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INDUSTRY SYNOPSIS 

NAICS 424000 - MERCHANT WHOLESALERS, 
NONDURABLE GOODS 

   
 

1.  SCOPE OF STUDY 
 
 

A.  Industry Definition 
 
The Wholesale Trade sector comprises establishments engaged in wholesaling merchandise, generally 
without transformation, and rendering services incidental to the sale of merchandise.  Industries in the 
Merchant Wholesalers, Nondurable Goods sub-sector arrange on their own account for the purchase and 
sale of capital or nondurable goods to other businesses.  Nondurable goods are new or used items 
generally with a life expectancy of less than three years. Nondurable goods wholesale trade 
establishments are engaged in wholesaling products, such as paper products, apparel, footwear, 
groceries, farm products, petroleum and petroleum products, alcoholic beverages, books, magazines, 
newspapers, flowers and nursery stock, and tobacco products. 
 
The 2002 NAICS definition indicates a major change from the 1997 definition for the Wholesale Trade 
Sector.  Merchant wholesalers in NAICS 2002 are defined to include those establishments that buy or 
sell goods on their own account.   The key characteristic of wholesale establishments included in sub-
sector 424 is retaining title to the goods being sold.  Under the NAICS 2002 definition, wholesale 
electronic markets and agents and brokers were separated from merchant wholesalers.  Electronic 
markets and agents and brokers are in a separate subsector from merchant wholesalers because they do 
not take title to the goods.   
 
Also included as nondurable goods wholesale merchants are sales offices, and sales branches, (but not 
retail stores) maintained by manufacturing, refining, or mining enterprises, apart from their plants or 
mines for the purpose of marketing their products.   
 
The wholesaling process is an intermediate step in the distribution of merchandise.  Wholesalers are 
organized to sell or arrange the purchase or sale of (a) goods for resale (i.e., goods sold to other 
wholesalers or retailers), (b) capital or nondurable non-consumer goods, and (c) raw and intermediate 
materials and supplies used in production.  In addition, wholesalers may perform sorting, packing, 
labeling, and other marketing services.  
 
Wholesalers sell merchandise to other businesses and normally operate from a warehouse or office.  
These warehouses and offices are characterized by having little or no display of merchandise.  In 
addition, neither the design nor the location of the premises is intended to solicit walk in traffic.  
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Wholesalers do not normally use advertising directed to the general public.  Customers are generally 
reached initially via telephone, in-person marketing, or by specialized advertising that may include 
Internet and other electronic means.  Follow-up orders are either supplier-initiated or client-initiated, 
generally based on previous sales, and typically exhibit strong ties between sellers and buyers.  In fact, 
transactions are often conducted between wholesalers and clients that have long-standing business 
relationships. 
 
According to the 2002 North American Industry Classification System (NAICS) sub-sector 424, 
Merchant wholesalers-Nondurable Goods constitutes one of three aggregations within the NAICS Sector 
42, Wholesale Trade.  The other two aggregations within wholesale trade include NAICS sub-sector 
423, Merchant Wholesalers Durable Goods and NAICS sub-sector 425, Wholesale Electronic Markets 
and Agents and Brokers.  Using data from the 1997 Census of Wholesale Trade, NAICS 424- Merchant 
Wholesalers Nondurable Goods comprise 46% of all wholesale trade sales.     
 
Wholesalers act as marketing intermediaries that neither produce nor consume the finished product, but 
instead sell to retailers, other merchants, and /or to industrial, institutional, and commercial users or 
other institutions that use the product for mostly resale. There are some situations whereby the sale of an 
item is to the final consumer especially if the product is used for business purposes in the physical 
construction of a product.  Wholesalers buy large quantities, usually from manufacturers or other 
wholesalers, and sell them in smaller quantities to retail businesses, governments, other wholesalers, or 
industrial customers.  Merchant wholesalers are the most prevalent type of wholesale entity. Merchant 
wholesalers take title to the goods that they distribute buying and selling goods on their own account.  
An exception with regard to taking title and being classified within this industry applies to the 
nondurable goods manufacturer’s sales and branch offices where title to the goods that they sell may 
remain with the manufacturer until the sale is completed.    
 
For the purposes of this synopsis, the party that a wholesaler purchases from will be called the 
“supplier” and the party sold to will be referred to as the “next level buyer” or simply “buyer.” 
 
Nondurable goods merchant wholesalers was sampled by the three-digit 424 and will be collected by 
three digit NAICS.  Therefore, in order for a sample unit to be included it must simply be engaged in the 
wholesaling of nondurable goods in general and not any specific 6-digit nondurable goods industry. 
  
NAICS 424000 includes the following six-digit NAICS industries: 
 
NAICS Industry Name 
424110 Printing and Writing Paper Merchant Wholesalers 
424120 Stationery and Office Supplies Merchant Wholesalers 
424130 Industrial and Personal Service Paper Merchant Wholesalers 
424210 Drugs and Druggists’ Sundries Merchant Wholesalers 
424310  Piece Goods, Notions, and other Dry Goods Merchant Wholesalers 
424320 Men’s and Boys’ Clothing and Furnishings Merchant Wholesalers 
424330 Women’s, Children’s, and Infants’ Clothing and Accessories Merchant Wholesalers
424340 Footwear Merchant Wholesalers 
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424410 General Line Grocery Merchant Wholesalers 
424420 Packaged Frozen Food Merchant Wholesalers 
424430 Dairy Product (except Dried or Canned) Merchant Wholesalers 
424440 Poultry and Poultry Product Merchant Wholesalers 
424450 Confectionery Merchant Wholesalers 
424460 Fish and Seafood Merchant Wholesalers 
424470 Meat and Meat Product Merchant Wholesalers 
424480 Fresh Fruit and Vegetable Merchant Wholesalers 
424490 Other Grocery and Related Products Merchant Wholesalers 
424510 Grain and Field Bean Merchant Wholesalers 
424520 Livestock Merchant Wholesalers 
424590 Other Farm Product Raw Material Merchant Wholesalers 
424610 Plastics Materials and Basic Forms and Shapes Merchant Wholesalers 
424690 Other Chemical and Allied Products Merchant Wholesalers 
424710 Petroleum Bulk Stations and Terminals 
424720 Petroleum and Petroleum Products Merchant Wholesalers 
424810  Beer and Ale Merchant Wholesalers 
424820  Wine and Distilled Alcoholic Beverage Merchant Wholesalers 
424910 Farm Supplies Merchant Wholesalers 
424920 Book, Periodical, and Newspaper Merchant Wholesalers 
424930 Flower, Nursery Stock, and Florists’ Supplies Merchant Wholesalers 
424940 Tobacco and Tobacco Products Merchant Wholesalers 
424950 Paint, Varnish, and Supplies Merchant Wholesalers 
424990 Other Miscellaneous Nondurable Goods Merchant Wholesalers 
         
Determining whether a sample unit is classified in wholesaling or manufacturing can sometimes be 
difficult. Establishments in the manufacturing sector are engaged in the transformation of materials into 
new products as their output is a new product.    Wholesalers generally are engaged in breaking of bulk 
and redistribution in smaller lots, including packaging, repackaging, or bottling of products or 
chemicals, customized assembly of computers, mixing paints to order, and cutting metals to customer 
order.  In these types of services, the wholesaler produces a modified version of the same product, not a 
new product.  These activities are generally considered incidental to the sale of the good.       
Sample units that were sampled in a mining or a manufacturing industry could potentially be 
misclassified into wholesale trade.  Recall from the Data Collection Manual (Doc 1.9), there are a 
number of criteria that a sample unit must meet in order to be classified as a manufacturer. Previously, if 
all criteria were not met, the SU was given a status code of 44 – Out of Scope - not measurable. Now 
that wholesale trade is in scope of the PPI, there is a distinct possibility that a unit sampled in a 
manufacturing industry would now be collected in wholesale trade. In general, jobbers (which, in fact, is 
another word for wholesaler), as described in the DCM (Doc 1.9) that do not own the key material 
inputs used to fabricate the final product and/or do not design or prototype the product (or are not 
licensed to manufacture the proprietary good) should be collected as a wholesale trade sample unit.  
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***Important Note Regarding Classification of Wholesale Trade Industries*** 
 
Classification of sample units for wholesale trade industries will be based on plurality of 
margin/commission revenue (not sales) according to the six-digit NAICS that will be published by 
the PPI. The six-digit NAICS that will be published are 423000 – Merchant Wholesalers, Durable 
Goods, 424000 – Merchant Wholesalers, Nondurable Goods, and 425120 – Wholesale Trade 
Agents and Brokers.  Note that the collection of NAICS 425110, Business to Business Electronic 
Markets has been delayed indefinitely. 
 
GUIDELINES FOR CLASSIFICATION WITHIN NAICS 424000 (See ISQP for additional information) 
 
Classification of the sample unit by three digit NAICS 
 
Sample units will be classified in the wholesale trade industries by the three digit NAICS. Therefore, 
although a sample unit may have production across a number of nondurable goods industries according 
to the 2002 NAICS, it is only necessary that a plurality of revenue be in nondurable goods to be included 
in NAICS 424000.  There is no classification necessary below the three-digit, except where a 
determination must be made whether a SU is in the B2B electronic market industry (NAIC 425110) or 
in the Agents and brokers industry (NAIC 425120).  
 
Classification of manufacturing activity for wholesale trade sample units 
 
It is common for some manufacturing activity to take place at wholesale trade establishments. In most 
cases, the activities are separable. Records, revenues, and employees are generally separable by 
wholesale activity and manufacturing activity. The units should be treated as separate Profit Maximizing 
Centers (PMCs) when this occurs. If the wholesale organization sells a manufactured product made by 
the parent company, an intra-company transfer price should be collected as the supply source price. 
 
