
RETAILING AND GROSS MARGIN PERCENTAGE

Gross margins at retail are measured by the total percentage of profit generated by each item sold. For example, a
"Forbes" magazine study noted that.

Calculating Gross Margin Determine net sales by subtracting returns from your gross receipts. Example
Suppose you sell electric bread makers that you import from Japan. Good question. In our example, we are
comparing similar ticket averages, just higher margins. Later I opened a small chain of shoe stores and we had
a profit margin of 50 percent. Consumers can afford to be frugal and picky when it comes to discretionary
items, as they make decisions quickly, and can often change their minds and return purchases without
consequence. Compare Investment Accounts. For example, a "Forbes" magazine study noted that warehouse
chain Costco generated margins of about  He became a member of the Society of Professional Journalists in  If
you mark up items too much, you may achieve strong per-unit margins, but your overall sales volume is likely
to be low. The bargaining power of a retailer relative to its vendors impacts its retail margin as well. It is
important to specify which method you are using when you refer to a retailer's profit as a percentage.
Low-cost foreign competition has also made it tough on retailers. The result is the dollar amount of your gross
profit margin. When you express this as a percent, then it's considered the gross profit margin. References
Entrepreneur: Demystifying Profit Margins and Margins About the Author Neil Kokemuller has been an
active business, finance and education writer and content media website developer since  Calculating markup
is essentially the inverse of calculating retail margin. Gross Profit Margin You calculate your gross profit by
subtracting cost of goods sold from net sales. These two methods give different percentages as results, but
both percentages are valid descriptions of the retailer's profit. But the "Forbes" study speculated that Tiffany's
and other retailers who keep prices high to generate high margins "may be sacrificing long-term growth for
short-term profits" and run the risk of having customers migrate to other retailers that offer lower prices. Gross
margin allows you to track how much money you have to pay in operating expenses and allow for making a
profit. Kokemuller has additional professional experience in marketing, retail and small business. Gross
margin also serves as the basis for calculating net profit margin. Significance of Low Retail Margins Most
major retailers that hope to successful need to have a high sales volume. Retail products have variable
margins, even within the same store or department. High-profit margins mean sales can be lower and still
make the same amount of money. For a retailer it will be their markup over wholesale. It also allows you to
determine if prices are high enough to cover cost of goods plus operating expenses, and still leave room for
profit. Net Profit Margin Net profit margin is another term you will hear accountants use.


