
Wholesale Industry Glossary
Use wholesale distribution terminology correctly so that your clients believe they can trust you
and the solutions that you recommend. Listed below are some of the key terms and abbreviations
you may come across

Industry terms
• Agent (broker). Someone who negotiates contracts for the purchase and sale of product but

who does not take title to the product.
•  Carrier. A truck, airplane, ship, railroad car, or other vehicle used for transporting products.

Wholesale distributors use two types of carriers:
•  Common carrier. An outside firm that delivers many companies' products in a shipment.
•  Contract carrier. An outside firm hired to deliver only the wholesale distributor's products.

• Customer. Wholesale distributors have three customer types:
• Contractor.  Plumbing, HVAC, electrical, carpentry, painting and wall covering, etc.

companies.
• Industrial customer. Generally a manufacturing or heavy-industry company whose

product becomes part of the production process or is used to service customers’ needs.
•  Retail customer. Generally a retailer or dealer that resells the product to the consumer

market.
• Distribution council. Distributors that advise manufacturers about policies and procedures.
• Wholesale distributor. Also known as merchant wholesale distributors. Independent

companies that take title to goods, add value to them, and sell the goods to other companies
for resale or business use. These other companies typically include retailers and industrial,
commercial, institutional, farm, government, and professional users.

Abbreviations

Abbreviations provide shortcuts for discussing industry operations. You should be familiar with
the following abbreviations for wholesale distribution.

Abbreviation Meaning
ABC Activity Based Costing
CPA Customer Profitability Analysis
ASN Advanced Ship Notice
DC distribution center
DRP distribution requirements planning
DMI distributor-managed inventory
DSR Distributor Sales Representative (outside sales)
EAN international article number
ECCC Electronic Commerce Council of Canada
ECR Efficient Consumer Response
EOQ economic order quantity
FIFO first in, first out
GTIN Global Trade Item Number
HVAC heating, ventilation, air-conditioning
IC inventory control
IM inventory management
JIT just-in-time inventory
JMI joint-managed inventory
LIFO last in, first out
MRO Maintenance, Repair, Operating (parts)



MSDS Material Safety Data Sheet
NAW National Association of Wholesaler-Distributors
PPA product line profitability analysis
RF radio frequency
RFID radio frequency identification
SCM supply chain management
SIC Standard Industry Classification
SKU stock-keeping unit
TQM Total Quality Management
UCC Uniform Code Council (United States)
UPC universal product code
VMI vendor-managed inventor

Inventory terms

The following terms are useful in discussing not only inventory management issues but also
purchasing, costing, and logistics:
• Inventory. Items available for sale to customers. The items are usually reported at the cost to

purchase them. However, if the cost of replacing such items declines, the inventories can be
devalued to reflect the decline in value. Two accounting methods are commonly used for
valuing inventory:
• FIFO. First in, first out. This method values inventory at purchase cost, which is often

lower than replacement cost. Items sold using this valuation method will have a lower
cost and will generate a higher profit.

• LIFO. Last in, first out. This method values inventory at replacement cost, which is
typically higher than inventory purchased earlier. The items sold using this valuation
method will have a higher cost and will generate a lower profit.
Note: The IRS requires written permission for a company to use LIFO. Using FIFO
accounting shows higher profits, which generates more tax revenue for the IRS.

• Inventory management (IM). Forecasting techniques to replenish inventory and help to
balance customer service levels against inventory investment. Inventory is managed in a
variety of ways:
• Distributor-managed inventory (DMI). The distributor manages the inventory for the

customer.
• Joint-managed inventory (JMI). The wholesaler and the customer jointly manage the

customer's inventory.
• Just-in-time (JIT). A materials flow process in which suppliers and purchasers agree to

the frequent delivery of items, often in small quantities, for use in the manufacturing
process, in plant maintenance, or for resale. The objective is to reduce inventory levels
and transaction costs by delivering items JIT for their use.

• Vendor-managed inventory (VMI). The supplier manages the inventory for the distributor.
• Distribution requirements planning (DRP). An alternative to inventory management

forecasting techniques, used when inventory must be managed to meet distribution
requirements. The technique requires requisitions for both externally purchased and internally
sourced items.

