in the three Pacific Coast states of Washington, Oregon, and California has been 

prepared to make publicly available, for the use of students, business men, and others, 

data indicating how the operating results of department and specialty stores in these 
states differ from the average results for the United States as a whole. 

With a few exceptions the data on which this bulletin is based were used also in 

preparing the Bureau's Bulletin No. 100, which gives nation-wide common figures for 

department and specialty store operating results in 1935. The cost of the extra work 

!lone in connection with the present bulletin, however, was met entirely from a fund 
gathered by the San Francisco Bay Cities Controllers' Group which is affiliated, through 

the Controllers' Congress, with the National Retail Dry Goods Association. This fund 

was contributed by the Retail Dry Goods Association of San Francisco; the Retail 

Controllers' Association of Los Angeles; the Portland Controllers' Group; the Seattle 

Controllers' Group; the San Francisco Bay Cities Controllers' Group; the Retail Mer

chants Association of Oakland; Meier and Frank, Portland, Oregon; and Bullock's, 
Los Angeles, California. The Bureau appreciates deeply the assistance which these 

contributors have given. It wishes to thank, also, the seventy-four firms in Washington, 
Oregon, and California which reported their figures for this study; and the National 

Re.tail Dry Goods Association, which made possible the Bureau's nation-wide survey 

of 1935 operating results. 
These department and specialty store surveys are part of a wider program of 

research in the cost of doing business among retail and other trades which is conducted 
by the Harvard Business School as one of its efforts toward assembling reliable and 

timely information for use in teaching. 
The present 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. 

Boston, Massachusetts 

July, 1936 

iii 

MALCOL14 P. McNAIR, 
Direclor of Research 
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OPERATING RESULTS OF DEPARTMENT AND SPECIALTY 
STORES IN THE PACIFIC COAST STATES: 1935 

GENERAL INTERPRETATION AND COMMENT 

The margins, expenses, and profits of department 
stores in the three Pacific Coast states of Washington, 
Oregon, and California are summarized in Tables I, 2, 
and 3· Table 2, following the arrangement adopted in 
the I934 report, gives detailed statistics ·on merchandis
ing operations, and on earnings, for the six sales-volume 
groups into which it was possible to divide the reports 
received from department stores. Table 3 presents 
common figures for expense by natural divisions for 
these same six groups of stores. 

More detailed infoxmation on expenses for two of the 
six volume groups appears in Table 4 and Table 5 where 
common figures are given for expenses classified by both 
natural divisions and functional and subfunctional 
divisions. Table 7 presents statistics on the average sale 
and on margin, expense, and profit in cents per trans
action for eight of the nine Pacific Coast stores with 
sales of $4,000,000 to $2o,ooo,ooo, together with corre
sponding percentage data for the same stores. Trans
action figures are new to these (i.e., the West Coast) 
studies this yeax. 

In Table I, the information for two of the six groups 
is shown arranged according to the form of income 
statement approved by the Board of Directors of the 
National Retail Dry Goods Association on May I4,I935· 
This form of statement can be used only where expenses 
by functional divisions are available. Since the data 
received from Pacific Coast department stores with 
sales of less than $2,ooo,ooo in I935 did not permit the 
setting of reliable common figures for expenses by 
functions, Table I could not include data for stores 
with sales of Jess than $2,ooo,ooo. 

Many of the statistics for Pacific Coast stores neces
sarily have been based on relatively small numbers of 
reports, and for that reason care should be taken in 
using them. In some instances the common figures 
might have been different if a larger number of reports 
had been available. This word of warning is interjected 
even though, as is shown on page I 7, the total sales of 
the firms reporting for this study amounted to more 
than 37% of the sales of all department and specialty 
stores in the three Pacific Coast states in I935· Some 
lack of stability is to be expected always in dealing with 
average figures for limited geographical areas where the 

I 

total number of firms is limited. 1!1 general, however, 
the figures for the West Coast stores presented in this 
bulletin follow closely the nation-wide averages for I935 

Table 1. Operating Results for Department Stores 
in the Pacific Coast States in 1935 According to 

the Forrn of Income Statement Approved by 
the Board of Directors of the National 

Retail Dry Goods Association 

Items 

Number of Reports Giving Functional 
Data ........................... . 

Number of Reports Giving Other Data .. 

Index of Change in Sales (1935/1934) .•. 

SALES .....••...••.....••....•....... 
Less Returns (and allowances) ...... . 

NET SALES ....•••.•.•••••.•••••..••• 

MERCHANDISE CosTS 
Inventory- First of Period ........ . 
Purchases (including inward freight, 

express, and truckage) ..........•. 

Less Cash Discounts ............... . 

Workrooms (and alteration costs) ..•. 
Occupancy ...................•••... 
Buying, Receiving, and Marking ..... 
Publicity ...........••...•.......•. 

Less Inventory- End of Period •... : 

Net Sales less Merchandise CostS ...... . 

OPERATING CosTS 
Administrative .........•........... 
Selling ...........•..........•..... 
Delivery .••.....••................ 

0P£BATING lNCOKE OR Loss .......... . 

0rHER !NCO >IE ••••••••••••••••••••••• 

NET PRoFIT OR Loss (before Federal Tax 
on Income) ..................... . 

Sales Volume Groups 

$•.ooo.ooo-l$4-.ooo-
•• ooo,ooo 20,000,000 

10 9 nt 9 

ro8.o rog.o 

109-4% 112.3% 
9·4 12.3 ---

roo.o% 1oo.o% 

16.2% 15-7% 

67.2 65.65 

83-4% 81.35% 
•·55 3·0 

8o.85% 78·35% 
0-35 0-55 
7-15 8.3 
3·85 4·8 
5·•5 4·95 

98.o5% 96.95% 
16.9 16.7 

81.15% 8o.•5% 

18.85% 19-75% 

7.85% 7-5% 
9·05 9·7 
1-35 1-45 

18.25% 18.65% 

0.6% 1.1% 

2.6 3·4 

3·•% 4-5% 

t Some of the reports covered the operatioDI of more tbaa one store. 



published in Bulletin No. xoo, which were based on 
m.uch larger samples. There seems to be little reason 
for questioning the esse,ntial reliability of the figures in 

this bulletin, but if a larger number of stores in th~ 
Pacific Coast states can report in the future the 
resulting data will be still more trustworthy. 

Table 2. Merchandising Statistics and Profits for Department Stores in the Pacific Coast States, 
by Sales Volume Groups: 1935 

(Common Figures; Net Sales=1oo%, except where noted) 

Sales Volume Groups 

n .... 

I I I 
I $•,ooo,ooo-l $4,ooo,ooo- . Less than $150,ooo- $JOO,ooo- $soo,ooo-

$l,SO,ooo JOO,OOO soo,ooo 2,000,000 4.000,000 20,000.000 

Number of Reports .•...............•...•...........•... 13t 6t 7 7 ut 9 

Aggregate Sales (in thousands) ...................•...•... $1,596 $1,639 $2,585 $6,56o $4o,481 $8•,555 
Typical Net Sales per Store (in thousands) ........•....... $100 $240 $340 $850 $2,650 . $8,000 
Index of Change in Sales (1935/1934) ......... • · · · · · · · · · · · 104·5 toS.o IJ4-0 xu.s xo8.o xog.o 
Population of City (in thousands) ............•........... 1ot 2ot 40 6o 300t 700 

Initial M.;,k-up (% of original retail value) on Invoice Cost 
Delivered .......................................... • • • 37-4%t 38-3% 39-8% 

Mark-downs ...•...............................•....... • • • • • 5-5% 
Discounts to Employees and Others ......•......•........ • • • • • o.8 
Stock Shortages ........................•.•............. • • • • • x.os 

--
Total Retail Reductions ...............................•. • • • 7-45%t 7-7% 1·35% 

Inward Freight, ~ess, and Truckage ...•.........•.•••. 1.8% 1-45% 1.4_%t • 1.35% 1.2% 
Alteration and Wor oom Costs (Net) ........... · .....•.•. • o.6 o.5t 0-45% 0-35 0-55 
Cash Discounts Received on Purchases (%of sales) .•••..•. 2.0 2.85 2-75 2.3 2.55 3·0 
Gross Margin ......•...•.........•...•••.......•.••.... 30·3 33·8 34·7 34·6 35-7 37·8 

Total Merchandise Costs (Net) .........•...........•.... 69-7% 66.2% 65.3% 65.4% 64-3% 62.2% 
Total Expense ...............•.....................••.. ao.o 34·7 33-3 32-3 35·1 36·7 

-- -- -- -- -- --
TOTAL CosT .•.............•.....•..•.................. 99·7% 100.9% 98.6% 97-7% 99·4% 98-9% 

NET PB.OP'IT ox Loss ................................... 0.3% L.o.9% 1-4% 2-3% 0.6% 1.1% 
Net Other Income (including interest on capital owned) ..... 2.2 J.S 2.9 3·2 2.6 3-4 -- -- -- -- -- --
NET GAIN before Federal Tax on Income: 

Percentage of Net Sales .........•...••................ 2-5% 2.6% 4J% 5-5% 3-2% 4·5% 
Percentage of Net Worth ............•••...•........... 5-0 5-0 9·5 8.3 7·3 

Federal Tax on Income •......•.........•...•........... • • • 0.9%t o.5% o.6% 

NET GAIN after Federal Tax on Income: 
Percentage of Net Sales .......•.......•...•...•.•...•. • • • 4-6~t 2-7% 3·9~ Percentage of Net Worth .............................. • • • 8.o 7-0 6.4 

Rate of Stock-tum (times a year): 
Based on Beginning aod Ending Inventories .•...•.•..... 2.2 2.6 3·8 3·8 3.85 3.85 
Based on Monthly Inventories ......................... • • • J.Jt 3·4 3-7 

Returns and Allowances: 
Percentage of Gross Sales . ............................. • • • • 8.6% 10.95% 
Percentage of Net Sales .................•...•.•....... • • • • 9·4 12·3 

% Cash Sales ......•.•...•...•...•.....•....•..•.•..... } • • • 
} 

34·7% 
%C.O.D. S4es ........................................ 6I.o%t • • • 46.o% 4·3 
~ Charge Sa es ........................................ • • • } Installment Sales ......•...•...•..•..•........•...... 39-0t • • • 54·0 61.0 

~of Firms Earning Some Net Profit ..••.....•....•.•..•. 53.8% 33-3% 71-4% 71-4% 72-7% 66.7% 
0 of Firms Earning Some Net Gain ...................... 84-6 83-J 85.7 IOO.O IOO.O IOO.O 

• Data not available. f Figures for this item were given 'on Jeu than 75% of the reports used. 
t ~me of the reports covered the operations of more than one store. In auch cues, the population of the city In which the main a tore waalocated WB~ used 

In preparmg the common figure for population. U the locations of the branch atores bad been considered, the common figure for population would ha.ve bccD ahghtl)' 
lower. 



Comparison with National Averages 
In Table 6 common figures for the several groups of 

Pacific Coast department stores are ammged fo~ con
venient comparison with corresponding common figures 
representing the typical performance for stores of similar 
size in the entire United States. The United States 
figures in this table for stores with sales of Ssoo,ooo to 
$2,ooo,ooo are weighted arithmetic averages of the 
respective figures in Bulletin No. 100 for stores with 
sales of Ssoo,ooo to $75o,ooo, $75o,ooo to $1,ooo,ooo, 
and $1,ooo,ooo to $2,ooo,ooo. Similarly the United 
States data in Table 6 for stores with sales of $4,ooo,ooo 
to $2o,ooo,ooo are weighted arithmetic averages of 
those in Bulletin No. 100 for department stores with 
sales of $4,000,000 to $1o,ooo,ooo and $1o,ooo,ooo to 
$2o,ooo,ooo. 

Examination of this table indicates that the Pacific 

Coast stores in 1935 typically had higher percentages of 
increase in sales, higher rates of initial mark-up and 
gross margin, and higher rates of profit. These higher 
rates of profit are evidenced iD the figures for net profit 
or loss on merchandising operations (after including 
interest as an expense), by the figures for net gain or net 
business profit as a percentage of net sales and as a 
percentage of net worth, and by the percentage of 
profitable firms to total firms. Similar statements were 
true for 1934. In other words, department store 
operations in the three Pacific Coast states in 1934 and 
1935 on the whole were more satisfactory than they 
were typically in the rest of the United States. 

