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ORGANIZATIONAL BUYING: SUPPLIER EVALUATION CRITERIA
- FOR STANDARD PRODUCTS

by

SUBHASH C, MEHTA --. RAKESH KHURANA
and HS CHHABRA

ALl organizations, including buginess firms, must purchase
goods and services to conduct their affeirs, They constitute the
single most important ssgment of buyers and ﬁhua'nrganizationql
buyer behaviour has emerged as an important field of atudy.l Orga-
nizational buying process is highly complex and inwlves several
considerations for making purchase decisions,z Responsibility
for organizational buying is often shared by several functionaries
with delegated authority, Purchasing parscnhel, however, do play
an important rele in the buying dscision process, Their svaluation
ﬁf eﬁppliers is most likely to inflﬁence the final choice 6? the
suppiying company.3 Though the rols of different.departments
in the purchase of various products like capital equipmant,
off the shelf items, materials and suppliés, etc,, varies

' considerably across organizations, the purchase department is
waually dnvolved in locating the possible source of supply

a
end for conducting a qualitative analysis of potential suppliers,

It is for these réasons that merkaters must improwe their
undarstanding of the choice criteria considered mast impartanﬁ
by the purchasing sxecutives for evaluating suppliers, qince
buyers can and do erticulate the reaeons far lﬁaking a choice,

it can be inferrad that the choice criteris exiat.5 Not much
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work has been done in India for studying the organizational

buying‘behauiour. Since the market conditions are quite

different in India 8s compared ua United States and sthep

western countries, the impor tance pttached to different

criteria is likely to be different.in our context. Hance a study

was undartaken tg understand the relative imporfance of various

supplisr attributes as perceived by purchase exscutives in Indja,

The findings on the importance attached to differsnt criteria

for evaluating alternate sources of supply have important

implications for marketers in designing effectiwe marke ting

strategies for dealing with organizational buysrs in India.
Another ohjective of the study was to find out whether there

were any significant differences in the perceived importance of

aubplier attributes when the evaluation was done by top purchasing

executives as compared to other levels of purchasing perscnnel.

The findings could help in designing marketing strategies specific

to the hierarchical positions of the purchasing executives if such

differences in perceptions are found to exist,

THE STUDY

I —

) The study was basically designed to improve our understanding
of criteria that are impprtant in selecting and/or evaluating
suppliers. A purposive sample of 500 purchasing executivas in
India, representing a cross-saction of differsnt induatriis, wers
contacted through a mail guestiennaire, In all, 173 complﬁted
quastionnaires mere receiveds The questionnaire was designed in

two parts, First one saught background information about the



responding sxecutive, his job and his company, In the sscond
part tha‘raspondent was asked to rate, on a saven point
semantic differential scale, each of the 65 attribut936

which were identifisd as most relevant supplier characteristics
considerasd important in selecting vendors for standard items.7

RESPONDENT CHARACTERISTICS

The average age of the respondents in the study was
40 yéars. 69% of them being in the age group 30 te 50 yepars
with 15% below 30 years and another 15% above 50 years of age,
Average total experience was 14 years with about 9 Years in tha
purchase department, 65 percent of the respondents had 5 to 20
years of experience in purchase department with 32% having less
than 5 years and 3% more than 20 years, tighty nire percent of
the respondents were degree holders or had some technical or
professional Qualifications. Six percent of respandents had
education levels below undsr graduate while about 5% did not
spacify their academic qualifications, 23 percent of the
respondents had backgrounds in arts and commerce, 13% in
science, 31% in engineering, 1% in cost accounting and 21% had
managéhent backgrounds., The remaining 11% had either ganesral
education below the graduate level or did not specify their
educational backgrounas. Forty nine of the responding executives
uere tha‘heads of the purchase departments in their respactive
companies and the remaining 124 were other senior level}

purchase executives, mostly just below the purchasing heads,



BESPONDENTS! ORGANIZATIONS
Tha sales turnover of the companies to thch the respondents
belonged was from Rs. 5 to 20 crores in 38% of cases and Rs.20 erores
and aboué in 41% of them with the 21% below Rs.S crores salas
group, The overall average sales turnover of the responding
companies was Ra.15 crores, In 67% of them, the total company
purchases formed 30 to 69% of the sales turnover with another 4%
each in fhe range of 20-29% and 70-79% purchase - sales ratio,
Purchases formed less than 20% of the sales revenue in 6% of the
companies and above 80% in 19% of the responding companies,
The overall average expenditure on purchases as a part of sales
turnover was 60%. Sixty percent of the companies belonged to
Private sector, 34 to public sector and tha remaining 6% were
from co-operative and joint sector., Tha industry profils of the

responding executives' organizations jis given below:

%

Consumer products (non-durables) 15,67
Consumer durables . 8,67
Light engineering 9.83
Heavy engineering ‘ 2,3
. ElachiCal equipment 5.78
Electronics 2,89
Chemicals . 12,14
Industrial supplies 10.40
Dthers 32,37
100,00

|
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RELATIVE IMPORTANCE OF ATTRIBUTES

All the 65 attributes have been listed in Table 1 after
grouping them into six sub-haadings starting with variables with
highest mean ratings within each group for all the 173 respon-
dsnts, Alongsida are given separately the mean importance
ratings by 49 purchasing heads and 124 other level purchasing
executives, The last column in the table gives the averall
rankings of the Qarious variables,

The top fifteen attributes, considered most important
by the purchasing executives are: reliability in quality,
delivery, honesty in dealings, regularly meating quality
spaecifications, delivary without too much of follow up,
competitive prices, help in emsrgency situations, cooperation
in unforeseen circumstances, keeping promises, guick delivery
when needed, handling rejections promptly, price protection,
direct socurce of supply, favourable reputation, and prompt reply
to communications, fha means for these variablas rangs
from 6.51 to 5.44 on a seven point scale. The high importance
attached to these variables can bs well understood when we

-
look at the background of the purchasing personnel and the
amount of work they have to handle. The background data
reveal that purchase; by the responding companies constitute

almost 60% of the salss turnover. Naturally the purchase

executives do not want to bother too much about the
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purchase of standard items and want to get the right goods,
of the right guality, at right price, at the right place,
without too much of follow up and Qith full cooperation of the
suppliers. This asccounts for high importance ratings given
to attributes like direct source of supply toc avoid delays,
and favourable reputation, which is an indicator of less
worries to the purchase executive in case of standard products
to enable him to dewote greatser timea amd energy on non-standard
or custom built products where very close liaison between many
departments of the buyer company with the seller is required at
various stages of design or exscution of the orders.

The least important 15 attributes were: providing help
in preparing prebid specifications, affiliation with the company,
helpful in providing special handling equipment, baing a large
firm, potential to expand capacity, providing information through
advertising, having research and development facilities, giving
information through promotional activities, utilisation of
effective selling methods, accepting small order quantities,

recommendations of other departments, credit for scrap or
-

salvage, 'supply of special reports, adapting to specific nesds,
and having high qalibpe management, The mean importance ratings
of these attributes rénge from 2,99 to 3,89 on a saven point
scale with seven as extrumely important. The reasons for low
score are not far to seek. More often than not thesa standard

products are repeat purchase products with pre-specifiod materials
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and quality. Ffor example, guestion of prebid specifications

arises only in case of highly complex, high cost, high technology,
relatively unknown or unused plant and machinary'and not in case of
products bought freguently or available readily from the markat

for general use, Similarly, many other attributes become
relatively unimportant for standard products because of thas
inhgrent nature of these products.

THE SIX ATTRIBUTE GROUPS

Convenience Related Attributes

In Table 1 all the 65 attributes have been grouped under
six major headiﬁgs. Under the convenience related characteris-
tics, first five variables have a high importance rating, the
rank order of their importance bsing Sth, 10th, 11th, 13th, and
15th among all the sixty five variables included in this study,.
Other variables are ranksd less important. For standard products
the important convenience related attributes are delivery without
constant follow up, gquick delivery at short notice, guick
adjustment of rejections,; lack of too many intermediaries,
direct source of supply, which in turn is related to quick’
da&ivgrf’without much follow up, and prompt communicatians,
The basic reasoning is that in the case of direct source of
supply euérything will work out faster as compared to an indirect
source, the whole objective being to select suppliers who are
more convenient to handle and which do not consume too mgch |

of the purchase executive's time, This also accounts for low
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priority or importance given to attributes like supplier

accepts small arder quantity, allows credit for scrap or adapts
to ;pecific needs or anticipates requirements or offers broad
product line or advises on potential trouble, etec. These
attributes add less to convenience and hence have been rataed low.
Also quite often, there are multiple sgurces of supply for many
standard ppoducts, along with lower per unit cost as compared

to custom built products., Hence sttributes like acceptance of
small orders, adapting to specific needs, broad product line,

and advice on potential trouble get a comparatively low rating.