As previously stated, most situations should allow for a separation of wholesaling activity from 
manufacturing activity. In those cases that do not, a manufactured item is considered an other receipt 
and no supplier price is collected. 
 
Classification of retail activity 
 
The NAICS system classifies any units with retail selling space as retail regardless of the amount of 
activity. There will be no transactions that are classified as retail trade activity in wholesale trade 
industries. While it may be possible for a consumer to make a purchase on a walk in basis at a wholesale 
facility, these transactions are considered wholesale activity. They should be collected as primary even if 
the margin realized is different for the walk in traffic. 
 
Classification of nondurable goods manufacturers’ sales and branch offices 
 
Nondurable good manufacturers’ sales and branch offices are included in the nondurable goods 
wholesale trade industry, even though their prices may be set by the manufacturing arm of the company. 



 

 6 NAICS 424000 
  

Manufacturers’ sales branches and sales offices engaged in selling tangible products for other than 
personal or household consumption are classified as operating establishments in wholesale trade.  
Durable good manufacturers’ sales offices and branches should be classified in NAICS 423000 
(collected in Sample 75).  
 
Ownership is particularly important in classifying agents and brokers (NAICS 425120), distinguishing 
them from manufacturer’s sales offices and branches (NAICS 423000 and NAICS 424000). An 
establishment should be classified as NAICS 424000, only if they are owned by a specific nondurable 
goods manufacturer.  
 
There are a number of nondurable merchant wholesaling industries involved in wholesaling crude 
goods/materials that should not be confused with the industries that manufacture these goods or do 
further processing on these goods. Merchant wholesalers of these goods are generally one step removed 
from the initial process involved in the stage of processing and do not change the physical state of such 
goods prior to their next stage of processing. For example, livestock merchant wholesalers, NAIC 
424520, distribute livestock, but do not get involved in birthing or raising livestock. Farm product raw 
material merchant wholesalers, NAIC 424590, distribute chicks, but do not raise them. Distribution of 
raw milk is classified as a dairy product merchant wholesaler, NAIC 424430, but the wholesaler does 
not get involved in the processing of raw milk. Country or terminal grain elevators primarily for the 
purpose of wholesaling are considered grain and field bean merchant wholesalers, NAIC 424510. 
Finally, petroleum and petroleum product merchant wholesalers, NAIC 42471, distribute these products 
but do not get involved in processing these goods. 
 
Another area of possible confusion is bottling of beverages. The bottling of purchased purified 
water is classified in NAIC 424490; the bottling of purchased malt beverages is classified in NAIC 
424810; the bottling of purchased wine is classified in NAIC 424820; the bottling of liquors made 
elsewhere is classified in 424820. However, the bottling of soft drinks is classified in NAIC 312111.  
The pasteurizing and bottling of milk is classified in NAIC 311511.    
 
Other Exclusions 
The slaughtering and dressing of poultry is classified in NAIC 311615, Poultry Processing. 
 
Preparing boxed beef is classified in NAIC 311612, Meat Processed from Carcasses. 
 
Canning, smoking, salting, drying, or freezing seafood and shucking and packing fresh shellfish is 
classified in NAIC 31171, Seafood Product Preparation and Packaging.  
 
Selling leaf tobacco as a merchant wholesaler that also engages in stemming tobacco is in NAIC 424940 
whereas stemming and redrying of tobacco is in NAIC 312210, Tobacco Stemming and Redrying. 
 
Operating grain elevators for storage only is classified in NAIC 493130, Farm Product Warehousing and 
Storage. 
 
Bulk storage of petroleum is classified in NAIC 493190, Other Warehousing and Storage. 
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B.  Primary Output and Unit of Measure 
 

Wholesale output can be defined as the efficient transfer of goods from the manufacturer to another 
party for the strict intention of resale.  Sample units that produce this output have two primary functions 
including 1/ the creation of utility (or efficiency) and 2/ a channeling function.  The utility function 
mentioned above has several parts to it including the creation of time and place utility and making 
products available when and where customers are likely to find them. Wholesalers also create 
possession utility, allowing their customers to take ownership of products as needed.  Finally, 
wholesalers also provide information utility, providing details about the products that they sell. 
 
The above definition also includes a channeling component, which is not as easy to describe.  The 
channeling function has many parts to it whereby the wholesaler performs one or more of the following 
functions: 
 
1. Selling and promoting- wholesalers’ sales force help manufacturers reach small customers at a low 
cost.  In this channeling function, the wholesaler has more contacts and is more often trusted by the 
buyer than the distant manufacturer. 
 
2. Buying and assortment building- wholesalers can select items and build assortments needed by their 
customers, thereby providing a “one stop shop” for a buyer. 
 
3. Bulk breaking- wholesalers save their customers money by buying in carloads and breaking these 
large lots into smaller quantities.  
 
4. Warehousing- wholesalers hold inventory, thereby reducing the inventory costs and risks of suppliers 
and customers.  
 
5. Transportation- wholesalers typically provide quicker delivery to buyers because they are closer to the 
buyers than the manufacturer. 
 
6.  Risk bearing- wholesalers absorb risk by taking title and bearing the cost of theft, damage, spoilage, 
and obsolescence. 
 
7.  Market Information- wholesalers give information to suppliers and customers about competition, new 
products, and price developments. 
 
8.  Management services and advice- wholesalers often help customers train their sales clerks, improve 
store layouts, and displays, and set up accounting and inventory control systems. 
 
Wholesalers also may perform installation services, equipment repair work, as well as warranty repair 
work for the manufacturer.  All of these services are not considered to be part of this industry, are 
generally not bundled with the wholesaling function and if selected during disaggregation, should be 
collected as an other receipt.   
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Unit of Measure 
 

The unit of measure may vary greatly depending on the item wholesaled.  Although there are so many 
different items and industries within this three-digit NAICS, it is believed that the most common unit of 
measure will be per item.  Within the per item unit of measure designation, it is possible that any item 
that a wholesaler distributes could replace the term “item”.  For example, the unit of measure that is 
provided by a wine distributor could be a price per bottle or case.  
 
In most cases gross margin will be used to measure output in NAICS 424000.  Gross margin is defined 
as the selling price less the supply source price.  The selling price is the price that the buyer pays for the 
product, and the supply source price is the most recent shipment price that the wholesaler paid for the 
good.  In addition, the margin price will reflect all rebates and discounts.  In those cases where margin is 
not used, value of commissions per unit received for a particular product line will be collected reflecting 
a fee for service.  
 
A major issue with the unit of measure for NAICS 424000 is that many nondurable goods merchant 
wholesalers sell items that are not transacted on a regular basis. This situation often occurs with fashion 
or seasonal apparel merchandise such as high fashion jeans or swimming-suits. Wholesalers selling 
items that are not transacted on a regular basis becomes a problem when they sell “whatever’s hot”, and 
the transaction is not repeated for a significant amount of time. This situation results in a lack of 
repriceable products and/or services. When dealing with this situation, section 2.4 of the Data Collection 
Manual should be referenced. The selected products must have been wholesaled in the reference period, 
or are close substitutes in order to be considered an acceptable item. If these criteria are not met, the 
sample unit should be considered out of scope and given SU status code 44 – Out of Scope, not 
measurable. Sample units that sell high fashion and seasonal apparel items such as low rise jeans and 
swimming-suits must sell products that are “comparable” over time in order to be collected. An example 
of this would be if a wholesaler sold both fashion and basic apparel merchandise. In this situation, a 
fashion apparel item would not be considered comparable to a basic apparel item.  
 
C.  Contextual Overview  
 
Barriers to entry within wholesale trade can take the form of fortified barriers to market entry, 
specialized retailers, and localized expertise.  Fortified market barriers represent the degree of pull that 
current industry players have in discouraging “outside” firms from entering the industry.  For most 
wholesale industries, their influence is modest and a new firm can enter and leave a wholesale market as 
they please.    
 
Specialized trade retailers exist in the form of “Big Box Competitors;” these types of retailers offer large 
discounts and a myriad of assortments usually found in only one trade (e.g., The Home Depot and 
Staples). Big box competitors have changed the wholesale industry in several ways as these retailers 
have weakened the wholesaler’s customer base, competed directly with the distributor, and changed this 
segment of wholesaling from high margin and high service industry to self-service and low margin.  
Wholesale industries that sell a narrow product line, are technically simple, have a diverse customer 
base, and a high turnover of inventory are more suspect to competition from other industries.   
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Localized expertise can also be considered as a low-level barrier for wholesalers wanting to enter a 
market.  Products that cannot be shipped long distances cost effectively, have a unique seasonal pattern, 
or require constant on the site care by the distributor, provide the local distributor at least some 
protection from competition.  While the local distributor cannot entirely eliminate all competition, local 
knowledge can sometimes limit the number of competitors in his domain. 
 
The current state of the wholesale trade industry is fair.  Wage and salary jobs in wholesale trade are 
projected to grow about 7 percent through the year 2008, slower than the 15 percent rate of growth 
projected for all industries combined.  Consolidation and greater competition among wholesale trade 
firms will lead more firms to expand their customer services, increasing the demands for related workers 
such as clerks and sales workers. 
 
There is competition for wholesale margin dollars that exists outside the wholesale industry and it comes 
from two sources, namely retailers and/or final customers that have access to the Internet, and direct 
manufacturer to retailer arrangements, usually made under strategic alliances with major retail chain 
stores or warehouse clubs.  The first mode of competition, namely the Internet, enables sellers (the 
suppliers) and the buyers (either the retailer or final customer) to bypass the middleman and interface 
directly with each other.  Some distributors may be superseded by this new communication and 
commerce medium.  The second mode of industry competition, namely direct manufacturer-retailer 
relationships, are estimated to have captured up to 25 percent of all merchandise handled by merchant 
wholesalers.  In fact, increased mail order catalog sales have contributed to business that has by- passed 
the wholesaler.  

