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Purpose 2£.£§2 studx

1. To present an analysis of the centralizedl sySfem of a buying

organization in a retail food chain.

?. To Present a suggested flan for decentralization? ani rearrani-

‘N

zation of iuYies and TBSpOnS;blL;LlCS of tne oemsers to provade Lor

D

‘

better utilization of time, oerrcased rlerical worn, iownoveo SUVF‘iiQ?

relations, and to generate greater 6 rioyee Interes'

The contentions for the prorosed reorganization‘noHIM :

1. Time will be saved by releasing the Grocery'Lle‘chandiser-s3 from

making decisions on new items uni {row tions and delegating this an: or;:y

to buyers. The time saved c:n be utilized by allowing the Srooery Her-

Chand iser to develop ad inp, enent merchandising policies.

(
1
"

2. The number of steps in the channels of coununication neces :ry

for marketing or produces frmv the ranufacturers thruUfW tne retail fooa

chain mercraydising department t3 tge consumer will be rediced from Five

1. .

*‘Vere an Operation :

dispersed, i.e., one bumyn3 o:fz

bu 3 mdrke t3 0

¥

rcfientratad to serve areas :eograh?i*all'

ce servin? both the Cincinratl 1nd iolur~

’3

PVperations located in tLe are; trzet t‘fi0y serve, 1-5'0 3’“ "UV; 3

3iespoasible ior all merr':ant sin: policies for grocery products 33:3

:14 dis;la", advertising, ano pro act: uandle . Poiiriee are doveioped in

{DPdGF to rnovide the retail stores wn‘n the ri- t products, at fge r;ght

>1rice. of the ri ght quality in one r; wt gmant;-ty to ;roguca maxixnr wrofit

If)!“ tfz? C‘C‘Wg‘aa 31'.



f
5
)

steps to three. Two steps will be eliminated in tne process.

3. Buyers' experience and Knowleige will be utilized instead of

being neglected by the organizatiwn, because authority will be giVen

them to make decisions on new itens and oromotions.

h. Suprlier relations will be innroved because salesmen will wake

their presentations directly to the buyers who wii save the authority to

make rurcnase derisions instead of ire:entina then tr an intermediary

who cannot make such decisions.

5. Buyers morale will oe improved beoause they'will be given antitr-

lty and reaponsibility for purcnasing produéts instead of functioning

merely as order clerks.

Scoge‘gg the Stud!

The parer is concernei witn tno reorganization of t.e grocery ner-

c annising cepartnent of Company 1, a retail food chair. remnany 3

a - . ‘. 3-. t .. .- -' . an. - _‘. ”.7 '. 'Y‘L «

orerates er .tr-1-re sic.-U ,r t.; Lott. ceuirai :» -zr a; tne unitet

c 1*, ~ v er- ' I. ‘ . . 5’ .- 1 ,r‘ u 1-. ‘ ',-.. -. en - -\ ~-\

.tat is. .t is a part 0; a iaxge retail loot: can- units treat: :~ 12.4:

t , _ ‘ r , Q ‘1 r"! s .s - ~ " - \. ‘ .-~ '. ----- ‘ - -‘ ' ~ - .

r1~¢n(jr€(‘ 0 {U 59‘:qu \Jr-I .L‘e 3 IA: 1“. .9 e . "G VCLDIT‘P. . 4 J .‘..L' c. A Tl- t. a (J L; ef‘v'-

.

. I ‘u“‘ q I AA ’ ' ' 'v ' n‘t‘f .‘ ‘ ‘ I‘ .Q .t : I. ' l 4- I

fJVG Store? 15 tiCO,tCO,ooO per year. -uo sttrrs Hft civ1.e: ;an tze

Columbus d vision and the incinnati divisiw: Cinciniafii firision(
I

Q

(
.
1

includes fifty stores and the Colurhus rivision coroists oz thirtg-ijo

stores. "he distance between Cincinuati and Columbus is one nurired

miles. Tue company onerates one warehouse in Culxrius eai cne in

IlinCinraLi. :ac; warehouse services tLe retail stores within a fifty-

mile radius.



Both divisions are organized under tYMesame Regional Vice-President

{See Exhibit 1?. Lach divisior has souarate buyi%0 offices 1r neaf,

‘

produce, and dairy products. Grocery itemsh are purcrased centraily 'r

5 “J

the Cincinnati buyinr o1f1fi ce for bot.h the Cino1r t1 anc Colunbus o1v1-

Bions. Th1spaper will include a oescr'1ptin of the present rganiza-

tion and its operation with the duties of the members outlined and

described. A suggeeted new reorganization to decentraliZed buying,

i.e., one buying office for grocery products wou1fl be esta b11shed in

each division, will be given with the reassignrent cf duties of the

members outlined. A comparison and analysis of the two 53/131915 m 1.1 be

presented.

fibations of the Stugg

Thism-Mper is limif.ed to 8 Ci scmvssior (1 the orga.nizati n and

operation of the centrafiized grocery more anoising department of

X. It exciuces tne oranizaticn and operation of decentralizeo neat,

profiuce, and dairy norcrandising departments of Comyany F. 30 co rari-

sons are made between this grocerv merc;a. dis cg devartment one ary other

grocery mercpanoisinq oepartments in tne rc11’l food industry.

No formal survey has been conducbefi. 7nfornation has been rat rC.rnc

informally from renresentatives 01' a variet: of €116 chain erranQQK'isvrs

axx manufactu:ere representatives. Much of the information presented

‘

hGrocery items as used here inolufies all items sold in retail food

stores except meat, produce, and dai- ry products.

