The Wholesale Business Model

Idea In Short

The wholesale business model sits between manufacturers and retailers, buying products in
bulk at a discount and reselling smaller quantities at a markup. Wholesalers absorb the cost
and complexity of storage, transport and inventory so that retailers, especially smaller ones
without their own warehousing, can stock shelves without negotiating directly with factories.
The model works because scale lowers per-unit cost: the more a wholesaler buys, the less it
pays per unit and part of that saving passes forward with a margin attached. Sysco
Corporation shows the model at industrial scale, moving food products from producers to
roughly 730,000 restaurant, hospital and school kitchens across ten countries. This article
examines how the wholesale model creates value, how it earns money and where digital

competition puts it under pressure.

What the Wholesale Model Actually Does

A typical supply chain runs from raw material suppliers to manufacturers, then to
distributors or wholesalers, then to retailers and finally to the end customer. The wholesale
business model occupies the middle of that chain: it buys finished goods from
manufacturers in large volumes and resells them to retailers, other businesses or
institutions, rarely to individual consumers. Because a wholesaler purchases at scale, it pays
less per unit than a single retailer could negotiate alone, then passes part of that saving
forward while keeping a margin for itself. In May 2026, seasonally adjusted sales of U.S.
merchant wholesalers reached $817.4 billion for the month, up 18.1 percent from a year
earlier, a scale that shows how much of the economy moves through this single layer of the
supply chain.1 The wholesaler takes on the physical work of transport, storage and quality
control so retailers do not have to negotiate directly with dozens of factories.

The Economics of Buying in Bulk

Wholesalers make money on markup, not on inventing new products or building new

Think Insights - thinkinsights.net -1-



brands. They negotiate volume discounts from manufacturers, then resell smaller lots to
retailers at a price that still sits below what the retailer would pay buying direct in small
batches. Because wholesalers ship in bulk, freight costs per unit fall and because their
customers are other businesses rather than end consumers, marketing spend stays
comparatively low. The tradeoff sits in cash flow: wholesalers rarely collect payment up
front, so they carry receivables and inventory risk while retailers sell through their stock.

Wholesale Compared With Retail

Retail and wholesale sit on opposite sides of the same transaction, which explains why few
companies try to run both at once. A retailer sells small quantities directly to consumers,
invests heavily in storefronts, service and marketing and carries the risk of unsold inventory
reaching the final shopper. A wholesaler sells larger quantities to other businesses, spends
little on consumer marketing and passes the retail-facing risk downstream. That division of
labor is why small retailers, which lack the warehousing and purchasing power of large
chains, depend on wholesalers to access the same products that big-box retailers buy

directly from manufacturers.

The Three Types of Wholesalers

Wholesalers fall into three broad categories. Merchant wholesalers buy inventory outright,
store it, price it and sell it to retailers; they make up the majority of the industry and often go
by names such as distributor, jobber, importer or supply house. Agents, brokers and
commission merchants never take ownership of the goods they handle; they connect
manufacturers that lack their own sales force to retailers and earn a commission on the
deals they arrange. Manufacturers' sales branches are a third path, used mainly by large
producers that build their own distribution arms once order volumes justify the cost, cutting
out the independent wholesaler to protect margin. Sysco and most companies described as
wholesalers operate as merchant wholesalers: they take title to the goods, carry the
inventory risk and profit from the spread between purchase and resale price.

Digital Pressure on a Traditional Model

Digital marketplaces have narrowed the advantage traditional wholesalers once held on
price and convenience. Platforms built on consumer e-commerce infrastructure let

manufacturers reach retail buyers directly, bypassing the wholesale layer for products that
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ship easily and need little technical support. Research from McKinsey on industrial
distribution found that traditional distributors keep an edge where the product mix is
complex, where customers need technical expertise, or where delivery involves oversized
or hard-to-handle goods.2

Regardless of which segment they are in, all distributors, even those whose
customer relationships seem invulnerable today, should craft plans to compete with
digital disruptors

That warning applies as much to a food distributor managing thousands of refrigerated
stock-keeping units as it does to an industrial parts supplier, since customers on both sides
now expect faster ordering and clearer pricing than a phone-and-fax relationship offered.

What Keeps a Wholesale Business Durable

Price alone no longer wins wholesale customers, because most buyers can compare quotes
across several distributors within minutes. What sustains a wholesale business over time is
the strength of its supplier relationships, since a distributor that suppliers trust gets better
terms, faster restocking and first access to scarce inventory. Equally important is market
knowledge: a wholesaler sitting between hundreds of manufacturers and thousands of retail
buyers sees demand shifts before either side does and can use that visibility to adjust
assortments ahead of competitors. Wholesale distribution remains a major source of
American employment, supporting millions of jobs across warehousing, transportation and
sales roles.3 Companies that pair competitive pricing with reliable service and category
expertise tend to outlast those competing on price alone.

Sysco as a Case in Scale

Sysco Corporation shows what the wholesale model looks like when applied to foodservice
at national scale. The company distributes food and related products to restaurants,
hospitals, schools, hotels and other institutions, buying from thousands of food producers
and reselling to roughly 730,000 customer locations across ten countries.4 Sysco closed
fiscal 2025 with sales of $81.4 billion, moved through a network of roughly 340 distribution
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centers.5 The sections below break that operation down using the business model canvas,
showing how each part of the wholesale model shows up inside a single large distributor.

