



















































































Table 14. Operating Results for 1942 and 1943 for 55 Department Stores with Net Sales of
e $f£000,00§ to $10,000,000 in 1942 Classified According to the Degree of
: Change in Sales from 1942 to 1943

Stores with Net Sales Increases {from 1942 to 1943 of
o o
L T
Items
Index of Index of
i Typical Typical Typical
A&’x&‘ or h(,: ‘S;‘ﬁ‘:r Am’;%nt or Aru?um or 1,? hﬁ;‘f:, Amount or
Percentage! | Amount or | Percentage! |} Percentage! | Amount o | Percentage!
1942 Quantity 1943 1942 Quantity 1943
19043/1942 10431942
Typical Net Sales {in thousands)..........ovnvinennnnnn $6,100 106.7 $6,500 $7.450 114.1 $8,500
" Number of Gross Sales Transactions. . ....eeeeesnssnee.. g8.of 106.9
Average Gross Sale.. i riiiiciienniiiiiinneroceaaans $2.30 106.57 | $2.45t $2.35 104.0t $2.45
Gr0sS Margileeuensennneennnernnesensreaneeaneeaneens 37.9% 106.5 | 397.9% 39.1% 115.0 39-5%
T T | 15.55% | 105.0 | 15.4% 16.25% 110.0 15.45%
Real Estate Costs2. . ooiurtsnrenriinrenerrassvnnnannnns 4-3 102.0 4.2 3-75 102.0 3.3
Advertising 3.3 gb.o 3.05 2.75 101.0 2.45
Taxes2. oo crr ittt i 0.9 115.0 1.0 1.05 127.5 1.15
1.9 86.0 1.5 1.65 90.0 1.3
1.55 95-5 1.4 I.55 99.0 1.35
1.2 93-5 1.0 1.15 99.0 1.0
0.1 68.0 0.05 0.1 . 0.0
0.85 122.5 1.0 0.95 127.0 1.0
0.25 142.5 0.35 0.35 141.0 0.45
O-g 93-5 | ©0.35 0.4 99.0 0.35
0. 94.0 0.55 0.6 108.0 0.55
0.35 101.5 0.35 0.25 115.0 0.25
0.35 96.0 0.3 0.5 102.0 0.45
0.4 105.0 0.4 0.5 106.0 0.45
Total EXpEnse..veveriueunrmnerrninsssisnernnenssasnss 32.0% 102.0 30.9% 31.8% 107.0 29.5%
Net Profit. e iieeirnciieireineiressnnnrnneen.. 5.9% 122.0 .0 . 156.0 10.0
Net Other Income (including interest on capital owned). . . 3.1 ? 97.0 ;.8% Z.g% 12: .0 2 .3%
Net Gain before Federal Tax on Income................ 9.0% 116.0 9.8% 9.9% 140.0 12.3%
Total Main Store Sales (Owned Departments)........... 87.2% 108.0 88.6 87, . 88.
Total Basement Sales (Owned Departments),,........... 12.8" 95.0 11 .4% :Z.E}?"T :;g.gf 1 .%{%T
Leased Department Sales...oivionieninisinnnnnnnnn.. 5.1% 119.0 5.7% 4.4 113.0 4-35%

*Data not available. {Usable figures for this ftem were glven on less than N

75% of the reports. {Percentage of total store net sales.
‘Percentage of total net sales in gwned departments unless otherwise noted ’
*See the definition in the Appendix, °

TExcept on real estate.
Note: Since the commeon figures as defined in the Ap
centages and the indexes cannot always be exact. For the

pendix are not arithmetic averages of doll; -
MAOBE Part the agscemmeen jempora howevzr ar figures, the mathematical relationship between the per

with the highest sales increases, with a single
exception, were located in the southern and
western Federal Reserve districts. Itis of interest,
however, that at least seven of the 14 firms in this
group recorded sales increases decidedly better

f:hange as a percentage of sales from 1942 to 1943
In each of six major items. In each case it will
be noted there was a steady progression from the
lower sales increase category to the higher.

than the averages for the cities as reported by the. Lm:;hin ro%rac% 20%-3% S?Zt;::
Federal Reserve System. Three cities had stores 102l Expense...., Tt % 3% 3.0 % —4.6%
] 3 el Net Profit....,.... 1.1 +2.7 “+3.6 4.8
in both groups one and two, and three other cities  Net Gain Lefore

had stores in both groups two and three. The Paﬁ:‘iﬁm Taxes.... 40.8 2.4 3.2 -b4.3
cities represented in group four, however, had no ~ Rex Estate Cost. .. —o.19 3.'55 —_3_% vy
representatives in any other groups. Advertising

e 0.5 —0.30  —o0.55 —0.05
Typical figures for key items were set for the It is rare indeed when a set of figures of this
four sales-increase categories. These dataareset  type shows so clear a picture. Without exception
forth in detail in Table 14, above. The picture

X e the higher the rate of sales increase, the lower the
may perhaps be sharply focused by listing the total €xpense rate, the lower the percentage for
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Table 14, Operating Results for 1942 and 1943 for 55 Department Stores with Net Salesl of
$4,000,000 to $10,000,000 in 1942 Classified According to the Degree of
Change in Sales from 1942 to 1943 (Concluded) .

Stores with Net Sales Increases from 1942 to 1943 of

1

Items : 5 n :
Index o . dex of
Typleal Typieal Typleal “Typi
Am?nnt or iE hﬁ:ﬁ; Am’(;?lint or Am?unt or ,ﬁ“s‘;ﬁ; A;?un?lor
Percentage! | Amount or | Percentage: Percentager | Amanne or | Percentage!
1942 Quantity 1043 1942 Quantity - 1943
_ 19431942 1943/1943
Typical Net Sales (in thousands).............. N $5,900 125.0 $7,380 $5,130 136.5 $7,000
Number of Gross Sales Transactions. . ..,........... 113.9 t27.0f
Average Gross Sale........,..... ceeseras ceeneans veeee|| 82.55 108.5 | $2.75 $2.65% 109.0t $2.90t
" ql -
Gross Margin.eeessenseeeennnenerennnnss aven . 126.5 | 40.3% 39-2% 137.0. [ 39.4%
Total Payroll................... bercnsesarsnianans . 116.0 15.2%, 16.0%, 124.0 ‘ 14.25%
Real Estate Costs™......0vverennn.s. .. . .6 105.0 3-05 3-15 109.0 2.5
Advertising. . vuiieeerinnennnnranans.. 101.5 2.5 2.75 104.5 2.1
Taxes?, . iriiirnrinnernanrnns P crenneas . © 120.0 1.2 1.25 126.0 " r.15
Interests,........... Sittenrritnennee rnane . . 92.0 1.25 1.7 g8.0 I.2
Supplies........... . . . 109.0 1.25 1. 113.0 1.15
Service Purchased...... reraenaan rerecsnaa . . 102.0 0.7 0.65 102.0 0.5
Losses from Bad Debts............ sevraeseinan . 67.0 0.1 0.2 . 0.1
Other Unclassified. .00 veueunennrnnrnnn.. cicenecana . 124.0 0.8 o.8 119.0 0.7
Traveling.....eovenn....) ceeeriierrenreaa . 150.0 0.5 0.4 155.0 | , 0.45
Communication,......,....... Ceersetartenenens . 100.0 0.35 0.35 100.0 0.25
Repairs..ccvinicnniiinnnnnnnenns B, . 105.0 0.55 0.4 130.0 0.35
Insuranced. ... .o v.iivneeiiiinnnnennnnns Creeenes 113.0 0.2 0.3 ns.o 0.25
Depreciation®. ...vvveescusennnsennns eresetennan 0.5 - tog-o 0.45 0.5 100.0 0-35
Profestional Services?,....ounenonn.n.. Ciessecenanaaens 0.55 116.0 0.5 0.45 . 126.0 0.4
Totall':".xpme.............. ...... cirireariraresaneas | 31.6% 113.0 | 28.6% 30.3% 119.0 25.9%
Net Proﬁt.r ........................ Cbettedeactaaenrnn 8.1% 180.0 11.7% 8.0% 210.0 13-9%
Net Other Income (including interest on capital owned). . 2.4 106.0 2.0 2.5 105.0 2.0
Net Gain before Federal Tax on Income. ....... veeneese || 10.5% 165.0 | 13.7% 11.4% 188.0 15-7%
Total Main Store Sales {Owned Departments)....... eeen|| 87.8% 126.0 88.6%, 88.2%%t 133.5 88.9%%t
Total Basement Sales' {Owned Departments)..cioceeauaas 12.2 117.0 ll-4+ 11.8f 128.5¢ "-‘I
Leased Department SaScs...... ........ veeerensivanaass|l  5.8% 116.5 { 5.4 7-6% 136.0 7-6%

*Data not available. 1Usable figures for this item were glven on less t:endn 75% of the reports. {Percentage of total store net sales.
oted,

!Percentage of total net sales in owned departments unless otherwise o
*See the defin{tion in the Appendix,

&Eo?;?ts?:cm?gtn?mon figures as defined in the Appendix are not ‘arithmetic averages of dollar figures, the mathematical relationship between the

percentages and the indexes cannot always be exact. For the most pare the agreement s close, however

hand, if the store has little available capacity the
response to higher sales in an increased expense
rate may perforce be rapid. All this assumes that
the store managements are in full control of their
situations. During the last few years;-and particu-
larly in 1948, this has not been the case. The
efforts of store managements to keep down dollar
expenses have been reinforced strongly by external
factors; the shortage of manpower rc.ﬂccted bo!:h
in government restrictions and in difficulties in
hiring have undoubtedly tended to keeR down
payroll expenditures; similarly,” the prohibitions
on plant extensions have aided store managements
with their real estate costs; and finally, under the
pressure of the war, customers have accepted a

each of the principal items of expense, and the
higher the percentage for net profit and net gain.
It is because of the clear-cut and emphatic picture
that great stress is laid in the Bureau Bulletins on
the rate of sales increase as affecting operating
results,

The effect of a rapid sales increase on expense
and profit rates probably depends in part on the
Particular situation of the individual store. On
Some ‘occasions, for the individual store, a sales
increase may come at a time when there is sub-
stantial unused capacity, in plant, in personnel,
or in executive capacity. If this is the case, the
full benefit of the sales increase is likely, for a time,
to be secured in the expense rate. On the other
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lower level of service in deliveries and elsewhere
throughout store operations than they would be
likely to tolerate under normal conditions.

