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ABSTRACT
HOW COUNTIES BUY: A STUDY OF ORGANIZATIONAL
ALTERNATIVES FOR THE PROCUREMENT
FUNCTION IN MICHIGAN COUNTY GOVERNMENT
By

Joseph David Stephansky

County governments play an important role in determining the
quality of rural life. Policy and program decisions of a county board
of commissioners are not final until translated into expenditures;
purchasing operations are a part of the operationalization of allocation
decisions. 1In a period of general fiscal difficulties and a need to
control expenditures, counties have recognized prucufement processes
as an area where changes might be made.

The stgndard prescriptions for procurement function organization
are based upon an implicit conceptual model of government as a command
structure: it is assumed that if purchasing authority is centralized
in a strong purchasing agent position, it can be exercised as explicitly
granted, and the desired behaviors of important actors will be forth-
coming. The spread of executive power throughout county government,
however, makes it a system of shared powers, where desired behaviors
cannot always be commanded: relationships among the important actors
are characterized by bargaining and trading rather than command. An
exchangé approach to intraorganizational relations is used, with the

alternatives for purchasing function organization analyzed on the basis
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of resources and trading materials available to actors for use in
bargaining.

The buying center concept is used; actors with conflicting
interests participate in buying decision making. Control of decision
making for important purchasing activities will determine final
performance relative to the important actors' goals. The working
hypothesis is that participation in decision making reflecting the
board's prlorities will increase as the position assigned purchasing
authority obtains more trading materials. Case study counties are
used within a comparative descriptive methodology to examine the
factors determining patterns of participation in purchasing decision
making. Results indicate that changes in procurement function organi-
zation do affect buying center participation in this way for purchases
for departments with appointed heads., While the available organi-
zational alternative provide the appearance of central control,

" composed of the

however, the members of the '"old courthouse gang,
offlcials elected from a county-wide base, retain their abilities to

exclude the board from procurement decision making.



To my wife, Lynn, who supports me in

all the ways I decide to use my life

idi



ACKNOWLEDGEMENTS

Many people have provided help and encouragement for this work,
and I cannot name them all nor express in words all that their support
and patience have meant. I have special thanks for Al House, who has
lead me through the complex and confusing world of local government,
and for Al Schmid, who has tried to help me learn to ask meanginful
questions. Appreciation is also extended to Larry Libby and Don
Holecek, who provided necessary support at critical times.

I am indebted to all those officials and employees of the county
governments I have worked with for extending me the trust necessary
to complete this work.

Appreciation is expressed to the Department of Agricultural

Economics, Michigan State University, for their financial assistance.

iv



LIST OF
Chapter

I'

II.

ITI.

Iv.

TABLE OF CONTENTS

FIG‘IRES - . L] - - L] L] - - - - L] - - - - - L 3 - - L] -

INTRODUCT ION - - L] - - - - - - - - - - - - L] - - - .

Problem Setting . « + ¢ « s o ¢ & » + s s « s ¢ o s
Purpose and Format of Study . « « ¢« ¢ ¢ ¢ o &« ¢ o« « &

THE PRESCRIPTIONS OF THE PROCUREMENT LITERATURE . . .

Centralized Purchasing . . . « « ¢« ¢« ¢« &+ o & ¢ « & =

Management Versus Service Approaches to Purchasing

County Government Purchasing and the Position of the
Literature . « ¢ « o« ¢ o o « o s s s o « s » s = »

A FRAMEWORK OF ANALYSIS AND A DESCRIPTIVE MODEL OF
COUNTY GOVERNMENT PROCUREMENT . . ¢« o « & & = & + o

A Framework of Analysis: Institutions, Behavior, and
Performance . . . « ¢ v o o o« o o ¢ o s s o o »
A Descriptive Model of County Government Procurement
Bargaining Versus Command Relationships in County
Government . . « + ¢ + » & & & 3 s+ & a2 & &
A Conceptual Framework for County Government
Procurement . . . « o « ¢ o = o s s * ¢ s o @« =

THE NATURE OF MICHIGAN COUNTY GOVERNMENT . . . . . .

County Government in Michigan . . . . « « « « + o« « .
The Characteristics of County Officials - The
Experience in Migsissdppl . . . . ¢« ¢« ¢« « 4+ & « &
The Major Participants within Michigan County
GOVErnment . +« « « o« ¢ o« ¢ = ¢ o 2 o & s s » &« &
Elected County Officers ., . + « & & « ¢ ¢ & o o« &
The Judges .+ v « + ¢+ ¢ ¢ &« o o o o« s + o s s o s
County-Appointed Department Heads . . . . . . . .
State-Appointed Positions . . . ¢« ¢ ¢ & & & o
Other County Boards and Commissions . . . . . . .
The Need for a Service Approach . . . . « « « « « & &

viii

11

15
20
20
23
23
33
47
47
53
55
57
64
66
67

68
69



v.

VI.

VII.

VIII.

PURCHASING FUNCTION ALTERNATIVES IN MICHIGAN COUNTY
GOVERNMENT L) » L L L L] - - - - L - - Ld L4 - - - - - L

Participation in Decision Making . . . « . . . .
The Basic Alternatives in Statute . . . . . . .
The Appointment of a County Purchasing Agent
The County Clerk as Purchasing Agent . . . .
A County Administrator Assigned Purchasing
Responsibilities . . .« « o ¢ ¢ = o« ¢ o o « + &
The County Controller as Purchasing Agent . . . .
Purchasing by a Committee of the Board of
Commissioners . . « o« o ¢ « s o o = ¢ = + o o
Purchasing by a Board of Auditors . . . . . . . .
Purchasing by a Manager or Executive under the
Optional Unified Form of County Government . .
State Procurement Programs . . « . = « « » o ¢ s o
SUMMATY .« « o« & o o & s & & s = s a2 s =2 o & a s = »

- L] - -
L] L] » -

THE MEASUREMENT OF PURCHASING PERFORMANCE . . . . .

Introduction « o o« ¢ « o o s 2 o 2 o 5 + 4 2 € @ o
The Literature on Purchasing Performance Measurement
Purchasing Efficiency and Productivity . . .
The Scope of the Literature . . « « « « « + &
Measures of Performance . . « « o « ¢« « & o o &
Data Limitations . . . + « & & « ¢ & o & « &
Difficulties in the Use and Interpretation of
Performance Measures . « « « s 4 s = « = « » =
Conclusions .+ ¢« v v v & 4 ¢ 5 o o o o « o o a o s &

- ]
L] [
» -

STUDY METHODOLOGY . & « &« o & ¢ s « ¢ o ¢ ¢ s s s

Introductdon .+ + « « « & ¢ « .+ .
The Study Countdes . . + + « «
Size of Counties . . . . . .
Purchasing Load . . . . . . .
Choice Criteria . « .+ + « & « & & ¢ o s « v e
Investigation of the County Government Buying Centers
General Methodological Approach . . . . + +« . . .
Identification of the Buying Center . . . . + . .
Data Collection . . . &« 2 & o s s o o s « s & s =
The Analysis of the Buying Center Structural
Representations . . . . « o ¢ & ¢ s ¢ o « =

L * - -
»

- - ] -
.
L]

* - L] -
L]

THE BUYING CENTERS IN THE STUDY COUNTIES . . . . . .

Introductlon .« « o+ « o ¢ o o o o o s 5 s 5 » s + v o
Lapeer County . . + + o o & o ¢ ¢« & o« o s 5 s o« o
Description of Current Purchasing Operations . .
Buying Center Partiecipation . . . . . + « « + « &

vi

78

78
81
81
89

920
91

93
94

95
97
99

100

100
101
101
103
108
108

109
126

127

127
129
129
131
134
135
135
142
146

154
156
156
162

162
169



Van Buren County . « o « ¢ ¢ « & o & s 5 ¢ « 2 o « 2 o o 179
Description of Current Purchasing Operations . . . . 179
Buying Center Participation . . . . . . . . . . . . . 186

Lenawee COUNEY + « o « « + s + & & o s o » o = » s s + » 198
Description of Purchasing Operations . . . . . . . . 198
Buying Center Participation Prior to the

Administrative Reorganization . . « . « &+ « & + 204
Buying Center Participation After the Employment

of an Administrative Coordinator . . . . . « + « . 212

The Proposed Central Purchasing Poliey . . . . . . . 220
Clinton CoOUNLY « &+ « « « o o = o » o o s o « s s & o » 225
Description of Purchasing Operations . . . « « &+ + & 225
Buying Center Participation Prior to July 1, 1981 . . 229

Buying Center Participation After July 1, 1981 . . . 233

IX. PURCHASING ORGANIZATIONAL ALTERNATIVES AND BUYING CENTER
PARTICIPATION: FINDINGS AND IMPLICATIONS , . . . . . . 240

Introduction . . . . + + & & « & + & . C e s e e e 240
Buying Center Participation Patterns in the Study
Counties . &« 4« & ¢ o =« &« 2 2 s « 2 o o s o o » s o » 241
Elected Versus Appointed Department Heads . . . . . . 241
Review and SUmmary . « « « « « = & & » 2 s o o s o = 245
Structure: The Nature of the Trading Processes in
County Government . . . + s « « = « o o « = s « 248
The Effects of the Individual on System Performance . . 256
Implications for the Organizaticn of County
Government Procurement . . + + « « &+ & » s s e s . 263
Options for Changing Board Participation in
Procurement Decisions . . . . . . . « ¢ ¢« ¢« &« « & 263
Cooperative Purchasing and Information Sharing . . . 269
Potential State and Federal Government Requirements
Affecting Purchasing Function Organization . . . . . 274
Needs for Further Research: Implications of the Results
for County Government Organization and Operation . . 277

APPENDIX PRICE PERFORMANCE OF COOPERATIVE PURCHASING
ARRANGmNTS L] L L - » . - L - - - - - - L] . L] - L] . - 279

LI ST OF REFERENCES » » L L] - - - - - a - L - - - - - - L L L] L L 288

vii



Figure

1.

10.

11.

LIST OF FIGURES

A Conceptual Framework for County Government
Procurement . « « « o » s o o * ¢ + s o« o o s & 5 8 s s o

The Study Countles . « 4+ « & o « « & ¢ « 5 o 2 s a s s » »

Structural Role Analysis for Office Product Decisions
For One FIrm . . &« & ¢ ¢ ¢ 4 2 o o o o 4 s o s o o o s s =

Buying Center Participation in Lapeer County . . . . « « .

Buying Center Participation in Van Buren County:
Purchases for the Departments of Elected Officials . . . .

Buying Center Participation in Van Buren County:
Purchases of Office Supplies and Equipment: for Departments
with Board-Appointed Heads . . . . « « ¢ &o ¢ ¢ o « s s » =

Buying Center Participation in Van Buren County:
Purchases Other than Office Supplies and Equipment for
Departments with Board-Appointed Heads . . . . . . . . . .

Lenawee County Central Purchasing Policy . . . . . + . . .

Selected Materials from the Ways and Means Committee
Letter (dated May 1, 1976) to Department Heads,
Clarifying the Central Purchasing Policy . . « « « « « « &

Buying Center Participation in Lenawee County:

Purchases by Elected 0fficials and Purchases for
Departments with Board-Appointed Heads with the

Exception of Office Supplies and Equipment . . . . . + . .

Buying Center Participation in Lenawee County:

Purchases of Office Supplies and Equipment for
Departments with Board-Appointed Heads . . + « + & & « + &

viii

34

136

140

178

193

194

197
200

202

211

213



Figure

12'

13.
14-

15.

16.

17.

Buying Center Participation in Lenawee County After
the Administrative Reorganization: Purchases Other
than Office Supplies and Equipment for Departments
with Board-Appointed Heads . . . « + & + & o & ¢ & ¢ &«

The Proposed Lenawee County Purchasing Policy . . . .
Clinton County Purchasing Policy . . « « ¢« o &+ ¢ o « &

Changes and Additions to the Purchasing Policy of
Clinton County, Effective July 1, 1981 . . . . . . . .

Buying Center Participation in Clinton County:
Purchase of Office Supplies for Departments with
Appointed Heads . . . ¢« « & & ¢ 4 & ¢ 2 v o & o o o @

Buying Center Participation in Clinton County:

Purchases Over $100 and Under $2500 for both Elected
and Appointed Department Heads, Effective July 1, 1981

ix

219
221
226

228

232

237



CHAPTER I

INTRODUCTION

Problem Setting

Underlying the investigation of county government procurement is
a concern with the allocation of county resources. Decisions on how
purchasing, inventory, and disposal activities will be handled repre-
sent important decisions on how county resources will be used: the
policy and program decisions of the county board of commissioners are
not final until they are translated inte actual expenditures. Purchas~-
ing processes are a part of this operatiomalization of the allocation
decisions; it is not a mechanical or automatic process.

In the present period of generally increasing fiscal difficulties
for local units of government, counties are being forced to find ways
to cut their expenditures or at least control their rate of increase.
Any change in the expenditures for a functional activity or a final
output can be disaggregated into some combinatien of the following
sources: (1) cost, (2) workload, (3) quality, and (4) productivity.1
The first source presents the only element having a common demominator
across all functions and activities of government: dollars. Instead
of examining each output function of the government across all four

dimensions and asking whether each output or impact could individually

1'John P. Ross and Jesse Burkhead, Productivity in the Local
Government Sector (Lexington, Massachusetts: Lexington Books,

1974), p. 7.
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be produced for fewer dollars, an examination of the procurement
function asks an aggregate question about doing all functions of the
county gevernment for less.

Fiscal difficulties have also increased the desire of counﬁy
boards of commissioners for tight financial control and accurate
information. A purchasing system may play an important role in this
area: an accrual system of accounting (i:e., one using encumbered
fund balances), for example, requires certain consistent flows of
information from the purchasing processes: Increasing purchasing work—
loads (as reflected in budget size), the greater complexity of many
of the commodities purchased, often with a wider selection of alterna-
tives, along with increasing numbers of legal challenges to the actions
of government officials, have combined with this period of general
fiscal difficulties to prompt many county governments to ask for help
in this area: what was considered to have worked well in the past often
becomes perceived as inadequate. In Michigan, county government
concern is reflected in the many questions addressed to the Cooperative
Extension Service staff at Michigan State University; at the national
level, county governments from around the nation have been asking the
National Association of Counties for aid in guiding decision making

about changes in the organization of purchasing processes and procedures.

‘Purpose and Format of Study

The question in practice is, Do the procurement function organi-
zational alternatives available to county governments result in
differing purchasing performance? The examination of this question

will be based on the Institutions-Behavior-Performance paradigm:
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this framework for imstitutional analysis assumes a causal relation-
ship exists first between institutions (the rules of the game, "sets
of ordered relationships among people that define their rights, expo-

"l) and

sures to the rights of others, privileges, and responsibilities
the behavior of people (both individually and aggregatively), and then
between behavior and performance; The alternatives for the organiza-
tion of the purchasing function in county government may be seen as
different ways in which some part of the relationships among the actors
can be structured. (Changes in the rules governing how actors will be
related in procurement decision making will occur within a larger set
of institutional relationships within county govermment.) The need

for research in this area stems from a body of literature on procure-
ment that offers prescriptions for the organization and operation of a
government purchasing function that are unrealistic given the nature of
the form of county government found in Michigan and in other states
where county government takes a similar form: i.e., the adoption of

a certain formal organizational structure is assumed to lead to certain
desired behaviors (and thus to desired performance); It is this
behavioral assumption that is in queation;

The majority of the literature starts with the implicit assump-
tion that government organization is predominantly a command structure,
with bargaining between the participants playing a minor role. It is
assumed that if nominal authority is given to a centralized purchasing

position, that authority can be exercised as explicitly stated, and the

lA. Allan Schmid, Property, Power, and Public Choice: An Inquiry

into Law_and Economics (New York: Praeger Publishers, 1978), p. 6.
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desired behaviors of important actors within the organization will be
forthcoming. The prescriptions of the literature based upon this
implicit model of command relationships call for the centralization of
all procurement decision making and control im one persom or office
within an organization, and in the case of govermments, the prescrip-
tions call for explicit grants of power in this area through statﬁte
law at the state level and ordinances for the local units.

The form of county government used in Michigan, however, may best
be viewed through a different conceptual framework based on relation-
ships among the important actors being characterized by bargaining,
with command playing a lesser role: This stems from a spread of
executive power throughout county government; this 1s a system of
shared powers, where desired behaviors camnot always be commanded.

Such a conceptual framework identifies a different set of variables,
variables left out of the command framework, as major determinants

of purchasing performance. Instead of being analyzed on the basis of
assigned command authorities, the alternatives for purchasing function
organization may be described in terms of the resources and materials
avallable to the actors for use in bargaining and trading. The adoptionm
of a particular alternative may change the distribution of trading
materials and the potentials for theilr effective use;

The board of commissioners is the nominal policy-making body of
the county government. This work takes the county board of commissioners
as the decision-maker of concern; decisions on changes in the overall
purchasing system for a county are made by this group. The other
important actors in county government do not necessarily share or place

the same priorities on the goals a board of commissioners might wish to
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pursue in purchasing. The procurement system may be viewed as a
decision-making system where conflicting interests are involved:
participation in decisions and the outcomes of the procurement
decision making (performance) will be determined by the outcomes of
trading processes within county govermment.

This leads to the general hypothesis that participation in
procurement decision making reflecting the board's goals and priorities
will increase as either the board itself; or a position assigned
purchasing authority and responsibility by the board; obtains more
trading materials or bargaining power; Difficulties In the use of
quantitative measures coupled with an incomplete conceptual framework
covering the relationships among the important actors within county
government preclude the use of an e#planatory study approach. The
state of knowledge about the variables and relationships involved
calls for an exploratory study, to eiamine the nature of the general
concepts, to look for their compeonent variablea' and the character
of the relationships among them. A comparative descriptive methodology
is used, with the above as a working hypothesis guiding the work. As
an exploratory study, the research objectives must be framed as open-
ended questions:

What are the factors determining participation in procurement
decision making within county government?

Are there general patterns of participation in decision making?
How does the nominal centralization of purchasing responsibility
and authority affect participation in the decision-making process
and the roles played?

These questions will be investigated through a set of purposively-chosen

case studies.
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The following chapter covers the general prescriptions of the
literature and its assumed links between the organization of the
procurement function and performance outcomes. Chapter III lays out
in more detail the underlying paradigm of institutional analysis to be
used and develops a conceptual framework for county government procure-
ment. Chapter IV considers the gemeral nature of county government in
Michigan, the relationships among the important actors, and the command
abilities and trading materials of the partieipants. The formal alter-
natives for procurement function organization available to county
government and the state purchasing programs open to county partici-
pation are described in Chapter V. Chapter VI turns to the measurement
of purchasing performance, covering the literature and the difficulties
in using available measures for intergovernmental comparisons.
Chapter VII describes the research methdology used, while Chapter VIII
turns to an examination of participation in procurement decisien
making found in the study counties! Chaptexr IX describes the partici-
pation patterns found in the study counties and theilr implications for

the organization of the purchasing function in county government.



