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The BuyGrid Model: Twenty-Five Years Later

Abstract

Since its publication in 1967, the BuyGrid model has enjoyed considerable success as a frame-
work within which the complexities of organizational buying behavior have been diagnosed and
studied. After reviewing the essential features and assumptions of the model, we found that re-
search on the BuyGrid model supports the validity of its basic dimensions: the buying situation,
the buying process, and the buying center. However, research also revealed that some of the as-
sumptions of the model were not supported as originally hypothesized, suggesting the need for
future research before accepting its generalizability. Subsequently, we consider major changes in
the business environment during the past twenty-five years, which may explain why some of the
model's assumptions may need to be modified. Finally, we consider changes in marketing impli-
cations for the BuyGrid model, along with directions for future research.



Introduction

Academic research and conceptualizations involving organizational buying behavior have
grown steadily over the past twenty-five years. This is evident in Figure 1, which shows the
trend in the annual number of papers published in six marketing journals. The data for these
counts were taken from the "reference appendix” in the comprehensive literature review pub-
lished by Jobnston and Lewin (1996). In subsequent six year periods, beginning in 1971, the av-
erage numbet of publications grew from about four, to seven, to ten per year. (The downward
trend in 1992-1993 may be part of a cyclical pattern, possibly related to the cycle time of doc-
toral dissertations, a primary source of new research in the field.)

Among the various conceptualizations of organizational buying behavior, the BuyGrid
mode] (Robinson, Faris, and Wind 1967) and its essential features have survived almost thirty
years of use. The model follows the marketing concept and emphasizes that marketing to or-
ganizations requires understanding three important dimensions of buyer behavior: the buying
situation (whether the purchase status of a particular product or service is a new task, a straight
rebuy, or a modified rebuy), the buying process (through what phases or process is buying con-
ducted), and the bwying center (who is involved in the buying process). The continued use of the
model and its dimensions seem to be an indication of the model's enduring value. Consider the

following:

~» The BuyGtrid model continues to crop up in popular marketing management texts as a way to
clarify and explain organizational buying decision processes (Kotler 1994, Haas 1992);

s The model stimulated considerable academic research and provides a coberent framework to
organize research findings (Bunn 1990 and Johnston and Lewin 1996);

» The model has been "one of the most useful analytical tools for both academic and marketing
practitioners interested in organizational buying behavior" (Moriarty 1983).

Despite the success of the BuyGrid model, it may be prudent to reconsider it wi-th respect 1o its

original purpose and in the context of a more dynamic business environment.



Based on empirical research, the focus of the model was on "developing and describing a
specific classification system of the industrial buying process which appears to be useful from
the point of view of the planning and execution of an efficient industrial marketing effort"
(Robinson, Faris, and Wind 1967, p. 11). Thus while being deseriptive, the model was appar-
ently intended to be normative. That is, it was meant to be used to imply what managers should
be doing to plan and execute industrial marketing programs. These implications were presented
in Part III of the Robinson, Faris, and Wind (1967) book.

The model was also intended to be generalizable. According to the authors it was de-
signed to provide "the frame of reference within which the procurement situations are designed
to be general enough to apply to all procurements, yet specific enough to have operational rele-
vance to the individual marketer" (Robinson, Faris, and Wind 1967, p. 13). In effect, the Buy-
Grid model was intended to be helpful in characterizing the purchase of industrial services as
well as products; equipment and capital purchases as well as materials and components -- all un-
der varying environmental conditions.

Because the model was conceived during the mid-1960's when industrial markets were
relatively stable (compared to the mid-1990's), it is logical to question the model's generalizabil-
ity and normative features. By the mid-1990's, numerous forces in the business-to-business mar-
ket environment began to emerge that were considerably more dypamic than the mid-1960's.
The confluence of important trends, such as globalization, information technology, new business
practices, cross-functional iotegration, and the value of time has created very different conditions
for business in the mid-1990's than the mid-1960's. The possible impact of these trends on pur-

chasing practices and behaviors raises four questions about the BuyGrid model:

s What are the basic dimensions and assumptions of the BuyGrid model?
s Isthe BuyGrid model valid and generalizable?
o What is the impact of environmental changes on the model?

* Are the normative guidelines of the model still valid?



In the four sections that follow, we consider each of these questions. Subsequently, we suggest

issues to consider for future research on the BuyGrid model.

Dimensions and Assumptions of the BuyGrid Model

The BuyGrid model is best known for its three major dimensions; however a more subtle
understanding of it can be gained by considering its primary assumptions. The basic model, pre-
sented in Figure 2, emerged from the exploratory study of three large industrial firms and Wind's
(1966) study of two large electronic firms. With some exceptions, Wind's (1966) independent
study largely validated the BuyGrid model. The model has three major dimensions: two explicit
dimensions of buying behavior -- buyclasses (or the buying situation) and buyphases (or the
buying process) -- and a third implicit dimension of buying influences (or the buying center).

Research undertaken for the BuvGrid model surfaced three types of buying situations:
new task, modified rebuy, and straight rebuy. The three buyclasses are assumed dependent on
three factors: the newness of the problem to buying influences and decision makers, information
requirements of buying influences and decision makers, and consideration of new alternatives by
the decision makers.l New task, modified rebuy, and straight rebuy situations are predicted to be
high, medium, and low on all three factors, respectively.

In turn, each buyclass predicts different buyphases, or at least different activities within
each phase. Using a “center of gravity” concept, the BuyGrid model recognizes that the relative
importance of each buyphase will vary from purchase situation to purchase situation. Although
Wind (1966) found that new task and strajght rebuys dominated the buying situations that he
studied (so-called modified rebuys were closer to new tasks or repeat purchases), he concurred
with the three category classification because it more carefully calibrated the imaplied continuum.

The eight buyphases are viewed in terms of a decision process of "creeping commitment”
in which decision-making "involves a sequence of incremental choices, each of which eliminates
certain alternative solutions (or vendors) from further consideration” (Robinson, Faris, and Wind

1967, p. 19). The likelihood that the concept of creeping commitinent actually describes the pur-



chasing process was assumed to increase with three factors: (1) the importance of the buying
situation to the company, {2) the number of people involved in the decision making process, and
(3) the reliance upon buying committees and similar arrangements for diffusing the buying re-
sponsibility.

The role of buying influences are perhaps the least obvious in the BuyGrid model. This
assumption is depicted as the diagonal line in Figure 1. More specifically, the authors found that
more buying influences were involved in the upper left hand corner of the BuyGrid model, de-
creasing to the lower right. In terms of Wind's (1966) buying center concept, this would imply
larger buying centers with more influential participants earlier in the buyphases (especially for
the new tasks) than later in the buyphases (for modified and straight rebuys). In effect, the
authors of the BuyGrid model believed that "it may enable more effective adaptation of the sales
effort to it the critical pattern of buying decisions and to satisfy the needs of individuals whose
influence is greatest in different purchase situations" (Robinson, Faris, and Wind, p. 13).

Although the value of the model can be found in its taxopomic simplicity, it contains
more sophisticated interpretations and implications when used as a diagnostic tool in specific
applications. For example, if one were to approach a potential buying organization for marketing
purposes, the BuyGrid model would provide a road map of key quesﬁons. "Is this 2 new buying
task for the organization, or are they already purchasing from existing suppliers?” If it is a new
task or modified rebuy, "Who in the organization are potentially involved in the buying process
and what will be their roles?" "What activities will these individuals follow in deciding which
supplier to choose?"