In connection with the effects of sales increases,
it is useful to look at the figures in Table 14 for the
index of change in dollar amount. Whereas the
percentage of sales figures are affected by the
sales increase, the index of change in dollar
amounts shows the actual change in the number of
dollars devoted to a particular purpose; for ex-
ample, real estate costs for both groups one and
two actually increased in dollars by 29, between

1942 and 1943, but because of the greater sales
increase in group two, real estate costs as a per-
centage of sales of that group dropped from
3.75% to 3.3%, whereas for the first group the
drop was only from 4.3% to 4.2%,.

Among the expense items there is one account
which stands out in every group as having in-
creased sharply in dollars from 1942 to 1943.
This item is Traveling, undoubtedly. a reflection
of more and longer visits to market in search of
merchandise and higher transportation and hotel
costs. Another expense item which stands out is

Table 15. Operating Results for Department and Specialty Stores in 1943 According
to the Form of Income Statement Approved by the Board of Directors
of the National Retail Dry Goods Association: 1943

{Common Figures)
De'pa.rt.ment Stores with Net Sales (in thousands) of S etasgl!::ssti?:r?ho‘flfh
Items ’ sands) of
' $750— $1,000- $2.000— $4.,000— $10,000- { $20,000- | $30.000 $3.000- $4.000
1.000 2,000 4,000 10,000 20,000 30,000 or More 4,000 or More
Number of Reports: a :
Giving Functional Data..... 17 40} 413 561 32¢ 173 12} 8t 19}
Giving Other Data......... 27 543 463 561 3z} 173 123 8t 193
Change in Sales (1943/1942)....] 125.0 117.0 12z2.0 122.5 117.5 116.5 109.6 117.0 120.0
SALES...eicciirrecnnsasnsaanes 104.0%%| 105.1%%| 104.9% | 106.4% | 108.54% | 108.3% | 109.9%; * 112.2%
Less Returns (and allowances)] 4.of 5.1% 4.9 6.4 8.4 8.3 " 0.9 * 12.2 o
NET SALES. .ivvverricnnnnnanes 100.0% | 100.0% | 100.0% | 100.0% | 190.0% | 100.0% | 100.0%, || 100.0% foo.o%
MercHaNDE CosTs .
Inventory—First of Period.....| 13.5% | 12.0% | 12.7% | 10.9% | 11.5% | 11.6% | 12.9% | 0.65% 8.7%
Purchases (including inward .
freight, express, and truckage)| 65.2 64.4 64.65 | 64.35 | 64.35 | 64.25 | 64.55 65.15 | 64.8
78.7% | 76-4% | 77-35%| 75-25%| 75.85%| 75-85%| 77-25%|| 74.80%| 73.5%
Less Cash Discounts,.ovvvve...| 2.6 2.6 2.65 2.85 2.95 3.15 3-2 4.05 4.2
, 76.1% | 73.8% | 74.1% | 12-4% | 72.9% | 72-1% | 74-05%j 70-75%| 69.3%
- Workroom (and alteration costs))  o.2 o. o. o. 0.6 o. 0-55 0.3 0.7
Occupancy...ovveessnnravoss| 51 5,% 5-35 5-35 5:7 5,§5 6.5 6.65 6.95
Buying, Receiving, and Marking] 3.6 3.7 4.05 3.75 4.15 4-2 3.7 4.65 4.0
Publicity......cevesvvenareas| 3.08 2.85 3.55 3-15 3-45 3-15 3.7 5.0 4-4
88.05%| 86.35%| 88.35%| B85.35%| 86.8%, | 86.:19, | 88. 8. 8-.
Less Inventory—End of Period..| 13.5 12.2 13.5 . 11.8 12.5 .| 12.6 ? u.g% :3.??,% 3.35%
. 74-55%0 74-15%| 74-85%|  73-55%\ 74-3% | 73-5% | 76-6% || 97.2% | 46.0
Net Sales less Merchandise Costs| 25.45%| 25.85%| 25.15%)|  26.45%| 25.7% | 26.5% | 23.4% 22.89% 23.9?%
OreraTING CosTs 6.95% o o 6.95% 6.7% o, ]
Administrative. ...... 957 7-2% 7-1% -850 7% 2% 2% J 8.45% .
Sellinge.sevassnassens 8.25 7.95 7.7 8.0 8.0 5.4 g.65 7% ? ;.gg%
Delivery.covarevvenverannnas 0.25 0.6 0.65 0.7 0.8 1.0 1.55 0.5 0.65
15-45%] 15-75%| 15-45%| 15.-65%| 15.5% | 16.6% | 17.4% || 16.7% | 15.95%
OPERATING INCOME. ...0v.unvi..] 10.0% | 10.1% 9.9% | 10.8% | 10.2% 9.9% 6.0%, 6.1% 8.0%
Oraer IncoME........ teanenas 2.5 2.6 2.3 2.1 2.3 2.5 2.5 1.8 2.2
Ner Prorir (before Federal tax ‘
0ninCOmE) .. vacesnrenses eoo| 12.5% | 12.9% | 12.0% | 12.9% | 12.5% | 12.4% | 8.5% 7.9% | 10.29

RS R e e

#Data not ava ilable. fUsable figures for khh [tem were given on leas than 75% of the reports. .

$Some of the,r eporis covered the operations of more than one store,
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that for Other Unclassified. In this account is
included the cost for pensions and donations. In
the department store trade as in other industries
, there has been in recent years a growing interest
in pension systems, a reflection, in part at least,
of the limitations -on salaries. Donations also
have risen sharply for obvious reasons.

Significance of Group One. It is of some im-
portance to look particularly at the operating
results of those firms which, in the period of
generally rising sales, recorded only relatively
small increases. In eight items of expense, Adver-
~ tising, Interest, Supplies, Service Purchased,
Losses from Bad Debts, Communication, Repairs,
and Depreciation, dollar expenditures typically
were less in 1943 than they were in 1942. In part,
this success in reducing expenses is a result of

the question had used self service or self selection
methods in one or more departments; that is to
say, 141, or 83%, of the stores replying had not
carried on experiments in this area in 1943 of
sufficient extent so that they reported having used
these methods. The stores which were carrying

- on such activities were predominantly the larger

special circumstances. The reduction in the losses

from bad debts is a reflection of the decrease in the
proportion of sales made on credit, in turn result-
ing in large measure from government regulations.
On the other hand, it may be significant that the
number of transactions for the firms in this group
actually decreased 29, between 1942 and 1943,
suggesting that much, if not all, the increase of
6.5% in sales typical of this group stems from price
advances and changes in the average size of sale.
It may well be that the managements of these
firms, sensing the relative stability of transactions,
exerted very considerable pressure on the dollar
expenditures, with the result that they were kept
very well in line. One qualification must be made
on this observation. In this group of firms with
less than 109} of sales increases Leased Depart-
ment sales increased very much more than did
sales in Owned Departments. In each of the
other groups Leased Department sales increases
were not so out of line, It may be, therefore, that
in the first group there were some significant
‘transfers of departments from the Owned to the
Leased status, and this may have affected some of
the expense items.

Self Service and\Self Selection

In view of the interest expressed by a number
of department store executives in recent years in
the possibilities of self service and self selection for
many departments of department stores, the Har-
vard Bureau undertook to find out how extensively
store executives were experimenting with self
service and self selection and what their plans

were for the future.
In 1943, 29 of the 170 stores which answered
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stores.

In regard to plans for the future, r'14 stores
provided information. Of these 114, ten stated
that they planned to extend self service or self selec-
tion in the future, and 104 stated that they did not
have such plans. Seven of the ten firms reporting
plans for the future were included in the 29 firms
which reported having departments on this basis
in 1943; that is to say, only three firms, not using
self service or self selection methods, planned to
establish them in the future,

. Twenty-two of the 29 stores using self service
or self selection methods in 1943 indicated the
departments in which such methods were used.
Nine stores reported the use of such methods in the
sale of groceries. Seven stores reported using
these methods in selling men’s furnishings. Four
stores reported the use of such methods for boys’
wear and underwear, while three stores had
applied them to infants’ wear, children’s wear,
and sports wear. Two stores used these methods
in toy departments, notions departments, linens,
curtains, and greeting cards. The following
departments were reported by one store: juniors™
wear, tea room, accessory basement, domestic
rugs, -drugs, shoes, dresses, soda grill, towels,
china and glass wares, millinery, house wares,
garden shop, and wash goods. '

In addition, of the remaining seven stores which

did not list departments, one reported that the

entire store was on a self selection basis, one
reported that 759, of the departments were so
handled, and a third that 509, of the depart-
ments used self service or self selection methods.
The remaining four stores gave no details,

Of the ten stores which reported plans for the
future, only six indicated the particular depart-
ments with which their plans were concerned;
there were three reports on boys’ furnishings and
one each on men’s work clothes, toys, bags, ac-
cessories, men’s furnishings, notions, blouses,
house wares, and lingerie.

The net impression conveyed by these figures-
is that the department store trade has not yet
embarked extensively on self service and self
selection methods, even under the stimulus of
manpower shortages.