5The buying office will be referred to as tne merchandising department.
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in this study is based on personal observation and exxericnce accuired

while working in this merchandising department.



if DF’SEXT CFNTEAIIZEC BUYING CELANCZATETR 3F (33$ANY X

lntrgoegtion
 

The present organization as shown in Ertibit l is unrer tne direc-

tion of one Regional Vice Eresident. We has the autfority over both t?e

Co}um us anfi Cincfznati divisions. Tfie seven buyers are directly respor-

O o I 'T'I ' A ‘ " 6 . ‘ . ‘. ‘. -‘

Slnie to him. Lgey are also intzrectiy restons;bie to (he hrccery

k1- r" v ' t‘ 'C' . C 0 V‘, a 7‘1 ._- .(1 t'? ‘+ L» p ‘ 4 I1 r('.~| 17'?!) TI. l ‘3 ' r‘

erc.anoloe1o, one in 1HCinuar- an“ we Cu V: r“ - ilhols. as o 33.3

are not attachefi to eitter fiivision but they purchase grocery items for

both divisicns.

Each buyer has long experience in the procurement c? grocery items.

Each buyer nas a ciass of items to hu;. for example, one buyer pur-

chases cendy, gum, ccokies, crackers ané beverages; he does not buy

anything else. Another buys just healti anfi beauty aids anfi nonufocds.’

pnties of tie Fevers in the Eresent Ffstem
“ 1—.- “b “w n:- —-—-m 0-4

 

.

4. Buyers make routine purcnasihg decisions, i.e., order merchanu

dise that sails at a regular rate. Tvis is done by ans yzing the quanqiz

of merchandise in the warehouse anfi the amcunt sold in a Civen period of

time. Information is given to the nuyers by the tabulatiru department.

(w... 1 - . - ‘ t - .

“.ne buyers must purchase what the grocery vercxanCISer stirulates

but the urocery Merchandiser foes not centre; treir vegking day nor can

he assign them any otner jobs.

1

7s‘ 1 1 . ‘
,

‘JOSOIGOCS include houseware KCGESilS, giAsswsre

M

(
D

_
,

h 0



The tabulating department suppLes the buyer the follow’mmg inforn"tion
..

on eact. item weelzly on a sin.gle s eet of paper:

Code of the item

Packs per case

Size

Amount in the warehousew-beginning of the week

Amount shipped from the warehouse to the stores

amount received during the week

Amount on hand at the end of tpe week .

The average weekly amount shipped to the stores in the last

eight weeks

With regard to routine purCnases the buyers are resrcnsible for

having enough merchandise available in the warehouse to sazieiy 1,8

needs of the stores. The buyers are resfrirted in (381? purcnases by

company policy which sets certain dollar limitations on goers kept in

e " 8

warenouse stOCn.

2. Buyers place orders for items to be disulayed or advertised

when told to do so by the Grocery Hercm1a;d .ers.

3. They make recommendations on new items tnat have been presented

for the connany*s sale. These recomrprMcet U r.s are wade at tee ”buyers

meeting" at whicn all new items are reviewed in the presence of rue

buyers 0

_.—_

— ——-——

8'E'laey must always have the inventory as low as possible. if too

mucn stock is in inventory) funds that could be utilizad more froitatly

elsewhere, are "tied up” in merchandise. for exewrle, if there is an

inventory of l,OC0 cases of Stokely ?en Camp Bea.s at 3 cosst ‘1 35.40

a case, tne warehouse inventcry s culd or.ly be arzun: 25$: cases., a two

and one-half week suprly. These be-an° sell at a rate of l{( ca.+es per

week and they can be reoroered and r~ceived from tee manufacturer in two

weeks. Iith 1,0C“ cases in t;e in‘entcry, tncre would be an excess of

?50 cases or IL,,CO t'at is ”tied ur. " Tzis money could be used for

other operations or it could at least rm in the bank accumulating interest.

'-

J



C
D

3resent 3‘ tanb
.

Suties g; the grocery Merchandisers 2E the
 

1. Prenare weekly sales Diane. In preparing the weekly saies plan

Grocery MerchandiSers decide which items will be anvertised in the

newspaper, which items will be disrlajed, and tae cuanti ties to be

purcnased for this advertising or disrlay.

2. Accent or reflect new items. These decisions invol"e tnsvtzxo'

tne follov:iing questions cccerninp the new item}

I
Q A
.

.. Is the item completely new and Ion-corxetitive

B. s it an improvenent on some ev3..‘ing rroiuet‘

C. Eta will benefit iron using it‘

a" much will t e avoza;e famiiv CORSLle in a woman"D 0

e

- . ". ‘: O '1 -~ .' I I. e w “ fl- ‘v- ’1 ~- 'r. 3"

;. fhat lS tne iinancial CuufilflCfl c1 t c vsimiattt:rz.

h ‘ . v 1 0' v . 0 e ‘. ‘.' u .3 9

r. Jae toe manufacturer mad any experience in LLB i ein oi

distribution and oroduct competition?

a. if the item replaces an existing proouct, will the demand

for tge :roduct be ’ncreased?

‘I

a. heat is the margin 01 profit?

1. Will it be advertised by tie manufactxrerT

J. Has it been tested?

I. Is tre rackage self-6e 1i 3.

i. Can it be easily price marked?

M. Will it be a regular item or will it just be landiefi for

‘ + 49 (.9

a 330?.) the

9"60 Questions 3 Inair aner Asks Atcxt Thu choucfs,‘ Thom Businesz.
I - I a '.

‘ 2" *‘P-M‘f

slebruany, 1950), r. 1;.



3. Pricing'of Broducts. The Grocery Merchaneisexs must establish

the retail price on all products. The price must cover all expenses

such as cost of the merchandise, labor, equipment, and overhead, and

still provide a profit.

(
I
)

senfiL. figggggg'diSbJazg 22 the stores. The Grocery‘ 'ercaanc ser

letters or pictures to the store managers suggesting ncv. to best display

nwrehandise.

S. FoJlow 32mstore stocks or Ero~oted ems.1t It is dif:icslt to

determine before a promotion exactiy new numb merchangise will sell.

