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. It-is the purpose of the Bureau of Business Re-
search of the University of Illinois—

(1) to study and as far as possible to ex-
plain economic and industrial conditions
within the State;

(2) to direct attention to experience-tested
practices of good business management ;

and,

(3) to investigate methods for securing the
best executive control of business.
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PREFACE

The present study is one of a series of related studies in the
financial structure of various tvpes of business enterprise. In Bulle-
tins Numbers 27 and 29 the financial plans of gas companies and
automobile and related automotive manufacturing companies were
analyzed and set forth. The present bulletin continues this series of
studies. It is devoted to the determination of the typical financial plan
of department stores. Later bulletins of the series will have for their
purpose the presentation of the balance sheet structure of other in-
dustries, and also the analysis of operating statement ratios, ratios of
turnover for various aspects of capital structure, and earning power
ratios, for all the industries covered by these studies.

The purpose of these analvses of financial structures is twofold:
first, to bring out in a more or less uniform manner the underlying
differences in the financing emploved in the different industries studied,
and, second, to establish acceptable standards of financial relationships
through the determination of typical or representative ratios.

Business executives have found financial ratios a helpful tool in
attempting to simplify or reduce the number of details in their prob-
lems. The reduction of the relationships of large and varied figures
to an abstract base by means of ratios has enabled business men to
grasp the significant factors with less effort than otherwise. The in-
creasing use of financial ratios attests to a growing recognition of
their serviceability; the establishment of typical or standard ratios
will enable business men to carry their analyses a step further. In
addition to making it possible to compare the performance of their
enterprise from time to time with its own past performance, standard
ratios based upon averages of large samples of ratios for similar com-
panies will facilitate the comparison of their individual enterprise with
standards for the industry. .

The Bureau acknowledges its indebtedness to Ernst and Lrnst,
Certified Public Accountants, for the original data of this study. and
to A. H, Wixaxor, C.P.A.. of the Bureau staff for the preparation of
the manuscript.
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APPENDIX

CURRENT ASSETS _
TABLE I.— CURRENT LIABILITIES RATIO FOR 1923

Distributions of the observed and graduated frequencies of the Current Assets to
Current Liabilities ratio for department stores for 1925 classified according to the
type of financial plan

WitH LoxG TErRM DEBT Wirtnour Long TErRM DEBT

Graduated

2 Graduated

Number of | Frequencies © Number of \ Frequencies

Size of Ratio | Observed | for Smooth Size of Ratio Observed ' for Smooth

Frequencies ‘ Curve ‘ Frequencies * Curve

50-199. .. ... ..... 3 \ 4.3 50- 199......... i 8 10.6
200-349. ... ... .. 15 14.0 200- 349....... .. 12 : 16.6
350-499. ... .... 8 [ 8.6 350- 499......... 15 ' 12.9
500-649........... 3 | 3.0 500~ 649......... i 13 7.1
650-799........... 2 ; .8 650~ 799......... i 2 3.2
| 800- 949......... : 2 1.3
| 950-1099. .. ...... | 0 i .5
! 1100-1249......... i 1 2

Average Ratio: Mode = 2.91
Range of 50 per cent of frequencies centered about
the mode, 1.91 to 3.78

Equation for computing the smooth curve:

40 a2sm 1 x 2.7907
- 250 X
y = 1406 ( + 1A6779)

Average Ratio: Mode = 3.29
Range of 50 per cent of frequencies centered about
the mode, 1.85 to 4.61

x L1
Equation: y = 16.65““5“"(1 + m)

CURRENT ASSETS

TABLE Il.— cURRENT LIABILITIES

-« RATIO FOR 1927

Distributions of the observed and graduated frequencies of the Current Assets to
Current Liabilities ratio for department stores for 1927 classified according to the

type of financial plan

WitH Loxc Tery DEBT

Graduated

Number of | Frequencies

Size of Ratio Observed for Smooth
Frequencies Curve
00-149. ... .. ... 2 .5
150-299 .......... 10 6.9
449 L. 13 13.0
450-59¢. ... .. ..... 5 8.2
600-749 . ... ... .. .. 2 2.1

