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ABSTRACT

The objective behind this research was to identify major criteria that could be
used to measure the stage of purchasing development reached within an
organisation. A literature review identified eighteen major dependent variables,
measurements of which were indicative of purchasing development. These
dependent variables were subsequently refined and developed using two pilot
studies and a five point profiling matrix was developed for each of the
measurement criteria concerned.

The research methodology was essentially qualitative and used a grounded
approach. Being exploratory in nature the intention of the methodology was to
identify major criteria affecting the purchasing development process rather than
identifying cause and effect, amongst the measurement criteria.

The research sample involved two pilot studies and the main research sample,
which consisted of six organisations, each with different sales turnovers, drawn
from both the Public and Private sectors. These six organisational case
studies were explored in depth, using a qualitative research approach. Again a
grounded approach was used to analyse the data collected.

The results further helped to refine and develop a purchasing profile framework
and suggested the relationships between these dependent variables.
Considerable evidence was also collected in terms of major independent
variables likely to affect purchasing development.

The research results will enable future practitioners and researchers to classify
stages of purchasing development. Five stages have been identified: infant,
awakening, development, mature and advanced. From the research results,
interviewees believed that a more advanced proactive purchasing activity
would lead to a more effective profitable organisation. These research findings
offer a useful analytical tool for establishing the stage of purchasing
development reached, and highlights deficiencies in a development profile.
Finally, the research suggests alternative ways of developing the activity and
likely time periods involved, in the development of the dependent criteria
identified.
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CHAPTER 1 INTRODUCTION

1.1 Purchasing Development
The purpose of this thesis is to develop a conceptual framework or structure
using various measurement criteria, that would indicate the stage of
development reached by a purchasing activity within an organisation. A
literature survey and preliminary field work more clearly identified major
measurement criteria in the area.

The purchasing function within many organisations has been relatively slow
in developing. However, over the last few decades, academics and
practitioners in the area have witnessed dramatic changes in terms of its
scope and general development. The development of the function across a
wide range of organisations is patchy, in some it is still seen as a clerically
reactive function, whilst in others it is a strategically proactive, integrated
activity. What constitutes a developed or less developed purchasing activity
is identified using a number of measurement criteria.

The importance of a well developed strategically proactive purchasing and
supply activity in terms of the successful implementation of World Class
concepts and the value chain Porter (1985), Nishisguchi (1994) is well
documented and will be described in more detail in the next chapter. An
organisation where the activity is not as well developed would not be able to
contribute effectively in these areas.

A proactive, developed, purchasing activity could attempt to reduce long
term strategic acquisition costs. This is often achieved through a more
efficient supply chain, and the buyer working closely with the supplier,
squeezing out unnecessary costs and maximising value added concepts.

With the development and extension of World Class Strategies such as Just
in Time (JIT) and Total Quality Management (TQM), that are essentially
concerned with strategically reducing unnecessary costs throughout the
organisation, greater pressure has been brought to bear on purchasing to
take a more active role in their implementation, particularly in the areas of
supplier base management and partnership sourcing.



Whether or not the purchasing activity can effectively deal with these new
issues and demands placed upon it is likely to be affected by its state of
development and expertise. The more developed and integrated the activity,
the more likely it is to be able to play a proactive role in these areas. An
example to illustrate the contribution of purchasing at different stages of
purchasing development is given in Fig 1.1. It can be seen that as the
activity develops, so its organisational contribution is likely to increase.

Fig. 1.1 Relationships of contribution of Purchasing to the Development
of the Function

EXTENT OF CHARACTERISTICS TIME POSSIBLE ADDIT-
DEVELOPMENT HORIZON IONAL
CONTRIBUTION
Low Clerical Now Small
Reactive
Fragmented
Medium Buying 1 year 10-15%
Oriented
Developing
High Proactive up to Additional cost
Integrated 5 years savings and
Strategic strategic
Focus contribution
25-30%

Source: Purchasing Principles and Management, 7th Edition, Bailey, Farmer,
Jessop and Jones 1994.

Managers need to know as objectively as possible how well developed their
purchasing activities are and where further developments may be required to
achieve demands made on them. The stage of purchasing development
reached is also likely to have an effect on whether the activity is outsourced



or not and what stage in its development certain "internal outsourcing” of the
activity might be essential.

1.2  Developing a Conceptual Purchasing Framework
Information obtained from pilot studies and the main research case studies
allowed the design of an operational purchasing development framework.

Major criteria affecting development initially examined in the literature survey
were further refined in subsequent fieldwork. Relationships between the
measurement criteria were also examined. The research more clearly
identifies purchasing development sequences and highlights the importance
of both internal and external factors in the total development process.

Using a small number of case studies, factors affecting the development of
the purchasing activity have been more clearly identified. At this time, no
such operationalised purchasing development criteria are available, and
therefore it is difficult to identify how and in which areas the activity should be
moving if it is to develop effectively. Organisations may well have accepted
the need to develop their purchasing functions, but they need to identify
more clearly where their purchasing function is now, in terms of
development, and which areas need radical development immediately. It is
envisaged that this research thesis will help identify problem areas with
certain of the development criteria, and suggest possible development paths,
for purchasing activities studied.

Profiles are constructed for each of the measurement criteria in the
organisational case studies and, from the survey, major independent factors
affecting development highlighted.  Having identified their profiles,
organisations could decide the most effective way ahead for developing their
purchasing activities, this could involve bench marking against more
advanced purchasing organisations.



1.3 Research Methodology and Limitations

The research is essentially exploratory and concerned with identifying
development criteria and their relationship to each other. Results are
obtained from an in depth case study approach using a grounded research
methodology. The approach is not the traditional quantitative cause effect
methodology and does not seek to develop theory but rather to identify
development criteria and explain relationships between them and external
factors likely to effect the total development process. Qualitative
methodology is more focused on meanings and attempts to understand what
is happening.

1.4 Research Overview

In Chapter 2, a literature survey helps to identify purchasing development
measurement criteria and those internal and external variables likely to affect
the development process. Chapter 3 identifies more clearly operationalised
measurement criteria developed from the research. Chapters 4 and §
describe the research methodology chosen and why, and justifies an
essentially qualitative research approach using the case study method of
investigation. In Chapter 6, the results from six organisations chosen are
given and in Chapter 7, analysis of the results and their impact is discussed
in detail. Finally, in Chapters 8 and 9 there is a general summary and
conclusion with possible future research opportunities.

1.5 Summary

This chapter has examined some of the reasons for measuring the stage of
purchasing development reached by an organisation. It has also introduced
the concept of a purchasing framework to identify major dependent criteria
likely to affect purchasing development and the inter-relationship between
measurement criteria and variables likely to affect the purchasing
development process.



CHAPTER 2 LITERATURE SURVEY

2.1 Introduction
This Chapter reviews the literature related to the development of purchasing
activity, and identifies measurement criteria.

2.2  Literature Survey - Objectives

o Identify the role and scope of the Purchasing and supply activity

e review the literature to identify criteria indicative of purchasing
development

e having identified major dependent criteria, construct a development
framework .

« indicate major interdependent variables likely to affect purchasing
development

« indicate likely connections between dependent variables that can be
researched fully in the field surveys.

2.3  Purchasing

The Purchasing and Supply function has historically been regarded as a
relatively unimportant activity in many organisations. lts status and influence
have been relatively low, Kellogg (1970), Williams (1987) and Cannon
(1995), particularly when compared with other functional areas such as
Finance and Production. The Purchasing activity has however, seen
considerable changes in its status over the last twenty years as a result of
both internal and external factors affecting its development. Reasons for the
growth, and the changing status of the function are contained in the
literature, Bailey, Farmer, Jessop and Jones (1994), Reck and Long (1988).
Essentially, the reasons for its development revolve around such factors as a
recognition of the strategic importance of the activity and its importance in
reducing organisational costs, particularly through supply chain integration.
The ability of purchasing to fulfii a strategic proactive role within the
organisation is affected by its existing stage of development. It is highly
unlikely that a reactive clerical purchasing activity could take on board
concepts such as Supply Chain Management, [MacBeth and Fergusson
(1990)], Lean Supply [Lamming (1993)], or understand concern over
strategies, acquisition cost and total cost of acquisition, [Schilleweart (1996)].



Whilst the literature records the low status of purchasing [Kellogg (1970)]
many references exist to it being non strategic [Ansoff (1967)]. Williams
(1987) reflects "in the aggregate, doctorial research in any discipline should
reflect state-of-the-art developments that have implications for both theory
and practice". He continues "at the present time, with highly documented
and publicised accounts of purchasing's potential for contributions to the
profitability of the firm, practising managers and academics alike are
reassessing their perceptions concerning the role of purchasing and
materials in the organisation". He observes little doctorial research in the
purchasing area.

24  Purchasing Defined

Before one can attempt to measure purchasing development, it is important
to define the function, the scope of the activity concerned, and where it
appears in the organisational structure. Purchasing can be defined simply
as the function concerned with obtaining the right quality of material at the
right time, in the right quantity, from the right source, at the right price.
(Chartered Institute of Purchasing and Supply definitions), Bailey, Farmer,
Jessop and Jones (1994) all give similar definitions.

The purchasing function as Shealy (1985) reminds us, is found in all types of
business. He remarks however, that there is a distinction between "the
function and the purchasing department”, and that many of the functions of
purchasing may well be fragmented within an organisation. Kellogg (1970)
however, observes the buyer "may be aided, guided, advised, consulted,
directed, overseen, governed, but throughout he is involved." Lister (1967),
shows that the purchasing executive has a significant say in all purchasing
decisions. It will be demonstrated later in this survey that the degree of
involvement by purchasing in decision making is an important indicator as to
the stage of purchasing evolution reached within an organisation.