Many times there is excessive inventory in the stores a:tar a promotion .

The Grocery Merchandisers must determine wnat action i necessary to

h
)

dispose of the excess stock. not action may e. ts'l reducing tge price

or advertising the products. TLey must be aware of snore stock conditions

'which they do by getting an inventory of nercnandise or hand from the

store managers.

6. levelop long-range more: volsno prograss. 7:986 programs
A 

entail a study of the customers served by the stores. 710 type of prod-

ucts to b-e sold can be est'rlisbed from t1-s study. For eramjle, a less

ezrensive line 01 products will be rancled an: promoted in a lower income

community; quality may be secondary in immortance. ‘n anotner coemunit}

of higher income, quality may be more imoortant tnan pricee Long-range

pro; ans provide for handling the products that people want see need.

7. Coordinate tests on new iter:5 Tue product is bougg. fer a
W 

small number of stores if its potential sates cannot be determined.

'The sales in test stores will determine WLetHeP tLe rroduct 520 is he



i0

”3“

handled by all stores. 1ue Grocery Herehanitsers coordinate axe eve sate

- -r1:-~.11.1:.- W
O retaifllmi‘ St(I? la‘z'oudto 1“ 4114-. OW- hLerG,nr 1:15,.Catr'33 £3891 70 r I.

 

I‘

cent of the sales in a Sinerm1~ket are Linputse” sales3' teerefoye,

the position of each product in tbe Mt)e may a13ee t has saias volane.

The Srocery?-..anrtsers must stad) traffic oatternn of shoppers in

O
n ‘ ' Q Q

stores ans fisherm1n tne most inventareoas b-331tLin 1or trocccts to pet

V

maximum sales of tne :roduots for maximum COLlW? profits.

‘ ‘ ‘ 7 h V I l' ' ' . ‘ ~- - .q ‘Q ~.' ‘ 'p u

9. Azrane to sano'gmstor3a v1tx 'n01nt 01 53;? Lntor1al. 11unr
M W“ m“ —m “a... -w '

manufacta1ers supply "point of sale" material to be used Ln the retail

store which includes such things as banners and Signs. 7113 nmbarial

1‘
.)

(
1
’

"
S

3
.
)

makes the store ctive and usua1ly has a 5313;.5 message on it. The

Grocery Verchanflisers 'ontact mafa3-urers ani arrange for stores to

n17e the material to nelp them perform txs selling function.

t
-
u

O. xoo*i'"'te $33.63 meetinvs 1 sales meeti..g 8 held montnLv to
“MMM‘ \

inform store manfigers of com1ngt promot 13,Hea3.nal reminders are

:resented and9 coming plans are discussed. The meeting is als a

means of area in; ant usiasm in the managers 13? new rrcnntions. Tn

store managers ”feel“ they are a part of tne r:or ticna; grorran when

I ., - n i ‘ O I -‘ ‘ ‘ v. ‘0. ’1 fi.‘ ’ y‘ o v \. . ‘3 a P o‘- _ --

tney are sole to veiee their obin1ors are a_e Lett 1n1osmul o1 1utz.e nlens.

Y z '1.
~ '- ‘w ' ' w 1.1n add1t1en to t1e afore flEuLLlfiAJ dt.es, L46 :1ocar3 peaonano1sera

.‘

also must perform the foll'w‘“" zunctions:

 

10"anulrse Bu3ing in the Supers Crows, furcn‘ .enoxt:," "vertis 25

A98, vars]. 1...! 199'“, F. 28.



1. Arrange for store demenstra
L ' -

v 102:5 O

{
-
4

11

?. Advise buyers what to buy in the way of seasonal nercnand1se,

for example, Christmas candy.

3. Build good will

5. Be aware of competif1on in the area by

to combat oxen.0 t
1

0 H
o

0 (
1

atiom].3tm of Um
~+-\)‘

‘g 0‘“f
?

a organize!

the members have been presented.

regarding how tfe system oneretes in the

1. The method of acceoting or reje

2. The decision on promotions.

The preparation of the Ieekly30

$40

Procedure for Handling“New Items

A new iem is usually presented by txe nauu’ro-'rer'

1?

tlve to one of two inteviewers. " Info

View is recofined on no "Salesman

”‘71s form with samples of the new rz'oriuct

 

-cmm.rI

1“ t-ore jaw-#15 trati one (we cooBrative arnanneants

Free samples are usually Frefienied

nrpo—.> e=-.

1 chain com:\v as.

as DFOMJtiUT

suophe "3 am ..‘

to cxwtomars for 531

by meeting socia1Ly

rmation gathered in

Inforwa‘10n Fonf‘

witn manMacavers.

CoordLnate grocery plan with meat and produce plans.

‘ t. “r: ' h; .‘I'

P2511. .13..»" -1”) 1.1;,fievejoping

ex} 31r: systen and tge antles

organi;at:on WLLl be exn1ainew

followinf situations:

“ . -\ O

u knit wens 0new

representa-

the inter-

O I." -- v | I

;198 :anhlt 9 .

is nresented at tie weekly

befiwaen the

'1‘ b eel-fly _ales Plan '1: -.WLfoz‘maiion sent to t‘e s’ores aeout

wnin ‘019 will be promoted r n: a specifié week.

15. . . . .
.mo buyers act as 1ntervuewure re:erd-ng all ne« :tews anfi ero-

moeion=1 [pair job is to record information 'iven tnem 1n tne interview

by the sa1asnen about the prod1ct or “renobion.
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clearly and quizkly obtain the most, from your interview-1, pleas-a £121.

the infozmtion requested below, before your appointment, with the buyer.

A . NE}; .1 T335 - P] a: 2 13.1.“ in infimsimx C 122.33; be ‘.:.- .

