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OPERATING RESULTS OF INDIANA WHOLESALE GROCERS-YEAR 1927 

Soope and Character of the Study 

This study oovers primarily the results of the ope:rations of Indiana 

wholesale grooers for the oalendar year 1927. although two firms are in­

oluded 'iihose fiscal' year ended at a time other than DeolllJllber 31. The ma­

terial for this study was obtained by means of questionnaire blanks sent to 

all members of the Indiana Wholesale Grooers' Assooiation. Reports were 

reoeived from twenty-.t'our firms. of which twenty-two were oomplete enough 

to use as a part of this study. Seventeen firms sent in reports 'iihioh were 

complete in all details. 

The aggregate business done in 1927 by firms reporting to the Bureau 

was approx1mately $24.000.000 or an average of $1.100.000 per firm. Vari­

ations in the sales volumes among the twentyootwo firms were quite marked, 

ranging from. less than $200.000 for the smallest to over $8,000,000 for the 

largest firm_ The typieal or middle firm"had sales of approximately $576.-

000. The distribution aooording to volume of sales of all firms reporting 

is indioated in the tollowing table. 

TABLE I 

Distribution Aooording to Sales Volume 
of Reporting Wholesale Grooery Finns 

Sales Volume 

Under $400.000 

$400,000 to $500,000 

Over $500.000 but less tban $1,000,000 

$1,000,000 to $2,000.000 

Over $2.000,000 

Number of Firms ..... 
5 

5 

6 

4 

2 
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Before analysing t.he operat.ing st.at.ements of t.he above firms, ment.ion 

should be made to the definition of lIane of the t.erms to be used in t.he 1'01-

lcvring pages 01' this report • 

• OperatingprofitsW are those obtained by deduct.ing fran sales revenues 

the cost. of' ~oods sold and all ordinary operating expenses, and does not in­

clude the addition of non-operating incane or the deduction of' non-operat.ing 

expenses, Federal income taxes and interest paid on indebtedness. 

·Net profit" as referred to in this st.udy is the amount finally carried 

to the surplus or undivided profits account of' the business (bef'ore deduction 

of Federal income taxes, if any). 

lh most of the analyses, the "operating profit" rather than the "net 

prof'it " is used as the basis of comparison since the chief purpose of' this 

study is to determine the profits or losses made in the operation 01' the 

wholesale grocery business by the reporting firms and not as the result of' 

their outside investments. 

Throughout this study, the terms "middlen and "average" figures are used. 

The nmiddlen figure is that 01' the lll:iddle firm in the list, when the figures 

are arranged in order of magnitude. "Average" figures, which are used in some 

ot the tables, represent the totals for the f'irms reporting, divided by the 

number reporting. The latter tigure shows the result of' an equal distribution 

of' the items among all the reporting f'irms, and is useful in getting a picture 

of' the grooery trade as a whole, while the "middle" more nearly represents the 

experience of' a typioal wholesale grocer. 

An analysis ot the oombined operating statement.s or the twenty-two tirms 

reporting shan that or the $24,000,000 reoeived :fran sales, approximately 

$21,~ooo went to N tor'the goods flold, and apprQXimately·t2,4~OOO r~ 



expenses of operation~ leaving an operating profit of a little over $100.000 

or something les8 than fifty cents per $100 of sales. This is a very small 

operating profit. and is less than one-thlrd as large as the annual operating 

profit of some twenty-three Ohio wholesalers for the last four years. The 

profit of the middle firm was allio slightly lellS than fifty cents per $100 

of sales. Not only has the average operating profit been small. but the num· 

ber of firms reporting operating losses equalled the number showing operating 

profits; eleven firms reporting 10sse8 and eleven reporting profits. Three 

firms showing operating losses for the year. reported a net profit due to non­

operating incomes whioh were larger than the operating losses. 

Operating profits ranged f~om $0.98 to $2.54 per $100 of sales. while 

operating losses ranged from $0.01 to $2.68 per $100 of sales. The average 

profit of the group showing operating profits was $1.56 per $100 of sales and 

the middle figure $1.55 per $100 of sales. Of the group showing operating 

losses. the average loss was $1.34 per $100 of sales. and the middle figure .. 

was $1.31 per $100 of sales. The averages for the entire group of reporting 

firms was indicated earlier in this summary. 

