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FOREWORD 

The report provided in this bulletin presents the results of the Bureau's 
ninth annual survey of operating margins, expenses, and profits of limited price 
variety chains. To the officers of the Limited Price Variety Stores Association 
the Bureau and the School wish to express appreciation for the financial aid 
which made it possible to continue this study. We are particularly indebted to 
Dr. Paul H. Nystrom for his interest in the work. The Bureau is also grateful 
for the support given to the research by executives of the individual chains. 
The many operating details provided by these officers constitute the basic 
materials for the study. 

The bulletin herewith presented is one of a series published by the Bureau 
on distribution costs. In accordance with the established practice in such 
studies, the statements received in connection with the research are considered 
as confidential and no one outside the small Bureau staff has access to the 
figures of cooperating firms. Nor is the identity of these firms disclosed without 
first securing their permission. 

The current study has been made under the direction of Miss Elizabeth A. 
Burnham, the Bureau's Research Supervisor. 

BosTON, MASSACHUSETTS 

]UNE, 1940 

iii 

HowARD T. LEWIS 
Director of Research 
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SUMMARY OF PERFORMANCE OF VARmTY CHAINS IN 1939 

• . . A. Disposition of the Consumer's Dollar 

OTHER 
EXPEN. 

TENANCY 
ANoiULATlb 
EXPENSES 

!I. sst 

INCL. 
INT. 
S.S6~ 

• 

NET COST 
0' 

M£RCHANOJS£ 
64.07¢ 

B. Combined Results of 4 7 Chains 
Operating 5,695 Stores 

Net Sales ......................... $921,276,295 

Net Cost of Merchandise Sold , •••• , $590,291,314 
Salaries and Wages •..••••..•••••• 135,191,498 
Tenancy Costs and Related Expenses •• 110,125,818 
Other Expense .................... 51,249,017 

Total Cost ••.••.•..•..•.•••...••.. $886,857,647 

Net Profit ......................... $34,418,648 
I 

Total Net Other Income ••••.•••• , •..•. 28,655,262 

Net Gain ............... • .......... $63,073,910 

vi 

100.00% 

64.07% 
14.68 
11.95 
5.56 

96.26% 

3.74% 

3.11 

6.85% 



EXPENSES AND PROFITS OF LIMITED PRICE 
VARIETY CHAINS IN 1939 • 

SUMMARY' 

The results for the year for 4 7 limited price 
variety chains taken collectively are given on the 
facing page. The data are shown in dollars, in 
percentages of net sales, in cents out of the con­
sumer's dollar, and in graphic form. 

Year-to-Year Trends 

Comparison of the data provided for I939 with 
those available for earlier years yields the follow­
ing significant facts. 

(I) Limited price variety chains achieved total 
net sales greater in .:1939 than in any other year of 
the period I924 through I939, and between s% 
and 6% higher than in I938. 

( 2) Following the tendency for moderate ex­
pansion characteristic since I934, chains increased 
their number of outlets slightly. The total num­
ber of such units operated by well-known estab­
lished chains was higher than that recorded in any 
prior year. Since I934 the percentage of new 
units opened in small cities has exceeded the per­
centage opened in more populous centers. 

(3) Average sales per store amounted to some­
what less than $2oo,ooo in I939, some 4% or s% 
higher than in I938 and roughly the same as in 
I93 7 in which year the highest sales per unit since 
I929 had been secured. Sales per store, however, 
were still more than Io% below predepression 
levels. 

(4) For the last three years the largest in­
creases in store volume were realized by chains 
with from IO to so stores located chiefly in cities 
of less than 2 s,ooo population. 

1 This page is designed to provide a succinct statement of 
the significant features of the operations of limited price variety 
chains in 1939· Qualifying phrases and interpretations have 
therefore been omitted. For a description of the basic materials 
used in preparing the report, see page 13; for a definition of 
items and a description of methods, see page 27. 

• 

I 

(S) For the IS chains which have reported for 
I929 and I93I through I939, there has been in 
recent years an upward trend both in dollar ex­
pense per store and in percentage outlay. Per­
centage cost in I939 was nearly s% of sales 
higher than in I929. Climbing expense percentages 
have been usual both for medium-size and for 
large chains. 

( 6) Since I933 gross margin rates have fluctu­
ated between 34·4% and 3S.6% of net sales. The 
percentage achieved by the IS chains in I939 was 
more than ~ of I% above that for I938 and 
slightly above the rates secured in I936 and I937· 

( 7) Percentage earnings for the Is chains in 
I939 exceeded those for I938 but did not attain 
the levels reached in I936 and I937· 

Goal Figures 

(I) As was true in I938, the most successful 
varie'ty chains of small, medium, and large volume 
secured gross margin rates of more than 3S% of 
sales. 

(2) Within each volume group in I939 the most 
profitable chains tended to be those which had a 
relatively high proportion of their stores in small 
cities where tenancy costs were relatively low. 

Number and Productivity of Employees 

For the third successive year the Bureau has 
prepared information relating to the number of 
employees and their productivity. Significant find­
ings from these data are as follows: 

(I) On the average there were about as many 
part-time as full-time employees in I939, and 
practically all the part-time workers were engaged 
in store activities. In December, the number of 
part-time employees typically exceeded the num­
ber of full-time workers. 



( 2) Except in the last two months of the year, 
75% or more of the total' work-hours was pro­
vided by full-time employees. 

(3) The sales per employee per week for the 
midweeks of each of the x;z months averaged was 
$xoo.6o, and the corresponding figure for sales 
per hour was $1.92. 

2 

(4) Among the chains there was a pronounced 
difference in the level of employee productivity. 
In general the figures were highest for firms oper­
ating relatively large-volume stores. 

(5) Data on sales per employee-week and em­
ployee-hour varied from month to month roughly 
in accordance with fluctuations in sales per store. 



YEAR-TO-YEAR TRENDS 

During the years intervening between. I929 and 
I939, the period covered by the Bureau studies 
for limited price variety chains, an increasing 
number of variety chains have participated in the 
research. Fifteen of the firms, however, with a 
combined volume of over $35o,ooo,ooo in I929, 
have submitted reports for I929 and for each of 
the years I93I through I939· From averages pre­
pared from these reports it is possible to draw 
some conclusions concerning year-to-year changes 
in operating results. As a supplement to these 
data, published sales and store statistics for seven 
large variety chains for the period I924-I939 
have been assembled from the Survey of Current 
Business and presented in index form in Chart I. 

It is obvious from this chart that total net sales 
as well as sales per store for the seven chains in­
creased in I939 over I938, with total net sales 
reaching the highest point recorded for the I 6-
year period. Total dollar sales were s% higher 
than in I938, and sales per store advanced to al­
most the same degree. The growth in number of 
units operated was slight, as it has been since I93 I. 

In Table I indices prepared from the data for 
the IS chains reporting to the Bureau show that 
these firms experienced similar increases in total 

sales and in sales per store from I938 to I939· 
Sales per chain were higher than in any of the 
preceding I o years and sales per store were only 
slightly lower than in I937, the highest point since 
the depression. 

1939 Earnings Greater than in 1938 

In the I938 report attention was directed to the 
fact that percentage earnings for that year were 
lower than for any other year since I932. The 
chains have reversed the downward trend in earn­
ings, in evidence since the year I936, and have 
achieved net profits on merchandising operations 
and final net gains which are substantially better 
than those recorded for I938. 

An important factor in the improved showing 
was the increased gross margin rate. Gross mar­
gin amounted to 35.2% of sales for I939, a rise 
of 0.64% of net sales over the I938 figure. Except 
in the year I933 when margins for retailers of gen­
eral merchandise were raised substantially, the 
I939 percentage is the highest on record for these 
limited price variety chains. Not only did the 
margin rate climb from I938 to I939, but' also 
dollar margins per store increased. According to 

Chart 1. Summary Statistics for 7 Variety Chains: 1924-1939 
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figures given in Table 2, the average dollar gross 
margin per store increased by about $4,000, or 
more than 6%, from 1938 to 1939. This rise, of 
course, reflects not only the higher margin per­
centage but also the increased sales per store. 

A secondary cause contributing to higher profit 

percentages was a lowered total expense percent­
age resulting from declines in the percentages for 
most of the component expense items. It should 
be emphasized that these declines were in per­
centage costs only. According to data given in 
Table 2 total dollar costs per store increased in 

Table 1. Operating Results for 15 Identical Variety Chains: 1929, 1931-1939 
(Percentages ·computed from the Aggregate Dollar Figures; Combined Net Sales= Ioo%) 

Items 1920 1931 1932 1933 1034 IOJS 1036 1037 1038 1030 

Aggregate Number of Stores .... 1,579 :z,oSs 2,185 2,188 2,217 2,261 2,303 2,341 2,374 2,395 
Aggregate Net Sales (in thous.) $359.346 $361,710 $325,703 $336,093 $377.692 $395.849 S434,832 $450,436 S432,904 S.56,352 
Average Net Sales per Chain (in 

thousands) ......••......... $23,956 $24,II4 $2I,714 $22,438t $25,157t $26,390 $28,989 $J0,029 $28,86o $30.423 
Average Sales per Store (in 

thousands) ................. $228 $173 $I49 $154t $170t $175 $•89 $192 $182 $191 

Index of Chaoge (•932=Ioo): 
Number of Stores per Chain. 72.27 95·42 100.00 100.14 101,46 103-.S 105·40 107.14 •o8.65 109.61 
Net Sales per Chain ........ IIO.JJ III.05 100.00 103·34 II5.86 121.54 133·5' 138·30 IJ2.91 140.11 
Average Sales per Store ...... •52.67 n6.38 100.00 IOJ.20 Il4.19 "7·45 126.67 I29.o8 122.33 127.82 

Net Cost of Merchandise Sold 
(including freight, express, 
postage, and truckage) ...... 67-32% 67.82% 68.52% 64-4o% 65.04% 65.55% 65.00% 64.87% 65.44% 6+8o% 

GROSS MARGIN . .............. 32.68 32.18 3•-48 35-60 34-96 34-45 35·00 35·'3 34·56 35·20 

Salaries and Wages .......... 

r::::% } ::::% 

13.01% 13.86% '4-33% 14-14% 14.08% 14-72% 14.84% 14-74% 
Teoancy Costs ............. 

} '3·'3 

10.28 9·35 9·11 8.75 8.72 9·40 9·'9 Light, Water, and Power .. ... 1,11 z.os 1.04 1,00 1.02 I,U 1.08 
Depreciation of Fixtures and 

Equipment. ............. 1.06 0.92 0-79 o.n 0.78. o.87 o.s. 
S'f.plies ................... 1.62 '·45 1.29 '·35 1.34 1,40 '·35 '·39 1.06 1.02 
A vertising ................ 0.21 0.24 O,JI 0.28 0,28 O.JI 0.27 0.36 0.38 0.39 
Insurance (except on real 

estate) .................. 0.36 0,32 0.44 0.41 0.42 0.42 0.36 0.38 0-39 0-39 Taxes (except on real estate or 
income): 
Sales .................... 

} 0,29 } 0.36 } 0.25 0-35 0.19 0.18 o.1 5 0.16 0.15 
Other ................... 0-43 

Miscellaneous Expense ...... 
0.44 0-47 o.s1 o.61 0.92 1.14 1.os 

1.10 I.OJ 1.12 0-93 o.8t 0.82 '·09 1.10 1.22 1.26 

Total Expense before Interest •• 25-35% •7-90% 29·73% 29-97% 29-32% 28.73% 28.46% 29·54% 30-58% 30.n% Total Interest .............. 1,40 r.sr 1.62 1.72 1.61 1.61 '·49 1.48 I.6o '·55 
TOTAL EXPENSE including In-

terest. ................... 26.75% 29·4•% 31·35% 3•-69% 30·93% 30·34% 29-95% 31.02% 32,18% 31.66% 
NET l'RonT oR Loss .......... 5·93% 2-77% 0.13% 3·9•% 4·03% 4-II% 5.05% 4-II% 2.38% 3-54% 

Net Profit or Loss from Real 
Estate Operations .....•.. .... '" . ,,, . ... 1·39% I,I9% I.I6% 1,36% '·55% '·55% 1.5o% Interest on Net Wortb (except 
on real estate, leaseholds, ' and goodwill) ............ .... .... .... 1.65 r.65 1,65 1.49 '·47 '·58 '·55 Other Revenue, Net. . ....... .... . ... .... L. o.o8 0.10 0.24 o.u 0.11 O.IJ 0.19 

Total Net Other Income •.•.... 2.68% 2.86% 3-23% 2.96% 2-94% 3.05% 2.96% 3·•3% 3.26% 3·24% 
NET GAIN before Income Tu:es: 

Percentage of Net Sales ...... 8.61% 5·63% 3-36% 6.87% 6.97% p6% 8.o•% 7-24% 5·64% 6.78% Percentage of Net Wortb .... 2o.o5t I0,66 5·73 II.63 u.53t I2.76t '4·97t IJ.93t 10,10 12.10 

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

ing Inventories . .......... 5-24 5-32 5·'3 4.86 s.oo 5·04 5-14 4·92 4·90 5-'3 

t The statement of one linn did n . ot cover a full fiscal year This a is d) ed t BecatBe of Inadequate balance sheet data lo the case of · ve~e a ust to reftect the sales for the entire period 
of all the chains in the group. one c.haln, the sure for net gain as a percentage of net worth was ~ot based on the report5 
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I939 over I938, and the dollar amounts for ten­
ancy costs, light, power, and water, and depreci­
ation as well as advertising were the highest 
reported for the IO several years. If the total 
dollar expense for I939 had been incurred without 
the accomplished sales increase, the expense rate 
would have climbed to nearly 33.0% of sales in­
stead of dropping to 3I.66%. 

Expenses Climb 

From data given in Table 2, it is clear that dol­
lar expense per store has been rising since I932. 
There was a slight dip in I938, it is true, but in 
I939 the outlay was in excess of, that for the year 
I93 7. Through the recovery years I934, I935, 
and I936, sales increased faster than expenditures, 

so that the total expense percentage decreased 
slightly from year to year as is shown in Table I. 

In I93 7, however, the increase in sales volume 
was diminished while expenses rose substantially. 
There was a consequent jump of roughly I% in 
the total expense percentage in that year. Again, 
in I939, when sales per store were at almost the 
same level as in I937, dollar expense per store was 
higher. At $60,326, it exceeded the average outlay 
per store for any of the years I93I-I938 and was 
only about I% below the expenditure made in 
I929. Store sales in I939, however, were about 
I6% below those achieved in the boom year, and 
hence the level of percentage cost for I939 was 
markedly above (about 5% of net sales) that for 
I929. 

Table 2. Operating Results per Store for 15 Identical Variety Chains: 1929, 1931-1939 

Items 1020 '""' 1033 :1934 '""' 1937 1030 

Average Sales pei Store.. $227.578 $173,482 $149,063 $153,607 $170,362 $175,077 $188,811 $192,412 $182,352 $190,544 

Net Cost of Merchandise 
Sold (includ'g freight, 
express, postage, and 
truckage). . . . . . . . . . $153,198 

GROSS MARGIN. . . . . • • . . 74,J80 

Salaries and Wages ... . 
Tenancy Costs . ..... . 
Light, Watu, and 

Power ............ . 
Depreciation of Fix-

tures and Equipment 
Supplies ............ . 
Advertising ......... . 
Insurance (except on 

real estate) .•...... 

$n7,647 $102 1139 
55,835 46,924 

r~:= r= 
559 

$98,920 $no,8n $1141760 $122,725 $124,8og $ng,gg8 $u3,473 
54,687 591551 6o,317 66,o86 67,6o3 6g,o14 67,071 

1,7u 

t-,625 
2,072 

436 

630 

$24,418 
15,929 

1,?82 

710 

$24,758 
15,952 

r,8r4 

r,389 
2,463 

541 

$26,587 
r6,srs 

x,886 

1,457 
2,557 

513 

688 

$28,320 
16,791 

r,g6o 

731 

2,043 

$28,o86 
17,511 

2,os8 

1,6oo 
1,944 

743 

743 
Taxes (except on real 

estate or income): 
Sales.............. } 665 } 624 } 637 387 593 327 331 282 282 286 
Other. . . . . . . . . . . . . 68o 791 887 1,144 1,775 2,074 2,001 

Miscellaneous ....... . 
11 
_ __:.2:•49:::.=1.\l--:;1•::.79:_:0:_1--:;1•:.:.6::71:_1--:;1•::4:::22:_!--.::1•:::3.::87:_!_-.::r•::43:.6:..1--.::2':_o_62+-.:.2':_1_16+--2':...2..:23+-...:2':...40_I_ 

Total Expense hefore In-
tuest............. $57,683 $48,410 $44,312 $46,o37 $49,942 $50,297 $53,740 $56,844 $55,765 $57.373 

Total Interest ....... . 
11 
_ _:3~·1::;9:.:.8_ 11 __ .::2•:.:.6:13:_1-_.::2•::4_14+_.::2•:.:.6;:_44:_1--.::.2•:.:.7;:_48+--2:...,8_2o_

1 
___ 2:..,8...:13:+--2:..,!4:...7:..+--2:...'9_22_

1 
___ 2:.;'9.:..53'-

TorAL ExPENSE including 
Inteiest. • . • • . . . • . • $6o,881 

NET Paonr OR Loss. . . • $13,499 

Net Profit or Loss from 
Real Estate Opera-
tions ............. . 

