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~ UNITED STATES DEPARTVENT OF COMMERCE
BUREAU OF THE CENSUS -~ RETAIL TRADE 1939

NEGRO PROPRIETORSHIP ,
- Number of Employees

Kind of Business Rumber Total Stock on
. of Stores Sales Full Time Part Time Payroll End of X
Grocery Stores ‘
(without fresh - , .
meats.) 5,655 7,934,000 234 179 $110,000 $328,000
Combination Stores - ’ o
(grocery & meats) 2,524 11,454,000 750 304 400,000 563,000
Meat Markets 493 486,000 87 57 54,000 2,000
Dry goods and Gen. h
Merchandise 43 161,000 15 10 10,000 56,000
Variety Stores 40 95,000 8 4 2,000 13,000
Drug Stores with ‘ ‘ ‘
fountains 276 3,084,000 442 126 300,000 557,000
Drug Stores, Other 272 1,386,000 184 94 118,000 246,000
FOOD GROUP 11,038 24,037,000 1,336 824 755,000 961,000
APPAREL GROUP 333 779,000 04 43 68,000 176,000
Table No. 1
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UNITED STATES DEPARTHENT OF COMKERCE
BUREAU OF THE CENSUS -~ RETAIL TRADE 1939
NEGRC PEOPQIETGRSPIP

Eind of Businesg Mississippd xctql ~ Humbar of I gglog~ Total Payroll Stock on Hand -

”“ Number T ees
of Stores Sales Full Time Part Time

Food Group 607 1,004,000 46 40 $18,000 $47 ,000
Grocery Stores 266 s31,000 0 17 . 21 6,000 17,000
(without fresh meat) | D
Combination Stores 101 423,000 16 14 11,000 30,000
(grocery-meats) e
Keat Markets 24 28,000 1 0 0 0
Other Food Stores 16 2,000 o 0 0 0
Cen. Stores and Gen. : ' |
Merchsndise Stores 14 54,000 1 1 1,000 1,000
Drug Stores 13 96,000 16 7 10,000 35,000
Other Retail Stores 20 28,000 5 4 4,000 2,000
Table No. 2
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INTRODUCTION

This stuﬂy repreﬁents a survey of Negra business estab~
lishments located in Tupelo, New Albany, @inona, Clarksdale,
Meridian, Jackson, and Columbus, Mississippi. The primary
purposevquthis;study is an attempt to obtain,informatien
about organ;Zaﬁibn; finance; operation; and the degree of
trained personnel within Negro business establishments. It
is believed that once such information is made available
to these businessmen in Mississippi, they will know how to
pre?are themsélves‘for survival and expansion in a competl-
tive econozﬁy. Such information is intended to aid them in
meking a more favorable standing in the business popula-
tien.based upon successful stores adequately financed and
operated by properly trained business personnel.vaha con-.
tents may also be studied with beneficlal results for ény‘
person who expects to establish and operate a small retail
store in any rural or urban area; because the findings
presented are primary prob;ems“of all'smgllnbusiness units‘

"The last available information shows that the ten
states having the greatest number of retall stores owned
and operated by Negroes Were‘as‘follows: ;Texas; first;
Florida; second Georgia; third;VVirginia; fourth; North
Carolina;ififth; New York; sixth; Louisiana; seVenth; I11i-
nois; elghth; Mississippi; ninth; and Alabama; tenth, But
the ten states showing the largest value of sale during the

1.
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year were: New Xork;vfirst; Texas;4secgnd; Illinois, third;
' tho; fourth;_Virginia; £1fth; Florida§‘sixth;ﬁ?enpsylvania, |
- seventh; Georgia; eighthy Michigan; ninth; and ﬁorth Cgrolina,

tenth. "1 o o | L
| ‘ From this informaticn you can readily see that the Negro
businessmen&pf ﬁia§isgippi,/even‘though they are 1isted‘in
the first ten in terms of numbers of stores operahed; are
not listed in terms of the value of sales yearly; a fact
making it,necessary‘for morefparticipation in the business
affairs of the state; particularly in the ownership of busi-
nesses of every,kind. , | o |

- In this state; we need to improve our economic condi-

tion pertaining ta,the gumher;_classification;,expansiqn
and growth of business now; as well as the earning/power, N
of individuals within the state. The median income for whites
in 1950 was $1, 614, and $601 for Negroes.? Essential infor-
mation upon which apswers’can pravidé means whereby an adequate
foundation in businéss can be 1aid;.iqune of the primary aims
of this thesis. Such information is essential fof econqmiq»w
security for any group or naticn., Obtaining information_upon“
which answers to this questlon can or mey be avallable is also

an important reason for which this study is intended.

1Sudduth Horace Presidenﬁ ‘The Report to the §1st
Annual COnvention of the National Negro Business League, 1952.

21950 Census of Papulation, Volume II, Part 24,
Mississippi P. 39.
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Many successful businesses owned by Negroes were devel-
opeq through trial and error;and without aid; direction or
inspiration. Today a person engaged‘in business "needs a -
sense of authority;-a monument of,knowledge; and a soul well=-
taught.n Our generation of people should forget about the
success of other races and gét-down‘to earth,"3 Mr. Horace
Sudduth in his-Spéech tc‘the‘ﬁznd Annual Convention of ﬁhe
National Regro Business League stated: "We have only to
look at the fecor@s of the-ptogress‘cf,bther minority groups
to'ﬁiscover‘thé struggles Which‘haﬁe-been theirs. They have
reached-their present level of accomplishment through ofgan-
ized effcrt; careful plénning; and  through financial;'per-
senal;»physical; and menta1“33crifices.“4 "It 1s believed by
this writer that the economic position and security of the
Negro must be improved primarily through ownership of busi-
ness organizations; along with an improved sense of civic

responsibility and politiecal participation.

37.F. Bstes, Attorney at Law Speech to the Annual
Mercury Business League Banquet May 20, 1955,

4“udduth Horace, Speech to the 52nd Natianal Negro
Business League, Washington, D. C. _ ,
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| CHAPTER I
FORMS OF BUSINESS ORGANIZATIONS

i,’ ﬁelated ;ypé and Size of Business - Legal Orgahization
- Ineludeﬁ in this study are six drug stores, fourteen B
grocery stores, one dry good store, one bakery, one d4dry
cleaning business, and one cafe, Which is a fair represen~
tation of the populstion according to tables 1 snd 2. All
of these establishments are the single proprietorship form
of business orgenization. This s the most common form of
business Qrgahization for our group within the state which
is tfue for most smail business units. This sample represents
4 per'éaﬁt‘Of'thekfood ‘groups and 7 per cénﬁ”of\thé”drug
stores, based on the population 1in 1939 (see table 2).

The drug stores were brick constructed and most of the
grocery Stores were constructed with lumber. Hany of these
groceryWStOrés wefe COnstruéted on the side of the owner's
home, The}&ry good storé was a part of the owner's home.
This owner also did private sewing for individual customers

in additien to selling readyumade garments,

A. The Numbers and Kinds of Business

Case Numbers Kind gg Business Other Products or Related

| Services
1 'Drug Store Cosmetics
2 ~ Grocery Store Socksi hosiery, and hand~
_ ef

kerch
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The Number and Kinds of Business (Continued)l

Case Numbers Kind of Business Qther Products or Related

e - Services =
3 Grocery Store Pants,‘shirts,fﬁnderwear
T and delivery service
4 Grocery Store Delivery service, gas,
- A - oil and coal
5 ' Dry Cieanér' 'Delivery'$¢rvice’

6 Dry Goods Delivery service, individ-
ual sewing for customers,
ladiesy men & children
clothes, drugs and cosmet-

R ies. | .
Grocery Store Newspapers and Cosmetics
Grocery Store -
9 Grocery Store -

10 Grocery Store .  Meat Market

11 Drug Store Delivery service, toys,

- papers & magazines _

12 Drug Store Cosmetics, candy & hosiery

13 Grocery Store Lunch Service meals, socks

o ‘ and handkerchiefs e

14 Grocery Store Meat markat,'cosmeﬁics‘and

: : o delivery service
157 ~ Grocery Store Thread, cosmetics and

delivery service

1411 data for this thesis, unless otherwise indicated,

were secured by personal interviews with the owners of the ,
businesses, with confidential questionnaires and verified by

actual weekly purchase invoices, sslé records, and/or account=
ing records when they were available. The stores were selected
in the ¢ities because of the geographical location of the cities
studied. Some stores were selected near the central shopping
district and some awsy from the central shopping district, so
that fair representative information could be acquired.



The Number and Kinds of Business (Continued)

Case Numbers

16
17
18
19
20
o1
22
23
24

Kind of Business

Other Products or Related

Drug Store
Drug Store
Bakery
Grocery Store
Grocery Store

Grocery Store

Grocery Store

Cafe

Drug Store

‘ Services.
Delivery service,'greetu
ing cards, notary public
service and cosmetics

Delivery service and cos-

.,metias

Ice cream

Delivery service socks,, 
handkerchiefs and cosmetics

Delivery service,'stock-
ings, handkarchiafs and
cosmeties

Shirts, belts, socks, under-
wear, toys, cosmetics and
newspapers and magazines

N -

Delivery service, soft
drinks, ice cream, maga-
zines and newspapers
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CHAPTER II
METHODS OF FINANCING

According to W, J. Thompson; President of the Thompson
Investment Company of Jackson; ﬁississippi; a real estate
and industrial banking business; the corporate form of busi-
ness is recommended because it would provide means whereby
adequate concentration of capital could be accumulated, which
is now essential for competition. These corporations, espec-
ially financial institutions; could give the necessary finan-
clal aid to properly oiganized establishments within the
state,t o

This observation is generally»true; but the solution is
not as simple as the statement. In order to utilize fully
the advantages of the corporate form of business units; the.
owners must be highly trained in corporste 1aw; finance, and

business administration. Adequate capital, skill asnd earn-

ing capacity must also be substantially increased.

1. Sources of Funds For Beginning Capital

Case | Completely Sources Amount Interest
Numbers  Stocked*

1 No ' Bavings $ 950 -

2 No ' Bavings 800 -

Linterview with W. J. Thompson President of Thompson'
Investment Company, Jackson, Mississippi, April 21, 1956.

*Owner's definition according to the variety of
merchandise carried.



Sources of Funds for Beginning Capital (Continued).
Completely Sources

Case
Numberg

3

N BEES B NN

10

11
12

13

14

15
16

17
18

:19
20
21

Stocked
Yes
No

" No
- No
No

~ No-

Ho

No - Purchased building on credit and paid for
it from the proceeds from the sale of his
farm. Merchandise was stocked on credit.