The definitions of purchasing given however, are general, and require
elaboration. Further definition may be found in Ammer (1980), Aljian (1990),
Saunders (1995). Earlier definitions of the activity however are now being
questioned. The more developed the activity the greater its role tends to be.
Thus a buyer in an Organisation involved in such areas as:-

+ World Class Concepts



e Lean Supply

» Strategic Acquisition Costs

e Cost of Ownership

e Managing the Supply Chain

would need totally different skills to his counterpart of twenty years ago or a
buyer still involved in typical clerical and transactional duties.

Purchasing development is likely to be irregular with different demands
placed on it from different Organisations. A major problem faced by
purchasing occurs when the Organisation demands a proactive strategic
function but in reality has a transactional clerical activity. Purchasing
effectiveness can be defined as the "ability of the purchasing activity to
achieve those organisational objectives expected of it".

2.4.1 Purchasing Activity ‘

The purchasing activity need not necessarily be contained within the
purchasing department. It is likely that as the activity develops and is trusted
within an organisation a separate purchasing function will develop. It is likely
that the purchasing department itself, in order to evolve will at some stage in
its development, devolve more routine purchasing back to user departments,
[Lamming and Cox (1995)]. This research thesis is concerned primarily with
measuring the purchasing activity within an organisation, in most cases
within the purchasing department.

2.4.2 Functions of Purchasing

The functions of the purchasing department are likely to vary considerably
from organisation to organisation, depending on their stage of development.
Baily et al (1994) cites the following functions of purchasing:

o To supply the organisation with a steady flow of materials and sources to
meet its needs.

e Ensure continuity of supply.

« Develop alternative source of supply.

e Buy wisely, and efficiently.

o Develop suppliers.

e Manage inventory and stock.

e Develop sound relationships with other departments.



o Develop staff, policies, procedures, and organisation to ensure the
achievement of the forgoing objectives and functions.

Aljian (1986) gives a far more detailed list of purchasing functions as shown
in Appendix 1.

More recently the Purchasing and Supply Lead Body see the activity as
being involved in purchasing and supply chain management that is,

“Helping to provide the interface between customer and supplier in order to
plan, obtain, store and distribute as necessary, supplies of materials, goods
and services to enable the Organisation to satisfy its external and internal
customers".

One might expect, for example, that purchasing in its early stages of
evolution may become involved in a wide range of activities. As corporate
awareness develops regarding the purchasing activity, more detailed and
specific functions may be identified. For example, price negotiations and
cost reduction are seen as being a particularly important part of the
purchasing function. Savings achieved in this area could be considerable,
[Farrington (1978)], [Farrington and Woodmansey (1980)]. If purchasing's
efforts are directed into too many areas, then its ability to make such savings
and offer positive contributions is reduced, that is the opportunity cost
argument.

Whilst one would expect to find purchasing involved in a wide range of
activities in small organisations, specialisation of the activity and greater role
definition is likely as organisations grow and develop.

The Chartered Institute of Purchasing and Supply define "PURCHASING
AND SUPPLY" as being concerned with such activities as:

« Design and specification of requirements

e Source selection (the search for alternative sources of supply)

o Negotiation of contracts and the management of projects

» Evaluation of potential suppliers and the analysis of their costs

» Acquisition of materials and services

» Inspection and quality assurance

» Inventory control, decisions on stock and re-order levels



» Handling, storage and distribution of raw materials, components, and
finished goods, (to the point of transfer to the sales function)
o Disposal of waste and redundant materials.

At a strategic and tactical level the term Purchasing and Supply in many
ways equates with the commonly used American term - "Procurement"”.

Aljian (1986) writes "over a period of time, purchasing has evolved from
being little more than a clerical function, to its present structure in
management. Likewise the term "purchasing" has evolved to encompass
much more than "buying". He continues, "with the new responsibilities that
this evolution added to purchasing, it became desirable to use a term which
more accurately describes these wider areas. Hence the term procurement
rather than purchasing is used by many, particularly in governmental
agencies, to describe the combined functions of purchasing, inventory
control, traffic, receiving, incoming Inspection and salvage operations".
Dobler, Lee and Burt (1986) concur with this definition, observing the term
“procurement” originated in governmental organisations. For many years,
however, it has been used in segments of American Industry. Hill, writing in
1974 remarks, mistakenly, that the "buying unit" is referred to as the
procurement function in the United States, and the purchasing function in the
United Kingdom. In many ways the terms procurement, and purchasing and
supply are now more clearly identified as the Materials Management
Concept.

2.4.3 Materials Management Concept

Materials Management can be defined as "a confederacy of traditional
materials activities bound by a common idea - the idea of an integrated
management approach to planning, acquisition, conversion, flow and
distribution of materials from the raw material state to the finished product
state", Ammer (1968). No general consensus exists however as to the
precise functional areas involved in the concept. Ammer (1968), "there is no
agreement as to precisely what activities sold be undertaken by the Materials
Manager". French (1983) developed a broadly based definition:

" Materials Management can be broadly defined as purchasing plus all other
major procurement or supply responsibilities including stores and stock
control, inventory management, traffic, receiving, warehousing, and salvage,



and often production planning control’. Some organisations also include
materials handling and shipping. In attempting to study purchasing
development therefore, it is important to define its scope. However, it may
well be that purchasing is integrated with other activities and functions that
are not seen as being part of the research project, but have a bearing on the
development of the function.

Purchasing development may only be possible within an integrated
procurement or materials management function. As these new forms of the
organisation appear, so the status of purchasing is likely to change. Table
2.1 attempts to show how the responsibilities grow depending on which
definition is chosen. In some small organisations, the role of purchasing
encompasses a complete materials management function. Aimost certainly,
as the organisation grows, attention will be focused on these "input" areas to
increase efficiency and effectiveness. In such instances, a structure would
be developed that allowed specialisation of activity and yet allows a highly
co-ordinated approach to the management of materials. Farmer (1991) calls
for far greater attention from senior management to be directed at the "input"
end of the business. He argues that neglecting such areas leads to
imbalances in the manufacturing system, and goes on to cite the attention
and resources drafted into this area by the Japanese.

The argument for a more proactive purchasing activity is further developed
by Lamming (1993) MacBeth and Ferguson (1991), Joag (1994) and others.
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TABLE 2.1 GENERAL EVOLUTION OF PURCHASING AND SUPPLY
EUNCTION
EUNCTION
BUYING HANDLING REQUISITIONS
SELECTING SUPPLIERS
PLACING ORDERS
NEGOTIATING PRICES
MAINTAINING RECORDS
SUPPLIER FILES
EXPEDITING
PASSING INVOICES
SCHEDULES
MATERIAL CONTROL
PURCHASING ABOVE +
PURCHASING RESEARCH
DETERMINING NEGOTIATING STRATEGY
POLICY ADVICE MAKE OR BUY
RECIPROCITY
REGULAR VISITS TO SUPPLIERS
LIAISE WITH OTHER INTERNAL DEPARTMENTS
MONITOR SUPPLIER PERFORMANCE
COST REDUCTION EXERCISES
PURCHASING & ABOVE +
SUPPLY STORES AND STOCK CONTROL
PROCUREMENT INSPECTION & QUALITY ASSURANCE
HANDLING STORAGE AND DISTRIBUTION
WASTE DISPOSAL

MATERIALS ABOVE +

MANAGEMENT  PRODUCTION PLANNING
CUSTOMER SERVICE
PRODUCTION CONTROL

2.4.4 New Corporate Developments

New developments in recent years such as Just In Time, (JIT) Manufacturing
Resource Planning (MRP ), Total Quality Control, BS5750, have
necessitated far closer relationships and control of functions within the
organisation. The growth of such developments do not affect functions in’
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isolation, they tend to affect the total "corporate entity". Such concepts also
reveal any weaknesses in the organisation. Perhaps the greatest areas for
concern lie within the purchasing and supply functions.

[t is therefore not surprising to see new concepts and computer systems
necessitating reorganisation within the "input" areas of a business. One of
the more recent concepts to emerge is "Logistical Management". Logistical
Management is a combination of materials management and physical
distribution management. In its broadest interpretation Logistical
Management views an organisation as a single operating system, it seeks to
minimise total costs associated with the acquisition and handling of materials
from the inception of materials requirements to the final delivery of finished
products to the user.

In the 1990Q's there has been considerable emphasis placed on managing the
Supply chain and adding value, [Cannon (1995)], Lamming, Hines (1996).
Indeed as Evans (1994) argues, one of the hallmarks of a developed
purchasing function is the extent of its involvement throughout the Supply
chain both up and down stream.

2.4.5 Organisation Charts

Examination of organisation charts is useful in identifying functional roles and
responsibilities. In a typical Materials Management or procurement function,
it is possible, investigating the organisation chart, to clearly identify a
purchasing function, Fig 2.1, the dotted line indicating the area of interest. In
other organisations however, purchasing may well be fragmented. In such
instances, the main scope of the study is to examine the department
responsible for the major part of this activity and highlight other contributions.
Gracia (1993) identifies some of the likely developments within the
purchasing activity as its responsibilities change within the organisation, from
clerical to strategically proactive throughout the supply chain.

12



Fig. 2.1

MATERIALS MANAGEMENT/PURCHASING

ORGANISATION CHART

I | | 1. 1 ]
Financial | | Marketing { Production DN":S,;:' Engineering Personnel
Director | | Director | Director | |, Director Director

anagement J_

Production Inventory Purchasing

Control Control - Manager

Manager Manager

Production

Planning

and
Scheduling
Purchasing
Receiving Inventory
Production Control i
Control Expediting
L Material
Control
Internal Materials Purchase
Transport Handling Research

Fig 2.2 illustrates tunctional specialisms with a supplies manager probably
having responsibility for purchasing.