Calibre « Capacity Attributes

These are again more important for custom built products than
for standard products due to the inherent nature of these products,
The attribute which is considersd most important in this group is
"regularly meets quality specifications” with a mean importance
rating of 6.14 and is ranked 4th in importance among the &5
attributes., It is guite understandable becsuss whatever be the
type of product, the supplior must meat quality specifications,
Next in importance are attributes like "maintains up-to~date stock",
="has.5ood packaging, including packing slips", etc. Other
attributes in this group are ranked somewhere betwesn 42nd to 63rd
place. 0n the whule,:calibra - capacity attributes received much
lower mean importance ratings as compared to all other groups

except the attributes under the inter-corporate relatidns factor.
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Economic = Financial Attributes

Tha seven attributes under this group received ranks of
&, 12, 14, 18, 21, 23 and 31 with a ratings range of 5,98 to 4,79,
Thasa attributes covered supplier capabilitiss regarding competi-
tive bricés, price protection, extended payment terms, volume
discount, lower price, high cash discounts and favourable
financial position, E£conomic and financial attributes generally
received higher importance ratings when compared with service
related attributes, calibre - capacity sttributes and also
inter-corporate relations attributes. This is probably bscause
of higher share of standard products among the total purchases
of the organizations,

Image = Dependebility Attributes
O0f the totsl of thirteen Imags - Dependability Attributes,

quite a few received high mean importance ratings. As many as

thres most important attributes {with overall rank of 1,2 and 3

respectively), namely, raliabiliﬁy in quality, delivery and

honesty in dealings formed part of this gréup. A few othar

suppliar attributss in this group like "keeps promises"; has a
'fauoﬁ;able reputation”, and "offers well known rands or

products" also received high rankings., Attributes with lowest

ratings in this group were; is a large firm, utilizes

effective selling methods, maintains fawourable labour-management

relations, is a progressive firm and is a well Known ﬂirm.. These

attributass got overall rankings batween 39 and 62 with mean
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importance ratings in the range of 3,32 to 4,28, The reasons

are not far to seek. Whatever bs the type of product, quality,
delivery, honesty in dealings and keeping promises are always
important supplier attributes and, thereforas, thay get the
highest ratings of 6.51, 6.43, 6.21, 5.81 with importance
rankings of 1,2,3 and 9, Howsver, attributes like being a large
firm, supplier using effactive selling methods, stc. with low
importance ratings are not of any great significance for standard
products because of the inherent nature of thass products with
generally many sources of supply and easy commercial availability,
These factors become more important when we are looking for
suppliers of plant, machinery and other sophisticated equipment
supplied to specific requirements,

Inter-Corporata Relzstions Attritutes

There were in all six attributes under this hsading and these
received mean ratings ranging from 4.62 to 3.32 :and rankings
somewhere between 32 to 64. All these attributes were generally
considered as having little importance. Iter-corporate Raletions,
thus, turned out to be the least important factor for standard

-

*products purchases.,

Service Related Attributss

There wers eighféen service related att;ibutas included
in the study and those that emerged important were: helps in
emargancy situation and willing to cooperate in the feke of
unforeseen circumstances. These mean importance ratings of 5,87

and 5,84 and rankings of 7 and 8 respectively.
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Insignificant ranks of 65, 68, 58 and 53 went to attributes
lika helpful in preparing pre-bid specifications, provides
information through advertising, provides information threugh
promotian éctiuities and supplies special reportes, which wers
part of the service related attributes group., Mean importance
rating for these four attributes ware 2,99, 3,45, 3.51 and 3.87.
It is largely because of the nature of standard products that
these attributus received low importancs ratings.,

RATING DIFFERENCES BETWEEN PURCHASING HEADS AND GTHER PURCHASE
EXECUTTVES

For finding significant differences in ratings on supplier
attributes as perceived by the two grdups of purchasing personnel,
a t-tast was performed on ratings given by the two groups and it was
found that the differences wers significant at .05 level only in case
of 2 attributss, namely, supplier ssells at lower price and has
knowledgaeable salesmen, The attribute concerning low-price was
considered less important whareas the attribute "has knowledgeable
salesmen" more important by the purchasing heads as compared to
other purchase executives. On the remaining sixty three attributes,
Lt-tas¥ revealed no significant diffserences in the perceiuéd importance
ratings given by the heads and other purchase executives,

COMPARISON OF IMPORTANCE ACROSS ATTRIBUTE GROUPS

Since attribute groups were formed with unegqual number of
attributes and some groups had as many as 18 uariables‘while othars
had as few as 6, a comparison of the overall maans of tha groups

for their relative importance would not be very meaningful since
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categorias with ﬁore variables might have some relatively
unimportant attributes included in them. It was, therefore,
decided to compare attribute greups from their ralative importance
by takiﬁg the average of the six most important variables in

gach category.B Such a comparison indicated that Image~Dependa-
bility group emergad as the most important category with top