 
2.  INDUSTRY OVERVIEW 

 
A. Number of Establishments and Companies 
 
The 1997 NAICS indicates that there are 134,951nondurable goods merchant wholesaler establishments 
within old NAICS 422 (now NAICS 424000) and they are separated out by six-digit NAICS as follows: 
 
NAICS Industry Name # Of 

Establishments 
424110 Printing and Writing Paper Merchant Wholesalers         1,838  
424120 Stationery and Office Supplies Merchant Wholesalers         6,260  
424130 Industrial and Personal Service Paper Merchant Wholesalers         4,588  
424210 Drugs and Druggists’ Sundries Merchant Wholesalers         7,250  
424310  Piece Goods, Notions, and other Dry Goods Merchant Wholesalers         4,628  
424320 Men’s and Boys’ Clothing and Furnishings Merchant Wholesalers         4,144  
424330 Women’s, Children’s, and Infants’ Clothing and Accessories Merchant 

Wholesalers 
        6,781  

424340 Footwear Merchant Wholesalers         1,411  
424410 General Line Grocery Merchant Wholesalers         3,390  
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424420 Packaged Frozen Food Merchant Wholesalers         2,897  
424430 Dairy Product (except Dried or Canned) Merchant Wholesalers         2,174  
424440 Poultry and Poultry Product Merchant Wholesalers            873  
424450 Confectionery Merchant Wholesalers         1,962  
424460 Fish and Seafood Merchant Wholesalers         2,828  
424470 Meat and Meat Product Merchant Wholesalers         3,147  
424480 Fresh Fruit and Vegetable Merchant Wholesalers         5,474  
424490 Other Grocery and Related Products Merchant Wholesalers       10,598  
424510 Grain and Field Bean Merchant Wholesalers         6,434  
424520 Livestock Merchant Wholesalers         1,133  
424590 Other Farm Product Raw Material Merchant Wholesalers         1,282  
424610 Plastics Materials and Basic Forms and Shapes Merchant Wholesalers         3,357  
424690 Other Chemical and Allied Products Merchant Wholesalers         8,892  
424710 Petroleum Bulk Stations and Terminals         6,729  
424720 Petroleum and Petroleum Products Merchant Wholesalers         3,041  
424810  Beer and Ale Merchant Wholesalers         2,945  
424820  Wine and Distilled Alcoholic Beverage Merchant Wholesalers         1,531  
424910 Farm Supplies Merchant Wholesalers         6,437  
424920 Book, Periodical, and Newspaper Merchant Wholesalers         3,257  
424930 Flower, Nursery Stock, and Florists’ Supplies Merchant Wholesalers         3,654  
424940 Tobacco and Tobacco Products Merchant Wholesalers         1,466  
424950 Paint, Varnish, and Supplies Merchant Wholesalers         1,630  
424990 Other Miscellaneous Nondurable Goods Merchant Wholesalers       12,920  
 
Total NAICS 424000- Merchant Wholesalers- Nondurable Goods                 134,951  
Source: 1997 Bureau of Census Wholesale Trade-Subject Series- Table 1 Summary Statistics for the United 
States- Pages 16-18. 

 
 
B. Stability of Industry 
 
Wages and salary jobs in wholesale trade are projected to grow by 11 percent over the 2000-2008 
period, compared with the 15 percent rate of growth projected for all industries combined.(source: 
Bureau of Labor Statistics, Occupational Employment Statistics).  Industry trends will change the 
composition and nature of much wholesale trade employment.  Electronic commerce (usually called e-
commerce), consolidation of the industry into larger firms, and the spread of new technology should 
slow the growth in some occupations within the wholesale trade industry.  However, many new jobs will 
be created in other fields as firms provide a growing array of support services. 
 
Wholesale trade will undoubtedly feel the effects of e-commerce.  E-commerce allows people and 
companies to instantly obtain price quotes and product information, make and process transactions, track 
product delivery, and share market information. Demand for some occupations will decline as e-
commerce dramatically improves worker productivity, although previous technological improvements 
have already refined the distribution system in many areas of ordering, fulfillment, and purchasing. 
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The two largest occupational groups in wholesale trade—office and administrative support, and sales 
related—occupations will be the most affected.  As customers purchase goods and track their delivery 
electronically, more of the sales activities as well as customer service will be done without sales or 
customer service workers.  As retailers and manufacturers electronically integrate their systems to 
inform each other of products, availability, and prices, more goods may be ordered and shipped directly 
from manufacturers to retailers, thus cutting the wholesaler out of the picture. 
 
Consolidation will continue due to globalization and cost pressures.  International competition will heat 
up as domestic firms expand sales to other countries and as foreign firms export more to the United 
States, adding to the cost pressures on manufacturers.  This trend should continue to force distributors to 
merge with other firms, or to acquire smaller firms.  In addition, the largest retail operations will 
continue to grow, increasing the demand for large, national wholesale distributor firms to supply them.  
But small, geographically isolated wholesalers may continue to form national alliances that will be more 
versatile in fulfilling customer orders. 

 
 

3. PRODUCTION INFORMATION 
 

A. Service Delivery Process  
 
1. Non-drop shipper service delivery process 
 
The wholesaler performs a unique function in the market in that they service two parties, namely, the 
supplier who is often the manufacturer, as well as the buyer, often an industrial user, another wholesaler, 
or a retailer. The service delivery process starts with the wholesaler’s decision to purchase a supplier’s 
goods.  The wholesaler usually employs buyers or purchasing managers to do this function.  Wholesale 
buyers purchase goods from the suppliers for resale, based on price and what they think retail customers 
or other buyers want to purchase.   
 
Purchasing managers co-ordinate the activities of the buyer and determine what types and quantities of 
goods to purchase.  Purchasing managers also work closely with the wholesaler’s sales representatives.  
The wholesaler’s sales representatives travel to customer’s places of business-whether manufacturers, 
retailers, or institutions-to maintain current customers and to secure new ones.  They make presentations 
to buyers and management or may demonstrate items to product supervisors.  The sales representatives 
must be very knowledgeable about product operation, prices, maintenance needs, and product 
capabilities.  They must be thoroughly familiar with a customer’s needs and business goals to suggest 
how customers can use products to their greatest advantage.  In addition, the sales people might set up 
displays and train retail sales people or managers on how to use equipment.  In essence, the sales people 
are the wholesaler’s greatest and most important link to both the supplier as well as the wholesaler’s 
customers.  The sales person is ultimately responsible for maintaining customer confidence and keeping 
the buyer well stocked with a manufacturer’s goods.  
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The sales people report directly to the wholesaler’s sales managers who monitor and coordinate the 
work of the sales staff and often do outside sales work themselves.  In small firms, owners and top 
executives may engage in some sales activity.  
 
The next step in the service delivery process is the transportation of goods from the supplier to the 
wholesaler.  In some situations, the supplier is the responsible party for the transportation of goods to the 
wholesaler.  Depending on the type of transaction, the supplier might own trucks or might arrange for 
the delivery of goods to the wholesaler.  In other situations, the wholesaler is responsible for the 
transportation of goods from the supplier to the warehouse. If the wholesaler acts as a drop shipper (see 
below), then he arranges for the transportation of the goods directly from the manufacturer to the 
retailer.   
 
No matter which party does the transportation, the title to the goods changes hands once the product is 
purchased and the wholesaler becomes liable for any damage that occurs to the product once it leaves 
the dock of the supplier.   
 
Once the product arrives at the wholesaler’s place of business, industrial truck and tractor operators use 
forklifts and tractors to transport goods within the warehouse, to outdoor storage facilities, or onto other 
trucks for delivery.  If the goods stay at the wholesaler’s place of business, then they are warehoused 
until the shipment is ready to go. Once products are ready to be moved again, operators, fabricators, and 
laborers move stock around the warehouse, pack and load goods for shipment.  Value added services, 
such as stitching or changes in product packaging, might also be performed by these employees.  Once 
the product is in its final physical state, freight and material movers manually move goods from storage 
and help load delivery trucks.    
 
The wholesaler might also perform warranty services (categorized as an other receipt in this industry) 
for the manufacturer.  The wholesaler might hire mechanics, installers, and repairers to fix defective 
merchandise purchased from the manufacturer but sold by the retailer.  In some situations, the 
wholesaler is reimbursed by the manufacturer for his services and sometimes, he is not.  In other 
situations, he is offered an allowance by the manufacturer for defective merchandise, which might be a 
set amount of money based on a percentage of defective merchandise in the past or a flat amount.  In 
setting up the warranty claims from their customers in this manner, the supplier is removed completely 
from making the determination as to whether a product is defective or not.  In most situations, the 
wholesaler is not compensated by the supplier for merchandise that becomes defective.  
 
Executive and managerial workers direct the overall operations of firms and include general managers 
and top executives as well as middle managers, who supervise workers and ensure that operations meet 
standards and goals set by top management.  Managers also have some sales responsibilities and may 
have ownership interest in smaller firms.  
 
Wholesaler/distributors also provide their buyers some marketing services including advertising and 
promotion.   Sales merchandise is often either discounted or favorable terms of financing (sometimes up 
to a year of free financing) are offered by both the supplier to the wholesaler and from the wholesaler to 
his customers. 
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Some wholesalers also may have a walk up sales window where counter sales people wait on the 
customers.  These sales offices are usually located on the wholesaler’s premises but are incidental to the 
main wholesaling business.  The types of customers might be jobbers, other wholesalers, or final 
customers.   
 
Manufacturers’ sales and branch offices can maintain stock and take title to goods. If they take title to 
the goods, margin pricing should be used and their service delivery process will be very similar to that 
described above if they operate in this manner. 
 