Seventeen firms submitted balance sheets which were oomplete enough to 

determine the rates of return on owners' investments. The returns on owners' 

investments varied from about fourteen per cent profit to a loss 01' over six 

per oent. 

RESULTS SHOWN IN AVERAGES -
The averages of the operating results of Indiana wholesale grocers who 

reported to the Bureau ill shown in Table II. The averages are based on the 

assumption of an equal distribution of each item in fable II among the 

twenty-otwo wholesc.1e.·s who. reported to the Bureau. On the basis o!: t'te above 



distribution, each firm. would bave had net eales of approximately 11,098,000. 

& gross pro!'t't. margin of .118,000 and an operating profit of .5,400. In terms 

of peroentages, the average f~ would have had a gross margin of 10.76 per 

cent of its net sales, operating expenses of 10.26 per cent and an operating 

profit of .5 per cent. 

An operating profit of one-half of one per cent, or of fifty cents per 

.100 of sales is extremely BDlall, and in the case of the above twenty-two 

fi1'llls, was caused partially by including eleven firms with operating losses 

in the total of the twenty-two firms reporting to the Bureau. 



TABLE II -
AVERAGE OPERAT lNG RESULTS 

(22 Wholesale Grocery Firms--1927) 

NET SAIES 

COST OF GO(J)S SOLD 

Inventory--Beginning 

Purchases 

Dlventory--End 

GROSS MARG m 

OPERAT mG EXPENSES 

Detail 

• 182,440.09 

975,061.60 

$ 1,157,501.59 

177 ,527.09 

wages and kxp. ot Salestorce , 30,565.92 

Adv. and other selling Exp. 

Reoeiving & Shipping Wages 

other Shipping Expense (a) 

Exeoutive Salaries 

Ottioe Salaries 

otfioe SUpplies & Expenses 

Rent (b) 

Heat, Light and Power 

Taxes 

Insurance 

Repairs t.o Equipment 

Depreoiation at Equipment 

Misoe11aneous Expenses 

Lossea tram Bad Debts 

Total Expenses 

NET PROFIT FROM: oPERArIONS. 

4,427.16 

20,075.68 

6,017.84 

13,925.84 

9,184.61 

1,021.59 

1,611.17 

619.33 

2,485.43 

Ca) DlclUdes delivery expenses. 

Total 

,1,098,113.13 

979,974.50 

• 118,138.63 

• 112,'101.81 

• 6,430.82 
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Per Cent --
100.00% 

.40 

.66 

,.84 

.21 

.09 

.50 

.05 

.85 

.23 

(b) Ino1Udes building tUBS, insurance, 
or owned buildillg3. 

repairs, and deJreciation in casa 



TABLE III 

AVERAGE OPERATING RESULTS 

(11 Wholesale Grocery Firms, baving 
Operating Profits--1927) 

NET SALES 

COST OF GOODS SOLD 

Inventory-Beginnihg 

Purchases 

Inventory-End 

GROSS MARGIN 

OPERATING EXPENSES 

Wages and Expense of 
Salesforoe 

Detail 

$ 213,000.41 

1.163.13~ 

$ l,37S,lZ6.22 

206,444.79 

Adv. and Other Selling Exp. 7,065.82 

Receiving & Shipping Wages 30,693.76 

Other Shipping Expenses{a) 6.927.29' 

Executive Salari~s 18,265.88 

Office Salaries 9,478.22 

Office Supplies and Expenses 2.369.23 

Rent(b) 2.865.69 

Heat. Light and Power 1.524.41 

Taxes 7.833.62 

Insuranoe 2.108.70 

Repairs and Equipment 598.06 

Depreoiation of Equipment 2.047.08 

Misoellaneous Expenses 4.541.88 

Losses from Bad Debts 1,833.72 

Total Expenses 

NET PROFIT FIDlI OPERATIONS 

(a) Inoludes deli~ry expenses. 

Total 

$1,314,409.89 

l,169,69l.43 
----
$: .144,718.46 

123,742.83 
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Per Cent 

.54 

2.33 

.53 

1.40 

.72 

.18 

.22 

.12 

.60 

.16 

,04 

.15 

.34 

.14 

(b) Inoludes building taxes. insuranoe. repairs and depreciation in case 
of awned buildings. 