Sales and. Mark-up 
The advantage enjoyed by 'the Pacific Coast depart

ment stores in the form of higher rates of increase in 

Table 3. Expenses by Natural Divisions for Department Stores in the Pacific Coast States, 
by Sales Volume Groups: 1935 

(Common Figures; Net Sales= xoo%, except where noted) 

Sales. Volume Groups 

Items 

I I I 
Less than $rso,ooo- $JOO,ooo- Ssoo,ooo- I $>,ooo,ooo-l $4,ooo,ooo-
$15o,ooo 300,000 soo,ooo 2,000,000 4,000,000 20,000,000 

Number of Reports ..................................... 13t 6t 7 7 ut 9 

Aggregate Sales (in thousands) ........................... $1,596 $r,639 $2,585 S6,56o $40,481 $82,555 
Typical Net Sales per Store (in thousands) .. , .. ; , ......... $roo $240 $340 $85o $2,650 $8,ooo 
Index of Change in Sales (1935/1934) ..................... '04·5 xoB.o II4.0 112.5 xo8.o IOCJ.O 
Population of City (in thousands) .................. , . , ... 1ot 2ot 40 6o JOOt 700 

Total Pay Roll ......................................... 16.2% tS.S% 18.9% 17.0% 16.75% 18.4% 
Real Estate Costs (See Appendix, page 19) ..............•. 3.65 4·2 3-5 2.9 4·4 4·6 
Newspaper Advertising .... .............................. • • 2.2 • J.45t 2-95 
Direct Advertising ..... ................................. • • } • o.x5t 0.3 
Other Advertising . ..................................... • • 0-75 • o.35t 0.25 
Total Advertising (subtotal) ..... , ....................... 2.6 2.8 (2-95) 3·8 (3-95) (3-sl 
Taxes (See Appendix, ~age 19) ........................... o.6 0-55 0.7 o.6 0-55 0-55 
Interest (except on rea estate) .................... ~ ...... 2-35 3·0 2.0 ~.25 2.2 2.2 
Supplies ............................................... 0-7 0-75 I.O '·35 1.6 1-9 
Service Purchased . ..................................... o.Bs o.B 1.1 o.85 1.65 '·3 
Unclassified: Losses from Bad Debts ...................... 0.3 0.4 0,1 0-55 0.5 o.os•• 