CHAPTER II
THE PRESCRIPTIONS OF THE PROCUREMENT LITERATURE

Centralized Purchasing

The general position of the procurement literature is that the
achievement of optimal purchasing performance requires the centrali-
zation of purchasing authority and respnusibility; The general
concepts of centralized and decentralized purchasing need further
specification, however, before they can be useful variables in research,
The discussion below indicates that the term 'centralized purchasing"”
as used in the literature has come to represént a particular form of
centralization, based on a management as opposed to a service approach.

The call for the centralization of the purchasing function
(including inventory, inspection, and distribution) in govermment has
a long history, starting with recommendations for New York City in
1913. At the general concept level, it is generally held that the
centralization of purchasing will result in a money savings; lists of

factors supposedly leading to the hypothesized savings are common. 1

1Less common are considerations of possible inereased monetary and
other costs. For example, Al House suggests that corruption will
increase with centralizatjon: it means the creation of larger possible
rewards for criminal activity. Such rewards might attract risk-taking
that would not occur under a departmentally-decentralized system. Also,
although the actual purchasing of items may be shifted out of the
individual departments, there may not be the hypothesized administrative
savings. There might not be an actual decrease in departmental time
spent on the purchasing function; the staff time might be spent on
trying to influence or change decisions being made by a purchasing
agent.
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Difficulties arise in putting the general concept into practice: if
this general concept could easily be applied and resulted in all of the
hypothesized savings, everybody would use it.l Although the concept
of centralized purchasing has been offered for over seventy years,
Lee and Dobler indicate that even in the private sector where it has
developed the fastest, purchasing was ome of the last specialized
functions to be centralized, with most major changes in responsibility
and authority coming since World War 1.2

The literature on centralization falls into two categories. A
large portion of the literature uncritically accepts the premise that
1f the generalized concept of centralized purchasing is applied, it
will inevitably lead to a '"met improvement"” in an organization. There
is a lack of comparison to other methods which might be used to
accomplish the same ends. It is usually held that the "optimal’ form
of the purchasing function is known and should be immediately imple-
mented. Purchasing is to be a pure command activity. An example of

the preécriptions:

lon the national situation: "More than 20 years ago, the National
Institute of Municipal Law Officers, in cooperation with the National
Institute of Governmental Purchasing, developed a Model Purchasing
Ordinance to assist local governments in bringing efficiency to their
operations. The purpose was to provide a guide that could be used by
local govermments to adopt volume-~buying techniques and related prin-
ciples. . . .The survey results indicate, however, that only 14% of the
counties adopted any or all of the features of the NIMLO Model Purchas-
ing Ordinance." Note also that this survey had a very low response
rate: only 696, or 32%, of 2,203 counties surveyed responded. (James
T. Carter and Ronald Welf, "Purchasing Practices in Counties,' in The
County Yearbook 1975 [Washington, D.C.: National Association of
Counties, 1975]), pp. 74-98. The authors claim this survey was the
first major attempt to even identify county purchasing practices.)

2Lamar Lee and Donald W, Dobler, Purchasing and Materials Manage-
ment: Text and Cases (New York: McGraw-Hill, 1977), preface.
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The first step in the "scientific' approach to public purchas-
ing is the transfer of all responsibility for purchasing functions
from each individual department to a centralized office adminis-
tered by a professional purchasing agent.

The purchasing agent is to have complete control over all decisions

pertaining to procurement.

The other part of the body of literature does not approach central-
ized purchasing in such a dogmatic manner, with many authors allowing
for degrees of centralization. For example, in this part of the
literature a major differentiation might be made between the authority
and responsibility for the purchasing function and the actual perfor-
mance of particular purchasing activities.

Furthermore, regardless of the level of government or the relative

gsize of the purchasing program, there should be a desigpated

individual, office, or body which assures the requirements and
principles of the total purchasing program are met. . . . The
central purchasing authority must either accomplish all functions
of the program or see that they are properly performed by others.
Thus all of the following would be accepted as forms of centralized

purchasing:

1. Actual buying done by departments, but a central office
determines specifications and selects vendors

2. Actual buying done by departments, but a central office
determines practices and guidelines and works to ensure
they are followed

3. Centralized purchasing of key items, with other purchases
decentralized

While there cannot be said to be any agreement in this part of

lelde T. Hardwick, Purchasing Study of Local Government in the
Southeast Michigan Metropolitan Six-County Region (Detroit: Metro-
politan Fund, 1965), p. 1. Note the value-loading of the word
"scientific."

2Council of State Governments, State and Local Government
Purchasing: A Digest (Lexington, Kentucky: Councll of State Govern-
ments, 1974), p. 5.
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the literature as to the "optimum" form and degree of centralization
of purchasing, there does seem to be consensus én the need for
purchasing authority and responsibility to be clearly stated, with some
form of central purchasing authority having overall responsibility even
if not directly carrying out all purchasing activities.
Both parts of the literature, however, place primary emphasis

on command activities. Alternatives are described in terms of powers
and authorities assigned to the purchasing position; Some small
sections of the literature have abandoned parts of the command model.
Organization theory as developed for use in the materials management
concept, for example, has rejected many of the usual assumptions. The
possibility that the self-interest of actors within an organization
could play an important role in procurement has largely been ignored
in developing prescriptions for purchasing function organization.

The delegation of functions to individual departments under conven-

tional materials organizations assumes automatic coordination and

lack of self-interest. It therefore overlooks the principile of

self-interest and makes it difficult, if not impossible, for

individuals to work together for the common good.
An organization theory approach has brought with it the recognition
that purchasing decisions are additive in nature and that self-interest
does operate within organizations through conflicting objectives of
individual subfunctions. This change in underlying assumptioﬁs has not
brought with it, however, any change in the final presecriptions for
handling these conflicting interests: 1.e., it is still held that for

all organizations there is the necesaity to concentrate responsibility

and authority for materials decisions.

1Gary J. Zenz, "Organization Theory and Materials Management,™
Journal of Purchasing (August 1969): 14.
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With the literature starting from the stance that a particular
organizational form is optimal and thus not making comparisoms between
alternatives, it does not in general contain materials helpful in
making decisions about organizing this function in situations where
there may be blocks to such assignments of power or where the exercise
of nominal powers may be difficult. Corey describes the procurement

literature as follows:

Researchers and writers have dealt with procurement either on a
theoretical plane primarily for academic consumption or on a
technical level helpful for buyers. What seemed to be lacking was
an understanding of the problems of procurement managers, those
charged with planning and organizing procurement . . A

Management Versus Service Approaches to Purchasing

In the literature there are two basic approaches to the purchas-
ing function: purchasing as (1) a dominant management function with
emphasis on control of activities and planning for the organization as
a whole, and (2) a service function for the using departments. (A few
authors try to take an intermediate position, with purchasing having
neither a dominant nor a subordinate role: i.e., a purchasing depart-

ment functioning as an "equal' of the other departments. They do not,

1Raymond E. Corey, Procurement Management: Strategy, Organization,
and Decision Making (Boston: CBI Publishing Company, Inc., 1978), p. ix.
Corey finds the literature falls into three main categories:
1. ", . . describe purchasing's role and the techniques of doing
the work of buying and procurement management.
2, ", . . the behavioral aspects of the buyer's job and considers
the nature of the influences at work in shaping individual,
as opposed to corporate, buying behavior. It would seem that
the primary purpose of these studies is to help sellers
understand buyers' interests, motivations, and internsal
relationships.
3. ". . . treats the negotilating process specifically.” (p. 134)
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however, go on to consider all that this might imply as far as command
versus bargaining relationships and the effects upon performance.) The
underlying orientation of decision makers regarding the procurement
function will have important effects upon decisions concerning the
assigmment of authority and the allocation of resources to purchasing.

Although both approaches are identified, in making prescriptions
the literature has come over time to a single path. Heinritz and
Farrell conclude:

If we were asked to give a brief, all-inclusive summary of the
most important trends in industrial purchasing over the past few
yvears, the answer could only be: purchasing has emerged as a
management function. A similar development is occuring in institu-
tions and governmental procurement.

In keeping with this trend, the authors describe the service orien-

tation as follows:

Since the activities of purchasing have the primary purpose of
implementing the work of other departments. . . it is sometimes
regarded as merely a service function. Purchasing can be carried
on under this concept with partial effectiveness. The implicatdion,
however, is that purchasing considerations are subordinated to the
aims, desires, and policies of the departments served.
Some of this orientation in the literature can be traced to the
interests of groups that sponsor research or choose materials for publi-
cation. It 1s mot surprising, for example, that an asscoclation of pur-
chasing officials would hold that purchasing officers are part of the

governmental management team: "A centralized purchasing agency performs

a management function. It should exercise procurement controls over the

lStuart F. Heinritz and Paul V. Farrell, Purchasing: Principles
and Practices, 5th ed. (Englewood Cliffs, New Jersey: Prentice-Hall,
1971), p. v.

21bid., p. 5.
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operating departments."l

The evolution of the management orlentation can be traced in
the literature of the past thirty years.z Prior to the 19508, purchas-
ing was generally regarded as purely a service function. In the early
1950s, purchasing began to be seen not just as a service activity, but
also as a profit-making activity.3 The purchasing agent was not recog-
nized as a part of the management team, but he was recognized as an
important contributor of information to top level corporate policy
decision making.4 Entering the 1960s, purchasing comes to be explicitly
identified as a management function.5 Now purchasing personnel are to

be specifically developed for general management duties.6 Then in the

1National Asgsociation of State Purchasing Officials, Principles
and Best Practices in State Purchasing (Chicago: Council of State Govern-
ments, 1964), p. 2. They go on to say: "A state purchasing statute
should set forth only general policies. Procedural detail should be
established by executive order or regulations issued by the central
purchasing officer."” (p. 1) They have a definite view of what their
authority should be.

2The articles cited in the following paragraphs were taken from a
review of the literature in Douglas C. Basil, Emma Jean Gillis, and
Walter R. David, Purchasing Information Sources (Detroit: Gale Research
Company, Inc,, 1977). These authors reported the contents of articles
without commenting on trends. They instead took the position that a
major problem facing industry is of upgrading the purchasing function
into tJp management.

3John A. Hill, "Are Our Purchasing Concepts Qut of Date?"
Management Review (November 1953): 655.

4Howard T. Lewis, "Industrial Procurement and Marketing,"
Harvard Business Review (September 1950): 49.

5Stuart F. Heinritz, "Purchasing as a Management Function,"
Purchasing 6 (July 1959): 78.

6David S. Gibson, "The Purchasing Side of Management,'" Adminis-
trative Management (July 1963): 67-69.
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late 1960s, the role of purchasing as seen in the literature was
further expanded, with the purchasing officer sometimes seen as
necessarily taking a key part in creating overall corporate strategy:
it was not just a matter of simple purchasing administration, but one
of corporate decision making and guidance.1 The idea of purchasing as
a support function was giving way to purchasing as an integral part of
the production process.2 A major reason for this change in orienta-
tion in the literature over time has been the necessity of shifting
from short-run tactics to longer-run considerations, especially in the
larger business enterprise. Corey, for example, states it has been
simple concern for the availability of basic inputs that has forced
corporations into developing long-term procurement strategies and
making procurement planning of top importance.3 Thus the concept of

procurement as a management function has continued to expand.

Liruce Henderson, "Purchasing's Part in Corporate Strategy,"
Purchasing 13 (January 1966): 76-78.

2Daniel D. Roman, "A Reinterpretation of Procurement to Close the
Academic Credibility Gap," Journal of Purchasing (November 1968):
31~42,

3

Corey, p. vii.

4The outlined trend in the literature, taken to the extreme, has
given rise to the ideal conception of the "materials management"
approach, which is a reaction to the realization of the complete inter-
relatedness within a producing organization. The attempt is then made
within this approach to find some objective, optimal solution. Within
this ideal concept, the traditional forms of organization are seen as
preventing the optimization of the flow process. Ammer states: "In
many cases, organization structure inhibits achievement of a proper
balance of objectives. When materials management functions are
sectored throughout the organization, each materials subfunction tends
to develop objectives of its own which may not be consistent with the
company objectives.” (D. S. Ammer, Materials Management [Homewood,
Illincis: Richard D. Irwin, Inc., 1974].) In actual practice, this
ideal materials management concept is not used in private sector large
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As strategies are developed, it becomes apparent that they are inter-
related. Tactics tend to stand alone, but materials strategies not
only interact with each other, but with other company strategies. . .
This elevates the task of the procurement executive to the level of
general management, and demands an understanding of not only other
functions within the organization, but their relationships to each
other and to the basic objectives of the enterprise.

The purchasing position has thus been seen as needing greater and
greater powers to command, extending throughout the organization. The
underlying conceptual framework assumes that 1f nominal authority is
given to a centralized purchasing position, that authority can be
exercised as explicitly stated, and the desired behaviors of important
actors will be forthcoming.

County Government Purchasing and
the Position of the Literature

The literature covering local government procurement is very
small and is in consensus with the body of literature covering business
and larger goverument organization; i.e., a form of centralized purchas-
ing under a management orientation is presented as the best solution.
The major recent work on local government purchasing is State and

Local Government Purchasing, published by the Council of State Govern-

2
ments. The final prescriptions of this study follow the conventional

corporations. The term "materials management" has continued to be used
in the literature, but it does not imply that ideal form: it is
instead used to stress the need for coordination and the alignment of
goals.,

1Corey, p. viii.

2National Assoclation of State Purchasing Officials, State and
Local Government Purchasing (Lexington, Kentucky: Council of State
Governments, 1975. This source claims to be the first comprehensive
research effort on this subject. This study involved support from organ-
izations such as the National Association of State Purchasing Officials
and the National Institute of Governmental Purchasing, Inc., which have
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wisdom of the literature: '. . . purchasing must be management
oriented rather than simply service oriented."l
Purchasing also should have a management responsibility, shared
with the central budget unit, to review the validity and
appropriateness of purchases and to obtain adequate program infor-
mation and justification from using agencies.
Purchasing should participate in both the management and opera-
tional functions of planning and scheduling, . . . Purchasing
should also participate in budget reviews, facllities planning,
and economic analyses. . . [Statutes should] provide purchasing
with the authority_to review the validity and program appropriate-
ness of purchases.

Concentration of command authority remains of primary impor-
tance. No allowvance is made for possible political relationships
within a government; purchasing principles must rule, and political
problems must be swept away.

The tradition of long-standing autonomous and politically powerful
agencles 13 difficult to overcome, yet it should nzt override the
fundamentals of a sound public purchasing program.
For the county form of government, it will be seen that this prescrip-
tion is particularly difficult to follow.

The conceptual framework used by a researcher in evaluating

purchasing policies or organizational alternatives will largely deter-

mine his interpretation of results through specifying which variables

are important and which are irrelevant. I have located only one study

particular views about proper organizational form and the assignment
of authority to the purchasing agent.

lrbid., p. 3.2.
21b1d., p. 4.2.
3bid., pp. 2.4 - 2.5.

41bid., p. 3.2.
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pertaining directly to the procurement function within county govern-
ment; it accepts the general prescriptions of the procurement liter-
ature as the base for comparison. This study is:

Stephen Blaine Gordon, "An Assessment of Mississippi H.B.

No. 975 (1974) Requiring Boards of Supervisors to Implement

County Central Purchasing Systems' (Master's thesis, Mississippi

State University, 1975).

The bill required all counties of the state to adopt a particular
centralized purchasing system to cover "equipment, heavy equipment,
machinery, supplies, materials and services necessary for the main-
tenance, upkeep, repailr, construction, and reconstruction of the roads
and bridges." The impacts of the bill were assessed through a survey
of county supervisors, who were asked a series of questions about
purchasing practices and outcomes for before and after passage of the
bill. Summarizing their responses, Gordon indicates the general opinion
was that there was no overall significant impact of the bill. The
expected price and operating cost benefits apparently did not occur.
The major identified effects were essentially unintended consequences:
supervisors and vendors became more aware of statutory bid procedures,
and supervisors in general appear to have become more aware of all laws
regulating their behavior.

This evaluative study is based on the same conceptual framework
as the procurement literature considered above. Thus in interpreting
the results, Gordon sees the statute as failing to achieve the desired
changes because it did not provide for "true centralization.”

In the firat place, there is an absence of the authurity; discre-
tion, and political independence required for a genuine centralized
purchase gystem. . . . the actual authority to purchase such items
1s in no degree removed from the supervisors and vested in the

purchase clerk. Instead, the absolute power to purchase such items
still remains completely within the legal power of the board of
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supervisors, should the board desire to maintain all such
authority. The only power that Mississippi county supervisors
have been required to delegate to the office of purchase clerk
created by H.B, No. 975 (1974) is tEe performance of certain
"paperwork control procedures". . .

This law was described as:

« «» - one of a long line of laws coming out of the Migsissippi
legislature with impressive titles but no substance. While this
act established what it refers to as a '"centralized purchase
system" for all Mississippi, in reality, it only sets up a paper-
work contrel procedure without altering the county road purchasing
procedure. . . . the law under investigation here hardly resembles
a genuine potentially effective central purchasing system as
advocated by such national authorities as the National Institute
of Governmental Purchasing.

Thus "substance" is to mean the statutory assignment of command
authority. The prescriptions of the Author follow those of the
literature.

Many of the commonly cited advantages of centralized purchasing
found in the literature are assumptions based on logic rather than
empirical verification. These are combined with observations of operat-
ing purchase systems to yield the prescriptions of the literature.
These observations, however, have been of a limited variety of organi-
zations; l.e., the prescriptions are also based on the most-studied
units, which have generally been large industrial enterprises. The
results have been assumed to be applicable to all sizes of enterprise.
This has also been the case for governmental purchasing, with the
federal government being the most studied. Because all governments

purchase various commodities and services necessary to thelr operation,

the tendency has been to assume the applicability of a single set of

lGordon, pPp. 27-28.

21bid., pp. 80-81.
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of prescriptions covering all government procurement functions.
A basic question, however, is of the uniqueness of county government
and its situation in procurement activities. If it 1s unique, as
contrasted to the underlying conceptual framework and assumptions of
the literature, solutions must be unique. If not, solutions applicable
to other purchasing situations can be considered. The next two
chapters consider this in more detail through the application of a
framework of analysis based on an Institutions~Behavior-Performance
paradigm and the development of a conceptuval framework of county
government purchasing that will be the basis for developing perfo:—
mance expectations about the procurement function alternatives in

county government.



