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INTRODUCTION 

• 

Prospective post\var adjustments emphasize a long-existing need 
for additional information relating to marketing and manufactur­
ing margins for tobacco and its products. Such information is 
needed as a basis for determining appropriate relative prices at dif­
ferent stages of the marketing and manufacturing procedure, and 
for making adjustments in margins, which may be necessary in deal­
ing with problems of price control. The significance of such in­
formation is further emphasized by the appointment by both the 
Senate and House of Representatives in the second session of the 
78th Congress of committees to invesHgate marketing margins and 
costs for agricultural products. 

Information relating to marketing and manufacturing margins 
or costs is of even greater long-time importance,as it. is basic to the 
most effective treatment of the problems of increasing the efficiency 

l Submitted for publicatIon October 19, 11)45. 
• CredIt is due Orvel H. Cockrel for contributions to this study in its begInnIng. 
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'and of l'edllcing the costs of the services involved. The~e margins 
or costs for tobacco and its products influence returns to growers, on 
the one hand, and cost to consumers, on the other. The relative 
importance of these costs is indicated by the fact that on the average 
during the 10 years 1934-43 returns to growers for the leaf tobacco 
used accounted for less than one-eighth; marketing and manufac­
turing margins, exclusive of excise taxes, accounted for more than 
one-half; and Federal and State excise taxes accounted for about 
36 percent of the prire paid by the consumer for the finished tobacco 
products. 

The margins or spread between prices to growers for leaf tobacco 
and prices paid by consumers for the finished tobacco products 
usually cover costs of rendering such services as assembling, selling, 
storing, financing, manufacturing, transporting, wholesaling, and 
ret.ailing, as well as Federal, State and local excise taxes. Detailed 
clabl, are presented in this report to show the margins or costs for the 
Y:l,l'ious groups of services and the items of costs included. These 
dahl, along with other information are used as a basis for indicating 
the means by whi.:;,h, and the extent to which, it would be feasible 
to increase the efficiency and to reduce the costs of rendering these 
R~l"viceS, amI the relative importance of such reductions. 

MARKETING CHANNELS AND DIVISION OF 

CONSUMER'S DOLLAR 


Most of the Imtf tobacco that enters marketing channels in the 
United States is produced in this country, but some foreign-grown 
tobacco, used mainly in the manufacture of cigarettes and cigars, 
is imported. Most of the tobacco produced is used by domestic manu­
facturers, but considerable proportions are exported as leaf tobacco 
01' as semiprocessed tobacco. Exports of manufactured tobacco 
products are relatively small in pencetime, inasmuch as all of the 
chief tobacco-consuming countries have tlleir own manufacturing 
establishments, many of 'whirh are operateo as state mon.opolies for 
,'evenue purposes. 

MARKETING CHANNELS 

Taking leaf tobacco from farms and delivering the finished tobacco 
products to ultimate consumers involves the services of many types 
of middlemen. These services begin with the hauling of tobacco 
from the farm to warehouse.c;, factories. or packing houses or with 
the sale of tobacco on farms. More than 90 percent of the crop 
grown in the United States is delivered by the gro'wers to ware­
houses where it is sold at auction. Most of the cigar tobacco and 11 

small proportion of the .fire-cured tobacco are sold on farms anel 
delivered to factories, or to packing houses of the purchasers (~).3 

Most of the leaf tobacco sold at auction is purchased by tobacco 
manufacturing companies or their subsidiaries, but considerablf:\ pro­
portions are bought by dealers, brokers, commission merchants, ann 
others.. Immediately after the tobacco is sold at Ruction, it is re­
moved. from the auction floor and prepared for storage (93). Most 

Hnllc numbers In pnrentilPses refer to Literature Cited. p. 50. 
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of it is then packed in hogsheads and put in storage. Cigar tobacco, 
as a rule, is fermented by the process of bulk sweati~~ and is taken 
directly from the curing barn to a building especiallY constructed 
for this purpose. After the fermentation is completed the tobacco 
is resorted, sized, retied, and packed in bales. Then it is stored for 
a month or more before it is ready for sale or for other disposition 
(~). :Most of the tobacco exported is purchased by foreign buyers 
or their representatives directly from growers on auction floors and 
handled in much the same way as that llsed by domestic manufac­
turers. Then it is packed for shipment abroad where it is stored. 

Tho aging of tobacco before it is manufactured and the practice 
by manufacturers of keeping enough leaf tobacco on hand to pro­
tect themselves against crop failures or excessive prices for any 
individual type, result in the accumulation of considerable stocks. 
On January 1, 1939, for example, stocks of leaf tobacco owned by 
dealers and mlUlUfacturers in the United States totaled about 2,604 
million pounds (11). Taking into account the losses in weight from 
drying, cleaning, handling, fermenting, and stemming, these stocks 
were substantially greater than the unusually large domestic crop 
in 193D, and Viere more thll,n twice as much as was consumed by 
domestic manufacturers that year. 

During the 5 yearb 1935-39, production of aU types of tobacco ill 
this country averaged about 1,4:60 million pounds (farm-sales weight) 
annually, and imports of foreign-grown tobacco averaged 76 million 
pounds on a declared-weight basis. These data on production and 
on imports aTe not strictly comparable but it would appear that of 
the total additions to the supply of leaf tobacco handled in the 
United. States during this 5-year period, about 95 percent came from 
farms in this COllntry and about 5 percent was imported (fig. 1). 

Exports of tobacco from the "(':nitecl States, during the same 5 years 
!weraged about 3~ percent of the leaf tobflcco produced in this 
country during this period. Follo)ving the outbreak or the \mr in 
193D. exports werc grl'fltly l·educed. Of the total additions to the 
supply or leaf tobacco entering marketing channels in the rnitecl 
Stat!.'s during this 5-yeal' periocl~ incluclin/! imports and that pro­
duced in this C'Hmtl'Y, about 30 perecnt was exported and the 1'e­
llHl.ining ill pel'ecnt was consumed by domestic mfLl1Uracturers or 
l'etuiTwd here as Mocks. 

Datn, showlllg the us€'s made of leaf tobacco by domestic manu­
facturers, based all annual reports of the Commissioner of Internal 
Revenue, indicate that during the 5 years 1!135-39 about 55 percellt 
of the total went into the manufacture of cigarettes, 14 percent into 
cigars) and:n percent into chewing tobacco, smoking tobacco and 
snuff". \Vhen :lpplied to the '1'0 percent of the total additions to the 
supply of leaf tobacco that ".-as retained for domestic use these per­
centages ;,;how that, disregarding changes in size of stocks over a 
period of years, the proportion of the total rlisnppearn.nce accounted 
for by thrse. prodncts averagec1 ubou t 3S pe.rcent for cigarettes, 10 
percent for cIgM"S. and 22 pereent for nmnllfactured tobacco (fig. 1). 

In the preparation of leaf toba('co 'for nHtnufactllre there is con­
siderable los:; of weight. particularly through drying and in the 
removal or stems. This proce,ss, together with manufacturing, re­
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suIts in some waste in the for111 of scm}) tobacco, cuttings, and sift­
ings. These stems and other waste Pl'Odt'lcts, along with 10w-~rade 
leaf tobacco, are used in the manufacture of tobacco bYPl'O(lucts, • 
principally nicotine, tobltcCO extracts, and fertilizers (16).' In 1939, 
according to census reports, the value of these byproducts at the 
tobacco manufacturers' plants averaged less than 0.2 per<!ent of the 
vtt1ue of the tobaceo products. 

, . ~ .. . . , 

"'~' IMPORTS 
5,0 PERCENT 

-­•;.­
.' • ' ~ ~ ~ II 

• 

CIG~R$ CIGARETTES SMOKING, 
10 I 384 CHEWING. ETC 

PERCEIlT PER~ENT 21.5 PERCENT 

.h'lg, l,-ApPl'oX:iu\ute dtstl'ilmUon of tobacco in the United States, 11)35·m), 

i\Iost of the Ildditiom; to the JiUpp!y of tobacco in t1ul United States Is lwotlucetl 
ill this country hut about 5 pm'cent is imported, J hl1'inj.{ the 5 ~'ears ]035-30, 
about 30 peI'cent of this tobacco waH e,xportetl !lnd th(~ \'cnUlininl{ 70 pen'ellt was 
retained fOl' dOlllestic use, About 5fi perc!ent of the leaf tobacco used i)y domestic 
manufa('tU1'Cl'S went into cigUI'cttps, 14 percent into Cigar::;, and 31 IlPl'cent into 
chewing tobacco, S1J1oking tohacco, and snuff. 

Consumption of Inaterials other than leaf tollHt'eO by tobacco manu­
facturers inc1udcsdl.lgar, .licorice, sirup, 1!10IaS:';cs, anti c.:igaretle paper. • 
The costs of thes(' adclitjonttl mnterinls in 1030 totaled nhout 14~ 
million clolhn's, or about 5 percent of thp ('osis of the. leaf tobacco 
uS!tld, ItCcorcling to cemms reports, III i1ddition. costs to manufac­
turerS of other supplies and c.:onblincl's amounted to Illore thlln one­
fifth of the costs of the \('af tobn('co, 
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:Most of the tobacco products go directly or indirectly from manu­
facturers to wholesalers and jobbers, then to retailers, In 1931), 
according to census reports, products valued at almost 7 percent of 
the total were distributed from manufacturers directly to retailers, 
including c11ains. Small proportions were sold by manufacturers to 
consumers nt retail and to exporters, 

DIVISION OF CONSUi\lEU'S DOLLAR 

Prices paid by consumers for tobacco products are largely ac­
counted for by costs of marketing, manufacturing, and other serv­
ices and by Federal and State excise taxes, Retul'l1s to growers for 
the leaf tobacco used account for only it relatively small proportion. 
Data relating to the average retail value per unit of tobacco products 
and to the average value of the leaf tobacco used per unit of finished 
products SllOW that, during th'e IS years H126-43, returns to growers 
:for the United States to13acco used avcraged about 9 percent and 
costs to manufacturers of the. foreign-grown tobacco used averaged 
about 4: percent of the retail valne of the finished products, The 
combined amounts of the returns to growers for the United States 
tobacco used and the costs to manufacturers of the foreign tobacco 
n;veraged about 13 pm'cent 1)1' tIle retail prices of the finished products 
during this IS-year period and 15 pel'cpnt in 1!)3!), The. combined 
proportions varIed dirrctly wifh prices of lr(1 f tohacco :tnd ranged 
from less than f) prl'cent in 19:U to almost. Hi prl'('C'nt in 1929 (fig, 2) 
(1.5) ,4 

• PARlI, K .. and Jh-:EN, R. 0, pnrCI, SPIUUIlS nEl'WlmN FAR~rEns ,'\~Il cO~SU~rR:RS-
1'0nACGO I'nOIl1CC'J'S, [Unpublished manuscript.] 1.'he prices and margins shown 
are weightea averng('s for Cigarettes, cigars, smoking tobacco, and plug chewIng 
tobacco, ~rh(' weights use!] are percentages of tax-pnW witlldmwals based on 
data reported hy the Hur('I1U of Intel'nnl lle\'('nue, The composite average 
retail value of the 4 tobacC'o Pl'Orlucts was obtainec1 by lllultiplying the retnll 
priC'es per unit of ('aet! pl'oduet, as reported by the Bureau of: Labor StatistiCS, 
by the estimated ayemg(> IIlnnhC'1' of units of ench product derived from I-pound 
of tobacco (fnrm-snles weight), then by combining the products on the basis 
of leaf weights repl'rsenting perrpntnges of tax-pnid withdrnwals, The average 
farm value pel' pound of Unitl'!l RtafpI; tobacco 1lse<1 by clomelltic manufacturers 
In the pl'oductll of eaeh of: the -l tohacco products ",al; ohtained hy weighting 
the seasonnl m'et'age flu'm priee of each of the YarjollS types of the United 
States tohacco by the Jlropol'tion of the total quantity used in ench product 
that was lI('rotllltcd for hy pnch typC, The n\,pra!!e fnrll1 Yllluc pcr pound of 
United States tohaceo 11sc(l in all 4 toiJncro products eomhined WIIS ohtalned 
by weightln~ file nY(>I'ahl' fot' earl! pJ'()(llIC't by p('l'eentagN; of tax-paid with­
drawals IlR all'pady in(llcatl'!l fm' quuntiCi' rctail \'aluc5, Importcd tobacco 
maC'lllP from 5 to 1) Jlereellt of the total quantity consumcd by domestic mnnu­
facturel'R during the period 1!l2G-!B ancI till' average yaluc PCI' pounll of the 
importrcl tohn('col]sed was sllhlltantinlly gl'patel: than that for Ameri('an-grown 
tohneeo, 'I'll<' a\'Ptt\~r farlll "alllr of the 1'nitNI Rtaf-ci'i tollnrco inrlurled in It 
pound of leaf toha(.!'O 11s('(1 wn:; ohtain('d hS I'P(IIlCI!l~ the aV('I'II~e fnrm value 
pl'r pounel ll~' the nX('l'a~e ])I'oportioll of COl'l'i!!lJ-groWII toha{'co inclmleti, The 
r1"ernge value of tll<' fOl'ei~Jl-~I'o\\'n tolw('('o incIlHled in II pOllml of leaf tobacco 
lli'iNl WII}; ohtainNl h~' mllltipl~'lng the aVrl'lI,t::f' vnlue pel' pound of the tohncco 
impOl't('<1 hy till' nYcraA"e pl'oport-ion of fOl'Pign-gl'oWII tobacco inrlllderl. ·Welghted 
lIyel'a:.:~ faJ'1ll Ylllurs of 17nitc<l ~tates t:ollllC'(,o 2,fi years em'lIer, obtained by 
raking the slmpli~ meftn of the fnl'tn yulur 2 tlIlt! 3 yenl'S cllrlipl:, and concurrent 
yalurs of: IrnpOl'tcd t-ohac'co \\"rl'l' lII;r<1 in ralC'ulating thr margin or sprell(l between 
the composite averllg(' rrtai1 vlIl,l1e of lh(\ toiJllrro pror1\J('ts ohtainable front n 
pound of leaf tobac('o anel the ,"nillc of the Iraf tolJllcrl) lIscd, H,etail prlr(\5 of 
plug (oil:Jr('o In till' ~'('!tr~ 1!1-IO-I;{, 1111'111<;1\'('. WI_'n' f'stimat-£'(l fl'Olll priers of pipe 
tobacco, 



6 TECHNICAL BULLETIN 913, 1i. S. ])£1'1:. uF AGRICULTUim 

'e 

2.00 

1.50 

1.00 

.50 

o 

80 

60 

40 

20 • 
o 

1926 1928 	 1930 1932 1934 1936 1938 1540 1942 1944 
YEAR OF RETAIL VALUE IFARM VALUE Z.S YEARS EARLIER) 

~ Value. of tobacco imported t • fa~m vllue American tobacco used· 

• "n~u ru Jf'itr 01 C/~,"rtrtu. eN.-J. $'''1[.11 rOSAcea HD rUG ,,"/11; rOIJ,c"tJ ",,,'r'~ IF 1ft .,i,,,

,':;1 tlllJft S'fJtl!itlCS~ tWV O:!T1!L:tD MJ ttl 'rhU 01 flUS DIRttlD no. I IOIf'(j Vf 1061C:0 ("''' ..S1U' 

_I/I.//T J ,,:t .(.· ... Itt' Jo.. n~l:Ii H flf./JU Ut'DRHJt.. corrUtlD ,,, flJ ...3HU "/l.ol1 Qf LlII rOl,r:co. 


o 'J~' ,UelS UR ror.o Of ro:o~co fOR lIt', 01 ,fl 10"" (lO'rCrl JRI IIlaHIIJ .rrU,UU 01 ,.:rtJ .,,"'tNI:I 
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li'ig. ::!.-AYel'age retail ,alne of tobacco products ohtninahle 1'1'0111 a 110111111 or 
toiJIlC(,O, H\-('rngt~ yalue of the tobacco used, and margins, Unitt'd ~tates, JH2!l-43. 

Retail v:t\w'i{ ()[ tohacco I)m<lllcts ar(~ lar~l'ly lw('olllltedfor by IlHII'ketin~ allli 
lllan\lfnctllrill~ Illargil\l:i nnti by 1·'edenll Hod. Htate pxci::;c tuxe::;. J)uring the J8 
years )!)2(HH ('osts of the leilf tobac(~(l \lse(l u\-CL'agcII ahout ]3 percent of the 
retull yaille of thE' Jll'oducts lind rangcd frol1l al11lost 10 percent in U)2H to le::;s 
than 10 pcr('cnt in 1!)3;). nm'ing" this pel'iOll j·'edernl ;uIII ~tnte exeif;e taxcs 
haye incren::;ed. ~lHl'IH'tillg ami IIlallllfHct;uring 11l11l'gins IIml ('lists 01: imported 
tobacco (leCI'('Ils(,l1. 

li'ecleral and Sb\to ('xcise taxes nre noteworthY items ill the cost~ 
of tobacco products. The proportio11s of the COliRU111eI"S dollar paiJ 
for Jinishecl tobacco produds that were accounted foe by these i:tlx('s 
n.vemged ahout :H percent during the 18 years 1026-43, find the • 
proportions by years l'nngcd :frQIll ~7.{) pel'c('lIt in H)2G to 38 percent 
in 1041. In recent years lL :t:ew cities hare le."iecl excise ta.xes on 
tobacco products, mostly on cig:n'cttes, but the, proportion of the 
consmner's dollar, for the country as II whole, accounted for by these 
local tuxes is relath-ely sma TI. 
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)Iarketing and manu:facturing margins, including local excise 
t:Lxes, but not including Federal al1d State excise taxes. accounted 
for about 53 percent of the consumer's dollar during the 18 years 
1926-43, and the proportions by years decl'ea~ell from almost 58 
percent:in 1926 to less than 50 percent. in 193!)~ I!HO. and ID43. The 
size of these margins emphasizes the desirability of a break-down to 
show the items included and their l'elatiye importal1(,l'. Estimates. 
based on (,ffjcial data and on other information. w('re made to show 
the a verage distribution of the consumer's dolla 1: paid for tobacco 
products 1n 1D3n, the last "nol'maP' prewar year. Data avai lable 
for this purpose are not complete, In S0111e installep::; th('y arc not 
strictly compal'able. Consequently~ some ]ibel'tie:; '\'el'e [al\-('l1 in ap­
proximating the distribution of the consumer's donal' Oil this basis, 
Furthermore. the estimated mllrgi1ls \\"('I'e ;\(ljustNl to apPl'OXinHltl' 
the farm-to-retail price. spreads for tobacco pl'ocluets. HS cnlcnlated 
by the Bureau of Agricultural Economics, 

Estimates were madE' to S}H)\\' the avera!.!'e llistl'ibution of tlw con. 
sumer's dollar for n11 tobacco products cOll1hinecl. on the hasi~ of thl' 
;tgency mnking the COllvE'l'sions 01' l'encle\'ing the Sel'\'ie('~, The. re­
sults show that, On t11e [I.\'erage. ill H13n. ahout· 11.(, ]>PI'(,(>111 01' the 
eonsumel"s dollar ''''rHt to tobllet'o growel'::; in thC' 1'n itC'<1 Sin t($ 'fOL' 
farm production. 3,6 percent 1'01' tohacco imported. 1.2 p(']'{'ent to 
dealers in leaf tobacco. 25,2 percent to ll1anufactmeL·s. 36 percent for 
Federal [lnd State excise t:lxes ..1, percent to wholesalers 0 r tobacco 
products. and 18,;~ percent to retailers (fig, 3), 

Information relating to specific items of costs is not {'ompletc and 
in some instances the data j'Ol' the yarious agenci!'s are not COlli. 
pal'nhle, but rough approximntions based OIl such datIL as are avai t­
able indic'at!' that Federal and State excise {nxes nc{'ountecl for about 
!3(i pel'C'C'nt of the retail price for all tobacco products combined 
(fig, 3), Sal!lries and ,,'ages. except farlll, acC'olllltC'{l on the average 
:/'0]' abollt 1i,R percent 0 f the retail price; co:;ts 01' 11(l\'crtisi ng, 4,2 
percent; operation profits for all. ngenC'ies. ex('ept ftu'Illf'I'S, 10.3 pel'­
tcnt; and other pxpemes of manufacturing and diRtl'ilJlltiIll! tlH' prod­
ucts ayeragecl nhoth Hi,5 percent of the retail price, TIl£' l'elatiw~ 
importance. of tl\C'se itellls is inc1ieated by the fuC't that Federal and 
State ex('ise htx!'s were more than 3 time.t; as awat. anc} salaries and 
wnges for manufaC'turing and (list]'ibuting' the prOdllC'iB amollnted 
to about one [11111 one-halt' tillH's as mnch. ns the retlll'l1S to growers 
in the tTnitecl StaiN; £01' the .\nH'ricnn-!.!'l'OWll tobncco nsed, '.rhe 
('ombinec1 operating profit;:; I'D]' all a.!!cneies, ('xcept fal'mel's. amounted 
to alm'Ost 00 pen·en!:. and C'ost:; of :\(h'ertising nI1lOlll1(rc1 to about a 
third of the. l'etmns to grOWN'S h1 the Fnitr<l State:; for farm 1)1'0­

dl1ctioll of: the .\ll1el'ieaJ1-gI'O\\'n tobtlC'C'o l1~Nl. 
Th(' approximate propol't ions of tIlC' C()I1~l1ll1(,I"S clollar (hat wcnt 

to gl'owel'S in tIl(' {·nitecl ~Intps for th(' .\Ill<'l'iC'an-growll tobacco 
used. as s1)()wn fo}' In30, 'was basC'(} on thC' H\'el'age I'('tnil pricc of the 
PI'OdlH'ts in 1!1:3D. on till' simpl(' aY('rnge of fnl'l11 prices of Amcl'iCllll­
grown toha('C'o in l()!"I.G and. IH37. :\11(1 on C'ORts of: f01'eiaJ1-gl'owll to­
bnrco in 1030, Farm pric('s of iohocco in 1H::\(j Hnd in IH:37 W('I'C' 11111Ch 
higher than in In30, H fal'll1 prieC's in IH30 ha(1 ])('el1 llsC'd in these 
<.'aJrnlatiol1s instead of tl1P nYC'rage of IH:W :111(11037. the proportion 
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APPROXIMATE AVERAGE DISTRIBUTION OF THE CONSUMER'S DOLLAR PAID FOR 
TOBACCO PRODUCTS. UNITED STATES. 1939* • 

BY AGENCIES BY COST ITEMS 
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Fig. B.-Estimntes of the distribution of the conS\lJl1er's dollur patd fOl' tohllcco 
products IndiCllte that In 1039 about 22.'1 cents went to wholesalers Ilud l'etailers, 
36 cents fOl' Federal und State excise taxes, 20.4 cents went to manufacturers 
and dealers ill leaf tobncco, nud 15.2 cents went for leaf tobacco. Salaries nnd 
wnges, other than (m'm, nc<'onnted for about 18 ceuts; Pl·OI.itS, other than farm, 
10.3 cents; advertising, 4.2 cents; Impolted tobncco, B.O cents; and returns to 
farmcrsin the United States, 11.G cents. 

of the retail prices of the products in 1939 accounted for by returns 
to (Trowel'S in the Unhed States for the Al11erican-grown tobacco 
used would lUtYe averaged about 8.8 percent and manufacturers' mar­
gins woul(l have averaged about 28 peJ'cent. Costs of tobacco as 
reported by manufacturers usually represent the average inventory 
value of the tobacco accumulated over a period of years. 

These data supply a basis for indicating the relative importance of 
bringing about both increased efliciency and reductions in tIle costs for 
the various agencies and functions involved. According to these data 
tIle margins 1.or manufacturing tobacco products, exclusive of excise 
taxes, or for distributing them through wholesale and retail channels 
each averaged more than twice the returns to growers in the United 
States for the American-grown tobacco used .. But such differences 
may not reflect accuru.tely the relative opportunities for making sav­
ings in costs that could be passed. back to growers or on to consumers •of the tobacco products. Some indications of the extent to which it 
would be feasible to reduce these margins may be obtained from an 
examination of detailed information for the various agencies involved. 
Such information is presented in this report in about the order in 
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MARKETING AJ.~D MANUFACTURING MARGINS 

which the services are rendered, beginning with the marketing of leaf 
tobacco. 

MARKETING MARGIN"S FOR LEAP TOBACCO 

These margins Incli.lde the charges mude for taking leaf tobacco 
from farms or from local markets and delivering it to manufacturers. 
But before it .is offered in the markets, the tobacco is cured on the 
farm in barns especinlly consb'ucted for use with 01' without facilities 
for heating, dr-pending upon the type of tobacco-,yhether flue-cured, 
fire-cured, or air-cured. The purposes of this curing on the farm are 
(1) to reduce the moisture. content of the leaf, and (2) to obtain the 
de.sired color, texture, fmel aroma through chemical action which takes 
place during the Pl'OCC;;S. 

USUAL PRACTICES 

Growe.rs sell leaf tobacco tlu'ough the loose-leaf !tuction madwt, in 
the hogshead market, at the farm, or through coopel'lltive mal'keting 
associations. s The loose-Iea.f [lUction is the prevailing system of 
marketing tobacco in all tobacco-growing territory, except in the 
cigar-lea;f districts. At least DO percent of all the tobacco produced in 
tIle United States is sold by this method. The sales are made at 
especially constructed ,vnrehouBes where growers may deliver their 
tobacco a.lld have it auctioned off to the highest bidder. The bidders 
include those employed by marmfacturers, those employed by jnd~­
pendent leRi dealers, and small speculators who buy and resell "Hlun 
relatively short periods. 

After the tobacco is cured on the farm it is soried according to 
qualitv and tied into hands containing from 5 to 20 leaves, in prepara­
tion for the auction IT)arkct. These hands are delivered in wagons or 
trucks by the grower to the warehouse where the tobacco ts weighed, 
labeled, and placed in baskets on the warehouse floor. 'lhe baskets 
are arranged in long fOWS with each grower's baske~ toge~her and 
with Spltce between the rows for buyers to ·walk. A tIcket JS placed 
on each basket showing the owner's name, the number of pounds con­
tained, and the ('onse(,lltiyc number given to the basket. In markets 
where the tobacco is federally graded. the official grade of the Jot is 
also show11. The tobacco is then ready for sale. 

Sales are made by baskets us the auctioneer goes down the side of 
the row. A representative of the warehouse usually precedes the 
auctioneer and indicates It startin!! hid for eaeh bnskE't. The bUYel'S 
frequently draw out hands of toL·acco from the basket and inspect 
them as a basis for their bidding. Sales [H'e made at yel'y rapid 
rRtes, rano-jng in normal times from 2M) lots an hour in the. fire-cnred 
districts ~ 500 lots an hour in the flue-cured and burley districts. 
After R basket is auctioned o1T. the grower has a limited time. within 
which to accept or rejE'ct the hid. A rejeetion is indicated by placing 
the ticket out of sight or by tenring off the price l·ecorded. The 
tobacco for Wllich the bid is rejeeted is offered for sale at a later date. 
If the bid is accepted, the sale is booked and the grower receives a 
check from the warehouse for the amou11t of tlle sale mi11us wal'('house
c1w,rges. 

