
MEASURING
PURCHASING
PERFORMANCE
with special reference as to how purchasing
performance is measured in the United Kingdom

John StevensMA, BA(Econ), FlnstPS. AMBIM

I TECHNISG-it HOCHSCHULE DARiviSTADT |
| Fochherei-r; 1 |

G e s a ,-*••! t i j : . I ; c-1 h_e k |

3 e t •• i ::'r. ::; w i r i',(• 'vo . ; £ I r h - e |

Ty--~r7r :~^r;:s&x"~:;~ i
{ Abst-sii-i-:r. : >4..1«../̂ .4-. I

I
a

.••-.•

BUSINESS BOOKS
COMMUNICA - EUROPA



CONTENTS

Introduction

Chapter 1 Measuring purchasing performance as a whole 11
and isolating external influences which may
affect performance

1.1 Internal influences 11
1.2 External influences 12
1.3 Purchasing performance indicators: some general

yardsticks 13
1.4 Direct and traditional performance-measuring

yardsticks 14
1.5 Results of survey of UK organisations — Who

uses the profit indicator? 18
1.6 The direct measuring yardsticks of purchasing

performance and their connection with the
general yardsticks 19

1.7 Relating the traditional yardsticks to the 'outside'
influences 21

1.8 Cross-comparisons of data collected so far 23
1.9 The use of materials budgets and controls over

operating costs 24
1.10 Some likely direct affects on purchasing

performance through the adoption of budgets
and standard prices 26

1.11 Advantages and disadvantages of budgetary
control and standard prices 29



vi 1.12 Results of survey of UK organisations — Who
uses standard price control v. actual prices paid? 31

1.13 Results of survey — Who uses operating budgets? 31
1.14 Results of survey — Who records cost of

department weekly/monthly to measure
purchasing performance? 34

1.15 Conclusion 35

Chapter 2 Measuring the contribution of purchasing 36
performance to profit in general terms

2.1 General 36
2.2 Some developments in using profit as a measure

of purchasing performance 37
2.3 The profit centre approach 43

Chapter 3 Developing and using a 'master appraisal form' 46

3.1 Volume of activity 46
3.2 The role of the form 48
3.3 The role of the elements in the form 49

Chapter 4 Supplier performance and vendor rating schemes 51

4.1 Categorical plans » 51
4.2 Weighted points plans 52
4.3 Critique of weighted points.plans 58
4.4 Vendor rating schemes: cost-ratio plans 61
4.5 Cost-ratio plans summarised . 66
4.6 Conclusions 66
4.7 Adoption of supplier appraisal schemes in the UK 66
4.8 Analysis of the more specific data relating to

supplier appraisal 68
4.9 Supplier rating schemes and computerisation 70
4.10 How UK organisations measure supplier

performance 70

Chapter 5 The use of internal audits: procedure

5.1 Result of investigations
5.2 The internal audit: measuring purchasing

procedure

72

72

74



ter6

6.1
6.2

6.3

6.4

Auditing the inventory system

Management responsibility
Management controls — quantitative
measurements
Management controls directly related to
physical stocks
Inventory yardsticks used by respondents
to questionnaire

79 VII

79

79

80

82

Chapter 7 Auditing materials management manpower

7.1 General
7.2 Qualified manpower
7.3 Remuneration and overtime worked
7.4 Career plan in materials management
7.5 Manpower utilisation

83

83
88
89
90
91

Chapter 8 Measuring individual performance 97

8.1 Some personnel assessment techniques relevant to
purchasing and adoption rates in UK 98

8.2 Assessment through'management by objectives' 113
8.3 Relating work to staffing by formula 116
8.4 Variable-factor programming as a method of

measuring work/staff relationships 119
8.5 Personnel assessment (workload ratios) 125

Chapter 9 The new frontiers — the level of purchase 126
research carried out seen as a performance
indicator

9.1 The scope and incidence of use of purchasing
research in the UK: results of survey 127

9.2 Comparison of results with US data 131
9.3 Level of purchasing research as an indicator 133
9.4 Purchase research seen as a means of evaluating

the performance of purchasing 147

Chapter 10 Does purchasing create sources of supply? 150

10.1 General 150



viii 10.2 Possible ways a supplier can be developed and
the advantages that can accrue to both supplier
and purchaser 152

10.3 Supplier development experience in the UK 157
10.4 How far is supplier development seen as a means

of evaluating performance in the UK? 167

Chapter 11 Does purchasing foresee the possible effects of
combinations?

11
11
11.3

.4

.5
11.
11.
11.6
11.7
11.8
11.9

The creation of the British Steel Corporation
An engineering conglomerate
General Electric Company/Associated Electrical
Industries
Oil Seals Limited — the biter bit!
James Booth Limited
Implications for the purchasing function
Attitudes of company management to mergers
Conclusions
A suggested checklist for the purchasing manager
to assess the effect of a merger on his supplies

770

170
171

172
172
172
174
174
175

176

Chapter 12 Purchasing's involvement in reciprocal trade
decisions as an indication of its performance in
contributing to corporate policy

178

Chapter 13 The buy-decision process 183

Chapter 14 Conclusions 188

Appendix How British industry measures purchasing 191
performance (based on a survey carried out by
John Stevens and covering 105 UK organisations)

References and Bibliography
Index

247
251