Interest on Net Worth 
(except on real estate, 
leaseholds, and good-
will) ............. . 

Other Revenue, Net .. . 

Total Net Othei Income $6,095 

NEr GAIN before Income 
Taxes. . . . . . • . . . . • . $19,594 

s51,o23 $46,726 $48,681 $52,690 s53,117 $56,553 $59,691 $58,687 $6o,326 

$4,812 $198 $6,oo6 $6,861 $7,200 $9,533 $7.912 $4,327 $6,745 

2,539 
L. I23 

2,889 
412 

2,819 
207 

2,84o 
212 

2,8!4 
247 

$2,858 

$9,773 $5,o18 $10,552 $n,868 $12,533 $15,126 $13,939 $1o,289 $12,919 
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The significance of changing dollar sales in rela­
tion to changes in percentage expense and earnings 
must not be overlooked. Variety chains with rela­
tively high expenditures in the fixed items, such 
as tenancy and related costs, are particularly vul­
nerable to changes in dollar receipts. 

Factors Underlying Fluctuations in Sales yotume 

Changes in sales per store in the variety chain 
field may result from several causes other than 
changes in general business. First in importance, 
perhaps, is the retail price level which may be 
expected to affect all chains dealing in similar 
merchandise in much the same way. Although no 
adequate price index is available for goods sold 
through limited price variety stores, it seems dis­
tinctly probable that a dollar's worth of sales in 
1929 represented less merchandise than it did in 
1939. If no severe changes occur in the retail 
price structure in the future, it seems possible that 
the record of 1929 will not be attained easily by 
variety chains. 

A change in average sales volume per store also 
may result from an altered policy in regard to 
store locations. According to data presented in 
Table 3, there has been a marked tendency since 
1932 to increase the number of units in cities with 
populations of less than Ia,ooo. The I 5 chains 
reported 23-7I'fo more outlets in these small 

shopping centers in 1939 than in 1932. This high 
figure compares with an average increase in total 
number of stores of only 8.32%- The potential 
sales in these cities necessarily are less than in 
more populous centers. During the past few years 
this expansion into small cities may have acted as 
a brake on the rise in average sales per store. On 
the other hand, there baS been a substantial ex­
pansion in cities with populations from soo,ooo-
1 ,ooo,ooo which may have served to raise the 
volume per store. 

A third factor affecting sales per store may be 
a change in customer buying habits. A shift from 
shopping in conge,sted districts to suburban shop­
ping for small-value items probably has taken 
place in the last few years. While this might not 
affect the total volume of sales in a chain store 
organization, it might result in pronounced changes 
in the figures for individual stores. Moreover, 
chains predominantly located in large cities may 
feel the effects of changing buying habits more 
than chains with units situated in cities of various 
sizes. Unfortunately for the large city operator, 
his fixed expenses account for a relatively larger 
share of total costs than is true for small city 
operators. Thus it is probable that chains with 
many stores located in metropolitan centers will 
find it difficult to keep expenses for such units in 
line if sales decline materially, as a result of de­
centralized buying. 

Table 3. Distribution of the Stores 1 of 15 Identical Variety Chains According to Size 
of City: 1932-1939 

Itoms .... 1033 1934 1035 1936 1037 1938 1030 

Number of Stores in Cities with Popu-
lations of: 

Less than xo,ooo . ................ 502 sos SIB 542 573 sB6 6o2 621 
101000'-251000,., •....•.•.•...•••. 574 s6s s&J s82 584 591 598 599 
25100~1001000 . ..... : .. , , .. , . , . , . 552 551 ssB s6• sso s6o s6B s66 xoo,ooo-soo,ooo. ...... ·········· 276 260 260 265 268 267 266 270 soo,ooo-x,ooo,ooo ................ IOQ ns "4 ns 120 120 121 125 x,ooo,ooo or more ................. 20Q 210 216 224 229 235 239 226 

Total ...•....................... 2,222 2,206 2,235 2,289 2,324 2,359 21394 2,407 

Index of Change (1932 = 100) in Num-
ber of Stores in Cities with Popu-
lations of: 

Less than 10,000 . .....•.......... 100.00 100.60 IOJ.I9 107-97 114.14 116.73 119-90 I2J.71 
IO,OOo-251000 .... •. · · · · · · · · · · · · · · 100.00 98·43 99·'3 101.39 101.74 102.96 104.18 104·36 2s,ooo-1oo,ooo ................... 100.00 99-82 101.09 101.63 99·64 IOI.4S 102.90 102.54 too,ooo-soo,ooo . ................. 100.00 94-20 94-20 96.oi 97.10 96·74 96-38 97·83 soo,ooo-t,ooo,ooo . ............... 100.00 1os.so 104-59 Ios.so 110.09 110.09 111.01 114.6S 1,ooo,ooo or more . ................ 100.00 100.48 103-35 107,18 109·57 112.44 "4·35 108.13 Total ...•....................... 100.00 99·28 100.59 103.02 104·59 1o6.x7 107·74 108.32 

' this table are based on the number o( stores In o eration at the end The figures gaven in P of each fiscal year 1 euc:Uy with the figures given in Table 1 indicating the average number of stores in operation during each fiscal Yeo.~nsequent Y the totals will not agree 
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Operating Results for 1935-1939 Classified by 
Volume Groups 

Table 4 presents trend material for the years 
I935 through I939 for chains with sales of 
$soo,ooo to $Io,ooo,ooo and those with sales of 
more than' $Id,ooo,ooo. These data, presented 
for the first time in this bulletin, show that there 
has been a greater relative growth in the number 
of units operated by medium-size chains than 
there has been for large chains. At the same time 
the increase in sales per store was larger for the 
large-volume organizations. These facts may be 
interrelated; the probable lower sales volumes of 
new units may be reflected in the Jess rapid in­
crease in sales per store for medium-size chains. 

For both volume groups percentage margins 
have risen since I935· Margin rates rose more 
sharply and were at a higher level for medium­
size than for large firms. Percentage expenses in 
I938 and I939 were heavier for both groups than 
in I935, although a decline from the high level of 
I938 was common in I939· Conspicuous among 

the items contributing to increased expense was 
salaries and wages, which rose for chains in both 
groups. 

Tenancy costs followed a differing trend for the 
chains in the· two size classifications. Tenancy 
costs and light, water, and power were lower in 
I939 than in I935 for chains with sales of $soo,ooo 
to $Io,ooo,ooo. For large organizations, those 
with sales of more than $Io,ooo,ooo, on the other 
hand, such occupancy expenses were o.s% of 
sales higher in I939 than in I935· This rise, it 
should be emphasized, took place in the face of 
an increase during the period of I I% in average 
sales per store. Apparently there has been little 
change in the distribution of the stores of the 
seven large chains according to size of city. Hence 
the rise in the real estate cost percentage is not to 
be accounted for by expansion into large cities 
where dollar rental rates are high. The tenancy 
cost item, however, includes, in addition to rental 
charges, amortization of improvements to real 
estate. Meagre data on file indicate that for the 
chains in this group there was an increase in the 

Table 4. Operating Results of Variety Chains with Net Sales of over $500,000: 1935-1939 
(Percentages Computed from the Aggregate Dollar Figures, Combined Net Sales = IOo%) 

8 Identical Chains with Net Sales 7 Identical Chaillll with Net Sales 

Items 
of $soo,ooo-Io,ooo,ooo of $xo.ooo,ooo-I~s.ooo.ooo 

1'035 1036 '"·" 1038 .... .... 1036 1037 1038 .... 
Aggregate Number of Stores .. , . 377 402 420 430 439 1,777 x,Bxs r,l47 x,872 r,886 

Average Sales per Store ....... $66,s86 $70,216 $721JJO $67,763 $71,092 $>75,316 $190,739 $I93,6g6 $•14,700 $195.450 

GROSS MARGIN.'"'' ..••••••. 33-70% 34-28% 35-00% 34·93% 3s-s8% 32.65% 33-36% 33-43% 32.88% 33-48% 

Salaries and Wages ........... '5-90% •s.8o% 16.30% 16.74% r6.77% '3-49% '3·5•% 14.o8% '4·•8% '4-12% 
Tenancy Costs and Light, Water, 

9.08 9.81 and Power ............... 8.6s 8.02 8.03 8.66 8.36 9.16 9-12 9·55 
Depreciation of Fixtures aod 

1.06 o.Sr o.88 Equipment .............. 1.08 1.04 z.xs 1.13 0-77 0-79 0.91 

Supplies .•....•.............. r.os x.os I.og J.OI 0-99 0.99 0-97 1.00 0-97 0.94 
Taxes ....................... 0-75 0-75 x.o6 r.og I.IO o.s8 0-74 I.OO 1.21 1.12 

Other Expense .....•......... 2.21 2-46 2.46 2.58 2.29 2.17 2.17 •·39 2-25 2.24 

Total Expense before Interest .. 29.64% 29.14% 29-98% 3•·•3% 30.64% 27-'6% 27-26% 28.40% 29-33% 28.85% 
Total Inteiest .............. 1.62 1.41 '·38 '·54 I.48 1.61 x.so '·47 r.6o x.sx 

TOTAL EXPENsE including Int ... 31.26% 30·55% 3'·36% 32-77% J2.I2% 28-77% 28.76% 29.87% 30·93% 30-36% 

NET PBoFIT OR Loss .••....... •-44% 3-73% 3·64% 2.16% 3-46% 3-88% 4-6o% 3.s6% '·95% 3-12% 

Total Net Other Income ....... 1,61 I.49 1.83 2.0$ '·93 2.62 •-79 •·95 J.OI 2.94 

NET GAIN before Income Taxes: 
1·39% 6.s•% 4-96% 6.o6% Percentage of Net Sales ..•... 4.os% s-o•% 5·47% 4·••% 5·39% 6.so% 

Percentage of Net Worth .... • • • 12.66 16.25 14.13 •6·93 '4·63 10.45 IJ.JI 

Rate of Stock-tum (times a year) 
Based on Beginning aod 
Ending Inventories ••..... 4·•9 4-25 4·'5 4-07 4·44. . s.os s.o8 s.oi 5-0I 5·09 

• Data not avaUable. See the paragnph on methods, Appendb::, page ::aS. 
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dollar amounts allocated to amortization of im­
provements during the period. This, of course, 
dovetails with the facts published by Chain Store 
Age 1 showing the increasing expenditure for mod­
ernization programs in recent years. A further 
contributing cause of rising tenancy costs prob­
ably exists in an increase in real estate taxes. 

Taxes,· other than real estate and income levies, 
have climbed for both groups of chains during the 
five years surveyed and now amount to more than 
I % of net sales. 

Retail Inventory and Stock-Sales Ratios 

Table 5 presents retail inventories per stor~; in 
dollars as of the end of each month from January, 
I934, through December, I939· These figures are 
based on data furnished annually by an increasing 
number of chains. In using the material as a con­
tinuous six-year series, therefore, it must be re­
membered that the data for recent years represent 
a somewhat different group of chains than do the 
figures for earlier years. 

Table 5. Average End-of-Month Retail 
Inventory per Store: 1934-1939 

Month 1034 1935 1936 1937 1038 1039 

No. of Chains I7 IS 19 20 22 29 

January .•... $29,143 534.53• $34.451 $36,427 S3s,6s1 $32,367 
Februazy .... 35.539 35,382 35,314 38,86s 36,6g4 34.953 
March ...... 37,220 38,280 37,274 4r,sB6 39.4S2 gS,goo 
April ....... 40,199 3S,S32 37.494 44,180 38,ss• 3S.326 
May ........ 40,296 38,395 36,98o 43,592 g8,go6 37.483 
June •.•..... g8,528 37,219 36,445 42,840 37,015 36,874 
July .••..... 31,75S g6,044 36,355 41,571 35,o66 36,627 
August. ..... 37,052 36,509 40,002 43.538 g6,J22 39.686 
September ... g8,8r6 40,003 42,714 46,814 39,200 41 18c)I 
October ..... 41100C) 43.978 46,J24 50,122 42,747 46,076 
November ... 42,946 45.593 48,o6r so,ggo 45,6r6 48.579 
December •.. 33.377 gr,688 35.7S3 35,o8s go,ggs 33,721 

In each year taken by itself the figures reveal 
a pronounced seasonal swing. The highest stocks 
recorded were· at the end of November in each 
year and the lowest stocks after the Christmas 
sales. Low inventories were also characteristic of 
the midsummer months of each year. 

If the figures for the 'six years be studied in 
sequence, it becomes clear that from 1934 to 1937 

1 Frank E. Landau, "Chains Spend $u6,rsg,gr4 in 1939; 
Set Peak Modernization Record/' Chain Store Age, Variety 
Store Executives Edition, November, 1939, p. 94. 
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there was a rising tendency in the amount of dol­
lar inventory per store, with the highest investment 
appearing late in 1937. During this four-year 
period, sales per store were rising also with the 
rate of increase greater in 1935 and 1936 than in 
1937. Indeed between 1935 and 1936 sales 'in­
creased more rapidly than did inventories. This 
is shown by the stock-sales ratios in Table 6 and 

Table 6. Stock-Sales Ratios: 1934-1939 

Month 
Ratio of lnventorsJor End of Preceding 

Month to es for Month 

1034 tOlS toJ6 IOl7 1938 IOJO 

Number of Chains .. I7 IS 19 20 22 29 

Januazy .....••••. 3·31 3·29 3·30 3·43 3·47 3.06 
Februazy ....•.•.. 3·30 3·34 3.26 3.26 3·46 3·I5 
March ........•... •·54 3·09 3·o8 2.62 J.II 2.87 
April ....•........ J.to 2.92 2.71 3.16 2.76 2-77 
May ...•......... 2.93 J.IO 2.6g 2.90 3·03 2-75 
June .••••........ 2-97 3·04 2.56 2.92 2-91 2-74 
July .............. 3-36 3.15 2-73 2-95 2.96 2.8Q 
August ..•........ 2-95 2.8Q 2.72 J.IO 2.81 2.S6 
September .....••. 2.9S 3·45 2.94 3.06 2-74 2.86 
October .........•. 2.8s 2-95 2-74 J.02 2.6J 2.88 
November .... o o. 0 3·o8 3·'3 3·23 3·43 2.99 J.o8 
December .•.•..•.. I.6g 1.75 r.65 1.75 1.52 I.6o 

may be reflected in the slightly increased stock­
turn rate indicated in Table I for the x 5 chains. 
It probably was difficult for executives to foresee 
~e retardation in the growth of sales per store 
m I937 and consequently inventory investment 
was relatively high and the ratio of stock to sales 
climbed in that year. · 

As ~hown by the data in Table 5, dollar in­
ventones per store for all the chains reporting the 
data declined during I938, when sales per store 
were dropping. Inventories, however, decreased 
by more than the sales decline and there was a 
consistent drop in the stock-sales ratio from Feb­
ruary to October of that year. This drop marked 
a reversal ?f the movement of the ratio during 
1937. Durmg the latter part of 1939 sales im­
proved and there was a rise in the investment in 
inventory. The stock-sales ratio was maintained 
at a fairly stable level around 2.8 from March 
through October. With the pronounced seasonal 
movements in sales characteristic of this trade the 
variations in the stock-sales ratio appear t~ be 
s!ight. It seems clear .that on the whole the execu­
tives are controlling their stocks effectively. 



PRODUCTIVITY OF EMPLOYEES 

Over the past eleven years there has been a well­
defined upward movement in percentage pay roll 
costs. Figures provided in Table I for the I 5 
chains reporting throughout the period, I929 and 
I93 I-I939, indicate that salaries and wages have 
climbed from I2.95% of net sales in I929 to 
I4. 74% of sales in I939· Part of the change, it is 
true, was caused by a drop in the average sales 
volume per store in the eleven-year interval. The 
difference of I6% in the sales levels between the 
two years must not be forgotten. In the face of 
this I 6% differential, salaries and wages in terms 
of dollars per store in I939 were only 5% below 
the pay roll amount for I929. 

Retail prices in general are lower than before 
the depression, while the reverse may well be true 
of wage rates in retail stores. Recent wage and 
hour legislation probably has tended to raise dollar 
expenditures for personnel. In view of these facts 
it is particularly important that measures of em­
ployee efficiency should be made available to retail 
executives. It is difficult to establish such meas­
ures, however, because of the varying schedules of 
work-week hours and differing proportions of 
part-time and full-time employees. 