‘2 . 2 2’1"; Cir. ITEMS - ”7.99.92; 2‘23. in infnnrmtiam on lines .2, "‘, 13 .L- 3 o

- 'T‘“‘.'
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buyers’ meeting. All buyers as a group then send. t3.91: recor"~22a21on

regard :11; the acceptance or rejection of the new item to the Grocer"

T

Haremmndiser of each division. The Grocery flarchan2iser ma<es the

docision and-if the item is acse {ted, me stifulates tne original orflor

regarding quanti y. 2115 (33815.10?) is sent to tire buyer witxin whose

classification the item belongs. The buyer makes out L32 order and the

"New Item Form" {Let Extibit 3‘. The form goes to He (.x'rocet'y Mariann-

diser for pricing and initial distribution to toe stores. Tbe form

than is returned to the buyer for recording on t 9 ir"araorv cortrol cards.

Mom’s Q}; igniting 2323022221251!“

The init. 131 Contact by the manufac tnrer‘s mpmasentative is made

with one of the two into..1ewers information from tfie interview is

recorded on the "Notice of Allowance" Form {596 7x31o1t 4 . ?nese formb

are sent to the 122008 :‘y New‘13“1132 «a? U1 LI": 3 copy for the 23:23.13? wxo r21:-

cbases tie item tat is to be promoted. Tue Jrocsry Saschandiser tron

makes tfie decision to promote or not and notifies t.a hwyor stifulatirv

the: quantity to purchase for we promotion.

Procedure for Treraration of 299521 1329: :-an

The weekly sales plans are maria 212‘. by 1:21- Smear]?wave:.3@1353,

Six.weexs in advance of a weekly plan, a notice s'ocifyin: wgat to buy

 

for the week‘s p23: is sent to the buyvrs 75ae hxuibit 2‘. hash buyer

u;’ C I F ‘0 - Q t

Apromot1on on an 1tem p esen,ed by no 511e::;n com d be “o txa

.fcrm ofa mying allowance, 3 mar}et dec11no, aovart.sinc to tax: place,

or'a sracial pack to ba manufact1reca
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T‘aite__ ‘ .

‘-‘anui‘acturer 1___ 1 ._

Local Representative h Address: 44LLLLL Phone -1

‘actory Size 8: Style Shipping Cost

Pack Contaimr Weight F‘QB/ITel'd Unit Fisc Er. Fell-wages
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Eqmrs.are requested to review and rotuvn arnrcved co~y dw~tnr xcoqundo cranH

matte attention of tne Grocery Eorchanjisa: by Xarrr 1?, 190C.

Istimated

guantity to be

in warehouse

jam/60 _ Ccm‘e item 4&3
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2‘0 21109 Freshlike Cut Scans

250 217317} Freshlie Spinach 383132? Priso-

LOC 21325 Freshlike 3. ‘. Corn hagu;az ‘rica

odor on bakery Grder fur Pride Bread -imit 2 w4ty ;,.30 pure use
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Clorox, Gallon :lo»er ~35:33.3 Sfrur

:”srlay maWericlmi_ab]e - Sale3nan will contact stores



3:5 tima ted

Qmuwity to be

in Warehouse

q A i“ " "Y I“ m w - ..
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notifies the Grocery Mercharuiiser that, he will buy the Lie; as stipulated

on the advance notice. The quantitie- required for the sales plan are

(fl

determined by the .,,rocer7,' bleefiandisers.

MLL
"
)

17.15 chapter has described the authority relationships and t:.e dutues
I

'- w ‘e;- - ‘ ‘2‘ «“4. ‘ Lo A. . ‘ . - ~ on’ '5‘ -f N . A" "I Va" ‘ " '-

1‘ 1339 member.) 01 be greedy FRI‘anErflblfl; ~‘9;.«1:t‘-lbr;t e-I .-:m_..1 g! .‘a. :rr-a-

cedures far tue arefiazian n“ ta“s cen‘~33‘7en merfhanfifisLnr r buying

deperhnent. with regard to new rhesus. Orr/notions am the B-Jeekly Hales

Plan have been presenter}. me miozwrntlon has been presented in order

‘v . . i In n~ - I -> .‘ - r n . . c~ -‘ pow—,v . \ _§

v0 famllarlze cue reader Lt}: We rtresent hr..r;r:r.‘_?.3 more. an; new; ..

'- I
ll. ‘ ‘.!“ i " ‘2" '0‘. v‘ vs » :v-““: “7" “'-‘ ' '

C .anuer 1-4. vnll den; In x. the evens-ed organleotwon 4.1.1 bdoffih‘.

L. . . -: b: b- '+. -‘A A ‘. '... “ e",. w _-

he probosed organIzaeIon, ehe autcnr1~j reIut; Ls:Irb and inexeg 0‘ t u
I

members, and the y-mcedux‘es for tire _prc‘hoeed decentralized 'rzrxrc-anrpxsiru:

‘ i 1". n' in .I' ‘~- 1* wzh‘ N ~.' 5‘ - . ,‘= “91....

dapz'urtment- vat. regard to new Jens, enumewm ELL. :. v: 23:43! . diora-

'—

:"'n will. be ,Jrcsenteri.
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Introdwwgg

Central buy“Lng of grocery bro-C111 its '.as beast“; in effsct sing-.3 the early

days of the company'whan both the Colgmh~s a:d Cinc.nnati stores were

servzced out of the warehouse in Cinc.inqati. CanzraL hayinu o: :rccqu

products has workei in the past possibly flue tn the follcwing rgasons:

l. T e comparymCUpied t: e dorr.L.a1t position in hazh axe ;0.um:us

and Cincinnati markets.

2. Both markeus were similafi, in reghré to competing foou CLains with

similar mercn ”'8n3 p011:ies.

