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Department of Agricultural Economics Purdue University, Lafayette, Indiana. 

July 1957 

PROFITS 
From Your Income Tax Statement 

by Prof. Eric C. Oesterle 

Editors note -
.At a recent Food Retailer Clinic at Purdue the independent food store managers were 

asked to state. their outstanding problem. Eight out.of ten. named the lack of detailed 
operating data for use as ,a basis to evaluat.e their individual operations. 

As a result of this request, Purdue University research personnel carried out a de­
tailed study of one hundred Indiana independent food store operations. This sample in­
cluded ·stores from the small neighborhood grocer to the.large super market. Information 

.. from this study is now available and. includes the following data, classified according to 
size of store: 

••• net profits 
••• departmental sale,s; gross margins 
••• expenses 
••• departmental labor costs and utilization 
••• allocation of floor space by department 
••• assets and liabilities 

Findings will be summarized in this and subsequent issues of the Ptlrdue Retailer. Addi­
tional information regarding these topics can be obtained by "Writing to tne retailer ex• 
tension specialists George.Baker,'Lee ott, or myself, Eric Oestf!rl.e at ifhe Department of 
Agricultural Economics, Purdue University. · 

This is one of several research projects in the area of food retailing now in pro­
gress· at Purdue. Other studies involve labor costs and utilization in .foqd stores,. store 
record analysis of four Indiana super markets, andmeat pricing methods~ the effect of· 
feature advertising on the movement of other meat items •. Resear.eh studies such as these· 
provide subject matter for the many schools, clini.cs, and pub+ications for food retailers 
in Indiana. 

' Cooperath·e Exten•lon Work In Agrleulture and Home Eeoao...a.,.. 
State of Indiana, Purdue UnlTer•lt:r 

and tile United State• Department or Atr'1eulture ·coop~ratlas 
H. J. Reed, Dlreetor, L1lfayette, Indiana 

l•aaed In Fartlaera,.ee of the Aefll of May 8 and June :JC), 1914 
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Simple Adjustments Necessary by the Retailer 

Before going further, it must be pointed 
out that you must make a few sil;nple adjust­
ments in your own records, if .the Purdue 
figures are to serve as a meaningful basis 
for comparison.· There are· many different 
ways of keeping food store records. Hence, 
research personnel had to establish a 
n standard0 and adjust all sample store 
records to this standard. There are four 
basic differences in most records: differ­
ences which must be adjusted-for comparative 
purposes. 

1- Rent 
If you own your land and buildings, 

estimate the rental value. Convert this 
dollar rental to a percentage of total 
weekly store sales. Deduct this percent-­
age from your net profit percentage; add 
to total expenses. If you are rent~ng al­
ready, such an adjustment is not· necessary. 

2- Owner Operators Salary 
Pay yourself a salaryi That is a 

tough one. Purdue, for simplification, 
merely added 10 percent to the wage of the 
highest paid employee in the store. After 
all, as a manager, you are certainly worth 
more than your top man. So if your butcher 

· makes $100 a week,, pay' yoU.rself a salary of 
$110 per week. Convert this dollar salary 
to a percentage of total weekly sales, 
deduct it from net profit; add it in your 
expenses. 

3- Employee Wages 
To be realistic about your costs, you 

should alsO estimate a salary for your 
family help who receive no regular weekly 
.wage •. Here'aga.in, awage comparable to 
that needed·to replace your wife or son, 
for example, with hired personnel, should 
be included in your wage expense and de­
ducted from net profit. 

4- Cost.of Sales 
Cost of sales in Table 1, includes 

the cost of delivery or . freight. It is 
·really the cost of merchandise delivered. 
to the storeX For those of you who are 
members of buying plans such as IGA or 
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For /11di111t1 Food Store Opert1tors· 

. Department of Agricultural Economics. Purdue University, Lafayette,. Indiana. 