~For n detailed c1escri1)tlon ot: tobacco marketing methods see GAOF.:, O. E., (o!). 
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Immediately after the sale, the buyer remoyes the tobncco from 
tho wnrr.houso to packing houses OL' reclryil1g plants ",hore it is 
reclried, sOl'ted~ and packed'in hogsheads for !:ihipment 01' storage, 
Altu'ge percentage of the tobacco is bought by IlIltnufacturel's and, 
after being Pl'occs8ed llnd packed in their plants, usually is shipped 
to their private ,,,n,rehollfoies Jor storage, Tobacco pUL'ch:u;ed fot' 
export l]snully is conditioned in this country tlnd shipped abroad for 
stornge, TIHlt bought by independent buyers genel'nJly is conditioned 
and stored 1n hogshelltls in pub1 ie sl'orage wltrehouses ror resale at II 
Intel' date, 011 sample, Other buyel.'s .iIwlnde clenlr)'s who !:it,ll to 
manufacturers or exporters, ~ome. ol! tlll'sl.' (11.'a1l'1'8 ('I1I'I'Y Oil 80n1(' 
l'Nlrying opel'lltiolls and some l'('sr1l the tobacco in the sallie conditioll 
in ,,,hich it wns bought. 

Before the {hwelopment oJ loose-lea!' sn h's. if WtlS ('U8tOIllH I'y rO[' 

tl'lldel's and gro\Yrl'S in SOllie al'eas to pal'!\: thei L' tobacco in hogs­
heads for ('onrcllience in shipping or hauling, Bllt thc ollly 110gsl\rt\fj 
llHl)'ket in operation in recent years is the dosed-bid alldion at 13!tHi­
mo['e, ~Id, '1'ob[1('('o fot' this market: is pnc1i:Nl in fL ('nsk 01' Iwgslwad. 
tlH\ dimensions of which are appl'oximatrly ,~,l: illc1Jrs in dial1leter !Lnd 
5·1: inches in length. rsmtl1y the tobn('('ois sorted Ol' gmtlcd beforc 
01' as it is hand-pltckNl in t!Je hogshead, The hands are ttl'l'nngcd !:iO 

that the butt!> ('xtr11(1 (owal'd the outsidc of Ill(' clIsk lind the hJha('co is 
COIllIH'csse<l into the hogs1l('ad by means of IL prize, 

Aft-el' the tobacco is packed it is shipprd to mal'ket IIII<1r[' ('onsign. 
Illl.'lIt to a broke)' or to f:iome coopeJ'ati\'(1 Hhipping :tssol'ial iOll, III 
eithel'CHSe the hogsheads arc sampled by fltnte inspectors and (he 
Ramp1c's tiro sealed and tm'ned oyer to the consignee 1'01' display nl~ his 
place 0 r bUHiness, The buyers make the rounds of these brokerage 
offices and submit senlcdl!ids on the tobacco t!Jat suiU; them, Thp bids 
:H'e olH'ned at- the ('lose of the dllY and (he sales lll'e ItnnOlllH'Nl. 

In most or the eiglu·.ll'af tobntl'o districts, the sale of lhe 1eat: 
tobacco is made at Ihr farlll, Thl.' salrR ('ontl'llcts Illny \w made dUl'ing 
the gL'owing 8('11 son 01' the ~ale Jlla~r take l)lnee aHer the tohlt('e() L" ('lll'Nt 
01' while it. iR in {he p['ocrss of C'ul'ing. The huyeJ's im'lud(' indl'Jl(lIHI­
eut Plld;:('I's and ('iga.l' llIlIn II f'nd lII'erR who ride oyer tllP lohae'co­
gl'O\\'ing dist dds prl'iOtli('all~- dUling the gro\\' ing season to ohhLin 
illl'o['IlIHtion Oil ('hHl1gl's ill l\(,l'engl', 11)e lo('ation of desil'llb1e ('1'OPS, 
and the l>l'ogl'('BS of I1J(';;(' ('I'OPS, PllI'ehases of {obacC'o in the barn IlIIlY 

be at It pri('r for all gl'lHlcos alikr OJ' OJl 111(' basis of gl'adcs. ROllle of 
til(', ('igal'-l('uJ {ol>H('('O. l'speein11,Y in the. shaclc,-toblt('co <list ['iets, is 
p\tH'('(lin t1l(' hnnds () r pn('kel's ro!' f:Ol'1 ing, H\\'raling, and pl1l'1i:i ng 
1>l'1'o['(' it j" :-01<1 1),\- gl'OWl'I':-. 

~()lIle tolm('('o i:; soh1 i hl'Ollgh ('OOpel'H (i \'(~ 11 Inl'!n't iIIg at.;~!o('i:tt ions, 
most of \\'ltit-h l'lIlploy thr faeilil ieH of Ihe allcton-mttl'kct system, 
Csua11,' th('s(' lI~so(,jat ions nrl' Ii nlu[('C'd 1'1'0I11 nOYel'l1 nwnt' 50111'(,(,1', 
This tCJbne('o is iIlSp('C'tNl by o/JiC'in1 gm.dpl's of! the United States 
J)('I)fll'tJllrll( of "\,!!.'l'iCUltUI'C, and the aPPl'opriatl;l grade symbol is 
enh'l'rd on till' basket OJ.' lot f:iek('t lwl'o1't' it iH 0(],('['('(1 -fOl' pllhlic' Hal{\ 
on the. anction {10m" Lots (hat fnil to sell nt pl'cscribell rnini.num 
priecs tlc(,OJ'lling (0 I-rl'lldc :u'e retained by Lhe assoeiation Jor disposi­
tion lntel.' at pri\-n(e sales, 
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CU.\flGES OR COSTS 

Data nsailalJle OIl margins 01' costs [01' marketing ]eftl tobacco aro 
confined chiefly to fee:; clltll'gl'tlLJy wlll'ehouSelll('Jl foL' their Sel'\'lces jn 
selling the tobacco illloose-leat Iluction mut'kets. ~lost o'f the hauling 
of tOUtlCC'o ft'OIll Itttms to the!:le mal'kets is done by growers or by 
local truckers. Little illi'Ol'umtioll as to costs ot this tmllsportation is 
a.ndhbJc·. :JIOht or tllt' l'ig'HI'-l('nf toi)lt('co is hold at the farm, and the 
costs of buying, transpol'ting, processing, alld handling nre included 
in the lIIalluhwtlll'(,1'1-l lllUl'glllS, OIl]Y tL l'elatiYely small quantity of 
tobacco is :-;ohl ill the JlOgsIll'll(ll1llll'kt,t, The costs of lllluketing this 
tobacco in :JIal'yland in lU;31 W(l1'l' I'(,P01't('([ us ;W cents pel' 100 pounds 
for hauling, 2G cents 1'01' casks, ~1:7 ('ellts for i"l'11illg, 1 cent fot' all other 
costs; and $1.0-b 1'01' all {'OHtS t'Ollluilled (4), In tltp 1!l·1:-~ SPIl!>Oll and 
for seYl't'ld l'al'lil'l' yeal's, the sales commission at the Baltimore mar­
ket WIlS $3.00 pCI' hogshead. (Hogsheads mnge in weight [I'om -LOO to 
SOD pounds l\ct lllHl :tye1'llge about GOO pounds.) In addition to t.ho 
selling conI1l1i~sion, whil'h is paid by the grower, fl 1'ee of ~!,3.()0 per 
hogshead. which constitutes ft ptlj'lllent for inspection and stora,ge, is 
paid by the put'cliaser when the tobacco is withdrawn. ' 

Data l'eln ting to warehouse charge!> on auet iOIl sa Jes in e.lfect dUl'illg 
the llH!l-·1·1 season sho\\' that llIaxill1ulIl churg('s -for s('lling flue­
('ured tobacco in ~ol'th Carolina, South Carolina.) Georgia, and 
Florida, as lix('d by statute ,\"el'e: .\udion j'ee~ 1;) (,(,lltS 0)) all piles of 
l!lO pounds Ol' less. and ~5 cents per pile hl exceSR of that weight: 
weighing nnd handling fees, 10 cents pel' pile up to 100 pounds. and 
10 ('('ntH for eaeh additional 100 pounds; and fOl: cOlllmissions, 2,5 
percent of gross s:tles. In Virginia, flue-cured and iOll feps \\'el'e 25 
ccnts pel' pile; weighing charg<'s, 10 c('nts pel' 100 pounds; nnd com­
missiom;, ~.;i pel'('en!' of g:ross salt's.G 

Similar duta. fol' other types show that for burley tobacco auction 
chftl'g('s !':Inged :from 25 to a5 ('enls P(,l' 100 pounds Ilnd ('onllnissions 
front 2.1) to '" pcrcent, For fil'('-('Ul'ec1 tohnceo, nnction charges llsunlly 
were 40 to 4;'5 cents P(,1' 100 pounds and cOl1lmi;.;sion chal'gcs llsually 
W(\1'Q 3 percent. In some Htlltes a charge of 2,5 cell Is pel' 100 pounds 
waS made fo1' insl1l'n1l('(' . .A ('oillparison of tJH'se chal'g<'s and Cdl1l111is­
sions with those l'<'pol'(('(l by the 1<'('<1el':11 Tl'Il<lc Commission in lD37 
indicates 110 \"e1'.)' gl'ent C111111,(,('es ill til('!"(' charges in I'e('en( yeal's (/8 p,
408). A, "rrpack" fec of' 10 ('ents pel' 100 pounds on reOfTerings n-fter 
It second l'('.ip('( ion is (j('c'nsiollfllly lllade. On sales l'eje('ted hy coop ern­
fiY(} nRR()('iati()n~ all(l thn (ohu('('o SPilt 10 lli(\ pl'iz('l'Y. agl'(I('d (·h;ll·gps of 
20 cents per 100 pounds, .J!) cnnts per 11')0 potlllllH, a11(l 30 cents per 
lIJ(J pOUll(is, UlHl 2 pC'I'C'en! of the association advance, were reported
in 1!l:}7. 

Data 011 Wlll'eltollse ('hal'ges :for selling tobacco in Hi markets in 
Yil'gillia in l!l~D-~m aml1!l:lO-:l1 f;how SOIllP ml'iations from one mnr­
ket to another. Hilt ill 1110S[' insttlllc('s tlwsn charges wel'e about tho 
same ns thoso all'cadyin(licllted for mOI'(, l'('C'entwlu's (table 1) (l), 
\Veighin~ charges in most' IlHll'kets wel'c 10 rents; especially for piles 
up to 100 poundR, and ~,;; pel'cent was Ill(' llSllal {'ommission. hut 
('hal'ges rOl' uuctioning Yal'i('d considerably :from one market to 
another. 

• UNITF:1l HT,\TES DF:p,\RnrENT OF ,\ORIC't'r.Tt;ItF). .A NNl:AT. REPORT ON TOIlACCO 
STATISTICS, l!l44. Dii pp. fPro<,C'ssed.] 
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hEMS INCLUDED IN MARGINS 

Infol'mll,tioll as to the items of cost involved in the operation of 
tobacco warehouses is incomplete. Adequate data I'elating to these 
costs in recent years are gl'eatly needed, but SOllle il1dicatioll of the 
relative importance of the yal'lOUS items involved may be obtained 
from daht sho'wing the umounts and distribution of tho costs or 
opemting tobacco warehouses in Virginia in ID29-30 and 1930-31 
when charges were about the same as in morc recent years (tabIe 2) 
(1). Because of the flthallces iIi. wage rates without offsetting ad­
vances in technological developments, labor costs may npw l'epl'CSent 
a somewhat larger proportion of total costs than in curlier years. 
Data on costs of operating 18 flue-cured tobacco warehonses in ID30-31 
show thn.t salaries !tnd labor costs averngecl l1ear1y four-fifths of a 
cent pel' 100 pounds of tobacco or tLbont Hi percent of the total. 
Builcli11g costs-including depreciation, l'ep~til's, insUl'lLnce, taxes lLnd 
rent-amounted to almost one-tenth of It cent. per 100 pllunds, or to 
about 15 percent of total costs. Other costs include interest on inyest­
ment, lonses on ]eaf [leconnt, equipment, snpplies, ancl miscellaneous 
expenses which, combined, aYl'Jl'aged about 0.15 cent pel' 100 pounds of 
tobacco 01' about 2-1 percent of toUtl costs. Data for llflue"cnred 
tobacco wlLrehouses ill 102D-30 show thnt itel1ls of costs and the pro­
portion of the totnl accountecl for by salaries n.ncl wages were some­
what greater tlum 'were indicated for ID30-31, but on the whole the 
distribution of costs for the 2 years was about the same (table 2). 

TABLE 1.-Weighing, anction, and comtni.~sion chm'Ocs levicd /01' selling tobacco 
on different markets, 19S9-80 amZ 19.50-81 

i\[lIrl,('t 
Wet~hlng

(per 100 [Jounds) 
Auctioning
(per pilc) COlllmlsslon 

Dnnvllle •.•.•.•••..••••..••.•..•.•.•. 
South Boston •.•.....•...........•••.• 
South 111ll ••...•••...••••.•..•....•.• 
Chnsc City ..••• " •••.•.••••• , •....•. ,
Lnwrencevlllc ••.•.••.•.•.•.......••.. 
Broolmelll ••..•.••.•.•.••.• , .•.......• 
CIIl!'ltsvlllc •••..••. ,., .•.•.•...••.••.. 
Rod,y Mount ..••..•.•....•.....•.•••• 
Lynchburg ••••.••..•••..••.•.•••.•... 
Fnrmville •...•..••..•.•••......•.•••. 
Blneltstollc· .•.••••..•.•.•..•..•....•• 

OClits 
110

1210 
110 
10 

110 
10 

'10 
'10 
'10 
(oJ 
If) 

OCIlt8 
25 
2f) 

41» 
&25 
G1ll 
2fi 

325 
'15 
15 

25 

J't'rcent 
2.~ 
2.5 
2.fi 
2.0 
!tri
2.n 
2.5 
2,ii 
2.5 

2.5 
Bedford •••., .•••...••.•.•.•••• ' •••..• 
Drnltes Brnnch ••••.••••. , •••...•...•• 
Amelill" •.•••••••.••••.•..•••...••••.• 

(7) 
'10 
10 

'15 
25 

a.o 
2.5 
2~5 

Richmond •.•.••••..••••.....••••.••.. 15 25 3.0 
Abingdon .•.••.•.•.•.•....•.•...•••.• '°20 80 

, A weighin~ chllrge of 10 cents is mllrle up to J00 I1Il II lids, !'N;llr!1icsH of w('iJ:ht. 'J'he 
chnrges for piles In e.~Cl'SS oC 100 pounds were 1 cent nddlUonul charge for each 10 pOllnds 
over 100 poulldM• 

• Ono warehouse mlllws u 25"oent strnlght charge Cor piles weighing In excess of 100 
pounds.

• Piles wel~hlng In eXcess of GOO pOllnds are churged an nuctlon fcc of liD cents 11er pile.
'Auction fees nre 15 CCllt~ per plie up to 100 POlllHls, 0\'01' 100 pounds 25 cents per pile.
• Weighing and nuctionlng chargcs ure combined on a I;rIldunted scule for nil piles In 

excess of 100 pounds by one warehouse in this lIlILl·ket. 
• Auction chur~cs /Lre IG cents up to 100 pounds, 25 conts for 100 to 200 pounds, and 50 

cents for over 200 pounds.
• Weighing nnd mIction churgcB combinerl, clnssed /LS weighing churges, 10 cents Cor plIes

under 40 pounds, 25 cents fol' pilcs ov('r 40 POll lUIs. 
• If plleR weigh lesB tlll1n 100 pounds, weighing cbnrges are 10 cents und uuctlon fee Is 

l5 cents per pile.
• This 11luritCt In 1030 11[111 u wl'lghing nnd uuction chnr~e of 50 cents per 100 pounds,

which \Vus changed In 10:11 to 25 cents [Jer 100 pounds"for piles selling below ~1.00 a 
hundred nnd 50 cents pcr 100 pounds for plies sellll1~ nbove ~1.00 pcr 100 pounds, 

10 Chnr~es nrc 20 cents It hnsket for weighing lind 80 cents n hundred pounds for nuction-
Ing with no commission charge. ' 

Ruproduced from BALLlJo;oEn. R. A., und :'I'\XTOZ'i, 'J'. I,. Jlal'kctillu l'h'uinia 7'obacco 
(1, 1). 36). 
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Similar data relating to costs of opera.ting 8 fire-cured tobacco 
warehouses in Virginia in 1930-31 show that salaries and labor costs 
averaged about a third or a cent pet 100 pounds of tobacco or about 
65 percent of the total costs (table 2) . Building costs-including 
depreciation, repairs, insurance, taxes and rent-averaged about one­
tenth of a cent per 100 pounds of tobacco or about 19 percent of the 
total. All other costs including interest on investment, losses on leaf 
acoount, equipment, supplies, and miscellaneous averaged about 0.08 
'ce:nt per 100 pounds of tobacco or about 16 percent 0'£ the, tott\l cosb;. 
Total costs of operating flue-cured tobacco warehouses in 1929-30 
avera~ed somewhat greater than in 1930-31, but the distribution on 
the whole was ahout the same. 

MEANS OF REDUCING COSTS 

Results of analyses of records for individual warehouses in Vir­
ginia for the seasons 1920-30 and 1930·31, when charges were about 
the same as in recent years, indicated that costs of operating tobacco 

TADT.E 2.-Distribution 01 COl!ts 01 tobacco-wrL/'chouse operation i1~ Virginia, 
1929-30 ana 1980-31 

FT.UEl·CVRJiJP' TOBACCO WARJiJrr01:SEl OPERATIOX COSTS 

Percentago Cost per
Operation costs of totnl 100poumis 

Items of Cost 10!:!0-30 10aO~31 1920-BO 1030-31 1020-30 jD30-31------·----·-1---­
Dollar,q J)ollar,q Percent Percent OentR Ocnta 

Labor costs total. " •. •• 2ul,2()0.00 !:!33,202.H GO.52 Gl,:H 0..172 0.31l!! 

Building costs total .... 52,231i.00 liO,3rJ2.00 13.83 14.82 .008 .09:1 

DepreclllUon~ .• . .. 11,000.00 13.222.00 3.07 3.4S .022 ,022 
Repnlrs •....••••.. 4."'iO.00 3.402,00 1.20 .01 .000 .000 
Insl1rauco ., ....•.. 8.<l0ri.OO 14.404.00 2.2S 3.81 .016 .024 
'l'nxns ......... t ••• S.l$O.OO 10.fiO·1.00 2.17 2.10 .01(i .018 
Rent' ..•.....••..• 10,300.00 14,670.00 5.11 3.S0 .030 .025 

J~(Ju Ipmoll t costs total •.• Ii,OOO.OO 1i,1SO.00 1.301 1.3G .0lD .000 

Bnskets ..• ,....... 200.(/0 25.00 ,os .01 .001 
TrucJcs .•••.. , • • . . . 315.0(, 530.00 .OS .14 .001 .001 
Scales ........... ' 2!!0.00 fiIll:i.OO .00 .15 .001 .001 
Office equipment .,. ·1,23t1.00 3,821.00 1.12 1.00 .OOS .00(1 
Other equlplI,lent ••.•••.••••.••• 230.00 .0(1 .001 

Supplies costs totlll .•.•• 3,Hi.OO O,O::mAO .00 1.82 .001 .012 

Fuelllgh t, water,
and power ..•.•.• 1,430,00 3,630.25 .3S .00 .003 ,00(1 

Other supplies •.... 2,317.00 3,203.21 .01 .81 .004 .006 

~l!~cellnneous costs totnl. 22,300.00 20,300.13 n.D3 1.71 .042 .049 

Dues to !Joan] oC 
trade •••.•...... 310.00 ·115.00 .OS .10 .001 .001 

Ac]vcrtlslllg .•.•••. :i••12fi.0() 0.001.01 1.<1·J 1.M .010 .012 
nnnl, exchnnge .•... 10,205.00 '1,140.00 2.70 1.01) .010 .007 
NnorR !lod corree· 

tiOl1S ~ ... " ........ , ...... " t _ ... .. 4m.00 " ..... .001 
Olller costs. • . . • • • . (l,1no.oo 17.300.12 1.71 .020 

TJoss on lenf !lCCOUII t totlll B.G70.00 11.21 S.!J(i 2.27 .010 

'Interest" Oil jJJ\'cstIl1()!It,
total .•....••••..... :H,442.00 38,012.1)0 \l,12 10.00 ~O(j!i .00·t 

= =-= = 
100.00 100.00 .100 .040 

(Continuell) 
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TABLE 2.-lJistripution of oosts oj tobaooo-warehouse OIJeration in Virginia, 
1929-80 ana 1980-S1-(continued) 

FIRE-CURED" TOBACCO \VAREHOUSE OPERATION COSTS 

l'ercentllge Cost per1-' Operation costs of total 100 pounds 

Items ot Cost 1929-30 1930-31 1929-30 1930-31 1929-30 1930-31
----------1-----1-----1·--- -- - ---

Dollitrs Dolllt/\q Percent PercCllt Gent8 Gcnt& 
Labor costs total .. , . c 36,280.00 39,552.'W 56.80 64.99 0.393 0.333 

BulIdlng costs total ... . 11,631.00 11,473.70 18.22 18.85 .120 .090 

Depreciation" ..... . 2,320.00 1,285.00 3.03 2.11. .025 .011. 
Repairs ....•...... 900.00 675.00 1.41 1.' ~ .010 .000 
Insurance ........ . 088.00 644.50 l.ua 1.00 .011 .005 
'raxes ........... . 923.nO 700.20 1.45 1.20 .010 .000 
Rent< ............ . 6,500.0cr 8,100.00 10.18 13.31 .070 .008 

Equipment costs total .. . 2,108.00 1,509.00 3.30 2.48 .023 .013 

Baskets ........... 550.00 90.00 .80 .15 .000 .001 
Truclts ..... . . . . . . . 213.00 09.50 .33 .11. .002 .001 
Scales ............ 45.00 189.50 .07 .31 .002 
Office equipment .,. 1,300.0(1 1,150.00 2.04 1.89 .. ·.oU· .010 
Other equipment .......•...•... 10.00 .02 


Supplies costs total ..... 1,430.00 1,497.00 2.24 2.40 .016 .018 

l~uel, Ilght, water, 
Ilnd power ...... . (165.00 1,184.00 1.04 1.95 .007 .010 

Other supplies .... . 7(15.00 313.00 1.20 .51 .008 .003 

MlscellllneouB costs total. 4,500.00 2,594.70 7.05 4.26 .0'19 .022 

Dues to board ot 
trade •....... , .. 130.0d 140.00 .20 .23 .001 .001 

Advertising ...... . 1,700.00 1,071.00 2.60 l.'i(J .0] 8 .000 
Bank exchange .... . 2,170.00 590.00 3.40 .97 .024 .00:; 
Errors and correc· 

tlons ........... 500.00 ........•... 
 .78 .. ·i.3o· .. :??~. ... ·.OOTOther costs . . . . . . . . ... . . . . . . . . . 793.70 
Loss on leaf accotlllt total 2,400.00 550.00 3.70 .91 .020 .oor; 
Interest" on Investment,

total ........•.....• 5,520.00 3,080.00 8.04 o.or; .060 .031 


Total .......... . 03,809.00c 00,802.86 100.00 100.00 .693 .512 


1 Included 11 warehouses In 1929-30 and 18 warehouses In 1930-31. 
• Included 7 warehouses In 1929-30 and 8 warehouses In 1930-:11 . 
• Depreciation calculated at 2 percent on investment. 
• Rent calculated as actual amounts paid.
• Interest calculated at 5ty., p('rccnt on IIlY(>stmpnt. 
lteproclueed Crom BaIllllger, R. A., and l\Iaxton, J. L., Jfarl:etino lr("oinia Tobacco (t. pp. 

38-39) • 

'tmrehouses could be reduced considtrably by using labor more effi­
ciently, by reducing overhead costs per unit of product through more 
complete utilization of capacity for a longer period during the year, 
and by reducing losses of leaf account through care in handling (1). 
These are problems of individual management to be solved gradually 
through demonstration ancl devolopment rather than by legislation 
or other controls. 

Undue hazards in marketing tobacco result from rapid sales with­
out adequate information on quality. Sales made under such condi­
tions may result in .unduly low prices, to the detriment of individual 
growers, or may mean rejections and resale (fa). Such hazards might 
be reduced and the costs of marketing lowered by selling the tobacco 
on the basis of grades in accordance with United States standards. 
. All burley and dark-tobacco markets and about three-fHths o~ all 

• 
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MARKETING AND MANUFACTURING MARGINS 15 

flue-cured markets now lllake use of these standards and of the classi­
fication services of the United States Department of A!!Ticulture. 
This service, with a dependable price-reportinO' service, should im­
prove the bargaining ability of growers and tend to reduce marketing 
margins or costs. 

IMPORTANCE OF REDUCTIONS IN COSTS 

Charges for selling flue-cured tobacco at auction leaf warehouses 
in 1D39 usually averaged less than 5 percent of the farm value of the 
leaf, but similar charges for some other types of tobacco averaged 6 
or 8 percent of the farm value. Increases in efficiency and reductions 
in these costs of marketing leaf tobacco are important considerations 
but a substantial reduction in these costs would amount to only a 
small proportion of the farm value of the tobacco tmd to a much 
smaller, proportion of the retail value of tobacco products. 

MANUFACTURERS' MARGINS 

These margins include the charges made for the services incident 
to taking leaf tobacco a,nd converting it into finished tobacco products. 
In addition, costs of Federal excise taxes on tobacco products usually 
are included in the margins, or the spread between the cost of the leaf 
tobacco and other materials used and the value of the finished 
products. Leaf tobacco used by domestic manufacturerfl in lD39 
totaled about 885 million pounds (unstemmed processing-weight 
equivalent) of which about 9 percent was imported. Other materialfl 
used includ~d 48 million pounds of sugar and 2"1 million pounds of 
licorice along with cigarette paper and other supplies and containers, 
according to census reportfl. Exports of American tobacco in that 
year on a declared-weight basis totaled about 342 million pounds. 

USUAL PRACTICES 

A large proportion of the domestic leaf tobacco used was bought by 
tobacco products manufacturing companies from tobacco growers, 
eit.her tillrough auction warehouses or at the farm. Data on pur­
chases of leaf tobacco by 13 companies manufacturing tobacco prod­
ucts (which in 1934 purchased about two-thirds of the domestic crop) 
flhow that 73.6 percent of the ]ea,f tobacco used was bought from 
growers, 19.4 percent from wholesale merchants and dealers, 2.8 
percent from brokers and commission mel'chants, 1.7 percent from 
cooperative marketing associations, and 2.5 percent from other 
sources (table 3) (18). 