Other ............. , ....................... o.S 0-4 0-7 o.6s 0.7 0.9 

~~~~~c'S:ti~~:::::::::::::::::::::::::::::::::::::::: o.35t 0.3 0.3 0.3 o.35 0-45 
0.3 0-55 0.5 0-45 0-45 0-55 

Repairs ............................................... o.xt 0.4 0.3 0-35 o.35 0.3 
Insurance (except on real estate) ......................... 0.5 0.5 0.4 0-4 0-35 0-3 
Depreciation (except on real estate) ....................... o.6 I.O o.65 0.4 0-75 1.15 
Professional Services (See Appendix, page 19) .............. o.1t 0.25 0.2 0-45 ~ ~ 
TOTAL EXPENSE ... ..................................... 3o.o% 34·7% 33-3% 32·3% 35•1% 36-7% 

Sales per Square Foot of Total Space ........... , ......... • • $x5.oo • $14-40 $x8.5o 
Real Estate Costs per Square Foot of Total Space .......... • • o.53 • o.63 o.Bs 

Sales/Total Number of Employees ............ , ........... • • • • $6,200 $6,150 
Sales/Number of Selling Employees ....................... • • • • 11,000 14,300 

Losses from Bad Debts(% of charge sales) ................ • • • • 0-95% • 
• Data not availnble. t F1gures for th1s1tem were giVen on Jess than 75% of the reports used. 
t Some of the reports covered the operations of more than one store. In such cases, the popuJation of the city in which the main store was located was used 

tn preparlns: the common fis:ure for population. If the locations of the branch stores had been considered, the common fis:ure for popu1ation would have been slightly 

,ower.•• This common figure resuJts in part from the fact that in several C8le5 recoveries exceeded losses from bad debts. 
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Table 4. Pay Roll and Total Expense by Functions sales as a rule amounted to from '%to 9% of 1934 salest 
for Department .Stores in the Pacific Coast States . judging by the expenenees of the tiU. group!J of stollls 
with Net Sales of $2,000,000 to $20,000,000• by represented in Table 6. · . . 

Sales Volume Groups: 1935 Data for the three groups of &to1'6 for.whicll co!l1pari-
(Common F~; Net Sales • Ioo%) sons are available show that initial wark-up percentag¢s 

Sa.k!l Volume Groupo 

ltcma . $•,ooo,aoo-j14,ooo,-
4.000.000 tQ,OCXJ,ooo 

' 
Number of ~eports. , .•....•.••.• , .... IO . 9 
PAYROLL 

Administrative and General· -
o.8%f' Executive •. ; ....•. ;, ..... ., ... .' .. o.6% 

. Accounting Office ....•...... , ....•. o.ss 1;0 
Accounts Receivable and Credit ..•. 0·75 o.8 
Executive Office ................•. }.~ o.os 
Superintendency and General Store. o.8 
Total Administrative and General .. 3·15% 3·25% 

Occupancy . 
Operating and Housekeeping ........ 0·95 I,l 
Heat, Light, and Power ........... o.o o.ost 
Total Occupancy .• : • ...•..•..•.•. 0·95% 1.15% 

Publicity · 
Sales Promotion and General Adver-

tising ...... , ..• ~, .•...... , .... 0.4 0.45 
Display ..•......•....•.• ·~ ••.•... 0.4 0-35 
Total Publicity ...•.....•..•.•.•.. 0.8% o.S% 

Buying and Merchandising 
· Merchandise Managers and Assist-

o.35f ants .•••.•............•....... o.ss 
- Buyers and Assistants ............. i.:z5t 2.55 

Receiving and Marking ...••••.... } o.65 0,5 
Other .•.•... , •..............• ~: ••. . 0,35 
Total Buying and Merchandising: .. 3·25% 3·95% 

Direct and General Selling 
Salespeople ••............••••••.. 7-2 6.8 . Floor Superintendents and section 

Managers .................. , .. 0.2t' Q.4S 
Other ........... -.· .•.•........•.. 0.9f . loS 

To~ Direct and General Selling ... 8.3% 8.7s% 
Delivery ..................... : ..... 0-3 0-5 
Total Pay Roll ....... : ............. 16.75% 18.4% 

TorAL ExPENSE 
Administrative and General 

Accounting Office; Accounts Receiv-
able, and Credit .. : . .. _ .......... 

Executive and Other Administrative 
2-7% 2-4% 

and General ................... 5·15 ~ 
Total Administrative and General .• 7.85% 7-S% 

Oceupancy 
Operating and Housekeeping .•..... 1·.55 1.65 
Reat Estate Costs (See Appendix, 

page tp) ....................... 4-4 4·0 
Fixtures and Equipment Costs. . . • . . l.t l-55 
Heat, Light, and Power •..•.•...•. 0.7 o.s 
Total Occupancy, •••••.•.•...• : •• 7-75% 8.3% 

Publicity . . . 
Sales Promotion and General Adver-

tising .•.•••••.••••••..•.•.•••. 4-6 4·35 
Display .......................... o.6s 0.6 
Total Publicity ................... 5·25% 4·95% 

Buying and Merchandising .•.••.•... 3·85 4-8 
Direct and General Selling ..•.••.•.•. 9·05 9·7 
Delivery .......................... 1.35 1-45 
Total Expense ......... _ ............ 35·1% 36-7% 

· t FJ~URS fm thla item- civeD oa less than 75% of the report& Uled. 
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were higher in the Pacific Coast states than elsewhere 
in the oounUy in 1935 aa· they were in 1934. It is not 

· surprising that inward freight, erpre!Js, and truckage 
wa1 higher in percentage of sales for the. West Coast 
stores. Those stores, of course, are located at a sub
sta.ntia.l.distance from the eastern marke~- from which 
much of the merchandise handled must . be shipped . 
Initial mark-up, however, is figured on delivered prices, 
and it is interesting that it should be higher on the· 
Pacific Coast than in other parts of the country;' 
especially since retail reductions. were· lower on· the 
Coast according to the typical experi;nces for all three 
groups of stores for which figures on reductions are 
given in Table 6. As a result of their higher mark-ups~ 

. whiclt w~e not offset by higher reductions, the Pacific_. 
Coast stores showed an advantage in the percentag~· 

c of gross margin earned over the percentages typically . 
achlevftd bY, stores of similar size in other parts of the : 
United States. Incidentally, this higher rate of margin 
occurred in spite of the fact that cash discounts typica,tty : 
were lq.wer in percentage of sales for the West Coast 
stores. · · . · · ' . · 

· Expense by-Natural Divisions . 

When the individual items of expensu wver.;d by 
Table 6 are eu.mi.rt~d in detail, it is ~ten that there wa!1 ... 
no consistent tendency for total pay roll expense ~o be 
either hig1ier or lower on the Pacific Coast than else~ 
where, but that real estate costs were lower in percentage 
of sales for five of the six groups of stores, while adver
tising ~xpenseS were higher for five of the six groups. 
Taxes (excluding taxes on real estate and Federal income 
taxes) were higher for {our of the six groups of West. 
Coast stores; .and interest also was higher for four of· 
the six groups.· Both facts probably reflect tO some · 
degree the lower rates of stock-tuin typically rep(>rted. 
by those stores according to Table 6. For reasons not 
indicated, percentages of supplies a.nd travelling ex• 
penses tended to be lower on the West Coast; communi
cation expenses to be lower, or no higher; repairs and 
depreciation expenses a trilie lower; and insurance no 
higher. 

As regards pay roll, real estate costs, advertising, 
taxes, interest, supplies, travelling, communication,_ 
repairs, and insuran~that is, for all items except· 
depreciation, which may be neglected as representing 
not an expenditure but a charge, this evidence for 1935 
confirms that {or 1934. Apparently the stores on the 



Table 5. Expenses by Natural and Functio)lal Divisions for Department Stores in the 
Pacific Coast States with Net Sales of $2,000,000 to $20,000,000, by Sales Volume Groups: 1935 

(Common Figures· Net Sales=1oo%) • 
Items I o Stores with Net Sales of 

$2,000,000 to $4,000,000 
8 Stores with Net Soles of 
$4,000,000 to $20,000,000 

Accounting Office I Executive and Accounting Office, I Executive and 
ADMINISTRATIVE AND GENERAL: 

Accounts Receivabie, Other Administrative Accounts Receivable, Other Administrative 
and Credit and General and Credit and General 

Pay Roll: Accounting Office .........•. o.8s% .... 1.00% . ... 
Accts Rec. and Credit ...•... 0.75 o.So 
Executive .....•........•... .... o.So% . ... o.6o% 
Executive Office ............. .... } 3·15% 

.... o.os 
Superintendency and Gen. Store .... 0.75 . ... o.So 3·•5% Taxes (See Appendix, page 19) ......... .... 0.54 0·54 . ... 0.52 0.52 

Interest on Mdse and Accounts Rec ..... .... 1.90 1.90 .... 1.85 1.85 

~':,!'J!~s~·, "i,;,~· ir~-;, · :B~d.· Debb: : : : 
0.14 O.OJ 0.17 0.14 0.04 0.18 - o.so o.so o.os•• .... o.os•• 

Other •..............•... 0.07 0.41; o...S O.OJ o.53 o.56 
Travellin~ .. ; ...•...••.......•....... o.oot o.os o.os o.oot 0.01 0.01 
Commumcation .•..•........•......•. 0.20 0.18 0.38 0.20 0.28 0.48 
Insurance .........................•. 0·33 0•33 .... 0.27 0.27 
Professional Services .................. 0.19t 0.15t 0-34 0.17 0.14 O.JI 

Total. ....................... ··· •. 2.70% 5·•5%t 7.8s%t 2-40%t 5·1o%t 7.so%t 

OccuPANCY: 
~tingand IFixediPiant &I Heat, Light, 

usekceping Equ pment and Power 
Coob 

<Ji::tiqand rized_Piant &I Heat, Light, 
ousckeeping Equipment and Power 

Cosu 
Pay Roll ................•........... o.95% 

4.4·~~ 
o.oo%t 0·95% 1.10% 

4:6o"% 
o.os% '·'5% Real Estate Costs (See Appendix, p. 19). .... . ... 4-40 .... .... 4·6o 

Taxes on Fixtures and Equipment .•. , .. .... O.OJ . ... o.o3t .... 0.05 .... o.os 
Interest on Fixtures and Equipment .... .... 0.29 .... . 0.29 .... 0.35 .... o.35 
Supplies .....•.....•......•..•.• : • .•. 0.19 .... O.OJ 0.22 0.16 .... o.o6 0.22 
Service Purchased ................•.•. o.oof 

~."a"o"t 
o.6s o.65 O.OJ 

~:o"o"t 
0-40 0-43 

Unclassified ...•.•.•..•.............•. 0.04 o.oot 0.04 0.04 o.oot 0.04 
Travelling ...•...•.•.•.............•. o.oot .... . ... o.oot o.oot .... .... o.oof 
Repain .••............•...•......... 0.37 .... .... 0.37 O.JO .... .... O.JO 
Insurance on Fixtures and Equipment ... .... 0.02 .... 0.02 .... 0.02 .... 0.02 
Depreciation on Fixtures and Equipment ... . 0.76 .... 0.76 . ... 1.14 .... 1.14 

Total. .....•...................... '·55% 5.so% o.7o%t 7·75%t 1.6s%t 6.•s%t o.so%t 8.30% 

PUBLICITY: Sales Promotion 1md I 
General Advertising Display Sales Promotion and I 

General Advertisinx Display 

Pay Roll ..•...............•.......•. 0.40% 0.40% o.So% 0·45% o.3s% o.So% 
Advertising .•..•.................•.•. 3·95 .... 3·95 3·50 .... 3·50 
Sup=····························· 0.20 0-25 0-45 0.31 0.26 0.57 
Unc ified .•.•••.................... O.OJ 0.00 O.OJ o.os o.oo o.os 
Travellin~ .....•...•.•.•............. o.oot o.oof o.oot o.oot 0.00 0.00 
Commumcation ..........•.•...•...•. 0.02 .... 0.02 0.04 .... 0.04 
Professional Services ....•.......•..... 0.00 0.00 0.00 .... 0.00 

Total. ............................ 4.6o% o.6s% 5·•5% 4·35% o.6o%t 4·95%t 
BUYING AND MERCHANDISING: 

Pay Roll: Mdse Mgrs and Assts ........ o.3s% o.55% 
Buyers and Assistants ....... • 2.25 •·55 
Receiving and Marking ....•. 

:}o.65 
. o.so 

Other .•........•........... o.35 
Supy,lies .....•.••...•.••...•.•.•.•.•. . 0.07 0.07 
Unc assitied ..............•........... . 0.01 0.07 
Travelling ...•.•.•.•....••........ ; •. O.JO 0-44 
Communication .......•...•........•. 0.04 0.03 
Prof. Services (See Appendix, p. 19) .••. 0.20 . . 0.24 

Total. •.•..•..•...........••...... 3.8s%t 4·8o% 
Direct and Delivery Dirc:c:t and I Delivery SELLING: General Sellinx General Selling 

Pay Roll: Salespeople .••.............. po% .... 6.8o% . . ... 
Floor Supts and Sec. Mgrs .•.. 0.20 .... 0.45 .... 
Other ....•.....••........•. 0.90 1.50 
Delivery ...............•... .... 0.30f 8.6of .... o.so% 9·•5% 

Taxes .....................•.....•... .... o.oo 0.00 .... o.oo 0.00 
Interest on Equipment .•......•...•.•. .... o.oo 0.00 .... o.oot o.oot 
Supplies ............................. 0.62 o.os o.67 0.78 0.07 o.85 
Service Purchased ....••....•...••..•. .... 1.00 1.00 .... o.85 o.85 
Unclassified ........................•. 0.13 0.01 0.14 0.17 0.00 0.17 
Travelling ........................... o.oot 

0.00! o.oo! 
o.oot o.oot o.oot 

Repairs .....••....•.........••..•... .... o.oo 0.00 .... 0.02 0.02 
Insurance ........................... .... 0.00 o.oo .... 0.01 0.01 
Depreciation .........•.•.•........... .... o.oo 0.00 o.o1f o.ort --- --- --- ---Total. ............................ 9·05% '·3S%t 10.40%t 9·70% 1-4S%t n.15%t 

rOTAL •• • •••• ••••••••••••••••••••••••. . . . . .. . .••.. .•... ....... .. . . ... . . 35.10% I· ................................ 36·70% 

t F1gures for tb111tem were llvetl on less tbiLD 75% of the reporb uaed. 
f Owin1 to the Bureau's practice of rounding off the common figures fO!' functlobAI aDd aubfunctiobAI totals to tho DCilrett .oo or .os, it il not always JQaiblo to tie 

b~ detD.ilcd expenK perctntases iato the totals exactly. Tbe error, bowever.m no case exceeds o.~% of net aales. 
•• ThiA common 6surc resulb iD part from the fact that iD acveral cues rc:c:overies acceded lotles from bad debts. 
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Item 
Nos. 

I 

2 
3 
4 
5 

6 

7 
8 
9 

10 
ll 

12 

13 
14 

15 
16 

17 
t8 

19 
20 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

37 
38 
39 
40 
41 
42 
43 

44 

45 

46 
47 
48 
49 

Table 6. Typical Operating Results for Department Stores in the Pacific Coast States, 
and in the Entire United States, by Sales Volume Groups: 1935 

(Common Figures; Net Sales= too%, except where noted) 

Sales Volume Groups 

Items Less than $150,ooo $tso,ooo-$Joo,ooo 

Pacific CoD.St I United States Pacific Coast I United States 

Number of Reports .................................... 13t 70t 6t 61t 
Aggregate Sales (in thousands) .......................... $1,596 $6,812 $1,639 $14,317 
Typical Net Sales per Store (in thousands) . .............. $100 $86 $240 $225 
Index of Change in Sales (1935/1934) .................... 104-5 100.0 toS.o 104-5 
Population of City (in thousands) ....................... tot ut >ot 23t 

Initial Mark-up (% of original retail value) on Invoice Cost 
Delivered ......................................... • 33-3%t • 3s-s%t 

Total Retail Reductions .. .............................. • 7-3%t • 9-8%t 
Inward Freight, Express, and Truckage . ................. 1.8% 1.5% '·45% I-3% 
Alteration and Workroom Costs (Net) . .................. • o.sst 0.6 o.sst 
Cash Discounts Received on Purchases (% of sales) . ...... 2.0 •·55 2.85 2.85 
Gross Margin . ........................................ 30·3 30-4 33·8 31-5 

Total Merchandise Costs (Net) ......................... 69·7% 69.6% 66.2% 68.s% 
Total Expense . ....................................... 30.0 31.4 34·7 32-3 
TOTAL CosT .......................................... 99·7% 101.0% 100.9% 100.8'70 

NET PROFIT OR Loss ........ , , ....... , , ......... , ..... 0-3% L.r.o% L.o.9% L.o.8% 
Net Other Income (including interest on capital owned) .... 2.2 2.7 3·5 2.8 
NET GAIN before Federal Tax on Income: 

Percentage of Net Sales .............................. 2.s% 1-7% 2.6% 2.o% Percentage of Net Worth ............................. s.o 3·• s.o 3·0 
%of Firms Earning Some Net Profit. ................... 53-8% 3•-9% 33-3% 34-4% % of Firms Earning Some Net Gain . .................... 84.6 77-I 83-3 83.6 

Total Pay Roll ........................................ 16.2% 16.7% 18.8% 17-2% Real Estate Costs (See Appendix, page 19) ............... 3·65 3·8 4-2 3·8 Advertising . .......................................... 2.6 1.9 2.8 2.6 Taxes (See Appendix, page 19) . ......................... 0.6 0-75 o.ss o.6 Interest {except on real estate) .......................... •·35 2.8 3·0 2.5 

~;~~=sp~~~h~~d::::::::::::::::::::::::::::::::::::: 0.7 0.8 0-75 1.05 