Fig 2.2 FUNCTIONAL SPECIALISMS
Board of Directors
Financial Personnel Production Marketing Supplies Engineering
Manager Manager Manager Manager Manager Manager
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Organisations can be found where purchasing could equally well report to a
marketing manager, for example retailing activities, or where the purchasing
function could be split, for example, the older type of Public Sector
purchasing organisation. As organisations grow and develop, tendencies
occur of going through phases of centralisation and decentralisation. Thus
one could find the purchasing function divided between a centralised
purchasing function and decentralised production units. Fig. 2.3.

Fig 2.3 CENTRALISED/DECENTRALISED FUNCTION

Group or Central
Purchasing Department

| | I 1
Company Company Company Company
A B C D
Buying Buying Buying Buying
Department Department Department Department

In such cases it will be necessary to investigate purchasing at both levels, i.e.
the composite function. This however can become increasingly difficult as
organisations grow. Farmer (1985) illustrates how a typical organisation's
purchasing activity may change over time. Fig 2.4.
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THE DEVELOPMENT OF PURCHASING OVER TIME

Fig 2.4
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Farmer (1985) remarks, "most purchasing organisations comprise two or
three people, and in these circumstances the staff are obliged to fulfil many
roles. Usually the chief buyer or whatever title the senior person holds, takes
the responsibility for the most important purchases. His assistants then
undertake all other purchases and perform the progressing role.
Administrative and clerical work is then shared under the direction of the
senior person. Policy, systems development, and long term issues tend to
be the responsibility of the chief buyer himself, although wise managers will
also seek to delegate some of the work."

Shealy (1985), observes "the purchasing function is found in all types of
businesses, however, the "purchasing department" responsible for
conducting and administering the commonly recognised purchasing activities
may not assume the same set of responsibilities or perform the same tasks
in all types of businesses". He continues, "the purchasing department is an
organisational unit whose duties include some part or all of the purchasing
function".

This latter point is well recognised in Organisational Buyer Behaviour (OBB)
literature, with such concepts as the "buying centre and decision making
unit". Organisational changes affecting purchasing and materials
management generally are fairly indicative of a corporate recognition that the
activity is of importance to strategic objectives.

Having recognised the activity and its contribution to corporate goals,
structural developments tend to follow. This may take the form of greater
specialisation within purchasing i.e. buying and negotiating, contracting,
expediting, stores and stock control activities, under separate functional
needs encompassed by a materials management structure. There way be
further specialisation within buying, that is, specialist negotiating and buying
responsibilities. Ford, General Motors, ICI, Marks and Spencer, and many
other organisations operate such concepts.

Larger organisations would almost certainly have a separate purchasing

function to allow buyers to concentrate efforts on negotiating and cost
reduction specialisms. Indeed one of the characteristics of purchasing
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development is structural changes that allow purchasing staff to concentrate
on the more "essential features” of the job. In other words, to allow buyers to
spend more time on "pure" purchasing activities as already defined. Further
developments might lead to buyers spending an increasing proportion of
time on more strategic aspects of purchasing. If we examine Fig. 2.5 one
can see certain aspects of purchasing having strategic implications, whilst
others are essentially operational in nature.

Fig. 2.5 STRATEGIC AND OPERATIONAL PURCHASING ACTIVITIES

Strategic Negotiations Strategic
Purchase Research

Sourcing Policy

Policies Development

Intra functional Developments

Operational
Systems Design &
Sourcing
Expediting
Contracting
Systems Operations
Invoice Clearance ‘#

The literature reveals that as purchasing develops, a more significant
proportion of a buyer's time is spent on more 'strategic aspects' of
purchasing and less on the operational activities, Gracia (1993), Freeman
and Cavanito (1990), and Fletcher (1993). This is particularly true as
purchasing becomes more involved in strategic management of the supply
chain, Stannack and Batchelor (1994), Sysons (1992) and (1993), Cox,
Hughes and Ralf (1995). Having identified the likely range of purchasing
activities, further examination of those factors affecting its scope can be
examined.
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2.5 Purchasing Development - Evolution

2.5.1 Introduction

A considerable volume of literature has been written concerning
professionalism in purchasing and the need for it to increase its corporate
status. Perhaps the greatest volume of literature has come from the
academics mainly in the marketing areas in their studies of organisational
buyer behaviour, although more recently contributiors have tended to be
purchasing specialists.

One has also seen a steady growth in status of the Chartered Institute of
Purchasing and Supply into a professional body representing Purchasing
and Supply personnel. Barath and Hugstead (1982) write, " the role of the
purchasing agent and his fight for legitimacy within the organisation holds
many parallels with the general emergence of marketing as an increasingly
important functional activity in both the profit and non profit sectors.
Traditionally, the purchasing agent has suffered from an inability to affect
organisational buying decisions ... ." He goes on to note that when involved
in conflicts with other internal departments "it is the purchasing agents who
often lose the battle". They go on to suggest that "until the mid 1960's, the
industrial buyer had largely been overlooked as a focal point in buyer
behaviour research".

Barath and Hugstead (1979) in another article, that focused on the effects of
purchasing in a profession, noted - "an increase in role behaviour with
development of the function". Strauss (1962) Kaha (1966), and Lawrence
and Lorsch (1967) identified similar increases in role behaviour in other
functions as development occurs. Barath and Hugstead (1979) conclude, "In
the historical evolution of professions, the definition of the professional's role
is initially restructured in order to fully develop those responsibilities central
to the role. Over time, the scope of a profession tends to enlarge and
become more flexibly defined" ... "As the purchasing profession continues to
evolve, a larger and more flexible definition of the role of purchasing may
lead to greater involvement in a wider range of activities within the industrial
buying decision making process, and changes in the modes of conflict
resolution used by purchasing managers."
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It would therefore appear to be the case that as purchasing becomes more
developed, its role and involvement with other functional areas extends and
deepens. This observation will be useful when developing concepts. Lister
(1972) and Kellogg (1970) noted greater role involvement by those involved
in purchasing, Grammer (1962), writing in the early 60's, observed
"purchasing was regarded as a job that the boss "did himself’. As the
business grew, the worker owner overwhelmed with other activities
delegated the function, but he did so often in an unsatisfactory way".

Often the function "drifted into the hands of other people". In many
instances, offices emerged "to concentrate on the paperwork”. Hill (1972)
notes, "we appear to have not only in the UK, but also world-wide, and
particularly in the US, a significant discrepancy between what is being
preached and practised in the procurement field". Despite what was claimed
by top management, purchasing was the poor relation in comparison to other
corporate functions. Ammer(1969) (1974) Finnegan (1971), Harding (1966),
all make similar observations. The various surveys into Industrial buying
practices in the late 1960's and early 1970's, Buckner (1967) Brand (1972)
and the Financial Times, all echoed these sentiments.

2.5.2 Strategic Developments

In the 1970's and 1980's, we see renewed interest in Purchasing and
Supply, probably due to rising levels of inflation and shortages during this
period, and numerous articles calling for further development whilst others
draw attention to the rapid developments taking place in the function.
Williams (1987) writes, "the area encompassing the domain of purchasing
and materials management has heightened in visibility and respectability in
the last decade. This increased attention reflects the realisation of the
potential contributions of purchasing to overall corporate performance”. He
continues, "much of the transformation in perception of purchasing and
related activities has occurred in large corporations. Many medium and
small sized firms have failed to take advantage of opportunities in this area".

Upah and Bird (1980) record, "purchasing is becoming less and less a lower

level function, and more a top level function". They continue, "an
examination of the industrial buying function as it has developed in recent
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years, shows that very significant changes have occurred, and continue to
occur".

Consistent with Webster and Winds (1972) model of organisational buyer
behaviour, these changes fall into four categories: environmental,
organisational, individual, and interpersonal. Their model, is a useful starting
point for beginning to explain in general terms, why the purchasing function
has been growing in importance in the last two decades and helps to explain
why the development has been somewhat slower in medium and smaller
organisations.

2.5.3 Environmental Factors

The 1970's, as Bonfield and Speh (1982) record, were of a "turbulent
nature". Upah and Bird (1980) observe "among the major developments that
began in the 1970's were shortages in raw materials, great inflation, and
slow growth".

Fears of shortages in raw materials and problems from the input side lead to
far greater strategic interest, particularly from the major "blue chip"
organisations with considerable upgrading of purchasing departments and
their managers. The 1980's and 1990's saw the growth of Europeanisation
and greater price stability, together with greater concern over environmental
factors, Whyte (1994) Hazel (1995), all requiring a more professional
approach from the purchasing activity.

2.5.4 Organisational Factors

The general consensus is that there has been considerable improvement in
the status of the function. Williams writing in 1987 records, "the area
encompassing the domain of purchasing and materials management has
heightened in visibility and respectability in the last decade”. He continues,
"much of the transformation in perception of purchasing and related activities
has occurred in large corporations. Many medium and small sized firms
have failed to take advantage of opportunities in this area, they are still
"myopic” in their approach to purchasing". He then cites causes for this
purchasing myopia:
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(1)  failure to understand the real purpose of purchasing, which is a
management function.

(2) failure to integrate purchasing with other top level corporate functions.

It is more often seen as a second level service function, as opposed to

a top level function, equal in importance and status with production,
marketing and finance.

In Organisations where purchasing and supply is not particularly developed,
a fragmented approach to the function is often found. Thus one may find
purchasing reporting to a Financial Director, materials and production control
reporting to a Production Director, whilst stores and inventory control
personnel may report to an Engineering or Production Director.

