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DIGEST

EXPENSES AND PROFITS OF LIMITED PRICE VARIETY
STORES IN 1943

CHAINS AND INDEPENDENTS

For the thirteenth consecutive year the Harvard Bureau
of Business Research has collected and analyzed sales, mar-
gin, expense, and earnings data for limited price variety
chains in North America. This year for the first time a study
of figures for independent variety stores has been added to
the survey. The research was sponsored by members of the
Limited Price Variety Stores Association, and the bulletin
was written by Edward C. Bursk, Assistant Professor of
Business Administration.

A digest of the findings follows:

In spite of the many and varied new situations presented to
store managements by war conditions, variety stores, both the
independents and those operated by chains, were able to show
satisfactory operating results in 1943. Salient characteristics of
the picture presented by these reports were as follows:

Chains

(1) Sales per store continued to advance in the face of
merchandise difficulties, at a typical rate of 14%, over 1942.

(2) The number of stores operated remained practically
unchanged.

(3) Consequently, total sales volume per chain typically .
increased at the same rate as sales per store (14%). Aggregate
sales showed an increase of 6% over 1942 for all comparable re-

. porting firms. ‘ :

(4) Earnings before income taxes remained on the average
at the same high level as in 1942 — 109, of sales.

(5) Gross margin and total expenses, at 36% and 29% of
net sales respectively (based on the combined results for all re-
porting firms), exhibited fractional decreases over the results for
1942.

(6) The decline in the expense rate, less marked than for
the previous two years, was the net result of fractional decreases



in tenancy costs and the lesser items of expense, partially offset
by a rise in salaries and wages of 14 of 1%, of the sales dollar.

(7) The rate of stock-turn exceeded that for 1942, because
of the lower average value of dollar inventories carned and the
increase in sales.

Independents

(1) Sales per‘ store averaged $51,000 based on the com-
bined results for all reporting stores. The median figure based
on the results of all firms taken individually was $43,000

(2) The rate of sales increase over 1942 was typically
18%, which was higher than that experienced by the chains as
a whole but remarkably suggestive of the smaller chains. This
was the only comparison-with 1942 results that was possible.

(3) Earnings before income taxes amounted to slightly less
than 9149, of sales, a record which compares favorably with that
of the chains as a whole.

{4) Both the typical gross margin of 33% and the typical
expense rate of 269, were lower than thc comparable figures for
chains as a whole.

(5) The net comparative result for the independent variety
stores was h:gher earnings on the whole than for the small vanety
chain organizations.

(6) The rate of stock-turn tended to be higher for the in-
dependents than for the small chains.

The decline in gross margin of the variety. chains in 1943,
although small, marked at least a temporary reversal in the up-
ward trend which began in 1939. Sales and expense rates, for
their part, did not show a reversal in direction, but the degree of
change slackened off; sales did not increase so rapidly in 1943 as
they had in 1942, and the expense rate was not reduced so much.

The significance of the tightening up in the operating picture
of the variety chains, as reflected in the decline in rate of sales
increase and rate of expense reduction, with gross margin remain-
ing virtually unchanged, cannot be appraised with assurance as
yet. It is interesting to observe, however, that in 1943 department
stores showed an acceleration in rate of sales advance and also
were able to make a substantial reduction in the expense rate.



This contrasting experience is particularly suggestive because of
the fact that in earlier years results of variety chains have tended
to anticipate those of department stores.

That rate of sales increase in itself, and entirely apart from
the volume reached, has a definite and discernible influence on
operating results has been demonstrated repeatedly in Bureau
studies. A firm relation appears to prevail between rapid increases
in sales and decreases in expense rates. Department store results
in 1943 empha51zed this situation, and the experience of the va-
riety chains again reflects the relatlonshlp As store managements
approach a period in which rate of sales increase may be expected
to change, particularly if the change is to be a downward one,
it becomes important to anticipate, so as to allow for, the probable
effects upon operating' factors. Already in 1943 the larger variety
chains appear to have entered a period, not of decline in volume,
but of decline in rate of increases.

One of the noteworthy showings of the 1943 figures is the
difference in rate of ‘sales advance for the large and the small
“chains. In 1942 the rate of sales growth was fairly uniform for
both groups, but in 1943, while the smaller chains were able to
maintain the rate of advance, the larger chains were not.

The expense rate in 1943 was generally higher for the
. larger chains than for the smaller chains, although expense per-'
centages for salaries and wages in the former group were lower.
Nevertheless, it was the smaller chains which were able to make
a reduction in this item as compared with the previous year; this
reduction thus appears to be definitely related to the relatively
rapid rate of sales increase of the smaller chains. Higher tenancy
expense for the larger chains more than offset their advantage
in expense for salaries and wages.

In general, the net profit figure was similar for all size
categories, The only significant exception was the definitely lower
profit of the smallest chains, which had a dlsproportxonately
narrow gross margin.

A separate analysis of long-term trends revealed the follow-
ing significant facts:

(1) Gross margin showed a rising trend until 1943.



(2) Total expense rate has declined since 1938 to
slightly below the 1931 level. '

(3) Net profit has fluctuated widely, but has in-
creased steadily since 1938. Increasing income and excess
profits taxes, however, have more than offset this increase,
and net gain after taxes has declined.

(4) Average sales per store have been nearly doubled
since 1932.

These long-term trends in the operations of variety chains
accord in general with those for department stores, with the
variety chains showing the greater stability. There is a suggestion,
from both expense and gross margin figures, that variety chains
have become in many respects low-price department stores.

Changes shown in the importance of the various merchandise
lines carried by variety chains are considered in detail in the
Bulletin. These changes are particularly interestingin that they
"appear to reflect not only wartime shortages but also definite
trends in the character of the chains themselves,

Operating results for the 33 independent stores which. re-
ported to the Bureau in 1943 compared favorably with those
for the chains. There was a decided similarity between the figures
for small department stores and the independent variety stores.
Independent variety stores apparently experienced no competi-
tive disadvantage in comparison with either’ small department
stores or small chain organizations. Advantage in gross margin,
expense, and earnings, as a matter of fact, was with the inde-
pendents in 1943 rather than with the small chains. The favorable
gross margin of the independent stores suggests a tribute to the
services of the buying groups with which most of the stores
reporting were voluntarily associated.

Soldiers Field
Boston 63, Massachusetts

August, 1944

(Bureau of Business Research, ﬁulletin No. 120. 44 pages. $I.l00)
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FOREWORD

For the thirteenth consecutive year ‘the Harvard Bureau of Business
Research has collected and analyzed sales, margin, expense, and earnings data
for limited price variety chains in North America. This year for the first time
a study of figures for independent variety stores-has been added to the survey.

The research has been made possible by the members of the Limited Price
Variety Stores Association who for many years have given the program financial
support. The Bureau is grateful for the continued interest of the association
and for the efforts of the chain controllers and their staffs and the proprietors of
individual stores who prepared the essential basic reports. It is gratifying to
~ know that the executives of 45 chains and 31 independent stores were willing,

in a period of acute personnel shortages, to allocate time to the project.

The accounting and statistical work was supervised by Miss Esther M. Love
under the direction of Professor Elizabeth A. Burnham. The program benefited
greatly from the practical advice of Professor Malcolm P. McNair who has long
taken an active part in the retail cost research. The bulletm was written by '
Professor Edward C. Bursk.

Merviny T. COPELAND .
Director of Research

BosToN, MASSACHUSETTS
August, 1944
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‘Li;nited Price Variety. Chain Expenses and Profits:

Chart 1.
- (with 1542 percentages for comparison}

1943

1043

10421

Aggregate Dollar
Figures (in thousands)
for 43 Chains Operat-

ing 5,291 Storea

Items

1943
Net Salea
=100%

042
Net Sales
=100%

The chief source of réuenue Jor these chains, of course, was
Net Sales............. . Cieresiarearnsiaanns ..

A primary charge again.sf this revenue, and the largest single expendilure,
" was represented by, . -
Net Cost of Merchandise Sold........................

Which included the cost of merchandise purchased for resale de-
livered at the stores, less trade and cash discounts, plus or minus the
amounts taken from, or added to, inventories during the year.

Other costs which had to be met were those for operating the chains, as follows:
Salaries and Wages...........coiiiirrrirrinnrinnnenn
- Comprising salaries, wages, and bonuses of all employees including|

. cxecutives, but excluding pensions and payroll taxes;
Tenancy Costs. . ... ....ciiiviierivninnnarnneannns

Including rentals, taxes, and insurance paid on leased real estate;
. taxes, insurance, depreciation, repairs, and interest on owned real
. estate; and heat; -

Light, Water, and Power....... Ceeeieaas S e
Depreciation on Fixtures and Equipment.....
~ Supplies........ ,
Taxes.......... Ceereeenas

Not including taxes on real estate, or on income, but comprising|
other taxes imposed by national, state, and local governments;

. All Other Expense (including interest).....

$1,284,636

’

$818,061

$192,629

$91,067

$9,791
$8,129
£9,902
$13,335

$42,528

----- LR

The charge for interest included interest paid on borrowed capital
and, in addition, an imputed charge for interest at the rate ofp 6%
on net worth except real estate, leaseholds, and goodwill. Interest
-~ at 6% on the real estate equity and mortgage interest were included
. in Tenancy Costs. Interest received was credited to the Interest
account.

Thus, for merchandise and chain operation combined, these firms experienced a
Total Costof............

-------- L

After meeting these cosls, there remained a
NetProfit of................................ ceenens
Which constituted the net profit from merchandising operations.

The chains, however, received
Sundry or Other Revenue, Net.......................

Including any profit-or loss on real estate operations; the amount
. charged in expense for interest on net worth; dividends from manuy-
’ facturing or foreign subsidiaries; and other miscellaneous revenue,

And, therefore,

$1,185,442

$99,194

$31,217

$130,411
Taxes on tncome and exce:r.r Drofits, after credits for debt rets;

postwar refunds, amounted 2. . . f vesenas f cees rezremmt ana'
Thus leaving available for dividends, withdrawals, and surplus.

«r

100.00%

63.68%

15.00%

7.09%

0.76%
0.63%
0.717%
1.04%

3.31%

92.28%

7.72%

2.83%

10.15%,

6.20%
3.929,

iData for 1942 are based on aggregate dollar fi fi
*For each year a total of 30 firms, reprmnﬂuz‘ggl; 1;3 oc l;?l;}z:!ewlth et enf $rato,
taxes and net gain after taxes are therefore based on a emaller number

ore gregate sales volume, re
' net gain before Lazes. :

reports than the other

485 and operating 5,285 stores.
rted information on income taxes. The averages for these
ta in the chart and will not necessarily add exactly to the

100.00%,

63.349%

14.549%,

7.49%,

0.85%
0.67%
0.85%
1.079%

3.35%,.

92.16%

7.84%

2.39%

10.23%,

6.20%
4.03%




EXPENSES AND PROFITS OF LIMITED PRICE
VARIETY STORES IN 1943

CHAINS AND INDEPENDENTS

Over-all Picture

‘More than 4o limited price variety chains re-
ported their operating figures for 1943 to the Har-
vard Bureau of Business Research. Salient char-
acteristics of the picture presented by those reports
(see Chart I and Table 1, pages vi and 2) are as -
follows:

(1} Sales per store continued to advance in the
face of merchandise difficulties. The number of
. stores operated did not decrease. Consequently,
total sales volume rose.

(2) Earnings before taxes remained at a high
level, amounting to 10.15%, of sales. Although
this figure is fractionally less than the correspond-
ing figure for gg chains in 1942, most of the differ-
ence is accounted for by the record of one large
-chain and the records of several small firms re-
porting for the first time. As a practical matter,
therefore, earnings as a percentage of sales were
unchangcd from the previous year. Dollar earn-
ings were higher.

(3) Federal taxes on income and excess profits,
net of postwar rebates, amounted to 6.209, of
sales. This figure agrees exactly with the figure
for 1942, recomputed to allow for postwar rebates
or credits currently taken bccause of debt cancel-
lation.

" New Trends

(1) The earnings figure, although it remained
virtually the same as in 1942, was made up of
factors which differed from 1942. Gross margin
for all reporting chains declined from 36.669,
to 36.329, of sales, and total expenses declined
from 28.829%, to 28.60%

(2) The drop in gross margin, although not

large, was significant because it marked a halt in
the rising trend which began in 1939. Price ceil-
ings no doubt contributed to this change.
» (3) The decline in the expense rate for all re-
porting chains was not so marked as in the previ-
ous two years: Salaries and wages took 0.45%,
more of the sales dollar than in 1942; tenancy
costs took 0.36%, less. Fractional declines in the
other less important items of expense were enough
to bring the total expense percentage a shade
under 1942.

(4) Explaining the failure of the expense rate
to drop as fast as it did in 1942 is the fact that the
rapidity of the sales advance tapered off in 1943.

SUMMARY FOR CHAINS
'This tapering off is in direct contrast to the

accelerated rate of advance experienced by de-
partment stores in 1943 and, indeed, by several
other types of retail business.

(5) The rate of stock-turn increased over that
typical for 1942. To put it another way, stocks in
relation to sales were lower. This suggests that a
deficiency of merchandise (actual shortages
quality deterioration, and perhaps fewer lines
than consumers wanted of merchandise of higher
unit value) may have contributed to a transfer of
sales from variety chains to other types of retail
stores and thus slowed down the vancty chains’
rate of sales advance.

Forecast -

In view of the slackening trend in sales, it is
highly possible that 1944 may witness a less com-
fortable sales record.  If this is carried to the

‘point where the sales gain not only loses momen-

tum but actually turns into 3 loss, the inability to
cut expenses proportionately may undermine the
level of earnings.

Adequacy of the Bureau Sample 7
Forty-five chains submitted operating data for
1943. Thereports of 43 of the 45 werein sufficient
detail to assure comparability of the data to be

- averaged. Hence, the figures in this bulletin are
- based on statements of 43 chains, operating a

total of 5,261 stores. Aggregate sales for these
chains amounted to $1,284,636,000, probably
more than 859, of the total sales of all limited

. price variety chains in the country, The sample-

of firms in the low volume range has been strength-
ened by the net addition of four more firms.
Tables 2 and '3, pages 3 and 4, reveal the

' distribution of stores by sales per store for chains

accounting for about two-thirds of the total sales
volume covered by the 43 reports. It will be noted
from Table 3 that there have been changes in the
make-up of the various volume groups since 1g42.

‘These changes, and also other similar changes

which can be noticed in subsequent exhibits, do
not mean that the identity of the stores reported
in 1943 is to any substantial degree different from
that of 1g42. Most of the changes are accounted
for by the fact that many stores have, with in-
creasing sales volume, moved up from one size
category to another.



Table 1. Operatmg Results for 43 Vanety Chains: 1943
(Net Sala: 100%, except where noted)

| Aggregate Figures | Agg:tgt\tel?igums Median’l and RB“EB Fi!lﬂeﬂ -
i Percenitages Percentages Computed from the Figuresin
ftems . (Doﬁom&u tchoempgwd __frron; Each Chain Taken Individually
venin = [Dollar  Figures . * | One-half the Reported Fi
, thousands) of the Medlant | (e tered on the Median. Lav.
. ’, 43 Chaine between the Limits Listed Below
Aggregate Number of Stores.......:-..-. aeraeanas cears 5,201 s 5,291 P
Aggregate Net Sales.o.ovivniivnans.. i aseaeserernnrens $1,284,636 160.00%, . 81,284,636 fees eene
AverageNetSalesper Chain................00 Ceesrerneeaas $29,875
Average Sales per Store............ ereesan erenaereas . $243 "
Index of Change (1943]1942) .
Number ofStorcspu'Ci{aln ........... S T 160.00 100,00 100.00
Net Sales periChain. .o, ovesvinsieiinirseatasnenaus, 114.29 106.34 127.93
-Average SalaE Store.. ... ... M eetrreiasanaaaear 114.03 106.61 125.83
Net Sales in I twaIStora- ......................... 114.23 106.48 124.82
Net Cost of Merchandise Sold (mcludmg freight, cxprms, :
postagc and n-uckagc) teesrarravrareassarsieaianaas $818,061 63.68% 63.63% 62.20% 66.20%,
GROSS MARGIN. .. teenserssoscaserinenesstssssnsessnnnn 466,575 36.32 36.37 33.80 37.80
Salaries and Wages....lvvvurunnn emaesatsaresrsassesaan $192,629 14.99% 16.269%; 14. 8.
Tenancy Costs. . ..vvveannnn. resnnan R ) 91:067 7.09 ? 3.92 ° g.ﬁﬁ% '5,33%
Light, Water, and Power ......cciviiiierninricninnnenes 9,791 0.76 0.73 0.59 0.85
Depreciation of Fixtures and Equxpmcnt .................. 8,129 0.63 " 0.6o 0.51 - ' 0.71
Supplies.....vovveniainnienn itisasessesantencaassanne 9,902 0.77 0.83 o. 1.09
B e . 2,390 0.1 0.12 0.06 - 0.29
Insurance {except on real dtalc) .................... aaen 4,460 0.35 0.40 0.28 ' 0.52
“Taxes (except on real estate or income): .
%a!}t:s ................................. rresrreeninns 830 0.07 o.00 0.00 . 0.05
Other............. Beseaas N aresssusarsrasteinsasnnas , 12,505 0.97 0.99 ‘ 0.77 1.1
Miscellaneous EXpense. ... ..vveurrenmriseiiniensnenes .. 17,630 1.37 - 1.59 1.04 g_oz
Total Expense ‘before Intcrat ...... Ceeiveacaane eerrreeen $349,33 27.19% 27.20%, ’ 24.01% 28.96%,
Total Interest....... e vt et err e nraa 18,043 1.41 1.29 1.15 ° x.gz%
ToraL Exrense including 'Int'm-est ................... eeee| $367,381 28.60% 28.48%, 25.30% 30.72%
NET Pnpn: ..... eal ceve 0 .......................... $99,104 7.92% 7.91% 5-25% 9-79%
Net Profit from R Estate PETAIONS. v v v ianearnsras $12,04 1.01 0.11 ) .
Inter?;d 0311 %et Worth (except on real estate, leaseholds, a.nd 943 % % 0.00% ©-33% .
B - rededssamananaae heseresaronsanannarevane 17,627 .37 1.24 1.07 I.
Other Rcvenuc, th .......... Carrseaeriaerstranaees aee 645 0.05 0.03 0.00 o.?g
Total Net Other Inoomc‘ ....... e dreeae i i 831,217 2.43% 1.55% 1.20% 2.11%
NeT Gan before Income Taxes. .o ennnnnncnnns 1 $r130,411 vae veae
Percentage of Net Sales.....oovvvuniiiraennnnins.. cen vane 10,1 . 6 ar I
Percentage of Net Worth?, ....... revrerir—r—— s is% e - g% il
Provision for Taxes on Income and Excess Profitst. . .. ....... * 6.66 .
Total Exces Brofis Tax Credits (PostwarfRefond and Debi| . % 1o4% 4-5% 7.91%
* Retirement Credit)4... Ceedeieeterrenraaanraae : . 0.46 0.53 0.28 0.65
Ng.: Taxes on Income a_nd Excess Profits. .............. . . 6.20%, " 6.61% 4.01% 7.21%
. Ner Gmaﬁai.ln;orsxﬁ'raxq ........................... . .
Percentage of Net Sales*................. frsreeaaaes ves anse . " G P
Percentage of Net Worthtiooovvivieicnsnnnnarinnn.. aes aers g,%% ,2:‘%% lz’g:% Ig’;g%
Rat:s::'l Stock-turn (ﬁm a Eﬁ:‘r): . ’
B on Beginning ing Inventories.......... . .
-Based on Monthly Inventories®.....c.ovivvuiiinn.nn, e eun 1:2 . g’é; ggg 4-83
Total Markdowns and ShOrtages.........o..vuuen.. .., . . . 2.47% | 1.m9 32
Freight, Express, Postage, and Truckage............... . . * 1:48'3‘72 :;;7" g°° ?75
Distribution of Stores among Cities with Populauom of :¢ M L
].mt.hanm,ooo veesvsruevrrenrianes TSI EITIT 1,492 29.05% .
10,000-25,000. . B I I I, 1,186 23.12 o ' e soue
25,ooo-:oo,ooo...—. .............. preseeeneenan eseee ‘e 1,027 20.02 vees e vene
100,000—500,000. ... . R L 583 11.37 o reea TEL]
500,000~1,000,001 310 6.05
1,000,000 or More 531 10,35 e
*Data not avallable. Sec the paragraph on methods, Appendix, e

AN the medians were set independently; therefore the sum of tggm'vidunl ftema

*Data on stores operated continuously of 24 consecutive months were provided by %ﬁfﬂ?ﬁemﬂly equal the total,

*The figures for this item w the reports of the 41 chaing giving balance sheet dats,

#The figures for thls ltﬁ wcre buelg on the reports of 30 chains representing 98.8% of the sales volume, Since the dnu for | -
‘after taxes arve based on a reduced la.rnp » exact aritimetical relationships cannot be expected between | or income taxes and earnings
based cn information from 43 re hese percentages and those for net gain beiore taxes

¥The figures for thisitem were baned on the reports of the 23 chaina giving monthly dats,

‘In{onnaﬂon concerning the location of some of the stores was not available,



1943 RESULTS IN DETAIL

In Table 1, page 2, there are given for the 43
chains aggregate figures in both dollars and per-
centages, median figures in percentages, and

interquartile range figures in percentages. - Since

the aggregate figures are heavily influenced by the
records of the large chains, the median and the
range figures are more likely to 1nd1cate the
typical performance. '

Slackening in Sales per Store

Year-to-year changes in the average sales per
store are important because they have a direct
influence on operating results. The median index
figure denoting 1943 sales per store in relation to
"1942 sales per store was 114.03. The soundness of
this figure for comparative purposes is indicated
by the experience of 32 chains reportmg data for
identical stores in both 1942 and 1943; in this case
the median index was 114.23.

It must be remembered, however, that these
figures, being medians, do not represent the
average for all stores considered as a group.
Indeed, classifications by sales ' volume and
number of stores (Tables 5 and 6, pages 8 and g)
show that the larger chains, accounting for a
major portion of the total sales volume, had a
demdcdly less rapid rate of increase in 1943

- The Bureau’s median figure for change in sales

per store in 1942 as compared with 1g4r was
117.37, only about 3 points higher than the median-

of 114.03.for 1943 as compared with 1942. But
in 1942 the advance in sales was fairly uniform for

large and small chains, instead of being heavier in.

the small chains as in 1943. In other words, the
advance in sales slackened much more drastically
than is indicated by the 3 point drop in the median
percentages.