CHAPTER III

A FRAMEWORK OF ANALYSIS AND A DESCRIPTIVE

MODEL OF COUNIY GOVERNMENT PROCUREMENT

A Framework of Analysis: Institutions
Behavior, and Performance

This research is based upon a framework of analysis developed
for examining industrial organization that has been expanded in the
literature to general applications in institutional and policy
analysis. The standard industrial organization paradigm holds that
market structure influences market conduct, which in turn determines

1

market performance. This paradigm has been extended through an

expansion of the meanings attached to the conceptual components of
structure, conduct, and performance.2

Relationships between actors within what is defined as the

Iror a detailed description of this industrial organization
paradigm, see F. M. Scherer, Industrial Market Structure and Economic
Performance (Chicago: Rand McNally College Publishing Company, 1970),
pp. 3-7, and Peter G. Helmberger, Gerald R. Campbell, and William D.
Dobson, '"Organization and Performance of Agricultural Markets," in
A Survey of Agricultural Economics Literature, 3 vols., Lee R. Martin,
ed., vol. 3: Economics of Welfare, Rural Development, and Natural
Resources, 1940s to 1970s, pp. 508-518.

2For a description of this expanded paradigm of institutions,
behavior, and performance, see A. Allan Schmid, “Analytical Institu-
tional Economics: Challenging Problems in the Economics of Resources for
a New Environment," American Journal of Agricultural Economics 54
(December 1972): 893-901, and James D. Shaffer and A. Allan Schmid,
"Community Economics: A Framework for Analysis of Community Economic
Problems," East Lansing, Department of Agricultural Economics, Michigan
State Unilversity. (Typewritten)

20
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market covers only a narrow range of all the ways people may be
related to one another. The concept of market structure has been
expanded Into the concept of institutions: '"sets of ordered rela-
tionships among people that define their rights, exposures to the
rights of others, privileges, and responsibilities” in all aspects
of their individual and group lives.l The concept of market conduct
is expanded to encompass all of human behavior. Behavior is defined
as choice among opportunity sets; l.e., choice among the alternative-
actions open at any particular point in time. Imnstitutions, as "the
rules of the game," structure the opportunity sets of the actors by
defining rights. Explicit consideration of power becomes essential
in analysis, for it is the main determining factor of the contents
of opportunity sets. Performance is defined as the consequences; the
distributional impacts, the costs and henefits, of cholces within
those opportunity sets,

The basic proposition of this analysis schema is that causal
relationships exist between institutions and human behavior, and then
between behavior and performance. In addition, this expanded para-
digm abandons the usual assumption of the industrial organization
framework of a one-way flow of causality between structure through

behavior to performance.2 A dynamic view of this system has performance

1A. Allan Schmid, Property, Power, and Public Choice: An Inquiry
into Law and Economics (New York: Praeger Publishers, 1978), p. 6.

2See Helmberger, Campbell, and Dobson. They indicate that while
the potentials for feedback are recognized in theory, in actual appli-
cations of the structure-conduct-performance paradigm to agricultural
marketing, impacts of performance in one period on structure or conduct
in following periods are usually assumed away.
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consequences feeding back into both behaviors (e.g., performance
outcomes as reinforcers for participants) and institutions (e.g.,
the distribution of power as a performance outcome, bringing with it
the potential for changing the structure).

What are taken as institutiomns, behavior, and performance will
depend upon the specific problem under analysis. In the case of
county government procurement, the structure of county government is
of concern: how will the participants within the government be related?
In a more narrow sense, the policy issue is of the formal organization
of the purchasing function. The chosen structure, specifying part
of the rules of the game, may affect the behaviors of the actors, in
turn determining the overall performance of the county purchasing oper-
ation. Conflicting interests are involved, however, and choices must
be made concerning the relative importance of performance consequences.
In this case, the goals for the procurement system of concern to a county
board of commissioners are given highest priority; it is their policy
decisions that are to be informed.

The application of the Institutions-behavior-performance para-
digm requires a conceptual framework of county procurement based on the
general nature of the relationships among the important actors.
(Concrete examples of the general descriptions of relationships are
given in Chapter IV.) Changes in the rules governing how actors will
be related in procurement decision making will occur within a larger

set of institutional relationships within county government.
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A Descriptive Model of County
Government Procurement

Bargaining Versus Command Relationships
in County Government

The prescriptions in the purchasing literature are based pri-
marily upon the experience in large units of government, particularly
at the federal level and to a lesser degree at the state level. There
are institutional features at those levels and sizes of government
that do not exist at the smaller county government level. It was
stated in the previous chapter that if the county government situa-
tion was unique, solutions must be unique. The position here 1s that
the form of county government found in Michigan (and in other states)
presents a unique situation, stemming from the location and sharing of
executive authority and power throughout the government structure.
Smooth, coordinated operation of the county govermnment requires bargain-
ing and cooperation among all the semi-autonomous power centers. The
literature tends to approach government purchasing as a closed system,
independent of its environment. Successful purchasing, however,
relies not only on internal operations, but also upon the environment
within which 1t operates: i.e., the county government as a whole.
Within a structure-conduct-performance paradigm, the literature has
assumed a structure that may not appropriately describe the rules of

the game and the relationships within county government. Based on the

l"County government in nearly every state 1is characterized by a
number of elected officials as well as by numerous quasi-independent
boards and commissions. In some states county elected officials and
independent boards are mandated by state constitutions although in
other states they are statutory in nature."” (Kenneth VerBerg, Guide
to Michigan County Government [East Lansing: Institute for Community
Development and Services, Michigan State University, and the Michigan
Association of Counties, 1972}, p. X-5.)
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assumed structure, predictions of behavior are made which are then
translated into particular performance outcomes. This section will
congider an alternative to the underlying conception of structure
found in the procurement literature.
A major work in the procurement literature does not approﬁch
purchasing as a closed system:

Frederick E. Webster, Jr. and Yoram Wind, Organizational Buying
Behavior (Englewood Cliffs, New Jersey: Prentice-Hall, 1972).

This work was not considered in the earlier review of the prescrip-
tions of the literature because its aim was nat to generate prescrip-
tions about organizational alternatives; the approach was of under-
standing the buyer, his position in the organization, and the factors
which influence his decision making, in order to be more effective in
selling to him. (The literature on organizational buying behavior
almost exclusively has a marketing orientation.) It does provide an
initial framework for identifying the factors that affect how buying
is accomplished within different organizational alternatives.

Four groups of factors are identified by Webster and Wind as

the determinants of organizational buying behavior:

l. 1Individual factors: These are the attributes of the
individual and his background-—needs and goals, attitudes,
experience, accumulated knowledge, habits, etc.-—-that will
affect his behavior and decision making in any given

situation.

2. Interpersonal factors: The personal relationships that have

evolved over time, conditioned by past history of assoclation
and the need for continued interaction in the future. These
are social interactions, the informal relations not shown on
the organizational chart.

Organizational factors: These are the factors within the
formal organizational structure. ''The objectives, policies,
procedures, structure, and system of rewards, authority,
status, and communication that define the formal organizaticn



25

as an entify and significantly influence the buying
process at all stages."

4. Environmental factors: These are the factors that are out
of the control of the organization or the individuals within
it-~the attempts of marketers to influence decisions, the
"technical, socio-cultural-political, and economic character-
istics and ingtitutions of society," underlying ideologies,
etc.
The underlying orientation is still on command in the final buying
decision, with that authority assigned to a single individual-purchas—
ing agent. But theilr model recognizes that other actors within the

organization can take actions to affect those decisions; stress is put

on the interdependency with the larger organization. To examine the

influences on buying decisions, the authors define the "buying center"
ag all individuals within the organization who interact in the procure-
ment decision process. Interpersonal influences are emphasized. Roles
within the buying center are defined; any individual may play more than
one role and more than one individual in the buying center may be
associated with each role. Individuals within buying centers are
classified as follows:

l. Users: The final users of the purchased products or services.
They usually initiate the buying process and may have influ-
ence in setting specifications and other purchase require-
ments.

2. Influencers: These are the individuals identified as
directly or indirectly influencing the buying decisions.
"Typically, they exert their influence either by defining
criteria which constrain the choices that can be considered
in the purchase decision or by providing information with
which to evaluate alternative buying actions." In a produc-
ing enterprise, persons with specific technical knowledge are
particularly important in influencing the decisions of buyers
who lack detailled expertise 1in an area.

3. Buyers: The buyer has been assigned the formal authority for
selecting the supplier and arranging the terms of purchase,
Typically this position would be called the purchasing agent.
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“"Although the buyer may have formal authority for nego-
tiating with supppliers and for commiting the organization
to supply contracts, the choices available to him may be
significantly limited by the formal and informal influences
of others. For example, technical personnel may have
authority for establishing specifications and may do so in a
manner which forces the buyer to deal with a particular

supplier.”

4. Deciders: '"Deciders are those members of the organization
who have either formal or informal power to determine the
final selection of suppliers. The buyer may be the decider,
but it is also possible that the buying decision actually
wlll be made by somebody else and left to the buyer for
implementation."

5. Gatekeepers: These individuals control the flow of infor-
mation into the buying center. In this model, they are seen

as having most influence in defining the feasible set of
buying alternatives.

Procurement decisions can thus be seen as the result of a group
decision-making process. The Webater-Wind model provides the initial
conceptual framework for examining procuremept in counties, but it
must be modified to fit the nature of county government.

In examining the procurement system in county governments, what
are first perceived as management problems may in fact be political
problems. To examine the nature of the political problems that can
arise and the environment within which a procurement system must
operate, a model of county government built around the relationships
among the important actors is needed. The actors in any government
entity are related and interact in ways other than indicated on an organ-
izational chart. The Webster-Wind model can be expanded to directly
consider how buying decisions are influenced with elements of a model of
institutional relationships developed by Schmid and Faas for use in the

analysis of administrative alternatives for agrarian development
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programs.l This model places emphasis on the way alternatives
affect the bargaining powers of the involved actors and their
abilities to obtaln the cooperation of others rather than concen-
trating only on hierarchy and command as the primary determinants
in relationships within govermment,

There are several models [of institutional relationships] that
come to mind. One is a hierarchical command type of organization
with clear lines of authority running to the top. The top authority
has in mind the desired development recipe and issues the appro-
priate orders to people who are obliged to carry them out. Consol-
idation of related existing agencies under the directilon of a
single head is a popular approach to solving problems of failure to
coordinate delivery of the various ingredients according to
someone's view of the desired recipe.

Translating to the county government procurement situation, the solu-
tion advocated under this model would be the creation of a centralized
purchasing authority of the type prescribed by the literature. This
i1s the starting point of the Webster-Wind model: there is a central
assignment of purchasing responsibility and authority, and the model
is built around the attempts of other actors within the organization
to influence that position's decisions. The purchasing agent essen-
tially is and remains the center of the buying center. (In later
work, Wind does differentiate between temporary and permanent buying
centers, stating that the composition of the buying center changes with
the nature of the procurement and that there may be as many buying

centers as there are buying decisions to be made. Despite the possible

lA. Allan Schmid and Ronald C. Faas, "A Research Apprvach to Insti-

tutional Alternatives in the Administration of Agrarian Development
Programmes,”™ in Warren J. Samuels and A. Allan Schmid, eds., Law and
Economics: An Institutional Perspective (Boston: Martinus Nijhoff
Publishing, 1981), pp. 145-165.

2

Ibid., p. 146.
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changes, however, Wind indicates that "purchasing agents do and
should constitute the core of any buying center.l)
Another model is that of bargained exchange between agencies.

Each agency has some set of responsibilities and resources. If
it wants to combine a product or service from another agency
with 1its own, it must negotiate with the other agency to secure
agreement. Where it is not possible to command, the desired
action of others is achieved by making it worth their while. Some-
thing has to be traded. It can be in the present or a promise of

future delivery. It can be ?oney, client support, information,
embarassment, prestige, etc.

Government organizational charts portray the relationships between
actors as being primarily of superior to inferior; i.e., organization
based on command. The city mayor or the board of commissioners are
shown as being in a position of authority over the departments of the
government. In practice, however, no such organization can be hased on
pure command.
. « « there 1s always an element of bargaining attached to an
administrative transaction. While the administrator may have the
power to imprison a citizen or fire an employee, there are usually
some costs associated with such action that the inferior can affect.
The person in the inferior position thus has some bargaining
power when dealing with an administrative superior.
Every government structure will involve some combination of command and
bargaining relationships between the parts. Different forms of govern-
ment will involve different mixes of these types of relationships, with

more or less emphasis on ome or the other. The mix of these types of

relationships between two actors may change as the function or activity

lyorma Wind, "Organizational Buying Center: A Research Agenda,"

in Thomas V. Bonoma and Gerald Zaltman, eds., Organizatioual Buying
Behavior (Chicago: American Marketing Association, 1978), p. 11l.

25chmid and Faas, p. 146.

3Sr.:hmid, Property, p. 15.
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of concern changes. For some areas of operation, two parties within a
government may not be real equals, and thus be related through command,
but in other areas the two parties may be considered real equals and
would thus be related in bargaining transactions. To the partici-
pants, the situation at any time may not be so clear. Schmid and
Faas note:

The distinction between a request, an invitation, an offer to

trade, and a command or order is blurred. The receilver of all

of these has a decision to make involving a calculation of bemnefits

(including harm avoided) and costs. . .

In the cage of a county govermment procurement function, the
concern is with the board of commissioners on the one hand and all the
other important actors within the government on the other, for it is the
board which has the initiatory power in making changes in purchasing
procedures and processes. Because of the spread of executive authority
and powers, relationships between the board of commissioners and parts
of the county government are more often horizontal than vertical in
nature, with many agencies also having direct ties to varilous parts of
the state govermment. {(This will be comnsidered in detail in Chapter IV.)
The board of commissioners is less able to exercise the powers of command
than a mayor or city council in a charter municipality. For many pur-.
poses, county government can best be conceived of as a related set of
separate governments rather than as a single entity. A city manager or
city council can go back to the charter for an explicit listing of
authority over departments, and where departments do not have their own
gtatutory powers, relationships among actors would be based more on

command with lesser emphasis on bargaining in relationships in

1
Schmid and Faas, p. 153.
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comparison to counties. In county government, bargaining transac-
tions play the larger part, with the ability of the board of commis-
sioners to require certain actions of elected officials and other
agency and department heads being comparatively quite limited. This
places the general county form of government toward an extreme
position among possible balances between bargaining and command
relationships within government.

The importance of bargaining in interactions affecting buying
decisions has been considered in the procurement literature, but most
has concentrated on the relationships between the buying center and
vendors. Bagozzi suggests that the relationships within the buying
center can also be viewed as a bargaining process.

The social actors comprising the buying center may be thought
to be engaged in multi~party relationships where some conflicts of
interest exist along with a certain degree of mutual concerns.
Bargaining occurs over aspects of the buying process (e.g., from
whom to buy, how much to buy, under what terms, etc.), and the
bargaining activities include various overt and covert attempts
at influence.

In reviewing the general literature on interpersonal behavior as a
bargain or negotiation, Bagozzl finds emphasis has been placed on the
negotiational/bargaining process itself, identifying the important
factors as the soclal components of the bargaining structure (presence
of audience, third parties), the physical settings where bargaining
occurs, the issues involved (zero-sum situations, intangible issues);

and the bargainer as an individual (such as a cooperative versus an

individualistic orientation.) Distribution of power is considered in

IRichard P. Bagozzi, "Exchange and Decision Processes in the
Buying Center," in Bonoma and Zaltman, eds., p. 68.



31

such terms as total amount of power in the system, unequal

relative power," or "equal power." Bagozzi instead suggests using
Coleman's model of social action, a mathematical model developed for
determining the outcomes of group decision processes and the amount
of control over decisions any particular actor has.l This model
directly considers the basis of power; i.e., the control that actors
have over events that are of interest to others. The actors are
seen as behaving to maximize their utilities through the exchange of
such control abilities. This mathematical model has 1imited prac-
tical applicability in that the calculations require starting with two
matrices that would be extremely difficult to comstruct for an entity
as complex as county government: (1) a matrix of control that j actors
have over i events, and (2) a matrix of interests (importances) that
the j actors have in i events. This model does, however, suggest the
next step: to exumine alternatives for procurement function organi-
zatfion, it 1is necessary to consider the sources of control abilities
and the way the alternatives can change the distribuion of those
sources.

Schmid and Faas' work suggests the relationships within county

government can be conceived of in terms of transactions among all the

relevant parties.2 Each actor 1s exposed to some degree to the command

1James J. Coleman, The Mathematics of Collective Action
(Chicago: Aldine, 1973).

2The Schmid and Faas approach stems from what is becoming a well-
established part of organization theory; 1i.e., the exchange theoretic
approach to interorganizational relations. This approach was introduced
by Levine and White, presented through a study of health organization
interactions, and it has since been used by many others. (Sol Levine
and Paul F. White, "Exchange as a Conceptual Framework for the Study of
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abilities of the board of commissioners, but each may also be in a
position to impose, or threaten to impose, certain costs on the board.

In these transactions, each party has particular trading resources,

both goods and bads, to use in obtaining certain desired outcomes.

Thus, in the face of the independence of many actors from direct control;
the ability of a position where nominal purchasing authority has been
placed to operate effectively may depend in large part upon the trading

materials with which that position has to work. The purchasing operation

Interorganizational Relationships," in Amitai Etzioni, ed., A Socio-
logical Reader on Complex Organizations, 2nd ed. [New York: Holt,
Rinehart, and Winston, Inc., 1969].) Cook notes, however, that "These
theorists have utilized exchange notions simply to provide a loose con-
ceptual framework for their analyses. Few attempts have been made to
present a systematic application of exchange theory to interorganiza-
tional interactions." (Karen S. Cook, "Exchange and Power in Networks
of Interorganizational Relations,'” in J. Kenneth Benson, ed., Organiza-
tional Analysis: Critique and Innovation [Beverly Hills: Sage Publica-
tions, 1977}, p. 65.) '

While in the exchanpge theory literature, the exchange relation-
ship has come to be seen fundamentally as a series of transactions, the
meaning of transaction has been very limited. For example, Cook defines
it as "An exchange relation consists of voluntary transactions involv-
ing the transfer of resources between two or more actors for mutual
benefit." (p. 66) Schmid's paradigm of the categories of human inter-
dependence, on which the Schmid and Faas model is based, extends the
meaning of "transactions" well past the ideas of 'voluntary" and
"mutual benefit," as well as expanding the concept of the resources used
in exchange. (See Schmid, Property.) Three general types of transactions
are presented: bargained, administrative, and status/grant transactions.
The differing natures of these transactions and the possible inter-
dependencies involved also expands what might be identified as trading
materials for any given situation or over a series of transactions. '
Components of the transaction types and interdependencies within Schmid's
paradigm are found in small pieces throughout the exchange theoretic
approach literature, but they are not systematically related.