Yes

o
Yo

No
No
o

Yes

No

No'
No
o

- Loan

Sévings

Relative Loan

- Savings
Savings
Savings

Savings

Amount

'6;000 |
200

100
150
400
300
30

Insurance Loan 4,000

Loan~Friend or
Relatives

No beginning cash - started business

5,000

Interést

6%

8.

No Report

6%

by purchasing on weekly terms.

Savings
Savings

Loan (Did not
report source)

Savings
Savings
Loan(Did not
list source of
loan)

Savings
Savings

- Savings

500
75
3,000
250

No Report

No Report

7;800'
300

-
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Sources of Funds for Beginning Capital (Continued).

- Interest

Case Completely  Sources Amount

Numbers  Stocked -
22 No - Savings - 200 -
23 No Report Savings - 300 e
24 . No. Savings 1'000 -

The average investment in nerehandise for grocery stores

was $1,600 and $3,100 in real property, whereas the average

investment in drug stores was $2,700 for merchandise and $3,500

in real property.

‘The study indicates, upon finding presented

lster, that the original investment for grocery stores was

inadequate for profitable operation.

2. Sources of Funds For Operation

Amount Sugg;ied

Suppliers

Wholesalers

Wholesalers
Fearmers

Wholesalers
Farmers

Wholesalers
No Report
Wholesalers
Manufacturers
Retailers
WholeSalers |

Wholesalers
Farmers

Whoiesalers

Terms

7 days

30 days
Cash

7 days
Cash ‘

Cash

| 30 days
,2/10,n/3Q

7 days

7 days
Cash

7 days

100%

97%
3%

95%
5%

100%
No Report

75%
15%
103

100%

90%
10%

100%



Sources of Funds For Operation (Continued) =

Cast
HNum

o

1o

ers
10
11
12
13
14

15
16

17

18
19
20
21
22
23
24

Summarys

Weekly Purchases Terms:

Cash Terms

‘Suppliers

¥holesslers

- Wholesalers

Wholesalers

‘Wholesalers
 VWholesalers

- ¥Wholesalers

Terms

30-§O~day5‘

30 days

7 days
7 days -
7 days

“Wholesalers and Manufacturers

(No report about the terms of

purchase)

Wholesalers

Manufacturers

"Wholesalers

Wholesalers
Wholesalers

thlééalers

Wholesalers

Wholesalers

¥holesalers

Manufacturers

Thirty days or more

30 days
30 days

30 days
Weekly

Monthly

Weekly
7 days
Cash -
45 days
45 days
Numbérs
12

v2

10

- BAmount Supplied

1 100%
1008
100%

100%
1002

- Unknown

85%
22y

100%
100%
100%
100%
100%
100%

0
30%

50
8
42%

Since weekly terms are equivalent to cash terms, a more

comprehensive study is recommended to make inferences pertain-

ing to the population.
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The reaéén why most of the cases were buying on cash or weekly
terms 1s because of inefficient accounting systems and the

poor possibility for profits;'especiaily for the grocery stores,
and because many started with insufficient capital. Accord-

ing to table 2, the average amount of sales for the food

group was $1,653 in 1939, and $7, 400 for drug stores.

Answers received by interviews‘with owners about the
advantages of cash and trade discounts indicated that: (1)
most of the owners did not know about these advantages; and (2)
they did not fully understand the methods fér working cash
and trade discount problems.  Any incresse in net profits by
taking cash discounts should be reallzed becsuse of their
small amount of profit,

One factor that has an important influence on this
phese of business 1is methematics defigiency; as well as the
lack of an effective high school business curriculum. Pos-

sibility for profits is also a significant reason why most
'are buying on cash or weekly terms.

An association.of small retailers, organized with the
| owners serving as the required personnel to keep down exces-
‘siQe expenses; for quantity purchases to take advantage of
cash and trade discounts for all association members could be
" & partial solution to aid the small retailer. Other small
stores have used such methods as an aid in reducing purchase

costs\witb profitable results.



CHAPTER III
FINANCIAL DATA

1. Value of Property When Purchased (Cost)

12,

Pertinent infermation about‘the owne;shiy of business

real property, expenses for license, taxes and the date

when the ovner en#ered business was asked in order to obtain

a fair gppraisal‘quthsuproperty in which the business was

1ocated; ’The results were

Age of Case Date

37 1
45 2
43 3
87 '4
50 5
62 6
60 7

8
71 9
66 10
58 11
32 12

=}
W

Entered

1952
1952

1955
1947

1927
1951
1938
1954
1954
'1944
1944
1950
1946

as follows:

Property* Annual License

own Real

Cost  Remt  Cost  Proper-

Lty Tax

No $____ $420
No ______ 300 34.50 $.___
No 600 20.50 |
Yes 400 . | 2.50 No Report
No 900 k ‘ ,
Yes 150 —  2.50  4.50
Yes 1,000 21.50  No Report
o | 360 31.50 |
Yes‘ 1;700 —_— 7.00 Exempted
Yes ‘1;450 — ‘7,50, No Report
Yes 2,500 . 32.00  No Report
No o __ 900  25.00  __
Yes 750 40,00  Unknown

:*Average'cost of real property is $3,000.

W——




Age of Case Date Own Prdpertx* Annual License Real
Qwner Num Entered Cost Rent Cost Proper-
(195%) ber Ly Iax

a4 14 1947  Yes ‘1;000 ___ 100.00 150

59 1% 1950 Yes 1;800 w—_ . No Report 140

33 16 19%1 = Yes Inheri- ___ 150,00  Unknown

_ S tance .

51 17 1934  Yes 4,500  ___ 25,00 No Report
50 18 1951  No ____ 600  17.00 |
50 19 1949 No 900  53.00 ;

84 20 1950 Yes 5;000 —_  740i00  20.00

36 21 1950  Yes 5,500  __  30.00 No Report
53 22 1947 Yes 15,000 —  20.00

80 23 1952  Yes 255  _ 100,00

58 24 1935 Mo 900 25,00

The annual rent paid by the owners were not excessive and
kgenerally represented the rental value of property in such

locations.

2+ Other Balance Sheet Informstion
Net Profits

(Net profits as used here are net profits before salaries)

Case Number 1950 1951 1952 1953*
1 $ $ - $1,296 $1,000
2 950 975 1,000 1,000
3 No Report - - 2,000

sVerified by the writer with sale records, receipts
of expenses pald and incomes.,



Other Balance Sheet Information (Continued)

Case Number

N B~ SR ' NI S N

10
11
12
13
14
15

16
17
18
19
20
21
22
23
24

 Average
Net Profits

1950 1951 1952 19593
50 - 300
| - - 2,386
600 1,000 2,000 3,500
Unknown - - -
Unknown - - -
- - - 100
" Unknown - | - | -
2,000 2,250 1,500 1,800
4,000 4,975 5,200 5,745
"Never asccounted for any profits.”
463 400 476 487
Unknown 144 144 144
(Based upon 2% of sales)

Unknown - V - -
1,500 2,000 2,000 2,000
- -0 w0 0
Unknown - - 752
Unknpwn - - -
385 525 775 -

No Report = - ‘ - "
- - 400 -
3,500 3,400 3,350 3,460
1,532 1,092 1,649 1,756

14,

Evidence indicates that the more experience the owners had,

the more they realized the need for keeping accounts of net

profits, and average net income Increased accordingly.
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13
14
15
16
17

18
19
20

— —

Additional Investments

Amount

None -

None -

TWQ Lots

None

Two Houses

ane

None

None

None‘

Store and one
house :
Magnolia Mutual
Insurance Co.
Three Shares of
Common Stock
None

None

None -

Rental Property
Bonds

Nene
None

Loan
Rental Property

25,000
1,000

-

-

40,000

15,

Interest Rate
Earned*

-

6%

- No Report
10%

*Interest rate computed\and verified by the writer.‘



Additional Investments (Continued)

Case Rumbers Nanme gg’Invegtmentsf Amount Interest Rate
o : ' Earned* |
21 , Hone B S = -
22 Rental Property 20,000 o123
23 NO;’IQ ' o - -
24 -~ Rental Property 8,000 - 8%
| ‘ Stocks 16,000 | 6%
Summary Number ' Unweighted
' : , Average rate earned - 9%
, - Per Cent
Additional Investments 9 | 3734
No additional o -
Investments 15 | 62%%

 This information suggests'either a‘lack of funds, which
is indicated by the amount‘Qf 1nvestments}an§ earnings; or a
lack of knowledge of thé ﬁérious classifications of invgstments,
(such as Domestic corpqratiog seéurities; Federal governmgnt
securities, political subdivision securities, and others). It
also‘suggests the léck of knowledge about the rate of return
on such securities.* ‘ o ; | ‘ _

A Well—plahnéd program'among the small retailers'themselves
designed to obtain business information through investment mag-
azines;>investment companies and other investors could very
well providg a way to lncrease their inferest and knowledge of

investments.,

, *According to this survey, there is more evidence
supporting the lack of funds for investment in such securities. -



17

q»This‘program‘cquld encourage members to subscriheﬂto mag-
azines relating to small retailers in order that the retailers
- will be better‘inforhéd abbat the vériety of merchandise; as
well‘agythe éuality and prices. Because of the small number
of samples included in this survey;‘furﬁhér'study with a larger
number of samples whieh will rapresent a normal distribution
to fully support thi, study is recommended by the writer.

4 well-planned program of the businegs-owners and col~
legas_whereby»arﬁicles; books and materisl fwﬁm‘thé U.8. Gov-
ernmentrFrintinglcffice on small businesses could be distrib-
uted to these owners wou1é4pfévide immediate 2id in manage-
ment. Senior colleges wiﬁhin the state could give periodical
managerial courses to the owners in high schools W1thin the “
statef These cou:sesvshould be»taught”by“the college business
staff,s Summer ccursés at the college éould be designed‘pri~
marily for owners cf these small business units, as a partial

solution.
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“DID YOU KEEP A RECORD OF TEE FOLLOWING ACCOUNTS FOR 1953%"

Pur-

.chases

Yes
Yes
Yes
No
No
Yes

No

Ko

No

Yes
Yes
Yes
Yes

Yes

- Yes

Sales

Yes
Yes
Yes
No

Re

Yes .

