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THE IMPACT OF 

MARGIN ON THE 

PERFORMANCE OF 

TRADE COMPANIES 

IN SERBIA

As it is well known, one of the most important forms of profi t in trading 

companies is the gross margin. By its size it should be as such to cover total 

operating expenses (business costs) and to gain certain amount of profi t 

for the needs of further development and growth of the trading company. 

It is one of the “critical factors of business success” in trading enterprises. 

Based on the comparative analysis, in this article we have explored the 

impact of the gross margin on the performance of trade enterprises in 

selected countries (United States, European Union, Russia, China, 

Slovenia, Croatia and Bosnia and Herzegovina), with special emphasis 

on Serbia. It was concluded that the gross margin of trade in Serbia is at 

a lower level compared to many western countries, as well as Russia, and 

China. It was at about the same level as in Croatia, but higher than in 

Slovenia and Bosnia and Herzegovina. At a given level of gross margin 

profi t increase can be primarily achieved by reducing operating costs by 

applying “new business model” in the trade of Serbia.
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1. INTRODUCTION

 In trading business, gross margin is used 

to cover operating costs (business costs) and to achieve the targeted profi t. By 

its structural characteristics it is one of the “critical factors of business success” 

of trading companies. Gross margin is under the infl uence of numerous factors 

and varies among countries, trading companies, retail formats (types of store) and 

product categories (groups of goods, and the individual items) (O’Riordan, 1993; 

Potjes, 1993; Manser, 2005; Draganska et al, 2007; D’Arcy, 2012; Nowakowski, 

2016; Lovreta, 2016; Kuman 2017; Measuring up Retail Benchmarking Survey, 

PwC, www.pwc.com/ca/retail, March, 21, 2017). Th e signifi cant factors of size 

and structure of gross margins include increased use of modern concepts of cost 

management, information and communication technology, as well as the Japanese 

business model in trading enterprises. Th e direct eff ects of this we fi nd in reducing 

of operating costs, as one of the components of gross margin. At the same size of 

the gross margin this has resulted in an increase of profi ts in trading companies, 

that is retailers.

Th ere is a strong correlation between the gross margin and inventory turn-

over. Th is is indicated by empirical research in the retail sector (Gaur et al., 2014; 

Khan et al., 2016). Th e relationship between the size of gross margins and invento-

ry turnover is reverse. Th e larger the size of the gross margin the lower inventory 

turnover and vice versa. Th eir appropriate control, by using so-called strategic 

profi t model, can greatly aff ect the achievement of the targeted gross margin re-

turn on inventory. More effi  cient inventory management, at the same size of the 

gross margin (by increasing their turnover speed) can infl uence the increase of 

targeted gross margin return on inventory. Effi  cient management of the inven-

tory is achieved by the application of the just-in-time philosophy, the concept of 

product categories managing, as well as the concept of direct product profi tability 

(Berman, 2013; Levy, 2014, Končar et al., 2016ab). It is similarly with eff ective 

management of customers and suppliers (Trninic et al., 2011).

Extensive literature has been devoted to the analysis of effi  ciency of man-

agement of gross margin in trading enterprises, which has continuously explored 

the factors of the gross margin in trade of diff erent countries, regions, individual 

trading enterprises, sectors of trade (wholesale, retail, and motor vehicles), com-

mercial fi rms sizes (large, medium and small), retail formats (types of stores) and 
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product categories. Likewise, the eff ects of the application of “new business mod-

el” on gross margin, as a performance factor of trading companies, have been also 

investigated in this paper (Lukic, 2017). It especially considers the impact of the 

gross margin on the performance of trade in Serbia and selected countries.

In other words, the subject of the research in this paper is: the eff ects of 

gross margin on performance of trade in selected countries, with special insight 

into Serbia. Th e aim of analysis is to provide an appropriate basis for more effi  cient 

management of gross margin (with enhanced control of the key factors) in order 

to increase (target) profi t of the trade in Serbia, and it refl ects scientifi c and pro-

fessional contribution of this paper.

Th e main hypothesis of this study is that adequate control of the size and 

the structure of the gross margin can have enormous infl uence on the target prof-

it of trade enterprises. Th is particularly applies (in structural terms) on effi  cient 

management of operating costs, as a component of gross margin in “new business 

model” application.

Research methodology of the treated problems in this paper is based primar-

ily on a comparative analysis of the implementation of the strategic profi t model. 

