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@ Survey Research Center
{w‘ Institute for Soclal Research
University of Hichigan

THE PURCHASE DECIS!I0H STUDY

I, Who Did The Study

The study was done as part of the Organlzation Behavior Program of
the Survey Research Center, Institute for Social Research, University of
Michigan. Wlithin this program, a large number of studies of various facets
of organizational 1ife-=productivity, morale, leadership, power and influence,
etc,-~have been conducted over the past twenty years, The study of purchase
decision-making was under the dlrection of Dr. Hartin Patchen,

Interviewing for the study was done by the ttaticnal Opinion Research
Center, an affiliate of the University of Chlcago, under a sub-contract
with the University of HMichigan.

The study was sponscored by Time, fnc.

? LI+ Purpose of Study

' While guestions about how declsions are made in organizations have
: been asked In other studies of the Organizational Behavior program, the
previous studies have nol. focused on speclfic decisions, This study is

the first in the program to study decision-making in depth. As such,

It was expected that the study would prove useful in indicating some of the
useful approaches and some of the problems in the study of specific de-
cisions by interview methods. :
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It was expected also that case histories of specific purchase de-
cisfons would provide Insights into varinis aspects of decision-making in
organizations. The ways in which influence is exerted and perceived in
specific decisions is a subject of particular interest,

Finally, It was anticipated that the results of the study would be
useful to those people In business organizations and In marketing who are

professionally concerned with the specific type of decision studied--i,e,,
witi purchasing decisions.

I1I. When The Study Was Done

Exploratory interviews and pre-tests of interview schedules in
several companies were conducted in the fall of 1966. Most of the in-
terviewing for the main part of the study took place in January and
February 1967. Additional interviews were conducted during March through
May 1967 with individuals who could not be reached earlier and with per=-
sons in several companies where the interviewing began later.
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V..o How The Companies Were Chosen S~

Names of companies which were asked to participate in the study
were obtained from the Fortune Plant and Product Directory of the 1,000
Largest U.S. Industrial Corporations. 1966. Working from the beginning
of the alphabetical listing of companies, letters were sent by the study
director at the Survey Research Center to the Presidents of companies
which had company headquarters and at least one plant or division in
the Chicago metropoliten area. These letters explained the purposes of
the study, its sponsors, and procedures, and requested the :coperation
of the companies 1in this investigation.

Such letters, followed by telephone calls and sometimes by per-
sonal visits from the study director, were sent to companies selected
in alphabetical order from the Fortune Directory (approximately thirty-
five companies were contacted) until the goal of ten cooperating companies
had been obtained. An eleventh company was added to the study after it
proved possible to study only one purchase decision in one of the
original set of companies.

Since the sample of companies ia small and is composed of com~
panies which were willing to cooperate in the study, it is not possible
to know the extent to which this sample is representative of all com-
panles listed in the Fortune Directory. The companies included do repre-
sent considerable diversity in type of organization and type of product
produced. These cases permit us to realize the study's basic objective
of understanding purchase decision-making in a variety of specific
cases,

V. What Companies Were Included Ian The Study

Eleven large companies, with hcadquarters and at least one plant
or division in the Chicago area, were included in the study. These
conpanies fall in the following general categories: a) Manufacturers of
heavy industrial equipment (e.g., railroad cars, moving equipment,
precees--three companies; b) Manufacturers of lighter goods, including
consumer products (e.g,, farm impliments, automotive parts)--two
companies; c) producers of food products==two companies; d) producers
of musical instruments, especially organs and pianos--two companies;
e) steel producer--one company; f) publisher--one company.

Vi, How Purchase Decisions Were Chosen For Study

At each company which agreed to cooperate in the study, a person
knowledgeable about the purchasing function (almost alwaye the head of
the Purchasing Department) was interviewed informally by the project
director, The project director indicated that ''we'd like to focus moiL on
repetitive purchases where the same product is bought over and over
again by the company, but rather on non-repetitive purchases where a
product was bought for the first time or had been bought only infre-
quently before." In clarifying the type of non-repetitive purchase
with which the study was concerned, an interest in purchases which
re;sired deliberation about whether or not to make the purchase, and/or
what type of product to obtain, was emphasized.
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A preference was also expressed by the study director for cases
of purchase decisions a) which had been made within the last year, and
b) for which more than onre supplier of the product is available., No
minimum or maximum dollar amount for purchases was specified.

Once the general type of purchase to be focused on had been
clarified, the project director asked whether the company had made any
purchase recently in each of the following product categories: a)
office machines; b) office furniture; c¢) machinery or machine tools of
any type; d) cars, trucks, or tires; e) 'new materials to be used in
your products or for packaging--like newx chemical, plastic, or metal
materials;" f) ""plant expansion or improvement--1like air conditioning
or heating equipment or new facflities,”

A systematic selection of purchase cases from company records
was not attempted because it seemed clear that the amount of time re«
quired, especially for the companies to select and organize such records,
would make this procedure impractical., Instead, recent nonrepetitive
purchase decisions within one or more of the categories ..sted above were
suggested from memory, or from consultation with records, by the knowl-
edgeable person Or pPersons at the purchaser company. If a brief
description of the purchase decision satisfied the study director that
the case met the criteria for inclusion in the study, 1t was accepted
and further basic data about the purchase (e.g. dates of requisition
and purchase order, supplier's name) were obtained. In almost all
companies, recent purchase decisions which met the criteria were few
and there was little opportunity for selection among cases.

It should be noted that, because of the rather informal nature
of the purchase case selection, the cases included in the study cannot
be said to be strictly representative of any specific universe of
cases. However, since the cases included were, by and large, most or
all of those which were recalled as being made by the companies within
the selected categories during the prior year, it seems likely that
these cases are reasonably representative of purchases in these product
categories by the companies studied,

VII. MWhat Purchase Decisions Were Studied
An average of three purchase (or lease) decisions were studied
at each of the companies, although the number of decisfons studied varies
among the companies, The total is thirty-three purchase decisions.
The products about which the purchase decisions were made fall in the

following categories: a) use of new materials (metal, plastics, chemicals,

rubber)--eleven decisions; b) office machinery--eight decisions; c)
machinery and tools--six decisions; d) trucks-=four decisions; e) office
furniture--one decision. (A list of all purchase decisions studied 1s
presented below,)

Most of the purchase decisions had been made during the year prior
to the interviewing, although several cases of interest which occurred
somewhat earlier were included.
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vIIi. Who Was Interviewed and How Interviewing Was Done

At _the Company. For each purchase decision to be studied, the
project director asked his informant at the company @tsually the head
of Purchasing) for the names and titles of those people who were involved
in the purchase. These names, along with other basic data about the
purchase, were given to the interviewer who was assigned to that
particular company.

Each interviewer was told: "You are to make appointments with all
those to bz interviewed. You should interview all those persons'
who had any part in the purchase. Not all of these persons' uames will
be given to you by project director. As you interview initial persons,
you will learn the names of cther persons whom you will need to
interview."

The original intention was, thus, to follow the chain of communications
concerning the purchase so that interviews would be conducted with every
person who had any substantial part in the events surrounding the
purchase, This intention was, because of practical constraints, only
partially realized. The major constraint was that those at the
participating companies who were kind enough to offer their company's

. cooperation in the study almost always felt it necessary to put limits
on the amount of personnel time which could be devoted to the
study. This meant.in some companies, that permission was obtained to
interview the persons who had the greatest involverent in a purchase
decision, but not those peripherally involved. In addition to this
frequent general constraint, it was sometimes impossible to interview
specific persons for one of a variety of other reasons = such as refusal
by this person on the grounds of lack of time, illness, or the person
having left the company.

However, with the exception of a few purchase cases (which were
droppad from the study), it proved possible to interview enough persons
connected with eacn, purchase decision to get a good description of how
the decision was made.

A total of 180 interviews were obtained concerning the thirty-three
cases, an average of 5.5 interviews per purchase decision.

The great majority of interviews were conducted on the premises of
the company concerned. A few interviews, usually with persons in
company facilities located in other cities, were conducted by telephione.
Interviewing sessions tooR about a half hour, on the average.

5 liers. For each purchase, the interviewer also attempted to
interview briefly - this time by telephone = the person at the successful
supplier who had greatest contact with people at the company in
connection with the purchase, For most of the purchase cases, these
intervievs, lasting generally about tea minutes, were successfully
concluded.
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1%, Xinds of Information Obtained.

At the Company. Each person intervicwed at the purchaser company was
asked about the following subjects: ¥

A, The Product
What the product purchased is and what it's used for

B. How the Need Came Up

Who brought the need to the person's attention, and when
C. The Decision To Get A Product In This Category

1, The part he played in the decision that the company should zet
a product of this general type

2. With whom he discussed the possible need for getting a product
of this type

3. Differences of opinion about the desireability of making the
purchase,

4. Reasons for the decision to get this type of product
5. Who had most influence in this decision

D. Sources of Informatiomn

1. His sources of information (general question)

2. Information he obtained from pecple in company, {rom people outside
the company, and from publications

E, Choice of Particular Kind of Product
1. Types of products available
2, Part he played in choosing particuler type of product or supplier
3. Plscussions ha had about choice of particular product or supplier
4, How many suppliers were considered
5. Any diffevences of opinion about particular type or supplier

6., Why successful supplier was cliosen

7. Who had greatest influence on choice of particular product or
supplier '

8, His contacts with successful supplier

9
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F. Satisfaction wit-. the decision

G. Respondent's duties and background information

Successful Suppliers. The person at the supplier who was most involved in
the purchase was asked about:

A. His role in the sale
B. Which prrsons at the comdzany he had contact with

C. Which persons he thought took part in the decision to buy a
product of this general type

D, How he thought the purchiser company knew about the supplier
company

E. Which persons he thought decided to buy from this supplier
rather than from another supplier

F. Why, in his opinion, the purchaser company decided to buy from
this supplier.

X, List of Case Studies of Purchase Decisions

A. Use of New Materials

1. Decisioas to Purchase Ferromanganese for Steel Castings

2. Pecision to Purchase a Resin Binder for Steel Castings

3, Decision to Purchase Plastic Contailners for Dairy Products

G4, Decisiom to Purchase NeW Méterial for Organ Keys

5. Decision to Purchase Plastic Laminate for Furniture Manufacture
6. Decision to Purchase Auto Pa:t Made of Zinc Instead of Aluminum
7. Decision to Purchase Conveyo:: Cross-Rods Made of New Type of Steel
8. Decision to Purchase a Coolant for Cuttlng Tools

9, Decision to Purchase a Rubbe: Component for Machine Produced
10. Decision to Purchase Hydrochloric Acid for Steel Production

11. Decisien to Purchase Vanadiunn for Steel Production

10



B. Business Machines

12.
13.
14,
15.
l6.
17.
18.

19.

Decision to Purchase a Copying Machine
Decision to Leace a Copying Machina
Decision to Purchase a Printing Calculator
Deciston to Purchase a Printing Calculztor
Decision to Purchase an Electric Typewriter
Decision to Purchase an Accounting Machine
Decision to Lease a Computer

Decision to Purchase a Data Recording and Communications System

C. Machinery and Tools

20.
21.
22,
23,
24,

25.

Decision to Purchase Printing Presses

Decision to Purchase System for Clea‘nins Milk Processing Fquipment
Decision to Purchase Mold for Plastic Organ Parts

Decision to Purchase Piercing Press

Decision to Purchase Body-Maker for Can Manufacture

Decision to Purchase a Coal-Crusher

D. Trucks

26.
27,
28,
29,
30,

Decision to Purchase a Tractor Truck

Decision to Purchase a Pick-Up Truck with Snow Plowing Blade
Decision to Lease Fleet of Over-the-Road Trucks and Trailer Trucks
Decision to Purchase a Pick-up Truck

Decision to Purchase a Fork-Lift Truck

E. Plant Expansion and Maintenance

31.
32.

Decision to Have Plant Roof Repaired

Dacision to Purchase Heating Equipment for Plant :Expansion

F. Office Furniture

Q 33. Decisiont Purchase Furniture for an Individual's office

11



Puchase Decision Study
Survey Research Center¥
University of Michigan

1. CASE STUDY: DECISION TO PURCHASE FERROMANGANESE

I, Purchaser

The purchaser is a subsidiary of a large international corporation
which has several subsidiary divisions with plants in both the U.S. and
Canada. This particular subsidiary division manufactures steel castings
and forgings in four plants to meet railroad and industrial needs,

The purchaser has a semi-decentralized purchasing policy. The Pur~
chasing Department at the corporate level employs thirteer raxsons alto=-
gether. All capital expenditures must be cleared through the main pur-
chasing office. Also, all scrap material for remelting, all pig iron, all
alloys and furnace materials (e.g« iron ore, lime) must be purchased at
the corporate level. The plants are given a manual, put out at the cor=
porate level, giving them divection on purchasing policy and indicating
which items they are deslegated to purchase« On the plant level, the Works
Manager has control over purchasing and deals with persons at the corpor-
ate level concerning purchasing matters.

II., The Product Obtained

The product obtained was the metal alloy ferromanganese, which was
purchased for two of the company's plants, Ferromanganese is composed of
approximately 807 manganese and 20% iron, and is used as an alloying agent
in the manufactvre of carbon steel, The manganese acts as a deoxidizer,
imparting both tensile and yield strenth to the steel,

Prior to the purchase of the ferromanganese, the plants were using

siliconanganese, which averages approximately 68% manganese and about 15%
silicone.

III. lMow Need Por Getting Product Came Up

Because strikes had hit four plants of one of the major suppliers of
silicomauganese, the corporate Director of Purchasing anticipated a ser-
lous shortage of this alloy. Ha heard about the strike through one of
the supplier's representatives and he also read about it in various trade
Journalss This occurred in September of 1966,

*Interviewing for this study was conducted by the Natfonal Opinion Re=
search Center, University of Chicago, Interviews were conducted in March
and April 1967, with coupany persous shown i{n the diagram below as well as
with the supplier salesman,

:!2
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IV, Deciding To Purchase Substitute Alloy

Shurtly after hearing about the strike at the supplier company, -
the Director of Purchasing discussed the ptoblem with the Assistant Dir-
ector of Purchasing (corporate), who is the direct buyer of alloys.
Having made a tentative decision to purchase the substitute alloy, the
Director of Purchasing wrote to the Chief Metallurgist and to the Cpen
Hearth Superintendent of Plant A, describing the situation, and asking if
this alloy would be suitable. On receiving the letter from the Director
of Purchasing (which gave the source being considered, the price, the
sizing, and the approximate analysis), the Open Hearth Superintendent dis-
cussed the matter with the Assistant Works Manager of his plant. Then the
Chief Metallurgist and tlie Open Hearth Superintendent jointly wrote to
the Director of Purchasing Giving their assessment of the situation.

The Director of Purchasing also made contact with the Assistant Works
Manager of Plant B, explaining the situation and discussing with him the
possibility of purchasing a substitute alloy. The Assistant Works Manager,
Plant B, then spoke with the Works Manager, Plant B, about the need for
the purchase, and both further consulted the Open Hearth Superintendent st
their plant.

The Director of Purchasing also went to Plant B to gather more infore
mation about the suitability of ferromanganese as a substitute alloy. He
called together a small meeting of the Open Hearth Superintendent, the
Chief Chemist and the Assistant Works Manager (who acts as metallurgist)
to discuss the new material, The Purchasing Director presented information
on a regular purchase order form which stated the test analysis, routing,
the weights, and the shipper. The outcome of the meeting was favorable to
ferromanganese as a substitute alloy. As the Chief Chemist explained, "We
had used...[fer romanganese , ,before and we anticipated no difficulty in
using the material."

The Assistant Works Manager, who worked on the chemical analysis,
explained his role more specifically when he said, "I was perhaps help~
ful in selecting the type we were going to uses I pointed out sizes of
the product. We want a specific size range, Our influence here was rather
limiteds We wanted it in palletized boxes for fork truck handling." The
Assistant Works Manager, though he was not enthusfastic about the prospect
of having to use fer romanganese certified in an official statement, which
was cleared through the Works Manager (Plant B), that ferromanganese could
be used, despite its disadvantages as compared to silicomanganese. (The
Purchasing Agent, Plant B, was also aware of the problem and, though he was
not consulted about either the decision to make the purchase or the sup=
plier, did discuss the matter with tha Open Hearth Superintendent and with
the Chief Chemist of Plant B.)

13
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There were soue differences of opinion among the operating personnel
as to whether ferromanganese should be purchased at that time. Several
plant personnel said that they would prefer not to purchase ferrorianganese
until such time as silicomanganese would no longer be available. These
persons were not anxious to purchase ferromanganese because as one said,
"eseit takes more of it, more weight going'in, you have to put in another
alloy, 50% ferro-silicones« The two combined are more expensive than the
one silicomanganese.'" A second reason was '"the possibility of someone
getting the wrong material {nto a specific heat==a mix up of the two dif~-
ferent materials." In addition, some plant people were not sure that, with
the amount of silicomanganese on hand it was necessary to purchase ferro=
manganese at that time.

However, after weighing thz pros and cons, the corporate Director of
Purchasing decided that this purchase should be made. As he explalned his
ittentions, the "807 ferromanganese, which could be purchased from a non-
ferro alloy industry, should be tested as a substitute for silicomanganese
in Grgde B Heats. This would stretch out our limited supply of silico~
manganese which must be used for Grade C Heats." The Purchasing Director
vent on to explain, “It's my responsibility to keep the plants supplied
with the materials they needs I felt there might be a shortage of this
particular material and I felt that we should have this protection.'' One
plant official commented that "Normally (the corporate head-quarters) pur-
chases what we recommend, but not in this case,'

The Director of Purchasing consulted with the Vice~Presideat for Man-
ufacturing before taking any final steps. The Vice~President of Manufac=-
turing described his reaction in saying, '"'We agreed we should take this
protective action to insure supply of the materials. He (l.e. Purchasing
Director) calledssoto my attention that this alternate material was avail-
able and I told him to go ahead."

The Purchasing Director then asked that the Open Hearth Superinten=
dent from each plant make up a requisition for the purchase of ferromangan=
eses The requisition, prepared in November, 1966 and approved by the Works
Manager of each plant was then formally approved by the Director of Pur~
chasing and by the Vice=President of Manufacturing,

V. Selection Of Supplier i

The next step was the selection of a supplier, There was little dis-
cussion on the cholce of the supplier as that was left to Purchasing. The
decision was made by the Director of Purchasing with the support of the
Assistant Director of Purchasing.

The Purchasing Director explained, "We only made one contact for this
material, [The supplier] was the principal supplier of this product when
we used it years ago.'" When asked why this supplier was chosen over others,
he added, "...they are also a supplier of other products for this company
and they are one of our better customers." The Assistant Director of Pur-
chasing said that the facts that ",..they wereout of the normal ferro-alloy
@ “tket and had supplies available," and that their "price was competitive"

lz\!:so served as factors in this supplier's favor.

14
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Having made the decision on the sunpliew, the selection of the pairtic-
ular grade of ferromanganese had only to be detcrmined. After neeting with
the supplic: salesman to determine the sizes and grades available, the As-
sitant Director of Purchasing transmitte: information about the variety of
grades to the Wourlis Manager of Plant A for decision. As the Purchasing
Divector erplained, "...the Open Hearth Superintendent of ecach plant had
the decision on the type of product.," The Purchasing Director spoke with
both of the Open Hearth Superintendents and found that "they both came up
with the choice of the same grade.” Relying on their judgments, as he felt
they "had actual erperience in this melting process,” the Director of Pur-
chasing asked that the purchase ordex be signed. On Decembev 2, 1956, the
Assistant Dicector of Purchasing signed the puichase order and the ferro-
manganase was delivered later that month., Tests of the use of the new
alloy were then made at both plants.

VI, Sources of Information

Thz.Dizector of Purchasing (corporate level) was informed both about
the product and about the suppliexr fiom past experience. As he explained,
'"We, many years ago, used this same material. We got up to date specifi-
cations from one of the suppliers of this alloy." He further e:plained
that the supplier he selected"...was the piincipal supplier of this product
when we used it years ago,"

The Agsistant Divector of Puichasing (corporate level) felt that his
most valuable source of information came from the suppliev. From their
salesman he gathered info:rmation as to the details of the sizes he could
furnish. All other details, he saild, were "...within the information of
the Purchasing Department.”

The Purchasing Apent at the plant whose job is to interview salesmen,
(but vho took no divect role in this puvchese), sald that the salesmen were
his primary and most valuable source of infoimation, because '...they have
a vast knowledge of all the items."

The Vice-President of Manufactu:ing (corporate level) explained that
his knowledge of the product and supplier *,..was the result of oui long
experience in this field. I started out as plant metallurgist."” He men-
tioned also as sources of information ‘’contact with salesmen in the trefe,
and technical literature."” He said he sav velevant material in Iron Age
but couldn't recall anything in particula: in that publication. 'This is
an accumulation of information over 30 years,' he said.

The Assistant to the Works Manage:, Plant B, said that the people at
his plant received information on the pProduct from “data sheetu wvhich give
you the chiewistry" sent from the corporvate Zurchasing Director. He also
saw tvelevant material in Iron Ape and Steel, explaining, "1 always go
through price quotations near the end of en issue, (and) any other feature
articles--pvoduction, availability is alweys of interest to me." He said
that his moct valuable source of information came from the salesman, from
the successful supplier who "stopped by and from past erperience with this
chemical alloy.
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The Open Hearth Superintendent, Plant A said that "[The Purchasing
Director] got all the information--we didn't get 2ny here.”" He received
information on the product through a letter sent by Purchasing D.rector.

The Npen Hearth Superintendent, Plant B exp. lalned, 'We had used it
before years ago, and I knew all the people who make this type of material
in different grades." Information of prices and suppliers, he said, came
from the corporate office, (i.e., from the Director of Purchasing).

The Chief Chemist, BPint B said, "We have literature in our files.
(The Purchasing Director) save information on the product==-a regular pur-
chase order form [giving] the .nalysis, routing, the weights, car number,
and the shipper." Asked what sources of information about the product were
most valuable to him, the Chief Chemist replied. '"(The Purchasing Director)
shopped around for these things. We take his word that what he buys will
be acceptable~~that 13, within specification.”

The Chief Metallurgist, Plant A, received information through the Pur-
chasing Director, who he explained, ‘sent us a letter giving us the source
he was considering, the price, the sizing and the approximate analysis."

Of his various sources of information, the Chief Metallurgist found the
Purchasing Director's material to be most valuable because it contained the
information noted aboves

The WorkManagerg of the two plants as well as the Assistant Works Man-
Aager, Plant A, obtained little information relevant to this purchase. The
Works Manager, Plant A, said he ''did not get any information' about this
purchase and said '"'no" to probes about possible information from people
inside this company, from people outside the company, or from publicationss
He mentioned here only the Open Hearth Superintendent, whose requisition he
signed. His Assistant Works Manager gave simllar answers about sources of
information. Tte Works Manager of Plant B likewise said that he get no
information about ferromanganese or about supplier of ferromang.nese. "This
comes to me as a purchase item for approval,'' he said.

Summaxy: Number Of Persons (Of 12 Interviewed) Who Mentioned Followi

Sources:
Past Experience with product 4
Suppliers 6
_ Person in Company: Director of Purchasing 5
Other person in cowpany* 1
Other: literature in files ) l

*Though only six respondents mentioned others in company as a source of
information, every respondent had talked about this purchase with someone
in the company.
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VII. Satis faction . :
Asked whether they felt "completely satisfied", "fairly catisfied,"
or "rot too satisfied" with the decision at the time it was made, eight of
the twelve respondents replied that they were comwpletely satisfi:d. Those
who said they were satisfied {ncluded all three persons at the curporate
level, as well as five persons at the plant level. Tl Vice=-President of
Manufacturing expressed the feeling of this group when he said, "It gives
us a little bit of assurance of continuity of operations. I might say that
previous knowledge of the use of ferromanganese assured me there would be no
technical probles involved in its use,"

Four respondents sald they had been "not too satisfied” with the de-
cision at the time it was wade. One respondent explained, 'This stuff
[L.e. ferromanganese] is more expensive. We were leery that it could get
mixed up on the Open Hearth platform. Then we would have an off-analysis
heat 1f they used one instead of the other.' Another man said he had not
been too satisfied "because of the amount of silicomanganese [the plant]
had on hand." Two other men were not sure that the purchase had really been
necessary. One sald,"...there was ne need for it...Our supplier of regular
materfal assured us they would keep us supplied even though they were on
strike."

Asked whether they would be in favor of making the same purchase 1if the
decision could be made over again, the same eight respondents who said they
were "completely satisfied" with the deciaion at the time it was made, re=
plied that they would be willing to make the same purchase over agsin.
Generally, thesepeople felt that, in the light of the supply problem that
apparently existed, the material was satisfactory and coupletely adaptable
to their uses.