TABlE IV 

AVERAGE OPERAT ING RESULTS 

(ll Wholesale Grocery Firms. showing 
Operating 1.osses--1927) 

Detail 

NET SAlES 

COST OF GOQ)S SOID 

Invent.ory-Beginning 

Purchases 786.986.96 

l1lVent.ory--End 

GROSS MARG IN 

OPERAT ING EXPENSES 

wages and Expense of 
Salesforce 

Adv, '" other Selling Exp. 

o Receiving'" Shipping Wages 

other Shipping Exponse(a) 

Execut.ive Salaries 

Office Salaries 

Office Supplies Expense 

Rent. (b) 

Heat..Light and Power 

Taxes 

Insurance 

Repairs to Equipnent. 

Depreoiation t.o Equipnent. 

Misoel1aneous Expense 

Losses from. Bad Debts 

Tot.al Expenses 

NET LOSS FRO!( OPERAT IONS 

• 938.866.74 

• 

148.609.39 

36.542.39 

1,788.49 

9.457.39 

6.108.39 

9,586.81 

8.891.00 

3,698.49 

3,051.60 

518.77 

3.124.87 

1,233.64 

640.60 

1,646.67 

14,249.04 

3.137.14 

(a) Inoludes delivery expenses. 

Total 

• 881,816.29 

790.257.35 

• 91,558.94 

• 101.672.79 

• 10,113.85 

Per Cent. 

100.00J' 

.20 

1.07 

.58 

1.09 

1.01 

.42 

.35 

.06 

.35 

.14 

.07 

.35 

(b) Inoludes building taxes, insurance. 
owned buildings. 

repairs and depreciat.ion in case of 



Table III shows the averages of the eleven firms showing an operating 

profit. while Table IV gives the averages of the eleven firms showing an 

operating loss. Table II. as indioated before. is a total of Tables III and 

IV. A oomparison of the averages shown in Table IV with those for the same 

items in Table III shows soma velY wide variations. 

The average operating profit of the eleven oompanies in Table III was 

$1.60 per eaoh $100 of sales. while the average operating loss of the eleven 

firms in Table IV was $1.15 per eaoh $100 of sales. making a dif"ferenoe in 

operating results between the two groups of oompanies of $2.75 per eaoh 

$100 of sales. An operating profit of $1.60 per $100 of sales has been about 

the average experienoe of IIIILlV wholesale grooers in soma other states during 

the past fowyears. 

Perhaps the most outstanding differenoes in the operating results of the 

abovo two groups of oompanies lie in three items. "Gross Margin." ''Wages and 

Expenses of the Sa1esforoe" and "Misoellaneous Expense." Had the average 

salesforoe expense of the oompanies who made operating losses been no larger 

than the average of the oompanies showing an operating profit. the formar 

group would have shawn an operating profit of 94 oents per $100 of sales. 

If in addition to the above. had the group showing operating losses main­

tained the sama average gross margin as those showing an operating profit. 

the operating profit of the two groups would have been almost identioal; 

$1.60 per $100 of sales for those in Table III and $1.57 per $100 sales for 

those in Table IV. 

The differenoes in the figures in Table III and IV for "Misoellaneous 

Expanse" and "Wages of Reoeiving and Shipping Forces" represent mora nearly 

differenoes in t;he olassifioation of expenditures by the two groups than 

outl~s for oertain funotions. While the large item for "Misoellaneous· Ex-



penseR in Table IV should have been broken down and Illlooated to other items 

by the reporting firms. any reallocation would not have changed the total ex­

penditures. 

While the foregoing tables illustrate the trend of operations of the 

industry as a whole, Table V indicates more fully the operations of a typical 

firm. In determining the Utypical firmn the various items of the operating 

statements of the twenty-two reporting firms were arranged in the order of 

their size, and the middle or in the case of twenty-two firms, the average 

of the middle two was taken as a typical figure. Table V affords a comparison 

between the percentage items of the average and the middle firm. 

The average net sales of the group were approximately $1,100,000 but. 

those of the umiddleu firm were $576,000. The difference between the fore­

goi!;g two figures is due to the tact that there were a ff1W very large finDS 

in the group whose sales tended to raise the average. 

The middle figurel show but little different results from the average 

figures for the group. The middle gross margin was 26 cents per $100 o£ 

sales lower, and the total operating expenses were 50 cents per $100 of sales 

lower, leaving a middle operating profit which was 24 cents per $100 of sales 

larger than the average profit of the group. 