These proportions varied considerably wit.h the kinds of tobacco 
products manufactured. The proportions ~'Ihtained from growers 
through auction warehouses averaged 67.1 percent for all companies 
comhined a,nd ranged from 1.1 percent for cigar-manufacturing com­
panies to 71.6 percent for companies tha,t manufa<'tured cigarett~s 
and smoking and chewing tobacco. Purchases from growers at the 
farm direct through the company's own buyers aycrfiged about 6.r, 
percent for all companies combi~,1ecl a,nd ranged from 4-.5 percent for 
companies that manufactured cigarettes and smoking and chewing 
tobacco to 27.7 percent for companies manufacturing flnuff. Pur­
chases from tobacco ID('rchantfl and dealcl·s rnnged from about 5.1 
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T.\DLE 3.-Lcaf-tobacco purchases, iflcluaing tobacco grown on the cOlllpunics' oum farms, of 13 tobacco 1Jroaucta manufacturing 
companies, bV sources of supply, calendar year 1984' 

H 
--.~-.-~-----;------------------------- ~ 

Leaf·tobacco purchases, including touacco grown on th!! companies' own farms' 

6 cigarette, slllol,ing, I 
and Ch()\I'l.·ng.rOllilCCo ,I clgar.manufacturing' 3 snuff'lllanufacturing

cOlnpnuie:.::l cOlUllunies6 companies· To ta113 companies >-l 
----.,,~ ~ t'l n

Percent of Percent of Percent of Percent of :::!l 
S"urt'~s of ~uPJlly 1'oullds total Pounds total Pounds total Pounds total Z-1---·___I. I~ ---I--·-~'-	 .?n 

Grolvn on companies' own farms' .••.. 2.6:~O,03i 0.a8 05!:!jS72 2.01 	 3,582,009 0.41i > rPllrchused from-
Tollllcco growers: 	 tti 

l)irect throllgh cOlllpunles' 	 c:: 
own buyers ..•.•..•..•.• "31.2·1!1,O·H 4,·J7 8,2!J0,()W 25.3!J 10,08;;,.100 27.68 750,535,058 11.55 r 

Through auction war<:'hOllscs . fiOO,[)U3,1!!0 71.50 3UO,37G 1.10 16,508,G09 ·11.75 517,892,104 G7.08 r 
------ 0-_--- --_.- ----- ----.--- -----	 tl~----

Total, ••••... , ....... . G3!!,213,OO·1 7G.On 8,G5!J,O!J0 20All 27,554,108 00.43 ;;08,421,252 73.63 .... 
':'~~-.;:-~..-; :!--=:..;;:..~-;-~,;:; ="':" -:,~.~;;;:. =,= z 

Cooperativc tobacco marl,cting :::lIssocia lions: '" 
own buyers ...••.•..•... :l,OOS,GU6 .85 502 t 253 l.G·.1 2,[)'J3,070 7.-12 1J,413,080 1.22 

l)ircct through cOlllpanles' 
~ 

~ ~Through auction warehouses. . . ............ ............ , ............. . ........ .-. 3,053,001 0.20 3,653,OU1 .47 

00-_.... _ 'M __ '" 

---",,"~--- --;--~~.- -----	 VI 
Total •..•••.•...•.••.. 5,OGS,660 .85 502,2{)a 1.5'1 0,506,161 1U.G2 13,067,080 1.60 

::'~-=:;;~~-~=--" ..: = ~;:;~=::'-";;M ~ -=..-.>-~~~.~~ =:--===:; 	
t:J 
tTlLettf mcrc1mnts IIml ,lealcrs ...•. 127,O!l3,GOG 18.20 810 t 021t :,fl3 UO.02 :!,Oll,G80 5.07 8149,620,799 10.38 ":i

llr"kers and cOl.lmls>:ion Uler !'l
chants .••••• , ..•...•....•••. 15,477,5-10 2.21 I 02, iO(),030 8AO 3,523j 915 8.88 021,768.094 2.82 


.... 11 otll£'r $OUI'I'"s •.• , ••••••••••••••• 1·Ui,']1!J,']30 2.21 "JOO,O-14 .;;8 .............. 1;;,000,174 2.02 0 
>:j


• ... '0- ........ 
--...--.,--- ---- ­
llrantl totnl ............. , ... .. 000,702,403 100.00 32,003,351 100.00 1030,(185,8;;4 100.00 772,OS1,608 100.00 > 


C) 
;:::

'Purchases of 1 of the 13 companies were rl'poried for the fiscal year ended Junu 30, 103;'. .... 
~ Includes [i5,210,32·! pounds of imported and 716,862,284 pounds of domestJc leaC tobacco. Docs not inClude sterna, cigar scrap, or other tobacco (1 

c:::srrup, exc~pt as Imllcntcd In footnot(l12. 
3 lncludes. the follOWing G cOlUplmies and their suusld1a"les: The American Tobacco Co.; Liggett &; ~[y('rs Tohacco OJ.; ll. J. Reynolds Tobacco Co.; t3 

1'. r~orillard Co., Inc. ; Brown & Wlllillmson Tobacco Co.; and Axtoll·Flsher Tobacco Co. s'Includes the following 4 comJlllllies and their subsidiaries: General Cigar Co., Inc.; Consolidated Cigar Corporation; Puerto·Rlcan American Tobacco 
Co. ; lUld Ba~'III, elgart', Inc,. F-l 

"Includes the fonowlng 3 companies: United Stntes Tobacco Co.; American Snuff Co. ; and George W. TIQlmc Co. 
"Grown on compllnles' own farms in the linltN1 States. ­
;- Includes 8,701,3'J5 pounds purchased ,lirect from tobacco growers In foreign countries. 

s Includes 4,711,742 pounds ot imported lellf tobacco. 

"lucludes ~,17G.'i!)8 pounds oC imported len! tobacco. 

'.Includea 15,358,620 pounds of Imported leaf touacco, and 60,8JO pounds oC domestic leaf tobacco purr.hased through miscellaneous sources. 

11 Purchased frolll touacco lllnnufacturingcompanies. 
,. Includes a small but undetermined quantity of touacco sterns. 

Heproduced from Federal Trade Commission, Agricultural Income IlIquiry, Part I-Principal Farm Products (1B, I'. }O,\1) • 
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percent for snuff manufacturers to 60 percent for cigar m:mufac­
turers. The proportion obtained through cooperative marketing 
associations ranged from less than 1 percent for manufacturers of 
cigarettes and smoking and chewing tobacco to 16.6 percent for 
manufacturers of snuff. 

Leaf tobacco purchased from growers ordinarily is redried and 
aged before it is manufactured. The types of tobacco sold at auction 
usually are redried, sorted, and packed ill hogsheads for storage and 
curing. Many of the large manufacturing companies ma;intain their 
own leaf departments which are cha.rged with the responsi.bility of 
buying, redrying, sorting, and storing the tobacco. Other manu­
facturers place a part Ot· a.11 of their buying orders in the hands of. 
dealers who buy the tobacco, redry and sort it, and prize it in hogs­
heads for storage. 

Cigar types of tobacco, as a rule, are fermented by bune sweating 
and the tobacco is taken directly from the curing barn to a building 
espedally constructed for this purpos('. After the fermentation is 
completed, the tobacco is l'Psorted. ~i~ed, retied. and packed for stor­
age. Some of this processing is done by the larger cigar-mamrfac­
turing companies while some of it is processed by inch'pendent pack­
ers who in turn sen to manufacturers or to exporters. 

Tobacco loses eonsiderable weight from drying, through the 
removal of particles of eli l"t and tobacco in cleanhlg ancl packing, 
from chemical and physical changes incident to aging. and from the 
removal of stems or midribs in preparntion for manufacture (.~). 
These losses vary considerably from one type to another. For southern 
types (flue-cured, burley, and dark tobacco) the losses range from 
about 0.5 to 2 perc('nt for cleaning, 1 to 14: pereent for handling and 
packing, about 1. to 7 pel'eent for sweatin.a: and drying in storage for 
3 years, and 1f) to 26.4 pereent for stemming (tnble l~) (7). Similar 
data for cip-ar-leaf types show that .losses ranged from 2.7 to 17.5 
percent for handling and bulk sweating, about 1 to 1.3 percent for 
sweating and spoilage in package. 4.6 to 6.7 1)ercent for sweating and 
drying in storap-~ for 3 years, and 13.6 to 23.5 percent for stemming 
(table 5). A small proportion of the stmns is used in the manufactnre 
of snuff and other tobacco products, but most of them are nsed in 
byproducts industries. 

Tobacco produets manufactured in 1!139 totnJpd about 180,671 mil­
lion cigarettes, 5.3!H million eigars, 103 mi1lion pounds of ch('wing 
tobacco, 202 million pounfls of smoking tobaeeo, and 38 million 
pounds of snuff (table G). The number of cigarettes mnnnfactured 
has continued to increas(' and in 11)43 totaled 296,179 millions. The 
number of cignrs inCr('fls('c1 sOlll('whnJ in the Inte 1030's and early 
1940's, but contimlNl consid('rab]y 1wlow t·he levels reached before th'(' 
flepressioll in the cady 1930's. The combined total qnantity of chew­
ing and smoking tobaeco aneI Rllllfl' manufactured in 1939 was fairly 
typkal of otller lW'('nt 1'('ars. The value at the faetory of the tobacco 
products mn.mrfactul·('(lin the Dllitpd States in 1939, according to 
census reports. totaJed ahOll~ U~22 million dollarR, of which about 78 
percent. was aecountedfor hy cigarettes. about 12 percent by cigars. 
about!) percent by tobacco (chewing and smoldng) and snuff, and 
Rbout 1 percent by other pl'ocJllds including scraps and salable refuse. 
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TABU 4.-Southern types 01 tobaccu: ;.lverane pcrcentane 01 loss in wcight It'orn different cause& anlZ percentages of 'weight remaining' 	 ll: 
Z... 
('l 

Losses from-	 >
t" 
tI:fHandling Sweating C~ype Farm and and drying

t:. S. type weight Cleunlng: packing" in stofuge' Stemming" I 'rotal loss Net yield t" 
t" 

:j 
~ 

~TIl""'C,. J'crocll/ J'crccllt Percellt Percell! Perccllt l'crcellt Percent 
•Flue-cured. ........'"' .. '" .. ~ .. 5 '"- ..... ,. • ~ ...... ,.. 10 ...... '" 11-1+ 100.0 2.0 8.0 1.3 10.7 31.0 00.0 	 Z 


Virginia fil'e-cured •••.•.•.•.• '••••.•••.••••..•• 21 100.0 1.0 14.0 2.0 10.0 <l(J.0 fi4.0 	 ;:g
Kentucky anu Tennessee fire-cured _•••••.•.•.••• 22-23 100.0 .5 1.0 (J.i 22.:{ 30.5 OO.1i ~ 
Henderson stemming •••..•.•.•••...•.••••.•••. 2-1 100.0 1.0 !l.0 4.9 20.6 35.5 (J4.fi

Burll'Y •••••••••.••.•.•••.•••••••.•.•.••.•••• 31 100.0 1.0 !l.0 3.6 22.4 36.0 64.0 ~ 

Southern Maryland ••••.••••••.•.•••.•..•.•.•. 32 100.0 (0) (0) (J.8 24.2 31.0 69.0

One sucker ••••••••.••••••.••••••.•••••...•.• 35 100.0 1..0 7.0 4.1 2(JA 38.5 61.5 !" 

Green River ••••••••..•••.•••• _•••.•••••.. " . 3(J 100.0 1.0 9.0 4.0 20.6 35.5 64.5 
 t:IVirginia sun-cured ••••••••••••••••••.•.••••••• 3i JOO.O 1.0 10.0 2.2 20.8 34.0 60.0 	 t'l 

"d 
:-J 

1 Losses and remuindersund(1r clellnlng, JlUlldllng and pucklng, uml sweating amI drying in storage Ilre Jlercentllg{'~ or furm-,mles weight. Net yIeld
.Is the stemmed processing weight. 0 -=.:?

"l• Removal of sand, dirt. etc. 
• Includes sund and dirt loss nnd loss of moisture from redryillg or air-drying. 	 > 
• Storage losses calculllted PI·ogl'cssl\'ely. baSed on paCked weight, domf'stic order. 	 Cl 
• Percentall'cs III relilOYlll Of stem or midrib nrc based llpon welght of leuf put Into stemming process irrespectiYe of time of operation. 	 ;t: .....
• Maryland tobllcco Is llacl;ed In hogshellds at tlle farm; tllerefore losses prior to packing arc borlle by the grower. ('l 


C
Adapted froml\fonno,,,, .1, Y. and $lltTH. D. (7). 	 • 
~ 
C 
:.l 
t'l 
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·'l'.\lH,}: fi'-'(!;gaf"-l('ui imles of (obae-co: Averagopel'C(!llta{/es of lO,~$ ill- '/Vei[/llt frol/l. (/.illerent causes a1ld percentages of 10eight remaining' 

-------------------------------~----------.~----'------------------------~----~------
J,osses from­

.." 

Sweating >
;0'

lIundllng Hnd Swcating :-:. 
~'Y1)(. 1'1l1'1lI ItIHI hulk l'[Joilngcin und dr)'iJ!;::

1'. S. tYJl(' 'rt'ight $Wl~HUUg! lu.cknge" In stol"ugp" SteUlmln~~1 TotnlloM Netylcid ~ 
...-.•... -.~--- Z 

NlIlII"/Jrf" Percellt. i'crcellt Percellt Pt:rccllt Percellt Pcrcellt Percent 0 
l~I1h~r typell; 

1'cnn5yh'un[u Scedleu! ••••••••••••.••••..• .) 1 100.0 .,­ 11.3 ;;.4 22.0 ttO 58.0 
::-
Z-" (1elJhurdt ~ •• 't.~ .......... t .. ,.~.................. -::I!! 100.0 2.0 11.5 (i.3 21.3 4~0 58.0 0 


Zillllllcr •• ,. ... ~ ............. ".. ........ ,.'0 .............. ..- -:1:1 100.0 4.1 10.5 {!.~ '>'>'1 4U 50.5 ;:::
4-

Dutch •.•.•••.. , .•••••••.•••••••.• _...... 44 100.0 a.a 10.2 hoe} 23:;; 4a5 fJ(t5

Georglll ani! Ploriila SlIl'g"'OWII .••••••••..• -15 100.0 17Jj 1.7 5.1 1G.r -ILO :)0.0 ::-

Puerto ItlclIll •.••••••••••..•••.•••••••••• ·HI 100.0 12.0 .0 5.1 
 z17.1i 35.5 ti4.:i c:lllnu.. r tY\l~'s: '=1Conllccticut lll'oudicaf •.•••••.••••..••••.•• , ro1 100.0 3.0 !l.G Ii.S 18.(; 3V;' 6') 'i ::-
Connecticut IIuvnna Sccd ••. . • • • • . • • . • • • • • • 5!! 100.0 a.o !l.G fl.!! IS.7 37.5' 6:)'~ n 

~e\\" York nnd Pennsylnnlll HlI,'nnu Seed... • ;i;l 100.0 p.Q G.4 ·1.0 °1 " 41.5 5S:5 .., 

Southcrn 'Vlsconsln ....................... ro4 100.0 ,I.. la.2 5.2 18:4 40.5 59.5 c: 

Northern '''lsconsill ..... ~ .. 0-" .......... t. ...... .. .... .. an 100.0 f).3 ::c
• 9.0 4.1i 20.2 41.0 59.0 J-o 


"-rllll.p,er typ~~: " " .' . . Z
COllll(>Cticllt "h.I(I,.· ... o\\ 11 •••••••••••••••••• It I 100.0 S.O 2.4 5.7 lii.fi 3!!.fi G7.!j 0
(leot'g[n mid I~h)l'hllt shlule·growu. • • • • •. •• . • Ii!! 100.0 10.0 1.S G.7 13.0 33.0 U7.0 "..

:;:. 
::cllJosses lind r\'maluders under handling and bulk sweating. ~weatlng nuli spoiluge In packag!:', and sweating and drying In storage nre percentages 0of farm-salcs weight. Net yield Is tim stemmed processing weight. 

• Prior to pllcklng. Z 
• Prior to sruupllng time. :n 

''rhls refers to end of fi"st year lifter [lucking nnd not to end of first year after sllmpllllg. 

~ Percentages ill remonll of stem or JIlldrlb are bused upon weight of It'll! ]lilt Into stellllllill" process irn'specti'\'c of tlmc oC operation. 

Adapted froni MOUIlO\\" J.1'. Ilni! SMITU, D. (7). 

;-<.. 
~ 
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T.ADLE 6.-aiU(/l"cllc.~, O;{/(1)".~, (Ina OUWI' tobacco 1)/"()(!III'($ 1II(IIIIII(f(~tllr('(l in tile 

UIIU,crl Stlltes, 1920-43 


- , 

Other tobacco products 
Year Ciga­

rettes' Cigllrs' ~'otal Chewl!lg' Smoking Snuff 

Millio/ls Milliolls Jfillio/1 Jfillio/1 Millioll .lfillio/l 

11011111/8 pOlmlls 1IOIIIirls JlOllllrl8
 

1020 47,458 8,730 412 150 210 34
• .. ., •• '"' .......... '" " I • 


1021 52.100 7,307 387 121) ~~a 35
f ••• ~ ......... " ~ .... 


1922 .. . ................... 5fi,780 7,355 419 la8 !.!·l:J 38
~ ~ 

1023 ................ 00.734 7,450 413 139 !!35 39 

~IOU .............. " .... ., . . 72,725 7,128 414 128 !!·17 30 


~11125 ·.... ...................... 82,204 6,010 414 128 2·IS 38 

1020 ............. ' ..... 92,110 0,011 410 12H 2-16 a8 

1027 ...... ""- ......... I)I),S20 G.058 390 118 23S ·10 

1028 ..... ,. .. " + .......... ~ .... 10S,710 O,7SI) 3S0 111) 231 40 

11)20 ................... 122,402 u,nas 3S1 110 230 41 

1030 ·................ .... 123,S10 0,277 372 !J!) !!~l!! 41 

1031 .............. 

~ 

'''' .. 1170US 5,G87 a7l 1-18 183 40 

1032 ........ - ... ~. .... 10U:030 4,061 3·17 1:10 WI 30 

I1l33 ·~ .. " .. " .. 

~ " 

114,8n 4,510 :H2 114 JlI:! 3U,. ~ > ....... 


~ ~ ~1113'l .. ...... ............ " 130,OtH 4,748 340 J10 103 ::Ii 

103n .................. 1311,1I00 4,863 3·13 1]5 11)2 ::Ill 

1030 ......... ....... InS.sn ~,352 3·18 11U HI-I 3S 

1037 ................. 1611,1I72 5,502 3'H 116 ISS 37 


~1938 ................ .......... 171,OSlI 5 t lGB 34;' 108 200 37 

11)31) ·........ .............. 180,071 {i,3fj ot :l4:l lOa !!O2 as
~ 

10-10 ................. lS9,37.{ 0,370 3-1.4 101 !!O5 38 

~1941 .... ....... ........ 217,1I37 5,757 342 10-1 HIS 40 


~ 
0)1)7 ::)1)3 11)·12 ..... ..... .... 5,074 :l30 :ua 170 41 


1043 ........ , ........ " 290;170 5,'ISS 327 121 ] u:: 43 


I Includes largc nnd smUll. 

2 Includes plug, tWist, tlnc·cut, and Scrllp. B~fol'e 1031 scrap wus !nclutiNI ill Smoking . 

Compiled from report of the Burellu of IlItcl"lllll Renmue. Sec Jo'ootnotc G, p. ;11. 

CHARGES on COSTS 

Information rehLting to costs of lc:d tobacco used and to the value 
of tho tobacco products manufactured indicates that gross margins, 01' 

tho spread. between the costs of the materials used und the yalne of 
the finished products, vary considerably with the kind of product 
and with the amount of revenue stamps required. These margins 
usually include costs of Federa,} revenue stamps as well u.s operating 
costs and proIits of manufacturers. Oensus reports on tobacl'o lIl:mu­
factures in 1D3D show that these margins, including Federal revenue 
stamps, averaged 78.3 percent of the factory vallie of cigarettes, 66.2 
percent of the value of cigars, 14,,4 percent of the value of tobacco 
(chewing and smoking) and snuff, and 76.4 percent of the value of 
all tobacco products combined. Excluding the costs of Federal 
revenue stamps, the margins averaged 26 percent of the value of 
cigarettes, 58.6 percent of the vaJue of cigars, 4.6.4. percent of the value 
of tobacco (smoking and chewing) and snuff, and 31.9 percent of the 
valuo of all tobacco products combined. Costs of leaf tobacco ae­
counted for about 95 percent of the total costs of materials consumed 
by tobacco manufacturers, as reported by the Census of Manufactures 
for 1939. 

Costs of tobacco as repoded by manufuctm'erS m:Ly differ consid­
erably from the avemge market price for any given years. In addi­
tion to storing the tobacco for aging, mnnuJacturers usually keep 
large enough stocks on hand to protect themselves against crop fail­
u.res or excessive prices of individual types in anyone year. Manu­
facturers usually have in stock varying quantitIes of the different 
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• 


• 




• 


• 
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types of tobacco representing the crops of 2 01' more years. L('a f 
going into manufacture usua'!ly is clun'ged by manu fllCt1tl"(,l'S at the 
Iwerage cost of the entire inventory of eaeh type (8). 

Data for 6 corporations manufacturing cigarettes and other tobacco 
products in 1939 and for 28 corporations manufacturing cigarettes, 
cigars, and other tobacco products in 1940 -were reported by the 
Federa,} Trade 80111mission 1. The total value of sales reportec1 1'01' 
these corporations approximated 50 and 98 percent, respectively. of 
the total reported by the Censul:; for the tobacco industry in ] !J39. 
(fro;:;s margins. inc1uding costs of Feaerall'eVellue.stamps, reported 
fol' Ih(';:;o corporations avernged 75.9 percent: of total sn.l('s in 1!)30 and 
7n.1 p('rcpnt in 19'10. Excludillg costs of Federal revenue st:unp;:;, 
tho mn.rgins averaged 26.2 percmt o:r total sales in 1939 and 28.1 
pt'l'c('nt in ID-l!)' In 1940 gross mnrgins. including costs of FN1eral 
["('veBue stamp;:;, averaged 77.1 p(,l'cent of total sales for ciglll'ettps. 
GO.7 ppl'cent for cigars. and 75.1 percent for other tobacco pl"Odl1C'ts. 
Exclwling costs of Federal reyenuc stamps, tl10 l11ltrgins awmged 
2;).7, u1A-, and ~Hl.5 prr cent, respectively. of total sales. 

Dntn for fiY(' prinC'ipnl tobnC'co mallnJ'acl-nring eompanics for 103+ 
show that net- saI(';.> of cigal'('Hes tol-aled 'Hil million dollars, cost;:; of 
the ]par tobacco used totaled 68 million dollarR, and co;:;ts of othc>r 
materials used totn led Hi million dollars (181. Gross margins, 01' tho 
sp'J"rad hrtwcPIl total matpl'inl costs and 11pl sal('~. ttyerngecl 82 pel'('('nt 
of l1C't sale's. '1'lIp Rpread betwe(,l1 costs of t11(' l('flf tobacco used (\IH1 
IH't sales aycrngec1 85 P('I"(,(>J1t of nct sal('s. 

A break-down oJ th(' costs o'f' cign,l'('itps. eigars, and ot11er tobacco 
11rodllrts nS estimatPf1 by SUm(lard and Poor's Corporation from 
Fcdpl'H1 TracIe C0l1111rii'sion all11 (,C'llRllS <In fa SII pp]i('s n bn"is fOl' incli­
rutin,!!: ,gros;:; HU1I'gins for tohacco pr()cllH't~. '1'11(\se estimates, pub­
lished in 1f1l3. illclh'ni(' thut t1lP8(1 margin;:;, incl11!1ing C'osfs of Federal 
1'("-enU(I stamps. HWI'agr(l 77.1) pC'rcC'nt of l1('t sH1rs TO!" C'igal'cttes, 71.9 
l)Prcent for cigal';:;. and 83 p('l'cent foJ' mauufndnl'rc1 tobacC'o (8). 
Excluding costs of I't'YC'lllle ;:;tHmps. fhps(' mal'gins a\"('mged ahout 
H), 62, and 67 p(,l'('ellr, l'espC'('tiYely, of n(>t sale;:;. 

G1'(lss margins, when ('xpl'rssed HZ> proportions of the va.lue of the 
pl'Oduc{s. hanl c1C'('lillNl som('whnl jJl 1'{,('£, 11 1 yenl's. This may be 
attributed, in part, 10 111(' faihu'(' or fh(' margins to inCretHi(' as much 
as the aclvanc('s in st'lling pri('('s oj" (1I!' pl'Ocll1ds and, in Plut, to actual 
l"Nlllctiom; in ;:;0111(, llw,I',gins. Data lllnclC' lLyuilahl(' by the Oflice of 
Price .\clminislmtioll sho\\" thai !hC'Sl' mal'!dll~. inelnding eosts of 
Fp(lt'ml 1'(,,'('1111('. sl:unps, f()r sUmllnl'(l HIlCl ('rollCllny hrand;' of dgar­
rUes w(,l'r l'('duced from Illi (tyeragl' of RL8 percent of the Yflln(', of the 
cigan'Ues in 19-n to go.l rpl'eN1! in 1012. Simihu' clata for six pl"ice 
('lass('s of cigars show that (he lllll.l."gillS \\,pre- 1'('(111('('(1 from an lLvcrnge 
or 60.'1· percent of the "nlne of the JlI"OIlncts in If) 11 to G5.1 percent 
in 1()J2. Combined mnr}.:6ns fIll' eh(lwillg and !-llloking toba(~c() wero 
l'Nluced from 80.3 p(,l'cl'nl of 111'1 ::-:alc\~ ill 1!l3G, to 7G.:~ percent in 1939, 
llnd to 07.2 PC1'('pnt in 10,13. 

11:.:-n l''iU ~1.1rF." 1!'F.O~;!lAr. TRAUt: Co:\orr'lSl!1N. l'\lw"lnfAJ \,OIWIll\\ llO;'; I:f;. 
1'0111'" (H; \J:KT'n;-;, ('l(jAJt'l. A:-m O'l'HElt ~l!ln_v'I'() ~1.\Nl'J'AC·lTIt[:\(J ('oltl'OItATlONS. 
~7 PI). Hl1a. [Prr)('('ssed_ J 
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h'J;i\IS !;\,CLUHEIl IN l\IAHGl'\S 

In.rol'lllnLiolll'clnting to the itellls included ill the margin, or sPl·Ptl.tl 
between the costs of raw materials used and the selling price of tlw 
tobacco products, shows that the cost of! Fedem} revenue stumps was 
by far the largest item. According to census reports, costs of these 
stamps in 1939 accounted) ou the H\~e1'llgc, for ·n.5 percent of the total 
value of all products of tobat'eo Jll:mnfnctUl'Cni combined nnd to 58,~ 
percent of gross margins (table 7). The proportion of the YtLIne of 
the pI'oclncts accollnted for by C(}8tS 01' F!.'c1eml revenue stamps 1'ILllged 
1'1'0111 7.6 percent for cigars to 52.:3 percent for (:igarettes. The pro­
pOI'lions of gl'OSS margins accounted Jar by costs of these stumps 
I':mged from 11.5 pel'c!.'llt for cigars to 66.S per('!.'])! for cigarettes. 

'1'.\111" 7. ·l·all1r.~, ('o.~I,~. (//It! l/ltu·/II/I.~ (tJl' (01)/(1'('/) 1/I/1/l/lflw/II/'f'S. Unil('(l I:{I(/I('.~, 
1!)t]!) 

'1'olm('«'o 
('Iwlrlng 

Ilelll lind '1'01111 
slIlIIkln;.:) 
1l1l.jl'nI10· 

I,OQO 1,000 1.000 
t/1)11(11\~ t/ol/ars Ilol/flr! 