Following the practice begun in I93 7 and con­
tinued for I938, information for selected weeks 1 

is given concerning sales per week per employee 
as well as sales per employee-hour. In preparing 
the former averages the number of employees used 
as a base consisted of all the full-time employees 
plus the number of full-time weeks provided by 
part-time employees. 

Not all the chains were able to report the mate­
rial requisite for this part of the study. Seventeen 
of the firms, however, furnished data for the 
middle week of each month on the number of 
full-time and part-time employees and the number 
of hours worked by each group. An eighteenth 
chain reported the number on the pay rolls with­
out indicating the hours worked. Sales data for 
corresponding weeks in the I 2 months were re-

1 For 1939 sufficient data were reported to prepare figures 
for twelve weeks rather than for the four weeks included in 
the two preceding studies. 
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corded by I4 ·firms, so that the monthly produc­
tivity data are limited to the figures for these I4 
chains.· Additional chains reported similar mate­
rial on a quarterly basis as in I937 and I938, and 
thus trend figures for I 2 identical chains are 
available for 4 weeks averaged in each of the 
years I93 7 throu!;lh I939· 

Number of Persons Employed 

For the I7 firms reporting the number of full­
time and part-time employees on the pay roll 
during 12 weeks of 1939, the aggregate number 
of hours worked was in excess of x ,ooo,ooo hours 
each week and approached 2 ,ooo,ooo hours in the 
week including December 15. During the first 
xo months of the year from 75% to So% of these 
hours was furnished by full-time help, while in 
November and December the percentage dropped 
below 70%. The average· number of hours worked 
per week by full-time employees was in the neigh­
borhood of 43 hours throughout the year, but the 

Table 7. Number of Employees per Store for 18 
Variety Chains: 1939 

(Store, Office, and Warehouse Combined') 

Median' Figures Aggregate Figures 

wm Full- Part- Total Full- Part· Total Including time time Em- time time Em-
Em- Em- ployces Em- Em- ployees 

ployees ployees ployees ployees 
------

January IS .• S-7I S·S• 11.00 20.46 IS-76 J6.22 
February IS. s.6I 6.s9 12.45 19-91 I7-34 37-2S 
MaiCb IS .... s.6I 6.69 12.98 I9-97 I8.2S 38.22 

April IS-· ••. s.86 6.78 13.15 20.92 I8.67 39-S9 
May IS- .... 6.48 7-7• I4-9S 21.24 I9-S8 40.82 
June IS- •... 6.88 6.9S I3-34 2x.ss I8.84 40-42 

July IS .••• • 6.9s 6.49 12.74 21.23 x8.o2 39-•S 
August IS ... 6.26 p6 I3-B4 20.8Q I7-S9 38-48 
September IS 6.s7 7·S3 I4-47 21.96 19.07 41.03 

October 15 .. 6.39 8.•s I4-s6 22.76 20.59 43-35 
November xs 6.91 9·55 I6.49 23.86 22.00 45-86 

• • • December xs 9.25 17.61 28.35 

• Data not available. . . 
1 A separate tabulation for 17 of the 18 cbatns lnd1cattd that throu~~:h­

out the year the mt<tian figure for office full-time employees per store Was 
0 ,77 or 0.78. On the ag:regate basis co~ponding 6gures rnnged from 
1 •71 to 1.74. Only 4 chains reporttd emploYing nonstore part-time workers, 
hence it was not possible to prepare separate figures for the number of 
part-time employees in offices and warehouses. 

s All the mtdians were set Independently; therefo~e the sum of the 
Individual items does not necessarily equal the total. 



Table 8. Sales per Week per Employee 1 for 14 Variety Chains: 1939 

For the Week Including Average 
Firm.l for 

Jan. rs Feb. IS March IS April I$ May I$ June rs July xs Aug. rs Sept. 1$ Oct. lS Nov. rs Dec:. IS u Weeks 

A $6o.85 $6<).15 $66.57 $55-24 $81.76 $76.15 $76.16 $6o.6c) $63.47 $56.93 $73-91 $60.93 $66.82 
B 60.47 75·70 6<).83 70.67 83·79 97·31 71.72 68.72 76.oo 89.02 77-29 III,t6 79·31 c 66.37 82.99 66.74 74·56 94·07 77·70 76·75 82.07 70.90 81.46 74·14 125·56 St.II 
D 70.76 72·54 72.16 98.25 90·54 ss.26 77·33 76.72 76.15 80.07 76.36 119.02 82.93 
E 66.99 84.76 76.12 89·93 86.71 94·76 So. 56 99·92 93·15 87.07 79·13 115.28 87.86 
F 74·73 82.62 79·21 ss.63 IIJ.OQ 88.47 82.31 80.71 90.48 86.37 72.05 20C).07 95·39 
G 82.55 93·31 90·93 n6.ox 103.38 102.08 94·14 92.63 97·03 IOI.95 101.28 129.66 100.41 
H 81.77 89.86 92.63 87·73 128.45 90.70 94.61 96·4• 92·94 111.43 91·49 15I.g0 100.?8 
I 61.6<} 101.22 79·39 97.65 109.21 107-94 99·54 90.24 98.81 120.32 II2.73 158·93 IOJ.I4 
J 92·47 IOO.II 83·35 78.17 96.36 95·34 124-32 "3·99 126.48 n8.67 83.87 161.38 xo6.:u 
K 87.06 99·11 96.13 9'·37 II9.83 ur.86 117.06 102.65 us.6s n8.69 1I2.52 160.78 "'·89 
L 90.03 97·8• 100.43 95·39 139·'9 126.40 ns.84 U2.89 104.81 126.46 "4·75 176.63 n6.72 
M "4·57 ns.86 98.70 126.48 138.67 136.5• 12J.IO IJ2.28 132.38 '3'·97 II7.84 • • 
N 126.34 81.54 98.o6 154·12 164·74 '47·40 '5'·3' 115.07 106.91 167.69 133.09 205.01 137.61 

Median 78.25 87·3' 81.37 90.65 xo6.go 96·33 94·38 94·53 95·09 to6.6c) 87.68 155·12 100.60 

• Data not available. 
1. The figures in this table were derived from data on the number of hours worked by both lull-time and part-time employees. The numbe.;, of hours worked by part.time employees has been converted 

to a full-time equivalent. · 
1 Since the designation by letter in this table is based on the average sales per employee per week secured by the firm for 1939, the letters in thls table do not necessarily Identify the same chains as do the 

"" corresponding letters in Tables 9, 10 and 11, • 
0 

Table 9. Sales per Employee-hour 1 for 14 Variety Chains: 1939 • 

For the Week Including . Average 
Firm.l r., 

Jan.u Feb.1s March IS April1s May IS June IS July IS Aug. IS Sept. IS Oct. IS Nov. IS Dec. IS 1:1 Weeks 

A $1.27 $I.4J $1.39 $1.15 $1.70 ''·59 ''·59 $t.26 $1.32 $1.19 $1.54 $1.27 $1.39 
B 1.28 1.6o 1.48 '·49 '·77 2.06 1.52 '·45 1.6o 1.88 1.63 2.33 1.67 c 1.27 1.63 '·44 1.71 1.67 '·79 '·55 1.92 '·79 1.64 1.52 2.26 1.68 
D 1.38 1.72 '·39 '·55 1.96 1.62 1.60 1.71 1.48 1.70 '·54 2.62 1.6<} 
E '·49 1-52 1.52 2.o6 1.90 '·79 1.63 1.61 1.6o 1.68 1.6o •·49 '·74 F '·45 1.58 1.52 1.65 2.19 1.70 •. 5s '·55 '·74 1.66 '·39 4-02 1.83 
G I,IX I.8o 1.42 '·75 1.96 '·94 '·79 1.62 1.78 2.17 2.04 2.88 •. a5 H 1.63 1.78 •. as '·75 2.56 1.81 1.89 1.92 1.86 '·97 

. 1.83 J.03 '·99 I 1.82 '·97 1.66 1.56 1.92 1.92 2.51 2.30 •·53 2.38 1.6<} 3·29 2.13 
J 2.09 2.27 2.33 2.17 J.IO 2.81 •·47 2.51 2.38 •·94 •·55 3·6cJ 2.61 
K 2-07 •·35 2,29 2.18 •. as 2.90 •·79 •·44 •·75 2.83 2.68 3.66 2.65 L •·37 •·39 2.04 2.62 2.87 2.82 •·55 •·74 •·74 •·73 2.4J • • M 2.48 2.80 2.73 3·30 J.II 2.8J 2.60 2.56 2.62 •·75 •·73 3·•4 2.81 
N 2.6J 1.6<} 2.04 J.2I 3·43 3·07 3·15 2.40 2.2~ 3·49 •·77 4·27 2.86 

Median 1.56 '·75 '·59 '·75 2.08 '·93 1.84 1.92 1.83 2.07 1.76 3·'4 '·92 

. Data not available . 
! ~he fi101res i~ th~ table were .deri~ from data on the number of hours worked by botb full-time and ~rt-time employees. 
S•ndi~ lhe1 desl~atiToabn 1by letter 1n thiS table is based on the average sales per employee-hour secured by the firm for 1939, lbe letters iQ this table do not necessarily identify the same chains as do the 

correspon ng etters m es 8, 10, aud u. 



number of hours spent by part-time heip increased 
from less than 20 in the first IO months to 2 s or 
more in November and December. 

Table 7 presents on both a median and aggre­
gate basis the average number of full-time and 
part-time employees per store in each of the I 2 
weeks reported for I939· The difference in the 
level of the medians and aggregates results, of 
course, from the difference in the statistical method 
used. The aggregate figures are greatly influenced 
by the figures for large chains operating relatively 
large stores. The medians, on the other hand, give 
equal weight to the figures of all reporting chains, 
regardless of size. Among the I8 chains for which 
data are summarized in Table 7, 6 had fewer than 
IO stores, 6 had from IO to so stores, and 6 had 
so or more stores. On the basis of sales per store, 
IO had average sales per unit of from $3o,ooo to 
$Ioo,ooo, while 4 had lower, and 4 had higher, 
volumes. 

One of the striking facts in the table is the in­
crease in the number of full-time employees per 
store from the week including November IS to 
that including December IS. The median figure 
jumped from 6.9I to 9.2 s, an increase of about 
34%. Unfortunately one chain was unable to 
provide employee statistics for December. For 
the I 7 that were able to give the data, the increase 
between the middle of November and the middle 
of December, on an aggregate basis, was about 
40% .. 

A second striking fact is the close similarity 
between the number of full-time and the number 
of part-tirhe workers per store during the weeks 
covered by the table. On a median basis tlJere 
were about as many part-time as full-time em­
ployees in the first IO selected weeks, with the 
number of the former exceeding the latter in the 
middle of November and December. On the ag­
gregate basis, the number of part-time personnel 
was slightly below the number of full-time people 
for the first I I weeks, and, for the I 7 chains giv­
ing the data, was slightly below in the middle week 
of December as well. 

Sales per Empl.;yee and per Employee-hour: 1939 

Table 8 provides figures for sales per employee 
per week for I2 weeks of I939 followed by aver­
ages based on the figures for the I 2 weeks. Indi­
vidual data for the I4 chains are given in separate 
rows, the position of the row being dependent on 

II 

the average sales per employee realized by the 
firm for the I2 weeks. This average ranged ·from 
$66.82 to $I37.6I, and the median experience was 
$Ioo.6o. From data available for IO of the I4 
firms it appears that the value of the average 
transaction varied from I8 cents to 32 cents with 
a median of 2 s cents. If the average of 2 s cents 
be regarded as typical of the group, then the num­
ber of transactions per week per employee in the 
I2-week period was about 400. 

There was a marked variation from month to 
month in the dollar sales per week per employee. 
The lowest figure was usual for the middle of 
January and by far the highest for the middle of 
December. Higher than average sales also were 
recorded in May and in October. For the most 
part changes in the sales per week per employee 
correspond with changes in the sales per store. 
In the week including November IS, however, 
sales per store rose above the level in the middle 
week of October yet the sales per employee 
dropped. It is possible that in November the 
additions to the number of part-time employees 
shown in Table 7 were greater than the sales in- · 
crease in the period required. On the other hand, 
it may have been essential from an operating 
standpoint that at least some new people should 
acquire a knowledge of stocks and the selling 
techniques to be used before the height of the 
Christmas rush. 

Because there were variations among the chains 
and among the months for individual chains in 
the number of hours constituting a full-time week, 
it seemed desirable to provide figures on the basis 
of sales per hour. These are given for the I4 
chains in Table 9· On the average for the entire 
year the sales per hour ranged from $r.39 to $2.86, 
the median being $I .92. Thus, assuming an aver­
age transaction of 2 s cents, the employees com­
pleted between seven and eight transactions per 
hour. Here again, as in Table 8, the highest 
records were for the week including December Is 
and the lowest were in January. 

There is a slight suggestion in the data that sales 
per employee-hour may have been lower for firms 
with transactions of relatively small value than 
for those with higher average sales. This tendency 
is not well defined, however. 

The s firms realizing the highest hourly sales 
per person for the average of the I2-week period 
also had the greatest productivity in 8 out of 12 

individual months. Three of these s were the 



chains with average sales per store of $1oo,ooo 
or more. This fact is consistent with the finding 
in 193 7 and 1938 that sales per employee have 
tended to vary directly with the size of store 
operated. 

Trend in Employee Productivity: 1937-1939 

Tables 10 and II present data for the three 
years, 1937-1939, for 12 chains which have pro­
vided comparable figures for 4 weeks in each year. 
The firms included are not necessarily the same 
chains as those included in the more detailed 
tables covering 12 weeks in 1939. The purpose 
of these tables is to indicate the direction of 
year-to-year change in the productivity of per­
sonnel. 

It is clear that over the three-year period there 
has been a narrowing of the range covered by the 
data submitted. In Table 10 the difference be­
tween the extreme low and the high items for 
193 7 was $80.43, while in 1938 the difference was 
$48.63, and in 1939, $45.87. This narrowing has 
come at both ends of the range with about twice 
as much of the reduction coming at the high end 

Table 10. Sales per Employee 1 per Week for 
12 Identical Variety Chains: 1937-1939 

Finn' 
Average of Four Wteksl 

1937 1938 1030 

A $73-48 $IIJ.46 $123.61 
B 86.13 92-33 97-28 c 87.69 85.19 94.80 
D 97-18 96.96 104·93 
E 98.61 IOJ.64 102.87 
F QQ.OI 82.15 88.58 
G 100.02 107-97 94-83 
H 101.08 IOJ.IO 88.15 
I II7.22 99·49 85.23 
J 134-38 IJ0-78 127.07 
K IJ7.80 IIJ.59 I II.27 
L 153-91 IJO.OQ IJI.IO 

Median 99·57 IOJ.J7 roo.o8 

1 The figUres in this table were derived from data on the number of 
hours worked by both full-time and part-time employees, The number 
of hours worked by part-time employees has been converted to a full-time 
equivalent. 