To some extent, the statistical analysis has also been used (descriptive statistics 

and correlation).

For the purposes of this study we have collected empirical data from diff er-

ent comparable sources such as: literature, internet sources (websites of respective 

agencies, consulting fi rms, and retailers), and the Business Registers Agency of the 

Republic of Serbia. To a large extent, we have also used the original annual fi nan-

cial reports of global retailers and retail companies in Serbia.

2.  THE SIZE OF GROSS MARGIN IN TRADE OF 
SELECTED COUNTRIES

Under the infl uence of numerous factors, the size of the gross margin varies 

among countries (Goldberg, 2010). Due to this, we are going to carry out a com-

parative analysis of the size of gross margin in trade of selected countries (USA, 

European Union, China, Russia), with special emphasis on Serbia.

In the United States of America (USA), there is a well-organized of-

fi cial statistics of gross margin per trade sector (wholesale, retail). Based on 

this data, Table 1 reveals the size of the gross margin in wholesale in the Unit-
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ed States for 2015. (Gross margin is expressed as a percentage of sales: gross 

margin / sales).

Table 1: Gross margin in wholesale, the USA 2015

Gross margin, (%)

Wholesale 18,3

Durable goods 23,9

Non-durable goods 13,2

Source: U.S. Census Bureau, https://www.census.gov/wholesale/pdf/awts/historic/notic-

es/2015_Summary_of_Changes.pdf. (March 22, 2017)

In the US, gross margin in the wholesale trade in 2015 amounted to 18.3%. 

It diff ers in some product categories: durable goods and non-durable goods. It is 

signifi cantly higher for durable goods (23.9%) than non-durable goods (13.2%), 

which is in compliance with their nature.

Gross margin in retail is higher compared to wholesale in the United States. 

Th is is consistent with the character of their business. Within the retail sector, 

gross margin diff ers among certain product categories. Th e data in Table 2 show 

this.

Table 2: Gross margin of retail sales in the United States, 2015

Gross margin, (%)

Total retail 28,7

Motor vehicle and part dealers 18,7

Furniture and home furnishings stores 46,8

Electronics and appliance stores 30,2

Building material and garden equipment and 
supplies dealers

34,2

Food and beverage stores 27,9

Health and personal care stores 32,1

Gasoline stations 14,6

Clothing and clothing accessorise stores 45,8

Sporting goods, hobby, book, and music stores 41,7

General merchandise stores 27,2

Miscellaneous store retailers 48,0

Non-store retailers 40,1

Source: U.S. Census Bureau https://www2.census.gov/retail/releases/current/arts/gmper.

xls (March 22, 2017)
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In some product categories gross margin in the United States ranges from 

14.6% (Gasoline stations) to 48.0% (Miscellaneous store retailers). Th e average 

gross margin of 25 largest food retailers in the United State (US) in 2015 amount-

ed to 23.6% (Benchmark Data for US Food and Grocery Retail Industry - Solvoyo, 

https://www.solvoyo.com/benchmark-reports-us-retail-0-1) (March 24, 2017) . 

Such gross margin in retail is partly a refl ection of the level of development 

and living standards of the US population.

Gross margin in distributive trade (wholesale, retail trade and motor vehi-

cles) in Europe is infl uenced by many factors and diff ers across countries. Table 

3 is one comparative illustration of gross margin in the food retail in Europe and 

Turkey.

Table 3: Gross margin in food retail in Europe and Turkey, 2011 – 2015

Europe, (%) Turkey, (%)

2011 17,1 18,0

2012 17,5 18,8

2013 17,9 18,4

2014 17,4 18,0

2015 17,8 17,9

Source: Benchmarking Turkish Retail Supermarkets - Solvoyo, https://www.solvoyo.com/

benchmark-reports-turkey-retail-0 (March 24, 2017)

In Europe, gross margin (%) in food retail is greater than 17% (closer to 18%) 

and in Turkey than 18%. Gross margin in food retail is lower in Europe (2015 

- 17.8%) and Turkey than in the United States (2015 - 27.9%) (US Census Bu-

reau (https://www2.census.gov/retail/releases/current/arts/gmper.xls) (March 22, 

2017) and China (2015- 33.9%) of companies, DBS Vickers. According to China 

Consumer (Retail Grocery), Asian SparX Insights, 25. Nov. 2016. (https://www.

dbs.com/.../pdfController.page?...insights...grocer...) (March 17, 2017).