Within the operating axpenses, a ff1W noteworthy differences between 

typical and average figures occurred. The average costs of advertising, 

selling and shipping the goods were higher than those of the middle firm, 

while most of the other items of operating expense other than Taxes and 

MisCellaneous for the average of the group were either nearly the same or 

lower than those of the middle firm. 



TABLE V 

C01!PAIUSON OF TYPICAL AND AVERAGE OPERATING 

RESULTS IN PERCENTAGES TO SALES - -
(12 Wholesale GrooeryFirms--Year 1927) 

NET SALES 

COST OF GOODS SOLD 

GROSS 'MARGIN 

OPERATING EXPENSES 

Wages and Expense of Salesforoe 

Advertising 

Wages ot Reoeivers and Shippers 

Other Shipping 

Exeoutive Salaries 

Offioe Salaries 

Of rice Supplies 

Rent 

Heat. Light and Power 

Taxes 

Insurance 

Repairs to Equipment 

Depreoiation ot Equipment 

Misoellaneous 

Bad Debts 

Total Operating Expenses 

NET PROFIT FROM OPERATIONS 

Simple Average 

100.00% 

2.78% 

.40 

1.83 

.55 

1.27 

.84 

.28 

.27 

.09 

.50 

• 15 

.05 

.17 

.85 

.23 

10.26% 

.50% 

Middle Firm -

2.53% 

.21 

1.40 

.76 

1.34 

1.29 

.25 

.48 

.10 

,,35 
' . 

.21 

.07 

.14 

.38 

.25 

9.76% 

.74% 



It should be noted that the "total operating expenses" and "net operating 

profit" figures shown a~ middle in Table V are a oombination of the individual 

items given in the table rather than the individual experience of any single 

firm. :In other words no single firm had a typioal experienoe throughout its 

operating expense IIchedule. The totll-l operating expense of the middle firm 

was 19.33 and the operating profit. 49 oents per $100 of sales. 

RE:LATION OF OPERATING RESULTS TO FINANCIAL pOSITION - -
While for the purposes of control, it is neoessary to analyze operating 

expenses and their relation to net sales. the rate of return yielded on the 

total assets ~plqyed in the business. and the ratio of the net earnings to 

the investment of the owner is the final measure of the success of the busi-

ness. Just as the high operating profit margin I1lIJ¥ not yield a high return 

on the invastment. a 1011' opllrating profit margin.may yield a satisfactory re-

turn; since much depends on the rate of turnover of the capital emplqyed in 

the business. It is necessary then, in order to determine the degree of suc-

oess of the various reporting firms, not only to analyze the operating expenses 

but also oompare the profits with the emount of capital emplqyed in the enter-

prize. While all the firms furnishing operating statements did not furnish 

oomplete financial statements. a suffioient nUDlber did to enable the Bureau 

to ana~ze the statements and determine the average operating assets, total 

assets, owners' investments, eto. 

:In Table VI is presented an average or representativa balance sheet as 

at the beginning and the end ot the fiscal year 1927. The average balance 

sheet in Table VI shows that the sevanteen firms furnishing complete balance .. 
sheet reports to the Bureau had salel! avaraging 1644.779.73, operating profits 

averaging 11, 895 035, oparating assets.ot 1195,246.30 and an average investment 

on the part of the owners ot 1147~192.70. 



-12-

Since several firms included in this group made losses rather than profits 

during the year. the aireraga rflturn yielded by the operating assets of the 

seventeen firms was less than one per oent 'While the net return on the net 

worth was less than two per oent. Deducting those making operating losses 

from the foregoing. the average return of the remaining firms was 6.5 per cent 

on the operating assets and the net return on the net worth 9.2 per oent. It 
... 

is apparent from these figures that the more profitable firms are not supply-

ing all the oapital used in their respeotive organizations. but are IIBking 

oonsiderable use of their aocounts payable. notes payabl~ and other obliga­

tions. Since the total interest charges on these obligations were moderate. 

the return of the owners on their net worth waS larger than the operating 

profit on the operating assets. 