2. Drop shipper service delivery process  
The drop shipper service delivery process is much different than what is customary in the nondurable 
goods merchant wholesale trade industry.  The whole process might even be able to be performed by 
one person who acts as a salesperson as well as a freight-forwarder. Once the drop shipper takes an 
order, he is responsible for the transportation of a product from the manufacturer to the final customer. 
This type of wholesaler is most likely to be found when dealing with perishable goods such as flowers, 
dairy and fresh produce.  Because all these goods have a short shelf life, it would be more convenient for 
wholesalers to act purely as intermediaries without needing to have special facilities for holding the 
goods. Once an order is received, they find a producer who ships the goods directly to the customer.  In 
some situations, the drop shipper might arrange for the transportation of the product separate from the 
manufacturer.  A merchant wholesaler drop shipper takes title and bears the financial risk from the time 
the order is accepted to the time the order is delivered to the customer. 
 
Manufacturer’s sales and branch offices without stock typically operate as drop shipper wholesalers.  In 
these cases, a commission price will be collected as the manufacturer will retain title to the goods until 
the transaction is completed. 
 
B.  Types of Service and Value of Receipts 
 
The major service lines and values of receipts are arranged in the chart below by gross margin dollars. 
 

NAICS Industry Name 
Margin 
Revenue  Percent 

424 Wholesale Trade, Nondurable Goods 189,687,533  100.00 
4241 Paper and Paper Product Merchant Wholesalers 14,013,132  0.07387  
424110 Printing and Writing Paper Merchant Wholesalers 3,149,877  0.01661  
424120 Stationery and Office Supplies Merchant 

Wholesalers 
5,371,367  0.02832  

424130 Industrial and Personal Service Paper Merchant 
Wholesalers 

5,491,888  0.02895  

4242 Drugs and Druggists' Sundries Merchant 
Wholesalers 

18,065,494  0.09524  

424210 Drugs and Druggists’ Sundries Merchant 18,065,494  0.09524  
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Wholesalers 
4243 Apparel, Piece Goods and Notions Merchant 

Wholesalers 
24,216,970  0.12767  

424310 Piece Goods, Notions, and other Dry Goods 
Merchant Wholesalers 

3,782,258  0.01994  

424320 Men’s and Boys’ Clothing and Furnishings 
Merchant Wholesalers 

6,537,892  0.03447  

424330 Women’s, Children’s, and Infants’ Clothing and 
Accessories Merchant Wholesalers 

9,521,053  0.05019  

424340 Footwear Merchant Wholesalers 4,375,767  0.02307  
4244 Grocery and Related Products Merchant 

Wholesalers 
49,564,077  0.26129  

424410 General Line Grocery Merchant Wholesalers 10,929,702  0.05762  
424420 Packaged Frozen Food Merchant Wholesalers 6,405,726  0.03377  
424430 Dairy Product (except Dried or Canned) Merchant 

Wholesalers 
2,477,733  0.01306  

424440 Poultry and Poultry Product Merchant Wholesalers 1,283,436  0.00677  
424450 Confectionery Merchant Wholesalers 1,667,305  0.00879  
424460 Fish and Seafood Merchant Wholesalers 1,870,703  0.00986  
424470 Meat and Meat Product Merchant Wholesalers 3,239,906  0.01708  
424480 Fresh Fruit and Vegetable Merchant Wholesalers 6,973,531  0.03676  
424490 Other Grocery and Related Products Merchant 

Wholesalers 
14,716,035  0.07758  

4245 Farm Product Raw Material Merchant Wholesalers 13,455,165  0.07093  
424510 Grain and Field Bean Merchant Wholesalers 10,514,296  0.05543  
424520 Livestock Merchant Wholesalers 607,761  0.00320  
424590 Other Farm Product Raw Material Merchant 

Wholesalers 
2,333,108  0.01230  

4246 Chemical and Allied Products Merchant 
Wholesalers 

13,366,160  0.07046  

424610 Plastics Materials and Basic Forms and Shapes 
Merchant Wholesalers 

4,022,601  0.02121  

424690 Other Chemical and Allied Products Merchant 
Wholesalers 

9,343,559  0.04926  

4247 Petroleum and Petroleum Products Merchant 
Wholesalers 

16,829,900  0.08872  

424710 Petroleum Bulk Stations and Terminals 11,218,114  0.05914  
424720 Petroleum and Petroleum Products Merchant 

Wholesalers 
5,611,786  0.02958  
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4248 Beer, Wine, and Distilled Alcoholic Beverage 
Merchant Wholesalers 

14,160,203  0.07465  

424810 Beer and Ale Merchant Wholesalers 8,855,227  0.04668  
424820 Wine and Distilled Alcoholic Beverage Merchant 

Wholesalers 
5,304,976  0.02797  

4249 Miscellaneous Nondurable Goods Merchant 
Wholesalers 

26,016,432  0.13715  

424910 Farm Supplies Merchant Wholesalers 5,803,382  0.03059  
424920 Book, Periodical, and Newspaper Merchant 

Wholesalers 
4,832,412  0.02548  

424930 Flower, Nursery Stock, and Florists’ Supplies 
Merchant Wholesalers 

2,455,482  0.01294  

424940 Tobacco and Tobacco Products Merchant 
Wholesalers 

3,136,600  0.01654  

424950 Paint, Varnish, and Supplies Merchant Wholesalers 1,146,584  0.00604  
424990 Other Miscellaneous Nondurable Goods Merchant 

Wholesalers 
8,641,972  0.04556  

 
SOURCE; 1997 Bureau of Census Wholesale Trade- Table 7- Miscellaneous Subjects, Subject Series- 
pages 126-127. 
 
Wholesalers also may perform installation services, equipment repair work, as well as warranty repair 
work for the manufacturer.  All of these services are not considered to be part of this industry and (if 
they are separable from the margin or commission dollar price) should be given a separate chance of 
selection as an other receipt. 
 

 
C.  Price Determining Characteristics 
 
There are a variety of price-determining components that are applicable in all of the 32 NAICS 
industries and they include: 
 
Product Information—The type of product purchased is one of the largest price determining 
components.   Products differ by cost, size, color, as well as many other category differences.   Products 
also differ by demand, which can be a large price determining component when similar products are 
sold. Products also might differ by the amount of additional services that are added to the product while 
on the premises of the wholesaler. They are generally considered incidental to the wholesaling operation 
and do not change the function of the product. 
 
Buyer Sales Information/ Supply Source Incentive Information—This price-determining component is 
also important on both ends of a wholesaler’s transactions because price breaks from supplier to 
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wholesaler and from wholesaler to the next level buyer are frequently based on volume.  Consequently it 
is important to identify the sales volume where these price breaks occur. 
 
 
D.  Custom Services 
 
Custom services are offered by wholesalers when a product must be physically changed from the point 
of acquisition by the wholesaler to the time where it arrives to the next level buyer and is in salable 
condition.  This happens frequently in wholesale trade industries where for example, an apparel 
wholesaler might sew labels onto the final merchandise.  These types of situations would not elicit any 
special procedures in collecting the price or outlining the service, other then indicating that it occurs.   
 
 
E.  Seasonality (including seasonal fashion goods) 
 
Some products are only sold during certain times of the year.  Such products as fur coats, swimming 
suits and certain types of fresh produce might only be wholesaled seasonally.  There may be products 
that are only sold once to a particular customer per year but available for a number of months.  Collect 
the margin for these items during the months when they are sold.  This is expected to happen only in a 
limited number of industries within wholesale trade. 
 
1. Seasonal items 

Seasonality plays an important role in wholesale nondurable industries.  Food and clothing are a 
majority of products that are offered in this subsector that could be affected by seasonality.  Men’s, 
women’s and children’s apparel as well as shoes go through a 3-6 month cycle during which 
merchandise comes in and out of season.  The seasonal changes happen during winter, spring, 
summer and fall months as well as during back to school and holiday times.  Each season offers a 
different selection of clothing for the consumers.  In most cases, we expect that seasonal items can 
be directly compared from year to year.  If a spring/summer item is selected, it should be repriced 
until the end of that particular item’s season, then repricing for this item will stop and start again at 
the beginning of the spring/summer season the following year.   

 
2. Fashion Items 

Fashion items may not be as common in wholesale nondurable industries as are seasonal items.  
Merchandise that is fashionable right now may no longer be in demand in 3 or 4 months.  In many 
cases, fashion items are also seasonal items.  If a new fashion product is in the market and the 
originally selected fashion product is no longer being sold, wholesalers will have to select a new 
fashion product for repricing.  That new fashion product must also be from the same season as the 
originally selected product.  Determine if “comparable” fashion items are transacted on a regular 
basis.  Sample units must be able to provide prices for products that they sell that are “comparable” 
over time. 
 
Higher fashion items, such as sold by Tommy Hilfiger, Jones New York, Calvin Klein and Prada 
USA, are not likely to be a problem in wholesale nondurable industries because most likely the 
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merchandise is moved directly from the manufacturer to the retailer without going through a 
wholesaler.  Thus, any problems finding comparable and repriceable merchandise would be 
eliminated. 

 
F.  Service Substitution (Quality Adjustment Methodology) 
 
Service substitution is not expected to be a large problem for most of the industries in 424000.  When a 
product is discontinued, it will likely be directly compared with a product that is as close to the original 
as possible.  Substitutes should be comparable products, marketed in a similar fashion, targeting the 
same customers, and with the same functionality. Otherwise, if products are not comparable, an overlap 
will be solicited, and a link to show no change will be used as a last resort.   

 
 

G.   Quality Adjustment 
 
There will be no additional service characteristics collected for this industry; additional quality 
adjustment information will be solicited during service substitution.   