DkM'the two warrebs are dissimilar. The comrany n3 lancer ccru=ics

txe dominant bosition in eibhcr market because 0L fine inIEJx of new fofid

chain cnmyetitors into bot1 geograghi: areas. -t abs become necessary LO

reorganize the “evenam‘Lsing debutirzent ir‘. Grails? to 3:4.

xmarket concitions.

"we are living in days tatcaL_ for t.?e greqtest avarenes.

of revolutionary changes ir :wr infiustr3 tnat are aITBCth

e‘mn our most. itnnor uant, (3037198493. .o~iIL;, nfiralv 133 one

'
O

procass or product been evolved oefore it is ob5012.6 and ,L

being 'flaced by sometning new 1'u4 fiiffavanb-emore fies;rabla.""

m—mw:—'a“JI-

.J

1'.

.-;'

’. J. Keliy and Viiliam Lazar. ”awavwrial Yarkeiiflat p'wflew11:3,

3"V'nois: Eicnard T. Lrwin, an., 1936 , y. 109.
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The proposed organization will provide for decisi ns on new items,

promotions, and grocery merchandising policies to be naie by persons

closer to the market. Xarkat informs ion will be secured from salesman

and store managers in Sign coorran .i3 area. Lecentralization will inprove

the company‘s adjustment to the market and help combat c:»*m; t-tors.

VX. «r. ‘ J A -. ' . s. .a -‘ ‘ ,-.c' t‘ u-.- . :- -'. ~v 3’ m ’v' ‘ '

Tue Regional \Jua Presxcent will remain as chei eiscative cue. Jot:

the Columbus and Cincinnati dinsions (;e *xhibit é'. Tna Grocery

hemhanriiser will LP. stationed in sang division. Three of tse seven

buYers p“esently employed w;ll be reqaircfi to relocate in C'lunba is

order to establish a Columbus buying office, Each bvver 1‘11 2?? an

assistant to do clerical work including tyting or~e:s a1}satin; inven-

tory from tabulating department to inventory cards. Tue firocery Her-

chanoisors will fulve di rect altrority over tie buyers in their reSpectiv

divisions. serenaniis ars will have the resyonslbility for controling‘”

the buyn s

A short transitional period may be nee GSsary in order txat the

present dapartwent may be divides. faring the interim period tVe buyers

'Will teach sac? otter about d"ferent lines of‘products. For exswnla,

'tAB paper products buyer will teach the healtn anfi beauty aid b‘ver ano2t

“:V- L” - V' "‘ fi "~ I\ " I _ I" O ‘ ' 'p“srr‘ :‘l. '- '

paper prosac,;. LOHvHPDQL. has teait” ans bsaliy aLas Hu3cr will Leann

the F570? rroiucts b‘yar about health and beauty aids. Unfier tie nrgpogaj

—.— _.

léControlTin3 has reference to tie neveioring of poiicics wtich

dictate broad guifles to actin ant tnins.:ng of te b2":rs, These po‘i:;gs

‘will state specifically now someakin3 wi 12 he cone, J.en it will be done,

.and by’wiom,
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system of organization each of the two inéividuals will be reSponsjble

for both categorles of merchandise Lealth anfi beauty aids and the paper

products for their respective Hivisions.

Duties 2f the quers

‘ «~ D -: r~

or L18 Cleve ol ltemo.“
a

Each buyer will have full reshonsibility

Each will be responsible for sales of his product to froduce a gross

. l? _ , . .. : +. , .
proflt in accordance wltn tne ObJBCthPS stlpu.ated by tne Jyonergr

Kerouandisers. In connection wits this resoonsjoiliry, tne buyers wxll

perform the functions that follow:

1. Accept or reject new items.

a '— ' ' N ' . 5“). .«w I .q -.»* ~ ‘ ‘P. ".

a. :rICIng o: rroducts in h~l3 TBSHECtJVR p.0132t C3assl-1éat;on3.

w- ' ‘ ' ‘ ., ‘ .‘ .- r v.-‘ .l. . ~ A ’ ‘- ' v—O'."

3. -ntervxew salesmen tor ?!Ofl0thuo du* no“ liens 2“ tre-r .-ona

‘

u. Aug:est CJSplays and suntly stores witL nellisv information to

aifl in Lfle sellinn functions at store level.

§. "Follow to" store stock: on Promoted itevs afifi cent 01 maze Jase

inventory.

Lee :ales Plan meetingL
u

p
.

6. Bulgezt weekly promotions or disrlay=

on "Buyer Promotion” form {€99 TXHibit 7='

7. Coordinate tests on new items.

Mun-ccn=mn¢"gs.

Q

l’EVGFN Prs"it is the difference between one ret12l UYiCC anfi tme

m. Eor example, i? an 1Lem 33 purchALed from a manufac-
r
K

' ‘ - ' I; a «K ‘ — . rd ~ ‘ V "Q ‘~ ‘,-~‘ 5“: o ‘3 -- ‘

{Urg ”finxg anfi bOlfi 10? 2? Cknrb, t»e argon .‘O;A[ “3%-: 5°

.1 9‘ *3 v u w' :‘

v d- " 1 - UL m- U.
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product in order to get t.e benefit out of television advertisizg.

Che present system involves the ze‘fnwin, written commuz*:atione

to get information from the saleMon throu h the fieM?!nd sin; depart-

ment to the stor93°

1. Tue recommendation from U19. b1"?!cars to f" ;- '_T:‘.:~Ca;'j,v' ficz‘? 3.this-33;»:

on new items.

29 XWtice to the buy'er S on decisions on new items from the 3:099r3

.‘vis rcha2d .1 3 (1 rs .

3. Inforwa310D on "1:“;ce of Allowance Agreement“ form Iron LPe

interviewer to tne buyers and the Grocery e"cb¢nnrers.

L. notice so the buyers from fife :rocery Rare 3: 15ers anCgrning

dec'.3:ors on prawn tinns fresened on " otice of fllowfince greement" fa"?