August-Septe~ber, 1957 

Let's Take. a· Look· ·At Departmental. 
' ' 

Sales and Gross· Margin* 

Departmental.sales and· gross margins 
ate two ot the most valuable measures a-· 
vailable to rood store management in ap­
praising the pertorm&n~e of today's food 
store. In the July issue~we saw that to­
tal sales and·total gross margin figures 
present a rather dramatic picture· of 
over~ll ~tore operations. But depart-

! mental data .detail and. disclose the tacts. 
behind the scenes. In this res~ct,,they 

·are a keener tool of rood store analysis 

*(EDITORS NOTE ' ' I 

by 
Eric C. Oesterle 
Retailing Marketing Specialist 

than total sales ·and total gross margin 
data. 

· ~ let's ~ Jl closer l:'ook il de­
bartmental sales !ns! gro1s marrlns I But 
before we can do this; we·-must know ·what 

· . we are talking about •. There .are no such 
· standards for items included in food 

· store· departments such as 12 inches . in a 
/ foot or 3 feet in a yard. 

This is the second article in a series reporting results of a recent PUrdue study ~f Indiana 
independent food store operations• Detailed in.come sta-eements and balance sheets were taken 
from 86 stores and broken down ··into the following weekly sales volume clas'S:i,J"ica·tion groups: 
Group I, $0-2,999;,,Group--II, $.3 1 000-4,999,; Group IJI, $5,000-9,999; Group IV $10,000-19,999; 
and Group V, $20,000 and' over. · . · . . , · · ; · . , 

I 
' ' 

.. Detailed departmentalized sales, 1and gross margin data· were taken. for the' three .major depart­
ments (grocery, meats .and pro,duce). In addition, dairy and frozen ,f9od data were separated, 
from the grocery. data~ ma.king· pqssible a five-department breakdown of grc;>cery, meats, pro-
duce, frozen roods, and daiey. " ·· .· · · · · · · 

Ce.rtain adjustments in the ·departmental data and eJt:penses were made to make 
comparable and meaningful. 

c' 

the f ind:ings 

Jn addition to the ,financial ~fonaation, physical ·layout and labor data were also collected, 
making it possible' to ~port-by department such indices as sales,, per linear foot and sales· · 
per manhour.) ·. 

Cooperative Extension Work in Agric~ltu;e and HometEconomics, 
· · . State of Indiana, Putdue University 

and the,United Sta,tes Departµient of Agriculture Coo~.llrating. · / 
E. L. Butz, Director, Lafayette, Indiana. 

Issued in furtherance of the Acts of May 8 and Jun~ 30, 1914.' 

.-

( 
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·three depa.rtmental data (grocery,.meat, 
produce) adequate., However, the more de­
tailed analysis summarized in the Purdue 
study prc;vides dat.a for you to spot check 
on the performance of either·. the frozen 
food or dairy departments. · 

SIZE OF STORE DOES AFFECT GROSS Mf\R!}INS 
AND SALES PERCENTAGES 

Average departmental sales and gross 
rnargi:Q. data arE') not the best yardsticks,, 1 

.Stores in the five different sales volume 
classificatJ.ons· exhibited pronounced di.ff­
erences in their departmental sales break­
down and gross margin percentages o 

' , 
Table 2 SALES BREAKDOWN BY FIVJil.J2ERARTME ......... ..,.N"""TS......., ____________ ___. _ __,._ 

Qr.2.lJlt,_.___ I 
Average $0 
Weekly 
Sales 2,999 

II .~-·~~~rr_I_·~--~~rv-.·~~~~---~__.v.__ __ ~~~~~~~~__,----
$3,000 $5,ooo $10,00~ $zo,ooo 

and 
4,999 9,999 '19,999 Over 

A-ll"erage of 
All 

Groups 
Y2~'YW~&.~----~----~~--~~-~~~-·~,_..--~~~-------~~~~~~~~---.·-----_,.---

)Number of 
·~""'6 ____ _,2"""3,,,_ ___ ,_ 2'L . _ 

. (Percentage 
'Grocery 49"7 52"'7 5~;,,3 
Meat 25$8 26 .. 6 25"8 
Produce 9w2 7e3 9@0 
Frozen Food 2~2 2 .. 5 2.,6 
Dairy ~l.. · ~ _l,,0 .. 3 