 
 

4. MARKET AND TRANSACTION INFORMATION 
 
 
A. Intra-Company Transfers and Intra Industry Sales 

 
Intra-company transfers can occur between manufacturer and wholesaler as well as between wholesaler 
and retailer.  Some wholesalers that represent one manufacturer take title to the goods that they sell.  
These wholesalers may have an intra-company transfer price but only on the price-in component of the 
margin price; the price out would be a market price.  For wholesalers that service only one brand name 
of retail store (e.g. completely vertically integrated companies), the price-in from the manufacturer 
would be a market supply source price, but the price-out to the retailer would indeed constitute an intra-
company transfer price.  
 
Manufacturers’ sales and branch offices that do not operate on margins are paid via intra-company 
commissions.    
 
Intra-industry sales occur with some frequency when nondurable goods wholesalers sell products to 
other wholesalers.  According to the 1997 Census, 30.9 percent of nondurable goods merchant 
wholesaler sales are to wholesalers of all types.  Therefore, a smaller (but unknown) percentage is 
actually consumed within the specific sub-sector NAICS 424000 nondurable goods merchant wholesale. 
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B. Price Behavior 
 
Price behavior tends to reflect trends in the overall economy.  However, in the latter part of the 1990’s, 
increases in aggregate corporate profits were almost entirely due to increases in gross margin 
percentages.  As the economy slowed into the new decade, competitive pressures increased driving 
down the gains that many companies had made. Stagnant sales reflecting an overall economic slump 
were part of the wholesale business environment in 2002 with many sectors posting little or no price 
change.    

 
 

C. Types of Prices 
 
Margin prices are the most prevalent type of price for merchant wholesalers. Dollar value of commission 
based on a percent of sales is the most prevalent type of price for manufacturers’ sales and branch 
offices that do not take title to a good. 
 
MARGIN PRICES (Merchant wholesalers) 

 
The type of price collected in nondurable goods merchant wholesale is typically an unlagged average 
margin price.  Margin is a combination of two different parts; one is the incoming acquisition price from 
the manufacturer and the other is the selling price to the next level buyer; the difference between these 
two prices is called the gross margin.  The first part of the price, the acquisition price, represents how 
much the wholesaler paid for an item from the supplier.  This acquisition price represents the direct cost 
of the wholesaled goods and should exclude freight whenever possible (freight should be FOB or if 
delivered based on a minimum).  The price should include point-of-sale incentives (taken as discounts) 
that may be applied to the merchandise whenever possible.    
 
There are five different margin prices in this industry. They are prioritized below.     
 

1. Average gross margin per unit for a comparable customer class and/or supplier class for all sales 
within a comparable product line. 

2. Average gross margin per unit for all customers and/or suppliers for a comparable product line. 
3. Average gross margin per unit for a particular customer class and/or supplier class for all sales of a 

particular product. 
4. Average gross margin per unit for all customers and/or suppliers for all sales of a particular product. 
5. Gross margin for a single specific product transaction. 
 
Manufacturers’ sales or branch offices that take title to a good can also have margin price transactions. 
 
DOLLAR VALUE OF COMMISSION PRICES (Manufacturers’ sales and branch offices) 
 
Manufacturer’s sales and branch offices typically receive a commission fee for their service.  The 
commission is the amount of money that the sales office receives (not an individual agent) for performing 
the service.  Five percent of the per unit sales prices is a typical sales office commission percentage, 
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although this can vary. Since revenue figures are typically recorded in terms of sales dollars for this 
industry, the total dollar value of commissions is a result of multiplying total sales dollars by the average 
commission percentage.  
 
There are also five different types of dollar value of commission prices prioritized below. 
 
1. Average dollar value of commission per unitcommissions for a comparable customer class for all sales 
within a comparable product line. 
  
2. Average dollar value of commission per unit for all customers for a comparable product line. 
 
3. Average dollar value of commission per unit for a particular customer class for all sales of a 
particular product. 
 
4. Average dollar value of commission per unit for all customers for all sales of a particular product. 
 
5. Dollar value of commission for a single specific product transaction.. 
 
 
Merchant wholesalers including manufacturers’ sales and branch offices do not typically price their 
services based on a flat fee commission price. However, in the event that they do, collect the flat fee for 
a single specific transaction. 

  
 D. Types of Buyers 
 
The types of buyer within the wholesale trade industry are typically industrial users, retail 
establishments, business users that consume the product, exporters, or other wholesalers.  The whole 
premise of the industry is to move products from the manufacturer to the next step on the distribution 
chain.  A nondurable goods merchant wholesaler might sell merchandise to an industrial user for final 
consumption (e.g. a bread maker who buys grains for use in bread making process), to a retailer for 
distribution to consumers, or in other cases to jobbers and even other wholesalers. 

 
E. Adjustments-To-Price  

 
Discounts that are not already included in the invoice price are relatively rare. Average margin price 
should already include any discounting. A discount can be offered either from the supplier to the 
wholesaler or from the wholesaler to the next buyer. A discount is an addition to the margin when it is 
from the supplier and a subtraction from the margin when it is offered to the next level buyer.  The 
discounts offered from the supplier to the wholesaler are adjustments to price that increase the 
wholesaler’s margin because the discount decreases the wholesaler’s acquisition price.  Conversely, 
discounts that are offered from wholesalers to next level buyers decrease the wholesaler’s margin because 
the adjustment subtracts money from the “sale” price to the retailer.  Most of these discounts (except for 
cumulative volume and cash discounts) are taken at the point of sale.  Often the respondent is able to 
provide gross margin inclusive of all discounts.  Commission sales are also subject to the same type of 
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discounting.  The per unit price that is subject to a percentage commission for manufacturer’s sales and 
branch offices typically reflects all discounts.  Different types of discounts and their applications will be 
discussed below: 
 

Discounts Offered From Wholesaler to Next Level Buyer 
 
Standard quantity, trade and cash discounts are the most likely type of discount to be encountered for 
transactions from wholesalers to the next level buyer. However, there can be additional discounting as 
described below. 
1. Pre-season discounts- Pre-season discounts are offered from wholesalers to customers on advance 
order purchases.  This type of discount is particularly good for the wholesaler because they are able to get 
money up front.  There are frequently a minimum number of items needed to be ordered or a minimum 
dollar amount needed to qualify for this discount.  In addition, these discounts are sometimes combined 
with purchases of other accessory items and the discounts are sometimes put into a pricing matrix like the 
one listed below: 
 
       Total Accessory Order Value 

 
     $2,500  $5,000  $10,000 $15,000 $20,000  
Total Farm Supplies Order Value 

 
$5,000       9%  10%  11%  12%  13% 
$10,000    10%  11%  12%  13%  14% 
$15,000    12%  13%  14%  15%  16%  
$20,000    14%  15%  16%  17%  18% 
 
The above percentage discounts are calculated off the wholesaler’s price list and are taken at the time of 
sale.  However, there are also some pre-season discount programs whereby the discount percentage is 
taken off the Manufactured Suggested Retail Price instead of the dealer cost.  In either situation, orders 
must be placed by a certain time frame in order to qualify for the discount.   
 
2. Anticipation (or quick pay) Discounts-  (also known as Cash Discounts in the DCM) 
 
An anticipation discount is an additional discount that is offered by the distributor to the next level buyer 
for payment received by a certain date.  Pre-season discounts (see above) are discounts offered on the 
actual ordering of a product while anticipation discounts are offered for the actual receiving of money by 
the wholesaler.  The anticipation discounts are sometimes calculated in a sliding scale pricing matrix 
whereby the quicker the distributor receives the money from the retailer, the larger the discount that is 
offered.  The discount percentage is usually offered on the outstanding balance due the distributor.  A 
wholesaler’s quick pay discount matrix might look like the one listed below: 
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Anticipation (Quick pay) Discount Grid: 
 
Payment Dates  Discount Percentage 
June 1:    5% 
July 1:     4% 
August 1:   3% 
September 1:   2% 
October 1:   1% 
 
3. Reorder discounts 
Reorder discounts are offered from wholesaler to those customers that have already participated and 
qualified for pre-season orders and wish to purchase additional merchandise after the pre-season order 
date.  Reorder discounts can vary by industry but some programs offer the same discount percentage to 
qualified buyers that they qualified for under the pre-season discount programs if they also send in their 
payment within 30 days of the additional order.   
 
4. Shipping date discount 
Most distributors want their money from their customers early and some are willing to offer an extra 
discount if they can dictate when the product is shipped.  This can apply to perishable merchandise such 
as flowers, dairy and seafood.  Usually the wholesaler wants to receive the money from the retailer as 
soon as possible and he also wants to move his merchandise from his warehouse to his customer as 
quickly as possible.  By shipping merchandise quickly from his place of business to his customer, the 
distributor frees up space in his place of business so that he either does not have to pay for the space or so 
he can have new merchandise sent to him for resale.  The shipping date discount is usually coordinated to 
coincide with the beginning of a season and is also usually only applicable to the amounts that are 
actually shipped during the shipping window period.   
   

Discounts from Supplier to Distributor 
 
1.  Quantity/ Cumulative Volume Discounts-There are some similarities between the discounts offered 
from the supplier to the wholesaler and the discounts offered between the wholesaler and his customers.  
Quantity discounts are offered by the supplier to the wholesaler in much the same way that pre-season 
discounts are offered by the wholesaler as mentioned above; that is, there are larger discounts per unit 
purchased for larger orders.  In fact, some suppliers have pricing matrixes that offer a sliding scale 
pricing scheme and categorizes customers by the size of their yearly or monthly orders.  There are 
situations where quantity discounts are not offered back to the wholesaler until the end of the year.  This 
cumulative volume discount is offered by the supplier to the wholesaler to keep him locked in for the 
entire year.   
 