If the purchase is a straight rebuy, then a similar line of questions might be pursued, but
with a different goal in mind (e.g., to unseat existing supplicfs), Also, somewhat different an-
swers to the questions would be expected in the straight rebuy vs. the new task situation. Conse-
quently, each cell of Figure 1 implies a subset of questions that enable other diagnostics to better
understand the relative complexity of an organization's purchasing process. It is no wonder that

the model has withstood the test of time.



Validity and Generalizability of the BuyGrid Model

Perhaps not surprisingly, research on the BuyGrid model has developed in 2 piecemeal
fashion over the years. For example studies will often focus on the buying phases or buying in-
fluences, holding the buying class constant (¢.g., for nc = “>-' buying situations). Or studies will
be based on one or two case studies, not a larger sample. Part of the reason for this is that the re-
source requirements to conduct large sample studies are extensive, and often prohibitive. Fur-
ther, the inherent complexity in organizational buying behavior adds to the difficulty of collect-
ing appropriately reliable and valid data (Anderson, Chu, and Weitz 1987). The result is few
comprehensive studies of organizational buying in general, not to mention those on the BuyGrid
model. For example, of the 165 publications over 25 years on organizational buying behavior
reported by Johnston and Lewin (1996), only about one-fourth were empirical; the remaining
were primarily conceptualizations.

Although there are few comprehensive large scale tests, research on the BuyGrid model
and aspects of it, generally support its three basic dimensions. Few empirical studies on organ-
izational buying behavior fail to cite the BuyGrid model or to explain findings in the context of
the buying situation, the buying process, or multiple influences in the buying process. It is fair to
conclude that the three major dimensions of the model are valid in that they capture important
aspects of organizational buying behavior. Nevertheless, a number of findings may challenge
some of the model's underlying assumptions, and hence its generalizability. These findings are

briefly considered below.

Research on Buying Situations

Over the past 25 years, research on buying situations revealed few studjes in which all
three buyclasses were identified. In some cases, researchers found it expedient to use only new
task and straight rebuys for comparison (e.g., Anderson, Chu, and Weitz 1987). In other cases
research focused only on new tasks (e.g., Laczniak 1999), and still others intentionally combined

new task and modified rebuy situations -z.g., Doyle, Woodside, and Michell, 1979). Bunn



(1993) offers the most compelling study of buying situations with an empirically derived taxon-
omy of six types of buying decisions based on four underlying factors that are considerably dif-
ferent than those employed in the origina! BuyGrid model. Nevertheless, as recognized by the
avthot, the six categories (casual, routine low priority, simple modified rebuy, judgmental new
task, complex modified rebuy, and strategic new task) can be reduced to the basic three buye-
lasses in the BuyGrid model, thus confirming their validity.

The value of the Bunn (1993) study lies in the confirmation that the buyclasses are really
part of a continuum from straight rebuy to new task (or very simple to very complex). This con-
tinuum depends on the factors used to define the taxonomy (in Bunn's study) or possibly upon
other factors invol.ved in describing purchase situations. For example, in a script-theoretic
analysis of industrial buying behavior, Leigh and Rethans (1984) found few differences in de-
scriptions of the buying processes between new task and modified rebuy situations. The major
difference involved how new vendors were identified. Some buyers first contacted their existing
supplier then others, while other buyers contacted multiple vendors with little consideration give
to their existing supplier.

In other cases, industry life cycle may define buying situations. For example, Clark and
McLeary (1995) found that organizational buying of meeting and convention sexvices from hotel
chains by associations was predominantly straight rebuy and “modified" rebuy. Modifications
involved choosing different locations for meetings from year-to-year. New tasks would only oc-
cur when a new association formed and had to plan its first meeting. Thus, stage of industry
growth may influence the buying situation. However, Clark and McLeary {1995) did report that
once a hotel chain was selected for meetings, the modified rebuy typically involved changing at-
tributes of the meeting (location, facilities, etc.), not necessarily suppliers.

Another explanation for why there may be a variety of buying situations between new
task and straight rebuy could be that as the speed of change in markets varies, so too do the buy-
ing situations. For example, in markets with very rapid change, each buying situation may be

viewed as a new task to maintain competitive advantage, or at least to reduce uncertainty. In



their study of computer work station repurchases (a modified rebuy situation) Heide and Weiss
(1995) found that while consideration set size (number of potential new vendors considered) was
relatively closed, high amounts of information were required to reduce perceived uncertainty -- a
characteristic of new task, not modified rebuy situations. Thus the effects of increased uncer-
tainty due to the business environment may cause modified rebuys to be treated like new task
situations, at least insofar as information requirements.

These findings and possible explanations suggest that the buyclass part of the BuyGrid
mode] is more a conceptual or transitional step between a new task and a straight rebuy. This
may mean that the modified rebuy (or the other categories defined by Bunn, 1993) is more of a
strategic issue than a clearly delineated buying situation. Consider the case in which Procter &
Gamble is the incumbent supplier for WalMart on several lines of products. As the incumbent,
P&G will work very hard to prevent a challenger from turning a straight rebuy situation into a
new task for the buying organization. This may include the implementation of electronic order-
ing, just-in-time delivery, and other services that enhance the benefits of a straight rebuy rela-
tionship. However, with increasing competitiveness, more large retailers, like WalMart, perform
regularly scheduled reviews of shelf assortments, thereby creating problers for incumbent sup-
pliers and opportunities for challenging suppliers.

The original BuyGrid model also assumed that buyers in new task situations would con-
sider more alternative suppliers than those in straight rebuy situations. - However a persistent
finding indicates that this assumption may be questionable. For example, in a study of 14 British
industrial manufacturers, Doyle, Woodside, and Michell (1979) compared new task and modified
rebuys with straigi:t rebuys on seven variables defining the buying process. Although they found
support for the model on most of these variables, one difference involved fewer alternatives con-
sidered than expected in new task situations. They also found that less postpurchase evaluation
efforts were undertaken in new task situations than in straight rebuys.

In a study of sales managers views of organizational buyers, Anderson, Chu, and Weitz

(1987) found that the buyclass ditnensions of newness of the problem and information needs



were related and represented the buyclass construct well across a variety of industries. However,
contrary to theory, they found that the consideration of new alternatives was not related to the
other two dimensions and did not represent the buyclass construct well. More specifically, they
found that some new task buyers did not seriously consider a range of altermatives, while some
straight rebuy buyers did.

One of the major reasons for the consideration of fewer alternative suppliers in the new
task (and modified rebuy) situation than normally hypothesized may be due to source loyalty
(Wind 1970 and Bubb and van Rest 1973). Source loyalty suggests that there may be benefits to
developing longer term relationships with fewer suppliers in complex new task buying situations.
For example, the emergence of "just-in-time" exchange relationships (Frazier, Spekman, and
O'Neal 1988) to reduce waste from production and delivery systems and to pursue quality im-
provements through joint efforts between the manufacturer and supplier characterizes the buying
situation in many industries. This practice, which is part of total quality management (TQM)
processes, severely reduces the number of alternatives under consideration -- a practice that was
not prevalent when the original BuyGrid mode} was formulated. In addition to reducing costs to
facilitate competitiveness, a successful and productive relationship can reduce uncertainty.

Pressures to compete and fast-moving busiress markets also require the ability to move
swiftly and efficiently. Heide and Weiss (1995) found that high vendor sWitching costs (in time
and dollars) may keep the number of alternative suppliers considered as a relatively closed set
(although recent practices reveal that aggressive suppliers are willing to underwrite any switch-
ing costs). Heide and Weiss (1995) also found that a closed consideration set was driven by the
perception of rapid technological change. That is, uncertainty in the environment (through rapid
technology change in their study) increased the amount of information collected, but restricted
the tendency to switch vendors.