6 variables giving an owverall average of 5,92, The order of
importance of other groups and their means for é top variables
were Convenience=related variables, Economig=Financial attributes,
Servicae~related attributes, Calibrew-capacity attributes and
Inter~corporate Relations attributes with 5,54, 5.38, 5.29, 4,73
and 3,98 as their mean ratings, respectively, As many as

4 variables with overall ranks within 10 belonged to Image-
Dependability category. Another 2 of the top 10 veriables
belonged to Convenience~related attributes group, Economice
Financial attributes group had one while Service-related attri=-
butes group had two such top ranked variables, Calibre=capacity
attributes group had only one of the top 10 ranked variables
while Inter=corporate relations group did not have any such
uari;Lle . It is thus clear that standard products are bought
primarily on considerations of Image-Dependability ﬁf the supplisr
with buying conuenieﬁca and sconomic=financial considerations as
other important factors, Factors relating to supplier service,

calibre and inter~corporate relations don't matter mukh for

such products,
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INDUSTRIAL MARKETING IMPLICATIONS

The study has measured the perceived importance of various
attributes for supplier selection in case of standard products,
Reasons for some attributes getting high mean importance ratings
and others getting low ratings were also analysed. These attri-
‘butes were then combimsd under six broad categories on judgement
basis and mean importance ratings of various attributes falling
under sach of these categories were listed in Table 1, starting
with the ones having highest perceived importance ratings. In
some of the categories, the attributes an the uwhole had lower
importance ratings than others, Based on these insights, a
marketer of standard goods selling to industrial organizations
can plan his marketing strategy, giving more emphasis to factars
and attributes which have come out to be more important. For
example, Image~Dependability, Convenience-Related and Economic—
Financial factors are more important than the other three,
Within sach ons of these, emphasis ought to be given to the
most important attributes. Taking the example of Image-Dependability
factorq the most important supplier attributes are: reliabls in
guality, reliable 'in delivery, fair and honest in dealings,
keeping promises, stc, Marketers who are able to match their
efforts with the attributes which have received higher mean
importance ratings stand a better chance of being chosegn as

suppliers.



Another major implication for marketers is that as far as
standard products go, the top purchasing executives as well as
other pu;chasing personnel have similar percaeptions on 63 of the
65 attributes rated for their importance. This suggests the
nead for adopting almost similar marketing strategy, irrespective
af the specific hierarchical levels held by the executives in the
purchase departments. The only difference being that the top
executives give lass importance to lower price and greater
importance to knowledgeable company salesmen of the suppliers as
compared to other lesvels of purchasing executives,

Moreover, the similarity of perceptions among various lsvels
of executives on the importance of various attributes for supplier
selection in case of standard products means that for such items
relatively little organizational conflict would occur and once the
purchase sxecutive has been convinced in favour of a supplier of a
particular product, the deal is more likasly to be clinched unlike
in the case of non=standard products like plant and machinery or
custom built products, where not only the different levels of
purcha§§ Bkecutiues may need to ba approached but also specialised
;ersonnel from other departments may nesd to be convinced regarding
tha choics of a supplier,

The study alsa indicates that the purchaso of standard items

is something which the purchase executives often want to routinize
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since purchase dapartments in Indiz are often undar-staffed
constituting on an average only 1% of all employses in Indian
organizations as compared to 1.5% in USA.9 Thus, the purchase
axecutives would generally look for simplification of their
decision making, particularly in case of standard products and
they would prefer dependable suppliers which can provide them a

certain degree of buying conveniencs,
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Jable 1

Mean Importance Ratings of Supplisr Attributass

Maan Importance Ratings

All _ Purcha=  Other Jvarall
Respon- sing purcha- Import-
dants heads sing ancs
(N=173) (N=49) exacu=  Ranking+
tivas
(N=124)
(1) (2) (3) (4) (5)
Convenisnce~Related Attributes
(a.80, 0.85)*
1. Delivers without constant
follow up ' 6.00 5. 94 6.02 5
2, Can deliver quickly 5.75 5,65 5,79 10
2. Handles rejecfionspromptly
and efficiently 5.69 5.78 5,66 11
4, Is direct source of supply 5. 49 5.12 5,63 13
5. Answsrs all communications
pramptly 5. 44 5.47 5. 43 15
6. Advises us of potential
trouble 4,41 4,47 4,38 36
7. Is located in close proximity  4.87 4,62 4,97 24
8. Offars broad product line 4,58 4.27 4,42 37
9. Anticipates our requirements 4435 4,61 4,24 38
10, Adapts to specific needs 3.7 3.8 " 3.95 52
11. Allows credit for scrap or
salvage 3475 3.94 3,67 54
12, Accepts small order guantities 3,58 3.65 3.55 56
3
+ Rank 1 means highest importance and &5 lowsst,