-13-

TABLE VI 

COMPARATIVE AVERAGE BALANCE SHEET 

(17 Wholesale Grocery Concerns--1927) 

Beginning of End ot 
Fiscal ~ Fiscal Year 

ASSETS 

Current 
Cash $ 4.719.99 • 3,971.42 
Customers' Aocounts Receivable 50,764.91 48,797.62 
Customers' Notes Receivable 4,266.31 3,328.14 
Merchandise Inventory 113.064.36 110,423.16 
Supplies and Prepayments 792.98 1.371.47 

Total Current Assets • 173,608.55 • 167,891.81 

Other Operating 
Equipment 6,'203.67 6,129.63 
Buildings and Land 11.581.80 12,922.28 
Other Assets 5,360.28 6.794.58 

Total Operating Assets i 196.754.30 i 193,738.30 

Non~perating 
Marketable Seourities 7,230.86 7.238.32 
Other Investments 4.682.51 4.760.61 

Total Non-Dperating Assets $ 11.913.37 • 11,998.93 

Total Assets • 208.667.67 • 205,737.23 

LIABILITIES AND NET WORTH --
Current 

Aooounts Payable • 20,640.82 t 18.644.80 
Notes Payable 31.906.73 28,612.77 
Aocrued Expenses 3,333.83 3.006.81 
Other Liabilities 5,481.94 8,391.79 

Total Liabilities $ 61,363.32 $ 58,656.17 

Investment of Owners 
Capital Stook. Surplus. Undivided Profits 

Eto. t 147,304.35 1 147,081.06 

Total Liablli ties and Net Worth t 208,667.67 • 205,737.23, 

Average Operating Assets, 1195.246.30 

Average Investment of Owners (Net Worth), 1147,192.70 



Table VII shows the differences between the average operating profit iU'ld 

the average net profit. Due to rather sizable non-operating inoomes on the . 
part of some of the wholesale grocers, the non_operating income more than 

covered the non-operating expense, leaving a SUbstantial credit. 

TABIE VII -
AVERAGE NET PROFIT 

(17 Wholesale Grocery Firms--Year 1927) 

Net Profit from Operations 

ADD: Non-Operating lhc one 

lhterest Received 

Other Items 2,179.16 

3,721.87 

Total • 6,617,.22 

DEDUCT: Non-Opero.ting EJePenses 

lhterest Paid $1,696,.28 

other Items 1,111.16 

2,706.44 

Surplus Net Prof'it (before Federal Taxes) • 2,910.78 

As indicated above the average figures for operations of the wholesale 

grocers as a group are quite low, the average operating profit being less t.~ 

twice as large as tho net non-operating profit. The average figures are low 

largely on aooount. of the poor showing of' a small group of fims, rather than 

the mediocre result.s for all firms. Table VIII shows the range of results for 

various items 01' income and expense for all reporting firms. 



TABIE VIII -
RANGE OF EXPERIENCES BY GROUPS 

GroBS Margin (Per ~ 2! Sales) 

lass 'than lWo 
lWo to ll% 
ll% t& 12% 
More than 12% 

Highest 

13.0<J!. 

Middle 

10.49% 

No. of' Firms --
9 
6 
4 
3 

Lowest 

Toto.! Operating Expenses (Per ~ 2! sales) ~. 2! Firms 

laBS than 7% 
7% to B% 
B% 'to 9% 
9% to l~ 
l~ to 11% 
ll% to 12% 
12% to 13% 
lS% to 14% 
OVer 14% 

Highest 

14.23% 

Middle 

9.49% 

2 
1 
4 
5 
4 
2 
2 
1 
1 

Lowest 
6.7fJ(. 

~ Prof'it !!:.2!!!. Operations (Per ~ 2! Sales )~. 2!. Firms 

None (operating loeses) 
.5% to 1% 
1% to 105% 
1.5% 'to 2% 
2% to 2.5% 
2 05% 'to S% 

Highest 

2.54% . 

Return on Owners I Dlvestment 

None' (losses) 

Middle 

1.55% 

lass than 2% and more than 1% 
n u 6% n U H 4% 
n a 7% nan 6% 
n •• 9% n n n B% 
n • lS%. n n 12% 
a n l~ a.. 1S% 
n a 15%" a a 14% 