Moreover, a glance at the interquartile range

“figurés shows that the sales gain, which had been.

fa.lrly consistent in 1942, became markedly erratic

in 1943. The range of the middle half of the

increase from 1942 to 1943 la_y between 106.61
and 125.83, whereas the previous year the cor-

- responding range had been from 113.49 to 122. 59,

a much narrower spread. .
In view of the differences in sales’ tendencnes
among large and small chains, it is desirable to

. examine what the over-all aggregate sales increase

was for all chains reporting to the Bureau for both.
1942 and 1943. For the 37 chains providing data
the index of change shows that the volume level
in 1943 was 6.05%, above that in 1942. Since
the number of stores was substantially the same
in both years the figure is essentially comparable-
with the medians noted above. Confirmation for
this result is available from outside sources: com-
putation on the basis of figures reported by the
Chain Store Age (with three department store chains
ehmmated) shows 1943 total sales volume at

6.26%, above that of rg42; and the Survey of Cur-

_ 7ent Business gives an index figure of 106.3 (monthly-

average for 1943 divided by monthly average for
1942).
4 Price Level

There is some doubt about.how much of the
1943 sales advance was directly due to a higher
pricelevel. The Fairchild Combined Price Index
for department stores, which has hitherto been’
considered as fair an indicator of price trends in
the general merchandise field as could be ob-
tained, shows virtually no gain for 1943 over 1942.
An index of changes in department store prices
constructed by the National Industrial Conference
Board? shows a rise of 4.7% from January 31, 1943,

¥The Conference Beard Businsss Record, April, 1944,

- Table 2. Distribution of Stores Operated by 31 Variety Chains
\ Classified According to Sales per Store: 1943
‘ ' (Aggregate Figures)
Number of Stores Operated for the Entire | Net Salesin Stores Operated for |-
oCh;ig; Fiscal Year ,  the Entire Fiscal Year Average
Annual Net Salea per Store sf:n, o}‘ Percentage of " tage w&éte:n .
the Slze Number | Total Number Dollars of Total
Indicated of Stores . Net Sales
Less than $30,000.c.ccvenansanicsnssssss 10 47 1.52% $1,205,042 0.15%- $25,639
 830,000—75,0000 cessacrsrectiorsanrannns a7 . 495 ) 12.95 26,600,835 3.20 , 53739
$75,000-150,000. 44 csnnecrrisstinansnans 24 8g2 2 93,232,843 11.23 112,059
$150,000—250,000. 4 covsvnnsssssonnaennnn 19 06 22.77 137,002,901 16.50 194,055
$250,004-500,000. . coasratunssocanransss ‘ 13 43 20.73 - 226,113,731 | - 27.;§ 851,654 -
$500,000~1,000,000: cavavsvarscas PP 9 C 272 8.77 182,332,050 2I. 670,338
$1,000,000—2,000,000. s v c0cssrnccrssansne 8 92 2.97 124,319,202 14.98 1,351,296
$2,000,000 OF MOY&, vssaveaisecsrnas heee 4 14 0.45 99,342,807 4.74 z, 810,201, .
Totalissneerseorensnrsncasrntiasnasnss 31 §,101 100.00%, $830,149,411 | 100.00%, $267,704




to January 31, 1944. And no price indexes, of
course, can adequately measure the deterioration
in quality which has taken place. Any attempt to
gauge changes in the physical volume of mer-
chandise handled by the chains is further com-
plicated by the fact that some of the dollar in-
creases may be due simply to the carrying of
higher price lines. ' '
- It seems safe to assume, however, that the chains
as a whole did experience some increase in physi-
cal volume; the fact that the median gain in
sales was. 14.03%, indicates that this was true for
the majority of the firms reporting. Gains in
-physical volume, no doubt, were greatest in re-
gions where there were substantial increases in
purchasing power. The data suggest that the large
chains with units widely scattered had relatively
smaller increases in total transactions than some
of the chains with stores more concentrated in
districts where demand, for merchandise was brisk.

Gross Margin Lower

The average gross margin figure, based on
aggregates, was 36.32%, of sales for 1943 compared
‘'with. 36.669, in 1942. As indicated earlier, the
significant thing is that there was any drop at all.
The effect of price ceilings, which was anticipated
but scarcely realized in 1942, has apparently, at
last, dented the gross margin. The lowering of
the gross, margin may have also been in part the
result .of difficulties in obtaining merchandise to
sell at such established price lines as 5¢, 10¢, and
25¢ (which are still likely to account for a large
share of the merchandise items in variety stores),
the determination_to maintain those price lines
as far as possible, and the necessity to use substi-
tutes which did not allow the customary markup.

" Rather meager data for markdowns and shortages! -

show an increase in the percentage of such reduc-

1Seven of ﬁght chains reporting markdowns and shortages
"for both 1942 and 1943 recorded inercases in the percentage of
such markdowns and shortages to net-sales,

tions to sales from ‘1942 to 1943. The higher
figure for 1943, arising perhaps from increased
pilferage, indicates other forces which may have
had a depressing effect on gross margin. ,

As was the case in 1942, the median and the
aggregate figure for gross margin were almost the
same. To correct the possible impression that
the operating results of variety chains show any
decided uniformity from firm to firm, the per-
centage figures for gross margin, total expense,
net ‘profit, net gain, and salaries and wages for
all 43 chains are presented in Table 4. It is
obvious, if only from the fact that the range in net
profit is greater than the range in either gross
margin or total expense, that the figures in each
horizontal row are not figures for the same firm.
But despite the differences from chain to chain,
definite patterns of relationship emerge, particu-
larly in classifications made according to volume
of sales, and these patterns persist from year to year.

In general, of course, gross margin is likely to
depend more on over-all merchandise policies and
the buying position of chains in relation to com-
petitors than on rises and falls in sales volume.
Consequently, gross margin taken as a whole does
not fluctuate so widely as do expenses. The
rather minor drop in gross margin in 1943 is not
likely to cause much alarm.

Expenses Lower

The question of expenses is much more im-
mediate. Because total expense is made up of
many factors which respond differently to
changes in the volume of sales, it is necessary to
look at its constituents separately.

Salaries and Wages

The largest item in total expense is, of course,
salaries and wages. The fact that in 1943 salaries
and wages took approximately 14 of 197, more of
the sales dollar than in 1942 is not surprising. It
13 probable that sales personnel had been used to

Table 3." Distribution of Stores Operated by 27 Varit;ty Chains

According to Sales per Store: 1942-1943
Annual Net Sales per Store Number of Chaing Number °{|?:°Frf.'cgp§?n?d for En- Pe:r;:;at&ge
. 1942 1943 1042 1943 1942
Less than $30,000.ccc.veeicrneennns 14 7
830,000-75,000.ccc0iunviiniiiiee 24 PYR g? gg gg.m%
$75,000~150,000. . ..000 s abeeserresean 23 23 38 : . 5%
$150,000~250,000. 000000 0cecesrrecass 17 19 692 736 lgg . (l, >
Ly btbsesootntl I 13 58 ks toa.02
3 or More g 242 272 112.40
1,000,000 0F MOTCiveeraeecenasaass, 7 o 272 L1240
tal- avsdensari i Ariasasnsnsanttinis — —— .
Total 27 27 3,074 3,081 100.23%

- e——— =



Table 4, Operating Percentages for
43 Variety Chains: 1943 .
* 7 (Net Sales=100%; medians in bold type)
Nore: The percentages in eachreolumn are arranged in order'of

size and hence the percentages‘in-each horizontal row
« - are not figures for the same firm. . :

Total |

s | B | Nerross | NerGaim | S%eS,
Interest! .

26.73% 20.32% 1.73% 3.62%, 10.91%
28.19 21.0 1.81 3.78 12.56
28.87 21.84 2.43 5.99 12.67
29.97 22.01I 2.54 4.33 13.12
30.56 22.04 2.89 4.34 13.38
30.6. 23.%79 3.06 4.73 13.81
31.5 24..38 4.39 5.40 13.96
32.53 24.63 4.58 6.13 14.05
52.54 24.66 4.82 6.50 14.23

- 33-73 24.79 4-97 6.52 14.2
33.&8 25.12 4.97 6.56 14.2
33.8¢ 25.30 5.25 6.91 14.44

© 34.12 25.57 5.73 - 6.93 14.60
34.26 26.12 5.78 7-19 14.69
34.67 26.17 3.95 7-40 15.23 ,
34.92 26.33 .22 7-56 15.26
34.77 27.31 6.38 7-60 15.33
35.23 27.56 6.51 g.I0 15.44
35-24 27-79 7-30 9-29 15.82
35.91 28.01 7.52 9.41 15.93
36.17 28.36. 7-94 9.54 16.05
36.37 28.48 g.g'] g.bz - 16.26
36.38 28.65 13 9.71 16.75
36.41 28.72 8.26 9.77 16.79
36.64 28.72 8.37 9.93 17.55
37.05 28.98 8.63 10.05 | 17.60
87-14 29.11 8.6% 10.08 17.74
57.36 2g9.21 8.6 10.31 17.75

© 87-55 29.73 \ 8.67 10.57 15-35
37.63 30.25 9.50 10.58 18.11
37.67 30.45 9.52 10.84 18.13
3%7.80 g0.72 9.70 10.94 18.23
47.88 30.73 9.82 10.99 18.39
37.88 30.91 9.84 11,47 18.83 -

. 48.02 31.06 9.93 12.01 18.85
38.18 g1.89 10.24 12.18 18.91
58.22 32.53 - 10.24 12.42 19.10
38.y1 32.70 10.80 12.49 19.36
40.15 32.%8 11,28 13.52 19.69
40.16 33.41 | 1I.45 13.87 19.98
40.96 353.74 12.02 14.29 20,08
41.% 33.64 13.22 14.66 21.08
42.7 24.71 18.30 20.65 25.25
36.37% | 28.48% 7.9% 9.62% 16.26%
- Median| Median | Median Median Median

'Two figures includéd in the arrayn for Total Expense including Interest
and for Net Profit bave been adjusted so as to be more nearly com-
Pamble with the data reported by the other firms. Similarly, one figure
ncluded in the array for Net Gain and one in the array for Salaries and
‘Wages have been adjusied.

full advantage even before this year’s rise in sales.
Consequently, increased sales brought a direct
need for increased personnel. This fact, plus a
tighter labor market and plus the need to break in
new and unqualified personnel, is enough to
account for the change in salaries and wages.!

1The tendency toward increased salary expense in refation to
sales is substantiated by reports to the Burcau of Labor Statistics
which indicate that by January, 1944, cmployment in variety
stores generally had increased by about a third over the January,
1939 level, an increase which apparently was not accompanied
by a corresponding rise in number of stores operated. U.S.
Burcau of Labor Statistics, Monthly Labor Review, ‘“Wage Rates
in Limited-Price Varicty Stores, Spring and Summer of 1943,"
_P. 1265, June 1944,

It will be noted that the median figure for
salaries and wages, 16.269%,, is.considerably higher
than the average figure based on aggregate
amounts, 14.99%. In other words, the larger
chains were making better use of their personnel.
‘The ability of the larger chains to hold their\

. salaries and wages at a lower percentage of sales

will be discussed later in the study. For the present,
it need be mentioned only that this ability mani-
fested itself also in the figures for previous years
and cannot therefore be ascribed to differences in
the rate of sales advance which were characteristic
specifically of 1g43. © ' _ :

Tenancy Costs

Expenses incurred in connection with tenancy
were down a little bit less than 14 of 19, in relation
to sales. -Apparently, the chains were able to
handle their sales volume without any appreciable -
expense of physical capacities. ~ For this item, too,
there was an appreciable difference between the
median and aggregate figures. In this case, how-
ever, it was the median, discounting the weight of -
the larger chains, that was the lower of the two.
Moreover, the drop in the median from 1g42 to -
1943 was greater than the drop in the aggregate
figure. These results are to be expected. The.
median percentage was lower because the smaller
chains have plainer, simpler stores, located in
towns and cities where rents and real estate prices
are lower; and the percentage dropped farther
because, with tenancy costs more or less fixed in
dollar amounts, the smaller chains realized on the .
average more sales increase than the larger chains. .

Other Expenses ' Co
All other minor items showed lower percentage
figures for 1943. ‘ '

Total Expense

The net result of all these changes was a drop in
total expense before interest” from 27.44%, to
27.19%, of sales. Adding charges for interest,
which for 1943 were 1.419, compared with 1.38%,
for 1942, did not appreciably alter the relative
position of the 1943 and 1942 figures. '

Profit Down Slightly” ‘

Net operating profit for 1943 was 7.72%,, com-
pared to 7.849, for 1942. Net other income was
slightly higher than in 1942, thus narrowing the
difference between the earnings figures for the two
years. As remarked earlier, for all practical pur-
poses the 1943 earnings figure (net gain before
taxes), 10.15%, is no different from the 1942
figure, 10.23%. . The figures just cited are based
on aggregates; the above-mentioned factors, con-



nected with size of firms, of course affected the
median figures. The median for 1943 was 9.62%
compared with 8.72%, for 1942. The moderate-
size chains, with earnings lower than the larger
chains, nevertheless, did better relative to their
own performance of the previous year.

Rate of Stock-turn Higher

The chains carried out these operations with a
smaller average stock of merchandise than in 1942.
As a consequence of this smaller average dollar
investment in merchandise and an increase in the
dollar value of merchandise sold, the rate of stock-
turn based on beginning and ending inventories
was 4.49, compared with 4.16 for the previous
year. The rate of stock-turn based on monthly
inventories was 4.42, compared with 3.50 in
1942; there is an indication here, although the
data are not identical, that the relative decline in
stocks carried throughout the year was even more
marked than in the stocks on hand at the begin-
ning and end of the year. This tendency is borne
out by analysis both of monthly inventory data
submitted to the Bureau and of data recently
published in the Survey of Current Business.
~ Unless other factors enter the picture, stocks
will tend to decline relative to sales, and stock-turn
will increase, as sales volume rises. In the four

" years previous to 1943, however, sales had in-

1U.S, Bureau of Foreign and Domestic Commerce, Swrey o

Current Business, *‘Retail Inventories in The War Period,’ b{ :

Louis J, Paradiso; March 1944.

creased, but the stock-to-sales ratio failed to de-
cline. The chains were accumulating merchan-
dise faster than sales were increasing, perhaps
partly in expectation of shortages which were
threatening in many regular types of merchandise,
particularly toward the end of the.-period. In
1943, however, sales began to rise faster than re-
plenishment of inventories. The chains were able
to purchase substitutes for many of the items
which they could no longer obtain, but apparently
were not anxious to carry heavy supplies of mer-
chandise which would be of doubtful sales value if
and when regular, supplies again became avail-
able. Furthermore, W.P.B.’s Inventory Limita-
tion Order L-219, which went into effect at the
beginning of the second quarter of 1943, would
have discouraged the chains from accumulating
stocks even if they had wanted to; although the
order allows for a rising trend in sales, its control
of inventories is based on the average relationship
of stocks to sales in 1939, 1940, and 1941. Asa
result of these factors, the ratio of stocks to sales
decreased and the rate of stock-turn rose.

The relative increase in the stock-turn rate may
be even more significant than is indicated by its
magnitude. If, as seems entirely possible, the
reason sales failed to increase as rapidly for the
variety chains as for the department stores is that
stocks were marked by shortages and deficiencies
in many of the items customers expected to find
there, then the smaller size of inventories may have
been responsible for a lower sales volume than
would have otherwise been the case.



EFFECT OF SIZE ON OPERATING RESULTS

In- Tables 5, 6, and 7, pages 8, 9, and -10, the
chains are classified according to volume of sales

per chain, number of stores, and average sales
‘per store. All three classifications give somewhat ..

the same results, since the smaller chains usually
‘have fewer stores and lower sales per store than
do the larger chains. There are only a few chains

reporting to the Bureau which combine the op-

posite extremes in number of stores and sales per
store—far too few to draw any conclusions from
their operatmg results

Lower Gross Margin for Small Chains

The margin figure was low for the small chains
and progressively higher for the medium-size and
moderately large chains. This did not show
uniformly on all three of the classifications, par-
ticularly the classifications by sales per store, but
in the classification according to net sales volume
per chain its regularity was quite marked. It is
natural to expect that higher net sales volume
should bring a higher gross margin since such a
high margin rate would reflect in part the ability
.of large-scale enterprises to buy merchandise to
better advantage. It should be noted that inward
freight, express, and truckage costs have been
included with merchandise cost in arriving at the
gross margin figure.”

Nevertheless, even on the classification by net
sales volume ‘there was a slight drop in the gross
margin percentage for the very largest chains.
This may be a reflection of the fact that past a
certain point large-size purchases do not bring
additional price differentials or savings in freight,
or it may be simply that in expanding their sales
the very largest chains have taken on lines which
do not carry so large a markup. Any or all of
these explanations may be correct. It is entirely
possible, for example, that even before a chain
achieves very large volume, it may have added
lines which are essentially less profitable. Per-
haps, however, the better buying of the chain has
compensated for dlsadvantageous markups in a
few lines. It may be that it is only when extremely
 large sales are realized that the drop in the markup

ioccasioned by offering new lines is not compen-

sated for by further buying advantages.
The gross margin, being the difference between
_cost of goods sold and the retail value of sales,

might also be influenced by differences in retail -

prices. It seems likely, however, that in the lim-
ited price variety chain business, with competition
strong, the pressure to sell at more or less identical

pnccs in order to abide by fixed price lines would
keep retail prices closely similar.

Another factor which would have an mﬂuence
on gross margin is the extent of markdowns and -
shortages. Unfortunafcly, data were not complete

“enough to assess the importance of this factor

among stores.or chains of different sales volume,
All that can be said is that because of the shortage
of merchandise the smaller chains were probably -
not being . penalized for injudicious buymg any
more than the larger chains, and that in any event
the range of percentages rcportcd for markdowns
and shortages was hardly great enough to account

for the differences in gross margin.

Higimr Expense Rate for Large Chains
Differences in gross margin were matched

roughly with corresponding differences in expense.
As a general thing, the smaller chains had lower

.expense rates than the larger chains. -In the classi-

fication by net sales volume the median expense
percentages for the four volume- categories in
ascending order were 27. 53%, 27.79%, 28.36%,
and 29.05%,.

The fact that a lower e.xpense rate did not ac- |
company an expanded scale of operations de-
serves some comment. Net sales volume depends,
of course, on the number of stores and the sales
volume per store. - There are, therefore, two
possible sources of economy for large chains:
(r) the fuller use of sales personnel and physical
facilities in each store as sales per store are raised;
(2) the centralized organization of administ.raﬁon
and buying as number of stores is augmented.. It
seems logical, since the larger chains both operate
more stores and expcnence larger sales per store,
that both these economies might accompany hlgh
sales volume.

Salaries and Wages

The effect of these two factors on salaries and
wages* is about as would be expected. The
percentage costs for the largest chains were |
definitely lowest in all three types of classification,
Since the cost for sales personnel was more im- .
portant than that for administration and general
personnel, the effect is clearest on the two classi-
fications which are most likely to reflect the item,
namely, the classification by net sales volume and
classification by sales per store.

Figures were not complete enough to show the
relative effect of the expenditures for the two types
of personnel, but the saving on' administrative
personnel apparently mounts faster than the



Table 5. Operating Results for 42 Variety Chains Classified According to Yolume of Sales: 1943
€9 P oL (Net Sales=100%, except where noted) '

Median? Figures

Aggregate Figures

ercen ted {rom the Figures of
P “E?gn%ﬂﬂ’rm Individually

tages Computed from the
CombincEmElio:llng Figures of the Chains In

h Sales Volume Group

1All the medians were set Independent

8.
ly; therefore th ke
*Data on stores operated continuoualy for 2, mmﬂlli:m:{&; indiv'?dunl Ite

chalns in the fourth group,
*The figures for net gain as a percentage of
balence sheet data, and the reports of af) chatn

8lo th
*The higures for this item were based e

on data for ¢

net worth were hage,
t{lllnrld and fourth gray

chainsin the
SThe figures for this Ltem for the chaing in ¢he third
" "Data on store locations were provided by gy ﬂrm.li;otlgewﬁ:ﬁ

d on the

second group, 10 chalngin

ere provided

hased on reports of the g o
gtoup,

8

ltemé Net Sales Volume (in thousands)- Net Sales Volume (in thousands)
- Less $500— $2,000— $15.000~
oo | Y | | || B | e |
- . . 8 12 9 13 8
fChains......c.cvvvvneenneeenns 1z 9 3 $94,183 |8331,718

2331:; ‘S)ales pe!xl's Store..vvviiiriiniiinnns 842,193 | 879,723 | 899,812 | 8335731 850407 | 871,006 | 894,183 | 8331,

' Index of Change (1943/1042): ) ) . -
N‘::ber of Sgt;rg per Chain,o.vuunyun.. 100.00 loo.og 100.00 139.76 . e - -
Net Sales per Chain...oovvvivininnynns. 125.83 120.66 115.39 m‘,'.og : e
Average Sales per Store.........iuhhen. 129.94 | 120.6 ::4.gl : 7.36 - e
Net Sales in Identical Stores?....,.,..... 129.96 | 118.841{ 113.81 07.3 .

Net Cost of Merchandise Sold (including _ 61.91% | 63.21%
freight, express, postage, and truckage)....| 67.95% 64.76% | 6a. ég% 6%.2?% 66. ;g% ggg;% 38.29 o 3579
GROSS MARGIN. ..o veevnenrnnransnnrnnses 32.05 35.24 37. 36.7 3. , o | 1901 | 15069

Salaries and Wages..ooooviivinininnnnna. 15.90% | 17.74% :6.:515% tg.ng% rg.gg% l;z; o 1:76 ° 8.63

Tenancy Costsuurieneeeeriirnincnerenens 2.88 R.gg 4-6 0.56 0-74 3 0,35 0.75

Light, Water, and Power ....,.. PETTITIITS 0.78 o. 0.67 -g '6 orny 0.8 o.61

Depreciation of Fixtures and Equipment..... 0.50 0.55 o.gg 0-al ?-02 o.::"g 0.85 0.91

. Su pli.u_..._ ............................. o.gg 0.68 g.l Ig.lg 0:20 0:15 o 12 0.29
VETLSINgG. . cveeeeirrnennrnnnn,,, 0.1 0.1 14 .15 0-2 o o.42 0.34

Insurance (except ::lrcal estate)..... .) ..... 0.46 0.28 0.41 0.40 .63 .

Taxes (except on real estate or income): . .06
Sales..eoreiiniiiiiiin,, Cereeriaseaas 0.00 0.00 c;.go g.gg cl).g:; ?ﬁg g.gg o 88
Other. . ittt ienirrenrn it 1.00 1.00 .03 . .6 ' °-99 1.57

Miscellancous Expense, ....oeovvennnnn. .. 1.98 1.51 1.13 1.95 2.62 .59

* Total Expease before Interest.............. 26.23% 26.66% | 26.90% 27.89% | 26.53% | 26.38% | 27.17% 2? -;g%

Total Interest..ooivivrunnrnnnnnesnnnnn.n,s 1.35 1.20 1.28 1.19 1.54 1.16 1.25

Torar Exeenee including Interest. ......... 27.53% 27.79% | 28.36% | 29.05% | 28.07% 27.54% | 28.42% 93-56?