Also drawing upon Schmid's paradigm of human interdependence, there
is no reason why such an exchange model should be restricted to appli-
cations to interorganizational situations, for where an analyst
chooses to draw borders delineating "“insiders' and "outsiders" does not
change the nature of the interdependencies involved; it 1s thus applied
here to intraorganizational relationships.




33
cannot be approached independently, for in response to actions by
the board of commissioners or a purchasing agent, elected officials
and others may choose to exert pressures and affect performance in
other areas of government operation; i.e., they.have many options
in the use of thelr trading materials.
A Conceptual Framework for County
Government Procurement
Figure 1 illustrates some of the above discussion and displays
a conceptual framework for county government procurement. The nature
of this conceptual framework dictates the research methodology to be

used.

Components of the Conceptual Framework

The Dependent Variable - Relative Purchasing Performance

Purchasing performance is a very complex and multi-dimen-
sionai variable. Measurement techniques producing results valid for
making interorganizational comparisons for many of the important
dimensions of performance have not been developed, much less a method
for measuring total purchasing system performance. This places impor-
tant limits on the ability to make empirical comparisons of performance
among alternatives for procurement function organizatidn in county
governments. This will be considered in more detail in Chapter VI.
The Independent Variable - Alternatives for
Purchasing Function Organization

In the diagram, the independent variable is broken into two
components. The alternatives as available in statute will be considered

in detail in Chapter V; the discussion there will indicate that the
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available alternatives do not differ greatly in theilr nominal
command authorities. The board of commissioners has options in
combining purchasing responsibility with other positions that have
nonprocurement responsibilities and authorities which would affect
the trading materials available to the purchasing position to use

in obtaining the desired behaviors of others.

Outcomes of Trading Processes

The trading processes within a county government are shown
as an intervening variable between the independent and dependent
variables. It is an intermediate type of variable that is not
completely within or outside of the board of commissioners' control:
they take part in it, they can affect its structure in varying ways,
but they cannot always determine its outcome. It is an incompletely
specified variable, and it may be representing a number of missing
variables necessary for explanatory-type research. Trading processes
within government have been little studied.

It is hypothesized that while private market rules are highly
developed, the externally given rules governing bargaining among
bureaucrats are few. This is in part because of the conven-
tional wisdom concerning how command systems work. We have often
assumed there was no need or place for bargaining (people just
issued orders and they were carried out), and therefore no atten-
tion was given to bargaining rules. You don't need a rule for
something that is not supposed to exist!

It is further hypothesized that where few extermal bureau-
cratic bargaining rules are available, it will be very difficult

to predict_ how the various development Ingredients will be made
available.l

1schmid and Faas, p. 152.
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Board of Commissioners' "Strength"

In the next chapter, the bargaining nature of the relationships
between a board of commissioners and the other important actors
within county government will be considered through an examination of
the trading resources available to the varisus parties. Board of
commissioners' strength is another incompletely specified variable at
this point, referring to its knowledge of the options open to it and
its willingness and ability to use its trading resources. For example,
1f the board delegates purchasing responsibility and authority to a
particular position, purchasing performance may depend in large part
upon the willingness of the board to stand behind the decisions made
by that position. The board's strength might be reflected 1in the
initial assignment of purchasing responsibility and authority, the
knowledge of board members about the legal relationships within
county government, or its active participation as part of the buying
center.

Predictions of relative purchasing performance based on trading
materials available is complicated by the turnover that can occur in
board mémbership, which may mean changes in the overall character of
a board. Group decisions (by the board) are being made about partici-
pation in group decisions (purchasing):; even without changes in the
basic procurement function organization, changes in the membership of
the board may mean changes in such participation, which in turn may
affect relative purchasing performance. Related concepts covering the
more narrow idea of board strength would be organizational climate or

sense of community.
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Unintended Consequences

Each procurement function alternative may generate unintended'
consequences through the behaviors of important actors within the
government in trying to get around the purchasing system or to sabotage
it. In respomse to attempts to change the overall procurement system
or to particular decisions made through it, these actors may take
certain actions that will affect other important operations or outputs
of the county government. (The ability to take such actions represents
part of their trading materials.) Although a connecting line is not
shown on Figure 1, these unintended consequences are often part of the
outcomes of the trading processes.
Skill Level and Personal Characteristics
of Purchasers

This represents an alternative explanation of performance differ-
ences between counties where there has been a central assignment of
purchasing responsibility. 1In the large purchasing organization, with
many employees that may have very specialized purchasing responsibili-
ties and tasks, the overall level of performance can rarely be traced
to the performance of particular individuals. In the small county
procurement situation, however, it could be that a single person is
most responsible for the success or failure of the overall purchasing
operation. Lewis Spangler, Executive Vice-President of the National
Institute of Governmental Purchasing, asserts that it is the quality
of the person occupying such a position that will determine the over-

all purchasing performance, not organizational factors: 1i.e., a skilled
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person will find ways around most of the obstacles presented by

organizational form.l

The Purchase Environment

As in the Webster and Wind model, the purchase environment refers
to all the factors affecting purchasing performance that are out of
the control of the county government. Webster and Wind list the
following categories of environmmental factors: physical, techno-
logical, political, economic, legal, and cultural. These are to
affect the organizational buying process in four ways:

1. Define the availability of goods and services to the
buying organization

2. Define the general business conditions within which the f£irm
must operate, including the business cycle, the political
climate, the legal environment, and the availability of
monetary resources

3. They define the values and norms that provide an important
set of criteria against which to evaluate alternative
buying actions

4. The environment provides a flow of information to the buying
organization

All county governments could be sald to be operating within the same
general environment; this 1s a common assumption in purchasing studies.
They all operate under the same general set of laws and constraints on
their organizational structure and activities. Other than for a few
restricted local markets for some products (as well as for ease in

warranty work, such as in the purchase of tires), they all generally

1Interview, March 1980. Note that a major program of the National
Institute of Governmental Purchasing involves a certification program
for public purchasing officers.

2gebster and Wind, p. 41.
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have the same access to markets for commodities, especially through the
available state-established contracts and other state purchasing
programs,

The market environment does make research results situationally
and time specific; effects may be quite different if there are shifts
from normal supply-demand relationships, where the problem is one of
choosing between vendors, to periods of shortage, where the problem
may be simply of locating any vendor and convincing him to supply a

comuodity or service.

S5ize of County Government

After county governments reach a certain size level, the
importance of the trading materials available to a purchasing agent
may decrease 1n importance. A study involving Mississippi county
governments found that there was general resistance on the part of
county government officials to the use of "modern administrative
techniques"; there was general opposition to any organizational changes
that implied the centralization of authority and hierarchy.l
Michigan differs from the situation in Mississippi in a significant
respect: Mississippl contains no large counties that could be consid-
ered urban. Michigan does contain some urbanized counties of large
population where their findings might not apply. These counties often
employ sophisticated management techniques, developed over time through

having to tackle the administrative difficulties of being big. These

counties start with a different historical experience than the majority

lgi1i1anm A. Giles, Gerald T. Gabris, and Dale A, Krane, '"Dynamics
in Rural Policy Development: The Uniqueness of County Government,"
Public Administration Review 40 (January/February 1980): 24-28.
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of Michigan counties, which are primarily rural-oriented: they have
more in common with the large units of government which have been the
most studied in the development of the prescriptions of the procure-
ment literature. The circumstances of dealing with the problems of
large size may have overcome some of the blocks to change in procure-
ment function organization in county government. This is reflected in
a survey of counties on procurement practices: more than 30% of the
respondents having a population of at least 250,000 reported using a
centralized purchasing system.l Where centralized purchasing systems
conforming to the prescriptions of the procurement literature have
developed in larger counties, it may signify a different attitude
towards the need for administrative specialization and professional-
ization. In those cases, much of the purchasing function has been
removed from the area of bargaining, and the purchasing agent has
come to have more effective powers of command in many (but not all)
areas.

There also appears to be a pecuniary economics of scale break-
point near the top of the size distribution of county governments.
Below a threshold level, although county governments vary widely in
size, none appear large enough to generate sufficient wvolumes over a
wide variety of purchases to be at a level where they generally can
obtain substantial discounts through volume buying. In order to obtain
prices based on large volumes, they would have to bind-together to
purchase cooperatively or operate through state purchasing programs

open to county participation. (These will be described in a later

INational Association of State Purchasing 0fficials, State and
Local Government Purchasing, Table B-8.
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chapter.) Above a certain size level, however, counties may be able
to generate enough volume individually to achieve better price perfor-
mance than the state programs can.1
Thus the largest counties in the state will be excluded from the
target population. Because of a lack of complete knowledge, however,
the breakpoint must be arbitrarily set.

Research Implications of the
Conceptual Framework

The use of this conceptual framework suggests relegating some
sets of variables that would at first appear to be of primary impor-
tance to minor positions.

In contrast to the conceptual framework underlying the prescrip-
tions of the literature, the set of variables encompassing the nominal
assignments of command authority in procurement are seen as of minor
importance. They are not completely irrelevant, however, for such
assignments may become part of a body of trading material available
to a position. The formal organizational alternatives must be
analyzed in terms of bargaining and trading materials.

The literature places great emphasis on formalizing particular
sets of Standard Operating Procedures for procurement; thelr consis-
tent application is held to lead directly to good procurement perfor-

mance., These SOPs specify the decision-making processes to be used in

lJohn West, Purchasing Agent for Genessee County, has knowledge of
the state prices, yet generally purchases very little through these
programs because he can achieve better price performance in dealing
directly with vendors. He is purchasing in large volumes for delivery
at a single point; the state may be dealing in larger volumes overall,
but delivery is required in small quantities to many points, and the
costs of such delivery is reflected in the bids received.
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purchasing. Identification of SOPs presents great difficulties within
county government. As will be elaborated in later discussion, the
nature of county government places limits on the ability of the board
of commissioners to speclfy certain kinds of SOPs. It may not be
possible to impose many of the prescribed SOPs on all departments and
agencies within the county.' The starting point of formal SOPs in the
form of explicit written policies and procedures for purchasing is
often missing or of negligible extent. Where there are explicit
pelicies and procedures, they generally only cover high dollar value
purchases. Over time, the general tendency has been for the dollar
limit above which formal sealed bidding procedures must be used to
rise. This has meant that a larger dollar volume of purchases would
be made under what could be called informal S50Ps. Without explicit
written procedures, departments will often adopt the attitude that these
purchases can be made on the basis of convenience. Each department may
develop its own procedures, which may not be recorded or consistently
applied.

Trying to determine the general decision processes being used
through the identification of SOPs may not be useful for research in
that it might be said that given the nature of county government, no
Standard Operating Procedures exist. In any purchase decision, there
may be several persons involved; their involvement is not limited to
carrying out routine procedures and activities. Webster and Wind note:

Interperscnal influences in the organizational buying decision
process reflect the many viewpoints of those organizational
members who percelve that buying decisions are important to their
performance within the organization. Users, influencers, deciders,

buyers, and gatekeepers interact to determine the outcome of the
decision. Although the buyer has formal authority for the buying
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decision, his actual influence on the outcome of the decision
process may be significantly reduced as a result of the influence
of others at earlier stages of the buying process which defines
the constraints of the feasible set of buying actions.
Which individuals and how many are involved will change with the
nature of the purchases. In routine, repetitive purchases, perhaps
only the purchasing agent would be involved in procurement decisions;
in other types of procurement, participation in decision making may be
much wider. Corey offers as a propesition:
There tends to be a high degree of inter-functional involvement
in decisions related to purchased-product specifications and
vendor selection (1) in the early stages of the procurement cycle,
(2) on matters involving basic changes in tEe sourcing system,
and (3) on large, non-repetitive purchases.
Thinking of SOPs as describing a decision-making system, Webster and
Wind would suggest that the identification of SOPs would not be a good
approach in examining performance differences.
These and other differences suggest that every organization might
have an idiosyncratic set of buying decision processes, which again
might vary from one purchase situation to another. If this is the
case, it seems to imply that attempts to identify a general
decision-making process are bound to be frultless.
The conceptual framework used here suggests that relative purchasing
performance is the result of a decision-making process that is much
more complex than one identified by SOPs alone; it can vary from very -

simple for small routine purchases to very complex where a purchase

might affect many actors within a county. Given the bargaining nature

lWebster and Wind, p. 28, This refers to industrial organilzational
buying where the purchasing agent has considerable command abilities in
procurement, This quote again indicates that no such organization will
be based purely on command.

2Corey, p. 129,

3Webster and Wind, p. 10.
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of the relationships in county government, the so-called Standard
Operating Procedures become part of what is bargained over; such
bargains might cover a considerable period of time or be struck for
only a specific purchase; they could cover a wide variety of purchases
or only a very narrow subset. Whereas Wind identified the purchasing
agent as always being the core of the buying center, the discussion
indicates that for some purchases, the purchasing agent could be
shifted completely outside of the buying center. To examine the area
of organizational form, it will be necessary to take a step removed
from the SOPs and instead start with the nature of the relationships
among the involved actors and consider how these relationships affect
how they will be related in decision making about procurement.

The conceptual outline above is essentially an incomplete
framework where there are critical unknowns; it is not of a form that
could support an explanatory study. For the dependent variable,
relative purchasing performance, there is no empirical method available
‘for making direct comparisons between units on total system performance.
The concept of "board strength” and the nature of the trading processes
within county government are not clear; they represent "best guesses"
as to missing variables within the conceptual framework, and the
framework indicates probable relationships among the variables. 1In
examining the procurement decision-making process, Webster and Wind's
concept of the buying center appears particularly useful. Bonoma and
Zaltman comment on this concept:

This concept is a dynamic ome which parallels the reality of
purchasing organizations more correctly than an approach recommend-

ing the study of just the purchasing department or purchasing
manager. On the other hand, we have no data regarding the nature
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of buying centers., For example, we have no information as to the
individuals likely to be included in or excluded from buying
decisions under various product or service classifications, and we
have little information about how the individuals making up the
buying center integrate their decision processes.
The possible variations in the trading processes and participation in
procurement decision making represented by the intervening variable
would make any randomized sampling based on currently identifiable
criteria (such as stratification by statute-pgiven alternatives)
meaningless. The state of knowledge about the relationships involved
calls for an exploratory study, to examine the nature of these general
concepts, to look for their component variables and the character of
the relationships among them.
As an exploratory study, the research objectives must be framed
as open—ended questions concerning the properties of the "missing”

variables.

What are the factors determining participation in procurement
decision making within county government?

Are there general patterns of participation in the buying
centers?

How does a "strong" or a "weak" board affect procurement
decision-making processes?

How does the nominal centralization of purchasing responsibility
and authority affect participation in the buying center and
the roles played?

These questions will be investigated through a set of case studies,

with the conceptual framework used as a guide.

Before turning to the alternatives for the procurement function,

the nature of Michigan county government must be considered, and the

1Thomas V. Bonoma and Gerald Zaltman, eds., Organizational Buying
Behavior, Introduction, pp. 16-17.
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major actors in county government and the general nature of the
resources and trading materials available to each must be examined,
to further reveal the character of the relationships involved and to

add concrete meaning to some of the above arguments.



CHAPTER IV

THE NATURE OF MICHIGAN COUNTY GOVERNMENT

County Government in Michigan

County governments, as established in the state constitution,
technically are arms of the state government, assigned the duty of
carrying out state policies and activities. In many respects, how-
ever, they function as autonomous units of local government. The
elected county board of commissioners is the policy-making body, but
it is not purely a legislative body: it may carry out a variety of
executive functions. In practice, however, it does not have the sole
executive power; instead, executive power 1s spread throughout county
~ government, In the hands of numerous independent boards and commissions
with responsibilities for specific county functions and services and
a number of elected officials who may act with varying degrees of
independence from the control of the county board of commissioners.

This spread of executive power means that the relatlonships between the
board of commissioners and the other important actors in county govern—
ment cannot always be one of command. This is a system of shared powers,
where persuasion and bargaining play important roles. The major actors
within county government that typically share the executive power with
the board of commissioners are the constitutionally-mandated officers
(the clerk, treasurer, sheriff, prosecuting attorney, and register of
deeds, who are elected for four year terms as opposed to the two years of

47
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commissioners), the elected drain commissiomer, and the elected
judges of the circuit, district, and probate courts.

The legal framework for local governments in the state consti-
tution gives little detail: implementation has required specific
legislation, which has come in small pleces over a period of many
years, with the pleces often contradicting one another. County govern-
ment has not evolved in a necessarily rational manner; traditions and
historical practices have also played important parts in determining
present county government form.

The best brief, gemeral description of Michigan county government

is that it is a Patch-Work Quilt of powers, duties, and agencles

which has been made up piece by plece over the past 150 years.1
In development of a conceptual framework, two general areas must be
considered: (1) the nature of the executive authority of the county
board of commissioners and how it is changed by the adoption of admin-
istrative organization options available under statute, and (2) the
abilities of the other important actors to prevent changes in the way
executive power is shared in county government.

The spread of executive authority among the important actors will
be seen to have important implications for the operation of a purchas-
ing system in a county. The situation in the basic form of Michigan
county government can be described as follows:

There is no person who is elected or appointed to an office which

can be identified as that of chief executive. The executive
functions are carried out by various officers who are often

1Eugene G. Wanger, Organization, Procedure, Powers, and Adminis-
trative Options of the Michigan County Board of Commissioners: An Orien-
tation Qutline, 4th ed. (Lansing: Michigan Association of Counties,
1978), p. 2.
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responsible only to the person elected or committee appointed to
have responsibility for specific activities.l

Even within the board of commissioners itself there may not be strong
formal leadership. Although there is a chairman of the board of
commissioners, the law does not provide the mears for the chairman to
exercise strong executive power. VerBerg notes important factors which
weaken this office:

1. He 1s selected by a majority vote of the board of commis~
sioners: he does not have his own county-wide political
base. (Commissioners are elected from a particular district.)
The amount of board support he has can vary.

2. He is elected only for a one year term, starting at the
beginning of the fiscal year (January). He cannot learn his
job and exercise effective control in so short a span. His
ability to exert policy leadership, such as over purchasing,
ig limited 1if his successor is not willing to follow through.
In addition, he cannot be said to have full responsibility
for the budget adopted before his appointment.

3. Many countles have adopted rotation practices for this office,
thus providing no continuity with a high turnover rate.