SECTION I

OPERATING RESULTS OF DEPARTMENT STORES AS AFFECTED
BY SIZE OF STORE AND SIZE OF CITY

Throughout the years of the Harvard Bureau’s
studies on department and specialty stores, the
important influence. of the scale of operations has
continuously been evident. For many years,
however, it was not possible to distinguish clearly
between the effects of the size of store measured in
sales volume and the size of the community in
which the store operated. Beginning in 1939 a
type of comparison was initiated which is con-
tinued in the current Bulletin through Tables 16
and 17, pages 23 and 24. For these comparisons
the 219 stores with sales of $1,000,000 or more,
which reported to the Bureau were used. The
stores were separated into six volume classes
( $1,000,000- $2,000,000 to $30,000,000 or more),
and these groups were in turn subdivided into six
population groups (ranging from 25,000-50,000
to 1,000,000 or more). Of the total of 219 stores
with sales of more than $1,000,000, 169 were
found to fall into sales volume-population classes
in sufficient numbers to justify setting typical
- figures for the individual classes. The remaining’
stores fell into sales volume-population classes in
no one of which were there enough Teports to
permit establishment of typical figures. Some of
the most interesting and unusual situations, of
course, were thus eliminated from consideration
as, for example, 2 few very large stores in relatively
small communities and some very small stores in
large communities. The figures given in Tables
16 and 17 may be taken as representative of the

majority of stores operating in the United States
and Canada. :

Larger Stores in Smaller Communities
' Continue Most Profitable

The highest net gains, either before or after
federal income tax, in all 12 groups commonly
were made by the stores with sales of $4,000,000-
$10,000,000 in communities of 100,000-250,000
population and stores with sales of $10,000,000-
$20,000,000 in cities of 250,000-500,000 popula-
tion. Throughout the table it will be noted that,
within each sales volume class, the stores in the
smaller communities rang up higher profits than
those in larger communities. This record accords
entirely with that of previous years. It may be
taken as thoroughly demonstrated that the most

]
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favorable position is one in which a department
store does a relatively large volume of business in a
relatively small community. There are un-
doubtedly advantages derived from occupying a
dominating position in a market or, to put it
another way, from securing a relatively large
percentage of the trade in the area served; but
even more important perhaps is the combining of
those expense advantages which come from larger
volume with the expense advantages character-
istic of smaller communities.

That it is primarily on the expense side that the
advantage of the larger stores in smaller com-
munities is achieved is borne out, on the one hand,
by an examination of the merchandising figures
and, on the other hand, by an examination of the
expense figures, With the exception of the stores
in the $2,000,000- $4,000,000 group, there were
no significant advantages to the stores in smaller
communities in the gross margin figures. On the
contrary, in several sales volume groups a slight
advantage went to the stores in larger citics.
Similarly, stores in smaller communities had little,
if any, advantage in the rate of stock-turn.

On the expense side, however, there is a differ-
ent story, With the exception of the stores in the
$1,000,000- $2,000,000 class, the stores in each
sales volume class located in smaller communities
had a definite advantage in the total expense rate.
Study of Table 17, which shows figures for the
principal items of expense, indicates that in gen-
eral total payroll percentages were slightly higher
for the stores in the Iarger cities, but that the major
disadvantage for large city stores was found in
real estate costs and advertising expense. It is of
some significance that the highest figure for real
estate cost was recorded by the medium-size
stores (those with sales of $4,000,000- $10,000,000)
located in cities with populations of 500,000"
1,000,000,

_ Two other figures given in Table 16 throw some
light on the reasons for the less advantageous
position of stores in large cities. Returns and
allowances were high in large cities and so was
the average gross sale. The high average gross
sale probably means that in metropolitan districts
customers tend to limit their department stor¢
purchases to relatively important items and to buy
the smaller items in stores nearer to their homes.



‘Table 16. Common Figures for Margin, Expense, and Profit for Department Stores with Net Sales
of $1,000,000 or More Classified According to Net Sales Volume and Size of City: 1943
(Net Sales= 100%, except where noted):

Population Groupa (in thousands)
Net Sales Items
(in thousands) -
25~ 50 z00- 250~ s00- . 1,000
50 100 250 500 1000 or More
Number of Reports........ccvvvennnnnenas 18% 22 . aane .
Gross Margin..... Geerrasnsarnesanarres oed] 98.1% 8.3% ceee .
Total EXpense..ocevriaiiirsonsessoceanrans 2g.3 ? 37 d . . sese .
81,000~ Net Gain before Federal Tax on Income...... 13.1 12.1 A rees
2,000 Net Gain after Federal Tax on Income....... 4.0 3.4 . eeds
Rate of Stock-turn........ N ........7 ......... 4-6 5-2 R . evasr tens
Returns and Allowances...,....... eemeaans 5-4%t 5.2%t reee cees
Average Gross Sale...... Weeesersravsanas ..| $2.10t $2.50} . . . P
Number of Reports..ov.iuesirionanaaraians e 17 131 . . .
Gross Margin.............. stresssersrians . 0% 37.5% vine R
. Total Expense..oovsunrecsnniecnenannnnns B gg.o ? 2 ? cies
$2,000~ Net Gain before Federal Tax on Income..... . PN 13.5 u.g cane ceus rees
4,000 | Net Gain after Federal Tax on Income.......[ ' ..., 4.1 3- rene cane cree
RateofStock-mrn......_. ......... rrasassas PR 4.9 5.0 s eres “esa
Returns and Allowances. .. ... teeriasamnaes aane 4-4%t 43%1’ aee
Average Gross Sale.......0vvvvemsnniannnes]  woen 82.15f | S$2.05% sere
Number of Reports.......ccveees.. 23} 20 9F -
Gross Margin......... Creveeeaaeeas ceeees . . . 39.-6% | 39-0% | 39.0% | -
Total EXpense..cioceeenrnreconcacncecns ae 26.7 29.0 31.5
$4,000- | Net Gain before Federal Tax on Income..... . “ee 14.5 12.0 10.7 - eees
10,000 Net Gain after Federal Tax on Income....... eene 4-2 3.9 3.1
Rate of Stock-tul. .evrvve'ensnenenennenss - 57 5.5 4.6
Returns and Allowances.....veeesvanianaass 5-4% 7-1% 7-3% .
Average Gross Sale.....ivccnmeeiiennannnns 82.65F | 82,607 | $2.90 .
Number of Reports.. ...... cereentenarnneoan . vees 143 10 “ees
Gross Margin....eeeesseesnanassees 39-4% | 38.7% | .-
Total EXpense.....ccvvrssuseeaccennans . a7.2 3.1
$10,000~ | Net Gain before Federal Tax on Income...... . . . 14.5 10.0 sene
20,000 Net Gain after Federal Tax on Income,...... vess cees cees 5.0 3.3 cree
Rate of Stock-turn. . ..... N . aas vees 5-3 4.8 -
Returns and Allowances......occnnensanss N Y sena 7-57/ 9.6%
Average Gross Sale....... ctesasasernnaens eens $2.70 $3.10
Number of Reports.......ueceraeennes A . cers 61 8 .
Gross Margin...ocoeuuennsns Cereeteaseanas . - . 38.6% | 40-2% | «---
. Total Expense..cvosuenen ferasasanntnrane seee 27. 30.0
$20,000- | Net Gmn before Federal Tax on Income. .. .. . . 13- 12.4
30,000 Net Gain after Federal Tax on Income....... .- 4-1 4.2
Rate of Stock-turn..... N asas . vree 5:0 8-3
Returns and Allowances...v..oeeeeernsacess A . e 7-7% 5% | -
Average Gross Sale...... ereeteesneanreeans ceen 2.65 | $3.55 sene
Number of Reports..... aeve . 93
Gross Margin..eesieeeeas ceassraesasssanne . .- aees cenn g%
Total EXpense..ceverreceaairissnieess . . - RN pes ceae
$30,000 Net Gain before Federal Tax on Income. ... . . R - v 9.0
or More Net Gain after Federal Tax on Income....... . . g
Rate of Stock-turn........ eeatrrvranes crrnes . - veee 5.19'
Returns and Allowances.... ..., nee . - sg;~.5 o
Average Gross Sale............ tresaineraens . . . 3.25

s ——t—
———— e

» lable. 1Usable figurea for this item were given on less than 75% of the reports.
3SDol;|tlae 2?&::‘,‘“,0,“ covered the operations of more than one store.
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Table 17. Common Figures for Selected Expenses for Department Stores with Net Sales of

- $1,000,000 or More Classified According to

Net Sales Volume and Size of City: 1943

(Net Sales = 100%)
| — — - —_—
' Population Groups {in thousands) .
Net Sal
(in thousand) Items
25 50- ° 100~ 250- 500~ I,000
50 100 250 500 1000 or More
NumbcrofReports .............. e s an 18: 22 ssen IR reasn seas
Total Payroll.....civivnnnesnanaaaan. v 15-6% ‘15-5% oo veea nere sens
31,000'" Real Estate Costsl......... [ T Y 2.8 2.7 caas suss saes senn
2,000 Advertising. .ocovveneenas eessaraaeaaan e ZoI 1.9 ween P
) All Other Expense®.......... vereas veasedes) 8.8 7-4 seus “ree sens vane
TotalExpcnsé....... ........ tesrrnaraniena 29-3% 27-6% sene reua rees 1ree
Number of Reports....coceessernscenrsrane ceue 17 13 anes
Total Payroll........... fecteirinsiraranes 14.6% | 14-4%
$2,000- | Real Estate Costs) oo veeuciiaininiurnncnes vaes 2.7 3.1
4,000 Advertising........ ................. sesnn ves 2.1 2-7 s a rees meuan
_ All Other Expense?,,..c.cveennes cemaeranes . 8.6 8.0
" 7 TOtalExpcnsc ----- trrrrasaananse vassastens . 28-0% 28-2% ‘e roes sean
' Number of Reports...... Ceairrrreeresennes . ag? 20 ot
$4,000- {:;lalﬁl::aytrcog&t;l ........ Careraevsansanens ees xg.g% 13-55% 15.55%
5! tearesn Geamassrsraannanas P . . - N sane
10,000 Advertising. co.ceveiietiiiennrrsatinaraces I.g 2.% 3.9 “e
All Other Expense®........ ceerenaiaien 7.6 8.65 9.05 .
Total Expense..ceveesnnnnarnsaass Ceraneane R . 26.9% | 29.0% 31.5%
Number of Reports, .. coovvavnnenns cereees ceae - ces 14t 10 reee
| Total Payroll.....ooecviirinceninnnnsncans . . aee
810000- | Real Estate Gostolrrrrrvrrrrreenssnsons oo ISP RSSO IS B ot L0l Y O ol
20,000 Advertising........coeavriienaianensaes 2.4 2.9
All Other Expense?....vviveernarssosannees 7-3 8.7 ves
_ Total EXpense..ocovsinrvrvacriininienansns . . . 27.2% 31.1% veee
Number of Reports. .. .vuesecasenreerinnss, . . . :
Total Payroll.,.....oeivnueee . . . lf'ff)‘? 168 o e
820,000~ | Real Estate Costs1...,, . . T 2.3 ? 2.3 °
~ 30,000 Advertising......... . . . 1.9 2:2
All Other Expensel,,.... . . . . 8.3 8.6
Total Expense..vccvvvnsnns.- etvserianvans N . 27.5% 80.0%
Number of Reports
Total Payroll : T o tee 16 9;7
$30,000 | Real Estate Costs, e - e 27
or more | Advertising....... o o o e 27
All Other Expense’ SO RSSO IS BSOS B ¥
Total Expense...... D I . . . reee 30.8%

{Some of the reports covered the operations of more than 3
iSee the definition in the Appendix. e e one store.
Including interest on selected assets.