In the European Union, due to diff erences in the nature of business, gross 

margin rate diff ers among sectors of distributive trade (wholesale trade, motor 

vehicles trade and retail trade). Data in Table 4 show this.
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Table 4: Gross margin rate in distributive trade of the European Union, 2013

Gross margin (%)

Distributive trade 12,11

Wholesale 11,03

Motor vehicle trade 14,23

Retail trade 16,82

Note: Th e calculation performed by the author

Source: Eurostat

As observed by sectors of trade in 2013 in the EU, the largest gross margin 

was in retail trade. In the same year, it was higher in motor vehicles than in whole-

sale, which is logical considering the diff erences in the nature of their business. 

Gross margin of wholesale trade was lower than in overall distributive trade. Gross 

margin of distributive trade in European Union (2013 - wholesale of 11.03% and 

retail 16.82 %%) is lower than in the US (2015 - Wholesale 18.3% and retail trade 

28.7%) (US Census Bureau (https://www.census.gov/wholesale/pdf/awts/historic/

notices/2015_Summary_of_Changes.pdf.) (March 22, 2017). All in all, the trends 

shown by the size of the gross margin per sector of trade, is therefore, in accord-

ance with the nature of their business, and the economic performance in the Eu-

ropean Union.

Gross margin of the distributive trade is infl uenced by diff erent factors, and 

diff ers in some member countries of the European Union. Data in Table 5 clearly 

show this.

Table 5: Gross margin of distributive trade in the European Union, 2014

Gross margin, (%)

European Union (28) -

European Union (27) -

Belgium 19,41

Bulgaria 12,00

Czech Republic 13,63

Denmark 25,62

Germany 21,94

Estonia 13,63

Ireland 15,78
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Gross margin, (%)

Greece 24,57

Spain 22,40

France 21,62

Croatia 17,85

Italy 18,09

Cypress 20,00

Latvia 12,15

Lithuania 16,66

Luxemburg 16,19

Hungary 16,25

Malta -

Netherlands 19,23

Austria 20,49

Poland 11,20

Portugal 16,80

Romania 16,32

Slovenia 13,79

Slovakia 14,58

Finland 20,68

Sweden 21,72

United Kingdom 20,00

Island -

Norway 20,90

Switzerland 9,70

Ex Yugoslav Republics -

Turkey -

Bosnia and Herzegovina 14,20

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Gross margin 28 ,00 25,62 17,2357 5,08089

Valid N (listwise) 28

Note: Th e calculation performed by the author. Descriptive statistics were calculated by 

a software program SPSS

Source: Eurostat
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In the methodological sense, the gross margin of distributive trade (whole-

sale, retail trade and repair of motor vehicles) for each member state of the Eu-

ropean Union is calculated on the basis of the relationship between gross margin 

and turnover. In 2014 it ranged from 11.20% (Poland) to 25.62% (Denmark): on 

average, for the entire EU, it amounted to 17.23%. Gross margin rate in retail trade 

in the European Union (2013 - 16.82%) (Eurostat) is lower than in the United 

States (2015 - 28.7%) (US Census Bureau (https://www2.census.gov/retail/releas-

es/current/arts/gmper.xls) (March 22, 2017), China (2015 - 33.9%) (Companies, 

DBS Vickers. According to the China Consumer (Retail Grocery), Asian Insights 

Sparx, 25. Nov 2016. (https://www.dbs.com/.../pdfController.page?...insights...gro-

cer...) (March 17, 2017), and Russia (2014 to 26.02%) (Торговля в России 2015, 

Статистический сборник, Федеральная служба государственной статистики 

(Росстат), Москва, 2015). Th ese diff erences are partly the consequences of diff er-

ent degrees of implementation of “new business model”.

In order to provide more complex analysis of the size of the gross margin in 

trade (especially retail) per selected countries, Table 6 shows the trends in gross 

margin of food retailers in China for the period 2012 - 2015.