Ynhl(> or "",,,Iurls l,O:l7,7·IS JOO,71H 1,:122.18n 

~In It'rlnl {'ost~ total ...... ,. ,,·I,·IOX :l12,011 
L~II r tobarl'o •.• .., ... . ;,4,3!lO 2!J1,1J1:l 
Other 1ll:lt<~rlnIHj ••..•. '.... . !l12 14 ,15S 

Ol'n~s mnrgins ••• ,o ~ • , ••• "'. 10(\,:11(1 1,()10.118 
Snlnries nnd Wllg('8 , ••••••• ,., •• -Il,I'11 SO,77!! •Snlnril'd olllcel's ••••.... , . , . 1..101 !!,OS7 


,,[nnufncturlng Sllllll'il's " ... :~tiJ81. ~ S.O(l8 

"1lI1l1(nctlJrlllJ; \\,II:: ..~ ,.,.. , a·J,:!·IO flS,501 

11Istributloll •••.•........ , 1,n;,7 0.031 

Otl\('r ,.......... ... .. lf1!1 8S5 


VIlf'I •••••••.••••.••••.•..• , ••. 217 1,2:l(l 

PlIl'rhns!'!l elcdr!c' ('lIer;.:), •.... ·10 I 1,02-1 

('olltmet WOI'I, ••••••.• , •• , ... 2U·j (lOU 

Rllpplll's nnel ,'oI1lnlllf'r,,' \J,fl71l fl7,021 

11<'1'('nll\' ~tlllIlP~ • , , ••.. t 2, lila nSD,1lr> 

(lIllO\" •••••• • ••..•••••••••••• .Io.an·[ 211:l.381 


......-..-..._. ~. -.. ~----'~~.---"--
Proportion of valu!) of IlrO(luct 
..~.~.,--- '" ~~- ~---.-, 

Prl'crlll ['t'rN'1I1 1 ['erC'('ut J'CI'rellt 

,Tni lle or prodUcls •.•. WO.I) Wo.O lOO.O 100.0 

~rnt('rilll costs -total ., •. 
l.f'nf tobacco •••.•.• 
Otll~r II1llt!'rlnis' •.•.•..•... 

C:roHs mnrgins •.••••••. .. 
Rlllnri£'!( al1d WtlJ;I!S , ..... 


Snlnri('(l omc.~rs •••.. . . .. . 

lIfnl1l1fncturln;.: SUllll'il'll •.••. 

:\llll1ufnct.uril1g WII!;!'I< •.• • • 

matdb\! tloll •. . .••..•....• 

Other •..•.. !')


Purl............. . .....•••.. .1 

l'urcitas{'d (·II'{·tl'!(' {'J1('rg~' .'., ... (iiI
I 

I 
(4)Contra.·t wOl'k .'.. '" .' .• .. 

~npJlllN! nlld ('ontaln!'r,,' . .. . .. ·1,1 

Hf'\'('lhll' sm 1111'S •• •• ..•. . •••• ;'2.:1 

Oth~r' .•......•... 18.11 

~ ~_.___~.._________•____._".o•. _ ~__'" _ .• __ 

'InchHI()s slIgnr, 11/'01'1(',', ,'orn ~Irll", ,'ClIW sIrup Ilnd lUolll~ses. 111111 elgart't'll! nl\d t'igllr 
pliper.

• Dllta Cor "!lllll' rtt'm~ \\ II IIll1'hl w m'uld dlHt'lllSlul;, t'XIL('tly or Illljlroxltllllt~Il', ldl)lHlty •or Indlvidulli ()stnbllRhuwlIOI,
• Derll'ed by lIuhtrlH'tlng ('(lhl" <If 1",,( 1;010,11'('0 fllId UlliN' UlaterlalK Crom ('osts or lIlute 

rials, sUjlplles. llml contnlurrs. 

'Includcs d,'prNllnUou, Itlt('l','sr, Il1s\lrlllll','. n'u!. tllXl'S, IIl'Ont~, lint! 1111\('1' 11XIH·IlHcS. 

"1.c88 than 0.05 percent, 


AdnptM frOm C(,I1SII/! oC ~Illnllfll(·tllr!·': lO~lIJ (I,\). 

http:sPl�Ptl.tl


M'}.RKETUiG AND MANUFACTURING ~[ARGINS 

• Salaries and wages in 1939, as :l'epol'ted in the Census of. Manufac­
tures, accounted for 6.6 peJ:cent of the value of all tobacco products 
combined and ranged from 3.2 percent for cigarettes to 25.6 percent 
for cigars (table 7). The proportion of the gross margins, including 
costs of Federal revenue stamps, accounted for by salaries and wages 
averaged about 8.6 percent for all products combined, and ranged 
from 4.1 percent for cigarettes to 38.7 percent for cigars. The pro­
portions, excluding costs of Federal r~venue stamps, accounted for 
by salaries and wages averaged 20.7 percent for all products combined 
and ranged fi'om 12.3 percent for cigarettes to about 43.7 percent for 
cigars. Manufacturing wages made up, on the avera~e, about 79 
percent of total salaries and wages for all products combmed and the 
proportions ranged from 68 percent for tobacco (chewing and smok­
ing) and snuff to 83.2 percent for cigars. 

Fuel, purchased electric energy, and contract work each accounted 
,for only a small proportion of the gross margins in 1939 (table 7). 
Other items, not shown separately in census reports-including 
depreciation, interest, insurance, rent, taxes, profits, and other ex­
penses-accounted for 26 percent of these margins. including costs of 
Federal revenue stamps, und 62.4: percent of th(1 margins exclusive 
of costs of Federal revenue stumps. 

• 
Reports of the Federal Trade Oommission on corporations manu­

facturing cigarettes, cigars, and other tobacco products for 1939 
and 1940 show a more nearly complete break-dow'u of the items 
included in gross margins than that shown in census reports. Data 
reported by the, Federal Trade Commission show that the proportions 
of these margins accounted for by costs of Federal revenue stamps 
averaged somewhat more, and the proportions accounted for by 
salarie.'l and wages averaged somewhat less, than those indicated by 
census reports. These differences may be explained in part by R. 

somewhat larger proportion of cigarettes includNl in the re,ports by 
the Federal Trade Commission than in census reports. 

Data reported by tho Federal Trade Commission indicate that, 
except fur Federal reYCllUe stamps, net operating profit was the 
largest item included in tobacco margins in 193!) and ill 1940 (table 
8). These profits a "craged n bout 11 percent of total sales and ranged 
from 9.9 percent for cigl~rs to 16.i percent for tobacco products other 
than cigal;eU(1S and cigars. The proportions of the gross margins, 
including costs of Federal reycnue stamps, accounted for by net 
profits in 1940, aycraged 14.8 pel'ct'nt for aU products combined and 
ranged from 14A percent for cigarettes to 22.2 percent for tobacco 
products other than cigarettes Ilnd cigars. Excluding costs of Federal 
revenue stamps, net profits accounted for 40.2 percent of gross mar­
gins for all products combined, and ranged from 18.2 percent for 
cigars to 43.2 percent for cigarettes. These profits averaged more 
than three times the costs of production wages llnd sn.larie3 in 1939 
and. almost three times these costs in 1940. 

Tobacco manufacturers' profits in 1939 were fairly typical of those 
reported for earlier and for more recent years. Data iar 13 principal 
tobacco manufacturing companies show that for the 6-year period 
1929-34 net profits on snles a"cragcd l1.R percent of lwf :-;nll'R aml 
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'!'AULE So' ·Sale's, ('osts, and. 1//(I/'U;1I11 /01' cor[Jora./iolts lIIanlt/(lvtnl'inu ciU(II'ettro~. • 
ciUnI's, (lltd othcr tobacoo I)l'oduct8,United States, 1989 a1l(1 1940 

1030 11140 

-------!------~~~--~------~-------
Clgarc! tl'5 I 
lind otheJ~ Other 

(ollneeo tollnceo 
Item 11I'nellle!!' ClgarattcR ClglIl'S IH'o!lucts ~'otal -------------,,- ~------'I--~----I--~~--·-------·I-------

1,000 I,nlln 1,000 1,000 1,000 
dol/Ill'" l/ullul'H (/al/urN dolllll'H dol/ars 

Total sales •.• 0 •••••• 0". I,OI',:!Ol 1,18:"llll il,S:!:! ~lU,Oa7 1,:101,811 

~rliterlnl cost-dlrect ••••• !!71 t G27 2R,~~Hl 1:1,,1·10 :111,300
Gross mnrgln •••• ', •• , •. 1112,:lI,1 ·l:,l,[illi 3·1,:;11.1 UOO.u02 

I.'rodurtlon wnges nud 
sulnrles' • ,." ••• '0 :1a,U14 '13,GOII '1:;,IO:! a,730 ()2,50l

DeprecIation and ou 
solcscenct) •••••.•• -I.70r. ·I,OO·j (111 388 5.993 

Taxes lind sorln I RI1· 
.curlty ••• "., •••.• 1!!,-llt1 II,S3' l,:!70 OlD 12,020

Other operating ex· 
pOUse>l .,'.,.". 0 11,8S' 1.20 I Jr..078 

Snles tax revellu(' 
• 

stamps •• " ••••••. 1108.3ia I I ,SO:! r.24,737
Goods purchased fur 

resale, •• , .••••••• 1.8:10 (JOr. 2:;0 2,700
SelJlng cxpcnses ••• ,. :.!n.non 'I,U:;,' :1.0:10 3:;,180 
Adn!rOslug •• , •••••• 1H),IOl 3,0nn 2.80,' 71,500 
~\'(lll1lnlstrntl\'c lin d 

gencml office ex- I 
pense ••••.••••••• r.,(J70 ,I 8,273 l,!J2G 12,207

}'ro"I$101l8 for uncol. 
lectablc accounts " 2:tS 3M 118 :I GtO 

~ct profits ......... . l1:i.a21 l:n.387 7,:113 7,70(1 1ol0,200 


I-------~------~------~----------------
l'l'Ollortlon oC tolul RIlles • 

Percent I'er'celll l'e/'ccllt l'(~"cellt l'crccnt 
rotal sales .. ~ .... 4 •• f ~ " •• 100,0 100.0 100.0 100.0 100.0O' ... 

MllterJlll cost- <lIrect ••••• 24.l :!2.0 30.3 21.0 23.9
Gross margin, •••••• , ••• 75.0 77.1 00,7 75.1 70.1

l'roductlon wnges nnd 
salaries' •••• , ••••• 3.2 3.7 21.0 S.l 4.8 

D~Jlrecl:Hlon null ob. 
tiolcscenco ..... ~ " ....... .Ii .4 ,11 .0 .5


TaxeR IIml Boclnl Be· 
"urlty •• , •• , •••••. 1.2 .0 1.8 2.0 .0 

Other op~rntlng ex· 
vcnSCR ... ~ .. ... " .. 4 .. 2,1 1,0 .J.!J 2.7 1.3 

Sa es tax I'CVt'I •. II 
Btlllllps ••.•••••.• , 40.7 :n.4 r.,3 25.0 i8.0 

Goolls purchased for 
resnle •.••••••.•.. .2 0 1.0 .0 .2 

Seiling expenses ••••• 2.5 2~2 0.0 i.O 2.7 
Ad \'e:tJslng ••••••••. j 1i.0 fiJi a.l 0.1 5,!'i
Allmlnls!rntiv(' .11 II d 

genoml otllce ex' I 
Pt!fU.tC '/I, .... "" f .. ' • ~ .. " 4:; .7 2.7 4.5 .9 

I'J'0\'1510ns tor IIncnl. 

lectllble nccoul1t.~ (II (.) (I) P) (II


Nct llroflts •••••••• :; lLO 11.1 11.0 10.7 11.3 
__"".'''''..-.c___ 
,--~~''''-.--- ------­

Numb~I' or mnDufll~tnr('rS
Inclml(l(l 0 10 J2 0 28•• .- ... ,. ~ ;,. 4 ... ~ ... 

1 Dntu Cor 1940 Include IlroducLion. lahor, nnd otller )lIlY<foll costs other thull fOr repulr

Ilnd lIlulntennnco nnd for rl!scnr~h dcvelopment. 


I Lcs~ thnn 0.0::; percent. 

Adnpt(!ll from reports oC the Unlte(1 StIltt!s Fellernl Trllllc Commission, on CIJrpomtion8 


Manufactllrillg C{gtlrette, Olf/tlr, alld OHlcr q'obucco Prodllcts, l)ubllshcI\ In 1040 lind In • 

19~13, 2v, lPr<;)c()~sOll.l 


ranged from 8.3 percent in 1033 to 15.1 percent in 1\)32.- Similar 
data for 20 tobacco manufacturing companies, which in 1939 
accounted for about four-fifths. of total sales. reported by the Oensus 

- United States l~edel'al Trade Commission. See footnote 7, p. 21, 

http:Pt!fU.tC
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• tlf Manufactures, show that tho proportions of net sales accounted 
for by profits before income tax averaged, during the 4: years 1036-30, 
the sume as the l1.Q percent in 1030. Those for 104:0, 104:1 and 1942 
a.veragecl somewhat greater thn,1'l in 1939 (table D).o These profits 
averaged 16.2 percent of net worth durin~ the .j yert]'R lDaG-30 Hnd 
increased from 16.4 percent of net ~worth in 1D30 'to 22.3 percent of 

TADLE 9.-Proflts 01 tobacco procZllcts manufactllrill{J companies as Pl'opol'tion 
of net sales amI of net 100l'th, United States, avel'Uub 19Sa-31i annllal 1939-1,2/ 

-----------------------------------------------.----------------..
Profits beCore Income tax as pl'I>POrUon olnct sllies 

Al"erll!;O
KIIid ot product 1030·30 1030 10JO 1!l41 1!H2------- _ ..-...."._-

Pcrcent Prrccllt ]'crcclil l'rrccllt Perrellt 
.....n tobacco producU .••••. 11.2 ]1.2 12.0 11.8 11.-1 

Cigarllttes .••••..••. : 11.0 11.2 U,S 11.7 12.2 
CI!fars •• , ••••••..•. 7.8 7.8 lO.r, 10.1 9.5 
Ot ler tobn~~o products 16.7 Hi.l 18.0 16.3 17..1 

Profits nlter income tax as proportion of nct snles 

All tobncco products. . • .. D.!! 0,1 S.O 6.8 5.4I 

• 
Clgnrettes ...••.••.. 0.1 0.1 8.n 6.5 5.1 
CI~ars .•••••.••••• I 0.4 6.2 7.0 n,o 5.3 o t er tobncco produrts H.2 12.7 ].1.0 11.7 10.3 . 

Profits b~fore inCOme tax ns .proportlon of not worth 

All tobncco productR .... lOA 18.3 20.·1 22.310.21 -. 
Cigarettes •••.•.••.. 17.n 17.0 10.n 22~2 24.2 
CI~nrs .•••..•..•.• 1.0 8.1 11.8 12.3 13.1 
Ot ler tobncco products 12.·1 i 11.() HO 12.4 H.3

'. - ---
Profits n(tf;'r Income tllX US l'ropurtion of net worth 

All tobacco prodUct~ ..•.•. 13.3 13.3 l3.a 11.7 10.5 
~. 

Clgarettes ••••...•.. ! 1-1.5 .14.5 1-1.3 12.4 11.1 
('Ignrs .•.• , •.. , ..•. , nA fl.f) S.1l 8.4 7.2 
Other tohM~o pro<!UCIH J 10.0 0.7 lUI S.O 8.5

I 

1 Cnlculntlons nrc bnsed on profits before minority Interest and cont!ngi!llcy reserves, 
but renegotiation reserves werc allowed as nn expellse nnd deducted lrOI11 profits In every 
caso where the nmount set aside was shown as :L current IInbillt.I'. Net snles for tlte 20 
companies reported nveraged $1,027,073,000 IUlllually during the period 1036·30 and 
totnled $1,048,872,000 In 1930 (almost {om·fifths of the total !'cport;)d by Consus or 
Manufnctures), $1,120,S62,OOO In 10'10, $1,206,112,000 In 10'11, ILnd $1,502,528,000 In 1042. 

Adunted from CORl'OMTl-l PROFITs, 1!l:lG-12. 1'.mT 1. ~rr footnotr 0, p. 2ti. 

net 'Worth in 1042. Profits aiter income tax as proportions of net 
sules and of net worth have c1erl't'ased somewhat in recent years. 

• 
Advertising costs, as reported by the Federal Tl'Ilde Commissi()n, 

lL veruged 5 percent of toLal sale's in 1030 and 5.3 percent in 1940 (table 
8). The proportions of the. gr()~s llutrgins. excludhlg costs of internal 
revenue stamps, accounted for by cORtR of advertising !l\'craged about 
19.1 pm:cent in 1030 and 10.5 pel'rent in 1040. Advertising costs 

• UNITED STATES OFFICE 010' PmCE Amn;:;rS'rltATION. eOI\I'OUATJ, I'J(Ob'I'l'S, 193G-42, 
PART r WAIl PROFITS STUIl'l 10,170 pp., l1!us. 1945. [Prucessed.1 The basic 
data in this report are XrolO l\!oody's Industrials, New York. (Semiw~kly) i 
Standard and Poor's Corporation Jtecords: and Ollice of Pl'lre Administration 
l<'lnanc1al Reports. 
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averaged 56 percent more than costs of production wages and salaric.':i 
in 1939 and 29 percent more than these costs in 1D4:0. They were 
30 per cent greater than the combined costs of depreciatioh !Lnd obso­
lescence, taxes and social security payments,. and other operating 
expenses in 1939 and almost 70 percent greater than these combined 
costs in 1940. 

Selling el.:penses as reported by the Federal Trade Commission 
averaged 2.5 percent of total sales in Hi39 and 2.6 percent in 1940. 
These expenses were. relatively least for cigfil'ettes and relatively 
greatest for tobacco products other than cigarettes ltnd cigars. ~elling 
expenses averaged 78.1 percent of the costs of production wages and 
salaries in 1939 and 63.4 percent in 1!)40. Other items of cost included. 
in manufacturers' margins were relatively small, as indicated in 
table 8 (p. 24). 

Data as to costs and margins for cigarettes in 19H and 1042, show 
some decl'eases in the proportions ot the selling price accounted for 
by profits margins and by advertising costs (taule 10). For standard 
and economy brands combined, the. profits margins (including net 
profits, income taxes, and some interest) decreased from 10.2 percent 
of the net selling price in 10'11, to D.!) percent in 1042. But these 
profits margins continued to exceed 40 percent of the gross margins, 
excluding costs of Federal revenue stamps. ProIits margins for 
standard brands were much greater than were those for economy 
~~ 

Advertising costs for standard and economy brands combined 
averaged 5.2 percent of net sales inlD41 and 4.1 percent in 1042. 'l'he 
proportion of the gross margins, exclusive of costs of Federal revenue 
stamps, accounted for by advertising costs averaged 21.9 percent in 
1941 and 18.6 percent in 1V4:2. Advertising costs usually accounted 
for a larger proportion of the net selling prlCe for standard than for 
economy brands. The tobtl for items other than costs of internal 
revenue stamps, profits margins, and advertising costs, included. in 
manufacturerii' margins for cigarettes, averaged 9.1 percent of the 
selling price in 19:10, 8.3 percent in 194:1, and 8.0 percent in 1942. 

Data on margins and costs for cigar manufacturers' in 104:1 and 
1942 show that costs of inkl'lluJ J:evenue stamps averaged 7.3 percenL 
of the llet s!lles each ye!ll' :.1,11(1 ranged Tr0111 G percent for 2-for-25-cent 
cigars to aLout 1'1 percent for 2-cent cigars (tables 11 and 12) . Costs 
of operating labor in 1041 averaged 22.7 percent of net slLles for 
all price classes combined [md ran~ed from 20.7 percent for 2-for-5­
cent cigars to 26.4: percent for 2-for-25-cent cigars. In 104:2 these 
proportions averaged 23.4: percent for all classes combined and 
ranged from 22.1 percent for 2-for-5-cent cigars to 28.3 percent for 
3-for-25-cent cigars. 'l'he proportions of the gross margins accounted 
for by operating laboi· costs averaged 34.2 percent in 11H1 and 35.9 
percent in 10·12. These proportions v!lried considerably from one 
price class to ILnother. Other labor and salary costs of cigar manu­
:factures-including packing labor, shipping labor, officers' stllaries, 
and clerical salaries-averaged G.4: percent of net sales and 0.6 percent 
of the gi'OSS margins in 1941 and 6.6 percent and 10.1 percent, respect­
ively, in 1942. 'l'ota1lttbor and salary costs averaged 29.1 percent of 
net sales in 1941 Rnd 30 percent in 1042. The proportions of these 

• 


. 


• 
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TABLE lO.-Oigarettes: Standard ulld ecoIIom11 brands, net sales costs, ana margin 101' 11lalltttactll.rers, United States, 1941 ana lS1.ff 

~---,-
Item ---.." --'----

Net sales ....•••....• , .••..•.•.••.•.••... " •....•.• 

Materlnl costs-totnl ..•...•.•...•....•••...••.•.... 
IJen! ••• '" ••••••.•••••••• , ................... . 
Cnelng ...••.••••..••.••••.••.•.....•.•.••....• 

Gross mnrgin ••••..•....••••....•.•.•••...••• , •..• 
Lnbor .•.•..•.•........••...•••.•.•.....•••.•.. 
Wrapping mnterlal .••.•..•.••.•..•....••...••.. 
Fnctory o\'erhend •.....••.•...•.••.•.••.......• 
RC\'enue stumps •...•....•.•..•....•....•..•.••. 
Frclght nnd shipping..•..•.••••••..••....••..... 
AdYertising •....•..•....•..•....•.•••...•.•••. 
Seiling nnd ndmlnlstruth'e expenses••••.••.....•• ,
Profit margins l ................... " •..•••• , •••• 

Net sales .......... - ............. " ................ 'I 


Material cost.'l-total ..•.•..... _•.•..•....••..••..•. 
Leaf ••........•.••.••...•••...••••...•......••. 
Cnsing ••.•••..••. _.•.•.•....•••......•••.•.•.. 

Gross mnrgln ..••.••.•.••...•••.•.•••...••...••.. 
Lnbor .•.••••..••..••.... , ................... _. 
'Vrapplng mnterlnl •...••..•.•.........•••••..•. 
Factory oY('rhead ...••..•....••...•.•.•....•.• _ 
Re\'enue stamps •...•...•.•..•..•••••..•.....••. 
FreJght nnd shipping............ , ............. _ . 
Ad\'el'tlsing ..•..... , _, ••. , •• , ...•.• " ......... . 
S(llllng ami adminlstrntiye expenses•.• " ....•..... 
Profit mnrgins' ............................... .. 

'Includes net profits, income tru;:es, nnd some int(,rest. 

:l.9H 

1,000 dollars 

I,OOS,5G3 

l.80,S70 
184,51(i 

5 t 3fi5 
SlS,603 

l3,317
28,lll(; 
9,535

571,222 
9,213 

53,4-17 
21.20rl 

111,778 

Pcrccnt 

100.0 

18.8 
18.3 

~5 
81.2 
1.3 
2.9 
].0 

tiG.O 
.0 

1i.3 
2.1 

11.1 

1042 

1,000 dollarR 

1,104.,553 

244,463 
238,040 

0,423 
050,090 

17,00(1 
33,142 
10,221 

682,387 
]2,047 
50.204 
20;467 

124}i2U 

Pel'cent 

100.0 

20.5 
10.9 

.0 
70.5 

1.4 
2.8 

.9 
57.1 

1.0 
4.2 
1.7 

10.4 

Total or ayerage 

1041 lll42 ,1941 1942 

1,000 dollars 1,000 dollars 1,000 dollars 1,()00 dolZan 
101,642 84,71!'l 1,110,205 1;27l?,268 	 ~ 

:>:I
11,92S 9,077 201,798 254,440 ~ 
11,170 9,340 105,OS5 247,389

7liS 028 0,113 7,051 ~ 
80,714 74.,738 ll08,407 1,02.(,S28 Z

1,524· 1,010 14,S41 18,706 Cl
3,02!J 2,071 32,545 36,113
1,478 1,381 11,013 11,002 Z

> 
73,515 00,821l 644,737 7,(3,213 I;j1.39ii 1,181l 10,008 13,233 .,..3,884 2,315 57,331 52,519

3,O!'l2 2,005 24,317 2:t,072 ;: 
1,237 1,844 113,015 126,370 Z

c: 
"I

Proportions or net sales >
()
..;

Percent Percent Percent l'erc."t c: 
:>:I

100.0 100.0 100.0 	 ....100.0 Z 
Cl11.7 11.S 18.2 111.9

11.0 11.0 17.0 111.3 :;::
.7 .8 .6 .15 >8S.3 88.2 	 :>:I81.8 10.1

1.5 1.9 	 Cl1.3 1.5 ....3.0 3.5 2.9 ~.8 Z1.5 1.0 1.0 .g tfl
72.3 71.8 5S.1 5S.1

1.-1 1.4 1.0 1.0
3.8 .,­-.. 5.. 2 -u
3.0 3.1 2.!! 1.8
1.2 2.~ 10.2 9.9 

Eased on primary data assembled by the> Office o( Price Administration and made nynllabJe for use only as indnstry summaries. 
l\:) 
-:t 
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TADLE ll.-Net sales, costs, ana ma'rgins for manufacture/'s of Ii IJrice classes of cigars, Unitea States, 1941 


Item 

Net sales ...............•....•......•.•......••. 


Cigar materials useu .......•...............•..... 

Gross margin .......•....•.••.......••.......... 


Oparating labor ..•••...•....•...•.•...•••..• 

Other oporating expenses......•..... " ....... . 

Fixed charges •..••.••...••.....•...........• 

Packing labor •.•...... , .••...............•.. 

Other packing costs ....•.••..•............... 

Shipping lallor .....•....•.••.•.............• 

Other shipping costs ......................... . 

Officers' salaries .•••....•••.•.••.•...•.....•• 

Clerical salarIes (genera])'...•..•........... " . 

Other genel'lll IlJ'd administrative costs•.•....... 

Advertising .•..•.....••....................• 

Other selling c.':penses ....................... . 

Reyenue stamps ..•...•......•............... 

Apparent margin1 ••••••••••••••• ; ••••••••••• 


Net sales .• '" ..•..........•...•.•.........•.... 


Cigar materials used ....................•.....•.. 

G.ross nmrgin .....•••.•...•..•.................. 


Operating labor ...••..•.....••.............. 

Other operating expenses .•. '" ...... " . '" ... . 

Fixed charges .••.•.••........•.....•.....•... 

Pacldng lauo,- •..•.••.••.........•..... " ..•. 

Other packing costs .•..•.•.........•........• 

Shipping labor ••........••......•..•.....•.. 

Other shipping costs••••...•.••••.......•..... 

Officors' salaries •.....•.••..•.••............. 

Clerical salaries (general) .....•........•.•.... 
Other general and udministrath'e costs .........• 
Advertising. • •.....•••••.••••...•.....•.... 
Other seUing e::-:penses ...................... , . 
Re\'enue stumps ..•..•.....••.•..•......•.... 
.-\pparent margin1 ••••••••••••••••••••••••••• 

, ;)[al'gin to coyer income taxes, interest, anu profits. 
"Loss. . 