S. Jc*ice to buyers from dronery zen? .nuirere skipulatizv tzg

quantities to buy for weekly sa;cs {13:2,

6. Zh?nrmation from interviewer to buvar on new 1:515.

?. fleekly sales plan from :he 3rocery ‘Jrc':4o 5:2310 the 3: re

rzuzagers.

Tue nunber of the above w*iiten communications for a Lyfihal week

rumjld be as follows:



Buyers recommendation on new items 1

Grocery 340rcr.andjsem" decisi n 0n new items 1

Notice of Allowance agreenont to Eroc.rd Herc 3*"ser 1

Grocery merchandisers decision on "Promotions preSented

on“ Notice of f-llowance Agreement Forms 1

Votice to buyers concerr.11; weekly Sales Plan 1

ekly sales plan to tfie stores 1

notice to buyers from interviewers on new items St

A total of sixty-nine written :31 unications are involved in the

system. The new syster will reduce the number of Comm*‘icat ors to five,

The new system, in wFLcn the buyer has the authority to decide on

new items and promotions: would clinLnate all of LLQ stove Lonmun'CEa. isus

except the Ieekly Salas Plan to tne stores anfl would aid one CL?” of

Q

"The Buyers Promotional Vern" 1r-“ '. ixhibit 7
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illustrates tne form that would be used by each buyer for the W26etation

of tne best promotions in his I: ne of§;rod'mc* Tue forms woald be pre-

sented at a weekly meeting *elfi to develop tre Lecklv Sales 133.

The new system w.uld reduce the o‘ennels trrongh u~icn in7urmation

flows from five to three steps {?ee

.. ‘\ - 3 - v “ - : - Q .. v Q 1 ‘ I w- “ ' . ‘ .N

of lnrorm on bein. liconb-efie -5 redjced rm red clnt .“q cfiaghe,s
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nrouh 'hi CR lniormaLsys German; atluhs 1 On. ror eaah let At -3 a;moSt

inpossiole for tea interviewer in the present S'stem to record exsr;fr;r.

that was said in fim%jxmervlew an t3e ferns Le ex:cates to the tn"ss and

tne érozery Xcrchandisur. Jone lnfcrmaiicn given the 12:9 viewer by {Be

saleswen is omitted and never enters into tie connunlcation flow 329

therefore never reaches tLe stores. In rue new system tFe b yer receLves

ixxfiormation fiirectly frcw the sale3men 333 is resvonsibl: “Lr trausmLttin:.3

this info.'tion to the stores.
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Manufacturers' representatives to tne retail food industry are

usually salesmen or brcuers. hwy contact the 3093 cha:“ hath quarters

to sell merchardise ans are sLaiLar to Lease-tc-Lcusa' salgswen whcrnay
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within the liwitaticns of t.e E: neon- at":n éc‘
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-n 1:16 fireseht system sur1-1s1 re;.:1nn: a.e somst1mcs Poor. .nuer

the tresent SVCLem the salesmen arc required to mgke Irresent $1 1033 tc tfle

interviewer on1y. iney do not Lav: a d-rect contact :itw tie buyer fii

m -
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th 3r producog. awey are cereudaut on tuv a“-l‘i} 01 1.; ;Ctei..-nwl yo
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cormznicatg fail; sales presentation to He (feels :T'm ram-r I've; Zz‘ocery

Rerchandiser . Lien a promctin or New item is rejected, tne sa;e 9r v

are never sum if tLe information PFETQLLLd in +1e interview wps com-

municated ch‘rectly. The salesman are crux: 1,:"214' tr'j..'."-r:=.' tr, CiI‘CLK‘V'éIIV;

tie inte riswera in order to mcke tuezr rresuhtafions to rxu Crocerv

flare anfi‘rers because of thzs uncertainty. lue to tgc great numfe: of

salesan rgat Late tromoticns to gresent, t"e Tracer? 21rcyerfilser° Five

bean finirrg same irzmr dead; 1*. liar: 2.5-. more saeswer. want. to Ins-11:9 tneir
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lowerefi. Th inJerviewwr cowl' also avoid nis Utiu by tellinv Eileen

men to see the -rocery Merchand;sevs.

In the present system, buyers are not in direct connzct wits all

salesmer. They receive inforr. Lon about 3:9.K flrriuvt" frnm f "m: "ro-

"dec: by the interviswsrs. ;€31:; if Lne iifchrlty in recor‘Lnr a‘Z

the “sr*‘ruu inforration or tQQ fcrns, tti- infcrmatlcn ‘7 n 19? incur-

plete and may Se “8"01d of suc ftjnfo be competitor’s '”rmrt .’)“S 3r;

ideas £0 heir 1n *“e 58. 1h. functiqh.

Tater LruCKQr, in ex1131nin* tEs symptoms of naLcrgstitaticn. c.nuss
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This same kind of situation arises wwen merchardLSs dyes not sell. The

buyer blames the store manager and the store man,gwb1ames the buyer.

"1 department store organizations the buyer is responsible for

, ' . 1. , 4 \ . ”39 m1
botn the personal and impersonal seLLlng 0L hls mercnendlse. 44a

bvyer is responsible for the planning of departmental promotions. He

is responsible for the arrangement of his department and he supervises

30
the interior display of the merchahdise.-

Traditiouaily the buying and seLang fu-lction ras been diviced in

)
J
O

ndustry for th (
3

the £006 chain folldwing reasons:

1. Buyers haave abilimt 0 purchase but awe do {1.16ha in Selling

bility and experience.

"i Tt .
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I

”
3

;e bays: cannot be . the relevaifi japartmén: of all storna

simsltanenqsly and is absent from the department :00 muc¥ to do an ads:

gusts job in supervising fhe sale of mercaandiss.