Average Ratio: Mode = 3.26

Range of 50 per cent of frequencies centered about
the mode, 2.29 to 4.19

ion: v = — 589922 ,_x‘)
Equation: y = 14.0e75 (l -+ 19076

28,9327

Witsout Long TeErM DEBT

: Graduated
Number of : Frequencies

Size of Ratio Observed | for Smooth

Frequencies | Curve

00~ 149, ......... 7 : 9.9
150- 299......... 19 13.2
300- 449....... .. 9 11.3
450~ 599......... 7 7.8
600— 749......... 4 4.8
750- 899......... 4 i 2.7
900~-1049 ... ...... ' 2 ; 1.4
1050-1199 ., ..... .. 1 N
1200-1349......... 1 N 1

Average Ratio: Mode = 2.55

Range of 50 per cent of frequencies centered about
the mode, .77 to 4.20

‘ . vscz x 2.2657
. - - 96023 ——
Equation: y = 13.2¢ (l + 2.3617)



32 BuLLeETiN No. 32

CURRENT ASSETS
TOTAL ASSETS
Distributions of the observed and graduated frequencies of the Current Assets to

Total Assets ratio for department stores for 1925 classified according to the type of
financial plan

TABLE I1l.—

RATIO FOR 1925

WitH LoxG TErRM DEBT Witnout LoxG TERM DEBT

{ i
Graduated I l Graduated
I Number of ) Frequencies i Number of | Freguencies
Size of Ratio 1 Observed for Smooth Size of Ratio ( Observed | for Smooth
| Frequencies |  Curve | Frequencies ‘ Curve
; L 1
' [
26~339. ........... i 1 1.0 2 1.2
34419, ... ... 3 3.5 2 2.4
42-499. ... ' 11 6.4 4 4.4
50-579. ..., 7 7.6 6 7.3
58-659............ 1 6.6 8 ; 10.4
66~739............ 5 4.4 6 12.0
74819 ........ ... 4 2.5 16 9.9
82~899............ 2 1.2 10 4.7

Average Ratio: Mode = ,531

Range of 50 per cent of frequencies centered about
the mode, .433 to .627

Average Ratio: Mode = .818
Range of 50 per cent of frequencies centered about
the mode, .722 to .916

x 16,7506 E . 1.3750: x w
- ansor((f — %
quation: y = 12.0¢ (‘ 4,3118)

Equation: y = 7.66'“955-‘(1 +713'0—67

CURRENT ASSETS
TOTAL ASSETS
Distributions of the observed and graduated frequencies of the Current Assets to

Tota) Assets ratio for department stores for 1927 classified according to the type of
financial plan

TABLE IV.— RATIO FOR 1927

Wite LonNGg TerM DEBT Witnout Loxc TErM DEBT

Graduated \ Graduated
Number of | Frequencies Number of | Frequencies
Size of Ratio Observed for Smooth Size of Ratio Observed ] for Smooth

Frequencies Curve Frequencies ! Curve

1

2 ] 1.5 1 .4

s i 3.7 1 ‘ 8

7 ! 5.8 3 j 1.6

6 6.6 5 I 2.9

3 i 59 3 i 5.0

5 ! 4.2 10 7.8

1 2.6 6 I 10.8

4 1.3 16 | 12.3

12 1 10.2

I

Average Ratio: Mode = .529

Range of 50 per cent of frequencies centered about
the mode, .420 to .637

Equation: y = 6~6"2'“762(1 *5 61‘338)

23.6531

Average Ratio: Mode = .832
Range of 50 per cent of frequencies centered about
the mode, .734 to .934

. Lz al o
. y = . ir = 36407
Equation: y = 12.3¢ ( 1 3.6497)
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., FIXED ASSETS
TABLE \ ~— TOTAL ASSETS RATIO FOR 1925

