
Class Notes 

Class: XI Topic: Internal trade 

Services of a Wholesaler and 

Retailer Subject: BUSINESS 

STUDIES 

 

Meaning: 

Buying and selling of goods and services within the geographical boundaries of a country is known 
as internal trade. 

 

Classification of Internal Trade: 

 

 

 

WHOLESALE TRADE 
 

Services to Manufacturers: 

1. Facilitates large scale production- Wholesaler purchases in bulk quantities from 

the manufacturer thus enabling the manufacturer to undertake production on a large 

scale. 

2. Risk bearing-The wholesaler takes the title of goods and thus bears the risk 

related to spoilage, change in demand, fall in prices, damage etc. Thereby relieving the 

manufacturer from such risks. 

3. Financial Assistance- The wholesaler makes advance payment or cash payment for 

goods purchased in bulk, thus providing financial assistance to the manufacturer. 

4. Expert advice- wholesaler provides latest market information to the manufacturer 

related to change in demand, change in taste and preference of the consumers, new 

products in the market etc. which enables the manufacturer to make changes as per the 

changing demand. 

5. Marketing Function- wholesaler takes the responsibility of distribution of 

products to the numerous retailers. This helps the manufacturer to concentrate on 

production. 

6. Production Continuity- wholesaler purchases products from the manufacturer on 

regular basis thereby enabling production throughout the year. 

7. Storage- wholesaler store goods in their warehouses. Thus the manufacturer need not 

take the burden related to storage of finished goods. Thus they provide time utility. 

 

Wholesale Trade

•Purchase and sale of goods and services in large quantities for the 

purpose of resale or intermediate use.

Retail Trade

•Purchase and sale of goods in relatively small quantities to the ultimate 

consumers.



 
Services to Retailers 

1. Variety of products- wholesaler provides products of different manufacturers in 

smaller quantities to the retailer who in turn can provide the same facility to the 

consumers. 

2. Marketing support- wholesaler provide marketing support to the retailers by helping in 

the display, advertisement and other sales promotional activities of the products thereby 

helping in increasing the sale of the products. 

3. Grant of credit- wholesaler grants credit facility to the retailer thus enabling the retailer 

to manage with lesser working capital. 

4. Specialised knowledge- wholesaler have complete knowledge about the products 

produced (features, technology used etc.) competitive advantage over the competitors 

product. They share this information with the retailers and thus help the retailers in 

demonstrating and selling the products. 

5. Risk sharing- wholesaler reduce the risk of retailers related to storage, spoilage, 

pilferage, fall in prices, sudden change in demand by selling goods to them in small 

quantities. 

 

RETAIL TRADE 

Meaning 

Retail trade is that branch of internal trade which is devoted to the sale of goods and 

services to the ultimate consumers for their personal use. It represents the final   stage in 

the process of distribution. 

Features of Retailers 

 They are final link in the process of distribution of goods. 

 They sell goods to the ultimate consumers. 

 They sell in small quantities as per the need of the consumer. 

 They make a variety of goods available to the consumers at various places. 

 Retailers can trade through departmental stores, chai stores, general stores, 

exhibitions, online selling etc. 

Services of Retailers to Manufacturer/ Wholesaler 

1. Distribution of goods- Retailers help in distribution of goods to large number of 

consumers spread over a large geographical area. 

2. Personal selling- Retailers are in direct contact with the customers. Thus they 

convert consumers into customers through their personal efforts. 

3. Market information- Retailers collect feedback about the customers’ expectations 
from a product, their dissatisfaction, their tastes and preferences etc. and pass it on to 

the manufacturers so that they can produce products accordingly. 

4. Promotion– Retailers participate in promotional activities like free gifts, gift coupons, 

discounts etc. Offered by the manufacturers there by increasing the sales volume. 

5. Distribution of goods- Retailers help in distribution of goods to large number of 

consumers spread over a large geographical area. 

6. Risk sharing- Retailers share the risk related to storage, fall in price etc. along with 



the manufacturer and the wholesaler. 

7. Large scale operation- Retailers reach out to the numerous consumers spread over 

a large geographical area thereby enabling the manufacturer to concentrate in production 

and operate on a large scale. 

 

Services to consumers  

1. Regular availability of products: Retailers maintain regular availability of various products 

manufactured by different manufacturers to the consumers.  

2. New products information: Retailers provide important information about the arrival, 

features of new products to the customers through their personal selling efforts.  