o.85 J.o5 o.8 1.0 Unclassified: Losses from Bad Debts ..................... 0.3 o.35 0.4 O.J Other .................................... o.8 0-75 0.4 0.7 Travelling . ........................................... o.35t 0.4 0.3 0-35 Communication ....................................... 0-3 0-45 o.ss 0-45 Repairs . ............................................. O.It 0.15t 0.4 0.3 Insurance (except on real estate) ........................ o.s o.6 o.s o.s Depreciation (except on real estate) .... .................. o.6 o.6s 1.0 o.6f Professional Services (See Appendix, page 19) . ............ O.It o.•st 0.25 0.3 TOTAL EXPENSE ... .................................... JO.o% 3I.4% 34-7% 32-3% 

Administrative and General. ... ......................... • • • 9-s%t Occupancy ........................................... • • • Publicity ............................................. • • • 7-0l • 3·4 Buying and Merchandising . ............................ • • • •·S Direct and General Selling . ............................. • • Delivery . ............................................ • • • 9-4+ o.s TOTAL EXPENSE ... .. , ...... , , . , ... , , , .... , .... , . , ..... so.o% 3'·4% 34-7% 32-3% 
Rate of Stock-turn (times a year) Based on Average of In-

ventories at Beginning and End of the Year .......... 2.2 2.2 2.6 2.9 
Returns and Allowances (% of gross sales) .... ............ • u%t • 2.ss%t Sales per Square Foot of Total Space . ................... • $1o.sot • Real Estate Costs per Square Foot of Total Space . ........ • • • $u.3ot 

• Sales/Total Number ?f Employees .... ................. , . • $6,1oot • $6,ooot Sales/Number of Selling Employees ...................... • $8,soo • $8,400 

w~re ·v~n on less than of there 
"' u 

d • Data not a.vaalable. t F1gures for th1111tem gJ. 75% po se . 
t Some of the reports covered the operations of more. than one store. In such cases, the population of the city in which the 

. ring the common figure for population. If the locations of the branch stores ha.d been consLdtred the common figure f j'"fl store was located wu used i:::r:a or popu atlOn Would have been sli11hlly 
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Table 6. Typical Operating Results for Department Stores in the Pacific Coast States 
and in the Entire United States, by Sales Volume Groups: 1935 {continued) ' 

(Common Figures· Net Sales=Ioo% except where noted) • • 
Sales Volume Groups 

I tom $3oo,ooo-$soo,ooo Ssoo,ooo-$2,ooo,ooo $2,ooo,ooo-$.t,ooo,ooo $4,ooo,ooo-$2o,ooo,ooo Nos. 

Pacific Coast I United States Pacific Coast I United ~tates Pacific Coast I United States Pacific Coast I United States 

I 7 5-lt 7 IJ8t nt 57t 9 70 
2 $2,585 $23,350 $6,s6o $153,105 $40,48I $189,609 $82,555 $545,196 
3 $340 $4oo $85o $x,o8o $:z,6so $2,650 $8,ooo $7,500 
4 JI4.0 xos.o 112.5 xos.o xo8.o xo6.o xog.o xos.o 
5 40 J2t 6o sst soot 26st 700 6ss 

6 • s6.s%t 37-4%t 36.9% sB.s% J8.I% 39·8% J8.7% 

7 • 9.o%t 7·45%t 8.25% 7-7% 7·95% 1·35% 8.2% 

8 I-4%t I.25% • 1.2% I.Js% 1.1% I.2% o.95% 
9 o.st oo~st 0.45% 0.45 o.ss o.6 o.ss 0.7 

IO 2.75 2.8 2.J •·7 •·55 •·75 J.O 3-35 
II 34-7 3•·9 34·6 34·0 35·7 35·3 37·8 36·3 

I2 6s.s%· 67.I% 65-4% 66.o% 64·3% 64·7% 62.2% 63.7% 
I3 33-3 33·0 3•·3 34·2 35·I 35-5 36·7 36·7 
I4 98.6% 100.1% 97·7% 100.2% 99-4% xoo.:z% 98·9% I00-4% 

IS I.4% L.o.I% •·3% L. o.2% o.6% L.o.•% I.I% L.o.4% 
I6 2.9 J.O 3·• J.O 2.6 3-3 3·4 J.S 

I7 4;3% 2.9% 5·5% 2.8% J.2% J.I% 4·5% H% 
I8 6.o 9·5 6.I 8.3 7~0 7·3 6.9 

I9 7I·4% so.o% 71·4% 47·1% 72·7% 45·6% 66.7% 45-7% 
20 85-7 88.2 100.0 8•·3 100.0 88.7 100.0 82.1 

2I 18.9% 17.2% I7.0% I7·3% I6.75% IP% IB-4% IS.•% 
22 3-5 s.ss 2.9 4·0 4·4 4·7 4·6 4-9 
23 2·95 2.8s J.S 3-45 3-95 3·9 3-5 4·I5 
24 0.7 o.ss· o.6 o.ss o.ss o.s o.ss 0·45 
25 2.0 2.35 :z.:zs :z.os 2.2 2.I 2.2 I·95 
26 I.O I.Js I.Js I.6 I.6 I.85 I.9 Io95 
27 I.I I.I o.ss I.I I.65 I. IS I.J I.O 
28 O.I o.ss o.ss o.ss o.s 0-4 o.os•• o.:zs 
29 0.7 0·75 0.65 0.7 0.7 0.7 0.9 0·75 
30 O.J 0-4 O.J 0.45 0.35 0-45 0·45 0.45 
3I o.s o.s 0·45 o.s 0.45 o.s o.ss o.s5 
32 O.J o.:zs o.3s 0·45 o.35 0-4 0.3 0-45 

33 0.4 0.4 0.4 0.4 o.3s o.3s O.J O.J 

34 o.6s 0.7 0.4 o.8 0.75 o.8s 1.15 0.8 

35 0.2 0.4 0-45 o.s o.ss o.s5 0.55 0.55 

36 33-3% 33·0% 3•·3% 34·2% 35.1% 35·5% 36·7% 36.7% 

37 • 8.or 
• 7·8%t 7·85% 7·65% 1·5% 7·35% 

38 • 7·0 • 7.6t 7·75 8.3 8.3 8.5 

39 • 3-9 • 4·6l 5-25 5·I 4·95 5-45 
40 • 3·6~t • 4·I 3.85 4·3 4·8 4·6 
4I • 10.0 • 9·I5l 9.os 8.85 9·7 9·2 
42 • o.45t • o.95 I.J5 I.J I.45 I.6 

43 33·3% JJ.o% 32·3% 34·•% 35·1% 35·5% 36.7% J6.7% 

44 J.8 3-45 J.S 4·I 3·85 4-55 3.85 4·85 

45 • 4·7S%t • 6.35% 8.6% 8.4% I0.95% I0.75% 

46 $15.00 $n.sot • $13-30 $I4.40 $I4-40 $18.5o $I6.70 

47 0.53 • • 0.53 o.63 0.67 o.85 o.Sa 

48 • $6,oool • $5,540 $6,:zoo S5,Soo $6,xso $5,Soo 

• $g,ooo • $g,770 $11 1000 $u,ooo Sx4,300 $13,500 
49 

• Data not available. t FtgUI'e! for th1s item were g1ven on less than ?S% of the reports \Bed. . . . . . t: Some of the reports covered the opemtions of more than one store. In such cases, the popu1atlon of the c1ty m wh1cb the ma1n store was located was used 
in preparing the common figure for population. If the Ioqations of the branch stores bad been considered the ~mmoo figure for population would ~ve been 
slightly lower in all cues e:~cept for the group of 57 6nns mth sales per store of $2,ooo,ooo to $4,ooo,ooo. For thts group, the common tigure for populauon would 
have been slightly higher. . . 

•"This common figure results in part from the fact that 1n several cases recovenes exceeded loues from bad debts. 
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Pacific Coast for one reason or another operate at a 
disadvantage as regards advertising, taxes, and interest, 
but do not suffer handicaps with respect to pay roll, 
travelling expense, or communication, and have an 

Table 7. Expenses and Profit Per Transaction, 
and in Percentage of Sales, for 8 Department 
Stores in the Pacific Coast States with Net Salesof-

$4,000,000 to $20,000,000: 1935 
advantage as regards real estate costs. / -

~rpmse by FunctiQi\al Divisions. 
The dat3 on expense by functions given in Table 6 

. ., ~~I NetS..lea-

. TranaactiOD 100% 

Aggregate Sales (in thousands)._ ..• _ ••. 
Typical Net Sales per Store (in thousands) 
Index of Change m Sales (1935/1934) ••. 
Index of Change in Number of Trans-

. actions (1935/r934) .•••••••••. • .•. 

. for two groups ohtores11ot only ~uggest that occupaDcy 
expense w8.s lower in· percentage of sales· on the West ' 
Coast last year, as the lower real estate costs would 
imply, but that selling expense was higher, as might be 
expected in view of the minimum wage legislation in 
effect in all three Pacific Coast states. With reference 
to occupancy expepse, it is interesting to note that sal~ 
per square foot were the same or higher among the Pacific 
COa.st stores for which general comparisoDS 'Were possi
ble, while real estate costs per square foot were not con~ 
sistently higher than the United States averages.- For 
one reason or another, the West Coast stores appear to 
have used their plants somewhat more intensively than 
stores in other parts of the country on the average. It 
is inte~esting, also, to observe that among the largest 
West Coast department stores the disadvantage in the 
'percentage of direct and general sell.iiig expense, and in 
total pay roll expense, occurred in spite of relatively 
high sales per employee and per selling employee. 

Average Gross Sale; •.•.•••.••..• ~.... 224.o,! 

Returns and Allowances .•••.•.......•. 
Net Sales Income ....•..•.•.•..•••..•. 

Total Merchandise Costs (Net). . . • . . . . 124.2~ 

The Advantages of Size 

Pay Roll Expense · ~ 
Administrative and General •••••.•••. 
Occupancy. , ... , ............. , .. , . 

. Publicity ..•. - ................. ; ••. 
Buying and Merchandising .•......•. 
Direct and General Selling .••.•••. · .•. 
Delivery •••••. ·• ................... . 

Total Pay Roll .• , ......•............. 
Real Estate Costs (See Appendix, page 19) 
Advertising ..•.....••..... - ........•. 
Taxes (See Appendix, page 19) ••••••••. 
Interest (except on real estate) ...•...•. 
Supplies ..........................••. 
Service l'urchased.- .• - .... --·.- .....•. 
Unclassified: Losses from Bad Debts ..•. 

other ........ -.. -.'-.:.-
Travellin!t .. : •.. , ..........•...•. - .•. 
Commumcation .•..•••.••..•.••..•.• _ 
Repairs ••...•............••...••.••. 
Insurance (except on real estate) .•..••• 
Depreciation (except on real estate) .... 
Professional Services (See Appendix, 

page 19) .... • •.•••.••....•••.•••. 
TOTAL ExPENSE .•••••••••••••••• ' •••. 

In view of the operating results for 1934, the most 
important fact di~d by a comparison of the results 
of large and small department stores is the fact that in 
1935 earnings ratios tended to be higher for the larger. 
stores. This was at variance with the situation prevail
ing in 1934 when earnings rates for small stores were as 
high as or higher than those for large stores. '!)us the 
experience of Pacific Coast ~t~res in 1935, like those in 
other parts of'the country, suggest that the improve~ 
ment in the ea:rnhigs position of small stores to which 
attention was called in tli.e 1934 report disappeared in 

· Functional Division of ExPense 
· Administrative and General ...•...••. 

Occupancy ..•••.•••.•...•••.. __ .•. 
Publicity ........•.... - ; ••...•..•.. 

· Buying and Merchandising ••.••.•.•. 
Direct and General Sellihg .....•..... 
Delivery .......................... . 

TOTAL ExPENSE ••• - •••••••••••••••••. 
· ·1935· On the W~st Coast, as elsewhere, the rate of net 
profit and net gain in 1935 tended to va.rj directly with TOTAL CosT· • ••••.•• -• •••••.•.. -••.. 

the size of store, just as it did for the country as a whole NET PB.OI'IT OJl Loss .......... - ••• -•.•. 
prior to 1933. The average. figures for the sev~ral groups Net Other Income (including interest on 

. of West Coast stores, since they are based on relatively NET~~ ~':eedi;d;~·T~·~~ ·~~~~~ 
lillla.ll aample!t, show greater devhttions from this under- · Fedei'al Tu'on Income ........••.•••. 

lying tendeucy, but there seems tube Dl) question about. . NtT CAIN after Federal Tax on lnMme. 

what the undedying tendency was. 
. Further CQlnpa.ri!IOn of the re~:~ults seeured by large NUIIlber of Gross Sales Tm.u~tions/ 

Total Numbet 9f Employees .. · .•.•. 
and sm;ill stores, ali discl.Oied in Tables II and J, indicate!l Num~l of Grost Sales TransactiOilll/ 

that, among t?-e Pacific Coa.lit stores, the peycentages o£ Net :U":}t~~ t~e~=;;M:·: 
initial mad;.•up, ~rOB marglnt and tob.l expe'me tended N~ Sal~/Number of Selling EmPioyeU 

· ~- wry directly with 11\les. just as they did in othu 
·pii'U t>f 1M United Stata. The relation between w.a.rgin 
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and size; however, was more marked than that between 
expense and size, with the resulting effect on profit 
ratios to which attention has been directed. 

The rather sparse data on returns and allowances in 
Table 2 indicate that returns are substantially higher 
for large stores than for smaller stores; and the data on 
rate of stock-tum point to the rather surprising con
clusion that the typical rate of tum was almost the 
same on the Pacific Coast in 1935 for all department 
stores with sales of more than $3oo,ooo. 

were lower in 1935 than in 1934 for three of the six 
Pacific Coast groups, but they were higher for the other 
three groups. On the whole, margin rates were well 
maintained in 1935. 

5· Among Pacific Coast stores, as among other stores, 
dollar expenses did not increase in 1935 so much as 
dollar sales, and percentages of total expense to sales 
typically declined. 

Attention has already been directed to the fact that, 
although total expepse tended to be highest for the 
largest stores and to vary directly with size of store, the 
relationship between size and the typical expense rate 
was not especially clear. · 

6. For stores with sales of less than $3oo,ooo, per
centages of net merchandising profit and of net gain 
were less satisfactory in 1935 than in 1934, but for 
larger stores earnings rates uniformly were larger in 
1935. In this respect as in other respects mentioned, 
the e~rience of the Pacific Coast stores paralleled that 
of stores in other parts of the U:nited States. 

Table 3 indicates that the percentages for individual 
items of expense, like those for total expense, frequently 
did not vary directly with size of store. Supplies con
stitute one exception to this statement. The percentage 
expenditure for supplies was lowest for the smallest 
stores and highest for the largest stores and throughout 
the range varied directly with size. Among stores with 
sales of $5oo,ooo or more real estate costs increased 
with the size of store; and the very largest stores enjoyep 
an advantage in the percentage of advertising expense 
just as did the very large stores in other parts of the 
country as shown by the figures in Bulletin No. roo. 

Changes 1934-1935 
Comparison of the operating figures for the Pacific 

Coast stores in 1935 with corresponding data for 1934 
leads to six important conclusions. 

x. Sales were lar~;er in 1935 than in 1934 by from 
4·5% to 14.0%. As has been noted, these .Percentages 
of increase were substantially larger for Pacific Coast 
stores than for stores elsewhere in the United States. 
Since prices were slightly lower on the average in 1935 
than in 1934, it follows that the physical quantity of 
goods sold typically was larger, or the quality of goods 
sold typically higher, for Pacific Coast stores in 1935 
than in 1934. 

2. Initial mark-up was slightly lower in 1935 than in 
1934 according to all data available for West Coast 
stores. This same tendency was seen among stores in 
other parts of the country, although the stores with 
sales of from $4,o0o,ooo to $2o,ooo,ooo had the same 
average initial mark-up in the two years. 

3· Percentag~ of retail reductions, madfO up largely 
of mark-downs, were smaller in 1935 than in 1934 for 
the three groups of Pacific Coast stores for which data 
are shown in Table 6. This tendency toward lower re
ductions also was typical of the country as a whole. 

4· In spite of the lower reductions, gross margins 
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Transactions 

According to the testimony qf Table 7, which covers 
eight of the nine reporting Pacific Coast department 
stores with sales of $4,ooo,ooo or more, the;;e larger 
West Coast stores in 1935 enjoyed a rate of increase 
higher than that for the country as a whole in number 
of transactions handled as well as in dollar sales. Since 
the increase in dollar sales as compared with 1934 was 
greater than the increase in number of transactions 
(8.5% as contrasted with 4.6%); and since prices were 1 

no higher in 1935 than in 1934, presumably there 
was some increase in the quantity of goods sold per 
average transaction, or in the quality of goods sold o~ 
the average, or both. Both premises and conclusions 
obtained for the average department store in the. United 
States in 1935, as well as for the Pacific Coast states. 

Comparison of the data in Table 7 with the corre
sponding data in Bulletin No. 100 (Table 23, page 27) 
shows that among the West Coast stores the average 
gross sale was higher than it was elsewhere in the United 
States (2.24 as contrasted with 2.06), while returns on 
the West Coast were but a trifle higher than elsewhere, 
and that net sales income per average transaction was 
higher. The relatively high average sale on the West 