4. The chairman has few legal powers, with most duties being
perfunctory.2

Committees of the county board have been able to gaim power over

3

particular areas of concern.” Although committees do not have the

lkenneth VerBerg, Guide to Michigan County Government (Lansing:
The Institute for Community Development and Services, Michigan State
University, and the Michigan Association of Counties, 1972), p. II-2.
Three counties now have elected county executives; the laws creating
this option, however, do not grant that position power equivalent to
a strong city executive., They do have considerable budget powers,
since the board must muster a 2/3 vote to override an executive veto.

2

Ibido > pp. II_25—26 .

3The committee system at the county level is not based on law,
other than the requirement for a committee on finmance. (P.A. 301 of
1923) It is an arrangement adopted by boards to simplify administra-
tion. In many cases, committees operate simply under tradition or
unwritten rules.



50

authority to act for a county, and their actions or decisions must be
approved by the full board, in many instances boards will accept
committee recommendations without question. These situations, how-~
ever, reflect the relative power among commissioners themselves; they
have little impact on the power relationships between the board of
commissioners and the other important actors within the government.

Under Public Act 156 of 1851, as amended, the board of commis-
sioners has the power to "appoint a county purchasing agent and such
other representatives, agents, and employees for its county as may be
deemed necessary by it, to carry out any of the powers granted by this
act or by other law of the state. . ." Under this act, boards have
created positions with various titles, such as secretary to the board
of commissioners, secretary for administration, financial and budget
officer, county coordinator, or county administrater. In addition,
with perceptions of the need for more centralized control over the
years, state legislation has been provided allowing the use of a
finance committee with specified statutory powers (as opposed to the
usual finance committee created by a county board which would have the
same legal status as any other committee), a county controller, or a
county board of auditors. These represent alternatives that must be
explicitly adopted by a county, and many counties have remained in the
traditional form. Even.within these alternatives as available in
statute, there are enough possible variations that it is impossible to
generalize as to how such offices will actually operate within particu-
lar counties. The county boards have some latitude in assigning powers
and dutiles to these alternatives.

Although there are a number of administrative arrangement options
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that can be adopted by a board, no matter which alternative is used, the

executive authority of the board of commissioners will remain basically

unchanged in relation to the other actors within the county. The board

of commissioners cannot delegate powers to these positions that the

board does not possess.

If the board of commissioners canmot change the way executive
power is shared within county government (except insofar as it can give
away some of its authority), changes must come through action by the
state legislature. The power of some of the other important actors
in county govermment to block such change from the state level can be
seen in the two following examples.

While cities may be operated under their own charters, no
Michigan county is, although the 1963 Michigan Constitution provides
for the creation of charter counties.1 Strong lobbying efforts by
county elected officlials, road commissions, other associations, and
the Municipal League had the result that the enabling legislation for
charter counties (Act 293 of 1966) did not actually provide for any
major changes in the operation of county government; i.e., it required
the continued existence of the fragmented power of the semi-autonomous
departments under independently elected constitutional officers, as
well as the continuation of the county road commission and the office

2

of drain commissioner. There 1s no change in their powers and

1The 1908 Michigan Constitution provided for "home rule" for
cities and villages. Wayne County, always a special case because of
its great size, will have a charter government starting January 1, 1982.

2'Ifhe role of the state and national assoclations of various county °
officials can be important. They may meet only once a year, but it is
the time for measurement against peers. An official- does not want to
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authorities: the 1966 act specifies '"that the general statutes and
local acts of the state regarding countlies and county officers shall
continue in effeect. . ." With the act providing for no significant
changes from present operation, no county has yet adopted a charter:
statute law remains the enabling material.
Another example of the lobbying power that can be exerted at
the state level is found in the originally proposed legislation
covering an optional form of county government that could involve
either an elected county executive or a manager appointed by the
board of commissioners.
The original bill as introduced eliminated all departments and
agencies of the county except the Board of Commissioners and the
elected department heads. It also permitted the county board to
remove activities from departments under elected officials which
would best fit under a central department of administration. . . .
When the amending process was over, the executive or manager forms
could be chosen by the voters, but offices of the elected officials
and road commissions remained untouched, and 27 boards and agencies
could not be eliminated.l
Because many of these boards and commissions that must be retained have
strong ties to the state (i.e., the county as an arm of the state govern-
ment), this further complicates the problems of the central coordin-
ation and direction of county government activities.
The basic nature of the power relationships between the board of

commissioners, the constitutionally-mandated and independently elected

county officers, and the other semi-autonomous boards and agencies

"loge face" as his home unit cuts his staff or otherwise takes away
particular powers. Professional jealousy can be a powerful motivator.

1Garland Wood, ed., Handbook for Public Affairs in Michipan
(East Lansing: Cooperative Extension Service, Michigan State Univer-
sity), p. 33. This refers to Act 131 of 1973. (The Wayne County
charter authorizes the executive to appoint the road commission.)
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within the county government are unlikely to undergo major changes in
the near future, VerBerg lists three basic problems in attempts to

change county government operations:

1. The nature of the relationships between the state and
county

2. The relationships between a county and the cities, villages,
and townships within it

3. The use of elected officials and quasi~independent boards and
commissions

He sums up the situation surrounding the third problem as:

The fact that these elected officials and Independent boards are
provided for both in constitutions and statutes means, theoreti-
cally at least, that the provisions can be changed. The problem is
not so much legal as political - often county officers and wvarious
associations of boards of commissions wield a great deal of politi-
cal influence among the voters and the state legislatures, thus
rendering the theoretical changes impossible from a political
point of view.

The Characteristics of County Qfficials ~
The Experience in Mississippi

The sharing of executive power, the relationships between impor-
tant actors of county government, and the blocks to change considered
above are not unique to Michigan: this general form of county govern-
ment is shared with other states. A study of county government in
Mississippli (which has a similar fragmented form with semi-independent
elected officilals and other bodies) gives some insight into the nature
of the elected officials who manage county govermments and additional
sources of resistance to administrative change. This study is:

William A. Giles, Gerald T. Gabris, and Dale A. Krane,

"Dynamics in Rural Policy Development: The Uniqueness of

County Government," Public Administration Review 40
(January/February 1980): 24-28.

lVerBerg, p. X=-5,
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The authors begin by asking what types of counties are likely to uée
contemporary administrative techniques.

Social scientists often depict "developuent” as a movement away
from traditional structures based upon customs and movement toward
relationships based upon rules which achieve higher levels of
rationality. . . . Numerous studies of local government document
that cities which rank high on socloeconomic Indicators are more
likely to hire professional managers and puriue public-regarding
policies which advance the entire community.

The authors hypothesized that this relationship would not be found in
county governments: counties of all sizes were seen as managed by
rural-oriented elected officials with essentially no administrative
experience. The nature of county government organization 1s seen as
deterring effective administration.

Thelr survey of county govermment officials revealed that these
officials in general disliked any changes that would mean centralizing
authority.

The survey responses portray these officials as resistant to

administrative amelioration which Incorporates centralized

authority, hierarchies, established rules, and careerism. Instead,

county officials prefer to retain maximum policy discretion, even

though this may retard administrative reform of theilr counties.?
For example, sixty—-eight percent of the surveyed officials found fault
with the state's central purchase requirement.3

The section of the survey work on county govermment administrative
conditions revealed:

+» - « that Increases in the socioeconomic affluence of counties

do not stimulate greater countenance among county officials for
administrative reorganization. . . . Richer counties do not erect

1Giles, Gabris, and Krane, p. 24.
2Ibid., PP. 25~26.

3See the earlier discussion of Gordon's thesis concerning this
law, pp. 17-18.
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more sophisticated administrative structures than poorer
ones. . . « What is known about municipal govermnment cannot be
directly applied to county govermment and administration.
While sociloeconomic development in municipalities often creates
pressure for administrative professionalism, there is very little
attitudinal support_for such reforms in counties, regardless
of their affluence.
Summing up their work, the authors find:
The rural nature of counties highlights the importance of "tradi-
tional authority patterns' which resist efforts to depoliticize
county government and install modern administrative procedures.
It may be that there are significant differences in the past experience
or knowledge of administrative forms between those who choose to run
for county offices and those who run for similar municipal positions
which would account for that "failure to accpet and adopt modern
practices." Administrative changes, however, do not benefit everyone.
Within the authors' implicit assumption that "modern administrative
practices" are the best way to go is the assertion that "modern" means
that the way executive power is shared within county government must
also be changed. The moat significant result of their research was
to reveal the ability of important actors within the traditional form
of county government to block changes that are seen as threatening
to theilr power positions.

The Major Participants within
Michigan County Government

In addition to the board of commissioners and its committees,

the major categories of actors in county government are:

1Giles, Gabris, and Krane, pp. 26-27.

21bid., p. 28.
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1. Elected county cfficers
a. Constitutionally-mandated elected officials - the clerk,
treasurer, sheriff, prosecuting attorney, and register
of deeds
b. The drain commissioner
2. Elected positions that are associated with the county, but
are not technically county officers - circuit court, district
court, and probate court judges

3. County~appointed department heads -~ examples are equaliza-
tion director, building inspector, animal control officer

4, State-appointed positions - adult probation officers,
friend of the court, Cooperative Extenslon director

5. Other county boards, commissions, and institutions - examples
are the health board, mental health board, social services
board, board of public works

Although there are important variations within each category; each
represents a different degree of independence from control by the board
of commissioners, with a different mix of command versus bargaining
relationships within the board and a different set of trading materials
to use in gailning agreements.

Although the powers of the board of commissioners with regard to
each of these categories will be covered below, two general points
covering all categories need to be made., First, the full board of
commissioners (in the absence of a statutory finance committee or
board of auditors) must approve all claims against the county (e.g.,
invoices for purchases) before any warrants can be issued. This
represents a final chance for a veto over any expenditures. Second,
actions to give goods or ilmpose bads by the board of commissioners
always involves reaching a majority agreement among a group of people.
Factors such as party affiliation and local political power of various

actors may be important and will affect which options for actions are
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perceived as available.

Elected County Officers

Constitutionallv-Mandated
Elected Officials

The 1963 Michigan Constitution, Article 7, Sec. 4., provides:
There shall be elected for four-year terms, in each organized
county a sheriff, a county clerk, a county treasurer, a register
of deeds, and a prosecuting attorney, whose duties shall be
provided by law. The board of supervisors in any county may
combine the offices of county clerk and register of deeds in one
office or separate the same at pleasure.

Legislation has provided various statutory powers and duties to these
officers and alsc specifies parts of thelr relationships to the board

of commissioners.

Anproprilations

The board of commissioners sets the salaries of these officers
and provides appropriations for operating their departments. It also
has the nominal power to determine the number of employees in each
office through the appropriations process. These are the primary
areas of board control. This is not complete control, however, for
the law requires the board of commissioners to praovide sufficilent
appropriations for these officers to fully carry out their statutory
duties. Because these dutiles are nowhere specified in terms of quan—~
tifiable outputs or impacts, the necessary level of appropriations in
any particular instance 1s never clear. This leaves the electad
officers with the weapon of threatened or actual litigation in the face
of departmental budget cuts. Elected county officers have not been
timid about bringing their conflicts with the board of commissioners

into the courtroom. Cases arise such as Wayne County Prosecutor vs.
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Wayne County Board of Commissioners or Gogebic County Clerk vs.

Gogebic County Board of Commissioners and Gogebic County Controller.

(The latter case, for example, demonstrates the jealousy with which
elected officials will guard their turf. The clerk challenged the
defendants' actions in removing and keeping books and records
formerly kept by the clerk's office and in signing and issuing
paychecks without the clerk's signature. The circuit court held for

the clerk.)

Personnel Policiles
The board of commissioners does have the power to adopt a
personnel policy for county employees. County elected officials,

however, are not county employees, but are county officers; personnel

policies adopted by the board do not apply to elected officials. Each

elected officer can select his own employees who will serve at his

pleasure. When these persons are appointed as deputies, who by statute

can act as agents for the elected official, that deputy 1s no longer a

county employee, but is also a county officer.

A review of the various statutes, judiclal decisions, and opinions

of this office concerning employees of elected county officials
reveals that the County Board of Commissioners has no supervisory
control over employees of elected officlals. The Board of County
Commissioners 1s empowered only to appropriate funds to elected
officials for the hiring of employees by such officials and to
establish the salaries of such employees. Each elected county

official has been given the power by statute to select and appoint

employees who serve at the pleasure of the elected official. . . .

The only power which the county commissioners have with respect to

personnel of elected officlals is budgetary power.

At the extreme, the board of commissioners does have some nominal

lﬂichigan Attorney General's Opinion, #484, 1976.
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powers in removing elected officials from office, but only in very
restricted circumstances. The board of commissioners can require "any
county officer whose salary is pald by the county, to make a report
under oath to them on any subject or matters connected with the dutiles
of his office.” (M.S.A. 5.331[14]) 1If the officer fails to comply, he
can be removed from office by a 2/3 vote of the board. Doing so,
however, will in most cases result in high costs to the board of commis~-
sioners: these officers (with the usual exception of the register of

deeds) typically have considerable local political power.l

Information Flows
Within the boundaries around the elected officilals comsidered

above, trading and bargaining will most often revolve around the control
of information. A major example of the control of information and of
the powers of the elected officials lies in the financial management
arrangements within county government

The designers of the county system, acting on the belief that the

person who controlled the funds also controlled the government,

made certain that no single office would have full contrel of the

funds. . . . as a result, responsibility for finances was divided

among the county treasurer, the county clerk, and the county
board.

1Some of the elected officials have a corresponding power of
removal over commlssioners, agalin under certain restricted circum—
stances. After each official federal census, the county must organize
an apportionment commission, comsisting of the clerk, treasurer, prose-
cuting attorney, and the county chairmen of the two major political
partles. The districts from which county commissioners are elected are
determined by this commission. Although this occurs only at long
intervals, and detailed requirements have been established by the legis-
lature, this still represents considerable power, particularly during
periods of change and uncertainty.

2VerBerg, p. ITI-2.
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The office of county clerk is independent of the county beard except
insofar as the board sets salaries, provides funds for office opera-
tion, and can also assign particular duties to the clerk. VerBerg
describes the office as follows:

It is an Influential office particularly because of the many

legitimate opportunities to do favors or to offer or withhold

assistance. In addition, the county clerk, to carry out his
duties, needs a large staff, and, in those counties in which
civil service or other personnel system is non-existent or
perfunctory, the county clerk has substantial opportunity_to
dispense patronage which some other offices may not have.
The average tenure of county clerks tends to be long, which supports
their political influence. The county clerk has traditiomally been
responsible for the accounting system of the county, and this respon-
sibility is retained except where a contyoller or a board of auditors
is used. In the majority of counties, the clerk's office maintains
the accounting records, notifies the board of claims filed agailnst
the county, and prepares payment warrants as ordered by the county
board. The county clerk, for example, would typically oppose a move
to a statutory finance committee, controller, or board of auditors
because each of these alternatives represents a reduction in the
powers and responsibilities of this office.

At first glance, the county treasurer would not seem to be in a
position of power vital to the smooth operation of a county govern-
ment. Statute law envisions him as a custodian of county funds; but
with no power to judge the desirability of expenditures; that is, he

is supposedly limited to following the orders of the county beard

(or the board of auditors if it exists). In practice, however, the

lbid., p. 1I-28.
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recommendations of the treasurer are often routinely accepted by the
board. As an independently elected officer, he can develop great
local political power. Because of the historical concerm for the
handling of monies in counties, however, the treasurer does not have
responsibility for an overall accounting system: duties are shared
with the county clerk. (The county clerk keeps the records on the
general fund, while the treasurer handles all county fund balances.
Both must usually sign warrants or check.) A portion of these
officers' power comes from the information they hold on the financial
condition of the county. For the board of commissioners to receive
an accurate plcture of the financial condition of the county, infor-
mation from both of these offices is necessary. Where a spirit of
cooperation does not exist, the picture is often clouded. While
neither may lie, they may not be telling everything; they may provide
information, but not necessarily in a form that is usable or under-
standable by the board of commissioners. (The control of financial
information by the clerk and the treasurer also presents the oppor-
tunity to embarass the board.)1 In this and in other areas; it is a
matter of the nominal versus the actual rules governing the control
and flow of information.

Other important information may be controlled by other elected

Ia computerized management information system might take away omne of
the trading tools elected officials have; i.e., their ability to control
information and the form of the information going to the boaxrd of commis-
sioners. Given the basic data in a computer, the board should be able
to extract what it desires. Obtaining the necessary cooperation from
the elected officials for succeasfully getting a management information
system to work, however, will often require leaving the ability to
access certain data in the hands of various elected officers. Where
this is not necessary, an MIS may greatly change the relationships
involved.



62
officers. TFor example, information from the sheriff's department is
important because of the large percentage of the total county budget
this department and related programs typilcally represent. Similarly,
the prosecuting attorney (as well as the judges) possess legal infor-
mation {(as well as the formal trappings of authority accompanying the
legal profession) regarding both outside conflicts and internal
operation. There are important differences in the level of knowledge
of the statutory boundaries surrounding these elected officers that
insulate them from the commands of the board of commissioners: while
the elected officials are generally very aware of these, members of the
board of commissioners typically are not. Commissioners tend to have
less tenure than the other elected officials and usually only devote
part-time to county activities. An election such as in November, 1980
can result in extreme turnover in county board membership. It is to
the advantage of the elected officials to keep those boundaries
somewhat unclear. This leaves room for bargaining and for certain
duties, activities, and powers to accrue and remain with these officers
through tradition and habit. These officers are also often able to
exert leadership over the appointed department and other agency heads
in conflicts with the board. They are thus often in a position to
collectively act as problem definers, in some respects acting as

agenda setters for the hoard of commiasioners.l

The Drain Commissioner

The office of drain commissioner is an elected position, but it

is not mandated in the state constitution. Not every county has a

lThis can be particularly important, for example, where the duties
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drain commissioner, and in some it is only a part-time job. (In
counties under 12,000 people, the office may be abolished and the
duties assigned to the county road commission.} The board of commis-
sioners 1s again limited in its control over the drain commissionexr:
he i1s independently elected from a county-wide base and is often able
to develop considerable local political power. He 13 required to make
an annual report to the board of commissioners regarding all programs
and projects and their financial status. The board of commissioners
sets his salary, determines the number of deputies and their salaries
(and again these positions are exempt from county personnel policies),
mugt approve the budget for the office, and may provide a revolving
fund from general county monies for meeting initial expenses in estab-
lishing drainage districts. His local political power stems largely
from his decision-making authority concerning drains, such as deter-
minination of practicality, cholce of route, condemnation powers, and
assessment powers. His independence from board control is enhanced
because county appropriations finance only a smail portion of drainage
projects and programs; i.e., appropriations approval may not be
adequate as a coordinating tool. The drain commissioner may join the
other elected officlals in taking a leadership role, depending upon

his importance in particular counties.

of a purchasing agent are assigned to a hired county administrator
or similar position. The "problem" may come to be defined in terms
of personnel administration and policy matters, leading the admin~
istrator to devote few resources to the purchasing area. .
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The Judges

Although they are locally elected and their jurisdictions
often coincide with county boundaries, the judges are not technically
officers of the county government: they are part of the "one court
of justice'" in Michigan, headed by the state supreme court. (1963
Constitution, Article VI, Sections 1, 4, and 5) There remain;: how-
ever, some important legal relationships between the courts and the
county government, covered by numerocus statutes.

