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producers. They take legal title to these products and usually 
have their own warehouses. The wholesaler and the retailer 
are large professional institutions that facilitate transactions 
between the primary producers and the consumer. 

Some wholesalers, called non-merchant wholesalers, do not 
take title to products—that is, a legal ownership interest in 
them. These wholesalers sell on commission and are often 
agents, brokers, or electronic marketplaces. They are an 
important and growing part of wholesale-retail networks. 

Although many consumer purchases are made through these 
and similar wholesale-retail distribution networks, the majority 
of consumer expenditures are not.  

To see why, examine Table 1, which presents consumer 
expenditures as measured by the Bureau of Economic 
Analysis of the Department of Commerce. The table illustrates 

This essay is part of a series exploring the importance of 
allowing flexible business models in the American economy. 

The United States has the largest and perhaps most complex 
economy in the world. It is tempting to avoid this complexity 
by describing much or even all of its economy with simple and 
familiar business models, such as wholesale-retail distribution 
networks. But doing so paints an inaccurate, incomplete 
portrait of the U.S. economy. 

In the typical wholesale-retail network model, a consumer 
makes purchases at a retail outlet, such as a grocery store. 
The grocery store, in turn, purchases different types of foods 
from a range of wholesale distributors, usually merchant 
wholesalers, and takes possession of the goods.  

Merchant wholesalers purchase and take possession of 
products from manufacturers, farmers, and other primary 
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that in the second quarter of 2019, 68.9 percent of American 
consumer expenditures were for services, not products.  

While a few financial services might be viewed through the 
lens of the wholesale-retail distribution model, the vast majority 
are purchased directly from the provider, without wholesalers 
and retailers in between. Common examples are restaurants, 
barbers and hairstylists, and transportation. Simply put, the 

vast majority of consumer expenditures are for services that 
are not part of a traditional wholesale-retail network. 

As Table 1 shows, 31.1 percent of consumer expenditures in Q2 
2019 were for goods. Although many goods are sold through 
wholesale-retail networks, many others are not. For example, 
factories deliver new automobiles directly to dealerships, and we 
do not usually speak of a wholesale automobile supply chain. 

Personal Consumption Expenditures by Major Type of Product
Seasonally adjusted at annual rates in US Billions

PERSONAL CONSUMPTION EXPENDITURES (PCE) 2019 Q2 2019 Q2 % OF PCE

PERSONAL CONSUMPTION EXPENDITURES (PCE) 14511.3

Goods 4508.8 31.1%

Durable Goods 1524.4 10.5%

Motor vehicles and parts 533.1 3.7%

Furnishings and durable household equipment 352.9 2.4%

Recreational goods and vehicles 414.4 2.9%

Other durable goods 224 1.5%

Nondurable Goods 2984.4 20.6%

Food and beverages purchased for off-premises consumption 1031 7.1%

Clothing and footwear 399.2 2.8%

Gasoline and other energy goods 349.3 2.4%

Other nondurable goods 1204.9 8.3%

Services 10002.5 68.9%

Household consumption expenditures (for services) 9559 65.9%

Housing and utilities 2657.4 18.3%

Health care 2457.1 16.9%

Transportation services 469.6 3.2%

Recreation services 583.7 4.0%

Food services and accommodations 1015.8 7.0%

Financial services and insurance 1150.7 7.9%

Other services 1224.7 8.4%

Source: Bureau of Economic Analysis | https://apps.bea.gov/iTable/iTable.cfm?reqid=19&step=2#reqid=19&step=2&isuri=1&isuri+1&1921=survey, 
August 30, 2019

https://apps.bea.gov/iTable/iTable.cfm?reqid=19&step=2#reqid=19&step=2&isuri=1&isuri+1&1921=survey
https://apps.bea.gov/iTable/iTable.cfm?reqid=19&step=2#reqid=19&step=2&isuri=1&isuri+1&1921=survey
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Similarly, many other goods go directly from original producers 
to retailers without passing through a formal wholesale network. 
For instance, milk, eggs, and some produce may be sold directly 
from producers to retailers without a wholesale intermediary. 

Ultimately, a consumer does not care how many levels of 
wholesale distribution a product or service has passed 
through. Consumers seek good quality at low prices from 
trusted sources. In some instances, consumers purchase 
goods and services through traditional wholesale-retail 
networks. In most others, they do not. Policymakers would be 
wise to acknowledge this reality. 

A CONSUMER DOES NOT CARE 

HOW MANY LEVELS OF WHOLESALE 

DISTRIBUTION A PRODUCT HAS 

PASSED THROUGH. CONSUMERS 

SEEK GOOD QUALITY AT LOW 

PRICES FROM TRUSTED SOURCES.
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