Total lOOGO 100.0 100~0 

As size of store increased the 
percentage. of saless 

11+ ___ ..:;:l:;,:O..._. __ _.... _______ _ 

of Sales) --.- / 
52 .. 6 
26 .. 7 
8 .. 1 
3 .. 3 

-"'~~ ioo .. o 

55.0 
24.,0 

9.,1 
3 .. 1 

JL.8' 
100.oO 

52.,5 
2508 
s .. 5 
2.,7 

lOoL 
lOOoO 

INCREASED.SLIGHTLY FOR THE FROZEN FOOD 
DEPARTMENT . 

' INCREASED FOR THE GROc:ERY DEP~TM!ll...NI 
La.rge stores usually have more dis­
play space in which to merchandise 
a wide assortment of frozen foods .. Largest stores averaged 55 cents 

out of.every dollar of sales in the 
grocery dep;.:irtment $ smr:Ul stores 

· averaged approximately 50 cents o 
This wide difference is probably due 
in part to the large amounts of norr 
food' items carried by the supermar­
kets and.included in the grocery 
sales. 

REMAINED F AIRI .. Y CONSTANT FOR 'I'HE MEAT 
DEPARTMENT 

REMAINED FAIRLY CONSTAN'I' FOR THE PRO= 
DUCE DEPARTMEll 

DECREASED FOR THE DAIRY DEPARTMENT 
Studies indicate that small stores 
do a sizable business in fresh milk 
which accounts for the bulk of' sales 
5m the d{rlry department. Superma.r'."" 
ket customers.purchased milk t90, but 
as part of a rather complete food 
order.. Consequently; dairy sales 
were a smaller perti.oncof total store 
saleso 



.. . ' 
For~pcirpoaes of analysis, three depart- · 

mental data is usually adequate., Table 4 and 
table 5 contain a sales breakdown and 
gross margins for the t.hree major de­
partments • 

..,Ta=b=l..-e_.#+..,.· __ .§...AµS BREAKDOWN BY THE THREE MAJOR DEPARTMENTS 

.Qroup Number 
I II. III IV v· Average of all 

Grouns 
Weekly· 
Sales 
Volume 

0 3,000 5,000. 10,000 20,000 

2,999 4.999 9,999 19.999 Over 

GROCERY 65o0 66.l 65.2 65.2 66.,9 65,,7 

MEAT 25.,,8 26.6 2508 26.,7 24 .. 0 2508 

PRODUCE 9.,2 7.3 9 .. 0 Sol 9 .. 1 s.5 
--...--

' ,.. .. ,TOTAL 100.,0 100.tO 100 .. 0 100.0 lOOoO 100.0 

_..,_._...q., ___ 

Table 2 GROSS MARGINS BY THEF:.ID. MAJOR DEPARTMENTS 
I II III 

GroumNumber --· weekly 0 3,000 5,000 
Sales 
Volume 2s229 4,999 9,999 

GROCERY 13.6 13 .. 6 12 .. 0 

MEAT 1803 16.,7 19 .. 4 

PRODUCE 20 .. 7 21.,2 20 .. 5 

TOTAL 15o5 1409 14.,6 

However, as you will realize, depart­
mental gr()SS margins and sales go hand 
in hand.. A.nd by relati.ng the two, you. 
ca,n quickly determine the contribution 
of one particular department to total 
gross profit., 

IV .v Average of all 
Groups 

10,000 20,000 

19,999 Over 

12.6 11.8 12 .. 7 

20 .. 2 20 .. 6 19 .. 0 

22.7 27 .,4 22 .. 4 

·-
15,,4 15.2 15 .. l 

This is especially important in 
evs.lua.tittg various pricing policies 
in which one department is used as the 
price leader and supported by the 
other departments. 
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Looking at the other side of the coin, 
it would be necessary to inl:rease meat 
gross margins approximately ~wice as much 
as grocery gross margins for 'the. same· ef­
fect. 