F.  Additional Charges 
 
Freight -The freight component can affect the price from the supplier as well as the price to the next 
level buyer.  That is, it could be part of both an acquisition price as well as a sale price.  “Freight-in” 



 

 22 NAICS 424000 
  

(which consists of the freight to the wholesaler from the supplier) and “freight-out” (which consists of 
freight from the wholesaler to the next level buyer) should be specified on the product checklist.   
  
The issue of including or excluding freight should be handled in the same manner whether the product is 
“freight-in” or “freight-out”.  In both situations, whenever possible, the goods purchased for resale 
should be valued excluding any freight charges invoiced separately by the suppliers or paid to third 
parties.  These freight services form part of the intermediate consumption of the wholesalers and should 
thus be excluded whenever freight is not performed by the wholesaler. When freight is performed by the 
wholesaler, the price should include freight and no adjustments are necessary.   

 
 
G.  Size of Purchase 
 
There is no one set size of purchase within the wholesale trade industry.  Wholesalers may offer only a 
few items for sale, perhaps all made by one manufacturer, or they may offer thousands of items produced 
by hundreds of different manufacturers.  Wholesalers may only sell a narrow range of goods, such as 
women’s sportswear, or a broad range of goods, such as all apparel items necessary to open a new 
department store, including women’s, men’s and children’s apparel and accessories.   
 
Wholesalers might buy their products from the supplier on a continuing basis. However, they may 
purchase only once per month or even only once a year. Because there is not one set size of purchase 
within the industry; the average price per unit sold is the preferred price.  

 
 
H.  Contracts 
 
Contracts dominate this industry.  Contracts tie in relationships between supplier, wholesaler, as well as 
the next level buyer.  The contract spells out how much is to be purchased by the parties, what inventory 
levels must be kept, the price that the buyer must sell his product for, as well as the terms in which the 
legal agreements can be terminated.  In the case of a retailer making a purchase, contracts might also 
dictate how displays should be shown in a retailer’s store.  It is important to remember that no two 
contracts are the same.  There is always room for negotiation and factors such as return business and 
customer class play a role in the writing of the contracts. 
 
 
I.  Other Variables Affecting Price 
  
It is possible that exchange rates may affect the price to the distributor when the supplier is foreign.  
Exchange rates fluctuate daily and the timing of the purchase of goods from the supplier to the distributor 
might ultimately determine what the final price is to the customer.   
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5.  INDUSTRY INFORMATION AND RELATIONS 
 
A.  Industry Relations 
 
National Association of Wholesale Distributors (NAW) 
1725 K Street, N.W., 3rd Floor 
Washington D.C. 2006-1419 
(202)-872-0885 
 
The NAW is the national trade association for the wholesale trade business.  It represents the other trade 
associations for the many diverse interests within the wholesale trade industry.  Our contact at NAW is 
Mr. Ron Schriebman, who is the Vice President of Strategic Direction.   
 
 
B.  Currently Available Price Data 
 
The Profit Planning Group is an organization that tracks gross profits in the wholesale trade industry.  
This organization does not produce a monthly gross profit index. It does provide some useful insights 
into how the industry operates and the operating factors that are essential for wholesale companies to 
succeed.   Mr. Al Bates is the president of this organization.  His organization analyzes corporate gross 
profits, return on assets, growth of sales, inventory turnover, average collection period, operating 
expense ratios, as well as other industry variables.  In addition, his company is commissioned by the 
national wholesale trade association to rate wholesale companies against each other to see how they are 
performing on a relative basis.   
 
 

C.  Litigation and Other Cooperation Issues  
 
There are a number of domestic manufacturer’s sales or branch offices in this industry. Since the 
manufacturing unit may already be providing prices to the PPI or IPP, there may be some difficulty with 
cooperation. Special procedures have been developed to ensure that reporter burden is minimized and 
pricing for the manufacturing sector of the PPI is not jeopardized. Companies that have also been 
collected for the International Price Program have also been noted.   

 
D.   Service Identification Problems 
 
Service identification problems may possibly occur with the classification of various services. 
Additional services (such as installation and equipment repair) should be separable from the margin or 
commission price that is collected. These services should be given a chance of selection as other 
receipts.   Any problems related to service identification in this industry should be minimal.  
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E.   Checklist Clarifications 
PRODUCT CHECKLIST  
 
Establishments in NAICS 424000 are capable of performing either margin based or commission based 
services.  However, nondurable goods merchant wholesalers and manufacturer’s sales/branch offices 
with stock usually take title to the goods that they wholesale and thus margin prices should be collected 
for those establishments.  When collecting a margin, complete Group 01 product identification, Group 
02 product information, Group 03 buyer sales information, and any other group that applies.  The Gross 
Margin Pricing Calculation (Group 06) should be completed only if the margin must be calculated (i.e. 
records are not kept for total gross margin dollars).  Do not collect commission sales information.   
 
Commission sales information is reserved for transactions from manufacturer’s sales/branch offices 
where title is retained by the manufacturer. It is possible for a merchant wholesaler to arrange a drop 
shipment where title is transferred to the wholesaler while the goods are moved directly from the 
manufacturer to the buyer.  In collecting commissions on sales information, complete Group 01,  
Group 02 and any other group if it applies.  Group 07 Commission Sales Calculation should be 
completed if the respondent only has records by sales dollars.  If the respondent can provide the total 
dollar value of commissions per unit for the particular product (or product line), this should be entered 
as the Item Price. Groups 03 and 04 generally do not apply to commission sales.  
 
The above clarifications are guidelines. There are exceptions that exist.  As previously mentioned, some 
merchant wholesalers drop ship while taking title to the goods that they sell and can be compensated by 
commission.  It is also possible (but unlikely) for a manufacturer’s branch/sales office without stock to 
perform merchant wholesaling services where they are compensated by margin and not commission. 
 
Group 01- Product Identification-This section should be completed whether the type of establishment is 
a merchant wholesaler or a manufacturer’s sales or branch office.  There cannot be a wholesaling service 
without a product to wholesale.  Since we are pricing the average margin for a product line—describe 
the product line as completely as possible under Type of Product.   
 
Group 03- Buyer Sales Information- This information is more applicable to margin based sales and is 
less applicable to commission sales transactions. If possible, disaggregation should be done to a specific 
class of customer (e.g. large retailer). Class of customer can be defined in terms of sales volume (line 
001) or by the volume of product shipped (line 002).  A change in this important price determinant 
during repricing would be an indicator of potential quality adjustment. 
 
Groups 06 and 07- Gross Margin Pricing Calculation and Commission Sales Information - Group 06 
and Group 07 will never be completed on the same checklist.   
 
Group 06 - In collecting a gross margin (either a single item or an average), it is not necessary to 
complete both parts (the price-in and price-out) components of the gross margin price.  You can simply 
enter the gross margin “Price” in the Item Price section of the transaction checklist.  This group need 
only be completed if records for gross margin are not available. 
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Group 07 - If the sample unit does not have records based on commission dollars (i.e. they only keep 
records according to sales dollars), collect the sales price per unit and multiply it by the commission 
percentage to arrive at the total dollar value of commission per unit.  In addition, the commission 
percentage that will be collected will not be an individual salesperson’s commission but will be the 
average commission rate for the sample unit for the particular product (or product line).  The difference 
between the two is that any particular salesperson is frequently compensated from the income from the 
sales office commission rate.   
 
If a flat fee is the type of price, no entry in Group 07 is required – the flat fee should be entered as the 
item price. 
 

 
TRANSACTION CHECKLIST 
 

1. Commission rate – An alternative to collecting the commission percentage as part of the commission 
sales calculation in Group 07 on the product checklist is to enter the sales price per unit as the item price 
and enter the commission percentage as an adjustment to price.  This alternative method should be used 
as a fallback for manufacturer’s sales and branch offices that operate on a commission basis and are PPI 
overlaps.  It is meant to provide the Field Economist a fallback method to reduce respondent burden by 
coordinating both the products and the item prices for respondents that will be providing both 
manufacturing and wholesale data to the PPI.  For example, 
 
TYPE AMOUNT TERMS CATEGORY REP. APPLIED ORDERD APPLIED SIGN FACTOR 
Commission rate 5% D N 01 X .05 
 
F. Industry Specific Questions and Procedures 
1. Sample Refinement/ Sample unit Identification 

 
Sample refinement was conducted to locate the physical address of the records center for the clustered 
sample units.  In cases where no phone contact was made, the physical location of the largest cluster 
member is entered as the record center address.  No attempt was made to specifically verify that the 
sample unit was in scope of this wholesale trade industry.   
 
Clusters members were suppressed for all sample units.  However, SU notes have been entered 
describing the number of cluster members and the total employment of those cluster members included 
for each NAICS 6-digit industry represented in the cluster. While the intent of sampling was for the 
record center to be for all wholesaling operations where records were centrally kept, the information in 
SU notes can be used to sub-sample the SU if necessary. 
 
Remember to include all subsidiaries that are wholesale trade operations for which the reporting unit has 
records. This means that the subsidiary name can be different than the SU name. “Newly purchased” 
establishments should be included in the RU, and those “sold off” are excluded. There is no technical 
out of business in this industry. There should be no field created sample units. 
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2.  Classification within wholesale trade 
Classification of revenues (commission or margin dollars) for wholesale activities is determined 
according to the NAICS industry that the PPI is publishing.  The following 6-digit wholesaling industry 
codes will be used for classification purposes: 

 
2002 NAICS industry code  Industry/subsector description 
423000     Merchant Wholesalers, Durable Goods 
424000   Merchant Wholesalers, Nondurable Goods 
425110   Business to Business Electronic Markets 
425120   Wholesale Trade Agents and Brokers 

 
Notice that publication for merchant wholesale (including manufacturer’s sales branches and offices) 
will be at the subsector (3-digit NAICS) level.  Classification decisions should be made at this level also.  
For example:  

 
SU #1                                                                     2002 NAICS             PPI INDUSTRY 
Margin dollar revenue breakdown: 
20% wholesaling of electric light fixtures  423610  423000 
10% wholesaling of Televisions   423620  423000 
60% wholesaling of books     424920  424000 
Commission revenue: 
10% acting as an agent in selling TVs  425120   425120 

(Does not take title to the goods sold)    
 

The Sample Unit above is classified in the “industry” 424000, Merchant Wholesalers, nondurable goods 
because 60% (i.e. the plurality) of their margin revenue is earned in that subsector.   