NET PROFIT....ovvvviiiiiieeeii i, ..., 587% | 8.37% | 8.65% | 8.5:1% 5.837% | 8.13% | 9.69% | 8.23%

Net Profit from Real Estate Operations.... .. 0.00% | 0.06% | o. 15% | 0.64% | 0.05% | o.10% 0.24% | 0.99%

Interest on Net Worth (except on real cstate, .38
leascholds, and goodwill),............... 1.26 1.10 1.27 1.20 1.35 1.12 1.22 0'06

Other Revenue, Net. oo y'ivve s, 0.00 0.01 0.08 0.21 0.13 0.01 0.t6 o

Total Net Other Income.................. 141% | 1.20% | 1.44% | 2.18% | 1.53% | 1.25% | 1.62% | 2.43%

NET GAN before Income Taxes; o 667
Percentage of Net Sales................. 7-30% | 9.71% 10.31% | 10,589, 2.96% 3,36% 11.29% 10.90 o
Percentage of Net Worth?.,.,........... 30.53 52.80 42.09 29.61 30.41 48.21 41.78 25-

Taxes on Income and Excess Profigs«, . . . . .. b 6.42% . ; . 6.28% | 8.33% 7.41%

Total Excess Profits Tax Credits¢, ., ... . * 0.28 ? g.gg% Z,,gg% . 0.43 0.77 _0-_51__

Net Taxes on Income and Excess Profitsd,,,.| » 6.26% | v.14% 6.93% . 5.95% | 7.56% | 6.87%

NET Garn afte:f: IIVnCOS“;f Taxes: o | 3.79%
Percentage of Net Salest................. . 2.8g% 2. .6 L 2% 3.22% .
Percentage of Net Wortht,....... .. . " » 14.72 ? u.gg% lg.ag% " :g.oo o 11.85 g.20

Rate of Stock-turn (ﬁmﬁ I?‘. ‘ﬁclar): 438
Based on Beginning and Ending Inventories .40 .6 . . . "6 .8 .
Based on Monthly Invcntoriu% ........... i K ggg :gg O K g 18 456

Total Markdowns and Shortages. ., ..., ... . . . » 2.99% . . » . %

Freight, Express, Postage, and Truckage,.... 2.38% | 1. 51% 2.09% | 1. 59% » - . 1.7570

Distribution of S;orlm;m&:;g Cities with — o | 16 00%%
Populations of: ¢ n 1o,000,,..,.,, . . . , 67.07% | 16-907

_ 10,000~25,000, . .,...... . ) . o 7?,33% 78,33% 17.42 24.96
25,000-100,000. .,.,,,,, . . o o 3.7 2.27 .24 29.67
100,000~500,000, ., , . .. . . . : 16.9 0.85 6.49 12.9
500,000-1,000,000.,. ... . ) ; 3.7 .00 2.82 5.9
1,000,000 or More.,,.,,. s ) .00 .00 1.96 9.55

___.———ﬁ
*Data not avallable, See the paragraph on methoda, Appendix,

ms does not necessarlly equal the total. d by all
by 6 chalns in the firat group, 71n the second, 10 In the third, an

viding
T-ports of the 11 chaing in the first group, 8 chains In the second group Pro

ns.

the third group, and ail chains In the fourth group.

hoina giving monthly data,



Table 6. Operatmg Results for 42 Vanety Chmns Classified Accordmg to Number of Stores: 1943
(Net Sales= 100%, except where noted)

1All the mediane were set in

! Mediant Figures Aggregate Figures
- i i P bined
e e O Bach - Fisures ofthe Chain i Each Number-ol-
- Stores Group
Tteme Number of Stores Number of Stores
Lessthan| 16-s50 50-150 150-750 . | Lessthan |, Ic-So0 so-150 | " ts50~750
10 Stores Stores ‘Stores Stores 1o Stores Stores Stores - ored
Number of Chains........... reseseene vl 18 13 Ty 7 15 13 T ‘b7 -
Average Sales per Store...... easssnaens .| 852,630 | $78,057 | $ro2,558) $332,623 $60,480 |- 892,582 | §200,500| $305,759
Index of Change (1943/1642): 1 : - '
Number of Stores per Chain......... +ses| 100.00 | 100,00 | 100.00 | 100.00_| .... cens I
Net Sales per Chain...oooiieiienenennes 119.77 | 123.0 112,11 106.61 | ....
Average Sales per Store........... P 127.26 | 120.6 112.16 | 106.61 vars:
Net Sales in Identical Stores?,........ aer| 121.85 [ 120.66 | 111.10 | 107.36 e cene
Net Cost of Merchandise Sold (mcludmgi : . : ‘
freight, express, postagc, and truckage)....| 67.46% | 63.59% | 62.12% | 62.95% | 66.74% 63.76% | 62.67% | 63.15%
~GROSS MARGIN. .0 vvenannsns . 32-54 36.41 37.88 37.05 33.26 36.24 37-33 36.85
Salaries and Wages....vveeirierraencrvans 17.75% | 16.99% | 17.60% 12.23% 17.07% | 16.42% | 16.64% g .06%
Tenancy Costs......ccuus.. . §.04 3.32 5-73 .30 3.5 4.01 6.45
Light, Water, and Power.. . 0.75 0.7 0.80 0.7 - 0.6 0.81 .79 - o 74. .
‘Depreciation of Fixtures and Equlpmcnt ..... 0.54 0.5 0.69 o.6o 0.6 0.65 .77 ag
Supplies........vvennen, .. teteseaaraenan o.82 0.76 0.98 0.86 0.91 0.95 1.01 o.8g -
Advertising.....oovievneannrsannnsarea ver| 0.18 0.17 0.09 0.14 0.20 0.23 0.06 0.33
Insurance (except oa real atatc) ........... 0.46 0.34 0.34 0.4I 0.57 -0.47 | 0.35 0.34
. Taxes {except on real estate or income): .
Sales.......ccc... terseesaraareasasnas 0.00 0.00 0.01 0.05 o.ort 0.09 0.05 o.gg
Other..vovvieiinna,. teserasaerneasns 0.91 1.00 1.03 o.89 0.97 1.01 0.94 o.
Miscellaneous Expcnse .................... 2.04 1.16 1.28 1.1y | 2.61 - 1.26 1.84 - 1.49:
Total Expense before Interest........cov-a- 27.37% | 26.66% | 27.61% | 28.00% | 27.18% | 25.90% | 28.90% | 26.90% .
Total Interest..ciiiissaanne.. fevenenrrsns 1.40 1.29 1.15 1.45 1.52 1.31 . 1.10 1.40
TotaL Expense including Interest..........| 28.72% | 27.56% | 28.65% | 29. 1% *28.70%' 27.21% | g0.00% | 28.30%
NeT PROFIT...... erreereaes veenenneess] 4.07% | 8.65% | 8.26% | 9.70% | 4.56% | 9.93% | 7.33% | 8.55%
. Net Profit from Real Estate Operations... 0.00% | 0.11% | 0.24% | 0.59% | 0.03% | 0.13% | 0.52% | 1.03%
Interest on Net Worth (except on real utatc. ’ -
leaseholds, and goodwill})s.vevrinnenaenss] I.34 1.12 1.05 1.27 1.39 1.26 1.03 | r1.42
Other Rcvcnuc, [ T aresannns «ses| 0.00 0.03 0.07 0.06 0.04 0.18 0:77 |L.0.06.
Total Net Other Income. ......ceeunns veed| 1.45% | 1.23% | 1.44% | 1-90% | 1.46% | 1.57% | 2.32% | 2.39%
‘NET GAIN before Income Taxes: :

. Percentage of Net Sales..oveecnrnrnennes| 6.56% | 10.05% | 10.58% | 12.18% .02% 10.60% 8.65% 10.94%
Percentage of Net Worth#........0i.0-..] 30.47 42.91 40.02 33.18 25.28 45.6t1 | 3B.o¢ .| 25.%0
Taxes on Income and Excess Profitst....... 2.54% | 7.31% | 7.33% | 8.28% - 7 29% 6.68% 7.62%
Total Excess Profits Tax Creditst, . ...... ees| 0.00 0.50 0.55 0.63 * 0.58 0.56 0.50

. Net Taxes on Income and Excess Profits¢. ....] 2.27% | 7.03% | 6.70% | 7.712% | * . 6.71%| 6.12% | 7.09%
Ner Gain after Income Taxes:
Percentage of Net Sales®.,.vvvnvenreens ol 3-39% | 3.00% | 2.905% | 3-46% . 8.00% | 3.31% 8.85%
Percentage of Net Worth‘. esrsennnns ves| 1415 13.53 10.90 11.73 * 15-54 I2. -Bg
Rate of Stock-turn (times a year) ] \ '
' Based on Beginning and Ending Inventories] 3.49 4.19 4..(7)3 4.41 3.80 4.0t 4.25 4.36
Based on Monthly Inventories¥.......... . 3-49 4. 4.32 * 3.20 3.87 459
Total Markdowns and Shortages, ,..... ... * * * 2.94% | * :‘ : :
Freight, Express, Postage, and Truckage....| 2.29% | 1 8% | 1.84% | 1.59% *
Distribution of Stores among Cities with Po ' '
ulations of: ¢ Less than :g,ooo... ...... P- . .. . 68.49% | 69.82% | 40.93% | 23.75%
10,000-25,000. . . O I . B.22 15.24 xg.gq. 25.20
25,000-100,000... . vaee 2.74 3.88 1 34. 26.70
100,000~500,000: « s searars N I . cane 17.81 .71 11.69 11.61
500,000—1,000,000 cosseervs| ssss . Caes 2.74 3.35 g.6o 5-62
1,000,000 OF MOr€.t.voneiann ees “es 0.00 0.00 11.40 7.12
Collections i f pa. ‘-. B
R S e B e o ok pcuarl ol e tora

“*Data on atores operated conunuoully or 24 consecutive montha were provided by & chalnain the first group, 11 chainsin the second group, and 6 chains

in the third and fourth grou

*The figurea for net ua]np.before Income taxes 8 @ percentage of net worth for firms in the first group were based on the reporta of the 13 chains which

provided complete balance sheet data.

#The Agures for this item were based on data for ¢ chalns in the second group, 6 chains fn the third group, and all chains in the fourth group.

*The figurea for this it based on monthly data re;
gurea for thisitem were m &m“n‘go

*Data on atore locations were provlded by 14

9

rted by B firme in the second group, § firmain the third group, and all firms ln th: fourth group.
firat group and by all firma in the three larger groups. P



Tahie 7. Selected Operating Results for 41! Variety Chains Classified According to Average
. ' Sales per Store: 1943

{(Net Sales = 100%, except where noted)

Median® Figures - Aggregate Figures
ed f he Combined Doll
Lo e o et Todivtuay ™ of Fach Chain Fiires ol ihe Chains in Bach Salea per-Seore Group
em|
o Sales per Store (i thousands) Sales per Store (in thousands)
- Less $50- $75- $100~ $250 Less $50~- $75- $100— $250
. than $so 75 oo 250 or More | than $so 75 160 50 or More
Number of Chains2,.......| 8 - 8 © 9 9 7 8 8 9 9 7
Av.SalesperStore(inthou,).] 932 -9%63 |- $B7 $130 $338 $40 $66 $91 $149 $aso
Gross MARGIN...euovveer | 34-35% | 35.66% | 36.38% | 35.91% | 36.37% | 26.37% | 38.67% | 37-27% | 37.33% | 36-73%
Salaries and Wages: ' A
Store Managers. ,..%.... * * * 2.72% | 1.65% » . . . .
Salespeople and Other|
L2177, £ * * * 9.79 12.00 . » . * *
Total Store Salaries and . ‘ o %
Wages (subtotal)...... 14.15% | 13.12 13.2 * . - » 13.19%
Total Admin. and General hd * 4.30 2.70 203 . . » . * 1.93
%;tfncialgga and Wages) 15-68% [ 17.04% | 18.11 | 1508 | 15,28 | 19.31% | 18.56% | 17.64% | 16.03% |(15.12)
SlOT . e ernenrrnnnns . e * 2.96 » 6.52 . . . . 6.49
TAdnﬁ.lﬁstrative and Gen. * * 0.29 . o.12 * . . * 0.15
otal Tenancy Costs. . ..... 3.09 3.-04 3.10 4:53 6.6 ] .61 .6 .88 6.64)
Light, Water, and Power...| ©0.88 0.71 0.59 0.73 0.82 3.33 3,30 3,5(7; 2.76 (0.73
ch;eaation of Fixtures and P 6
uipment..........:..| 9.60 0.04 0.51 o.58 .6 . . . 0.60
Taxes: Sales..............| ©.00 0.00 0.00 050 005 3:32 :.?g 3.3561' g.gﬂo 0.06
Olhﬂ'.......oo..o.- .04 1.14 1.0% 0.77 0.83 1.12 1.05 1.10 0.97 0-87
All Other Expense......... 3'33 2-59 2.58 | 3.35 3.38 3.32 2.47 2.46 3.24 3.1
Total Expense before Interest] 25.65% [ 27.09% 26.66% | 26.90%, 27.77% | 26.82% | 27.32% 26.04% | 27-70% | 27.16%
* >

Total Store Expense........ 19.92 .
Total Administrative and 9-92% | 23.22% 24-81% * * ¢ * u-01%

General Expense, . ... .. * * 5.96

4.11 2.94 * » [ ] L] 3.15
Total Expense before Interest| 25.65% | 27.09% | 26.669%,

26.90% | 27.77% | 26.82% | 27.32% 26.04% | 27.90% | 27-16%
Total Intt:resf ............. i.24 I.32 1.32 1.29 1.21 I

A . . .32 1.31 1.14 1.21 1.37
Totar Exeense inc. Interest} 26.82% | 28.26% | 28.01% | 28.489, 28.98% | 28.14% | 28.63% | 27.18% | 28.91% 28.53%

7-30% | 7.94% | 8.23% 10.04% | 10.09% | 8.42% | 8.20%
Net Other Income. .. ,v....| 1.24 J.27 1.44 1.66 ) '
NEeT GaIN before Inc. Taxes: 2.25 1.34 1.44 1.35 1.88 247

Percentage of Net Sales..[ 7.06% | 9.56% 9.77%
- 9-29% | 10.58 . . . . .67%
Percentage of Net Worth4 30.47 44.19 44.%5 42.09 25_33% 43-33% ;_;_g?% ;;,g‘é% ;g_g;% ;3.38 ’

NETPRom.............. 5.68% '3-46% 8.39%

Net Taxes on Income and

Excess Profitss,......... * 6.81% | 6.

NET GAIN after Inc. Taxes: . ° 6% | 6-53% 6.96% * 6.26% | 7.32% | 6.98% | 6.81%
Percentage of Net Salest 3-11% | 3.19% . o, o, o, Bo

- Percentage of Net Worths * 1415 13.09 ¢ ;2.33% ;3:5; 0 : ,;g; ° lg?: o 123?% 3205%

Annual Rate of Stock-turn
Based on Beginning and
Ending Inventorics.,...| 3-44

3-49 .8
Based on Monthly Inven. ¢ . 3 +39 4: lg 4.58

3.92 3.67 5.04 4.02 4.39

Distribution of Stores among 4:32 3.84 » 3-42 462
Cities with Population of??
Less than 10,000........
10,000-25,000. 0 cecernnn- deee cene 78.26%, Bl.lg% 83.29% | 35.35% 15.03%
25,000-500,000. c0ssacene] ores 4.35 g.1 9.46 32.62 23.4b
100,000-500,000 s cousae| s-ss 2.90 1.53 1.45 17.38 go. 7!
500,000-1,000,000, +244ss| avas 11.59 8.16 5.32 6.43 12-9
1,000,000 or More....... , 2.90 ©.00 0.00 4.8 46
0.00 0.00 0.00 3.92 10.43
¥Data not available, See the paragraph on methods, Appendix, -

'Ln preparing this table, figures for two reporting chaing, mmpr?:lﬁf; %%c v:gogectln
T

7All the medians were set independently; therefore the sum of the § ke chaln and another with more than go ] re excluded.

¥ e store and administratl ; ¢ individual jtems ¢ 50 emal} stores, we
eales DS:?::SW gfa;?sg?:'m ?0.;‘;5-000;'"60’:'::‘!;?8::1;?;‘: ;;?rg::e;e?geg&ni"é the chaing wcl’:t’\ ﬁféﬁ:’ﬁﬂ:ﬁ ; l{::aur.lﬁ::: l:;‘o 000, and by only 4 of tha chaina with
5 chaine in each of the third’and fourth groupa provided th e fiRurea for store or adminiatrative coats are glven for chains In the first two groups. OnlY

is functional b \
ited sample. All the chains in the last group provided detajled reakdown of expenge: h, on a very lim-
“The figures for this item for the chaing in the fizst a;c data hy functions, + bence the medians given for those groups are based

d third groypa
sheet data, were baged on the teport, omplete balance
“The figuren for this item were based on data for 7 chains in the gecond r0uD, 6 chaing | a of the 7 and 8 firms, respectively, giving comp
» O C na in

the last group. None of the chains in the first group reported d the th nd all chalns o
*The figures for this item were based on monthly ﬁwﬁepﬁﬁf'ﬁ;";gﬁgfﬂ and net gain a[telﬁnfl::m' 8 chalas [n the fourth group, &

'Data on store locations were provided by 8 fums In the fougth, Eroup, A the second group, 7 chalng In the fourth group, and all chalnsin the last group:

08 in excess of payments,

N
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saving on store personnel. - In the classification by
- sales per store, for example, in the three top

categories the median figures for total store sal-.

‘aries and wages ran 14.15%, 13.12%, and

" 13.23%, whereas total administration and general-

salaries ran 4.30%, 2.70%, and 2.00%. De-
tailed figures for the two bottom categories are
not available, but assumptions can be made from
_the behavior of the total salaries and wages.
figures. The store salary and wage figure prob-
ably decreases fairly rapidly at the first stages of
growth and “then flattens out as sales per store
reach the point where personnel are fully ut-

Other Expenses

 Differences in the other items of expense seemed
to form no definite pattern in response to differ-

.ences in the scale of operations; moreover, they

were of so small a magnitude that they had no
appreciable effect on differences in total expense.

Eai'nings_
The fact- that an. increasing expense rate ac-

companied increasing gross margin, as we move
from the lower sales volume - categories to the

. higher, means that in general the net profit figure

ilized (this point would probably come fairly -

early in the case of variety chains, in contrast to
department stores).! The' administrative and
general salary figure would probably rise as thé
number of stores is first increased (as management
passes from the stage where it is handled by pro-
prictors who give most of their time to sales in the
stores) and from that. point on, decline fairly rap-
idly. The combination of the two would give the
largest chains the lowest total salary figure and
the smaller stores a progressively higher figure,
with the possible exception of the very smallest
chains with intormal administrative routine.

Tenancy Costs

With tenancy costs, however, the economy of
large-scale operation was not realized. On the
contrary, tenancy costs were substantially higher
for large than for small chains. As shown in past
studies the rise from one size group to another was
progressive, with a particularly sharp jump in the
case of the largest chains. Rents and real estate
costs were higher in the large cities; also the
larger chains in competition with department
stores in large cities not only diversified their
merchandise offerings but also modernized and
enlarged their store facilities. Indeed, extra ex-
penditure for tenancy costs was large enough to
wipe out the economy achieved in salary and wage
expenses and thus to make total expenses higher
for the larger firms. The fact that higher gross
margins can be secured by firms with large sales
volume has made it possible for the larger chains
to stand these higher tenancy costs.

1A significant factor influencing store salaries is the variation
in wage rates found for different sections of the country. Accord-
ing to the Burcau of Labor Statistics, hourly wage rates in the
summer of 1943 were lowest in the southern cities and highest i
the mountain and Pacific cities, Since the Harvard reports for
individual chains cover all stores operated by each chain, the
influence of geographical differences cannot be traced accurately
in the averages. However, in the groups of small and moderate-
size stores given in Table 7, this factor may be exerting some in-
fluence through the statistics of regional or local chains included
in these groups. For details on regional wage rates in variety,

stores, scc U. 5. Bureau of Labor Statistics, Monthly Labor Revizw,
op. cit., pp 1265-1271,

was similar for all categories. The only significant
exception was the definitely lower profit of the

smallest chains, which had a disproportionately.

narrow margin. When other income was added
to net profit, however, the advantage of the
larger chains became more apparent and, accord-

ing to all three types of classification, net gain.

tended to rise with an expanding scale of opera-
tions. Figured as a percentage of net -worth
rather than a percentage of net sales, net gain was
most favorable for chains in the medium categories.

Income taxes fell more heavily on the larger
chains, of course, than on the smaller chains.
Here the smaller chains came into their own.
Nevertheless there was a tendency for net gain
after income taxes to be highest for the large
chains and progressively lower for the smaller
chains. ‘ '

b

Rate of Stock-Turn -

The rate of stock-turn was higher for large
chains than for the very small chains. Although
the differences did not follow a very regular pat-
tern, apparently the smallest chains had the low-
est stock-turn. Higher sales levels tend to be ac-
companied by higher stock-turn rates; this, of
course, is the expected reaction. In the table for
firms classified by total volumeé, however, the fig-
ures indicate that the stock-turn rate was relatively
low for firms with sales of $2,000,000 to $25,000,-

-000. Perhaps the chains in this higher- volume
category had broadened their lines of merchandise -

to include items which require a larger variety of
stocks from which to select, thus counteracting the
effect of increased sales; this would be consistent
with'the fact that among the very largest chains the
stock-turn rate again climbed. - One other explan-

- ation, however, is possible. Nine of the 13 chains

11

in the third volume group reported on their ware-
housing activities. For these chains the median
percentage of goods sold which passed through the
chain warehouses was 25%,. For the eight chains
in the fourth volume group the corresponding



figure was- 6.0%: Thus the slower stock-turn:
rates of the chains in the third volume group may
have reflected more extensive warehouse stocks.’

Location of Stores

The data on distribution of stores among cities
of different population show that the variety store
is still predominantly a small-town store.