:1 Since the designation by letter in this table is ba.'led on the avernp:e 
saleJ per employ~e ~cur~ by the firm in ~937, the !etten. in thi!l table 
do not necessanly 1dent1fy the same chains as do the corresponding 
letters in Tables 8, 9, and n. 

a Including March IS, June IS, September IS, and Deeember IS, 

of the series as at the low. In both tables, it is 
noticeable that the firm having the lowest figure 
in 1937 has improved progressively in 1938 and 
in 1939 and that several chains which had better­
than-average records in 193 7 have lost ground in 
1938 and again in 1939. It is possible, of course, 
that there has been some improvement in the 
quality of the personnel data submitted during 
the three-year period, which is reflected in this 
narrowing of the range of the figures. However, 
if the figures for the period are comparable, then 
more chains have consistently suffered decreasing 
personnel efficiency. than rising efficiency. The 
medians in both tables indicate that the produc­
tivity in 1939 was less than in 1938. Yet from 
tables presented earlier in the bulletin it is clear 
that average sales per store for the year were 
better in 1939 than in 1938. Furthermore, exam­
ination of the sales data for the four middle weeks 
of March, June, September, and December indi­
cated that in the majority of instances sales per 
store for the 12 chains were higher in 1939 than 
in 1938. It would have been reasonable to expect 
somewhat higher productivity per employee for 
1939· 

12 

Table 11. Sales per Employee-hour 1 for 12 
Identical Variety Chains: 1937-1939 

Finn• Average of Four Week.!.• 

1937 1938 ' 1930 

A $1.67 $2.76 $2.90 
B 1.79 1.74 1.93 c 1.83 2.01 2.II 
D 1.85 2.09 I.82 
E 1.95 1.74 1.87 
F 2.07 2.1J 2.II 
G 2.12 2.17 1.85 H 2.24 2.63 2.86 
I 2.38 2.05 1.118 
J 2.68 2.05 2.01 K J.01 2.97 2.80 L 3-04 2.66 2.66 

Median 2.1o· 2,1I 2.06 

• hours ~~k~~ubesy t!t~h 1f 1t1a~le were derived from data on the number of 
1 S' u ·ttme and part-time employees 

1 tnce the dtslgnation by letter tn this table 1.5 based on the avernt!"e 
~b~ ~~r neorrp~oyee-h~ur .secu~ed by the ftrm in 193 7 the letter5 in this 
tellers in Tabl~cgssanly 1ddenh(y the Nme chains as do the corresponding 

a 
1 1 

. , 9, an to. 
nc udmg March IS, June rs, September tS, and December IS-



BASIC 1.939 TABLES 

The information presented in this report is based 
on statements submitted to the Harvard Bureau 
of Business Research by 47 limited price variety 
chains. The number of usable reports received 
is greater than for any of the nine prior years fo.r 

, which the Bureau has conducted surveys of this · 
· type, the gain of three reports as compared with· 

I938 being recorded for small chains. ·As in ;I938, : 
all the large Vnited States variety chains are repre- , · 
sented in the I939 study. If figures for the 7 re-

• porting Canadian chains be omitted, the sales of 
the 40 United States firms amounted to $9o7,-
83S,269, or almost go% of the estimated total 
volume for variety stores in this country for 
I939-1 

The 4 7 reports included figures for I8 chains 
with less than IO stores, I3 chains with from IO 
to so stores, I4 chains with from so to soo stores, 
and 2 chains with more than soo stores. A some­
what different size grouping was secured when 
dollar volume was used" as a criterion, owing to 
the fact that the size of units operated by the 
several chains varied substantially. Thus, on an 
aggregate volume basis, 2 I chains realized sales 
of less than $soo,ooo each, I6 secured volumes 
ranging from $soo,ooo to $Io,ooo,ooo, 8 secured 

1 No exact figure for the percentage of the total variety 
business done by chains is available, but the chains account 
for a large proportion of such retail volume. It is probable 
that the Bureau figures represent more than 90% of the total 
variety chain volume. 

volumes of from $Io,ooo,ooo to $12 s,ooo,ooo, 
and 2 ~a~ sales in excess of $12s,ooo,ooo. 

Sales Volume per Store Varies within Wide Limits 

For the first time in this series of studies, figures 
have been obtained classifying the stores operated 
by the individual reporting chains according to 
dollar sales per. store. These data, available for 
43 of the chains, are summarized in Table I 2. 
Figures in the first column of this table clearly 
indicate that most of the chains, 4I out of 43, 
had stores with sales of from $3o,ooo to $Ioo,ooo. 
Furthermore, stores of this size, as shown in the 
third column, constituted over 3S% of the 3,o9s 
stores represented in the table. These stores, im­
portant as they were in the organizations of most 
of the chains, accounted for but I3.o2% of the 
total net sales volume. Stores with sales of less 
than $3o,ooo were operated by 3 I of the 43 firms, 
constituting 9.92% of the total number of stores 
but realizing only I.2o% of the total volume. 

Most important, both from a standpoint of 
number of stores and realized sales, were the I,SII 
stores with annual volumes from $Ioo,ooo to 
$soo,ooo. Although such units were operated by 
only I7, or slightly less than 40%, of the chains, 
the sales realized amounted to s8.42% of the. 
total volume of the 43 chains. It is significant that 
6 chains operated 40 stores with sales of more 
than $I ,ooo,ooo each, together contributing more 
than Io% of the total sales volume. 

Table •12. Distribution of Stores Operated by 43 Variety Chains According to Sales per Store: 1939 

(Aggregate Figures) 

Stores Operated for the Net Sales in Stores ~rated for 
Number of Entire Fiscal Year the Entire Fi Year ~ A,..,... Chains Sal.,. 

Annual Net Sales per Store Opmti';\'; Pereentage of p.,.., .. r per Store -
Stores of e Number Total Number Doll us of Tota 

Size Indicated of Stores Net Salts 

Less than f;Jo,ooo . ................ · · · · 31 307 9·92% $6,464,872 1.2o% $2x,os8 

41 1 1102 35.61 70,2JJ,756 IJ.02 63.733 
S3o,ooo-$too,ooo . ................ · · · · · 48.82 JI51t60,706 58.42 2oB,s1B 
$too,ooo-$soo,ooo ............... ·. · · · · 17 r,su 
$soo,ooo-$x,ooo,ooo ................... 8 135 4-36 gt,633,942 16.99 678,77o 

$x,ooo,ooo or more . ............... · · · · · 6 40 1.29 55,985,997 IO.J7 r,J99,6so 

Total ....................... ------··· 43 3.095 too.oo% $539.479,273 xoo.oo% $I74,J07 

I3 



Sales of Apparel and Accessories Important 

Table 13 presents a classification of sales by 
merchandise lines. As in past reports, the figures 
are presented in two ways: at the left are percent­
age figures based pn dollar aggregates for the 24 
chains providing the data; while at the right are 
given medians prepared from the tabulated arrays 
of the percentages for each sales category for each 
individual chain. The aggregate figures, of course, 
give large-volume chains more weight than small 
chains. The medians, on the other hand, give 
equal weight to the percentages for all chains, imd 
are not distorted by unusually high or low figures. 

Table 13. Sales by Merchandise Lines for 
24 Variety Chains: 1939 

(Net Sales = roo%) 

Merchandise Lines -... MediiLD51 

Apparel and Accessories .............. } 39-06% 32-42% 
Dry Goods, Notions, and Domestics .... 15.27 
Hardware, Electrical Supplies, Crockery, 

and Glassware .................... 13.6g 14-43 
~o~, Games, and Books . ............ : } 12.47 5·46 

tationery .......................... s.68 
Drugs and Toiletries ..•.............. 9·77 9-70 
~~ell":"eous ....................... 8.74 s-67 

o ecbonery and Nuts .............. 7-17 7-69 Soda Fountains, Luncheonettes, and Res-

J:=~--:::.::::: : ::: : : :: : : ::: : ::: 7.10 3-48 
2.00 '·94 

Total ............................... roo.oo% roo.oo% 

1 All m . . . tJ!e edtans were set I_ndependent)y, therefore the sum of the 
mdividual Items does not necessarily equal 100. 

The percentages in Table 13 are arranged in 
the order of their relative importance on an ag­
gregate basis, percentage sales of apparel and ac­
cessories and dry goods, notions, and domestics 
appearing at the top of the list in 1939 as they 
have in ~ast years. Comparison of the aggregate 
and median figures for these lines indicates, how­
ever, that the sale of apparel and dry goods is 
relatively less important in large chains than in 
smaller organizations. Complete details were not 
provided by all 24 chains on the division between 
app~rel a.n~ accesso~ies and ~ry goods. For the 2 3 
chams givmg the mformabon, however it ap­
peared, on a median basis, that the sale of' apparel 
and accessories was more than twice as important 
as that of dry goods, notions, and domestics. 

Operating Results for All Reporting Chains 

Table 14 presents results for the 47 variety 
chains reporting for 1939. In the first two col­
umns of this table are the aggregate dollars for 

each operating item and the percentages com­
puted from these aggregates. The figures reveal 
that during the year the 4 7 chains took in over 
the counter $921,276,ooo, or an average of 
$162 ,ooo per store 1 in the 5,695 units operated. 
Out of the money so received, the chains paid 
$590,291,ooo, or 64.07%, for merchandise and its 
transportation to the stores. Out of remaining 
funds, $296,566,ooo, or 32.19% of sales, was used 
to defray operating expenses (including interest 
on net worth). There was a resultant net profit 
on merchandising operations of $34,4I9,00o, or 
3-74% of sales. When interest on net worth, previ- · 
ously charged as expense, was credited together 
with nonmerchandising revenue, the final earnings 
out of which income taxes and dividends were to 
be paid amounted to $63,074,ooo, or 6.85% of 
sales. 

Data for the last three columns of Table 14 
were obtained by arraying from low to high the 
figu.res reported for each item by the 47 individual 
chams. As a supplement to this part of the table, 
comp~ete. array~ of the percentages reported for 
five sigmficant Items are given in Table 15, page 
16. Thus, we see in Table r 5 that the figures for 
gross margin ranged from 25.67% to 41.90% of 
net sales with the median or twenty-fourth item . ' ' amountmg to 34·54 %- One-half the figures cen-
tered about this median ranged from 33.31% to 
36.21%. The median figure and the range limits 
within which half the data fell are presented for 
all the items in the right-hand columns of Table 
14· Thus it is possible for a chain store executive 
to c?mpare his own operating figures with the 
medians, and to see whether or not his perform­
ance lies within a normal range. 

In contrast to the aggregate figures which show 
~ow the c?nsumer's dollar is spent, on the average, 
~n 0e entire variety chain field, the median figures 
mdi~at~ the costs typically incurred by chain or­
gamzatiOns, without regard to size of chain.· While 
the a~gregate data are heavily influenced by the 
expenence of a few large chains, the medians give 

1 This average 't · ht b given for all t ' 1 mig e noted, is slightly lower than that 
cause this diff:r:~~ {e~~rted in Table 12. Two factors may 
somewhat larger inl;:abl;rst, the n?mber of reporting chains is 
of stores represented is 14 tb~n 10 Table u, and the number 
stores operated less th::bst:ntlally larger. In the second place, 
the data in Tab! h a ull year have been excluded from 

e 12 w ereas the t 'a] • • sales for all units ~nd r ~a en lD Table 14 mcludes 
stores, from which sales p · esen~ !11 the aggregate number of 
the average number f P~~ umt 15 computed, a summation of 
chain. 0 uni operated during the year by each 



Table 14. Operating Results for 47 Variety Chains: 1939 
(Net Sales = xoo%) 

Aggregate Figures Median and Range Figures 

Items Amount. Percentages Percentages Comlf!ted from the Figures tn Each 

(DolJar fiJW'es Computed from 
Chain aken Individually 

the Combined glVentn 
DollarF~es Median• One-ba1f the Reported Figura, 

thousands) of the 47 ·ns Figures Centered on the Median, Lay 
between the Limits Listed Below 

Aggregate Number of Stores ............................... 5,695 5,695 .... . ... 
Aggregate Net Sales ...................................... $()21,276 100.00% $g2I,276 .... . ... 
AverageNetSalesperChain ............................... $rg,6o2 .... . ... . ... . ... 
Average Sales per Store . .................................. $162 .... . ... . ... . ... 
Index of Change (1939/1938): 

Number of Stores per Chain .............................. .... . ... 100.00 100.00 ros.oo 
Net Sales per Chain .......................•............. .... . ... 107.12 104.22 "4·94 
Average Sales per Store ........................ : ........ .... . ... 104.85 102.38 109.63 
Net Sales in Identical Stores ............................ .... . ... 106.04 104-30 107.37 

Net Cost of Merchaodise Sold (including freight, express, post-
age, aod truckage) ................................... S590,2QI 64.07% 65-46% 63-79% 66.69% 

GROSS MARGIN . ..• 0 •••••••••••• 0 0 •••••••••••••••••••••••• 330,985 35·93 34-54 33·31 36:21 

Salaries and Wages ..................................... $1351192 14.68% 16.5•% 15.o6% '7·94% 
Tenaocy Costs ......................................... 92,627 10.05 5-47 4·52 1·76 
Light, Water, and Power ................................ 9.838 1.07 1.14 0.91 I.JI 
Depreciation of Fixtures and Equipment . ................. 7,66o o.83 0.97 o.n 1.15 
Supplies .............................................. 7,911 o.86 1.10 o.63 I.JI 
Advertisinf . .......................................... 2,163 0.2J 0.29 " 0.19 o.6o 
Insurance except on real estate) . ........................ 3,816 0-41 0.49 0.35 o.6o 

Taxes (except on real estate or income): 
0.16 Sales ............................................... 114J2 0.00 0.00 0.16 

Other ............................................... 101II5 1.10 I.IJ 0.86 '·39 
Miscellaneous Expense .................................. n,oo8 1.19 1.42 I.IJ 1.82 

Total Expense before Interest ............................. $281,762 30·58% 29·72% 27.86% 31.24% 

Total Interest ................... • ........ · .... · · · · · .. · 14,804 1.61 '·57 1,41 1.86 

TOTAL EXPENSE including Interest ......................... $296,566 32.19% 31.26% 29-46% 33·23% 

NET PROFIT OR Loss ................. • • · · .. • • · · · · • · · · • • · · $34.4'9 3-74% 2.68% '·54% 4·50% 

Net Profit or Loss from Real Estate Operations ............ $12,820 '·39% o.to% o.oo% 0.38% 

Interest on Net Worth (except on real estate, leaseholds, and 1.63 
goodwill) .......................... · .. ···· ...... · .. ·· 14,223 '·54 '·43 1,21 

Other Revenue, Net ............................... ····. 1,612 0.18 0.01 0.00 0.09 

Total Net Other Income ..•.....•..........•......•........ $28,655 3·"% '·79% '·49% 2.28% 

NET GAIN before Income Taxes: ........................... $63,074 
6'.85% 4.66% J.40% 

.... 
Percentage of Net Sales ................................. . ... p8% 

Percentage of Net Worth' ......................... · . · · · · .... r3·59 '4·74 u.g8 22-92 

Tax on Income aod Undistributed Profits ..••............... • • o.84% 0.24% 1.22% 

• .... 
NET GAIN after Income Taxes: . ............ · · · · · · · · · · · · · · · • 3·69% 2.29% 5·93% 

Percentage of Net Sales ........................ · .. · .. ··· .... • II-77 9·'5 14·41 
Percentage of Net Worth .....••......... ·· ...... ······· .... 

Rate of Stock-tum (times a year): 4·89 3·94 3·47 4·56 
Based on Beginning aod Ending Inventories ...•......... ·· .... 
Based on Monthly Inventories1 . ................... · ... · · .... 4·47 3·5' 2.75 4-54 

• • 2.17% 1.27% 3·04% 
Total Mark-downs aod Shortages .•..•...... ··.············ 
Freight, Express, Postage, and Truckage ......... ··.········ • • 2.52% 1.88% 3-53% 

Distribution of Stores' among Cities with Population of: 1,702 30.58% .... . ... . ... 
Less than 1o,ooo . .............. · · · · · · · · · · · · · · · · · · · · · · · · 
to,oo~s,ooo . ........... · · · · · · · · · · · · · · · · · · · · · · · · · · · · · 

1,341 24·09 .... .... . ... 
:as,ooo-1oo,ooo . ......................... · . · · · · · · · · · · · · 

1,046 18.79 .... .... . ... 
587 10.55 .... .... . ... 

roo,ooo-soo,ooo . .......... · . · · · · · · · · · · · · · · · · · · · · · · · · · · 312 5.6• .... .... . ... 
soo,ooo-1,000,000 ...................................... 578 1o.g8 .... .... . ... 
1,ooo,ooo or more .............. ························ 

• Data not available. See the paragraph) onthmet~ods, ttpp~~f ~~e i!~lvidual items does not necessarily equal the total. 
1 All the medians were set independent y; ere ore e s chai · ·0 balance sheet data. • 
a The figul'es for this i~em were l:)asedb edon tbt'h repor~:rofh~:2 

29 cb'!f:;vfng monthly data. 
a The figures for this 1tem were as on e repo . · 66 to 
• Location of stores by size of cltY was reported by 45 chainS bavmg 55 s res. 
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Table 15. Operating Percentages for 47 
Variety Chains: 1939 

(Net Sales = roo%; medians in bold type) 
NoTE: The percentages in each column are arranged in 

order of size and hence the percentages in each horizontal 
row are not figures for the same firm. 