 
The face sheet entries should also correspond to what the PPI publishes.  The actual 6-digit NAICS 
industry codes should not be used if the PPI will not be publishing them.  Using the example above, the 
correct facesheet entries would be: 

 
Product/Service NAIC S&R Rank % 

Merchant Wholesalers, 
Durable Goods 

423000   30 
 

Merchant Wholesalers, 
Nondurable Goods 

424000   60 

Wholesale Trade 
Agents and Brokers 

425120   10 

Collected NAIC: 424000 
  
3. Classification when revenues are earned outside the wholesale industry 

 
Publication and classification of wholesale industries at the subsector level has implications for 
classification across the entire PPI.  Because the UI file was used as the frame source for wholesale trade 
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and it is typically used for most industries in the PPI, sample units can be misclassified into or out of 
wholesale trade.  Sample units that were sampled in a mining or a manufacturing industry could 
potentially be misclassified into wholesale trade.  Recall from the DCM (Doc 1.9), there are a number of 
criteria that a sample unit must meet in order to be classified as a manufacturer. Previously, if all criteria 
were not met, the SU was given a status code of 44 – Out of Scope - not measurable. Now that 
wholesale trade is in scope of the PPI, there is a possibility that a unit sampled in a manufacturing 
industry would now be collected in wholesale trade. Jobbers, as described in the DCM (Doc 1.9) that do 
not fulfill one or more of the criteria described in the manual should be collected as a wholesale trade 
sample unit.  

   
A sample unit’s revenues should always be classified according to the industry that will be published in 
the PPI regardless of whether revenues fall within mining, manufacturing, services, or wholesale trade. 
(The exception to this rule is retail trade where industry classification is by usual trade designation and 
all retail revenues are grouped together and assigned the sample unit designated 6-digit NAICS.) 

 
Note:  By definition, any sales to final users (e.g. households) are considered wholesale trade 
transactions.     

 
The following example illustrates the level at which revenues should be classified when a SU performs 
both wholesaling activity and activity outside wholesale trade.  This example illustrates a scenario that is 
thought to be rare due to the fact that separate PMCs are expected to be easily distinguished when 
manufacturing activity is involved.  The example assumes that only one PMC exists for this SU. 

 
 

SU #2                                                                          NAICS               PPI INDUSTRY  
Value of shipments breakdown: 
95% margin revenue for wholesaling footwear 424340  424000  
 
5% sales revenue manufacture of laces  313221  313221 
 (sold separately)   

   
Face sheet entries: 
 

Product/Service NAIC S&R Rank % 
Merchant Wholesalers, 
Nondurable Goods 

424000   95 
 

Laces (e.g., shoes), leather, 
manufacturing 

313221   5 

      Collected NAIC: 424000 
 
This SU would be classified in 424000. Notice the NAICS industries that are in the manufacturing 
sector are published at the 6-digit NAICS level. 
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Note: if a wholesale trade transaction is collected in a SU classified in either Mining/Manufacturing or 
Services (other than Retail Trade), the information should be collected with a net transaction price.  The 
transaction would be recoded as a resale on the Mining/Manufacturing checklist.  For services, a blank 
product checklist would be used to record the transaction as a net transaction price.  Margin price should 
not be collected in Mining/Manufacturing industries or Service industries (other than Retail Trade). 
 
4. Sample Units That Are Currently Reporting Price Information in Other Price Programs 

 
There are a number of potential “overlaps” with companies previously sampled in BLS price programs. 
In the case of the PPI they are not true overlaps because they are not substituting a new sample of items, 
but rather collecting additional price information that will be used to calculate a wholesale trade index. 
For lack of a better word, overlap will be used to describe all units where a visit is made to a current 
reporter in one of the two price programs. Four types of overlaps have been identified: 

• PPI Mining and Manufacturing Sample Units 
• PPI Retail Trade Sample Units  
• IPP Export Sample Units 
• IPP Import Sample Units 

 
There were a limited number of retail trade companies that also had a wholesaling operation that was 
chosen in the wholesale trade sample. The retail units are all believed to be franchises. Therefore, the 
reporting unit for the wholesale trade unit and the retail trade unit are likely different and no special 
procedures are required. 
 
A special procedure may be necessary if the field visit is at the same location as a current reporter. 
Background 
 
All known matches to current PPI sample units in repricing and IPP companies were identified with a 
phrase included in the SU comments section on of the Notes screencontact page in the collection system. 
The message reflected the type of overlap unit (e.g. “Current PPI Manufacturing Company”). In order to 
protect confidentiality, companies were called matches only when there was reasonable certainty that the 
wholesale trade sample unit and the current reporter were part of the same corporation. This means that 
there are likely additional matches that were not identified. For example, variations on names, different 
divisional names, a new sample introduced in one of the other programs since the NAICS 424000 frame 
was drawn, and a host of other reasons may have prevented a match from being identified. Therefore, 
prior to initiation of sample units in this industry, name searches on the PPI Reporter Look Up 
and IPP Reporter Search should be conducted. The type of information collected may be based on 
the type of match found.    
 
Note:  if the current PPI or IPP reporters resist cooperating in the 424000 frame, do not push forward 
with collection for fear of reporters stopping assistance all together. 
 
Two scenarios are provided below for these potential company overlaps: 
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The collection location is different than the location in PPI Reporter Look Up or IPP Reporter 
Search 
 
No Special Procedures. 
 
The collection location is the same as the location in PPI Reporter Look Up or IPP Reporter Search 
 
a. Determine if your respondent is a current reporter.  If your respondent is not the current reporter, no 
special procedures are required, unless requested by your respondent. If requested, the same quotes 
currently reported can be collected from your respondent. 
 
b. If the current reporter is also going to be supplying the new information for the wholesale trade 
industries, determine if there will be a separate disaggregation for wholesale trade. If they are willing to 
disaggregate for wholesale trade, no special procedures are required. 
 
c. If they are unwilling to perform additional disaggregation, collect wholesale trade price information 
on the same set of products for which they currently report. Ask the reporter to complete two sets of 
repricing forms for the same products, supplying different pricing information for each set as described 
below. 
 
 

PPI Mining and Manufacturing Overlaps  
 

a. Sales/Branch Offices that don’t take title 
 

Ask the respondent to fill out two sets of repricing forms – the current set and a new set based on 
the commission rate. 

 
b. Sales/Branch Offices that take title 

 
Ask the respondent to fill out two sets of repricing forms – the current set and the new set. The 
manufacturing company price used as the supply source price for wholesale trade in some 
instances may be an intra-company transfer price.  

 
PPI Retail Trade Overlaps 

 
If the rare case occurs where the reporter is the same as the current reporter, ask the respondent 
to fill out two sets of repricing forms. The wholesale trade unit would have the incoming 
manufacturer price as the supply source price and the intra-company transfer price to the retail 
units would be the sale price.  
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IPP Export Overlaps 
 

Ask the respondent to fill out two sets of repricing forms – the current set and a new set 
collecting the price from manufacturer to exporter as the supply source price, and the f.a.s. port 
price as the sale price. 

 
IPP Import Overlaps 

 
IPP import overlaps require different price entries as compared to all other overlaps. Unlike the 
other overlaps, where if the same set of products are collected, and the same price, if appropriate, 
can be entered in “item price” for both sets of schedules, the price collected for IPP imports 
cannot be entered as the item price on the PPI schedule. This is because the price collected for 
IPP is the same as the supply source price in the margin calculation needed for the PPI wholesale 
trade index. Therefore, if the IPP import overlap respondent is providing price information on the 
same products, remind them to provide the landed cost price for the IPP program and a margin 
price for the PPI program. If necessary use the price collected for IPP as the supply source price 
and what the importer sells the product for as the buyer price to calculate the margin.  

   
The intra-company transfer pricing described above would apply to manufacturer/wholesaler 
relationships and wholesaler/retailer relationships even if they were not overlaps. 
 
5. Disaggregation Path- The first step of disaggregation for this industry will likely start with type of 
transaction.  This would be margin dollar transactions versus non-margin fees for services provided. The 
next logical steps would be by product sold, type of buyer (e.g., retailer, wholesaler, industrial user, 
etc.), and by the customer (size) class of the wholesaler’s next buyer.  The customer class of the next 
buyer is an important component of the price because part of the margin is largely determined by how 
much of a product is sold.  
 
6. Prices -  
 

 MARGIN PRICES 
 

Margin prices typically apply to merchant wholesalers and manufacturer’s sales/branch office with stock 
that take title to a good.  The type of margin price collected will be determined in large part by how the 
reporter keeps his records and what type of information is available.  Even though customer class is an 
important price determining characteristic, supplier class also plays a major role.  There will be five 
acceptable types of margin that can be collected in this industry and they are prioritized below.     
 
1. Average gross margin per unit for a comparable customer class and/or supplier class for all sales 
within a comparable product line.  For example, all case sales to supermarkets of 12 ounce Coca Cola 
products.  Current month can be any time frame in the first three weeks of the current month.  In this 
type of repricing, an average weekly gross margin, two-week moving average, or even daily gross 
margin are considered acceptable while any lagged averages occurring before the first of the current 
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month are not considered acceptable.   Collect one price (margin) in this methodology.  It is not 
necessary to collect the acquisition price and sales price.    
 