Coast apparently resulted from the fact that the re
porting Pacific Coast stores with sales of $4,000,000 to 
$2o,ooo,ooo included a larger proportion of quality
appeal stores, which tend to have a high average sale, 
than did the reporting stores elsewhere in the United 
States covered by Table 23 in Bulletin roo. 

It is interesting to observe also that both the number 
of transactions per employee and the numb~r of trans
actions per selling employee were lower on the average 
for the eight West Coast stores than for the stores of 
similar size in other regions, while net sales per employee 
and per selling employee were somewhat higher on the 
West Coast. 



THE RELATION OF APPEAL AND CHARACTER OF CLIENTELE 

TO DEPARTMENT STORE OPERATING RESULTS 

In studying the reports for 1935 received from Pacific 
Coast department stores with sales of $4,000,000 to 
$2o,ooo,ooo, it was found possible to classify eight of the 
nine stores by appeal and character of clientele as was 
done in the 1934 report. Three of these eight stores, 
according to the consensus of opinion among executives 
of these stores and competing stores, used price appeals 
primarily and could be classified as medium and low
medium with respect to clientele and price lines; while 
five appealed on the basis of quality rather than price, 
and could be classed as high-medium or high in so far as 
clientele and price lines were concerned. Each of these 
two groups comprised precisely the same stores as the 
corresponding group reported upon in Bulletin No. 97, 
which covered the year 1934. 

Differences Between the Price 
and Quality Stores 

The differences in typi.cal operating results for the two 
groups of stores, of course, reflect to a large degree 
differences in the stores themselves which are related 
to the differences in appeal. 

Tables 8 and 9 show clearly that the quality appeal 
stores, as was noted in Bulletin No. 97, were smaller 
than the price appeal stores, even though located in 
cities of similar size. It may well be that a given 
population will support a larger volume of price appeal 
business than of quality appeal business. The quality 
appeal stores also had higher percentages of credit sales 
to total sales, higher returns and allowances, a higher 
average sale, and lower rates of stock-turn. Their real 
estate costs per square foot were lower, on the average, 
as were their sales per square foot; and although their 
sales per selling employee were higher than those for the 
price appeal stores, their sales per employee were lower 
when both selling and non-selling personnel were 
considered. Since the same stores were involved for 
both years, it is not surprising that these facts parallel 
those for 1934· 

Margin and Profit 

In 1935 the quality appeal department stores on the 
Pacific Coast achieved rates of initial mark-up higher 
than those of the price appeal stores by 2% of sales. 
They had slightly higher mark -downs, on the average, 

and their discounts to employees and others were higher 
in percentage of sales, but stock shortages were less than 
6o% as high. As a result, total retail reductions for the 
quality stores were approximately the same as for the 
price appeal stores. This being true, the fact that the 
quality stores had higher alteration and workroom costs 
and received lower cash discounts means that they had 
a smaller advantage in gross margin than in mark-up, 
r.4% of sales as contrasted with 2.1%. 

Since the quality appeal department stores had per
centages of total expense higher by 1.5% of sales than 
those of the department stores emphasizing price more 
heavily, it follows that net profit rates were almost 
exactly the same for the two groups of stores. The 
observation made with reference to 1934, that there 
was no tendency for either quality stores or price stores 
to have higher net profit percentages, thus is sub
stantiated by the figures for 1935. 

Expense 

The tendency for the price appeal department stores 
to. have lower percentage expenses is seen clearly in the 
data of Table 9 for such items as pay roll, real estate 
costs, taxes, interest, supplies, communication, and 
repairs. The quality appeal stores had the advantage, 
however, with respect to the percentages for newspaper 
advertising, direct advertising, and total advertising; 
and they enjoyed very small favorable differences with 
respect to some of the smaller items of expense. Table 10 
indicates that the publicity, and buying and merchan
dising functions were the ones where the price appeal 
department stores had relatively high percentage costs. 

Transactions 

An unusually great disparity in the average sale 
figures for the five quality appeal stores made it im
possible to arrive at reliable common figures for their 
costs in cents per transaction, but such data for the 
price appeal stores are given in Table II. These data 
display the tendency already noted for transactions to 
increase in 1935 by a smaller percentage than did dollar 
sales; and c~mparison of Table II with Table 7 shows 
that the pnce appeal stores typically had a relatively 
low average sale and relatively low expenses per average 
transaction for all items except losses from bad debts. 
That their figure for this item should be higher than the 
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Table 8. Merchandising Statistics and Profits for 
Department Stores in the Pacific Coast States with 
Net Sales of $4,000,000 to $20,000,000, Classified 
According to Appeal and Character of Clientele: 

1935 
(Common Figures; Net Sales= too%, except where noted) 

Price Appeal Quality Appeal 

rte .... Clientele and Clientele and 
Price Lines Price Lines 

Mediwnand High Medium 
Low Medium or Higher 

Number of Reports ..... , , , .......... 3 5 

Aggregate Sales (in thousands) ........ $32,715 &15,751 
Typical Net Sales per Store (in thou-

sands) ......................... $ro,8oo $7,200 
Index of Change in Sales (1935/1934) .. xo8.o 111.0 

Population of City (in thousands) ..... 720 720 

Initial Mark-up (% of original retail 
value) on Invoice Cost Delivered . . 38.6% 40·7% 

Mark-downs ............ , ........... 5·1% 5.85% 
Discounts to Employees and Others . .. o.5t o.85 
Stock Shortages ..................... 1.3 0·15 

-- --
Total Retail Reductions ............•. 1·5% 7-45% 

Inward Freight, Express, and Truckage • 1.25 
Alteration and Workroom Costs (Net) . 0.5 o.85 
Cash Discounts Received on Purchases. 3·4 2.9 
Gross Margin . ...................... 36·9 38·3 

Total Merchandise Costs (Net) ....•.. 63.1% 6I.7% 
Total Expense ...................... 35·6 37·1 

-- --
TorAL Cosr ... ..................... 98·7% 98.8% 

NET PRoFIT OR Loss ..... · ............ 1.3% u% 
Net Other Income (including interest on 

capital owned) .................. • 4-3 --
NET GAIN before Federal Tax on Income: 

Percentage of Net Sales ............ • 5·5% 
Percentage of Net Worth ..•........ • 7-5 

Federal Tax on Income . ............. • • 
NET GAIN after Federal Tax on Income: 

Percentage of Net Sales ........... • • 
Percentage of Net Worth ........... • • 

Rate of Stock-tum (times a year): 
Based on Beginning and Ending In-

ventories ....................... 5·2 3·8 
Based on Monthly Inventories . ..... 4-95 3-35 

Returns and Allowances: 
Percentage of Gross Sales .... ....... g.85% n.g% 
Percentage of Net Sales ............ 10.9 13·5 

~Cash Sales ....................... 44·5% 

} 35·5% 
0 C.O.D. Sales ..................... s.s 
~ Charge Sales ..................... } 50.0 64-$ 
o Installment Sales ................. 

% of Firms Earning Some Net Profit . . 66.7% 8o.o% 
%of Firms Earning Some Net Gain ... • IOO.O 

• Data not available. 
t Figures (or this item were given on less thlli17S% of the reports used. 
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average for the eight stores of Table 7 is surprising. 
The reason for this phenomenon does not appear. 

In presenting the data in Tables 7 and II, attention 
properly may be directed to the peculiar value of unit 
cost statistics in times of rising prices and rising dollar 
sales. At such times, the percentages of sales commonly 
employed for expense control are likely to be deceptive 
and to encourage executives to permit larger increases 
in dollar expenses than they otherwise would authorize. 

Table 9. Expenses by Natural Divisions for 
Department Stores in the Pacific Coast States with 
Net Sales of $4,000,000 to $20,000,000, Classified 
According to Appeal and Character of Clientele: 

1935 
(Common Figures; Net Sales= Ioo%, except where noted) 

Price Appeal Quality Appeal 

Items Clientele nnd Clientele and 
Price Lines Price Lines 

Medium and High Medium 
Low Medium or Higher 

Number of Reports .................. 3 5 

Aggregate Sales \m thousands) ........ $32,715 $45,751 
Typical Net Sales per Store (in thou-

sands) ......................... $1o,8oo $7,200 
Index of Change in Sales (1935/1934) .. Io8.o III.O 
Population of City (in thousands) ..•.. 720 720 

Total Pay Roll ...................... 17·7% 18.8% 
Real Estate Costs (See Appendix, page 

19) ............................ 4·55 4-7 
Newspaper Advertising ............... 2.85 2.7 
Direct Advertising . .................. 0.4 0.25 
Other Advertising. . . . . . . . .......... o .• 0.3 
Total Advertising (subtotal) .......... (3-45) (3.25) 
Taxes (See Appendix, page 19l· ....... 0.55 0.65 
Interest (except on real estate ........ 1.7 2,35 
Supplies:· ........................... 1.65 2.0 
Service Pnrchased ................... 1.65 0.9 
Unclassified: Losses from Bad Debts ... 0,15 o.o*• 

Other .................. o.g 1.0 
Travellinjl .. : ....................... 0.45 0.4 
Com.murnucation ... ................. 0.5 o.6 
Repairs ............................ 0.3 0.4 
Insurance (except on real estate) ...... 0.25 0.3 
Depreciation (except on real estate) .. .. 1.2 1.2 
Professional Services (See Appendix, 

page 19) ........................ 0.6 0.55 
-- --

TOTAL ExPENSE . ..•.....•.....••.... 35.6% 37.1% 

Sales per Square Foot of Total Space .. $22.oot $18.oo 
Real Estate Costs per Square Foot of 

1.oot Total Space ............. ······· 0.84 

Sales/Total Number of Employees ..... $6,6oo $6,ooo 
Sales/Number of Selling Employees .... IJ1200 I5,000 

Losses from Bad Debts <% of charge 
sales) .......................... 0.3% o.o%** 

f Figures (or this item were given on lcs.'l than 7S% of the reports used. 
••This common 6gure results in ptlrt from the I act that in several cases 

recoveries exceeded losses from bad debts. 



Table 10. Pay Roll and Total Expense by Functions 
for Department Stores in the Pacific Coast States 
with Net Sales of $4,000,000 to $20,000,000, Classi· 
tied According to Appeal and Character of Clientele: 

1935 
(Common Figures; Net Sales= roo%) 

Items 

Number of Reports ....•............. 
PAY Rou. 

Administrative and General 
Executive ..................... . 
Accounting Office ...•............ 
Accounts Receivable and Credit .. . 
Executive Office . ............... . 
Superiotendency and General Store 
Total Administrative and General. 

Occupancy 
Operating and Housekeeping ..... . 
Heat, Light, and Power . ........ . 
Total Occupancy ........•....... 

Publicity 
Sales Promotion and General Ad· 

vertising .................... . 
Display ......................•. 
Total Publicity ................. . 

Buying and Merchandising 
Merchandise Managers and Assist-

ants ........................ . 
Buyers and Assistants . .......... . 
Receiving and Marking ......•... 
Other ......................... . 
Total Buying and Merchandising .• 

Direct and General Selling 
Salespenple .....•............... 
Floor Superintendents and Section 

Managers ................... . 
Other ......................... . 
Total Direct and General Selling .. 

Delivery .•....................... 
Total Pay Roll ................... . 

TorAL ExPENsE 
Administrative and General 
~unting Office, ~ccounts Re-

cetvable, and Credit .......... ·. 
Executive and Other Administra-

tive and General ............. . 
Total Administrative and General. 

Occupancy 
Operating and Housekeeping ..... . 
Real Estate Costs (See Appendix, 

page 19) ..................... . 
Fixtures and Equipment Costs ...• 
Heat, Light, and Power . ........ . 
Total Occupancy ............... . 

Publicity 
Sales Promotion and General Ad-

vertising .................... . 
Display ...................... .. 
Total Publicity ...•........•...•. 

Buying and Merchandising ........ . 
Direct and General Selling ...•...... 
Delivery ........................ . 
Total Expense ................... . 

Price Appeal 

Clientele and 
Price Lines 

Medium and 
Low Medium 

3 

o.6% 
0-9 
0.7 
o.o5t 
0.7 
2-95% 

I.I 
0.05 

1.15% 

0.4 
0-35 
0-75% 

o.8 
2.9 
0.5 
Oo2S 

4·45% 

6.5 

0.4 
'·4 
8-3% 
O.I 

'7·7% 

u% 

4-65 
6.8s% 

'·55 

4-55 
'·45 
0,5 
8.o5% 

4-2 
~ 
4-Bs% 
5·3 
9·'5 
'·4 

35.6% 

Quality Appeal 

Clientele and 
Price Lines 

High Medium 
or Higher 

5 

o.5s% 
0-95 
0.9 
0.05 
I.O 

3-45% 

I.I 
0.05 

'·'5% 

0-45 
0-35 
0.8% 

0.5 
2-45 
0.5 
0-35 
3-8% 

6.8 

0-45 
'·55 
8.8% 
o.8 

r8.8% 

2.55% 

-.H._ 
7-Bs% 

'·7 

4·7 
1.6 
~ 

8.s% 

4·' 
~ 

4·75% 
4·7 
9·9 
'·4 

'3'7.1% 
f Fiprcs for this hem were given on less than 75% of the reportl used. 
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Table 11. Expenses and Profit Per Transaction, and 
in Percentage of Sales, for 3 Department Stores on 
the Pacific Coast Emphasizing Price Appeal: 1935 

C..ts~ Net Sales • Items Gross les 
Transaction zoo% 

Aggregate Sales (in tbousands) ••.•..... .... $32,715 

TYf~~.::.;:r :.~ -~~~ ............ Oooo $ro,8oo 
Index of Change in Sales (1935/1934) ... .... Jo8.o 
Index of Cbange in Number of Trans-

actions (1935/I934) .............. 104.0 .... 
Average Gross Sale ................... I77·5t .... 
Returns and Allowances. 0 •••••••••••• '7-5t 10.9% 
Net Sales Income .................... r6o.o IOOoO 

Total Mercb~ndise Costs (Net) ••...... IOI.ot 63.1% 

Pay Roll Expense 
Administrative and General ....••.... 4-7t 2-95% 
Occupancy ........................ 1.85 t.rs 
Publicity ....•...........••........ 1.2 0-75 
Buying and Merchandising ....•..... 7·' 4·45 
Direct and General Selling ...•.•.... '3·3 8.3 
Delivery .......................... o.rs O.I 

Total Pay Roll ...................... 28.3t '7·7% 
Real Estate Costs(See Appendix, page 19) 7.25 4·55 
Advertising ......................... 5·5 3·45 
Taxes (See Appendix, page 19) ......... 0.9 0-55 
Interest (except on real estate) ........ 2.7 '·7 Supplies ............................ 2.65 r.65 
Service Purchased . ........... 0 ••• 0 ••• 2.65 r.65 
Unclassified: Losses from Bad Debts .... 0.25 o.rs 

Other ................... '·45 0.9 
2:vellinj! .. : ........................ 0.7 0-45 
R ~umcatlon. 0 •••• 0 •••••• 0 ••• 0 •••• o.8 0.5 

epms ............................. 0-5 0-3 
Insurance (except on real estate) ....... 0.4 0-25 
Deprec!ation (except on real estate) •.... '·9 1.2 
Professtonal Services (See Appendix, 

page 19) ........................ 0-95 o.6 
TorAL ExPENSE 

••• 0 •• •••••••••••••• s6.9t 35-6% 

Functional Division of Expense 
Administrative and Genenil ...•..... r0.95t 6.85% 
Oecupancy ....................... 12.9 8.o5 
Publicity....................... · 1-7 4.85 
Buying and Merchandising . . 0 •••• : : : 8.45 5-3 Direct and General Selling .....••.•. 14.65 9·15 Delivery .......................... 2.25 '·4 

TorAL ExPENsE ..................... 56.9t 35-6% 