~ true, of course, that the larger chains Wwith their
larger stores have had to place more reliance on
cities of more than 10,000 population. Never-

" theless, nearly 75%, of all the stores represented
in the study were in cities of less than 100,000 and
the figures suggest that the smaller chains appar-

“ently drew the bulk of their total business from
towns of less than 10,000. The Census for 1939
similarly indicated that 75.149, of all the variety
chain stores in the United States were located in
cities with population of less than 100,000 and of
these one-half were in cities of less than 10,000.1
* Om the other hand, stores located in cities with
populations of 500,000 or more represented only
16.409%, of the 1943 Harvard sample and 14.669
of all variety chain stores in the country in 193g.
It is interesting to note that in" 1939 these chain
stores in the largest. cities -achieved 23.279%, of
total variety chain store sales,according to the Cen-
sus, and employed 219, of total chain store work-
ers, according to the Bureau of Labor Statistics.2

Breakdown of Expenses for 17 Large Variety
. ins

In Table 8, page 13, the expenses for 17 large

ancy costs, which were ‘higher‘ for the. larger
chains, minus the difference in the salaries and

-wages, which were lower for the larger chains, was

almost identical with the difference in total store.
expense. As might be expected, the larger chains
with average sales pei store of some $330,000
spent less percentagewise for store managers’

_ salaries than did the smaller stores with average

It is

 variety chains are given in more detail. The

chains were divided into two net sales volume
groups, those with net sales of $2,000,000 to
$25,000,000 apd those with net sales of $25,000,-
000 to $200,000,000. fDiﬁ'crences between the
two groups are fundamental enough to bring out
very strongly the effect on expenses of increased
scale of operations at the'upper end of the range.
Again, as in the previous discussion of expenses,
salaries and wages and tenancy costs were the two
large items which in effect determined the level of
expense. - -

Storé Expense

In the case of total store expense, considered
separately from administrative and general ex.
peuse, the group of larger chains showed the
higher percentage figure. The difference in ten-

U, 8. Burcau of the Census, Sixteenth Census of th i
States: 1940, Census of Busines’s Vol i © l:Jmted
Part I, pp. 130, 131. » Yolume 1, Retail Trods: 1939,

" 30p. cit., p. 1266.
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sales per store of about $g3,000. At the same
time, the larger chains apparently spent propor-
tionately more for salespeople and all other store
personnel—by an amount even greater than their
saving on store managers. In other words, as far
as sales personnel is concerned, no economies were

‘realized beyond the point of sales volume reached

by the group of smaller’ chains covered in this
table.,

Administrative and General Expense

In administrative and general expense, the
group of larger chains showed a definite economy
in administrative salaries and wages, that is,
salaries and wages for officers and chief executives,
buyers and district managers—more economy,
indeed, than in salary expenditures for office and
other general employees who handle the control
procedures and the clerical work which that
involves. All in all, the group of larger chains
showed an economy in total administrative and
general expense of about 1149, of sales.

Since this economy in administrative and gen-
eral expense was matched against a heavier store
expense, the two groups came out with total
expenses almost even.

Counteracting Forces at Work -

Throughout this classification and the three
classifications discussed above it becomes very
clear that in the variety chain, as in 56 many other
types of retail organization, there are two counter-
acting forces at work as the scale of operations is
expanded, one leading to economies and the other
to higher levels of expenditures, The second of
these two forces seems to spring fundamentally’
from the desire to push sales volume beyond the
optimum point or at least beyond the point to
which it can go without meeting increasingly
stubborn sales resistance, that resistance in turn
calling for more aggressive and therefore more
expensive selling. Nevertheless, as data for large-
scale retail operations show, both in the variety
chain field and in others, it is possible to go beyond
this point profitably; the increased buying power
gained from the added sales can be utilized to
widen the gross margin and thus compensate for
the climb in expense rates.
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Table 8. Store Expense, General Overhead Expense, and Total Expense for 17 Variety Chains
Classified According to Volume of Saless 1943 '

{Net Sales = 100%, except where noted)

h hods, A dix, 8, .
*Data not avallable. Sec the PATED LTt e ore the sam f tm:dividual ftema doea not necessarlly equal the total,

1Al the medlang were set independently; therefore the sum of
#The figures for this ltem in the first group were on the repo

rts of the 8 chains giving monthly data,

13.

T © » ., Mediant Figures ! Aggregate Figures -
- Percentages Computed from the Com-
P tages C. ed f he Fj i
o o otk Chiaty Taken Tndividualy | """ Bach Sul Votirme Growp ¢
_Net Sales Volume Net Sales Volume
(in thousands) {in thousands)
$2,000— $25,000— $2,000- . $25,000—
] 25,000 200,000 25,000 300.900
Number of Chains....... R CETTPITRT PPN I 8 . 9 8
Average Sales per Store-...cvnue.nns S I -2 $335,731 $92,605 $331,718
Store Expense: _
Salarics, Wages, and Bonuses: -
Store Managers....va.e camennaad vemsarnsanssnaanans - 4.07% 1.85% 3-.97%" *
Salespeoplc........;-. ...................... * 4.8 i 8.31
All Other StOI€.. cevnvrscarsrsssuannsornasisarssine > 3.23 * & %.
Total Salespeople and All Other Store..vooeeeienenss 9.58% 11.79% 9.94% *
Total Store Szlaries and Wages.coiovsioenenseesaanase .- 14.17% 13.38% 13.01% - 13.21%,
Tenancy CostSe....vvcmecassnosas 4.55 6.39 4.92 6.48
Light, Water, and Power.c.o.vouirenivncasannesons v.ssl  0.66 0.75 0.72 0.74
Depreciation of Fixtures and Equipment.....cccceivunees +  0.69 . 0. gg 0.86 " 0.58 -
Supplies. ;..... crrearsas saaseeans eateansaes sasssunns o.72 © 0. 0.1 0.8z
Advertising.....orveenansns resasn terssesanans wevenene 0.1 0.15 0.14 0.29
Insurance (except on real estate)..oovieeieraincecaraes 0.40 - 0.39 © 0.34 0.32
Taxes (except on real estate or income): : e
Sales...... sesbeecanasrraevantrrnrn 0.00 0.04 0.00 0.06
Other.ivvarenncenes ceterrssaas tessemsserreeabnaans .97 0.63 0.75 0.65
Miscellaneous Expense....c.vrveanens 0.73 0.82 0.85 0.85
Total Store Expense before Interest...o.ooooraeaneses e 23.22% 24.41% 23.20% " 24.00%
Administrative and General: '

" Salaries and Wages: . .
Officers and Chief Executives. .. ovvessssronssesncrons 0.93% o0.31% . *
Buyers........- Jagessrnnes eisaerssasnastarasnaaet o.62 0.46 * *
District Managers..... ceistaeuvananes ceeatrraseaans 0.53 0.28 * .

© Tota] AdMInIStratiVe, ..ccaesassscsssenrsssss veraen 2.29% t.10% * i
l * o. * »
. . . o.gg%' * -

) Total General........ P semssacsesans . 1.03% 0.97% . o
Total Administrative and General Salaries and Wages,...... 3-47% 2.02% 3.36% 1.95%
Tenancy Costs.cv.orae theseeresrsasnentsrrneans Q.17 - 0.I4 0.14 0.15
Light, Water, and Power........ 0000t leenencas . . 0.02 0.01I _ 0.0l 0.01
Depreciation of Fixtures and Equipment.....cevuzsse 0.05 0.03 0.05 0.03
Supplies. .oeuvacanseonenonan tresasietsestbuenseonnnny 0.10 0.09 0.11 .0.09 .
Insurance (except on real estate)ieaceuievorasaananasss 9.07 o.02 0.09 - 0.02
Taxes (except on real estate Or income}...ceeess woaevenars| . 0.27 0.21 0.24 0.23
Miscellaneous EXpense.....ocicsreriansesansars 0.51 0.71 0.43 0.72

Total Administrative and General Expense,....ceoceveses 4.85% 3.08% . 4.43% 3.20%
Total Expense (Store and Admin. and Gen. Combined ): .
Sa.lal‘iegand Wages...... P 18.23% 15.25% 17.27% 15.16%
Tenancy Costi....resvsssssssosaracnss ehtecsararrrene 4.;2 6.50 5.06 6.63
Light, Water, and Power........ eerrens Wt asssrsansren 0.67 0.76 0.73 « N 75
Depreciation of Fixtures and Equipment,..ooavezezreress o.gg 0.61 o.g: 0.61
Supplies....cooaeneers vessrrasannnes vesarsaaanes 0. o.8g o.82 0.91
© Advertising,.ovvscearsaneraanne vrtrreneere wrnedensann .11 0.15 0.14 0.29
Insurance (except on real estate).oues.ovivrnoasaropoess 0.41 0.40 0.43 0.3¢
Taxes {cxcept on real estate of income): )
Sales tnnsssrneeas venee] 7 0.00 0.04 0.00 o0.06
Other..cuves- I.10 0.89 0.9 0.88
Miscellaneous Expense 1.13 I.75 1.2 1.57
Total Expense before Interest.oeo.en.s censeisanrseran g 27.41% 2%7.89% 27.63% . 27.20%
Rate of Stock-turn (times a year}: .
Based on Bcginnirsgand Ending Inventories....ccovvense 3.96 4.50 3.8 4.98
Based on Monthly Inventories!s..cevvsrenss . cenaes 3.35 4-32 3.23 4.56
ﬁ




Tax Expenses - (excluding real estate and income levies) than the

next-to-larg&t chains. This shows up not only

- ~In Table g, below, the tax expenses of 17 in property taxes, which reflect the investment in

large variety chains are broken down in detail. mventory in relation to sales, but also in social

Interestingly enough, it becomes clear that at sccunty taxes and miscellaneous taxes. Net taxes

this high level of volume the very largest chams . on income and excess profits were also lower forz
paid less of their 1943 sales dollar.out in taxes the largest chains, -

Table 9. Breakdown of Tax Expense for 17 Variety Chains!
’ Classified According to Volume of Sales: 1943

e : {(Median * Figures: Net Sales=100%) ) . ,
' . ) - Net Sales Volume {in thousands)
: . Items
$1,000~ ‘ $25,000~
35,000 200,000 -
Number of ChaiRs. ....oeeeiveneeuniennnn. A 9 .- 8
Sales TaXeS.nuiuennnnennaeaaaaannens P I eaees ettt erea i eaan 0.02% 0.04%
" Other Store Taxes (except on r&l estate): .
Social Security Taxes........... Germaasaanncnanranns P S e tiearmtaraanan 0.42% 0.41%
Property Taxes (except onzeal estate ). e, c e ciiirinrensrrtsssoiiinennnnnencnasasnses . 0.29 0.19
Miscellaneous Ta:mc?mclud.mg oocupauonal hocnses and state chain store taxes)....coenuee 0.10 .09
Total Other Store R erreeeraeraeeaeas e 0.81% 0.63%
Administrative and General Taxes (acccpt on real estate and mcome) .
Social Security Taxes.ooeeveavisrsannnnns DN trieiresenraas careeens 0.07% 0.04%
Taxes (except on real atatc) .............................................. 0.0l 0.00
Capital Stock TaXes. ueeeauassvuauesneaesroraniosusanrncasssssterenasnanroseananns 0.15 0.15
M.uocllaneous Taxes (mcludmg occupatlonal hoema). Ceeraaaresrasesrrasiertaanas - " 0,01 0.00
- ‘Total Admmnstrauve and General TAXES. « . e vene e ressneeneanses e eninns 0.27% 0.21%
Total Taxa {except on sales; real estate, and mcome) '
SoaalSecuntyTaxu ...... R Cerrareniias 0.51% 0.46%
Property Taxes (except on real estate)..i...... PP ererrerreanas rereons 0.30 0.19
Capital S10Ck T2XES. . 1o eueruerssannseuesransennsssnssnsennns eereeaieeeiaas 0.5 ' 0,15
Mucellaneous Taxes (mcludmg oecupauonal hcenses and state chain store ta.xu) es 0.14 o:og
X Total Taxcs (cxccpt on sales, real atate, a.nd income)........... Chsibetsetraenaneaaan 1.16% 0.89%"

B s on [ Credm 2] Exces . a}i&‘f)&iﬁ e aar, : .) ...... crerens :,; ‘7;}.% g:gg%

e nrnag e eeaneaenens 7.14% 6.93%

. !Not all reporting chains provided the details necessary for this table. M
AL the medians were set independentiy; therefore the Sum of the Ind{vigual et docs hok meccamsrl C,?‘é:“m“‘tnﬁé‘“m“‘ omiteed.
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EFFECT OF DEGREE OF CHANGE IN SALES PER STORE

For 1943, as for previous years, a classification

- has been made to bring out the effects on operat-

ing results of different degrees of change in sales.

In Table 10, below, figures for chains with sales-

per-store increases from 1942 to 1943 of less than

159, have been set up separately from those for
firms with increases of 159, or more.

High Sales Increase for Small Stores -

The table makes it clear immediately that
chains with small sales per store realized a higher
rate of sales gain than did chains with large sales
_per store—the average amount of sales per store

" for the chains with the highcf rate of' increase be-
- ing $53,472 in 1942 and for chains with the lower

rate of increase, $290,604. This is quite different
from the similar comparison based on the rate of
sales change from 1941 to 1942. In that analysis,

- included in the report for 1942, the average sales

per store for each group ‘were about the same.
Also, as mentioned earlier, the sales increase in
1943 was much more erratic than in 1g42.

The larger variety stores have as a general thing
gained much less volume than the smaller stores,
perhaps because, with more of them located in

" the larger cities, they came up more strongly

Y

Table 10. Comparison of Operating Data for 1942 and 1943 for 30 Variety Chains! -

Classified According to Degree of Change in Sales per Store from 1942 to 1943

(Based on Aggregate Figures Divided by the Number of Stores Operated)

Chains with Sales-per-Store Increases from 1942 to 1943 ok

'tThe fi sidered In this table {nclude those which
chaln waen orn'\rilt.t:gr}mnear:uhncmadﬁmllun {n order that the reau

Percentages of average sales per store, except where noted.

in the second group.

' Lez:bthan t;.o% || : ;s(f‘?i. or M)ore.
Ttems Index of ' Index of
ndex o . - A
A‘:munt or | (Shanee Amounter A:Anmﬁr b Chane Amount or
Percentage? ‘Amount” | Ferceatage! |[ Percentage! Amount Percentage?
1942 per Store 1943 1042 per Store 1943
194311942 1943/1942
Average Number of Stores.cecissssrarrasareenss 2,456 99 2,440 432 100 432 '
Average S;n; perOStorg... ............. reeannenen $290,604 107 $311,169 $53.472 125 - 866,501
Inventory—Beginning of Year......vvverernnenaes| 14-96% 104 14.53% || 21.43% 93 | 15-93%
Net Purchases plus i‘rcight, Express, Postage, and 3 - 6164
~TIUCKAZE. e e vvsevrnnsaresanssssnssaasseeennis 63.15 107 63.1 59.68 12 1.5¢
Inventory—End of Year...veornveas ereerieanens 15.30 101 14.4 19.88 102 16.33.
chandise Sold.uverreeeeeenrnnnnan 62.81 108 63.22 61.23 124 61.1
gﬁ‘mhff . dmso ...................... 37.19 106 35.78 38.77 125 SB-Bé
i i rnenaen Ceredienienes veerd|| 15.00% 109 15.28% 17-65% 119 16.89%
'ﬁ‘gna:ne:ya?:igw ............................. 2-96 S 3.5 4-25 110 - 3-74
Light, Water, and Power..eoiccnviararons,- leeaes 0.84 g6 0-% °°" '°g g-gg
Depreciation of Fixtures and Equipment............|| 0-66 101 0.62 1. 9 o8
Supplies. . eoveeoass Ceeeeanene cerreren Creiaeesan 1.02 g6 0.93 1.10 97 R
Advertising. . vonn st e teivrena e aaeeaes 0.7 88 0.0 0.22 92 0.17
Insurance (except on real estate)eieeeservuennsnees 0.37 96 0.33 0-5¢ 9 0-42
Tow (ceptanralaweariniondl: | g | m | ooer | ses | &8 | e
Other. oennevrvneesear e neanenarrananenes 0.92 108 0.8 1.42 94 1.08 .
Miscellaneous Expense......-.... BRI 1.56 107 1.55 - 1.18 121 1.15
eeesreerarenetasaans 27.76% 105 27.25% || 28-45% 113 25.92%
%gﬁ ﬁﬂwomlmﬂm ........ veenes]| 134 109 ;.32‘ .75 97 1.37
ToraL Exvense including Interest..u..oeeseresnof[ 29-10% 105 28.61% || 30.20% 3 27.29%
‘ ) e | e | 8% || 8m% | 68 | us%
Net O Tneommen 1T 2.36 109 . | 340 | 17 05 | 147
. . ‘157 13.04%
NeT Gam before Income Taxes,oceveesessnnsanans 10.45% 108 10.57% 10.92% 3.8
Net Taxes on Income and Profits®.eccvavesrerss 6.72 1og -85 5'34 ) 159 9
NET Gam after Income Taxesd,.vieeenvenssavansns 8.74% 107 3-74% 3.03% 123 8.11%
Rate of Stock-turn (times a year) Based on Beginning . . .
aﬂdEndingIm.nz:(xtoric.u........................ 4.15 4-36 2.96 379 .

Henced a change In number of stores of not more than 5% from 1942 to 1943. One large

ts would be more representative of the groups
Hncome tax data were
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of 14 chains in the first group and 6 chaing



against the competition of department stores,

* The stock-turn rate for chains with 15%, or more

‘apparel chain stores, and so forth, which were -

able to capitalize on consumers’ desires to trade
upin quality. There is little doubt of the tendency
on the part of the consumers to buy merchandise
of, better quality; the sales of department store
basements, for example, failed to advance as fast
in 1943 as did main store sales. The smaller
variety stores, which are concentrated in towns of
10,000 or less, did not face the same degree of

sales gain was 3.79 for 1943. For the chains with

less than 15% gain the corresponding figure

competition, since towns of that size do not often

have department stores or apparel chain stores.
In this kind of a situation, merchandise difficul-
ties—shortages and quality deterioration—would
be most likely to lead to a slackening of sales
advance in the larger variety stores (and hence
the larger variety chains). It is certainly part of
the explanation, too, that increases in income
have been later in coming to the smaller towns
and that the smaller chains show regional gains
whereas the larger chains spredd over the whole
country have had such regional increases can-
celled out by stores in other parts of the country
‘where purchasing power was relatively low.
Examination of the data shows that the regional
or local chains represented in the group with small
increases were located in sections of the coun-
try: where variety chain stores have recorded
small sales gains according to the Chain Store Age
Index, notably the Atlantic Seaboard and the
Rocky Mountain states. In contrast, several of
the chains with large increases were on the Pacific
Coast where sales potentials have been extremely
high in 1943. But whatever the explanation, the
‘pattern is quite marked: the sales advance did
slacken in the larger stores—and did not in the
smaller stores. - :
- Each of the two sales increase groups can be
taken separately and a’comparison of its 1943 and
1942 figures made. Comparison between the two
groups is less significant because the data reflect
primarily differences between the operations of
large stores and the operations of small stores.
The figures for stock-turn are a case in point.

16-

1is Jower—a characteristic of small chains,

was 4.36. We might have looked for a higher
rate of stock-turn for the firms with the highest
sales gains; instead of that, we have a figure which
But
if we look at the separate groups, we see that the
gain in stock-turn rate over 1942 was greater for
the chains with the larger increase in sales (from
2.6 to 3.79) than for the chains with the smaller
increase in sales (from 4.15 to 4.36), and this is
exactly what should be expected. The same
effect shows up in other figures.

Salaries and Wages

For the chains with lower sales increases salaries
and wages rose from 15.00%, of sales to 15.28%,
of sales in 1943. But for the chains with the
higher increases in sales there was a drop in sal-
aries and wages as a percentage of sales from
17.65% t0 16.8¢%,. In tenancy costs for the form-
er category, there was a fractional drop from
6.96%, in 1942 to 6.55%, but for the latter cate-
gory the drop was greater, from 4.259%, to 3.74%-
We have seen from previous classifications that
the larger chains tended to have lower figures for
salaries and wages and higher figures for tenancy
costs than did the smaller chains. The same kind
of relation is again evident in this classification
which, although made according to diffcrences in
sales increase, also arranges the chains roughly
by size. The effect of the different degree of
increase in sales is evident in the rate of change in
the expense figures for each group taken separate-
ly. It is particularly interesting that the chains
with 15%, or more gain in sales actually made 2
percentage saving on salaries and wages compared
with last year. This was also true in the previous
classification (Tables 5, 6, and 7) of the smaller
chains and smaller stores. 1t is apparently the
higher rate of sales gain that was responsible for
this performance.



INVENTORIES

Attention has already been called to the be-
havior of the stock-turn figures. Additional in-
formation on this subject is given in Tables 11,
12, 13, and 14, presenting mopthly inventory
figures and stock-sales ratios. - Detailed data of
this nature could not be obtained for all the smaller
chains. In Table 11 are given the dollar average
end-of-month retail inventories per store for 17
variety chains with sales of $2,000,000 or more. It
is clear, of course, that the chains with net sales
volume of from $25,000,000 to $200,000,000 car-
ried larger inventories per store than did thé chains
with net sales volume from $2,000,000 to $25,000,~
000. This is directly related to the fact, previously
mentioned, that the larger chains customarily also
had larger sales per store. The dollar inventory
figures, however, despite their significance, are not
so important for management purposes as the re-
Iation of inventory to sales.

Decline in Stock-Sales Ratios

In Table 12, for the same 17 chains, are given
monthly figures for the stock-sales ratio, that is,
the ratio of retail inventory for the end of the
preceding month to the sales for the month. It
will be immediately noted that, as mentioned
earlier in connection with rate of stock-turn, the
-relation of stocks to sales was higher for chains next

Table 11. Average End-of-Month Retail Inven-
tory per Store for 17 Variety Chains Classified

According to Volume of Sales: 1943
Net Sales Volume! (In
thousands}
Month $2,000~ $25.000~
25,000 200,000
Number of Chains.....vvovvenn 9 8
December, 1942.4cceeunen.. coes| 822,797 $65,068
January, 1943..cerereerrnanis 23,204 66,974
FCDTUALY vereensnsennenn sl esar0 64,691
March...v.evvnns Ceerranenean 27,262 67,949
April........, 28,764 70,39t
May..uiiiessneransrsnnrsaness| 30,030 70,623
J'lmc..... ..... R AN b 801438 7')4’29
) Ceeereresress] 81,336 73,268
August....... veaeraneins 31,990 75:93
September.......cc.coiuts oo 33,014 79,70
October..... ereeeees creneened 8330 82,150
November...oouveieravirnnans 38,53 82,420
December...iovuiviiincnanass| 25943 67,498
January, 1944.... . 26,784t 69,542

I
+Based on data for 8 chainy. The December, 1943, average for the same
8 firma was $26,050. les of leas
10nly 3 chaing in each of the two groupa of firma with net sales of Ios
than $2,000,000 for the 1943 reported data on "‘°'}1‘e ¥ ol
V&mﬂﬂﬂ‘. hence, it was not posslble to establish averages for the sm
atores.

—
s

Table 12. Stock-Sales Ratios! for 17 Variety

Chains Classified According to Volume of

Sales: 1943
Net Sales Volume? (In
) thousands)
Month -
$2,000— $35,000~ .
_ 25,000 200,000
Number of Chains.............. 9 8,
%axl;uary, (VT trrerrraes 4.33 3.17
chruary............. vrearasas 4.05, -04 .

March.,...o.vv0uun 4.11 32;
April,...... Cereeenas rerreas 3.53 - 2.46
May...ovvnnen, treerana 3.9 2.69-
June...ooiiiiiil. isasreaas 4.0 2.65
Julyeoi i e Ceenen 4-16 2.8t
August...cvciiiranes, veranas .  4-46 2.94
Scptember.....cvvireinnn teais 4.52 2.88
October......... Cereseesane . 3.91 2.74
November....... erarrreeras eee 5-93 2.73
December.......vivvviniinna. © 2.19 T
January, 1944...cvvninnreasns 4.68 3.18

1Ratio of retall inventory for end of preceding month to sales for month. ~
*Only three chains in of the two groups of firms with net sales of
lesa than $2,000,000 in the fiscal year 1943 reported data on monthly sales
and inventories; hence, it was not possible to establish stock-sales ratios for
the amall chains, .
¢

to the largest in size—not only that, but this table

'shows that it was higher every month of the year.