In: swnmary, the larger the department­
al, sales volume, the greater the effect on 
.:r~al gross margin o..,r a small change in de­

. /;;/partmental gross mar~ins. 

SUMMARY 

Departmentalized data as to sales and 
gross margins offer the progressive re­
tailer a multitude of detailed information 
regarding the operation of his business. 
Simple analysis of facts pick out the 
strong and weak points of his' ·operation. 

Purdue research data indicated that 
the internal operations of a business 
changed as its sales volume increased~ 
Most noticeable was the change :i.f1 pricing 
policy. Larger stores had a higher gross 

-7-

margin i_n the perishable departments 
and lower ones in the:ir grocert depart­
ments than did smaller stores. 

In comparing your store with the 
~ Purdue data, it is entirely possible 
· that your total sales and gross : mar­
gins might be in line, but that your de­
partmental sales and gross margin balance . 
are different. This is most likely to 
happen when the grocery gross margin is 
higher than reflected in the Purdue data. 

However, \he pronounced trend on the 
Indiana grocerjl front seems to be toward 
a balance involying low grocery gross mar­
gins offset by higher gross margins in 
the produce and;' meat dePFt-rtments. A 
store with an old-fashioned departmental 
gross margin balance might find itself in 
serious trouble if confronted with com~ 
petition whose advertising and pricing 
policy emphasizes low prices in the 
grocery department. · 

Four District Meetings,To Be Held This Fall 

. For the past five years, Purdue has 
held a Food Retail.er Clinic on the Purdue 
campus in the Spring. This Clinic has 
bee,n a two day affair presenting talks' 
d=' ? .. n .. s. trations, and diacuasi.ons which a 
p . ng committee of retailers 1 whole• 
sa ,f':'A, and packers throughout, the sta~e 
hai'{~ 'uggested. Due to the success of 
thi!.~ .Glinic, it was suggested _that District. 
Mee:tlAt}.gs be held in the four corners of the 
sta'~ to .further acquaint the trade wtth 
the~~- services .. 

' 

As the Jndiana Grocers and Meat 
Dealers Association has worked closely 
with Purdue in providing information and 
services. for the retail food trade, they 
once again have joined forces with your 
University to present this series of pro­
grams. It is only through the coopera­
tive spiri~ of the Universityj the As­
soci;!l.t\on, your wholesalers, your pack4'rs, 
and your other suppliers that make such 
program~ possible. 

. .nm m nm AND E1A.Q.E . .9l m MEETING NEAREST YOU' CHJtiCK THE ANNOUNCF.MENT .QI .m.. 
mI~e , ' . · •. 

\ '. ' . 
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WATCH THAT LABOR EXPENSEt 

Over 60 percent of the so called 
cost.of doing business in food stores 
can be attributed to wage and salill'Y ex­
pense alone_. It is here that manageJl].ent 
can.often tighten up with the results be­
ing shown in increased net profit. 

. True,-~ny of your expenses fall in­
to the: so called iifixedvr. category. Acc­
ountants speak of fixed . expenses . as those. 

.costs.inctirred ·before ·you open up your_ 
doors to do business.· Rent, depreciation, 
utilities, \insur~nce, and a part of wages 
are examples of fixed expenses. Once you 
have decided on a location for your bus­
iness, or purchased that new dairy casej 
rental and.depreciation .costs. stick with 

·you for a long time• . Such . big . ·expend­
itures require careful-consiQ.eration be­
fore the final decision to ·buy·is reached. 