This is undoubtedly in part a reflection of the
difficulty in most large cities of reaching the
department stores. Similarly, the high rate of
returns and allowances probably reflects such
factors as the difficulty of taking children to the
store to be fitted, with a resultant large number
of purchases on approval, and a relatively large
amount of ordering by mail and telephone. In
addition, the tendency in 1943 for a concentration
of sales in large city stores on items of relatively
high unit value suggests that the merchandise

involved might have been of such importance to
the customers that they were rather particular
about the quality of the goods provided; this might
lead to extensive returns.

Stores in smaller communities, on the other
hand, had the opportunity to sell to their custom=
ers a higher proportion of their usual needs and,
where department store management was com-
petent .to take advantage of the opportunity,

relatively large sales and relatively high profits
resulted.
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SECTION IV
SPECIALTY STORES

Reports on 1943 operations were received
from g1 specialty stores as compared with the 109
stores covered by reports for the preceding year.
In view of the heavy burdens laid upon controllers
and accounting departments and the manpower
shortage with which they have had to contend,
this record is gratifying indeed. As in previous
years, specialty stores for the purpose of these
surveys were defined as stores having a depart-
mental form of organization, specializing in the
sale of women’s wearing apparel and related
accessories, and generally handling neither yard
goods nor home furnishings,

In Table 18, page 26, are given common figures
for merchandising operations and profits of these
91 specialty stores, classified in seven size groups.
These are the same size groupings which have
been used for some years. The same warning
given in connection with the department store
figures should, however, be repeated here. Be-
cause of the very substantial increases in sales
volume during recent years, there has been a
notable shift of firms from class to class. It is,
therefore, by no means to be assumed that the
actual make-up of each class is the same as it was
in earlier years.! _

As examination of Table 18 will show, the
percentage sales increases in rg43 as compared
with 1942 were most pronounced among the
smaller stores, and the percentage increases of the
larger stores, although still substantial by any
standard, were less by a considerable margin.
This fact parallels the situation among the depart-
ment stores where the small stores had notably
larger-sales increases, albeit not so Jarge as those
shown by the small specialty stores as compared
with the larger department stores. It should of
course be observed that among both specialty
stores and department stores the smaller units
tend to be concentrated in communities of smaller
population. '

|

Profits before Taxes at High Level

Specialty stores of all sizes earned very substan-
tial profits before taxes in 1943. As is shown in
Table 18, the highest rate of net profit and also of
net gain (profit as usually understood by business-
men) was shown by the smaller firms. Those

1Sce the Appendix, pages 31 and 32.

stores with sales of less than $150,000 had a net
gain, for example, of 15.49, of their net sales and
34.5% of their net worth. It is regrettable that
so few stores, except in the largest size class,
reported information on federal taxes on income
and that no common figures could be established.
Study of the figures for the stores with sales of
$4,000,000 or more (that is, federal taxes on

. income of 6.89 of sales, which reduced the net
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gain from 10.2%, of net sales before federal taxes
on income to 3.4%, after such taxes), suggests that
it is probable that throughout the size categories
federal taxes on income reduced profits available
for dividends and reinvestment to figures com-
parable both to those of specialty stores in earlier
years and to department store data in 1943.

In view of the large proportions which have
been assumed by federal taxes on income, includ-
ing both normal taxes and excess profits taxes, it is
to be hoped that in future years more complete
and more detailed information will be available
on this subject. Federal taxes on income now -
absorb more of the sales dollar than any outlay
except payroll, and presumably specialty store
managements are giving careful attention to the
position of their stores with respect to the various
provisions of the Revenue Act having to do with
postwar credits and carry-backs. Some attention
to these matters in future surveys of operating
costs might well be worth while.

Except in the case of the smaller stores, the
gross margin figures for the several size classes of
specialty stores did not differ markedly, and even
as between the smallest stores with the lowest
typical gross margins and the group with the
highest gross margin there was a difference of only
3.6%, of sales. It is of interest to note that the
differences in gross margin between department
stores and specialty stores were widest at the level
of the smaller store categories. At the level of the
larger stores, the typical gross margin figure for
specialty stores was much closer to that for de-
partment stores. Both specialty stores and
department stores were favored in 1943 by very
low retail reductions, principally markdowns.
In view of the somewhat higher percentage of the
total sales of specialty stores secured from mer-
chandise in which fashion changes are important,
it would not have been surprising if specialty
store markdowns had been higher, relative to



‘ Table 18. Common Figures for Merchandising Operatmns and Profits for

*Data not available.

Specialty Stores: 1943
] .
(Net Sales = 100%, except where noted)
' ' Net Sales (in thousands) ‘
Tekaa $ $1,000- $3,000- $4,000
L‘;’;;‘;"‘ ‘;.5,2" '23?.' x?c?:; 2,000 4,000 or More
F REDOItS.suuneersrssnans eeeenaes I 22} 10- I 10} 8¢ 19
ﬁg::atg Salego(m thOUSANGS ).« v nn v menon W 8958 $5,476 83,542 - | $6.422 | $21,122 8819,021 8169,703
Typical Net Sales (in thousands)....veeeeues $85 $205 12345 15252755 f;i!m; ls::’a%o 1289%0
Change in Sales (1943/1942)cccvravacrnnncns 135.0 132.0 . . . . .
Populigon (mtengu?mlcrange'—m thousands)| 735 g0-~-164 61—623 66-771 | 105-635 | 206-587 | 663-~1,931
tial Markup (perce f original retal '
Imvalue) on Invoice Co:ttag:h:crcg f’.u.] ....... * * * * 39.7% | 39-6% |391%
MarkdoWnS. ..o saueernsnecarssiannsasann * * . » } 6 5-6% } .
Discounts to Employees and Others.......... * . . : +6% 0.8 4-5%

. Stock Shortages............ Ceeterianns B * . 0.55 0.7 0.9
Total Retail Reductions.......eeviveess * * * * 5-15% | 7-1% 5:4%
Inward Freight, Express, and Truckage.......] 0.9% 0.8%, 0.6%, 0.4% 0.69,t 0.45% 0.35%
Alteration and Workroom Costs (Net)........ * 0.8¢ 0.45 0.35 0.6 0.3 0.7
Cash Discounts Reccived on Purchases (per- .

centage of sales}.ouvaesnnannn. asassrrraes 4.55 4-.55 4.2 4-35 4-1 4.05 4.2
Gross Margin e vovrssvsssaansccnnssasss res] 36.5 37.9 39.5 37.3 40.1 89.1 39-3
Total Merchandise Costs (Net}.uvvuvenen.. .| 63.5% 62.1%, 60.5%, 62.7% 59.9%, 60.9%, 60.7%
Total Expense.....vvvivsnsnsn vesavens iees| 22.5 28.4 32.0 29.9 30.0 33.0 g1.3 .
TOTAE COST.evuuiemsantacrssncsnranns veed 86.0% 90.5% 92.5% 92.69, 89.9% 93.9% 92.0%,
NET PROFIT OR LoSSeeo.icveiniinieiinnansn. 14.0% 9.5% 7.5% 7.4% 10.172 6.1% 0%
Net Other Income (mcludmg interest on capital
B -1 1T« 1.4 2.0 2.0 2.5 1.5 1.8 2.2

" NerGam bd‘ore Federal Tax on Incorme:

Percentage of Net Sales.......... senraases 15.4% 11.5% 9.5% 9.9% 11.69 7.9% 10.2%
Percentage of Net Worth...oeveveennne., 34.5 39.0 3.0 38.§ 48.0 33-3 4.2 o
Net Federal Tax on Income and Excess Profis| ~~ * » . . 6.8%

NET GaIN after Federal Tax on Income:

Percentage of Net Sales...viveevsinarienns > * . » . . 3.4%

Percentage of Net Worth, ..... trenceenaes * - » L] 14.0
Percentage of Firms:

Earning Some Net Profit .....v0veeerren, 100.0% li00.0% t100.0% |100.0% |100.0%, |100.0% {100.0%;

Earning Some Net Gain........ cemarranas 100.0 160.0 100.0 100.0 100.0 100.0 100.0
Rate of Stock-turn (times a year): p .