Crawford (1984) Burt (1985), Parsons (1982), and Lancaster (1984) amongst
others, argue that the status of purchasing may increase considerably as
part of a Materials Management Concept. Thus one would bring together
the above functions under one Materials Manager or Director, reporting
directly to the Managing Director or Chief Executive. In larger organisations,
the purchasing function may be big, enough to warrant a Corporate Director.

Many writers are of the opinion that for purchasing to evolve, it must report
directly to the top person in the organisation, otherwise a strong possibility
arises of its contributions to corporate and strategic plans being "watered
down" or even ignored.

(3) failure of purchasing personnel fully to utilise analytical techniques
such as value analysis, cost and price analysis.

Whilst Williams is correct in calling for the use by purchasing of "analytical
and cost reduction techniques", a real problem exists here. [If purchasing is
seen as a clerical activity, then the majority of the "buyer's" time will be spent
on routine clerical activities. The buyer may have little time or the skills
required to handle the analytical techniques described.

Improvements in the status and effectiveness of purchasing are also

reported by Shealy (1985). "Awareness concerning top level managers,
regarding the importance of the purchasing function to their respective firms, -
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continues to grow. In most progressive companies of any size, purchasing is
viewed as a significant contributor to the accomplishment of business goals
and the improvement of profitability”.

"Higher expectations that call for purchasing to contribute more to the firm,
require better trained and more highly skilled professional buyers than has
been the case in the past. The demand to expand and improve educational
opportunities for training purchasing professionals at the University level as
well as through company sponsored programmes has never been more
evident". Similar observations to the above are made by Pinkerton (1985)
writing about the existence of "procurement” courses in the United States, he
notes that few purchasing or materials management programmes exist in the
entire United States. Also, Burt (1985) calls for far more extensive and
intensive training in the area of marketing programmes. Almost certainly, the
development of the function must be linked to University and College
respectability. In the UK relatively few Chairs in Purchasing/Materials
Management have been created, and few Universities teach the subject,
even as part of Masters Business Programmes.

2.6. Strategic Evolution of Purchasing

Purchasing historically has been seen as a clerical function, with little or no
strategic importance, Ansoff (1965) (1967) (1972), regarded it at best as
"administrative”. It was not until the pioneering work of Farmer (1972) that
purchasing's potential role in corporate strategy was realised. Farmer, in a
study of several "blue chip" companies, showed clearly how little the
importance of the function was viewed at a corporate level. Drucker (1973)
also drew attention to the problem.

Strategic change itself is more likely to be incremental Mintzberg (1979)
Quinn (1980) than "global" in nature. However, in the 1970's high inflation
and shortages, quickly focused attentions on the supply side. Many
organisations responded in a "global" way towards the purchasing function,
its strategic status was quickly reviewed, and changes made. Other
organisations adopted a more incremental approach nonetheless, during the
1970's and 1980's many organisations re-evaluated the importance of the
purchasing function from a clerical to a more strategic role. This was
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generally evidenced by the head of the function reporting directly to the
Managing Director, not indirectly reporting via another functional head.

Who the head of the purchasing function reports to is a useful indicator in
terms of evolution. One would thus expect in organisations where
purchasing is not well evolved, to find the head of the function reporting to
another functional head e.g. Finance or Production. In those organisations
where purchasing is well developed, one would expect to see direct access
to the Chief Executive. The importance of purchasing's strategic role can be
clearly seen in a whole range of areas:

¢ general supply/demand, price movements.

e environmental changes and their effects on supplies.

e organisational developments, JIT, Total Quality Control, MRP etc.

e make or buy decisions

Miles and Snow (1978) Lyles (1981) and Godiwalla, Meinhart and Warde
(1979) demonstrate how functional awareness of strategic issues can
increase long term organisational success. In many ways, the inclusion of
purchasing and supply into the corporate planning process has been long
overdue.

During the 1990's, with the accelerated growth of 'World Class' concepts,
there has been a heightened awareness of "input activities" within an
organisation. Andersen Consulting (1993), Bolnijn and Kumpte (1990),
Farmer and Ploos (1991) draw attention to the need for a more developed
purchasing and supply activity to assist in the development of such
strategies. More recently Hamer and Champy (1993), Hines (1993) and
Lamming (1993) identified possible requirements of the purchasing function
into the next century and the need for accelerating development in a number
of areas.

The recognition that a strategically developed purchasing activity can add
value in the Supply chain is particularly well documented, [Lamming and Cox

(1995), Stevens (1994), Sysons (1995)].

Whilst historically many developments within organisations have not
necessarily required major commitments from purchasing, the newer
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developments, many vital to corporate survival, can only be developed with
"total corporate involvement". One can select, for example, JIT, one of
several World Class strategies, to illustrate why it is essential to develop the
purchasing function both operationally and strategically:

(i) Just In Time concepts. The basic objective of JIT is to produce the
required item at the required time, in the right quantity. The introduction of
such a concept is said to lead to:

« significant reductions in inventory work in progress, and finished stock

e decreased lead times

» improvements in quality and productivity

¢ increased adaptability and flexibility to change

« lower costs of production :

» elimination of the production of unnecessary items

In order for the philosophy to work effectively, a high degree of co-operation
is required from functions within the organisation, and outside suppliers.
Considerable effort is required from the purchasing department to really
make the philosophy work. If purchasing is seen as a clerical activity, then
there is little chance of the philosophy ever working. JIT requires a high
degree of sophistication and skill from those in the purchasing department or
function, Anderson Consulting (1993). Bertodo (1991).

Successful application of JIT depends to a very great extent, on the buying
firm's suppliers. As Manoochehri (1984) observes, "suppliers must be able
to provide the buyer with frequent deliveries of small lots of high quality parts
with delivery geared precisely to the buying firm's production schedule" he
continues, "to achieve such harmony it is essential for the buyer to work
closely with suppliers".

Hahn, Pinto and Bragg (1983) stress the need for purchasing to provide the
organisation with quality materials in a reliable manner, at the lowest
practical long term cost. "In the past, to achieve this objective, purchasing
managers have emphasised things such as negotiation skills, competitive
buying, cost reduction techniques, muitiple sourcing, and policy and
procedure development. Consequently, evaluation of suppliers generally is
based on the quality, delivery and pricing aspects of their performances. An
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overriding principle has been that through free competition in the market
place, major purchasing objectives can be achieved most effectively".

He continues " Utilisation of a JIT purchasing system does not alter the
fundamental objective of the purchasing function. However, the basic
approach used in achieving the objective is different. The JIT purchasing
concept assumes that most long term material cost reductions are possible
only through a significant reduction in a supplier's cost. Therefore
purchasing staff must work with suppliers in achieving this long term cost
reduction". Bevin (1988), Hoppenbrouners (1994).

The above has important repercussions for both the organisations and
purchasing departments concerned. It means:

o longer term contracts

« fewer suppliers - too many suppliers, as Manoochehri (1984) observes,
"leads to problems of co-ordination, supplier development costs, and
higher long term costs".

« sharing information with suppliers concerning costs, future business

« helping suppliers, giving assistance where necessary.

» generally moving away from the old adversarial relationship.

 strategic relationships identified, more in terms of win/win" deals.

It has been generally accepted that effective implementation of the JIT
concept has been a major factor contributing to Japanese industrial success
in recent years. American and European organisations have also recorded
considerable success with the introduction of JIT, [Barratt (1984)], [Olsbero
(1985)], [Hill and Vollman (1986)].

The concept however, is heavily dependent on a well developed purchasing
function and certainly pressure to introduce this concept or philosophy
organisationally will reveal any purchasing deficiencies. As Rajan and
Treville (1986) remark, "getting from Just in Case to Just in Time is highly
dependent on a developed corporate and purchasing culture". This in turn
will require the development of good relationships with key suppliers,
[Madombi and Schrunder (1995), Hosford (1994)]. The improvement in
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relationships and the quality of the bondings are also likely to be indicators of
development.

Systems are generally becoming more corporate in nature requiring rapid
accurate responses from all functional areas. Such systems are strategic in
their impact on the organisation. All functions must contribute effectively to
such systems. Again, developments in MRP and MRP |l have had and are
having important repercussions on purchasing development.

"The implementation of an MRP and MRP Il system will hasten the
expansion of purchasing's role within the total corporate structure”, Bragg
and Hohn (1982). They continue, "the net effect of this expanded role is that
purchasing personnel must emphasise the managerial aspects of the
function, rather than the clerical ones". Because such systems are corporate
in nature, development problems within the purchasing areas are often
quickly identified, and action taken to remedy faults. Again, such advanced
systems require corresponding advances in the development of the
purchasing function. Similar observations are made by Graves and Kostreva
(1986) and Konet (1986).

The developments of MRPII, Logistical Management, and JIT, are strategic
in nature, and all rely heavily on good functional development. In order for
such concepts to work effectively, purchasing must be represented at a
corporate level. Such new developments also require the function to be
reasonably well developed. One could see major problems arising within
organisations where purchasing is essentially undeveloped and clerical in its
operations. Indeed it is extremely difficult to visualise any of the above
concepts working effectively in organisations where purchasing is not well
developed. However, cases are reported from time to time, in organisations
where MRP Il or JIT is proving impossible to develop effectively. Whilst
many reasons are given for such failures, it is interesting to note that in
nearly every case, the purchasing function was found to be essentially
clerically reactive.

2.7 Price Effectiveness

In the 1970's increasing emphasis was placed on making price negotiating
effectiveness a high priority. A number of organisations had realised that
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60%+ of income was being spent on bought materials and supplies, and this
was a potential area for savings. The more efficient the purchasing function
was in establishing and negotiating prices with suppliers, the greater its
contributions to company efficiency and profitability.