,A little pencil pushing ahead of .time to 
compare these long.range costs with ,op-

_ era.ting data of stores,of similar size·is 
well justifiedo 

.. / 

On the other· hand, there are other· 
expen:aes such as advertising:, supplies, 
a'.nd the major part of wage costs .· yvhich 
require more. . frequent decisions on th~ 

· part of · management. . These current ex­
.;penses, for the most part, v'ary'from one 
business to another. ·And this variation '( 
can usuallf be.trEJ,ced to the store man- , 
ager and his ability to keep_tabs on his 

·operation. You'°'-might wel~ argue ;!;hat 
there certainly is ~ome element of 11fixi1 

in each of these so called •~variableH 
expenses. And right you are.- ~, 'in 
each of these costs there -is .:alsp an 

'-· 

by Eric Co Oesterle 
· ( · · R!?tail ·Marketing Specialist 

element of aghlieii •. It is for this rea­
son that we examine variable ' expenses . 
,closely. .rt is here that management can 

, ' . . . . I 
often put the. squeeze on costs. . .· 

. ~ Take wages . and. ' salaries; your big-
gest expense item .. A portion of this eX-. 
pense is def::i,nifely ·fixed.. .F·or ·example, , 
we certainly need a basic crew to get the 
stock o:h .. the shelves. and the meat. ready 
for the display case befco~e we open up our 
doors. The major part ·of. the labor 'bill, 
:bowev~r' can be controlled Py management •. 

. Purdue studies· have shown that stores ~with 
·.the lowest net profits paid a~prO?CimateJ:y· 

7 cents out of every sales dollar .for la­
bor. Stores ·with ·. the highest net prQ:fit. · 
paid 6 cents. · . · · 

I 

. Total wage expense. as a percent . of .. 
total sales, li:k:e total· sales.or.gross·ma.r.:... 
gin ratios, ·becomes more -meaningful if bro"'­
ken do'wn · on a departmental· basis 0 . Suc.h re­
finement -often reveals ·.th~ source· of high · .. 
labor expenses·., For this ·reason.; .th:i:a art­
iple will ·concentrate on departmental wage 
and.salary ~pense. 

r I 

Tl:le-. July 9 57 issue of the Food R~ 
tailer detailed food. ·store expens.es . by five 
sales volume classifications.. This article 
urged you to· compare your .. _ income statement · 
with incom~, statfurients front 87 food st'ores 

· assembled in .a Purdue research study0 Such 
comparison uncovers th~ strength lari<:l weak­
n~·ss in an operation.. Alert manage,tD.~rit can 
there by . capitalize on, 'their sti-ohg !Joints 
and. seek' to .)correct 'the we~ points.. ' 

Cooperative Extensic;n Work in Agriculture and Home Economics, 
·. -· • . State of Indiana. Purdue University · . 

f.) I. 

and ihe United States Depart~ent of- Agriculture Cooperating . 
.,.. · , E. L. Butz, Dir.ector, Lafayette, Indiana . 

. Issued)n fllrtherance.of th~ Acts of M~y 8 and, Jun.e ~0, 1914. · 
l ' ' 

\, 
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Labor data is reported for the three 
major departments: grocery, meat, and pro­
duceo Departmental wage ratios are expressed 
as a percentage of departmental sales; check­
out and management expenses are expressed as 
a percentage of total saleso 

On the average, Indiana retailers spent 
about 2o7 cents out of every grocery sales 
dollar, 10 cents out of every meat sales dol­
lar, and 11 cents outof every produce sales 
dollar for, labor. The checkout crew was paid 
106 cents out of every total sales dollar and 
managerial costs averaged .8 cents out of ev­
, ery dollar of sales. You will note that var-
iation in departmental wage ratios was rela­
tively small with the exception'of small 
stores whose total sales volume averaged less 
than ~~3 ~ 000 weekly o Both meat department 

and checkout wage percentages were high 
. for this group of stores as compared to 
the other four groups. Apparently, the 
sales volume of the small markets was 
not high enough to justify the services 
of a full' time butcher. And the high 
wage' percentage in the checkout for a 
small store further illustrates that the 
fixed element in the cost of labor in 
small stores is highi 