Those respondents who were 'not too satisfied" with the decision all
said they would not be in favor of making the same purchase cver égain. The
general sentiment in this grour was that the purchase of ferromanganese
was not necessary and that it was not nearly as satisfactory a material as
the silicomanganese,

VIII. Summary Of Persons Involved In Purcéggg
Top Management: ViceePresident, Manufacturing (corporate) 1

Production: Works Manager, Plant A; Works Manager, Plaut B;
Assistant Plant Manager, Plant A; Assistant Plent Man-
ager, Plant B; Open Hearth Superintendent, Plant A;
Open Hearth Superintendent, Plant B 6

=3

echoical Specialfsts: Chief Metallurgist, Plant A; Chief
Ctemist, Plant B 2

|

Purchasing: Director of Purchasing (corporate); Assistant
Director of Purchasing, (corporate); Purchasing Agent,
Plant B 3
Total 12
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IX, pPattern Of Communication Concerning Purchase
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X. Supplier's Perception Of Purchase Decision

The supplier salesman had most contact with the Director of Pur-
chasing and with the Assistant Purchasing Director, in the corporate of~-
fice. Asked who he thought took part in the decision to buy ferromanganese
at that time, he named the Open Hearth Superintendents at Plants A and B.
(From the information gathered from these two respondents along with others
from the purchaser comwpany, this does not appear to be to have been the
case. Both men did advise the Director of Purchasing thet ferromanganese
could be used as a subsitute alloy. However, the decision was made by the
Director of Purchasing with the support of the Vice=President of Manufactur=
fng on whether or not to purchase a substitute alloy at that time,)

When asked how he thought people at the purchaser commny knew about
his own company and its products, the supplier representative replied.
"Well, they have been a customer of ours for a long time. We sold them
this product years ago." When asked who it was that decided to buy the
product fzrom his company rather than from another, he named the Director
of Purchasing (which agrees with information abtained at the company).

He commented, ""One of the reasons is that their other supplier was on
strikes We called on them at just the d ght time~=when they were consid=
ering having to get some other materfal."” He added "I wish you could get
me another order from them."

13
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Purchase Decision Study
Survey Research Center®
University of Michigan

2. CASE STUDY: DECISION TO PURCHASE A RESIN BINDER

I. Purchasex

The purchaser is a subsidiary of a large international corporation
which has several subsidlary divisions with plants in both the U.S. and
Canada. This particular subsidiary division manufactures stecel castings
and forgings Iin four plants to meet railroad and industrial needs.

The purchaser has a semi-decentralized purchasing policy. The
Purchasing Department at the corporate level employs thirteen persons
altogether, All capital expenditures must be cleared through the maln
purchasing office. Also, all scrap material for remelting, all pig
iron, all alloys and furnace materials (e.g. iron ore, lime) must be
purchased at the corporate level, The plants are given a manual, put
out at the corporate level, giving them direction on purchasing policy
and indicating which items they are delegated to purchase. On the
plant level, the Works Manager has control over purchasing and deals
with persons at the corporate level concerning purchasing matterse

II, The Product Obtained

The product obtained is a liquid resin used to coat and bond sand
which 18 used in making shell wolds and cores, iun the production of
steel castings. The resin was bought for a particular plant or Works,
located near the corporate office.

11I. How Need Came Up

In the ten years since this works had converted to the shell molding
process (from another molding method) many resin binders had been tested.
Of those tested, only the resin produced by Supplier A was approved and
used for production.

In the Spring of 1955, the sales representative of the company's
sole supplier of resin (supplier A) notiffed the Director of Purchasing
(corporate level) that this supplier company was threatened by a labor
strike which could result i{n a drastic reduction in the supply of resin
binder. The Pirector of Purchasing, realizing that "without resin we
are not going to operate," brought the problem to the attertion of the
Works Manager, The Assistant Director of Pyrchasing, and the Assistant
Works Manager. It was, moreover, company policy, emphasized by the
Director of Purchasing, to try to have two sources of supply for ime
portant raw materials wherever possible. The Assistant Director of

*Interviewing for this study was conducted by the National Opinion Re-

search Center, University of Chicago. Persons who are starred in the

commnications diagram, below, as well as a supplier representative
Q were interviewed during March and April, 1967.
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Purchasing commented in the regard, '"This Ls a type of product which,
at the using manufacturer's facility, it is often wore convenient to
operate with one product. [However], the economics of being tied to
one product cannot be accepted because of the risks of shortage due to
strikes, disasters or other causes,"

The Purchasing Director said, emphasizing his concern with this
problem, "It was my insistance that this be done...I had to push to get
this thing moving." He sald he discussed the problem with the Assistant
Purchasing Agent, with the Works Manager, with the Supply Agent for
Materials and Supplies, Purchasing, at the plant, and with the Manager
of the Manufacturing Research Laboratory at the plant. As a result of
these conversations, it was decided that a second supplier would be
contracted, Lf one could be found to fulfill the technical requirements.
The Supply Agent at the plant submitted a formal requisition that a
second source be considered, which was approved by the Works Manager.

IV. Selecting A Specific Product And Supplier
The Works Manager met with the Manager of the Manufacturing Re=-

search Laboratory and with the Senfor Metallurgist and informed them
that the decision had been made to find a second supplier of a resin
binder, He also inforxged the General Foreman and Sand Control Foreman,
Production Department, of the decision. These two foremen were to help
evaluate new resins used in test runs in production.

The Research Lab Manager and the Senior Metallurgist bezzan immediately
to search for a resin that would meet the reguirements of the company.
The Research Lab Manager said he 'knew what the material had to do
and conveyed that information" to the Senifoxr Metallurgist along with his
"knowledge of potential available suppliers." It was the Senior Metal-
lurgist's responsibility he said, "to xun the tests that determined which
of the available materials would meet our specifications. Based on our
test results, we recommended a suppliec which most nearly meets our
requirements,"

The Manager of Manufacturing Research Laboratory said that he was
in "continuous consultatfon about the progress made in the development
of the product with the chemists {from supplier company) in control of
the process,'" during the time of the testing.

At least seven suppliers were considered but there was only one
whose product could maet the specifications set by the company. The
Manager of the Manufacturing Research Lab commented that '"we worked
with {successful supplier) for a lcng time, told them what our require-
ments were, In effect, such a materlal did not exist.  They created
it for us."

After a suitable product had been found, the Manager of the

Manufacturing Research Laboratory sent the complied data and his recom
mendation to the Assistant Vorks Manager for approval. The Assistant

2
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Works Manager said Lt was his responsibility to determine "whether.the
results obtained in the research lab justified the production run ."
He discussed the matter with the Vorks Manager, whose further approval
was needed. The Asststant Works Manager noted 'this is a wajor raw
material. It could affect the entire operation., If the quality was
poor, it could have rather drastic results."

Since there was only one supplier who could meet the specificatic.s
of the company th2r: was very liti:le discussion as to the specific sup=
plier to be chosen. A rales represeantative of the supplier company was
notified that thelr product had tested out satisfactorily., He then met
with the Assistan: 'Works Manager, the Director of Purchasing, and the
Asslstant Director of Purchasing o discuss the price of the resin, which
was to be deliverad in tank trucklioads of 36,000 lbs.each.

In May, 1963, the Supply Ageant at the plant with the approval of
the Works Manager and the Manager of the Manufacturing Research Labora-
tory, forwally requested that Supplier B be allowed to furnish a share
of the couwpany's future requiremeats for use in bindew. In July, 1965,
the Assistant Director of Purchasing submitted the purchase nrder, which
was approved by the Director of Pirchasing.

V. Sources of Information about Product and Suppliers
Asked about the ways in which they got information about the product

or about suppliers of the product, people at the cowpany gave the fol-
lowing informaticn: )

1. The Supply Agent, Materials and Supplies, Purchasing said he
got general information about the shell molding process from Foundry

Magazine and from Purchasing. He also was informed by the Manager of
Manufacturing Retrearch Leboratory about the qualities of the new source
of resin and by the Works Manager. He felt that his most valuable sources
of information were the '"research laboratory reports" because “they were
spaecific, taking in the general reeds of ow company, (and) our research
department has bccome expert in this field."

2, The Scnior Matallurgist, Manufacturing Research Laboratory,
cited several sources for his information, He saw advertisements and
read occasional articles written by representatives of supplier conmpanies
in the Foundry and Metal Propress. He also utilized ioformation obtained
at technical society meetings, which frequently discussed the properties
and availability of various produzts. Ancther useful source of data
he sald, was his direct contact with the sales representatives of com=
panies vhich were considered prim: producers of the raw material used
in preduction of the resin, i.e. of phenol and formaldehyde. However,
he felt his most valuable source of information was "what we found out
in our own leboratory as a result of a large number of tests which
were made on this and similar products.'

02
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"3, The sources of information for the Manager of the Manufacturing
Rescarch Laboratory, he said, were the results of the tests made under
his supervision and his personal contact with sales and technical repre-
sentatives of the various potential suppliexs,

4, The Works Manager said he got all of his information from the
Manager of the Manufacturing Research Laboratory and from the reports
from that department and from the Director ‘of-Purchasing.

5. Two sources of information were cited by the Assistant Works
Mangger. He saw some'general advertisements about resin” in Foundry
Magazine and Modern Castings. However, mxst of his data came from the
research reports, which he felt were most valuable because they were
the "only source of actual test data,"

6. The Director of Purchasing (corporate level) said he "obtained
supplier's names who might be a logical second source for this Product
from the Manager of the Manufacturing Reseaych Laboratory. He had also
had past experiences in procuring this type of material for another
plant. However, he felt his most valuable sources were the ''test reports
obtained from our Manufacturing Research Lab [(because} we had to obtain
a resin that would produce the same results as the resin from our exist-
ing source,”

7. The Assistant Director of Purchasing (corporate level) said he
got information from '‘the sample tests that we made in our laboratory.
Without test acceptance, the product would be useless.' he said,

Summary: Number of Persons who got Information from Following Sources:
. [} Seveé Interviewed)

Others in company

Supplier salesman

Previous Experience

Article or ad in magazine

Other; Technical Soclety meetings

=N N

V. Satisfacticn with Purchase Decision

Five of the seven persons interviewed said they were ''completely
satisfied" with the decision at the time it was made. They all gave
similar reasons. As the Assistant Director of Purchasing put it, "We
were getting a second source of vhat we felt would be an acceptable pro=-
duct at a competitive price."

The Works Manager sald he had been '"not too satisfied" because
“ye had some difficulties in the use of production in our shop. [It]}
didn't live up to expectations. {It] did not have the strength com~
parable to the resins we were then using.” The Director of Purchasing
sald that "at the time of tha purchase I couldn't feel satisfied until
the material was used and the results obtained,"

’\
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Howevex, all of those interviewed indicated that they would be in
favor of mak!/ng the sare decision again, tf the decision could be made
over. The *anager, Manufacturing Research Laboratory, stated that,
"Fundamentally, laboratory evaluation of the material poiated out the
desirability of production trial." The Supply Agent felt that 'no
other sources are able to give us the grade of resin we need," Simi=
larly, the Senior Metallurgist, Manufacturing Research Laboratory,
said he would make the same decision again because ''we haven't found a
better source of material." The Assistant Works Manager expressed
the feeliung that '"it has worked out satisfactorily,”” The Pirector
of Purchasing, who had withheld his judgment at the time the decision
was nade, indicated his willingness to mcke the same pw chase again
because "It's my policy on a material such as this that we always
have more than one source of supply." The Works Manager, who had had
some doubts about the new resin, also sald that he would make the same
decision again now because he falt that "In subsequent production, lots
of resin did meet the strength requirements,"

VI, Summary of Persons Mentioned as Involved in Purchase Decision*

Purchasing: Director of Purchasing (corjorate level)}
Assistant birector of Purchasing ( cor-
porate level); Supply Agent, Materiale

and Supplies 3
Adoinistrative: Works Manager 1

Production: Assistant Works Manager; General Fore=
man, Shell; Sand Control Foreman 3

Technical: Manager, Manufacturing Pesearch Labora-
tory; Senior Metallurgist 2.
Total 9
*Also, persons at technical society meetings discussed this type of
product with the Senior Metallurgist.
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V1I. Pattern of Communications Concerning Purchase
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X Supplier’s Perception of Purchase Decision

The District Manager of the supplier, who said the whole sale had
been handled through him, said that he had most contact with the Supply
Agent from the plant and that he also had contact with the corpaate
Director of Purchasing and with the Sand Control Foreman, Shell Opera=-
tions at the plant. {Informants at the company indicated that the latter
contact took place after the purchase decision had been mades)

Asked who he thought took part in the decision to buy a resin at
that time, the supplier representative named the Supply Agent, the
Sand Control Foreman, the Assistant Plant Manager, the Senior Metal=
lurgist, and the Director of Purchasing. He named the same people as
deciding to buy the product from his company rather than from another
supplier. "It was an agreemeant between all of them," he said, (The
persons named were, in fact, involved in the purchase decision, along
with the Manager of the Manufacturing Research Laboratory and the Works
Managar.)

When questioned about ways in which the purchaser company knew
about his company and its products, the supplier representative replied,
"We've been calling on them for eleven years., It was Just recently
(within the last two years or so) that we were able to get in by having
a product. which mat their specifications.”

The supplier representative thought that the purchaser company
decided to buy resin binder from his company rather than from some
other supplier because, "we had a material that was very close to what
they were usinges.I don't believe there {s another material comwparable
available right now."” These reasons coincided with those glven by people
at the purchaser cowpany.

0
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Purchase Decision Study
Survey Research Center¥
University of Michigan

3. CASE STUDY: DECISION TO USE PLASTIC CONTAINERS FOR DAIRY PRODUCTS

I. Purchaser

The purchaser 1is a mid-western based corporation with several divi-
sions, most of them in the middle west. It prepares and packages foods.
The bulk of its sales sre in dairy products, both fluid and nonefluid.
Purchasing 1s done both at a corpoarate and divisional level. Some divi-
sions of the corporation have no separate office for purchasing and in
such cases the Divisional Managers are responsible for purchasing. Cen-
tralized purchasing is done for services; for durable goods such as vehi-
cles; for packaging  materials common to all divisfons; and for durable
goods which, though not common for all divisions, are expensive. Where
packaging items are concerned, the corporate office has guidlines for
materials and suppliers, and the divisions usually are given their choice
among several suppliers. The corporation purchasing function is handled
by one man, the Director of Purchasing, but persons employed in other ca-
pacities assist him for particular purchases about which they are knowled-
geable,

II. The Product Obtained

The product obtained is a plastic container for cottage cheese,
sour cream, sour "half-and-half," and yogurt. Of contemporary design,
it is the package in which the consumer buys the product, and replaces a
previously-used container of waxed paper sidewall lidded with paper, me-
tal of plastic cover.

III. How The Need For Getting The Product Came Up
The company President said that about three years ago (1964) there

was a'continual presentation to persuade us to change the cottage cheese
container, made jointly by the Marketing Manager and the Director of Pur-
chasing to the Operating Committee Manager meeting." (Initially 1t was re=
fused by this committee, consisting of five** Divisional Managers, but

was later accepted.)

*Interviewing for this study was conducted iy the National Opinion Re-
search Center, University of Chicago. Interviews were conducted with the
Directot of Purchasing in January, 1967, with the Presidentand the Division
General Manager in March, 1967 and with tlte Marketing Manager and with a
supplier representative in April, 1967.

**Number of divisions is based on Fextune Plant and Product Directory of
the 1000 largest U.S. Industrial Corporations, 1966,
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After discussions about the cottage cheese container had resulted
in a switch to plastic containers for this product, a need fo. switching
other product containers as well was perceived by the General Manager of
Division A, This man, who came to the company after the cottaie cheese
contalner had been changed, sald that among the first things he noticed
were ''several outmoded packages being used by the company for other
dairy products.’” He brought up the subject with various persons in the
company, the first being the Director of Purchasing, whose support he
received. He appears to have catalyzed wider discussion at Operating
Committee meetings about the need for updated containers for the other
milk products.

IV. Deciding To Get The New Containers

Stage 1: The Cottage Cheese Container. The first decision to buy a
new cottage cheese container was primarily in the hands of the Director
of Purchasins,. He, along with the Marketing Manager and the President of
the couwpany, attended an Operating Committee meeting at which the idea of
switching the material of the container was presented.

During the course of study of the possible conversion from paper to
plastic, the President was kept informed by the Director of Purchasing and
by the Marketing Manager, ''They would keep me advised as to the progress
they were making, with supplier etc., Just generally,” he sald. The Pres-
ident commented further, '"Since we were attempting to purchase this
package for multi-plant operation, it was necessary to look at it from
more than a local point of view, which complicated the purchase somewhat...
Prior to adoption of this package we had a miscellany of packages through-
out our many divisions. We were attempting to find not only a better and
economical package but also to find a uniform package for all divisions."

YIn order to ascertain what such & change would involve in every
respect," the Purchasing Director talked with the Marketing Manager, with
a representative of the company's advertising agency, with five other
sales people (three division sales managers, the General Sales Manager
and the Supermarket Sales Manager) and to four production people (three
production wmanagers and one production person who "had no title at all,")
The Director of Purchasing also talked about the matter with the Exec~-
utive Vice-Presideznt and with the President. The Marketing Manager, who
was Iinterested in the product from the standpoint of its potential to in-
crease sales, spoke to persons from ''various divisions", especially to the
Vice-President of the Chicago Division. He was also consulted by the Pur-
chasing Director about "marketing information--how the container [would
be]l accepted in the market place, its virtues, and uy opinion as to whether
it was suftable."
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Initially, one respondent said, the changeover to the plastic cot-
tage cheese :ontailner was opposed by the people in the company that "vere
accustomed t> the other package and were satisfied. [They] didd't tbink
the change was iwportant.”" The main issues of discussion, according to
the President, were cost, inadequate color reproduction on the plastic,
whether the package would be durable under extreme cold temperatures, and
whether the filling equipment already in use could be adapted from paper
to plastic. 'Until these four problems were resolved,'" remarked the Pres-
ident, "our people could not present this as a oteuntially acceptable
item." These problems were finally vesolved by what the Marketing Manager
describes as '"a long slow process,' involving close cooperation between
suppliers and the purchaser.,

The color problem was solved by working with three suppliers to get
the printing right, and was approved by the Quality Control Manager, Div-
ision A, The Engineering Department in Division B conducted experiments
on the plastic under the aupisces of the Division Manager of Division B
and of the Plant Manager, DivisionA, These experiments were intended to
assess the durability of the material under cold tewperatures and, ac-
cording to the President, the recommendations of the Engineering Depart-
uent resulted in new "technological developments on the part of the
packaging companies."

The Executive Vice-President investigated the product from "an op-
eration standpoint.'" Before approving it, he wanted to know, he said, if
the package would hold up, would it work on the machines?' The packaging
companies also "participated with us," reports the President, "to make
sure that 1t [the plastic container] would fill properly with our present
equipment." The General Manager of Division A mentioned in this connection
that the Plant Mansger, was consulted by the Director of Purchasing to
find out "if a certain type of container would go through his filler ma-
chine,'" Once these issues were satisfactorily worked out, the divisions
heads were finally convinced,

The cottage cheese contalner was purchased basically because it
would help ilmprove sales. The Marketing Manager who looked into ''what
c ompetitors were doing in various markets, what kind of designs were pos-
sible,'" was mainly interested in finding an attractive design for the
package, and in establishing a uniform package for all divisions, so
that the contalner would serve as an advertisement in itself.

Stage 2: Containers For Other Products. As noted above, after the

changeover was made for the cottage cheese container, the General Manager

of Division A suggested changing the containers of the company's other milk
products, specifically yogurt, scur cream, and sour half-and-half. Having
received the support of the Purchasing Director, he then, he sald "ap~
proached only those who wight be sympathetic-~the younger men in particular."
These persons included the Branch Manager of Division A, the Sales Manager,
and the Vice-President of the corporation's advertising agency who 1is, the
General Manager sald, a '"real bug on updating our product," He spoke also
to the Marketing Manager and to the Vice-President of Division A.
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Even though one package switch had already been accomplished, the idea
of extending the change to othle r products met with resistance, particularly
by a high officlal of one division. Moreover, one respondent said, some
of the people in that division were "emotionally attached ‘to the -old style
of packaging." Their recasoning, he said was; '"The product 1is responding
well; the consumer is buying it; let's leave things as they are,"

However, the General Manager of Pivision A proceeded to get a design
for a new container to show what it would look like. Since, as with the
cottage cheese container, the main reason for the changeover was to in-
crease the product's marketability, the package design, was of primary im-
portantce in deciding whether to adopt a new contailner--in a way more im-
portant than the new material involved. The General Manager of Division
A sald, "The decision to change didn't come from production or accounting;
it was a marketing decision...the package change would create a wmore mer-
chandisable product on the grocery shelf, [one]more attractive to the con-
sumer, It would create Iin the consumer a desire to buy. It also brought
coloring and life to the package." His strongest support, the General Man=-
ager said, came from the Vice-President of the (advertising) agency whom
he sald, "offered me strongest support, spurred me on." Also influential
in the decision he sald was the Director of Purchasing who, he mentioned
“had the art department come up with design concepts."

The sour-cream, half-and-half, and yogurt containers were ordered
almost a year after the cottage cheese containers, in November 1966.

V. Selecting A Specific Type Of Product And A Supplier

Stape 1: Cottage Cheese Container. With regard to the cottage cheese
container, the birector of Purchasing had considerable responsibility for

choosing the supplier. "I made the cboice,' he said, ""with assitance
from sales and marketing people.' These, especilally the Marketing Man-
ager, gave him i{nformation on “specifics, detalls 1like size and design."

He considered "all suppliers who were capable. [They] were given
an equal opportunity." The successful supplier, which was the same com=-
pany that had been supplying paper cottage cheese contailners, to the
comapny, was chosen from among eight potential suppliers. The Purchasing
Director had contact with the supplier's representative- #'because they
could give me a much broader and current picture, not only of ther own
product, but of the industry as a whole.,"

While "quality, service, and price' were important factors in the se-
lection of a supplier, the supplier's '"image in the market place" and
the purchaser's '"past experience with specific companies'" was most sig=-
nificant, the Director of Purchasing said. The President, who was kept
informed by the Marketing Manager and the Purchasing Director, said that
“'tho supplier's availiability to deliver to our many production plants"
was also an [mportant factor in making the choice (the new pachage was to
be used uniformly in all divisions, not just for Division A, where the de-
cision to make the changeover originated.)
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Stage 2: Containers For Othor Products. When it came to selecting
a supplier for the container of the company's other milk-products, a
likely contender was the company already chosen for the cottage cheese
containers. The General Manager of Livision A sald that he "virtually had
the complete decision as to which supplier would be used' for these con-
tainers and his concern with the design of the container led him to reject
the cottage cheese package supplier already being used by the company in
favor of a supplier that could provide a more apt and artful package.

He reports that there are "three or four major suppliers for the
dairy business from among which he might have chosen. '"Since we had
alreadly changed one container for cottage cheese, both supplier B and
Supplier A (which supplied the cottage cheese container) were filercely
competing. All the mojor companies had called on us, but we felt only
these two companies were big enough to help with the design concept.

They had a great deal of help to offer--they placed their art departments
at our disposal, suggesting color combinations, etc.,"

The General Manager of Division A said that the art department of the
successful supplier "really sold it for them." The department "took the
initial idea, the art design that our company had created, elaborated on
it and from it developed a modern, eye-catching design. Supplier A's de-
partment missed the whole concept."

In the case of the second changeover, price was not a deciding factor.
"At this point, I was only concerned with concept and not price...We
knew that (Supplier B) was ccmpetitive in price, having gone through the
cottage cheese purchase. We also knew that (Supplier B's) servicing was
very good,'the General Manager said. The successful supplier was chosen
he added because ''they serviced our needs, bringing to positive conclusion
the design of the carton art work."

Once supplier B won out over its competitors for the additional
business of the poerchaser, there were continued contacts between persons
at each company, specifically the General Manager of Division A and the
Reglonal Manager and a Sales Representative from the supplier. ''Someone
was constantly coming in for refinement of the package--that is from the
rough art work to the hand-painted package,” the General Manager said,
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Vi. Sources Of Information

The President sald he recieved relevant information ‘from "trade .
magazines' (he didn't recall the names) in which there had appeared
articles on packaging material and the names of competitors which were
using plastic or consider.ng using it. He recalled also one article on
“the economic value of convertirg fom paper to plastic." He sald he was
also kept advised of progress being made, with the supplier, etc. tv the
Marketing Manager and by the Director of Purchasing. The Marketiny Mza-
ager told him '"what competitors were doing Ln various markets, what kiad
of desings were possible and the advantages of a uniform package which we
did not have, particularly with regard to the advertising program."

The Director of Purchasing sald he got information from a supplier re-
presentative, from "the experience of our own people," from publications,
and from "feedback to suggestions we made to potential suppliers.' He
noted more gpecifically getting information from the Marketing Manager a-
bout how the "container was accepted in the market place, its virtues, and
his opinion as to whether it was suitable." In the trade jJournals Dairy
Review and Food Engineering, he saw '"articles on the subject written by
staff people, or {about] suppliers, or articles on operations where this
materlal was used.'

The Marketing Manager said that, "Some of our customers like (X Tea
Company) came to us and asked us to look into this container. This was not
unique with us.” He sald that "our own sales experience in the super mar-
ket" was the most valuable source of information about this product.

The General Manager of Division A got information about the product
from three sources: a) the two major suppliers of the product who, among
other things, he said, suggested color combinations for the packages;

b) the Purchasing Director who, he said, ™had gone through the cottage
cheese packaging change [and]l...was knowledgeable;' and c) from several
trade publications: Milk Review, American Dalry Review, Advertising and
Sales Promotion, and Food 7?rocessing and Marketing, (all monthly publica-
ticng) and Dairy Record which he termed a 'biography of the dairy industry."
He sald he saw "everything” in these publications, adding that he finds
Dairy Review mast valuable because '"it has new ideas, new concepts."

