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Resume

The structured purchasing procedures and documents facilitate
the purchasing process. The reason for having the purchasing pro-
cedure, which describes the purchasing process with purchasing
activities in it, is its ability to provide a framework in order to ac-
complish the activities efficiently and effectively.

Each organization is unique and operates in the specific indus-
try with various characteristics, different purchasing activities in
the existing purchasing models should be analyzed in order to find
the best suited one to the organization. All the models involve mar-
ket study as one of the prime importance component in purchasing
procedures. Generally, the market study normally is done when the
purchasing is identified and the supplier selection process is ongo-
ing, but before the supplier negotiation process begins.

Due to the fact that purchasing price of raw material determines
60% of the final product price. It is of critical importance for the or-
ganization to have a best offer for the product on the market.

Key words: Purchasing, Purchasing Structure, Purchasing Struc-
ture Components, Market Study, Market study for Purchasing, Buy-
er’s Market, Seller’s Market, Equilibrium Price.
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Weele (2000) states that both buyer and seller operate in the
same market, where buyer is the demand side and seller is the
supply side. As stated by Lysons and Farrington (2006), economic
theory shows that demand and supply are balanced by the influ-
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ence of price, the equilibrium price indicating the point at which
demand and supply are equal (Figure 1). When demand exceeds
supply, prices tend to rise and this market is called as seller’s mar-
ket. Contrariwise, prices tend to fall when supply exceeds demand
and the market is buyer’s market. For the purchaser’s point of view,
the ideal situation when searching for certain product would be the
Buyer’s market situation, the fare situation would be equilibrium
price when Seller’s market and Buyers market meet in harmony, the
worst situation for the purchaser is when market situation is shifted
to Seller’s market.

Dy
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Seller’s market Buyer’s market

Supply

Demand—> P,

Figure 1. Supply, demand and equilibrium price (Lysons and
Farington, 2006, p.435)

Weele (2000) states that knowledge about the market facilitates
decision making process for industrial purchaser exclusively while
purchasing raw materials. Market condition can be different, due to
time, prices, actors on market and economic situation. The charac-
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teristics and dimensions of each market from supply side are shown
in Table 1.

Types of situation in market

Pure Com- Monopolistic

petition Oligopoly Competition munorly

None None Some Unique
Many Few Many to few Some
Small Large Large to small None

Comph.tely Kinked de- Either Either
elastic mand qurve
Either Inelastic Either Either
None Gt Some Complete

care)

Table 1. Important dimensions of market situations
(Perreault and McCarthy, 2003,p.466)

The pure competition can be discussed as an ideal state for the
market, according to Perreault and McCarthy (2003) the pure com-
petition is market situation which arises when market has:

v" Homogeneous products;

v' Large number of buyers and sellers, which are aware of
market;

v Easy access for new customers and companies.

—_
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A market is oligopoly when there is more than one but still few
suppliers in the market (Hirshleifer, Glazer and Hirshleifer, 2005).
The oligopoly according to Perreault and McCarthy (2003) appears
when market has:

v" Homogenous products;

v Relatively less number of sellers;

v' Fairly inelastic industry demand curve.

Monopolistic competition is a market structure where:

v' Products produced by sellers have little differentiation;

v" Producer is able to set its price without affecting market as
a whole (Perreault and McCarthy, 2003).

On the other hand, there is monopoly- which is discussed as mar-
ket situation when:

v" An industry contains only one company;

v If the company can drive out competitors by lower produc-
tion prices then it becomes natural monopoly (Hirshleifer, Glazer
and Hirshleifer, 2005).

From the demand side market can be pure competition, oligop-
sony and monopsony. Pure competition is same the market struc-
ture for both demand and supply side. Oligopsony is the market
when there are not enough buyers for product, in other words mar-
ket lacks of demanders (Kim, 2004). Monopsony, on the other hand,
is when one buyer faces many different suppliers, i.e. market with a
single buyer (Boal and Ransom, 1997).

Decision making process regarding the purchasing can be com-
plex and uncertain. Therefore, decision making process should be
coordinated in a way that the decision made is satisfactory to all
parties involved (Weele, 2000). In order to have a clear idea before
making the decision, purchaser should analyze the purchasing mar-
ket.