Departmental wage data as a percen­
tage of departmental rather than total 
sales, is a very useful tool for examin­
ing gross marginso LetVs take the av­
erage departmental gross margins as re­
flected by the Purdue study and deduct 
from these margins the respective de­
partmental labor costso 

Total 
Gross margin ••••••••• 15.l 
Labor expense •••.• o. o. ~ 

Grocery Meat Produce 

Margin to cover 
Net profit and 
other expenses 

Such a calculation indicates that much 
of the variation between gross margins can be 
explained by the labor costs for the various 
departments. No attempt will be made to break 
down other expenses by departments. However, 
a meat department showing a 14 percent gross 
and a 10 percent labor expense points up trou­
ble. Four percent is hardly enough to cover 
depreciation costs on refrigerated displays, 
coolers, meat saws, etc. let alone the elec­
tricity to make this equipment run. 

Many of you are interested ina more 
thorough analysis of your labor dollars and 
hours and are calculating ratios such as wage 
cost per hour, and sales per man hour. Refined 
data such as this point up the trouble area in 
a high departmental wage percentage. Either 
labor productivity on an hourly basis is too 
low -- or wages paid are too high. Wage cost 
per hour and sales per man-hour tell the some­
times bitter truth. 

Operating data from the Purdue study 

12.7 19.0 22.4 
2.7 10.0 11.l 

10.0 9.0 

spells out these ratios on a departmental 
basis. The following paragraphs will me­
rely illustrate the calculation of wage 
ratios. Later articles will illustrate 
the application of such information to 
actual case study stores. Standard data 
for comparative purposes is available 
for comparison (Table 2 on page 4 of this 
issue.) Again, how do you compare? 

WAGE COST PER HOUR 

Wages · 
Hours = Wage Cost per Hour 

Wage cost per hour tells how much your 
help (total or departmental) costs on 
an hourly basis. Remember the old say­
ing - 11ThereVs nothing so expensive as 
cheap helpin It is interesting to note 
that the average cost perhour as report­
ed by the Purdue study (Table 2) increas­
ed as size of store increased. In other 
words, larger stores paid higher wages 
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Know Your, 

If your banker asked to see a balance 
·sheet' for your business coulp. you show him. 
one? If so, you're the exception rather 
than the rule 1 A recent Purdue study of 
store records from 100 Indiana food stores 
disclosed that less than one third gf these 
firms had prepared balance sheets. 

Most of you rely mainly on your·Profit 
and Loss St.atement for the .facts of life re­
garding your business. Yet ari accountant 
or business analysist wouldn 1 t think of 
evaluating an operation without both a pro­
fit and loss and a ba1ance sheet~his 
disposal.. 

A balance.sheet provides much vital 
information. 1Basically, such'a statement 
states how well you have managed the money 
you have invested in your business.;· That's 
why~ banker or lending agency requires a· 
balance sheet when you apply for a substan- . 
tial loan. .Although your profit and loss 
statement reflects the day to day internal 
operation .of ·your bus~n~ss, you'll need that 
balance sheet .. to evaluate its financial as­
pects and plan for future gr0wth •. 

What is a balance sheet? The term 
defines itself. It is a statement of bala­
nce between the assets and liabilities of 
a bU:s.iness. Or more simply stated, a bal­
ance sheet lines up what a btisiness 2!fil§. 

. ! 

Balance Sheet 
by: Lee Ott and Eric C. Oesterle 

Retail·MarketingSpecialist 

(cash, inventory, equipment) against what a 
business ~ (accounts payable, notes pay- . 
able, mortgage payable, investment of owner) •. 
Remember we are discussing a balance sheet 

· of a business •. And a business, as such, is 
liable not only to banks and wholesalers, 
whose capital is invblved, but you the owner 
who have invested your capital in this enter­
prize. On a balance sheet ownership capital 
is called net worth. / 

Examine the basic form of such a state• 
ment (figUI'e 1). Each side of the sheet de­
picts the total dollars in the business from 
two different angles.. The liability and net 
worth. section shows how much of the money 
invested is borrowed and how much belongs .to 
the owner. The asset section shows how this 
capital is used in the operation of the busi-