Table 6: Gross margin rate in food retail, China 2012 -2015

2012 2013 2014 2015
Gross profi t margin 30,5% 31,2% 33,0% 33,9%
EBIT margin 0,8% 0,1% 1,5% 1,7%
Net profi t margin -0,4% -1,6% 0,8% 1,1%

Source: Companies, DBS Vickers. According to the China Consumer (Retail Grocery), 

Asian Insights Sparx, 25.nov 2016 (https://www.dbs.com/.../pdfController.page?...in-

sights...grocer...) (March 17, 2017)

According to the data shown in the table it can be seen that the gross margin 

in food retailing in China ranges from 30.5% (2012) to 33.9% (2015). On average 

(for the analyzed period) it is 32.15%. It is thus higher than in the US (2015 - 27.9%) 

(US Census Bureau (https://www2.census.gov/retail/releases/current/arts/gmper.

xls) (March 22, 2017), Europe (2015 to 17.8%) and Turkey (2015 to 17.9%) (Bench-

marking Turkish Retail Supermarkets - Solvoyo, https://www.solvoyo.com/bench-

mark-reports-turkey-retail-0 (March 24, 2017). It covers all operating costs and 

achieves a certain profi t for the purpose of continuous development and growth of 

food retailers. In China, the participation of operating expenses in gross margin of 
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food retailers is high. To put it more simply, the eff ective management (reduction) 

of operating costs, by applying new concepts of cost management and Japanese 

business model, food retailers in China can increase profi ts at the same size of 

gross margin (Sorescu et al., 2011).

In relation to trade in the United States and the European Union, size and 

structure of gross margin of trade in Russia is specifi c. Data in Table 7 show this.

Table 7: Structure of gross margins of trade in Russia, 2013 and 2014

Motor vehicle trade Retail
2013 2014 2013 2014

Gross margin 11,04% 10,40% 26,50% 26,02%
Operating costs 8,52% 8,96% 24,65% 24,12%
Income 2,52% 1,44% 1,85% 1,90%

Note: Th e calculation performed by the author

Source: Торговля в России 2015, Статистический сборник, Федеральная служба 

государственной статистики (Росстат), Москва, 2015.

Gross margin in retail trade in Russia is lower than in the US, China, but 

higher than in the European Union. Trade in Russia as well as China, is charac-

terized by a high percentage of operating costs in the gross margin, that is sales 

revenue, whose reduction, with the same size of the gross margin, and application 

of new business models will signifi cantly increase profi ts (Sorescu et al., 2011). In 

other words, Russia’s trade is typical to spend signifi cant funds on improving the 

so-called “trading culture”.

3.  GROSS MARGIN SIZE IN RETAIL TRADE BY SECTORS 
 CATEGORIES OF PRODUCTS

Gross margin rate diff ers among trade sectors (forms, types), retail stores 

(mainly formed by product category or commodity group). Because of the impor-

tance of sector analysis, Table 8 shows the gross margin per individual product 

category. (In addition to the indication of gross margin of the retail per sector – 

product category, provided information could be used as “standard” for the com-

parative analysis, benchmarking.)
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Table 8: Gross margin in retail trade, by sector, 2016

Sector Gross margin, (%), (4 Quarter)

Clothes retail 18,15

Internet, Mail order & Online shops 31,48

Department retail & Discount retail 29,38

Pharmacy services & Retail drugstore 4,84

Grocery stores 20,04

Home improvements 37,49

Specialty retail 52,66

Technology retail 19,07

Automotive aftermarket 16,37

Wholesale 12,9

Source: SCI market com, http://csimarket.com/Industry/Industry_Profitability.

php?s=1300 (March 23, 2017)

Th e data in the table show that the gross margin per sector in retail ranges 

from 4.84% (Pharmaceutical Services & Drugstore) to 52.66% (Specialty retail). 

Generally speaking, the gross margin was lower in wholesale than in retail in all 

product categories, except for pharmaceutical services and drugstores. Th is is con-

sistent with the very nature of their business.

In the retail, gross margin varies in individual companies. Table 9 illustrates 

gross margin of food retailers (grocery stores).

Table 9: Gross margin of selected grocery retailers, 2016

Company Gross margin (%), (4 Quarter)

Chefs Warehouse, Inc. 26,09

Core-mark Holding Company, Inc. 5,19

Crystal Rock Holdings, Inc. 52,52

Amcon Distributing Co 5,91

Dominos Pizza Inc 30,69

Agrieuro Corp. 57,77

Ingles Markets Inc 24,12

Kroger Co 22,23

Supervalu Inc 13,55

Weis Markets Inc 16,22

Source: SCI market com, http://csimarket.com/Industry/Industry_Profi tability.php?s=

1300 (March 23, 2017)
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Th erefore, grocery retailers have diff erent gross margin. For example, in the 

company Kroger Co. it amounts 22.23%, while in Supervalu Inc 13, 55%. All in all, 

gross margin diff ers in individual sectors of trade (wholesale and retail), within 

one sector per individual product categories and companies. It is infl uenced by the 

size of the wholesaler and retailer, competition, location, logistics, the use of “new 

business model” and other factors.