The General Manager of Division A felt that all the information
sources named were valuable. 'Anyway," he sald, it was mainly the col~
laboration of the supplier with us in an attempt to come up with some-
thing that finally sold theldea."
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VII, Satsifaction With Purchase Decision

The four persons interviewed (President, Director of Purchasing,
Marketing Manager, and General Manager, Division A) all said that they
had been completely satisfied with the purchase at the time it was made.
Most commented that those involved had done a thorough job of screening
and investigation in choosing the product.

Three of the four sald they would be in favor of making the same de=
cision again 1f the decision could be made over. The President saild he
would repeat the decision because "I know of nothing at this point that
would lead me to believe that we made a bad selection."” The General
Manager of the divislon sald he would repeat the decision "because with
few exceptions, I've been s& isfied with the product.'" The exceptions, he
sald, are that the supplier puts out some cartons with smeared ink or
faded color, and neglects to treat the plastic for static electricity to
provent dust adhering to the package. The supplier "gets a little lax in
quality control. 1I'm now continuing to deal with them but if they let me
down some more, I would consider another supplier,'" he added. The Dir-
ector of Purchasing sald that he was not sure whether he would favor
making the same purchase decision again because it is company policy to
re-examine these decisions. ''We re-evaluate every year,'" he said.

VIII. Summary: Persons Mentioned As Involved In Purchase
Iop Manapewent: President; Executive Vice-President;
Vice=President, Division A; General Manager,
Division A; General Manager, Division B; Other
Division Managers (3) (members of Operating
Committee) 8

Sales: Marketing Manager; Division Sales Mana-
gers (3); General Sales Manager; Supermarket
Sales Manager 6

Production: Production Managers (3); other
"unt{tled" production person; Quality Con=

trol Manager; Plant Manager, Division A 6
Purchasing; Director of Purchasing 1
Engineering: Head, Engineering Department,

bivision B* 1
Other: Branch Manager, Division A; Vice-President,

advertising Agency 2

Total 24

*Other unspecified persons in Engineering Department of Division
B were also involved.
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IX. Cverall Pittern Of Cowmunications Concerning Purchases*
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X. Supplier's Perception Of Purchase Decision

The Manager of Packaging Sales for supplier A, xho supplied the
cottage cheese containers, sald that every phasz of the transaction was
channelled through him. He said he had "most direct contact...face to
face discussion" with the Director of Purchasing. He said he also had
contact with the General Manager of purchaser Division B in the course of
"servicing the contract." Asked who he thought took part in the decision
to get the plastic cottage cheese contalners, he named only the Vice~Pres-
ident of bivision A, (Persons at the purchaser company did not stress this
person's role in the purchase.)

He said that the purchaser company "knew of us because we were sup-
plying them [yith paper containers.] In addition our company has a good
corporat: image.” He thought thac the decision to buy the cottage cheese
containers from his supplier company was "a sort of group decision~~ini-
tially (the Executive Vice-President) in conjunction with (the Director of
Purchasing, In renewing the contract, the emphasis swung stronger to
(Director of Purchasing).' (Information from the purchaser company also
suggests that the Director of Purchasing was inportant in this choice,
with the advice of the Sales people ), He thought the decision to buy the
cottage cheese containers from his company was due to "our total image
and proposal [being] better than any of the others presented...our image
from past esperlence and performance was gond, so they gave us the business."

At Supplier B, from which plastic containers for sour cream, sour
half and half, and yogurt are being purchased the persons who had great-
est contact with the purchaser company was the Packaging Salesman. He
sald he had most contact with the Director of Purchasing, also had con-
tact with the Marketing Manager and with the General Manager of Division
A, and had "minor contacts' with the Vice-President of Division A and
with the Executive Vice-President. Asked who he thought took part in the
decision to buy plastic containers for these products, he named all of
the five people with whom he had contact. (These persons did play a pro-
minent part in the decision.)

Agked how people at the purchaser company knew about his own company
he said, "95% of what they know came from me.!" He named six trade publi-
cations and one general publication in which his company advertises, then
sald, "Advertising is of significant assistance but direct contact is
wost {mportant." He added, "Actually we had been calling on (purchaser
company) since 1962, They hadn't used our services. Then when there was
a change i{n personnel, the attitude was completely different."
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Asked vho he thought it was who decided to buy from his company, he
named the Director of Purchasing and apparently was not sure whether or
not the General Manager of Division A was involved. (Cowpany personnel
indicate that the General Manager was most influential in this choice.)
The supplier salesman expressed his belief that the Director of Purchasing
"and others at (purchaser company) believe that (Supplier B) is the kind
of company to whom they wish to relate over a long term. (Purchaser com=
pany) is very much of the philosophy to develop long-term thorough re-
lationships with suppliers and customers. [This was corraborated by the
Director of Purchasing.] 1 guess they felt (supplier B), a highly re-
search-oriented company, was going to be around for a while-~a better
long~term bet than another company that's only interested in making a
fast sale. Of course our product is excellent and priced competitively,
and far better-looking than their old packaging.”

306
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Purchase Decision Study
X Survey Research Center#
University of Michigan

4, CASL STUDY: PURCHASE OF NEW PLASTIC MATERIAL FOR ORGAN KEYS

I. Purchaser

The purchaser is a well-established designzr and manufacturer of high
quality organs and pianos. The main division of the company produces a large
number of organ models and employs about half of the total company personnel
of 3000 employees. This division has five plants within the same city.
Other divisions of the company make audio system components and precision
electronic devices for commercial and military uses.

The Purchasing Department of the main division, where this study was
done, employs eighteen persons and processes about 300 requisitions per
week.

IL. The Product Obtained

Melamine is a thermo-setting plastic of high impact strength. It was
purchased for use in making the white keys of organs, specifically of higher-
priced organs, both manual and electronic. Previously, both implex, another
thermo-plastic, and betel, a hard natural vegetable substance, were used to
make the keys.

III. How Need for Getting Product Came Up

After receiving complaints from their customers, dealers complained to
the company that the impiex keys were too easily scratched and that the key-
board lost its beauty quickly, becoming yellow. Those in Marketing, including
the Vice President of Marketing, as well as those in Engineering, were aware
of this problem. It was within the Engineering Department, however, that
the idea of a switch from the previous materials used (primarily implex and
betel) to another material was first discussed. Those in the company who
discussed this idea during the first few months of 1964 were the Vice Presi-

dent of Engineering, Engineering Department, the Senior Mechanical Engineer,
and a Buyer, Purchasing Department.

Another factor which figured importantly in the switch from implex and
betel keys to a new material was a change in the design of the manual model
organs. In early 1964, the Style Consultant of the Engineering Department

‘designed a new model organ with an overhanging keyboard. The model required

a key which could withstand great pressure. Betel was hard but too costly;
fmplex's cost was not prohibitive, but it was too soft and likely to scratch
and yellow.

)
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*Interviewing for the study was conducted by the National Opinion Research
Center. Interviews were conducted in January 1967 with the Vice-President,
Enginecring; a Senior Mechanical Enginecer; a Senior Project Engincer; the
Director of Purchasing; the Vice President of Planning; the President; and
representatives of two supplier companies.
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The Vice President of Engineering subsequently discussed the nced for
a new material with the President at several informal meetings during the
first few wonths of 1964. Also present at these meetings was the Director
of Purchasing. Considerable further discussion within the company then took
place. The Vice President for Engineering brcught this need to the attention
of the Senior Mechanical Engineer in October of 1964. The Senior Mechanical
Engineer discussed the need with the Vice President for Engineering and with
the Senior Project Engineer, Engineering Department. The Senior Project
Engineer discussed the need for some new material with the Senior Mechanical
Engineer, with the Cabinet Designer, and with the Vice President for Engineer-
ing. The Vice-President for Engineering,in turi, talked with the Vice Presi-
dent of Planning, Planning Department. The latter also discussed the matter
with the Purchasing Director. At the center of this pattern of discussions
was the Senior Mechanical Engineer who, after his talks with the others,
as mentioned above, and after careful study of the problem, recommended the
purchase of melamine to the Vice President for Engineering.

Summary of Persons Involved in Discussing Need:

Top Management 2

Engineering 3

Puxchasing 2

Marketing 1

Techinal Specialists (Style Consultant

and Cabinet Designer) 2
Total 10

Iv. Deciding to Get a Product in This Catepory

The Senior Mechanical Engineer, Engineering Department, who discussed
the possibility of obtaining melamine for the key mold with the Vice President
of Engineering and the Senior Project Engineer, designed a key for the new
model organ, and selected the type of material to be used (i.e. melamine),
the grade of material, and the special color which he recommended for use,
As the Senior Mechanical Engineer put it, "I studied different specifications
and made the determination to get melamine. It met the specifications for
the job we were doing.'

The Vice President for Engineering, Engineering Department, discussed

the new key design with the Senior Project Enginzeer, as well as with the

Director of Purchasing. The Vice President for Enginecring also received the

evaluation and recommendation of the Chief Mechanical Engineer, Engineering

Department (not the same as Senior Mechanical Engineer), who had tested the

material and keyboard design. Also involved in the discussion about getting

nelamine, though they had no direct responsibility for the decision to make

this purchase, were the Vice President of Planning, who spoke with the Director

of Purchasing, with the Vice President of Engineering, and with the President;

913 *he Senior Project Engineer, who discussed the idea of buying melaminc with
EE l(:uyer, with the Vice President for Engineering, and with the Senior Mechani-

e N8 ineer,
38
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Initially there was considerable uncertainty about the advantages of
switching to the new plastic. Doubts centered around the somewhat higher cost
of the new material, its technical feasibility, and the question of how the
new keys would look. However, as the Director of Purchasing stated, 'We
found it was feasible and the cost estimates were not too exorbitant."” The
new material has a bone-like appearance, and had the advantages of being hard
and scratch and burn resistant.

After the series of discussions outlined above, the Vice President for

Engineering approved the proposed new key design and material. Then the Presi-

dent of the company, after discussion of the proposed change with the Vice
President of Planning and with the Director of Purchasing, gave final approval
for the purchase of the new plastic. The President favored the change to
melamine because he felt that it would be more satisfactory than the material
(implex) then in primary use, while costing approximately the same.

V. Selecting a Specific Supplier
Three potential suppliers were considered. No one supplier was men-
tioned as having been considered more seriously at first than the others.

The Senior Mechanical Engineer discussed the choice of a particular
supplier with the Buyer, and with the Director of Purchasing, and was con-
sulted by the Vice President for Engineering about the supplier to be chosen.
The Vice President of Engineering had the greatest influence in the choice
of supplier since, as he said, the plastic key "was my responsibility."
After assessing the skills and operational process of the several suppliers
under consideration, he concluded that one in particular was preferable to
all others. After discussing his conclusions with the Senior Mechanical
Englneer, the Vice President of Engineering recommended to the Director of
Purchasing that this supplier be chosen. The Vice President of Engineering
commented, "We considered his skills and (Senior Mechanical Engineer) saw
his operation and we were convinced he ¢ould do the job." The Pirector of
Purchasing discussed the choice further with the Senior Mechanical Englneer,
with the Buyer, and with the Vice President of Planning, Planning Department.
Formal approval for the purchase from this supplier was given both by the

Director of Engineering and by the President. The purchase order was issued
in January 1965.

The President, although giving his approval to the choice of the sup-
plier, expressed reservations about the choice because of this supplier's
lack of experience. The initial supplier turned out, in fact, to be unsat-
Lsfactory because the keys of melamine he supplied were mottled in appearance,
and because he was unable to keep up to the desired production schedule.
The Vice President for Engineering arranged for the withdrawal of the key
mold from this supplier and the contract was subsequently given to another
supplier with which the company had previous experience.

Contact with Successful Supplier )

The Senior lMechanical Engineer discussed the problems of building the
key mold with the President of the successful (initial) supplicr at the organ
plant. Then, accompanied by a Buyer, he went to the supplier's plant to
g~ C;~t type of an operation the supplier ran. On the hasis of this visit,
ERIC
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he reassured the Purchasing Department '"that the man was qualified to do this
type of work for us."” The Senior Mechanical Engineer also returncd t» the
supplier's plant when the actual keys were first belng turned out. The Presi-
dent of the successful supplier visited the organ company in an effort to get
their business. A meeting was held in yhich the supplier President discussed
the possible purchase with the Senior Mechanical Engineer, the Director of
Purchasing, and a Buyer from the Purchad ng Department. The Vice President
for Engineering had no personal contact with the first successful supplier,
nor did the President, nor the Vice President of Planning, nor the Senior
Project Engineer.

Reason for Cholce. of Supplier
_ The original supplier was chosen for the following reasons {not nec-
essarily in order of priority):

1. The price quoted by this supplier offered significant savings
compared to quotations from other suppliers.

2. The supplier's name was well-known as a result of the supplier's
publicity,

3. On the basis of the visit of the Senlor Mechanical Englneer, it
was consluded that it was a '"good quality operation he runs; not
a cheap manufacturing process."

4. It was judged that this supplier was willing to try new ideas,
which the supplier of implex keys was not.

5. The personal presentation and demeanor of the President of the
supplier company originally chosen seems to have been a very im-
portant factor in deciding the choice of supplier. Several of
those interviewed felt that the personality factor had perhaps
been weighted too heavily, to the detriment of other more tangible
considerations which was much regretted when this supplier was
unable to fulfill his contract as specified,

The second supplier, to whom the job was later given, was chosen pri-
marily because it had done work for the company before and had been found
reliable. This supplier was second in line on the bidding. "When trouble
arose with (the first supplier), there was no hesitation on my part to ship
the wold to them,"” said the Director of Purchasing.

Summary of Persons Ipvolved in Choice of Supplier:

Top Management 2

Engineering ' 3

Purchasing '_g_
Total ?
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VI. Sources of Information About Product and Suppliers

The Vice President for Encineering, Enginecering Department, spoke witﬁ
local sales representatives of supplier firms whom he considered his most
valuable source of information. He also consulted publications which had in-
formation both on new types of plastics and new techniques in plastic usage
(Modern Plastics, Plastics Engineering, American Society for Plastics), ob-
tained information mailed from the Society for Plastic Engineering about
materials, and drew on his past experience with plastics suppliers.

The Senior Mechanical Engineer, Engineering Department, got relevant
information from visits by local sales representatives of suppliers whom he
had asked to call, He consulted standard reference works including Plastics
Encyclopedia; and visited one supplier's plant. He also had relevant previous
experience, noting, "I've designed products made of mzlamine and other products
and had very good luck with them for (this company) and other organizations."

The Senior Project Engineer, Fngineering Depsrtment, got relevant infor-
mation from the Modern Plastics Encyclopedia, a standard reference work. He

also got reports from the Senior Mechanical Engineer and from the Buyer of
their contacts with the original supplier. He felt these two wmen were his
most valuable sources of information.

The Director of Purchasing, Purchasing Department, said the Plastics
Encyclopedia and his previous experience with vendors were mes t valuable to
him. He got information from the Mechanical Engineer about the capability of
various suppliers and their tentative prices, from potential suppliers who
told him what could be done with melamine and ways in which it could be used,

and from the Buyer. He felt that the suppliers were the most valuable source
of information to him.

The Vice President of Planning, Planning Department, obtained relevant
information from the Vice President of Engineering and from the Director of
Purchasing.

The President said that his sources of information were the Director
of Purchasing and the Vice President of Engineering, Engineering Department.

Summary: Number of Persons Who Got Information From Following Sources:

Others in Company ) 4
Called on by Salesman 3
Got Direct Mail from a Supplier 1
Visited a Supplier 2

Had Previous Experience with this Type of Product or Supplier 3
Used Standard Reference Work 2

qaw Article or Ad in Magazine 1

ERIC
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VII. Satisfacticn with Purchase Decision

Asked whether they had felt completely satisfied, fairly satisfied, or
not too satisfied about the decision at the time it was made, two of 3ix key
respondents said that they had felt "completely satisfied," principally be-
cause the melamire samples 'were fully approved by Engineering.' But four
(including two top management men) said they had been only "fairly satisfied"
with the decision. Reasons given for lack of complete satisfaction included
dislike for the yellowish color of melamins: and difficulty with brittleness
of the material.

Asked whether, if the decision could be made over again now, they would
be in favor of making the same purchase, three respondents said they would be
in favor of repeating the purchase, one of these saying, "we don't know how
we could have done better, the material has proven satisfactory.'" But three
other respondents, including two top management men, said they would not be
in favor of making the same purchase again. Reasons offered included trouble
with the quality of work and delivery of the original supplier, the continued
need for readjusting keys on the assembly line, and higher-than-anticipated
costs. One of these respondents noted, '"We may have to change the whole thing
yet."

ERIC ‘ 42
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VIII. Diagram of Overall Pattern of Communications Concerning Purchase -
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Overall Summary of Persons Mentioned as Involved in Purchase:

Top Management ’ 2
Engineering A
Purchasing 2
Marketing 1
Technical Specilalists 2
Total 11

IX. Supplier's Perception of Purchase Decision

¥bo Togk Part in _the Decision to Buy Product in This Catepory

Asked, "VWho do you think it was at (purchaser corpany) who took part in
the decision to buy melamine at this time?" the President of the first suc-
cessful supplier mentioned the Buyer and the Director of Purchasing. He did
not mention any of the other persons who were, as described above, involved
in the decision to buy the product. Asked the same question, the manufacturing
representative of the second successful supplier mentioned only the Director
of Purchasing.

Persons at Purchaser Company Involved in Decision to Buy From Particular Supplier

Company
The President of the first successful supplier thought that the Senior

Mechanical Engineer decided to buy this product from his company rather than
from another supplier, However, information obtained from persons at the
company indicate that this supplier was chosen primarily through the influ-
ence of the Vice President for Engineering, who consulted with the Senior
Mechanical Engineer, the Buyer, and the Director of Purchasing.
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Purchase Decision Study
Survey Research Center¥
University of Michigan

5. CASE STUDY; DECISION TO PURCHASE PLASTIC LAMINATE
FOR FURNITURE MANUFACTURE

I. The Purchaser

The purchaser is one division of a large, midwestern-based, nation-
wide corporation. The entire corporation manufactures over seventy finished
and unfinished products in plants spread out across the country. This division
manufactures a variety of products including farm implements, plumbing
products and hospital furniture.

Each division of the corporation is autonomous in its purchasing.
This division employs eleven persons in its purchasing department. It
handles all divisional purchasing; none i{s done at the corporate level,

I1. The Purchase Decision

The purchase decision studied was that to buy a plastic laminate for
application to a steel bedside cabinet being manufactured by the company for
use in hospital rooms. The plastic laminate simulates wood and covers
the surfaces of the steel cabinet. For bonding the plastic laminate to the
steel, the services of a second supplier were obtained.

III. How Need for Getting Product Came Up

The company had begun the manufacture of hospital furniture by making
a bed. It was found, however, that custcmers wanted a ''package deal," which
combined several pieces of furniture rather than the single item. Therefore,
to weet the demands or the competitive market, the company supplemented the
hospital bed by offering two kinds of bedside cabinets: one of platn steel,
and one of wood-laminate with a plastic veneer top. The first was company-
manufactured and the second was bought as a completed unit from a furniture
manufacturer and resold. However, the source that was making the wood-
laminate cabinet could not, according to the Buyer of these cabinets in the
Purchasing Department, "meet the company's quality 1ine,” and the company was
having difficulty obtaining a good source of supply. Moreover, the completed
cabinets purchased outside were expensive. Their own wmetal cabinet was
not decorative enough ‘to be completely saleable. This j;ituation had been a
"perennial problem," according to the Executive Vice President who had been
Director of Marketing at the time this became a problem.

In January 1966, the Buyer from the Purchasing Department, whose re-
sponsibilities included purchasing the cabinets from an outside source, thought
of using a plastic laminate--already being applied in clear form to the company's

*Interviewing for the study was conducted by the National Opinion Research
Center. Interviews were conducted in January 1967 with the Buyer, the Director
of Purchases, the National Sales Manager for Hospital Products, the Senior
Project Enginecr--Product Design, the Executive Vice~President, and the
Vice-President, Engineering.
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wood-laminate bads--on the steel components then making up the plain metal
cabinet. By applying 2 wood-appearing plastic to the core metal, he believed,
an end product of apprcpriate quality and price could be assembled to replace
the unsatisfactory wooc-laminate cabinet.

The Buyer broached this idea for a cabinet of metal and plastic-laminate
to those concerned witl: sales, manufacturing, and design of the product. These
persons included the D.rector of Marketing; the National Hospital Products Sales
Manager, Marketing Depirtment; the Director of Manufacturing; the Vice President
of Engineering; and th: Senior Project Engineer for Product Design, Engineering
Department. Each of t'iese men generally acknowledged the need for a new cabi-
net and examined the f:asibility of the proposal from the point of view of his
respective specialty. Further discussion of the need for a new type of cabi-
net was carried on by the Director of Marketing, who discussed the problem
with the Vice Presiden:, Engineering, and with the Executive Vice President.

SUMMARY: Persons Involved in Discussion of Need

a. Top Mana;ement 2
b. Sales 2
¢. Engineering 1
d. Production 1
.e. Purchasing ' A
Total ?

. Deciding to Gat a Product fin This Category
Though technical and managerial approval was necessary, the decision

about whether to go ahead with the new type of cabinet was primarily in the
hands of Purchasing and Sales. There were two main issues around which the
decision revolved. Oae was the potential saleability of the proposed plastic-
laminate cabinet and the other its likely manufacturing cost. Since the
fabricating and bondiag of the plastic veneer could not be done at the pur-
chaser company, the Buyer had samples of the wood-simulating laminate on
metal made by a supplier with which the company was already dealing. He

then submitted these samples to key people in Engineering Design and Sales.
Doing this "proved'' that the particular supplier could, in fact, laminate the
plastic to the metal. (The process was ""new' only for the purchaser and the
laminator; it had already been done elsevhere.)

It was the task of the Engineering Department to prepare specificatfons
for the cabinet. The Senior Project Engineer, Product Design, made production
drawings and determined the engineering feasibility of the proposed cabinet.

The Director of Research and Development ran experiments on the new material

in order, ac the Vice lresident, Engineering, put it, '"to be sure it would

do the job." The Chief Inspector, Quality Control,had to evaluate the facilities
of the supplier and {ts "ability to meet specifications.” Meanwhile, the

O
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National Sales Manager for Hospital Products consulted his assistant (the
Assistant Natiorial Sales Manager) as well as two regional sales managers--
one in Philadelphia and one in California--to get their rcactions to the pro-
posed new type of cabinet. The Marketing Department requested a cost es-
timate on the new cabinet from the Vice President for Engineering who, in
turn, sent a memo asking for such an estimate to the Senior Project Engineer,
Machine Design. The Vice President for Engineering also reviewed reports
made on the material sent to him by the Director of Research and Development.

Though ultimately the idea for the cabinet was enthusiastically re-
ceived, people in the company were at first skeptical. According to one
respondent "there were negative attitudes, basically from the Sales Depart-
ment (which) didn't want it at first."” In order to 'sell" Sales, the Buyer
had a sample cabinet censtructed and '"showed it to the salesmen; after they
saw it they were more interested.' Those concerned with manufacturing and
engineering also had doubts about whether a company-manufacturered cabinet
would be desirable. There was a question, the Purchasing Director noted,
about "the cost of doing it vs buying the completed unit--as long as it in-
volved manufacturing here, how we were going to do it. This included engin-
eering as well as manufacturing.' More factual information about price and
the drawings for the new cabinet made up by Design helped to answer the
questions raised.

The new cabinet promised a number of important advantages:

a. It was a better quality cabinet than the wood-laminate unit
which was being bought from another manufacturer.

b. It enabled the company to control production of its own equip-
ment instead of buying outside and depending on possibly un-
reliable supply sources. (Controlling production for the new
cabinet entails determining color and texture specifications
for the supplier of the laminate; providing its own metal com-
ponents to the laminator; and specifying the kind of fabri-
cating to be done on these components--the cutting, tooling,
drilling, and bonding of plastic to the metal component core.)

c. Controlling production, in turn, increased labor at the plant,
thus providing for potential expansion of the hospital products
"operation.,"

d. By freeing the company from paying outside overhead on a com-
pleted unit, the plastic laminate cabinet reduced manufacturing
costs and customer prices.

e. The new cabinet was judged to be a more saleable product than
the previous cabinets sold.
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The Buyer was, all along, active in trying to get adoption of the new
cabinet. As the Senior Project Engineer, Design, put it, "he just pushed it."
Having had the job of purchasing the inadequate and expensive completed fur-
niture, and knowing the problems of finding a reliable source for these fin-
ished units, he felt that the company's way out of the dilemma was to "do it
themselves." Accordingly, he worked hard to get his 'project" adopted.

The National Sales Manager, Hospital Products, was influential in the decision-
making process because, as he himself put it, "I know what the market will
stand.” It is part of his job to increase sales and his concern to develop

a saieable product. The decision to proceed with the cabinet was technically
his, since as Sales Manager for Hospital Products he is 'responsible for in-

stigating changes...for all aspects of a product, including appearance, cost,
and quality."

Final approval was given by th~ Vice President, Engineering and the
£r 2cutive Vice President on the basis of the favorable reports they received
from the Engineering and Marketing departments. The Executive Vice President
also had received advice from an industrial design consultant.