Based on Beginning and Ending Inventories 5.6 5-3 6.3 6.75 5.9 6.15 6.8

Bascd on Monthly Inventories..esu.soaaers| * * * * 4.7t 5-3 5.8

$Usable figures for this item were given on less than 75% of the reports

$Some of the reporte covered the operations of more than one store. In such cases, the popnlatlon of the city In which the main store was located was

in preparing the figures for population.
1S¢e the definition in the Appeadix.

those of department stores, than they were. It is
interesting to speculate whether specialty stores
in some future year will show markdown per-
centages even lower than those of department
stores because they have found it necessary to
stock less substitute merchandise than has been
required in many departments of department
stores. It is certainly true that specialty stores
generally have been less hampered by merchandise
shortages than have been department stores, and
the large sales increases in 1943 in wearing ap-
parel were favorable to low markdowns. One
figure of some interest is the high cash discounts
received by the specialty stores of all sizes as
compared with department stores. Perhaps the
relatively high discounts traditional in the apparel
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trades are the principal cause of this continuing
difference in gross margin. : '

Small Specialty Stores Show Very Low Expense
- Rate

As is shown in Table 18, there was a sharp
break in the total expense rate between those
stores which had sales of less than $150,000 and
those stores which had sales of $150,000 to
$300,000. The smaller stores had a total expense
rate of 22.5%, of sales; the latter, an expense rate
of 28.4%, of sales. Among department stores on
the other hand, the break, which was less pro-
nounced, came between the next two higher

~ volume groups; that is, between those stores which

had sales of $150,000 to $300,000 and those



which had sales of —3306,000 to $500,000. It
seems highly probable that those specialty stores

which had sales of less than $150,000 are distinctly

.

different, both as to type of merchandise empha-

Table 19. Co:_tnnion Figures for Expens

sized and as to degree of departmental organiza-
tion, than the larger specialty stores.,

The breakdown of expenses given in Table 19,
below, shows that the -very. low total expense

e by Natural and Functional
Stores: 1943

(Net Sales _ 100%)

——

Net Sales (in thousandsi

Divisions for Specialty

Total EXpenst...ocoeressecanesiaes

used In preparing the figures for population.
‘Seg th’:a;leﬁnldon in the Appendix.
'Except op real estate.

vallable, Usable figures for this item were given on less than 75%
m‘;?ttlnle np%lretl mvuld ::e operations of more than one store. In s
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uch cases, the po

of the reports.

Items
Lessthan | $150~ $300~ . $500~ $1,000- $2,000~ $4.000
$150 300 500 1,000 2,000 4,000 or More
Number of Reports:

Giving Functional Data......... cemnean . o o o . [ 8t 8t 19}
Giving Other Data.veveensicrrieneaneasss 1 221 10 11 10t 8t 19}
Aggregate Sales (in thousands).............. $958 $5,476 $3,542 $6,422 821,122 819,021 $169,703

cga :
Typical Ncéaslalc? (in ?housa)nds). crrrssnean . $85 $205 $345 $575 s;,atoso ff,?o: fg;,g%o
ge in Sales (1943/1 cemesrrnsaaniane 135.0 132.0 125.5 122.5 128. . o
Population (inter: u?mlcﬁ 1—in thousands)] =7 g30-164 61-663 66-771 105-635 | 206-587 | 663-1,031
P (interg ge -35
NaTuraL Divisions ; )
Total Payroll......oeeeinsnens teeesvaannns 12.3% | 15.1% | 16.0% | 15.0% | 16.3% | 16.2% 15.7%
Real Estate Costsl,.... reaess errrresesnanas 2.2 5.2 4.4 3. 3.15 3.2 : 4.25
Newspaper Advertising hd * * 2, * 3. 2.85
Direct Advertising. ... .. . * * . 0.15 0.1
Radio Advertising............. URUUURR B * . 0.6t . o2 o1
Other Advertising. ........... trerenananane * * * * 25 0.25
. Total Advertising (subtotal)......ceuvuerne. 0.85 2.0 3.0 (3.3) 3.8 (4.0) . (3.35)
© Taxesl........ ceemetrernaas cesessasasenan 0.45 1.0 0.95 o. 0.85 1.0 ?. 5
Interest?............ teressessstasanane 1.2 1.35 1.5 1.3 1.2 I.25 -25
Supplies......coiiiiviiiiinnins 1.05 . 0.65 1.0 I-; ;-25 ;-;5 ;-
Service Purchased...icieeeniiiicenincananss .75 ‘0.65 0.9 0. . . .
Losses from Bad Debts. . covveranrenvnnreaas o.:% 0.25 o.1 0.2 o.és 0.15 0.1
Other Unclassified..oivvviavenneannanasiaas 0.85% 0.9 1.05 0.7 0.85 1.55 1.15
Traveling,....... Chrasenracereeneranatinsa 0.9 1.15 0.7 0.7 0.65 9.55 0.45
Communication..osavervsarsserecarsragess| 0.3 0.3 0.315_ 0.45 0-35 0.3 0.4
Repairs.......... teeesreenereiaseanabanas o.2} 0.3t 0.6 0.35 0.35 0.05 0.45
Insurance?. . ..coviusnrinanansesiiacnnanns 0.3 0.4 0.55 g.gg g.gg 8.3 g.;5

iation2..... tevesssarirnacanann O - B 0. 0.5 . . . .
I?r:ﬁ‘;e:iﬁl:lnswoul .................. o.g15' 0.351' 0.4 o.g 0.4 o.g ) 0.5
Total EXPense.ciesissssnassnssassssasranns 22.5% | 28.4% | 82.0% | 20.9% | 30-0% 33.0% 31.5%
Funcrionas Dmsuoa:n A
Administrative and eral: .

Accounting Office, Accts. Rec. and Creditf  * * » : . ;-g% ; :;5%
Executive and Other Admin. and General " _"‘ b ' +85
Total Administrative and General..........] * . . * * 8.45% | 7-35%
Occupancy: . i
Ople).rati?lrg and Housekeeping....lvovnuenes * * * * . 1.95% 1.6%
Real Estate Costsh..ouerruveneranenanassf  * * * . M 8:5 4-25
Fixtures and Equipment Costs,....vu.s. . * : : . - o:‘g o 43
Heat, Light, and Power..... trsmessesanns . .
. -
Total Occupancy...c.se-ve.x Creevreasans g . * * 6.65% | 6.95%
Publicity: . . » L . .95
Sales Promotion and General Advertising. .. - : : : . 3.5% g ‘23%
Display..iveescecassrnriarsesaessasaraas * 5
\
N - .
TotalPub&th ..... R P * * . 5:9% | +4%
ing and Merchandising: . . .
Bum'ihmdise Management and Buying...... . : : M . . g_:?o g. ig%
Receiving and Marking......ccieainaienes *
il b . .6 N
Total Buying and Merchandising.......... * he * . 4.65% 4%

' ; * * . * 7-75 7-95
Direct and General Selling..ceoeeeiairneenns : » * » * 0.5 o.b5
Delivery..coveeasraranrenas cesrisassaaes . .

22.5% | 28.4% | 32.0% |_29.9% | 30.0% | 33.0% | 3!.83%

pulation of the city in which the mein store was located was



Table 20. Detailed Expenses by

(Commeon Figures; Net Sales = 100%%)

1943

8h Firms with Net Sales

Natural and Functional Divisions for Specialty Stores with Net
Sales of $2,000,000 or More:

19§ Firms with Net Sales of

Tteme of $2,000,000 Lo $4,000,000 $4.000,000 or More
Executive and Executive and
Accounting Office,|Other  Adminis- Accounting Office.| Oeher Adminis- Total
. iv- A ts Receiv-
ADMINISTRATIVE AND GENERAL: Accounts %ﬁ:ﬁl&' u?}t::e e::?d Total Aecounts Recow trg.g: r:nl:d
Payroll:. Accounting Office...no......... 0.95% 0.80%

- Accts, Rec. and Credit........... 0.90 " 9.70
Exccutive........ tettenamareans 1.60%; 1.05%
ExecutiveOﬂice...... ...... vees RPN .55 % sree g-ag 9.45%

uperintend and Gen. Store,. . 4.00%79 . “43/0
Taxesl,,.eiennnnen mcy 1.00 1.00 0.85 o.85
Interest on Mdse. and Accts. Reco.v.. ... .. I.10 1.10 I.10 I1.10
Supplies........... Ceeinena. Ceeeenens o.15t 0.03 o.18 0.09 0.04 0.13
Losses from Bad Debts ........ 0.15 0.15 .10 0.10
Other Unclassified. ........... crerenanas o.15} 0.95 1.10 .08 0.72 o.80
Traveling....... et eratetetaanreara.n o.o1f o.o4t 0.05 o.o0t 0.02 o.02
Communication. ss.eeeereeenensnnenns s 0.17 0.17 0.34 0.13 0.21 0.34
Insurance................... Ceernaans . 0.25 o.z25 || 0.23 0.23
Professional Services........ [ 0.13 0.15 0.28 0.13 Q.19 0.32

Total Administrative and General. ...... 2.60%% 5.85%% 8.45% 2.05%% 5.30%% 7-35%%
o4 flouns- [and Bqtip] i, | Tol || mTEens [l Hen T T
T L, ] "
Occupancy: anmg;l;e- :nnl Coc?; andllg’ower i kccp?:j:e- :Pe_nz osla’; and %’ower
Payroll.......... rereraraae. ceeeenn -yl 090% { .... 10.00%1 0.90% | 0.90% | ... 0.05% | 0.95%
Real Estate Costs?,,......... eerrees R | 3.50%| .... 3.50 4-25% | ---. 4-25
- Taxes on Fixtures and Equipment...... o.00t | .... 0.cot c.o2t | .... o.o2}
Interest on Fixtures and Equipment. ......| .... 0.15 | .... 0.15 0.14 0.14
Supplies. . ... fereeraneeana B | I 7Y o.07f 0.21 0.13 0-031' 0.17
ervice Purchased. ....... cessiarnessrsss] ©0.04tf 0.42 0.46 0.03 0.3 0.4r1
Unclassified........ M ersetatererraenaa. ©.03 o.00t | o.00t 0.03 0.07 - | o.00t o.00f | o.07
Traveling,......... . || ©-00f 0.00t o.cot o.oof
Repairs. .......... Setseeacretnarinas | ©-85 cene cene 0.85 0.45 “res 0.45
Insurance on Fixtures and Equipment......H} .... 0.05 c.05 0.02 0.02
Depreciation on Fixtures and Equipment...|| ... 0.50 | vuus 0.50 cae- 0.48 eene 0.48
Total Occupancy......... Ceans eeeeell 3-95%3 | 4.20%1 0.50%3] 6.65% || 1-60%% | 4.90%1 ] 045753 6-95%%
PusLicTY: and Gen Adve. | Display Total (| S e Adve, | Display | Total
P:(?rroll’.: Cereeneans e teeeeeetraeann . 0.40%, 0.25%, 0.65%7, 0.35% 0.25% 0.60%,
Advertising....... Sresimaerentaanaa, 4-00 4.00 3.35 3-35
Supphq.... ..... trrsnenas dovannnn o.08 0.23 - 0.31 l 0.14 0.20 0.34
Unclassified........ Ceereienmaa... o.o02f 0.02 0.04 0.03 o.02} 0.05
Traveling,......... Ceirreeerinarens 0.00} 0.00f 0.00 o.oif o.cot 0.01
Communication.............. cenaen treee o.00} . 0.00 0.047 vean 0.04
Professional Services......... o.oof o.00t o.ozf o.ozt
Total Publicity.......cvuenn..... ciees 4.50% 0.50% 5.00%, 3.95%% 0.45%% 4-49%3
Mdse. M = i -
Buvine aND MERCHANDISING: mentuand al?:gfnz Mﬁg‘i&i:nd Total mhei::e énlc\ihl‘;‘:f'lenn Reielin‘;ii?lznznd Total
Payroll: Mdse, Mgrs. and Assts............ 0.609
Bu mmdm‘anu--.... ------ 3025% e ' 2-0576 Tean
Ot el rainnn e Preiesniiaienas seus 0.25 -