Ho
No
No
Yes
Yes
Yes
Yes
Yes

Yes

Adver-
tising

No
Yes
Yes
No
No |
Yes
No
No
No
No
Yes
Yes
No
No

Yes

Insur-.
ance

Yes
Yes

Yes

No \

No
Yes
No
No

‘Yes

Yes

Yes

_Yés

Yes

Yes

Sup-
plies

No
Yés

Yes

‘Wo

ﬁo‘

Yes
Yes
Yes

Yés

Yo

Mo
No

Repairs

No

.Ro’

Yes

No

o

Ho

o
No
Ho

Yes.

Yes
Yes

No

'No

Yes

"Paxroll

No

Yes

" Yes

Yes
No
No

Yes

ggglersgertz'
Taxes :

Ko
Hc‘
No

" Ro

ﬁo_
Yes

No

ﬁo',

No
Yes

Yes

Yes-
Yéé}

Yes

Yes

.1



"DID YOU KEEP 4 RECORD OF THE FOLLOWING ACCOUNTS FOR 19537" (Continued)

Case  Pur- Adver- Insur- Sup- Real Property
Numbers chases Sales tising aznce plies Repairs Payroll Taxes

16 Yes Yes Yes Yes Yes Yes Yes Yes

17 ' Yes Yes No Yes Yes Yes Yes; - Yes

18 Yes Yeg Yes ~ Yes Yes No Yes Yes

19 Yes Yes No No ‘,No No | No No

20  Yes Yes Yes Yes Yes  Yés Fo - Yes |

21 No No ~ No No No No -No No

22 Yes Yes Yes Yes Yes Yes Yes Yes

23 Yes Yes Yes Yes Yes To Yes No

24 Yes Yes Yes Yes Yes Yes Yes No ,
Summary Pur- Adver~ Insur- Sup- | Resl Property

(number) chagses Sales tising ance plies Repairs Payroll Taxes
Kept o

~aceount of 18 18 12 17 14 11 9
No account 6 6 12 7 10 13 15 12
Percent:
e 5% 75% 50% 71% 58% 5% 374% | 50%
- account of 7 7 . 4 377
No account 25% 25% 50% 29% 42% 554 625% 50%

Hore owners found it necessary to keep account of expenditures and receipts in
1953 than were in the vear they started business, Some of the disadvantages ol learn-
ing by experience could have been eliminated if business tralning or bookkeeping and
other business courses had been an integral part of their high school or college
program, : -

*61



"IF YOU KEPT AN ACCOUNT COF THESE ITEMS, THEN STATE THE AMOUNT FOR THE FIHST YEA‘R ,
' OF OPEB&TIOI?"

Case  Pur- | Adver- Insur- Su . Real Property
Numbers chases Sales <tising ance nlies R@pairs Payroll  Iaxes
1 - $6;000 - - - - - -

2 Unknown =~ - - - - - -

3 Unknown - - - - - - -

4 Unknown - - - p - - -

5 Unknown - - - - I - -

6 2800 1,800 25  55.20 30 - - .

7 Unknown

8 No Record

9 Ko Record
10 Unknown
11 Unknown
12 24;000 36,000 150  97.40 157.00 6,000 95.70 197.40
13 200 Unknown - - - - - -
14 4,000 '4,800 R - - . - 150.00
15 566 720 - - - - | - -
16 Unknown
17

*0c



"IF YOU KEPT AN ACCOUNT OF THESE ITEMS, THEN STATE THE AMOUNT FOR THE FIRST YEAR
OF OPERATION® (Continued)

Case  Pur- Adver~ Insur- Sup- Real Property
Numbers* chagses Sales tising ance plies Repairs Payroll  Taxes :
18 15,000 14,000 90 26.50 120 900 - -
19 19,000 24,000 - - - - - -
20 9,260 12,000 .~  450.00 65.00 - - -
21 1,400 2,600 20 - - - - -
22 102,000 120,000 1,510 = - 3,800 - -
23 300 1,000 25 50.C0 500,00 100.00 -
24 Unknown
Summary:
Kept
~ Account '
of 12 12 5 5 5 2 3 2
50% 50% 21% 217 21% 9% 13% 9%
No &ccount |
of 12 12 19 19 3 19 22 21 22
50% 50% - 79%  79% 79% 91% 87% 91%

*llost of the owners used the sincle entry system to record sales, expenses, and pur-
chases which was not recorded nromptly. As a result, the accounts were not always
accurate. College graduates used the double entry system for their records, and their
accounts were more accurate, especially drug store owners.

I 14
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In order for a business to operate efficiently and N
successfully; a manager or owner shculd haye‘kngwledge about
pﬁrchases; sales and expenses to adequately appraise the -
general progress of the busiﬁess. It is essential that an
account of these iﬁems; as,well as others; be kept.» No a@eé
Quata appraisal by the owners of net income can be made un-
less adequate records are kept. The percentage of accounts
not kept shows a lack of sufficienﬁ business training by the
owners involved; and the lack of funds for the employment of

hookkeepers.



In order to determine‘how thoroughly informed the owners

were about current business events, they were asked the name

CHAPTER IV
GENERAL MANAGEMENT

of the business publications received.

Casge Numberg
1

VW N o U B W N

o
nNo= O

13
14
15
16

17

Business Publications* Net Profit 1953

None o ~ $1,000
None B 1;000
None | 2;000
None : 300
Nations Business - 2;386
Cleaners! Gulde .
SouthwWestern Retailer 3,500
None | ‘ -
None . -
None , 100
None -
Drug Magazine 1;000

NARD Journsl, Nations Busi- 5,745
ness, American Druggist,
MOdern Pharmacy

None -
None 487
None 144
NARD Journal, American Drug- -

gist, National Ph, Journal

Dunn and Bradstreet Review 2,000
U.S. Business, Changing Time

*Publications were checked by the writer.

23.
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Qggg Numbers Business Publications  Net Profit 1953

18 None | -0

19  Nome - 752

20 Nome -

21 " None | | " - -

22 Newsweek :‘ V» | -

23 TNome .

24 - Fortune, Nations Business 3;460 |
Gnmmafy:‘ | ,'

’ > Number - Per cent
No. Business Publications 16 T 67%
One Business Publication | 3 13%
Two or More Business Publications _§ _20%

. _ ?otal 24 . 100%

Business publications could serve as sources of in-
formation relating to current trends in prices based upon
wholesale quoted prices, as well as the changes in prices
according to wholesale index numbers. Articles relating
to style changes, business policles and internal control
by accounting could also very well be utilized with bene-
ficial results. The average income for owners receiving
business publications was $3;616 against $726 for those not
receiving business publications. This supports the find-
ings that those subseribing to business publications were
better informed about current market conditions. The maga-
zines evidently were being used as a source of self-education

in business procedures.
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~A. THE PROCEDURE FOR SELECTING EMPLOYEES*

Case Numbers

NS AN B« R T O U S

T R S
v OO

13
14
15
16
17
18
19
20

Procedure For Selecting Employees

Cwner 1s the only employee

Personal Interview

Personal Interview

Persoﬁal‘lnterview

- Personal Interview

: Fergonal Interview

No Employses

- No Employees

Ovner is the only employee

Owner and wife are the only employees
Personal Inierview

Through high schocls and colleges, By
contact through friends and relstives,
Personal Interviews.

Personal Interview

No Employees

"Personal interview

Personal Interview

Personal Interview

By contact through friends and relatives

By contact through friends and‘relatives.

No procedure for seleéting empléyeas

*This question was asked to determine if the owners
were familiar with personnel methods of selecting workers and
to introduce the various means of selecting employees.
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THE PROCEDURE FOR SELECTING EMPLOYEES (COntinued),

Case Numbers o Ezocedggg‘Fcr'ﬁelecting Employees
21 No procédure for seleeting employees
22 By cantact through friends and
«relatives
23 : - Ho Reporﬁ
24 : Through their application letters
Summary: | , _
- Number et Egg‘cent
Personal interviews 11 - 45%
By Contact-Friends | SR |
and relatives . 4 o 17%
Through high schools
and colleges 1 ' 4%
No Procedure 9 ’ . 37.5%

Through Application ’ : ,
Letters 1, o 49

Since the size of the business nnitsvweré small, the
method of personal interviews‘as a means of selecting employ-
ees 1s the best method that could ﬁe used. As the business
progresses, other methods, sﬁch.as'high.schools,and colleges,
and application 1etters; aléﬁgfwith tﬁe personal interview;

may be used.

(2) ‘The Number and Classificstion of Employees Selected

Case Relationship Full or  Monthly
Numbers Position to Owner Part Time 3Salary
1 No Employees

2  Hanager  None ~ Part time $75.00
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The Fumber and Classification of Employees Selected {(Continued)

Case

Numbers

3

4

10
11
12

13
14

15

16

17

: Relatlonship
Position fo Owner
Bookkeeper Gwnér
Salesman Wife
Bookkeeper  None
(No training
in accounting)
Rookkeeper Wife
Four Press-
ors None

. Checker ‘None
 Checker
Cleaner None
Bookkeeper Owner

One Salesman  None

. No Employees

Salesman Owner

No Employees

- Saleswomsn Wife
Saleswoman Wife
Bookkeeper Owner
Salesman (1) None
Delivery-

~man (2) - None

No Employees Qwner takes care

No Employees

Sglesman Wife
Bookkeeper Owner
Salesmen(2) None

Bookkeeper (1) None
Manager Owner

Full or
Part Time

Part time

Part time

Part time
- Full time

Mall time

Full time
Part time

Full time

Part time

Part time

Full time
Pall time

Full time

- Monthly

Salary

Ho Salary
50.00

100,00
140.00 (2)
160,00 (2)
160,00
100,00
160,00

10.00
No Salary

No Salary
No Salary

200.00
80,00

of business -

Part time

No Salary

(1)Full time 60.00
(1)Full time 60.00

Part time

210,00
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The Number and Classification of Employees Selected (Continued)

Case . Relationship Full or  Monthly
Numbers Position to Qwner Par Ti - Salary
18 Bookkeeper Owner
: Salesmen (2) None Full-time $28.00
19 Manager Owner ' e ,
| ~ Saleswoman = Niece Full-time  60.00
20 Bookkeéper Owner
- Saleswomen(2) Wife and g
' - daughter | Share prgfit
21 Bodkkeeper (1) wife o ' -
o - Manager : Full-time  Share profit
22 Bookkeeper Son - Full-time  417.50
Butcher ‘ None - Full-time 200,00
Utility ‘ ' ‘
Man (1) None , Full-time 130.00
Manager. Son Full-time A
23 None
24 Manager ~ Owner Full-time
' Salesmen(2) None Full-time 80.00
Summary:*  Bookkeeper Manager Salesman Others
Number | 12 6 ‘ 11 2
Per cent - 50% 3% - 4%% 84

Although the units were small, every business owner who in=
tends for his esteblishment to progress should employ ot least
a part-time bookkeeper 1f he does not know how to keep propér
accounts himself. This is especially true if the business units
are to he studied for earning capacity; as & basis for loans

and tax purposes.