Figures in brackets give overall mean ratings for all the attributes
included in the factor and standard deviation, respectively,
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Table I {contd,)

‘Lalibre-cgpacity Attributes (4,29, 0.92)

1. Regularly meets quality

specifications 6.14 6.10 6.15 4
2, Maintain up-to-date stock 5.08 5,18 5,04 20
3. Has good packaging, including

packing slips 4,80 4,75 4,81 28
4, Has technical ability and

knowledgs 4.28 - 4,53 4,18 42
5. Has knowledgeabla salesmen * 4,10 4449 3,94 46
6e Has high calibre management 3,98 4,20 3.89 51
7. Has research and development

facilities 3,48 3,7 3,39 59
8. Has potential to expand 3.42 3,41 3,42 &1

9. Helpful in providing special
handling equipment 3,32 3,22 3,36 63

Economic-Financial Attributes (5.30, 0.42)

1+« Has competitive prices 5.98 6,16 5.90 6
2. Guarantees price protection 5,62 5,73 5.58 12
3. Offers axtended payment terms 5,45 5.29 5452 14
4, Offers v8lume discounts 5¢25 5.24 5¢25 18
5. Sells at lower price * 5,08 4,47 5431 21
6. Offers higher cash discounts 4,90 4,78 4.96 23
7. Has favourable financial position 4,79 4,94 4,73 30
Y

The importance ratings given by purchasing heads and other purchasing
executives were significantly different for theses two items at o = ,05,
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Table 1 {contd,)

1 2 3 4 5
image - Degpendability Attributes
1. Reliable in quality 6. 51 6.44 6453 1
2, Reliable in delivery 6.43 6.37 6.45 2
3¢ Is fair and hbonest in dealings 6.21 6,16 .23 3
4, Kesps promises 5.81 5.76 5.83 9
5« Has fawurable reputation 5,40 5¢ 55 5434 16
6, Offers well known brands
and/or products 5.13 5,37 5.04 19
7. Exhibits desire for businsss 4,82 4,71 4.86 25
8, Has favourable attituds 4,81 4,71 4,85 27
9. Is a well known firm 4,31 4,32 4,28 39
18, Is a progressive firm 4,15 4,20 4,13 49
1. Maintains favourable labour
management relations 4,08 4445 3.93 47
12, Utilises effective selling methods 3,54 3.43 3,58 57
13, Is a large fimm 3.39 3,57 3,32 62
Inter-Corporate Relations Attributes
'e Source has been used before 4,62 4,47 4.69 32
2, +Is a current supplier 4,23 4,02 4,31 43
3. Is known to our institution 4,02 3.65 4,16 49
4, 1s accepted by our other depts, 3.96 3.84 4,06 50
5« Is recommendsd by our other depts. 3.70 3,61 3,73 55
6. Is affiliated with our institution 3,32 2.98 3.45 64



{Thble 1 (cantd,) -20-

1 2 3 4 5
Service-Related Attributes (4.48, 0,77)
1. Helps in emsrgency situations 5.87 5.80 5.90 7
2, Willing to cooperate in the face A
of unforessen difficultiss 5.84 5.82 5.84 8
‘3, Bffers frequent delivery service 5.29 5.33 5.41 17
4, Offers batter warranties 5.02 4,80 S.11 22
5. Invoices correctly 4,82 4,78 4.B84 26
6, Provides nsaded information 4,80 4.84 4,79 29
7« Maintains consigrnmant stock at
vendor plant 4,75 5.08 4,61 31
B. Supplies parts lists and
operations manuals 4,51 4,27 4,61 33
9. Helpful in overcoming our
occasional errors 4,43 4,37 4,46 34
10. Maintains repair service 4,42 4,57 4,38 35
11, Makes salesman available as needad 4432 4,43 4,27 39
12, Maintains fraguent sales calls 4.31 4,49 4,42 41
13, Maintains technical service in
the field 4,20 4,45 4,10 44
14, Makas‘guailable test and
«demonstration modals 4,05 4,20 3,99 48
15, Supplies special reports >.87 3,43 3.58 53
16, Provides informmation through
promotional activities 3,51 3.63 3.47 58
17. Provides information through
advertising 3.45 3.43 vy 3,45 60
18, Helps in preparing pre-bid
specifications 2,99 3,10 2,94 65