. Receiving and Marking, ,........ 0.40% 3.65%, 0.40% 3.30%
Supplics. ..... Cretnaas et tteeeatinraas 0.02 0.06 o.08 0.02 0.04 0.06
Unclassified. ........... Mt tereniiaraa. o.o05} 0.00 0.05 0.05 0.01 0.06
Travelmg_..._...... ....... 0.50 o.cot 0.50 0.42 o.oo0?f 0.42
Communication......oeeeussunrnnnn..... 0.05 0.05 0.02 v{ 0.02
Professional Servicest.,,.............. 0.32 cens 0.32 0.15 0.15

Total Buying and Merchandising...... - 4.20%3 0.45%% 4.65%, 3.55%% 0.45% 4.00%%
. Bi
SELLING AND DELIVERY: General Selling | Delivery Total (| gemercr andng | Deltvery Total
Payroll: Salespeople........n.n.......... 5-75% A
Floor Supts. and Sec. Mgrs....... 0.20 . 0.25 ‘aee
Od}cx:.. ....... o.85 vees 1.30 vees
Delivéry....... 0.20% 7.00%% 0.20% 7:4°%
Ta.xa............,. ..... o.oo0f o.o00f o.oot 0-001
Interest on Equipment..........,,....... o.o0t 0.00f o.oot 0.00
Supplies. ... .. cereasenreas 0.65 0.02 0.67 0.60 " 0.02 0.62
Service Purchased........... veeaans 0.25 0.25 0.39 0.39
Undasglfied...... .................. . 0.32 0.01 ©.33 0.15 0.01 0.16
Traveling,................... 0.0t o.oof o.o00t o.cot o.00t o.oof
Repairs....... e reenmennneaaens cereens o.oof 0.00 o.00% o.00T"
Insurance........oicusvennn.s rereaen ‘e o.oc¢ 0.001: o.01f 0-01$
Depreciation. .....ocuvunnn... cirerees . 0.00 0.00t o.00t 0.00
Total Selling and Delivery.............. 7.75%% 0.50%1 8.25%, 7.95% 0.65%1 8.60%1
TOTAL EXPENEE. . veussssasssceersonsensnsllosencosensnns tereceronnnsenaB3.0% [ yauinesaerennonsrivsereseeee 31-3%
"'_-'_—-' ——— _—_-'_._———-_-_h———u_l
18323? gmtxhr:s I:;u;:; .Eah‘lf :lem wiecree ozf!\;m :é‘ii';"okhi‘ﬂe"% of the reports. Some of the reports covered the operations of more than one store,

po'lii:lc to tie the detalled expense percentages into the to

See the definition in the Appendix,

commeon figures for fun
tals exactly. The error, however, in
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onal and

00 case exceeds 0.02%; of net sales,

subfunctional totals to the nearest .00 or .05, it Is not aAlways



rate of the smallest stores resulted from lower levels
in most of the important expense categories.
Small stores are very seldom able to provide
figures for expenses classified by functional di-
visions, but the patural divisions given in the
table show small store figures for payroll, real
estate costs, and advertising far below the com-
parable figures for larger stores. The advertising
percentage of 0.87, of sales is particularly notable,
emphasizing the extént to which such small stores
appeal to a local clientele or rely on window dis-
play to bring their wares to the attention of pro-
spective customers. Because of the inability of
smaller specialty stores to provide detailed expense
figures classified by functional divisions, such
material presented in Table 20, page 28, is limited
to those stores with net sales of $2,000,000 or
more. Examination of these figures, together with
those for the natural classifications shown in the
preceding table, indicates that, as in the past,
specialty store expenses ran somewhat higher than
those for department stores for outlays incurred in
connection with occupancy, publicity, and admin-
istration. The composition of the total expense
figure for both department stores and specialty
stores was much the same although specialty
stores in 1943 continued to show somewhat higher
- real estate costs and advertising expenditures.

Trends in Specialty Store Operating Results

In Table 1, page 5, are presented figures for
the major operating percentages for all reporting
specialty stores from 1929 through 1943. The
purpose of this table is to set the results of 1943
against the background of earlier years and to

" highlight significant changes.

The first set of figures to which attention might
be directed is that for gross margin. In 1943
specialty stores showed a slight increase in gross
margin as compared with 1942, reaching a figure
of 39.2%, the highest level for the period covered.
This development was in contrast to the situation
of department stores which recorded a drop of
slightly smaller proportions; that is, from 38.7%
of sales to 38.4% of sales. It is of some interest to
compare department store and specialty store
gross margin figures for certain selected years.

Department Specialty  Difference
Stores Stores

10200 0nsenaramoasansasnrnn 33.5% 35-3% 1.8 %
1OBZseensersossannnasnnons g93.1 84.0 .9
1030 sresosnasannnenssrras 86.9 37.8 .9
1940. 0 0ervaervosarannanons 36.95 37.5 .55
[040ceiasaanccsisnaananons 438.2 38.35 .15
14T esseanannsasssnsnnsss 38.% 38.75 .gs
1943 cvessosanvransansanss 38.4 $9.2 .

It will be noted from an examination of these

" figures that in 1929 specialty stores reported a

distinctly higher rate of gross margin than that
achieved by department stores. In 1932, at the

-bottom of the depression, the specialty stores
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retained some advantage in gross margin although
the difference had been cut in half. In 1939 the
relationship was virtually the same as it had been
in 1932, but during the war years the two sets
of figures came very close together, being prac-
tically identical in 1942. One might perhaps
reason that the similarity resulted in part from a
decrease in the difference in the merchandise
making up the bulk of the sales of the two classes
of stores (i.e., the disappearance of many of the
hard lines normally carried by department stores
but not by specialty stores) and in part from the
unifying force of government price regulations,
But the beginning of a new divergence in 1943, in
which year both of these factors were even more
powerful than in preceding years, does not seem
to accord with this hypothesis, It may be that
1943 marked the beginning of an emergence of a
new difference in margin rates between the two
types of stores. |

The total expense rate for the gr specialty
stores was 31.15%, of sales, lower by at least 29,
of sales than the figure for any other year of the
period covered. A comparison of total expense
rates for specialty stores with those for department
stores similar to the preceding summary of margin
data is presented below:

Departrment Stpecialty  Difference

Stores Stores

1920 .rercssassannssnnsans 32.3% 33.3% 1.0 %
1032 sesecccnncnntsnannens 59.5 39.6 +ol1
103G edrancrasrrasaacnasss 56.4 37-.5 +1.1
1040ssenesornrrarasnnssans 35.7 37.1 =
I04Teeesennnn rrraiarianans 34.3 35.9 ~+1.6
1042.casnsatsraassaasannas 32.05 33.75 +1.7
IO4G-renarorrorarsarsanses 29.4 31.15 “+1.75

These figures indicate that, with the exception of
1932, specialty store expenses constantly ran x to
29, of sales higher than the total expenses of
department stores. In 1932, to be sure, the
impact of the depression was evidently such that
the two expense rates were practically identical,
but since that time the differences have once more -
become marked. .

The interaction of gross margin and total
expense rates provides the series for profits. It is
unfortunate that it is not possible to show figures
for specialty stores for net gain after federal tax on



income. The followmg comparison is for net gain
or loss before federal tax on income.

" . Similarly, the differences between the two

Department  Specialty  Difference

Stores Stores

JO20.cinerncssaasiissanios 4.3% 49% +o0.4 %
I032c0cncssveasernanssssen Lg.g L3.r —0.7
017 1+ TR 4.0 3.0 —1.0
1O40:naenerooansennsrsases 4-75 3.2 —I.55
TG94 eearsnsnsnssrnsnarnen 7.3 *
10420 anecrnarenssnsoannes 9.-75 7.2 —2.55

- 194Fescceerearnscrneracenas 1.4 10.15 —r.25

*Not Available .

These figures indicate that, whereas in 1929
“specialty stores tended to be slightly more profit-
able than department stores (and this tendency
was rather general throughout the 207}, the spec-
ialty stores suffered somewhat more severely at
the depth of the depression in 1932, did not recover
so satisfactorily thereafter, and have not been able
to profit from the war boom to quite the extent
characteristic of the department stores. In 1943,
however, the difference was not pronounced.
Examination of the principal items of expense
throws a little light on the comparative trends of
the two types of stores. Payroll percentages have
moved in a very similar fashion for the two groups
of stores, particularly during the last five years.
The following figures show that whereas in 1932
the difference was about 1%, of sales, in none of
the last five years has the difference exceeded
0.25%, of sales,

Depariment  Specialty  Difference
Stores Stores

IG20c1ssscnsesctansasnrens 16.8% 16.5% —0.2 %
T93Reseiscrancnrracarsians 18.7 17.6 —1.r
JO3Grenrecreonnnantanansas 17.8 17.6 —0.2
7 T2 S 17.55 17.8 ~+o.25
1041 ceunmennen Seeeerenans 17.3 17.3 0.0
JO4Zs s snncnsanononcnnsrens 16.75 16.8 -05
JO4Teeeoeamraseoccaanosons 15-7 15.8 .1
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types of stores in regard to the rates of expenditure
for advertising have remained uniform, as is shown
in the tabulation below.