*Refer to tables 1 and 2 for further information on
the population of the state and/or nation in 1939,
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wig you do not have a full or part-time bodkkeeper,”
stéte how you get your financial statements ?repared”for

tax purposes and to secure. business or personal loans.

Case Numbers o Owner's Statement
B R S prepare them myself"
2 | .~ Wo Report
3 wPublic C.P.A."
4 .' "Does not make any fiﬁéncial statements"
5 B No Report | - |
6 Owner prepares all tax Teturns and
financial statements.
No Report
8 S "Wife keeps records of sales for
sales tax purposes."
9 | Owner pre?ares own téx returns.
10 "Haven't made enough profits to pay
‘ income taxes."
11 ‘ Owner,preparesﬂown:retufns.
12 Owner keeps own rééords. | |
13 | Local tax collector prepares state
o S tax returns.
14 0 Owner prepares tax returns,
15 QOwner prepares owr tax reports.
16 - Public Accountant prepéres tax returns.
17 : Owner prepares own ihcome tax returns;
18 ‘ "Notary Public does tax returns."

19 R Owner prepares financial statements,
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Case Numbers Quner's Statement
20 His dsughter and e lewyer cometimes prepare
- financial statements. ;
2L ~ Wife prepares financlal statements.
22 R 1 , Son prepafes financial statements.
23 ‘No Report.
24 ‘ | Owner prepares financial statements.

It is obvious that if the owners are not preparing all
of their reportq for tax purposes, they are not preparing
budgets of annusl expenditures and receipts to serve as a
gulde for future operations and progress, This will have
to be done to determine if the business is progressing or

declining.

(b) Procedure used in supervising employees.

This question was asked in order to determine the line
of authority used by the owner and especlally to ascertain
if the owners were familiar with the_varidus forms of organ-
izations for managerial control such as (1) line; (2) line
and staff, (3) functional; and (4) committee.

Case Number Method of Managerisl Control

No Report | o
Give orders directly to workers.
Give orders directly tQ workers.
Glve orders directly to workers.

Give orders directly to workers.

[ ) NNAN; SR R T I ¢ I o

Give orders directly to workers.



Case Number

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24
Sunmary:
Line Method
No Report

Egggggygg Managerial Control

No Report |

Give orders,directly.to workers,
Does not hire any employees.

No Reportv

Give orders directly to workers.
Give orders directly to workers.
No Report.

No Report.

Give orders directly to employees.
Give orders directly to employees,
Give orders directly to employees.
Give orders directly to employees.
Give orders directly to employees.
Give orders directly to employees.
Give orders directly to employees.
Give orders directly to employees.
No Report. |

Give orders directly to employees.,

Kumbgg ng‘cent
L £ ¥4
2 -29%
24 100%

Even though evidence here indicates a lack of knowledge

of other methods used as a means of manageriasl control of
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the business was not large encugh in terms of sale volume
to warrant other methods, each owner needs to have a working
knowledge of these methods, as a tool for expansiocn when

adequate capital is made available.

CONTROL POLICY
Credit procedure to customers. If you extend credit_to

customers, stéte how long you give them to repaye.

Case Numbers  Extend Credit | Ternms
Days Discount
1 Yes 30 0
2 Yes 7 0
3 Yes 30 0
4 Yes 730 0
5 Yes | 30 0
6 Yes 30 2% to 10%
7 Yes 30 0
8 Yes | 7 0
9 Yes - 7 0
10 Yes . 77 0
11 Yes | 30 0
12 Yes | 30 254
(Allow 25% discount only to Physicians)
13 Yes 7-30 0
14 Yes 30 0
15 Yes 30 0
16 Yes 30 | 0
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Gase Numbers  Extend Credit pays o hccont
17  Yes 30 o
18 No | - -
19  Yes 7-30 2%
20 ' ,Yeé ~ -7 (Amount not reported)
21 : Yes . 30 .0
22 Yes 7-30 0
23 . Yes : 30 Yes

(Per cent of dis~
count not reported)

24 Yes 30 0

Summarys Number Per cent
Do extend credit 23 96%

Do not extend

credit 1 4%
Extend weekly

credit terms 5 21%
Extend monthly :

credit terms 19 79%
Allow discounts 5 | 218

Do nét allow
discounts 19 79%

FPorty-five per cent of the units studied were purchasing
on weekly or cash terms and selling on termsiupvto,30 days.
The owners, however; were somewhat‘forced into selling on
these terms. This was true because of the small volume of
- sales, and credit terms were necessary to maintain their
sales volume. Such a policy could very easily lead to a

shortage of funds necessary to replsce inventory.



OPERATING INFORMATION
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Amount of insurance carried on buildings and merchandise.

This informatiqn was requested in order to determine if the
owner could continue to operate his business after a sub-
stantial or total loss by fire or some other act of God.

Case Numbers

1

R Y R IR O

e

10
11
12
13
14
15
16
17
18
19

Amount on Building  Amount on Merchandise

None
 None
lone
None
$4,500

 (Yes-Amount
not reported)

No Report
1;500
2,500

2,000
(Yes-Amount
not reported)
3,000

1,500

2,000
20,000
12,000

No Report
No Beporﬁ

Rone

$1,500

6,000

None
6,000
1,500

- None

None

None
1,000
1,500
8,000

700 .

800
None
3;000
2;000
1;500
1;000
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Case Numbers Amount on Building  Amount on Merchandise
20 $5,000 Cg1,000
21 Unknown '~ TNome
22 10,000 5;000
23 No Report :_ None
24 No Report 9;000 |
Summary: Bumber s Per Cent

Carried insurance on ‘
merchandise ‘ 16 67%

Did not carry insur-
ance on merchandise 8 : 33%

Average insurance carried on merchandise of business
reporting $4,594.00'

The dollar amount of insurance carried on merchandise and
'buildings was sufficieﬁt. The number of business carrying
insurance on merchandise was insufficiént in quantity. If the
owners; as 1ndicated here, can see the importance of carrying
adequate insurance, perhaps by reading various business peri-
odicals and business books, they will realize the importance
- of keeping proper accounting records. A small Business Admine-
| istration Managerisl Program within the area could very well
be highly beneficial. The reason why the number carrying in-
surance on merchandise was not adequate wss because of insuf-
ficlent working capital of the business units studied. Only
- the most essentisl expenditures could be paid because of the

lack of sufficlent working capital.
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CHAPTER V
MERCHANDISING

Procedure for marking up merchandise. Each owner was
interviewed in detail about the procedure in order to de-
termine. the poliey for marking up merahandise; and if the
owners were familiar with the various methods for pricing
merchandise for resale,

Case ‘ Mark-Up-*  Mark-Up-* Merchandise On

Numbers Price Line* On Hetail On Cost  Hand (1955)
1 x $1,000
2 X X - 800
3 X x 4,000
4 p < 2,000
5 X -
6 X X 3;000
7 No Report -
,k8 x X Unknown
9 No Report § -
10 x x 550
11 x 2,000
12 X 8;000
13 X 650
14

X 350

%Price line as used here means the suggested retail
price on the article quoted by the manufacturer to the retailer.
There was no uniform marke-up on all srticles or merchandise.



Case

Numﬁerg Price Line

15
16
17
18
19
20
21
22
23
24
Sumnary:

Use a price
line

Mark-Up-On
Sales

Mark-Up~-On
Cost

No Report

RNV

»

X

Number

16

14
2

Mark-Ups
On Sale
X

o

,ﬂ
S
w (]
&‘?

|

HoOoM M M M M

MoK X

oM
o
e}
(9]

67%
8%

58%
8%

ot

400
3,000
4,000
200
550
Unknown
3,000
500
8,000

Evidence here indicates that the owners are willing to

accept the wholeslaers' suggested retail price rather than

utilize some of the other methods for pricing merchandise.

Competitive prices may have been a factor that caused most

owners to use the suggested price line for their merchéndise.

Business mathematics deficlency was also a factor affecting

the procedure for pficing merchandise,

37.

Merchandise On
Hand (1955)
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4. Merchandising Poliey

A. Procedure used to clear excess inventory

"What policy do you use to clear excess»merchandise?#

Case Classification of (Clearance Poliey Annual ;gventorx
Numbers Merchandise ‘ Turnover
1 Medium price line No policy s

2 Medium price line  Reduce price o 2.3
3 Medium price line  Seasonal Sale 1.2

4 Medium price line No poliey 1.0
5 No Repoﬁt - -

6 Medium priée'line Seasonal Sale | | 1.4

Reduce Selling Price
Mark-down for 1953 10%
No Report | -

8 Medium pricevline Vo Policy -

9 No Report - -
10 Hedium price line No policy 8
11 Medium pricelline Reduce Price 5
12 Medium price line Return to Wholesaler 4
13 Medium price line No Poliey 8
14 Medium price line No Policy . , 13
15 Medium price line Sale at a discount B 1.8
16 Low and medium Reduce Price | 4,0

price \
17 Medium price line Reduce Price o 6.0
18 High price line No Policy 1.0

19 Medium price line  Reduce Price 1.0
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Case  Clessification of Clearance Policy Annual Inventory
Numbers  HMerchandise | , Iurnover

20 Medium price line Clearance Sale 22,0

21 Medium price line Seasbnal Sale»‘ | { -
o Low and medium price Reduce Price ,  :.—“;'

23 Low price 1ima  No policy .

04 Medium price line Mo policy - 4

Other guestions relating to merchandiée policies were
the procedure py which owners determined the amount to be ordered,
the dollar amount 6réered,'and the intervals between orders.

Even though most’oﬁners classified their_mexchandise as
"medium", the quality of merchandise bssed upenvthe retail
price is below medium. The clearance policy here was not
ade@uate because no method was utilized to determine what
brands and classes of goods were moving or not moving fast
enough for profitabie ope;ation. The inventory turnover for
'grdéery stores was far below national averages. The drug
stéres inventory turnovefs were'Within the national averages
for efficientiy operated drug stores. Locatlion was also s

factor affecting the slow rate of turnover for grocery stores.