Distributions of the observed and graduated frequencies of the Fixed Assets to
Total Assets ratio for department stores for 1925 classified according to the type of

financial plan

WitH LoNG TErM DEBT

) ‘ Graduated
Size of Ratio

Number of ; Frequencies
Observed | for Smooth
| Frequencies ! Curve

Average Ratio: Mode = .305

Range of 50 per cent of frequencies centered about
the mode, .190 to 418

463,2239

X
PR = 12,7145 e vy
Equation: v = R0e¢ ‘(‘ 36.4326)

Witnout Loxg TeEry DeBT

|
| Graduated
Number of | Frequencies
Size of Ratio { Observed for Smooth
Frequencies Curve
_ 1_
' 22 23.2
15 15.3
11 6.5
5 2.3
0 .7
1 i 2

Average Ratio: Mode = .092

Range of 50 per cent of frequencies centered about
the mode, .087 to .153

E . 23,2011 1 x 1.9665
quation: y = 23.2¢™ % ( +Tzﬁ)

. FIXED ASSETS
TABLE \’I.ﬂm RATIO FOR 1927

Distributions of the observed and graduated frequencies of the Fixed Assets to
Total Assets ratio for department stores for 1927 classified according to the type of

financial plan

Wite LonxG TErM DEBT

Graduated

Number of | Frequencies

Size of Ratio Observed for Smooth
Frequencies Curve
9 2 1.6
10-199 . ... ... .. 4 4.0
20-299......... ... 4 7.4
30-399............ 10 9.3
40-499 . ... .. ..., 6 7.0
50-599............ N 2.7

Average Ratio: Mode = .386
Range of 50 per cent of frequencies centered about
the mode, .289 to .486

200807

x 22,
z jon: y = 0.3er300r{ { — ..
Equation: y = 9.3¢ ( 6.7591)

WitHott Loxg TErM DEBY

|

I Graduated
. Number of | Frequencies
Size of Ratio Observed for Smooth

| Frequencies Curve*
‘ 29
‘ 15 ‘
' 4 \

2 |

4 !

2

1

*Because of the excessive skewness of the data,
a satisfactory curve could not be calculated;
consequently no mode is given.
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OTHER ASSETS

TABLE VII.—

TOTAL ASSETS RATIO FOR 1925

Distributions of the observed and graduated frequencies of the Other Assets to
Total Assets ratio for department stores for 1925 classified according to the type of

financial plan

WitH Loxg TErRM DEBT

f
|

Graduated
Number of | Frequencies
Size of Ratio Observed for Smooth
Frequencies 1 Curve
!
2 ! 2.0
5 i 2.9
7 5
3 | 3.6
3 ; 3.5
1 ,, 31
0 | 2.6
1 | 2.1
3 ! 1.6
1 ! 1.2
2 | .8
1 .6
1 ! 4
I

Average Ratio: Mode = .068
Range of 50 per cent of frequencies centered about
the mode, .026 to .109

5.5889
Equation: y = 3.6e™ 735‘2(1 +

7. 7389)

\\ tHovT Long TERM DEBT

! ‘ Graduated
Number of | Frequencies

Size of Ratio Observed for Smooth
| Frequencies Curve
- _ ,,\;,}'“4_7“* R
‘ 11 6.7
: 13 7.3
i 6 6.9
‘ 3 5.9
6 4.9
2 3.8
! 0 2.9
3 2.2
t 1.6
: 3 1.1
| 0 .8
; 0 .6
3 .4
Average R'mo Mode = .030

Range of 50 per cent of frequencies centered about
the mode, .00 to .075
7.3~ 45.6:(1 +

1.5286

Equation: ¥ 3. 2690)