SUMMARY: Persons Involved in Decision to Get Product in This Category
a, Top Management 2
b. Sales 4
Cs Engineering 1
d.  Purchasing 2
e. Research and Development 1
f. Quality Control 1
-8 Consultant .
Total 12
V. Selecting a Specific Type of Product and a Supplier

Two kinds of suppliers are involved in this purchase. The first is the
supplier of the wood-simulating plastic laminate. The other supplier bonds the
plastic to the core metal components received from the purchaser. For the
plastic laminate itself, the National Sales Manager, Hospital Products, named
six companies that were considered as possible suppliers, among them one
of the leading suppliers of plastic furniture tops. The purchaser company had
done business with this firm in the past,but. had had "major problems" ac~
cording to the Sales Manager for Hospital Products, because the firm didn't
neet the purchaser's delivery schedules.

Tre National Sales Manager for Hospital Products had a major in-
fluence in the choice of a plastic laminate supplier because, as the Execu-
tive Vice President said, "He has to make the sales and know what the market
requires.'" Also active in the process of choosing a laminate supplier was the
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Buyer. Both the Buyer and the National Sales Manager for Hospital Products
had contact with a salesman from the company chosen to provide the laminate.
The National Sales Manager commented that the salesman "“called on us regu-
larly and, when we thought about switching, (he) had the most technical
information (and) more sincerity, We visited the plant at his urging and
thus knew what they could do." The personality of the supplier salesman
was also a factor in the cholce of the laminate supplier. ''We believed in
him," the National Sales Manager said.

The tentative vendor choice raised objections among some salesmen,
who thought that it would be better to get the plastic from the better-
known source that the company had once used. These men felt that this brand
name would "add quality to the product" and make it more saleable. The Sales
Manager therefore distributed a questionnalre to twenty salesmen to search
out their cpinions about whether the previously used brand name would aid
sales. Using the responses to this questionnaire “convinced people in the
company, I suppose, that the name wouldn't make any difference," he said.
Probably because the product "has to be saleable no matter what we recommend,"
the Buyer attributed to the "salesmen as a group" great influence in the
choosing of the plastic laminate vendor.

With vegard to a supplier to do the bonding of the plastic laminate
to the steel cabinet body, the Buyer seems to have been primarily responsible
for selecting this company. He contacted the owner of the company that had
been supplying his firm with components for the hospital bed, “Whether it
could be done was discussed with Mr. ) .+.1 phoned and asked if
they could laminate plastic to metal--could it be done and could he do it."
Although there were other companies which could handle the bonding and fab-
ricating process, the purchaser "was happy with", and"committed to' this
one according to the Executive Vice President and didn't consider another.
The laminate applier used had been found satisfactory because of the
quality of its service, its suitable prices, and regularity of delivery.

A requisition for the laminate application was prepared by the Pro-
duction Control office, a8 part of the Manufacturing Department, on November 11,
1966; it was signed by a Production Control Supervisor and the Production
Control Manager. Three days later the Buyer signed the purchase order for
the services of the laminate applier, and the purchase order was approved by
his superior, the Director of Purchasing.

SUMMARY: Persons Involved in Cholce of Suppliers

a. Sales: National Manager; 20 salesmen 21
b. Top Managemeut 1
c, Purchasing- 2
d. Production ‘ 2
Total 26
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vI. Sources of Information About Product and Suppliers

Asked about the ways in which they got information about the product

or about suppliers of the product, people at the company gave the following
information:

The Buyer had been dealing with a company that had been supplying
them 'with plastic-veneer wooden bed components, and knew this company's
capability. (This is the company which was given the job of bonding the
laminate to steel.) He also saw a '"competitor's product with similar con-
gtruction to ours' in a hospital products periodical. The Buyer says that
"a combination of seeing ideas, and my own desire to see if we could do it"
were his most valuable sources of information about the product.

The Director of Purchases dealt with the buying process indirectly,
discussing the purchase with the Buyer and receiving information from the
Buyer.

The National Sales Manager for Hospital Products received most of
his information through the Purchasing Department. He also received information
from his salesmen in the fleld, from the field manager, from trade publi-
cations, and from his own company's Engineering Department, He felt that his
most valuable source of information was the Purchasing Department, 'because
of their understanding of laminates and the furniture business."

The Senior_Project Enpineer--Product Design said he obtained infor-
mation about the suppliers from past experience with them. He obtained in-

formation about the particular product from the Marketing Department.

The Vice-President-~Engineering got information from Research and
Development, which conducted experiments on the material to "prove the capa-
bility'"of the laminated product, and from the Buyer, Purchasing Department,
about prices. He felt that his most valuable source of information about
the product was th: report from the Director of Research and Development
which "proves the value of the product...whether this (material) can be used
as part of the final product.”

The Executive Vice President said that his most valuable sources of
Loformation were an industrial design consultant, who had done a survey of
the field and recommended improvements, and the Buyer,
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SUMMARY: Number (of six persons {nterviewed) Who Got Information From Fol-
lowing Sources: .

a. Others in Company 5

b. Called on by a Salesman 1
c¢. Visited a Supplier 2
d. Had Previous Experience with this Type of Product
or Supplier of it 2
e. Saw Article or Ad in Magazine 2
f. Got Information from Person (consultant) Outside the
Company L
Total 13
VII. Satisfaction with Purchase Decision

Asked about their satisfaction with the purchase decision at the
time it was made, five respondents sald they had been ''completely satisfied"
with the decision and one said he had been "falrly satisfied.'" Reasons given
by respondents for complete satisfaction were: that the company had gained
control of the product by manufacturing instead of buying it; that the
product filled a "crying need" and solved a "severe sales problem;' that
the laminate applier company was familiar and could be depended upon for
'exceptional quality;" and that the cabinet passed all tests for looks and
price. The respondent who was only fairly satisfied thought that there''was
some way a little bit better than using this method. I had some ideas of ay
own which were overruled."

Asked whether, 1f the decision could be made over, they would be
in favor of making the same purchase, all said yes, except the man who had
had some original reservations; he sald he was not certain because "the
whole laminating process could have been done here." Many of those involved
would make the same decision again for the same reasons that they were com-
pletely satisfied with it; one man calls the cabinet as a '"good investment."
Although it had not yet gone into production at the time of these interviews,
and had not been marketed, ihe Buyer meationed that the product appeared to
be more saleable than the previous products and that 400-500 orders for it
had already been placed.
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SUMMARY: Persons Mentioned as Involved in any Phase of Purchase

Purchasing: Buyer, Director of Purchasing 2

Top Management: Executive Vice President; Vice President,
Engineering 2

Production: Director of Manufacturing 1

Sales: National Sales Manager, Hospital Products;
Director, Marketing; Assistant National Sales
Manager, Hospital Products; Two Regional Sales

Supervisors; Twenty Salesmen 25

Engineering: Senior Project Engineer, Product Design 1

Quality Control: Chief Inspector 1

Research and Development: Director 1
Production Control: Manager; Supervisor 2
Other: Industrial Design Consultant —r

Total 36

VIII. Suppliexs' Perceptions of Purchése Decision

The representative of the company which was chosen to supply the
plastic laminate sald that he had most contact with the Buyer at the purchaser
company., Askad who he thought took part in the decision to buy a plastic
laninate, he mentioned the Buyer, Purchasing Department; the Sales Manager
for Rospital Products; and the Vice President of Marketing (now Executive
Vice President). He did not mention others in the company, including those
in Manufacturing and Engineering who had a part in the decision to buy the
plastic laminate.

The representative of the company which got the job of applying
the plastic laminate to the steel cabinet said that he had most contact
with the Buyer and with the Director of Purchases concerning this purchase.
Regarding those at the purchaser company involved in the decision to buy
this service at this time, he mentioned the Buyer and the "engineering
staff," saying that he didn't know who among the latter were involved.

He thought that 1t was the Buyer who decided to buy this service from his
company rather than from some other company. In fact, the Buyer appeared
to have had the primary role in the choice of this second of two suppliers
involved in the purchase.
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Purchase Decision Study
Survey Research Center
University of Michigan

6. CASE STUDY: DECISION TO PURCHASE AUTO PART MADE OF ZINC RATHER THAN
ALUMINUM

I. Purchaser

The purchaser is a division of a large nation-wide corporation
which manufactures many different products, including automotive parts,
electrical equipment, motors, and machinery. The division which wmade
this purchase produces automotive parts and has many plants throughout

the country. This purchase was made for plants which manufacture shock
absorbers.,

Each corporate Group (consisting of several divisfons) is largely
autonomous in its purchasing with the exception of a few cases where
national contracts are developed. The '"Group" Purchasing Department
is responsible for coordinating the purchase functions of plants within the
division,

The division offices are in a midwestern city. Of the two plants
manufacturing shock absorbers referred to in the study, one {s {n the
south and the second is in a midwestern city other than the city in
which corporate and divisional headquarters are located.

1I, The Product Obtained

The product purchased is a '"heat diffusing' sleeve, a one and
one-half inch long strip of zinc which is attached to the middle
of an automobile shock absorber produced by the company. The sleeve
is advertised as diffusing the heat generated by the shock absorber while
the car is in motion. Before this type of heat diffusing sleeve was
purchased, another similar one, made of aluminum, was used. However,
aluminum was difficult to process in the dies, did not last as long as
zinc, and was difficult to procure.

*Interviewing for this study was done by the National Opinion Research
Center, University of Chicago. Five persons in the company who are
starred in the communica tions ¢ agram below, as well as a supplier
representative, were interviewed in January, 1967; those in the southern
plant and the supplier representative were interviewed in April, 1967.
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111, How Need For Getting The Froduct Came Up

The need for a change in the aluminum heat diffusing sleeve was
brought to the attention of the purchaser company in April, 1966 by one
of its customers, This customer company buys the shock absorbers which
the purchaser company manufactures and sells them on the retail market. An
Account Executive in the Sales Pepartment was contacted by the customer
about an "undesirable condition® in the heat diffusing sleeves of the shock
absorbers provided to them, (From other information obtained, this defect
appears to have been a lack of durability.)

The Account Executive, Sales, then spoke to the Operations Manager
vho is the head of the southern plant where the shock absorbers are manu-
factured. He (the Operations Hanager), in turn, spoke to the Director of
Purchasing, Automotive Group, about the defective heat diffusing sleeves.

At approximately the same time (April, 1966) the Manager of the
Quality Control Department in the shock absorber plant was approached by
several of his inspectors who complained that work was slowing down be=
cause of fracturing in the heat diffusing sleeves, The Purchasing Manager
of the shock absorber division was also informed by '"the people in the
plant" of the need for a change in the present heat diffusing sleeves.
{The Purchasing Manager could name no specific individuals who so informed
him, but elsewhere mentions contact with the Operations Manager and with
the Buyer at this plant.)

The Manager, Quality Control Department, in the southern plant then
consulted with the Product Engineer and with the Pesident Engineer (from
the division's Engineering Department) about the fracturing of the alumi-
num heat diffusing sleeves due to the inflexibility of the metal. He
also spoke with a Buyer from the division=-level purchasing offices about
this problem.

Meanwhile, the Director of Purchasing for the Automotive Group, who
had been concerned about the problem of getting sufficient aluminum,
checked with the Engineering Department® of the shock absorbér’division

*He didn't remember specifically with whom.
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and with their two current supplicrs of heat diffusing sleeves about obtain-
ing a sufficient supply of aluminum, Apparently, he was unable to cbtain
sufficient reassurance on this point from the suppliers, According to

the Manager of Quality Control, the suppliers were also asked if they could
make the sleeves out of something other than aluminunm.

IV, Deciding to Switch To Zinc .

After the problems with the aluminum sleeve had come to the fore, the
Director of Purchasing, Autcomotive Grouo, arranged a meeting attended by
the President of the shock absorber division, by the Account Executive
who handles the shock-absorber account, and by a representative of the
customer company. The meeting was held in the midwest city where a second
shock absorber plant of the division is located.

Discussed at the meeting were the drawbacks involved in using alumi-
num as the material in heat diffusing sleeves: i,e., that aluminum was dif-
ficult to process in the dies, was unable to be easily obtained, and that it
often fractured either during or some time after the manufacturing process.
The Director of Purchasing, Automotive Group, suggested that another material,
such as zinc, be used.

In the discussion that followed, some differences of opinion arose,
Three specific things were questioned, the Director of Purchasing recalled,
First, would "the alternate material have the same physical potential for
the purpose intended?" Secondly, would the southern plant have “the ability
to use the part satisfactorily in the production line?" TFinally, would
the zinc have an unattractive appearance if it were stored for any length
of time? ‘

At the request of the Director of Purchasing, the Assistant Director
of Engineering and several engineers in the division's Engineering Depart-
ment made sample heat diffusing sleeves out of zinc. These were tested
by several others in the engineering laboratory. The Director of Purchasing
then consulted with the Manager of Facilities and Equipment Control). (divi-
sion level) about whether or not the casting dies could be coaverted if
the switch to zinc were made.

The tests results were favorable, and, apparently, converting the dies
would present no problem. As the Director of FPurchasing put it, "the
Engineering Department assured me that the new material would be adequate.
1 had the new product plated for appearance." With the approval of the
representative from the customer company, the Director of Purchasing made
the decision to switch from aluminum to zinc as the material for the heat
diffusing sleeves.

Q . E;(;
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V. Selecting A Specific Type Of Product And A Supplier )

A Buyer, a Purchasing Agent, an Assistant Plant lfanager (all three
from the midwestern shock absorber plant), a Senior Buyer (from tie south-
ern shock absorber plant}, and a Buyer (from the division's Purchasing
offices), all investigated approximately six different suppliers in order
to determine if any could provide an adequate supply of zinc,heat diffus-
ing sleeves and also whether or not the actual part would be satisfactory.
The information gathered by these investigations was then given to the
Purchasing Manager of the division. He, in turn, spoke to the Director of
Purchasing, the Director of Manufacturing of the divisiocn, and also to the
Operation Manager who is head of the southern shock absorber plant. It
became the Operation Manager's job to try out the different heat diffusing
sleeves to determine which would be the best one, Working under him were
the Manager of Quality Ccatrol who was in contact with the Quality Control
people from the supplier and who had to insure the "dimensions, quality,
and appearance of the part. It had to be exact to the drawings made for
it." The divisional Purchasing Manager, who made several trips out to
the suppliers under consideration, was also in "continual telephone and
letter communication with [the supplier finally chosen], working out tool-
ing arrangements, transfer of tooling, delivery schedules, and securing
approval for sample parts," Also in contact with this supplier finally
chosen was the Director of Purchasing.

In making the selection of the supplier, the Director of Purchasing
utilized the information gathered by those mentioned above and then went
on into the final stages of the decision. He spoke with people in the
Division's Engineering Department, with the Accountant Executive who han-
dles the account with the customer company, with the Cperations Manager
of the southern plant, with the President of the division, and with a rep-
resentative from the customer company. Since there were no objections
made to the choice, the Director of Purchasing, with the agreement of .
the division Purchasing Hanager, chose the supplier which had, in the
latter's words, the best "quality, price, capacity, ability, and delivery."
The Finance Committee® approved the expenditure. A purchase order was
signed July 5§, 1966, and the first heat diffusing sleeves were delivered
August 15, 1966.

VI, Sources Of Information About Product And Suppliers
Asked about the ways in which they got information about the product

*Made up of two corporate controllers and the President of Division,
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or about suppliers of it, those interviewed pave the folleving responses:

The Director of Purchasinp, Automotive Group, mentions the Division's
Engineering Department and the ''sample varts made from new material" (i.e.,
the sample heat diffusing sleeves made of zinc)} as his sources of informa-
tion about the product. He considered his most valuable information to be
that concerning 'the supplier's ability to get the part plated and the
economics of it,"

The Purchasing #danager of the Shock-Absorber Division mentioned his
visits to the suppliers; his contacts with suppliers by letter and phoue;
and information provided him by a Buyer, a Purchasing Agent, and Assistant
Plant Manager (all three from midwestern plant) and a Senior Buyer (from
the shock absorber plant in the south), as his sources of information, Of
these, he considered the Assistant Plant Manager to have been the most im-
portan* source,

The Operation llanager (head of the southern shock absorber plant)
said he received his information from the Director of Purchasing who told
him about "price, tooling modifications, time required for such modifica-
tions, and the improvement in quality [in the zinc sleeve]." He said he
had "no other" source of information,

The Manager of Quality Control (southern shcck absorber nlant) alsn
said that his "only source" of information came from the Automotive Group
Purchasing Offices, '"They .went to the vendors 2and asked if they could
make the sleeve out of some other material," he said.

The Hanager, Facilities and Equipment Control (Division) said that
his source of information was 'my own knowledre...l have dealt with dies
and tools all my life."

All five men interviewed said, in answer to specific probes, that
they did not get any information from people outside the company (other
than suppliers) and that they did not see any relevent articles or adver-
tisements in any publications.,

VII. Satisfaction With Purchase Decision

All five persons interviewed at the purchaser company said that they
had been "complevely satisfied" with the decision at the time it was made.
Three said, in essence, "It solved our problem." Cne remarked, "It was a
definite savings. Everyone was satisfied,'" and another declared, "y mind
was relieved; we could get out of the delivery problems we had experienced."
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All five respondents sald they would favor making the same purchase
again if given the chance. When asked why, four again referred to their
belief that the problem was solved successfully. The fifth declared,
"We finally have enough parts to use in our plants now. [We have] fewer
problems and are saving money."

VIII.Persons Mentioned As Involved in Purchase
Top Management: Corporate Controllers.(2);:President,
Division 3

Purchasing: Director of Purchases, Automotive Group;
Purchasing Manager, Division; Buyer, Division;
Senior Buyer, Southern Plant; Purchasing Agent,
midwestern Plant; Buyer, midwestern plant 6

Manufacturing and Quality Control: Director of Manufacturing,
Division; Operation Manager, southern plant; Assistant
Plant Manager, midwestern plant} other production and quality
control persons#* 3+

Engineering: Assistant Director of Engineering, Division;
Product Engineer, Division; Resident Engineer from
division at southern plant; ocher engineering personnel® 3+

Sales: Account Executive 1

Other: Manager, Facllities and Equipment Control,
Division; representative, customer company 2

————

Total 18+

*Other categories ~f people mentioned, whose numbers were unspecified,
include: a) several other engineers in Engineering Department, Division;
b) several persons in Engineering Laboratory, Division; c¢) inspectors
at southern plant; d) production employees at southern plant.
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IX. Pattern Of Cormunications Concerning Purchase#®*

bl_; of purch \ Corp
Automotlve Gp+ ) Controllers
T [T (2)
\
/ \ B

Acct Exec, Purch Mgr; ( Pres, ivj [ Asst \ t Dir of Mfg,
Sates Dept, DIv*‘r /¢ . (D”- 5"9.\‘ Div
piv A ~ ,"‘_.-Div N I
Prod Other
Eng Eng
Div Div-

{ Eng Lab
1 Div

> ‘Oper Mgr,\'\.
S. Plant |

Repi\\\
Cust Co )

P ) _—
{Sr Buyer, * Mgr,\ ;Asst Plant Mgr!
[S.Plant ' Qual Cont,{ Mid-W Plant

~

,":'5 Plant*/l

Inspectors, 'Purch Agent,
S Plant ~HMid-W Plant ]

4 "
l_!./ T e /\

Res Eng, - \.J" Prod . / Buyer,
from Div \ (Errployees';_ fid-W Plant
. S, Plant” % S, Plant;

*Persons starred were interviewed,
@ *%Since no organizational charts couid be obtained, the orgsnizational re-

]:KC latlonships shown may not be precisely correct.
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X. Supplier's Perception of Purchase Decision

The representative (Vice President) from the suppliei lists the
corporate Director of Purchasing and the Purchasing Manager of the
divisions as the personswith whom he had most contact, Asked who he
thought tock part in the decision to buy the zinc sleeve, he named
only ‘the corporate Director of Purchasing, He also named the
Director of Purchasing as the one who decided to buy from his company.
(Information from company people indicated that the Director of Pur-
chasing did play a key role in these decisions., They also indicate that
he consulted many others.)

The supplier representative thought that the purchaser company had
learned of his company when “they bought out a company that we were
supplying.”" Finally, he thougnt that the purchaser company bought from
his company because price and "our record of quality and ability to
perform,” He commented also that "It was our recommendation to go to
zinc. It was mutually agreed upon after discussion with (Purchaser) but
I think we suggested or recommended it first,"
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Purchase Decision Study
Survey Research Center*
University of Michigan

7. CASE STUDY: DECISION TO PURCHASE CONVEYOR CROSS-RODS
MADE OF A NEW TYPE OF STEEL

"Y. Purchaser

The purchaser is an engineering plant of a larger company which has
branches throughout the country, This plant operates as a "job shoup" and
makes primarily moving equipment (e.g.,coil conveyers for handling steel in
a steel mill) and processing materials (e.g., machanizing a foundry.) Each
plant of the larger corporation functions independently with respect to pur=-
chases. '

II, The Products Obtained

The products purchased are round bars of a strong steel which come in
nine different diameters andire used as a cross~rod or axle in apron conveyors
being manufactured by the plant. The cross=rods maintain spacing and align~-
ment of double strands of chain, The rods are placed at certain widths, bolt
the chains together, support and separate them, and keep them parallel. Be~
fore the purchase the company used carbon steel and heat-treated it to harden
the ends. However, heat-treating caused warping of the bars and excessive
hardening, thus precluding further work until the bars were straightened.

III, Deciding To Ge!  The Product

The need for stres=proof bars had existed for many years because of the
"extra" heating and straightening operation required with the carbon steel
bars. The Plant Metallurgist discussed this problem with the General Super-
intendentof Manufacturing in early 1965 (as the latter recalled the time.)
The General Superintendent, Manufacturing, in turn discussed the problem with
the top executive of the plant, the General Plant Manager. Both the Metal=
lurgist and the General Plant Manager left the company shortiy after these
conversations, with the Metallurgist not being inmediately replaced.

*Interviewing for this study was conducted by the National Opinion Research
Center, University of Chicago. Interviews were conducted with those persons
who are starred in the comtunications diagram, below, and with a represen=
tative of the supplier company.
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The Purchasing Agent, who happens to have a background in metallurgy,
knew o. this problem. He regularly receives literature from the sales re-
presentative of a particular svpplier, who calls every few weeks, When,
in October 1965, he saw in this literature an announcement of the new type
of steel, he recognized this product as a possible replacement for carbon
steel in the cross-rods.

The Purchasing Agent, who feels that '"this was pretty much wmy baby all
the way," initiated fn November, 1965 a series of discussions which even-
tually included persons in Enginecering. Manufacturing and Accounting, as
well as the General Plant Manager. At a meeting whose participants included
the Superintendent of Industrial Englaeering, the Superintendent of the
Machine Shop and the Purchasing Agent, the possible advantages and dis~
advantages of the new steel were discussed, Engineering was concerned
principally with the strength of the new steel as compared to the carbon
steel, the Machine Shop with whether it would machine as well. It was also
pointed out at this meeting that the Shop would have to ''route it different-
ly'--i,e.,adjust operations for only one step since the heat-treating pro-
cedure would be eliminated by using the new steel. The Superintendent of
the Machine Shop indicated that such a meeting was"a requirement; it's a
combined effort between enginzers, shop, and purchasing.," The Machine Shop
did noc have the right to say '"no" to the idea, but were simply consulted
for opinfons. The actual decision was up to Engineering and Purchasing.

Othér persodnel who discussed the possible use of the new steel for
cross-rods with the Purchasing Agent were a Divisional Products Engineer,
an Industrial Engineer who directs time and motion study in the Machine
Shop, and the Engineering Coordinator, Divisional Engineering. The latter
also discussed the matter with the Superintendent of the Machine Shop and
with the Superintendent of Industrial Engineering. (The Chief Engineer,
Engineering, mentioned by one person as influential in the decision be-
cause "he was looking for a product to do a better job," also appears to
have participated i{n these discussions, though he is not specifically men-
tioned by respondents.)

The Purchasing Agent also consulted with the Chief Inspector of the
Machine Shop, who checks for 'qulafty control" of products, and with the
Supervisor of Standard Costs in the Accounting Department. The Supervisor
of Standard Costs ascertained that the new stael would be cheaper and com-
rmunicated this to the Purchasing Agent. The Chief of Inventory Control also
discussed the matter with the Purchasing Agent, especially with regard to
whether theplant should carry both the new and old types of steel, (The
decision was to carry only the new type.)

The top executive of the plant, the General Plant Manager, also dis-
cussed the matter with the Purchasing Agent, after the latter had sent
copies of the literature on the new steel to him, explaining {ts advan-
tages of reducing costs and of eliminating heat-treating, In addition, the
Gencral Superintendent for Manufac:iuring discussed the possibie use of the
new steel with the Products Enginecer and with the latter's subordinate,
the Design Engincer, who "made drawings" for the new use of the new material.
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There appear to have been no substantial differences of opinion about
the desirability of making the purchase. The Chief of Inventory Control
does note an initial difference of opinion based on the guestion of pos=
sible increase in cost and in inventory. <The question was resolved by de=-
termining that the actual cost increasc of the new stronger steel would be
offset by not having to heat-treat the new product, and by deciding to carry
only the newer bars so that there would be no increases in inventory.