Department  Specialty  Difference
Stores Stores - .

1G2Gs e rnsrasonransanss 3-3% - 4.0% 0.7 %
1932 0carrrarsssorisasenes 4.0 4.8 +o.8
19304 s crsrassarsanasnaans 3.6 4.4 +o.8
1940 ceoarsnansssssmnearse 3.5 4.2 0.7
194Tessrranassssnaosannasn 3.15 4.05 -+o.9
10420 00vssirsronccransrans 2.7 3.75 ~+1.05
1945 sunsararsnnancnaaras 2.4 3.15 “o.75

Real estate costs also have maintained a rela-
tively uniform difference between the two types of
stores. This fact is brought out in the tabulation
below.

Depamnmt Specialty Difference
Stores

1020.ccirennsseonsnanannan 3.9% 4.2% 0.3 %
1932 careinsnnnnannacannan 6.5 7.1 0.6
(% 1+ 1SR 4.7 5.2 0.5
IO040. ceunrennvesssorevnnns 4-45 4.8 —+o0.35
{175 PPN 3.95 4.65 +o.70
1042 criare s rariranranes 3.6 4.15 ~+0.55
£ VT, DO 3.15 3.85 —+o.70

These three major items of expense show re-
markably persistent relationships between spec-
ialty stores and department stores. The persis- -
tence of these uniform differences probably
reflects the fact that during the 30’s and the war
years there were few important innovations either
in merchandise carried or in operating methods
which characterized one group and did not
characterize the other.



"APPENDIX

Materials

The information and conclusions contained in

this bulletin are based on profit and loss statements,
balance sheets, and other materials received on
494 separate schedules covering the operations of
647 stores in 1943. Of these 494 schedules, 20
arrived too late to be used (1 of these 20 was used
-in .Chart 1 only) and 17 were not complete or
were in such form that they could not be made
comparable with the data for the other stores.
As a result, the common figures published in this
bulletin are based on 457 statements.

The form on which the cooperating stores
reported their figures and other information was
developed by the Bureau out of its experience in
conducting 23 preceding studies for this trade and
from contact with store executives. Copies of the

- form may be secured by writing to the Bureau.

Size of Sample

The total store sales volume of the 494 firms
which sent reports was slightly more than
$2,400,000,000, and the' total store sales (includ-
ing leased department sales) of the 457 firms for
which data were actually used in setting common
figures was $2,351,002,000,

It is estimated that this latter amount is more
than 33.5% of the total sales of department and
specialty stores in the United States in 1943.
According to the Census of Business: 1939, Retail
Distribution, Preliminary - United- States Sum-
mary, the sales of department stores and women’s
ready-to-wear specialty stores (including inde-
pendents and chains) in 1939 were in excess of
$4,460,000,000. On the basis of the Federal
Reserve Board’s index, sales of department stores
in 1943 amounted to roughly 156.5%, of their sales
in 1939, so that the figure for 1943 corresponding
to the total above was about $7,000,000,000. The
sales of the 457 firms for which data actually were
used in this study amount to somewhat more than

33.5% of $7,000,000,000.

Classification of Reports by Kind of Store

In classifying the reports, the first step was to

- separate those for department stores from those for
specialty stores. The Bureau defined a depart-
ment store as one handling a number of lines of
merchandise, including yard goods and, usually,
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home furnishings. Specialty stores were defined
as stores specializing in women’s wearing apparel,

.often handling such accessories as costume jewelry,

bags, and toilet goods, but generally not handling
either yard goods or home furnishings.

By Sales Volume

After the division of the reports into two major
groups by kind of store, the next step was to classify
the reports in each group by total store net sales
volume. In this work, consolidated reports for a
main store and its branches weré classified accord-
ing to the main store’s volume, but consolidated
reports for groups of stores similar in volume and
not strictly in the relationship of a main store and
branches were classified according to sales per
store.

This resulted in ten volume groups for depart-

. ment stores and seven volume groups for specialty

stores. The limits of the volume groups for de-
partment stores have remained unchanged since
the 1929 study, and they dovetail with the group
limits used in earlier years. Since 1939, however,
the groups have been established on the basis of
total store net sales rather than on the basis of net
sales in owned 'departments only, as in earlier
years, and thus the classification of some firms
has been affected. Moreover, from year to year
there has been considerable change in the identity
of the firms assigned to the several groups owing
to changes in individual store volume. ‘

As indicated in Table A, the changes between
1942 and 1943 were substantial. Partly this was
because of increases in sales volume which moved
some firms out of the lower groups and into the
next higher groups, and partly it was because of a
change in the’identity of the reporting firms, the
latter explanation applying particularly among
the smaller volume groups. Furthermore, a
number of reports were received from new coop-
erators. The changes in the make-up of the sev-
eral volume groups which have occurred for these
various reasons render year-to-year comparisons
between corresponding volume groups somewhat
hazardous. Especially is this true among the
smaller volume groups; among the stores in the
larger volume classifications there was a some-
what stronger tendency toward continuity in the
same groups, and hence these groups afford a
better basis for year-to-year comparisons.



Common Figures

In this bulletin common figures are given for
each of the several volume groups of department
stores. -

The term “common figure” is used by the
Bureau to mean the most representative figure in
_any series or array. Itis the figure around which
-the percentages from all the individual reports in
a group tend to concentrate. It is determined
partly by the median, that is, the middle figure
when the items are arranged in order of magni-
tude; and partly by the interquartile average,

which is the arithmetic average of the middle half
of the figures. The lowest and highest figures,
respectively, of those occurring in the middie half
of the series mark the interquartile range. The
“common figure is selected partly by judgment

~ based on inspection of the data and partly by

means of computed averages. It is designed to
reflect the typical performance. . _

The common figures published in this bulletin
and in earlier bulletins have represented the
typical experience of a store in either a limited
group of stores or the entire body of reporting

‘'stores. All the common ﬁgures for department

and specialty stores published prior to 1932 were
compiled by assigning equal influence or weight
to the experience of each reporting firm regardless
of size. In preparing the department store figures
for Table 1, however, the Bureau has averaged the
common ﬁgures established by the method
described above for each of a number of sales
volume groups by weighting them according to

_the aggregate sales of the stores reporting for the

Table A. Dlstnbutmn of Reporting Stores by Sales Volume Groups for 1942 and 1943-—
Changes in Sample

DEPARTMENT STORES

Number of Firms
In Same G i
ro{vve‘;ehlf\hv:ifm:! Changes in Sample Bgth ngz ar:&l ‘:9:3
’ Number in Number N
Volume Group !",r:?edu:z A}v::'ﬁn;ble ;}vi'?a';el: Tcrtaﬁl:xt::lbeefi%f -
olum
(Net Sales in Thousands) Gtoupaein hot:t xg.;;: g:::t ::n: Fli;““l‘!rgn(?riuup
1042 1943 1942 for 1942 for 1943 | Number in 1043
;..msthan $150.......... e eieieaievrerarerereserenan 41 27 10 15 17 63.0%
s:gg:sgg ..................... rererreariaainn.s 23 . 30 g 9 11 12 40.0
83 BO0esessssnvonaaenrovacarnasnaasnen 41 33 10 9 12 14 42.4
500750 essconnras 28 30 15 5 4 10 83.3
$750-1,000....... 20 27 12 6 4 9 33
gn,ooo—a,ooo. 47 5 9 10 6 a5 64. '
s2,1:»00-—4,0(:::.. . Cahstetriiissenreneanarana. 49 4 6 9 7 31 67.4
4,000-T0,000. s cucsnscassssnnssonssssssrasrssencsannans 63 58 1 4 6 43 74.1
$10,000-20,000.u.cueiriocennnrireentcsseanccrsnnsreanns 27 32 1 I 2 17 53.1
$20,0000r More. .o iiiii i, 19 29 g 2 - 19 65.5
Total..... e feresranad e 368 366 94 65 67 207 56.6%
Total Number of Firms for Which chort.s Were Available for
Both 1942 and 1943...... Serrseeiitr st taaaasaaan 301
Percentage of Firms Reporting for 1942 and 1943 to Total]
Firms Reporting for 1043..cvvvevrecrvsnan canennesn 82.2%
SPEGIALTY STORES -
Volume Group
(Net Sales in Thousands) ‘
%lasthinoﬁf,o ....... creees L P 31 1 . 4 2t v  63.6%
sgg:soo ..... veesena Geesaaraesesrans eeesaritrnenesan. 16 22 3 12 5 g 31.8
3300-? oo;) ......... 15 10 4 2 7 4 40.0
s5 3000. ..., 14 1 2 3 5 45.5
1,000-2,000. 1+ 0ss0.s cereneren crres . 10 10 3 1 4 3 50.0
$2,000~4,000....... I 8 3 o o 62.5
$4,000 or More. .. 12 19 6 2 1 I? 57-9
Total.ssvvrnnsennn, 109 o1 26 23 41 42 46.2%
Total Number of Firms for Which Reports Were Available for
Both 1942 and 1948..00vuiivicvecinrnrecncrercerennes 68
Percentage of Firms Reportmg for 1942 and 1943 to Total
Firms Reporting for 1943 eueesuveesnussesensennnsenss 74-7%
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reslﬁcctive groups, This procedure has givén :
results approaching those which would have been -
secured if it had been practicable to arrive at -

the aggregate dollar sales and the aggregate dollar
figure for each other aspect of performance for all

stores reporting and “then to figure the various

‘ratios and percentages from these aggregates,
Thus, the department store figures in Table 1,

instead of representing the experience of the typical |

or average store, represent the experience of the
trade as a whole. _ '
For the past six years it has been possible to
prepare, also, average percentages for all report-
ing department stores based directly on the aggre-
gate dollar amounts entered by these firms for
- several of the items in the profit and loss and ex-
‘pense statements. Figures for the past two years
are presented in Chart 1, '

Transactions

In arriving at the figures for average gross sale,
the Bureau used only the reports for firms which
gave the number of gross sales transactions, gross
sales transactions being understood to mean the
‘number of sales transactions or sales checks which
produced total gross sales without additions or
deductions for returns or credit transactions. The
average gross sale results from dividing gross sales
by the total number of gross sales transactions.