Price negotiations are handled, for the most part by the purchasing
department, particularly in the case of re negotiations of the "straight re-buy
type", Robinson and Faris (1972). This type of purchase is in nearly all
cases handled by the purchasing department, with minimal or no interference
from other members of the "buying centre", because price negotiation is seen
essentially as a commercial rather than a technical decision. It is of vital
importance that purchasing price negotiations are conducted as efficiently as
possible, if an organisation is to price and market its goods competitively.
Suppliers finding their costs are rising need an increase in price. In most
instances, this is achieved without the buyer having to deal with suppliers
through the process of price re-negotiations. The way price re-negotiations
are handled is likely to have major repercussions on an organisation's
profitability, and long term survival; and on the economy in terms of price
inflation.

With further growth of outsourcing in the 1990's, more bought out material
expenditure came under the control of the purchasing department, [Tully
(1995)].

As the purchasing activity develops, greater concern is often shown in such
factors as strategic acquisition cost, value added concepts and life cycle
costing. In turn, such concepts often need to be related to many other
factors than simply price and require strategic direction throughout the
Supply chain.

2.7.1  Negotiation and Purchasing

One of the hallmarks of a well established purchasing function, is the amount
of time buyers spend negotiating with suppliers for both long term and short
term purchasing objectives, [Farrington (1978)], [Polastri (1985)]. Indeed, a
useful indicator is to look at the amount of time a buyer spends on clerical
activities, as opposed to "real buying" - cost reduction, negotiations, source
selection, purchasing research, supplier development, and developing the -
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supply chain. In these more "advanced" organisations, a high proportion of
the buyer's time is spent on "real buying" or supply management activities, of
which negotiations takes up a major proportion of his time. Various writers
have noted this development, Chisnall (1972) (1974), Holmes (1982), Van
Eck and Van Weele (1982), lay great stress on the ability of the buyer in this
area. Here again, however, one finds differences between negotiators who
think in the short term. The new developments of JIT, Logistical
Management, Supplier Management require greater emphasis on long term
measurement criteria, Freeman and Cavinato (1990).

2.8 Quantitative Measurement

As purchasing is recognised as being of strategic importance, so the desire
to measure its performance becomes ever more pressing. Ammer (1974)
stated that "purchasing performance is rarely measured by the objective,
occasionally harsh standards that are applied to other activities, such as
sales or research" and that "such performance measurements that exist are
typically creations of the purchasing managers themselves".

One of the problems faced in this area is what to measure and how it can be
measured effectively. For example, late delivery may not be due to bad
purchasing. High prices may be due to others in the DMU insisting on the
business being given to suppliers they prefer, rather than the best all round
supplier.

Eck, Weele, and Weerd (1982) suggest that as a greater proportion of sales
revenues is spent on materials and services, then ultimate corporate
performance is influenced substantially by the efficiency of the purchasing
function in this area. They argue, "with increasing interest focused on the
purchasing function by top management, more attention will likely be given to
price performance evaluation”, "to achieve these objectives, the buyer must
be able to develop standards against which actual prices may be composed
and evaluated".

Dale and Powley (1985) in a study that investigated current purchasing
practices in the United Kingdom, looked at, amongst other things, the
measurement of purchasing performance. They found none of the
companies used the profit centre approach advocated by Ammer (1972).
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Dale and Powley in their research, found three of the companies used basic
measures of purchasing performance, for example, price compared with that
requested, but they also observe that "poor quality or delivery ratings need to
be offset against purchasing's performance accordingly”. They continue
"until quality and delivery aspects of purchasing performance can be
quantified financially, in addition to those of prices and inventory
performance, it is unlikely that satisfactory transfer pricing arrangements can
be developed to facilitate a successful profit centre accounting system".

Budgeting systems, and variations against budget were also popular, as
were audits. Although it was observed in the audit area, these were
concerned with procedural affairs. There was little evidence to suggest, in all
the organisations investigated, that audits are used as dynamic systems to
assist in the formulation of purchasing policy as advocated in current
purchasing literature, [Barry 1982]. Interestingly, they concluded the least
comprehensive or effective methods of measuring performance were found
in the Public Sector area.

Polastri (1985) draws attention to the buyer's role in controlling the effects of
inflation on prices and measuring purchasing effectiveness. The general
consensus now, is that a requirement appears, as purchasing develops, to
measure far more all embracing aspects of performance [Cannon (1994),
Hines (1994)]. As Evans and McKenzie (1988) observe "this means working
far closer with suppliers and measuring additional buyer performance
variables other than price". Thus one might find that if only price and cost
variables are being monitored, buyers will strive to achieve goals in those
areas, whilst neglecting other variables that may well lead to the more
important goal of "lowest cost of supply" or acquisition costs. More
advanced purchasing organisations attempt to measure purchasing
performance using a much wider range of measurement criteria, and attempt
to be more objective in the process. Stevens (1989) observed that "the
higher purchasing reports in the organisation, the more heavily it uses a
range of evaluation criteria where the percentage material cost to total cost
ratio lies between forty and sixty per cent the more likely purchasing is to use
a spread of evaluations and at a fairly high incidence rate".
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Van Weele (1985) in a presentation to the International Federation of
Purchasing and Materials Management, observed, "what management
expects from purchasing affects its performance evaluation methods". He
continues, "when we try to categorise our impressions on what the scope of
purchasing in Dutch industry is, three alternative views emerge:

e purchasing as considered by management, is a clerical function.

e purchasing is considered as a commercial activity.

e purchasing as considered as a strategic business function".

He goes on to develop a model suggesting the types of purchasing
performance likely to be measured at different stages, and the likely focus of
measurement interest. "When purchasing is a strategic function," he
continues, "performance measures seem to be more qualitative and
judgemental”. In terms of what should be measured, he sees two elements
in purchasing performance, "purchasing effectiveness and purchasing
efficiency", [Anthony and Dearden (1976)], [Child (1977)].

Fig. 2.6 PURCHASING PERFORMANCE MODEL

Scope of Position of Purchasing Focus on
Purchasing Purchasing Performance
Measures

Purchasing is a Low in Numbers of efficiency
clerical function organisation orders, back-log,
purchasing admin
lead-time,
authorisation,
procedures,....

Purchasing is a Reporting to Savings, cost- efficiency
commercial management reduction,
activity negotiation,
contracting,
single/sole
sources....

Purchasing is a Purchasing Supplier effectiveness
strategic integrated in development,
business function | strategic planning | make V's buy
process studies integration
with R & D, value
analysis,
purchasing
engineering......

Source: Van Weele (1985)
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It would appear from appraising the literature in this area, a number of points
emerge from the surveys undertaken:

(i)

(ii)

(iii)

(iv)

The purchasing function is being more extensively measured as its
role becomes more strategic, Evans and McKenzie (1988), Polastri
(1985), Brady and Willets (1985), Bilborough and Dale (1985),
Leonard (1986), and Van Weele (1985).

different variables become the focus of attention depending on
whether the activity is seen as being clerical or strategic, Van

Weele (1985), Kraljic (1983), Lancaster (1984), Ramsey (1986) and
Hoppenbrouners (1994).

the types of variables used to measure purchasing performance and
the scope and depth of such control systems are indicative of the
stage of development reached within the function, Richards (1975),
Reck and Long (1987), Hill (1972), Oliver (1987).

newer developments such as JIT, Logistical Management, Total
Quality Control, are requiring far more breadth and depth in
measurement criteria, Farmer and Ploos (1991), Adams and Niebuhr
(1985), Leonard (1986), Gracia (1993) Wagner (1987).

One might find smaller organisations, Public Sector types and batch and
extractive type industries (non oil) to be treated near the bottom to middle in
terms of development and measurement criteria, whilst one might find the
mass production industries, larger expenditure organisations like Ford, ICI
Marks and Spencer, to be operating from the middle to the top section of the
model (Pirons 1982).
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Fig 2.7. Purchasing Performance Model
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The development of measurement criteria is therefore almost certainly linked
to the development of the purchasing function within the organisation.

2.9 Comparative Evolution
It would appear from the literature that in certain organisations purchasing is
more developed than in others. Surveys in the 1960's carried out by Buckner
(1976) and Brand (1972), revealed big discrepancies in terms of purchasing
performance and evaluation.

Dale and Powley (1985) investigating purchasing practices in five British
firms, all small to medium size in the batch and jobbing industries, noted:

o all five operated in the short term

¢ long term planning was not practiced

« they failed to build up lasting relationships with suppliers

o they were more concerned in measuring performance in terms of following clerical
and administrative systems, than in real cost reduction exercises.

» interfaces with other departments were limited and superficial.

In general they were least impressed with the Government departments investigated.
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Examples of good purchasing practices were cited in a Government
publication, "Purchasing Practices in the Public Sector" 1986 and 1992.
Those responsible for producing the report had been particularly impressed
by purchasing in the Private Sector as compared with the Public Sector.
They investigated in particular, purchasing in the Motor industry, Ford,
General Motors, and also the Chemical industry ICI; retailing, Marks and
Spencers, Sainsbury's; and computer organisations like IBM and ICL.
According to their findings, those companies which had highly developed
purchasing functions were evidenced by such factors as:

e good organisational structures with specialist purchasing functions
e buyers spending a high proportion of their time on "real buying"
activities, i.e. supplier development, purchasing research, negotiation
and cost reduction exercises.
o developed effective control mechanisms to measure purchasing
performance.
« purchasing within such organisations was seen as being strategic.
» the purchasing function reported directly to the MD.
« most of the high value expenditure was on blanket orders.
o the existence of well established systems covering major aspects of real
buying.
e high ethical standards
« regular training of all those involved in the buying activity to increase
effectiveness
o well developed paper or computer systems that concentrated on key
elements in the buyer's jobs.
e good interfaces with other functional areas - regular meetings and
consultation.
o well established relationships with suppliers giving regular assistance.
» evidence of the use of such skills as:
value analysis
product cost analysis
learning curve analysis
balance sheet analysis
consolidation of requirements.
e concern over philosophies that lead to the lowest cost of supply.
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« such organisations would tend to be leaders in developing JIT, MRP | &
I, Logistical Management.

o Wwidespread use of quality criteria, for example BS5750, SQA schemes
and so on.