2·cent 

1,QOO dollars 
4,007 

1,001
3,000 


925 

183 

102 

161 

370 


17 

'39 
68 

31 

39 


144 

228 

564 


!!135 

Percent 
100.0 

25.0 
75.0 
23.1 

4.6 
2.5 
4.0 
9.2 


.4 

1.0 
1.7 


.7 

1.0 
3.6 
5.7 

14.1 
• 3.4 

2·for·5·cent 

1,000 r1011ars 
22,003 

7,079 
15,014 
·4,582 
1,293 

589 

781 


2,278 

77 


256 

435 

166 

256 

576 


1,306
2,560 

14:1 

Perce/It 
100.0 

32.0 
08.0 
20.7 

5.8 
2:7 
3.5 

10.3 

.3 


1.2 
2.0 


.8 

1.2 
2.6 
5.9 

11.0 

.6 


Price classes 

3·for·10·cent 5·cent 10·cent 2·for·25·cent 

1,000 dollars 1,000 aollars 1,000 dollars 1,000 dollars 
3,609 77,826 21,828 5,182 

1,185 26,841 7,379 1,693 

2t4~4 50,985 14,449 3,489 


845 17,557 5,282 1,368 

177 3,214' 553 131 


68 1,641 383 101 

10)') :!,225 500 123 

326 6,227 1,555 340 

14 225 63 12 

41 540 133 38 

43 1,911 486 128 

25 742 193 50 

40 1,079 323 89 


13U 3,035 8UO 195 

20[; 4,631 1,325 334 

310 4,'196 1,665 310 


06 3,462 1,122 270 


Proportion of net prices realized 

Percent Percent Percent Percent 
100.0 100.0 100.0 100.0 

32.8 34.5 33.8 32.7 
tl7.2 UJ.5 66.2 67.3 
23.4 22.6 24.2 26.4­

4.9 4.1 2.5 2.5 
1.9 2.1 1.8 2.0 
3.4 2.9 2.3 2.4 
9.0 8.0 7.1 6.6 

~.4 .0> .3 .2 

1.1 .7 .6 .7 

1.2 	 2.5 2.2 2.5 

.7 .9 .9 1.0 
1.1 1.4 1.5 1.7 
3.8 3.9 4.0 3.7 
5.7 5.9 6.1 6.4 
8.8 5.8 7.6 0.0 
1.8 4.4 5.1 5.2 

All 

1,000 dollars 
134,545 

45,178 
89,367 
30,559 
5,551 
2,884 
3,912

11,096
408 

1,047 
3,071
1,207 
1,826 
4,952
8,029 
9,911
4,914 

Percent 
100.0 

33.6 
66.4 
22.7 

4.1 
2.1 
2.9 
8.2 


.3 


.8 

2.3 


.9 

1.4 
3.7 
6.0 
7.3 
3.7 

, 
I'-:) 
00 

..:: 

~ 
~ .... 

~ 
ttlc:: 
~ 
t<J...; ..... 
2: 
::: 
.0.0 

~ 
!" 
tl 
t<J 
..., '" 
o 
':j 

;.­
o 
;:d.... 
()

c:: 
~ c:: 
;:d 
t<J 

Data obtained in field investigation by the Unit()d State;; Tarill: Commission for the Office of Price Administration and mad'e available by the latter 
agency for use only as industry summaries. 
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TARLE 12.-..!.verage ll.et prices realizea, COBtB, ana margitls for manufacturer/! of G price classes of ciga.r&, UnUed Sta.tes, 

first quarter of 1942 


Price clnsses 

Item 2-cent 2-for-5-ccnt 3-for-10-cent 5-cent 10-cent 2-for-25-ccnt All---I 
1.000 llollar\~ 1,000 dollnrs 1,.000 dollars 1,000 dollars 1,000 dollar... 1,0°0 dollar$ 1,000 /lOllIU'8 

l,3:HNet sales" _.• _'" .• _ - ......•...•....•.•... "" •... 999 6,369 623 22,564 5,470 a7~3GO 

257 2,074 210 8 216 l,8ti9 418 13,034 
Gross margin •......•....•.••..•...••........•. "
Cigar materials us~d••............••.••.••... " ... 


742 '~,295 413 H:348 3,611 9111 2·1:,325 .....
Operating labor ." .•..•.....• " .•......•.....• 253 1,410 143 5,169 1,376 378 8,729 "" >-
Other operating e..xpenses ........•............• 51 395 34 1,035 172 42 1,720 :;d 

Fixed charges ..•.••.•....................... 25 173 11 508 105 28 850 :;>1 

Packing labor •......•.••.................. ,. 44 ...,
244 23 625 147 30 1,113 t<1 

Other pacldng costs .......................... 91 67ti 68 1,725 356 89 3,004 ..... 

Shipping labor •........•...•................ 5 26 4 72 '20 5 132 Z 

Other shipping costs .......................... 11 74 9 176 41 13 324 0 

Olficers' salaries ...••........•..•............ 17 118 7 
 553 139 41 87f> 
Clerical salaries (general) ........•..•......... 9 55 4 221 59 1Il 3(l4 >-

ZIS 114 5 378 85 24 624 
"\d, ert Slllg •.••••.••...•...............•.... 31 1'10 15 690 198 ti2 1,126 
Other seIling expenses ••.......•.....•.....••. 

Otl~er ~e!leral and admInistl'lltivc costs .......•.. tl 


62 399 43 1,432 372 81l 2,394 ..... 
Revenue stamps .•••................•........ 140 738 54 1,302 415 80 2,7211 "" > 
"\pparent margin' ..........•................ !!15 '266 '7 ·1(l2 126 32 332 Zc: 

'"fj
Proportion of net prices realized > n..., 

Percent Percent Percent l'ercellt Percent Percent l'er'cent c: 
:.: 

Net sales .•....•....•....•........••.... , .....•• ~OO.O 100.0 100.0 100.0 100.0 100.0 100.0 .... 

Z 

Cigar materials used .•....•..........•.....•..... 25.7 32.6 3::.7 36,4 34.0 31A 34.9 0 


Gross margin .•.•..•••.•...........•....•....... 74.3 67.4 66.3 63.6 66.0 118.1i 65.1 .....

Operating labor •.......••................... 25.4 22.1 22.8 22.9 25.2 28.3 23,4 "" 
~ Other 0gerating expenses •...... , ........ , ..... 5.1 6.2 5.5 4.6 3.1 3.1 4.6 

Fixed c larges .••.....•........•..........•.. 2.5 2.7 1.8 2.2 1.9 2.1 2.3 Ci 
....Pncking labor .••.•...•......•.•....•..•..... 4,4 3.B 3.6 2.8 2.7 2.2 3.0 ZOtller packing costs •......••...•...•.•..•...• 9.1 10.6 11.0 7.6 6.5 6.7 8.0 {Jl 


Shipping labor •......•.•....•..............• .5 .4 .7 .3 ,4 .3 .3 

Other Shipf,ing costs •... , ..................... 1.1 1.2 1.5 .8 .8 1.0 .9 

Officers' sa aries ••••....••••..••..•.......... 1.7 1.8 1.2 2.5 2.5 3.1 2.3 

Clerical salaries (general) ..................... .9 .9 .7 1.0 1.1 1.2 1.0 

Other general and administrntiYe costs .......... 1.8 1.8 .7 ,..!.7 1.5 1.8 1.7 

Advertising ••............•....•........•.... 3.1 2.2 2.3 3.1 3.6 3.9 3.0 


.~Other selling expenses ..•...•..•..•........•.• 6" 6.3 6.9 H.3 6.8 6.5 6.4 

Revenue stamps ...•..•.......•........•....• H.O 11.6 8.7 5.8 7.6 6.0 7.3 

.Apparent margin' •.•.•...•.•.•..•........... 21.5 ~.2 '1.1 2.0 2.3 2.4 .9 


~ 
'llIurgin to cover income taxes, interest, and profits. ~ 
fLoss. 
Data obtained in field investig(ltion by the United States Tariff CommIssion for the Office of Price Administration and made available by the lntter 

:tgency for nse only us industry summaries. 
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margins accounted for by total labor and salary costs averaged 4i.8 
percent in 1941 and 46 percent in 1942. 

Operating expenses of cigar manfncturel's other than labor. costs 
averaged 4.1 percent of net sales und about 6.2 percent of the gross 
margins in 1941 and 4.6 and 7.1 percent, respectively, in i!f42. (tables 
11 and 12). Fixed charges uYt'l'nged 2.1 percent of net sales in 1941 
and 2.3 percent in 1942. Packing ancl shipping costs. other than 
labor, averaged 9 percent of net sales hl 1!Hl and 8.9 percent in 1942. 
Advertising costs averaged 3.7 percent of llet sales in 19H and 3 
percent in 1942. Other selling expenses averaged 6 percent of net 
sales in 1941 and 6.4 percent i.n 19-12. Geneml and tl(llllinistrativc 
costs, other than salaries, averaged 1.4 percent of n('t sales ill 19,.n 
and 1.7 percent in 1942. Margins to cover income taxes, interest, and 
profits averaged 3.7 percent of net saJes in 19n aml o.!) percent 
in 1942. The proportions for each of these itcrlls varied considerably 
from one price class to another, as shown in tables 11 and 12. 

Information available on smoking and chewing tobacco include 
data relating to sales, costs of materials used, and items included in 
the manufacturers' margins, by years, -from 1936 to 1943 (except 1940 
and 1942), inclusive, (table 13). Oosts of internal revenue stamps 
averaged 27.9 percent of net sales of smoking and cl1ewing tobacco 
combined during this 6-year period and the yearly ayerages ranged 
from 26.2 percent in 1943 to 30.4 percent in 1936. The proportions 
of the gro~s margins, accounted for 0y costs of these stamps, averaged 
about 37 percent for the 6 years and rangrcl from ao l><')'('('nl ill 1!)3!l 
to 39 percent in 1943. ' 

Net operating profits, during this 6-year peri oel, a l'eragec116.2 per­
cent of net sales for smoking and chewing tohacco combined and 
ranged from 10 percent in 1!J43 to 18.3 percent in H)36. The propor­
tions of the gross margins, including costs of F(>(leraJ t'el'enue stflmps, 
accounted for by these profits averaged 21.4 pCl'crnt for the 6 yeflrs 
and ranged from 14.9 percent in 1D43 to 23.7 J)CI'C'rllt in l!J~fi. 'rhe 
proportions of these margins, exclusive o[ costs of Federal revenue 
stamps, accounted for by net operating proms averaged M percent 
and ranged from 25 percent in 1943 to 3fl.7 percent in 1939 and in 
1936. 

Labor costs -for smoking fllld chewing tobacco during the 6 years 
1936-43 (except 1940 and 1942) averaged 7 percent of net Sides (md 
ranged from 6.3 percent 1n1939 and 19-11 to 8.4 percent in 194:3. The 
proportions of the gross margins, exclusive of costs of Federal rev­
enue stamps, accounted for bv labor costs, aver'aged 1-1-.7 percent for 
the 6 years and ranged from 12.8 percent in 103D to 20' pel'cent in 
1943. Wrapping materials during this prriod acconnted for about 
9.2 percent of n('t sales and 19.3 percent of gross margins, excluding 
costs of Federal revenue stamps. '}'hese proportiolls va,riec1 iTl'egll­
larly from one year to another, but the proport'ion of' net :;(tle:; 
accounted for by costs of wrapping material:; de(,l'ea:;ed somewhat 
in the eady 1940's. Oosts of advertising and free goods during tlw 
6 years ID36-43 (except 1940 and lfH·2) accounted on the !lverage for 
nbont 6.6 percent of net sales !l1lc113.D percent of the gross margins. 

• 


• 


• 

exclusive of costs of Federal reve01le stamps. Freight, shipping, and 

·semng expenses combined, durin:,! the 6 years avel'llged about 6.0 
percent of net sales and 12.6 percent of the margins, (lxclnsive of costs 
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TAULE lS.-Tobacco: 01lewing and smoking, net sales, costs, ana llwl'gins tOI' lIIullUtactllrers, Ullited States, 1936-J9, 1941 and 1943 

Ih\IH 

!'et sales ... " .•.........................•.................. 


~faterial costs-total ..............•.........•..•..........•. 

Leaf ••..•••.•.....••..•.........•••.•..•.•....•..•..... 

Casing ••.••.........•..............•......' ............ . 


Gross margin ...•.........•................................. 

Labor .•.......................•................•....... 

'Yrapplng material ...............••........•............ 

Plant overhead .........•...........•....•.............. 

Revenue stamps ............•......•...•....•.......•.... 

Advertising and free goods ...........•... : •.•............ 

Freight and shipping ................................••.. 

Selling expenses .•...................................••.. 

General and administrative expenses .•............•.....•.. 

Profit' ••.••...•....................•...•............... 


1 Operating profits before deduction of income tax and interest. 

1936 

1,00IJ 
dollars 

51,069 

12,O~Q
.,9_a 
2,161 

40,983 
3,481 
4,984 

590 
15,507 

3,410 
1,857 
1,340 

465 
9,349 

z.'('n'cut 
100.0 

19.7 
15.5 

4.2 
80.3 

6.8 
9.8 
1.2 

30.4 
6.7 
3.6 
2.6 

.0 
18.3 

1937 

1,000 

dollars 


52,781 

10,718 
8,.162 
2,256 

42,063 
3,841 
51)')4)

'733 
15,696 

3,599 
1,922 
1,400 

527 
9,123 

Percellt 
100.0 

20.3 
16.0 

4.3 
70.7 

7.3 
9.0 
1.4 

29.7 
6.8 
3.H 
2.7 
1.0 

17.3 

1938 

1,000 
dollars 

53,304 

13,369 
11,284 

2,085 
39,035 
a3,604 

5,OSG 
785 

14,377 
3,330 
1,971 
1,322 

575 
8,879 

1039 

1,000 
dollars 

52,073 

12,483 
10,402 

1,991 
40,]00 

3,337 
4,852 

047 
14,219 

3,357 
],961
1,307 

013 
9,537 

Proportion of lIl't I;al~s 

Percellt 
100.0 

25.1 
21.2 

3.1l 
74.9 

6.8 
9.5 
1.5 

27.0 
6.2 
3.7 
2.5 
1.0 

16.7 

Pet'cellt 
100.0 

23.7 
19.!! 

3.8 
76.3 

6.3 
0.2 
1.8 

27.0 
6.4 
3.7 

'2.6 
1.2 

18.1 

1941 

1,000 
rIal/arB 

55,354 

13,842 
11,715 

2,127 
41,512 

3,488 
5,047 
1,020 

H,976 
3,786 
2,062 
1,200 

712 
0,206 

Percent 
100.0 

25.0 
21.2 
;~.8 

7;:;.0 
6.3 
9.1 
1.9 

2;.1 
6.8 
3.7 
2.2 
1.3 

16.6 

1043 

1,000 
doll<lra 

56,432 

18,489 
16,036 

2,453 
37,943 

4,730 
4,301 
1,054 

14,707 
3,821 
2,072 

855 
663 

5,1150 

Percent 
100.0 

32.8 
28.4 

4.4 
67.2 

8.4 
7.6 
1.9 

26.2 
6.8 
3.7 • 
1.5 
1.1 

10.0 

,.
:;: 
~ 
~ ..; 

S2 
C'l 

>
Z 
t:l 

~ 
:>­
z· 
C. 
'=1 
!>' 
Q 
c ,.. 
Q
ci 
~ 
::­
5
;; 
:n 

Based on primary data assembled by Office of Price Administration and made available for use only as h!uustry summaries. 
~ 
t-' 
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of internal revenue slalilps. These proportions varied somewhat from 
year to year but no very definite trends were indicated. Other items 
of cost include plant overhead und general and administrative 
expenses, but usually these items Illade up relatively small proportions 
of the gross margins. 

MEANS OF HEDUCING COSTS 

1\lea11s of reducing margim;, 01' the spread between costs of the leaf 
LobllCCO used and the vulue of the hllished products, may iuclude 
reductions in the kmds and amonnts of services rendered, increases 
in the efliciency and reductions in the costs of rendering the specific 
services, and reductions in excise taxes and profits. In the absence 
of sufliciently complete information on the various phases of the 
problems involved, no detailed suggestions regarding the specinc 
means by which and the extent to whlch these margins or costs could 
feasibly be reduced can be oiIer~d at this time. Such suggestions 
would need to be based on much more complete information on the 
services rendered, the wishes or welfare of consnmers, the particular 
processes involved, and the conditions under "which the munufactur­
ing establishments are operated. But it is possible to indicate in a 
general way some means for reducing these margins or eosts. 

Data presented by the Fedel'all'rade Commission show thut aggre­
gate net profits before deduction of income taxes and interest on debts 
1n 1940 averaged 3.5 percent of aggregate sales for cigltrette manu­
facturers with assets of less than 54 million dollars and average 
annual sales of about 15 million dollars. These compare with profits 
of 11.7 percent for manufacturers with assets of over 54: million 
dollars and average allnual sales of about 587 million dollars.lo 

Similar da.ta for cigar manufacturers show average profits of 4.6 
percent of aggregate sales for manufacturers with assets of under 4 
million dollars and avera.ge anllual sales of less than one million 
dollars compared with profits of 10.8 percent of aggregate sales for 
manufacturers with assets of over 4: million dollars and average 
annual sales o~ almost 13 million dollars. Although factors other 
than differences in size may also be involved, it would appear reason­
able to assume that these differences in profits may be attributed in 
part, at least, to differences in efliciency arising from differences in 
the sizo of establishments. If this assumption is justified, it would 
appear that costs might be reduced by increasing the size of the 
smaller plants or by increasing the proportion of the total volume 
handled by the larger manufacturers. But these sfwillg's might not 
be reflected in proportionate reductions in margins. 

The cost of Federal excise taxes is by ru,r the larrrest item usually 
included in the margin or spread between the cost of the leaf tobacco 
used and the value of tho finished tobacco products. A reduction in 
these taxes would appear to be the simplest and perhaps the most 
effective method of substantially reducing these margins. But the 
feasibility of such reductions depends on questions of public policy 
that go beyond the scope of this report. Excise taxes on tobacco 
products can be collected with :l:olative case and are effective in ob­

10 FudUl'ul Tl·ude Cl1lJlUlil;siOll. Hee footnote 7, p. 21. 
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• tnilling revenues, but they are regressive in that the proportions of 
the totol income used in paying these taxes are grelLter for the low 

• 

than for the medium and higher income families. 
Data as to Rverage net money income and average expenditure for 

tobacco products l,y fmni1ies and single consumers, by income groups 
in 1DcH, show that the avel'nge amounts spent for tobacco increased 
with income, but that the proportion of the annual money income 
spent for tObtlCCO products was grell,ter for the lower than for the 
higher income families (table 14). For all families und single con­
smners combined, the pl'opo~'tion of the money in('ol11e spent for 
tobaceo ranged from 3.1 percent -[01' those ·with munral money incomes 
of less than $500 to O.S percent for those with incomes of $5,000 and. 
0'1(>1'. The proportions for farm families alH} single individuals 
rangN} from ·1:.1 percent for those with annual incomes of less than 
$500 to 0.5 percent for those with incomes of $3,000 or more. For 
nonbrm families the Pl'opol'tion of mOlll'y income SPl'l1t for tobacco 
ranged from 2.7 percent for those with annual money incomes of less 
than $500 to O.S percent for tlHl!"e with incomes of $5,000 and over. 
Data relating to family inCOl11l'S anel expencliturt's in 1935-36 also 
show that total expenditures for tobacco yaTY directly with income, 
but that the proportion of the! family income used in the purchase of 
tobacco pt'odl1ets Ylt1'il'd inYel'sC'ly with the amount of the annual 
income (6). 

TMIL~; H.-At·craue net m01lr!/ illcolnr allrl at'crGur eXTJ('nclitllre for tobacco bll 
~Imel'iran lamilir,~ and sillgle cOllsumrrs, by income groups, 1941 

All AUl!>rirnll fnmilles nml slllgl() COnSUlI1l.'fN 

Avc;rnge expenditure
for tobacco 

Avernge Proportion 
net monel' of money 

XetlDol1!'Y income in~olJ1e Amount Income 
·-·--···--~--·-·--··-I-----I·----- -.----

Dollar~ Dol/lira Percent 

$0 to $500 •••••... , •.•• , ••..•.•..•..••••. 289 o 3.1 
$500 to $1.000 ••.•.••• ,........... . ••.••• 741 18 2.4 
$1,000 to $1.;;00 .•• ,.... . . • • . . • • • • . •••••. 1,2'10 27 2.2 
~1,500 to $2,000 ............. , ........... . 1,732 35 2,0 
~2,OOO to 5:1,000 ••••••••..•....••.. , ••.•.•• 2,448 47 1.0 
$:1,000 to $;;,O()O ••••• •..•. ., •..•.•.•.•••• :1.730 6n 1.7 
$(/,000 nml OVl'r •••••••.••••••••••••••••••• 11,502 88 .8 

.I,'lIrln families aml single cOnSlllD('rs 

$0 to $:;00 •• •••••••• • ••. • •.••.•...•.••••• 270 ]1 4.1 
$;;00 to $1,000 ••••.•••••... " ••.• , .•.••••• 737 11i 2.0 
$1,000 to $1,:100 ...•.•.. , •.....•.....••.••• 1.,r'6 17 1.4 
$I,(iOO to $2,UOO •. • • • .. . ••.••.•....••••••• 1;701 21 1.2 
$2,000 to $3,000 ••• , • • • . . . .. • ••••.•.•••••. 2.431) "8 1.1 
$3.000 lind o\'er ••••••••••..•.•••.••••••• , , 0,580 20 .5 

• 1

Xonfnrlll fnmlll('s nIH} SIngle rO'lsumcrll 


0 to $500 ••.••.• , •• , •••••••••.••••••• " •• 300 S 2.7 
500 to. $l.OO() •..••.••.•••••••••••••.••••• 742 HI 2.6 
1,000 to $1,;;00 ••••••.••••..••.••.•.••..•• 1,2-1:1 ~O 2,3 

$1,500 to $2.000 ••••••.•••••.•..•••••..•••• 1,737 :17 2.1 
$2.000 to $3,000 ., ••• , • • • . .. . , .. 2 t 4-ID <II) 2.0 
:f:3,OOO to $(/,000 ..••.••••. . ... . ... 3,726 08 1.8 
,5,000 nnd over ••••••.•.••.••.•..•. , ..•••• 11,OUO 1)2 .8 

Adapted from Spcndlno and ,<,a~'IIIO oJ tile Nation's Famillr$ ill Wartime (3). 
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Tobacco mallufacturers' margins could be reduceu considerably if 
prolits were reuuced. Data for 28 tobacco manufacturing corpora­
tions in 1940 show that aggregate net pronts before deducting debt 
interest und income taxes nxeraged 10.-:1: percent of aggregate total 
.investment. . Aggregate proJiLs a,flcr incollll' taxes are PlLld, but before 
deuucting debt interest u\Teraged B.1 percent of aggregate total 
investment. NeL profit:; from manufacturing and trading I1veraged 
about 11 percent of total salcs, 1-:1:.0 percent of gros::> margins, includ­
ing costs of Federal rc\'enue stamps, and 40.S percent of ll1anufl1c­
turors' gross margins, excllU:iiye of costs of Federal revenue stamps.ll 

Advertising is -genemlly recognized as an effective means of ex­
penuillg outlets for particular ul'lluds as well as the total for all 
tobacco products. tiucll increases in volume may make possible some 
reductions in average pel' ullit cost. Pcrhaps the least efrective ad­
vertising, for the. industry as a whole, 1s that designed mainly to 
imluee consumers to tl::;c onc particular brand instcad of another of 
about the same quality. If advertising W('1'e conli11cd more to in­
formutive n.nd les::; to ::;trictly competitiye features and were placed 
on a more eilicient basis, margins 01' costs for tobacco manufacturers 
might be reduced somewhat, Reports indicate that toiJat'('o lrUtllU­

fucturers' advertisi1lg co~ls aypl"tlged 5 pPl'pcnL 0 f total sales in 1939, 
aml 5.3 percent in 1940 12 ~ 

Costs of advertisi1lg excC'edcd pl'ocluctioll wages and sala'des. They 
amounted to about 'i percent of gross margins including costs of 
Federal revenue stamps, tl11d to about 1lJ percent of manufacturers' 
gross margins, exclusive of cost of Fedeml revenue stamps. How­
eyer, as previously indicated, costs also are affected by ::;ize of plant 
operations, and advertising by companies manufacturing lc:tding 
brands no doubt has been Ull imporUmt factor in concentrnting opera­
tions in a rclatiYl~ly small nnmb€'r of large plants. 

hll'OltTANCE OF R.,[)l:CTlONS IN COSTS 

Margins for tobacco manufacturers in 1939, plus costs of Federal 
revenue stamps, avernged about three-fifths of the retail price of 
the finished products and about five times as much as tile returns to 
American growers :1'01' the leaf tobacco used. .Manufacturcrs' ma.r­
gins, exclusive of costs of thc.se stamps, averaged about 27 percent 
of the retail price of the finished products and 11101'('. than twice as 
much as returns to American growers for the leaf tobacco used. 
Exciso tax('s alone averaged more than a third of the r('tail price 
and were about three timcs as great as th(' returns to growers for 
the United States tobacco used. 

A reduction of 5 perccnt, for example~in the manufacturers' 
margin, plus costs of Federal rcvenne stamps, wonld amount to about 
as much as a recluction of around 3 percent in rctftil priees and to 
about as much IlS an increase of! one-fourth in l'('tllrns to growers in 
the United States for the l('ltf tobacco used. Such a reduction in 
manufacturers' margins, exc]usin~ of Fecleral stamps, wonW amount 
to about as much as a reduction of 1.3 percent in retail prices and 
to more than un increase of JO pel"('ent 111 r('tUl'llS to Unit.ed States 
growers for the tobacco used. 

II Federal l,'rade Commlssi.on. See footnote i. p. 21. 

12 Federul Trade Commission, See footnote 7. p, 21. 
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MARKETING AND MANUFACTURING MARGINS 

WHOLESALERS' AJ.~D RETAILERS' MARGINS 
These mltrgins include tIle charges made by wholesalers und re­

tailers for the services of taking tobacco products from manufac­
turers and delivedng them to consumers at retail. Some State and 
local excise taxes ure also included. • 

USUAL PRAC'l'ICES 

:Most of the manufactured tobacco products are sold by manu­
facturers directly or indirectly theough wholesale branches 01' offices 
of the manufactureI', to wholesalers or jobbe!'s, but considel'n,ble pro­
portions are sold by manufacturers directly to retailers. In 1939, 
according to census rC'ports, the proportion of tobacco manufacturers' 
sales distributed directly through wholesalers and jobbers averaged 
61.5 percent for all products combined and ranged from about 5!) 
percent for cigarettes to about 10 percent for eigars (tahle 15). The 
proportion clistdbuted t111'ough manufacturer-ownecl- and operated 
outlets-mostly wholesale branches or offices-averaged about 30 
percent and ranged from about 16 percent for cigars to 33 percent 
for cigarettes. Most of the products handled in thig wily were in 
turn sold to wholesalers. Th~ proportions sold by manufacturers to 
retailers, including chains, ayeraged about 7 percent and ranged from 
about {j percent for cigarettes to 11 lWl"cent for cigars. Very smull 
proportions were exported or sold (lire~t Iy to consumers. 