• Inventory control (IC). An accounting function that tracks the current status of any inventory
item in any location. Status information includes quantity on hand, price, and cost. IC also
requires familiarity with the following terms:
• Automated inventory control. Automated entry of inventory transactions directly into a

computer system. Automation allows increased volume, greater accuracy, and better
information and reporting.

• Economic order quantity (EOQ). A statistical method of determining when a product
should be reordered to replenish inventory, using the order quantity and timing that result
in the lowest overall cost.



• Inventory turnover. The number of times, on average, that inventory is replaced during a
period. It is calculated by dividing the cost of goods sold by the average inventory for the
period.

• Safety stock level. The minimum quantity of stock carried by the wholesale distributor, in
addition to estimated customer requirements, for use in the event of emergencies or
unforeseen delays in delivery by vendors.

Product & Channel terms

The following terms can help you discuss a client’s range of products and distribution methods:
• Commodity line. The goods or services, such as motor vehicles, automotive parts, or

supplies, that the wholesale distributor provides to its customers. Commodity lines usually
match the Standard Industrial Classification (SIC) major groupings.

• Commodity line level. The broadest classification of products under a major SIC code. For
example, a wholesale distributor carrying electrical and plumbing products is in two
commodity lines. A wholesale distributor carrying food products, drug products, and
stationery supplies is in three commodity lines.

• Product line level. The broadest product grouping within a specific commodity line. Specific
product line definitions generally follow natural product classes. A food wholesaler, for
example, might have 15 to 20 product lines classified as meat, canned fruits and vegetables,
fresh produce, condiments, paper products, supplies, equipment, and so on.

• Product line profitability analysis (PPA). Analysis based on the revenue and direct costs for
each product (usually determined through activity-based management techniques).

• Line items. Specific stock-keeping units (SKUs) within a product line. Line-item reporting is
typically the lowest level of record-keeping for products. Generally, two comparable items
from different vendors are considered as two separate line items.

• Stock-keeping units (SKUs). See line items.
• Standard industrial classification (SIC). A set of numeric codes used by the U.S. government

to categorize business and industrial activities. 

The following terms relate to product coding:
• Product codes. Standardized, government-mandated codes used to track products. There

are two types of product codes:
• Universal product code (UPC). Appears on product packaging as a symbol composed of

a set of lines and spaces that translate into a human-readable 12-character number. Also
known as a bar code.
Although UPC codes have been used on consumer products since the early 1970s, only
in the last two to three years has usage on retail products become mandatory. The
Electronic Commerce Council of Canada (ECCC) maintains standards for these codes in
Canada; the Uniform Code Council (UCC) maintains them in the United States.
If a UPC is used, the country where the product is manufactured determines whether the
Uniform Code Council (UCC) in the United States or the Electronic Commerce Council of
Canada (ECCC) issues the product code.

• International article number (EAN). Appears on the product packaging as a symbol
composed of a set of lines and spaces that translate into a human-readable 13-character
numeric number.
The EAN is used by companies outside the United States to identify their products. There
are 81 licensed countries in Europe capable of issuing these numbers. The Uniform Code
Council (UCC) in the United States or the Electronic Commerce Council of Canada
(ECCC) can issue EAN codes for products sold in either country. 

The following terms relate to product distribution:
• Alternative channel formats. Forms of distribution that deliver goods to consumers without

using the traditional wholesale distributor. For example, manufacturers might deliver their
products directly from the production facility to the end consumer.



• Disintermediation. Removal of the middleman (wholesale distributor) by a manufacturer who
sells directly to the consumer or a consumer who buys directly from the manufacturer.

• Distribution channel. The collective term for the business entities involved in passing goods
from the manufacturer to the end consumer through traditional wholesale distribution
channels or through alternate channel formats.

• Reintermediation. Insertion of the middle man back into the supply chain.

Warehouse equipment terms

To move product efficiently within the distribution center, distributors use various types of pallet
trucks. This equipment is divided into two types:

Motorized equipment

This equipment is powered either by electricity (rechargeable batteries) or by propane. The
operator sits or stands on the equipment. There are three types of motorized equipment:
• Lift truck or fork truck. A truck that has two forks on the front. An operator drives the truck

toward a pallet and slides the forks underneath a pallet. The forks are then raised to lift the
pallet off the ground to move it from one location to another. The operator can also use this
truck to stack the pallets on each other or place them into racks for storage.