The Government called upon all those organisations in the Public Sector to
copy these examples of good purchasing practice, and set in motion a
number of measures to assist in this development. Hill (1974) and Oliver
(1987) identified many of the above factors as hallmarks of purchasing
development. Purchasing development would appear to be patchy, some
organisations in particular areas, are renowned for good purchasing and in
terms of the criteria already cited, they would appear to be well developed.

The Public Sector was, until comparatively recently, consistently attacked for
not developing expertise in the area. Dunmore and Lund (1983) were
extremely critical of the standards of purchasing in the Public Sector. As
Dunn observed, "the waste of public money because of ineffective
undeveloped purchasing was a national scandal". In 1985, an IPS
conference entitled "Developments in Central Government Purchasing
Practice" reported improvements tended to be slow in time implementation.

In 1994 a Government White Paper on Public sector procurement called for
major changes that would allow Government purchasing to obtain better
value for money. This has lead to benchmarking against good practices in
the Private sector and considerable outsourcing of traditional Civil Service
activities this in turn is leading in some areas to the outsourcing of
purchasing. Itis likely that this process will continue in such cases it is likely
that the purchasing activity would therefore not be affected by the same Civil
Service rules and regulations, that impeded good purchasing practice.

Shealy (1985), in a survey of the purchasing job in different types of
business, found that "the industrial buying job was quite similar in the
different types of business studied". He also found, from the survey, that
there was greater attention by certain organisations of what is regarded as
more "up market" elements or strategic parts of the function. Interestingly, in
business group A of his survey, "Manufacturing for the Goverment", he
notes, "there was less interest in cost reduction techniques compared with
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the other groups". If purchasing in the Government sector had been more
advanced, one would have expected far more interest to be shown in such
criteria.

2.9.1 Comparative Evolution By Major Organisations And Sectors

Such factors as type of industry, i.e. batch, continuous or extractive;
purchase expenditure sales revenue; type of product bought; buying supply
markets, etc., are likely to vary enormously from one organisation to another.
if we examine various chapters of the Purchasing Management Handbook,
Editor David Farmer (1985), one finds factors affecting the development of
purchasing vary tremendously from sector to sector, with some of the most
developed purchasing activities in the automotive and retailing sectors.

2.9.2 General Factors Likely to Affect Purchasing Development

() Type of Organisation

In general terms, larger organisations would appear to have more developed
purchasing functions than the smaller ones. The IMP Group (1982),
Campbell (1985), Jones (1983), Balan (1993), Joag (1994), draw similar
conclusions.

(i) Purchasing Expenditure to Sale Expenditure or Income.

High levels of purchasing expenditure to sales revenue or income, would
appear to be associated with more interest being shown in the purchasing
function from the rest of the organisation and its role being seen as strategic
rather than operational and clerical, Jones (1983) Farrington (1978).

(ili)  Organisational Type

One can in general terms arrange organisation type in terms of likely
development, for example, Fig. 2.8.
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Fig. 2.8 RELATIVE PURCHASING EVOLUTION BY ORGANISATION
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it is often difficult to place entire sections of the economy in these
development bands. Broad generalisations have been made. Examples can
always be found that disprove the rule, for example, Kent County Council
would be placed in the medium to high development section.

(iv) Competition in the Market for the Finished Product of the
Organisation.
Those organisations that are selling their products or services and are faced

with competition are more likely to put pressure into developing the

purchasing function than those who are not. If their products are price

sensitive, corporate emphasis will be placed on keeping costs under control,
Farrington (1978/8), Power (1993), Sysons (1992).

When we put these four components together, helps to explain why
purchasing is developed in some organisations in a general economic
sectors and not in others. In Fig. 2.9 an attempt is made to bring together

these four major variables likely to affect the development of the function
within an organisation.

If, for example, we carefully examine Kent County Council, because it is in
the Public Sector, the literature would tend to suggest low development of
the purchasing function, examination however reveals its expenditure is
considerable, and coordinated at a central purchasing department. This
would tend to put it in the high development category. Other local authorities
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have a very much more fragmented "spend". Other factors likely to be at
work and not shown in the above model, are needed to explain the
development at Kent County Council.

Fig. 2.9 FACTORS AFFECTING DEVELOPMENT OF PURCHASING
FUNCTION WITHIN AN ORGANISATION

ORGANISATIONAL PURCHASING EXPENDITURE MARKET FOR
ORGANISATIONAL

SIZE SALES REVENUE OR FINAL PRODUCT
TYPE
INCOME

HIGH

PURCHASING

DEVELOPMENT

LOW

Where the model is useful is when we look at organisations like the Ford
Motor Company. Its purchasing to sales ratio is high 70% - 75%. Itis a
large organisation, with a $50 Billion turnover, and a continuous production
environment, it also sells in very competetive markets. The simplistic model
in Fig 2.17 would tend to indicate pressures on purchasing development.

It is interesting to note that Government reports on increasing purchasing
effectiveness call for the Public sector purchasing to copy good purchasing
practices in the private sector, especially those as practiced by Ford, ICI,
Shell, and Marks and Spencer. One often hears the comment that
purchasing is basically different in various organisations, and this is used to
explain why purchasing varies from organisation to organisation. Others
however, Bailey, Farmer, Jessop and Jones (1994), Aljian (1983), see far
more commonality than differences in the purchasing activity.

Shealy (1985), when examining purchasing in a number of different

organisations, concluded, "this study reveals that the industrial buying job is
quite similar in the different types of business studied". He continues, "of a
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total of 185 purchasing job tasks, only 17 tasks (12.5%) were identified as
being significantly different among the firms in terms of importance to the
purchasing job". The IMP group (1982), Banting, Ford, Gress and Holmes
(1985), also note similarities in industrial procurement across Countries.

Where the differences are greatest between purchasing functions, it is often
in terms of detailed procedure and organisation of the function. However, as
purchasing departments develop and spend less time on routine clerical
activities, they are likely to copy "good" purchasing practices in other
organisations, or benchmark. This process is not unique to functional
development, many examples exist of organisations in different envirornents
copying good management structures and techniques. As purchasing
functions get more involved in negotiations, cost reduction, measurement of
performance, and training of staff, purchasing differences at different stages
of development are likely to fall.

How the function is organised will differ from organisation to organisation, but
it is likely in the future that new strategic developments like JIT, MRP |l, and
Materials Management, are more likely to determine the structure of the
function, [Anderson Consulting (1993)], [Lamming (1993)].

2.10 Technology

Technology needs to be investigated in terms of external or environmental
effects and internal or intra-organisational aspects. Externally, rapidly
changing technology and innovation is likely to put pressure on the
purchasing function to become more professional. The rate of diffusion of
innovations and new technology generally may be indicative of purchasing
development or otherwise. However, it must be borne in mind that the
buying centre or DMU is composed of those from functions other than
purchasing, Manoocherri (1984).

2.11.3 Computer Developments

The introduction and developments of computer and information technology
has had profound effects on both organisational and functional
developments. All the new strategic developments within organisations are
heavily dependent on effective computer technology, [De Heij, Van
Steckelenberg (1994)].
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Whilst it was possible in the early stages of computer and strategic systems
development to minimise purchasing's involvement, all the new systems
"require high levels of functional interface development", Gunther (1986). It
therefore is likely that increasing development in computer technology and
information technology are likely to be a positive factor in encouraging
purchasing development.

Bernard, Londe and Emmelhinz (1985) observe, "An approach that appears
to aid purchasing in attaining its objectives (reducing overall costs and
viewing the supplier as an extension of the buying firm) is computerised
purchasing”. Their survey covers 4,800 purchasing executives from clerical,
consumer products, textile electronics and metal industries. Computer
activity was noted in 11 purchasing areas, and the results are shown in
Table 2.2. The purchasing areas involved became more comprehensive, the
further down the table you go, and also became more interactive both with
functions within the organisation, and outside suppliers.

It is noted that "the volume of computerised purchasing activity both within
and between firms is expected to increase significantly in the near future". In
the research they develop a "stage of computer activity" model, from | to IV.
With IV being the computer activity at its most advanced. Interestingly those
organisations that were particularly advanced in computer technology, for the
most part had developed purchasing functions.

The research also found "a significant difference in computerised activity
levels based on firm size. The study indicates that large firms are
significantly more involved in computerised purchasing than are small and
medium sized firms", As the researchers indicate, however, "for the major
benefits of electronic purchase order interchange to be realised, electronic
purchasing systems must be broadly based among firms of all sizes, buyers
and suppliers alike, not just the innovative few".