Data showing sales of manufactured tobacco products, by channels 
of distribution, for 13 companies mmmfacLuring tobacco products 
in 103·1 were reported by the Federal Trade Commission (18). Totn1 
snles by these complmies equaled more than 07 percent of the total 
quantity of cigarett(>s produced in the United States in 19:3~, about 
89 percent. of the smoking tobncco. morE' than 75 percent of the ('hew­
ing tobacco, almost -n percent of the cigars, and prftcticlIlly all of 
the snuff. Dollar sales, by channels of distribution from manufac­
turers, were not ascel-tail1ecl for each kind of tolmcco product sold, 
but for aU tobact'o products combined about 62 percent ·W.ere dis­
tributed tln'ou!!"h tobacro jobbers lind wholesnlers, 18.2 percent 
tllrough wholesale ~l"OC(>I'S, 8.5 pereent through chain ~rocery stores, 
·L7 percent tl11'ou~h rl\niJl tobacco stores, 2.5 percent through chain 
drug stores, 1.7 pereent tllJ'ou~h indepenclent retail tobacco and drug 
stores, and small proportions through wholesalt1 dmg companies, co­
openttiye and voluntary chains. and other distributors (table 16). 

The relative importance of the different c11annel$ of distribution 
varied considerably fJ"OIll, one kind of tobacco product manufa('tnril)~ 
company to (tnoth('r. The proportiOlls of the totn 1 manufactllrerR' 
sales that ,yel'c distributed through tobn.eco jobbers and wholesa Iel's 
ranged from 22.2 pet:cent for companies mmmfactnl'illg snuff to abont 
64: percent for companies Il1lLllnfacturing cigarettes and smoking und 
chewing tobacco. .\ bout 2 percl.'nt of the !"aleg by compan ie5 ll1allU­
facturin~ cigars was distributed through wholE:'sale gro(,pries, com~ 
pared with nbout 17.5 percent for eompanies munufnrhrring cigar­
ettes, and almost G4: percent for eornpanies m!lnufa({uring snuff. 
A[anl1factUl"el;; of cigars did not report any sales to ('hain h'Tocel'Y 
stores, but the proportiolls reported for other compa.nies :lveTuged 
about 9 percent, The proportion distributed through chain tobacco 
stores ranged from 5 percent for companies manufacturing sIluff to 
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10 percent for cigar manufacturers. Sales to independent retail 
tobacco and drug stores accounted for 31 perccnt of the total outlets 
for cigar-manufacturing companies but other companies reported no 
sales through theRe channels. 

Data presented by the Federal Trade Commission showed signifi­
cant differenccs in tIl<'. pl'opOI-tions of thn products of individual 
companies of the same group that were sold through sp('cifietI outl('ts. 
For individual c0I11»11I1i(,R)11 tlw cigare("t(', ancl smoking and chewing 
tobacco group the pr(}portlOn~ of tIl(' product::> sold to tobacco jobbers 
and wholesalers ranged from :32 to R:3 pel'cent: to whol('sale grocers, 
from about 10 to 57 percent; to chain g-rocel'y stores, from 4.5 to 20 
percent; and to chain toh:w('.I) sitJt·(,s. from ahout 2.5 to (l porc('nt. 
Sales of individnal cOlllpnllil's mallufacturing eiglu's to tobacco job-

TAnU! 15.-Dislribll(irl1t o/lob!l<'<'Q 1IIalllt:f(Lf'lurr,.,~, ,mIl'S, 1111 rlasses 01 rl/.stollll'r,~ 
(o/(l IIJI II/(Zrt.~!ri(','I:. L'nilc(l St(llr,~. 193!)

"I',- .- '--'j ""----. 
~l'obnl'C()
CI'h('wlng

alltl 
RlllOkln!!1Item Cig:m'tt,·" 1_~~,~sJ lint! NIIUtI' '1'otnl 

-~~""......,-+- ~ .-. 

1,/1011 }.I)/1I) l1!f}n 1.01)1)I 
doll(/rll .lul/m'/! tlQll(/r~ (1011111"8 


Totnl dlstrihuted N:II.,~ , , 1.0a:;,7·H 
 InO.77:; J32.720 t,329,23!l 
;\[aullfnctllr('r-own~d~nml "Jl!'rntl'd 

DUtI('tll : 
"'hol~Mal(' brlwrlH',- "I' ofllr.,q . , 13 tl).£i!):; ~(j.3!)U ' no.onn 307,11 I Hl'tall storN' ., ,.,.',.' .. , •. (lJ !!O:; ('l 20:',

To other bm;ll1l'SR ('Ollt'I'rl1~ III \'ull<·,1 
StlU(,lI for I'N'ah': 

\\'hoh'sn(p!",; mitt jnhhl'l'S ., " I' :tn:;,2:1iJ 1W.1l17 OU.!!!};) 1;18,,11<,
r':\pnrt !III!'l'uwdilll'!I'o{ • ' . (~l 1:10 1"1 :lnl
H(~tnll,:>r;I. il1('ludlllg I'hatllo{ ,! f1:t/;13 17..R:i!! (lJl77 !l1,,17:!

FlxportM, dfl'N't to ImY"I'>{ 01' MIII'I" 
rO\llItrl()8 "'" ,,",'.. ~ ..! ·L:J7V :lOQ !H!J fi t t!!(1'1'0 IIs('nl ami rnn~lIm.. r'" • 

Industrinl .. tl'~ t1SI'I'S ,. ! ;'11.1,70 i !!.l:n '1.1.111 lrJ,flH!!Consulllt'rs al ,',·tall ~ .,n f 7U ') l 115 02(}--::::'___~"_:J. 
i l'rupurtioll lie t()talllal"~ 

--;;'~"~t-I: I[It'ret'llt l'rtCl'lIt ['('rccllt 
1'otnl dlstrllmtl'd 'all'!< 100.0 100,0 WO,D H)(J,OI 

:-'fnIlUfnl'tun'I' own~d"nnd oPl!rnt('cI I 

outlNI!: , 
 I 

\\' hOlI'RI\I!' brllllclw~ !ir Omt'!', • I 1 :J!! 0 20,{)
He'tllli 8101'\'S ." .. "....... ~ , (1) r (I)

To othl'r hltslll~sS cOIJr(,rllsin (·nill'.ll 
Htnto:-s for r,-,slLl!': 

W!tll)l':!nllm, Ilnd jobl",rll , . • .. I :lnn.·j , in,:l mto flU,
Export iU(('I'IIJPlllnri(,!I • , " ., , t.) I (J,l .1 (1) 

n.~ ~HctIlJlt'l'H. Ill/'hllling ('hllltl~ , . i 
".- I ILl Vi I fl,gBx:ports. rlll'cN ttl buyer" lIr IIth!'r, 

('Oulltr/(,l! •••.• ' .••••. ' .,. ,./'
'I~Q users lind ('Oll~liIll('rs: 


Industrfn( l't(', lIR('r~ 3 I 
 1 ~ COIIS\III1N'1! ILl retal! n , ,! .,1 

.2 

'1;; II 1~ 
132 750 

. ~.'~"'---,--, -
1 SnIN; to or thrl1ugh own rl'tnil RIm!'!; ("01l1blllf'd \\\th 1'1I1~s ttl 0" thrtlugh OWII whu)r-salt­

lJrnnrli('1I Or oOkl'J! to lIyold d\ltrlolllll'l'. 
• J';nll's to export intl'rI.llt'd(ntj(·l! ('omhiJlI'!l with I1nit's to wlloll'fll\\('rs lind jobl)l'rs (0 avoid

disr.losnrf'. 
• Also Jnl'lll,tIN! (·olllllll.'rt'i1l1. profl'Sslllllltl, nni! lnstltuUOIml IISI'r1; (IIlnn\lf:lI'tllr~l's. filII 

rOllda. utilities, glJ\'('fnnWnlill hodlrfl. lJOl"]H, contructora, till',) 
, fnt('rplnnt trl\nl!f~'rij IndudNI to nyoiil iUsrl0811f(" 
, Includes fllrmCfs. household (·onRIIIIIl'rs. 1111<1 ell1pl"y;'('>! nt n'(nil
• I.cs~ tbnn 0.05 pt'rrent. 

Datu adapted (rolll Unit!'\! Stllte$ [illr<'illl "r UH' Ct'IlSUS (lI), 
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'I'.AllLe 16.-,;Yct dollar salc,~ of manlifac/urelZ tobacco products of 13 tobacco Jlroduct.s manu,jacturillg c01ll1Ja"icli, 

by cllannels of disil'ibutiOIl, cale1ldar year 1934 
0""_-_'>""'--

Net dollar sllles of 1lUUlUf acturcd tobllcco p.-oducts 1 
;;..""-"'-- :;Gclgureut'. 4 clgllr-lllllllu, 3 snuf['lllnUlI­
;:d 

tobncco Coulpnllies" punies • companies • Total 13 compnDlcll
smoking and chewing (actllring com· !lIcturing g 

....
Percent I I>('r~('nt Percl!ut Percent Z

Chnnneis of di~trlbuUon Dollllrs of totu! Dollurs - of totai Dollnrs or totul Dollurs of total C)-,­'- -	 :.­
Tobncco jobbers and wllOlcsalers •••.••• ~ 530,202,OOu oa.oa 27,43S.03S Ci~Lfi2 G,S33,07(1 22.20 ~ 5;3,563,719 02.03 z 
\Vholl!Snle /irocers •••.•••••••••••••.• 147,SOS,143 17..[,2 7S0,40(1 l.tiO 19,00·1,050 03.89 108,259,10S 18.20 t1 
"'holesule rug companies .•••••..•••• 5,070,512 .07 4S,022 .10 19.1,IS7 .0·1 5,U23,722 .(14 .... 
Chnln gl'ocery stores ••••.•.••••.••••. 75,825,70Q S.O!) 2,SOO,\)20 0.42 78,72:;,700 S.:;1
Chllin tobacco sto,'CS •••••••••..•• , •.• 37,OS5,102 .JA7 .••••. 5,i)04·.134 ... 'io:oo 408,070 1~G2 43.217,300 4.07 

s: z
Chain drug stores ••••••••••••••••••. , 21,719,39S 2.57 1,005,344 3.19 93,354 .30 23,418,09G 2.53 c
Independeut retlln tobacco and drug "%j 

stores ••.•••••••..••••.•••••••.••• ju,3SGt752 30.57 15,380t 752 1.06 :.­
COO(lcrntlre IllHI "oluntllry cbnins •••.•• ...... ·3·;'i,6.io ..... :o.i ............. ....... '"iiAni .. ·.. :io 420,·1!J7 .05
· ...... ;.'i,ti4,jAll other distrIbutors •••••••••.••.••• G 15,258,;45 1.S1 ..... ,. ...... s u75,230 1.87 15,835,920 1.71 

~.~___."-,, _, h ~ 
_~~_d_'"~.-----	 """,~~-~--.----. ---- - - ~-~ ""-.-....--~ ;:dTotul net sales of lllanufnctured 	 .... 

tobacco ........ .-- ................ S43,030,S31 100.00 50,331,2-10 100.00 aO,770,938 100.00 \)2'1,751,009 100.00 Z 

C) 

~--~--

1 Does not include sales of tobacco stems, tobacco scrap, .leaf tobacco. or any products not mllnufactured from tobll{,co. ::: 
'IncludeS the following 0 cOlllpllnles /lIld their subsidinries: The .dmcricnn Tobacco Co.; Liggett &; Myers Tobacco Co.; R. J. He)Dolds Tobacco Co.; 

;<l 
:.­

P. 	LorlIlllrd Co., Inc. ; Brown &; WiIJiulllson Tobacco Co.; and Axton·Fisher Tobllcco Co. 
'Includes the following 4 compnnics nnd thclr subsldiurles: General Clgnr Co., Inc.; Consolidated Cign!' Corporation; Puerto·lUcnn Am('ricnn Tobucco 

C) 

('0. : uno Bnyult Cignrs, Inc. sa 
<Inl!l\loes the followIng 3 COlllllntlil's: United Stntes ~'obncco Co.; "\mericun Snuff ('0.; nnd Gl'org(>_ W. TIC'JllIC' Co. In 

• Includes a sn1!l1l but indeterminnble volume of sales to wholesule grocers, wholesllie drug compllnies, and c(\opcruth'e or voluntary chaIns. 
o Consists chiefiy of sales to the U. S. Army and Nun', Ji'edcrlll lind Stllte institutions, cOllllnlssarles, restaurants, CIIWPS, IItHI social orJ;alllzlltiOJlS. 
-r Sales to chnln restuurnnt.q. 
• Includes sules to commissaries nml to miscellaneous distributors. 

From Federal Trade Commission (18). (Sec p. 1044.) 


W 
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bel's and wholesaler:> rauged from 42 Lo \13 pel'cent.j to independent 
I'ctail tobacco and. drug stOl'CS, from about 29 to 35 percent j and to 
chain tobacco stores, from 7 to 37 percent, For individual companies 
manufacturing snuff t1l(~ proportion of total srtles made to wholesale 
grocers ranged from 44 to 70 percent and to chain grocery stores, from 
2,5 to 27 percent. 

Wholesale distributors of tobacco prochwls apparently confine their 
purchases chiefly to those Jrom manufacturers. Data relating to the 
purchascs of seyen wholesale tobacco-products distrihutors lil 1934, 
as l'epol'trd by the Fcderal Trade Commission, show that about 99 
percent of the total purchases of more tl.aIl GS million dollnl'S worth 
of tobacco products distributed came fl'ol\1 tobaC'{'o manufllctminp,' 
companies (table 17), FiYe of the distributors bought all their cigal:­
cttes from tobucco mamrfacturing companie:; and 99.7 percent of the 
cigltrette purchases for all distributors combined was obtained from 
this source. Fiv(l. of the, six distributors that handled snuff bought all 
they handled from manufartur('t'S and 00.2 percent of the snurr 
handled by the six distributors was obtained from manufacturers. 
PUl"chases oT 08.5 perrent, of manufnctnred products other than cjgal'­
eUes imc1 snuff made by Ihe seven distributors were obtained from 
manufacturers, and five' of the distributors procured their lofnl snp­
ply of these products from this som:ee. 

Sales outlets for wholesfllers of tobac('o products !lrc c1defly re­
tailers, although some sales nre made to other wholesalers uncl others. 
Census reports on the wholesal(l. trade in 1030 show thai' almost 90 
percent of the sales of service and limited-function wholesnlel's wag 
distributed to retailers, 9 pel'rcnt to othel' '",1101esnl(']'s, and about 1 
perc('.nt to consumers 01' others. The value of the sal('s of these servic(l 
and limited-function wholrsn 1('1'5 totn.Jt'd mOI'(' than Tom-fifths of the 

'J'ABLE IT. Ci{Jarrtle pur('!ln.H·s oj 7, 81111.[/ IJl()'rJlIIs(,.~ Of G, a/Hl an otllC'/' toba{'cu 
prodUcts purclla.~e8 oj "I 1cltolC811lr toba(,('ofll'()(llwl.~ (lWI·ill1llol'.~.' !J1I .~ollr('('s
0/ ,WPp1l/. cn7rm/(l1' or .fiscal 111'111' 1.'1.'11' 

-----".....,. ..... --"'-..,.,..- .. '. 
I'tlrrhn~~s of rlgnr('Ues. slluff. and nil otit!'r mnnufnctul'l'll 

tollnc('o Jlr(ulUt'ts 
..

~"-l-----'+'-----
All other 

Dlllllu(ncturt'<1
C'lgnrettu SIlUO' tobncco prOllllct8 

Percent {'('rc('IltIPercentSources ot sUIll,Iy Dollnrs Or totnl nollnrs ]lollnrs of totnl .. - ~ .... -~-..----
T obnc~o manufncturlng 

com~nnl<!s .•••••••.• 54,0:;3.222 00.72 fiOO,51!! on.!!:! 1!!.IHtl,50G 08.10 
Al I ot er sources ., •••• lIH.I08 .28 3,034 :n 107.83!! 1.u-1 

,.,.... .. ,....... - - .. . -. '"...
~ ~"., ~ 

Total Cigarette. SIlUIY, ­
ami other tobncco· 

products purchnses 54,807,420 lOO.OO ;'l:!.·l.j1l IO{lOO I !!.S-li ,01!!8 100.00 

'Includes clgnrette purcllnscs alld pllrchnscs of nil other tOllll('CO products. except .SIlUO', 
of tho followlllg compallies IIlld their subsidiaries: l~. A. DuvlH &. Sons; G1nBer 11r08.; 
rr. E. Shnw Co.; ~letropolltall l.'obncco Ct;.; l\lcKcs$OIl & HoblJllls. Iue.: New Jersc~' 
Tobucco Co.; nlld tho PblJndelphln Wholesnle Drilg ('0, lnclll!ll'~ Snllff IlUI'('hnl'l's of all of 
the nbove compnnlcs. except the l'hllndelphhl Wholcslllu Drill; ('n_

•or the 7 compnnlr:.~ ~ ~eported purcbnses for thl' rnlcllIlnr y~nt: 10a·l. lind 1 fof (hu
flRcal year ended Oct. :>J. ••.,.~,'. 

• 

• 

• 

From. Federal 'l'rl\r1e 1;(Hllll1iRRIOll (fR). (80<) p. I04~U 
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• totnl value of distributed sales reported for manufacturers. Most of 
the sales mude by manufacturers sales branches and by agents and 
brokers went to '\yholesalers, according to census reports, 

Reports of the Federal Trade Oommission relatmg to net dollar 
Rules of manufactured tobacco prorlucti' by seven wholesale tobacco 
products distributors show that in 103+ about 72.5 percent of the 
l'ales went to independent retail tobacco :ud drug stores and 27 per­
cent went to tobacco jobbl'rs nnd wholesalers (table 18), OflH:'I' out­
lets ineIudNl ('hain drug stores, ('hain grocery stores, cooperatives, 
and "oluntary chains, but the proportions of totnl sa1es acconnted 
for by th('se outlets were small. 

TABLE 18.--?\Tat dollar sales of manu/urturad tobacco produ<'is of sellan wholesale 
lobarro l)todurt,~ (UslI'j1Jrlfnrs,' 1111 rl/mllleTs of (1i.~trjb1/tion. calclIdar Or liaral, 
veal' 193.~' 

Net dollar sales of 
manufactured tobacro product~ 

Percent 
('hannels of dlsrrlbution Dollnrs of total 

Wholesale drug comp:1nl~s ,...... •. •..•. . .•.. , 593 

Wholesale grocers ••••••••••• ,. •.•.•...•.....• .., 1,092 .. ~ ....... -27·,0;'
Tobacco jobbl'rs and wholesalers •..•. • .. ,,'. .... , 18,902,907
Coopel'ntlve and voluntary chains. .', •.• , , .. , , .•....• 7,034 .01 
Chain gro~ery •••••••••••••••••..•••••. '., .•.•.• ',' 

• 
42,090 .00 

Chain drug stores •.•••.••• , •••••• ' • • .. . .. '.',.. . 224,fif)2 .32 
fndepemlt'nt retail touacco and drug stu res •.••.•••••. 50.870,025 72.56 

Total sales of manllrndllr~d tollarco products •• 70,l09,riri3 100.00 

1 Includes rigarette purchns('s and purchnst's oC nil other tobacco _produrtl', except snuff. 
Ilt the following companies nlHl their suu~ldlarles : F, A. DIl\'IN & SoDS: Glaser Bros. : H. 
B. Shaw Co.; Metropolitan Tobacco ('0. ; )[cKesson & Robbins, Inc. : New Jersey Tobacco 
('0.; and tho PhUndelphla Wholesall' Drug Co. Includes snuff purchases of 1111 of the 
nbo\'(l companh.'s, except the Phlllldt'lphia Wholt-Rall' DrUI; Co. 

• Of th... 7 compllni('~, 6 report~d purc;ohases for th~ cnlendnl' YCllr 1934 and 1 for the 
flsrnl year CJ1(led Oct. 31, 1934. 


From Pedcrnl Trade Commission US)' (H..!' p, 1047.1 


Some wholesale groc~l'y companies bought cignl'ettes main Iv from 
companies manufncturing tobacco products and distributed them to 
various retailers. Data nssembled by the Feclernl Trnde Commis­
sion for 11 whol('sale grocery companies ff)r the calendnl' 01' fiscal 
yenr 193·.l: Or 1035 show tllat 11101'e than 09 l>ercent of the 601 milHon 
cigarettes purchased were obtained i'l'om tobacco products mnnll­
facturing compnnies (table 10). More than 76 percent of the dollar 
l'ales of these c.ompanies ,yere made to independent retail ,(!rocer~' 
stores, almost 14 percent to cooperative and voluntary chains, and 
about 9 percent to independent dnl!! stores (table 20). The propor­
(ions of total sales of indiddunl companies nc('ounted for by these 
outlets vnried widely (18, p. 1048). 

• 
S01M retnil distributors obtain most of their supplies of tobacco 

products from tobacco manufacturing compnnies. Reports of the 
"Fec1ernl Trade Commission as to purcl1nses of six l'ctnil distributorl' 
of tobncco products for the calendnr or fiscal year 1034 show that 
nJmost nIl of the cigarettes nl){l snuff and ltbout 88 percent of the 
other tobacco products hnncllecl were obtained from tobncco manu­
facturing companies (table 21). 
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TABLE 19.-0igul'ctte purchase8 of 11 wholesale gl'ocers,' bll sources of supplll, 
calendar or fiscal veal', 1984 or 1985' 

Cigarette purchases • 

Percent 
Sources of supply NII/nber of total 

~obacco products manufacturing companies ()SO,302,180 00.74••• t •••••• 

All other companies .•...•......•.....•.•....•..... 1,7$5,OQO .26 
-~ ....,~-,-----

Totul clglLrette purchases ....... , ........•... ()01,O87,180 100.00 

llncludes the following companll's: Austin, Nichols & Co., Inc.; Da\'ls-:lflze & Co.;
E. R. Godfrey & Sons Co. ; Griggs, Cooper & Co. : King-Dobbs & Co. ; Potter, lI!cCune Co. ;
Leo & Cady; P. P. Williams Co.; Schwllbllcher Bros. & Co_, .Inc.; Wclhnan, 1'ecl, & Co.;
and Western Grocer Co. 

• Of tho 11 cOllllmnles, 3 reportel' purchases for the calenoar ~'ear 1034, 3 for the calen­
dar year 1035, an(1 5 for the fiscal rear 1035. Flsclll years ended Jan. 1 for 1 cOlllpany,
Apr. 30 for 1 company, Jnne 30 for 2 companies, and Dec. 2() for 1 companr.

• 1 company reported estimated purchllses. 
From Federnl Trade Commission (I8). (See. p. 1047.) 

TABLE 20.-Net dollar ai(JCLI'etta sales of 11 wholcscLle grocers,' b]J channe18 01 
distribution, calellc/cw or flscal VecLr 1984 or 1985' 

Net dollar cigarette sales I 

PercentDollar/!Ch,1.nnels of distrlbl1t1on 	 of total-
Tobacco jobbers and wholesalers .... _ . : .•..•..... _. 8,1323 0.23 
Independent retal! drng stores ..•.........•.... __ . 3M,OlO 1l.35 

Cooperative ano yoluntary grocery chili nil ...•...... ;'20,470 13.67 
Independent retail grocery stores •.... _...•..... , , . 2,013,104 7a.51 
All other comnlIlIcrs I1ncl distributors' < •••••• __ ••••• 0,340 .24 

Tof:1l1 net dollllr saleg ......•................. 3,807,646 100.00 

1 Includes the following compllnles: Austin, Nichols & Co., Inc_; .Davls-lI!1ze & Co.;
E. R_ Godfrey & Sons Co. ; Griggs, Coop~r & Co, ; King-Dobbs & Co.; Potter, McCune Co. ;
I,co & CUlly; P. P. Williams Co.; Schwabacller Bros. & Co., Inc.; Wellman, P(!cit & Co. ;
and Western Gracer Co. 

.• Of tho 11 companies, 3 rcported JlIll'chasNI (01' the calcndar year 1934 3 for th(l calen­
dar year ,11l35, and 5 for the fiRcal YCllr l03fi, FiRcal yellrs ended Jan. i for 1 company,
Apr. 30 for 1 company, June 30 for 2 compullies, 1l1ll1 Dec_ 2(1 for 1 company.

• Of the 11 companies reporting cigarette sail'S, 3 reported estimated dollar slLles. 
• Includes sules to steamship lines amounting to ~OOO. 


From l?cderul Trade Commission (18). (See 1,.10-18.) 


" 	 T.AnT,E 21.-P!l/"c1ta.~cs of tobacco proclllcts of 6 l-etail tobacco P/"OdllCt8 
(listriblltors,' b11 sourccs of S1/.11P1V, oalom1ul- 01' fis()(Illlcar 1981,' 

Purchases of tobacco product$ 

AU other 
Cigarettes' Snufl"'l tobacco products 

Pm-cen t Percen t Percent 
Sources Clf sup(,ly Number of tQtll1 Pounds of total Dollars of total --------1-· ..- ..------ ...-..--

ToblLcco jobbers und 
wholesalers ..... ,._ 1,085,533 0,02 40 0.p2 2,950,890 12,28

Tobacco munufacturlng
companies •••... , •. 7,Oa(),OOO,lM 09.08 216,741 00.08 21,01'7,370 87.72 

TotlLl purchases of 
tob(lcco products 7,038,075,037 100.00 210,~90 100.00 24,028,21'8 100.00 

1 Includes tho following complullea ami their domestic subsldiarlCs: Peoplcs Drug
Stores, Inc.; Schulto Hetall Stores Corp0l'aUt/ll: SIIY(lr noll StOl'C8, Inc.; the Ullion News 
Co.; United Cigar Stores Co. of Amerl~a; and thoUllltod Drug, Inc. 

• Of the (). complLnlea, r. ,·ep. (ll'ted pnl'(!husCH for tho calendar yea!' 1tl3'l. untl 1 for tile 
IIscal year ended Oct. 31, 11):34.

u 2 companies reportClil estimated pUI'ChaS{)H ()j' cigarettes 1I1ll1 ~nurr. 


From ~'C<leral Trude Commission (18). (Sf.'C p. 1040). 


• 

• 
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CHARGES OR COSTS 

The Bnreau of Labor Statistics has assembled unpublished data on 
wholesale and retail prices of tobacco products. These data indicate 
that in 103D the margin or spread between prices from manufacturers 
to wholesale jobbers and retail prices !1Yemged 22.7 percent of the 
price to consumers for all products c.ombined and ranged from 21.5 
percent for cigarettes to 28.8 percent for pipe tobacco. Similar data 
for 10·10 indicate that the margins !tyernged 23.6 percent of the retail 
price for all products combined and milged from 22.7 percent for 
cigarettes to 28.8 percent for pipe tobacco. 

Estjmates made for popular brands o·f cig!tl'ettes in 1037 indicate 
that the spread between prices to jobbers and rebil prices !tveraged 
21.3 percent of prices to consumers (,9). .A report o:f the Federal 
.Trade Commission on the distribution of the consumers' pri(~e for 
cigarettes shows tllnt in 103'~ th(' wholesale and retni1 margins com­
hined !tvel'agecl 21.2 percent of the retail price (18, p. 139). 

Operating expenses of wholc::mle merchnnts for hanclHng tobacco 
products (except leaf), as reported by the Bnrenn of Censns, averaged 
·1:.0 percent of the selling value of the proclncts in 193D (table 22). 
These expenses ranged from 4.2 percent of sa1es for wholesalers with 
annual volumcs o-rsales of 1 to 2 million dollars to 7.'1 percent for 
wholesalers with volnme o:f sales of $10,000 to $50,000 and to 17,7 
pc.rcent for wholesalers with volume of fia les of leRR thn.n $10,000. 