Highest 

14.61% 

Jliddle 

6.58}C 

II 
1 
4 
4 
1 
1 

Lowes~ss 

2.68% 

!!.2. 2! Firms 

6 
2 
2 
2 
2 
1 
1 
1 

LoweS~ff 
i -

6.06% 



Of tho array ofaxporionoos shown in tho forogoing tables. perhaps none 

is of moro signifioanoo than the small gross margin. Almost half of the oon­

oems had a gross margin of leBEI than ten per oent. while over two-thirds of 

the oompanies had a gross margin of less than eleven per oent. While some 

firms have suooeeded in making an operating profit with a low gross margin, 

they have done so by keeping down their operating expenses. turning their 

stook rapidly and also turning their oapital frequently. One firm made an 

operating profit of $1.23 on eaoh $100 of Bales~ with a gross margin of less 

than eight per oent. stook turnover Of about six and a oapital turnover over 

four. However. the above firm had operating expenses of only $6.76 f~~~Oh 
'-

$100 of sales. Another firm with a gross margin of nine per oent made an 

operating loss of $1.20 per $100 of sales with operating expenses of $10.26 

per $100 of sales, a stook turnover of four and a capital turnover of less 
• 

than two. Evidently. the slow turnover was the one item whioh prevented a 

larger operating loss. A third firm with a gross margin of thirteen per 

oent made an operating profit of $2~54 per $100 of sales with an operating 

expense of $10.36 per $100 ot sales, and a stock turnover of better than 

seven and one half. 

Another of the outstanding features of the experienoes of the whole-

sale grooers has been the wide variation in gross margins among' firms doing 

approximately the same volume of business. For firms doing approximately 

the same volume of business, the gross margins varied from thirteen per cent 

of net sales to something under eight per oent. Although the reporting 

firms were ra.ther widely distributed geographioally, this factor alone doeS 

not expla.in the rather wide range of gross margins among firms of about the 

same sales volume. Table IX shows the range of the gross margins by groups. 



TABLE IX 

RANGE OF • GROSS MARGINS !!!. GROUPS 

$400,000 and less 

$400,000 to $500,000 

Range of Peroentages 
!!!. Gross Margins 

10.64% - 7.98% 

11.32% - 8.55% 

Over $500,000, less than $1,000,000 13.00% - 7.99% 

Over $1,000,000 
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Typioal Percenta@B 
!!!. Gross Margin 

9.79% 

10.47% 

10.95% 

10.75% 

Some firms maintained a very small gross margin, but suooeeded in earning 

an operating profit by virtue of a high stock turnover. Others maintained a 

gross margin whioh was too small to cover operating expenses and made ope rat-

ing losses. Table X shows the range of stook turnovers by groups. 

TABLE X 

RANGE OF STOCK TURNOVERS BY GROUPS 

(In Times Per Year) • 

Sales Volume High 

i.\400,OOO and less 7.01 

$400,000 to $500,000 6.31 

Over $500,000, less than $1,000,000 7.61 

Over $1,000.000 6.59 

All Firms 7.61 

Middle 

4.14 

5.13 

5.66 

5.71 

5.41 

Law 

3.08 

4.28 

4.08 

3.86 

3.08 

The average stook turnover for the entire group was 5.34 whioh was also 

about the figure for the middle firm. 

In general the firms having low gross margins had low operating expenses 

and those having high gross margins had high operating margins. While there 

appears nothing signifioant in the olose oorrelation in the fluotuations of 

the two items, it does explain why some firms with a good gross mergin and 

rapid stook turnover failed to make a satisfaotory profit. \'/here fims with 

a good gross margin and a good turnover failed to make an operating profit. it 
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was due usual~ to more than average salesforce expense or in some cases to' 

large delivery expense. Sane firms through large sales effort and through 

good delivery service wore able to move their stocks rapidly and at a bet.ter 

t.han average margin, but. t.he expense ent.ailed in t.his effort. was larger than 

the gross margin, resulting in a net operating loss. Table XI shovrs the range 

of operating expenses ~ groups. 

TABLE XI 

RAInE E! OPERATING EXPENSES ~ GROUPS 

(In Per Cent. of Net. Sales) 

sales Volume High 

$400,000 and less l2.4~ 

$400,000 t.o $500,000 

OVer $500,000, less than el,Ooo,ooo 

Over $1,000,000 

9.49% 

14.23% 

13.34% 

Middle Low 

9.68% 6.94% 

9.02% 8.79% 

11.08% 6.7~ 

10.05% 8.S<$ 

Total operating expenses ranged from $ 14.23 to $ 6.76 per $100 of sales, 

for firms doing approximately the same volume of bUsinsis, namely, over 

$500,000 and less t.han $1,000,000 per year. The net. profits from operations 

are shown in Table XII. 