. ness. Since each dollar ma.de available thr­
ough liabilities, and net worth is used simu- · 
ltaneously as an asset, both sides must al-
-ways be equal or in 11balance 11 • · 

For example S\J.ppose you borrow. $100 from 
the bank for ninety days. This will increase 
·the cash account on the asset .side by $100. 
At the same· time notes payai;le on the liabi­
lity side will increase by $100. When the 
note is pa.id off, both the cash and.notes pay­
able accounts will be decreased by $100. ·Thus, 
the balance is automatically maintained at 
all times. · 

Cooperative Extension Work in Agriculture and Home Economics, State of 
Indiana, Purdue University, and the United States Department of Agricuiture 
Cooperating, E. L. Butz, Director; Lafayette, Indiana. Issu~ in furtherance of the 
Acts of May 8 and June ,30, 1914, · · · . · · · 



Table 1. Balance Sheets 2 86 Indiana Retail Food Stores 1 bl Sales Volume.** 

GROUP I II III IV v Your Store 
Average Weekly -
Sales Volume 320-2.222 $J2000-4,t999 $52000-92999 $10 2000-192999 $20 2000 and over ,_ 
Number of 
Food Stores 16 23 23 14 10 I 

--,'' 

Avg. % Avg. % Avg. % Avg. % Avg. % 
Assets 

Cash $ 1;570 ll $ 4 045 . , 15 $ 5,089 13 $10,930 17. $ 22,793 16 
Accounts 

receivable 1,637 11 1,688 6 1,443 4 2;469 4 5,909 4 
Inventory ~.'.lits .J.2· 2a2:Z'.Z .2.!t 1~ 1 217 ~ 21 1609 2lt. ~61126. .B. 
Total current 
assets $$,956 61 $15,010 55 $20,449 53 $.35,008 -55 . $ 74,838 52 

Fixed Assets 5,649 39 11,931 44 .., 17,216 45 27,733 43 67,880 46 

Other Assets 28 0 ll2 ~ 719 .2 1,377 ~ 2,893 ~.· -
Total Assets $14,633 100 $27,053 100 i38.384 100 fi6't·ll8 100 $J.45.6ll 100 ===-

Liabilities 
Accounts 

payable 1,135 8 $ 1,788 7 $ 2/ll7 7 $ 8,005 12 $ 28,273 20 
Other current 
liabilities 549 4 903 3 2,601 7 6,893 ll U.,836 io 

Total current 
liabilities $ l,684 l2 $.2,691 10 $ 5,318 14 $14,898 23 $ 43,109 30 

Fixed 
liabilities 646 _Ji ~ 2,242 8 5.669 12. 7.746 12 16,300 Jd 

Total 
liabilities $ 2,330 16 $4,940 18 $10,987 29 $22,644 35 $ 59,410 41 

Net Worth _:J-21]02 mt 22,113 82 27,397 1l 41.474 .22. 86,201 2l 

Total Liabili-
ties and net 
worth i~162J .100 i2:z.053 lQQ ·~8128l:t: 1~00, i6!t1ll8 100 $li.2 1611 !QQ• .....__ 

~H~Source: 1955 Purdue Record Study. 
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Guides· to Better Layout 
by EricC~ Oesterle 

of your business as to its performance 
doll.arwise-torms the basis of any long 
range decision. 

Going to build a new market? Or are 
you considering remodeling the one you're 
operating now? How _about your fixtures and 
equipment? Have you sufficient shelf area 
for those groceries; adequate space for 
frozen foods, dai.i-y, produce or meats? 