Definitions of Major Items

Net sales, as used throughout this bulletin, rep-

resents the volume of business done in owned
departments only. This figure is computed by
deducting from gross sales the amount of mer-
chandise returned by customers and the allow-
ances granted to custorners. ,

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

Total expense, according to the Bureau’s defini-
tion, includes not only actual expenditures and
regular charges, such as those for depreciation, bfxt
also charges for interest at 6%, on investment in
plant and equipment used, in merchandise in-
ventory, and in accounts receivable, regardless of
the source of the capital invested in these various
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assets or the rates paid on any capital borrowed.
Also, total expense includes charges for the sal-
aries of proprietors, active partners, and chief
executives, whether or not they actually were
paid. Salaries of inactive partners are considered
as deductions from net gain. Total expense,
therefore, represents the true long-run economic
cost of conducting the merchandising or trading
operations of the reporting stores. .

Some of the charges which are included in total
expense according to the Bureau’s classification
are discussed- later in this Appendix. Detailed
definitions of all the items are included in the
Bureau’s pamphlet, “Explanation of Schedule for
Department and Specialty Storesr1943.” Read-
ers who wish more information should write to the
Bureau.

Net profit, as the Bureau uses the term, is the
amount which remains after deducting total
expense from gross margin; or, stated differently,
it is the amount which remains after deducting
total cost, the sum of total merchandise costs (net),
and total expense, as defined above, from net sales.
Thus net profit is the profit after charges for
capital, including that invested in real estate, and
for management. It reflects the efficiency of a
firm in the conduct of its merchandising opera-
tions and the profitableness of a concern as a
merchandising enterprise. This figure, however,
is not the net business profit before interest on owned
capital which many businessmen customarily look
upon as net profit and which the Bureau calls
“net gain.” Net profit, as defined by the Bureau,
affords a better basis for comparing the results of
different firms and a more accurate index of
operating efficiency than net gain, .

Net other income includes interest at 69, on suc
part of the capital used in the business as repre-
sents the firms’ equity, including the equity in real
estate; and, as regards borrowed capital used in
the business, any difference between -interest at
6% and interest actually paid. These interest
credits are made to offset imputed interest charged
as expense. In addition, net other income in-
cludes the amount of interest actually received,
receipts from leased departments, and net income
from any nonmerchandising operations.

Net gain before federal tax on income is the total
of net profit and net other income. It is the net
earnings, including return on investment, after

‘considering all miscellaneous income or deduc-
tions other than federal income taxes. Net gain

is the figure which many merchants, bankers, and
accountants have in mind when they speak of net
profit, net business profit, or net earnings. In
using the net gain figures, allowance must be made



for the desired rate of return on invested capital.
The Bureau’s treatment of cash discounts and
interest in no way affects the net gain figure.

Net federal tax on income and excess profits is the
provision for taxes on 1943 earnings, net of the
109}, credit on the éxcess profits tax for the taxable
year. For purposes of the study the full deduc-
tion is taken currently whether it is actually
allowed as a postwar credit or taken for debt re-
tirement during the taxable year.

Classification of Expense

The Bureau’s classification of expense agrees
substantially with that set up by the Controllers’

~ Congress of the National Retail Dry Goods Asso-.

ciation in its Expense Manual published in 1928

' considered in arriving at the interest charges in the

and revised in 1937 and 1942, There are, how-

ever, three important differences: those in the
handling of (a) rentals and related items, (b)
interest, and (c) professional services. These are
discussed below.

Real Estate Costs

In order to secure as great a degree of com-
parability as possible between the figures for firms
owning their real estate and the figures for firms
leasing all or part of their real estate, the Bureau’s
classification includes no item for rentals but has,
instead, an item called “real estate costs.” Real
estate costs includes (for properties used in the
business only) rentals, taxes, and insurance paid on
leased real estate plus depreciation on leasehold
improvements and leasehold valuation; in addi-

- tion, it includes taxes, interest, insurance, and
depreciation on owned real estate. Thus, the
figures given in this bulletin for taxes, interest,
insurance, and depreciation do not represent the
total expenditures or charges for these items. They
exclude all expenditures or charges related to real
estate but include expenditures or charges on
equipment,

Interest

Interest includes interest at 69,1 on the follow-
ing assets: the average merchandise inventory, the
average amount of accounts receivable outstand-
ing, and the average investment in equipment.
Interest on the average investment in real estate is
included in real estate costs. Interest paid on
borrowed capital and interest received are not

1Fhe use of the 6% rate in 1943 may have resulted in the over-
statement of interest expense, particularly for large firms. Data
on interest rates on borrowed capital rcported by a few depart-
ment stores serve as a basis for tﬁe median figures given below.
An insufficient number of firms with sales of less than $500,000
reported data for 1943 to make the preparation of medians
possible. ;

expense statement, but are considered in arriving
at net other income.

Professional Services

Professional services include expenses, member-
ships, dues, and fees for buying or research organi-
zations, and for domestic and foreign buying
offices. In order to secure comparability between
firms that own their offices and those which use
the services of other agencies, tenancy charges on
buying offices are included in professional services
rather than in real estate costs. The central office
expense for stores in ownership groups also is
included here.

Payroll ) ‘

Largely as a result of the federal and state social
security legislation, the Controllers’ Congress, in
February, 1936, recommended that pensions and
retirement allowances, unemployment insurance
privately provided, and supper money be included
in unclassified rather than in payroll. The
Bureau adopted these revisions in the Controllers’
Congress classifications and, as a result, intro-
duced some lack of comparability between the
figures for payroll and unclassified for 1936
through 1943, on the one hand, and those for
earlier years.

!

Taxes

Taxes do not include taxes on real estate, which
are included in real estate costs, or federal income
taxes but do include payroll taxes and such taxes
on sales or gross income as the stores were unable
to collect directly from their customers.

Stock-turn

The stock-turn figures given in this report,
based upon beginning and ending inventories,
were computed by dividing total merchandise
costs (net) as defined under gross margin on page
33 by the average inventory as shown by the profit

- and loss statement; that is, at cost. The stock-turn
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figures based on average monthly inventories
were computed through the use of cost or retail

Interest Rates on Borrowed Capital: 1943

Short-Term Loans  Long-Term Loans
Department Stores Number of Number of

with Net Sales Reporting Reporting

(in thousands) irms  Rate Firms Rate
8500750, ciiiiiniinnsen g 5 5 5,
$750-1,0000 0 0veunrnnucnn 11 5 10 X
$1,000-2,000....0.00uuen 16 4 14 4
$2,000-4,000. 000000 00ens 1§ q 11 4
$4,000-10,000. .c0vserness 16 114 18 4
$10,000-20,000. 0000 0inens 7 114 12 4
$20,000 or More.......... 6 .1k 13 2%



inventory figures, whichever were furnished, total
merchandise costs or net sales bemg used as divi-
" dends.

Undoubtedly the rate. of stock-turn based on

‘monthly inventories provides a more reliable
index of the turnover of physical merchandise
than does the rate of stock-turn based on begin-
" ning and ending inventories; but since the figures

. computed on the latter basis are somewhat more

representative, from the standpoint of the number
of firms reporting the necessary data, they usually
. are the ones mentioned in the text..

Initial Markup -

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

In calculating the percentage of markup, of
course, the original retail value before retail
reductions had to be secured. For this purpose

the figure 100, representing net sales, plus the
common figure for total retail reductions as a
percentage of net sales, was taken as original
retail value expressed in terms of net sales. To
-secure the percentage of initial markup on invoice
cost' delivered, this original retail value was
divided into the sum of the common figures for
- gross margin, alteration and workroom costs, and
total retail reductions, less the amount of cash
- discounts received, all expressed as percentages of

net sales. -This dividend represented the differ~ .

ence between original retail price of merchandise

sold and delivered invoice cost of merchandise

sold expressed as percentages of net sales.
This definition may be put into the form of an

equation as follows, all figures to the right of the

“equality sign being percentages of net sales:

Gross Margin+}Alteration and Workroom
Costs}-Total Retail Reductions—
- Initial Markup Cash Discounts Received
"(on invoice cost =
delivered) 100-}Total Retail Reductions

. Using figures for department stores with 34.,000 .

000 to. $10,000,000 sales from Table 4, the com-

‘putatmn of the rate of initial markup based on

invoice cost delivered is as follows:

89.040.445.0-2.85  41.55
1604-5.0 105.0 = 39-55
Leased Departments

Thls year the Bureau continued its attempt to
eliminate the effects of leased departments so that
its common figures might reflect the operations of
owned departments only and so that the figures
for different stores would be essentlally compar-

able regardless of differences in practice regarding

leasing. The cooperating stores were asked to -
report the sales of their leased departments, the
amount of commissions or rentals received from

.lessees, and the portion of the stores’ indirect

expenses properly chargeable to leased depart-
ments. It was indicated that the sales of leased
departments should be excluded from sales; that
direct expenses paid by the stores for the account
of lessees should be excluded from expense; and
that the indirect expenses chargeable to leased
sections similarly should be excluded. The
amounts of gain or loss from leased department
operations were included in other income. . -
In many instances, the reporting firms made all
these adjustments and thus practically eliminated
the effects of their leased department operations. -
Where the firms themselves did not do this, and
where the sales of leased departments amounted
to 109, or more of total sales, the Bureau made the
appropriate adjustments.” Where this could not
be done, and where leased department sales
amounted to 10%, or more of total sales, the per-
centages which were most likely to be distorted by
leased section operations (real estate costs, supplies,
service purchased, total expense, net profit, and
other income) were considered not comparable
and were not used in arriving at the common-

figures published in this bulletin. In the few

. cases where all expenses apparently were distorted
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as a result of leased department operations, the -
entire statement was omitted.