39



Table 2.2

SIOpUSA UJTM

134 SpTMILITH 44 S SE 8¢ uoTjenteAy
Zs ATuo Butseyoand UTYITM 2OURWIOTIDJ JIOPUSDA
(4 opTMILITI 6€ 4 8z 62 Butpaoosy
v Atuo Butseyoand UTYITM AI03STH IOpUSA
112 OPTMULIT ] Zl l 97 1L uoTlenTeAd
G9 ATuo Butseyoand UTY3ITM aouRuIOIIDg I2Ang
LE SpTMUITg cl L ST ZL uotienyeay
€9 ATuo Butseyoand UTYITM peoTIoM I2Ang
£8 opTMILTITA 8€ £ ST 44 Butyxoday
LT  Atuo Burseyornd UTYITM JUSWITULIOD YSED
L SaopusA Y3 T™ Ly 14 T4 |2 Butjyaodey
69 SpTMIIITS butaTeoey
o€ ATuo Butseyoand UTYITM
Z SIopusA Y3TM 184 S 62 T4 UoT3RIBUS)
147 OpTMLITI IspI0 oseydand
ps  Auo Burseyoand uTyITM
L SI0puULA Y3JTM
€S SPTMWITS 1€ 14 ze £ But3Tpadxg
9% A1uo Burseyoamnd uryyzT™
Z SIopusA Y3TM Zl 17 9T 89 (d3y) uotjeasusH
6% SpTMIIT UoT3elTOTTOoS
6% ATuo Butseyoand uTyITM
9% SpTMIITY 6 Z A SL ButTnpsyos
bS Auo Hurseyoand uty3zT™M peOTYI0M I2Ang
8L OPTMUITY 317 %€ %€£C %6¢ UoT3RIsUS)
%22 ATuo burtseyoind utyzT™ sjusweITnbsy
SWOISAS SUTT-UQ auTT-uQ uoTjejusweTdwl bHutuueTd UOTIOY
3o juelxd A13uazamp ur ur ON AITATIOY

butyiodsy sjuspuodsay JO sbhejusoxad

ALTIALIDOV ONISYHOMNd A9 NOIIVZIYALAINCO J0 TIAT]

40



They warn, "if the projections of this study are correct, a significant portion of
the communications between buyers and suppliers will occur in an electronic
mode, rather than in current traditional modes". This observation is also
highlighted by Balmforth (1985) and Lysons (1979). Low and Waters (1987)
go further and stress the need for such developments to form part of the
strategic plan. McTavish and Guillery (1987) also note more of a reluctance
from smaller organisations to purchase computer technology.

Bernard, La Londe and Emmelhinz conclude, "on balance, it appears that
most purchasing departments in the 1990's will look far different from the
typical purchasing department of 1985 ... In order to accommodate this
change, most purchasing managers will have to put in place an entirely new
system. The enormity of this metamorphosis will require not only the best
efforts of the purchasing executive and appropriate corporate support
personnel, but also a significant change in management style and
management attitudes within the purchasing function”.

These views are in line with many others who look at purchasing's
involvement in new computer systems and technology. If purchasing is to
effectively handle these new computer developments, it needs to be more
professional, strategic and developed. Interestingly, the more developed the
computer systems are, the greater the expertise required from purchasing. If
purchasing cannot provide such expertise, then there is a danger that
computer experts will take over the function to make systems work, and may
not be too concerned about "real" purchasing goals.

As computerisation is applied to purchasing, it does allow for more positive
performance measurement of the function. This in turn may lead to more
management awareness in terms of its strategic role, in terms of savings and
in support of other organisational goals. If we return to the model developed
by Bernard, La Londe, and Emmelhinz - Stage of Computer Activity, Fig
2.10, this model, with suitable adjustments could be of use in measuring
computer developments within the purchasing function.

Fig. 2.10 STAGE OF COMPUTER ACTIVITY

ivi
| No action on any function
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i In planning or implementation stage
(No function on line)

I On-line with at least one but not more than
four functions

IV On-line with five or more functions.

Computer and information technology and its development within purchasing,
are seen as important indicators of purchasing development. An
undeveloped purchasing function, where purchasing is seen as largely
clerical in operations, would have extreme difficulty in handling demands
from an organisation that required rapid developments in computer areas.
Again purchasing organisations at the "lower" level of development would
have great difficulty dealing with MRP Il and Logistical or Material
Management computer packages. It is likely that computer literacy and
functional development are highly correlated, [Kassiceh and Rogers (1986)].
The development of computer systems to help the buyer in reducing clerical
parts of the job also release time to spend on more strategical aspects of the
job and allow more internal outsourcing of routine purchasing activities. An
example to illustrate this is the ELVOS system (1995) developed for Shell
and other organisations.

Many of the new developments affecting purchasing are also heavily reliant
on strong supplier buyer bondings. JIT, Logistical Management, Total
Quality Control, MRP I, all call for closer collaboration between buyer and
supplier, with a strategic objective of much smaller, more manageable
supplier base.

Computer links between buyers and suppliers also require closer bondings
between the two, if electronic purchase order interchange is to be
successful. Retail buying is particularly dependent for its future on
developments such as EPOS - bar code scanning. These developments in
themselves require considerable expenditure on the appropriate hardware
and software, and the ability of the purchasing function to effectively
negotiate "deals" for their purchase that meet future strategic requirements.
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2 .12 Corporate Culture

Corporate Culture, is the understood value and relationships, rituals, beliefs,
shared by members of an organisation, that operate unconciously and define
in a basic "taken for granted" fashion an organisation's view of itself and the
environment. As Schein (1985) observes "it is the ways members of the
organisation behave towards each other, the rituals and routines of
organisational life". Status symbols and policies, rewards, in short, "the way
we do things around here", Deal and Kennedy (1982).

Johnson and Scholes (1992) observe "there is now a growing understanding
that the strategy of an enterprise, its structure the sorts of people who hold
power, its control systems, and the way it operates, tend to reflect the culture
of the organisation. Miles and Snow (1978) also refer to prevailing beliefs
held by organisations within the same business sector which are
conservative, whilst others are dynamic. It is now increasingly recognised
that cultural influences can and have profound effects on functional
developments. The set of beliefs and assumptions which form part of the
culture of an organisation have been called interperative schemes, Bartunek
(1984), paradigms Pfeffer (1981), and recipes, Spender (1980).

Corporate culture and the thinking that goes with it will vary from organisation
to organisation. Corporate culture almost certainly has not helped the
development of purchasing in many organisations. The general beliefs and
assumptions concerning purchasing have been negative, for example:
"anyone can buy" - Arnold Weinstock (1978)

"purchasing is an administrative function" - Ansoff (1972)

"purchasing is a non strategic function" - Drucker (1963)

Purchasing has been seen as non strategic, clerical, and relatively low key.
It is only comparatively recently, with environmental, and new strategic
developments, that its whole position within organisations has been
reappraised. Larger organisation have tended to be more aware of its
importance, but have still been slow to develop the function, with noteable
exceptions in the Motor,Oil, Chemical, and retail environments. If
organisation culture regards purchasing as a low status activity, it may
require considerable efforts to change this perspective.
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The cultural view of purchasing is likely to impede progress in all areas, of

interface development:

o design - it is not purchasing's role to question specifications

e accounts - purchasing are not allowed to question settlement terms or
stock taking policy

¢ new product development - no role

« supplier development - arms length approach, and so on.

Changing cultural perceptions is often extremely difficult, and unrewarding.

Organisations, because of cultural beliefs, may still restrict development of

the function, when all the signs call for its rapid development, for example:

o enviromental factors - high levels of inflation and shortages

« high levels of purchasing expenditure to sales revenue, i.e. 60-70% +

« stagnant markets making purchasing one of the few areas where cost
saving can increase profitability

« new strategic developments that rely heavily on purchasing if they are to
work effectively, for example, World Class concepts, Lean Supply and
ideas based on Supply Chain Management.

In Organisations where corporate culture values purchasing, it tends to be
highly developed as an activity for example, Ford, ICl, Shell, Marks and
Spencer, the activity is held in high esteem by other functions within the
organisation. One observes that in such organisations, interface
development with other functional areas is correspondingly high and
developed, making further evolution of the function that much easier.

References to corporate cultural perceptions of purchasing's role are likely to
be indicative of its existing and future stage of development. One of the
methods that could be used to measure cultural perceptions, might be to ask
other functional executives to rank functions in terms of their perceptions of
importance to the organisation.
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2.12.1 Role Conflict

Purchasing development in organisations where corporate culture holds it to
be relatively unimportant is likely to lead to problems of role conflict and
stress. Bonfield and Speh (1977), Allen (1977), Bonoma and Johnston
(1978), Hazel (1995), and Sysons (1995). Role conflict and stress are likely
to be considerably higher where purchasing is at low stages of purchasing
evolution, and trying to "break out" from traditional corporate cultural
concepts.

This "breakout" may be evidenced by new structural developments between
purchasing and other associated areas, for example, Materials Management
concepts. It may arise out of the appointment of a new purchasing manager
with different views on its scope and objectives, or a new strategic directive
from above.

2.13 Organisational Buyer Behaviour Research (OBB)

2.13.1 0OBB Overview

Considerable research has been conducted, mainly from a marketing
perspective, into an understanding of industrial buyer behaviour. As Webster
and Wind observed in (1975), "the literature ranges from academic to
professional, from basic to applied, and covers almost the entire spectrum of
human endeavour. Many of the research areas, which include Buying
classifications, composition of the buying unit or centre, Decision Making Unit
(DMU), personal factors, organisational variables, general models, buyer
seller dyads or relationships, interaction analysis, are all relevent when
investigating purchasing evolution. Smith and Taylor (1986) classify
organisational buying effort by organisation and scope in a model adapted
from work undertaken by Wind and Thomas, Fig 2.11. One can examine the
OBB literature and establish the relevance or otherwise of purchasing
evolution in many of the areas researched.
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Fig. 2.11 ORGANISATIONAL DECISION MAKING

INDUSTRIAL MARKETING
_Focus  on  description  and
understanding of  organisational
buying behaviour
Academic

Implicit as part of a broader

| industrial marketing modelling
effort

ORGANISATIONAL

BUYING RESEARCH Positioning and segmentation

— studies including organisational

buyer's preference for new

product features

Industry

based Implicit as part of market
response studies (for example,
pricing, distribution, personal selling
and advertising research).