These findings clearly raise issues about one of the key assumptions in buyclass theory --
the number of alternative suppliers considered. It is plausible that conditions of market uncer-

tainty brought about by increased competition, rapid technological change and other factors may



account for this finding. When market conditions are uncertain, the pumber of alternative sup-
pliers may be constrained for efficiency (reduced waste and transaction costs) and effectiveness
(source loyalty and long term relationship development). It is also possible that this may vary by
industry. For example, retail buyers that purchase ready-made products have different relation-
ships with suppliers than manufacturers who rely on quality production processes.

In summary, the dimension of a buying situation or buyclass is a valid and important di-
mension of understanding organizational buying behavior. However, the possibility that the
nurnber of buyclasses identified may vary by the underlying factors used to define them suggests
the need for future research to identify the most relevant set of factors to use in developing such a
taxonomy. In the meantime, it may be more prudent to view buying situations as a continuum
from new task to straight rebuy (with various types of modifications possible in-between), and

develop marketing strategy implications accordingly.

Research on Phases in the Buying Process

Although the BuyGrid mode] proposed eight buyphases to cover the three major buying
situations (see Figure 2), an examination of various studies shows that the number of buyphases
can vary considerably as shown in the Figure 3. The studies presented are not inclusive of all re-
search conducted on phases in the buying processes; they were selected to show the variation in
buyphases (in this case from 4 to 12).

A content analysis of these buying processes reveals at the core a five phase process,
which includes: (1) definition of need and specifications, (2) information search for alternatives,
(3) evaluation of altematives, (4) purchase decision, and (5) postpurchase activity. Clearly, the
phases are overlapping and to a large extent interactive. For example, information search activi-
ties may influence a redefinition of the need, which includes the setting of specifications. Simi-
larly, the evaluation phase may reveal new information requirements, which can in turn redefine

the need,
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Part of the variation in the number of phases exhibited in Figure 3 may be due to the type
of product studied. For example, Ferguson (1979) tested the BuyGrid model in a service context
(public warehouse services) and found that it did not fit well in the case of modified and straight
rebuy situations (he did not test new tasks). He concluded that seven phases captured the essence
of the service process he observed. Part of the variation in the Figure 3 could also be due to the
method with which the buyphases were selected (e.g., empirically determined or testing a pﬁb—
lished model).

The variation in buyphases found in these studies certainly do not invalidate the BuyGrid
model, however they raise questions about the generalizability of the specific eight buyphases.
Although the BuyGrid concept of the "center of gravity" recognizes variability in the importance
of the eight phases, it does not necessarily mean that fewer than eight stages are acceptable to
define the process. That is, in using the model, one ought to expect to consider all eight phases,
albeit with different stages varying in importance at different times. In any case, future research
is needed on the generalizability of the eight buyphases in the BuyGrid model, as well as on the
underlying assumptions about the factors that drive the "creeping commitment” dynamic in the

model and the "center of gravity" concept.

Research on Buying Influences

The BuyGrid model hypothesizes that buying influences will vary according to the buy-
classes and buyphases (as shown in the diagonal of Figure 1). An alternative view of the impact
of buying influences is presented by Wind (1978), who adds roles in the buying center as a third
dimension. In his study of STI services Wind found that R&D managers had primary influence
over need and product aspects of the purchase, controllers had primary influence over budgetary
issues, and the purchasing manager for supplier relations. This is a similar pattern found in other
studies of purchase influence {Pingry 1974, Bellizzi 1979, Doyle, Woodside, and Mickell 1979,
and Thomas 1989).
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Because the earlier stages of new task buying situations tend to require more information
in defining needs and setting specifications, it is logical fer more organizational members
(scientists, engineers, R&D personnel, manufacturing personnel, etc.) to be more involved in the
earlier phases of product development than latter ones. As specification decisions are set, in-
volvement of these people lessens and the purchasing function takes over. Thus, the BuyGrid
influence hypothesis appears to hold for the buyphases. Nevertheless, changes in buying patterns
brought about through increasingly popular cross-functional integration efforts in organizations
(such as cross-functional teams in new product development) may extend the length of time the
buying center has influence throughout the process (this will be considered later as an important
topic for future research).

The hypothesis that influence may vary with the buyclasses may not lbe well supported.
For example, Jackson, Keith, and Burdick (1984) report that the relative influence of buying
center participants (as perceived by purchasing agents) did not vary with buyclasses, although
they did by product type and by decision. This is consistent with findings by Brand (1972) and
Belizzi and McVey (1978). McCabe (1987) offers perceived envirorunental uncertainty as a
possible explanation for the equivalent findings on the influence hypothesis for buyclasses.
Consistent with an earlier study by Cardozo (1980), he found thé.t increased enviropmental un-
cerfainty led to a centralization 6f decision making in the hands of a few top managers to expe-
dite the process. In effect, uncertainty motivated lower level managers to look to higher level
managers to assume the risk of these decisions. This may explain the practice of some firms to
implement mandatory year-to-year price reductions and product improvements (such as the pol-
icy implemented by General Motors' head of purchasing during the 1980's). Thus it is reasonable
to believe that whatever the buyclass, higher levels of environmental uncertainty (more prevalent
in the 1990's than the 1960's) may cause any purchase decision (even straight rebuys) to be more
closely scrutinized.

In summary, research on the BuyGrid mode] finds consistent support for its basic under-

lying dimensions -- the buying situation, the multiphase buying process, and multiple buying -



12

fluences. This supports the validity of the model and suggests that these dimensions are neces-
sary to consider in understanding organizational buying behavior. However, the research also
suggests that the operationalization and articulation of the specific buyphases and buyclasses in
the model may have been characteristic of more stable conditions in the business environment
during the time of the model's development. That buyclasses may be characterized as a contin-
uum between new tasks and straight rebuys, that the number of alternative suppliers considered
may be fewer than hypothesized, and that the number of specific decision phases may vary by
product, industry, or other factors, lead us to conclude that the model may not be as generalizable
as initially intended. As suggested, this may be due to a very different set of conditions in the

business environment during the 1990's than the 1960's when the model was formulated.

The Impact of Environmental Changes

Although the BuyGrid model recognized the influence of environmental forces on buying
situations, the view appeared to be that buyclaéses, buyphases, and buying influences would
coptinue to operate as hypothesized, with variations in environmental forces influencing the out-
come of each buying situation, not necessarily specific assumptions of the BuyGrid structure.
Nevertheless, as noted above, it is quite possible that the impact of certain environmental forces
can be so pervasive and enduring that they may challenge the basic assumptions that support the
BuyGrid model, or at least cause them to be reconsidered. A few of the more salient trends be-

tween the mid-1960's and the mid-1990's are briefly summarized in the following sections.

Globalization

In the mid-1960's fewer industries were as globalized as the mid-1990's, and therefore
experienced less competition from foreign firms. For example, suppliers to the auto industry had
not yet experienced the intensity of Japanese competition, which drastically changed product de-
velopment cycle time, and therefore purchasing processes. Further, the Cold War was at its peek
during the mid-1960's, which fueled a large and stable military-industrial complex i the U.S.

and Soviet Union with well-established organizational buying processes; however in the Post-
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Cold War era, many of the same firms had to look for commercial opportunities outside of gov-
ernment buying, adding to the instability of industrial markets during the mid-1990's. Further,
the impact of the transformed Soviet Union into independent countries, and other political con-

sequences of a post-Cold War period, created new mark. * ~ > - tunities and new competitors.