Cazse Numbers

Lo+ T T ¢ AN R R VS I I o

10

11
12

13

14

15
16

17

How Do You Determine

o—————

40,

How Often Do Typical

In 3

e Amount To Be
ered

|

(-
2

T

No Pfocedure

Check,items weekly |

"By the tﬁrnover

No Procedure

No Réport |
From:previoﬁs sales
No Report

He does not count
his stock

No Report

Just take an inven~
tory of what I have

You Plen  Dollar Val-
Orders? ue of Order
Weekly | -
Weekly $200. 00%
Weekly 500, 00%
Weekly 71, 00%
Weekly 10 - 75

- -

Get amount 3 - 30
when stock is.
low(irregulsar)

- L]

Weekly 90.00

and what I need.(count

stock once a year.)

By checking stock when Weekly : -
necessary

By previous sales Weekly -
From past experience Weekly 30%
according to abllity : : :

to pay

¥hat he thinks is Weekly 65%
needed ’

From past experience 15 days 5

| - | - Up to $200,00%
Check record about Daily To 20,00

needs "Want book
system"

-*#Verified by purchase receipts by the writer.



Cese Humbers How Do You Determine  How Often Do

18
19
20
21
22

23
24

One reason for the

S W——— —————

- Ihe Amount To Be You Plan
Ordered Orders?
Frcm«previous involces Daily
vPasﬁ éxperiences Weekly
Kéep memo pad of what Dsaily
is needed . |
By observation fleekly

~ Observation 15 days

When he is "near out" Weekly

Previous monthly sales Weekly

4.

Typical
Dollar Val-
ue of Order
To 25.00
30.00%

8.00%

85 00

2, OOO weekly*
IOG.OO*

600, 00*

slow rate of'turnover of inventory is

because no organized procedure was made to ascertain customers!

needs nor to determine how fast variocus brands were moving.

5. Advertising

A. Display and Advertising.

What method of advertising do you use to inform customers

about your merchandise?

Case

Numbers

Net Profits Advertising Method
1953
1,000 No Method
1,000 Personal letters and window displays
2,000 Radio and personal letters and hand«
bills , ;
300 ‘ No advertising method

*Verified by purchase receipts by the writer.



Case
Numbers Net Prof tg'
2,386 |
3,500
9 100
10 -
11 1,800
12 5,745
13 -
14 487
15 144
16 -
17 2,000
18 -0-
19 752
20 -
21 -
22 -
23 3;400
24 3,400
Summary:

Advertising Method

Redio

42,

Advertisingvﬁethod'
Window Displays

Personal letters, handbills, and
window displays

Newspapers and Personal letters
No advertising method

No advertising method

No advertising method

Personal Letters

Radio, newspapers, personal 1etters,
handbills and window displays

No advertising method

Window displays

Window displays

Radid; newspaper and personal letters
Radio; newspaper and perscnal letters
Newspapers | |
Newspapers and window displays
Handbills and window displays

Radio, handbills and window displays

Radilo, newspaper, handbill, and
window displays

Newspapers, match boxes and combs.

Radio, newspaper, handbills and
window displays

Number of Businesses Per Cént of Businesses
Using Method Using Method

7 28%
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Number of Businesses Per Cent of Businesses

Using Hethod Using Method
Newspapers o 9 - 38%
Personal Letters 7 ERCA 29%
Hendbills 7 - 29%
Window Diéplays - 10 | " | 52%
Others | 1 - 4%
No Advertising Method 5 | o 21%

| Lven though most of the owners used some method of adver-
tising, the value of such advertising, as an aild in increasw
ing sales, cannot be fully realized and gustlfied until and
unless the owners keep securate accounts of the cost. In all
likelihood newspavers and radios were not utilized fully
enough by all owners to produce effective results.

Net income for 1953 was higher for those using both
newspapers and the radio to inform customers about their
products., Those who were not using advertising also hed less
education and their income was lower.

| The lack of sufficient working capital for expenditures
is also & significant reason why advertising methods were not

being used more intensively.



CHAPTER VI

TRAINING OR EDUCATION OF OWNERS

44,

The following information was obtalned regarding

education and business training of ths’owners.

Case

Attended

Highest Grade

Number College Completed

1

W O N 0N W B W N

ond andE v o SR N o =
AR S S N A i =

17
18
19
20

Yes
}jﬁo
No
No
No
Yes
Yes
No
"No
No
No
Yes
- Ko
No
No

Yes

Yes
Yes
No
No

12th

Business School,’
8th

12th

College

College

4th

3rd

8th

Normal

- B.S. Pharmacy

6th
8th
4th
B.S. Pharmacy

Pharmacy

College

Net Profits

1953
1,000
1,000
2,000
300
2,386
3,500

100

1,800
5,745

487
144

2,000
uOu
752

Business Course

Taken

Business Courses

- None

Bookkeeping

- None

None

 Business Courses

Business Courses
None

None

None

None

None

None

None

None

Drug Storé
management &
accounting
None

None

None

None
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Case Attended Highest Grade Net Profits Businegs Course
Humber (College  Combleted 1953 Taken
21 Yes  College = - - Business Courses
22 N  12th -  Tone
23 No 12th -  lNone
24 Yes Pharmgey | ' 3,400' . None
Summary: Number - Per Cent - Average Net Profit
Bttended College 9 375% $3,129
Have not attended ‘
college | 15 62%% - 896
Have not taken ; \ :
business courses 17 71% ; 1,646
Have not completed ’ -
high school 9 ' 375% 409
Have taken business ' o
courses ‘ 7 29% 2,167

Average grade completed iIn school; other than college
graduates and those who‘coﬁpleted“what is called a "Normal
School', is 7a? years of tralning.

A high porportigﬁ of increase in net profits was reported
by those with more education. This evidence warrants a more.
comprehensive study with a larger number of samples.

Other factors, such as subseriptions to business publi-
cations, the amount of initial investmenf; location; customers’
loyalty, and tﬁe amount of working capitél; also have a sig-

nificant affect on the increase in net profit.
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PREVIOUS BUSINESS EXPERIENCE AND FAMILY QUALIFICATIONS

Case
Numbers

HSw N e

10

11
12

13

14

15

16

Previous Business Ex-
‘perience of Owner

None
None
Yes - Grocery store

None

None

Yes sewing

(Yes) Business Course
None

(Yes) Operated a grocery
store for snother owner

None

None

Served as apprentice in
Drug Store

Hone
Clerk in Grocery Store
Worked as Upholster

Resturant and hotel
worker

Gualifications of Family
Members Should Owner Be-
come Disabled

None
None

Two children in college

Children have high school

and college training

Yes, did not state the

gualifications

Yes, children have high
school and college train-

ing
Wife has qualifications

Daughter - college gradu=

ate (Home Economics)

None

Yes, did not state quali-
fications

Yes, college training

Wife with aid of a pharma-
cist '

Son is a high school grad-
uste (No training in busi-
ness)

Yes - Practical experience
in Service Station

Yes - Practical experience
as salesman

Kone



Case
Numbers

17

18

19

20

21

22

23
24
Summarys

Owners with
previous
experience

No pre-
vious ex-
perience

Family mem~
bers with
gualifica-
tions

Family mem-

bers without

Previous Business Ex-

perience of Qwner

None
Baking experience with
white Bakery

None

Operated a store for
35 years hefore present
business

Worked in grocery store

None

None
Manager of Drug Store
Bumber

12

12

18

gualifications 6

47.

guslifications of Family
Members Should Owner Be-
come Dissbled

Son in college studying
pharmacy

Yes - Brother has forty years
experience in baking business

Husband and daughter has
experience in some busi-
ness

Wife and daughter has ex~l
perience in some business
Wife has experience in
operating

Yes - A son studied at
Tuskegee

Hone
None

Per Cent
50%

50%

75%

25%

This indicates that 75 per cent of the businesses can

probably continue 1f the present owner becomes disabled. In



4‘8.

most cases close relatives were better educated than the
owners, especially their children, because most had completed

high school.
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~ CHAPTER VII

Essentials for Or ganization Progress and urviVa;
| Thg‘fginging ;nformatlon was obtained‘from_ths aners

as to how improvement could be made by business education.

Essentialg* o Number Per Cent
- S _ Reported Revorted
1. FNeed more training in business ' -
mathematics o 18 75%
2. Need more practjcal experience 22 - 92%

3. DNeed one, two, three, or four years of business training

One year_ 1 two years § three years_2_ four years_8
Per cent 4 :E% 33%

4, Need more training in bockkeepiug,
management, taxation, and business

- law. - 20 83%
5. Need more beginning capital 16 67% |
6. Need more operating capital 11 46%
7. Need to purchase more on credit 2 - 83

811 owners because of their experience clearly recog-

nize the need for further training in business essentials; as

a requirement for profitab;e operation;valong with some prgcti-
cal experience, Their opinion here should be ccns;deredvas
signifieant as a basis for planning secondary business programs
within the state. About two years of bookkeeping; one year

of business mathematics; one-half year of busineSs law; one-
half year of_salesmanship; and training in the secretarial
subjects onvthe high school level would be an adequate program.

The primsry resson why they did not favor purchasing

*Owners' opinion,
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on credit were because of (1) the poor possibility for prof-
itss (2) relative‘pqor credit standing;ﬂ(3) poor accounting .
systems; andh(g) the relative improminence of the business
establishments, S e

MQst~vatha‘0W;ers (92%) did not favor purchasing on
credlt., Their reason for this cautious attitude‘was indi-
dated.iﬁ the,ﬁél}@wipg_atateménts concerning purchases of
merchandise on account.

Statement by Owners

1. Case Number 10 - "Should see your way out before buy-
, ‘ o ing on credit."

2. Case Number 17 "Don't go too far."

3. Case Number 18 "Ir yoﬁ'use—credit you may buy too
- much unnecessary merchandise,'"

4., Case Rumber 19 "Need credit for reference cnlyﬂ“

5. Case Number 22 "You need to carry a full stock of

merchandise and a modern type

| business.”

6. Case Number 24 UCredit may lead to ovefstocking."

The primary reason why most owners weré not purchasing
on credit was’bécause“of the lack of sufficient security
and poor earning potenﬁiai;‘as well as an inadequate or

no accounting system for each unit, " |

Anslysis of Factors Pertaining

to Business Locations, Income and Expenses

[ et et e ] N AP Samremmnass

1., Basis used in gg;ectigg business location.

State the basis you used in selecting your présent busi-

ness location which you believed were the 1mportanﬁ factors
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in making your business profitable.

Case Number

1

2.

10

11

12

13
14

15

16

Basis#

Trend of population moving‘inAthis direction

and”it isra good community.

Corner location, good community, and the pop-
ulation is moving in this direction..