" 
'i'ABT,E 22.-Numl)(Jr of establishments, volume Of sales, ana operating expenses 

for 1('7/Ole,~(1leI'8 of tob(lf'CO procl/lct,~ (e.1;cept leaf) bll size group, 19,~9 

Operntlng ClCpen~CR-

Proportion
ERtnb· ot 

nuslne~s·~lze group lIRhmcnts Snlcs Amount anlea 
--~--, 

_.,,....,,- --..~. - .- -~ ..----­
1,000 1,000 

N1Imber (/0 l/ll rs (loll" 1'., Percent 
... + j • • '" • • • • j • • • • ~ " ~ • ,. • • •• ~ • " ~ ....All 2,300 .1,006,025 52,000 4.0 

$2,000,000 nnd onr .......•......... 70 2113,103 12,034 4.8 
.~l,OOO,OOO-$1.0!lO.OOO ••..•••.•••••..• 175 230,807 10,005 4.2 

$500,000- $IJOO,Ono ................ :1i0 2:;6,300 13,012 5.1 
$300,000- $4nn,OOO ...•.. , ••...•.•. :138 1:n,4DO 0,780 5.2 
$200,000- $200,000 .... ~ •• * • , •• •••• 308 75,410 4,210 5,n 
$100,000- $109..000 ... ." ..... ,. ~ ..... 4110 117,820 3,707 5.0 
$50,000- $00,000 ......... -- ........... 3U; 23,5n4 1,458 0.2 
$10.000- $40,000 ... .- . ............ 20fl 0,180 070 7.4 

Pndcr ,- $10,000 ..... t • •• • • 40 277 40 17,7~ ~ ~ ~ • • 

Aduptcd from Ccnsus of Buslncss, WlIOlc8Ulc 2'/',,(lc (t 3). 

Information relating to wholesa1e prices, costs, an(l gross mar­
gins for 4 principn.l wholesale and jobbing companies which hand1ed 
cign.J:ettefl, as reported by the Fec1el'al Trade Commission, shows thut 
in 103 b the wholeSlllm.'fl' margins -for lumdHllg cigar('ttes Iweragec1 
a.1most G percent of the l'cce.ipts from sales of the products. The 
price received for the cign,rettes !1.veraged 10.68 centfl pCI' package 
of 20 eigHI'cttes, the pl'ice paid avcraged10.04 cC'nts per package, and 
the gross margin averaged O.(H c('nt per pnckagC'. 'l'lws(' fOlll' rom­
panies sold in 1034 more tha11 ·1:.256 million cigarettes Jor a little 
morc thfll1 $22,730,000 (18. 7). IJ,.9). 
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Data on wholesalers' and on retailers~ margins for cigarettes and 
for smoking tobacco in March 1943 were obtained as a result of a. • 
special survey made by the Bureau of Lab(lr Statistics and the Office 
of Price Administration. In this survey information as to costs and 
selling prices of specific brands and sizes of the products was ob­
tained by specially trained enumerators through personal interviews 
with wholesalers and retailers in 24 selected cities widely distributed 
throughout the United States.a The wholesalers interviewed totaled 
258 and the number of margins reported totaled 1,762 for cigarettes 
and 4,124 for smoking tobacco. The retailers interviewed, including 
independents and chains of various types, totalecl 1,188 and the num­
bel' of margins reported totaled 17,961 for cigarettes and 16,415 for 
smoking tobacco (table 23). 

TABT.E 23.-N1tmber of whoZesaZerc and l'etaiZm's 01 tobacco products inter'viewcd 
and n1l1nbet· of margins reporte(Z, tJ7! type Of deaZel', United States, March 19;'.~ 

Margins reported for 

Dealers Smoking
Type of dealer Interviewed Cigarctteu tohacco 

Number Number Nu.mber 
Wholesalers!-all .......................... . 258 1,702 4,124 


Credit and delivery ................... . 1G8 1,173 2,860

Cash and carry ............•.......... 42 286 6n 

Subjobber ........•................... ·18 303 591 


Hetallet:s, Indepe'ndeuts-all ~ .............. . 997 14,630 13,33-1 
 •Cigar stores .......•............•..... 8ri 3,122 :1,764 

Drug stores ...•...•.................. 175 2,854 3,077 . 

Grocery stores ................•....... 282 3,810 2,868 

Con fectionerles •...............•...... 161 1,929 1,662 

Restaurants ...................•.•.... H8 1,444 080 

Hotels .............................. . 48 625 658 

RoadSide stands .•.................... 55 fi83 483 

Other 1 ............ '" •••.••••••••••••• 43 263 142 


Chains all .....•.......................... 191 3,331 3,0111 


CIgar stores •..............•....• ..•.. 20 461 572 

. 	Drug stores ......................... . 47 1,024 1,317


Grocery stores ..........•...•....•.... 66 1,098 1,042 

Restaurants ....•..................... 23 2::;4 103 

IIotels ..................•........•... 21 277 37 

Railroad stations ..................... . 14 217 10 


A11 retailers •....................•........ 1,188 17,061 16,415 


'lncludes 9 railroad stations and 34 vending machines. 

The data were assembled by the Burellu of J~llb6r Statistics and Omce of Price Admlnls· 
tration nnd mnde available by the latter agency for use ouly as industry summaries. 

These data show that in March 1943 wholesalers' margins averaged 
about 4 percent of the sellmg price for cigarettes and about 5.5 per­
cent of the seJljng price for smoking tobacco (tables 24 and 25). The 

12 The cities Include Boston, Mass., Bridgeport, Conn., Manchester, N. H., 
New York, N. Y., Pittsburgh, Pa., Scranton, Pa., Cleveland, Ohio, DetrOit, Mich., 
Columbus, Ohio; Atlanta, Ga., Norfolk, Va., 'Vinston Salem, N. C., Dalla$, Texas; 
Wichita, Kan., Little Rock, Ark., Chicago, Ill., Peoria, III., Springfield, Ill., 
Denver, Colo., Salt Lake City, Utah; Butte, :Mont., San Fl'nncil'lCo, Ca1., Seuttle, 
Wash., and Fresno, Cal. • 
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margins for subjobber wholesalers avel'l1ged considerably less than 
did those for credit-and-delivery and for cash-and-cary wholesalers. 
The wider average margins shown for cash-and-carry than for credit·· 
and-delivery wholesalers of I-pound packages of smoking tobacco may 
be accounted for in part by the fact that the sample for cash-and­
carry wholesalers is small and that the arithmetic means used is not 
typical of the margins included. The median margin for cash-and­
carry wholesnlers of these products is about the same as that for the 
credit-and-delivery wholesalers. Margins for individual wholesalers 
of the same type ranged from less than 1 to more than 8 percent of 
the selling price for cigarettes, and from less than 1 to more than 10 
percent for smoking tobacco. 

TABL~' 24.-1Vholesalers' l1Hl1"flillS jor cigarettes, by type oj '1011 olC'.saler, in 24 
selected cities, United States, March 9, 1943 

Credit Cash 
Proportion oC selling price and and Suujobber TotalI(percent) delivery carry -1 

Number Number Number Num1ier 

7.87 amI o\'er ................. 19 ........,' '4' 2 21 

6.87-7.80 .. , ................... 41 .. , ......... 45 

5.87-6.8G 65 19 84•••••••• f' •••••••••••• ........ 'i6'
4.8i-5.8G ..................... l[Jij 39 244 

3.87-4.86 ... ~ .................. 3BO 141 35 572 

2.87-3.86 ..................... 271 54 96 421 

1.87-2.86 ..•.••..•.....•....•. 147 19 125 291 

0.87-1.8G .....••.............. , 29 6 31 66 

0.86 and under ................ 10 4 4 18
--""---_.

Total ..................... 1,173 280 303 1,762 


Pcrrcllt Percent Percent Pel'cent 
A.verage margin ............... 4.2 4.2 2.9 4.0 


Compiled from data assembled by the Bureau of Labor Statistics anu Ollice of Price 
Administration and made avallable by the lntter agency for use only aB industry sum­
maries. 

'l'AlIT.E 25.-lVholesfllers' margi/IS jar slIloking tobacco, by kind oj package, (lnd 
by type of 'wholesaler, in 24 selected cities, United States, March 9, 19-18 

Type of wholesaler for 'rype of wholesaler for 
l-pound package small package 

Proportion of selling price Total
(percent) . Credit Cash Credit Cash 

.and and Sub· and and Sub­
delivery jobber delivery cnrrl' jobber~ ---
Numbe7' Ntlmber Numbel' Number Nltlllbcl' N1tmber N1tmber

11.87 nnd over "'''' ..... 19 44 17 3 47
10.87-11.86 ....... ...... 28 0 7 18 .. .. ··r 00
~ 

9.87-10.8G ·............. 48 27 4 67 .. .. io· 3 159

8.87- 0.86 ............. ~ .,
24 12 3 5 46..· .. 6·7.87- 8.80 ............... 64 17 1 40 :1 141

G.87- 7.80 · ............ - ;'6 0 3 81 4 2 155
;'.87- 0.86 · ............ 100 28 8 636 122 33 987

4.87- 5.86 .............. 3;'1 67 4 321 100 1)1 1)l!4

3.87- 4.8U ·............... .... 211 27 24 205 44 139 650
~ 

2.87- 3.8(\ · ................. 
 89 24 31 297 95 77 6J:!
1.87- 2.86 .............. 
 47 11 25 41 53 73 250
0.87- 1.86 .............. 
 -1 1 7 8 . ...... 26 -1(i
0.86 and under ...•..•.. 11 2 3 14 30•• of ••• 

--4681:112 -----wl ---m- 1.748 ~ 4.124Totnl ....... ......
~ 

Perccnt Percent Per(lf!nt Perccnt Percent Percent Percent 
~Average margin .., ...... .. 5.8_ 6.4 I 4.7 5.7 5..0 4.1 5.5 

Compiled from data ass(:muled bv the Bureau of Labor Statistics and Office of Price 
Admlnl.stratioll tllld mnde available by the latter ngency for use only as industry Bum­
JIIuries. 

http:0.87-1.86
http:1.87-2.86
http:3.87-4.8U
http:4.87-5.86
http:G.87-7.80
http:7.87-8.80
http:8.87-0.86
http:9.87-10.8G
http:10.87-11.86
http:0.87-1.8G
http:1.87-2.86
http:2.87-3.86
http:3.87-4.86
http:4.8i-5.8G
http:5.87-6.8G
http:6.87-7.80
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HeLailers' opel'l1Liug ma.rgins for 43 cigar stores and cigar stand::; 
engaged primarily in retailing cigarettes, cigars, and tobacco, as 
reported by Dun & Bradstreet, Inc., averaged 23.9 percent of net 
sales in 19;)9 (5). According to census reports, operating expenses 
of cigar stores and cigar stands, including paYl'oll but not including 
compensation for propl'letors of unincorpol'l1ted businesses, averaged 
19.5 percent of sales III 19j5, ~3.U percent III lU33, and 21.5 percent in 
1929 (l0, 'I). 1, p.18). Many cigar store::; lmd cigar stands also handle 
llewspl~pers and magazme::;, caudy, 1l0veltlC::;, and soulL-fountain prod­
ucts, and it lllay be that thc lllarglll::; 01' expenses show11 for these 
stores do not refiec(- accllL'lltely the retailer!:; margin!:; for handling 
tobacco products. 

Data assembled by the Fedeml Trade Commission on sales, costs, 
[l,nd gross margins tor 4 principal chains of retail tobacco and drug 
Stores in 1934 show that the retailers' margins for cign,rettes averaged 
about 12.9 percent of the retail price (18, p.l4;3). Uetail prices of the 
cigarettes averaged 12.68 cents per paCKage of :20, the costs to retailers 
averaged 11.05 cents, and the retaIlers' gross margins averaged 1.63 
cents. 

Information as to costs of tobacco products to retailers and on 
retail prices, assembled by the Bureau of Labor :::itatistics and the 
Office of Price Administration, shows that, in March 19-:1:3, l'etailers' 
margins for cigarettes sold by independent dealers a \'emged about 
14: percent of the retail price for one-package sales, 13 percent for 
two-package sales, and 9 percent for carton sales (table:2U). Similar 
data for chain dealers show average margins of 12 percent, 11 percent,' 
and 9 percent, respectively (table 27). 

Average margins for the different types of independent stores 
ranged from 13 to 18 percent of the retail price fOl' one-package 
sales, 12 to 17 percent for two-package sales, and 7 to 15 percent for 
carton sales. :::iimilar averages for chain stores show ranges from 
9 to 18 I>ercent for one-package sules, 8 to 20 percent for t\vo-package 
sales, and 7 to 20 percent for Cluton sales. Retailers' margins re­
ported by different stores of the same type ranged fro111 less than 
2 percent to more than 20 percent of the retail price of the cigarettes. 

Retailers' margins for smoking tobacco, particularly for the smaller 
packages, usually were considerably greater tha.n were those for 
cigarettes. Data relating to the costs of the tob!LCCO products and 
to retail prices show that, in March 1943, retailers' margins for 
smoking tobacco sold in small packages at independent stores averaged 
23 percent of the retail prices for one-package sales for all stores 
combined and the averages by type of store ranged from 22 percent 
for drug stores to 26 percent for restaurants (table 28). For two­
package sales, retailers' margins averaged 22 percent of the retail 
prices for .all stores combined and the averages by type of store 
ranged from 21 percent for cigar and drug stores to 25 percent for 
restaurants. The margins for smoking tobacco sold in small pack­
ages at chain drug stores averaged 18 percent of the retail prices 
for one-package sales and 14 percent for two-package sales. The 
margins reported for different stores of the same kind ranged from 
less than 2 percent to more tlmn 35 percent of the retail price. 

• 


• 


• 




• • • 

•••••••• 

TABLE 2G.-Retailers' margins jor cigar'ettes sold byilldepelldellt stores, by size oj ,~al(' (m(L by tYPe oj r'e/ailer in ~q selected cities, 

United States, March I), J948 


One·package sales 


rroportioll of selling Cigar Drug Grocer.\' COllrec· IRestaurants Hotels Itoaclslde Other' All 
price (percent) stores stores stores tlonel''' StlUllls 

Number Nllmbcl' Number -:"umb;r- Number .Vumber '-XT~" Number ~-
24 and over ••••••• ,.,. 4 j j ••••..••..•• [; 18 2 14 57 
21-23 ..•.. , ......... . 24 25 48 IS 40 39 1 40 235 
18-20 •.... '.•........• 198 133 100 ] 20 112 G1 4G 42 902 
15-1.7 ............... . 341 30G 3aS 2iJO 25!l 77 76 43 1,699 
12-14 ... , ..•....•.... 235 278 42G :!2!J 141 18 6T 28 1,422 
9-11 .............•.. 131 103 229 100 78 ] 0 30 9 759 
0- 8 ............... . 199 124 150 100 54 10 37 15 704 ~ 

3- 5 .. ".... 0 

29 2'1 40 2;:; 5 1 7 ............ 131 

2 and under .••.•... ,. 11 30 2(i 14 2 2 3 •..•.•.••••• 1 88 ~ 

2(il)- -"--Uh'," ~Total •...•.•..•. 1,172 ---1,000' -""--1,,163 ---~sS6' -------auu- ----·2ao 5,007 
PC/'(:Cllt Percellt jff:-:fc~~'t'- =-Perccllr= l'c7~cllt":::' '- Percellt' '.. j'crcellt - --l'(~rer'~t" l'arccllt j 

Aycraga margin .... ". 13 13 13 13 1;; 17 13 18 14 Z--"'------...------------- Cl 
___________-:-_____-,-_____-;-______..:T::,:;"'.;:oy:lclmg(',:;,lles__, _ ..___,____________.,-____"""""'______ > 

1lllmoer j\'rumlJ(.w 1lumbcr ]{umbc,. ~\'flmber i\Tumber }.T1lmller ]oyT'HulJcr ~lllmlJcr ~ 2-1, and over , ... ,...... . .• '........ 4 1 ••• , •.•• , • • • ;; 13 2 5 30 

21-23 .... , .......... , 13 11 a" 7 17 22 1 fi 111 
 ~ 18-20 .......... ,..... 112 6j 151 8;) !l3 68 40 1 617 
 >15-17 ........... ,.... 221 1!16 280 ]23 253 81 fij 22 1,233 

12-H ....... ,........ 251 243 314 208 115 H 60 3 1,214 2


0-11 •... ,'.......... 188 N7 362 IOU 61 0 46 10 1,002 

6- 8 ..... '.......... 1fi8 laD 153 100 38 ,1 1fi 7 614 ~ 

3- 5 ................ 103 50 72 4:3 U 3 j 1 287 

2 and under. .. .. ... .. 22 20 37 18 2 6 3 ,., ..... ,... 114 fJ 

Total '" • . . . . . . . 1,070 083 l,40ft -----y5:( 51)0 2~O' ---"Ta7 f,4-- 5,312 
c 
::::: .... 

Percellt Percellt Percellt l'ct'cc'-it-' PZrCI!II/, Percellt l'et'ccllt Perccllt Percellt Z 
A\'~rage margin .•..... 12 12 12 12 15 17 14 15 la Cl 

I>' 
Carton sllles :;: 

Number N1tIIlber Number Number Number Number I ~Tllmbcr }lumbcr Number ::::: 
24 nnd o\'cr •.• , .•...•. 1 1 ..........4· .... , ....... ] 5 . ........... ............ 8 9
.,­21-23 ................. 1 6 4 12 ............ ............ _t z
..· .. · ....7·]8-20 31 10 21 11 30 5 , ........... 130 til 

15-17 :::::::: ::: ::::: 85 03 58 30 ao 44 5 3 318 
12-14 ................ 111 87 1311 36 28 31 13 .. ........:j. 442 

9-11 ................. 208 111-1 202 42 44 23 16 . 792 
o~ 8 ................ 264 ,284 283 110 23 5 24 4 997 

3- 5 140 1H 94 48 13 6 13 3 431 
2 and 'u'nd'c'r' : : : : : : : : :: 39 43 54 23 4 7 1 5 176 


Total ....•..•..• 880 781 . 042 2!1(l 158 1611 77 18 3,321 

Percent Percent Percellt Percellt l'erccnt Percent Percent Percent Percent 

Average margin •.••••. 9 9 0 8 12 15 9 7 9 . Rallroad stations llnd vending machines. 
Compiled trom data assembled by the BurlWl. or Labor itatistlCil and Office of Price Administration and made a'l'allabl& by the latter agency tor use ~ 

only as Industry sumnlarlea. c.n 
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TAnT,E 27.-Ret(tilel·s' margins for cigarcttes solIZ by chain stores, blJ size of sale 
a·nd by kincl 011'ct(tiler 'in s.t selectc(l citics, Unitecl States, ,1[urch [I, 1943 • 

One-paclmge sales 

PropOrtion of selling price Cigar Groccl'Ynl'ug Hotels nestau-lnnilrOlld All
(percent) stores stores stores rlln ts stlltiOIlS 

Xumbc,' "'/III/be" ]\tumbr,' Nllmber' ;\-/lmbc,'
2-1. and O,'('l' •• • • • • • • • • • • • 10 30 2 5n]0 ..... ~. 12 59 
i§=~~ :::::::::::::::::: ~g N W W Wi 
1r.-17 .•....•.. ••....... !!O 1(1 35 !!4 !!3(1

1!!-1'1 ••..•.•..• •. . .•..• 33 !!O 16 10 ISS 


0-11 . •. .......•.•. ..• . :I~ S 13 S 22:! 

0- S ........••.•..•... 10 S 3i !J !!03 

3- 5 .--* •••••••• '"' ~ ••••• 1 IJO 

!:! nnd und(\r ..... ~ .. ••• 4·~o 

Total ..•...•.••. , 101 -105 1!!!! 11!! 

Ay('rnge margin ...•.•••. P~I'ce1tt I'c"cent Percc1lt ['Cl'cClIt I'rn'cnt l'el'cclIt l'~rce1lt 

] () 12 U 18 1~ In 1~ 


Two-pnclmge saIl's 

tXl/lI/bcr IXIII;~bel'i XI/mllel' IXllll1b~" ''''limber IlsII1I1uer IXIIlI/bb"
24 nn(l O\'~r • .. • •• • • • • .. .. • • 2 ...••.• ' . . . . . . . 8. . . • • . . !:! 1~ 
!!l ..!!:l • _ •• _., •• _. _., ••• • 1·~ !! !! 41 2 fi Oli 
1S-20 ...•..•. _ . , . . . • • . • 0 !! 5 21 (I 0 ,H) 
]1;-17 ........ ,......... ,I(; 3a :1,1 18 3;' 2·1 lOll 
1:!-14 ................. ,\ 20 (JO (12 4 11 17 17~ 

I
0-11 ... ,.............. .\1 06 SO ...... , 20 10 247 

(l- ,q ••••••• _•• , • • • • • • • 17 oa (1S, •..•. , 20 0 20i 
l},- ii .....• , ....•. - .. " .•. '... 4~ r;;. . . . . . . \J. • • . . • • 1~I • 
.. nnl1unrt~J;'~ •... ~.~t"'·l~ ___~~~:~.~~:_,: __ '.:~ 