Information TecLnology

The rapid emergence of information technology in the past 25 years provided increasing
opportunities for firms to directly link buying and selling functions globally. For example, a
major supplier of hospital products placed modem-linked computers in buyer hospitals to facili-
tate ease of ordering. Further, global telecommunication technology facilitated the emergence of
"virtual corporations,” which dispersed mapufacturing functions to many parts of the world,
thereby altering organizational buying patterns. Even promotional opportunities will change
through information technology. For example, in 1996 AT&T announced the acceptance of in-
dustrial advertising on its AT&T Business Network on the World Wide Web, ~ actt MH )

Another example of the influence of information technology is the emergence of elec-
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n 1995 Thomas Publishing (publisher of the 100 year old

Thomas Register) launched a new on-line corporate purchasing network to facilitate organiza-
tional purchésing. The network, dubbed CONNECTSLUS, enables firms to electronically review
severa} thousand maintenance, repair, and operations products in relatively short periods of time
(minutes and hours vs. days and weeks). Users can create customized programs that enable them

to automatjcally compare products on several criteria, negotiate prices, enter orders, and make

electronic purchases with security standards. The potential cost savings to buyers in time are
tremendous, although it creates the problem of increased likelihood of automated straight rebuy
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In addition to information technology, increasingly rapid changes in many other basic
technologies has altered buying processes, especially the traditional influence patterns in organi-
zations. For example, the development of the silicon chip led to an influx of powerful personal
co.aputers, which in turn led to client-server computing (which de-emphasized mainframe com-
puting), thereby disrupting the purchasing processes of numerous organizations. The "glass
house" of mainframe computers in the organization and its personnel found their information

(and purchasing) power temporarily decentralized and diluted to distant desk tops.

New Business Practices

A number of new business practices have emerged during the past 25 years that have had
considerable influence on purchasing processes. For example, the emphasis on total quality
management (TQM), and its corollary activities (just-in-time inventory management, bench-
marking, etc.) directly influenced manufacturer-supplier relationships. One key principle of
TQM calls for a close working relationship with a single supplier, almost a partnership. The im-
pact of reducing the number of sources substantially altered the landscape of organizational
buying behavior in many industries, such as automobiles. In some cases this led buyers to pro-
vide support to selected suppliers. For example, a major consupner products manufacturing firm
has a "supplier development program" that qualifies vendors based on their operations and works
with underachievers to improve their processes in order to qualify.

The rapid growth of business consulting into the 1990's, and the "business-fad-of-the-
month" led, rightly or wrongly, to altered organizational structures. For example, the
"reengineering” of organizations led to massive downsizing changes during the 1990's, with less
security for organizational employees, smaller purchasing functions, and potentially confused
roles in purchasing activities. The use of "out-sourcing" of pieces of the production process
leads to economies, however it also creates a multi-layered buying center for the previously
original suppliers. Now there is a buying center in the organization that selects the out-sourced

suppliers, and also one in the out-source supplier organizations, who buy from original suppliers.
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Cross-Functional Integration

Perhaps few changes in the past 25 years have had as profound an impact as the move-
ment toward the integration of various organizational functions to improve organizational per-
formance at all levels. It began with recognizing the importance of consensus and teamwork that
was characteristic of successful Japanese manufacturing processes, but quickly spread to all as-
pects of business as basic processes were redesigned to deal with complex problems. For exam-
ple, managers began to discover that certain downstream problems in sequential business proc-
esses could be removed by building a team that included key mernbers from each critical stage of
the process. By letting this cross-functional team manage the process from the outset, down-
stream problems could be anticipated, thereby saving time and money while improving the out-
come of the process. Design for manufacturability (assembly, disassembly, etc.) illustrates a
process area in which cross-functional integration between design and manufacturing has had
coosiderable impact (Dean and Susman 1589).

It should be clear that the impact of cross-functional integration on purchasing can be
significant because it will more likely be part of a team-driven process involving product or
service development than a separate organizational function. For example, in the late 1980's,
when Apple Computer Corp. set a goal of assembling, testing, packaging, and shipping a com-
puter in less than 36 hours from receiving raw materials, it had to revise its traditional purchasing
process (Semich 1989). Importantly, purchasing was made part of the strategic planning process.
Among the many other changes, an important one included building and strengthening relation-
ships with the engineering department, as well as manufacturing, in order to gain early involve-
ment in the design and manufacturing process. In effect, purchasing was not only linked to the

overall business strategy team, but was also part of the design and manufacturing team.

Importance of Time

In an increasingly competitive world, the resource of time became a valuable strategic
'l

opportunity (Stalk and Hout 1990). "Reducing cycle time" became the rallying cry among finns
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that depended on new product development for competitive advantage. However, bringing about
the integration of a supplier into the product's development cycle can ber more difficult than inte-
grating a firm's internal operations (Slade 1993). The more complex the prodﬁct or process, the
more difficult the integration. This usually requires the development of very close working rela-
tionships (sometimes joint ventures and partnerships, especially with proprietary techoology),
which frequently result in putting a member of the supplier organization on the new product de-
velopment team.

The concept of the lead user represents another dimension of time with respect to new
product development (Urban and von Hippel 1988). In this view, product development time is
compressed by incorporating lead users into the design process. These lead users provide prefer-
ences and solutions to problems that might otherwise take months to uncover with non-lead us-
ers. The outcome is improved productivity through the market research process. Lead users are
those who face market needs months or years before most organizations in the market, and who
will benefit considerably from the innovation. In their case study application to PC-CAD sys-
tems, Urban and von Hippel (1988) found support for the benefits of using lead users.

In summary, confronted with the kinds of changes in the business environment between
the 1960's and 1990's in just the five forces briefly illustrated above, it is no surprise that specific
aspects of the basic BuyGrid model are not as generalizable as originally anticipated. The com-
bined effects of increased global competition, information technology, new business practices,
cross-functional integration, and the value of time has created very different conditions for or-

ganizational buying. For example:

¢ The increased value of time and changing business practices may reduce the number of alter-
native suppliers that can be considered.
+ Cross-functional integration and new business practices may alter (and hide) the influence of

purchasing executives as their role becomes integrated into the product development process.
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» Information technology makes it possible to develop close-knit relationships between buyers
and suppliers that make it more difficult than previously to unseat incumbent suppliers in
straight rebuy situations.

* Information technology and the value of time may significantly automate and accelerate the
actual procurement process (as in the case of Thomas Publishing and CONNECTSUS and
standard MRPII ordering systems), thereby reducing some of the human involvement be-

tween buyers and sellers and changing the traditional purchase process.

Clearly these types of environmental changes raise questions about certain assumptions initially
made for the BuyGrid model, however they do not invalidate the underlying dimensions of the
mode] nor alleviate the need to understand them in a different context. In particular, they will

need to be understood for improved marketing decision-making.

Normative Guidelines from the BuyGrid Model

The major implication of the BuyGrid model was to develop creative strategies for indus-
trial markets. Robinson, Faris, and Wind (1967) compared the marketing strategies of the three
buyclasses on four major strategy variables. Of course this can be expanded to include a wider
set of marketing decisions variables. However, findings from research in the past 25 years and a
very different business environment, perhanps one with greater uncertainty, raise the question of
whether marketing decisions from the BuyGrid model are still valid.

In general, the logic of how the BuyGrid model might be used in practice still holds,
however there are two major differences in how marketing strategy may be formulated with res-
pect to the original model. The ﬁrét involves a different view of modified rebuy situations, and
the second involves a changed role for market research.