TABIE XII -
RANGE !!. OPERAT INn PR OF IT S ~ .;;;GR",-O;.;U.;;.p;;.S 

(In Dollars per 1100 Net Sales) 
Sales Volume 

$400,000 and less 
$400,000 to $500,000 

Over e500,ooo, less than $1,000,000 
OVer $1,000,000 

High 

$ 1.15 

• 2.:39 

• 2.54 
• 1.81 

Kiddle Low 

• 1.03 (loss) $ 1.90(10s8) 
$ 1.34 • .24 (108S) 

• 1.09 • 2.68 (108S) 
• .09 (loss) $ 1.31 (loss) 



While some firms made operating losses, the,r had on the other hand suf­

fioient inoome from non-operating souroes to give them a net profit for the 

year. Table XIII shows the net profit of the oompanies by groups. 

TABLE XIII 

RANGE OF NET PROFITS BY GROUPS -- -
Sales Volume High 

UOO,OOO and less 8.78% 

Middle 

1.47%(10ss) 

Low 

6.11%(1088) 

2.57%(108s) 

9.47%(10ss) 

e400.000 to e500.000 12.29% 

Over e500.000. less than 81.000.000 14.70% 

Over e1.000.000 12.58% '1.31% ~.~~(10S8) 

Table XIV shows that both the operating pro£1 and net return on ~ • 

invesments tor the various groups inoreased as the stoOIt \mover inor " ea. 
. . I·· 

although aa previously indicated there were exceptions among individual f~'e of 

in ,each group. 

TABLE XIV -
TYPICAL PERCENTAGES OF OPERATING PROFITS AND RETURN TO OWNERS - --

(By Groups Acoording to Rate of Stock Turnover) 

Annual Turnovsr 

3-4 

4, - 6 

5 - 6 

6 .. 7 

7 .. 8 

No. of Firms --
3 

4 

4 

6 

1 

Typioal Operat­
ing ProUt 

1.07%(108s) 

1.03% 

1.39% 

1.15% 

2.54% 

Typioal Return on 
Owners' Investment 

6.031.(10ss) 

3.13% 

6.59% 

6.67% 

14.70% 

With a single exoeption. all firms who turned their oapital more'than 

four times during the year made net profits. while those who ~ed their 

oapital less than three times. with a Single exoeption. made net losses. 

Table :xv shows the oapital turnover at the reoortinl!: firms bv IM"OU""_ 



• 

TABlE XV 

RANGE OF CAPITAL mRNOVER BY GROUPS 
~..;;;..:;;;= ..;;."-=~;..-

(In Times Per Year) 

Sales Volume 

e400.ooo and less 

C4oo.ooo to $500.000 

Over $500.000. less than $1.000.000 

Over $1.000.000 

5.09 

4.13 

4.59 

-20-

Middle 

1.83 

2.25 

3.35 3.20 

2.97 2.87 

The wide range of capital turnovers indicates how some merchants were 

able to make a satiaf'actory net return on a low margin. and oonversely. why 

some wholesalers failed to make a satisfactory net return in spite of a mar-

gin which was above the average. 

CONCLUSIONS 

In concluding it may be pointed out that the most outstanding feature of 

th~s study has been the wide variation among practically all items of both thE 

income and balance sheet statements. not only for the group as a whole but 1'01 

those wi thin the same sales volume group. 

It is to be expected that some items of expense will vary with the sales 

volume and that one should f'ind a range of results from firms with a wide dif'· 

ferenoa in sales volumes. However. in this study the widest variations in ex' 

periences were found among firms of practically the same sales volume. 

While it is not the purpose to go into detail on the above differences 

in this study. since every reporting firm _s furnished a separate analysis 

of their report in light of the common experience ot the entire group~ the 

Bureau does wish to emphasize the advisability of having firms who had ex­

pense items that were out of line. make a oaret'ul study of their expenses 

wi th a view ot curtailing the wayward i tems~ In making this reoonmendation. 

the Bureau appreciates that the reporting blanks of the oo-orerating firms 



oan tell only the results 01' the operat:tohs, not the re4Sb}:t:~the various 

items 01' expanse, and that undoubtedly maqy 1'inns are aware 01' their position 

with respect to certain expenditures, but are not situated so as to be able 

to reduce such items. 

The wide variation among the results of the reporting 1'irms indicates 

the desirability of having a larger number 01' reports in order to make the 

study more oomprehensive and it is hoped that a still larger number 01' grocers 

will wish to send the Bureau their 1928 results. 