Weele (2000) listed some important characteristics of markets
as follows:

v' Professional purchasing;

v" Derived demand;
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v Inelastic, fluctuating demand;

v" Geographical concentration;

v' Large order quantities and large amount of money involved;

v" Limited number of customers;

Market study is highlighted as an important element of purchas-
ing management by Weele (2000). Fearon (1976 cited in Lysons and
Farrington, 2006) defines market research as “systematic gather-
ing, classifying and analyzing data considering all relevant factors
that influence the procurement of goods and services for the pur-
pose of meeting present and future company requirements in such
a way that they contribute to an optimal return.” Developments in
technology, changes in supply market dynamics; monetary devel-
opments are the reasons to conduct a purchasing market research
(Weele, 2000). Information gathered thought the market analysis
is important for procurement planning since it gives ability to see
composition and growth of marketplace for both suppliers and buy-
ers (Sollish and Semanik, 2007).For instance, analysis of suppliers
and materials cost and price can be helpful in order to have a better
understanding in supply market dynamics. Lysons and Farrington
(2006) listed the factors to perform a market study as follows:

v" Purchasing market study helps to forecast long-term de-
mand;

v'Itis a tool to help forecasting the price trends, how cost af-
fect the production cost, how it is reflected in the selling price;

v It shows the alternative material sources;

v' It provides up-to-date information regarding to pay trends,
commodity prices, political factors so that purchasing strategy to
employ can be decided.

Leenders, et al. (2006) point out three different ways to conduct
a market study. First way is to assign a purchaser employee to a full-
time researcher position. Second way is to give a part-time respon-
sibility to a purchaser employee. This way is preferable due to the
lack of time in the purchasing department. Third way is to form a
cross functional team in order to have an expanded knowledge in
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market study. On the other hand, Weele (2000) suggests outsourcing
the market study because of the lack of time of purchasers and hir-
ing a consultant company or form a team consisting of employees of
purchasing department and researchers from consulting company:.

According to Buvik (2001) market research must begin with
identification and analysis of market structures, since it is base for
purchasing decisions, and second step; therefore, should be discus-
sions on role market structure plays in purchasing.
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33LINR3IBNL 3OBAHOL 33T I3

6o@m Ladbady
LEY PMJGMESbE O

MHgdondg

LEOYJGNFPMmgdamo dgbyowzol 3Mm3gEYMgdo s domo
©m 31396806985 bgmb bymdl dgbynzgdals 3GIm(39Lg0L LEM-
Mo 85630050 gdsl. dgbynmggdal 3Mm (39099 5d0L sMLgdMds,
Mmdgmog Ima(303L dgbyozgdol 3Gm(39Lb5dL s dobidn dgdagom
3J&03mMdgdL, J0Dbo abobogl Laddnsbmdal gx3gd@&ncowm bomds-
Bgob, s@bgdamoa babgmddmgzsbgmm Bgbgdal sbdsmgdao.

080l a08m, Hm3 bgmgnmal dgdgbals gobo 3obbodrgMagl
Ladmemm 3OmEJ&ob gabaol 60%-b, 360d3bgmmaabos mMmge-
bobszoobomzgal 3BmeEnd@alb boyzgmgbm gobol dgomogodgds
35bomby. yggmes dgbynwggdalb Bgbgdol Labgmddmgsbgemm dm-
gm0 3mo303L 85Dl dgbbogmal, Mmam@(z ghom-gco doo-
»o©0 3603369mmdal 3Jmbg 3m33mbgb@lb dgbynwggdol 3Gim(3g-
©Mg6do. d3bMab dgbbogmal 3Gm3gn®s nbygds dgbynwzgdals
00096&0x0306980L 98e3dy, Mimzs 3mdbmegdgmms dgmhgzal
36m(39L0 308nbsMgMBL, dze dobMl dgbbogmal 3Gm39Lo
3m3bmMEgdmgdcmsb Immadams 3odmy 1bms LEmMm®AL.

®000Mgen mGasbnds(300 MboomNMos ©s BNbizombomgdl
Lbgoabbgs dobobnocmgdmgdal ddmbg 3mbiMg@m nboyb@mo-
580, s@bgdamo dgbynzgdol Gubgombamgdol dmmgmgdowsb
Lbgoabbgs dgbynzgdal od@ngmds Mbrs aosbsmndoglb ndo-
Lomgal, ™3 mEasbads300b §bd50mbafgdobmgals Lo zgomgbm
dmEgeo dgoc@hgl.

baggebdm bo@yggde: dgbyowzgdon, dgbynzgdol LGNGO,
dgbyowggdal LGONIEYMgdol 3MB3MbbEGgdn, dadMmals Fgbbsg-
>, d9bYn3960lL LadsdO™ 33m g3, bmbsbLEmGYma ggabo.
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