Descriptive studies of how

industry buys
adapted from Wind and Thomas (2)

2.13.2 Buying Centre/DMU Concept

The concept of the Buying Centre refers to all those members of an
organisation who become involved in the buying process for a particular
product or service, Robinson and Faris (1967). Wind (1978) noted the
purchase of industrial components was carried out by a buying centre who's
composition changed depending on the organisation, this was confirmed by
many other studies that followed. Thomas (1980), Calder(1977), Bonoma
and Johnston (1987), and Weigand (1968), showed the industrial buying
process as complex. Other research, "How British Industry Buys" (1969)

Spekman and Stein (1979), Buckner (1972) added to our knowledge of the
Buying Centre.
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Various roles in the Buying Centre were revealed, Gorman (1971), it is
multidimensional, Calder (1977). The work of Wind (1978), Pingry (1978),
adds additional dimensions. A number of influences were discerned in the
Buying Centre, Strauss (1962), lateral power struggles. Wind (1971) showed
the Buying Centre responded to the informal and social rewards of other
Buying Centre members. Non purchasing personnel had more influence on
supplier selection than buyers, [Cooley, Jackson and Ostram (1977)]. These
were differences in relative power, engineering vs purchasing, Spekman
(1979), greater environmental stress enhances the power of the purchasing
function. Thomas (1980) found a decisions evaluation of a product is
affected by the authority, stature or expertise of others, but depends on the
decision maker's position, the degree of conflict, and specific product
features.

A number of interesting observations can be made from the findings in this
area.

(i) Whilst the importance of the purchasing function does indeed vary, its
role is likely to increase in importance as the purchasing function evolves.
Wind (1978) found the Buying Centre composition varied. There may be
less variation in composition as the purchasing function increases in status.
Indeed it could be argued that one of the reasons why others are involved in
purchasing decisions is the lack of expertise within the function.

Wind (1979) finds the size and composition of the Buying Centre varies by
organisation size, and buying situation. One might expect that purchasing
would be more advanced in larger organisations, and likely to have a greater
influence in the purchasing decisions. In smaller organisations, it is likely
that purchasing is more fragmented, with functional areas involved with their
own purchasing. This state of affairs is often typical with those organisations
where purchasing is at a low stage of evolution.

The work of Thomas (1980), demonstrates that stature and expertise are
important determinants of influence in the Buying Centre. One would expect
therefore, as purchasing develops, so it will increase its relative power within
the buying centre or DMU.
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In a summary of the literature surrounding the Buying Centre concept or
DMU, Smith and Taylor (1985) observe "the most that can be said about the
composition of a buying centre, is that it is typically made up from between
three and ten [Kellogg (1970)] functional areas with also 40 per cent of
purchasing decisions being influenced by at least three persons".

Smith and Taylor continue, "given the uncertainty, perhaps a more

successful method of determining the make up of a DMU is to consider the

roles that members fill. Roles have to be classified in various ways:

» users, influencers, deciders, and gatekeeper Webster and Wind (1971)

o Contributors, participants, responsibles, and directors, Klass (1961)

« those who make major buying decisions, make recommendations,
approve purchases, affect the conditions of use, and conduct the buying
negotiations, [Weigand (1971)].

They, like Wind and Thomas (1980), express concern over the general
findings. Wind and Thomas (1980), observe, "little is known about the
composition of the Buying Centre, the determinants of the specific buying
composition and changes in it".

Spekman and Gronhaug (1986) note:

"Early work by Robinson, Faris and Wind (1968), and Webster and Wind
(1972), was instrumental in developing the notion of the buying centre as the
proper unit of analysis for business or organisational buying behaviour.
Indeed, Zaltman, le Masters, and Heffering (1982) point to the Buying Centre
as a core concept in the study of organisational buying. Sixteen years have
passed and, despite a growing tradition of research, marketing scholars
(Bonoma, Zaltman and Johnson (1978) and Thomas and Wind (1980)) have
been critical of progress to date, and have questioned the overall
contribution to this burgeoning field of enquiry. Much of the frustration and
inability to move our knowledge of the Buying Centre forward can be
attributed both to a difficulty in conceptualisation, and to methodological
problems inherent in capturing the multi person nature of the buying centre".

It would appear that whilst considerable frustration is seen over the

development of the Buying Centre concept, not all the variables in its make
up have been exposed. None of the writings in the area make any reference
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to the maturity of the purchasing function, or its lack of it, and the likely
affects of this variable on the Buying Centre. One would expect, if
organisations were investigated at similar stages of purchasing evolution, to
find that their influence and role in the Buying Centre rises considerably with
most, but not all types of purchase, as development occurs. Development of
the purchasing function needs to be considered more extensively in such
research undertakings.

2.13.3 Buying Centre Boundaries

If we accept the adoption of a systems perspective in Buying Centre
research [Johnston and Bonoma (1981)], it is important that the Buying
Centre is distinguished from its environment. Research suggests that the
Buying Centre boundaries are often arbitrarily at the edge of the
organisation. More recent research of the buyer and seller relationship
reveals considerable overlaps between the buyer and seller. Research has
noted both in dyadic and inter organisational areas, [Bagozzi, Bonoma and
Zaltman (1978)], and [Johnston and McQuistan (1984)], that a boundary
could in fact transcend the organisation. This is in line with current
purchasing practice with more advanced organisations, who see the supplier
as an integral part of the supply chain. JIT concepts, Total Quality Control
etc, can only be achieved if the buyer and seller relationship is working in a
much closer manner than before.

Thus one would find supplier's staff becoming more important in the Buying
Centre concept because of the benefits this can bring, both to the buying
and the selling organisations. In order to facilitate these developments,
renewed pressure on the purchasing function is likely to develop to meet
these requirements.

2.13.4 Buying Centre Domain

As Spekman and Gronhaug (1986) observe, "Domain embodies the specific
goals of an organisation and the functions required to achieve these goals. ...
Although we benefit from an improved understanding of buying centre
purpose, we do not gain an appreciation of buying centre fit - i.e. the nature
of the relationships and the linkages with other departments or units, and
extra-organisational units". They continue, "researchers have focused
mainly on information needs and choice criteria, and have not examined
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information-flows between and among other organisational units, and the
Buying Centre".

New developments in purchasing require the activity to be far more involved
with all functional areas than before, and in many ways to coordinate
information flows between functions and suppliers. The "arms length"
approach to suppliers is unlikely to be accepted from the purchasing function
of the 1990's. Purchasing must develop in order to interface correctly with
others in the buying centre, Bertodo (1991), Joag & Schewing (1993). The
work of Barath and Hugstead (1979) tends to reinforce much of the above.
They examined the evolution of purchasing into a profession, and the role
behaviour of its members. They found that as the purchasing profession
continued to evolve within organisations, a larger and more flexible definition
of the role of purchasing often lead to greater involvement in a wider range of
activities within the industrial buying decision process and buying centre.

Thus we have a number of interesting variables that could be used in the

construction of a purchasing development model:

(i) the involvement of the purchasing function within the buying centre is
likely to be indicative of its development.

(i) interface development with other functional areas and outside
suppliers is likely to be higher with those purchasing organisations at
higher stages of development.

2.13.5 The Buying Process/Buying Phases

General

Purchasing's involvement in the buying process or phases varies from
product to product, organisation to organisation. As Wind and Thoms (1980)
observe, "from the time at which a need arises for a product or service, to the
purchase decision and its subsequent evaluation,' a complex myriad of
activities can take place".

A number of models have been developed to explain the buying process.
The process is seen as sequential. Ozanne and Churchill (1971) propose
five stages, Wind in (1978) increases the stages to twelve. Perhaps the
most widely used classification is that of Robinson, with eight stages:

50



e Anticipation or recognition of a problem (need) and a general solution.
e Determination of characteristics and quantity of needed item.

e Description of characteristics of needed item.

e Search for and qualification of potential source.

o Acquisition and analysis of proposals.

o Evaluation of proposals and selection of supplier(s).

o Selection of an order routine.

o Performance feed back and evaluation.

The various models are illustrated in Wind and Thomas' (1980) article on
"Conceptual and Methodological Issues in Organisational Buying Behaviour."

As Wind and Thomas record, variation in model complexity arises out of
purchasing studies, which in turn suggests the buying process is complex, "it
may vary by product and industry and buying situation (straight rebuy,
modified rebuy or new task) it is difficult to model and most critical, it is
difficult to validate empirically, since the order in which these steps are
typically presented to the respondent can effect his or her response”.

It may well be found that as the purchasing function develops, certain
stages, in Wind's (1978) model may be unnecessary, for example "searching
for alternative suppliers" may not make much sense if you are tied into very
complex buying contracts, or attempting to develop long term relationships
with suppliers where stability in relationships is essential.

Wind and Thomas continue, "in addition to buying process studies, recent
years have witnessed an increasing number of unpublished studies or
criteria used by industrial firms to make purchasing decisions. Many of these
studies have utilised a conjoint analysis design coupled with a number of
computer simulation, Green and Wind (1975)... "conjoint analysis studies
have been conducted for over 300 industrial products and services including
copying machines, printing equipment, data,transmission”. Some of these
studies have found the more developed the purchasing function is, the
greater purchasing's involvement tends to be over the whole buying process,
however, Barath