Total 
Gross E~.,. Net Profit Net Gain SaJaries 

Mugin in uding 0' r.o.. o• r.o.. and Wages 
lnt=st 

25.67% 24-J3% L.2.69% L. 1.19% 12.48% 
26.47 24-72 L.2.35 L. 0.76 12.90 
29.61 26.62 L.2.25 L. 0.52 IJ.U 
JO.I7 27-27 L. r.66 L.0.1J 13.90 
30·54 27-50 L. r.6s L.o.os 14-10 
30-74 27.80 L. r.o3 0-77 '4-38 
31,27 28.og L.I.02 O.QO '4-39 
3'·49 28.34 L.o.54 '·59 14-41 
3'·73 28.41 0.71 2.13 14-71 
J2.25 28.65 o.go 2-45 '+76 
32-55 29-09 0.92 2.82 '4-96 
33-04 29.24 r.s:z 3·3' xs.or 
33·3' 29-46 '·54 3-40 '5·o6 
33-33 29.60 1.64 3-40 15.o6 
33·46 29.85 1.76 3-40 '5·'3 
33·56 29.87 ''·99 3-63 15.22 
33-71 29-97 :z.os 3·69 15-40 
33-74 30.26 2.19 3.81 xs.sx 
34-01 JO.JI ' '2.20 3.84 '5·6o 
34-32 30·95 2.29 3.86 xs.6:z 
34-50 30.98 2-33 4.01 15·97 
34·5' JI.I2 2.44 4-12 15·99 
34-54 JI.IQ 2.6:z 4-61 16.35 
34-54 31.26 2.68 4.66 16.5' 
34-80 31.27 2.71 4-72 •6·54 
34-88 JI.JO 2.76 5.08 •6·57 Js.ox 3'·33 2.84 5.16 16.58 . 35-27 gx.s:z 3·07 5-'9 17.07 
35-42 3'·74 3-24 5-60 '7-16 
35·6o 32.27 3-47 5-99 '7ol7 35-69 32-39 3.6o 6.61 '7-23 35-72 32-59 4-0I 6.69 IpS 
35-75 32.83 4-08 7-07 1 17.64 36.13 33-02 4·43 7-27 .'7-72 g6.:zx 33-23 4-50 p8 '7·94 36·35 33-26 4-57 7-38 '7-96 36.55 33.62 4-94 7.6o t8.o6 37.08 34-48 5-76 7-69 18.71 37oi6 34·54 5-79 s.53 18.76 
37·3' 34-66 5·90 8.64 18.88 
37·34 34-70 6.51 8.74 1Q.28 37·42 35·92 7-29 8.78 2o.o6 
37·9' 36.52 8.39 9-83 20.07 38.48 36·75 8.86 9·9' 20.17 
39·09 37-09 9-05 II.OC) 20.29 40·96 38·4' 9·98 11.27 22.85 41.90 39.06 11.63 IJ.I4 23,38 

34·54% 31.26% •-68% 4-66% r6.s•% Median Median Median Median Median 

equal weighting to all chains. On a median basis 
the gross margin and total expense percentage~ 
were lower than the corresponding averages based 
on aggregates. Since the greater differential existed 
for gross margin, the averages based on aggregates 
showed a larger net operating profit than did the 
medians. While the total expense varied by 
roughly r.o% of sales on the two bases, far greater 

differentials were displayed by two of the compo­
nent expense items, salaries and wages and tenancy 
costs. It is at once evident, as it has been in pre­
ceding years, that large chains paid a smaller pro­
portion of their sales for pay roll and a larger 
proportion for real estate costs than did the smaller 
firms. 

Despite the fact that net gain on the average 
basis was 6.85% of net sales in comparison to the 
lower median figure of 4.66%, net gain in relation 
to net worth was higher on the median basis. 
Typically the chains realized 14.74% on net 
worth, while throughout the combined variety 
chain field the average return was I3-59%· This 
result reflects the fact that large chains had some­
what greater net worth in relation to sales than 
did the small chains. Additional evidence of this 
fact is found in the item, interest on net worth. 

Operating Results Classified According to Total 
Volume of Sales 

The Groups Defined 

Size of business has long been regarded as an 
important factor affecting retail operating sta­
tistics. Following the practice established in pre­
ceding surveys for variety chains, the data have 
been classified in tum according to three measures 
of size, the first of which is total net sales volume. 
In Table I6, page IS, are given percentage fig­
ures for chains in three groups, those with sales 
of less than $5oo,ooo, those with sales of from 
$5oo,ooo to $Io,ooo,ooo, and those with sales of 
from $Io,ooo,ooo to $12 5,ooo,ooo. 

In comparison with former years, there are a 
greater number of reporting chains with sales of 
less than $5oo,ooo. In 1929, for example 6 firms 
reported in this category; in I936, 13; 'whereas 
for I939 there are 2 I chains, the largest number 
of chains of this size ever to have submitted data 
for. one particular year. Obviously much greater 
rehance may be placed on the figures based on this 
large group of chains. In the group having sales 
of from $5oo,ooo to $Io,ooo,ooo are classified I6 
reporting chains. Of these, I 5 also reported in 
I9J8. For the group with sales of $Io,ooo,ooo to 
$I2 5:oo~,oo.o, the entire number of variety chains 
?f this Size m the United States is represented, as 
It has been since z937. 

. ~efore studying the detailed operating figures, 
It Is well to have in mind a clear picture of the ch . . 

ams .m ~ach group. In the first group, 20 of 
the 2 I md1cated the distribution of their stores by 
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size. None of these firms operated stores with 
sales of more than $I 50,ooo, and in only one store 
of the n8 represented was the limit of $Ioo,ooo 
surpassed. In 56, or almost half, of the stores the 
annual sales did not reach $3o,ooo. Thus it is not 
surprising to find in Table I6 that the median 
figure for sales per store was slightly less than, 
and the average based on the aggregate somewhat 
more than, $3o,ooo. From data provided at the 
bottom of Table I6, it is clear that the majority 
of the stores were located in cities with popula­
tions of less than Io,ooo. On the whole, these 
chains were small not only in number of stores 
per chain, but also in sales per store. They were 
small chains serving the needs of small com­
munities. 

The medium-size chains usually operated a 
greater number of stores than did the small chains, 
and rarely had units with annual sales of more 
than $5oo,ooo. More than 88% of their stores 
achieved sales of less than $Ioo,ooo, and the aver­
age for all stores was in the neighborhood of 
$5o,ooo. About 83% of the stores were in cities 
with populations of less than 2 5,ooo. 

The large chains, on the other hand, each oper­
ated more than Ioo units and achieved varying 

, sales volumes in these outlets. More than 6o% 
of their stores, however, had sales between $Ioo,­
ooo and $5oo,ooo, while almost 2% had sales of 
more than $I ,ooo,ooo. The units were distributed 
among cities of all sizes, with more than 20% in 
cities of Ioo,ooo or more. 

Thus, it is obvious that large volume is a result 
not only of operating a large number of stores, 
but also of securing large dollar volume per store. 
Moreover, this large unit volume clearly is de­
pendent to a marked degree on the potential 
market. 

Since each chain report submitted to the Bu­
reau is a consolidated statement covering all the 
retail outlets of the chain, it is impossible satis­
factorily to evaluate the effects of size of city upon 
operating costs. This would be possible only from 
the study of individual store statistics which are 
not available. Undoubtedly, however, the location 
by size of city has an important effect on some of 
the items. 

' Significant Operating Restdls 

In Table I6 for example, the high tenancy cost, ' . 
over 8% of sales, for large chain~ devel?ps P.n-
marily from the situation of stores m medmm-s1ze 

I7 

and large cities in contrast to the small city loca­
tions common for smaller chains. There are no 
figures at hand on the rent per square foot paid 
by variety chains, but data of this type for inde­
pendent department stores clearly indicate that 
real estate costs per square foot in retail shopping 
centers vary directly with the size of city. Al­
though the large chains achieved relatively high 
sales per store, they obviously were unable to 
secure enough additional sales volume to compen­
sate for the high dollar tenancy charges. 

In the use of personnel, however, the large 
chains were more successful than were the small, 
paying less than I 5% of sales for salaries and 
wages in contrast to the I 7% approached by small 
and moderate-size firms. Figures in Table I 7, 
page I9, show that the pay roll advantage enjoyed 
by large chains was not limited to store personnel, 
but was also usual in the case of administrative 
personnel. The store pay roll advantage probably 
came through securing larger dollar sales per sell­
ing employee while the lower nonstore pay roll 
resulted from large total chain volume. 

Total expense, on the median basis, differed only 
slightly among the three volume groups. Since 
the chains with sales of more than $5oo,ooo were 
able to secure relatively high gross margins, they 
usually secured better profits on their retail oper­
ations than did the smaller chains. Firms in all 
three volume groups, however, earned more than 
12% on net worth. 

Table I 7 provides for medium-size and large 
chains separately a classification of costs accord­
ing to those incurred for store operation and those 
incurred for general overhead. As has been dem­
onstrated in past studies, the total store expense 
constitutes more than So% of the total operating 
expense, if interest is not included. A tabulation 
of data for the 7 small chains which reported 
functional expense allocations indicated that a 
somewhat smaller proportion, around 75%, of the 
total expense was chargeable directly to store 
operations. For this small group of chains total 
store expense on the aggregate basis amounted to 
only 23% of net sales, while administrative and 
general expense accounted for over 7% of net 
sales. 

From Table I 7 it appears that administrative 
costs were substantially lower for chains with 
sales over $xo:ooo,ooo than for chains with sales 
of $5oo,ooo-$ro,ooo,ooo. With the supplemen­
tary fragmentary data for small chains, it is clear 
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Table 16. Operating Results for 45 Variety Chains Classified According to Volume of Sales: 1939 

(Net sales = Ioo%) *' 

Median t Figures Aggregate Figures 

Percentages Computed from the r Percentages Computed from the 
Combined Dollar F~ of the Chains 

Items of Each Chain Taken lndivid in Eac::h Sales olumc Group 

Net Sales Volume Net Sales Volume 

Leos than Ssoo,ooo- $ro,ooo,ooo- Leos than Ssoo,ooo- $to,ooo,ooa-
$soo,ooo ro,ooo.ooo us,ooo,ooo lsoo,ooo ro,ooo,ooo us,ooo.ooo 

Number of Chains •••••••••••••••••.•.••••••••••..••••••• 21 16 8 21 16 8 
Average Sales per Store ......................••••........ $28,900 $.p,887 $••3.433 $34.407 $53.523 $197.4'7 
Index of Change (1939/1938): 

103.82 Number of Stores per Chain ..................••........ 100.00 100.42 .... .... .... 
Net Sales per Chain .•........... • ......••.•..••....••.. 1o6.59 '09·34 1o6.8g .... .... .... 
Average Sales per Store ......•..•.....•••..•••••..•••.. 10440 ro6.32 106.44 .... .... .... 
Net Sales in Identical Stores ..•.........••••..••••..•••. • •o6.s9 ~04-97 .... .... • 0 0 • 

Net Cost of Merchandise Sold ("mcluding freight, etpress, post-
66.26% 64-45% 64-97% 66.33% 63.83% 66.28% age, and truckage) ......................•....••..•••. 

GROSS MARGIN ......••••.............•.•..••....•••.••.. 33-74 35·55 35-03 33·67 36.17 33-72 
Salaries and Wages ...•••.•...••.........•....••••••••. 17-16% 17.15% 14.86% 17-40% 16.92% 14-19% 
Tenancy Costs ............•..•............••••••.••••. 4-52 5-70 8.37 4·53 6.86 8.45 
Light, Water, and Power .•.................•...••..•.•. 1.19 1.02 1.19 1.20 0.96 1.11 
Depreciation of Fixtures and Equipment ..•.•••..•••....• 0.97 '·09 o.87 1.02 1,21 0.88 

~"J'v"~f·:::::::::: ::::::::::::::::::::::::::::::: 1.26 I.II 0-97 x.o8 x.oo 0-94 
0.46 0.29 0.26 0-54 0-34 0-39 Insurance except on real estate) ......•...••••.••• _ •... 0.52 o.48 0.50 o.6o 0.51 0.4Q 

Taxes (except on real estate or income),: 
Sales .•...................•••............ ·'- ...••.... o.oo 0.00 0.13 0.15 0.09 0.13 Other ..........•••.......................••........ 1,15 1.09 1.06 1.22 1.22 1.01 

Miscellaneous Expense ...........••..........•......... 1.41 1-45 1-47 1-94 '·47 '·43 
Total Expense before Interest ......................••.•... 29.50% 29.64% •9·78% 29.68% 30-58% 29.02% Total Interest ...........•.•.........•.......•....••... 1.62 1.52 '·44 1.61 '·57 '·49 
TOTAL ExPENSE including Interest •......•.• : •...••.••..••. 30-98% 31.16% 31-30% 31.29% 32.15% 30.51% 
NET PROFIT OR Loss .••..................•...........••.. '·54% 2.69% 2.96% 2.38% 4-02% 3-21% 

Net Profit or Loss from Real Estate Operations .......•... o.oo% 0.17% 0-94% o.o6% o.•9% 1.12% Interest on Net Worth (except on real estate, leaseholds, 
' and goodwill) ......•.•........•...............•...•. 1.42 1.44 1.42 '·45 1.46 '·43 Other Revenue, Net ....•..••...............••......... 0.00 0.07 o.o8 0.26 O.IQ 0-29 

Total Net Other Income ••••.....•..•.....•.•...•.......•. 1.so% 1-69% 2-3•% 1.77% '·94% 2.84% 
NET GAIN before Income Taxes: 

Percentage of Net Sales ..•••.••............••...•...... 3·40% 4-39% s.So% 4.15% 5·96% 6.os% Percentage of Net Worth' ....•.••..........•....•...... 12.03 15.11 14.68 16.09 18.53 13.6o 
Tu on Income and Undistributed Profits ...•.•............. • 0.84% 0-97% • • '·09% NET GAIN after Income Taxes: 

Percentage of Net Sales .•...•..••...••. , ..•.••.••...... • 3-31% 4·87% • • 4·96% Percentage of Net Worth •...•••••...•......••..••..•.. • 12.36 12-59 • • 11.15 Rate of Stock-tum (times a year): 
Based on Beginning and Ending Inventories •••.••........ 3-55 4-08 5-25 3-38 4-09 5-21 Based on Monthly Inventories' ...•....................•. • 3-40 • 4-40 3·4' 4·39 Total Mark-downs and Shortages ..•...•....•...•.••....... • '·7•% '·95% • • • Freight, Express, Postage, and Truckage .••....•..••...•... 3-36% 2·97 2.28 • • 2.76% Distribution of Stores' among Cities with Populations of: 
I.ess than 1o,ooo ..•••....... · ..••...................... .... . ... . ... 80.87% 7o.8r% 29.16% zo,oo~5,ooo .••..•..................•............•... .... . ... . ... 3-48 12.92 27.62 25,ooo-1oo,ooo ......•......•..•...••.................. .... . ... . ... 2.6o s-84 21.94 1oo,ooo-5oo,ooo ...•...•.............•...•..•.......... .... .... . ... 8.70 4·22 10.80 500,ooo-I,ooo,ooo •••• · • • • • • • • · ·• ·, •. · ·, ..• , ... , •. , .. ,. .... . ... . ... 4·35 3·85 3·83 I,ooo,ooo or more ..................•................... .... . ... . ... o.oo 2.36 6.65 

' I I • Data not available. See ~ paragraph on methods, Appendix, page 28, 
1 All the medians 'Ye~ set mdepende~tly; therefore the sum o( the individual Items does not necessarily equal tb tot 

1 • The figures for thu 1lem for the chains in the first group were based on the reports of the r6 chains · 
1 

bat e ha · da 
• The figures for this item for the chains in the second Rroup were based on the re orts f h gav ng , ance I eet ta . 
.. Location of the stores by size of city was reported by 19 chaiu in the first group ba~g 11~ !tcir~2 ~ya~i Bi
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Table 17. Store Expense,. General Overhead Expense, and Total Expense for 23 Variety Chains 

Classified According to Volume of Sales: 1939 
(Net sales= too%) 

Median' Figura Aggregate Figures 

Percentages Computed from the ~es Percentages Computed from the Com-
of Each Chain Taken lndivid bined Dollar Figures of tbe Chains 

Items 
in Each Sales Volume Group 

Net Sales Volume Net Sales Volume 

Ssoo.~ $Io,ooo,ooo- lsoo,ooo- $to,ooo,ooo-
10,000,000 us.ooo.ooo 10,000,000 12$,000,000 

Number of Chains .••..•.............••......•.•••....... IS 8 IS 8 
Average Sales per Store ••.•••.•..•............•..•..•..•. $4I,SS4 $2I3,433 $s3,I9o $I97.4I7 

Store Expense: 
Salaries, Wages, and Bonuses: 

Store Managers ..••.••....•.•••••••••••.• ~· ....•.•.. 4.I6% I.88% • • 
Salespeople .........••••••........••••••......•..... • 7·83 • • 
All Other Store ...............•........••.••......... • 2.9S • • 

Total Salespeople and All Other Store ....•.••........ 9·3• 11.01 • • 
Total Store Salaries and Wages ......•••................. '3·•S% u.S•% I3·43% u.n% 
Tenancy Costs ..•..........••.......••..•..•..••...... S·63 8.23 6.73 8.30 
Light, Water, and Power . .............................. 0.99 1.18 •·94 I.09 
Depreciation of Fixtures and Equipment ...•.•.......•... x.os o.B4 1.14 ·o.86 
S't,plies ......••......•.•••.....•••......••.•....••... 0.96 o.8s o.89 o.82 
A vertisinf .....•.•........••...••.•••.....••......••. 0.28 0.26 0.34 •·39 
Insurance except on real estate) ••...•.•.....••......•.. 0-4I 0.49 0-4I •·47 
Taxes (except on real estate or income): • 