~'otal •... , •.•• _.. 1· 14(1 3·16 3S'~ !I!! 103 7n 1 1•147 
~~~.: ~= = =--====-=-=-
Percent Pcrccnt Pe'.·ccnt Pcrcent Percent Percent PCI'cent 

AYl'rrtgC llIar~in ......... 1·\ 0 8 2() 12 J.l II 


Carton sales 

. I ISII 111 oe" N• .f1.",'b.e.l'. i\.T.Il.IIl.b.c.".INI/11I11'~_'· 1".",1..1I1.b.e.", ".1.11.".'0.1'.". ,\'umbel';l·t nnd oycr ... ... ~ ... " . ~ .. . !.! 14 

it~~ :::::::::::::::::: lb' .... ~. '... T I !!~ I::::::: i ~n 
lfi-17 .. ".....• ".. "". ~ " . U 14 n 1.1 i J;} 6~ 
12-14 ... 4.............. 27 I :II) :n ..... -.. fi S 101 


0-11 •.••••• •.••••.••. as 7-1 7·\ II ., 7 1 fi 212 
(1- S _•.••.•.••... , •.• , .\-1 I !l7 87.. .. .. • 12 Hi 2;,G
:1- ii •...... _..• ,..... 0 70 ,11 •• , • • • • a. . . . . . . 132 

2andllnc).'r ............ ". ~ j __ 3~. _~I:':':"": __2..~':' ~ 


Total .,. - ••••••. , 1;; I I :l3,t 300 (13 ao ;;i 051l 


'l'~rccllt P;'cellt' 1'(';:;:,:1 p(":C(~,~t Mecnt [>r"cBllt['CI'cellt 
AYcragc IlIlLrgin ......... 11 i 7 I 20 II 12 0
I

Compiled from datIL aS$~m"lcd. by the Bureau of I,ahor Statistics and omce of I'ricl' 
~\dll1injRt\'ation UIl() m(ulp IIYllilllllle b~' the latter agency for use only liS industry sm1\' 
marIes. 

• 
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• TABLE 28.-Rctai/erll' margins tOl' smoking tobctcco sold in s1IIIlll packages by 
independent stores Of .~peci/ied kinds,in 24 seleetc(l cities, UnitM State.!, 
Mu,rch 9, 1943 • 

One·package Rnl~s 

l'roportlon of selling Cigar Confec- Drug IGrocery IRestllu- Allprlr~. (prrrpnt) stores tionery stores stores r!lllts J 
Number Numbel' Number Number NUlllur/' Number 

30 and O,'er .••..•.•..• 13 1 ........... ....... ;.,......... H 

36-38 •.•.•..•.•••.•.• 10 15 9 iJ ~ •• ~ ....... 39 
33--35 •.•..•...••••••. 07 47 114 54 G3 375 
30--32 , ••.••••••.•.. ,. 59 24 29 37 28 1-"1­
27-29 ................ 1·14 45 116 102 07 474 
24-26 •.•••••.•••.•.•• 579 265 462 565 . 111l 1.087 
21-23 •••..••..••.••••• 359 213 311 1206 

275 80 1:00818-20 .••.•••••.•.•.•• 33n 204 32-12-18 I 3(3
15-17 ..•••.••••••••.. SO 11(3 79 11 350 
12-14 .••....•........ 41 44 17 4 119 

0-11 ....•...••...•.• 54 75 40 , 1 184 
6- 8 •..•...........• 39 30 7 1••••••••• 85

tl I 
3-:; ........•....... 10 ...... ~~. 7 9 26 

2 and under ., .••..• ,.. 2 3 8 4 t ..... ••• 17~ 

.-..--- ...... , --~~--- ''' .......
l-l,82i 017 1,596 1,491 410 6,23(1
Totnl .•.•••.••.. '=:;;==I====I=~==

IPercent Percent Prrcellt f Percellt IPercellt Percellt 
Average margin ••••.•• 23 23 22 23 26 23 

Two-package sales 

39 and O,'('r •••.•...•.• Number Xllmber INumber . ~~'~'~I~~~.. ~~'~I:'~:~.I Nlllllber3• 36-38 •...•••..•..•••. 16 6 6 5 •.••••••• 33 
33-35 ..••••....•....• 45 25 77 41 22 I 210 
30-32 ..........•••••. 51 23 IS 30 III 138 
27-20 •.•••...••.••••. 95 35 68 01 41 330 
24-26 •••.•..•.••..... 320 184 251 30G G9 1.229 
21-23 ...... ~ ................. .. 255 122 226 263 47 913 
18-20 .•••••....••.•.• 270 176 231 30tl 34 1,017 
15-17 .............. .. 67 70 65 77 8 I 287 
12-14 ..•...•......... 

9-11 ................ . ~§ ~5 g~ ~~ .......~ . i~g
fl- 8 ~,.. ......... 4 ........... . 61 10 39 19 .•••••... 1 129 
3-!"i .. ~ .................. ,. ... .. 19 .•.••.. 3' . 12 20 ...•.•.•. \ :11 
2 nnd under .•..••.•.. 5 10 4 ...•.•.•. 22---.­

1.3:!31 687 1,12;; 1.330 :!·ll 4,70G 
Totul •.•.• '" ... 

---~ 

- -I
Perccnt Perccllt Percent Percellt Pel'l'(mt Percent 

Average margin .•..... 21 :!2 21 22 I 2~ • 22I 
Compiled from data assembled by the Bureau of Labor Statistics and Ofllce of I'rlee Ad· 

ministration lllld mude available by tbe latter agency for use oniy as Industry summuries. 

• 

The data for smoking tobacco sold in 2l.4 ounce packages show that 
the margins for inc1ependent retailers averaged 25 percent of the 
retail price lmcl ranged from less tluUl 12 percent to more than 35 
percent (table 29). Similar data for clmin stores show that retailers' 
margins averaged about 19 percent of retail prices for all stores 
combined and the averages by kind of store ranged from IG percent 
for grocery stores to 2G rim'cent for llOtels and railroad stations (table 
30). Retailers' margins reported for stores of the same kind ranged 
from less than 5 to more than 35 percent of the retail price. 

Data as to sale of smoking tobrtcco sold in I-pound packages show 
that the retailers' margins, in March 1943, averaged 13 percent of tht:\ 
retail prices for independent and for chain stores (table 31). The 
averages by types of independent stores ranged from 12 pel'c('nt for 
drug stores to 14 percent for cigar sfOl'es and confectioneries. Similar 
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averages for chain stores ranged from 12 percent for drug stores and • 
grocery stores to 15 percent for cigar stores and to 17 percent for 
hotels and railroad stations. Retailers' margins reported for stores 
of the same kind ranged from less than 5 to more than 30 percent of 
the retail price .. 

.TABLE 20.-'-Retailel's' 11WI"uins for smoking tobacco sold by fndepelldent I'etailer& 
of specified kinds in 21f~ ounce packages, in 24 selected cities, United States, 
March 9, 1943 

llailroad lloadsldeHotels Ail
l'roportlon .~_~~~lg_pr~~~~~~ceut) ~,l stations stands 

Number Number Number NumberI 
36 and over •..•..••••••••• ,., .••• ,'! 16 8 2 26 
3335 •.••.•.•••.•••..•..••••.•••.•• 119 19 46 184 
30-3~ , .•.•.••••••••.•..•••••••••... 1 !!H 4 ~5 58_..,­27-20 •• , ••••••••.•..•••.•••••.••••• :32 17 76 
~4-2(l •.•. , .........••.•••••••••.••• 1110 36 108 394 
21-~3 .••••••••...••.•••••••.•••• ,., 107 27 68 ~02 
18,20 ••.••.•.....••..••.•••••.••••. 134 17 60 220 
15-17 ...• , ••••...•.••••.••..•.••••• 21 4 35 60 
12-1·j •.••..•.••.••..•••••.••••••••• 2:'.i 10 3 38 
11 and und,'!' ••.••.••••••••.••..•••• 3 "" ......... 6 \l 

-cr'_ -~.,.~_.• _
--~."',------.. ----

Total ••.....•..•••••.• , ••.••. 1======6::-;'1",,0..;1====1=4=2=1;===4=7=0=1:==1=,=2=67= 

Percellt I Percent Percent Percent 
AW'rage margin .•••••.• ,., •.•.•••... 1 25 25 24 2:1 

Compiled from data assembled hy the Hur('au of Luhor statistics and Ofllce of Price Ad· 
ministrution und made ayuiluble by tIle latt('r agency f(lr USc only as Industry slImmarles. • 

TAnr.E 30.-Retailers' 1Il(£ruins for SIllOkill[1 to/)I1('(,o solei. b}1 chains -in 21,4 ~nce 
pewkaucs, in 24 selected cities, United SteLtcs, j[arch 9, 194[3 

Proportion of 
selling price Cigar Drug nrocery IJotcls Restan- lluilroluj .All 


(percent) stores stores stores runts stations 

1--­

X'imber N,wll,er Number Number 1'ttmbcr Number Ntimber 
3(J and ov(,r .• 3 l~ 3 34 12 14 711 
33·-3;' .••.• ,. 0[ (J 6 22 7 45·· .. · .. 0·30-32 ....... .J!) 40 24 7 2 131 

27-29 ....... 08 70 73 60 13 85 408 


63 48 24 20 306 
~h23 •• ••.•. 53 93 92 68 14 42 36~ 
18-20 ....... 41 

24-26 ....... 71 71 


01 106 20 18 33 315 
15-17 .... _.. 12 GO 05 8 5 179 

200 1(1.1 8 403 

0-11 ....... 13 155 122 290


12-14 .•..••• 31 

6- 8 ,...... 8 100 89 107 

3- 5 .. ,.~.. 212 
 26 34. 112 

2 and uuder o 24 :18 


i------------
Total •• ·jOO 047 805 271 103 212 2,834 

1===1=== 
Perccnt PercClit Pe"cellt Perccnt Percellt Perccllt Pwcllnt 

Average
murgin 22 17 10 26 25 26 19 

Compiled from (lata assemhled by the Bureau of T,abor Statistics and Ofllce of Prlee Ad- • 
mlulstration and made uVlI.i1uble by the latter agency for use oniy as Industry summarIes. 
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TABLE 31.-:Retailers' margins f01' 1-pound paokages of smoking tobaooo sold bV 
independent alld ohain retailers of epcciJied kinds, in 24 scleoted oities, United 
States, Jlaroh 9, 1948 •'. 
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Independent retailers 


Proportion of seiling Cigar COllfec- Drug Grocery Other 
price (perC(lUt) store tlollery store store stores All 

Number Number Number Number Number' Number 
30 and over •• -« ........... 21 . .......... 2 .......... .' ........ 23 

27-29 ............. ~ .... ,. ....... ..- 29 4 33
~ ..... "i' ••• ·"2" ...... ·2·.. 'O24-26 ..... '" .................... 41 7 1:)3
~ 

21-23 .............. ................. 42 3 20 2 2 69 

18-20 ........ "'r 

~ 

........... 52 7 34 8 11 112 

1f>-17 .................. '0 70 11 58 () 3 148 

12-14 ....... " .......... 90 21 42 0 15 177 


9-11 .... ,. .................. 115 8 67 6 3 100 

6-11 .......' , ........ ~ ............ 94 I:) 60 6 8 173 

3- 5 48 2 28 8 ........... 86 

2 Bnd 'u'n'der' : : : : : : : : : : 17 ......... 34 ... ., ... ~ ...... 1 52 
._- .. - ­- ..... '+-

Total ............ 619 58 35() 47 45 1,12<1 


Percellt Percellt Percent Percent Percellt Percent 
Aveuj;e margin 14 14 12 13 13 13 


Chain retailers 

Number • ~~f~~I.b.e~. NUtlfbe2' ,.":~I:I~~e:.1. ~~':I~~~~ Number6 

• 

30 !lnd OTer •••• , •••••• 

27-29 .. , ... , ....... .. 1-1 •••••.•• , 13 0 2 35 

2-t-26 ~ .... ~ .. ~ ., ., 1" ... , •• " ., ~ 'J 10 1 4 17 

21-23 ... " ..... r .. "* ... ~ • t ., 
 j8 1::::::::: ~g 16
18-20 ••.....••••..•• ...... 34' ~ 

15-17 .. "., .. ,. l' " ..... ., ~ .. " 21 ......... 43 17 1 82 

12-14 .••. , .••.••.•••. 40 •••.••... 47 40 4 131 


9-11 •••.•...•.••••• , 19 ...•...•• 74 28 2 123 

6- 8 ............... . 21 •• ,...... 69 23 .•••• • . . . 113 

3- 5 ....... ".... " ........ " ~ .. . 9 ••••••••• 33 0 .• ,...... 51 

2 !lnd under •.•• , .•••. 6 .••••.••• 26 0 ...••.••• 41 


I-------�------�-----~il-------


Total ...•.•••••• =,=1=0=,0=1='='",,'",,''='='=';"1==3=7=0=1.==1=4=7=1===4=7=1,===7=3=0 

Percent i'e,'ccllt Percent Percent Percent Percent 


AT<.>rl\ge margin •••.••• 15 12 12 17 13 


, Incl\1(lCR hotels, restaurants, lind rOadside stands, 
• rncludeS hotels, ILlld rallrolld stations. 
Compiled from data assembled by th() Bnreau of J,nhor Statistics and Office ot Price Ad· 

mlnlstrntion nnd mnc1(> ~Yllilnhle hy thl) latter IIgcncy f01' use only as jndustry !lummarles. 

ITEMS INCLUDED IN M,-\RGINS 

Census reports show that. in 1939 total pay roUs, including paid 
executives of corporations but not the compensation of proprietors 
of unincorporated businesses, average(l about lutlf of the total mar­
gin for wholesalers of tobacco products. Other individual items of 
expense are not shown separately in census reports but analysis of 
operating expenses of wllOlesaJe margins, including pay rolls, shows 
that the principal items of cost included in margins for wholesalers of 
tobacco products are se1ling and administrative expenses. Census 
reports indicate that in 1930 seiling expenses averaged about 1.6 per­
cent of the selling price and about 32.6 percent of the wholesalers' 

• gross margins or costs (table 32). Cost of administration averaged 
about 1.3 percent of the se1ling price and nbout 26.5 percent of the 
gross margins or costs. Data for other itemR of cost show that de­
livery expenses averaged 0.7 percent of total sales and about 14.3 
percent of the gross miugins. Occupancy expenses aye raged 0.6 per­
cent of total sa1es and 12.2 percent of the margins. Warehousing 
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expenses averaged ll.,b percent of total sales and 8.2 percent of the 
margins. Other l'xpenses ayemged 0.3 percent of total sttles o.nd • 
G.l pel'cellt of the lllargins. 

Thn relatiye il1lpOl'tallC(l of SOllle of lhe items of expense for "'hole­
salers varied cOl1sitlel'ahly with the yolul11c or business (table 32). 
'rhe Pl'OPOl'tiOll or thp s('llillg price' aecounted for by Co:;t:; of adminis­
lmtion, deliwl'y l'XpellSl'S, (uul oC'cnpaJlcy decreased considerably 
with increases in t Iw ,"01\1111(.' of :-nks. X"l'rage administrative ex­
penses decl'eased :from 1.5 percellt of the sl'11ing price for whole­
salers with anllual YO]lllllpS of busines:; of $:200,000 to $300,000 to 1.2 
percent for those with a volume of sides of $1,000,000 or more. 
Average c1eli,'cry expenses dl'(,l'ensed from 1.1 percent of the selling 
price for wholesalet·s with anJlun.} volumes of business of $100,000 
to $200,000 to 0.5 percent :for thosp with a volume or sales of $2,000,000 
and oyer. ..:\.Ycrage costs of oeC'upn.llcy cleL'I'l'tlsed from 1.2 percent 
of the selling priee for ,,·ltolesaleJ's with annual yolume of s.ales of 
$100,000 to 82()O,{)()O to O.-! pereellt 101: those with a Tolnme of sales 
of $2,000,000 and O1'e1'. ExpenseR of selling. \\"arehonsing, and other 
yaried incgll1n.rly with YOhlllll' of ~a le;l. 

• 


• 




• • • 


~ ::­
'l'AllT,t} 3'2,--OprratiIiU cJ'pcnses of lrhol('s(ll(~ IIIrrcll(lll/'8 It'ltOSC sa/C's of tobacco IJI"oducts 1l1/1O/llIted to 100,000 dollclI's 01' 1IIorc, 

Uniletl Slutes, J!139 ~ 
j 
~ 

-----.---~ Cl 
Opemling eXI,cnscs including PII~' roll liS prOl,oftion o[ sales 1 IJ\"live prollrietors 

E~tlllJllsh Ynhullc ~ of unincorporatedilU8illc'ss,Sizl' gl'ouI' Jrleuts uf: snlcs A.hninls- \Ynrt' ­ dOCCIl­ lJusilless('sTo till trlltiYC I Selling I D('i1\'('ry house pluley Other 
---~---"~--..-. 1----------- ~ 

:..1,000 
~SU"'/H'1' 7>OI/III'S ['e,'cent Percellt l'CI'Cf'II/ l'(,I'CCllt l'''l'ccllt j'crCCllt I Percellt ~'''l/IlIcr8.AIl ...... " .. " .... '"' ..... ~ .... ~ ." ... ~ .... l,O!lO 7:!3,4.'11 4.!l r::1.3 1.0 0.7 0.4 0.11 0.3 837 ':j---_. -- ---",---"---.,- ---~- -~-- :>$2.000,000 and over ••.•••.•.•••••• 01 lOS,Ou9 4.7 1.2 1.7 .:> .:> .4 .4 51$1.000,OOO-1.000.0!l0 ••••••••••..•• 128 171),020 4.4 ~1..2 1.4 .6 .4 .:> .3 8:.!$ ,,00.000- ()[JO,OOO ••••••••••••.• 2GO lS-l,2H 5~1 1.3 1.11 .7 .4 .7 .4 174 c: 

~ :lDO,OOO- 400,000 •••••. , .•••.•• !!O-l 7!l,S20 riA 1.4 1.7 .8 .4 .7 .4 148 ~ ::; 200.000- !!tlO.!lIlO .............. 202 40,OG4 0.0 I.G 1.9 
 .0 .4 .9 .4 188 ~ ~ 100.00(l- 100,!l!l!l .............. 229 33.S04 6.1 1.4 1.7 1.1 .3 1.2 .4 
 194 Cl 
"... 

1 OII('l'utiug ,'x!wnsf>s include lIO rOIllIl(!Il~lltiOll for acth'c proprietors of unll1c(lI'poratc(1 businesses. :;; 
:;;:t 

AlJstrnctctl fI'OIll Census oj lJusiIlC8.Y; 1939, Wholesale 1'rade. (13) Cl ..... 
~ 
til 

l-' 
01 
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Census data for 18,504 cigar stores and cigar stands in 1D3!) show 
that total pay rolls, including saJaries of paicl executives of corpora­
tions but no compensation for active proprietors of unhlCOrpOl'uteu. 
businesses, accounted fot' about 7 percent of total Stiles (lJ). But 
the number of active proprietors of unincorporated businesses ex­
ceeded the number of employees. Other (latn. on items of costs 
included in retail margins :for cigln: stores and ci rrar stul1dg show 
that in 1D3o salaries and wageg accounted for 14 pe~cent of 11et sales 
and 58.6 percent of the gross margins (table :33). Occupancy ex­
pense;; average~ 5.6 percent of net SILleS and 2:3.,~ percent of the gross 
margms. Prohts averaged 2.3 percent of: net sales und D.G percent of 
the ma1'gins. The proportions of the retailers' margins ttc('otmtetl 
for by advertising, bad-debt losses. and otht'r exp<:'IlSes were I·plafin.ly 
small, as shown in tuble a3. . 

TAIILE aa.-.l7et sales, costs, ana lIlargill~ 101' cigar stON'S alld cigar s/((I1(1s CIl!}tI!JI'(l 
primCLrilll in retailing cigaret.tcs, cigars, llnd other tobar-cos, UllilccZ S/atl'.', IIN1!1 
-------~.--...~ ..------- .--.--"-" "_" ..._--_.- ---

I Amount l'rOPOI·t!OIl 
oC net sales 

I.QOO flol/tII·.. ""I'rent
Net Sales .••••••. ".... , .•..•••.. , • , ..... ' . , . , • ; 1,2!Ju 100.0 
Cost or goo<:!s Rold •.•• ' •.... · •••• , .•. ,." ...••.•••.• , .. 1 !lsr; TG.1 
Hross lIlUl'glr, .. • ..••••• ". ' ... , ....•••.•••...••...... J' <110 23,11 

Totll'l expenses .....•..•..... . .•.••. ,. • •.. "....... 2S0 21.£1 
Salaries, owners nnd olllc'cr$ •..•.•••..••••••••• . I 11!J 1l.2 
Wlige.~, nil other eDlploy~es ... , ..• , .••...•.•..... : ~~ 4.8 
Occupnncy expense ' ....... ".................... ..> n.n 
AdvertiSing .•.•••••.••.••.•.•••.••••..•..•. ,... 4 .:1 
Had dpht losses •.•••.•.....••••••..••.....•••.. 4 .3 
All other expense ...•... , .. , .•• , ••.•...•.•..• , • , 18 1.4 

Prolt t ..................... , ........ " ....... _. A " * .. • • • • • • . ao 2.a 
1 About !J7 p('rccnt or the COllCt'rns w('w renting. 
Abstracted from or bnsc'(] on Mitchc1Z'.~ Sta/lrl!II·i]. lIllliok ,fOI' 1>'rtai!iIl{/-' 0111,/,'. to HQI­

cie/loll tIIld, ProJlt.~ in Fitty Trades ({j), 

MEANS OF REDUCING COSTS 

Means of reducing wholesalers' and retailers' margins for the llifi­
tribution of tobacco products lnc1ude increases in general efficiency 
and reductions in the services rendered. ::\fethods of increasing gen­
eral efficiency involve problems of organization and Opel'fLtion, per­
sonnel selection and mmmgement, loc'ation 0 r plnres of busil1(,i'~. 
number and kinds of commodities handled, volume of operation, u))(l 
purchase and sales polkies, 11mong others. But available informlLtioll 
on the VariO\lS elements involved is so limited that the extent to which 
it would be feasible to reduce these margins by improvements in gen­
eral efficiency cannot be indicated very definitely. 

Insofar as the relation of v01ume of business to wholesalers' margins 
is concerned, data indirate that these margins might be reduced 
somewhat if the volume of business for many wholesalers were hl­
creased. Margins for 'wholesalers with an Itl11Hutl volume of :::ales of 
$100,000 to $200,000 in ID3D averaged about 3D percent greater than 
those fOl' wholesn.1ers with an annual volume of sales of $l,OOO,OOQ to 
$2,000,000 (18). Occupancy, delivery, and administrative expenses 
show considerable decreases from the smaller to the larger groups. 

Data. on retailers' margins by kind of retailer indicate that some 
reductions in average retlLilers' margins could be ei:f.ec:ted if a la.rger 

• 


• 


• 


http:I�plafin.ly


58 

• 


• 


• 


;\lARKETll\G A~D MAl\Ur:ACTUIUNG lIfA(WHi'S 

proportion of sales were concentrated ill the 10wel' cost outlets. But 
obviously, cOllvenience to the consumers, 111ll1allY instances, I1my be a 
limitinO" factor. I{etttilers' 111111"O"i11s for cigarettes sold one package 
at n. ti1~e, as reported by retailel~ in 2-:1: selected cities in March 1943, 
ranged from all :tyerage of \) percent. of the selling price for chain 
grocery stores to 18 pel'cent for hotels. The aY(~rage nmrk-up for 
Sl1Joking tobacco sold ill I-pound packages, as reported by retailers 
in ~4: selected cities in )Iarch 1943, rnnged from un average 0'( 1-1: 
percent of the selling price for ch'ug stores, chaiu grocery stores, and 
('oadside stands, ('0 2(1 percent 'for hotels. Similar datu. 011 retail mar­
gins for smoking tobacco sold in 21/.1, ounce packages show that in 
March 1943 retailers' .Ilutrgins ranged from 11lI ItYel'age HI percent oJ 
the retail price 1'01' chain gl'ocel'y stores to 27 pel'cent 1'01' hotels. 

Some reduction in retailers' margins might be made in Illllny in­
stances by increasing the size of the unit of s:tle. Here agltin the 
conveniellc(l of consumers Illay be It Jim iting illc!;ol'. Hetttilers' mar­
,gi IlS 1'01' cigarcttes sold by independent retailers of Yllrions kinds in 
March 1943 averaged 14 percent of the retail price for cigluettes sold 
one packa~e at :t time, 13 percent for eiglu'cttes sold two packages at 
IL time, and 9 percent :1'01' cigarettes sold in cartons. Data on retailers 
mark-up for smoking tobacco show that in :March 19+3 these mark-ups 
:lyeragedl6 percent for tobacco sold in 1-poul1d packages and 31 per­
eent for that sold in small packages. Retailers' margins for smoking 
tobacco in :H selected cities in .March J 9·13 :tyeraged 13 percent of the 
retail price for tobacco sold ill I-pound packages and about 23 percent 
for' that sold in small})!\ckagt's. 

The feasibility of attempting to reduce ret:lilel's' margins for tobacco 
products by increasing the proportion distributed through the lower 
cost outlets and by increasing the size of the unit of sale would obvi­
ously depend to a considerable extent upon the demands of C()nSllllH~rs 
and the conditions under which these demands "-ere met. "There 
differences in convenience u,re great enough to make in-fOJ'I1lt'd con­
Sllmers \\'.i1Hng to pIty the llecessary costs of the additional services, 
nO net gain would result :1'1'0111 shifts to the lowt'r-cost oni1('ts and to 
1Ill' larger UUlts of sale. . \ lthough llHllly (,0llSnl11erS will wish to ('011­

liIl\le to buy in sllllll.1lots at most com-enit'l1t points, tllt' anti lability 
of tobacco products m more low-cost types of outlets JlO doubt would 
promote some shifts in pUl'chnst's. This is a part oJ [t largel' problem 
of en('onragin~ such retail outlets in tht', salt' of food pl'odncts, as 
11'eatt'c1 in another report to be issued by this BllI'enu. 

ll\1PonT,\~CE OP UEDUCTIONS Ij\;' COSTS 

..\.In.rgins for wholesaling and l'{'in iling tol)ltcC'u products in 193!) 
avern.ged about 22.7 percent of the l't'tail price and about twice as 
much as the l'etUl')lS to growers in tht' United States for the Jeaf 
tobacco used in their manufacture. netailt'rs' Illargins alone lLvemgec1 
abont one-sixth of the retail price nnd about one a11C1 one-half times 
the l'ctllrn to farl1l(,l'l{ in this counU'y for the leaf tobacco used. A 
rec1udion of 10 percent, for e.xample, in wholesalers and retailers' 
margins ('ombined would amount to about as much as a. reduction of 
2.3 pel'('ent in retail pr.ices and3.G percent in l11an!lfactul'er~' margins, 
or to about 19.4 percent of the returns to growers mOle Umtecl States 
for the leaf tobacco used. A reduction of 10 Pel'Ct'ut in retailers' 
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margins !110lie would about equal a reduction of almost 2 percent of 
retail prices and about 3 percent of lll!1llUfacturers' margins, or about 
16 percent of the returns to growers in the United States for the leaf 
tobacco used. This merely mdicates that even small percentage re­
ductions in retail margins could IU1Ve a considerable effect on returns 
to growers. 

SUMMARY AND CONCLUSIONS 
Price-control programs carried on during the war and prospective 

readj llstments to peacetime conditions emphasize along standing need 
for more information 011 marketing margins and marketing cos~s 
reglll'ding tobacco and tobacco products. Consequently data have been 
assembled on m!1rgills or costs 1'01' 111t1king the varlOUS conversions 
and for rendering the variolls services incident to taking leaf 
tobacco from farms and· delivering the iinished product to ultimute 
consumers. 

Estimates, uased 011 ofiicial and other dat!t and on other informa­
tion, have been made to show the average distribution of the C011­

sumer's dollar paid for tobacco products in 1939, the last "normal" 
prewar year. Data on margins for the various agencies and services 
!1vailable 1'01' this purpose n,re not complete and in some instances are 
not strictly comparable. Therefore, some liberties were taken in 
approximating margins on the basis of this material. Furthermore, 
the estimated margins were adjusted to approximate the farm-to­
retail I)l'ice spreads calculated by thc BllreUll 0 f Agricultural 
Economics. . 

The results show that the margins or costs of making the various 
conversions and of rendering the various services incident to taking 
lerd-tobacco from farms and delivering the tobacco products to con­
sumers along with Federal and State excise taxes were so great that 
in 1939 l:eturns to growers for the .American tobacco used averaged 
only about one-eighth of the consumer's dollar paid for the finished 
goods. The proportion of the consumer's clollar paid for tobacco 
products that goes to farmers for the American tobacco usually 
varies directly with changes in £11l'l11 prices of tobacco. 

Marketing and mn.nufacturing margins usually cover costs of 
rendering such services as assembling, selling,' storing, financing, 
manufacturing, transporting, wholesaling, and rctailing. These 
services are rendered by a number of agencies. Estimates of the 
average distribution of the consumers' dollar for all tobn.cco products 
combined show that in 1939, n.bout 11.6 percent went to growers for 
American tobacco, 3.6 percent for tobacco imported, 1.2 percent to 
wholesalers of leaf tobacco, 25.2 percent to manufacturers, 36 per­
cent for Federal and Stn.te excise taxes, 4 percent to wholesalers of 
tobacco products, and1S.'.!: percent to retailers. 

The margins for the various conversions and services were broken 
down to show the relative importance of the cost items included. 
The grouping of these items varied considerably from one agency 
to another and SOme liberties were taken in estimating and combining 
the cost items. The results indicate that Federal and State excise 
taxes accounted for n.bout 36 percent of the retail pdce for all tobacco 
products combined; salaries and wages, 17.S percent; advertising, 
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·.1:.2 percent; operating profits for all agencies, except farmers, 10.3 
percent; and aU other expenses of manufacturing and distributing 
the prodncts averaged about 16.5 percent. 

• 

These ebb on margins or costs for the various agencies, along with 
other information, were used as It basis for indicating the menns by 
which and the extent to which it might be feasible to reduce these 
margins 01' costs and the relative importance of such reductions. The 
means suggested for making these reductions apply to specific 
agencies, functions, or items and, in a number of instances, possi­
bilities for bringing about considerable reductions are indicated. It 
was pointed out, for example, that if substantial reductions were 
made bl Federal ilnd State excise taxes on tobacco products, in net 
operating profits of manufacturers, and in costs of aclYel'tising, the 
farm-to-l'etail price spread for tobacco products might be reduced 
considerably. These three items accounted, on the [n'el'age, for about 
half of the retail price in 1£130, and were more than .{- til1lt's as great 
as the returns to growers in the United Rtates fol' the leaf tobacco 
used. A number of means were indicated for reducing margins for 
wholesalers and retailers. A reduction of 10 percent'in their com­
bined margin would amount to more than a decrease of 2 percent in 
the retail price anel to almost as much as an increm;e of 20 percent 
in returns to growers for the Ameriran tolmcco used. TIut it is not 
known to what extent such reductionR in margins wonld be' reflecteCl 
in lower priceR to consumers of the fin ish('c1 products, on the one hand, 
nn<1in higher prices to ~J rowers of leal: tobac('o. on the other. 

Data slwwing distribution of the consumer's clollar paid for tobacco 
products ml\Y serve as a basis for indicating the relative importance 
of bringing about illC'reased efficiency and l'P{luctions in margins or 
costs for the various agencieR and functiolls inyolwd. According 
to these elata, margins for marketing leaf t obaeeo in H1)3!) amounted 
to les!'> than 1 percent of the consumer's (lollal·. ::\fannfacturel's' mar~ 
gins amounted to about one-folll'tl1; Federal and Ablte excise tllxes, 
:m perrent; anel wholesalers' lmel l'l'tailers' margins combined 
amounted to more than one-fifth of the retail value of the finished 
products. A rl'duC'tiOl1 of 10 percent in Federal and State excise 
tn,xes, for example, would lUllount to mor(' than one-fourth of the 
returns to gl'Owel'S for the American toba('('o lIsNl. .A similar reduc­
tion in margillS -for manufacturers, wholesalers. and Tetailers would 
fll110tmt to Jl10rl' t.h!m one-thin1 of the retul'l1s to growers and to almost 
Ii pl'rccnt of the costs of the finished products to commmers . 

• 

. \ ltllOugh (liITerences in the size o-r the mnrgins for the yal'ions 
agel1C'irs and -fnnctions al'c important considel\ations. they ))lilY not 
I·pflect accuratel~' the relatiyc opportunities for making sasings in 
costs I'hat can be, pa8s('(1 hack to ,!!'rowel'S or on to consumers. But 
(lata "')1i('h show the rlistrihution of the consumer's dollar for tobacco 
products mny be lIsrd to ~ood advantage in apportim1ing the cfforts 
to increase efficiency and to reduce costs on the basis of the relntive 
importmwe of the ligencies or funetions il1volyed. Data on thr items 
included in t11(1 lrU\rgins -fOJ' the various agencies may 1'e1'\'e ns a 
basis for clealing with t11e problems of increasing the efficiency and 
reducing the margins or costs of these agencies. . 
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