In the original model, modified rebuys were viewed as a separate buyclass (or market
segment} with specified marketing actions. However, research findings and the changing envi-
ronment discussed above suggest that new task and straight rebuy situations may be the domi-

nant market positions among buyers. From a marketing decision perspective industrial market-
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ing managers faced with conditions of rapid change and the uncertainty it brings may want to
consider: (1) bow to maintain incumbeﬂcy as a supplier (making sure the next purchase is a
straight rebuy) or (2) how to challenge an incumbent (by instigating the next purchase and turn-
ing it into a new task, or at least a modified rebuy situation)? Figure 4 provides ap illustrative
summary’ of incumbent vs. challenger strategies.

The incumbent's basic business strategy is to keep the next purchase as close to a straight
rebuy as possible, while the challenger seeks to find the levers that will unseat the incumbent.
Every influencer in the buying process and other key stakeholders (e.g., distributors) must be
monitored carefully for their changing needs or for eruptions of conflict within the organization
(Ryan and Holbrook 1982) which can disrupt purchasing pattemns. This may entail conducting
ongoing and highly interactive market research to monitor buying center participant needs within
and across organizations to modify any aspects of products and services as needed. Segment or
market niche opportunities may be identified, which then require a marketing program to satisfy.
The incumbent must address these segment needs or is at nisk to a challenger.

An incumbent's positioning might focus on reinforcing the strong corporate and/or brand
identity that secured the business in the first place, while the challenger might position on the
basis of any identified vulnerabilities identified in studying the market. The incumbent product
should be continually improved to "capture” satisfied buying iufluencers, mollify dissatisfied in-
fluencers, and reduce the cost position to build flexibility into pricing should a challenger enter
the scene. Challengers should seek to develop new products that address incumbent vﬁlnerabili-
ties or design entirely new products to leapfrog technology trends. Alternatively, challengers
- might offer significant value, including lower prices, to motivate the purchasing agent to build
the financial case for a change of suppliers.

Clearly, new product development provides a special case of new task purchasing for
both incumbents and challengers. Among other things noted, the past 25 years has witnessed the
increasing role of cross-functional teams to facilitate new product development (NPD). On one

hand NPD teams are a critical part of the development process, but on the other hand they can
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also be buying centers, since many NPD teams strongly influence the purchase of equipment,
materials, components, and other aspects of the new product (Puri and Sashi 1994). Thus, train-
ing the sales force to sniff out new product development projects and getting on the buyer's team
early in the process may produce an important competitive advantage. For example, suppliers
that provide on-site engineering, prototypes, or pre-production samples may help a buyer cut lead
times and thereby provide themselves a competitive advantage.

More directly, bringing new product opportunities directly to the attention o‘f key influ-
encers may trigger a development process resulting in a new task buying situation. In effect,
with the increasing emphasis on new products in highly competitive and dynamic business envi-
rommnents, there will be increased opportunities for challengers to unseat incumbents, and for in-
cumbents to build strong relationships with their suppliers.

Clearly, maintaining incumbency or challenging the incumbent requires critical commu-
nication skills. When used, sales force personnel must be trained with a broader set of
"managerial" understandings and research skills to look for opportunities within the buyer's do-
main (including channel members and other stakeholders). Pleas for relationship marketing
(Evans and Laskin 1994) and an exchange-based views of "team" selling are compatible with a
view of the BuyGrid model to deal with the bigher levels of business market uncertainty. This
may require a different kind of marketing research function than heretofore experienced in most
industrial markets. |

Thus the second major difference between the original model implications and the busi-
ness environment of the 1990's involves the changing role of market research. With a greater
importance placed on developing close relationShips with current suppliers, "interacting" with the
buyer in an ongoing relationship may replace the traditional proactive process of collecting data
through more traditional market research methods (Wind and Thomas 1990). In an interactive
relationship, information about each others' needs and capabilities exchange "minds" rapidly.

There is often little time for a sales force to retuin the information for analysis; a team of experts
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with on-site analytical capability may be required to collect and analyze data "on the fly" among
potential buyers.

Portable computers linked to corporate offices and/or expert data bases may be the only
opportunity to communicate with other sources, if time permits. The importance of building a
mutual data base between buyer and seller becomes the central activity of this new type of mar-
ket research; this data base is also the glue in the relationship. Altbhough this scenatio may only
seem to play out for large customers or key accounts, recall that on-line electronic commerce ca-
pabilities will perform a similar function for smaller buyers. They will be able to access a virtual
"industrial shopping mall,” and have access to software designed to expedite their buying proc-
ess. Smart selling organizations ought to be able collect data from these requests (as interactive
market research) and provide products and services on demand.

By way of summary, because of changing environmental forces, we recommend that
selling organizations get into the new task buying process as early as possible. Organizations
will tend to restrict their set of considered suppliers because of time and resource constraipts, as
well as environmental uncertainties. As noted, this may mean better tracking ever-increasing
new preduct development efforts, which are the source of many new task buying situations.

When selling organizations do get involved early, recognize that there will be numerous
people involved in the buying center. Because of this we recommend finding an ally in the buy-
ing center to become a "champion" for your firm. The goal is to put this person on your "selling
team." Not only will this person sell for your firm, but he or she can provide valuable buying
center and buying process information for you as well. Similarly, someone from the selling or-
ganization should be deemed a "champion” (possibly the key account sales executive) and at-
tempt to get placed on the buying center.

Given the complexity of a new task purchase and numerous people involved in the buy-
ing center, it is important to understand how to create value for the entire buying center, not just
for the specific product and users. This may entail an expanded view of the product to include

ancillary services (automated billing, usage reports, cost and prefit reports, etc.) and relationship
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building. The latter may involve listening carefully to a variety of needs and providing seem-
ingly unrelated service and advice where possible. For example, a particularly influential design
engineer may be having a problem on a particular project unrelated to the supplier's traditional
product line. If the supplier has experience with this p .c*... , offering it as a value-added serv-
ice may build a long-term relationship with this key member of the buying center.

Finally, once a relationship in a new task situation has been established, move as quickly
as possible to make it a straight rebuy. Utilize state-of-the-art information technology to the ex-
tent possible to cement the relationship and build an ongoing electronic dialog with occasional
personal contact and data collection to insure that the product is being used properly and users
are satisfied. Although this type of imeractive marketing is nascent, it signals the impact of a
more dynamic environment on purchasing processes in the BuyGrid model, and also suggests

new directions for research.
A Research Agenda for the BuyGrid Model

Our review of the BuyGrid model suggests a number of issues that require additional re-
search. Some of these issues are relevant for any research on organizational buyiug behavior, but

others are directly pertinent to the BuyGrid model.

Building a BuyGrid Data Base

The BuyGrid mode] provides a logical conceptual framework for building a data base that
characterizes markets of organizations. The major features of such a data base ought to include a
buying center perspective. That is, information should be gathered on a regular basis that de-
scribes the various members of the buying center, their organizational positions, their role in pur-
chasing, and numerous other characteristics germane to better understanding their task and non-
task needs. Thus information can be analyzed at the individual level, the buying center level, and
the organizational level to understand market structure.

As noted in the previous section, the increased dynamic of the business environment may

limit opportunities for traditional market research, in favor of collecting data from interactive re-
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lationships with key accounts, and perhaps on-line from smaller accounts. Unfortunately, though
they may be practical, we know little about the design and use of such data bases. How will in-
formation on them be validated (if at all)? When and how will the data be analyzed -- if ever?
Huw will users interact with such data bases? How will mérkcting decisions be made from such
data bases? Future research on these and other questions will be required 1o make best use of in-

formation from such seemingly valuable data bases.