4.  THE DYNAMICS OF THE GROSS MARGIN SIZE OF 
SELECTED RETAILERS

Th e dynamics of the gross margin diff ers amid global retailers, as shown by 

the data in Table 10. Th ese diff erences are conditioned by their size, location, type 

of business (type of stores and product categories), competition, implementation 

of new business models, the concept of sustainable development, new information 

and communication technologies, and other factors. 

Table 10: Dynamics of gross margin of selected retail companies, 2012 – 2016

Dec 31, 
2016

Dec 31, 
2015

Dec 31, 
2014

Dec 31, 
2013

Dec 31, 
2012

Amazon.com Inc. 35,09% 33,04% 29,48% 27,23% 24,75%

Costco Wholesale Corp. 11,35% 11,09% 10,66% 10,62% 10,55%

eBay Inc. 77,65% 79,39% 67,98% 68,62% 70,04%

Home Depot Inc. 34,19% 34,81% 34,75% 34,57% 34,47%

Lowe's Cos. Inc. 34,82% 34,79% 34,59% 34,30% 34,56%

Netfl ix Inc. 31,72% 32,27% 31,83% 29,52% 27,25%

Target Corp. 29,53% 29,39% 29,53% 29,73% 30,10%

TJX Cos. Inc. 28,79% 28,55% 28,51% 28,43% 27,33%

Wal-Mart Stores Inc. 24,58% 24,29% 24,31% 24,38% 24,50%

Source: Profi tability Analysis, https://www.stock-analysis-on.net/NASDAQ/Company/

Amazoncom-Inc/Ratios/Profi tability#Gross-Profi t-Margin (March 24, 2017)

In the reporting period gross margin of the retailer Wal-Mart Stores Inc is 

constant (slightly higher than 24%). Th is is not the case with all observed retailers. 

For example, gross margin at the retailer Costco Wholesale Corp. has moderate 

increase in the analyzed period. Displayed dynamics in gross margin rate conse-

quently refl ected on the performance of analysed retailers.
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5.  THE CHARACTERISTICS OF SIZE AND STRUCTURE 
OF THE GROSS MARGIN IN TRADE OF SERBIA

Th e trade in Serbia is one of the major generators of performance of the 

overall economy. Th e data in Table 11 clearly show this.

Table 11: Th e impact of trade on the performance of the overall economy in 

Serbia, 2015

Percent

Share of trade in total revenue of Serbian 
economy

33,64%

Share of trade in total number of enterprises 
in Serbian economy 

34,41%

Share of trade in total number of employees 
in Serbian economy 

19,70%

Note: Th e calculation performed by the author

Source: Business Registers Agency of the Republic of Serbia

In 2015, trade participated in total revenues of the Serbian economy with 

33.64%, in the total number of enterprises of the Serbian economy with 34.41% 

and in the total number of employees of the Serbian economy with 19.70%. Th ere-

fore, its participation in the creation of added value of the Serbian economy is 

enormous. For these reasons it is very important to perform complex analysis of 

factors of size and structure of gross margin in trade in Serbia and compare it with 

other markets (US, Europe, European Union, China, Russia, Slovenia, Croatia and 

Bosnia and Herzegovina). On this basis, appropriate measures could be taken to 

improve the effi  ciency of managing gross margin and, therefore, the achievement 

of the target profi t of trading enterprises in Serbia. Th is will have a positive impact 

on the creation of added value of the total economy in Serbia.

Th e determinants of the size and structure of the gross margin in Serbia are 

specifi c in relation to the other (above analyzed) comparable countries (Lukic, 

2011, 2012, 2013a, b, 2014 b, 2015a, b, c, d, e, f; Lukic et al., 2014). Table 12 shows 

the gross margin rate, operating costs and operating profi t of trade in Serbia for 

the period 2013–2015 (all rates are expressed from sales revenue). Figure 1, for the 

same observed period, shows the dynamics of gross margin, operating costs and 

operating profi t of trade in Serbia.
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Table 12: Structure of gross margin (as a percentage of sales revenue) of trade 

in Serbia, 2013–2015

Gross margin, (%) Operating costs, (%) Business profi t, (%)

2013 20,45 16,43 4,02

2014 17,41 14,74 2,67

2015 17,57 15,08 2,49

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Gross margin, (%) 3 17,41 20,45 18,4767 1,71083

Operating costs, (%) 3 14,74 16,43 15,4167 ,89389

Business profi t, (%) 3 2,49 4,02 3,0600 ,83624

Valid N (listwise) 3

Note: Th e calculation performed by the author. Descriptive statistics was performed by 

using SPSS statistical software.