• Clamp truck. Similar to a fork truck, but instead of forks, this truck has two large clamping
plates. The operator positions the open jaws of the clamping plates on either side of the
product and squeezes the load with enough pressure to lift and move the product. A clamp
truck is used when a product is shipped unpalletized or when the product is too large or bulky
to handle with a conventional fork truck.

• Reach truck. Similar to a fork truck, except that the boom, or mast, to which the forks are
attached can move. By extending the boom, the operator can maneuver and work in tight
conditions. A typical fork truck needs a minimum of eight feet to work in, but a reach truck can
work effectively in a six-foot aisle. When spread across a large distribution center, this
difference of two feet allows more racking and better utilization of space.

Walk-behind equipment

Referred to as walkies, this equipment moves one pallet at a time. The operator inserts the forks
of the walkie under the pallet and pumps the handle to raise the pallet off the floor.Walkies come
in two types:
• The manual walkie relies on muscle power to move the product. The manual walkie can only

move the product around and position it on the floor. It cannot stack pallets or lift a pallet into
a storage rack.

• The electric walkie is battery-powered and uses electrical power to move the pallet. The
operator controls the speed and direction. In some instances, the electric walkie can lift
product into a rack.

Warehouse storage terms

Typically, products are stored in three areas of a warehouse, depending on the type of product
being stored:

• Bin storage. An area where product is stored in plastic bins or containers rather than in
closed cardboard containers. Products that might be stored in bins include nuts, bolts, drill
bits, video games, and software.

• Bulk storage. An area where product is stored in its original container directly on the floor.
This area usually contains bulk product that can support itself, such as lawnmowers,
barbecue grills, or pallets of oil, wire, or cable.



• Caged storage. A segregated storage area within the distribution center that is enclosed with
a wire fence. Product stored here is usually expensive or dangerous, with access restricted to
a limited number of employees. Products that might be kept in caged storage include jewelry,
controlled drugs, narcotics, and ammunition. 

Container storage 
• Container. Any receptacle that protects a product from loss or physical damage during

storage or shipment. Typical containers include bags, barrels, drums, boxes, crates, or
packages. Container codes, also known as case codes, identify the product packed inside a
container. The code used depends on the contents or the container used. 

In a storage area, product is usually stored in some type of container: There are two types of
containers:
• Standard containers. The contents of a shipping container are standard when all units in the

shipping container are identical: they have the same description, size, count, weight, or price.
An example might be a container of 10 packages of corn flakes weighing 500 grams each.
A standard container uses the SCC-14 UPC shipping container code. This 14-character
numeric code includes the product UPC code and a packaging indicator.

• Variable containers. The contents of a shipping container are variable when the units in the
shipping container differ in some way, such as color, size, weight, or quantity.
A variable container uses an SSCC-18 serial shipping container code. This 18-character
numeric code includes the manufacturer’s identification in the Universal Product Code (UPC),
a packaging indicator, and a random serial number for the individual container. The
information linking the product packed in the container to the SSCC-18 code is transmitted to
the customer as part of an EDI transaction known as the Advanced Shipping Notice.

Rack storage

Products can also be stored on racks, particularly in bin storage areas. Warehouses use two
types of rack structures:
• Drive-through racking. A configuration that allows a forklift to drive through the storage rack

structure from one side to another.
• Flow rack. Rack storage that allows products to flow to the front of the rack for easy access. 

Pallet storage

Some products are stored on pallets or skids, particularly in bulk storage areas.
• Pallet. A flat platform used for storing and moving product. A pallet is constructed to allow a

fork truck to pick it up from either end or the side. The standard pallet size is 40 inches by 48
inches. Most pallets are constructed of hardwood and are made for multiple uses. Pallets can
be either purchased or rented.

• The standard purchased pallet is the CPC pallet. This orange pallet is a recognized industry
brand and is endorsed for usage by many food retailers and distributors.

• The CHEP pallet is similar to the CPC pallet except that it is blue and is rented on a daily
basis. It is the most commonly used pallet.
Note: CPC and CHEP are pallet brand names. 

• Skid. A skid is used like a pallet, but its size is not standardized. Skids are constructed for
front or back entry only. Skids are constructed of wood or paper and are used mainly for one-
way shipping. Disposal of skids can cause problems because of landfill restrictions. Skid
usage is declining in the industry in favor of the in favor of the CPC or CHEP pallets)
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