OTHER ASSETS

TABLE VIIL.—

TOTAL ASSET

g RATIO FOR 1927

Distributions of the observed and graduated frequencies of the Other Assets to
Total Assets ratio for department stores for 1927 classified according to the type of

financial plan

WitH Loxc TErM DEBT

|
Graduated
Number of | Frequencies
Size of Ratio Observed for Smooth
‘ Frequencies Curve
k_[, |
| 6 ‘ 5.5
7 | 6.9
5 | 5.8
5 3.8
1 ) 2.0
3 | .9
1 ] 4
i

Average Ratio: Mode = .039
Range of 50 per cent of frequencies centered about
the mode, .016 to .061

, [
Equation: y = 6,9541.71313(1 +

4‘3498)

Witdout Long TErRM DEBT

T |

| Graduated
Number of ! Frequencies
Observed for Smooth

Curve

Frequencies

Size of Ratio l

...
[l = - =]
OO~

10-119 .
12-139.

Average Ratio: Mode = .037
Range of 50 per cent of frequencies centered about
the mode, .013 to .060

. 128
Equation: » = 11.1¢e” Mt(l +40934)

5.6014
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TABLE 1X.—

CURRENT LIABILITIES

TOTAL ASSETS

Prax oF DEpARTMENT STORES 33

RATIO FOR 1923

Distributions of the observed and graduated frequencies of the Current Liabilities
to Total Assets ratio for department stores for 1923 classified according to the type

of financial plan

With LonGg TErRM DeBT

Graduated
Number of  Frequencies
Size of Ratio Observed  for Smooth
. Frequencies Curve
1 .2
9 5.6
11 10.0
6 7.9
1 4.6
1 2.4
3 1.1
: |
I
L
Average Ratio: Mode = .149

Range of 50 per cent of frequencies centered about
the mode, .097 to .194

x LA~y
jon: v = 10.0e-t12eorf 1 <
Equation: y = 10.0¢ ( + 1.6748)

WitHouT Loxg TErM DEBT

| Graduated
i Number of | Frequencies
Size of Ratio Observed for Smooth
| Frequencies | Curve
N I
I
1 1.8
7 5.3
10 8.5
12 9.6
7 i 8.7
3 ! 6.8
4 4.8
4 3.1
2 1.9
2 1.1
1 ] .6
| i
Average Ratio: Mode = .168

Range of 50 per cent of frequencies centered about
the mode, .094 to .241

5.2769
Equation: ¥ = 9.6~ 10.411(1 +

4 9919)

CURRENT LIABILITIES

TABLE X.—

TOTAL ASSETS

RATIO FOR 1927

Distributions of the observed and graduated frequencies of the Current Liabilities
to Total Assets ratio for department stores for 1927 classified according to the type

of financial plan

WitH Lo~NG TeErM DEBT

Graduated

Number of | Frequencies

Size of Ratio Observed . for Smooth
Frequencies Curve
05-099......... ... 4 2.9
10-149. .. ..., ... 12 5.9
15-199. . .......... 5 7.0
20-249. . ..., ... 2 6.2
25-299. ... ... ... 4 4.5
30-349.. ... ... ... 1 2.8
35-399............ 4 1.6
40-449 ... ... ... ... 1 .9

Average Ratio: Mode = .156
Range of 50 per cent of frequencies centered about
the mode, .092 to .218

Equation: y = 7_0;-1.2310:(1 +

5.4

x
4.2405

WithHout LoNG TeErM DEBT

. Graduated
Number of } Frequencies
Observed for Smooth
Frequencies ‘ Curve

I
|
Size of Ratio (
|
t

AR T O =00 00
- OV~ 00 TN
00 O 00 W I G0 W ST 00 L

Average Ratio: Mode = .190

Range of 50 per cent of frequencies centered about
the mode, .108 to .270

Equation: y = 8.4¢” ”’3?-‘(1 +

31.5687

13. 7626)
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LONG TERM DEBT
TOTAL ASSETS