Convenient to or near shobping area. Geod'
community becsuse the trénd of population is
mgv@ngvin‘this<direction.t o
quyfgectionuand busy street,

Convenient to or near shopping area, busy
section and busy street. '

: ngﬁeq‘ayhobby as a dresé shop.

Convenient to or near shopping area, corner
location,

Jggt_pought the lot because it}was vacant.

Convenient to or near shop?ing area, busy
section and busy street, corner location.

 Just was 1iving on the property and thought

he could do good.

Good - community to or near central shopping
area, busy section and busy street and corner
location. :

Convenient to or near central shopping area,
busy section and busy street and corner loca-
tion. :

Believed it was s bargailn.

Busy section and busy street.

Belleved 1t was a bargailn because it Ycut
down expense",

Conﬁenient to or near céntral shopping area.

*#*Qwner's stated reasons for selecting the location.
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Case Number - Basls
17 Busy section and busy street, corner location.
18 Only place he could find.

19 Convenient to or near shopping area
- Convenient to or near transportation facil-
ities, Corner location, good community be-
cause the trend of population 1s moving in
this directicn

20 Corner’ ?ocatian and new commanity which shows
the pessibility for growth.

21 Convenient to or near central shopping area,
busy section and bugy street.

22 Already owned property¢ Corner location and
good community because the trend of population
is mav1ng in this direction.

23 Busy section, corner location, good community

and the trend of popu]ation 1s moving in this
direction. o |
24 Convenlent to or near the ceniral shopping

, - area, busy section and busy street.
Evidence here shows that the owners have good reasons 4
for the selection of business locations with few exceptlons.

2. Distance From the Central Shopping Center

No definite plan such‘gs the pédestrian count was made.
in selecfing the lbcations. Other factors; in addition to
those stated; 5ad a more positiv§~inflﬁénce on the selection
of the 1ocations; such és the ownership‘of property in the
general areas |

Distance Number of - Average Incone
(In Blocks) Businesses 4! (1953) , a4

Under 1 3 -7 $4,602 | ~21
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Distance Number of Average Income
(In Blocks) Businesses d! (1953) fa?
1 but less than 3 4 -6 1,623 -24
3 but less than 5 0 -5 Mo Report 0
5 but less than 7 1 -4 No Report -4
7 tut less than 9 2 -3 3,50 -6
9 but less than 11 3 -2 908 -6
11 but less than 13 2 -1 487 -2
13 but less than 15 2 0 4,650 0
15 but iess than 17 1 1 No Report 1
17 but less than 19 1 2 No Report 2
19 but less than 21 1 3 775 3
21 but less than 23 o) 4 No Report 0
23 but less than 25 0 5 No Report 0
Over 25 3 6 148 %%

23 -

A. Mean and Model Distances
| fean distance from shopping center

X=14 -« 57 x 2 :‘9
23 :

B, Median and guartile distance

Median distance = 9 £ 11.5 = 10 (2) = 10 blocks
3 ’ _'

3+ Analysis
According to the information obtained from the sample,

the average Negro business is located nine (9) blocks from
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the}central shopping center;* One-fourth of Negro businesses
are located within or up to 2.4 blocks from the centrai shop=-
ping area. One-half of the astablishmehts are located from
24 to 15:5 blocks from the central shopping area.

The average income, as indicated by the‘sample; ténds
to increase as the establishments move nearer the central
shopping center, and decrease according to the distance away
from the central shopping area; based upon the average income
as reported.
A. A comparison of the mean profits of drug stores and grocery

stores as reported for 1953. |
o GROCERY STORES

Case Numbers  Net Profits»*  Net Profit Sauared
2 $1,000  $1,000,000
3 2,000 | 4,000,000
4 300 90,000
7 No Report - |
8 No Report , -
9 100 10,000

*4 commercial central locatlion where the major volume
of business is transacted within a given city, town, or commun-
ity. Population: -Tupelo, 11,5273 Columbus, 17,172; Meridian,
41,8933 Clarksdale, 16,539; New Albany,<3,6é0; Winona, 3,441;
and Jackson, Mississippi, 98,271. 1. Case 6.

**8ee Table 1 snd 2 for sales volume. When net ,
profits is reported in even $1000 and $100 amounts, 1t is esti-
mated from the best records available of involece and sale
recelpts.
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Case Numbers  Het Profits Het Profit Squared

10 No Report . -
13 “’ No Report s
14 487 | 237,169
15 144 20,736
19 725 525,625
20 v No Report . -
21 - No Report | -
22 N No Report -

| $5,883,530

Total Net Income as reported  $4,756

Average Income as reported*  679.43

}75,889,530 R (4,;5622 = )%40,504 - (679)2 = 379,463

615,53 or there was a standard amount by which owners
of groceryvstores net income varied from abéut $700 by as
much as $600,

DRUG STORES

. Case Numbers Net Profits Net Profit Squared
1 $1,000 $1,000,000
11 1,800 - 3;240,000
12 5,745 33,005,025
16 - No Report -

v *See Tables 1 and 2 for volume of sales for the popu-
lation in 1939.
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Case Numbers Net Profits Nnt profit Sgnarnd

17 2,000 4,000,000
24 3,460 11,971,600
Totals $14,005 $53;21§:§23

Average* 2,801

i

:]/53_._27%6,625 = (2801)? = J10,643,325 - 7,845,101

= V2,798,224 = 1,341 k.

145 341 = 670,503 cr about $700.

1]

N-l =1,341 = 1,341
4 2

*See Tables l and 2 for volune of sales for the
population in 1939.
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CHAPTER VIII
SUMMARY AND CORCLUSIONS

The bhsiness units analyzed in this survey were single
proprietorships, which is the typical form for most small
businesses, Other forms of business units; especially the
corporate form, were not being utilized to any appreciable
extent. Some important reasons why utilization was not
made of the corporate form are (1) the lack of specialized
training in business administration; the (2) relatively low
income (median income 1950 was $601) of potential Negro
stock holders; the (3) lack of technlcal and skill traine
ing; the (4) lack of training in crafts; and (5) the lack
of training in corporate law or legal education. These de-
ficiencies will have to be gllevizted before the corporate
forms can be utilized effectively. Until these deficiencies
are eliminsted, emphasis should be placed on adeqﬁately fi-
nanced business units, using either the single proprietorship,
partnership, or cooperative form aﬁd employing; for internal
operation and control; business trained personnel. Corpora-
tions should be organized only whenever adequate capital
and thcroughly trained employees in business; technical skills,
crafts and law are readily available. Therefore, on the
basis of this survey, it 1s essentlal that quality organizations
should be stressed and maintained by continuous customers!

support.
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Initial capital investment was made out of personal
savings; which 1s true for most small business units, and
the amount invested was insuffiecient, Grocery store owners
originally invested $1, 600 in merchandise and $3 100 in real
property, whereas 82, 700 in merchandise and $3 500 1n real
estate were 1nvested by drug store owners.

The primary scurce of funds for operation was sales.
Forty-two per cent of the cases studied used trade credit as
sources of funds for operation on 30 day'terms or more. Bank
short-term credit, a primary éource‘cf funds for small business
unlits wes not utilized. One obvious reason\fof their not using
short-term bank loans was because 79 per cent of‘thevowners
were not keeping records of necesséry accounts,

In order to acquire adequate funds for organization,
progress;‘and survival in the business community, Negroes must
raise thelr level of income in general and business leaders in
'particular; This 1s vital to the extent that excess funds
may be available over the amount needed for living expens@s
for investments in small closely held corporations, partner-
ships, single ownership, or cooperatives, along with contin-
uous customers' support to acquire current funds for operation.
Acccrding to a report made by Dr, Samuel Z. Westerfield "Only
5 per cent of negro workers in the Southeast (which 1nc1udes
Mississippi) were in professional and technieal, mana?erial

and sales, and clerical fields, as compared with 27 per cent
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for white workers. Less than 5 per cent were in the skilled
fields éf craftsman and foreman; as compared with 13 per |
cent for whites The remsining 90 per cent were divided almost
equally between broad occupational groups. Some training in
finance would be useful here such as'accounting; business
mathematics, and investment, |
The inadequacy of securitles valued for short-ﬁerm loans,

such 2¢ 2 ledger of quality customérs' accounts, customers
notes, and real property investments; was another feason why
such loans were nbt being used.

| Apparently; the amount.of net profits for the owners sur-
veyed Increased generally in sccordance with the amount of
original cepitel investment, as well as‘the amount of business
training, For example case 15 invested $75; and the amount
of net profits @ere $144 for 19533 case 9 invested $30 and
the émount>of het profits were $100 in 1953. Cases three,
eleven, twelve, and twenty-four invested $6;OOO; $4;OOO;
$9,0005 end $1,000, and their net income for 1953 was $2,000;
$4;000; $5,745; and $3;460 respectively (See summary chart
and graph I). This evidences that before éntering into a
small retail business;~the owner should haveksufficienﬁ capital
to finance initial inventories.and to carry good accounts re- |
ceivable; "One requirement for success is that the equity
capital committed to the enterprise be adequate.. Success

on this basis'will enable the owner to obtain additional
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borrowed capital for possible expension at a later déte."a
This situation also indicates the primary reasons why
the owners of the business units studied were not using bank
credit, which was because of:
"1y The lack of an efficlient internal~accounting'system;
2. The lack of sufficient security for such loansj;
3+ The poor possibility for profits;

4, The relative impermanence of the business establish-
ments studied; and

5. The obvious deficiency in business education in
particular and education in genersl.

Forty-five per cent of the businesses studied purchased
oh weekly or cash terms and extended credit to customers on
30-day terms. Since the amount of profit was small and no
finance charges were made for carrying these accounts, this
credit procedure could very easily lead to a shortage of
funds required to replace inventory., The business units
usling this credit procedure‘were forced into this situastion
because of location and/or competitive conditions. Case 6
supported this finding with the statement that: "The reason
she could not meet competition is because customers spend
their cash up town and come to her for credit." This 1s
also one of the more prevalent disadvantages of small busi-

ness units located in urban or rural areas.

1Dockeray, James C., Finaneial Consideration in the
Esteblishment of 2 New Small Business, 1949, p. 2.

ey  Srvo— ittt ot
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~ Merchandise turnovers for the grocery stores* were far
below national average standards forjefficiently oyerated‘
stores; whereas drug stores' inventory turnovers were well
Within the range of national standards for profitable drug
stores. This is one jmportant reason why their net income
wasf$2;122 greater than grocery stores. Drug store:owners
paid careful sttention to the movement of brands and classes
of merchandise. 'Caselzé; a drug store‘owner; disccntinued'
a certain brand of perfume‘bacause,his\customers,demanded'
a lower price levela"He changed brands because of oute
migration of citizéns to northern cities and in-migration‘_
of people from rursl sreas.