TorAL Cosr ••..••..........••..••.•. 157-9t 98-7% 

NET PRonr oR Loss ................. 2.Jt I-3% Net O~er Income (including interest on 
capt tal owned) .......•........... • • 

NET GAIN before Federal Tax on Income • • 
Federal Tax on Income ............... • • 
NET GAIN after Feder'\) Tax on Income. • • 
Number of Gross Sales Transactions/ 

Total Number of Employees 
4,250 oooo 

Number of Gross Sales Transacti~~j · · · 
Number of Selling Emf:loyees B,soo .... 

Net Sales/Total Number o Emploie~~:: 
••oo $6,6oo 

Net Sales/Number of Selling Emp oyees. Oooo 13,200 

• Data not available. 



SPECIALTY STORES 

The fact that reports for 1935 were received from 
18 firms operating specialty stores in the Pacific Coast 
states, instead of the seven which reported for I934, 
made it possible to expand materially the data for 
specialty stores in the current bulletin. These data are 
given in Tables 12, I3, I4, and IS· It was not possible 
to present a table for specialty stores corresponding to 
Table I, even though functional expense figures were 
available for one of the three groups, because reliable 
typical figures could not be prepared for several of the 
items included in merchandise costs. 

Sales 
Table I4 indicates that, for all three sales volume 

groups, ·the sales of the Pacific Coast specialty stores 
tended to be smaller than the sales of similar stores in 
other parts of the United States. 

Owing to the fact that a large portion of the I8 Pacific 
Coast specialty stores reported for the first time this 
year, and did not give information on sales for earlier 
years, it was not possible to arrive at common figures 
for the index of change in sales. Examination of the 
sparse data available, however, suggests that, for spe
cialty stores with sales of less than $I5o,ooo, sales de
clined slightly in I935 on the Pacific Coast, as they did 
in other parts of _the country; while among specialty 
stores with sales of $450,000 or more, rates of increase 
on the West Coast typically were larger than elsewhere 
in the United States. 

Margin and Profit 
Table I2 makes it manifest that gross margin was 

highest for the large specialty stores, lowest for the small 
specialty stores, and tended to vary directly with size 
of store; while Table I4 shows that for two of the three 
groups of West Coast specialty stores, margin rates were 
higher than for specialty stores of similar size elsewhere. 
In both respects the experience of specialty stores on the 
Pacific Coast agrees with that of department stores as 
described earlier in this bulletin. 

The higher Jl!lLrgins of the larger stores resulted in 
part from the fact that they had progressively lower 
percentage outlays for inward freight, express, and 
truckage. Whether this, in tum, resulted from a tend
ency on the part of the larger specialty stores, as con
trasted with the smaller stores, to buy relatively more 
merchandise on the West Coast, to achieve economies 
through larger individual shipments, or to gain some 
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advantage through better classification and routing of 
shipments, is not indicated. The lower transportation 
costs for the larger stores, however, were offset entirely, 
or to a substantial degree, depending on the group, by 
lower average percentages of cash discounts received. 

The typical percentages of total expense were lowest 
for the specialty stores with sales of less than $15o,ooo, 
highest for the specialty stores with sales of $15o,ooo 
to $3oo,ooo, and high enough, for the stores with sales 
of $4 so,ooo or more, to suggest some tendency for 
expense to be higher for large specialty stores than for 
small ones. 

Rates of net profit, as is shown clearly by Table 12, 

were most favorable for the largest stores and varied 
directly with size of store. The same tendency was 
disclosed in the figures for net gain, or net business 
profit, both before and after Federal income taxes. 

These conclusions regarding profit rates for specialty 
stores of different sizes agree with corresponding con
clusions regarding department stores on the Pacific 
Coast and in other parts of the United States. When 
actual earnings rates among West Coast stores are 
compared with corresponding rates for the United 
States as a whole, as they may be compared conven
iently in Table 14, it appears that for the two groups of 
specialty stores with sales of less than $3oo,ooo earnings 
among the Pacific Coast stores were less favorable than 
those for stores elsewhere, while among Pacific Coast 
stores with sales of $450,000 or more, percentage earn
ings were much more satisfactory in 1935 than they 
were for specialty stores similar in size elsewhere. 

Expense 

From Table 13, it is seen that, although the West 
Coast specialty stores with sales of less than $15o,ooo 
typically had the lowest percentages of total expense 
shown in the table, they did not have the lowest per
centages for either pay roll expense or real estate costs, 
two items which together accounted for more than 64% 
of total expense. In fact, the stores with sales of less 
than $150,000 had the lowest percentages reported in 
the table for only six items of expense; namely, adver
tising, supplies, service purchased, communication, 
repairs, and professional services. 

It might have been inferred from Table 12 that the 
net losses of the specialty stores with sales of less than 
$I5o,ooo resulted to a very important degree from their 



· Table 12. Merchandising Statistics and Profits for 
Specialty Stores in the Pacific Coast States, by 

Sales Volume Groups: 1935 
(Common Figures; Net Sales = roo%, except where noted) 

Sales Volume Groups 
(in thousands)§ 

Items 

L<osthanl $•so- I $150 300 
$450 

or more 

Number of Reports ............. . 
Aggregate Sales (in thousands) ... . 
Typical Net Sales per Store (in 

thousands) ................ . 
Index of Change in Sales ( r935/ 

r934) ..................... . 
Population of City (in thousands) • 

Initial Mark-up (% of original re-
tail value) on Invoice Cost De-
livered .•................... 

Mark-downs . .................. . 
Discounts to Employees and Others 
Stock Shortages .......•......... 

Total Retail Reductions ......... . 

• 

• 
• 
• • 
• 

Inward Freight, Express, and 
Truckage... . . . . . . . . • . . . . . . . r.6% 

Alteration and Workroom Costs 
(Net). . . . . . . . . . . . . . . . . . . . . . o.sst 

Cash Discounts Received on Pur-

4 
$802 

• • 

• 
• • • 

• 

• 
• • • 

• • 

r.35% r.o% 

chases (%of sales) . . . . . . • . . . s.os 4-75 4.0 
Gross Margin................... 32.0 37·3 39·3 

1-=--l....:..:...::..._l....:..:...::..._ 
Total Merchandise Costs (Net) . . . 68.o% 
Total Expense. . . . . . . . . . . . . . . . . . 34.6 
TOTAL COST. . . . . . . . . . . . . . . . . . . . ro2.6% 

NET PRom OR Loss ............. L. 2.6% 
Net Other Income (including in-

terest on capital owned). . . . . . -=.!..._ 
NET· GAIN before Federal Tax on 

Income: 
Percentage of Net Sales ........ L. o-;% 
Percentage of Net Worth ...... . 

Federal Tax on Income.......... o.o% 
NET GAIN after Federal Tax on 

Income: 
Percentage of Net Sales. . . . . . • . L. o-;% 
Percentage of Net Worth .....•. 

Rate of Stock-tum (times a year): 
Based on Beginning and Ending 

Inventories................. 4·7 
Based on Monthly Inventories. . • 

Returns and Allowances: 
Percentage of Gross Sales ...... . 
Percentage of Net Sales ......•. 

% Cash Sales ...•...•.•.....•... 
% C. 0. D. Sales ............... . 
% Charge Sales ....•............ 
% Instalbnent Sales ...••......... 

• • 
• • • 
• 

%ofFirmsEamingSomeNetProfit u.s% 
%of Firms Earning Some Net Gain so.o 

62.7% 
37·0 
99·7% 
0.3% 

2.0% 
s.o 
• 

• • 

6.s 
• 

• • 
• • 
• • 

5o.o% 
75·0 

6o.7% 
35·6 
96·3% 

3-7% 
2.0 

5-7% 
r5·5 
o.8%t 

4·9% 
xo.ot-

• • 
• • • • 

• Data not avatlable. tFigura for thia item were given on leu than 7sw 
of the reports tUed. UJ 

I No specialty a tore on the Pacific Cout reported sale~ of between s300 000 and 14$0 000, ' 
J 5;;mc of the reports covered the operations of more than one atorc In 

tuch _cases, th~ population of the city in which_ the main 1tore waa located· was 
Wled 1n prepa.nng the~mmon figure for populatton, If the locations of the branch 
stores had b;een consader~. t~e common fiRUre for population would have bf'en 
somewhat ~1gber for firma With salea of lm than fiSO,ooo per 1tore and low 
for firms wath sales per store of $4so,ooo or more. • er 

low percentages of gross margin. The facts with refer
ence to expense to which attention has just been called, 
however, suggest that there may have been important 
shortcomings in expense control among these stores, 
or that they may have operated under particularly 
adverse circumstances. This inference is borne out by 
the figures in Table 14, which show that total expense 
among the Pacific Coast specialty stores with sales 
of less than $1so,ooo typically amounted to 34.6% of 

'!'able 13. Expenses by Natural Divisions for 
Specialty Stores in the Pacific Coast States, 

by Sales Volume Groups: 1935 
(Common Figures; Net Sales = roo%, except where noted) 

Number of Reports ..•.••........ 

Aggregate Sales (in thousands) .... 
Typical Net Sales per Store (in 

thousands) ...••............ 
Index of Change in Sales (1935/ 

r934) ..................... . 
Population of City (in thousands). 

Total Pay Roll ...............•.. 
Real Estate Costs (See Appendix, 

page r9) ................... . 
Newspaper Advertising ...•....... 
Direct Advertising .............. . 
Other Advertising . ............. . 
Total Advertising (subtotal) ..... . 
Taxes (See Appendix, page r9) ... . 
Interest (except on real estate) ... . 
Supplies ..•..................... 
Service Purchased ..•....•....... 
Unclassified: Losses from Bad Debts 

Other .............. . 
Travellin!!" .. : ..........••••..... 
Commumcation . ............... . 
Repairs .•................•.•... 
Insurance (except on real estate) . . 
Depreciation (except on real estate) 
Professional Services (See Appendix, 

page r9) ................... . 

TOTAL EXPENSE ••••••••••••••••• 

Sales per Square Foot of Total Space 
Real Estate Costs per Square Foot 

of Total Space •............. 

Sales/Total Number of Employees. 
Sales/Number of Selling Employees 

Losses from Bad Debts (% of 
charge sales) . . . .•........... 

Sales Volume Groups 
(i.n thousands) i 

L<osthanl $ISO 

• 
65f 

r6.2% 

6.2 
• 
• • 

3·r 
0.45 
r.95 
o.S 
r.r 
o.s 
o.S 
o.95t 
0.45 
o.ost 
.0·45 
r.3 

0.3 

• 
• 
• • 

• 

$IS~ ... 
4 

$8o2 

• • 

5-0 
0.45 
2.15 
0.9 
r.2 
0.2 
o.S 
r.25 
0.5 
o.r5 
0.6 
r.o5 

0.4 

• 
• 
• • 

• 

I •..• or more 

• 
63sf 

r5.I% 

6.3 
• • • 

3·4 
0.45 
r.95 
r.S 
r.4 
0.7 
r.o 
0.45 
0.7 
O.J 
0 ·35 
0.9 

o.S 

• 
• 
• • 

• 

f th • Data not available. tFisures for this item were given on leu than 75% o e r~rll uRd. 

d $ I o lpecialty store on the Pacific Co11t reported aales of between $300 ooo an 4~oooo. ' 
ch ; SOme of the reports covere_d the opemtlons of more than one store. In 

sued~. the, population of the c:sty In wbic:h the main 1tore wulocated Will 
b~anc\!' ~repanhn~ if~-comm~n figure for population. If the locatlou of the 
h he! ores a Lll;l;'p considered, the common figure for population would 

•;te1 ° 1somewhat ~•&:her for firm~ with ~ales of lm than llJ;O,ooo per storo 
an ower or firms With antes per store of $450,000 or more, 



Table 14. Typical Operating Results for Specialty Stores in the Pacific Coast States, 
and in the Entire United States, by Sales Volume Groups: 1935 

(Common Figures; Net Sales= roo%, except where notedi 

Sales Volume Groupe 

Items Leu lhan $•so,ooo I $•so,~Joo,ooo I $45o,ooo o• mo,.f 

Pacific Coast I United States Pacific Coast I United States Pacili:c CoD.St I United Stated 

Number of Reports ............................... 8t 40t 4 15 6t sot 
Aggregate Sales (in thousands) ..................... $7S3 $4,294 $8o2 $3,238 $•s.So4· $124,293 
Typical Net Sales per Store (in thousands) .......... $70 sss $200 $210 $725 $2,000 
Index of Change in Sales (1935/1934) ............... • 98.5/ • xos.s • xoS.o 
Population of City (in thousands) .................. 6st 150 • 170 635t ..-;'-'·040t 

Initial Mark-up (% of original retail value) on Invoice 
Cost Delivered ............................... • • • 39·7%t • 39·3% 

Total Retail Reductions ........................... • • .• 12.6%t • 9·9% 
Inward Freight, Express, and Truckage ............ 1.6% 1.os% 1.35% x.o% r.o% o.65% 
Alteration and Workroom Costs (Net) .............. o.8st 0.7St 2.4 1.7st 1.25 o.6 
Cash Discounts Received on Purchases (% of sales) ... S·05 5·0 4·7S 4·45 4·0 4·2 
Gross Margin .•••...•.....•...................... 32.0 32.0 37·3 34·8 39·3 36·9 

Total Merchandise Costs (Net) .................... 6S.o% 68.o% 62.7% 6p% 6o.7% 63.1% 
Total Expense ................................... 34·6 32·3 37·0 33·7 35·6 36.8 

TOTAL CosT ..................................... 102.6% 100.3% 99·7% 98·9% 96·3% 99·9% 

NET l'ltoPIT OR Loss .............................. L.2.6% L.o.J% 0.3% 1.1% 3-7% o.x% 
Net Other Income (including interest on capital owned) 2.1 2.1 2.:L_ 2.:2.._ 2.0 ~ --- --- ---
NET GAIN before Federal Tax on Income: 

3·0% 5-7% 2.65% Percentage of Net Sales ......................... L.o.j% 1.8% 2.o% 
Percentage of Net Worth ........................ 4·2f 5·0 10.0 15·5 8-45 

%of Firms Earning Some Net Profit ..•.......•.... u.s% ·47·5% 50.o% 66.7% 83·3% 48.o% 
%of Firms Esrning Some Net Gain ................ so.o ?0.0 75-0 8o.o 83-3 82.0 

Total Pay Roll ................................... 16.2% 16.4% 16.9% 1s.6% 15.1% 16.85% 
Real Estate Costs (See Appendix, page 19) .......... 6.2 5·2 5·45 5·3 6.3 5-75 
Advertising .................................. · .. · 3·1 2-4 5·0 3-7 3·4 4-4 
Taxes (See Appendix.;.,'lage 19l· .................... 0-45 0.3s 0.45 0·55 0-45 0·35 
Interest (except on r estate ..................... 1·95 1.7 2.15 1.7 1·95 1.8 

Supplies ......................................... o.8 1.0 0.9 x.os 1.8 1.65 

Service Purchased .............................. · · 1.1 1.2 1.2 1.25 1-4 1·4 
Unclassi1ied: Losses from Bad Debts ................ 0.5 o.35f 0.2 0.35 0.7 0.35 

Other ............................... o.8 o.55t o.8 0.7 1.0 o.85 

Travelling .............................. · .. ··· .. · o.95t 0.9 1-25 o.8s 0.45 o.6 

Communication . ................................. 0.4s 0.5 0.5 o.s 0.7 o.65 

Repairs ............................... · ... · .. ··· o.o5t o.l5t o.xs 0.2 0.3 0-35 
Insurance (except on real estate) . .................. 0·45 0.45 o.6 o.6 0.3s 0-4 

Depreciation (except on real estate) ................. '·3 0·7f t.os 0.9f 0.9 o.85 

Professional Services (See Appendix, page 19) .•..... · ~ 0.4 0.4 0.4 o.8 0·55 

TOTAL ExPENSE. 0 0 • 0 ••••••• 0 0 0 0 •• 0 0 0 •• 0 •• 0 ·, 0 0 • 0 ° • 34·6% 32·3% 37·0% 33-7% 35·6% 36.8% 

Administrative and General ................... · · .. · • • • • 8.1%t 8.1% 
• • • • 9·1f 9·05 

~bi'lcl~~·:.:::::::::::::::::::::::::::::::::::: • • • • 
~:~i 

5.85 

Buying and Merchandising ..................... · · · • • • • 4·3 
• • • • 8.8 8.3s Direct and General Selling ................... · .. · .. • • • • 1.0 1.15 

Delivery ....................... ···· .. ·· .. ·· ... ·· 
34-6% 32·3% 37·0% 33·7% 35·6% 36.8% TOTAL ExPENSE •••••••••••••••••.•••••••••••••••• 

Rate of Stock-turn (times a year) Based on Average of 
5·3 6.5 6.25 5-55 5-95 Inventories at Beginning and End of the Year ... 4-7 