3. Convenience in buying: Retailers offer great convenience to the customers in buying 

products of their requirements in small quantities and normally they are situated near to 

the residential areas.  

4. Wide selection: Retailers keep stock of variety of products of different manufacturers thus 

enabling the consumer to make choice out of a white selection of goods.  

5. After sales services: Retailers also provide after sales services like home delivery, 

maintenance Services etc.  

6. Providing credit facility: Retailers also provide credit facility to the regular buyers. 

 

Multiple Shops/ Chain Stores 

Network of retail shops located at different places across the country, dealing in same 

product, having similar appearance and operating under same ownership. 

Features 

 They specialize in one line of products. 

 They sell same product at same prices. 

 They have identical selling strategies and displays. 

 Their day to day affairs are managed by branch managers. 

 They have centralized purchases managed by the head office and 

decentralized sales managed by individual stores. 

 They sell on cash basis. 

Advantages 

1) There is no risk of bad debts as sales are on cash basis. 

2) The goods can easily be transferred from one store to another depending 

upon the demand in a particular locality. 

3) The losses incurred by one shop can be covered by profits in other shops. 

Thus there is diffusion of risk. 

4) Due to centralized purchasing in bulk there is benefit of economies of scale. 

5) Due to centralized purchasing price and quality of the products are fixed and 

standardized. 

6) Due to direct sales to the customers, the middlemen are eliminated and their 

related cost and expenses are reduced. 

7) In case a shop is not making profit it can be closed without affecting the profit 

of the whole organization. 



Disadvantages 

1. Chain stores may provide limited choice to the customers to compare the 

product with other brands as the products are of a single manufacturer. 

2. The branch manager and the staff of the chain stores have to implement the 

policies and strategies developed by the head office. Thus they cannot use their 

creativity, take initiative or take their own decisions. 

 

3. Lack of initiative among the employees leads to lack of personal touch with the 

customer. 

4. If there is a sudden change in demand the multiple stores may face huge 

losses due to unsold stock. 

5. Chain stores require huge investment and has high operating cost. 

 
 

MAIL ORDER HOUSES 

They are retail outlets that sell their merchandise through mail. 

Features 

 No personal contact between the buyer and seller. 

 Not limited to any geographical location. 

 Suitable for consumer goods having high demand, durability, standardized 

and can be easily transported. 

 Advertisement is the medium used for creating demand in the market. 

Advantages 

 

 

1. Limited capital is required for starting mail order business as it does not involve 

 Much infrastructure 

 Huge stock levels 

 More number of employees 

 Huge operating costs. 

2. Products are directly sold to the customers hence middlemen are eliminated and 

this reduces the cost of the product making it more economical. 

3. No chance of bad debts as the payment is either received in advance or at the 

time of delivery of the product. 

4. It can reach out and deliver goods to customers at all those places across the 

country where postal services are available. Thus it is not limited to any geographical 

location and has wide reach. 

5. It is a convenient mode of shopping as goods can be ordered and received sitting 

at home. 

Limitations 



1. There is no personal contact between the buyer and seller. This may lead to 

misunderstanding and mistrust between them as the seller is not in a position to 

clear the doubts of the buyer nor the buyer is in a position to physically examine the 

goods before buying. 

2. There is absence of after sales service as buyer and seller are located far from 

each other. This may lead to customer dissatisfaction and affect future sales. 

 

3. There are no credit facilities available hence it may not attract customers who 

prefer credit buying. 

4. Immediate delivery of goods is not possible as the goods are sent through mail 

which involves time. 

5. There is possibility of fraud as dishonest traders may show quality product in 

advertisement but deliver inferior quality product or may even not deliver the 

product after receiving advance payment. 

6. This business is dependent on the availability and efficiency of postal services. 

Delayed or wrong deliveries may spoil the reputation of the business. 

7. It attracts only those customers who have an access to print media and can read 

and understand the advertisement. Thus in mail order business the customer base is 

limited. 

8. High promotion cost is involved in this business as the business has to spend 

heavily on advertisement of the product. 

 
 

Extra question 

For what type of product mail order business is not suitable? This 

type of business is not suitable for: 

 Perishable goods 

 Bulky goods 

 Complex goods which needs explanation and description 

 Which cannot be graded or standardized 

 Which cannot be easily transported 

 Which is not having continuous demand 





 