Advertising as a mesns of increasing sales; was not
utilized to any spprecisble extent. Net income; however,
was substantially more for owners using the radio; news-
papers; and letters; and the more education and buslness
training they had; the more frequently’the>use was made of
more than one method of advertising.

The average income for owners who completed the third
grade was $100; the fourth grade was $140; the eighth grade
was $660; the twelfth grade was $1;700; and $3;100 for those
with college degrees. Average lncome for business owners

receiving business publications @as $3,616, against $726 for

*National average rate of inventory for (1) Drug
Stores -~ 9-12 times anmually; (2) Grocery Stores - 2-4 times
annmually. Source: Robinson snd Hass, How To Establish and
Operate o Retaill Store.
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those not subseribing to‘business periodicéls. The mean
net incone for grocery store cwners, wlth an average amount
of education of 7.7 years, was $700, as compared with an
average of $2,801 for drug store owners who had over/or

at least four years of college‘ﬁraining. Drug store bwners
had some tralning in bookkeeping; and their businesseé are
uéuallyjiocated within one to three blocks from the central
shopping distriect. Such factors that most drug store owners
have more than four‘years of college tréining; 1nvested more
initial capital; had some training in accounting; and their
businesses are located within one to three blocks from the
central shopping area méy have been vital factors in this
céhclusion. ) | ‘

The deficiency in number of essential business personnel;
where improvements are recommended and}neéded is indicated
belows* . |

ESSENTIAL WORKERS NECESSARY TO ESTABLISH A SOUND B
BUSINESS FOUNDATION |

Classification of Workers - Male Negro White
Accountants and Auditors 21 1;154
Lawyers and Judges 5 1,341
Menagers, Officials and Proprietors ' 293 12,041
Bookkeepers; 10 ’ '1;906
Finance; Insurance and Real Estate 20 1,071

Managers, Officials and Proprietors- ' '
Self-employed 1,358 18,131

*For the State of Mississippi
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Classification of Workers (Continued)?

o S Negrd Whitd
Rétéilerade excluding'eaﬁing places = 526
Wholesale Trade | 12 .- 978
Sales WorkersT A S . 1;023 . 20;078,
Manufacturing-Self-Employed 60 . 1,729
Pharmacists - o 12 676
Classification of Workers - Females
Accountsnts and Auditors =~ 0 212
LaWyefs‘gnd Judges R 0 ‘ 32
Mahagers; Officials and Proprietors - | X
3g1aried N | _ 230 1,775
Managers; Officials and Proprietors - .-
Self Employed 1,006 3,275
Wholesale and Retail, excluding .
drinking places : 387 1,993
Bookkeepers ‘ 61 | 4,739
Cashiefs o L 114 1;535
Stenographers, Typists and Secretaries 179 74375
~ Sales VWorkers L | 816 10,966
Sale#men & Sale Checks ~ Retail Trade 684 10;239

Insurance and Real Estate Agents 63 257

1. Recommendations .
This report taken from the 1950 census of Population

21950 Census of Population, Volume II, Characteristics

of the Population, part 24, Mississippi, U.S. Department of
Commerce, Washington, D.C. Pages 24 and 180. :

*Table for Mississippi.



64.

presents'one important phase of the reason why the Negro;

in prder to improve and soliﬁify his economlic foundation in
busineSS; mist find means to train adequate:and essential
perSonnel; as well as to find means to acquire adeqﬁate capi-
tal. It follows that properly treined persons in accounting,
law; business administratibn; and_busineSé education in qual-
ity end quantity is recommended as a means to aid in elimi-
nating this disadvantage in business. Such properly trained
personnel could expana thelr organizaticns as far as any
other person in terms of dollars and quality service,

The 51st Annual Convention of the National Negro Busi-
ness League reported that in 1929 the Negro population was
11;891;143 and Orientals were 213;783; or a ratio of fifty
six Negroes to every one Griental‘B Yes the gross sales of
Orientals were $88;578;000 and the gross sales of Negroes
were $10l,146;000. This shows that 213;783 Orientals pro-
duced groés sales which was‘87% of the amount of gross sales
made by 11;891,143 Negroes. Lack of properly trained person-
nel and fun@s are some of the primary reasons for this situ-
ation.'k ; | ‘

Negroes of Mississippl are not yet in a position to get
a sizable share of the retail market; because of the lack of
trained 5usiness personnel and funds necessary for busilness

organization and growth. In 1950, only 1.5 per cent of account-

3Sudduth, Horace, The Report to the 5lst Annual
Convention of the National Negro Business League, Washington,
D.C, Page 5.
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ants were Negroes; 4 pér cent of the_lawyefs were Negrdes;
1.8 of finance; insurance and real estate personnel were Ne=
groess and 1.06‘per cent of the’bookkeepers in thevéntire
state ﬁere Eegroes! ‘The per~céﬁts are also‘similar for such-
necessary’ wcrkers as managers, salesworkers, stenographers,
secretaries and other proprietors, salaried and salfmemployed.4
It is true to every trained_person in business science
that no business organization can survive and. expand ﬁithout
a sound system of aégqnnting; in which the Negro‘business
community[have~an insufficientvnumber and most are lmproperly
trained. According to Mr. V.J. Thompson; nresideﬁt and founder
of the W, J. Thompson Inveatment Company the "tralts which
ghould be developed fully by our business personnel who de-'
sire to follow s business career are 1oyalty and cprrectness,
in addition to‘th@ibasic'skills. The baslc courses ﬁhich,are
essentiai for successful business careers are accounting,
real estate;'insurance; business 1aw; and finance.“- He also
stated: "Buéiness should be‘an integral part of our high
échool and college curriculums; as 8 means‘for providing‘the

5

necessary trained'business men," Proper trained persons in
corporate law eould also aid in eliminating this condition,
To participate 1n the business economy of this state,

the Negro business men must develop a sense of cooperation in

5interview with W J. Thompson, president of W. J.
Thompsgn Investment Company, Jackson, Mississippi April
21, 1956 , ; ,
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each persén and the sense of reliability in each prospective
business leader to the extent that the commnity can say:
"There 1s a man that we can trust."6 The treits of cooper-
ation and reliability; as well as adequate trained person-

nel in accounting; businesé?law;‘finance; statistics; mana ge-
ment; and other essential busineSS‘SkillS; are indlspensable
for the corporate and the cooperative forms of business or-
ganizations. To instsll and operate systems of the corporate
and cooperative forms of~businéss organizations require highly
trained minds; as well as other vital skills.* These are the
‘forms of business organizations recommended if the Negro busi-
ness men are to‘fully participate in a representative propor-
tional manner into the business economy of this state. These
business'forms; traits; end training are nesded to procure
adequate financial<suppoit; wnich is necessary for competition
and survival in a competitive business economy.

Mr. Horace Su&duth;,president of the National Negro
Business League; stated at the 52nd Convention: "With well-
financed and supported national and local economic organiza-
tions with functioning business-education and service pro-

grams, other minority groups have developed efficient and

6Interview with Attorney J. F. Estes, president of
The Veteran Benefit Association, Inc., Memphis, Tenressee,
April, 1955.

*The cooperative form ls emphasized at the present
time because it can be utilized best to acquire adequate initial
and working capital necessary for profitable operation and to
meet competition in s more favorable manner..
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competing businesses; which have (almost without limit) in-
tergrated them into the full business life of Americe. Their
suceess can be attributed to the adoption of programs that
unified;their»thinking ahd rerformance on their aconomic“
problems,“7 ¥r. Sudduth also stated in his speech to the
53rd Convention of the National Negro Business Lezgue in
Atlanta, Georgila in 1953: "The steady growth and success-
ful operations of our financial institutions particularly
our banks, 1ife insurance compenies and buillding and loan
assoclations are szt.enccuraging and & continuance of
their,progressior_sdccess ig absolutely necessary if we

hope to éstablish,a more effective end permanent economic
segurity."g These institutions can effectively serve as

a means of financing or providing the necessary caplital for
business organizations and operation;'as well as funds to
build homes;.housing projects and indﬁstries.* ‘This economic
strength and security; bhecause of an increased Negro popula-

tion and earning capacity, can and must be realized through.

7Sudduth Horace, President National Negro Busi-
ness League, Speech to the 52nd Convention, 1952, p. 4.

8Sudduth Horace, President, National Negro Busi-
ness League, upeech‘to the 53rd Convention, October 29-31,

1253, page 4.

o *Accordiny to the Sixth Annuzl Report of Banking
Institutions Owned and Qgerated by Negroes in 1943_ the total
assets were $31, 307 345, U.S. Degartmen of Cowmerce, Washing-
ton, D.C., 1948, pege 4.
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cooperative efforts, farm ownership, retail business owner-
ship, manufacturing and'the cwnership of wholesale and small :
manufacturinp business units. |

| Aecording to the returned questionnaires, 2% per cent
of the business owners had taken business coursea5 such &s
bookkeeping and general business; 37 per cent had not com-
pleted high ééﬁooi;yénd 62% pérncent hed not attended college.
The aVerage'ﬁraining‘Of busiheSSvownersfincluded in the ssmple
was 7.7 years of education. They hsd no kﬁowledge of merchan-
dise turnovers as a means of controlling purchases. One
owner had to borrow $30.00 per month for purchases énd a care-
ful anslysis of sales and expenée invoices revealed that her
monthly net loss was $30.00. Twenty-one per cent of the
csses studzed had no procedure or advertising methods, On
the basis of thils sample, it 1s readily apparent that such
owners can not Cdmpete with others who employ trained business
speclalists for every position necessary for a proper organized
internal business syStem. The drug store owners had taken
~ a general course in bookkeeping; which was a part Of their

training in pharmacy.@

‘Model Internsl Organization Chart

On the basis of this study the following internal or-
zanizations are recommended in order thet the owners may

compete in business in a more favorable manner:



1. Model System For ths Small Bingle Ownership or Partners ip*

Same training as re-
gquired by manager and
bookkeeper

Business Training

1.

2

3.

4.

5.

2e

Owner or
Ovmers

"&ﬁks

The equiva-

school bookkeeping or
one year of accounting
in college

The equivalent of one year
of business arithmetic.

The equivalent of one semes-
ter of business law, or one
vear of high school business

1aw‘

Some training in real estate .
banking and high school retailin

Training in office practice.