• •. • • • u.to/o 
Returns and Allowances (% of gross sales) ..•........ 

• • • • • $3o.so 
Sales per Square Foot of Total Space ........... · · · · • • • • • 1.8o 
Real Estate Costs per Square Foot of Total Space .... • • • $6,ooof • $6,230 
Sales/Total Number of Employees ........... ······· • • • t6,ooo • 14,240 
Sales/Number of Selling Employees .•..•...•..... · · · 

• Data not available. tFigures for this item were given on lcss than ts% of the repor~ ~·of the city iD which the main •store wu located wu 
____ _. . ; Some ,of the reports covered 

1
thc opera

1 
ti~ns ofumtbe 1thti::: :~~~ b:!'n~cstocr~~cY'be:'::stidered, the common figure for population would have been 

.ucu 1n prepnnng the common figure or popu at1on. e oca d 1 f fi with 1141es per store of $450 ooo or more. 
somewhat higher. for firm1 with sales o! less than $150,~ per) ~~ore, an$ ower o:nd S:so 000• For the United Stat'es as a whole, however, the tables published in 

6 No speaalty store on the PaCJ6c Coast report .... 114 es ax:.~ween 300•090 1 f $: to $ 00 ooo· Ssoo ooo to $1 ooo ooo: $1,ooo,ooo to $2,000,000' 
llulletin Number too included separate common figures for apeclhl

6 
ty stores Wl~ b:e for S~0:p«:'atty s~~ thi-oush~ut the united 'states are weighted averages~ 

$:~,ooo,ooo to $4,000 ooo: and $4,000,000 or more. The common gurcs prcscn 
the figures publilh;;d in Bulletin Number 100 for specialty stores with aalee of Ssoo,ooo or more. 
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sales, while specialty stores of similar size over the 
United States as a whole typically incurred expenses of 

32·3%. 
The figures in both Table 13 and Table 14 for specialty 

stores with sales of $Iso,ooo to $3oo,ooo suggest that 
stores of this size in the Pacific Coast states similarly 
may have been confronted with unusually difficult 
expense problems or may not have been particularly 
effective in controlling expense. Table 14 shows that 
these Pacific Coast stores, on the average, incurred total 
expense aJ;Ilounting to 37.o% of sales, while the corre
sponding common figure for the United States was only 
33· 7%; Apparently these Pacific Coast specialty stores 
were saved from a net loss in 1935 only by the fact that 
they were able to earn a rather substantial gross margin, 
37·3% as contrasted with 34.8%, the country-wide 
average. Examination of the individua!'items of ex
pense for the West Coast stores with sales of $1so,ooo 
to $3oo,ooo given in Table 13 discloses the fact that, 
although these stores had the lowest percentages of real 
estate costs shown in the table, they had the highest 
percentages for pay roll, advertising, interest, travelling, 
and insurance. Their percentage expenditures for the 
first four of these five items were high, also, as judged 
by the country-wide standards given in Table 14; and 
that table suggests that even the low real estate costs 
of the Pacific Coast stores were relatively high compared 
with corresponding costs elsewhere in the United States. 

From the point of view of expense control, the six 
West Coast specialty store firms operating large stores 
appear to have been more effectively managed than 
the reporting firms with smaller sales per store. These 
larger West Coast specialty stores operated under the 
handicap of high percentage expenditures for real 
estate costs, supplies, communication, repairs, and 
professional services. Their percentage expenditures 
for four of these five items were higher than those for 
smaller specialty stores in the Pacific Coast states, and 
also were higher than those for stores of similar size in 
other parts of the country. The larger Pacific Coast 
specialty stores overcame these· handicaps by showing 
conspicuously low percentage expenditures for pay roll 
and for travelling, and by making favorable showings 
as regards advertising expense and interest. The 
figures on functional expense shown in Table 15 indicate 
that the advantage of the large stores lay chiefly in 
buying and merchandising expense, although they had 
somewhat lower percentage expenditures for publicity 
and delivery as well. Their chief disadvantage lay in 
direct and general selling costs, where they may well 
have been handicapped in comparison with stores in 
other parts of the country by the West Coast minimum 
wage legislation. 

Table 15. Pay Roll and Total Expense by 
Functions for Specialty Stores in the Pacific Coast 
States with Net Sales of $450,000 or More: 1935 

(Common Figures; Net Sales = xoo%) 

Number of Reports ........ _ ................... . 

PAY RoLL 
Administrative and General 

Executive ................................ . 
Accounting Office . ......................... . 
Accounts Receivable and Credit ..•.•.......•• 
Executive Office .. ......................... . 
Superintendency and General Store ...•....... 

Total Administrative and General .........••. 

Occupancy 
Operating and Housekeeping ................ . 
Heat, Light, and Power . ................... . 
Total Occupancy ...... _ ..•................. 

Publicity 
Sales Promotion and General Advertising . .... . 
Display .................................. . 

Total Publicity ... _ ........................ . 

Buying and Merchandising 
Merchandise Managers and Assistants . ...... . 
Buyers and Assistants . ..................... . 
Receiving and Marking .................... . 
Other .....................•.•.•.••• _ •..... 

Total Buying and Merchandising ............ . 

Direct and General Selling 
Salespeople .•.............................. 
Floor Superintendents and Section Manage"rs . . 
Other ........ -................•••.......... 

Total Direct and General Selling ............ . 

Delivery_ ........................... _ ....... . 

Total Pay Roll .............................. . 

TOTAL ExPENSE 
Administrative and General 

Accounting Office, Accounts Receivable, and 
Credit .............. _ .................. . 

Executive and Other Administrative and Gen-
eral. ................................... . 

Total Administrative and General ........•.•. 

Occupancy 
Operating and Housekeeping ..............••• 
R~ Estate Costs (See Appendix, page 19) ... . 
F1xtures and Equipment Costs . ............. . 
Heat, Light, and Power . ........... , ....... . 
Total Occupancy .......................... . 

Publicity 
~es ~romotion and General Advertising ..•••• 

1Sp y ................................. .. 

Total Publicity ............................ : 

Buying and Merchandising . .............. . 
Dir!"'t and General Selling ................. : : : : 
Delivery ................................... . 

Total Expen5e .............................. . 

1•2% 
0.7 
o.6s 
o.of 
~ 
3-2% 

0.7 
o.o 

0.7% 

0.25 

~ 
o.6s% 

• • • • 

• • • 

I.2 
6.3 
1.0 
o.6 

9.1% 

3·0 
8.8 
I.O 

35-6% 

• Data not available. tFigurcs for this Item were given on leu thaD 75% 
of the reports ~. 

l Some of the reporll covered tho operations of more than one atorc. 
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APPENDIX 

Materials 

The information and conclusions contained in this 
bulletin are based on profit and loss statements, balance 
sheets, and other materials received on 74 separate 
schedules covering the 1935 operations of 105 stores 
located in Washington, Oregon, and California. Of 
these 7 4 schedules, 3 were not complete or were in such 
form that they could not be made comparable with the 
data for the other stores. As a result, the common fig
ures published in this bulletin are based on data taken 
from 71 statements. 

The form on which the co-operating stores reported 
their figures and other information was the same as that 
used by the Bureau in its nation-wide survey reported 
upon in Bulletin No. 100. This form was developed by 
the Bureau out of its experience in conducting fifteen 
preceding studies for this trade, and from personal 
contact with store executives. Copies of the form or 
information regarding it may be secured by writing to 
the Bureau. 

Size of Sample 
The total sales volume of the 74 firms which sent 

reports somewhat exceeded $153,186,ooo; and the total 
sales of the 71 firms for which data were actually used 
in setting common figures was $152,775,ooo. 

It is estimated that this latter amount is more than 
3 7% of the total sales of department and specialty stores 
lD Washington, Oregon, and California in 1935· On the 
basis of the United States Census of Distribution for 
1929 and the Census of American Business, United States 
Summary of the Retail Census for 1933, sales of depart
ment stores, specialty stores, and related stores in the~ 
three states in 1933 are estimated to have been approXl
mately S335,ooo,ooo. According to the Federal Reserve 
Board I sales of department stores in these states in 1935 
amou~ted to 122.1% of their sales in 1933, so that the 
total sales for 1935 were about $4o9,ooo,ooo. The sales 
of the 71 ~acifi~ Coast firms for which data actually 
were used in this study amount to more than 37% of 

$4o9,ooo,ooo. 
Claasification of Reporta 

In classifying the reports, the first step was to separate 
them according to type of store, department store re-

' •The Federal Reserve Board, Ia mimeoaraS!ed preu releueln.1"!'~ {t:U:: 
ltr::35 an:Jan~~3~:ri~rfned1~:'w:S~en~orethaD iD IVll• and 
In .: were ::'9 a:nore thaD lD IQ34• Heoc:c ulea iD 1935 must have beeD 
••·•'?" more thaD 11l103l• 

ports being distinguished from specialty store reports. 
In making this classification the Bureau defined a de
partment store as one handling a number of lines of 
merchandise, including yard goods and, usually, home 
furnishings. As a rule, these stores were subdivided 
into departments for operating purposes. Specialty 
stores were defined as stores specializing in women's 
wearing apparel, often handling such accessories as 
costume jewelry, bags, and toilet goods, but generally 
not handling either yard goods or home furnishings, and 
for the most part operated by means of a departmental 
form of organization similar to that employed by depart
ment stores. 

Having divided the reports into two major groups by 
kind of store, the next step was to classify the reports 
in each group by sales volume. This resulted in six 
volume groups for department stores and three volume 
groups for specialty stores. 

The funits of the volume groups for department stores 
are the same as those used in the 1934 study of depart
ment store results in the Pacific Coast States, and they 
dovetail with the group limits used in Bulletin No. 100. 
The data for specialty stores available for the 1934 
Pacific Coast study were too few to permit classification 
by sales volume, but the funits of the three volume 
groups of specialty stores set up in this study correspond 
closely with such class funits used in Bulletin No. 100. 
Of course, there may be some change from year to year 
in the firms assigned to the several groups owing to the 
changes in lirms reporting and in dollar sales volume. 

Common Figures 
In this bulletin common figures are given for . each 

of the several volume groups, except where the data 
received imposed funitations. 

The term "common figure" is used by the Bureau to 
mean the most representative figure in any series or 
array. It is the figure around which the percentages 
from all the individual reports in a group tend to con
centrate. It is determined partly by the median, that is, 
the Iniddle figure when the items are arranged in order 
of magnitude; and partly by the interquartile average, 
which is the arithmetic average of the Iniddle half of the 
figures. The common figure is selected partly by judg
ment based on inspection of the data and partly by 
means of computed averages. It is designed to reflect 
the typical or representative performance. 



Transactions 

In arriving at income, expense, and profit per trans
action, the Bureau used only the reports for firms which 
gave the number of gross sales transactions, gross sales 
transactions being understood to mean the number of 
sales transactions or sales checks which produced total 
gross sales, without additions or deductions for returns 
or credit transactions. In arriving at the common fig
ures for avemge gross sale, the gross sales for each firm 
reporting the data were divided by the total number of 
gross sales transactions. 

Definitions of Major Items 

N d sales, as used throughout this bulletin, represents 
the real volume of business done (in owned departments 
only). This figure is computed by deducting from gross 
sales the amount of merchandise returned by customers 
and the allowances granted to customers. 

Gross margin is net sales less total merchandise costs 
(net). The Bureau defines total merchandise costs (net) 
as the sum of three factors: (a) the difference (net 
decrease) in merchandise inventories at the beginning 
and end of the year; (b) purchases of merchandise at net 
cost delivered at the store or warehouse, that is, after 
cash discounts received have been. deducted and after 
inward freight, express, and truckage have been added; 
and (c) altemtion and workroom costs, net (costs less 
receipts from customers). 

Total expense, according to the Bureau's definition, 
includes charges for interest at 6% on investment in 
plant and equipment used, in merchandise inventory, 
and in accounts receivable, regardless of the source of 
the capital invested in these various assets or the rates 
paid on any capital borrowed. Also, total expense 
includes charges for the salaries of proprietors, active 
partners, and chief executives, whether or not they 
actually were paid. Salaries of inactive partners are 
considered as deductions from net gain. Total expense, 
therefore, represents the true long-run economic cost of 
conducting the merchandising or trading opemtions of 
the reporting stores. . 

Some of the charges which are included in total 
expense according to the Bureau's classification are dis
cussed later in this Appendix. Detailed definitions of 
all the items are included in the Bureau's pamphlet 
"Explanation of Schedule for Department and Specialt; 
Stores: 1935". Readers who wish more information on 
the expense classification than is contained in this bul
letin shoul_d write to the Bureau, which will gladly 
answer theu questions or mail a copy of the explanatory 
pamphlet. 
· Nel Jwofil, as the Bureau uses the term is the amount 

which remains after deducting total ex~nse from gross 

margin; or, stated differently, it is the amount which 
remains after deducting total cost, the sum of total 
merchandise costs (net) and total expense, from net 
sales. Total expense, as just defined, includes not only 
actual expenditures and regular charges, such as those 
for depreciation, but also fair compensation for man
agerial services and interest at 6% on selected assets, 
including the firm's equity in those assets. Thus, net 
profit is the profit after charges for capital, including 
that invested in real estate, and for management; it 
reflects the efficiency of a firm in the conduct of its mer- · 
chandising operations and the profitableness of a con
cern as a merchandising enterprise. The Bureau's net 
profit figure, however, is not the net business profit 
before interesl which many business men customarily 
look upon as net profit and which the Bureau calls net 
g'ain. Net profit, as defined by the Bureau, affords a 
better basis for comparing the results of different firms, 