3. Tue volume of business is too grs.t to permit has buys ’
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adsQuate attestion to supervision 0? selling activities a? his Repartfis fie

L. W}:atgr euphas can be 313391 on selling if b”?

are separaLet.

in the new system, the buyers would be responsible for vis”ti

1
:
?

sacres at Least once a week. They would be responsiolc for Vls-t1n~ both

 

morrne titers“ stores and the coznnany's own steress This will keep them in
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Contact with the markets and develop an awareness of the selLing functions

performed in the stores. This m1: also provide them with a cbaance to

talk to the store managers, thas provdin,; for an eirhange of ideas

about the products sold. A knowled~e ofhe seLling function and more

'ntelligent purchasing 3?ould resu b from szcb aetiont The buyers will

be responsible for action to balance store storks on promoted items,

i.e., if there is an excess of soc':s on a buyer’s item in the stoes,

tie bqyer wi11 be responsible i‘or takingaction to eliminate this excess

inventory condition. Since the buyer wiLI be resnonsible fer rrelping“

the stores in tb selling function, a better re11tionsnip between the

merchandising department and the stores should develop.

Personnel Morazg

In tne present syStem the buyers function as order CLerks. 'Diqy

make decisions only with regard to routine purchases. TLeir experience

and knowiedge about their Specificp duet line .is not utilivrrj Eschires

are now available that can perforzn tie reorcering function? These machines

are designed to make out purchase orders when the stock on certein items

f
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reaches a predetermined mininum. The reduction to nothing but order

clerks and constantly bein: by-oessed on decisions on new items and

'
3rm1r ticans on prodWICt in their line, leaves much to se desired wit;

regard to tLe buyers" morale. They have specia1ieed knehledge in tfeir

I
"
)
.

l-ne "b on qualifies them for making these dec isions. They are aware

"‘Jtonatic Ordering and Billing" Chain Store Age, {Novenber, 19b7‘,

p. 115?.



of this and realize their status is inferior. They realize hey are

not recognizei as assets of the company even though they have experience

and knowledge. Ln View of the above reasons the possibility of the

buyers doing just enough he ”get by" is very proximate. The possibility

_of them being enthusiastic and innovative is remote.

In the new system, the buyers will be delegated responsibility

and alt!ority to make decisions concerninE their }mm{10£t line, By

receiving this authority their status will be improvei and their knowl-

edge and experience ut“Iied, The buyers “ill be nor likelv to be

interested'in_their jobs because top marage.ient will have shown cor.Ii-

dence in them and have recognized their atilities.

In the present system the'roeery na2thanniscr~ are making all

flecisions‘with regard to new items, promotixns, anfi the sales plans.

Thev are in reality perinrming the functions that wouLd be more easily

if) '3 ‘ .

and eriiciently performed-by the buyers." fnese functions must as

performed under tt.e present 53stem by Grocery Merchandisers because the

aIJtmmity to have them done by the buyers is not invested in them. For.9

firming these Fuietions involves extensive ama1.3-is of prodHe lines.

This defeats the purpose of having “Specialited product line" buyers,

5.0., the purpose of eyeMtiaiized buyi.r;:1 to divide the were lead

A
-

3‘2-‘1'1ctiOns that could beter be p0forme‘i by the buyers include

space 31locaion, pricing, coordination of ooonerative asvertioing con.

tracts, balancing of inventOry, decidi1g wh;(: items snouifi be handled

and pro~nte , and coumunieatin: selling infonvation to the stores, Ea-

u3“se each buyer only deals with [:15 product line, his SpecialiZed knewl-

edge oi that line gives him the background for performing these functions.



because the number of decisions necessary for ail products is too great

for one person to handle. Specialized product line buyers can make more

effective decisions because they are only concerned with certain items

and are constantly gaining knowledge and experience in their specir;c

product line.

The perfbrmance of "buying functions" Consumes much of the Grocery

‘Merchandisers' time. Each Grocery Merchandiser spends the relieving

amount of time in performing "buying functions" each week:

Making decisions on new items and promotions 30

Analysis for space ailccation 1

2

b

9ricing anaiysis

Making up Weekly Sales Plan

Putting cooperative advertising in plans %

Checking store inventory or promoted itecs . e

Total tine spent performing buying function $3

This amounts to a total of eighteen heurs p~r~wsek in which the

Grocem E'Iemhandiser is performing; Functions mat could be perfor. d bv

the buyers. The buyers could Perform these forwtjons. because tieir

present duties do not require theiy full fortyahnir week. They have the

tine available to perform esditional functions.

In the prOposad new syszem these fun tions would be delegated to the

"D

buyers, thus freeing the Grocery Merchandisers time new C3nsuxei in para

.tonning these functions, The Grover? Merchandisers” ”work load" will be

:reduced giving them additional time to perform other functions more

efficiently'-uch as: deveIOping sales plans and training personnel,

Ihscisions concerning the Buying functions should improve because the

Imen.with specialized knowledge, the buyers will be making the decisions@



This chapter has dealt up to now with the disadvantages of the present

system and the advantages of the suggested new system. The present system

is not without benefits to the company. The centralized grocery buying

' operation has definite advantages in performing functions necessary to

supply the stores with the proper merchandise. The benefits from this

centralized buying operation will £150 aDElY ifl.§i;.flev svstemo

Epgioml Cons id erations

The benefits of the central grocery operation.whieh will be retained

in the new system are as follows:

1. Utilization of IBM equipment. IBM tabulating equipment located

in Cincinnati does the record keeping foe both divisions. This equipment

is rented at a fixed rate per month. The 'reht on these-machines is the

sane regardless of how much they ar: used. The machines have excess

capacity, i.e., they can do the record keeoin; for mo"c than eight‘ufive

stores; the more they are used, the greater the benefits that can he

derived from their use. As it is in the present system and as wouid be

in the proposed new system this equipment could continue to perform the

3
)

dual function of record keeping for both divisions, The use of thrse(

)fi“

machines viii continue to perform the recordukeeping function at the

lowest cost possible.