Distributions of the observed and graduated frequencies of the Long Term Debt to

TABLE XI.— RATIO FOR 1925 AND 1927

Total Assets ratio for department stores for 1925 and 1927

1925 1927
’ ! Graduated | Graduated
i Number of | Frequencies Number of : Frequencies
Size of Ratio Observed ! for Smooth Size of Ratio Observed for Smooth
I Frequencies Curve Frequencies ! Curve
i
9 6.3 5 3.4
8 7.7 7 1.6
4 6.6 4 5.0
4 4.5 2 4.7
5 2.5 5 3.9
1 1.2 2 2.9
2 .6 3 2.0
: 1 1.3
: 1 .8
‘ i 2 .5

Average Ratio: Mode = .093

Range of 50 per cent of frequencies centered about
the mode, .035 to .150

E . R x 77476
.y = -1.6485z _F
quation: y .7e (1 +4.6998)

Average Ratio: Mode = .140

Range of 50 per cent of frequencies centered about
the mode, .057 to .222

ey = -~ 11337 L—)
Equation: y = 5.0¢ ’(1 + 7150

8.0833

TABLE XIT— 0 r WORTH ) FOR 1925
LE XIL— 5G7AL ASSETS RATIO FOR 1923

Distributions of the observed and graduated frequencies of the Net Worth to Total
Assets ratio for department stores for 1925 classified according to the type of financial

plan
WitH LonG TeErm DEBT WirHout LoNGg TErM DEBT
T | |
Graduated i i Graduated
Number of | Frequencies . Number of | Frequencies
Size of Ratio Observed for Smooth Size of Ratio . Observed for Smooth
Frequencies Curve | Frequencies Curve
R —— ‘
30-399............ 1 3 30-399. ... ....... ‘ 1 ‘ 4
40-499 ... ....... 3 1.3 40-499 .. . ......... | 1 1.2
50-599. ... ........ 5 3.8 50-500 ... 11l | 4 \ 31
60699, ........... 10 8.5 60-699. .. ... ... ... | 8 7.2
70-799. .. ... ..., 11 11.7 70-799 . ... ... ..., | 10 : 13.8
80-899,........... 4 7.3 80-899 ., ... .. ..... 22 18.5
90-999 . .l | 8 1\ 9.9
|

Average Ratio: Mode = .701

Range of 50 per cent of frequencies centered about
the mode, .620 to .787

X 1 . x $.8931
Equation: y = 11.7¢27% (1 _m)

Average Ratio: Mode = .846

Range of 50 per cent of frequencies centered about
the mode, .765 to .939

) - x 2.7678
C e NUTEY (5 Q.
Equation: » = 18.5¢ (1 1.8845)
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NET WORTH

TABLE XIII.

— TOTAL ASSETS RATIO FOR 1927

Distributions of the observed and graduated frequencies of the Net Worth to Total
Assets ratio for department stores for 1927 classified according to the type of financial

plan

\Witit Loxg Tery DEBT

Graduated
Frequencies
for Smooth

Number of

Size of Ratio Observed

Freguencies Curve
10-499 3 2.1
50-599 . ... ... & 7.0
60-699 . ... . ... .. 9 10.1
0-999, .. 5 7.2
80-899 . ...... ... .. S 2.7

Average Ratio: Maode = 643
Range of 50 per cent of frequencies centered about
the mode, .556 to 730

. 0 L X 147508
ion: v = RSt T
Equation: y =10.1¢ (1 +1_“504)

Witnout LoxGg TERM DEBT

Graduated
Number of : Frequencies

Size of Ratio Observed | for Smooth ,
Frequencies Curve
30-399.. . ... .. L 3 .8
10499, ... ..o 2 , 1.9
50-599 . .. 6 : 4.1
60-699 9 7.7
70-799 .. 10 12.1
80-899 . . 15 14.5
90-999 12 1.3

Average Ratio: Mode = 811

Range of 50 per cent of frequencies centered about
the mode, .702 to .925

3 i T y = Sel.63i2z — 4'\. ,)
Equation: 14.5¢ (1 39061

R.3951