If average gross margin price per unit is already available, Group 06 should not be filled out on the 
checklist. Enter the available margin price as the item price. However, Group 06 on the checklist can be 
used to calculate an average gross margin per unit by putting the average price in from the supplier and 
the average price out to the buyer and the resulting average margin per unit on the line for gross margin.  
 
This calculation will appear in the item description so that the reporter can update it.  Remember, in this 
case, to also enter the calculated average gross margin per unit as the item price. 
 
2. Average gross margin per unit for all customers and/or all suppliers for a comparable product line.  
For example, all case sales of 12 ounce Coca Cola and Pepsi products.  Otherwise, enter the information 
in the same manner that you would have in (a) above. 
 
3. Average gross margin per unit for a particular customer class and/or supplier class for all sales of a 
particular product.  The particular type of product will be as specific as possible as long as the product 
is comparable on an ongoing basis.  For example, all case sales to supermarkets of 12 ounce Diet Coca 
Cola.  Otherwise, enter the information in the same manner that you would have in (a) above. 
 
4. Average gross margin per unit for all customers and/or suppliers for all sales of a particular product.  
Collect the information in the same manner that you would have in (a) above except that the average 
margin would be for all customers for a specific product.  For example, all case sales of 12 ounce Diet 
Coca Cola.   
 
5. Gross margin for a single specific product transaction.  In this case, disaggregate to a specific 
quantity as well as a specific customer.  If a gross margin is available, then collect the gross margin and 
enter in the “Item Price” section of the transaction checklist.  For example, the margin price for a single 
case of 12 ounce Diet Coca Cola.     
 
A gross margin can always be calculated for single specific product transactions.  In this case, the 
respondent has the price-in and price-out, but does not have the margin readily available.  If this occurs, 
then use the Group 06 Gross Margin Pricing calculation to collect the price-in, price-out, and calculate 
the margin price.  The price-in would be the replacement cost (or the last supplier price).   
 
When collecting the price, whenever possible, the average gross margin should be entered as the item 
price even though the reporter may provide you both a price-in (from the supply source) and a price out 
(to the buyer) in the specification.   Avoid entering the price out as the item price and the supplier price 
as an adjustment to price. 
  
Note that margin percentages, sales dollars multiplied by margin percentages, or total dollars not on a 
per unit basis are not useable prices in the PPI. 
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 DOLLAR VALUE OF COMMISSION PRICES  
 

These prices typically apply to manufacturer’s sales/branch office without stock. On rare occasions, it is 
possible that a merchant wholesaler could charge a commission. This could occur when a merchant 
wholesaler will take title, but not possession of goods on a drop shipment. 
 
1. Average dollar value of commission per unit for a comparable customer class for all sales within a 

comparable product line.  If the dollar value of commissions is not available, use Group 07 to 
multiply the average commission percentage by the price per unit to get a dollar value of 
commission. Enter the dollar value of commission as the item price. 

 
2. Average dollar value of commission per unit for all customers for a comparable product line. If the 

dollar value of commissions is not available, use Group 07 to multiply the average commission 
percentage by the price per unit to get a dollar value of commission. Enter the dollar value of 
commission as the item price. 

 
3. Average dollar value of commissions per unit for a particular customer class for all of the sales of a 

particular product. If the dollar value of commissions is not available, use Group 07 to multiply the 
average commission percentage by the price per unit to get a dollar value of commission. Enter the 
dollar value of commission as the item price. 

 
4. Average dollar value of commission per unit for all customers for all sales of a particular product. 

Enter the dollar value of commission as the item price. If the dollar value of commissions is not 
available, use Group 07 to multiply the average commission percentage by the price per unit to get a 
dollar value of commission. Enter the dollar value of commission as the item price. 

 
Remember to calculate a weighted average percentage commission (specify the calculation in other 
features) if commission rates vary for any particular product (for example, commission rates could be 
different depending on the region where the products are sold).    
 
 
5. Dollar value of commission for a single specific product transaction.  Collect the commission 

percentage and the price per unit only if the sample unit does not keep records for commission 
dollars. 

 
 COMMISSION PRICES (FLAT FEE) 

 
Merchant wholesalers including manufacturers’ sales and branch offices do not typically price their 
services based on a flat fee commission price. However, in the event that they do, collect the flat fee for 
a single specific transaction. 

The preferred method of collecting any of the five prices above is to simply solicit the margin for the 
selected transaction and enter it as the “item price” on the transaction checklist. A margin price can be 
calculated on the product checklist if the SU does not have records by gross margin, but they do have 
price from supplier and price to buyer information such that a gross margin can be calculated. 
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The preferred price to collect is the total dollar value of commissions per unit for all sales within a 
comparable product line to a comparable customer class for all sales or branch offices included in the 
sample unit.  Because the supplier dictates the commission percentages, this should be relatively easy to 
collect.  If, however, each sales office has a different commission percentage (for example, by region) 
then a weighted average dollar value of commissions will need to be calculated.  The level at which the 
dollar value of commissions is collected (national, regional, local sales office, etc.) will largely depend on 
how records are kept within each sample unit.  Commission transactions should be collected at the most 
aggregate level possible. 
 
7. Discount Information not already included in Item Price (including rebates and cash discounts) –  
 
Discounts in wholesale trade industries can be the result of an incentive offered on the incoming price to 
the wholesaler or an outgoing price to the next level buyer.  However, APPRISE is not able to apply the 
discount to the appropriate price (APPRISE will apply the discount to the Item Price/Margin and not the 
incoming supply source price or the outgoing price). Whenever possible, the margin price being 
collected should be entered in the PPI collection system net of all discounts.  If that is not possible, then 
the factor in the adjustments-to-price section must be entered in dollars/cents.  This is because 
percentages that affect the incoming or outgoing price cannot be applied to a margin price.  In addition, 
enough information must be entered on the checklist to identify to the respondent to what price the 
discount is being applied.  This can be done either by entering the buyer and supply source price 
information in the columnar data box on the product checklist or by entering the information in the 
amount terms section.  Therefore, as an example, information for a 20% quantity discount given to a 
buyer on a product that had a sales price of $33.00 would be entered in the adjustments-to-price section 
of the collection system in the following way: 
 
 
TYPE  AMOUNT TERMS  CATEGORY REP. APPLIED ORDER APPLIED      SIGN             FACTOR 
Quantity  20% on $33.00 to buyer      D   N  01       -  6.6000  
 
In this example, the respondent will see the percent discount and terms given to the buyer on the 
repricing schedule.  However, the correct dollar amount will be subtracted from the margin price.  
Wholesale trade adjustments are unusual in that the direction of the sign (plus or minus) is determined 
by who receives the discount. Discounts received from suppliers will always be an addition (+) to the 
margin while discounts given by the wholesaler to a buyer will always be a subtraction (-) from the 
margin. 
 

Rebates 
Rebates can be received from suppliers or given to buyers. Most rebates are incentives that are not taken 
at the point-of-sale but are often wrapped up in an incentive check that arrives at the end of the year.  
They are often used to keep wholesalers tied to the supplier or buyers to wholesalers for the entire year 
 
The rebate amount collected must be entered as a dollar amount per unit and should be calculated using 
a reporter’s most recent applicable incentive period (usually yearly, but can be semi-annual, quarterly, or 
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even monthly).  The rebate amount should be divided by the applicable number of months and entered 
as the Adjustment Factor on the transaction checklist.  Entering it in this manner will equally prorate the 
amount over the applicable number of future months.  The total rebate amount, the number of items it 
applies to, and the incentive period should all be entered in “Amount/Terms” so that the reporter has the 
necessary information to update on a monthly basis. (Use other features, if necessary.)An example of a 
rebate from a supplier may be: $1000 yearly for 500 units.  The adjustment factor for this example 
would be 0.1667. ($1000/500 units = $2.00. Then $2.00/12 months = $0.1667). An example of a rebate 
received from a supplier is shown below.  
 
TYPE         AMOUNT TERMS           CATEGORY        REP. APPLIED        ORDER APPLIED         SIGN        FACTOR 
 
Rebate  $1000 yearly for 500 units           S                      N                       01             +         .1667   
            from supplier applied in January 
 

Cash discounts 
It is not necessary to collect cash discount information if the respondent provides an average price. 
If the price reported is for a single item transaction, cash discount information should be entered 
in the same manner as a shown in the quantity discount example shown above. 
 
8. Seasonal items in apparel industry 
The following rules will be usedkept by Washington office when substituting a discontinued seasonal 
item: 

a) keep the months available for pricing the same as the original item (the new item 
must be from the same season as the original one; for example: a short sleeve shirt 
cannot be substituted with a sweater) 

b) Substitute as soon as the new product comes into the inventory even if the old item is 
still being sold. 

c) Substitute products that are directly comparable.  A short sleeve shirt cannot be 
replaced with shorts.  In case a direct comparison is not available, a product from a 
higher grouping (i.e. tops) may be used 

 
9. Fashion items in apparel industry 
Fashion items are items that come and go in a short period of time and then are never sold again in the 
exact same style.  To substitute fashion items, the, Washington office will keep the same set of 
criteriasteps described for seasonal items above.  In addition, the new fashion item must be marketed 
toward the same demographic population as the originally collected product (i.e. teenage girls).   
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G.  Publication Goals 
 

 
Producer Price Index Revision 

 
Publication Title Listing      (ordered by higher map code) 

 
SIC/Cycle/Version – 424000A1 

  
     PPIR Code     PPIR Title       
 
     424000  Merchant wholesalers, nondurable goods 
 
     424000P  Primary services 
 
     4240001  Merchant wholesalers, nondurable goods 
 
     424000SM  Other receipts 
 
     424000M  Miscellaneous receipts 
 
     424000MM  Miscellaneous receipts 
 
     424000S     Secondary services 
 
     424000SS  Secondary services 
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