The board of commissioners can (1) supplement the state-paid
salary of each judge (where the combined salary is subject to a maxi-
mum and cannot be decreased during a term of office), (2) set salaries
for certain positions connected with the courts and provide for an
increase in the number of probate judges under certain circumstances,
and (3) can create certain programs and positions, such as the crea-
tion of a traffic-bureau in district court. The county government
also recelves certain court-related fees and fines.

The board of commissioners must provide certain court services
and pay some court-related expenses. This area is very complex and
gets the stage for trading and bargaining between the board of commis-
sioners and the judges. (The relationships may include some command
by the judges over the board of commissioners.) The following deserip-

tion, taken from House, VerBerg, and Wanger, Michigan County Commis-

sioners and Human Services and Public Safety, reveals much about the

relationships:

« « » this county-court relationship is based upon two different
areas of law: A large number of rather specific statutory pro-
visions; and three recent controversial Michigan supreme court
cases. . . . The statutory provisions, too numerous to be set out
here, are basically of two kinds. One kind specifies certain
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expenses, facilities, or supplies which the county must pay or
provide; the other kind authorizes the courts to fix and orxder
certain expenses paid within the total amount appropriated

by the board of commissioners to the courts. Altogether, these
provisions are like a patchwork quilt full of holes, because
they fail to mention a number of court-related expenses which
counties have generally paid without argument for many years. .
. « In any event, the situation was a silent tribute to the
harmony between the courts and counties which generally existed
until very recent years.l

The supreme court cases are District Judges v. Bay County, Wayne Circuit

Judges v. Wayne County, and Livingston County v. Circuit Judge.2 In

each case, the county government lost.

In Bay, the court struck down a labor contract executed by the
board of commissioners with district court employees, holding that
the district court, not the county, was the employer under the
statute saying that court could appoint employees and fix thedir
pay "within appropriations provided by" the board of commissioners
(M.S.A. 27A.8271[1]). With certain exceptions, the supreme
court indicated that the board of commissioners could not make
binding line-item appropriations for district courts and that only
the total appropriation was binding.

In Wayne, the court forced the county to pay for additional
personnel the circuit court wanted, on the basis of the court's
"inherent power' to provide for "eritical judicial needs" which
the court "emergency requires.” . . . . The court, however,
required that in the future no judge could force a county to spend
money for court purposes without the approval of the state supreme
court administrator.

In Livingston, the circuit court negotiated a labor contract
with its clrcuit court employees and sent it to the state court
administrator. The county sued to have 1t set aside. The supreme
court refused, holding pursuant to Bay that the proper parties
had negotiated and that if the county thought the contract's
provisions unreasonable, unnecessary, or too expensive, it could
complain to the state court administrator, and if he disagreed
with the county, then sue. . . .

1
Alvin E. House, Kenneth VerBerg, and Eugene G. Wanger, Michigan

County Commissioners and Human Services and Public Safety (Lansing:
Michigan Association of Counties, 1976), p. 88.

2

385 Mich. 710 (1971), 386 Mich. 1 (1971), and 393 Mich. 265 (1975).
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The upshot of the situation would appear to be that where
boards of commissioners and thelr courts get along cooperatively,
together these cases will make little difference; where they-io
not, more litigation will be needed to clarify the situation.
Various judges are involved in f£illing vacancies in county
elected and appointed positions. The probate judges appoint the
members of the tax allocation board, the circult judges £i1ll vacan-
cies for county clerk and prosecuting attorney, and other vacancies
are filled by a committee of the clerk, prosecuting attorney, and the
probate judges.
In addition, because of the importance of thelr relationships
with the county govermment to their operatioms, the judges will
often exert a leadership role among or along with the other elected

officials when there are general conflicts with the board eof

commissioners.

County-Appointed Department Heads
It is in this area that the board of commissioners comes closest
to the pure power of command, both over the appointed department heads
and their employees. The Attorney General has ruled:
However, the Board of County Commissioners does have the power and
authority to adopt a personnel policy which applies to employees
of the county who are subject to the supervision of the board. If
the board selects the employees or the individuals who select the
employees, the personnel policy of the beard applies.?
The board of commissioners (as a body) can directly require certain

tasks of particular employees of these appointed officials, while they

cannot direct in any way the work of any employees of an elected officer.

lﬂouse, VerBerg, and Wanger, p. 89.

2H2Michigamxtorney General's Opinions, No. 5046.
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The board's ability to fire (subject to persommel policy or civil
gervice provisions) always conditions the relationshipas of these
department heads to the board. Any individual department head, in a
conflict with the board of commissioners, has little or nothing to
trade or bargain with. 1In areas of change that affect many or all
departments within a county, particularly when the elected officials
are also involved (as in changes in the purchasing funmction), the
department heads as a group will be in a better position to influence

decisions.

State~Appointed Positions

Most of these positions are associated with the courts. For
example, the friend of the court and the members of the jury boaxrd
are appointed by the governor on the recommendation of the circuit
court judges, and adult probation officers are appointed by the Michi-
gan Department of Corrections. In all cases, the county board of commis-
sloners has the responsibility to provide adequate facilities and
staff for the offices. The salaries of the friend of the court and
the adult probation officers are set by the court, and these positions
are answerable only to the court, These positions share in the inde~
pendence of the judges, and in any conflicts with the board, the
Judges wil be involved..

The county cooperative extension director is in an intermediate
position: he is not an appointed department head nor is he an inde-
pendent county officer. He 1s appointed and paid by Michigan State
University, subject to the approval of the board of commissioners.

Local support staff is appointed by the director, but are subject to



68
county personnel policies. The ability of the CES director to bar-
gain with the board in conflicts depends on his relationships with
the board members and other department heads, the importance of the

CES programs in that county, and the political power of his clientel.

Other County Boards and Commissions

The county government is technically an arm of the state govern-
ment required to carry out particular programs for the state. There is
not, however, a single link to the state through the board of commis-
sioners: a share of the executivé power in county government is spread
among many possible boards or commissions covering specific functions
or facilities, with these agencies having their own independent links
to various parts of the state government. The board of commissioners
exerts influence through its power to appoint the members of many of
these boards and commissions, and through that appointment power,
the ability to control selection of personnel and to require use of
county personnel policiles.

Some examples will illustrate the types of relationships that can
exist., Sources of funding out of the control of the board of commis-
sioners are an important source of independence. The county road
commissions are the prime example; with most of thelr funding coming
directly from the state level, they are in essence a separate unrelated
unit of government.

After 1965, it has been mandatory for counties to create their
own local board of health or to join a district health department.
Members of the health board are appointed by the board of commissioners.

The county board provides appropriations, but this does not mean sole



69
control; local boards are subject to reviews by the state health
department., Minimum standards for local health programs are estab-
lished at the state level. The state also has power in appointing
some local health officers and exerts further control through the
administration of state and federal health grant programs.

The trustees of a county hospital are appointed by, and have
their compensation set by, the county board of commissioners. Once
appointed, however, the county board has little voice in the decisions
of the trustees. The hospital board is required to make a detailed
annual report tied into the county budget cycle. The county board is
able to exert influence insofar as the hospltal relies on its appro-
priations. In operating the hospital as a trust for the county; the
hospital board has independent control over how their funds are expend-
ed, which could put them outside of any county purchasing system. The
hospital board is also subject to rules established by the state
commissioner of health (who may withhold payments of state aid).

Other boards and commissions come under varying degrees of
control by the board of commissioners or parts of the state government,
but all will also exercise some degree of executive power in their

particular functional domain.

The Need for a Service Approach

The powers of the board of commissioners to command various parts
of the county government structure are thus limited in many important
ways. The board's powers revolve primarily around only a few areas:
the power to make certain appointments, the power to formulate, adopt,

and amend the budget, and some power to determine the number of employees
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in particular departments. Its trading resources come primarily from
these areas, plus such items as control of office space and quality
(which are symbols of status and of importance in contacts with the
public). In imposing '"'bads" on parties within the govermment, action
within these powers may be seen as being extreme measures, involving
certain potential costs to the board.

In a survey of county board chairmen, the feelings of frustra-
tion over lack of control and the inability to command is reflected
in their suggestions for needed changes in county government.1 Changes
suggested by a number of the chairmen included: (1) bring all county
officials under the board's authority, (2) vest complete budgetary
control for all spending in the county in the board, (3) clarify to
whom the courts are responsible, and (4) clarify the areas of respon-
gibility and authority for the board and elected department heads. In
identifying sources of administrative frustration, such items were
listed as increasing schism between elected officials and the board,
difficulty in getting commissioners' agreement, the board's lack of
administrative control over all segments of county government, clear
lines of administration missing, the board's responsibility for the
court system's budget without any control, and trying to determine
where the authority and responsibility of the elected department heads
end and that of the board begins. These answers indicate that the
commissioners think that county government should operate as a command

structure while at the same time their responses indicate it does not.

1Garland Wood, "The County Board of Commissioners: Its Adminis-
trative Role," Center for Rural Manpower and Public Affairs, Michigan
State University, August 1977. (Typewritten)
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To further illustrate the nature of the relationships involved,
this section discusses the possible consequences where a basic change
in a county procurement system is attempted.

In the traditional form of purchasing in Michigan county
governments, each department does most of its own procurement, with
the county board having varying low degrees of involvement in infre-
quent large purchases. Why haven't county governments moved toward the’
centralization of the purchasing function? Recall the prescriptions
of the literature:

Purchasing also should have a management responsibility, shared
with the central budget unit, to review the validity and appro-
priateness of purchases and to obtain adequate program informa-
tion and justification from using agencies.
Purchasing should participate in both the management and opera-
tional functions of planning and scheduling. . . . Purchasing
should also participate in budget reviews, facilities planning,
and economic analyses. . . [Statutes should] provide purchasing
with the authority to review the validity and program appropri-
ateness of purchases.
If this is what centralization is to mean, it is no wonder that
Michigan counties have not moved in that direction. A change to this
type of centralized purchasing under a management approach would in
essence mean asking the independent power centers in county government
to set up a new power center with considerable power over certain of
their decisions and actions. Given the political power of the important
county actors, the statutory boundaries surrounding many of them, and

their potential abilities to block changes, it may simply not be pos-

sible to transfer all authority or responsibility for procurement

INational Association of State Purchasing Officials, State and
Local Government Purchasing, p. 4.2.

zlbid.’ pp. 2-4-2.5l
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to some central position.

Because of the structure of power in many Michigan counties; two
key dimensions considered earlier are also involved in the purchasing
area: authority versus cooperation and persuasion. For example, to
have effective planning by a purchasing official or department; there
is a dependence on accurate inputs of information from the using
departments. Basic information is contained in budget documents, but
much more is needed to make and time specific purchases. Cooperation
and persuasion are essential: it may not be possible to force good
flows of information.

Although most purchasing statutes contemplate that purchasing
should obtain such information, the power to do so is largely
persuasive, causing purchasing to rely on the voluntary cooper-
ation of using agencies.

Within a county government, it is critical to include consider-
ation of these power relationships in decision making on procurement.
In making decislons about these areas, the term 'in the public interest”
and similar phrases found commonly in the literature must be rejected
as loaded terms that confuse decision making and hide the choices that
are actually beilng made. The following quote is typical of those
found in the literature:

The centralization of purchasing authority is also the centrali-
zation of responsibility and accountability, and the central
purchasing office has the perspective of commonweal, not the

gpecial interests of individual departments.2

The question is one of defining "commonweal.' Changing the location

lIbid., p. 4.3, 1In contrast, the exercise of authority may be
more important in forcing such flows in private enterprise (at least
up to certain sizes).

2Council of State Governments, State and Local Government Purchas-—
ing: A Digest, p. x.
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and authority of the purchasing function in govermment is in effect
to change the rights of all participants. The location of an agency
within a government and its power relationships and trading materials
can result in different weights being given to conflicting interests
in decision making. For example, a change in the way purchasing is
done may mean a shift in the way weights are given to the interests of
vendors versus taxpayers versus a particular department head or elected
official. 1In defining the "optimal" purchasing organization, the
political element enters; there are competing interests at work. This
extends past basic organization down into the specific procedural rules
governing purchasing. TFor example, if all potential vendors are given
the right to bid on a government contract, this may represent an
exposure of the taxpayers to higher costs in government if the costs of
dealing with a larger number of bidders more than offsets the savings
~ generated through the increased competition of more bids; whenever
there is a cost, there is a gain to someone else. The major area of
controversey in this respect 1is whether a purchasing official or depart-
ment should have the authority to question the requisitions or specifi-
éations of the using departments., (That is, should a purchasing depart-
ment exert major management control over the user departments or
should it function primarily as a service agency to them, obtaining
whatever they say they need without question.)

The county board of commissioners may be in a position where it
can initially impose a system of centralized purchasing under a manage-
ment and control orientation. From the board's point of view, will it
succeed, and will it continue to operate? The willingness of the board

to exert what control it does have through its powers of appropriations
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and approval of claims before payment is necessary, but 1t is no
guarantee of successful operation: the board would likely find itself
in a position of constant conflict. If the elected officials, the
agency and institutlion heads, and the independent commissions and
boards were against the imposition of the system, 1t is unlikely they
will cheerfully cooperate. The very nature of the relationship
between a new central purchasing unit and the using departments 1s
unstable. For example, a National Association of State Purchasing
Officials’ study indicates:

Cooperation is made difficult by an attitude concerning budgets
which generally exists among using agencies. The agency point of
view, oversimplified and perhaps overstated, is that it is autho-
rized to spend to the limits of its budget. If funds permit, it
feels 1t should be able to buy the most expensive product. Pur-
chasing's point of view, on the other hand, is to refrain from
buying better quality or greater amounts than are actually needed.
Though the central purchasing authority has this responsibility
for specifications, it is gtill up to the using agency to deter-~
mine the items they need. Since central purchasing is a sexvice
to the using agencies, it, too, is concerned that they obtain the
correct items to satisy thelr needs. Central purchasing is also
charged with the duty of seeing that specifications encourage
competition when practicable. This presents varying degrees of
misunderstanding between the using agencies and the central
purchasing agency, which often must modify suggested specifi-
cations to make them less restrictive.l

This type of change in purchasing will often require more of a change
in attitudes and habits than most organizations are willing to make:

changes in behavior of using departments may noet be in the direction

desired by the board. What Corey finds for the private business

organization is also true for the public units:

INational Association of State Purchasing Officials, State and
Local Government Purchasing, p. 11.9.
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Taking away control over purchasing at these levels is often

perceived as reducing the accountable manager’s control over a

key factor that affects his performance.
It may also be perceived as indicating that the board thinks the
department heads are doing an inadequate job. As considered in the
description of the relationships between the board and other county
government actors, departments have many options open to them that
could directly or indirectly sabotage efforts to implement an effec-
tive central purchasing operation. Information flows, as consildered
earlier, will be critical: the effects of conflict over the purchasing
system can carry over into many other important areas of county
government operations. Departments who oppose the move to centralized
purchasing might also claim items were cxitical when they were not or
build slack time into their need dates so that materials will spend
much time in storage, thereby undercutting many of the advantages of
centralization.2 During its learning period, it is virtually certain
that central purchasing will not get something important to where
it 1is needed on time: this can provide valuable ammunition for its
3

opponents, who can claim that they could have procured it on time.

In most cases, a purchasing operation in a county government is not

1Corey, p. 66.

2Robert M. Monezka, Philip L. Carter, and John H. Hoagland,
Purchasing Performance: Measurement and Control (East Lansing: Division
of Research, Graduate School of Business Administration, Michigan
State University, 1979), p. 199.

31t has been well documented, for example, that abuse of emer-
gency purchasing procedures can easily undermine the operation of a
centralized purchasing department. See the National Association of
State Purchasing Officials' study, State and Local Government

Purchasing, p. 4.
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likely to have the personnel or resources necessary to fight the
other departments in a battle of wills, nor can the county government
operation afford such conflict. Given the centers of power in county
government and their discretionary choices, combined with the neces-
sity of cooperation between the centers for smooth, coordinated govern-
ment operation.and the possible severity of the political and poten-
tial legal battles, if the board of commissioners attempts to exert
total control, such a centralized purchasing unit will likely fail.

Thus where a hypothetical county board of commissioners wishes
to move away from individual departmental purchasing to try to capture
the possible benefits of some type or degree of centralized purchasing;
it may be necessary to ignore the prescriptions of the literature and
approach it from a service orientation: that is, purchasing agents;
divisions, or departments justify themselves by the sexrvice they can
provide to the using departments in such a2 way as to be non—-threatening
to the using departments.l The move to any particular form of purchas-
ing system does not represent an endpoint. The political battles over
changes in the purchasing system will be starting from a different
base, with a different set of historical experiences. The need for a

service orientation, however, will remain a constant.

lFor example, information may provide the key to successful oper~
ation. A major way a purchasing department operating under a service
approach can attract using departments is in providing them with infor-
mation that individual departments cannot generate for themselves, such
as historical purchasing information, price estimations, current status
of various contracts, potentials for cooperative purchasing, existence
of new or lower cost items that could £1ill needs, etc. A purchasing
official~ must try to fill gaps in order to attract use such as being
an experxt in particular areas where no other department has the time
or interest in becoming expert. This, in effect, becomes one of his
primary trading materials.
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For county government, there still would be many difficulties
in applying theory to practice. Even under a service approach; the
board of commissioners has a number of options in assigning authority -
(and trading materials) to a person designated as purchasing agent;
These cholces could affect overall purchasing performance; The follow-
ing chapter gives a description of the basic alternatives for procure-
ment function organization available within county government and of

the state purchasing programs in which counties may participate.