Most respondents fclt that the Purchasing Agent had the greatest in-
fluence on the decision to get this products This influence appeared to
be based on.his knowledge of the product. As the Divisional Products En-
glneer put it, "He had 3 very good grasp of the problem and the costs in-
volved." However, while the Purchasing Agent agreed that he was the single
most influential person 'bacause I have a metallurgical background and they
listen to me pretty well," be also noted that the final decision was up to
Purchasing and Engineering tcgether. The Chief Englneer's influence was
based on the fact that "he was looking for a product to do a better job,"
the General Superintendent of Manufacturing saids The Superintendent of
Industrial Engineering indicated that ""No one had the final say so on it...
All three decisions (Engineering, Purchasing, Manufacturing) were favorable,”

The favorable decisfon was based on the fact that, though the new
better quality steel was more expensive, that Iincrease was offset by elimi-
nation the costs of heating and straightening the cross-rod bars. The save
ings to the company was estimated at about $2,000 for the initial order,
Moreover, production problems caused by the warpage of the previous bars
were eliminated.

Supplier, Only one supplier was considered for this purchase--i.,e., the
one which had given its literature to the Purchasing Agent. The specific
type of steel in question is produced only by this waaufacturer, which has
a patent on the product (which carries & trade name.} However, according
to an informant at the supplier, other manufacturers "have tried to imitate"
this product.

In June, 1966 when the company had run out of a particular diameter
(9/16 inch) cross-bar, the Purchasing Agent wrote to the Order Department
requesting that thiee tons of the new type of bar be or dered in this dia-
meters In August, 1966, corss-rod. bars of 7/8 inch diameter were changed
to the new matertal, In October, 1966, 1 1/2 inch bars were changed. As
stocks of other diameter bars are exhausted, these will also be changed to
the new type of steel,
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VIV.. Sources Of Information About the Product and Suppliers: .

The Purchasing Agent got informaticon about the product from litera-
ture put out by the supplier, and hc felt this literature supplied him with
the information he needed to know that this was the product he was looking
for.

The Divisional Products Engineer was informed about the availability
of the new steecl by the Purchasing Agent, and he verified its hardness and
machineability rating in what he termed his 'Central Steel and Wire Bool)'*
which he thought his most valuable source of information.

The Superintendent of Industrial Engineering was told by the Pur-
chasing Agent about the general properties and machineability of the pro-
duct, and also saw general information about it in a trade magazine (not
specified.) He thought the Purchasing Agent was the most valuable source
of information because "he has all the cuntacts,”

The Superintendent of the Machine Shop got cost and tooling information
from the Purchasing Agent, whem he judged his most valuable source of in-
formation. He commented, "I never knew they did apply (this type of) steel
to cross rods,"

The Chief Shop Inspector said he got information through brochures and
the salesman, He also mentioned having seen an advertisement in Steel ma-
gazine-~which showed "interesting products for probable use in our appli-
cations,"

The Supervisor of Standard Costs, Accounting Department, was consulted
about the product by the Purchasing Agent and he saw information about it
in periodicals sent out by the manufacturer., He thought this literature--
the same that the Purchasing Agent had orginially seen--to be the most
valuable source of information for him.

The Engineering Coordinator was informed about the materials and
specifications of the product by the Puxchasing Agent, whom he deemed his
most valuable source of information since, he said, the Purchasing Agent
had contacted metallurgists at various steel companies.

The Chief of Inventory Control saw the same manufacturer's literature
that the Purchasing Agent had obtailned and also spoke with the supplier
representative,

The General Superintendent of Manufacturing picked up information
through the Plant Metallurgist, and also saw an advertisment {n Mill End
Factory magazine which "mentioned the advantages of the product such as
cost reduction, added strength, and durability." He judged the informi-
tion from the Metallurgist to be most valuable to hiwm.

The Industrial Engineer got information from the Purchasing Agent, and
had no other source.

Q No such title was listed in lilrary sources.
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Summary: Number Of Persons (Of Ten Interviewed) Wwho Got Information From
Following Sources:

Others in company ‘ 8
Persons outside company 1
Saw material from supplier 4
Used standard reference work 1
Saw article or ad in magazine 3

V. Summary Of Persons Mentioned As Involved In Purchase*
Top (Plant) Management: General Plant Manager;
former General Plant Manager 2

Manufacturing: General Superintendent; Super-
intendent, Machirne Shop; Chief Inspector,
Machine Shop; Chief, Inventory Control 4

Engineering: Chief Engineer; Engineering Co-
ordinator; Products Engineer; Design En-

gineer 4
Industrial Enginecring: Superintendent; In-

dustrial Engineer 2
Accounting: Supervisor, Standard Costs 1
Purchasing: Purchasing Agent i

Technical Specialist: Metallurgist

L

Total 15

VI. Satisfaction With Purchase Decision

Respondents were unanimous in saying they had been "completely sa-
tisfied" with the purchase decision at the tiwe it was made and that they
would make the same decision again if the decision were to be made over a-
gain., Reasons given included the fact that the new steel fulfilled the
metallvrgical requirements for elimfnating heating and stratghtening of the
bars, that there was a cost savings involved, and that the purchase simli-
fied storage by reduclag the needed inventory. The process of decision-
making itself was also alluded to by one respondent who said, ''Because we
mutually investigateo it to our satisfaction."

*Also, unspecified number of metallurgists at several steel companies
(consulted by Purchasing Agent, according to Engineering coordinator.)
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VII, Overall Pattern Of Communications*® Conéerning_gurchase**

General} Purchasing ?:‘b\\“‘-u, Metal-

Plant Agent, C [ lurgists,
Manoger Purchasing* ) other
companies

/\ l/
\
General ./ cChief \\‘\\\ jf\\
upetintendent,}{ Inventory
anufacturing* i Control, 6\\\\\
tProductiom
L

/|

Former
General
Plant
Nanaget

-

==

Supervisor,|/ Chief Supt Supt \
Standard JiEnginecr Machine 3 Industrlal A,/ﬁ
Costs Divisional thp* bngineerin =

Accounting Engineering

w\//l

\Metallurglst/ [ Industrial ,’*’_,_p—v—"”—‘.
Inspector Engineer* <

\\\\\5* Products Design
Engineer *} ] Engincer
[/
‘ Supplier* )

*Persons starred wer: interviewed about the purchase,
*%Since no organizational chart was available for this plant, organiza-
tional relationships shown may not be precisely correct,
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VIII. Supplier's Perception Of Purchase Decision

At the supplier company, the sales representative, who was the person
most involved in this purchase, could nct be reached for interviewing. In-
stead, the Sales Correspondent who processed and expedited the order was
interviewed. This rian said that he had had contact with the Purchasing
Agent at the suppli«r company concecning this purcrase:

Asked who he tliought took part in the decision to buy the product, the
Sales Correspondent named the Pyrchasing Agent, adding, "I would assuwe
that he consulted Lheir metallurgict.' He thought that the purchaser com-
pany knew about the suvpplier's products through their sales representative.
"They have been doing business with us for a number of years. Qur salesman
calls on them every'three weeks. He passes out literature and gives a pre-
sentation of our products-=in other words, a 'sales pitch,'"

Asked vwho he thought decided to buy the preauct from his company,
rather from another supplier, the supplier man agaln named the Purchasing
Agent and added, "We have a patent on this product." EKe noted, thrugh,
that "other companies have tried to lmitate our product.”
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Purchase Decision Study
Survey Research Center¥
Univeruity of Michigan

T

8. CASE STUDY: DECISION TO PURCHASE A COOLANT FOR CULTING TOOLS

1. The Purchaser

The purchaser is one of four divisions of a large Midwestern corporation.
The division manufactures a variety of types of presses, including commercial
offset, letterpross. letterset, gravure, and flexographic types, as well as
carton-making equipment. Purchasing is handled by the division itself, ex~
cept for purchases aver $50,000 {capital expenditures) which must be approved
at a corporate level. The Purchasing Department for the division zmploys a
totz2]l of thirteen persons.,

II. The Product Obtained

The product purchased {s a water soluble liquid with a 10% oil base. It
$s used as a cooling agent to extend the life of cutting tools Ln machines
manufacturing printing presses and carcon equipment and to maintain the cor-
rect size of particular tools (i.e., decreasing the amount of expansion).
It is also used to accelerate the grinding and cutting of metals. Before this
product was purchased, another moie expensive caooling agent was used.

:!i A 55 gallon.drum of this product was Initially purchased for testing in
the Machine Shop and a final decisfon concerning whetier or not the company
will convert to using this coolant on a permanent basis has yet to be made.
If the conversion 1is made, the company estimates it would use approximately
10 Jdrums per moath.

JII, How Need for Getting Product Came Up

In January, 1966, a Sales Engineer from a supplier contacted the Super-
intendent of the Machine Shop, He claimed tirat his cooling agent was superior
to others In use and wished to supply some for the company. His offer was not
taken. Then in September, 1966, he contacted a Buyer in Purchasing and wanted
to srrange for a test of his product, comparing it with the one in use by the
company. The Buyer m-ntioned this to the General Foreman of the Machine Shop
who in turn talked to the Turret Lathe Supervisor,slso in the Machine Shop,
Having found some interest in the new product, the Buyer from Purchasing and
the Sales Engineer from the supplier together visited the Machine Shop inabout
Octcber | 1966, to tell people there more about the coolant and to discuss
further the possibility cf a test.

Summary: Persons Involved in Discussion of Need

Purchasing : 1

Production 5

G Total 6

*Interviewing was conducted by the National Opinion Research Center, Inter-
. views were conducted in January 1967 with the persons starred on the communi-
O :ations diagram, below.
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IV. Deciding to Get_a Product in this Catzpory

The Buyer fiom Purchating talked withk the Tool Application Engineer, the
Superintendent, the General Foreman, and the Turret Lathe Supervisor, all of
the Machine Shop, about whether ox not to purchase a small amocunt of the caol-
ing agent for testing. The Turret Lathe Foreman, the Lathe Supervisox, the
Gear Foreuan, and the lilling Foreman yere all consulted and asked abo.:t having
the product put in one of the machine: in each of their raspective areas of
the Machine Shop. Abcut tuwelve to fifteen operators were .also consulted about
putting the product into their machines Lecausesas the General Foreman put it,
"In making a test like this, we have to sell the machinist on tiie fdea cf mak-
ing the change. He hLas to be shown that it's as advantageous to him as it
is to the company."

However, the Tool Applicarvion Engineer and the General Foremcn, both of
the Machine Shop, stated that therc were come differences of opinion about
the desirability of testing a new cooling agent. The Tool Application En-
gineer indicated that health hazards and wachine rusting which might result
from using the new coolant ware ralsed as obiections. TL se objzxctions vere
answcred by getting further facts and a warranty from the manufacturer.
There wece also ohjections ralsed by son: foremen who felt that their cur-
rent cooling agent was a good product. There was, further, the feeling by
some that the factory line supervisors would have extra work running the test,
and that 1if the new product did not prove useful there would be the loss of
the production hours spent {n making the test. :

Although these varions objections were ralsed, general opinion after
discussion within the Maclhine Shop was for waking the tests of the new coolant.
The most impurtant reason behind the decision to test the new cooling agent
was the fact that the cost per gallon was less than the cost of their currzeat
product. It was also tuought that the new product would be move effective.
With regard to the possibitity of greater effectiveness, the Superintendent
of thc Machine Shop commented, '"We are always open for new innovatioas and
new products thai will help our operations.'" ‘fhe Superintendent of the Machine
Shop, with the advice of the Genaral Foreman (also of the Machine Shop),
made the actual decision to test the new cooling agent.The Buyer in Purchas-
ing agreed to tiakec the necessary purchase. At the Buyer's recommendation,
the Director of Purchasing signed the purchase order on November 1, 1966,
and the first shipment of the new cooling sgent wss received the sama month.

, It should be noted that the final decision conceruing whether or not the
company will continue to use this product on a permanent basis has yet tov be
made. However, the cooling agent did achieve very favorable results in most
of the tests conducted, Specifically, it increased the life of the cutting
tools, and 1t 1is less expensive to purchase than the old cooling golution.
The Superintendent and the General Foreman {both ot the Machine Shop) felt
strongly that the company would continue to uge the new coolant. In fact,
the Lathe Foreman, who had kept a weekly record on the use of the new coclant,
was so lmpressed with the product's performance that he spoke to *he Buyer
in Purchasing and placed an order for several additional drums.
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An excep:ilon to the generally favorable test rezults occurred with re-
spect to the automatic turret lathe machires, For these machines, three op-
erators found the new coolant became contaminated with other substances and
also had an odor. Because of these machine operator complaints, wnich were
considered "justifiable'" by the General Poreman, the coolaant is being used
on all machines except the sutomatic turret lathe machines.

Others involved in evaluating the coolant's performance were the Turret
Lathe Supeivisor of the Machine Shop, who supervised the tes: +ith the machine
tools on a Jdaily basis ; two supervisors alsc of the Machine Shop (and not pre-
viously mentioned in this report), who were consulted by the Lathe Foreman ;
and finally the approximately fourteen machine operators who were asked their
opliions of the coolant's performance. Also iavolved Iin discussing the possible
switch to a new coolant were a Gear Forewan, Machine Shop (consulted by the
Tool Application Engineer), and another General Foreman, Machine Shop (who
has not been previously wentioned in this report and who was consulted by
the 3uperintendent of the Machine Shop).

Summery: Persons Involved in Decision to Get Product

Purchasing 2

Production, Supervisory 11

Production, Non-Supexviscory 14
Total 27

v. Choice of Supplier
Suppliers Considered

A numbexr of different suppliers make coolauts of the type purchased.
However, only one supplier was considered--i.e,, the supplier who had con-
tacted the company about its product,

CLont:ets with Successful Suppliers

The Buyer and the Lathe Foreman were the two closest contacts for the
Sales Bugineer from the supplier, according to his own raport. The supplier
representative indicates that he spent about an equal amount of time with
each. The supplier representative also had early contact with the Superin-
tendent of the Machine Shop.

VI, Sources of Information abecut Product

Asked about ways in which they obtalned information sbout coolants or
about suppliers of this kind of product, the people involved in this pur-
chase fndicated very limited outside sources of information. The Buyer,
Purchasing Department, mentiined getting tnformation only fromthe one¢ sup-
plier who contacted him and who explained in detail the advantages of using
his product. The Superintendent of the Machine Shop had also been contacted
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earlier by this supplicr. Others in the Machine Shop (the General Foreman,
the Lathe Foreman, the Tool Application Engineer, the Turret Lsthe Foreman),
as well as the Director of Purchasing all learned about this new coolant from
the Buyer. Several Machine Shop supervisors {the Turcet Lathe Super visor,
the General Foreman, and the Lathe Foreman) felt that their most valuable
source of information was the actual vesults of testing the new product.
Neither those in Purchasing nor those in production appeared to have obtained
information about otlier coolants or other suppliers of coolants.,

VII, Satisfaction with the Purchase Decision

Asked about their satisfaction with the decision at the time it was made,
one man (in the'Machine Shop) said that he had been ''not too satisfied"
while three said they had been '"fairly satisfieu” amd two were '"completely
satisfied.'" The man who was not too satisfied with the decision felt that
ti.z product which the company was currently using was satisfactory., Of
those who were only fairly satisfied with the decision, one stated that bde-
cause the new coolant works only on certain machines, it is not comnletely
acceptable to him. The other two felt that since the new product was being
tested on a trial basis, they could only be completely satisfied with it
when the tests were finished. Finally, the thvee who stated they were com-
pletely satisfied cited the way in which the test was set up (i{.e., how the
men who are using the coolant were persuaded to try it), and one or the specific
features of the coolant (i.e,, that chips no longer stick to the machines the

F“) coolant is used {n}) to indicate why they felt this way.

Asked whether "1if this decision could be made over again now' they would
be in favor of making the same purchase, oaly the Machine Shop man,originally
not too satisfied with the decision, indicated reservations about this,
saying he was not sure. He said this was because the product was sti ll being
tested. All others answering this question indicated that they would be in
favor of making the same purchase again. Reasons given include the perfor-
maace of the product in the tests, the lower cost of the new coolant, its
effect in producing longer tool life, and its aid In keeping the machines
cleaner., Other reasons given include the desirability of 'keeping abreast
of new improvements in tooling coolants" and’remaining opan for trying new
products.”

Overall Summary_of Persons Znvolved in Any Phase of Purchase

Production, Supervisory 11
Production, Non-Supervisory 14
Purchasing 2

Total 27

VI1I.Supplier's Perception of Purchasc Decision

(‘*) Who Took Part in the Decision to Buy Product in this Catepory
Asked who he thought it was who took part in the decision to buy the new
coolant, the supplier's representative (sales Engincer) mentio..ed the Turret
Lathe Supervisor, the Lathe Foreman, and the General Forcman (all of thz
_I<I(jch1ne Shop) and the Buyer in Purchasing as those involved in deciding to

72




-69-

test the cooling agent. These people were all principals in making the’ de-
cision, although many other people were also involved.

Reasons for Decision to Buy From Particular Supplier

The Sales Engincer from the supplier lists better grinding, better clean-
{ng, better rust protection and a lower purchase price as the reasons why the
purchaser company decided to test his product. His perception corresponds
generally to information given by those at the company.
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Purchase Decision Study
Survey Research Center¥*
University of Michigan

9. GASE STUDY: DECISION TO PURCHASE RUBBER COMPONENT FOR MACHINE PRODUCED

I. Purchaser

The purchaser is one of four divisions of a large midwestern cor=-
poration. This division manufactures a variety of types of printing
presses as well as carton-making equipment. Purchasiong is handled by
the division itself, except for purchases over $50,000 (capital expen-
ditures) which must be approved at a corporate level. The Purchasing
Department for the division employs a total of 13 persons.

II. The Product Obtained

The product purchased is a tire that fits into the grooves on a
"barb drum" in a cutting and creasing machine previously produced by the
company. The tires are now furnished to customers as "repair itemws."
About twelve such tires are used on each machine. As cardboard passes
through the cutter and creaser, the drum turns around, stripping off
the excess material, The tire itself is a means of supporting the card-
board during its passage through the machine., The new tarb drum tires
are made of a synthetic rubber, neoprene, which has a hole in it through
which a cable passes and is cemented in the hole. Immediately prior to
this purchase the tires purchased were made of polyurecthane. Prior to
that the tireSpurchased were made of neoprene--i.e. the same material
now purchased. How2aver, previously the neoprene had been nolded around
the cable rather than being made with a hole for the cable.

*Interviewing for this study was conducted by the Nation Opinion Re-
search Center, University of Chicago. Persons interviewed for this
case were: 1in the Engineering Department, the Chief Engincer and a
Project Leader; in the Manufacturing Department, the Manufacturing
Engireer and the Methods Cler%; and in the Purchasing Department, the
Purchasing Dircctor and the ¢ .sistan: Purchasing Director.
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III. How Need For Getting Product Came Up

Problems with the barb drim tires dated back at least to early
1964. At that time, as the Chief Enginecr, Engineering Department ex~
plained, the company had been using a synthetic rubber (neoprene) tire
which was molded around a wire cable which goes through the center of the
tire. However, the tire being purchased was costly and the qua’ ity was
poor--i.e., the wire cable would not stay in position and often therz
would be air bubbles in the neoprecne. These was also a serious Jdifficulty
with respect to delivery--the supplier often could not supply the tires
when the purchaser needed them, Of the original delivery problem, the
Assistant Purchasing Agent said, "It was strictly a time elemeat that
urged us to pursue other methods of manufactures.” The Assistant Pur~
chasing Agent discussed the problem with the Purchasing Director. Along
with a Project Leader (a Mechanical Engineer) from the Englneering De~
partaent, the Assistant Purchasing Agent also discussed the delivery
problems with the Chief Engineer.

In mid-1964, the company switched to the use of polyurethane for
the barb~drum tires, the switch in materials being accompanied by a
switch in suppliers. Kowever, polysretlhane was also characterized by
quality problemss. This tire, said the Chief Engineer, ''could not hold
its size'" and the air bubbles couldn’t be removed. The Chief Engineer
said also that the Manager of the Large Press Service Department "in-
formed me of tha premature wear of the polyurethane tires."”

IV, Deciding Tc Change Materials

The Chief Engineer who, as he said, is "responsible for the selection
of materials," proposed the possibility of changing from polyurethane to
extruded neoprene--i.,e. neoprene with a hole into which the necessary
cable could be cemented. To eveiuate the feasibility of this approach,
t.ests were made by the foreman of the Heat Treating Department. The pur-
pose of the tests was to see {f a hole could be extruded in the neoprene
and a cable cemented in it,

The Methods Clerk, Manufacturing Engineering Department, and the
Manufacturing Engineer, his superior, were responsible for evaluating
the results of the tests. The Methods Clerk described his role as follows:
"1 had to follow the thing through and decide whether it was feasible to
manufacture it and see that it performed the job it was designed for;
also whether it was economical."” The Manufacturing Englneer clarified the
testing process, explaining, "we reviewed it as to whether we could insert
the cable into the rubber, whether it was practical, It was our respone-
sibility to establish the time required to perfora the operation. That's
our basic function--to provide...m2thods of manuacturing aud tooling and
also establish tire standards for our incentive cystem.,.we determine how
this new material is going to be processed in our plaut, whether we have
the facilities to handle it, and whether it's cheaper to wake or buy."
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goth the HManufacturing Engineer and the tlethods Clerk discussed the
tests with the Chief Engineer, with the Assistant Purchasing Agent, and
with the Foreman of the Heat Treating Department, in whose department
the tests were made. The Methods Clerk stated that the cement for fixing
the cable in the neoprene was toxic and also that it had a tendency to
shrink as the neoprene cured. But, he added, 'after talking it sver we
decided that it was not harmful. We resolved the possibility of shrink-
age just by trying it out."

A number of persons were influential in the decision to switch from
polyurethane to extruded rubber. The Chief Engineer noted his own 1in-
fluence in the process, saying "It was a technical decision," The Pur-
chasing Director also pointed to the Chief Engineer's influence saying,
“Engineering has to approve of all designs and products used." However
the Manufacturing Engilneer noted that although the Chief Engineer had
to accept the design and material "if vwe [Manufacturing Engineering De-
partment] didn't have the facilities or abilities, there could have been
no decision for (the Chief Engineer) to make."

The Manufacturing Engineer thought that the decision ''was a joint

- affailr--me and (Methods Clerk) and (Chief Engineer.)" Several persons also
mentioned the Assistant Purchasing Agent as influential. He himself noted,
"I'm responsible to obtain the product.”" The Project Leader, Engineering
Department, also mentioned the Assistant Purchasing Director as influ-
ential in the decision “because he couldn't buy it as it was designed "=-~=
evidently referring to the original problem of obtaining the molded neo-
prene tires. Approval for the purchase was also obtained from the Pro~
duct Control Supervisor, Manufacturing Department, although the Purchasing
Director indicates that his approval was largely a formality.

V. Selecting A Supplier
Once it was decided to change the material and design of the barb

drum tires from polyurethane to extruded neoprene, three suppliers were
considered. The one finally chosen was selected because, as the As-
sistant Purchasing Agent expressed it, "Thelr quotation indicated they
could furnish the product desired to meet our engineering and delivery re-
quirements at the most economical price. This company met all three re~
quirements-~time, quality, and pcice.”

In selecting this supplier, the Assistant Purchasing Agent spoke to
the Chief Engineer, who had previously determined the specific type of
bardb drum tire needed by the company, and alsc to the Director of Pur-
chasing. Most respondents interviewed felt that it was a combination of
the Assistant Purchasing Agent and the Ch.:f Engineer who had had the
iost influence on selecting the specific supplier, It was the Assistnat
Purchasing Agent who made all the contacts with the supplier's represen-
tative, although the Methods Clerk, Manufacturing Department, did speak
to the supplier representative otice about whether his company could actually
make the specific barb drum tire needed. A purchase order for the tires
for the supplier selected was signed ir March, 1966, subject to approval
on the submission of samples.
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VI. Sources Of Information :

The Chief Engineer said that suppliers were identified for him by
the Purchasing Deparcment but that his decision to switch to extruded
neoprene was based on his own knowledge that the successful supplier man-
ufactures neoprene parts. ''For this particular decision, we ralied on
(Assistant Purchasing Agent) but generally we read a lot of traue journals
and reference material," he said. He mentioned specifically Materials
Engineering,* a "speclalty in Engineering." Asked what source of infor-
mation was most valuable to him, the Chie‘ Engireer named the Assistant
Purchasing Director, saying ''He had the time to find the sources of
supplies for us."

The Assistant Purchasing Director sald that several rubber extruders
were consulted to ''research theilr capabilities' and to get quotations.
He mentioned the salesman from the successful supplier as providing him
with the information that 'they could product the tire to meet our re-
quirements, providing we could accept their standard manufacturing toler-
ances." He also received by mall what he termed an 'unsatisfactory
quotation' from another supplier and got information from the Chief
Engineer who, he sald, suggested possible acceptable design changes. He
felt that his most valuable source of information was the successful

bidder. "They were the only ones who came forth with engineering assis~
tance,' he said.

Other persons involved in the purchase had little in the way of
additional sources of information about the product or suppliers. The
Purchasing Director mentioned the Assistant Purchasing Dirxector, ''work-
ing with the Chief Engineer," as his source of information, saying the
information from Engineering was most valuable because ‘'we have to have
thelr idea of what can be used.”