Source: Business Registers Agency of the Republic of Serbia

Figure 1: Th e dynamics of gross margin, operating costs and operating 

profi t of trade in Serbia

Note: Picture of the author

Source: Business Registers Agency of the Republic of Serbia

In Serbian trade (for the period 2013 - 2015) the average margin was 18.47%, 

the average operating costs amounted to 15.41%, and the average operating profi t 
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amounted to 3.06%. Operating costs (operating expenses) of trade in Serbia were 

lower than in China and Russia.

In Serbian trade there was positive correlation between the gross margin, on 

the one hand, and operating costs and business profi ts, on the other and, likewise, 

between operating expenses and operating profi t (Table 13). However, statistical 

signifi cance was not met (p > 0,05). All this indicates that the gross margin can be 

a signifi cant factor of profi t in trade of Serbia. Th e target profi t of trade in Serbia 

can be achieved by adequate management of gross margin. Th e similar could be 

achieved, with the same gross margin, by more eff ective management of operat-

ing costs. Optimized operating costs and target profi t of trade in Serbia can be 

achieved by the application of “new business model”.

Table 13: Th e correlation of gross margin, operating costs and operating profi t 

of trade in Serbia

Correlations

Gross 
margin

Operating 
costs

Business 
profi t

Gross 
margin

Pearson Correlation 1 ,990 ,988

Sig. (2-tailed) ,092 ,098

N 3 3 3

Operating 
costs

Pearson Correlation ,990 1 ,956

Sig. (2-tailed) ,092 ,190

N 3 3 3

Business 
profi t

Pearson Correlation ,988 ,956 1

Sig. (2-tailed) ,098 ,190

N 3 3 3

Note: Th e calculation performed by the author. Correlation analysis was performed by 

using SPSS statistical software.

Source: Business Registers Agency of the Republic of Serbia

In order to provide more complex analysis of gross margin in trade of Serbia, 

that is more realistic response to the question whether it is higher or lower to the 

trade of comparable countries, as well as the “standard”, Table 14 gives an overview 

of (comparative analysis) gross margin rate in Serbian trade and selected countries 

(particularly countries of the region) for 2014.
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Table 14: Gross margin in Serbian and trade of selected countries, 2014

Gross margin, (%)

Denmark 25,62

Germany 21,94

Ireland 15,78

France 21,62

Croatia 17,85

Italy 18,09

Hungary 16,25

Netherlands 19,23

Austria 20,49

Romania 16,32

Slovenia 13,79

United Kingdom 20,00

Bosnia and Herzegovina 14,20

Serbia 17,41

Note: Th e calculation performed by the author

Source: Eurostat and the Business Registers Agency of the Republic of Serbia

According to the data, gross margin in Serbian trade is lower compared to 

Denmark, Germany, France, Italy, the Netherlands, Austria, and the United King-

dom, at about the same level as that of the trade in Croatia, and it is higher than 

the trade in Ireland, Hungary, Romania, Slovenia and Bosnia and Herzegovina. 

Such size of the gross margin is in line with the macroeconomic performance of 

the overall economy and the living standards of the population in Serbia. Th e trade 

in Serbia is able to cover from it all the costs and achieve a certain profi t for the 

purpose of continuous growth and development.

Th ere is a strong correlation between inventory turnover and gross margin. 

Th is is indicated by a number of empirical researches carried out in the retail 

sector of the developed market economies, and in others (Gaur et al., 2014; Khan 

et al., 2016). In other words, gross margin is signifi cantly aff ected by inventory 

turnover in trade. Th e relationship between them is reverse – the higher inventory 

turnover, the lesser gross margin and vice versa. Given that, Table 15 and Figure 2, 

is in the form of strategic profi t model, show the gross margin, inventory turnover 

coeffi  cient, and gross margin return on inventory in Serbian trade for the period 

2013 - 2015.
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Th e strategic profi t model indicates the determinants of gross margin return 

on inventory. It refl ects its special character, which in mathematical form goes as 

follows:

According to the present strategic profi t model, there are two key fac-

tors: gross margin return from sales revenue and inventory turnover. Th eir ade-

quate control may aff ect the achievement of the targeted gross margin return on 

inventory.