Comparison of Table 12 with the corresponding
table in last year’s report brings out several addi-
tional facts. For both volume groups stocks in
relation to sales during the first six months of 1943
were lower than during the first six months of .
1942. For the largest of the chains, that is, those

" with net sales volume of from $25,000,000 to-
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$200,000,000, the -stock-sales ratios remained
lower for the balance of the year. But for.the
chains in the $2,000,000 to $25,000,000 category
the 1943 ratios began to go ahead of 1942 ratios
during the last six months of the year. The July -
ratio was exactly the same as in 1942, and for each
succeeding month except November the 1943
ratio was considerably higher than the corre-
sponding figure for 1942. It will be interesting to
see how this difference between the two groups
affects their sales in 1944. It may well be that the
larger stocks carried will result in the $2,000,000
to $25,000,000 chains being able to turn in a rela~
tively better sales performance in 1944, if the trend
continues and ‘'we are correct in our conclusion
that a deficiency of merchandise is r&ponsible for
loss of sales momentum in 1943. An alternative
possibility of course is that the medium-size chains
accumulated larger stocks than was justified in the
light of the volume realized in the final months of
1943. If so, then extensive markdowns might be

‘expected as a consequence.



, Inventory Trends over Ten-Year Period
In Tables 13 and 14 dre given average end-of-
month inventories per store and stock-sales ratios
for the ten years beginning with 1934. Table 13
reflects, of course, a growth in average sales per
store. Table 14, which is probably the more
revealing of the two, shows over the years a marked
degree of stability in the stock-sales ratio for given
seasons. The year 1942, to be sure, was an excep-
tional one, and most retailers were then accumu-
lating inventories against expected shortages. -
The data for all 10 years show seasonal fluctua-
tions in thie ratio. The ratio for December, for
- example, has been consistently the-lowest. This is
only natural because so large a portion of sales
are concentrated in that month. The usual pat-
~tern shown by stock-sales ratios is: (1) high in
Januvary and February as sales fall off, (2) lower
in March, April, May, and June as sales pick up,

(3) higher again in July, (4) gradually dropping .

from August on, with a slight temporary increase

.in stocks as merchandise is bought in anticipation

of holiday sales, and then a sudden drop to a point
‘considerably below the level for January. Al-
though the year 1943 followed this pattern fairly
generally, the drop at the beginning of the year
was a little more drastic than it had been for the
past few years, and both August and September
were higher than July, October, or November.
These departures from the usual pattern may be
in response first to the Inventory Limitation Order
L-21g and then to a tighter buying situation in
merchandise in general and to a slackening in
sales momentum during August and September.
That the surmise in regard to slackening sales is
reasonable is shown by 1943/1942 sales indexcs
for variety chains and department stores: during
the latter. months of the year sales volumes for
the variety chains failed to go ahead as rapidly
as did the sales of department stores.

‘Table 13. Average End-of-Month Retail Inventory per Store: 1934-1943

-

was 3.29 for 23 firms.

18

1934 I935° 1036 1937 1938 1939 1940 I94L 1042 . ID43
17 18 19 20 ‘22 29 29 28 25 23
.o| 829,143 | 834,532 | $34,451 | 836,427 | 835,657 | $32,367 8:;6,542 839,349 | 858,804 | 857,141
35,539 | sg.agz 35,314 | 38,865 | 36,694 953 | 39,579 | 41,532 | 62,465 | 55883
37,220 | 38,280 | 37,274 | 41,586 | 39,482 | 38,000 | 41,031 | 44,468 | 68,503 | 58,733
40,199 | 38,532 37404 | 44,180 | 38,551 | 38,326 | 42,80 45066 | 71,000 | 60,965
40,206 | 38,395 {, 36,980 | 43,502 | 38,306 | 37.483 | 41.82 44,049 701377 61,437
38,528 | 37,219 | 36,445 | 4% 37015 | 36874 | 38,974 | 44,616 | 71,231 | 62,077
31,758 | 36,044 | 36,355 | 41,57 35,066 | 36,627 | 33,866 | 47,204 73,131 63,800
37,052 | 36,509 | 40,002 | 43,538 | 26322 39:686 401306 49,083 | 72,902 | 65,861
38,816 | 40,003 | 42,714 | 46,814 | 39,200 | 41,891 | 44,916 | 55103 | 75,408 | 69,032
sevs] 471,009 | 43,978 | 46324 | so,122 | 42,747 | 46,076 | 40,747 | 62,072 | 76,01 70,988
November...v oo .| 42,046 45,593 48,061 50,030 4.5:6:6 48,579 52,1 33 64.:882 75 71:25
Decembef............| 33,377 | 31,688 | 35783 | 35085 | 30,005 | 33,721 | 37,380 | 52,651 56:347 57,93
m‘;:rn\r:l;:r:;’rv per store for January, !;4_1- averaged $60,356 for the 21 firme reporting such data, as compared with $58,698 for the same firms for De-
Table 14. Stock-Sales Ratios: 1934-1943
' Month .Ratio of Retail Inventory for End of Preceding Month to Sales for Month
. . 1934 1935 1936 1937 1938 1939 1940 1941 1942 1943
" Number of Chaing..... l? 18 19 20 a2 29 29 28 25 23
'_]anuaryl..‘..... ...... ' 3.31 3.29 3.30 3.43 3.47 .06 | g.22 8.91 8.54 .2
Fcbr::ry......u..... 3.30 3.34 3.26 3.26 3.46 3.15 3.1 8.91 3.36 ) .3..3
March...ceviucenna|  2.54 3.09 3.08 2.62 3.11 2.87 2.77 3.00 3.43 2.75
Apriloaessseneesanadd  3.10 2.02 2.71 §.16 2.76 2.77 3.23 2.75 3.51 | 2
May. . eoarearereanens|  2.93 3.10 2.69 2.90 3.03 2.75 2.97 2.69 S-g a.g
‘junc.............._-. | 2.97 3.04 2.56 2.92 2.91 2-74 2.93 2,87 3_4_2 2.75
July.crsioannannanns 3.36 3.15 2.73 2.95 2.96 2.89 2.9 2.96 .48
August......“.-.... 2-33 2.89 2.72 3.10 ﬂngl 2.86 2.6 2,84 g_;s ;:g;
Scpwmbﬂ‘---------:- 2. 3-45 2.94 3.06 2.74 2.86 2.96 g.02 3.46 3.00
October.......ve0..0] 2.8 2.95 2.74 3.02 2.63 2.88 2.86 10 1
_ . . . . .10 .8
November. ..... 3-g 3.13 3.23 3.43 2.99 3.08 3.0 g- 9 3.26 i.s:
December.covesvasss.| 1.69 1.75 1.65 1.75 1.52 1.60 1.6 x.go 1.8: 1.75
¥The ratio of stocks for December 31, 1943, to sales for January, 1944, —



' MERCHANDISE LINES

In Table 1 5 sales lb’y'merchandise lines for 19

variety chains (data were not available for the

balance of the reporting chains) are given botli in
medians and aggregates,

Relative Importance of Lines in 1943

‘Apparel and accessories accounted for one-
fourth of total sales, with ready-to-wear accessories
the largest single item. This is scarcely different
from the preceding year as it shows up in the
median—28.349, for total apparel and acces-
sories in 1943; 28.02%, in 1942. The percentages
"based on aggregates, however, were higher in
1943 than in 1942, indicating that the chains with

ent picture.. For the stores with Jarge volume,
apparently stationery was in second place, dry
goods and domestics in third place, drugs and
toiletries in fourth place, and notions and confec-

tionery followed in order. Since one of the very

large chains is known to carry relatively small
lines of dry goods and domestics, it is apparent
that the aggregate figure for dry goods, 8.68%,

“would have been considerably higher with the

largest sales had a substantial increase. It should |

be noted, too, that sales of men’s and boys’ cloth-
ing and furnishings dropped and that ready-to-
wear accessories more than made up for the drop.

Other important changes over 1942 disclosed
by the median figures show notions and small
wares taking second place in the list of important
lines, although a decidedly weak second place,
with 9.129 of total sales in 1943 (8.47% in 1942);
and confectionery and nuts third place with
8.88% (7.97% in 1942). The drugs and toiletries
line dropped from second place, which it had
occupied in 1942, to fourth place—from 9.44%,
of total volume in 1942 to 8.15%, in 1943.

These observations are made on the basis of the
medians, and the aggregates give a slightly differ-

Table 15. Sales by Merchandise Lines for 19
Variety Chains: 1943 ‘

{Net Sales=100%)

Merchandise Lines ) Medians' | Aggregatea®

Women’s, Misses’, and Juniors’ Ready-

to-Wear. ., .uueeivennriraraassses 6.60% .
Ready-to-Wear Accessories............| 20.16 .
Men's and Boys’ Clothing and Furnish- .

INE8. it isinsranrsenssnsanannranes .00

Total Apparel and Accessories. ...... 23.34. 24.3¢%
Notions and Smallwares.coeveneee.en.| 9.12 zgg
Dry Goods and Domestics.....vvuue-. 5.78 .

Drugs and Toiletries. vovvvevenriesens .1 8.61
ware, Paint, Etc.....oocevuvenana] 4e1 }593
Electrical Supplies and Appliances..... I. 34. -

Home Furnishings...suuseasesennres 6.8:¢ 3-17
A ONErY. s varr e i reerenrnnrnrrnse 7.09 .85
Toys, Games, and Books..........c...- 5.91 | 5.9
............................ I, gg 2.08

Confectionery and Nuts..........cevs- 8. 7.51
Soda Fountains, Lunchconcttes, and

ReStAUrANt. 1 1 eerenrrnnernaaassons 3.44 g-sﬁ
Miscellaneous (including groceries)....| 6.15 47
Total viisiniiriinernsnnnnnsunsens ' 100.00% | 100.00%
S R— EEER

*Dg

All t?hﬁ".i?d‘?l'l‘:b&ém set Independently; therefore the sum of the Indi-

3
vidual ltema does I 00
7.e total net ’:ﬁ used in u!'rriﬁnu at these figures amounted to $1,200.~
427, z':.'l °§ approximately 93.5% of the total volume of sales represen
Hdy.
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exclusion of this chain and that, therefore, for
most of the large chains dry goods and domestics
have become very clearly the most important line
next to ready-to-wear accessories. '

Long-term Trends

. These changes are not developments merely of
1943; they are the continuation of tendencies
which showed up strongly also in 1g42. The most

- pertinent question which arises is whether they

are the result of merchandise shortages and other
wartime factors, and therefore temporary, or the
result of fundamental shifts in consumers® buying
habits and in merchandise policies adapted there- -
to. A glance at the specific lines may throw light
on the queston. -

Hardware . _ .

It is clear, of course, that hardware, paint,
electrical supplies, and appliances have not been
readily available, and this is reason enough for
a drop in their sales in 1943. Table 16 shows,
however, a decrease in the relative importance of
that merchandise line from 1940 on—quite sharp
in 1942, when supplies had not yet reached any~
where near the low point. Furthermore, a glance
at Table 17, which indicates the course of sales by
merchandise lines over a longer period for a
smaller sample of identical variety chains, shows
the same tendency as far back as 1937. Conse-
quently, it looks as if the present shortages- had
merely accentuated a trend which was already
operating. If this is the case, it may be difficult
for the variety chains to recapture their former
share of the market whien supplies are again avail-

.able after the war. It must be noted, however,

that in terms of dollars there were no important

declines in the sales of hardware, paint, and elec-

trical supplies in variety chains until 1943.

Home Furnishings s

Sales of home furnishings, included with hard-
ware in Table 17 but listed separately in the more
detailed breakdown of Table 16, also have been
of diminishing importance in variety chains. In
contrast to hardware sales, however, there was a

)



slight resurgence in 1941 and a less sharp drop in
1943. These conclusions are strengthened by

comparing the figures for the 10 identical chains °

of Table 17 with figures for total consumer ex-
penditures given in the Survey of Current Business.!
Total consumer expenditures for household oper-
ation were classified in some detail in the Surpey.
In order to enable worth-while comparisons with
the variety chain figures, data for selected lines
which approximated the goods sold in variety
‘chains have been used here. The proportion of
total United States expenditures on such home
furnishings realized by the 10 chains showed a
gradual decline beginning as far back as 1935—
and this during a period when total sales of the
chains advanced at least as rapidly as did con-
sumer expenditures for all types of goods and
services. ’ ' -

Drugs and Toilétries

- Somewhat the same phenomenon took place in
drugs and toiletries.  As shown in Table 16, this
line in 1940 and again in 1941 accounted for a
Jarger share of total annual sales than any other
single line except apparel and accessories. But it
showed a slackening trend from 1940 on. And
although it came up in 1943 (probably as a result
of shortages in hardware), it had slipped down the
scale of importance, both the dry goods and do-
mestics line and stationery having risen above it.
Table 17, which gives the longer range picture,
shows that, in comparison with drugs and toilet-

ries, dry goods and-domestics began to show a
" consistently faster rate of increase as far back as

1934, and books, toys, and stationery began to
. show a faster rate of increase as far back as 1938.

1. S. Bureau of Foreign and Domestic Commerce, Survey of
Current Business, *Consumption Expenditures, 1929-43" by Wil-
Jiam H. Shaw, June, 1944.

Table 16, Sales by Merchandise Lines for 18 Identical Variety Chains: 1040-1943

Comparisons with the Survey of Current Business
figures on consumer expenditures for toilet articles
and preparations, drugs, and drug sundries for
the whole United States show that the proportior
of business taken by the 10 chains began to de-
crease in 1937. Drugs and toiletries constitute a
line in which the chains have been very strong;
although there are differences in classification
between the Survey of Current Business and the
Bureau reporting form, sales of drugs and toilet-
ries reported to the Bureau for 1942 by 22 variety
chains seem to have accounted for about 6.5%, of
all the drug preparations, drug sundries, and
toilet articles and preparations sold in the United
States in 1942. It is quite probable that the pro-
portion of toiletries alone sold in chains was sub-
stantially greater. The chains, of course, can still
count on having a comfortable share of this bus-
iness, but here again, as in the case of hardware
and home furnishings, the slackening trend seems
to be an established one, not the result of special
wartime circumstances.

Notions

Notions and small wares have been separated
from dry goods and domestics in the reports
received by the Bureau from 1940 on, and it now
becomes apparent that this line, one of the stand-
bys of the chains and the line perhaps most asso-
ciated in the public’s mind with limited price
variety chains, is exhibiting less strength as far as
the importance of its sales to total sales is con-
cerned. The share of total annual business ac-
counted for by this line has not declined sharply
since 1940; the significant fact is, rather, that it

" has stood still while such lines as dry goods and

stationery have gone ahead. This does not show
up, of course, on Table 17 because prior to 1940
notions and small wares had been combined with

/
o+

v

—

Aggregate Dollar Saleg {In thousands)

Index of Change In Aggregate Dollar Sales

Items ; ’
) 1940 1941 942 1943 I940 1941 1942 | 1943
Apparel and Accessories.....oiieinnenn., $184,292 | $214,977 $271,624 | $292,008 | 100.00 | 116.65 | 147. 158.50
o tionds ﬂmmﬁnﬁ ............... gg,ﬂos 73:29 33:127 104:&235 100.00 | 113.10 ':43.?3 :go.ga
otions an WarES. . osevasrrrsnomass 0. 1,082 | 100.00 | 114.28 . .
Ha;;d\n?rc, Paint, Electrical Supplics, and o4 7775 S " 14-28 | 130.75 | 133-96
ppliances............., sesssnrarans 75,620 85,332 2,22 1,823 | 100.00 | 112.8 121.96 .
Home Furnishings..... teracasariaresans 71,183 81,889 89:6: 6,081 [ 100.00 115.01 135.89 :33.33
Confectionery and Nut,........ 61,312 64,626 76,179 90,197 | 100,00 | 105.40 | 124.25 | 147.11
Drugs a'nd oiletries...... pee 82,259 g0,03 97,462 103,306 | 100.00 | 109.46 | 11 .48 125.5
'srt?t?é:;l;a’ and Books . 3(35,733 5;,35 Go,go: 63,7(1i 100.00 | 11%7.453 | 138.59 lg-,-.g
........................ 00 H 1 : . .
So%a e i T i s 1325 76,5 91,694 06,1 100,00 | 115.94 | 138.25 | 160.07
EMAUADS . . o v i i rseevnnnrsonarsans 58,339 67,741 48,701 88,580 | 100.00 | 116,12 | 134.90 | 1 1.8
Jewelry...... sereaaaae Trsessataeriinas 17,881 21,809 23,083 24,359 | 100,00 m:: 12 :o :56124
Other (including grpcalu) ............. 62,688 68,667 T7,525 77,6 100.00 :og.gl mg.ﬁg 123.92
Totaleeoerrrrscrrasaesionneinnneessssea $856,479 | $973,059

—-———————_——-—-————____-_——_—:____—__-————-——_-_____—___

81,140,840 | 81,200,320 | 100.00 | 113.%2 | 133.20

140.15
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Items

1933

1934

Table 17. Sales by Merchandise Lines for 10 Identical Variety Chains: 1933-1943

tBeginning with the 1040 study, the classification used for the collection of data on sales by merchandise lines was changed to iﬁord greater detail,
were altered, ﬁcuru for 1940-1943 are not strictly comparable to those for 1933-1939 for the groups designated, The data for the years 1940 through 1943, however, are entirely comparable for each category.

1935 1936 1037 1938 1939 1940 941 1942 1943
Aggregate Dollar Sales (in thousands): T : L

Ape;faard and Accessories, ......... crenaes ...| $86433 | 807,128 | 800,831 | $111,970 | $112,709 | 8106741 | $113,049 | $119,630 | 8139,568 8179.334 $193,866
Dry Goods, Notions, and Domestics.......... 50,165 62,257 63,690 | 69,744 72,334 | 68,396 70,203 63,878t 74,4511 92,835t 101,
Hardware, Electrical Supplies, Crockery, .

Glassware, and Other Home Furnishings.. . . 47,332 54,809 §7,598 62,1 37 60,790 57,404 59,809 73,237t 83,2811 g1,001t 82 ,togf
Confectionery and Nuts..cce.vvnvvnnn,..- . as, 24,202 23,733 27,186 27,618 27,016 27,310 28,874 80,879 36,825 45,576
Drugs and Toiletrics..ciucveriieareniaeses . 24,157 27,83 28,298 30,766 | 31,920 31,382 33,173 33,940 37,554 &:3 14 44,092
'gx, Games, Books, and Stationery......... 32, 35,74 37,521 41,635 43,622 43,200 46,584 48,720 56,207 ,002 77,202

Fountains, Luncheonettes, and ) '

Restaurants. . ......cciivvninneranenneen 18,493 20,321 21,876 24,217 25,618 24,888 26,022 23,0(5 28,932 -32,873 35.837
ewelry...... PR T 6,458 2,036 6,887 1,158 7,465 7,508 7,97 2431 10,205 | 11,357 1 l»ggo
Other (including groceries)......... cesanesn 19,760 15,610 16,660 17,757 23,002 23,466 25,693 84,5597 38,x281| ~ 46,0331] 43,888}
Total.......... eraann e s 8307458 | $344,944 | $358,099 | $392,579 | $405,168 | 8390,091 | 8409,814 | $435.284 | $498,695 | $599.574 | 8635,622

Index of Change in Aggregate Dollar Sales: : . _ ‘ ’
Apparel and Accessories......occvvnrersanns 100.00 112.37 115.50 120.56 130.40 124.50 130.79 138.41 161.48 | =206.44 224.30 -
Dry Goods, Notions, and Domestics..........| 100.00 124.10 126.96 189.03 144.19 136.34 139.94 L oeans cand
Hardware, Electrical Supplies, Crockery,

Glassware, and Other Home Furnishings....| 100.00 1t5.80 12r.6g 131.32 | 128.43 121, a 126.36 aee
Confectionery and Nuts. ,..... Ceisaeans veees| I00.00 110.79 117.83 124.4 -126.43 - ng.é 125.02 { 132.18 141.36 168.58 208.64
Drugs and Toiletries.........ooniiinyens. 100.00 115.23 117.14 127.5 132,14 129,91 137.32 140.50 155.46 7| 171,02 | 1B2.52
Toys, Games, Books, and Stationery......... 100,00 108.95 114.36 126.90 132.95 131.67 141.98 148.50 171.52 207.27 235-31 .
So£ Fountains, Luncheonettes, an N . - ‘

RestaUrants. . .vvvvevevennsnneencrssncsns 100.00 109.89 | 118.30 130.95 138.53 134.58 140.71 129.86 153.20 177.36 193.79

ewelry...... seseanaas Serterersisaraciens 100.00 108.95 106.63 | no.ga 115. 116.25 123.42 130-55 159.41 -175.86 177.30
Other (inciuding groceries)..vovunneansas _100.00 73.00 84.31 | - 89.87 116.87 1t8.75 130.03 e cese
"Totaleoravrnenrninnss trssisrecaanaranans 100.00 112.19 1:16.47 127.69 1g91.98 126,88 133.29 141.58 162.20 195.01 206.74

(See Tablezls.) Since the definitions of some of the groups

-



dry goods and domestics. According to data in
‘Table 17, for example, dry goods and notions
show a strong rate of growth from 1934 on, par-
ticularly marked in 1937 and 1939. It is impos-
sible to tell how much of this growth was accounted
for by dry goods and how much by notions, but
it can be presumed from the figures in Table 16
that the slackening in growth of importance of
notions may have begun as far back as 1938 and
that the quickening in growth of importance of
dry goods probably did not gather full force until
1942.

Dry Gaods . :

As it is, the growth in the line designated dry
goods and domestics amounted to 60.83%, from
1940 to 1943, the greatest increase exhibited by
any line for the period. If one very large chain,
which devotes less attention to dry goods and
domestics than do most of the large chains, is
excluded from the 18 identical firms covered by
Table 16, the gain is very much greater. It is
hard to see how the supply situation of merchan-
~ dise is responsible for this high rate of growth,

except to the extent that variety chains may have

increased the size and variety of their stocks in
this line to fill up gaps left by shortages in lines hit
by the war. It seems very clear, whatever the
explanation, that consumers showed a perference
to buy these items in variety chain stores.