The Project Leader, Englneering, said he "got all this through (the
Chief Engineer)...He did a -thorough investigation and submitted his find-
ings to me.'" Both the Manufactucing Engineer and the Methods Clerk in=-
dicated that they had relied on the Purchasing Department for !nformation
about the product and suppliers. The Methods Clerk indicated, however,
that he had obtained information from the supplier when they ''came in"

saying, ‘“we had to discuss what limits they could hold in extruding the
shape,"

:rke spondent probably was referring to Materials Handling Engineering.
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VII. Satiqfactlon With Purchase Decision
Of the six respondents interviewed, four said they had been "com—

pletely satisfied,'" one "fairly sat1Qf1ed" and anotaer ''not too satis-
fied" with the purchase decision at the time the decisioa was made. .
Reasons given by those who were completely satisfied include" dissatis-
faction with the previously used polyurethane, the lower price obtained
for new type of barb drum tire, and the ability of the new supplier to
provide tires when needed, The Director of Purchasing commented in ex-
plaining his complete satisfaction, 'I have great faith in the Chief En-
gineer's analysis approach andé decision,"

The two people who were most involved with the decision were some-
what less satisfied with 1t at the time the decision was made. The As-
sistant Purchasing Agent said he had been only fairly satisfied hecause
as he stated, ""any new product must be field-tested to prove its merit.

At this point it is not as yet field-tested to my knowledge.' The Chief
Engineer said he had been "not too satisfied,” and he expressed uncer-
tainty about the structural change in the tire. He felt that the cemented
cable joint might not hold.

However, all respondents indicated that if this decision could be
made over again, they would be in favor of making the same purchase.
Explaining hiis answar on this point, the .Assistant Purchasing Agent said,
""The delivery prospects and price advantages are tremendous." Tne Chief
Engineer noted, "We know of no alternatives at this time."

Summary Of Persons Mentioned As Iavolved In Purchase

Pur~hasing: Director of Puxchasing, Assistant
Purchasing Agent 2

Production: Manufacturing Engineer; Product
Control Supervisor; Methods Clerk; Fore=-

man, Heat-Treating Department 4
Engineering: Chief Engineer; Project Leader 2
Service: Manager, Large Press Service Department 1

Total 9
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VIII, Overall Pattern Of Communication Concerning Purchase
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IX., Supplier's Perception Of Purchase Decision .

The salesman from the supplier company sald that he visits the pur-
chaser company about once a month "becsuse we supply other rubber parts
for the printing press." However, he said that he was contacted by the
purchaser about this particular product. .

He said that he had most contact with the Assistant Purchasing Agent
about the purchase. He thoughtthat it was the Assistant Purchasing Agent
and the Purchasing Director who took part in the decision to buy the pro-
duct at this time; he did not mention persons in other departments who
were involved in the decision.

Asked who it was at the purchaser company who decided to buy the
product from this supplier, he said "i don't know. Possibly (the As-
sistant Purchasing Agent), possibly the Purchasing Director and possibly
the engineers." He attributed the choice of his supplier conpany to
"price, quality, and delivery...since we've done business {[with the pur-
chaser] with extrusions, this was the reason we were contacted."

O
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@ Purchase Decision Study
| Survey Research Center®
University of Michigan

10, CASE STUDY: DECISION TO PURCHASE HYDROCHLORIC ACID FOR
PROCESSING STEEL

I. The Purchaser

The purchaser is a steel company, which produces scteel in a variety of
forms (sheet, strip, and bar) as well as a number of steel products., It had
plants in a number of cities throughout the country. fFhe purchase being studied
here was made for a steel-making works located in t..e same midwestern metro-
‘politan area where corporate headguarters are found.

The covporation has a number of divis ions, some of which cover several
planrs, and each has its own purchasing office., The division purchasing offices
have a loose coordination through a committee which meets several times a year
to exchange information about purchases and suppliers, The plant for which the
purchase studied was made has a purchasing office on its premises.

II. The Purchase Decision
The decision made was to purchase hydrochloric acid, a liquid chemical
ageat, for use in removing "ecale", or iron oxide from hot roll strip steel,
(p\) It 1s veferred to by steel men as a 'pickling agent." Prior to the use of

hydrochloric acid, this work was done with sulphuric acid.

111, How Need Came Up

Another steel company had used hydrochloric acid for this purpose in
what was described by one respondent as ''the first commerclal experiment.” The
Assistant Superintendent of No. 3 Cold Strip Mill said that he ""heard that the
{other) steel company had used it. Then (the Superintendent, No. 3 Cold Strip
Mill) and I asked the (supplier) people to come in and explain it to us;" he
recalled this as occurring in September 1964. The Purchasing Department evi-
dently had the matter brought to its attention by those im the Cold Strip
Mi1ll operation. The Assistant Purchasing Agent said that the possibility of
switching to hydrochloric acld was brought to his attention by the former
Manager of the Cold Strip Mills, who 1is the superior of the superintendents
of several separate mills,

Iv. Deciding to Get Product

There were some questiovr. and differences of opinion which arose con-
cerning the possible use of hydrochloric acid as a substitute for sulphuric
acid in the cold strip wnill operation. There were questions about '"whether
we would get as good a Job from this and also its safety," the Assistant
Superintendent of the Metallurgical Department said. Alsec, ‘'the cost was a
question; at that time hydrochloric was more expensive than sulphuric,"
the Assistant Superintendent, No., 3 Cold Strip Mill, said.

(3‘ *Interviewing was conducted by the National Opinion Research Center. Inter-
views were conducted in May and June 1967 with the Assistant Superintendent
- of No. 3, Cold Strip Hill; with the Assistant Superintendent, Metallurgical
Department; and with the Acsystant Purchasing Agent. (Titles used are those
O at time of the purchase decision.) The supplier representative declined to be
EMC interviewed., 82
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The Superintendent of the Chemical Department investigated to see 1if
the company equipment could use hydrochloric acid and evidently found that it
could. A staff chemist, Chemical Department, aided in this work, aalyzing
material samples.

The Assistant Superintendent of the No. 3 Cold Strip Mill said that
he "recommended (the) trial" of the hydrochloric acid. He had discussed the
matter with the Superintendent of No. 3 Cold Strip Mill. 'There actually
wasn't a nead as such," he said, "but we wanted to try it because we felt it
could do a better job more economically." On October 28, 1964, the Assistant
Superintendent, No. 3 Cold Strip Mill, issued a requisition for a purchase of
348,000 gallons of hydrochloric acid from Supplier A in order to test it as
a substitute for sulphuric acid. (This volume of acid is not considered
large relative to consumption.) The Superintendent of No. 3 Cold Strip Mill
approved this requisition. "An informant -in Purchasing noted that ''Inasmuch
as sulphuric acid is an inventory item, (the requisition) did not require the
number of approvals normally required for this investment'' (about $90,000).
This requisition was sent to Purchasing.

The role of the Purchasing Department was that the Manager of Pur-
chasing and the Assistant Purchasing Agent, in the latter's words 'developed
a contract arrangement with the supplier after we'd met and discussed the
purchase." He ndt ed that they had "a spirited discussion with the supplier
concerning the contract." The Assistant Purchasing Agent said also that he
hed discussed the purchase with the Superintendent of No. 3 Cold Strip Mill,
with the Manager of the Cold Strip Mills, with the Superintendent of the
Chemical Department, with the Assistant Superintendent of the Metallurgical
Department and with "a minimum of twenty-five (others) whose names I can't
(recall).'" A purchase order for the hydrochloric acid was issued by the
Assistant Purchasing Agent on November 3, 1964,

Trial Run. After the first purchase was made, the Assistant Superin-
tendent of No. 3 Cold Strip Mill said, 'we went on a menth trial run to find
out just what {t would cost and we found that the increased productivity and
better product made up for the slight difference in cost. " About twenty-five
awen in the Ne. 3 Cold Strip Mill were involved in some stage of this assess-
ment, in the estimate of the Assistant Purchasing Agent.

The Assistant Superintendent of the Metallurgical Department also
entered the picture in January 1965 (according to his recollection), after
the purchase had been wade, in order to evaluate the performance of the hydro-
chloric acid, and, in the words of the Assistant Superintendent No. 3 Cold
Strip Mill, ''tc be sure the stee! wouldn't be harwed during the trial."

"We were asked {f we would try it and knew it was being used by other steel
companies,' the Assistant Superintendent, Metallurgical, said. 'HWe evaluated
it and found it to be all right.” He noted that he had discussed with the
Superintendent of No. 3 Cold Strip Mill and with the Manager of Cold Strip
Mills the usc of hydrochloric acid in other steel plants. He said too that
his superior, the Manager of Quality Control, also was involved in the evalu-
ation of the results obtained with use of the new acid,

Persons from several other departments vere also involved in evalua~
O A of the switch from sulphuric to hydrochloric acid. A representative from

E119
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Accounting prepared cost figures on the test of the new acid. Five men from
the Engineering Department (a Senior Englneer and four other Engincers) pre=
pared necessary engineering information. The Superintendent of the Inuustrial
Engineering Department provided to the Superintendent of the No. 3 Cold Strip
Mill data prepared by his department concerning productivity using hydro-
chloric versus productivity using sulphuric acid. That a large number of per-
sons were involved in the problem at one time or another is further suggested
by the comment by the Assistant Superintendent, No. 3 Cold Strip Mill, that in
addition to a number of specific persons he named, "I would say another twenty-
five men from various departments whose names I can't even recall (were in-
volved)."

Influence on_Decision. Of all those involved, the greatest influence
on the decision to make the change to hydrochloric acid was, in the judgment
of the Assistant Purchasing Agent, exerted by those in the Cold Stcip Mills.
He named three persons--the Superintendent and Assistant Superintendent of
No. 3 Cold Strip Mill and the Superintendent of No. 2 Cold Strip Mill as
most influential on ~he decision to switch "because they know the operating
procedure and had to use this product." The Assis tant Superintendent, No. 3
Cold strip Mill, named his superior, the Superintendent of No. 3 Mill,as most
influential in this decision 'because he's the department head and he wanted
it." The Assistant Superintendent of the Metallurgical Department emphasized
the role of the Manager of Purchasing, naming him as most influential “because
of the dollar savings that could be made."

Reasong for Decision. As for the basic reasons behind the decision,
the Assistant Superintendent, No. 3 Cold Strip Mill, and the Assistant Pur-
chasing Agent both emphasized the speed of the new process &s most important.
The reason for the decision, the former sald, was ''to try to increase pro-
duction." The latver namad "faster production' as the number one reason, but
also noted the '"lower cost in comparison to the sulphuric method." The
Assir tant Superintendent, Metallurgicel, (who was less involved in the beasic
decision to switch) saw 'the fact that it gave us a cleaner strip" as the
most important reason for the decision; he also noted the lower price and
the incressed productivity.

Hydrochloric acid is now beilng used as & regular “pickling agent" in
several company plants. Additional studies were made following the original
one, using varicus acid inhibitors in conjunction with hydrochloric acid.

Commenting on the purchase decision, the Assistant Purchasing Agent
sald, "I think it's an example of a group working together to effect production
economically and to produce a better product."

V. Choosing a Supplier
Five suppliers of the acid, among them some of the nation's leading

chemical manufacturers, were considered. The Assistant Purchasing Agent, who
said he had the greatest influence fn choosing the supplier, discussed the
choice of the specific product and supplier with the Superintendent of No. 3
Cold Strip Mill, with the Superintendent of the Chemical Department and with
his own superior, the Manager of Purchasing. There were some differences of

| y
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opinion, he said, about the particular grade of hydrochloric acid to purchase.
Some people, he said ''felt that the best grade of hydrochloric acid should be
used...while others thought not." These differcnces were resolved, he said,
through meetings and by the formulation of a specification for the product.

The meetings in question were attended by the Superintendent of No., 3 Coid Strip
Mill, the Superintendent of the Chemical Department and the Assistant Pur-
chasing Agent.

In the course of the deliberations concerninz the purchase, the Assis-
tant Purchasing Agent talked with the President of the successful supplier
(a smaller company than other suppliers considered) and with a supplier sales
representative,. Initial meetings were devoted to a sales presentatfon by
this supplier. Later discussions concerned technical information and the
contract negotiations,

The successful supplier was chosen, the Assistant Purchasing Agent
said, '"because he had the know-how while the others just manufactured the acid--
the working know-how." '

The Assistant Superintendent of No. 3 Cold Strip Mill added that when
the switch from sulphuric to hydrochloric acid was first considered, '"really
there was no choice at that time because (the successful supplier) had the
inhibitor that made it necessary for us to buy from them." The Assistant
Superintendent, No. 3 Mill, said that he talked with the sales representative
and with the Vice-President of the supplier company. 'They gave us informa-
tion on how t5 use hydrochloric and supervised two weeks of its trial," he
said.

V. Sources of Information

Asked about the ways in which he got information about the product or
about suppliers of this product, the Assistant Suparintendent, No. 3 Cold Strip
Mill, sald he had obtained information from the other steel company which
had used this process before and ''then we called (successful supplier) fox
further information..,on prccessing and how it h dped their costs--just
general information on processing, cost, and yield." He said he had not
seen any relevant materials in any publica%ion. He felt that the information
from the supplier was most valuable to him "because they had had the experience
with 1t and had the inhibitor." '

The Assistant Superintendent, Metallurgical Department, said that he
had obteined relevant information "from general conversation with other steel
producers and trade magazines. We heard about its being used in the manu-
facturing of steel." (He caid ke could not recall any specific publications
noting only "I read dnzens of them.'") He said also that he had obtained
information from the Superintendent of No., 3 Cold Strip Mill and from the
Manager of Cold Strip Mills about the use of hydrochloric acid in other steel
plants. Of the various sources of information, he felt that the information
from the other steel producers was moct valuable to him., '"They were already
using it," he noted.




The Assistant Purchasing Agent sald that he had obtained information
"mainly by calling them (the suppliers} in and being honest with them about
ou ¥ needs and the potential of hydrochloric acid. Most of the sulphidc pro-
ducers also produce hydrochloric." From the supplier, he said, he got infor-
mation about the availability of the product and about prices. He felt that
the information from suppliers was most valudble to him "because of their
availability of technical data and background."” The Assistant Purchasing
Agent sald that he did not get information from persons outside the company
(other than from suppliers) or from any publication.

VII. Satisfaction with Purchase Decision

The three men interviewed all saild they had been satisfied with the
purchase decision at the time it was made. The Assistant Furchasing Agent
said he was satisfied because "our tests showed that we could produce the strip
more economically." The Assistant Superintendent, Metallurgical, said
"I knew it worked out all right for other companies so I was sure it would
work out for us.'

All three men sald that, 1f the decision could be made over again, thay
would be in favor of making tbe same choice. The Assistant Superintendent,
No. 3 Cold Strip Mill, said "“it has worked cut very well and since the original
purchase (hydrochloric acid) has dropped in price considerably and it has in-
creased our production, which is what I'm mainly interested in.'" (It may be
noted that since this purchase decision, sulphuric acid has risen considerably
in price while the price of hydrochleric acid has dropped sharply.)

VIIIL. Summary of Persons Mentioned as Involved in Purchase

Production: Former Manager, Cold Strip Mills {retired);
. Manager,Cold Strip Mills; Superintendent, No. 3
Cold Strip Mill; Assistant Superintendent, No. 3
Cold Strip Mill; 25 other men (approximately) in
Ro. 3 Cold Strip Mill; Superintendent, No. 2
Cold Strip Mill 30

Technical
Speclalists: Maager, Quality Control; Assistant Superin-

tendent, Metallurgical Depariment; Superin-
tendent, Chemical Department; Staff Chemist,

Chemical Department [
Enpineering: Senior Engincer; Four Engineers ' 5
Purchasing: Manager of Purchasing; Assistant Purchasing

Agernt 2
Accounting: One Person (Title Unknown) 1
Industrial

f“\ Engineering: Superintendent, Industrial Engincering 1

Other: Persons at other steel companies {specific persons

unspecified); many additional persons involved in
purchase who could not specifically be recalled by

B ‘ respondents -
];Pﬂl(: Total 43+
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Purchase Decision Study

Survey Research Center*
University of Michigan

11,CASE STUDY; DECISION TO BUY A VANADIUM ALLOY FOR MAKING STEEL

I. The Purchaser

The purchaser is a steel company, which produces steel in a variety of
forms (sheet, strip, and bar) as well as a number of steel products. It has
plants in a number of cities throughout the country. The purchase being studied
here was made for a stecel-making works located in the same midwestern metro-
politan area where corporate headquarters are found.

The corporation has a number of divisions, some of which cover several
plant3, and each with its own purchasing office. The division purchasing of-
fices have a loose coordination through a committee which meets several times
a year to exchange information about purchases and suppliers. The plant fer
which the purchase studied was made has its own purchasing office on its
premises.

II. The Product Purchased

The product obtained is a metal alloy composed mainly of vanadium and
also containing carbor, The vanadiun alloy is itself an alloying agent used
as an additive in making high strength steel. It adds to the hardress end
impact strength of the steel. This new alloy is made by only one supplier,
a large company. Previous to the testing of thls vanadium alloy, the primary
alloying agent used was ferro-vanadium.

III. How Need Came Up

The initiative for testing the new vanadium alloy came, respondents all
agreed, from the large supplier company which had developed it~-specifically
from a regional Sales Manager of that supplier company. The Superintendent
of No. 1 Open Hearth said that the supplier ''developed this ne.  product and
brought it to our attention. Actually, there wasn't a need but it was
cheaper..." Respondents agreed that the supplier brought the new product to
their attention in early 1963, with estimates of the date centering around
April 1963, :

Four persons--the Manager of Steel Production; the Superintendent of
No. 1 Open learth; the Assistant to the Purchasing Agent, Purchasing Research;
and the Assistant Superintendent of the Metallurgical Department-~all had
early contact with representatives of the supplier. The fivst three men re-
ported talking with the regional Sales Manager from the supplier. ''He pre-
sented the idea of trying the product to us," the Manager of Steel Production

*Interviewing was conducted by the National Opinion Research Center in May
1967. Those interviewed were the Manager of Steel Production; the Assistant
Superintendent, Metallurgy; the Superintendent of No. 1 Open Hearth; the
Assistant Purchasing Agent; and the Assistant to the Purchasing Agent, Pur-
chasing Research. (Titles are as of time of the purchase.) Also, the re-
glonal Sales Manager of the supplier company was interviewed in July 1967.

ERIC -
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sald. The Assistant Superintendent, Metallurgical, reported similar contacts
with two other supplier representatives--their Manager of Product Development
and their Sales Manager for the particular city. "They both came and pre-
sented the product and asked us to make a study or test of 1it," he said.

Iv. Deciding to Use the New Alloy

Discussion and evaluation concerning use of the new alloy took place
among those in Purchasing, those in Production, and those in the Metallurgical
Department.

The Manager of Steel Production, who has authority over all steel-
making facilities at the plant, has to approve any purchases of this type of
material. He sald he discussed the subject with the Manager of Purchasing and
with the Assistant Superintendent of the Metallurgical Department. The As-
sistant Superintendent, Metallurgical, whose department is responsible for
setting metallurgical standards and setting controls to meet customer standards,
said that''we evaluated th oroduct and decided it was comparable to ferm-
vanadium and found it wortuy." Though the Assistant Superintendent, Metal-
lurgical, appeared to be the person in his department most involved in this
purchase, at least two others in the Metallurgical Department also were in-
volved in the matter- These were a Research Metallurgist, who took part in
discussion of the product and its applications, and the Superintendent of the
Metallurgical Department who had to approve the product. The Assistant
Superintendent, Metallurgical, said that he discussed the matter with the
Manager of Purchasing and with the Superintendent of the No. 1 Open Hearth,

The Superintendent of the No. 1 Open Hearth saild that he is *'respon-
sible for all decisi ns on problems of production of one million tons of
steel a year." His part in the decision, according to the Manager of Steel
Production, involved a judgment ''as to the suitability of the product in his
shop." I said we'd buy 1it,” the No. 1 Open Hearth Superintendent said. He
confirmed that he discussed the matter with the Metallurgical Superintendent
and said this was the only person with whom he discussed the subject.

Role of Purchasing. 1In the Purchasing Department, the Assistant Purchasing
Agent was concerned with the comparison of price between the vanadium product
then being used and the new vanadium alloy as well as with checking "to see

1f it would work as well.” Re saild he discussed the possibility of getting

the new product with both the Superintendent and the Assistant Superintendent

of the No. 2 Open Hearth, with the Assistant Superintendent of the Metallurgical
Department and with "I'd say another six or eight men from those departments.”
(He could not recall the specific other persons with whom he talked.)

Another person involved from the Purchasing Department, the Assistant
to the Purchasing Agent, Purchasing Research, sald that he "was involved
in meetings and discussions on the economic value'" of the product. Re re-
called discussing the possibility of getting the new alloy with the Assis-
tant Superintendent of the Metallurgical Department but could not recall the
names of others with whom he discussed the matter.
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Questions Arising. A number of questions arose in the course of these dis-
cussions about the desirability of switching to the new vanadium alloy. Flrst,
as the Assistant Superintendent, Metallurgical Department,put it, 'there werc
questions of the quality of the product and if it could replace ferro-
vanadium.’” The Superintendent of No. 1 Open ['2arth clarified the nature of
this question, noting "there was ‘some question {f we could handle the high
carbon content-~that is, the debris.”

To answer this question, a requisition for an experimental order of
the new product was prepared on July 3, 1963, signed by the Auxiliary Fore-~
man of No. 1 Open Hearth and approved by the Superintendent of No. 1 Open
Hearth., The Assistunt Superintendent, Metallurgical,explained, ''We ran
a twenty heat test program and found the product to be as good as ferro-
vanadium."

A second question, with which the Purchasing Department was concerned,
had to do with the nature of a contract for the product. ''We were not quite
sure that we should tie ourselves to a long-term contract. We weren't sure
it would worl and we weren't sure it just wasn't an attempt by the supplier
to capture a given market,'" the Assistant Purchasing Agent said. He stated
that this problem was resolved by “'additional meetings with (supplier) and,
as I recall, we signed a one-year contract for a portion of our requirements,
so we didn't have to put all our eggs in one basket." The Assistant Purchasing
Agent sald he talked with the reglonal Sales Manager of the supplier (the man
whio had pushed this product with the purchaser) concerning the negotiation
of the contract and the price,

Reasons for Choice. The lower price of the new alloy, as compared to the price
of the product previously used, was given as the primary reason for the de-
cision to go ahead with this purchase by the Manager of Steel Production and

by the two Purchasing men interviewed (the Assistant Purchasing Agent and the
Assistant to the Purchasing Agent, Purchasing Research). The Manager of

Steel Production, the Assistant to the Purchasing Agent, and the Assistant
Superintendent, Metallurgical, mentioned a relative shortage of ferro-vanadium
as contributing to the decision; the Metallurgical man felt that this shortage
of ferro-vanadium was the primary reason. While differing somewhat from others
in the relative weight he gave to the factors affecting the decisicn, the Assis~
tant Superintendert, Metallurgical, summed up the general rationale for the
decision ir these words: “Ferro-vanadium was in short supply and expensive
and (the new type of) vanadium produced the same results and was plentiful

and less costly."

Influence on Decision. Asked for their judgement about who had the most in-
fluence on the decision to use the new vanadium alloy, the five respondents
differed somewhat in their perspective. Two persons named the Assistant
Superintendent, Metallurgical Department, as most influential on the basis of
his expertise. '"He determines 1{f the product will do & good job," the Assis-
tant Purchasing Agent said. The Manager of Purchasing was named as most
influential by the Assistant to the Purchasing Agent 'because it would save
money for the company,' evidently meaning that the decision was based primarily
on the Purchasing Department's desire to save money.
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The Superintendent of No. 1 Open Hearth felt that he was quite influ-
ential in the decision '"because I had to use it in my Open Hearth." Finally,
the Manager of Steel Production felt that the regional Sales Manager from
the supplier was most influential in the purchaser's decision because 'He
came in and sold us the product, or the idea of trying {t." Vith regard to
events within the company, the Manager of Stecel Production commented,

""Well, f{n a way I made the final agreement to buy but it was a mutual thing
between Purchasing, Quality Control (which includes Metallurgical), and my-
self.” He continued, '""his was a very simple purchase so far as decisions
were concerned. We needed the alloy, we tried it, liked it, and bought; tut
onther purchases often take years for a decision to be made."

Following the initial experimental order, a contract for a much larger
supply of the vanadium alloy, to meet the company's needs for the year 1964,
was signed in November 1963,

V. Sources of Information

The Manager of Steel Production said that he got his most valuable in-
formation from the Assistant Regional Manager of the supplier. "This was
a product that had never been on the market,'" he commented. He also noted
getting Information from the Assistant Superintendent, Metallurgical, concerning
the "suitability of the chemistry" and from the Manager of Purchasing concerning
"price and availability.” He said he did not get any information from people
outside the company and did not see any relevant materfals in any publications.

The Assistant Superintendent, Metallurgical Department, also said that
his most valuable source of information was the supplier company. 'They
hadn't put it on the market when they asked us to try it,” he stated. He
said he did not get any information from people outside the company or from
publications,

The Superintzndent of No. 1 Open Hearth also named the supplier as his

most valuable source of information, He said that the supplier provided infor-
mation “about {ts alloy and vanadium content and also about the differences in
price from that of ferro-vanadium.' He mentioned also '"our tests' as a source
of information. He, too, said he had not gotten information relevant to the
product from people outside the company or from any publication.