Sales .......•.........•••.....•.•...••....••.... ••·· 0.00 O.IJ 0.09 0.13 

Other •........••......•••.....•.....•.....••....... o.go ' o.8o 0.98 0.82 

Miscellaneous Expense .•••...•••...••....•• · · · • • · · · · • • · 0.86 •·93 o.89 0.9S 

Total Store Expense before Interest •..•••..•••...•••..•.. •Hs% 26.73% •s.84% •S·94% 

Administrative and General: 
Salaries and Wages: • o.s6% • • Officers and Chief Executives ••...............•• · .... · • • . 
-l!uyers ....•....•........•.••...••...•. ·•····•· ···•· • 0.49 • • -:District Managers . .................................. 1 • •·34 

Total Administrative ........•....••... · · · · · · · · · · · · · 2.2I% 1.17 • I.IS% 

• • • • 
Office ..••.•••.....•...........•..•........... ······ • • • • 
All Other .................••....•..•• ······•······•· 0.87 • •·93 

Total General .••.....•.....•..••... ······•··•····· 0.99 

Total Administrative and General Salaries and Wages ....• · 3·•6 2-17 3-47% 2.o8 

Tenancy Costs •.•.........•....•.... · · · · · · · · · • · · · · · · · · 0.18 O.IJ 0.17 o.xs 

Light, Water, and Power •••........•... · • · · · · · · • · · • · · · · 0.02 0.02 0.02 0.02 

Depre_ciation of Fixtures and Equipment •.....•..• · · • · · · · o.os 0.02 0.07 0.02 

Supplies .••......•......•...••...... ··········•······· 0.12 O.IJ O.IJ 0.12 

Insurance (except on real estate) ••....•.... · · · · · • · · • · · • · o.o8 0.01 0.09 0.02 

Taxes (except on real estate or income) ...•..... · · · · · · · · • · 0.18 0.15 0.2J 0.19 

o.s8 0-49 o.62 0.48 
Miscellaneous Expense ...••••......••.. · · • · · · · · · · · · · · · · 

Total Administrative and General Expense. · • · · · · · · · • · · • • 4.68% 3.16% 4-So% 3·•8% 

Total Expense: I7.07% 14-86% 16.9o% I4-19% 
Salaries and Wages ..•••.••....•..... · · · · · · · · · · · · · · · · • · 

S·9• 8.37 6.90 8-4S 
Tenancy Costs ••....•...•••... · · • • · · · · · · · • · · · · • · · · · · · · 0.96 1.11 

Light, Water, and Power . ............... · · .. · · · .. · .... · 1.06 1.19 o.88 
1.10 o.87 1.21 

Depre_ciation of Fixtures and Equipment •• • • · · · • · • · · • · • · · 1.12 0.97 1.02 •·94 
S't,phes ........•..............• · · • · · · · · · · · · · · · • · • · · · · 0.28 0.26 •·34 •·39 
A vertisin~ . ............... · · · · · · · · · · · · · · · · · · · · · · · · · · · •·47 o.so o.so 0.49 
Insurance except on real estate) ....... · · · · · · · · · · · · · · · · · 
Taxes (except on real estate or income): o.oo o.IJ 0.09 O.IJ 

Sales .•••••............•.....•.....•.• ··.···•······· 0.98 1.06 1.21 1.01 

Other ..•.•••...............••..•. ··············•··· 1.51 1.43 
Miscellaneous Expense ..•....... · · · · · · • · · · · · · · · · · · · • · · · 

1.47 1.47 

29·7•% 29·78% 30.64% 29.02% 
Total Expense before Interest ..•.••.. · · · · · · · · · · · · · · · • · · · 

Rate of Stock-tum (times a year): • 4·23 S·•S 4-I3 5-21 

Based on Beginning and Ending Inventones •.• • • • · · • · · · · · 3·S1 4·40 3-48 4-39 
Based on Monthly Inventories ..••••.• · · · · · · · · · · · · · · · · · · 

• Data not available. See the paragrnpb on methods, Appendis:1·lbrm:J'Vi:dual items does not necessarilY equal the total. 
1 AU the medians were set indepenaently; therefore the sum 0 . 
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that large volume results in lowering percentage 
administrative expense. The greatest saving, of 
course, is in the salary item which constitutes a 
substantial part of the overhead expense. 

Retail Inventories and Stock-Sales Ratios 

One of the characteristics accompanying dif­
ferences in retail sales volume is a tendency for 
stock to tum more rapidly in large than in small 
stores. This is found in the variety chain field as 
well as among independent merchants. Thus the 
chains with sales of less than $5oo,ooo and average 
sales per store of about $3o,ooo turned their 
inventories 3 Y. times annually while firms with 
total sales over $ro,ooo,ooo and average sales per 
store of about $2oo,ooo achieved a turnover rate 
of more than 5· In order to have fairly complete 
stocks for customer selection, small chains had to 
maintain a minimum inventory which was high in 
relation to the sales realized. Since this was true 
it seemed desirable to establish monthly stock­
sales ratios for chains of different volumes. Fortu­
nately sufficient data were submitted for 1939 to 
make it possible to present such material in Table 
r8. The figures for small chains, however, are 
based on less than 40% of the reports and should 
be considered as suggestive only. 

It is obvious from the figures that in every 
month the ratio is highest for the small chains and 
lowest for the large chains. A~ the beginning of 
every month except December, retail inventories 
were more than 4Y. times the sales achieved by 

Table 18. Stock-Sales Ratios 1 for 28 Variety 
Chains Classified According to Volume of 

Sales: 1939 

Net Sales Volume 
Month 

X.... than Ssoo.ooo- Sro,ooo,ooo-
lsoo,ooo to,ooo,ooo 125,ooo,ooo 

Number of Chains ......... 8 I2 8 

January .................. 5-03 4-51 g.u 
February ...•............. 5·41 4·17 3·2:2 
March ...•.•............. $-14 4-16 2.90 
April ..................... 4.80 3.85 2.8o 
May ••..•..••............ 4.61 3.65 2.78 
June .......••.•.......... 4·94 3-64 2.76 
July .......••....•.••.•.. 4·77 3·73 2.Q2 
August ..•.•......•.••.... 4-68 3.62 •·93 
September •••.......•..... 4·59 3.6o 2.96 
October ..•••............. 4·7' 3.65 •·97 
November ................ 5-03 3·89 g.u 
December •..•............ 2.31 2.0J 1-59 

1 Ratio of retail Inventory for end of preceding month to sales for 
month. 

. 
the small chains. Slightly lower ratios were usual 
for medium-size chains, while the large chains 
carried inventories approximately three times as 
great as monthly sales. Large chains had less 
variation in the monthly ratios than did the 
medium-size and small chains. For all firms 
however, the lowest ratio was for December' 
while high ratios were found for January, Febru~ 
ary, and November. 

In terms of dollar inventory per store, shown in 
Table 19, small and medium-size chains had simi­
lar inves.tments in inventory per store, the invest­
ment bemg but 20% higher for the medium-size 
than for the small chains. The large firms, on the 
other hand, had inventories more than three times 
as large as those carried by the small chains. In 
all cases, dollar inventories were highest at the 
end of November in anticipation of Christmas 
demands. 

Table 19. Average End-of-Month Retail Inven­
tory per Store for 28 Variety Chains Classified 

According to Volume of Sales: 1939 

Net Sales Volume 
Month 

L<uthao lsoo.ooo- Sto,ooo.ooo-
Ssoo,ooo 10,000,000 125,000,000 

Number of Chains ...•..... 8 I2 8 

January ..••..•.....•..... $u,oo8 Su,909 $36,839 ~~cl;''Y· ................ 1218c}2 14,932 39·571 ··················· IJ,$17 16,565 44,612 April ..•...•.............. 
May .•••................. 

13,779 r6,717 44,179 

June .....•............. 
IJ,77I 16,524 4•.969 

July ..•...•............ :: 
ra,so6 16,442 42,490 

~ugust ................... 
IJ,J99 IS,Q42 42,536 
14,0C)J r6,735 46,689 eptember ..............•. 14,764 17.694 g~~e':be~· · · · · · ··' ·· ·· · ·· 49,242 
15,565 IQ1180 53,118 ················ 15,688 20,045 56,087 December ................ II,764 IJ,Qo6 401197 

Goal Figures 

From Table r6 it was clear that th ll ch . 
all h d th 

e sma ams 
usu y a e lowest net profits It 'bl h f · was poss1 e 
o~ever, o~ such firms to earn substantial refits' 

as IS shown m Table 20 page 22 F' P ' 
most profitable chains ~th total. Igures for the 6 
f 1 th $ 

annual net sales 
o ess an 5oo,ooo were combine . 
goal figures for small chains Th ~to establish 
a net profit of over 7 ot. of 1· ese rms earned 

t 0 saes andafi 1 · 
of over 30% on their net w~rth M na. net gam 
averages based on aggregates · ed1ans and 
these successful chains and for ~e rresented for 
I 5 firms of like volume. Simila~ ess profitable 
were prepared from the data for ~ goal figures 

e most profit-
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able firms with sales of $soo,ooo' to $Io,ooo,ooo 
and $Io,ooo,ooo to $I25,ooo,ooo. 

The higher profits of the goal firms in the first 
group resulted both from relatively high gross 
margins and low total expense. Gross margin 
rates for these firms exceeded the rates secured 
by the successful largest chains. The saving in 
expense was chiefly in the tenancy cost item and 
it may be significant in this regard that these goal 
firms had no stores in cities over soo,ooo and over 
87% of their stores were in cities of less than 
Io,ooo. The less successful chains, on the other 
hand, had over 6% of their stores in cities of 
soo,ooo to I ,ooo,ooo population where dollar · 
rental rates are known to be high. Yet although 
some stores were located in large cities, the aver­
age sales per store for the group as a whole was 
less than that realized by the goal firms. The 
successful small firms also had lower expenditures 
for light, water, and power, supplies, insurance, 
taxes, miscellaneous expense, and interest. 

In the case of the medium-size chains profits 
resulted rather from lower expense rates than from 
more favorable margin rates. All 'items of ex­
pense except interest were lower in percentage of 
sales for the goal firms than for the IO less suc­
cessful companies. In particular, savings were 
made in the pay roll and tenancy accounts. The 
net profit for these firms was over 6% of sales 
and net gain was more than 20% of net worth. 

Among the large firms there was not such a 
marked variation in operating expenses and profits 
as obtained among the smaller chains. Profits 
were realized by all eight chains, with the range 
from less than I% to about 6.s% of net sales. 
The four most profitable firms achieved their 
better earnings chiefly through maintaining a 
higher margin than the other four large chains. 
Total operating expenses were about the same for 
the two groups. 

It may be of some significance that for the 
most part the goal chains had higher rates of stock­
turn than the less successful chains of like size. 
Also, the goal chains had better-than-average in­
crease in dollar sales per chain and in two groups 
better-than-average increases in dollar sales per 
store. 

Operating Results Classified According to 
Number of Stores 

Operating results for chains classified ac~ordi~g 
to the number of stores operated are g~ven m 

2I 

Table 2I1 page 23. The conclusions to be drawn 
from this table are much the same as those based 
on the data for chains classified by total net sales 
volume. One point clearly shown in this new 
table may be worth special mention, however. 
The largest increase in sales per store was found 
among chains with from IO to so stores. This was 
true not only for stores in operation for two con­
secutive years or more, but also for all stores 
operated. This tendency has been shown in data 
previously published for I936, I937, and I938. 
Approximately So% of the stores in chains of this 
size are located in· cities with populations of less 
than 25,000 with from IS% to 20% in cities of 
Io,ooo to 25,000. It is interesting to speculate 
that the better-than-normal increase in sales vol­
ume per unit for these chains during the last four 
years may have occurred in suburban stores. Dur­
ing recent years there has been an increasing 
tendency generally noted for customers in the 
outskirts of large cities to shop for many small 
articles of merchandise in suburban stores. It 
may well be that variety chain stores located in . 
such satellite cities have benefited by this change 
in customer buying habits. 

Operating Results Classified According to 
Sales per Store 

In Table 2 2, page 24 are presented figures 
for chains classified according to the third meas­
ure of size, sales per store. The limits to the 

· · groups, extended from previous studies, are aver­
age. sales per store of less than $3o,ooo, $30,­
ooo-Ioo,ooo, and $roo,ooo or more. The word 
"average" should be stressed here since it was im­
possible to classify consolidated reports each cov­
ering a number of units in such a manner as to 
show the exact relationship between cost and size 
of unit. 

For example, II chains reporting data ·in the 
first group operated 7 5 stores having sales be­
tween $3o,ooo and $Ioo,ooo, while only 2 had no 
units with sales of more than $3o,ooo. None of 
the I I chains, however, had any stores with sales 
of more than $Ioo,ooo, and the average was about 
$2s,ooo. Somewhat less homogeneity was found 
in the second group. Although all the 2 I chains 
reporting the distribution of their units by size 
operated stores with annual sales between $3o,ooo 
and $roo ooo, I 7 had ro6 units with sales of less 
than $3o,~oo, and 8 operated 99 stores with sales 



Table 20. Operating Results and Goal Figures for 45 Variety Chains Classified According to Volume of Sales: 1939 

Meditu~l Figures (Net Sales - too7o) Aggregate Figures (Net Sales - too,..o) 

Net Sales Volume Net Sales Volume 

Less thau $soo,ooo $soo,ooo-Jo,ooo,ooo $to,ooo,ooo-125,ooo,ooo Less than $soo,ooo lsoo,ooo-xo,ooo,ooo l•o,ooo,ooo-I2$,ooo,ooo 

.. .. 

Items 

Average Sales per Store .....•....•• 

Index of Change (1939/1938): 
Number of Stores per Chain ...... 
Net Sales per Cham ............. 
Average Sales per Store ••........ 

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

Salaries and Wages .............. 
Tenancy Costs ......•.••.•....•. 
Light, Water, and Power . ......•. 
Depreciation of Fixtures and 

Equipment ................. 
Supplies ....................... 

tn~=r~~Pi~~~~~i.;;b,.t~>::: 
Taxes (except on real estate or in· 

come): 
Sales ........................ 
Other ........................ 

Miscellaneous Expense ••....••••• 
Total Expense before InteresL ••.... 

Total Interest .................. 
TOTAL ExPENSE including Interest .. 
NET Plto:nT oR Loss .............. 

Total Net Other Income ....•...••. 

NET GAIN before Income Taxes: 
Percentage of Net Sales .•••.••.. 
Percentage of Net Worth• ••...... 

Rate of Stock-tum (times a year)' 

Distribution of Stores' among Cities 
with Population of: 

I.ess than 1o,ooo • •.............. 
101ooo-251000 .•••.•••........ · · 
25,~100,000 . ......••••.••••. 
loo,~soo,ooo . ............... 
soo,~l,ooo,ooo . .............. 
1,ooo,ooo or more ............... 

Goal Figures 
na..don Comparative 

Repc:n-ts of 6 Figures for 
Chains with Remaining 

Highest •s Chains 
Rates of in Group 

Net Profit 

133.447 $28,900 

100.00 100.00 
111.34 104.17 
111.34 102.17 

63·96% 66.g6% 
36.04 33·04 
IPS% tp6% 
J.97 4·97 
I,OQ 1.26 

0.91 1.01 
1.22 1.26 
o.s1 0.44 
0.27 o.62 

o.oo o.oo 
1.04 1.15 
I,.p z.s6 

27.QO% 30.17% 
1.46 1,72 

•9·42% 31.30% 

1·09% L. o.s4% 

'·37% '·53% 

8.76% '·59% 
40.96 5·39 

3·50 3·5• 

.... .... 

.... . ... .... .... .... .... 

.... .... 

. . . . .... 

Goal Figures 
Comparative 

Goal Figures 
Based on Based on 

Reports of 6 Figures for Reports of 4 
Chains with Remaining Chains with 

Highest xo Chains Highest 
Rates of in Group Rates of 

Net Profit NttPto6t 

$.jt,887 $.j8,u6 s .. s,6o8 

110.10 102.38 100.00 
II4,19 toS.ss 107-49 
tos.Ss 106.32 107·49 
63.83% 65-4o% 64.80% 
36.17 34.60 J$.20 

'4·73% '7·44% 14.8g% 
5.26 6.30 8.37 
o.Sg 1.19 1.27 

r.og 1.11 o.84 
1.10 1,11 o.So 
0.26 O.JO 0.34 
0.46 0.49 o.s6 

0.01 0.00 0.12 
0.94 1,14 I,OQ 
1.05 1.52 '·47 

27-20% 31.02% 29.78% 
'·55 1.50 '·35 

2g.o6% 32·49% 31.30% 
6.6o% 2.u% 3-74% 

'·97% 1.62% 2.30% 

8.71% 3-75% 6.64% 
3o.o8 14.11 20.74 

4-37 3·86 5-46 

.... .... . ... .... .... .... 