2, Comparisons between the two divisions. Each buyer has the recorls

3"”

of product sales for both divisions in the sane ‘;;e in the central buy-

(P1

ing organization of the present system. lhis provides a stanaard whiz:

can be used for possible control. For example, if an item is selling
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well in (incinnati and not well in Columbus, an in"estigation would take

place to discover the reason for this situation, The investigation would

most probably result in some kind of corrective actiona

Recoros for both ivisions will continue to be supplied from the

tabulating lepartment in Cim‘innati, and comparisona batwaan the two

divasioqs can continue to'be 003::7.55 very easily.

'3. Ur-iformity of records and reports. Tn the present central buying

operation the sane form3 are used :or allrecords and reports. «his pres

vides for si.wple comparison and analysis bgtween tne two Civ1sions. In

the new sysoem, the present forms and raports will be retained in each

division and 60"oarison3 V111 stili be able to be made easily.

h. specialization.- Under the present system, the grocery merchan-

T
,

dising flepartmnnt 5pmiali: at .. ;eac; bujPr being only cowcarned with one,
.

1
-
;

class of items? is bemfg* because the buyers gran in knavlaage ané

experience about their speCiIic proiuc (
‘
9

{
A

0 In tho new system sperializao

tion and the benefits of spoolalization will be retainedo In the new

system the onyers will have the reapcnsibiiity for one exbanded olass of

items, such as one buyer being concerned with the pirchaae of health an}

beauty aids and paper products.

5. Quantity buying. In The~cr€S$ni central buying operation, large

quantity purchases are possible.33 It is posaibie for Lne Columbus and

A A; _A

_v—v '

aity boying larger quantities of merchanflzse from a manufacturer 8

lower price per unit can be secured. For example. if'a claim bucloZUQ

cases of merchandise, the price could be 32 a case. I:‘ 530-1,6038cases

are brought the price per case could be 51.90 a cage.



Cincinnati divisions to share a large purchase resulting in lmzered cost

of the merchandise. Now both divisions have grown in size enabling them

to gain the benefits of quantity purchase separately. Therefore, in the

new sys tem, lower prices from quantity our-chases will be attainable in

both Colmabus and Cincinnati.

6. Possible Problems. In the present central buyirg operation, the

employment of "top grade" personnel in buyer-e“ jobs is not very important,

because buyers only perform routine buying functions. In the proposer!

decentralizezi operation, it is very important to have reSp-nsible and

clever men in buyers” positions because they will be grim-n me authority

to mke strategic decisions.

- In the present organization the training reriod’ for buyers is relao

fively short. in the proposed organization, training, for proper perform-

ance of responsibilities requires mc‘n HOI‘Q time because ct“ the experience

neoessazy. ‘Z‘nemf‘ore, in connection with the proposed organization some

arramement would he we to be mde to pmva» for the. training of buyers

to regime the mn in these position-n

In the present organ nation the buyers have been located in Cin-

cinnati for many years. The prOposevi sys Lem would necessitate con-vine in;

times: towers to relocate to Coltmue. The i-nprwemnt in status and

resporwibility should "go a long tray” in confirming, the. buyers to upon-sat

their families and move to Colmnbus.

In the present system the “érocery I'Ie‘rcnanfiisers, by making all oeci-

sions, control the promotions and prices to conform with the overall

merchandising panties and dollar objectives of tne mercnam‘ising



department. The objectives should be established in order to provide

goals fbr the buyers but also overall departmental goals.

M

The comparison of the two systems shows that the advantages of the

present system will be retained in the new system and the fo;1cwing

additional benefits will be gained:

1. Buyers knowledge and experience will be usgd.

2. xen max-hours wil; be saved in a norwal werkTS buying Operatinn,

allowing the time to be utilized in planning on tha part of tag CrQCFry

Eercnandisarg'

3. Clerical werk in typing and filing communications will be réducaé

by the elimination of two steps in the channfii of communications aad Lna

reduction.in the number of forms requirefi presently.

b. Information will flow witn more speefi and accuracy.

5. Supplier relations will be improved.

6, A better relationship between the fiejartment and the stores will

develop;

4. Euyers morale will be improved.

83 The Cwocery Merchandisws" work load will he lighteneri.

9. Better decisions.will result and these 6%uisions will raouir

Jess time per decis‘*n.
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mam. mauswm

1116 present buying ant? merchamiising departme:'.t- ci‘ mummy K as

centralizefl,li.e., buying of arccsry items is nerformcc in Cincinnati for

both the Cincinnati and Columbus markwts, Eecsvse the five mark%ts hava

became dissimi}ar, it has become necessary to flecentralizg. The prOposed

decentralizsd buying orgarfisation, 1.g., the aetabl1shment cf two huyfimg

and merchandising departments, one in Columbus and cnw in Viqcinnati,

previde for the {allowing:

1, The saving 0:" time b; releasirg the (Er-x62“)! Hawk mjisers fr-m

making decisions cn new itemw and promutisns 395 zaisgatjhg tais authority

to the buyers. The time saved can be ntil:?ed by ailcwing the Crocery

Harcnazéisers to develop and implement merchancising policies.

2, The number of steps in the channeis cf CUTMLLicabiCLS necassary

tram the manufacturers through the refaii feed chain marchandLsing

fleparnment to tne consumer will be reduced from Siva stays to three.

Two steps will be eliminated in (in FTOCGPFa

3. Buyers’ exparience and knowleégw will be utilizsd instiad of

being negfiected by the organization, because auth rity ill ta iven them

to-make decisicna on naw items and promctionss

L. ?upplier relations will be improved because saieamen wi}l make

their presentations flirectly to the buyers who vii; have the autncrjty

-.ltto make purchasing decisions instead c: presqnting them to an intarxafiizxj'
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