CHAPTER V

PURCHASING FUNCTION ALTERNATIVES IN

MICHIGAN COUNTY GOVERNMENT

Participation in Decision Making

The procurement system within a county government may be viewed
as a decision-making system. The question of organization is one of
how people will be related in making procurement decisions: what are
the rules about how purchasing decisions are made, who participates,
who makes the final decisions, or is it possible to make certain kinds
of decisions (such as of joining in cooperative purchasing arrangements)?
Webster and Wind define organizational buying behavior as:

. « . the decision-making process by which formal organizatiocns
establish the need for purchasing products and services, and
identify, evaluate, and choose among alternative brands and
suppliers. '"Decision-making' is used here to include information

acquisition and processing activities, as well as choice processes
and the development of goals_and other criteria to be used in

choosing among alternatives,
These authors list five parts in the procurement decision-making
process: (1) identification of need, (2) establishing objectives and
apecifications, (3) identifying buying alternatives, (4) evaluating
alternative buying actions, and (5) selecting the supplier. The ques-
tion in organizational alternatives i1s one of who is going to be

involved in each of these parts of decision making. Participation will

vary within the alternatives based on the type of purchase involved, the

1Webster and Wind, p. 7.
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perceived threats and possible benefits of participation, and the
bargaining resources available. The traditional form of county
government procurement has been individual departmental purchasing,
modified in minor degrees by county board involvement in infrequent,
very large purchases. Each of the alternatives to this form repre-
sent at least some nominal change in the participation in procure-
ment decision making.

The basic alternatives to the traditional purchasing function
format include: (1) the appointment of a county purchasing agent
under one of two available statutes, (2) the county clerk as a purchas-
ing agent, (3) a hired county administrator assigned purchasing agent
responsibilities, (4) the county controller as the purchasing agent,
(5) purchasing by a committee of the board of commissioners,

(6) purchasing by a board of auditors, and (7) purchasing under a
manager or executive under the optional unified form of county
government. MNot all of these alternatives are currently being used
or available in smaller county governments, but all will be dis-
cussed to i1llustrate some basic points.

As considered earlier, the purchasing literature, with a primar-
ily management/control orientation, presents purchasing function alter- -
natives in a command framework: e.g., a "strong" purchasing agent who
can question the program-appropriateness of requisitioned commodities

or services from a government department.1 This same management/

1

For example, NASPO's State and Local Government Purchasing
framed 1ts recommendations in the form of recommended statutory
coverage granting particular powers of command. This report in turn
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control/comnand framework is seen in existing statutes and ordi-
nances across the country as well as in model organizational charts
and purchasing policies. Each of the above county government altexr-
natives appears to involve the centralization of purchasing responsi-
bility and authority with the ability to command to obtain results.
Based on the literature, the move to such centralization and the
assignment of command authority should result in improved purchasing
performance along the prices-paid and other dimensions; i.e., each
would represent a move towards the "optimal" form of purchasing
function organization.

If a bargaining conceptualization of county government is valid,
however, the differences that would be predicted in behavior and
performance between the traditional form and a purchasing function alter-
native presented in a command framework may not be found in application
to county government. The necessary bargaining framework of relation-
shipa among the important actors, and the trading materials involved,
may erase many of the perf&rmance distinctions between the traditional
format and these nominal command forms of alternatives.

The remainder of this chapter is devoted to the analysis of the
procurement function alternatives currently available under statute to
county governments. Under each of these alternatives, there may be a
change in the kinds of bargaining and trading that occurs. Prior to
the creation of a purchasing agent position, for example, the bargain-
ing over what a department would buy might have been restricted to the

budget preparation process (and perhaps only so far as the line-item

became the basis for the American Bar Association's Model Procurement
Code for State and Local Government (Washington, D.C.: ABA, 1979).
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totals) and perhaps on major purchases to a committee of the board of
commissioners. The bargaining process might change to one between the
department head and the purchasing agent (particularly if he is also
assigned other duties) and also between the departments and the board
of commissioners in departmental efforts to get around or limit the
purchasing agent. Because the potential types of bargaining and
trading may change under any of these alternatives does not mean;
however, that the outcomes will be different: nominal changes in
authority may not be accompanied by changes in trading materials.
Each of these organizational alternatives has potential effects on the
way people are related that are not reflected in the command formats

in which they are presented in statute.

The Basic Alternatives In Statute

The Appointment of a County
Purchasing Agent

There are two Michigan statutes under which the county board of
commissioners may appoint a county purchasing agent:

1. Public Act 156 of 1851, as amended. This is the basic law
defining the duties, powers, and responsibilities of county
boards. This option may be used in counties of any size.

2. Public Act 307 of 1917. "An Act to provide for the purchase
of all supplies, merchandise and articles of every descrip-
tion and character needed for the maintenance and operation
of all county offices, departments, and institutions in
counties adopting the provisions of this act."” This option
1s available to counties having a population of greater than
75,000.

The position of purchasing agent does not need to be a full-time

position under either act.
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Public Act 156 of 1851

Public Act 156 of 1851, as amended by Act 58 of 1921, Sec. 13a,

reads as follows:

The board of supervisors in each of the several counties may
appoint a county purchasing agent and such other representatives,
agents, and employees for its county as may be deemed necessary by
it, to carry out any of the powers granted by this act, or by any
other law of the State: Provided, that the provisions of this
section shall not apply in any county in which county purchasing
agents and other county representatives, agents, and employees are
now appointed or elected under the provisions of any general or
lacal act.

The Michigan Attorney General has interpreted this act to mean that the
person employed under this section may not lawfully supervise or usurp
functions of other county officers and may not assist them in perfor-

2 "In other words, when

mance of their duties without theilr comsent.
the board designates an administrator, coordinator, board assistant,
committee secretary, or whatever, the dutles of the employees must be

worked out between the board and department heads, where those duties

are not already assigned by law. The board is on insecure footing

when it hires such a person without first working out the duties with
department heads in advance of hiring the employee."3 The general
purchase of supplies and services, the operation of a county supplies
storeroom or other warehousing activities, and the keeping of an inven-

tory of county property, however, do not in most cases conflict with

other statutory administrative assignments.

1The board of supervisors is now the board of commissioners.
1966 PA 26, Sec. 16 (3), added by 1969 PA 137.

2Attorney General Opinions 1947-1948, No. 31, p. 172.

3
Alvin E, House, '"The County Administrator," Cooperative Extension
Service, Michigan State University, Jan. 10, 1977. (Emphasis added.)
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The Attorney General has interpreted this act to mean that
appointed purchasing agents have ''exclusive power to purchase supplies
for county offices, unless thelr authority is limited or abridged by

1

the appointive power."™ The county board of commissioners, as the

appointive power, can limit the powers of the purchasing agent to some—

thing less than the full potential under this statute. The purchasing

agent cannot, however, be given any greater authority in relation to

county elected officials, other department heads, or other commissions,
2

insEitutions, or boards, than the board of commissioners has.

Although the purchasing agent appears to have full authority, as
granted by, and within the limits of the authority of, the board of
commissioners, over the purchase of supplies and services, conflicts
with county officials' statutory assignments and authorities may arise
through how the purchasing function is carried out by the purchasing
agent in a particular county. Conflict will be the rule if the purchas-
ing agent tries to carry out all the activities typically under the
control of the purchasing agent in a private business setting or in
other forms of govermment where he would be taking an active management/
control role.

An important example of the limitations of the county purchasing

agent's authority lie in his abilities to disapprove purchases and

lAttorney General Opinlons, 1923-1924, p. 264.

2Note that Section 13a was added by 1921 legislation, after Aet 307
of 1917. It appears to have been intended to give purchasing agents in
counties smaller than 75,000 population similar powers and authorities
as those granted in the 1917 act, but allowing boards of commissioners
to limit those powers in order to fit the needs of smaller counties.
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make changes in purchase specifications. In private sector business
settings, the purchasing agent often plays a part in the top manage-
ment team, taking on an important control role, with the authority to
question the program appropriateness of purchase requisitions from
departments. He often can not only change the department's specifi-
cations in major wayé, but can in many cases refuse to make a purchase
on the grounds that the requested items are not really needed; His
ability to do this is a reflection of the authority of the board of
directors over departments and the delegation of that power to the
purchasing agent. fhe board of commissioners does not have the same
type of authority over departments, agencies, and institutions of the
county government, particularly with regard to elected officials; and
thus the board cannot delegate that kind of authority to thelr
appointed purchasing agent. An Attorney General Opinion found nothing
in the law to

+ + « authorize the county board of commissioners, in adopting a

general (or non-mandated line-item) appropriations act, to require

elected county officials or other administrative officers of

budgetary centers, to seek permission of the chief administrative

officer or fiscal officer of the county_in expending designated

"line-items" within an approved budget.l
The purchasing agent is thus not in a position where he can refuse to
make a purchase requested by an elected officlal and it would appear he

is also not in a position to unilaterally make changes in a requisi-

tioning department's specifications for a particular purchase without

lAttorney General Opinion No. 5816, November 17, 1980. This
oplinion referred to the case where a board-appointed administrative
assistant was appointed to be the county purchasing agent and was also
designated as chief administrative officer of the county., If such a
position does not have such authority, a person designated simply as
the purchasing agent certainly will not.



85
specific directions from the board of commissioners.t The purchasing
agent appeinted under this statute by the board of commissioners is
thus a service rather than a control agent; he is to carry out purchas-
ing actions as requested by the using departments.

There is nothing in the law or in Attormey Gemeral Opinions to
suggest that the use of this service provided by the board of commis-
sioners is only voluntary, either for elected or non-elected officials
and department heads.

The county board of commissioners, acting as the legislative bedy,
is obligated to maintain by appropriation the county offices and
agencies created by Const 1963 and statutes. In making such
appropriations, the county board of commissioners may attach
appropriate conditions governing the use of county funds, so long
as sufficlent funds are budgeted to enable county officers and
agencles to perform their constitutlonal and statutory duties
and obligations.2
This opinion stated that all departments may be required by the beard
of commissioners to notify the purchasing agent to ensure that the
expenditures are within the authorized budgetary limits and to operate
in such a way as to "effectuate centralized county purchasing functions."
The requirement that all department heads, elected and non-elected,

operate through the purchasing process designated by the county board

of commissioners can thus be imposed by proper appropriations language.

1Ibid. Note that this interpretation includes not only elected
officials, but also all "administrative officers of budgetary centers"
as defined by the Uniform Budgeting and Accounting Act (P.A. 2 of 1968,
as amended). "Sec. 2b. (1) '""Budgetary Center" means a general operating
department of a local unit or any other department, institution, board,
commission, agency, office, program, activity, or function to which
money 1s appropriated by the local unit.' It would appear that the pur-
chasing agent would also not have such power over many of the non-elected
department heads, depending upon the way money is appropriated in the
county budget.

2
Attorney General Opinion No. 5816, November 17, 1980.
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While department heads do not have to have the purchasing agent's
approval to make expenditures of approved line-items in their budgets,
they must make those expenditures within the purchasing process
specified by the board of commissioners. Within that process, the

purchasing agent must act as a service agent.

Public Act 307 of 1917

This act cannot be used by counties with populations of less
than 75,000. This act provides for a nominally stronger purchasing
agent than the 1851 act, but it also imposes some constraints on his
activities in that it specifies the buying processes to be used in some
detail. Under the act, the purchasing agent is appointed for a two year
term of office. His salary is set by the board of commissioners, and
it cannot be increased or decreased during his term of office. The
purchasing agent's position would appear to be more secure than simply
serving at the pleasure of the board of commissioners under the 1851
act, but the fixed salary may be a sore point during periods of high
inflation.

The purchasing agent appointed under this act is assigned the
duty of purchasing virtually everything needed for county operatilon.

Sec. 5. It shall be the duty of the purchasing agent aforesaid
to contract for all supplies, merchandise, printing, and articles
of every description needed for the maintenance and operation of
each county office, department and institution, except those
supplies that are of a strictly perishable character. . .

Sec. 12. The purchasing agent shall frame and transmit to each
county institution a system of rules and regulations for the pur-
chase of such supplies as are strictly perishable in their char-
acter, and to which conformity by all county institutions is

hereby required.

While the 1851 act leaves the choice of procurement processes to be used
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to the board of commissioners and the purchasing agent, under the 1917
act all purchasing must be done within the procedural framework given
in the act, which is primarily a formal competitive sealed bidding
process. This may unnecessarily limit the purchasing agent from using
what are now recognized as sound purchasing practices.l

The act specifies two important powers the appointed purchasing
agent has in relation to both elected and non-elected officials and
department heads:

1. It requires a flow of information: "All county officers
and heads of county departments or institutions shall keep
the purchasing agent constantly advised as to the amount and
character of supplles on hand, and the amount and character
required in order to keep the offices, departments, or
institutions constantly provided for.'" (Sec. 4) They are
required to furnish him with estimates of needs for the
entire coming fiscal year by July 1, and "they shall also
furnish any other information respecting such matters as
may be desired or requested by said purchasing agent." (Sec. 4)

2. The purchasing agent can make such changes in department's
specifications as are necessary for standardization of
specifications. "When the same article is estimated for
by two or more offices, departments, or institutions, but of
different brands or grades, the purchasing agent may deter-
mine which of the brands or grades shall be purchased so as
to produce uniformity in use by all the offices, depart-
ments, and institutions. . ." (Sec. 5) Note that the act
does not, however, say anything about the authority of the
purchasing agent to make changes in the purchase specifica-
tions prepared by the using department where there is no
such common usage.

Although this might appear to make him stronger than a purchasing agent

appointed under the 1851 act, the purchasing agent still has no

1This process was patterned on what was accepted good practice
at the federal level at that time. Because of the changes in the
nature of many of the things purchased by the federal government,
perceptions of what constitutes good practices have and are continuing
to change. The state statutes have not kept pace and thus make no
allowance for such practices as competitive negotiation.
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authority with respect to county officers and department heads greater
than that which the county board of commissioners has. Attorney General
Opinion No. 5816, November 17, 1980, applies to thils appointed pur-
chasing agent as well as to one appointed under the 1851 act. The
ability of the purchasing agent to force flows of information out of
reluctant department heads or to standardize specifications depends
upon the willingness of the board of commissioners to support him and
to deal directly with those department heads in conflict situations.
The limitations of the board of commissioners in such situations has
been considered earlier.

The law does not provide a complete guide to the relationships,
and it often contains contradictory passages. An Important example
of where the law is contradictory and where conflicts may arise lies in
the preparation of invoices and presentation to the county board of
commissioners for approval. Where there is no county controller or
board of auditors, the county clerk has the statutory responsibility
for preparing a book of claims from invoices sent to the county and
for notifying the board of commissioners of the claims filed against
the county. The 1917 act contains contradictory language (along with
a general section repealing contravening sections of other acts, which
would be examined by a court but which would not be considered deciding):
". . . 1f the purchasing agent shall, upon further examination find such
invoice to be correct, he shall tranmsmit it with his approval to the
board of supe;visors or board of auditors. . ." (Sec. 8) To avoid
possible conflicts and legal battles in this area, it would be necessary
for the board of commissioners to work éut with the county clerk a

process for handling invoices and the preparation of the list of claims
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before the appointment of such a purchasing agent.

The earlier section on the need for a service approach indicated
the difficulties a purchasing agent would face in trying to exercise
his nominal powers in the face of the semi-azutonomous power centers in
county government. Although a purchasing agent appointed under the
1917 act appears nominally stronger than one under the 1851 act,
the 1917 act does not provide any additional trading materials to
the purchasing agent position: resolution of conflicts would require
direct board participation.

The 1917 act has rarely been used; where it has worked well in
practice (Genessee County), additional powers and flexibility have
come to the purchasing agent through habit and traditionm rather than

through explicit grants of authority by statute.

The County Clerk as Purchasing Agent

The county clerk is not only an elected officer of the county,
but iz also an officer of the county board. Public Act 156 of 1851
requires the county clerk to act as the clerk of the board of commis-
gioners. In addition to the duties made explicit in statutes, the
clerk must also "perform such other and further duties" as the board
by resolution may require. (M.5.A. 5.324) The duties and responsi-
bilities that might be assigned to the purchasing agent appointed under
the 1851 act could instead be assigned to the county clerk.

From the viewpoint of the board of commissioners, however, such
an assignment may not be desirable. Although a clerk to the board,
the county clerk is a constitutional officer elected on a partisan

basis and is independent from the control of the board of commissioners
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in important ways. The clerk typically has considerable local politi-
cal power and often takes a leadership role among elected and non-
elected department heads, particularly in conflicts with the county
board. The relationships with the other department heads and the
independence of this position places the board of commissioners in a
poor position to exert command over purchasing policles, procedures,
and practices. 1In the operation of a busy clerk's office, priority

is likely to be put on the activities of the clerk's office over

any purchasing concerns. (In contrast, where an administrator or a
controller must set priorities, purchasing activities would be consid-
ered against other county government-wide concerns rather than the
activities of a single office.) The clerk has the ability to sit
still on purchasing after the assignment of such duties, claiming that
in a busy office, other statutory duties must take precedence.

At present, no county has assigned the duties of purchasing agent
to the clerk, although in some cases the clerk has respomnsibility to
order all county requirements of certain commodities, such as copy
machine paper.

A County Administrator Assigned
Purchasing Responsibilities

The county board of commissioners may hire a county administrator
(or board secretary, financial manager, coordinator, or a number of
other titles) under the same section of the 1851 act that allows the
appointment of a purchasing agent. The Attorney General has ruled
that the board may provide that its administrative assistant shall

serve as the county purchasing agent.l All of the previous comments

1Michigan Attorney General Opinion, No. 5816, November 17, 1980.
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on the 1851 and 1917 acts also apply to this combined position,
particularly that the board cannot delegate to the county administra-
tor any authority or powers that the board does not possess. The
nominal powers of such a position to control purchasing procedures and
processes are not different than under the above alternatives. The
actual ability to affect procurement operations, however, may be much
different, for the position of county administrator may offer much
more in the way of trading materials. His power in relation to county
department heads stems from his control of agenda and the flow of
information to the board of commissioners: a major reason for hiring
such an administrator is for the board to obtain concise reports from
the mass of information that may be coming from departments. County
commissioners typically do not devote full-time to county activities;
boards often come to rely heavily upon the administrator who is in
constant contact with county operations, and in some areas he may come
to take policy leadership. When the administrator is assigned duties
in the preparation of the budget or acts as the county personnel officer,
he thus has much potential trading material for obtaining desired
behaviors from department heads in the procurement area. The full
time person, given other bargaining resources and authority by the
board, is simply in a better position to exercise the "authority" of
the board than is the board itself, because he is in constant day-to-

day contact with the operations of the county government.

The County Controller as Purchasing Agent
The county controller is appointed by the board of commissioners

(Public Acts 257 of 1927; 132 of 1929, as amended by Public Act 49 of
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1969) and like the purchasing agent appointed under either the 1851
or 1917 acts and the administrator appointed under the 1851 act,
cannot be given any powers that the board of commissioners does not
possess. The controller serves at the pleasure of the board of
commissioners, just as the other positions, but it takes a two-
thirds vote to remove him.

The controller functions essentially as an administrative
assistant to the board of commissioners, but differs from one appointed
under Section 13a of the 1851 act in that certain statutory dutles
and powers are provided for. The act makes the county controller the
head of what is basically an accounting office, covering every function
supported in whole or in part with county funds. The ability of the
county controller to act as the chief accounting officer of the county
is being called into question in current litigation regarding his

powers in relation to the county clerk. (Gogebic County Clerk vs.