. Buslness Major or business minor.

High School business train-
ing, including at least a
course in record keeping.

Some training in retamling

or salesmanship

 One Full Tine
lent of two Manager and Bookkeeper
years of high : ,

lamd :
. 1

Prepare daily cash

~ reports.

2.

‘Prepare monthly bank
- reconcilation state-

ments.

‘3,

4.

. 5;

8.

Prepare quarterly

- financial statements.

‘Prepare seasoned bud-

gets including planned
sesgonal purchases

and sales.

Keep an effective fil~

‘ing system of current
- prices and supplies.

Carry adequate insur-
ance on stocks and/or
buildings.

Adequate controlling

accounts with creditors

and customers.

Prepare necessary forms
for operation.

8alesmen and Cashiers
(Number according to
business needs)

Delivery Men

#Thls model is recommended and planned by the writer
s & source of reference for buziness students and owners of
small business units.
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System for the Cooperative Business Oreaniza»

ess Cooperative Invegtment Clubs.

Primary Duties

2. WYodel Internal
tion and/cr Bugine
Training | L
¥embers
1. About the equiva-  (Owners)

lent of ten yesrs
of education in public
or private schools.

@ualificaticns snd Training

1. Elect Executive Committee

%eﬁﬁers.

-2, Elect President of organiza—

tion

ng;marv‘Dnties'

Executive
1. The~equivalent of one
year of trsining in
accounting on the college
‘level for at least one
member,

2. One lawyer. to sérve as
~ legel advisor for the organ-
1zation.

One member with a degree in
business administration or
business education.

4, Four members with practical busi—
negs experience.

Onebinternalr&uditor.

Committee 1.

Approve annual budgets
and reports svhmitted -
by‘the_president.

advise preéident on
1nvnsfment engd finaﬂcial
problems.

2,

5.
Buslifications , Primery Duties
- Presgident ‘ . ,
Recording dfembership 1. Serve as chairman of the
Secretary Secretary Executive Committee.

1. The equivalent of two 2. Lpprove all'contracts for
years of training in the organization.
gccounting on the col-
lege level. ‘ 3. Employ 211 personnel neces-

sary for the operation
~of the business.

4. Appoint members of all
comnittees except the
Executive Commlittee.

5. Approve reports from finance,

investment, constitution
committees and reports from
the company officers.
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Duties

1. Prepare forms for operation. General Manager
‘ ' ‘ (Degree in Business)
2. Recommend prospective ‘ Seeretary, Stenographer
employees to the presi- '
dent for employment.

Qualifications . » . . Duties

Treasurer
l. Degree in business with . 1. Serve as head of Account-
- training in accounting, ‘ ing Department and as the
tax accounting end in- ~ head accountant.

termediate accounting. :
' ’ 2, Financizl budgets are

» . : prepared under his super-

Assistant Accountant ~ vision and sapproved psy-

(In charge of Purchases) ments.

3i.Chairman of the finance
- committees

Agsistant Accountant
(In charge of szlssz, credit
and collection)

3. The internal orgaﬁizationrsystam for the corporate form of'
business could he similaf to the system for the éobperative
form; vi1th the exception that ownership would be invested in
stockholders;,and contrelled by a hoard of direetors. Other
officers, departmants;*and business employess would vary
acéording to thé size of the organization. As the business
expands; a business manager; and & persbnnel manager could
assume duties of the general manager. Two or more vice presi-
dents could assume a portion of the president's duties, The‘
sales and purchasing functions could be removed from.tbe account-
ing departmeht and installed as separate departments.

On the basis of thié survey and from tesching experience

with Negro students in the state, it is belleved that these
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recommendations, when applied; will provide an adequate busi-
ness foundation that 1s‘vital for economic growth and security
for any group or nation.} These recommendations are practical
because the problems of limited finance; inadequate business
training and business experience have been considered in de=-
tail, which can be readily ascertained from this study. It

is the primary intention ofﬁthis writer that this report§
which is a survey; will be used as an ald to and by Negro
business owners; buslness students; and prospective business

men and women operating or organizing business institutions.

4. Summary of Small Business Problems

The weight of evidence as presented by this thesis shows
that the lack of normal progress of Negro businesses is based
upon two important reasons:

1. The lack of sufficient funds for initial investment
and for operation; and

2. The lack of educstion in general; adequate business
education in particular and previous business exper-
ience. ,

According to this survey; (see summary chart) 45 per
cent of the cases studied were purchasing on weekly and/or
cash terms and selling to customers on terms up to 30 days.
This could easily lead to a shortage of cash necessary to
replace Inventory. If this trend continued; the ultimate
effect will be a decrease in the variety of goods available

for sale and fellure. It can also, for this reason, readily
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be predicted that if the situation is not improved;‘cash
sales will not be sdequate enough to produce enough current
funds to pay for expenditures‘as they bhecome due.

In 1950 the median income of Negro families in the South-
east was only $935; or less than 30 per cent of the median
income of %2;619 for all families in the United States.? 1In
%1391551ppi; the median income for whites is $l;614; for
Negroes.lo This fact 1s one of the reasons for the lack of
sufficient capital original investment and operation.

Since the level of income for Negroes is substantially
lower than national and state levels or averageg; they will
have to incresse their snnual income above their current
level before avallable funds can adequately be provided for
investments in business or other securities.

The problem of HNegro businesses relating to the adequacy
of funds, techniques of control and competition are similar
for all small businesses located in urban areas, In these
areas "the very’small enterprise is usually an individual
proprietorship financed onlytby theipersonal wealth‘of the
owner and by what loans heMis able to procure on his person-
al credit. Most small proprietors have small wealth and

1ittle credit, and his business often suffers for lack of

9Dr. Samuel Z. Westerfield Dean School of Business,
Atlanta University, HNegro Income-Emglcxment Patterns in the
Southeast Area.

loilo_s'o Census.-OP.CiT}.§ Pe 39.
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sufficient capital. Limited buylng power.is a disadvantage of
many independent limlited-line stores, il |
This statement is supported by the findings in this
thesis demonstrating the inédequacy of initial capital invest-
ment and the inability~to utilize long-term credit, as a mesns
of providing funds for working‘capitaI; One of the primary
reasons why the Small‘business unlts studiedthVe 1ittle
working capital is the inebility of the owners to retain
earniﬁgs out of current profits after salaries; the inability
to utilize long-term bank loans effectively; and the inability
to procure funds by using the investment market. This is
also thé primary probiem:of all small business units; For
this reason; the writer has presented problems which heﬂhopes
may be studied by small business‘owners; persons interested

in the growth of small business units, and business teachers

with benefieisl results.
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GENERAL SUMMARY CHART /
Grocery Date Cost of Het Origi~ Custom- Trade

Stores Entered  Proper- Profits nal* In- ers! Cred- Cred-
Businesc -ty or An- 1953 - vestment it Terms itors
o nual Rent (days) Terms
} " , » . - — - (days)
2 1952 300% 1,000 800 7 30
3 1955 ~  600* . - 2,000 6,000 30 - 7C*

4 1947 400 300 200 7-30 ’ Cash
7 1951 1000 . - 400 30 7
8 1954 360* - 300 7 7CHk

9 1954 1700 - 100 . 30 . 7 7

10 1944 1450 - 0 7 -

13 1949 - 750 et 0 - 7=30 7

14 1947 1000 487 500 30 7

15 1950 1800 . 144 75 30 . .7

19 1949 900* 752 No Record 7~30 : 7

20 - 1950 5000 - 7,800 7.7 30

21 1950 5500 - 300 30 7

22 1947 15000 - 200 7-30 7
Drug | o
Stores : : o :

1 1952 420% l 000 950 . 30 7
11 1944 2500 1, 800 4,000 30 30-60
12 1950 S00* 5, 745 5 000 30 30
16 1951 Inheritance = -3, OOG 30 -

17 ‘1934 4500 2,000 250 30 30
.24 1935 00* » 3, 460 1,000 30 ‘ 45
Dry
Goods o : .

6 1951 150 3,500 150 30 2/10

Bakery ' _

18 1951 600%* 0 No Report 30 30
afe :
23 1952 255 - 300 30 - Cash

Dry | :

Cleaner : : .

1927 . 900 2,586 100 30 ‘ 30
*Annual ¥Excluding
Rent Real Prop-
erty In-

vestment
Average Inveqtments - Grocery Stores
For Real Property $3 100
~In Stock ,600

Average Investments - Drug Stores
For Real Property %3 500

In Stock 700




GENERAL SUMMARY CHART (Continued)

6.

Groc~ Methods Financisl Inven~ Academ-~ Gener- Previ-
ery of Ad-  Statement tory  ie¢ Bus- al Educa- ous Bus-
Stores vertis- PFPreparation Turn- 1ness “tion High- 1iness
- ing over Train- est Grade Experi-
~ o ing Completed _ence
2 W &L - 2.3 None 12th None:
3 R&H CPA 1.2 Bookkeeper - Grocery
4 None - ' 1.0  None 8th None
7 N&L flo Record ~ -« (Gen. Bus. College (Grocery
. Course
8 - None W - None 4th None
9 None D - None 3rd Grocery
10 None - 8.0 None  ©8th None
13 None Tax Collector 8.0 None ~6th None
14 W 0 13.0 None 8th Clerk
15 W o 1.8 None 4th Upholster
19 o 0 1.0 None 8th None
20 H D 22,0 None 4th Grocery
21 - R&H W - Gen.Bus. College Grocery
22 R&H s - None ~12th None
Drug Stores :
1 None 0 -  Gen.Bus. College = [Kone
11 L 0 5.0 None Normal None
12 R&N 0 , 4,0  HNone Pharmacy Drug
: e | ' S Store
16 R&N Public Accountant4 0 Menagement Pharmacy Hotel
| ‘ : , : Accounting '
17 R&WN 0 6.0 None - Pharmascy None
24 N&H Q 4,0 None - Pharmacy Mgr.Drug
: - Store
Dry Goods ' v | |
L &H 0 1.4 Gen.Bus. College Sewing
Bsker ’
le N Notary Public 1.0 None College Bakery
afe : ,
23 N - -~ None 12th None
- Msatch B.
Dry Cleaner
f“% W - - None 12th None
W Window *0 Qwner Average rate of inventory
Display W Wife Grocery 9-12 times ~
L. Personal D Daughter Drugs 2~4’ times
Letters S Son
R Radio 1. Robinson and Haas, How to
H Hand Bllls Establish and 0perate a8 Re~
N Newgpapers tail Store, 1946, p. 57.
C Css
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