Table 15: Th e strategic profi t model: gross margin return on inventory in trade 

of Serbia, 2013–2015

Gross 
margin, (%)

Inventory turnover 
ratio

Gross margin return 
on inventory, (%)

2013 20,45 6,00 122,70

2014 17,41 6,44 112,12

2015 17,57 5,66 99,44

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Gross margin (%) 3 17,41 20,45 18,4767 1,71083

Inventory turnover ratio 3 5,66 6,44 6,0333 ,39107

Gross margin return on 
inventory, (%)

3 99,44 122,70 111,4200 11,64579

Valid N (listwise) 3

Note: Th e calculation performed by the author. Descriptive statistics was performed by 

using the statistical program SPSSSource: Business Registers Agency of the Republic of 

Serbia

It is, therefore, typical for the trade of Serbia that in the reporting period 

gross margin return on inventory has been decreasing. It was due to a decrease in 

gross margin return from sales revenue, as well as inventory turnover.

Correlation analysis carried out (in Table 16) shows positive infl uence of the 

gross margin return from sales revenue and moderate eff ect of inventory turnover 

ratio on gross margin return on inventory. Th ere is negative infl uence of inventory 

turnover speed on gross margin return from sales revenues. However, statistical 

signifi cance was not met (p > 0,05). By increasing the effi  ciency of inventory in-

vestments, gross margin return on inventory can be increased in trade of Serbia. 
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Th is can be achieved by applying new business models, modern concept of cost 

management, information and communication technology, the concept of sustain-

able development and the Japanese business model.

Figure 2: Th e strategic profi t model: Gross margin return on inventory

Note: Picture of the author

Source: Business Registers Agency of the Republic of Serbia

Table 16: Correlation analysis of the eff ectiveness of managing gross margin 

and inventory in trade of Serbia

Correlations

Gross 
margin

Inventory 
turnover ratio

Gross margin 
return on inventory

Gross margin 

Pearson Correlation 1 -,120 ,812

Sig. (2-tailed) ,923 ,396

N 3 3 3

Inventory 
turnover 
ratio

Pearson Correlation -,120 1 ,481

Sig. (2-tailed) ,923 ,681

N 3 3 3

Gross margin 
return on 
inventory

Pearson Correlation ,812 ,481 1

Sig. (2-tailed) ,396 ,681

N 3 3 3

Note: Th e calculation performed by the author. Correlation analysis was done by using 

the SPSS statistical software

Source: Business Registers Agency of the Republic of Serbia
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According to the present strategic profi t model, business profi t return on 

inventory is a function of business profi ts return from sales revenue and inventory 

turnover. By eff ective control of the relevant factors, the achievement of targeted 

business profi t return on inventory may be infl uenced. Table 17 shows the strategic 

profi t model: business profi t return on inventory of trade in Serbia for the period 

2013 - 2015.

Table 17: Strategic Profi t Model: Operating profi t return on inventory in Ser-

bian trade, 2013 - 2015

Business profi t, (%)
Inventory 

turnover ratio
Business profi t return 

on inventory (%)

2013 4,02 6,00 24,12

2014 2,67 6,44 17,19

2015 2,49 5,66 14,09

Note: Th e calculation performed by the author

Source: Business Registers Agency of the Republic of Serbia

Th e trade of Serbia is typical of reduction of the business profi t return on 

inventory in the reporting period. Th is is caused by alternating reduction of op-

erating profi t return on sales revenue and inventory turnover ratio. Th us, by in-

creasing inventory turnover ratio it can be, among other things, infl uenced on the 

achievement of targeted operating profi t return on inventory in Serbian trade. Th is 

can be achieved by using the Japanese business inventory philosophy Just-in-Time 

and radio frequency identifi cation.

In order to provide deeper insight into the character of gross margin for 

the achievement of targeted performance we will provide an analysis of the gross 

margin of selected trading companies in Serbia. Table 18 presents the relevant in-

dicators of the effi  ciency of managing gross margin, inventory and operating profi t 

of selected retailers in Serbia in 2015.