Toys, Games, and Books

Another line which has shown great strength is
toys, games, and books, with a gain of almost
489, since 1940, particularly marked in 1943.
This may be largely the result of adroitness on
the part of the chains’ buying staffs in securing
. substitutes for the many kinds of toys which are no
longer available because of W.P.B. restrictions on
use of materials. Chain Store Age! reports, for
example, that games and toys, particularly war
games and war toys, made of wood and cardboard
have been offered by the chains; for instance, a
wooden antiaircraft gun 36 in. high, offered by
Woolworth’s in Denver at $2.09 proved to be a
strong seller in that district; commando rifles in
exact wooden models of those used in the army,
were sold by Kresge’s in Kansas City at $1.6g;
and during the year free-wheeling tanks, jeeps,
and planes of hard-pressed cardboard, sand pails
of waterproof cardboard, and other items like
small wheelbarrows and pre-school educational

toys have been highlighted by stores variously
located. ’

1“They are Showing” Chain Store Age, Genera]l Merchandise
Variety Store Exccutives Edition, Vol, 1g, No#. 1-12, 1943,
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Stationery ‘ :

- At the same time stationery (with which toys,
games, and books were combined on Bureau re-
ports prior to 1940) has gone ahead even faster,
and the gain over 1940 is slightly more than 60%,.
This line in 1943 was the most important of all the
lines handled and in aggregate sales was second in
importance only to apparel and accessories.
Indeed, in 1942, sales of 20 variety chains report-
ing on the matter accounted for virtually 50% of
entire non-commercial sales of stationery and
writing supplies in the United States.

Jewelry

Dollar sales of jewelry have shown a steadily
increasing growth. The rise, however, has not
been as great as that for total store sales, and hence
the proportion of jewelry sales to total sales in
1943 was less than in 1933 for the ten chains,
Although it can be supposed that wartime short-
ages and consumers’ tendencies to trade-up may
have prevented this line from responding to war
purchasing power as much as some of the other
lines mentioned above, its long-term trend in
dollars is probablyan increase, Plastic jewelry, for
example, is becoming more important.

Confectionery and Nuts

Perhaps most surprising is the increase in 1943
sales of confectionery and nuts, 479, over 1g4o0.
One would suppose that the chains would have -
been adversely affected both by short supplies of
candy and consumers’ tendency to buy more
expensive candy, Indications are - that some
chains were able to compensate for short supplies
of candy by heavily increased gales of nuts; in
general, also, the chains may have been more
successful than competitors in uncovering new
sources of supply. At any rate, it is clear that
consumers have increased their patronage of
variety chains for confectionery and nuts and that
those who had acquired this buying habit previ-
ously have not been shaken loose from it by the
war. Not only from a long run standpoint has
the growth in sales of confectionery and nuts been
rapid (next only to growth in sales of apparel and
accessories, and toys, games, books, and station-
ery, as revealed in Table 1%), but for 1943 com-

pared with 1942 the line showed the greatest
relative gain of all lines, -

Apparel and Accessories '

I3

As for apparel and accessories, which still con-
stituted the largest chain store line, the trend con-
tinued to be up in 1943. Sales of such goods
showed the next to the highest rate of gain over



‘1933 and accounted for an i percentage

of total annual business. Compared with a few -
of the lines already mentioned, however, the gain . -

since 1940, particularly in 1942 and 1943, was not

5o dramatic. It is unfortunate that for this im-

portant line more of a breakdown could not be
obtained.! From Table 15, however, -and the
similar table for the three previous years, median
figures are available; these suggest that the rise
_ in sales of women’s, misses’ and junior ready-to-
wear and ready-to-wear accessories accounted for
most of the gain, with men’s and boys’ clothing
and furnishings remaining static. It is also pos-
sible to surmise that, if men’s and boys’ clothing
and furnishings were taken out of the figures, the
growth in ready-to-wear and ready-to-wear ac-
cessories would appear even more striking. This
growth- is, of course, an important part of the
variety chains’ drive to upgrade lines and compete
with the department stores on their own ground.
In 1942 the sales of apparel and accessories made
by the 10 variety chains remained about the same
proportion of total consumer expenditures on
clothing and accessories as in 1935. The fact that
sales of apparel and accessories in variety chains
rose in 1943, in the face of a2 normal tendency of
consumers to trade-up and buy more expensive
merchandise, augurs well for the continued
importance of the line.

There is some question about the effect of the
“highest price Line limitations” forbidding re-
tailers to go beyond the price lines they had in the
1942 base period. The suit of the OPA against
W. T. Grant Company has called attention to
alleged violations of the limitations. Apparently
there has been some trading-up by the variety
chains in women’s wear lines, and this may help
t0 explain the continued in the importance
of those lines. Although the OPA has decided to
g0 ahead with the case against Grant, for the rest
of the war period the chains will not be bothered
by this limitation since it was climinated by an
amendment in the new price control act signed by
President Roosevelt on June 30, 1944~ Attempts
are being made currently {mid-1944) by WPB
and OPA to increase the production and distri-
bution of lower-end fabrics and garments. We
may, therefore, see a greater growth in the varety
chains’ appare] line in 1944 and 1945-
news in the Chain Store Age indicate, for example,
D

*Cenaus data for 1
Per'm.i:]dmm' or
accessories, nearly were
m:m-ﬁ““(inuderofnlu)m:.m'l g
(including boys'); silk and muslin underwear ant i
Beckwear, scarfl, and handkerchieh; girly’ and infans’ widts
; and millinery, U. §. Buresu of the Census, 0p.cit., p. 101

varicty stores with annual sales
ﬁomsrﬁ’m that of 20% dwﬂl"é’&z

Items of

that the sales volume of women’s work clothes has
been emphasized in stores of many of the chains.

. Changes Within Merchandise Lines
Evidences' of the wider scope: of chain store

offerings are the following descriptions by Chain
Store Age of merchandise sold in individual stores

.of various chains: H. L. Green, damask draperies,
"$2.98 to $7.98 a pair; rocking chairs for children

in simulated maple, $3.29, $4.59 and $6.49;
chest of drawers, $7.00; McCrory, umbrellas,
$2.69, $3.29 to $3.79; Kress, ready-to-hang wall
paper, $2.19 a box; and- Woolworth, baby’s
layette, $11.37; new line of glazed-surface pottery
cooking utensils, up to $6.95 for a double boiler,
$3.45 to $4.45 for casseroles. T
On the questionnaire sent, out by the Bureau, it
was asked: “What major line or lines of merchan-
dise did you find it necessary to discontinue selling
in 1943?” ‘Sixteen firms answered, 11 with

- “none” and 5 with positive answers. Virtually

all of the lines dropped were in the hardware and
home furnishings category. Ia all other lines the
chains apparently felt that they had been able to
make adequate substitutions. The following.
comment of one progressive chain is typical: “A.
few scattered items were not ayailable and dis-
continued, but in most cases these items were
replaced with substitutions. | However, these
irregularities have made no appreciable difference
in any major line.” Only one chain, of naoder.a.te
size, reported discontinuance of a major line
because of low gross margin—$1 house dresses.
To the question “Can you tell us the major
lines of new merchandise you added to your in-
ventory in 1943?” 15 answers were reported.
Only two answers were positive. One firm re-
ported adding cookies and enlarging the dry goods.
offerings, another added ladies’ l;c_ady-to-wear and
* wear. Several of the negative answers were
qualified, for instance as follows: “No major lines
were added, but many items were _addcd to
different lines,” and “Nothing outstanding; n}mf:
ly increased and spread available merchandise.

" It can be said without flattery that th'c chains
have shown great resourccfulness in keeping their
stores stocked. The trend toward widening hn.es
and trading-up has been pronounced. The public
has shown it was willing to take advantage of this
trend. Indeed, in view of the signs of a transfer of
business to the department stores, it may be true
that the limited price varicty chain managements
cither did not wish or have not been able to go
quite so far in this direction as the public might
have desired.
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OPERATING RESULTS FOR REGULAR MERCHANDISE DEPTS.
(Soda fountains, Luncheonettes, and 'Resfaurants Excl_uded)

As indicated in Tables 15, 16, and -15 soda
fountains, luncheonettes, and restaurants have
contributed heavily to the sales of the larger chains.
The growth in dollar sales of these departments
has been steady. In 1942 and 1943, however,
sales in soda fountains and restaurants have not

gone ahead so fast as the sales of some of the

merchandise lines—no doubt partly because.some

customers were patronizing more expensive eating

establishments and partly, perhaps. even prin-
cipally, because the chains were unable to expand

far enough ‘the use of their physical facilities for

serving food and refreshments.

As in previous years, a table has been prepared
to remove the influence of soda fountains, lunch-
eonettes, and restavrants from the operating

Table 18. Operating Results for 21 Variety Chains for Regular Merchandise Departments: 1943

Soda Fountains, Luncheonettes, or Restaurants Either Not Operated or Excluded
_ (Net Sales in Regular Merchandise Departments = 100%, dccpt where noted) N

With two exceptions, none of the chalns in the first

up o
operated such depariments in one or more of their storea, - 0 oo 8oda fountal
*In deducting figures for soda fountains, luncheonettes, or restaurants from

of administrative expense or interest to these departm
indirect charqges.

*The figures for stock-turn based on monthly inventories are based
in Table 17. Bulletin No. 118, Expenses and Profita of Liml

T Mediant Figures Aggregate Figures
]
| Percentages Computed from ehe | £o IS CRNPRIES T00, (e
! Fi of Each Chain Taken H
Ites BT O ndivid ually n Chains in Eac&g’t;mba-of-Swm
R Number of Stores ~ Number of Stores
Less than 0~750 Less than 50-750
, . ) i 50 Stores tores 50 Stores Stores
Number of Chains. . ...oiveeeess Toreaernareasass Ceneeenns 12 9 12 9
Aver'age Sales per Store: | -

Total (including Soda Fountainy, Luncheonettes, and Restau-

TAOLS )2 st e ieaarian sttt e et i aaras $333,421 $93,00 $32

Regular Merchandise Departments Onlx .................... $78,890 307,283 90:94; g:gﬁgg

Percentage of Stores Having Soda Fountains, Luncheonettes, or i .
: Restaurants?........ sesesssncnans sreseness ressaunnsssans reas .. :1.1[% 27.7]%
Operating Data for Regular Merchandise Departments:

Net Cost of Merchandise Sold (including freight, express, post-

age, and truckage). ... vreeeeiiietiienitaairiitanenana, 63.69% 64.70% 64.849 65.27%
~ Gross MARGIN. ..o uerusiiienaneeeeeeeees arerean Ceraan 36.31 35.30 35_13 ¢ 327% °

Expensel: le ’

Salaries and Wages.....c0vuvses ferererrerneas teresanana 17.94% 14.62% 17.16% 4.

" Tenancy Costs.......... 3.02 6.31 - g.91 ° 3,‘,‘2%
Light, Water, and Power........... ; 0.6 0.70 0.62 ot
Supplies.,............ sesasssesicnnaass tresisanesas ves 0.7 0.85 1.0 0}4

‘ Other EXpense..o..oue... frererreneaeanan, tersesasann .. 3.93 4.12 3.7 4.02
Total Expense before Interest....oovvnvvvenainiiina, 27.14% 27.15%

N 0 26. 26.18
Total Interest.....ouvvoua... Stsesrensinaas serresatanaan 1.35 1.25 ,_;2% ,.;4%
‘ b ' 3 -
Totar Exeexse including Interest........., Ceeresaaaees . 28.60% 28.28%, 27.80% 27.52%
l\fz'r Pnorrr....._ ....... LR R T LR L E T TR, crreenvensan 6.03% 6.97% 7.36% 7.21%
Rate of Stock-turn (times a year): _
Based on Beginning and Ending Inventories..... ferrrarens 4.10 4.40
. Based on Monthly Inventoriest..... fiereereen freaererenas 3.32 4:02 ggi 1?2
Distributﬁ:n of Stores among Cities with Populations of: ' '

Less than 10,000.. ... srerannus fereireeanaas crraneans cees

10,000-25,000, ¢ s+ 0res evierenan Lo Lo Z;-:ﬁ% 24.55%

25,000-100,000. 4 e s asrurrrcnstossnsesnsn S . o -07 23-3

100,000—500,000. + + +assseses 5'%2 25.5

500,000-1,000,000 + .+ sut .+ . g 12.2

1,000,000 or More...... e o.g; ;g&

—_— e —————— e
1AN the medlans were set independently; therefore the sum of the individua) items d e

0€3 Not necessarily equal the total,

ents was possible; consequently, the expense {tems

the consolldated figures for

1942, B
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ny, luncheonettes, or restaurants, All the chaing in (he second group

chaine operating such departments, no ajlocation
here given are overstated by the amounts of such

on data for 8 firms In the |
- th d small chaln
Nore: All the ¢ chains in the second group and 11 of the 13 chalna in the first group were [dentical with those

group,
ted Price Variety Chalnain Included In the corresponding clasaifications



results, since such departments are not typical of

the balance of variety chain store operations and

are not operated at all by many of the chains,

particularly the smaller ones. In Table 18, op--

posite, chains have been classified in two groups,

- those with less than 50 stores and those with from

50 to 750 stores, and figures prepared excluding
_sales, margins, and expenses for soda fountains,
* luncheonettes, and restaurants.

Results for Large Stores Su-bstuntially Changeti

- The effect of eliminating the department was
immediately to show a reduced gross margin
percentage in the case of chains with more than
50 stores, which is the group comprising most of
the chains operating these departments.. The
drop was from a median of roughly 369, (a special
tabulation of gross margin data for the g large
chains, prior to excluding soda fountain figures
resulted in a median of 36.37%) to a median of
35.309% with soda fountains and restaurants
excluded. |

~ At the same time, the expense rate was lower:
28.2897, with the department excluded, and
28.989, for the same nine chains before excluding
soda fountain results. Moreover, because it was
impossible to allocate administrative expense or
interest to the department when its figures were
deducted from the consolidated figures, the ex-
pense items in Table 18 are if anything over-
stated.

Figures for chains with less than 50 stores, only
11.119, of which had soda fountains, luncheon-
ettes, or restaurants, were of course not affected
so much by the exclusion of those departments.
The net result was to bring the. figures for both
categories, chains with less than 50 stores and
chains with from 50 to 750 stores, much closer
together,

Stock-turn

The rate of stock-turn was somewhat lower
when the figures for soda fountains and restau-
rants were excluded. Many of the supplies for
such a department are perishable and, therefore,
are not normally carried in very large stock. In
Table 19 are set up stock-sales ratios for 17
variety chaing with figures for soda fountains and
restaurants excluded. Comparison' of Table 19

“with the right hand column of Table 12, which
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was presented earlier, shows that the higher refa-
tion of stocks to sales, which showed up when
figures for soda fountains and restaurants were
excluded, persisted throughout the whole year.

Table 19, Stock-Sales Ratios! for 17 Variety
Chains for Regular Merchandise Departments:

1943
Soda Fountains, Luncheonettes, or Restaurants Either
Not Operated or Excluded
Number of Storea
Month Lessthan 5o Stores] 5o—750 Stores

Number of Chains...ccevaus 8 9
January, 1943 3.7t 3-49
Fcbruar;v ................... 5.49 3.38
March..cvsenssssnnsssnnass 3-73 2.93
Aprilieuaececnnrirrnenanns 3.23 2.70- °
May..eoesanaronsinrarenses 53.52 2.95
£ S e 3.67 2.96
WYeeecaaasoarsnsaanarcanse 3.75 3.15
]I\ugust ..................... 3.71 - 3.36
September..o..oiiineaiiiess 3.64 3.24 y
OCtObET. . csvsrvsrsnsanraans 3.45 3.02
November. coeecsaveraarses . g.41 ‘ g.00
Decemberaciieassressorans . 2.01 ¢ 1.82
January, 1944 eeerererereene}’ 3.871’7 : 3.40 -
_—————

based on data for 7 chains.
T{ﬁ“&o“g'fjﬂ:au mv::m:y for end of preceding month to sales for the

month. .

. chains In the second group and 7 of the 8 chaina in the

Nors: ﬂ‘&%ﬁ were i?mggal with those Included in the cbrrespondin
clasaiﬁmtfonl shown in Table 18, Bulletin No. 118, Expenses an
Profits of Limited Price Variety Chains in 1942, ‘



'LONG-TERM TRENDS IN OPERATING. RESULTS

. In Tables 20 and 21 afe portrayed the operating -

results for 15 identical variéty chains, in 1929 and
from.- 1931 to 1943. ~ The behavior of the gross
margin percentage, expense. rate, and sales per
store are reproduced graphically;in Chart 2, with
comparable figures for department stores taken
from the Bureau’s department store studies. This
brings out clearly several significant facts.

A

‘Sales, Margin, and Expense for Variety Chains

. and Department Stores Compared

The rising trend in variety chain gross margin
matches closely the same trend in department
stores. Both show-about the same slight degree
of drop in 1943. Indeed, since 1938, the ratio
between department store margin and the variety

- chain margin has remained. surprisingly constant.
The variety chain margin, although at a slightly
lower level than department store margin, has

.over-a long period grown closer to the department
store margin, - . . '

. The, variety chain expense rate has also shown
the same general fluctuations as has the depart-
" ment store expense rate, although its fluctuations-
have been less violent., From 1932 on, moreover,
the variety chain expense rate and the department
.store expense rate _have grown closer together.
There is a suggestion, both from expense and gross

margin, that variety chains have become in many -

respects low-price department stores.
" In sales per store, variety chains again showed
the same ‘general tendencies as department stores.

Variety chains, however, showed slightly more

stability, their sales not dropping off so far in
depressions and not climbing up so steeply in
recovery, periods. The failure of variety chains to
- go ahead as fast in 1943 shows up very clearly—a
tendency completely at odds, not only with the
- movement of department stores sales, but also
with the trend of consumer expenditures reported
by the Bureau of Foreign and Domestic Com-
merce. . : o
» It will be noted that changes in the curve for
_variety chain sales anticipate changes in direction
- for the department store curve. The downward
" trend for the chains accelerated a year before that
for department stores; the upturn in sales also was
a year ahead of that for department stores; the
upward climb picked up first; and in 1937 the
sales began to slacken before the sales for depart-
ment stores. This raises the query of whether the
behavior of the curve in 1943 presag

K [ es aslackening
in department store and other retail sales for 1944,
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It might be fun to play with answers to this ques-
tion, but the plain fact is that shortages of mer- -
_chandise may have much to do with the 1943
behavior and, since that is a new factor, there can
be little basis for prophecy.
Sales at New High in 1943

In Chart 3, statistics for average sales per store,
“aggregate net sales, and aggregate number of
stores are pictured for 7 variety chains from 1924
to 1943. In the 20’s the aggregate number of
stores was increasing, and with average sales per
store first rising gently and then falling gently
aggregate net sales climbed steadily. But begin-
ning in 1929 aggregate net sales fell, despite a still
increasing number of stores. In 1933 average
sales per store began to rise again and, with the
number of stores from then on about stationary,
carried aggregate net sales up to a new high in
1943. :

Trends for Different Volume Groups

In Table 22 are given the operating results for
two sales volume groups, chains with total net
sales of $500,000 to $10,000,000 and chains with
total net sales of $10,000,000 to $150,000,0001,
over the period 1935 to 1943. This table reveals
the same trends that have been discussed above;
but here the trends are at different levels—the
group of smaller chains showing higher gross
margin and higher total expense percentages. It
is worth noting, in particular, that the group of
smaller chains, although showing a leveling off in
gross margin in 1943, did not carry it to the point
where it actually was lower than in 1942.

, In Table 23 are given selected balance sheet
items of 7 large variety chains from 1935 to 1943.
The rise in average dollar amounts per store for
Inventory, plant and equipment, and net worth is
marked. As shown by the index, net worth in
dolla::s per store increased steadily and reached a
level in 1943 more than 309, higher than in 1935.
For plant and equipment, the rise was steady
}mtxl 1942; indications are that a drop occurred
In 1943 from the immediately preceding years.
I.t 1s1n Inventory that the change was most sensa-
tional, with the rise from 1935 on at an accelerat-

ing rate, amounting in 1943 to 193.4% of the 1935
figure, .