Understanding the Impact of Information Technology

Related to building BuyGrid data bases are questions about the impact of information
technology on organizational buying. Although innovative uses of technology to "capture" buy-
ers with direct computer links has been successful, the increasing adoption of EDI (electronic
data interchange) standards may reduce the opportunity for exclusivity between suppliers and
buyers. That is, a buyer can readily switch to a new supplier as long as both are EDI compatible.
Clearly, as electronic commerce and its various manifestations becomes a reality, how will buy-
ing situations and marketing decisions change? For example, if the Thomas Publication's CON-
NECTSUS service becomes ubiquitous, will this be the only way to communicate with potential
buyers, or will more traditional marketing tools be valid as well? Once a relationship is estab-
lished will straight rebuy situations dominate, even with EDI compatibility, or will traditional
competitive buying patterns return? In terms of market research, it would seem that greater op-
portunities for assessing direct response will be available over electronic networks. However,
will industrial buyers be willing to share data with suppliers or third party reporting agencies?
That is, a selling firm may know they lose a sale, but will they know to which competitor(s) they
lost? Will market share data be available to major competitors?

Another dimension of information technology is the impact of interactive video. Will the
availability of economical two-way televised conference meetings increase buyer-seller interac-
tion? Will it increase out-sourcing among buying organizations when they realize they can work

with co-located partners in other regions or countries? What impact will interactive video have
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on the sales process, on new product development efforts, or on market research opportunities
(e.g., interactive focus groups with buying teams from multiple plant locations)?

In effect, because of the increased amounts of potentially available shared information
will we see dramatic changes in buying processes? If so what will they be? Will we see an en-
tirely different buying situation in which the first question asked is whether or not the buyerisa
partner rather than whether they are in a straight rebuy or new task buying situation? In either
case, we know little about the purchasing dynamic and the impact of increased information tech-

nology on it.

Global BuyGrids

With emerging markets in Eastern Europe, Russia, China, the Middle East, Latin Amer-
ica, and other parts of the world, imbalances in wages, income, labor skills, and other factors will
continue to influence the development of a global economy. As the opportunities for global
buying and selling dramatically increase, so too will problems. In particular, managing the pur-
chasing function will become increasingly global. New methods and procedures may be adopted
by potential buyers that will impact the operationalization of the BuyGrid.

For example, consider global logistics and the problem of managing a supply chain with
components manufactured in multiple locations, sub-assemblies in other locations, and final as-
sembly in yet other locations. The potential buyer is faced with the problem of deciding what
will be the optimal corbinations of global suppliers, delivery systems, inventory methods, and
so on, to produce the best quality product at the lowest cost? Further, how should products be
designed or redesigned to capitalize on global purchasing opportunities? In order to compete as
a potential supplier, it may not be enough to know simple specifications and wait for the oppor-
tunity to bid or respond to an RFP (even though that is what the buyer may only offer). Instead,
a broader picture of the buyer's design and delivery "optimization" problem may be necessary,
and this may require getting closer to the buying center earlier in the buying process to better un-

derstand the global dynamics of the buyer's global system of purchasing and legistics.



24

Also, the problem of glebal vs. local buying becomes very difficult for large geographi-
cally dispersed organizations. Very often, remote plants may circumvent central purchasing pro-
grams and buy locaily. This supgests the need for research to better understand the motives and
rationale for global vs. local buying. For example, consider the possible purchasing combina-
tions from just the following aspects of buying:

e Product type: (commaodity, engineered part or component, supplies)

= Setting specifications (globally, locaily)

+  Qualifying vendors (globally, locally)

* Negotiating purchase contracts (globally, locally)

Which of the 24 possible purchasing strategies should be followed and what organizational, cul-
tural, regulatory, or other behavioral issues might be involved that might explain their likelihood
of being adopted in local plants?

Making the BuyGrid Work for the Customer

Given the relatively complex and dynamic environment faced by business organizations,
one might suspect that they are coping with defining their organizational buying processes for
competitive advantage. In particular, if a firm is downsizing and undergoing business process
reengineering, it will almost certainly be revising its purchasing function. An important relation-
ship-building role for an aggressive supplier then, might be to assist a potential buyer in structur-
ing their purchasing process -- perhaps along the lines of the BuyGrid model.

The impact of changing business processes within organizations has provided an oppor-
tunity for third-party consultants to develop corporate procurement management services. For
example, in 1994, Price Waterhouse and Analytics, Inc. formed a strategic alliance to offer pro-
curement management services (including software) in response to increasing demands from the
business community. Few business organizations have treated procurement with the necessary
professionalism that will give them an advantage in highly competitive markets. As stated most

succinctly in the PR Newswire Financial News, dated August 11, 1994:
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Large companies are aggressively trying to achieve greater leverage over purchasing t0
obtain bottom line benefits that can amount to tens of millions of dollars annually. But
few have the necessary information or infrastructure to achieve that goal. Following the
1980's hey-day of corporate restructuring, large staff functions have become a thing of the
past even as systerns are increasingly antiquated. . . At the same time, the process of pro-
curement has become inordinately complex. Supplier growth is unchecked; supplier ca-
pabilities are underutilized; even when companies try to develop supplier networks, these
networks can deteriorate without the proper policies, procedures and organizations in
place.

Such services are not difficult to sell because they can often be easily justified with substantial
cost savings to potential buyers. What therefore remains as an important topic for future research
is the impact these third-party procurement services will have on buyer-seller relations. Will
suppliers find that they are trying to satisfy some third-party software algorithm rather than build
a relationship with a potential buyer? Will the BuyGrid model become irrelevant, or will it be so
formalized that it will cease to be of value in understanding buyer behavior? If suppliers don't

help potential buyers structure their buying processes, third-party providers certainly will.

The Sales Force and Integrated Marketing Conmmunications

Despite the emergence of a variety of electronic commerce possibilities, advertising on
the World Wide Web, and other forms of communication, personal selling remains a highly ef-
_ fective way for a firm to understand buyer needs and communicate marketing programs. This is
especially true for new task buying situations and for highly complex products and services.
However, the traditional view of the sales person communicating with the purchasing agent may
be an outmoded view of the sales process.

Given the more dynamic market conditions considered above, more in-depth understand-
ing of potential buyers, especially key accounts, is required. This will often mean developing a
"selling team" to meet with the "buying center" with multiple communication links between or-
ganizations, The sales person's role changes from selling to coordinating a sales team. The sales
person becomes a member of a functionaily integrated organizational team that works with the
buying center throughout the various phases of the buying process for a particular product or

service. Notably, for large organizations, multiple buying centers may have to be managed. This
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view of the sales person is more akin to the account representative in an ad agency/client rela-
tionship than the traditional buyer/seller relationship. In addition to communication, the selling
team can also perform the data collection function to build a BuyGrid data base.

The concept of the selling team must therefore be integrated in at least four major ways:
functionally within the selling organization, with the buying organization, with data collection
activities and decision support efforts, and with other marketing communications. The latter is
critically important in more complex and rapidly changing business environments. As noted,
buying center participants can be co-located throughout the world; thus hidden influencers in the
buying process abound. Identifying and coromunicating with these influencers requires a more
fundamentally integrated marketing communications effort than simple selling provides. Adver-
tising, electronic mail, electronic commerce opportunities, trade shows, direct mail, promotions.
and other forms of communication are essential to create an impact in todayis noisy and uncertain
business environment.