and provides a more accumte measure of opemting 
efficiency than does net gain. 

. N d olherincome includes any net profit or loss on real 
estate opemtions after charging interest at 6%. on the 
avemge depreciated value of real estate used; interest 
at 6% on such part of the capital used in the business as 
represented the firm's equity, including the equity in 
real estate; and, as regards borrowed capital used in 
the business, any difference between interest at 6% and 
interest actually paid. These interest credits are made 
to offset imputed interest charged as expense. In addi
tion, net other income includes the amount of interest 
actually received, receipts from leased departments, 
and net income from any non-merchandising opemtions. 

Nu gain before Federal lax on income is the total of net 
profit and net other income. It is the net earnings 
including return on investment after considering all 
miscellaneous income or deductions other than Fedeml 
income taxes. Net gain is the figure which many mer
chants, bankers, and accountants have in mind when 
they speak of net profit, net business profit, or net earn
ings. In using the net gain figures, allowance must be 
made for the desired rate .of return on invested capital. 
The Bureau's treatment of cash discounts and interest 
in no way affects the net gain figure. 
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Classification of Expense 

The Bureau's classification of expense agrees sub
stantially with that set up by the Controllers' Congr~ss 
of the National Retail Dry Goods Association in Its 
Expense Manual published in 1928. There are, h~w
ever,. three important differences, those in the handhng 
of (a) rentals and related items, (b) interest, and (c) 
professional services. · 



Real Estate Costs 
In order to secure as great a degree of comparability 

as possible between the figures for firms owning their 
real estate and the figures for firms leasing all or part of 
their real estate, the Bureau's classification includes no 
item for rentals but has, instead, an item called "real 
estate costs". Real eslak costs includes {for properties 
used in the business only) rentals, taxes, and insurance 
paid on leased real estate; and a fair rental charge for 
owned real estate. This latter amount, of course, reflects 
taxes, interest, insurance, depreciation, and any other 
landlord charges, except repairs, on owned real estate. 
Thus, the figures given in this bulletin for taxes, interest, 
insurance, and depreciation do not represent the lolaJ 
expenditures or charges for these items. They exclude 
all expenditures or charges related to real estate, but 
t!teY. include the respective expenditures or charges on 
equipment. 

This treatment of real estate costs yields, in some 
cases, a profit or Joss on owned real estate. This profit 
or loss is carried to other income, along with the profit 
or loss on real estate not used in the business. 

Interest 
Interest includes interest at 6%' on the average mer

chandise inventory, the average amount of accounts 
receivable outstanding, and the average investment in 
equipment. Interest on the average investment in real 
estate is included in real estate costs. In all four cases, 
averages of the asset figures, usually as of the beginning 
and end of the fiscal year, were used in computing inter
est charges. Interest paid on borrowed capital and 
interest received were not considered in arriving at the 
interest charges in the expense statement, but were con
sidered in arriving at the amount of net other income. 

Professional Services 

ProfessionaJ seroices includes expenses, memberships, 
dues, and fees for buying or research organizations, and 
for domestic and foreign buying offices. In order to 
secure comparability between firms that own their 
offices and those which use the services of other agencies, 
tenancy charges on buying offices are included in pro
fessional services rather than in real estate costs. The 
central office expense for stores in ownership groups also 
is included in professional services. 

Taxes 
Taxes do not include taxes on real estate, which are 

included in real estate costs, or Federal income taxes; 
1 There hu been some discussion of the advisability of changing the rate used 

In computing interest on invested capital periodically to reflect th&ngtS iD the 
cost of money. In the decision to bold to the 6% rate there have been two com
pelling arguments: (z) that if the 6% rate were abandoned there w:outd be no 
IJCDtral agreement upon a method for choosing the rate to be substituted; an.d 
(:a) that since the rate il used in arriving at an imputed charge, on the whole 1t 
is more Important to use a fixed rate yenr after year than to attempt to find the 
correct ratr for each year and thus to force users of the figurea to make a teparate 
act of mental adjustments in interpreting each year's data. 
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but do include such taxes on sales or gross income as. the 
stores were unable to collect directly from their cus
tomers and hence were forced to absorb as expense. 

Stock-tum 
The stock-tum figures given in this report and based 

upon beginning and ending inventories were computed 
by dividing total merchandise costs {net) as defined 
under gross margin on page 18 by the average inventory 
as shown by the profit and Joss statement; that is, at 
cost. The stock-tum figures based on average monthly 
inventories were computed through ·the use of cost or 
retail inventory figures, whichever were furnished. In 
each individual case either total merchandise costs or 
net sales were used as the dividend, depending upon 
circumstances. 

Undoubtedly the rate of stock-tum based on monthly 
inventories provides a more reliable index of the tum
over of physical merchandise than· does the rate of 
stock-tum based on beginning and ending inventories; 
but since the figures computed on the latter basis are 
somewhat more representative, they are the ones, unless 
otherwise noted, referred to in the text. 

Initial Mark-up 
Of the other items given in the tables, initial mark-up 

requires special explanation. The figures for initial 
mark-up were not based on initial mark-up percentages 
reported by, or computed for, the individual firms; but 
rather were prepared through the use of the common 
figures for gross margin, alteration and workroom costs, 
total retail reductions, and cash discounts received. 

In calculating the percentage of mark-up, of course, 
the original retail value before retail reductions had to 
be secured. For this purpose the figure zoo%, repre
senting net sales, plus the common figure for total retail 
reductions as a percentage of net sales, was taken as 
original retail value expressed in terms of net sales. To 
secure the percentage of initial mark-up on invoice cost 
delivered, this original retail value was divided into the 
sum of the common figures for gross margin, alteration 
and workroom costs, and total retail reductions, Jess the 
amount of cash discounts received, all expressed as per
centages of net sales. This dividend represented the 
difference between original retail price of merchandise 
sold and delivered invoice cost of merchandise sold, 
expressed as percentages of net sales. 

This definition may be put into the form of an equa
tion as follows, all figures to the right of the equality 
sign being percentages of net sales: 

Gross Margin+ Alteration and Workroom 
Costs+ Total Retail ReductioD5-

Initial Mark-up Cash Discounts Received 
(on invoice cost - ---::,=00:"+r'T'i<o::";tal'::nRii:e:;'tail:'i·riR~ediuc:;tii:·0=115::-delivered) 



Using figures for department'stores With,$2,ooo,ooo to 
$4,000,000 sales from Table 2, the ·computation of _the · 
rate of initial mark-up based on invoice p~st, delivered'. 
is as follows: 

35-7~ 0-35+ 7-7-•·55 . 41-2 • 
__::_:_:__::_..:..:_..:.:.=- =38-3% 

100+7-7" 107-7 

Number of Reports 

Each table contains data regarding the number of 
. reports used. Since some reports included the figures 
for branches, or for more than one unit of an ownership 

.group, -the number of stores involved often was larger 
than the number of reports used. Consolidated reports 
for ownership groups were classified according to aver
age sales per store. 

Leased Departments 

This year the Bureau continued its attempt to elim
inate the effects of leased departments so that its com
mon figures might reflect the operations of owned 
departments only; and 5<1 that the figures for different 
stores would be essentially comparable regardless of 
differences in practice regarding leasing. The cooperat
ing stores were asked to report the sales of their leased 
departments, the amount of commissions or ren!als 

· received from l~s, and the_ portio~ of the stores' indi
.rectexpenses properly chargeable to leased departmentS. 
It was indicated· that the -sales of leased departments 
should .be excluded from sales; that direct exjJenses 
paid by the store5 for the account of lessees should be 
excluded from expense; and that the indirect expenses 
chargeable to leased sections similarly shoUld . be 
excluded. The amounts of gain or loss from leased 
department operations were included in other income. 

In many instances, the reporting firms made all these 
adjustments and thus practically eliminated the effects 
of their leased department operations. Where the firms 

. themselves did not do this, and wher~ the sales of leased 
departments amounted to 10% or more of total sales, 
the Bureau made the appropriate adjustments. Where 
this could not be done, and where leased department 
sales amounted to 10% or more of total sales, the per
centages which were most ·likely to be distorted by 
leased section operations (real estate costs, supplies, 
service purchased, total expense, net profit, and other 
income) were considere.d not comparable an4 were not 
used in arriving at the common figures published in this 
bulletin. There were a few cases where all e~nses 
apparently were distorted as a resu1t of leased depart
ment operations. In such cases the entire statement was 
omitted in setting common figures. 
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.BUREAU Ol" ~USINESS~CH: BtJILET~NS INPR.INT-Continued 
. , 

DRUG- WHOLESALE· 
No. 50.. Operating Ezpenses in the Wholesale Drug Buoiileos in 1924 · · · · ~No. 46, Operating Expeases in the Wholesale Drug Buoii1eos in '923 •• '' ·.·'' •.•• , '' •.. ''·.'' • • • • • • • • • • • • 50eeoll 

. .. . . . ~ ···~···!-'''''''''''''''''''''''"''' SOcea.ta 
DRY GOODS-, WHOLESALE (Soutbem) . . . . . . . . . 

. • ~~-~-Operating Ezpenaes ill the Wholesale DrY.~BusiQeu ill the South in 192.$. , ••• , • ,, ,;, ••••• 50~ 
Jl.R?CERY '-RETAIL (~ also CHAlN STORES). · · . · · . 

~::::::.: =!~Jf!ii"' l924,S~o. 52; 1923, No. 41'; ·1919, No. 18, ••.. ; ..... , .. 50 eeots each 
. N 5 . EzpeDaes • • Retail Groc:ety ores (1918) • •• : ..... • ............... · .............. ' • 50 eeoll 
; N~ 3' Oporatin ~~Retail~s:-<1( 91~) ..... ,~ •••••• .-•• ·.: •• : ••• '.•·········'······· 50eeots 

. . . • . . g . occcy ~ revsaededitiOD-1922)., .... _ ....... , ... ., ........ 50ceats 

.GROCERY-WHC!LESALE' (See aiM. CHAIN STORES) • . 
N~o. 55: CuesE OD ~ercbancliae Control in the Wbolaale Groc:ety Business (1925) •• • •• , • • • • • • • • • • (In cloth) $1.00 

1-~MetbzpeDI""or"' the Wholesale (lroceryBusineas: 1923, No. 40; 1921, No. 30; 1919, No. 19 •••.• so cents each 
• o. -.. ~ Paying ~en. and Operating Ezpenaea in the Wholeoale Groccrr Business in 1918. 50 cents · :: ~ =~= Ezpensea m the Wholesale Groc:ety ~~ (1916) .......... , ..................... 50 cents 

Accounts ,.,.. Wholesale GnJeen (revised editloa -.1920) ......................... ·. • 50 cents 

GROCjtRy -MANUFACTURERS 
No. 79.• Marketing Ezpensea of Groc:ety Manufacturers for 1927 an41928 •••.•••. · ••.. : .... · .. , , ... , .•• , ...•• $2.00 

· No. 77. Marketing ltxpeases of Grocccy Manufacturen for 1927 .................. · ........... : .... ;, . ' . .. • $1.50 
No. 69, Marketing Ezpenae Clasoification for Groc:ety Manufacturers (1928): ••••••.. , •..•• · ••• , . : ... , •. , • $1.50 

• 0 • ' -: ' • ' 

HARDWARE..:.:. RETAIL' • . . . •. 
· N 21 n.:.:... • v.-__.:.. • Retail u:.d S · 19 ~ · '· · · · "' , ~.-atmg -....--m ...,. ware tore& m 19 .......... , •.• , ...................... · ... 50 cents 
· :No. 1!· -~of~ Aecow>ts for Hardware Retailers (1918) ...... ; ............................ 50 cents 

JEWELRY -RETAIL 
. · No, 76 •. Operating Reaulll o£Retail jewelry Stores for 1927 ....... •· .......... , ............................ ·$1.50 

.· · No. 65. Operating Ezpensea o£ Retail Jewe1ry StGrea in 1926. ; • ; .. < ..... • ................. , ............. $1.50 · 
Com:spondiog Bulletins for ear!ier 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. Operating AccoUDts for_ Retail Jewelry Stores (1919). .................. _ .. • .................... SO cenll 

LABOR •. 
No. 2S. Labor TcrminoloiY (1921) ............. ; .................. .' ......... : ... · ....... , .. .. .. (In c!oth) $1.00 

PAINT AND VARNISH-WHOLFSAI B 
No. 66. Operating Ezpensea in the Wholesale Paint and Varnish Bwlioeaa in 1926 ••••.•••.•••••••••• ; •.••• $1.Sii 
No. 60. PTelimilwy ~ on Operating Bzpenaea in the Wholesale Paint and Varnish BllJioesa in 1925. 50 -~ .• 

_l'LUMBING AND HKATING SUPI'LY-WHOLESALB . 1 
• 

No. 72• Methods of Depart!Deotiling Merchanclile and Ezpenae Plprea for Plumbing and Heating Supply 
Wholesalers (1928) ... , ................ , .................................... , ••••••••.•• $1.00 

No. 71. Operating Ezpenaeo o£ ~bini and Heating Supply Wholesalers in the Central S- m 1927. • • • • • $1.50 · 

PRIVATE SCHOOLS 
No. 62. Operating Ezpenaea o! Private Schoola for the Year 1925-26, •••••.• , , .. • .... • .. · • . ·, •• : · .... • .. $1.00 

PUBLIC UTILITIES . · · · 
No, 68. Interstate TrammiMion o£ Power by Electric Light and Pcnrer Compalliea in 1926 •••••••••••• •. • • • $2.00 

SHOE-RETAIL (See aiM> CHAIN STORES) 
No. 59. Caaea oa MerchaDc1iae Control in Womeo'o Shoe Departmeoll of Departmeot Stores (1926) ••• • • .• • • $2.00 
Operati"' Ezpenoea in Retail Shoe Store&: 1923, No. 43; 1922, No. 36; 1921, No. 31; 1919, No. 20 .• • •• 50 eeots each 
No, 10. Management Problemo in Retail Shoe Stores (1913-1917) ............... • .. · · . · · · • .. · .. · · · · .. 50 cents 
No. 7. System o£ Stoclt-keepiDg for Retail Shoe StGrea (1922) •• , ..... , •• c ....................... _.. .• -,.50 eeots 
No. 2. Operatinc AccoUDII for Retail Sboe Stores (reviled editiOA-1917) •.•.••• •.- • •• · · •• · · • • · ~· .. • • • SO cents 

. . . - ~~ . ". 
SHOE-WHOLESALB . . · . 

No. 6. Syotem or Aeco11n11 f« Shoe Wholesalers (1916). • , ........ • ....... • .. • • ; ............ • • • ..... ~ eeoll 

STATIONERY AND OPFICB OUTFITTING-RETAIL . .• .. 
No. 80. Operatin1 Results of Retail Stationers and Ofllee Outfitters in,1928 • · ·, • • · • · • · · • • • • • • • • • • • • • • • • ·;-.• $2.00 
No. 67. Operatina Ezpenaea of Retail StationerS and Ofllee Outfitters 1D 1926, • • ,. • · · • • • • · • ·' • • · \; · •' l'.i $1

•
50 

TEXTILES (See a1eo COTTON) ,. 'i 
' No, 56. Diotribution o£ Teztilea (1926) •• ,' •• , ................... • ......................... "• .. (In doth) $3.50 

'WALL PAPER-WHOLESALE . 
No. 73. Operating Ezp- o£ Walli'IQ>Cl Wholeaalers in 1927 ........... • ... • .... • .. · • " .. " • .. • .. • .... • $1.50 