Decisions like these can involve·large 
amol,lllts of money. Once. ;rou •ve signed the . 
cont;t"act, you•ve committed yolirselt and your 
business to a cost which will stay with you 
for quite aWhile.- So time spent gathering 
the facts, talking to your accountant, con­
sulting equipment dealers, and just pushing 
a pencil might chart the course of profit­
able future business., 

Let's turn, however, to the physical 
side of.the. picture-the square feetof ·sel-. 
ling area, the linear feet of equipment ne­
cessary to produce the sales and the profits. · 

Purdue's jobcis to help provide zou 
with the facts. Recent articles in the 
Retailer have mde j,nf'ormation available 
regarding store( operations in terms of de­
partmental sales, gross margins; and expen­
ses. A thorough understanding and appraisal 

Take. for example~ the situation of an 
operator who is considering bui.1ding'at a 
n~w location. His goal-$12,000 sales per 
week. How large.a store, in terms of square 
feet, should be blli.J.t? Purdue studies (Table 
1) indicate that firms producing $10,000_to 
$20,000 sales per week average about $2.40 
sales for every square foe>t of.total store 
area~ A quick calculation 
' {anticipated. sales - 12,000) · 
(sales per square foot - 2 •. 40 ) 
and you've got a figure ot 51 000 - the·square 
footage that will handle $12,000 sales per · 
week. · 

Table l. 

Group. 

I 
II 
III 
IV. 
v 

Weekly Sales per Square Foot of Total Store.Area, 86 Indiana Ret~il 1· Food 
Stores, by Sales Volume, 1955. . 
Average' W'eekly" · · ·Total Store Area. 
Sales Volume · Avg. Range .. 

$ . 0-2,999 
. $ 3,000-4,999 
$ 5,000-9,999 

~- i10 ,000-12, 222 . 
$20,000 and over 

Square feet 
1857 1140~2697 
2363 1632--3577 
3743 2310-5260 
5402 . 3487-7130 
9761 8490-11543 

Sales· 

$ Square teet 
$1.30 $1.06-1.80 
$1. 71 $1.02...;2.41.· 
$1;.86 $Ll6-2.88. 
$2.39 $1.29-3.76 
$3.30 $2. 50..:4.45 .. 

Cooperative Exteµsion Work in Agriculture and Honie Economics, 
· State of Indiana, Purdue University . · 

and the United States Department of Agriculture Cooperating. 
. ·E. L. Butz, Director, Lafayette, Indiana. . · 
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Table 3. Utilization of Square Feet of Total Selling Area, 86 Indiana R,etail Food Stores, Sales Volume, 1955. 

Grou:e I II III IV· v 
Average Weekly '\ 

Sales Volume $0-22999 $32000-42999 $51000-92999 $10 2000-19 2999 $202000 and over r 
Number of 
FoodSt6res 16 23 23 ·,~ 10 

Square Per Square Per Square Per ,Square Per Square Per 
feet Cent feet Cent feet Cent f'eet Cent feet Cent 

Use 

Display 
45.3' 41.6 equipment 565 ·771 47.7 1077 1546 40.s 2494 37.9 

Aisles 681 54.7 846 52.3 1510 2s.4 2245· 59.2 4095 62.1 . 
Selling Area 1246 100.0 1671 100.0 2587 100.0 3791 100.0 6589 100.0 

Table 4. Linear Feet of Departmental Floor Space, 86 Indiana Food Stores, by Sales Volume, 1955. 

Weekly Sales 
$5 2000-9~999 $102000-19z999 

4.verage. 
Volume $0-22999 $3 2000-4p999 $202000 and over Percent 

Feet Percent Feet · . ercent Feet ercent Feet Percent Feet Percent 

Grocery. 181 76~1 238 76.5 325 76.3 442. '74.9 625 73.8 75.5 
Meat 15 6.3 22 7.1 28 6.6 40 6.8 65 7.7 6.9 
·Produce 22 9.2 26 8.4 38 8.9 53 9.0 76 9.0 8.9 
Frozen Foods 9 3.8 10 3.2 14 3.3 28 4.7 41 4.8 4.0 
Dairy 11 4.6 15 4.8 21 4.9 27 4.6 40 4o7 4.7 

Total 238 100.0 311 100 .. 0 426 100.0 590 100.0 847 100.0 100.0 