 

In order to provide more complex analysis of the eff ects of the gross margin 

management, inventory and business profi t it is important to identify business 

profi t return on inventory, in the form of strategic profi t model, especially this, 

because the operating profi t is the component of gross margin. Given strategic 

profi t model is mathematically expressed as follows:
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Table 18: Gross margin of selected retailers in Serbia, 2015
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Mercator-S 12,27 1,43 8,14 99,87 11,64

Delhaize Serbia 22,31 4,54 9,79 218,41 44,44

Nelt Co. 7,91 2,82 13,51 106,86 38,09

Knez Petrol 4,62 1,08 58,19 269,41 62,84

OMV Srbija 11,95 3,20 28,62 342,00 91,58

Note: Th e calculation performed by the author

Source: Business Registers Agency of the Republic of Serbia

Based on the data presented in the table, we can conclude that the gross 

margin of retailers in Serbia is lower compared to many other global particularly 

food retailers. For example, in 2015 the gross margin of Delhaize Serbia amounted 

to 22.31% and 24.29% WalMart. Th is is in line with the macroeconomic perfor-

mance of the overall economy and the living standards of the citizens in Serbia 

(which is signifi cantly lower in comparison to countries with developed market 

economy). In Serbia, the gross margin is higher among food retailers (Mercator-S 

and Delhaize Serbia) than fuel and oil derivatives (Knez Petrol and OMV Serbia). 

Th e inventory turnover ratio is higher for fuel and oil products than food retailers. 

In this respect, the situation is the same for distribution services retailers, logistics 

(Nelt Co.), which is in tune with the nature of their business. All in all, type of 

goods determines the size and structure of gross margin to a large extent, because 

their turnover speed is diff erent. By matching the size of gross margins and inven-

tory turnover target profi t (of analyzed) retailers in Serbia can be achieved, with 

maximum customer satisfaction.
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6. CONCLUSION

Th e research in this paper has shown that the gross margin is very signifi cant 

factor in the performance of trade enterprises in all countries, including Serbia. 

In terms of the size of the gross margin it should be as such that it can cover all 

operational costs and make some profi t. Th e size of the gross margin is determined 

by many factors, such as the size of the wholesaler and retailer, the type of trade 

(wholesale, retail), the type of store, location, competition, product categories, ap-

plication of new business models etc.

Under the infl uence of these and other factors, the gross margin of trading 

companies diff ers among countries. Th us, for example, the gross margin of trade in 

Serbia is lower than in the US, Europe, the leading countries of the European Un-

ion, Russia, China, on the same level as in Croatia, and higher compared to trade 

in Slovenia and Bosnia and Herzegovina. Regarding the international position of 

trade in Serbia in terms of the size of the gross margin, in order to increase profi t 

is necessary to make some reduction in operating costs that are covered by it. Th is 

can be achieved, with the greater application of new business models, information 

and communication technology, the concept of sustainable development (green 

economy, green logistics, renewable energy sources), new concepts of cost man-

agement (costing at basic activities, by managing the value of the trade company, 

target costs, customer relationship management, etc.) and Japanese concepts of 

operations.
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Rezime

Kao što je poznato, jedan od najvažnijih oblika zarade u trgovinskim 

preduzećima je bruto marža. Po svojoj veličini ona treba da je tolika da se iz 

nje mogu pokruti operativni troškovi (troškovi poslovanja) i ostvariti izvestan 

profi t za potrebe daljeg razvoja i rasta trgovinskog preduzeća. Ona spada u 

„kritične faktore poslovnog uspeha” u trgovinskim preduzećima. U ovom radu, 

imajući u vidu značaj, na bazi komparativne analize istražen je uticaj bruto 

marže na performanse trgovinskih preduzeća po selektivnim zemaljama (SAD, 
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Evropska unija, Rusija, Kina, Slovenija, Hrvatska i Bosna i Hercegovina), sa 

posebnim osvrtom na Srbiju. Pritom je zaključeno da je bruto marža trgovine u 

Srbiji na nižem nivou u odnosu na mnoge Zapadne zemlje, Rusiju, i Kinu. Ona 

je na približno istom nivou kao u Hrvatskoj, ali je veća u odnosu na Sloveniju 

i Bosnu i Hercegovinu. Pri datom nivou bruto marže povećanje profi ta može 

se ostvariti prvenstveno smanjenjem operativnih troškova primenom „novih 

poslovnih modela” u trgovini Srbije.
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