Key Partners

Sysco's key partners start with thousands of food producers, growers and manufacturers
who supply everything from proteins to paper goods. Freight carriers and third-party
logistics providers extend the reach of Sysco's own refrigerated fleet into regions its trucks
do not cover directly. Packaging and equipment suppliers round out the network, alongside
technology vendors that support route optimization, ordering platforms and warehouse
management. Food safety certification bodies also factor in, helping Sysco maintain
consistent quality standards across a fragmented supplier base.

Key Activities

Sysco's core activities center on sourcing food products from producers, consolidating
them in regional warehouses and delivering them on tight schedules to commercial kitchens.
Inventory management keeps perishable stock moving fast enough to avoid spoilage while
maintaining the breadth of a broadline catalog. Route planning and fleet dispatch determine
which trucks reach which restaurants each morning, often before a kitchen opens for the
day. Sysco also runs advisory services that help smaller restaurant customers with menu
planning and cost control, deepening the relationship beyond a simple delivery transaction.

Key Resources

Sysco's most valuable resources are physical: roughly 340 distribution centers and a large
refrigerated truck fleet capable of maintaining cold chain integrity from warehouse to
kitchen door. Its workforce, delivery drivers, warehouse staff and dedicated sales
representatives, forms the second pillar, since relationships with kitchen managers and
purchasing directors depend on consistent human contact. Proprietary ordering and supply
chain software let Sysco forecast demand and manage inventory across a catalog spanning
hundreds of thousands of items.

Value Propositions

Sysco's value proposition rests on giving foodservice operators a single source for products

Think Insights - thinkinsights.net -4-



that would otherwise require dozens of separate suppliers, from proteins and produce to
disposables and equipment. Reliable, scheduled delivery lets restaurants and institutions run
lean kitchens without holding large amounts of inventory themselves. Cold chain handling
protects perishable products through every step between the farm and the plate. Trade
credit terms ease cash flow for smaller operators, while category expertise and menu
consulting help customers manage costs and adapt to shifting consumer tastes.

Customer Relationships

Sysco pairs most customers with a dedicated sales consultant who understands their
specific kitchen, volume and preferences, building a relationship that goes beyond order-
taking. Larger chain accounts, served through the SYGMA segment, run on negotiated
contracts with service-level commitments rather than informal ordering. Digital ordering
platforms give customers self-service access for routine reorders, freeing sales staff to
focus on menu planning and problem-solving. Customer support teams handle delivery
issues and substitutions in real time, which matters most during supply disruptions.

Channels

Sysco reaches customers through a direct sales force that calls on restaurants, hospitals
and schools in person, supplemented by a digital ordering platform for routine purchases. Its
own fleet of delivery trucks, dispatched from the distribution center network, forms the
physical channel that gets orders to kitchen doors on schedule. Specialty units such as
FreshPoint for produce and Buckhead Meats for proteins act as separate channels serving
customers with more specific sourcing needs. The SYGMA segment operates as a distinct
channel built for large chain restaurant accounts that require high volume and centralized
billing.

Customer Segments

Sysco's customer base spans independent restaurants, regional and national restaurant
chains and institutional buyers such as hospitals, nursing homes and schools. Hotels and
other hospitality accounts form another segment with distinct volume and timing needs.
Government facilities, including military bases and correctional institutions, round out the
mix with contracts that emphasize price stability and compliance. Across roughly 730,000
customer locations, the common thread is a commercial kitchen that needs consistent, high-
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volume food supply rather than a single household order.

Cost Structure

Cost of goods sold makes up the largest share of Sysco's cost base, reflecting the volume
of food and related products purchased from suppliers each year. Warehousing,
refrigerated transportation and fuel form the second major cost category, since operating a
340-location distribution network and a large delivery fleet is capital and labor intensive.
Wages for drivers, warehouse staff and sales consultants add a significant cost that scales
with customer count rather than order size. Ongoing investment in supply chain technology
and route optimization adds a smaller but growing cost line aimed at protecting margin as
volumes rise.

Revenue Streams

Nearly all of Sysco's revenue comes from selling food and related products at a markup
over its purchase cost, structured across three reporting segments. U.S. Foodservice,
including broadline distribution and specialty units like FreshPoint and Buckhead Meats,
generated roughly $57 billion in fiscal 2025 and remains the largest contributor. SYGMA,
built for high-volume chain restaurant accounts, added about $8.4 billion, while International
Foodservice Operations across Canada, the United Kingdom, Ireland, France and Latin
America contributed close to $15 billion. Together these streams pushed Sysco to sales of
$81.4 billion in fiscal 2025.

TMonthly wholesale trade report

2Disrupt or be disrupted in distribution

3NAW industry overview

4Sysco fiscal 2025 annual report

5Sysco annual reports and SEC filings

Summary

The wholesale business model survives because it solves a coordination problem neither
manufacturers nor retailers want to own directly. Manufacturers want to sell in large

batches; retailers want to buy in small ones, restock often and avoid tying up cash in
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inventory. Wholesalers absorb that mismatch, taking on storage, transport and cash-flow
risk in exchange for a margin on every unit that moves through their warehouses. Sysco's
scale, roughly 730,000 customer locations served from a network spanning ten countries,
shows how far that model extends when a distributor pairs purchasing power with logistics
discipline. Digital marketplaces have made price comparison instant and pushed
wholesalers to compete on service, technical expertise and reliability rather than access
alone. The distributors that keep growing are the ones that treat those relationships, not just
their trucks and warehouses, as the asset worth protecting.
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