The Assistant to the Purchasing Agent, Purchasing Research also men-
tioned the supplier as a source of information but said that his most valuable
source of information was '"our own people who tested the product, because they
proved it in testing." He said he had also obtained information from the
Assistant Superintendent, Metallurgical and from the Assistant Superintendent
of No. 1 Open Hearth "concerning the actions of (the new alloy) in operation."
He did not, he said, get information from anyone outside the company or from
any publication.

The Assistant Purchasing Apent felt that his most valuable source of
information was the supplier and mentioned specifically information about the
price difference. He said also that "we did check (another stesl company)
who had tried (the groduct) in its eariy stage...on how it worked out for them.,"
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He s«id he had talked wi:h "someone in the operating personnel' at the other
stee! company(he couldn': recall who this wis). Like the others, he said
that he did not sce any celevant articles o advertisements in any publica-
tion:.

SUMMIRY: Number of Persons_(of five interviewed) Mentioning the Following
Sources of Information

Supplier 5

Company's Tests of Product 2

Others in Company 2

Person Outsi:e Company 1
VI, Satisfaction with Purchase Decision

All five men interviewed said that they had been completely satisfied
with the purchase decision at the time it wzs made., The satisfactory test
results, the price, and the satisfactory contract.were ail mentioned as rea-
sons for satisfaction. in addition, the Superintendent of No. 1 Open Hearth
comnented that the supplier "is a reputable firm and I was sure that any
product they developed would be good.'

All five men als) commented that the product had worked out as ex-
pected. '"We found it to bte what we wanted and we have b:en buying it since,”
the /ssistant Superintendent of the Metallurgical Departwent said.

VIiI. Summarv: Personi Mentioned As Invo.ved In Purchase*

Production: Manager, Steel Produciion; Superintendant, No. 1
Opon Hearth; Assistanc Superintendent, No. 1 Open
Hearth; Auxiliary Gen:ral Foreman, No. 1 Open
Hearth; Superintendent, No., 2 Open Hearth; Assis-
tant Superintendent, No. 2 Open HaaXth. 6

Technical Spe:.iajists (Metallurgical Department): Superintene

dent; Assistant Superintendent; Research Metal-
lurgist, 3

Purchasing: Manager; Assistant Purchasing Agent; Assistant to

Purchasing Agent, Purchasing Research. 3
Other: Operations person at another steel company 1
Total 13

*The Assistant Purchasing Agent and the Assistant to the Purchasing Agent both
could not recall all the persons to whom they spoke and may have spoken to per-
sons other than those listed above.
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VIII. Supplier's Perceptions Conceining Purchase Decision .

The regional Sales Manager of the supplier company, who was the per-
son at his company wost involved in this sale, is a metallurgical engineer and
is responsible for sales in six states. He said that he had most contact at
the purchaser company with the Assistant Superintendent and the Superintendent
of thz Metallurgical Department and with the Superintendent of No. 1 Open
Hearth. Asked with which of these men he had most contact, he answered,

“I think it was a transaction where we saw everyone concerned, one a8 much
as another...I thirk it was a group decision, not any one person."

Asked how he thought the people in the purchaser company knew about his
own company and-Ilts products, he said, "I hope we do a gcod enough job of
keeping our name in front of everyone. On this particulsr item, we went to
them to demonstrate our new alloy." Like those at the purchaser company, the
supplier sales manager indicated that there is no other supplier for this
particular alloy, which has a trade name.

He commented finally, “(Purchaser company) in particular, by their
receptiveness to new ideas, makes us try even harder to come up with new
items that will help them. I guess briefly I could say, with them, cur by-
word is 'Think more,talk less','
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Purchase Decision Study
Survey Research Center*
University of Michigan

12, CASE STUDY: DECISION TO PURCHASE A COPYING MACHINE

I. Purchaser

The purchaser is a subsidiary of a large international corporation
which has several subsidiary divisions with plants in both the U,S. and
Canada. This particular subtsidiary division manufactures steel castings
and forgings in four plants to meet railroad and industrial needs.

The company purchasing department, which employs thirteen persons,
clears all company purchases-=although the aciual decision to make plant
purchases is made by the Works Manager at the plant level. In this case,
the purchase was made at the corporate level for the corporate offices.

II. The Product Obtained

The product, which was leased, is an electric copier of original sheets
of printed paper., It is able to make large quantities of coples in a short
amount of time from the original, without the use of chemicals of any sort,
It can be used to make ''master' sheets, which can then be used on 2 mul~
tilith machine, which is economical to use when making more than approxi-
mately 100 copies. Additional features can be added to the unit, such as
a collating unit and & larger-image area, when needed. Previous to the ren-
tal of this machine, a different model copier of the same make was used,
along with a wimeo machine and a two-step-process photocopier (a negative,
then a positive copy had to be made).

IIE, How Need For Getting Product Came Up

Discussion of the need for a new copying machine occurved in ap-
proximately January of 1966. The copler then being used was not doing
an efficfent job. Often several clear copies of originals were needed,
which the old unit could not do quickly. The photocopier was exrensive
and involved to operate. It raquired mixing solutions, a dryer, and sinks.
A further disadvantage of the photocoplers was that coded paper {paper
treated with zinc oxide) had to be used, and while this gave a fairly sa=-
tisfactory-looking copy, the paper disintegrated after a few years, which
made 1t very unsatisfactory for record-keeping purposes over a long period
of time.

* Interviewing for this study was conducted by the National Opinion
Research Center
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The Assistant Director of Purchasing, who was in charge of seeing that
the Print Shop ran efficiently, instigated thc discussion of the need for a
new copler. He discussed the matter with the Director of Purchasing, who
subsequently discussed the need with the Print Shop Operator, who also
talked with the ex-Purchasing Director (who was about to retire but remained
on in an advisory capacity until the new Purchasing Director was sufficiently
trained) about the need for a new copying machine.

IVe. Deciding To Get A New Copler

Iv was the responsibility of the Assistant Director of Purchasing to
find out which copying unit would best accomplish the desired objectives:
to speed up the copymaking and to provide a backup operation for the mul-
tilith when the multilith was not in operation. Both he and the Print Shop
Operator said that there had been differences of opinion, largely over the
issue of whether the company made enough copies to justify the expense of
obtalning a new unit, The Assistant Director also mentioned that there
had been doubt as to whether the new copying unit under -onsideration could
perform all of the functions desired by the company, such as making masters

The matter was resolved by getting more factual information. The
Assistant Director of Yurchasing requested that the supplier being most
serilously considered install a mode analyzer, which measured how many
copies were run off per month and what the unit cost to the company was
for usinrg thelr old copler. This cost was then compared to the cost of
the same number of coples using the supplier's new model unit, It was
demonstrated to the Director of Purchasing, whose decision it was to make,
that the installation of the new unit would offer the company significant
yearly savings. The Print Shop Operator, the Assistant birector of Pur~
chasing, and the Director of Purchasing were satisfied, after seeing the
nodel in operation, that it could produce clear copies in large quantities
in a short amount of time, would be a savings in time to company personnel,
could be utilized to produce masters, could collate, could make larger
images when necessary, and that the new model unit was in general much
easler to operate than other units then in use at the company.

The Assistant Director of Purchasing felt that he had had the most
influence on the decision to get a new copler, because I knew the ~=ed,
{and] I developed the information regarding types of units availablc.

The Director of Puichasing agreed that the Assistant Director of Purchasing
had had the most iniluence on the decision to get the new machine, saying,
"One of his jobs is to keep the Print Shop Operating.” The Print Shop Op=
erator, however, felt that no one person had the most influence on this
declsion. "Everybody in Purchasing was pushing for it," he said.

The key reason behind the decision, respuadents zgreed, was the time
savings involved. As the Purchasing Dircctor put it, "The time element
is most important. It is intangible but we used to have sometimes vp to
ten people waiting to use the [0l1d machine]." The decision to replace
the old nmachine was approved by the Vice-President for Manufacturing when
the requisition recachied him in June, 1966,
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V. Selecting A Specific Type Of Machine And A Supplier

Seven suppliers were mentioned as having been thought of initially, .
but only three were considered at all seriously. The supplier considered
most seriously was the one from which the company leased its previous
machine,

The first, informal contact that the three men in the Purchasing De-
partment had with suppliers was in the course of attending several trade
shows at which many suppliers displayed and demonstrated several different
types of office equipment, including copiers. They also saw demonstrations
of the various copiers at the suppliers' offices and requested demonstrations
of the several models under consideration by three suppliers in the com-
pany's offices,

A major reason for the chnice of th: particular supplier chosen, as
described Ly the Assistant Director of Purchasing, was the ease with which
the leasing agreement could be terminated. Moreover, according to the
Print Shop Operator, 'Once we got [this brand] there was no changing to
a different brand; everybody was used to it and liked the copies."

The Print Shop Operator, the Assistant Director of Purchasing, and
the Director of Purchasing, all had contact with the sales representatives
of the successful supplier. The Print Shop Operator sat in on conversa=-
tions between the supplier representativk and the Purchasing men and asked
questions about the supplier's new machinery. The Director of Purchasing
mentioned that the local salesman involved was a man who called on the com-
pany's offices regularly.

On the basis of his familiarity with copying machines, and of his dis-
cussion of the merits of various machines with the ex-Director of Purchasing,
the Print Shop Operator recommended a particular model copier to the As-
sistant Director of Purchasing. The Assistant Director of Purchasing
discussed the Print Shop Operator's recommendation with the ex-Purchasing
Director and subsequently recommended to the Director of Purchasing that
the older model copying unit in the Print Shop be exchanged for the newer
model recommended by the Print Shop Operator.

There were no differences ot opinion reported in the matter of choosing
4 particular model copier from a particular supplier. The Assistant Dire
ector had the most influence on the decision to obtain this particular
wodel from this supplier. The Director said of the model chusen, "It's
what he wanted," and the Assistant Director said, "It was my problem to

solve, his decision (the Purchasing Director's) was based primarily on my
recormendation."

The Director of Purchasing had the final say on the choice of the
particular type of copier, "I made the decision to get this lmodel),"
he said. To help decide on the selection of a particular wodel, he said
that "we took our masters to a company in the same building [as the pur-
chaser company] which had this model and ran masters," The results were
evidently quite satisfactory.
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The particular model copier was chosen, according to the Assistant’
Director of Furchasing, because of "the versatility, the speed of the
unit, {lower] copy costs, and the potential advantage of adding acces=
sories to muie the model even more versatile." Another factor mentioned
by the Director of Purchasing which irfluenced the selection of this model
was the ability of the copying unit to pick up colors, especially blue, the
most difficult color to pick up on a copier. This supplier’s units did a
better job in all agpects than those of any other supplier, he believed.
He added that the model chosen was a dry process machine, which meant that
it was much easler to operate and that it was faster than ahy other unit
or process that the company had been using.

A requisition for leasing a new copier was prepared on June 7, 1966
and signed by the Assistant Divector of Purchasing, the Director of Pur-
chasing, and the Vice-President for Manufacturing. A purchase order,
signed by the former two (the Purchasing men) was issued on July 25, 1566,

VI. Sources Of Information About Product And Suppliers

The Print Shop Operator went to numerous trade shows with the Assistant
Dixector of Purchasing and the Director of Purchasing and saw several types
of copying units demonstrated by several suppliers. He saw an advertisement
by the successful supplier in Fortune magazine, which explained the entire
copying process, the cost of the copier, and that the unit was available
for either purchase or rental. He alsn saw television advertisements
which demonstrated what a particular supplier's copiers could do, with
emphasis on the simplicity of operation. 'They showed a monkey making
copies,”" he said. The Print Shop Operator said that the Purchasing De~
partment had contacted the sales representative of the successful supplier
to request a proposal with regard to what this particular model could do,
its value to the company in terms of cost savings, speed of reproduction,
and clarity of coples, Overall, he felt that thc sales representative of
the suppliers were his most valuable source of information, because, as
he gtated, "When you get a human being in front of you, you can pitch
questions at him and you get a 'yes' or 'nat."

The Assistant Directox of Purchasing safd that their initial know-
ledge of the supplier was due to the fact that they had another, less
specfalized model of the same brand from {the same supplier), and knew its
capabilities. He also mentioned the trade shows that he and the Print Shop
Operator and the Director of Purchasing attended as an {wportant source of
information, in that they looked at many types of copiers, then "selected
those that had possibilities for our own use.'" A third source of {informa-
tion about suppliers was advertisements and articles about copying wachines
in various ''management magazines'. The fourth, and what the Assistant Direc-
tor considered his wost inportant source of information, were the advertise-
ments of one supplier (not the one chosen) because he felt ''they give you
wore factual information in their ads." His second best source, he said,
was the sales representative of the successful supplier, because he showed
the respondent what his company's copying units could do.
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The Director of Purchasing who also attended the trade shows, nen="
tioned that he tested the various types of copying units at the trade shows,
using printed material has had brought with him, to find out which unit did
the best job of copying. He said that he felt these trade shows were his
most valuable source of information because he was able to see the machine
in operation and the end results. Other sources of information included
advertisements in (unspecified) newspapers, magazines, and trade journals,
although he said of these sources, '"Purchasing people are reluctant to
believe everything they read. So we naturally investigate.”"” A third
source of information for him were the supplier's sales representatives
who called on the Purchasing Department.

VII. Satisfaction With Purchase Decision

The Director of Purchasing, the Assistant Director of Purchasing, and
the Print Shop Operator all said that they had been satisfied with the
purchase decision at the tims it was made. The Director of Purchasing said
that the model "has met with complete acceptance by all of our persoanel."
The Assistant Director of Purchasing concurred, saying that "teczuse of the
thoroughness with vhich we investigated th®s, we knew we were on solid
ground with our recommendations, We had pretty well established that we
were going to reduce our costs. We knew we were going to arrive at a
savings,!

All three respondents also said they would favor making the same
decision again, 1f they had it to do over. The Director of Purchasing
noted that, "It will save us $1,000 a year copying costs, plus the saving
made in delays to personnel using this machine, which is going to be sig-
nificant.”

VIII. Summary Cf Persons Involved In Purchase:
Purchasing: Ex~Directcr of Purchasing, Director
of Purchasing, Assistant Director of Pur-

chasing 3

Top Management: Vice~President of Manufacturing 1
Services: Print Shop Operator L
Total 5

* Also contact was presumably made with persons at other company on
whose machine trial masters were run.
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IX. Pattern Of Communications Concerning Purchase Decision

L,Vice President, Manufacturing]

| Ex=Director of PUrchasing.f<%___._.{rDirector of Purchasing|
. K

L\

\
/”/ Assistant Director of Pugchasing

_ I 7

I Suppliers l é:’E’ —> | _Print Shop Operator'

!

Other Company in
Same Building

X. Supplier's Perception Of The Purchase Decision
The supplier representative said that he had contact with the Assistant

Director of Purchasing and with the Director of Purchasing, especially with
the former, concerning this rental, He said that these two men took part in
the decision to obtain a new copying machine. With regard to the role of the
Print Shop Operator in this decision, the supplier came to the conclusion that
he was initially opposed to the rental of the new model copier., 'However,"
sald the supplier representative, "when I showed him how the [new model copier’
would help him run his department more efficiently, he felt that this equip-
ment would {be a good thing.]" (There is no indication of such initial re=-
sistance from the Print Shop Operator by the three company respondents inter~
viewed.) The supplier representative said that when he saw the need for in-
creased speed in the reproduction of documents by the purchaser, he 'got a-
hold of the [Director of Purchasing) and the [Ascistant Director of Purchasing],
and gave them a demonstration and...wrote a proposal." (The Print Shop Op~
erator said that the Purchasing Department had contacted the supplier's sales
representative to request a proposal, rather than the reverse, i.e., that

the supplier was the initlator of his dealings with the purcliaser company,)

The supplier representative believed that the Assistant Director of Purchase
ing was the decision-maker with regard to choice of supplier, which corres=
sponds to the information given by company persons concerning the key role

of the Assistant Director in thils choice. The supplier representative also
sald that he thought the purchaser obtained the copying unit from his com-~

pany becaure they had received excellent service in the past and because the
purchaser could fulfill its nceds without having to make a capital investment
or expenditure.
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Purchase Decision Study
Survey Research Center* -
University of Michigan

13, CASE STUDY: DECISION TO LEASE A COPYING MACHINEX*

I. PRurchaser

The puxchaser is a mid-western-based corporation with several company
divisions, most of them in the middle west., It prepares and packages foods.
The bulk of its sales is in dairy products, both fluid and non-fluid, Pur-
chasing 1s done both at a corporation and divisional level. Some divisions
of the corporation have no separate office for purchasing and in such cases
the Divisional Managers are responsible for purchasing. Centralized pur~
chasing is done for services; for durable goods such as vehicles and packag-
ing materials, common to all divisions; and for durable goods which, though
not common for all divisions, are expensive. The corporate purchasing func=
tion 1s handled by one man, the Director of Purchasing, but persons employed
in other capacities assist him for particular purchases about which they sre
knowledgeable, The purchase being studied was made for the division of the
company which 18 located in the same city as the corporate offices.

II. The Product Obtained

The product leased was a copying machine which can make a copy of any
document, letter or form on ordinary bond paper. It is used mainly for
monthly financial and cost statements and to duplicate items where only a
small number of copies are required. In the past, this work was done by a
machine of another wnake which performed the job less efficiently and at
greater cost.

III. How Need For Getting Product Came Up

The Comptroller, who also cerves as Office Manager and supervises all
office ard accounting personnel, first recognized the need for a new copy-
ing machine in 1965 (he did not recall the month). He stated that "due to
the volume of work, we had 2 lot of problems" and that confronted with this
volume "you search for a faster method.'" He informed the corporate Direc=
tor of Purchasing of the need, and they both discussed the problem with the
General Manager of the division which uses the machine (physically located
adjacent to the corporate offices.) The Comptroller also spoke with Vice-
President-Treasurer about the need.

*Interviewing for this study was conducted by the National Opinion Re-
search Center, University of Chicago.

**For this case, it was not possible to obtain an interview with the
supplier salesman involved. At the purchaser company, only the two key
persons~-~the Director of Purchasing and the Comptroller--could be inter-
viewed.

ERIC 101

Aruitoxt provided by Eic:



-G08~

IV. DNeciding To Get A New Copying Machine

The decision to get a new copying mechine was made mainly by the Comp-
troller and by the Purchasing Director. The Comptroller saild that "It was
wy idea to get a copying machine. I'm considered responsible to cecide
whether we need a new copying machine." He discussed the need for getting
the product with the Vice-President-Treasurer, with the General Manager of
the division which used the machine (in the same city as the corporate of-
fices) and with the Director of Purchasing. The Director of Purchasing in-
dicated that he also had a large role in deciding to get a new machine
saying, "I carried the responsibility for the analysis and decision." He
said he discussed the possible need for getting a new machine with the Comp-
troller and briefly with the General Mandager of the concerned division.

When the subject was first discussed, there were some differences of
opinion about the desireability of getting a new machine. The Director of
Purchasing stated that "We thought we might be able to accommodate ourselves
to [our] present piece of equipment." The Comptroller said that ''the dif-
ferences were only about timing, when we should get the copying machine,
due to capital budget matters." However, he sald, these differences were
quickly resolved when, ''due to the volume, the (present) machine over=
heated, and we ware forced into action,'

The wachine was leased rathier than purchased, the Director of Pur-
chasing said because, in his opinion the manufacturers purposely make the
purchase price so high that it is undesirable to purchase. The supplier
wants to sell supplies and services, he sald, and ''doasrn't want to tarnish
its reputation with people who don't. know how to maintain the equipment,'

V. Selection Of The Supplier

Five suppliers of copylng machines were considered. ''We compared the
cost of each of the different types of machines, the ability of the machine
to do the job we needed, the reputation of the firam in rendering repair
service," the Comptroller said. The Comptroller and the Purchasing Direc-
tor discuessed the choice of a particular machine between themselves and
the Director of Purchasing talked with the General Manager of the concerned
division. The Comptroller also talked with the Assistant Purchasing Agent
and with a wan in each of two other organizations which use a copying machine
made by the successful supplier (see ''sources of information' section).

The main responsibility for selecting a particular type of machine was
that of the Comptroller-Office Manager. ''My judgment was final as to the
particular type," he sald. "It's my Job as office manager. I generally de-
cide what type of office equipment 1s gotten."” Also influential in this
selection was the Dircctor of Purchasing whom the Comptroller consulted
because he "had knowledge of the particular equipment,"
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The main recponsibility :

The Dircector of Purchasing ciipressed the opinion that this wachine
made '"higher quality reproductfons,'" and sald the main reacon it was
chosen was the fact that it operated at louwer cost. He coomented that
"the reputation of the company and the performance of the machine uzre
far wore ioportant than any personal contact with the personncl of the
company. ‘e leased the mackine in cpite of the salesmaon~~he vac & poor
salesman, inesperienced," the Coumptreoller lald cqual emphasis on the cost,
the ability of the machines '"to do the job", and the reputation of the
fira for giving repalr services, ac rcasons for choosing the supplier.

The Director of Purchasing crranged for a sales representative of
one supplier to meet with the Comptroller<Office ifunager and himself.
The Comptxoller stated that "by the tine [we] had practically decided
to go ahead vwith (that supplier), so it was just a wmatter of dlocussing
terms. Also, of course, we were shoim in detail how the machine vorlks,"

A letter of cgreement to leace the copying machine frou the succes-
sful supplier vas drawn up on October 31, 1966. The purchase order was

signed by the Comptroller and by the General Manager of the concermed
division.

Vi. Sources of Information

Ihe Cotmtroller received his information from several soticed.
Salesmen called on him, he received brochures through the riil and he
"read about copying machines in businesc wagazines.'' He said he vaw
thinge about office equipment in The Office; saw business news and ssu
relevant materfal (he eouldn't recall specifically what) in the Journal
of Accounting; vac something “probably an ad, " by the successful supplier in
the Hall strect Journali and sau a commercial by the successful supplier 1
on television. Houaver, he fclt his most valuable source of inforwation
was the "opinfon of people vho hal actually used the equipment.' As
the people .to vhom he was referring, he mentioned the follouing as sources
of information: 1) the Director of Purchasing who, he said, hac¢ arranged for
the purchase of copying equipment on his former fob; 2) the Acaistant
Purchagsing Agent vho, also in a previous job, had as one of hic duties,
operating a machine of this type; 3) the Senior aAccountant of an ace-
counting fiim vhich uses the machine of the tuccessful supplietv cnd vho
"recommended 1t;" 4) an Internal Revenue Agent, whose office uscs the
copying wachine of the successful eupplier.

The Director of Purchasing caid that he got informstion about this
product and supplier from "word of mouth, trade wmagazines, sales repree
gentatives and perzonal experfence. Mith regard to publicztions, e mentioned
speciffcally Busiuess Ueel and the Jall Street Journal, in vhich e said
he saw general srxticles on copyln; machines and advertisements. He felt
thece puslication: werc his wost valuable source of information “lLecause
of their factual content.”

dith vegzid to the "vord of mouth' source of fnformation, he mentioned
"business acyuaintoaces,' explaining that vhile he didn't contact uny
such acquaintonnai concerning this perticular purchase (und coulia't re-
call any specifi: persons) be had in the past talked aboutcuch ‘wtters
C;"h business ccquatntances at ruch pleces as ''lunch and on the jolf

EM ‘rse." .
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VII. Satisfaction With Purchase Decision

Both key respondents said that they were completely satisfied with the
decision at the time i%; was made. The Comptroller-Office Manager said he
had been satisfied beciuse after they had "discussed all the different
things about the machine, we felt it would do the job for us very well;
also (Supplier's) repu:ation is very good." The Director of Purchasing
stated that "the machine sold itself."” He also remarked that the reputa-
tion of the supplier wis good.

Both stated that they would make the same rental if the decision c¢ould
be made over again. The Director of Purchasing felt that "in retrospect,
the analysis was logiciil and the decision valid." The Comptroller-Office
Manager stated that '"s» far the machine has done everything we expected of
it. The maintenznce s:rvice has been satisfactory."

VIII. Summary Of Persois Mentioned As Involved In Purchase
Top Management:; Comptroller-Office Manager; Vice-
President-Trzasurer; General Manager, Division A 3

Purchasing: Director of Purchasing; Assistant Pur-

chasing Agent 2

Others: Senior Accountant, Accounting firm; Inter=
mal Revenue Agent 2
Total 7=

*Also, unspecified number of persons with whom Director of T'urchasing had
spoken in past. Note also that possible other contacts of General Manager,
bivision A, of Vice-President-Treasurer, and of Assistant Purchasing Agent
are undetermined, since it was possible to interview only the two key per-
sons in this purchase case,
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Purchase Deeision Study
Survey Rescarch Center®
University of MNichigan

14, casg STUDY: DECISION TO PURCHASE a PRINIING CALCULATOR

I. Purchaser

The purchaser i o large miduestern-based corporation with plants
in several parto of the country. The coapany does contract printing
for magazines, books, and other publications.

Purchasing is done both at the corporate level and in each of
six divisions. The corporate purchasing office, in addition to handling
corporate purchases, 1is also responsible for many divisional purchases.
All major equipment and material purchases are made by the corporate
purchasing office. The divisions purchase such things as supplies, mairten=
ance materials, and small replacement parts. Within the corporate Purchasing
Department, which employs twenty-eight persons, are five groups, each
responsible for different types of purchasess The group which handles the
purchase studied in this report consists of a Manager, Purchasing Enginecer.
and four Buyers and is responsible for equipment, maintenance and utilities.