L

YThe basis for classification was sales in 1g35.
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Chart 2. Margin, Expense, and Sales Data for I'Vs'lriety Chams and Independent Départment
. . Stores:! 1929-1943
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Table 20. Operating Results per Store for 15 Identical Variety Chains:-

1929, '1931-194_3‘

L —————————————— —
Items 1929 1 1931 1932 1933 1934 1935 _| 1936 1937 1938 1939 1940 _‘xw * 1942 1043
Average Sales pc.r Store.ussciennrannss veanssaaaen ! $227,578]1 $173,482| $149,063; $153,607| $170,362| $175,077{ $188,811) §192,412{ $182,352) $1 99,544 $200,789 355_9,479 $266,431) $285,386
Net Cost of Merchandise Sold )(mcludmg freight,’ ol se1m600ls ) o800l Ser0 21l s1rental s ocl 110 a8] 510 SRR I :
express, postage, and truckage).ciiac i i v e ee. ..ol $153,168] $117,647] $102,189] $98,920( $110,811 114,7 122,725/ 8124,800] $119,338( 8129,473) $130,051} $145,356( $167, $180,158
GROSS MARGIN. . cevnvunsnnnn assnssrnecaneesenss|l 74:380| 55835 46,924] 54,687 50,551] 6Go,319 66,08 67,603 63,014] 67,071 70,738 3 2143 99:§§‘§ 105,228
Salaries and Wages...coveecanianans N seeves]| $20,465[1 $22,701] 319,389 $21,284( $24,418¢ 824,758 $26,587) $28,320] $27,067] $28,086 829,336 834,011 $40,054] $43,664 -
'I‘enancy GOS8 i venransrannoracesussnngnnunsanns 15,790 15,920 15,952 lﬁ,g!g 16,791 17,043 17,511 17,810 18,116 18,537]" 18,650 .
Light, Water, a.nd Powcr. cenenas Nersteasaanrsanns 20,076/ } 19,789 } 19,578] K11 1,782 1,814 1,88 1,960, 2,043 2,058 - 2,129 2,191 2,163 2,076
Depreciation of Fixtures and Eqmpmcnt. eearraants _ 5 1,579 1,385 1,457 1,501 1,579 1,600 1,606 1,686 1,756 1,75
Supplies......onnene. Ciesaaaearaas Crseaansees . 3,687 2,523 1,929 2,072 2,284 . 2,463 2,557 2,678 1,938 1,944 2,088 2,431 2,557 2,5
Advertising....ceenaaesrieassiatanasen Cerricaas 380 424 463 zgﬁ 478 548 g‘;g 690 6 743 904 72 10371 . go7 .
Jnsurance {excepton real cstate)erenenans veesans . 19 559 650 0 710] 730 731 718 743 783 79 013 8g2
Taxes (except on real estate or income): : 8 8 ' g 266 8 :
Sales,.....cc0nann sereraans thessnarsnuse 387 593 §27 331 282 282 2 281 257 191 16
e T S teerreaen Cerareanan Cerreane 665 624 } 637 680) 731 887l 1 ,(1)%4 1,77 2,074 2,001} 2,028 2,200 2,415 2,462
o Miscellaneous. .. A TR T TP RPET RSP 2,491 1,799 1,671 1,422 1,307 1,436 2,002 2,11 2,229 2,401 2,570 3,200 4,037 4,317
Total Expense before Interest, .oveeeseneeenns ceeeoff $57,683( 8484100 844,312 846,037 $49,042| $50,297 353.540 $56,844| $55,765| $57.373| $59,735) $65,769] $73,660|- $77,306
Total Interest. ..ooouenan- veeaenn ceevans Ceveaas 3,198 2,613 2,414  2,6a4] 2,748] - 2,820, 2,81 2,847 2,922} 2,953 8002 9,364 9,638 3,982
ToraL Expenst including Interest..civaeiisecaneas 860,881'1 $51,023) $46,726] $48,681] $52,690] 853,117 $56,553| $59,691| $58,687 $60,326 862,827' $69,133f. $77,298] 881,378
Net PROFIT.eceevnienen Cvesesactusunnra erisress ] $13,499( 394,812 $198] $6,006 - 86,861 $7,200 89,533 87,912 84,327] 86,7450 7911 S15,010 $21,78q9) 823,850 °
Net Profit from Real Estate Operation....s.visavas. . i1 . vers $2,130 S$2,027 82,032 32,567] 82,975] $2,831] 82,858 Sn,glﬁr' $2,770] $2,846] 82,804
Interest on Net Worth (except on real estate, lease- ) | - '
holds, and goodwill}............ cetsresarieans ceen e ces- 2,539 2,813 2,880 2819 2,840 2,884 2,954 3092 3,352 3622 2.,071
Other Revenue, Net..... cetena ttsesennna cieene R | B cees A L. 123 167 412 207 212 247 362 361 s50 ‘L.1g3 Ho
Total Net Other Income..ccoevaiseiuaariaenss . $6,095/| $4,061] $4.820] 84,546 $5,007) 85,333] 85,503| 386,027 85,962L $6,174) 86,365 $6,472) 86,325 86,855
NeT Gam before Income Taxes..coiveeavacsnnsn A 819.504i| $9.,773] $5.018| $10,552| $11,868] $12,533| 8$15,126] 813,930 810,280 $12,019| S14,2760 $21,482] $28,114] $30,705
NetTaxesonInoomeandExeusProﬁts........... 2,500 3,957 . 10,375 18,181] 20,071
Ner Gmaﬁalnoome'faxu‘ ........ PR | E. e $10,526| $10,4519 Stl,ao'g “$10,199 31,0,910

iFigures for this item are based on data for 13 firms having 99.5% of the total sales volume of the 15 cha.lnsln each of the years 1939 through 1943 Excess profits tax credits (postwu refund and debt retirement credit)

have been deducted from taxu for 1942 and 1943



Table 21. Operating Results for 15 Identical Variety Chains: 1929, 1931-1943

(Percentages Computed from the Aggregate Dollar Figures; Combined Net Sales = 100%, except where noted)

Items - I 1929 1933~ 1934 1918 1936 1037 1938 1939 1040 1043 1942 1043
Aggregate Number of Stores............... esecans]| 1,579 2,085 | 2,18 2,188 | 2,21 2,261 2,303 2,341 2,374 | 2,395 | 2.405 | 2,420 | 2,430 2,418
Aggr:g:tc Net Sales (in millions).e.vveenearseaens 8359 8362 $32 $336 8378 $a96 8435 %450 | "%433 $456 $483 8555 $647 $6g0
Average Net Sales per Chain (in mﬂhons) 823 $24 $22 $221 | $as5t -$26 $29 $30 $29 $30 $32 $37 | %43 846
Average Sales per Store (in thousands)............ 822 $173 $149 $154F | $170% $175 $189 $ig2 $182 $191 $201 $229 8266 8285
Index of Change (1932 = 100):
N?:mbu-ofsgt:)rgsggucham) sersaraassasaans 2.8 95.-4 | to0.0 | 100.I 10t.5 | 103.5 | 105.4 | 107.1 108.7 0g. 110.1 110.8 111.2 110.7
Net Sales per Chain..ciuvveessveosasarsssaanssfl 110.3 1.t | 1o0.0 | 103.3 | 115.9 | 121.5 | 133.5 | 138.3 | 132.9 40.1 148.3 | 170.5 | 198.8 | z11.9
Average Sales per StOTviuivasssnnerneassesans.|| 152.7 116.4 | 100.0 | 103.1 | 114.8 | 117.5 | 126.%7 | 129.1 | 122.3 27.8 | 134.7 | 154.0 | 178.7 | 191.5
Net Cost of Merchandise Sold (including freight, ex- i .
press, postage, and truckage).ivesviavrvanraaese|| 67-3%|| 67.8%| 68.5% 64..3% 65.0%| 65.6%| 65.0%| 64.9% Gs.g% - 64.8%| 64.8%| 63.3%| 62.8% 63.1%
GROsS MARGIN, .. cvanvvanves cemersrrarreananced 32.7 32.2 31.5 35. 35.0 4.4 35.0 35.1 . 35.2 35.2 36.7 37.2 3b.9
Salaries and Wages.......ooctivircnnessascnsnass 13.0%|| 13.1%| 13.0% 13.9%| 14.3%| 14.2% :3.1% 14.7%| 14.9% 14.9%} 14.7%| 14.8%} 15.0% 15.5%
Tenancy Costs..ucuvannans reesaracane wrereaessas [ i I 10.3 9.4 g.1 ] 8.7 9-4 9.2 8.9 7.9 7.0 6.5
Light, Water, and Powu- ........................ 8.8 11.4 13.2 I.1 1.0 1.0 1.0 1.0 I.I 1.1 1.1 0.9 0.8 0.7 -
Depreciation of Fixtures and Equlpmcnt ........... .1 0.9 0.8 0.8 0.8 c.9 0.8 0.8 0.7 . 0.7 0.6 -
Supplies...... renean Tetsuessenmnnseeesrasanna 1.6 1.5 1.3 1.3 1.3 1.4 1.3 1.4 1.1 I.0 1.0 |- 1.1 1.0 0.9
Advertising..eoviviierennivensennans arranssaane 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.4 0.5 0.4 0.4 0.3
Insurance (a:oeptonrcal amte) ..... 0.4 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.3 0.3 0.3 ,
Taxes (except on real estate or income): . .
Sales..ivsenncancariisensnins seasanesaneseane 0.3 0.4 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1
c Other . iiiiiiiiiian s A °-3 0-4 0-4 0.4 o.g 0.5 a.6 0.9 S L.1 1.1 1.0 1.0 0.9 0.9
Miscellaneous Expense............ tsassssasaraes 1.1 1.0 1.1 | o.9 0. 0.8 I.1 1.1 1.2 I. 1.3 1.4 I.5 1.5 .
Total Expense before Interest......ccu.... veceess|t 25-4% 27.9%| 20.7%| 30-0% 29.3% " 28.7% 28.5%| 29.5%| 30.6%| 30.1%| 29.8%| 28.6%| 27.7%| 27.1%
‘Total Interest...... tieeseeosascnceannsannanaanns 1.4 1.5 1.6 1.7 [ 1.6 1.6 1.5 1.5 1.6 i 1.6 1.5 1.5 1.3 1.4
ToraL Expense including Interest.......cooueen.. .|| 26.8%| 20.4%| 31.3%| 31.7%| 30.9%| 380.3%| 30.0%| 31.0%| 32-2%| 3:1.7%| 31.3% 30 1%| 29.0%! a8.5%
NET PROFIT.cavainssnssnssansanss . 5.9%| 2.8%| o0.2%| 3.9%| 4.1%| 4.1%| 5.0% 4% 2.4%| 3.5%| s$.9%| 6.6% 8.2% 8.4%
Net Profit from Real Estate Operations,......u.iu. . . . 1.4%| 1.2%| 1.2%| 1.4%|  3.5%| 1.5%| 1.5% 1.5%| 1.2%| r1.1% r.0%
Interest on Net Worth {except on real atatc, lusc- ' !
holds, and goodwill).......... shesrrrrraansenanas “eie ees 1.7 1.6 | " 1.y 1.5 1.5 1.6 1.6 1.5 1.5 1.4 1.4
Othu'Rcvcnue, Netiisiiasoaneanen rreesennenn aeee . eee L. 0.1 0.1 0.2” 0.1 0.1 0.1 0.2 0.2 0.1 . 0.1 0.0
Total Net Other Income.avesiviarenne. 2.7% _2:8% 3.2%| 8.0%| 2.9% 3.I%J 3.0%| 3-1%| 9.2%| 3.3%| 3-2% 2.8% 2.4% 2.4%
NeT Gan before Income Taxes: ' ' 7 T i '

Percentage of Net Sales...iuuvvinneenercnnas 8.6%| 5.6% 3.4% 6.9% 7.0%| 7.2% 8.0%|  7.2%} - 5.69%| 6.8%| 7.1%| 9-4%|- 10.6%} 10.8%
Percentage of Net Worth.o.oovivsnrsnensanss weell 20013 10.7 5.7 II. t2.53 | 12.8% | 15.0f | 13791 | 10.1 12.1 13.0 19.0 24.1 25.1
Net Taxes on Income and Excess Profitst. ... verast, . cran .e . . . . 1.3% 1.9%| 4.5%| 6.8%| 7.0%
NET GaN after Income Taxest......... P sene . 5.-5% 5.2% 4.9% 3.8% 3.8%
Rate of Stock-turn (tuncsamr) Based on Beginning ) . ) : . .
and Ending Ipventorics. seieieneiisniriieennans 5.2. I 5.3 5.1 4.9 5.0 5.0 5.1 4.9 4.9 5.1 |~ 4.8 4.3 4.2 4-4

';‘l‘he statement of one firm did not cover a full fiscal year. This average is adjusted to reflect the sa.lu for the entire period.

Because of inadequate balance sheet data in the case of one chain, the figure for net gain as a percentage of net worth was not basad on the reports of all the chains in the group.

1Figures for this item are based on data for 13 firms having 99.5% of the total salea volume of the 15 chaing in

have been deducted from taxes for 1042 and 1943,

of the yeara 1939 through 1943. Excess profits tax eredits {(postwar refund and debt reﬁnmen_tluedit)



Tablo 22. Operating Results of Variety Chains with Net Sales of $500,000°or More: 1935-1943
L L (Percentages Computed from the Aggregate Dollar Figures, Combined Net Sales = 100%) ‘ '

, ‘Group and Items R 1935 l . 1936 1937 | 1038 | 030 | Toa0 | m0ar | 194z | 1043
'7 Identical Chains with Net Sales - . .
of $500,000 to $10,000,000% : ~
egate Number of Stores.......ocoreuuiyanes F g | 377 | 304 | 407 | 416 [ 42 37 439 | 439
Average Sales per Store (in thousands)...... .| $67 7 573 869 $72 $80 gt $106 | 8115
. GROSS MARGIN, vveteeenans Ceeseeserensasanaras 34.0% | 34-5% 35.1% | 35-0% | 35-7% | 35-4% | 36:8% | 37-4% | 87-6%
" Salaries and Wages.s . oouseeeraresinsanareaasen :g.g% 13.8% 16.3% | 16.9% | 16.8% | 16.3% | 16.8% | 16.8% | 17.3%
Tenancy Costs and Light, Water, and Power...... -7 .0 8.0 8.6 8.3 7-9 7.1 6.5 5.9
Depreciation of Fixtures and Equipment..........] 1.1 -} 1.1 1.0 1.2 I.1 1.0 I.1 1.0 o-g
. Supplies. . svrrensricsncrisriiacnns creeeees aass] 1.0 1.0 .z 1.0 |-1.0 1.0 1.0 1.0 0.
Taxes..oaaans B P evnuvasd] O.F 0.7 1.0 1.1 1.1 1.0 1.0 0.9 . 0.9
Other Expense. ..u"ve.. resnsanseas e rennees weo| 2.2 2.5 2.5 2.6 2.3 | 2.4 2.0 2.0 1.9
'TotzlExpmsebcforcIntcrat...................;. 29.6% | 20.1% | 29.9% | 31.2% | 30.6% | 29.6% | 29.0% | 28.2% | 27-7%
_Total Interest....o.ouisereririoravecrusinssess] 1.7 1.4 1.4 1.5 1.5 1.3 1.3 1.2 1.2
’fdrmExrmszindu&ingIntcrest..,.. ..... vieed] 51.3% | 30.5% | 31.9% | 32.7% | 92.1% | 30.9% | 30.3% | 29.4% | 28-9% -
NET PROFIT.....uvnivnnas vevennvesannsssvssnsf 2.7% | 4-0% 3.8 2. 6 . 6. 8.0 8.7%
Total Net Other Income....ocviveaseereans ees| 1.6 ? 1.5 ? 1.9% 2.?% ?.9% ?.g% :?Z;J :.ga 1.7 ?
Ner Gam bdgfnl:\l Incso:]m Taxes1: 7 % %
Percentage et Sales..coiviinvrancane eeaee 4.3 5.5 5.7 -4% .5 6. 8. .8 10.4%0
-~ Percentage of Net Worth. . .voiievesasnssnonns «” 97 %_ x;.o ? xg.4.% 20.;% 28.3% 32.2% 36.1
Rate of Stock-turn (times a year) Based on -
%nnmgandEndmgInventona........‘...... 4.3 4.2 4.1 4.1 4.5 4.4 4.0 3.9 4.1
74Identical Chains with Net Sales of
. -$10,000,000 to $150,000,000% )
ega.tefqumbcr ofStqrs.;... ............. oo 177 1,815 1,847 1,872 1,886 1,8g2 1,906 1,917 1,911
Average Sales per Store (in thousands)..ieaesassss $175 8’191 $194 $185 $195 | %207 $2139 $282 $308
GROSS MARGIN, ccoceeecernncannss cernreons eaae] 32:7% 33.4% | 33.4% 32.9% 33.5% 33.6% | 35-5% 35.8%3| 35-4%%
Salaries and Wages.....covvvusasninnceesonnees| 13.5% | 13.5% | 14.1% | 14.2% | 14.1 14.1 14. 14.4%3| 14-8%
Tenancy osts and Light, Water, and Power.....| 9.2 | 9.2 | 6.1° | §.8.° S8 | e | s | A e
bcpregauon of Fixtures and Equipment.......... 0.8 0.8 0.8 0.9 0.9 0.8 o. c.7% o.Si
Supplies......oaniueas Cressrusrransns feanesaes 1.0 1.0, 1.0 1.0 0.9 1.0 1.0 1.0 0.9
0.6 0.7 | 1.0 1.2 1.1 11 1.0 I.0 0.9f -
| : , 2.2 2.2 2.4 2.2 | 2.3 2.4 2.2 2.4 2.4%
Total Expense before Interest.....oianecvnnseanesf 27.-2% | 27.3% | 28.4% | 29.3% | 28.9% | 28.6 27. 26. 26.4%%
Total Interest..vvveveanssionans EETRTRPRTTPS PR 1.6 | s 1.5 1.6 ? 1.2 ? :.5% Z.Z% x.g?t 1.3
"ToraL Exrense including Interest..ovevenunrnens 28.8% | 28.8% | 20-0% | 30.9% | 30.4% | 30.1% | 29.1% | 28.0%%| 27.7%
- NET PROPIT...convienninnnnns seererierinrians 3.9% .6 . 2.0 . . A . A . %
Total Net Other Income......... sevmvsseernsas "2.6 ? 2.8% g."&% 3.0% 21992 g % § '7'0 Zi?i Z?{?
Net Gam l:u:foit_'lciI In%oaxlné Taxes: ' ' . : '
Percentage of Net Sales...... coveeorseaasanres| 6.5% | 7.4% | 6.5% | 5.0% | 6.0 6. .0 0.2 10.1%%
,Ntlze-rroentagc cifl:::ll:mwa:‘réhé; e .. 14.1? 16.2; t4,.g ° Ig 5 ° 13.3% :4.2% 22.6% ;8.3%:t ggg a:
) axes on In ofits3....... vaceeass| ©. 1. 1. . . . . %Y 6.
NB:{ Gm:va]af;cr Income Taxes (percentage N 9% ° 3% % 11% | 1-8%| 45%| 6.7%} ¢
net sales) ....... e mieeaneaarrraraes e 5.8 .B . . . . . " a, ]
Rate of Stock-turn (times a year) Based on . i 5-6% | 5-8% 5 % | 4 0?6 +9% | 4-5% | 45% | 3:5%% 3 5%
Beginning and Ending Inventories...c.....v0au 5.1 B.I 5.0 5.0 5.1 4.7 4.1 4.1% 4.3%.

__,_—.__—-—'.
*Data not available. See the paragraph on methods, Appendix, page 38.

4The chains were classified according to their net sales volume Inp?oga 3
$For the years 1042 and 1943, one of the seven chalns did not subm!

1 ﬁ data to the Bureau, Information on number of earni me taxes
however, was availabﬂ: from published sources. The sales-per-store and average-number-of-stores figures, therefore, are for‘lth'etmnmm. Thzg;fa:;t}:.imo nac, an

. expe
profit data are the averages for six chains. The net gain before Income taxzes for the gix firms, as Indicated above, amounted to 10. X net worth
for 1943 and 10.1% of sales and 28.8%, of net worth for 1943; for the seven, the corresponding figures were 'lo.z% and 28.9%2 :roxfgﬁ?n?imlln.z: A gn‘:l‘ 10.3% fot
1043. For both years, net gain after taxes remalned 3.5% after the inclusion of the data for the seventh firm. Study of the margin and expense data for the six and
seven chains separately for the years 1935-1941 Indicated that omission of data for 1947and 1943 for the seventh chaln would not invalldate year-to-year comparisons.
slncome tax data were reported by too few chains in this group to make possible the preparation of averages.
SE xcees profits tax credits (postwar refund and debt retirement credit) have been deducted from taxes for 1942 and 1943,
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- Chart 3. Summary Statistics for 7 Variety. Chains: 1924-1943
(Average for 1935-1939 = 100)
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Favorable Long-term Outlook price limits has allowed for greater merchandise
diversification and the stores have become more

Despite the slackening in sales advance of 1943, like department stores. Slackening of sales
the chains should be able to capitalize on the vital-  growth in 1943 does not suggest that the variety
ity and resourcefulness which they have shown in  chain as a form of retailing has become old and

the past. During recent years the abandoning of  stale.

Table 23. Selected Balance Sheet Items:® of 7 Identical Variety Chains with
Net Sales of $10,000,000 to $150,000,0001: 1935-1943

Itema 1935 1936 1037 1938 1930 1940 19041 |  I042 1943

Average Dollar Amounts per

Store for: '
Inventory......... cereaes veeo| 824,337 | 825,611 | 825834 | 823,693 | 827,446') 831,257 | 843,758 | 845,312 | 847,061
Plant and Equipment®...... . 1,283 2,347 5,125 5140 55,766 | 56,417 | 56,040 . *
Net Worth....... veevenneasss| 82,119 4,324 7,787 77t 90,263 | 92,604 | 96,5313 roz,419%( 107,444

Index of Change {1935 = 100) in
Average Dollar Amounts per
Store for:

INVENIOrY..ovussssesoasanssns 100.0 105.2 ro6.2 97.4 112.8 128.4 179.8 186.2 193.4
Plant and Equipment?......... 100.0 102.1 107.5 108.0 108.7 110.0 I11.0 * *
Net Worth.suoeervennaoainss 100.0 102.7 106.9 106.8 109.9 112.9 117.63 | 124.7% ] 130.8

firma. For the six firma glving the data In 1943 and xgqiy‘.1 J&:fm\r‘eﬁ:n:‘e:t per st;;e ullcl!' la:t: zmg“in ec:::;;m:?t ml:
chains v ' 31

*Data not avallable for entire seven
864.68:?::3:93: and $63,245 In 1943 as compared with $57,196 in 1935 and $64,583 In 19041. Thus the

) . 1943
19“;'%22 cllgxfl:siv';ergﬁudﬁcd according to thelr net sales volume in 1p35.

data.
-gﬁfﬁy&"éouu aggregates divided ba :}umber of atorea in operation at end of year.

1Less amortization or reserve for dep: on.
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RESULTS FOR INDEPENDENT VARIETY ST ORES

This year the Bureau was fortunate in receiving -

28 reports covering the operations of 33 indepen-
dent variety stores. In addition the Bureau re-
ceived three rcports which were not sufficiently
detailed for use in the study The figures from
the 28 reports are tabulated in Table 24. It has

‘been possible, in Table 25, to classify the stores
into, two  groups: 20 stores with net sales of less
“than $50,000 per year and 13 stores with net sales
of from $50,000 to $125,000. These 33 stores,
with total net sales of $1,687,040, had earnings of
9.42%, before income taxes, a record which com-
pares favorably with that of the chains.

. The independent stores reporting to the Bureau
for 1943 apparently were larger than the typical
independent variety store. According to the
Census, 5,922 or 569, of the independent variety
stores in 1939 grossed less than $10,000; none of
the stores reporting to the Harvard Bureau for
1943, a year of considerably higher sales levels,
to be sure, had sales of less than $18,000.1

Year-to-year comparisons were impossible be-
«ause this is the first time such a group of stores

_ has-reported. The stores were asked, however,
how their 1943 sales compared with 1g42 sales.
The median rate of increase was 18.739, which

. was higherthan that of the chains as a whole but
remarkably suggestive of the smaller chains.

‘Similarities to Small Chains and Small Depart-
ment Stores
On a numbcr Of points, fruitful comparison can
be made with the small variety chains and small
department stores. This comparison is presented
in summary form in Table 26. The similarities
are striking, whether comparison is made with
-chains with total sales volume of less than $3500,-
.000, chains operating less than 1o stores, chains
with average sales per store of less than 875,000
or department stores with net sales of less than
$150,000. It is particularly interesting that, of
all the comparisons, the figures for the small de-
partment stores showed the closest relation to the
independents’ figures.

Gross Margin

For the independents and the small department
stores the typical gross margin was almost identical

1For comparison, only 172 chain stores, or about 3% of all
«<hain stores were in the léss than $10,000 sales group in 1939.
At the other cxtrtmc, 4 independent stores total sales in
1939 exceeding  $300,000, whercas 576 chain stores surpassed
figure. The chains, with 38% of stores and 89% of the em-
Bloyeu, did 87%, of the variety-store business in 1g939. U.S,
urcau of the Census, op. cit., pp- 112, 116, 120, an 3:21 and

. U.S. Bureau of Labor Statistics, op. cit., p. 1266.

—and it was higher than the ﬁgura for either the
chains with total net sales of less than $500,000 or
the chains operating less than 10 stores, Chains
classified as having average sales per store of less
than $75,000 did have a higher gross margin, but
this classification of chains is less likely to reflect
the overall size of the chain organizations making
it up and there may be a larger proportion of large
chains included in it. Certainly the conclusion
can be drawn that so far as the size of the gross
margin measures buying advantages, the inde-

- pendents were better off than the smallest of the

chain organizations. This may be in large part

-a tribute to the services of the buying groups with

which 24 of the 28 independent firms have volun-
tarily associated themselves. -

Expenses

With expenses, too, the independents were
closest to the small department stores, particu-
larly on the item of salaries and wages. The
chains, on the other hand, showed higher salaries
and wages (this was perhaps the penalty of greater
expenditure for management and control person-
nel without the compensation of large-scale opera-
tions), higher tenancy costs, and as a result higher
total expense. It is very possnble that the inde-
pendents had more flexibility in adapting theu'
expenses to day-to-day needs.