Unfortunately, little is known about the impact of integrated marketing communication
efforts on organizational buying processes. How are such efforts perceived by members of the
buying centexr? Are they cost effective? What is the right mix of media to create the desired im-
pact? How effective are such efforts in turning a straight rebuy into a new task situation for a
firm? How do you coordinate such an effort on a global basis? These questions are similar to
those one would encounter in studying traditional consumer marketing communication effective-
ness, however the complexity of the buying center and high stakes in the purchase outcome are

often quite different, and may require guidelines from research to better understand.

Impact of Highly Interactive Relationships

As business environments have become more uncertain and the need for more rapid mar-
ket response is necessary, a variety of highly interactive relationships between and among firms
have emerged, Consider joint ventures, acquisitions, or otber forms of merging that are often

implemented to gain access to opportunities more quickly than if pursued alone; 1o reduce the
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risk associated with a large development program; or to insure the development of industry stan-
dards. What are the impacts of joint ventures and acquisitions on corporate purchase processes?
In particular, how are such processes joined (if at all), and what happens to purchase influence
patterns in the new organization? Does a new interactive relationship imply a whole set of new
task purchase opportunities for challenging suppliers?

As noted above, because of more dynamic business conditions, suppliers and buyers will
often develop close working relationships, some which involve formal or informal partnering.
However, little is no about how such relationships work and what their impact on buying proc-
esses are. For example, what are the criteria that a supplier might use to implement a “supplier
development program?" How should supplier performance be tracked to better mdemﬁnd how,
when, and with which suppliers should such programs be developed? Although one might ex-
pect suppliers to embrace such programs, the balance of costs and benefits may not be as clear as
one might expect. What are the criteria and decision process a supplier should use before enter-

ing such an arrangement?

Conclusions

Organizational buying behavior is an inherently complex process. The BuyGrid model
provides a very useful framework, albeit at a high level of abstraction, to begin to diagnose and
manage this process for competitive advantage. Twenty-five years of research and experience
with the model suggest that its uﬁderlying dimensions are valid, however its generalizability un-
der a variety of market situations is not yet completely understood. Thus the model plays the
primary role of organizing the first systematic step in understanding a potential buyers behavior,
but more specific inquiries that are situational will be required. Nevertheless, we expect its con-
tinued use as a diagnostic tool, and hope that future research takes into consideration the impact
of complex and dynamic conditions in the business environment to further test its assumptions

and establish its future value.
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Figure 1

Publications on Organizational Buying Behavior:
Six Journals from 1971-1993
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The BuyGrid Model
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Marketing Strategy Variables and the BuyGrid Model

Market Position

Marketing Strategy
Variables

Incumbent

Challenger

1. Business strategy decisions

Keep purchase as a straight rebuy, espe-
cially among key customers (large and
leading edge accounts)

Find levers to make pur:hase amew task
or modified rebuy - especially among
leading edge firms

1. Segmentation decisions

Segment within the organization (zcross
organizations) to find unmet needs

Segment within the organization (across
organizations) to find vulnerabilities --
esp. leading edge

3. Positioning decisions

Reinforce corporate and brand identity
on current strengths to key buying center
participants

Position corporation or brand as capable
on vulnerabilities

4. New product decisions

Tweak product features, add services to
"capture" satisfied buying influences and
mollify others

Design new product to meet needs iden-
tified in vulnerabilities

5. Pricing decisions

Be prepared to cut price to ward off
challenger — or add significant value in
other ways :

Offer significant value to overcoms

transaction costs -- €.g., lower price for
standard components

&. Channel decisions

Find value-added opportunities within
channels -- maintain and build channel
relations

Find value-added opportunities within
channels -- build relations with channel
members

7. Advertising decisions

Emphasize corporate and brand image --
especially to end users where possible
(e.g., Intel Inside)

Focused advertising on disgruntled key
influencers -- e.g., emphasize special ex-
pertise

8, Sales force decisions

Hand-holding sales efforts; vigilance to
competitive offers

Aggressive team selling effort, especially
among disgruntled buying influences
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COMMENTS RE: “BUYGRID MODEL : 25 YEARS LATER”

')./It’s not obviocus to me who the target audience is. | think that sales and
purchasing professionals wouid find the article a tad cumbersome because of

j‘g’, Oyé“‘;y& the extensive academic referencing and would not recognize much “new
news".

‘(} \y QOverall, | think the mode! is appropriately descriptive at a high level of
& aggragation, but far too general to be useful at a practical / action Tevel. The

j,u‘x ) Buyirgprocess has become much more segmented. | agree with p.5
S (,p "inherent complexity”

/ Qbviously, there are several other ways to segment the buying processes,
€g.

¢ ltem type ... &.9. commodities
¢ ltem complexity ... €.4. engineerad parts vs. supplies
¢ ltem value ... 8.g. low value supply items
¢ Where used ... by product, by geography
¢ Rate of obsclescencs
0 Supplier population ... Fortune 500 or “locals’, certifiable suppliers
4. Probably the major discriminating classification for purchased products at
B&D is by commedity type .... establishes the locus of organizational control

and the process for qualifying a product for purchase.

¢ Commodities : itemns like plastic, mstals, nicad batteries and elsctric

P \‘ﬂ corgdsets that are used in many products, often on a global basis ...
/ o purchase contracts are negotiated globally (to accrue volume purchasing
\/ leverage), but sumetimes impiemented locally.
¢ Engineered parts and components : items that are mors specification-

oriented by preduct or geography ... these are always qualified cantrally,
but may be purchased iocaily -
.\U—-—:—————.h.a—\

¢ Supplies : bulk purchased materials (e.¢. screws) that conform to
specifications but are relatively gsneric ... thess are cften bought locally

5. 1think thers is a "medified rebuy” ... it's when an item I@
consideration.
C {s "’P gnyﬁ, 4
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COMMENTS RE: “BUYGRID MODEL : 25 YEARS LATER”

8. Most major retailers perform regularly scheduled reviews of their shelf
assortments (“basics") ... crealing an open season for new listings and
replacemants

7. Don't underestimate the frequency that items are rebid or reconsidered, i.e.
don't overestimate “creeping commitment” -

/ o Lopez Effect (below)
¢ Retailer annual basics' reviews
0 Value engineering processes
8. Don'tignore the " effect”
\/ ' ¢ Mandatory year-lo-year price reductions and productivity improvements
¢ Frequent re-opening of supply arrangements for compstitive review ¢ g ALty oza,g/ _

9. Supplier rationalization has been a priority at most companies, i.e. trying to
reduce the number of authorized suppliers.

0 Previously, it was easier to be “qualified” as a supplier since companies
were most interested in piaying multiple suppliers against each other for
price concessions.

¢ Still, companies are reluctant to have exclusive purchasing arrangemsnts,
in part because supply discontinuities can cripplie a JIT scheme.

10. Logistics management is becoming a critical {(mandatory) evaluative criteria.

As a result, suppliers must often

¢ Complement their sales people with dedicated logistics personnel who
insure a continuous supply of JIT items

0 Store inventory ¢losz to Use locations (factories) or provide consignment
inventories that aren't billed until used

" 11. Re: high supplier switching costs ... many (most) supgliers are ready and
willing to subsidize the costs of changing over

/12. | agree that mors pecple are getting involved in the buying process,

especially at the fronternd ... but you may be underestimating how long the
"group” has influence, e.g. muitifunctional review of engineering changes.