.... .... . ... 

.... . ... .... 

.... .... . ... .... . ... .... 

Comparative 
Goal Figures Goal Figures 

Comparative 
Goal Figures 

Based on Comparative Based on Based on Comparative 
Figures for Reports of 6 Figures for Reports of 6 Figures for Reports of 4 Figures for 
Remaining Chains with Remaining Chains with Remaining Chains with Remaining 
4 Chains Highest 15 Chains Highest 10 Chains Highest 4 Chains 
in Group Rates of in Group Rates of in Group Rates of in Group 

Net Profit Net Profit Nd Profit 

$2o8,352 $.jo,345 $32,344 $62,047 $48,2II $175.544 $2I7,98g 

101.25 .... .... .... ... . .... . ... 
10$.00 .... .... • .... .... . ... . ... 
104·58 .... .... •... . ... . ... . ... 
66.09% 63.66% 67·49% 64.01% 63.69% 64.84% 67·37% 
33·9' 36·34 32,51 35·99 36.31 35·'6 32.63 

14.04% '7·97% rps% 15.36% r8.t7% zs.os% '3·53% 
8.48 3·45 4·99 6.80 6.91 7·9' 8.87 
1.11 1.01 1.29 o.88 1.02 1.18 I.o6 

o.87 0.75 1,13 1.12 1.27 o.87 o.Sg 
1.06 o.Sg 1.17 0.92 1,07 0.78 1.06 
0.16 o.52 o.ss 0.29 0.3Q 0.34 0·43 
0.48 o.2g 0.73 0.44 0.$7 o.53 0.45 

o.o8 o.o6 0.13 O.JO 0.10 0.12 0.13 
r.oo 0.99 '·33 0.94 '·44 1.05 o.g8 
'·55 '·53 2.12 '·43 1.51 '·59 I,JI 

29·96% 27.70% 30.54% 28.24% 32·45% 29·42% 28.7•% 
'·53 1.50 t.6s 1.52 1.61 '·39 1.56 

31.35% 29.20% 32.19% •9·76% 34·06% 30.81% 30.27% 

•·39% 7-'4% 0.32% 6.23% o.os% 4·35% 2.36% 

o.61% '·53% 1.86% ··23% 1.70% 2.51% 3·07% 

4·67% 8.67% 2.18% 8.46% 3·95% 6.86% 5·43% 
12.27 32.12 8.30 22.86 '3·98 '9·50 to.ss 

s.oo 3-77 3·•4 4·34 3·9' $-48 5.04 

87.88% 78.os% 7•·70% 69·59% 37·40% 21.38% . ... . ... o.oo 4.88 11.43 13.88 26.67 o8.53 . ... 6.o6 1.21 7·30 4-90 r8.o1 •s.6s . ... 6.o6 9·76 s.o8 3·67 9·•5 12.27 . ... o.oo 6.to •·54 4·69 3·94 3·7' . ... 0.00 0.00 o.95 3·27 4·73 8.46 

1 All the medWl5 were set ind~dently; thrrefore the sum of the individual items does aot aeceswily equal the total. 
•Including r~igbt, espress, postage, and truckage. 
•The figure for this item for the more profitable firms with sales of lea than $5oo,ooo wu based on the ~ru of the 5 ehalnl alvin& balance aheet data. Simflarly, the figure for the less successful sma11 

chains was based on the reporb of 11 chains. , 
" Based on b:eginnlrlg and endiDI{ ID.vtntories. 
• lRca\ioa ol stores b)' abe of at)' wu reported by 1~ of tht te. IUc::ecsful cbalna Ia the &nl volume poup bavlD8 82 atores, aad by all cbalaa 1D tho other poups. 



Table 21. Operating Results for 45 Variety Chains Classified According to Number of Stores: 1939 
(Net sales= Ioo%) 

• 
Median' Fiswa Aggregate Figura 

Perct"ntages Computed from the~ Percentages Computed from the 

Items 
of Each Chain Taken Individ Combined Dollar Figures of the Chains 

in Each Number-of-Stores Group 

N amber of Stores Number of Stores 

!.oM tlum ro-so so-soo !.oM than ro-so so-soo 
ro Stores Stores Stores ro Stores .. .,.. Stores 

Number of Chains ..•••••....•••••.....••....••.•.....•.. IS 13 '4 18 13 I4 
Aveiage Sales per Store ..••.••...•.......••.....•....••.. $3o,848 $39.563 $ux,197 $36,181 $51 0152 $167,834 

In~~~.';~ilt~~~~~tt~l~ •...••......•...•..........• 100.00 102.63 101.2,51- .... . ... . ... 
Net Sales per Chain .•••..•....•............•.....•.... 106.88 109.05 107-49 .... . ... . ... 
Average Sales J:,'; Store .•...••....•....•......•........ 104-52 107-32 I0$.08 .... . ... . ... 
Net Sales in I tical Stores ••............••...•....••.. • 107-'8 104-97 .... . ... . ... 

Net Cost of Merchandise Sold (including freight, express, post-
age, and truckage) ..•..•.............•...•....•...... 6s.88% 66.29% 6.j.28% 6s.7s% 66.29% 66.os% 

GROSS MAllGIN .•....•••...••....•...•...•.•.•....•...... 34-12 33-71 35-72 34-25 33-71 33-95 

Salaries and Wages ..••••.•..............•...•......... '7-45% 16.57% 14-99% I8.oi% 16.10% 14-39% 
Tenancy Costs ....•......................•.........•.. 4-75 5·37 8.10 4-72 6.17 8.36 
Light, Water, and Power ............................... 1.26 1.13 1.04 1.25 1.23 '·09 
Depreciation of Fixtures and Equipment .••...........•.. o.gs 1.07 O.QQ 0.91 x.os o.gx 
S':f,plies .•.•..•......•••...........•...•..•........... 1.20 '·09 1.06 J.OJ 0-99 0-95 
A vertisin~ .... : ...................................... o.so 0.28 0.27 0.54 0-47 0.38 
Insurance except on real estate) . ....................... 0.51 0.48 o.so o.6o 0.51 0.49 
Tues (except on real estate or income): o.os Sales ...............•.•.•..•...•..••..•..••....•.... 0.00 0.00 o.n 0,17 0.12 

Other •..••..•...•...•..••......•...•..•..•.....•... 1.16 1.01 1.06 1.14 1.06 1.03 
Miscellaneous Expense •••••••••.•••••.•••.••.••.•••.•.. '·33 '·54 '·44 '·59 r.so '·44 

Total Expense before Interest •.•......•...•.••..•..•..•... 28.84% 2Q.72% 29-78% 2Q.g6% 29.16% 29.16% 
Total Interest .•..••.........•..•......•.••..• · .• · .••.. 1.63 1.51 '·44 1.65 1.61 '·49 

TOTAL ExPENSE including Interest .••...•....•.....•....... 30.62% 3I.I9% 31.30% 31.61% 30.77% 30.65% 

NET PRoFIT OR Loss •••••••....••••..•••.•••.••..•..••.•. '·54% . 2.29% 3·04% 2.64% 2-94% 3·3o% 

Net Profit or Loss from Real Estate Operations ...••...... o.oo% o.os% o.ss% 0.07% o.2x% 1.07% 

Interest on Net Worth (except on real estate, leaseholds, I-43 and goodwill) .••....•..•..•...•.•...•.••.•.....•.. '·43 '·44 I-42 I-49 '·45 
Other Revenue, Net •••••.•..•.••.....•..••........••.. 0.00 0,07 0.04 o.os 0.21 0.28 

Total Net Other Income .•......•...•••..•.••.•.•.....•.•. •.so% 1.67% 2.26% 1.61% 1.87% •·78% 

NET GAIN before Income Taxes: 
3-II% 4.01% s.So% .ps% 4.8x% 6.o8% Percentage of Net Sales ..•.•...••..•...•••.•...•..•..•. 

Percentage of Net Worth' ..•....•....•..•.......•.•..•. 11.4~ '5·59 14-82 '5-40 17-46 13.87 

Tax on Income and Undistributed Profits ••...••..•••.•....• • 0-73% 1.02% • • • 
NET GAIN after Income Taxes: • 3·23% s.16% • • • 

Percentage of Net Sales ..•••••..•..•.• ·'· •.•• ·· .. ····.· • • • 
Percentage of Net Worth ••••..•.....•..• · .... ·• .• ··•·•· • 12.36 12.52 

Rate of Stock-turn (times a year): . 3.68 4-79 3.20 4.15 5·12 
Based on Beginning and Ending Inventones ••.••..•.• · · .. 3·44 
Based on Monthly Inventories' ...•.••...•...• · • · • · · · · • · • • • 4-50 • 4-33 

• 1.44% • • • 
Total Maik-downs and Shortages .•.• · . · .• • • • • · • · • · • · • · • · · · • 

3·36% 2.64% •-37 • • • 
Freight, Express, Postage, and Truckage .••• · ••. •·••·•·•··· 
Distribution of Stores' among Cities with Populations of: 82.90% 65.31% 38·53% 

Less than 1o,ooo . ........................ · · · · · · · · · · · · · .... .... .... 
.... .... .... 3·95 ,s.6s 24.1I 

xo,ooo-25,ooo . ...... · . · · · · · · · · · · · · · · · · · · · · · · · · · .' · · · · · · .... .... .... 3-95 5-78 ,s.s• 
25,ooo-xoo,ooo . .............................. · ... · · ·. · .... .... .... 6.57 6.8o 9-27 
xoo,ooo-soo,ooo . ......... · · .. · · · · · · · · · · · · · · · · · · · · · · · · · .... .... .... 2.63 5-44 3·7' 
soo,ooo-x,ooo,ooo . .................................... ... . .... .... o.oo 1.02 s.s7 
1,ooo,ooo or more . ........ · · .. · · · · · · · · · · · · · · · · · · · · · · · · · 

• Data aot available. See the paragraph oa methods, Appen&;• £11~ ~r·.d 1 items does not aecessaril~al the total. 
1. All the medians were set lnd~pend~nllY;1 thereforeth~! t\..uemO:t an~ :CO~ u:roups respecUvely, were on the reporb of the 14 and u chains 
• The ligures for net gain as a percentage o net wor ,... • 

providing bll1ancc sheet data. the third based 00 the report! of 13 firms giving monthly data. 
• The fiKUres for thls lt~m for ~e chaiD5 In ed b 

6 
C ;:e:ie tirst group having 76 stores, by all 13 chains iD the second group, and by all 14 

• Location of atores by 11ze of oiY was report ¥ I 
chaiDS iD the third group. 
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Table 22. · · esu1 • 45 v · ty Chains Classified According to Average Sales per Operating R ts .or ane 
· Store: 1939 

(Net sales= xoo%) 

• 
Items 

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

Average Sales per Store ......•....................... · • · · 

Index of Change (1939/1938): 
Number of Stores per Chain •.••••.••.•.•.•.••.•.••• • • • · 
Net Sales per Chain ......••...•...•............ · · · · · · · 
Average Sales per Store ...•••.••••.. · ..............•..• · 
Net Sales in Ideotical Stores ••.....•.....•...•.••••••••. 

Net Cost of Merchandise Sold (Including freight, express, post-
age, and truckage) •......•.•.....•..•.••••.....•...•• 

GI!OSS MARGIN •••••••••••••••••••••••••••••••••••••••••• 

Salaries and Wages .....•.•.......•..••...... : •.•. ; ..•. 
Teoancy Costs .••........•.......•.•........••....•.•. 
Light, Water, and Power . .............................. . 
Depreciation of Fixtures and Equipmeot •••••.•...••••... 
Supplies ......................••.•..........•.......•. 
Advertisin!! ...................•.•......•.... • ... · · • • • · 
Insurance (except on real estate) .•....••.....•....••.... 
Tues (except on real estate and income): 

Sales .•••....•...........•••...••••.....••....•...•. 
Other .••.................•.....•.•...••....•....•.. 

Miscellaneous Expense •••••.••.•••••••••••.•.•••.•••••• 

Total Expense before Interest ..•......••.....•.......•.•.. 
Total Interest ...••.........••.....•....••........••.•. 

TOTAL Ex!>ENSE including Interest ....•••...•...••..••...•. 

NET l'RoPIT 011 Loss .••..•..••.••••.••.•.•.•••.•••••.•.•. 
Net Profit or Loss from Real Estate Operations ...••...... 
Interest on Net Worth (except on real estate, leaseholds, 

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

TotalNetOther Income ••••••...••..••..••.....•.....•.•. 
NET GAIN before Income Taxes: 

Percentage of Net Sales ...•••...•..•...••....••.••.•... 
Percentage of Net Worth .••.....•......•...•••.•••..... 1 

Tax on Income and Undistributed Profits .•.•...•.••.•.•..•. 
NET GAIN after Income Taxes: 

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

Rate of Stock-turn (times a year): 
Based on Beginning and Ending Inventories ..•.••......•. 
Based on Monthly Inventories• . .. : .................... . 

Total Mark-downs and Shortages ••..•.•...•.•••.••••.•.••. 

Freight, Express, Postage, and Truckage .•••.•....•.•....•. 
Distribution of Stores' among Cities with Populations of: 

Less than Io,ooo . .............................. , . , ... . 
1010oo-2$,000,. • • •. · · •. · · • .. • .. ,.,,.,.,,.,,,.,,,,,.,,, 
2$10~Ioo,ooo, • .. , ...... , .. , , ...... , .. , ... , . , . , . , . , , , 
roo,ooo-soo,ooo . ..................................... . 
soo,ooo-1,ooo,ooo . ............ 0 • 0 •• 0 • 0 ••• 0 ••• 0 • 0 • 0 • 0 • 0 

z,ooo,ooo or more ......... ............................ . 

Percentages Computed from .~e Fi.IJU"S 
of Each Chain Taken lndivtdU&Uy 

r4 

$25,357 

100.00 
105.22 
1114-42 • 

6647% 
33·53 
16.ro% 
4-84 
1.18 
0.99 • 
1.16 
0.53 
0-45 

0.00 
1-09 
r-40 

27.63% 
1-74 

29-75% 

•-s2% 
o.oo% 

1.28 
o.oo 

r.s2% 

4oJ9% 

• 
• • 

3·46 • 
• 

3.82% 

.... .... .... .... .... .... 

Sales per Store 

I 

SJo.ooo­
$too,ooo 

22 

$47,oo6 

100.00 
109-34 
IOS.8o 
1o6.91 

65-46% 
34-54 

17-46% 
S-3r 
1.10 
1.114 
1.14 
0.28 
o.sz 

0.00 
1.18 
1-45 

30-29% 
z.so 

31-90% 

2.17% 

o.o6% 

1-45 
0.02 

1.62% 

3·84% 
14-77 

o.so% 

3-r3% 
11.82 

3·87 
J.ll 

2-91% 

2.52 

. ... .... . ... .... . ... 

.... 
I 

Sroo,ooo ........ 
9 

$21o,898 

100.85 
ro6.59 
105-70 
104-26 

6s.2o% 
34-So 

14-76% 
8.38 
1.2J 
o.89 
o.¢ 
0.29 
o.so 

o.xo 
o.98 
1-49 

29-SS% 
1.48 

31.12% 

3-24% 

0-93% 

r-40 
o.oS 

2.36% 

5-99% 
1$.16 

r.o2% 

s-16% 
11-77 

5-36 
4-58 

r.39% 
2.22 

.... .... . ... . ... . ... . ... 

Aa:rcPte Firuns 

Pm:entQes Computed from the 
Combined Dollar FilfUf'U of the Chaias 

in Each Sala-per-Storc Group 

Saleo per Store 

L<oo than SJo.ooo- S•oo.ooo 
SJO,OC:O $100,000 ........ 

14 22 9 
$25,122 $64,778 $2oS,514 

.... • 0 •• .... 

.... • • 0 • .... . . . . . . . . .... 

