
PURCHASING



The Role of the Buyer

• The terms used to describe 
organizational buyers

• How planning purchases differs 
between an industrial market and a 
reseller’s market

• The six-month merchandise plan and 
its calculations

• The concept of chain store buying

What you’ll learn . . . 



Organizational Buyers

• Buy goods for business purposes, 
usually in much greater quantities 
than the average consumer.

• Much of what they buy requires 
technical knowledge and knowledge 
of the operations of the firm, 
especially in manufacturing and 
service departments.



BUYERSTwo types of 
markets

Industrial
What kinds of purchases would the BMW 
factory be making?

Reseller



INDUSTRIAL MARKETS

• Buyers may be called 
purchasing managers, 
industrial buyers, or 
procurement managers.

They buy goods or services 
for use in the business 
rather than to resell them.



BILL OF MATERIALS

• The total list of 
all the 
materials 
necessary to 
make one unit 
of product.



Purchasing Manager

• Responsible for Material Requirement 
Planning ((MRP) which includes an 
analysis of when to make the 
purchases so they are available when 
needed.



RESELLERS

• Wholesaler and retailer operations 
that buy goods for resale.

• Buyer – person responsible for 
purchases.

Forecast customer needs
Buy the necessary products
They must plan far in advance of 
the selling season



SIX-MONTH 
MERCHANDISE PLAN

• The budget that estimates 
planned purchases for a 
six-month period.

Planned Sales Figure
Sales goals and last 
year’s figures.





BEGINNING OF THE 
MONTH INVENTORY 

• The amount of stock to 
accommodate sales volume.

• Last years sales in ratio to last 
years BOM.



END OF THE MONTH 
INVENTORY

• The BOM figure for any given 
month is the EOM figure for 
the previous month.



PLANNED RETAIL 
REDUCTIONS

• Reductions in the selling price and 
shortages of merchandise caused 
by clerical mistakes, employee 
pilferage, or customer shoplifting.

• An additional amount must be 
purchased to make up for the 
shortage caused by the reductions.



PLANNED PURCHASES

• Formula for planned 
purchases:

(Planned Sales + EOM 
stock + Reductions)-BOM 
stock =Purchases.



OPEN-TO-BUY

• The amount of money left for 
buying goods after all other 
expenses have been 
considered.

P – (Goods Received + Goods 
Ordered) = OTB



PURCHASES FOR 
CHAINS



CENTRALIZED BUYING

• Centralized buying – 
purchasing for all 
branches in a chain store 
operation, usually in a 
central location.

Creates a unified image 
through identical 
products in each store.
Quantity discounts.
Can relocate stock to 
accommodate needs.



DECENTRALIZED 
BUYING

• When authority for 
retail decisions is 
made at low levels in 
the organization. 

• Each store or region 
buying for their 
stores.



GOVERNMENT MARKETS

• Federal , state or local 
agencies  responsible for 
purchasing goods and 
services.

One of the largest single 
markets for retail goods and 
services.



INSTITUTIONS

• Schools, colleges, 
churches, civic clubs, and 
hospitals.
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