Earnings

The result of a slightly higher margin and a
substantially lower total expense was, of course,
a higher earnings figure for the independents
compared with the small chains. The comparison
with the small chains is more warranted than the
comparison with the small department stores,
since the small department stores had a much
higher sales volume per store. Nevertheless, both
comparisons testify to the fact that well-run small
independent stores need not be at a competmvc
disadvantage, partlcula.rly in comparison with
the small chain organizations. |

The major competition faced by independent
variety stores comes from chain store outlets, not
from one another. It may have been in recogni-
tion of this fact that Butler Brothers, of Chicago,
the largest supplier of independent variety stores,
sought in mid-1943 to change the terms of the

. franchises held by approxlmately 3,000 Ben
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Franklin Stores which it sponsors. Features of the
new franchise are (1) commitments on the part of
the stores to buy all their merchandise with a few
specific exceptions from Butler Brothers, and (2)
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Table 24, Operating Results for 28 Firms Operating Independent Variety Stores: 1943
: - (Net_ salu = 100 %, except where noted )

P Median! and Range Figures
Aggregate
Figures Percentages Computed from the Figures
- for Each Firm Taken Individually
Itema igrcenlatgas Onehalf the Re -
U -
fromot'.'l:‘e) Com- Median! urltl;: Cent:r:d on R{:tel\c}tedif.g.
bined Dollar Figures Lay between the Limits
Figures of the Listed Below -
28 Firms
AggregateNumberofStora........‘ PP 33
Aggregate Net Sales........ccvvureinanais cevenvenersen| 81,687,030 100.00%
Avcrage Sales per Store......oeeuvenes L P RETTTIRS verel 851,122 $43,420 $33,419 - 866,149 -
Change in Sales (1943/1942)....cvvneens Ceerrerrrrenerenes Ceearraens 118.93 112.85 125.92
Net Cost of Merchandise Sold (including freight, express, postage, and ' T .
truckage) ooeiieenns eaeseeenatetiaeasananrentcaranannannies 67.48% 66.84% | 65.08% 69.20%
GROSS MARGIN. « 40 vssansenressnressranntonansnrerscansansasanassss 32.62 33.16 30.71 34.92
"
Salgxriu and Wages: . 7 6471 o
CCUtIVE. v s s nernannnnans et hsatatieesateestperntenntionn .78% -64% .19 8.57%
Other...... Cheneans T rerrareasananeas L coun 3.21 3-08 é.l3 ’ 10.02
Total Salaries and Wages (subtotal).... . Cerveenes Cereareeeereneniea (14.99) 14.85 12.93 15.85
Tenancy Costs (including Heat)......... Chaaisrassatsiiranseaasrsens 2.93 2.16 3.8t
Light, Water, and Power.......... veerneas Ceerreaeenaes Ceereaneenees 3-59 o0.68f 0.461 .94}
Depreciation of Fixtures and Equipment.......... cons 0. ge 0.86 1 0.55 1.02
Supplies. ... Ceretracttssassannnan cevarssneenatne . 0.81 0.90 ‘0.6 1.01
Advertising. ..vv0nvas tressrssssssnunn . e beesestaeiassesennanns 0.45 0.48 0.28 0.70
Insurance (except on real estate)..veerearrecnissstrssrsrsairssrnnans 0.44 0.32 0.56
Taxes (except on real estate or income): 1.30
Sales..covvivienns tesssasareares ressaen teessrraerrens 0.00 0.00 0.00
Other,.voviiiiiianns crareananes Ceverasenans Ceteraererraraaeann : o.69 0.55 0.85
Miscellaneous Expense....ceeveaarss easeassaurTrrsEr et s 1.84 .42 1.01 1.82
Total Expense before Interest.....ovrnvevronss S rrrarnesienaananee oo 28.90% 23.70% 21.44% 25.790%
Total Interest.ceeeeesrsnncanss cianesses . sereen 1.93 1.84 - 1.65 2.40
ToraL Expens including Interest.vevevsiarsssssssesnnsansnnans veere)  25.63% -25.70% 23.33% | 27.51%
NET PROFITt1vsrsesenerosncesnssonssssssrssenanss e riiereiraraans 6.99% 6.32% 4.39% 8.01%
Net Other Income (including Interest on Net Worth)...oovvvense annns 2.43 1.72 1.54 - 2.48
NeT GAN before Income Taxes: ; ! -
Percentage of Net Sales...... Ceeeasairans cerens Creeraenees 9.42% 8.49% 5-88% 11.51%
Percentage of Net Worth2,.vveeseassanerinnsrscssirircnsianavess 26.67 28.22 21.05 39.96
Rate of Stock-turn (times a year) Based on Beginning and Ending - :
INVentories?, . ...eeessssorrsoncasrnssanss tereesiesirrennnn 3.70 3.\64. 3.24 4.41
Discounts and Allowances Received........ diareanes ceseenn creraas vaes * 1.10%t 0.98%t 1.19%t
Freight, Express, Postage, and Truckage......icvsveeaanncinanines PN * 1.5t1 1.261 2.0z}
Change in Couht{r Population (March 1, 1943/April 1, 1940} 4.00uvenenen 92.95 - 88.20 98.20
‘Pt;pulalionofCityE........................ eeremsesasans 3,558 2,288° 6,495
Distribution of Stores among Cities with Populations of:® .
Less tham 10,000, .. csecssssssossssasssesreasstantonsesss 2z . veee
" 10,000-25,000. s cassarensss 1 .
25,000~100,000: «ssaccossanss 2
100,000-500,000, ¢+ e ssensrnvess ceneua 2 e
500,000—1,000,000.+sasssssssnsrrasirrssace ; sere

1,000,000 OF MOre,soncissannonrersrsoaces

ﬁ

*Data not avallable. {Usable figures for this item were glven on lesa than 75% of the reports.

1Al th I t independently; therefore the sum of the individual items doea not necessarlly equal the total.
"?He ﬁleﬂg l‘:ﬁﬁ:ﬁ:ﬁx wcre%;scd on the reports of 25 firms giving balance sheet data.

*The figures for thia tem were based on the reports of 2

7 firma. .
Adapted from® Estimaotes of the Civilion Population of ths Uniled Slales by Counties:

Cene, e ropans & 'Zﬂﬁig two stores, only the location of the principal one was indicated.

81 the case of reports cov
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Table 25. Operatmg Results for 28 Fn'ms Operatmg Independent Variety Stores
. Classified According to Volume of Sales per Store: 1943 . oo

N (Net Sales = 100%, except where noted) ;
— Media:l—l:'!sures © Aggregate Flgures
Percen ted from-
Percentages Computed from mecmmmm
-. theFlgumd of the Firms in Each Sales-
Items Taken Individually per-Store Group
Sales per Store : Sales per Store ™
Less than Sso.ooé-— Less than $50,000~
L $50.000 125,000 $50,000 125,000
Number of Reports...... eresririaeeans chansasen tarserraemaans ceeenn| 18 10 18 . - 10
Number of Stores. c.vveenviraivitrinanran ceresageseenaae 20 13 20 13
Numbcrochmbu'sofVolunta.ryChmns ..... S 15 .9 15 9 )
A}vcrageSalupu-Store................:..........,—., ........... eees} 937,398 | 870,868 $36,631 $73,418
Change in Sales (1943/1042)scvcnceciiinnns e seee| 11723 120.33% sase
Net Cost of Merchandise Sold (mcludmgfrught, express, postage, and '
L 1 T - T oA T eraenns 66.84% 67.09% 68.4,8% 66.58%
GROSS MARGIN. savvanenersoranras sestesstessararsnrans evsreeseasas .33.16 32.903 _ 31.5 33.42
Salarics and Wages: " i '
EXCCULVE, v v rasusensnanncsesasssssrassanasssannannnnns ceeeans .- 8.05% 4.29% 6.57% 5.17%
Other. . ivvvrennvrcensrarnvresnnen reeeas fremesresnietenrtranns 6.20 10.45 7.55 to.%g
Total Salaries Jand Wages (subtoral)....:-.. ................ veveranens 14.39 15.05 (14.12) (15.66)
Tenancy Costs(mc]udmgHeat) .............. e 2.93%1 2.90 62 3.60
Light, Watcr, ANd POWET 11 vvsessnnssaasnnorasans ceeneesanes s 0.63t o.81t 3. :
Depreciation of Fixtures and Eqmpment ieverssusasrsrsasasenarannrans 0.81 0.87 0.58 - 0.83
Supplics, .. ..0us seaass surseerrrnaans ssssversrrseavunn cevans essenns 0.91 . 0.84 . 0. 0.74
Advertising........ ceansasssans D R T T PP AN sases 0.57 . 0.37 0.56 0.37
Insurance {(except on real eState).eeeccveesraonsarsasrrunresss vessesan 0.44f 0.39 0.41
Taxes (except on real estate or income): ' ‘
Sales,enrvesrcrcossrnensncassnnenns 0.00 0.00 1.40 0.04
ceee 0.62 0.74 i .77
cea|-  I.23 1.50 1.52 2.05
Total Expense before Interest.o.e...... sereeenes tereesasacannenasenes| 2208 % 24.75% 22.69% 24.47%
Total Interest. eneeesssiiiierennanans sessrarariennas 1.33 . 1.69 ? 1 gg ? 1.97
Total Exrense including InteTest....cuvurserensvorssscsssasannnnanes| 25.45% 26.59% 24.56% 26.44%
Ner Pnon'r ...... fevenee 6.22%, 6.52% 7.00% 6.98%
Net Other Income (5cludmglntu‘atonNetWonh).. 2.00 1.70 1.89 2.85
Nz; ,G'AIN !.»cf'o;:c;v Incgﬁe Taxes: . 8.33% , o !
ercentage of Net Sales......... twsessssiriiibasasnanns revnan rrana -33% 8.78%, 8.89% 9.81%
Pcrcmta.gcofNCtWOrth’ ........ srrosacs sheessssenans sssssnsnnans 27.92 32.38 ] 3],53 ? 24_.46 .
Rate of Stock-turn (umuay&r)Ba.sedonBcgmnmgandEndmg T
. Inventon.es‘.f................... ................. sevessaranvs 3.52 4.04 g.52-  g.86
Change in County Population (March 1, 1943/April 1,1940)%............. 92.15 g7.70
pula&cnofCity P taesreascrsrasesans D 2,806 4,482 ceea R
DumbuuonofSwrcsamongGmesmthPopuIauonsof‘................. -
Less than 10,000....... Sdvresessanessencannvasoorestasannnan 15 7
10,000~25,0002 + ¢ s s svssa 1 o
25,000—100,000: <2 srvrsssrnn Ceirsnrasnnnecasans cernsnee e 1 H
100,000=500,000 s+ s e srrannes cesentansnecannas terassasanana 1 ' 1
500,000~1,000,000. 5000 s00srsencas cesamsenenan teerasensennarraene . ] 1
1,000,000 Of MOT€.ssvverrrsrevenrnanann.. . ) . o .
——
R e medians mere st emen e D 1 ttema 0
were (4 L)
21;: gguru;orggm were bauflno: El&:rcpoorr:!gffl mliﬁtteﬁimﬁmtgma:dﬁﬁr:ﬁmﬂmrd sr:)h:pmm .
ures for were based t! I N
Adamid from: Eslimales on the Cir?ll:u Pr:mm o} the L'Inmdesmﬁl;“a:miu Ma::il: }?e}mnf :

group. .

the

A e . Department of Commerce, Bureau of
'Intheuuonepoﬂaoovmnstwom only the location of the principal one was indicated, '



Table 26. Selected Operating Results for Variety Chains and Independent Variety and Small

Department Stores: 1943
(Median Figures)
p Variety Chains b
. epartment
Items ﬁf" Reporting with Total ith A Stores
Varens Stores Net Sales of SeaeTating | Sales per Siore | gantn et
’ :;ot,%%g 10 Stores °fs'§:o‘°‘fln than $150,000?
Average Sales per store..c.ovvea., YT T PR T $43,420 $42,193 852,630 $40,395 $100,000
"Gross Margin.....ocivinininneana CrariEtirsesaensaann 33.16% 32.05% 32.54% 35.66% 33.1%
Salaries and Wages.......... Sreerisennse Certssaariaann 14.85 15.60 17.7 17.6 14.
Tenancy Costs, .. vvuvervrresenscseicocassonrrasnrnenss . 2.03 2.88 3‘.02 3.6; gg
Total Expense, including i IDRETESt. oo oenensseeee 25.70 27.53 28.72 27.55 24.2
Net Gain before Taxes on Income and Excess Profits....... 8.49 7.30 6.56 8.49 102}
Rate of Stock-turn....o..s. veeraisssrres ressesssarurnas 3.64 3.40 3.49 3.49 3.9

$In the case of the department stores, state income taxes have been included in the total expense figure.
tMedians based on a combined series of data for chains with average sales per store of less than $50,000 and $50,000 to $75,000, These figures seem to
afford the fairest comparison with those for independents gince virtually all the reporting independenm had sales of less than $100,000.

‘Common figures. Source: H
Stores in 1943, by Stanley F. Teele, pp. 9 and 10,

the provision for compulsory advisory services by
Butler Brothers trained “‘service superintendents”
on such matters as store management, bookkeep-
ing, credit policies, advertising and inventory
control.

The recent organization of the National Associa-
tion of Variety Stores by 150 independent variety
store operators is said to have been precipitated
by Butler Brothers’ action. The association al-
ready numbers about 2500 members. Those who
do not sign the Butler Brothers’ franchise may
still buy from that wholesale house but must pay
higher prices; hence the aim of the new associa-
tion is to discover additional sources of mer-
chandise for its members. Already three groups of
independent variety store owners have joined
together to form cooperatively owned _|0bb1ng
houses. And the N.A.V.S. apparently envisions

Business School, Bureau of Business Research,

Bulletin No. 119, Operaling Resulls of Depariment and Specialiy

a central buying organization, sponsored by the
association but not operated by it, which would
coordinate the buying of a number of such buying
units.?

These are interesting developments. Both the
action by Butler Brothers and the form of the new
association may presage increased competitive
strength on the part of the independent variety
stores.

The Effect on Independents of Differences in
Sales Yolume

In Table 27 a comparison is made between the -

two volume groups of independent stores and two

volume groups of variety chains. -The influence of

higher sales volume on expense was in general

much the same with the independents as it was

1 Business Week, August 5, 1944, p. 83.

Table 27. Selected Operating Results for Variety Chains and Independent Variety Stores: 1943

{Median Figures)
Independent Variety Stores Vuriety Chaina with Average
with Net Salesof Sales per Store of
It
eme Less than $50,000 to Leas than $50.000 to
$50,000 $125.000 $50,000 $100,0001
Average Sales,.iiiinseanrraressaaanaceirisaes veresrsseateacarnn $37,308 $70,868 $31,643 $75,763 ~
Gross MATgin. . ipeiresneetesssssssesossasnionnstsnsisnss N . 8 32.95% 34.35% 36.38%
LT T T L L T L L E TR EEERRR R LA L L 14.99 15.05 .15.68 1811
Tenancy C05tBs 2 s svunnnanrrns Medsveasssrarrasnenoas P 2.93 2.70 3.09 3.06
Total Expense,mc]udmglntcrcst eetrrsasine 25.45 26.59 26.82 28,0t
Net Gain before Taxes on Income and Excess Profits...ooaviircaniacens 8.33 8.78 7.06 9.71
Rate of StOCk-tUIN, covaciarressasoronarsresss Geeees connes ceenaenns 3.52 4.04 3.44 4.14

1Medinns based on a combined serles of data for
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chains with average sales per store of less than $50,000 and $50,000 to $100,000.



with the chains, and therefore nothing new need

be added to the observations made earlier in the.

study concerning the effect of size on operating
results of chams But it does serve as conﬁrma—
tion.

One point, however may be of significance:

slightly less than 109, in notions and small wares.
The independent variety stores were located
predominantly in towns of less than 10,000 pop-
ulation, as were the small chains and the small
department_stores. In 1939, according to 'the

‘Ccnsus, 609, of the 10,'574. independent varicty

_the gross margin of the group of larger inde-
pendents was slightly less than that of the smaller

independents.” The samples are too small to allow
very much to be made of the difference. But the
fact that the margins of the two groups in 1943
were so close may suggest that independent va-
‘viety stores, buying through wholesale groups
(voluntary or otherwise), do not have the same
. opportunity as do the chains to turn their higher
sales volume to advantage in their buying—that
is, of course, not until they reach the point where
“they are large enough to buy d1rect from manu-

facturcrs p

.- ’
Other Characteristics of Independents

The rate of stock-turn tended to be higher for
the independents than for the small chains—
perhaps another evidence of flexibility.

" The merchandise lines carried by the inde-
pendent variety stores are not dissimilar from those
carried by the chains. The sample is too small and
the data are too spotty to say more than that, on
the average, roughly one-third of sales were in
apparel and accessories and dry goods and domes-
tics; 15%, in hardware, electrical appliances and
supplies, and home furnishings; 79, in drugs and

toiletries; 7% in toys, games, and books; 1297

in confectionery and nuts; 109 in stationery; and

w. 8. Buram ofthc Census, op. cit., pp. 128, 129. The aver-
ages cited arc based on aggregates.
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stores in the country were in towns of this size.

The remalmng 409, were distributed as follows:

109, in cities of 10,000 to 100,000; 13%, in cities of
100,000 to 500,000; and 17%, in cities of 500,000
or more.

The Census for 1939 also shows that thc largest
independent stores, contrary to the largest variety
chain and department stores, tended to be located -
in the smaller cities and towns. Stores in cities
with populations of 2,500 to 20,000 had sales per .
store averaging between $18,000 and $20,000.
Stores in the largest cities experienced average
sales of only $10,000; this was the lowest average
for the ten city classifications used in the Census
breakdown with the exception of that for stores in
towns of less than 2,500 population.l Clearly,
the independent variety store is a more important
retail outlet in the smaller cities than in the larger
cities. .

" Conclusions ‘

- If any overall conclusions can be drawn from
the 28 reports of the independent variety stores
for 1943, considered along with the data of the
chains, they are: (1) the limited price variety store
is essentially a small-town store; (2) as such, the
variety store shows great vitality; and (3) whether
operated as a member of a chain or as an inde-
pendent, the variety store shows the same re-
sponses to factors of demand and general economic

conditions.



APPENDIX

Base of Percentages. All percentages in this bul-
letin, unless otherwise indicated, are based on net
sales as 100%,. '

Gross Margin. Gross margin is the amount
remaining after the deduction of net cost of goods
sold from net sales. Net cost of goods sold is billed
or invoice cost of goods sold, less cash discounts
taken and allowances received, plus transportation
charges, and plus proper charges for merchandise
depreciation and stock shortages.

Transportation Charges. In this account are in-
cluded all transportation charges on merchandise
shipped either directly to individual stores by
manufacturers or to chain warehouses. Any trans-
portation costs incurred by the chains for trans-
ferring merchandise from warehouses to stores or
between stores likewise is included in this item.
The transportation charges are considered as a
part of the cost of merchandise.

Salaries and Wages. The salary and wage classi-
fication embraces all items of payroll expense both
in stores and in the central organizations, includ-
ing 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 noted: pensions, formerly included in
salaries and wages, are now considered as miscel-
laneous 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-
tization of leaseholds. Charges on owned real
estate included in this account comprise taxes,
insurance, repairs, and depreciation on owned
real estate, plus a fair charge for interest on equity
in land, buildings, and improvements, as well as
interest actually paid on mortgages. The defini-
tion of the tenancy cost account for 1943 differs
in two respects from that for 1929, 1931, and 1932,
but is the same as that obtaining in the years 1933
_through 1942. Charges for amortization of major
improvements on leased property, formerly com-
bined with charges for depreciation on fixtures
and equipment, 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.

Interest. In order to obtain comparability be-
tween businesses using different methods of financ-

ing, interest at the rate of 69, on the avefage net
worth exclusive of real estate, leaseholds, and good-
will is considered as an expense, as well as interest

* actually paid other than mortgage interest. Intes-
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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
customary 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 d4s an operating
expense in arriving at the net profit on merchan-
dising operations. Miscellaneous revenue, in-
cluding such receipts as dividends from manufac-
turing andjor foreign subsidiaries and income
from weighing machines and telephones, is con-
sidered as sundry revenue, net. Commissions or
net profits from leased or concession departments
were included here by several chains.

Net Gain before Income Taxes. To arrive at the
final net gain or net business profit, net other in-
come 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 figure, may be taken as roughly
approximate to net business profit in the common-
ly understood sense. Net gain is expressed both
as a percentage of net sales and as a percentage of
the average net worth. The use of the average net
worth as a base for this figure introduces the com-
plication of differing policies in regard to real es-



p) @eﬂf@ﬂhain which, either directly or through

a subsidiary real estaté corporation, 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 on Income and Excess Profits. Taxes on

income and excess profits have been considered as

deductions from net gain. In this tax figure a

adjustments. The first method was to exclude the °

" leased department sales from total sales, estimate

the indirect expenses incurred by the chain in
behalf of the departments,” and exclude these
charges from expense; the difference between
commissions and the estimated indirect expenses

" was to be considered under other revenue. The

deduction has been made’ for the 109, credit .
whether used currently for debt reduction or set -

up as a postwar rebate, -
" Taxes (except on real estate or income). This tax
account includes all tax expense except real estate
* taxes, included under tenancy costs, and federal
and state taxes on net income, 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 sibdivision 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, payments for unemployment and old

age taxes made in compliance with the Social’

Security Act, and other taxes not specifically
mentioned elsewhere. - o

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 warchouses. Stock-turn figures of
two types have been computed: the first rate,
available for all chains, is based on the average
of the beginning and ending inventories; and the
second rate, available for part of the chains only,
is based on the average of 12 monthly inventories.

Leased or Concession Departments. Eleven of the

43 chains indicated that leased departments or
concessions were operated in some of their stores
in 1943. Volume in such departments usually was
small in relation to total sales, and the firms were
requested to exclude the revenue from total sales
and consider the commissions received under net
other income. :

- For a few chains, however, leased department
or concession sales an-tounted to more than 3.09,
of the total volume. ' In such cases adjustments
were made to insure comparability of the operat-
ing percentages. Two alternate methods were
suggested to the firms as acceptable bases for the

second method was to in¢lude the leased depart-
ment sales in chain sales and add to chain operat- .
ing expenses estimates of the expenses incurred
directly by the leased or concession departments. -
An amount corresponding to these direct expenses
was then added to the commissions .and included
in the gross margin with the difference between
leased department sales and this figure charged to
merchandise cost. . .
Methods. The 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-
Jjustments 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 lack of averages for such -
items. ~ '

Aggregates and Averages. Some of the figures
included in this report are averages based on
aggregate dollar figures. Such aggregate figures
manifestly are weighted according to sales volume.
These average figures based on dollar aggregates
obviously do not afford a good year-to-year com-
parison unless only identical firms are used, since
the averages 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
figures, 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
percentages listed in order from the smallest to the
largest. :