. • 0. ..... . ... 
61.8o% 64-46% 66.3J% 
38.20 35-54 3J.67 

18.28% 17-16% 14-07% 
5-45 6.96 148 
1.23 1.00 J.JI 

I.so 0.98 o.B9 
1.03 1.12 0.92 
o.sz 0.19 041 
0.61 o.so 049 

0.18 o.u 0.12 

2-23 1.18 0.99 
1.73 1.62 142 

32-76% 30.83% 28.90% 
z.ts 1.45 1.49 

34-91% 32.28% 30.39o/o 

3-29% 3-•6% 3.28% 

o.os% o.3o% 1.14% 

1.88 1-41 1-43 
0.21 0.20 0.29 

2-14% 1.91% 2.86% 

5-43% 5-17% 6.14% 
• 18.16 1].59 

• • 1.13% 

• • s.o1% 
• • u.oS 

2.88 4-17 5-27 • J.39 4·46 

• • • 
• • 2.78% 

86.96% 63-40% •7·6o% 
•·54 18.43 •7-35 
1.81 8.os 22-45 
6.88 3-48 n.42 
0.72 3-87 4·'9 
1-09 •-57 6.89 

I I = • Data' not &'!&ilable. See ~e paragraph OD methods Appendix a e 
tAll the mecham were set ·Independently: therefore ihe sum of ih~ i~di!f· 
2 In preparing this tabt~. data for the two largest chaim have been omitteJual Items does not neceuartly equal the total. 
• The figures for this 1tem for chalns in the second grou_p were based ' th 
• Location of stpres by size of city was reported by 13 chaina in the firat :n e ~frts of the 15 ftrms slvlng monthly data. I'd 

and by all 9 chaim m the third group, roup v na: :176 stores, by n tblllu in the aecond aroup havlPI 776 ato ' 



somewhat over $Ioo,ooo. The average for the 
group was : $4 7 ,oo6 on the median basis and 
$64,778 on the aggregate basis. In the third 
group, 8 of the 9 chains classified their stores by 
size. The emphasis in this group was definitely 
on stores with sales of $Ioo,ooo to $soo,ooo. All 
the firms, however, had units with sales between 
$3o,ooo and $Ioo,ooo, while one had an even 
smaller unit. Units with sales of more than 
$I ,ooo,ooo were also reported by chains in this 
group. The general average was slightly over 
$2oo,ooo both on the median and aggregate 
basis. 

As shown at the foot of this table, the average 
sales per store clearly is dependent on the size 
of cities in which the stores are located. Any 
analysis of the influence of sales volume per store 
on operating percentages must take into consider­
ation the population factor. Thus the high tenancy 
costs of large stores shown in this table reflect 
primarily the high rental rates usual in the shop­
ping centers of large cities. In an attempt to iso­
late the effect of population, the tenancy expense 
for IO. chains having average sales per store of 
from $3o,ooo to $Ioo,ooo in cities of less than 
2 s,ooo was compared with that for II chains hav­
ing similar sized stores in larger cities. The 
median tenancy figure in chains with stores in 
small cities was 4.58% of net sales, while that 
for chains with stores in larger centers w:as 7.I2 %. 
The difference in actual dollar expense is shown 
strikingly on a per-store basis, $2,400 per store 
for the small city chains in contrast to over $5,400 
per store for the chains in more densely populated 
districts. Clearly, the experience of the I I chains 
has forced average tenancy cost for the chains in 
the medium-size store group higher than that for 
the chains in the small-store group with units 
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located chiefly in cities with populations of less 
than Io,ooo. 

Operating Results •Classified by Merchandise 
Emphasis 

Of the 4 7 chains only 24, as shown in Table 
I3, page I4, provided data on the sales by mer­
chandise lines. It seemed desirable to classify the 
figures for these 24 firms on the basis of the extent 
of apparel and dry goods sales. Accordingly, 
three groups were established: 8 chains with less 
than 20% apparel andaccessory sales and less than 
40% apparel, accessories, and dry goods combined, 
IO chains with more than 40% in dry goods and 
apparel combined but less than that in apparel 
and accessories only, and 6 chains with apparel 
and accessory sales of 40% or more and combined 
apparel, accessories and dry goods sales of so% 
or more. Study of the operating data for these 
groups disclosed few significant differences in op­
erating expense data, and hence the rather meagre 
figures are not reproduced here in tabular form. 
There was a slight tendency for pay roll percent­
ages to be lower for firms with an emphasis on 
wearing apparel and dry goods. This may have 
developed from the higher value of the average 
sales which probably were characteristic in such 
stores. Mark-downs and shortages for these 
chains were about twice as great as in chains 
carrying less apparel and dry goods. The median 
figure for the 5 firms providing the data was 
3.04% as compared with I-34% and 1.39% for 
the 7 and 8 chains respectively, reporting the data 
in the two other groups. Gross margins for chains 
.with an emphasis on apparel and dry goods was 
relatively low, being in the neighborhood of 33%, 
while the margins usual in the other groups ex­
ceeded 34% of sales. 



APPENDIX 

. ~he Bureau follows certain accounting and sta­
tistical procedures for the purpose of obtaining 
comparability among reports from individual firms 
and for the purpose of making the published fig­
ures as representative as possible. Definitions of 
the a~counting items ~d brief discussion of "the 
more rmportant procedures are covered in the fol­
lowing explanatory notes. 

~ase of Percentages. All percentages in this bul­
letin, unless otherwise indicated, are based on net 
sales as roo%. 

Gross Margin. The term "gross margin" is in­
creasingly used in preference to "gross profit." It 
r~presents the amount remaining after the deduc­
tion of net cost of goods sold from net sales. Net 
cost of goods sold is billed or invoice cost of goods 
sold, less cash discounts taken and allowances re­
ceived, plus transportation charges, and plus 
proper charges for merchandise depreciation and 
stock shortages. The treatment of transportation 
charges as part of the merchandise cost makes the 
gtoss margin figure lower by the amount of such 
charges than it otherwise would be. 

T_ransportation Charges. Variety chains ordi­
narily do not undertake extensive warehousing 
operations; most of their merchandise is shipped 
directly from manufacturers to stores. For this 
t~ade, therefore, all transportation charges are con­
~Idered as part of the cost of merchandise, follow­
mg the generally accepted accounting practice in 
other fields of retail business. 

Salaries and Wages. The salary and wage classi­
fication embraces all items of pay roll expense both 
in stores and in the central organizations, including 
the compensation of chief executives. One change 
in the definition of the account made for the 1936 
study and continued in following years should be 
?oted. Pensions, included in the salaries and wages 
Item in earlier studies, are now considered as mis­
cellaneous expense. 

Tenancy Costs. Tenancy costs comprise all ex­
penses on property used in the business. They 
therefore cover, in the case of leased property, not 
only rentals paid but other payments made in lieu 
of rent, such as taxes, insurance, repairs, and amor-
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~ation o~ Iea:eholds. Charges on owned real estate 
mcl~ded m thiS account comprise taxes insurance 
rep~rs, and depr~ciation on owned real 'estate, plu~ 
~ fair cha.rge for mterest on equity in land, build­
m~, and Improvements, as well as interest actually 
prud on mortgages. The definition of the tenancy 
cost account for 1939 differs in two respects from 
that for 1929, 1931, and 1932, but is the srune as 
that obtaining in the years 1933 through 1938. 
Charges for runortization of major improvements 
on leased property, formerly combined with 
charges for depreciation on fixtures and equip­
ment, have been allocated to the tenancy cost 
item. Also, since many of the firms lease stores 
for which heat is provided by the landlords, the 
cost of heat has been included with other real 
estate charges in order to assure comparability. In 
making comparisons between the figures given in 
this bulletin and those given in the bulletins for 
1929, 1931, and 1932, allowance should be made 
for this change in definition. 

Interest. In order to obtain comparability be­
tween businesses using different methods of financ­
ing, interest at the rate of 6% on the average net 
worth exclusive of real estate, leaseholds, and good­
'Vill is considered as an expense, as well as interest 
actually paid other than mortgage interest. Inter­
est computed on real estate equity and mortgage 
interest are considered as tenancy expense. From 
the sum of the actual interest payments and the 
interest on owned capital is deducted the amount 
of interest and dividends received. 

Total Expense including Interest. Total expense 
including interest is the complete cost of doing 
business, comprising, in addition to the usual out~ 
lays, salaries of executives, proprietors, and part­
ners; rental charges for owned real estate; and 
interest on owned capital. 

Net Profit. The above procedure with respect to 
interest leads to a narrow definition of net profit as 
a theoretically residual sum over and above a cus­
tomary interest return on invested capital. 

Net Other Income. Net other income has three 
component parts: profit or loss from real estate 
operations; interest on net worth other than real 



estate; and other revenue, net. In the first of these 
are included net profit or loss on owned real estate 
not used in the business, interest previously 
charged as expense on the investment in owned 
real estate used in the business, profit or loss on 
real estate which has been sublet, and profit or loss 
,of any subsidiary real estate holding companies. 
Under interest on net worth is credited back the 

. interest at 6% on the average net worth excluding 
real estate, previously included as an operating ex­
pense in arriving at the net profit on merchandising 
operations. Miscellaneous revenue, including such 
receipts as dividends from manufacturing and/or 
foreign subsidiaries, commissions from leased 
sections, and income from weighing machines 
and telephones, is considered as sundry revenue, 
net. 

Net Gain. To arrive at the final net gain or net 
business profit, net other income is added to the net 
profit. Therefore the net gain figure, while not 
affording, from a statistical standpoint, so valid an 
interchain comparison as the net profit fignre, may 
be taken as roughly approximate to net business 
profit in the commonly understood sense. Net gain 
is expressed both as a percentage of net sale~ and 
as a percentage of the average net worth. The use 
of the average neb worth as a base for this fignre in­
troduces the complication of differing policies in 
regard to real estate. For a chain which, either 
directly or through a subsidiary real estate cor­
poration, owns many of the stores operated, the 
total average net worth is large in proportion to the 
net sales volume; and as a result the rate of return 
on invested capital is low as compared with that 
for a chain owning little or no real estate. 

Taxes. The tax account includes all tax expense 
except real estate taxes, included under tenancy 
costs, and federal and state taxes on net income, 
treated as a deduction from net gain. Where state 
or municipal taxes on sales or gross income are not 

. collected directly from customers but are absorbed 
by the chain as expense, such cost is included under 
sales taxes, a subdivision of the tax account. Other 
tax expense includes special chain taxes, licenses, 

, taxes on equipment and merchandise inventory, 
corporate taxes, the federal capital stock tax, pay­
ments for unemployment and old age taxes made 
in compliance with the Social Security Act, and 
other taxes not specifically mentioned elsewhere. 

Rate of Stock-turn. The rate of stock-turn or 
' rapidity of merchandise turnover, is calculated by 

dividing the cost of merchandise sold by the aver-

age inventory at cost. For chain enterprises the 
average inventory includes merchandise both in 
stores and in warehouses. Stock-turn figures of 
two types have been computed: the first rate, 
available for all chains, is based on the average 
of the begiuning and ending inventories; and the 
second rate, available for par't of the chains only, 
is based on the average of 12 monthly inventories. 

Methods. The 47 statements used in the study 
were carefully examined for comparability and 
completeness of data. Whenever questions arose 
concerning the omission of or the interpretation of 
material, letters were written to the individual 
firms requesting additional information. Usually 
the necessary material was forthcoming. In other 
cases when it seemed probable that the omission of 
a figure by a firm was equivalent to a zero entry, 
zero figures were used in arriving at the averages 
presented. When it was evident that one reported 
expense figure covered two or more accounts, ad­
justments were made to allocate the amount to the 
proper accounts. In still other instances where 
material was not reported, the averages were based 
on a reduced sample; usually medians only are 
presented in this latter case, and asterisks in the 
tables indicate the absence of averages for such 
items. 
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Aggregates and Averages. Some of the figures 
included in this report are averages based on aggre­
gate dollar figures. Thus, for instance, in the sec­
ond column of Table 14, where the gross margin is 
reported as 35·93%, this means that the aggregate 
gross margin of the 4 7 reporting chains bore that 
percentage relationship to the aggregate net sales 
of those chains. Such aggregate figures manifestly 
are weighted according to sales volume. These 
average figures based on dollar aggregates obvi­
ously do not afford a good year-to-year comparison 
unless only identical firms are used, since the aver­
ages are substantially affected by the omission or 
addition of one or two large firms. 

Median Figures. Many of the other data pre­
sented in this report consist of median figures. 
These figures are based on percentages computed 
for each firm in the group individually. Such fig­
ures, therefore, give equal weight to each chain, 
irrespective of sales volume and number of stores. 
The median is the middle figure in an array of per­
centages listed in order from the smallest to the 
largest. Thus, in column 3 of Table 14, where the 
gross margin is stated as 34·54 %, this means that 
when the gross margin percentages for the chains 



were arranged in order from the smallest to the 
Iargest, 34·54% was the percentage which stood 
at the midpoint. In the interpretation of the me­
dian figures it should be noted that because of their 
Statistical nature the medians for the individual 
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items of expense ordioarily WJifllot .add~ tir'the 
median total expense, and the median •het.,profit as 
a rule will not correspond precisely to the differ­
ence between the median gross margin and the 
median total expense. 



BUREAU OF. BUSINESS RESEARCH: EARLffiR BULLETINS IN PRINT 

BUILDING MATERIALS 

No. 81: Operating Expen~es. 0£ Building Material Dealers in 1928 ••••••••••••••••••••••••••••••••••••••• $1.00 
Operating Expenses of Budding Material Dealers: 1927, No. 75; 1926, No. 64 •• , ••••• , •••••• , ••••••• SO cents each 

GROCERY-RETAIL (See also CHAIN STORES) 

Operating Expenses in Retail Grocery Stores: 1924, No. 52; 1923, No. 41; 1919, No. 18; 1914, No. S •••• 50 cents each 
No. 13. Management Problems in Retail Grocery Stores (1918) •••••••.••••••••••••••••••••••••••••• SO cents 

GROCERY-WHOLESALE (See also CHAIN STORES) 

Operating Expenses in the Wholesale Grocery Business: 1923, No. 40; 1919, No. 19 .. , , •••••....••. , • , SO cents each 
No. 8. Operating Accounts for Wholesale Grocers (revised edition- 1920) , •••••• , •••••••••• , •••••• , • • 50 cents 

GROCERY- MANUFACTURERS 

No. 79. 
No. 77. 
No. 69. 

Marketing Expenses of Grocery Manufacturers for 1927 and 1928 •••••••••••••••••••••••••••••••• $1.00 
Marketing Expenses of Grocery Manufacturers for 1927 •.•.••• , ••••.• , •••••••••.••••••••••••. 50 cents 
Marketing Expense Classification for Grocery Manufacturers ( 1928) •••• , • , • • • • • . . • • • • • • • • • • • • . • 50 cents 

JEWELRY -RETAIL 

Operating Results of Retail Jewelry Stores: 1927, No. 76; 1926, No. 65; 1925, No. 58; 1923, No. 47; 1922, No. 38; 
1919, No. 23 .•.••••........ ,, •..... , •••••.••.••••••..••••.••••••••..•••••••••• SO cents each 

PAINT AND VARNISH-WHOLESALE 

No. 66. Operating Expenses in the Wholesale Paint and Varnish Business in 1926 •..•..•.•••••••••••.••• SO cents 
No. 60. Preliminary Report on Operating Expenses in the Wholesale Paint and Varnish Business in 1925 50 cents 

PLUMBING AND HEATING SUPPLY-WHOLESALE 
No. 72. Departmentizing Merchandise and Expense Figures for Plumbing and Heating Supply Wholesalers ( 1928) 

50 cents 
No. 71. Operating Expenses of Plumbing and Heating Supply Wholesalers in the Central States in 1927 ••••• 50 cents 

PUBLIC UTILITIES 
No. 68. Interstate Transmission of Power by Electric Light and Power Companies in 1926 • • • • • • • • • • • • • . • • 50 cents 

SHOE-RETAIL (See also CHAIN STORES) 
Operating Expenses in Retail Shoe Stores: 1922, No. 36; 1921, No. 31; 1919, No. 20 •..•••••.••.•.•• 50 cents each 
No. 10. Management Problems in Retail Shoe Stores (1913-1917) ••.••••••••...•••••••••••••••••••••• SO cents 

SHOE- WHOLESALE 
No. 6. System of Accounts for Shoe Wholesalers (1916) .......................... · ••••.•• • •• • • • • • • • • • • SO cents 

STATIONERY AND OFFICE OUTFITTING-RETAIL 

No. 80. Operating Results of Retail Stationers and Office Outfitters in 1928 ......•.• o o o o o o o o o o o o o o o o o o 
50 cents 

TEXTILES 

No. 17. International Comparisons of Prices of Cotton Cloth- January, 1919-March, 1920 o o o o o o o o o o • o o o • • 50 cents 

MISCELLANEOUS 
d T L · 50 cents No. 82. Distribution of Hard Fibre Cordage (1927), by ~ower 0 eWis • 0 0 0 • o o•o 0 0 • o 0 0 0 0 0 o ••••••o• •o • 50 ts 

No. 73. Operating Expenses of Wall Paper Wholesalers m 1927 •• o o o o o • o • o • • • • • • • • • • • o • • • • • o .. o o o • • • o • • • 50 cen 
N 62 Operating Expenses of Private Schools for the Year 1925-26 o ••••• • o • • •• • • • • o o • • • • • o o o • • o • • 'Q o cenc: 
o~~rating Expenses in the Wholesale Automotive Equipment Business: 1924, No. 51; 1923, No. 42 0 o(fuo cl ~)Sri' c~nb 
No. 25. Labor Terminology (1921) •••• · • •• • •. · • • ·• • • • • · · • • • · • • • • • • · • • • • • • • • · • • • • • • • • • • • • 
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