KEN HOMA 4/26/96 BRGTOWNRHTFURCH DOC PAGE 2



AFR 26’26 2912%5aM BAD ExEC OFC LCEEY 2 .2rD

COMMENTS RE: “BUYGRID MODEL : 25 YEARS LATER”

/ 13. More companies are becoming savvy re: total cost versus price, &.9. life
cycle costs, quality, ete.

4, Consider the impact of ISQ2000 and other vendor certification programs ...
an important variant of branding

$ B&D has & thorough "Supplier Development Vrogram” that qualifies
vendors based on their operations (mini-Baldridge sort or reviews) and
works with underachievers to shore up processes te qualify”

. Product Data Manacer may be the most significant ce in information

15
technology that is reigvan rghasing. Provides an on-ine, real time
\/&S\V repository of engineering / parts Info to facilitate speedy approvals, increased
! s

standardization and total cost evaluations. (Note : there was a recent article in
Fortune describing the functionality).

-16. Suppliers {non-incumbents) are increasingly required to buy their way into
(/ accounts through slotting allowances, "buy back” of competitive invertory or
other conversion payments. ‘

- #17. ED!I standards have made the electronic interface between customers and
/ suppliers fairly routine. 8o, it's more difficult to lock an account ala American
Hospital Supply's program.

18. MRP Il systems handle much of the rebuying task without human
/ intervention.

/‘ 19. More companies have installed monitering processes to track supplier
performance re: ontime delivery, quality, etc. Performance slips ¢can motivate
a reapening of supply arrangements.

20. Ciient server technology hasn't necessarily decentralized purchasing. To
the contrary, data bases are usually maintained / controlled centrally.
/' .

/ 21, Volume purchasing incentives are often provided to motivate purchases

across a product line ... the depth of discounts is rarely limited to the pure
economics of scale

22. Globalization / worldwide purchasing adds massive complexity and some
threats / opportunities. information systems are now able to capture and
raport globai usage, facilitating cansolidated purchasing.

/ 23. Still, remote locations (e.g. plant sites) circumvent central purchasing
programs and buy locally.
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COMMENTS RE. “BUYGRID MODEL : 25 YEARS LATER”

24. Most rrﬁ_e%il’ar_bgy%g organizations formally split the purchasing process
betweer! head buyets or merchandise managers who select products for
listing and “rebuyers” who handie the logistics and inventory management,

N

" 25, The are numerous computer models that previde inventory managemant /
analysis and automaticaily reorder products according to predefined decision
rules,

26. Engineering changes that are implemented after a product has already besen
released into production looks a lot like a8 new itemn decision, including an
approval process and multifunctional involvement.

CONNECTUS ... be sure to validats it befors referencing i@

™

ecent performance history. Ford is generally considered the best of the best.

28, n't think I'd use Apple as an example ¢f efficient processes, given their :
’ btk o dode
29. | disagree re: “Large buyers find that they cannot use their purchasing

/ 27. Neither | nor any of the B&D purchasing people | spoke to have heard of
\/ leverage effectively” | n Je B,..-b,

/ 30. Suppliers are increasingly being included on product design teams.

Suppliers will often provide prototypes or pre—productwn sampies to help cut
/ development lead times

J’i .

" 32. Companies are tontinually trying to shift investiment and costs back to
suppliers, so activities like on-site engineering support is becoming an
expecied offering

partnerships and ailiances tow ngacardh wechis~

34. Potentially interesting area for research might be !

/ i .
/ [ 33. You could probably do a lot more on the nature of Suppherl buyer

¢ Supplier development programs : qualifying, tracking and snhancing the
perfarmance of suppliers

¢ The pendulum that swings between partnerships and Lopsz-style arm's
length relationship

¢ More rigorous treatment of the challanger / incumbent prescriptions

35. 1 may have a contact or 2 for you if you dacide io dive into the area deeper
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% m“&m GLOBAL PURCHASING

PRE-1991 1991 - 1994 EMERGING
OBJECTIVE SUPPLY CONTINUITY NEW PRODUCTS, COST REDUCTION
COMPONENT
QUALITY LEAD TIME
REDUCTION
RATIONALE ERRATIC PRODUCTION STABILIZE BASE REAP THE BENEFITS
PLANNING
OVERPOPULATED/LOW SUPPORT BUSINESS  MAJOR POTENTIAL
QUALITY SUPPLY BASE STRATEGIES PROFITS SOURCE
SUPPLIER LOCAL RELATIONSHIPS “FUSION” ADVANTAGEOUS
STRATEGY RELATIONSHIPS
IMAGE CLERICAL/SUPPORT ROLE EMERGENCE AS PEER INTEGRAL PART OF

AMONG PROFESSIONS MANAGEMENT PROCESS &
CONTRIBUTOR TO
BUSINESS PROFITS




4 BIAGKS.DECKER

GLOBAL PURCHASING

IN 1991, COMMODITIES PURCHASING IN TOWSON MERGED WITH SITE PURCHASING

ORGANIZATIONS IN THE THREE USPT LOCATIONS AND ASHEBORO WITH RESPONSIBILITY FOR
100% OF THE USPT/ASHEBORO ANNUAL PURCHASES

BEFORE

. SEPARATE BUYING ORGANIZATIONS
BY FOCUS FACTORY OR SITE

+ - BUYING PERSONNEL WITH STRONG
IDENTITY TO SITE WITH MINIMAL
FORMAL PURCHASING TRAINING

. HIGHALY FRAGMENTED, PLANT
SPECIFIC SUPPLY BASE WITH
INCONSISTENT PERFORMANCE

- EMPHASIS ON FIRE FIGHTING
AND MATERIAL EXPEDITING

AFTER

CONSOLIDATED MULTI-PLANT
COMMODITY BUYERS LOCATED IN
TOWSON OR SITES

PURCHASING OR TECHNICAL
PROFESSIONALS WITH STRONG
EDUCATION AND/OR PURCHASING
EXPERIENCLE

RATIONALIZED SUPPLY BASE WITH
CONSISTENT QUALITY DISCIPLINES

CONCENTRATED EFFORT ON QUALITY,
RELIABILITY AND LEAD TIME REDUCTIONS

“rost e Funciies

'om'ummnon DEVELOPMENT

:,-;,“:' .v.
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GLOBAL PURCIIASING

1994 - 1998 STRATEGIC PLAN
KEY ELEMENTS & GOALS

CONCENTRATED PURCHASING EFFORT

1

I l 1 ]
| ToTAL QUALITY PROGESS | [ouick RESPONSE | | [NEW PRODUGT DEVELOPMENT [ TOTAL COST MANAGEMENT |

. Supplier Development . Supplie) Awareness | . Expanded Role for Purchasing . Tola} Cost

Piocess . Shargd Goals with . Early Supplier Invelvement Measurement System
. Awareness/Skills Training Inierfacing Funclions . S&R . Assaociale Training

- lnicxrnal1 . Supply Chain Mgmt { . CAD/CAM . Supplier Awareness

- Externa "~ | . Tooling Strategy
. Zeso Defect Performance _ Project Mgt, System

l — ]
[SUPPLY BASE MANAGEMENT | [ ORGANIZATION DEVELOPMENT | [ INFORMATION JECHNOLOGY |

. Wocidwide Data Base

. Organization El{ectiveness

. Informalion Heeds Assessment

. Supplier Rationalization - Struclure . Architecture Development
. Supplier Development - Saif . Business Linkages
. Improved Communicalions - Management

. CuslomerfSupplier Relationships

. Pedormance Managemenlt Process