I1. The Product Obtained

The product purchased was a printing calculator to be used in the
corporate Accounting Offices. The machine is a ten key calculator that
prints on a tape, so that a permenent rvecord can be kept. The machine
multiplies, divides, adds and subtracts and fs used wostly for preparing
data reports. Before this machine was purchased, the work was done with a
non=printing calculator and an adding wachine.

II1L. How Need For Gettiug Product Came Up
In January, 1966, the Accounting Supervisor brought the need for a

printing calculator to the attention of the Corporate Accountant, his
superior, The need arose because of expansion of the corporation with

a resultant greater volume of work in the Corporate Accounting Departument,
ard also because a machine this department had been using was needed in
another section. The Accounting Supervisor discussed the need with bhis
superior, the Corporate Accountant.

*Interviewing for this study was conducted by the National Opinion Research
Center, Unfiversity of Chicsgo. The Corporate Controller, the Corporate
Accountant, the Manager of Systems and Procedures, and the Purchasing
-Manager were interviewed in April 1967. The Accounting Supervisor, who had
been transferred to another city, and the supplier representative, could
not be reached for interviewing.
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IV. Deciding to Get A New Calculator
The Corporate Accountant, after discussing the matter with the

Accounting Supervisor, agreed that a need did exist and approved a
requisition from the Accounting Supervisor dated March 17, 1966, He
then discussed the matter with the Corporate Controller and sent the
requisition to hims The Corporate Congroller approved the expenditure
aod, he said, "convinced the people up the line of its need." The
"people up the line", whose approval was necessary, were the Senior
Vice-Presideiit aud the President, Though the Corporate Controller
evidently had to Justify the purchase to them, respoudents agreed thzt
the approval of both of these top masagement Tpeople was largely a
formality. Another person who needed to approve the purchase, again
largely as a formality, was the Accountant, Appropriation and Property
Control.

The Purchasing Department had no part in the decision to buy a new
machine. The Purchasing Manager, who handled the purchase, said that he
was nct consulted about the need for getting the product, '"In our
organization, the need is determined by the department itself,'" he said,

Among those who were involved in the decicion to get a new calculator,
there vare no differences of opinion as to the desirability of making a
purchase of this type.

V. Selecting A Supplier
One make of calculator had been used in the company. As the Purchasiug

Manager described the situation,"{Make A) had usually been our standard.
We usually use things that have been standardized throughout the organi~
zation." Responsibility for setting standards rests in large part with
the Manager of Corporate Systems and Procedures, Computer Services, who
described hiusedf as, among other things, 'responsible for setting and
maintaining standards on all equipment in the offices."

Howaver, the Accounting Supervisor pireferred Make B calculator, with
which he had prior experience, According to the Manager of Corporate Systems
and Procedures, the Accounting Supervisor was ''dissatisfied with the speed
of (Make A) and the add bar popped off and (he) felt it was poorly made."
The Accounting Supervisor was, &s the Purchasing Manager put it, "so
determined in his preference that he got {the company) to sway a little
from normal procedure."

The requisiticn initiated by the Accounting Supervisor reached the
Manager of Corporetzs Systems and Procedures, whosc approval of the type
of equipment to be purchased was necessary. 'They couldn't buy it without
ny approval," he said. The Manager of Corporate Systems and Procedures
didn't thiok there was anytbing wrong with the Make A machine and didn't ;
think 1t was necessary to change. Although the Purchasing Manager and o
the Corporate Accountant said that Supplier B's machine "has features
that the others don't have,'" he believed that the Make B machine was no
faster than Make A and that Make A's bar would stay on if veplaced
properly. Morecover, he did not wish to deviate from the standard of
using Make A,
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The problem "went clear up to the Controller," the Purchasing Manager
satd, "The Controller decided to deviate from the usual standard and try
this machine... (he) ruled that the department eould have the final say."
At the request of the Controller, the Manager of Systewms and Procadures
approved the choice of Supplier B, ‘

At the request of the Accounting Department, the Purchasing Manager
has asked Supplier B along with several other suppliers to bring in their
machine for a trial. Both the Purchasing Manager and the Manager of
Systems and Procedures attended a demonstration of the machice. A
purchase order for a calculator from Jupplier B was placed on March 31, 1266,

VI. Sources of Information About Product and Suppliers
When asked how they obtaimed informatfon about the product and
about suppliers, people at the company gave the following fnformation:

The Corporate Accountant stated that he received his information from
the Accounting Supervisor and from the Systems and Procedures Department,
He felt the latter source was most valuable.

The Corporate Controller sald that he obtained all of his information
from the Systems and Procedures lepartment. "I talked with them about
what was avaflable," he said,

The Burchaaing Manager saic. tihat ‘'when you've been in business as
long as we've been, you just know all these suppliers."” He said 'They
all send literature from time to time" and also that 'He hear about
them from pthprs.". .Houever, asked whethar.he had gotoei tonformatied from peo~
Pid« outside the company, not counting suppliers, he said he had not.

The Purchasing Manager said he had gotten information from tne
accounting Supervisor "concerning the performsnce of the machine," He
felt the Accounting Supervisor was his most valuable source of information.
"He knew what it was and had used the machine before," the Purchasing Manager
said.

The Manager of Corporate Systems and PrOcedures, Computer Systems, got
his informatfon from three sources: 'a detailed demonstration of the
machine by the salesman of the company, the opinion of the Accounting
Supervisor and the Buyer's Lab Report. He felt that the most valuable
source for him was the Buyer's Lab Report '"because they can test fn a way
that's impossible for us to do oursaives,"

It may be coted that, of the four persons interviewed, all said that
they had not received 4ny {nformation from persons outside tbe company
and all except the Manager of Systems and Procedures said they had seen
no relevant articles or ads f{n any publication. Unfortunately, the
sources of information of the Accounting Supervisor (who could not be
fnterviewed) are not kncun, with the exception of his reported previous
experience with Supplier B's calculator.
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VII. Satisfaction With Decision

Three of the four people interviewed said they had been comzletely
satisfied with the decision at the time it was made. One said ke was
satisfied brcause he "had faith in the judgment of those who wanted it."
Another stated that he was satisfied because ''Mr,=:=(the Corporate
Accountant) explained why we needed it" and a third man felt that the new
printing calculator "served our needs." However, one man said he had been
ot too satiefied'. because he disagreed with deviating from the
norm =~ i.es,, with buying a make other than uwhat was generally
standard for the company.

Asked whether, 1if the decision could be made over, they would be
in favor of making the same purchase, three of the four answered yes.
One said he would repeat the purchase because "it works and we have no
problems with it," Another stated that "if the (Corporate Accountant)
makes a request for a pacrticular type of machine, it's because he's
sure it will be a big help in his department.” A third said, ''I haven't
had any complaints on the calculator, so no news is good news."
However, the man who had not been too satisfied originally about the
decision said he would not make the same purchase again. His reason was
the same~i.e.,the deviation from the make generally bought by the company,

VILI. Summary of Persons Mentioned As Involved In Purchase Decision

Top Management: President; Senior Vice=President; Corporate

Controller 3
Accounting: Corporate Accountant; Accounting Superxwisor; 3
Accountant, Approp.iation and Property Control
Purchasing: Purchasing Manager | 1
Technical Spectalists: Manager, Systems and Procedures, Computer
Sexvices P
Total 8
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IX. Overall Pattern of Communications Concerning Purchase Decisipa
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Purchase Decision Study
Survey Research Center¥
University of Michigan

15. CASE STUDY: DECISIONS TO PURCHASE A BOOKKEEPING MACHINE
AND A PRINTING CALCULATOR

{

ote: In investigating the decision to purchase a printing calculator for the |

Acoounting Department of this compsny, information concerning both that pur= %

=

‘chuse decision and a decision by essentially the same set of persons to purchas
a bookkeeping machine for the same department was obtained. Data about both
1of these purchases jis therefore presented below.

The Purchaser

The purchaser 1s one division of a large, nation~wide corporation which
manufactures many different products, including automotive parts, electrical
equipment wotors,and machinery, The particular division which made this purchase
produces automotive parts and has many plants throughout the country.

Each division of the corporation is largely autonomous in 1its purchase
ing, with the exception of a few cases where national contracts are developed.
The division Purchacsing Department 1s responsible for co-ordinating the pur=
chase functions of its various plants, and for its own offices.

) Decision to Purchase a Bookkeepipg Machine

A. The Product Obtained

The product 1s a bookkeeping machine used for accruing and paying of
invoices {n the Accounts Payable Section of the Accounting Department, It {8
uged for large orders, to check bills gsent by other cowpanies, An Lnterecoupler
which connects this machine to a key punch was purchased from the same supplier
about a year after the bookkeeping machine was purchased. The inter=coupler
permits the key punch to automatically punch out on cards the inforwation
which the bookkeeping machine produces.

B, How Need Came Up.
The Accounts Payable section had one bookkeeping machine prior to this

purchases Discussfon of the need for another was initiated by the Accounting
Supervisor, who heads this section. He explained, ''Management needed extra
information which we had available, but not in summary=type form. I knew this
because this is my job here. No one needed to tell me we needed it. Manage-
ment asked for information it would take weeks to prepare." He recalled this
problem as having occutred in January 1966. .

*Interviewing was conducted by the National Cpinion Research Center, University
of Chicago. Interviews were conducted with the Accounts Payable Supervisor,
mainly concerning the bookkeeping machine purchase, and with the Assistant
Controller, the Purchasing Agent and the Director of Purchasing, concerning the
printing calculator purchase, in January 1967, Additional intervicws were cone
ducted with the Controller and with a representative of Supplier A in April 1967,
lj}{jkzasentatlve of Supplier B could not be interviewed.
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Ce Deciding to get Product
The Accounting Supervisor discussed the need for an additional book=

keeping machine with his superior, the Assistant Controller, Automotlve Division;
with the Controller of the Automotive Division; and with a Corporate Controller,
There were some differences of opinion about the desirability of making this
purchase, These differences, the Accounting Supervisor said, were hased on

"the cost of the machines=we didn't know how much it would be," The differences
of opinion were resolved, be said, by "mutual agreement that need was more ime
portant than costss.by discussion mostly,"

The person who had the greatest influence on the decision to make the pur=
chase, in the Accounting Supervisor's view, was the Assistant Controller of the
Automotive Divlision. ''It affected the whole Accounting Department, for which
(the Assistant Controller) 1s xesponsible," he s&sid.

Approval for the purchase had to be given by the "Finance Committee,' which
has the fuller title of Executive Committee on Capital Expenditures., This com=
mittee includes the President of the Automotive Division and two Corporate
Controllers.

D, Choosing a Supplierx

Only Supplier A, the same supplier whose equipment the department al=~
ready had, was considered for this purchase, the Accounting Supervisor said.
The Accounting Supervisor said that he had the greatest influence on the choice
of the particular type of machine. "I'm the person that will use ite=my de-
partment, that 1s," he salde He stated that he discussed the choice of the
type of machine only with a man who is an accounting consultant to the company,
working under the Automotive Division Controller,

The Accounting Supervisor listed five reasons for the choice of the par=-
ticular bookkeeping machine. 1) "The ease of training people to use it;"
2) '"Tke satisfactory operation of a machine we had doing a similar job;"
3) "The speed at which it operated;' 4) '(we're) able to check out the out~
put of the machine~~the machine checks itself;" 5) 'Maintenance and repair are
good." Asked which of these reasons was most important, he polnted to the ‘factor
that "we knew 1t would opérdté without problems," He added'later that the "fast
gservice" provided by the supplier was a very ifmportant factor in the choice.

The Accounting Supervisor talked with a salesman at Supplier A concerning
"what we needed from the machine.," The choice of the particular machine had to
be approved by the Purchasing Agent, Purchasing Departwent, who is responstble
for purchases in this category.

The purchase was made approximately at the beglnning of 1966 and the inter-
coupler which connected the machine to a key punch was added in November 1960,

E. Sources of Information
The Accounting Supervisor said that he got information through tele=
phonc calls to the supplier sales representative, 'I was wost interested in
service-~getting the machine repaired 1if necessary; training people to use it,
He said he did not get inforuation from anyone cutside the cocupany or from the
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supplier (other than the accounting consultant mentioned above), and that he
did not sez any relevant articles or advertisements in any publications. Asked
what source of information was most valuable to him, he ssid, "I had the one
that was herc==it was doing a good job but we needed another like it. I krew
(the sales representative) from (Supplier A)=-he worked with me."

F.Summary of Persons Mentioned As Ianvolved in Purchase of Bookkeeping
Machine ,

Top Management: Finance Committee; President (Div.); two
Controllers (Corp). 3

Finance: Controller, Automotive Division; Ase
sistant Controller, Autouotive Division;
Accounting Supervisor; Consultant to
Division Controllerx

Purchasing: Purchasing Agent

mlhl Lo

Total

G. Pattern of Communications Concerning Purchase of Bookkeeping Machine
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H. Supplicr Perception of Purchase Decision
The Assistant Sales Manager of the supplier of the bookkeeping mzchine

was interviewed, His respousibilities, he said, are "direction and supervision
of all of our people necessary to market, install, and give good customer ser=
vice." He said that one of his salesmen had been most involved in this sale
and that 44s own role had been direction, with respect to customer service and
in expediting the equipment to the purchaser company as quickly &s possible,

Asked who he thought it was at the purchaser company who decided to buy
a new bookkeeping machine, he said he did not know, He also said he didn't know
who decided to buy from his company, but guessed that it was "'the Coptroller,
probably.'

He noted that the purchaser company ''was a user, they had other of our
equiprment.'' He thought they had bought from his company rather than from
another supplier '"because we have the finest equipment in the country. We
are very well knowm in the industry."

11, Decision to Purchase a Printing Calculator

Ay Product Obtained
The product purchased is & printing calculator. This machine is used

to double=check invoices, to check total bills when there are a great many
items bought at the same price, and to calculate percentages in flguring dis=
counts. It does this work rapidly, using only a f ew steps or operations.
This machine replaced a machine described by the.Assistant Controller, Accounting
Department, as ''a cowptometer, a very old calculator" plus adding machines.
"Long lists of items had to be added individuvally at times; it was timee
consuming," the Assistant Controller said., Also, the old calculator was,
the Purchasing Agent said, beyond repair.

B, How Need Came Up .
An increased work load in the Accounts Payable section of the Ace

counting Department prompted the head of that section, the Accounting Super=
visor, to bring the need for a new calculator to the sttention of his superior,
the Assistant Controller, Automotive Division. The Assistant Controller recalled
this as having occurred in the Spring of 1966.

C. Deciding to .Qet _a New Calculator
The Assistant Controller said that he discussed the possible need for

a new calculator with his superior, the Controller of the Automotive Division.
The Assistant Controller sald that the purchase was made on "my recommendation.
(The Accounting Supervisor) is under mwe. He needed it in his department." The
Controller indicated that there had been some doubt at first about the desirae
bility of making the purchase, Discussion between the Assistant Controller

and the Controller, the latter said, was '"to see 1f the need was real--could
they get along without it." The uncertalnty was resoived, the Controller

said, by "evaluation of the budget==the best benefit to the company, We
decided we neecded it and the budget alloved it."
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While approval for the purchase was given by the Assistant Controller
and the Controller, both attributed greatest influence on the decision to get
the new calculator to the Accounting Supervisor who Initiated the purchase.
In explaining the reason for the Accounting Supervisor's influence, the
Assistant Controller sald, "I expect him to run an efficlent department.

He 1is gne of the men under me and I can't expect him to do a good job without
proper equipment,'" The Controller gave a similar reason for the great in-
fluence of the Accounting Supervisor on the purchase, saying '"Becauge he's
the one who has to get the job done."

Before the purchsse was made, 1t was approved by the Manager of Facilities
and Equipment and by the Executive Committee on Czpital Expendituves, composed
of two corporate Controllers and the President of the Automotive Divicion.

The necessary approvals were obtained in July 1966,

D. Selecting a Suppilier ) ‘
The Accounting Supervisor had been given a ''loaner' from Supplier A

by "a salesman who came in off the street,"” in the words of the Purchasing
Agent. This 1s the same supplier from which the department obtained its
bookkeeping machines. The matter came to the attention of the Purchasing Agent
when the salesman from Supplier A telephoned the Purchasing Agent and asked
whether the company was going to purchase this "loaner" calculator.

The Purchasing Agent telephoned at least three other componles, however,
and got additional "loaners," He Iindicates that four suppliers in all were
considereds In addition, two other suppliers are mentioned by ottier persons
as having been considered.

The Accounting Supervisor preferred the machine of Supplier A, the one
which had provided the original "loaner." The Purchasipg Agent salid that Pure
chasing usually goes alorg with the brand wanted by the requestor but that,
in this case, he urged the Accounting Supervisor to accept a machine from
Supplier B. The reasons he had for preferring Supplier B were, the Purchasing
Agent said, the "price angle" and "our experience with (Supplier B)." Of
these reasons the most important he said was the past experience with Supplier
B.

The Assistant Controller and the Controller of the division also became
involved in the cholce of the specific machine to be purchased. The Assistant
Controller said he talked with the Purchasing Agent about the prices of varilous
models, He also talked with the Director of Purchasing about the matter, ace
cording to the latter, although the Director of Purchasing left the matter
completely in the hands of the Purchasing Agent. "The only problem was pricee=
which was the best to get for the least amount of money," the Assistant Cone
troller said. The Assistant Controller felt that the loaner which the Ace
counting Department had from Supplier A '"was too sophisticated cempared to the
end result we needed." MHe noted that the Accounting Supervisor had preferred
the more sophisticated machine and said that the differences of opinion were
resolved by discussion mostly.!" Supplier B was chosen, the Assistant Con~
troller sald, primarily because of price and also because they "offered an
adding machine with the deal,"
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The Assistant Coni'roller felt that he had the greatest influence on the
type of machine selecteds "I liked the idea of the adding wachine,” he said.
“It was left to me to ma'te the decision. My own boss went along with me." 1In
the course of hisg delib“rations, the Assistant Controller had contact with
a salesman from the suc.essful supplier to help him decide "whether or not I'd
decide to buy it,"

Hig superior, the Controller, sald that, in addition to discussing the
matter with the Assistant Controller, he had also talked with the Purchasing
Agent. Tbe Controller said that he '"selected the complexity of the machine
we bought because that determines the price...I made the final decision. It
was really the price ttat determined it," he said. He gaid also that difference
of opinlon about the type of machinz were resolved On the basis of cost
and of the Accounting éupervisor's preference, He attributed greatest in=-
fluence on the choice «-f the particular machine to the Accounting Supervisor
because '"his people usi: 1t; he's held accountable for the efficiency of his
department.” (The Coniroller did not refer to the fact, and perhaps was
unaware, that the Accointing Supervisor's original preference for the more
sophisticated machine ﬁas not met,)

1
A purchase order for the new printing calculator was sent out in July
1966, The machine was delivered in August 1966,

E. Sources of Information

Asked about the ways in which he got Information about calculators
or about suppliers of calculators, the Assistant Controller, Autcmotive Dive
1sion, mentioned discussions with the Purchasing Agent and with the Account~
ing Supervisor. "Both (of them) had contact with suppliers,” he said,

"They knew the salesmen=-what the different kinds of machines could do;
prices." He felt that his most valuable source of information was the Pur~
chasing Agent whom, he said, "Seemed to have the most informatiou., He spoke
with suppliers," The Assistant Controller said that he had not obtained relee
vant information from people ocutside the company, nor did he recall seeing
any relevant materials in any publications.

The Controller, Automotive Division said that "I got it all (my infor-
mation) from (the Assistant Controller) who explored this with the Purchasing
Department and with (the Accounting Supervisor)." The Controllex said that
he had seen relevant advertisements in the Journal of Accounting and articles
on new kinds of office equipment in Offfce Managewent. As his rost valuadble
source of information, he named "the demonstration (of the machine)-=the
ewployees' ability to use it and feel comfortable with it. In this case,
(the Accounting Supervisor),"

The Purchasing Agent said that he got relevant information from a sales-
wan who had called on him about a month previcusly and by calling supplier
companies which he asked for information and for "‘loaners,” He saild he did
not get any information from people outside the cospany nor did he see rele~
vant articles or advertisccents in any publications. As his most valuable
scurce of information he named "the salesman's information. He submitted
his unit, Also, our experience with other (Supplier B) wachines."
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The division Director of Purchasing, who had little involvement in this
purchase, said he had gotten relevant information from his assistant, the Pur-
chasing Agent. He said this was his most valuable source of information
“"because he is responsible for making these decisions and I go by his advice."
He said he had not obtained information from people outside the company but
had seen advertisements in Purchase Week and in a business journal the name
of which he could rot recall.

F. Summary of Persons Mentioned as_Tnvolved in Purchase

Top Manapement: Finance Committee~-President, Automotive

Div.; two Corporate Controllers 3
Finance: Controller, Automotive Div.; Assistant

Controller, Automotive Div.; Accounting

Supervisor, Accounts Payable Section 3
Purchasing: Director of Purchasing; Purchasing

Agent 2
Other: Manager, Facilities and Equipment 1

Total 9
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G. Pattern of Communications Concerning Purchase of Printing Calculator
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Purchase Decision Study
Survey Research Center®
University of Michigan

16. CASE STUDY: DECISION TO PURCHASE AN ELECTRIC TYPEWRITER

I. JPurchaser

The purchaser is the main division of a company which is primarily
a designer and manufacturer of high quality organs and pilanos. This
divicion produces a large number of organ models and has several plants
within the same city. The Purchasing Department of the main division,
where this study was done, employs eighteen persons. The division is
completely responsible for its own purchasing.

II, The Product Obtained

The product purchased is an electric typewriter used by the Secre-~
vary to the Director of Public Relations in the main division of the com-
pany. The machine is used for typing letters and master sheets for quantity
reproduction. One specific use is for typing reports which go to finan-
clal assoclates and stockholders. For this reason, as the Office Ser-
vices Manager, Data Processing Department, commented, the machine is one
"which must be kept in top order." A similar machine, of the same make,
was used prior to the purchase.

III. How Need For Product éame Up

All master coples typed on the typewriter used in the Public Rela-
tions Department are sent to the Off-set Duplicating Department. In
June, 1966 the Off-set Duplicating Supervisor noticed that coples being
obtained from masters typed on this typewriter were not adequate and no-
tified the Office Services Manager about the matter. ''He was getting
poor copies'" the Office Services Manager said. After investigating this
problem, including disucssing the need with the Secretary to the Public
Relations Director (i.e., the woman using the typewriter), the Office
Services Manager in early July called in a man from the former supplier
'to give me an estimate on repair.'" The supplier representative told him
that the entire key mechanism would have to be replaced and quoted a
"high figure" for this repair work, he said. The Office Services Manager
checked on the past repalr bills for the machine, and considering these
along with the costs of additional repairs, ''decided a new machine was
preferable." "If the cost of repair hadn't been so high," he said, "we'd
have repaired it."

*Interviewing for this study was conducted by the National Opinion
Research Center.
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IV, Deciding To Get A New Typewriter

Having concluded that purchase of a new typewriter was desirable,
che Office Services Manager then had to have, in his words, 'quite a
series of approvals here'for his recommendation. On June 23, 1966, he
sent a purchase recommendation to his superior, the Data Processing Man-
ager, stating the item to be purchased, the dollar value, and the reason
for the purchase. This requisition sent to the Data Processing Manager
was also signed by an officer in the Public Relatins Department, which
would use the machine. The Data Processing Manager can, the Office Ser-
vices Manager explailned, '"send the requisition on for further approval or
send it back for further clarification.”" In this case the Data Processing
Manager approved the recommendation. The Data Processing Manager said
that 1t was his role to decide "whether it was completely justified.'" “This
was a speclal need for (Public Relations Director),' he said,

The Data Processing Manager, having approved the purchase recommen~
dation, then sent it on to the Executive Vice-President. The Executive Vice~
President noted that "I could have vetoed the requisition if there was any
question about it. As Lt was I okayed it." He sald he did not discuss
the decision to buy with anyone--it being the Office Service Manager's
"province," but commented that the repalr records on the machine indicated
the need for replacement.

After the requisition was approved by the Executive Vice-President,
it was forwarded to the Budget Manager (no longer with the company), who
approved the expenditure, and then was sent on to the President. The
President could recall very little about the purchase and his approval,
unlike that of the Executive Vice-President, was indicated by a key informant
to be just a formality. '"I accept the word of responsible people. I
wmust," the President said.

All four persons interviewed (Office Services Manager, Data Pro-
cessing Manager, Executive Vice-President, and President) agreed that the
Office Service: Manager had the greatest influence on the decision to get
a new typewriter. ‘'This is his di—~ct responsibility," the Data Processing
Manager salid. 'He has control over .ll typewriters and makes evaluation
on repairs...on all office equipment."

The influence of the Office Services Manager on such purchases is
evidently considerable enough so that sometimes he tries to eliminate the
delays due to the necessary series of approvals. 'In many cases, I
ghort-shop,' he saids "I get the equipment in faster by talking to the
salesman, I tell him the requisition is in but I need the equipment im-
mediately, On some saleswan, I call Purchasing, get a purchasing order
number and advise them of my requisition number so they can tie it to-