Gogebic County Board of Commissioners and Gogebic County Controller,

Circuit Court for the County of Gogebic) The questions raised in
this litigation, although affecting his trading materials, do not
directly affect his statutory assignment as purchasing agent for the
county. The statute states:

The controller shall make all purchases of books, stationery,
materials, and supplies which may be required by the county or
its officers and agents, the purchase of which is not otherwise
provided for by law, and no contract or order for the purchase of
any such materials or supplies shall be valid or binding upon the
county, nor shall the county be liable for the purchase price
thereof, except upon the written order of the controller.

lugpig provision shall not apply to any contract or purchase which
may be ordered by the board of supervisors at any regular, adjourned, or
special gession thereof, wherein payment is provided by the resolution
authorizing such contract or purchase.”
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This implies some veto power for the controller, but given the nature
of his position as a hired official, the actual ability to exercise
that power in a command format may be limited, especlally when dealing
with elected officials. Although the controller's position was not
directly addressed, his authority must be interpreted in light of
the Attorney General Opinion No. 5816 as considered above. The
controller's position is similar to the purchasing agent appointed
under the 1917 act in that a flow of information is nominally required:
"All county officers or employees shall furnish such information
respecting all county matters in their charge as the controller shall
require." Again, given his nature as a hired official, his ability to
force flows of information may be limited.

The law states that "The Controller shall perormsuch other duties

as the board of superviéors may impose." These other duties can greatly
affect the ability of the controller to act as a strong purchasing
agent, changing the controller's trading materials. Given the possible
limitations on his ability to act as chief accounting officer of the
county because of the current litigation, the controller's position is
essentially the same as the hired county administrator: important
assignments would be im budget preparation and management, personnel
administration, and in collective bargaining.
Purchasing by a Committee of the
Board of Commissioners
Instead of delegating its authority and powers to a hired
employee as a purchasing agent, the board of commissioners can assign

a committee to act as the county's purchasing agent. The actual

operation of such a committee can vary greatly, depending upon the type
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of purchasing policy and regulations adopted by the board of commis-
sioners and the relationship of this committee to other board
committees having approval powers for varlous types of purchases
for particular departments. In general, however, all contacts by
salesmen with the county would be through this committee, and this
comnittee would open bids and make other award decisions at the
committee meetings open to the public, with a committee member
issuing the purchase orders. This committee, as with other board
committees, is acting only in an advisory capacity in that it cannot
actually approve payment for the purchase orders it issues unless an

explicit assignment of this power is made by the full board.

Purchasing by a Board of Auditors
The board of auditors 1s established by a county referendum,
with 1ts members appointed by the county board of commissioners. It
does not just do audits, but also performs specific executive functions.
It is assigned the duty of auditing invoices and claims and preparing
checks, and usually prepares a budget proposal. Of the general admin-
istrative options for county government, the board of auditors has the
greatest range of powers and is most independent of the county board
of commissioners.
Under Public Act 275 of 1913, the following explicit assignments
in procurement are made to the board of auditors:
+ + » to purchase such books, stationery, blanks, printed matter,
furniture and general supplies, as shall be necessary for the use
of the county and its officers, and the circuit court;
« « + to contract for the printing of all proceedings of the board
of supervisors and for the printing of all official ballots as

prepared by the board of county election commissioners, and
such other printing as may be required for the various county
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officials, all of which shall be contracted for with the lowest
responsible bidder. (Sec. 8)

The statute does not make the board of auditors the exclusive purchasing
authority within the county government nor 1is the board given complete
authority to prescribe purchasing policies and procedures.

Although the above responsibilities are assigned to the board of
auditors, the board of commissioners may appoint a purchasing agent
under the 1917 act where there already is a board of auditors, and

It shall be the duty of the board of supervisors or board of

auditors to provide the said agent with the necessary stationery

and office equipment in the manner now in force in the various

county departments. (P.A. 307 of 1917, Sec. 15)
The exact nature of the relationships between a board of auditors and
an appointed purchasing agent is not made clear in statute. Only two
counties now have a board of auditors under Act 275 of 1913: Saint
Clair (where the board of auditors favored a purchasing agent position
but the board of commissioners did not give support), and Monroe.
Because this is a relatively rare administrative organization and be-
cause the decision to adopt this option would be very unlikely to be
influenced by factors pertaining to procurement, this alternative
will not be considered further.

Purchasing by a Manager or Executive under the
Optional Unified Form of County Government

The optional unified form of county government allows the use of
either an appointed county manager or an elected county executive.
Adoption of this form of government requires the approval of the elec-
torate. If a manager form 1s chosen, he is appeinted by the board of

commissioners and serves at theilr pleasure. The executive is elected on

a partisan basis for a four year term. This law has been used only by
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Oakland and Bay Counties, where an elected executive was chosen.
It is discussed here to indicate that although the apparent form of
county government is changed, the ability to control procurement
processes may not change.

Earlier discussion indicated the roles that county officials’
assoclations had in changing the legislation as originally introduced,
leaving most important positions untouched. House describes the
relationships involved for the county manager:

The relationship of the county manager to the board is similar to
that of a controller. The manager serves at the pleasure of the
board and would therefore tend to act as an agent of the board.
The law does give the manager specific authority over some

offices. 0Offices of elected officials are mot under the authority
of the manager.

In the procurement area, the county nanager would be in the same
position as either the county administrator or controller. The
county executive, however, 1s provided with a few additional tools
that could provide important trading material:
The county executive is elected on the basis of his (her) own
political base and is therefore much more independent from the
board., The county executive may veto any ordinance or resolution
adopted by the board, including all or any items of an ordinance
appropriating funds. This provision gives the county executive
line item veto power of any part of the budget, and thereby gives
the executive bargaining power even affecting departments headed
by elected officials,

Within this model of county government, the county executive would

appear to have the greatest ability to affect the performance of a

county procurement system.

1Kenneth VerBerg and Alvin E. House, County Government at Werk
(Lansing: Michigan Association of Counties, 1978), p. 8.

2Ib:[.d.
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State Procurement Programs

In addition to the alternatives within county government organ-
ization, counties have had the option of participating in three state
government purchasing programs. Participation is voluntary and can
involve both purchases from state warehouses and direct purchases
from vendors under state government-established contracts. The concepts
underlying the operation of these programs are the price benefits of
volume purchasing and the supply of professional expertise in procure-
ment to small units of government.

The State's Extended Purchasing Program is operated by the
Purchasing Division of the Department of Management and Budget. It
is presented as a cooperative purchasing effort, extending many of the
department's central purchasing contracts for direct use by political
subdivisions and schools. Local units of govermment sign an agreement
for cooperative purchasing which, 1f they choose to make use of a
state contract, commits thiem to purchase all of their requirements for
a commodity under that particular contract until that contract expires.
(Contracts usually are for a one year period, but they do not all start
and stop at the same time, allowing the spread of the workload

throughout the year.) Although formally signing an agreement to enter

lWhile cooperative purchasing may represent the sharing of pro-
fessional personnel that could not otherwise be afforded, the question
is whether for smaller counties this translates into savings. Savings
on prices~paid does not represent all potential benefits. Other areas
for possible savings 1lie in administrative costs of preparing, solici-
ting, and evaluating bids, making awards, and writing and updating
specifications, as well as vendor compliance problems. Actual purchas-
ing procedures and practices in most counties, however, are not very
sophisticated. Because of informal purchasing practices, many of the
above costs are minimal or virtually nonexistent: in those cases, the
monetary benefits of cooperative purchasing must come from the prices
being paid. The rest represent the elusive "costs avoided."
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the program, a county is not obligated to actually purchase under any
of the contracts: each unit of government can determine its own
level of participation. There are two types of contracts:

1. Estimated quantities: The Purchasing Division arranges
contracts with its vendors that allow direct use of the
contracts by political subdivisions. The award is made by
the state government without prior commitment to purchase by
local units of govermment. Contracts are for an estimated
quantity while still allowing purchase in small quantities,
although some contracts establish a minimum order per pur-—
chase. The local unit uses its own purchase procedures: it
issues its own purchase order directly to the vendor,
receives delivery directly from the vendor, and makes the
payment to the vendor. In addition, the unit must pay a
service fee to the Purchasing Division, which for FY 1979-
1980 was two percent of total purchases. Where county
purchasing is decentralized, individual departments can buy
urider this program.

2. Definite quantities: This requires a higher level of commit-
ment by the local unit., If a government wants to be included
in an upcoming bid action, it must specify its exact require-
ments in writing to be included in the state bid. Once the
state wmakes an award, the local unit must order that quantity
regardless of the location of the vendor or of a lower price
that becomes available. The local government still deals
directly with the vendor, with an administrative fee going
to the state.

Two additional programs are available where the unit of government is
purchasing directly from the state rather than from a vendor. The
General Services Section of the Department of Management and Budget
offers office supplies and paper products (generally known as "the
state paper gstore"), and the Michigan State Industries program in the
Department of Corrections will provide office furniture.

County governments are technically direct arms of the state govern-
ment, assigned the duty of carrying out state policies and activities
within their boundaries, and the state legislature may impose procedural

requirements on them. The legislature could require that county

governments procure theilr needs through state government—established
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contracts with vendors, either for particular commodities, or for all
needs where contracts are avallable.

In addition to the consideration of this possibility, the
state programs taken together represent a benchmark: these large-
scale purchasing arrangements represent what theory would suggest
gives the best prices-pald performance that can be achieved.l These
programs encompass volume purchasing, the application of specialized
purchasing knowledge and the use of bargaining and negotiational
skills. The sets of prices through the state programs do not repre-~
sent an unobtainable ideal; the prices were actually available to all

countles, regardless of volumes to be purchased.

Summary

Although the formal organizational alternatives for the pro-
curement function have been framed in a command format within
statute, each also can be examined from a bargaining and trading
viewpoint. 1In this way, they represent alternative ways the board of
commissioners may affect a part of the set of relationships among the
actors within county government. Before turning to a methodology for
examining the links between structure and performance in purchasing,
the general concept of purchasing performance must be examined. The

next chapter turns to the measurement of purchasing performance.

1‘I'he underlying economic concept is pecunilary economies of scale:
i.e., larger entities paying less for inputs than smaller entities
because of such factors as superior bargaining power or credit worthi-
ness. The achievement of pecuniary economies of scale implies a redis-
tribution from sellers to buyers, which would be viewed as beneficial
from the standpoint of the county board of commissioners.



CHAPTER VI

THE MEASUREMENT OF PURCHASING PERFORMANCE

Introduction

The concern in this research is in comparing the performance of
a2 number of alternative organizations of the procurement function
within county government. In empirically examining the purchasing
performance of county governments, the ideal research would provide
a set of measures (quantitative and qualitative) of total procure-
ment system performance (encompassing purchase, inventory, and disposal
and other activities) in a form that would allow comparisons between
alternative systems. Such a tool has not yet been developed: the
literature on purchasing performance contains a large number of quan-
titative measures and suggestions for qualitative measures and tech-
niques of evaluation, but they are almost exclusively intended for
internal use rather than for making comparisons with other alternative
organizations. The measures that are deemed appropriate for the latter
type of comparisons will be seen to place severe limitations on the
purchasing system goals that can be empirically examined. The diffi-
culty in interorganizational comparison lies primarily in the multiple
goals that can be and are pursued through purchasing systems (and
thus the attendant multitude of outputs, impacts, and performance
dimensions), coupled with the poqsible trade—-offs in their achievement;
The conceptual difficulties in this situation, with the addition of
some important data availability problems, resulted in the abandonment

100
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in this research of an initial intention to provide a direct empirical
performance comparison among county government procurement alter—
natives.

This chapter will cover the literature on purchasing performance
measurement and the difficulties in the interpretation and use of
particular performance measures. This material is included as back-

~ ground for the research approach adopted and to provide some insights
into the complex nature of the purchasing process.

The Literature on Purchasing
Performance Measurement

Purchasing Efficiency and Productivity
The procurement literature makes common use of such terms as

" Yafficient purchasing," or "an efficient

"purchasing productivity,
procurement system." These terms are not technically correct descrip-
tions of what is to be measured.

The purchasing literature generally prescribes a particular form
of centralized purchasing as "the efficient purchasing solution."
Efficient solutions, however, can only be said to occur within a given
structure of rights. When alternative purchasing systems are being
consldered, each may differ in the rulegs and procedures which govern
the relationships between participants. For example, the literature
stresses the importance of the relationship between the buying entity
and its vendors. The rules governing public purchasing operations will
affect the purchasing techniques and strategies the govermment buyer
can use: it is well recognized that this may affect the prices paid

for various commodities. If it can be said that the result is higher

prices being paid, those rules and procedures represent rights for the
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vendors and exposures for the taxpayers. Another example lies in the
basic right to bid on govermment business: different rights structures
can be sald to exist with different rules covering the removal of
vendors from government solicitation mailing lists or of debarring
vendors from bidding on govermment business. In comparing the purchas-
ing systems of different governments, it is not correct to talk of
some overall "efficient" purchasing solution.

Measures of the technological efficiency of a purchasing depart-
ment are suggested in the literature, but the input and output cate-
gories used are limited. The typical Inputs used are administrative
dollars, number of personnel, or worker hours, with various assumed
degrees. of homogeneity for the latter two. Outputs typically include
purchase orders or contracts written, line items placed, dollar
commitments, and other fairly easily counted physical outputs. These
do represent a quantitative area where performance might be compared
between some governments; 1t might be useful for certain purposes to
examine performance in terms of administrative dollars per one hundred

dollars purchased.l This type of measure, however, is a workload

llt is well recognized in the literature that none of these
measures are meaningful alone; to draw conclusions requires using
several measures and loocking for trends over time. One study cites
some examples of possible misinterpretation resulting from these
measures also being an incomplete measure of purchasing performance.
For example, a commonly suggested measure is Operating Cost per Dollar
Spent. '"'This should be a low ratio. This could be accomplished by
paying unreasonably high prices for goods rather than operating more
efficiently. Additionally, the dollars will be spent no matter how
small the operation or operating costs. It might be better to hire the
best people and spend more money on market or product research and get
the best buy. Thus operating cost goes up and dellars spent down,
but everyone received the best available product." (Mayor's Office,
City of Detroit Productivity Management Improvement Division, and
Wayne State University College’of Engineering, A Productivity
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measure rather than an efficiency measure. Purchase orders written
is a much less useful measure of the output of a procurement system
than is the flow of commodities to the using departments within a
govermment. For the latter, however, there is not an easlly countable
physical output. The efficiency measures in the literature are not
likely to present the key decision variables to county declsion-~makers.

Where purchasing productivity is meant to encompass more than
technological efficiency (l1.e., it is extended to include effectivenessa),
the concern of a decision-maker with a government-wide perspective
extends to the £inal outputs to citizens. Purchasing is important
because of the procurement system's effects on the activities of
the using departments. From such a perspective, the purchasing system
provides an intermediate output, which techmnically should not be a
part of a productivity measurement. Rather than treating the procure-
ment system as a separate entity and discussing its '"productivity,"
and instead of talking of purchasing "efficiency," the broader

term "purchasing performance' will be used here.

The Scope of the Literature
Two recent studies of the measurement of purchasing performance
involved extensive and comprehensive reviews of the literature. After
an examination of the literature, I am in agreement with thelr assess-

ments, and instead of reporting on the individual works in this area,

Measurement System for State and Local Government Purchasing and
Materials Management Services, 2 vols., prepared for the Natiomal
Science Foundation, Research Applied to the National Needs, Grant
Number APR75-20542, p. 3-54.) As more complex formulas are used to
try to get around some of these difficulties, the understandability
goes down, with underlying assumptions and weights more difficult to
identify.
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studies are relied upon as reporting the state~of-the-art

in this area. These two works are:

1.

Robert M. Monczka, Philip L. Carter, and John H. Hoagland,
Purchasing Performance: Measurement and Control (East

Lansing: Division of Research, Graduate School of Business
Administration, Michigan State University, 1979). This was a
comprehensive study of performance measures belng used in
industry and in government at the federal level. Here-
after this will be referred to as the MSU study.

Mayvor's Office, City of Detroit Productivity Management
Improvement Division, and Wayne State University College of
Engineering, A Productivity Measurement System for State
and Local Government Purchasing and Materials Management

Services, 2 vols., prepared for the Natiomal Science Founda-

tion, Research Applied to the National Needs, Grant Number
APR75-20542, This study identified the state-of-the-art
in purchasing performance measurement through a literature
search, case studies of selected local governments, and a
nationwide survey of government purchasing departments. 1
Hereafter this will be referred to as the Detroit study.

The MSU study summed up the literature as follows:

L] Ll -

there have been various publications on the topic, but these

have been limited somewhat in scope and in depth of analysis.

These
1.

2.

3.

4.

publications can be classified into four major types:
conceptualizations about why purchasing performance should
be measured and general suggestions for doing so,
descriptions of how one company measures purchasing
performance along a selected dimension,
research directly or indirectly related to purchasing
performance but having limited usefulness for developing
performance measurement systems, and
research directly related to purchasing performance, but
having limited generality due to research sample and/or
analysis.

Overall, a comprehensive review of the purchasing productivity

and performance literature turned up little substantive work.

Even less literature is available which provides detailed infor-
mation about the existence and use of specific purchasing per-
formance measures in differing purchasing environments. This lack
of prior work was one of the reasons a state-of-the~art survey

of leading firms was used in this project reported here.l

1

This is an example of the orientation of the majority of the
literature; it is written on the basis of conditions in large units of
government. Tor example, the natiomwide survey in this study covered
counties only of at least 50,000 population.
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In summing up the literature, the Detroit study found:

The observable output (e.g., volume of paper processed), which is
often used to evaluate performance, usually does not reflect the
efficiency of the work or the quality of the final output. Most
authors tended to accept this point of view for purchasing and
materials management. In fact, some felt that the outputs of
purchasing and materials management were toonebulous that measure-
ment was impractical, if not impossible. Others felt that it was
measurable, but in a limited fashion and they presented a wide
range of philosophies on how to resolve this measurement problem.
They ranged from the purely suhjective to the purely objective and
encompass a wilde range of mixtures.

The Detroit study found the following range of suggested approaches
to performance measurement in the literature:2
1. An audit-type approach, checking for the availability of and
use of 1ldentified procedures, policles, and practices deemed

necessary for effective performance

2. Goals and objectives are established and progress towards
achieving them are measured within an organization

3. An examination of final outputs of the organization to see
if the purchasing system is having the "correct' effect on
operations

4. A breakdown of the purchasing system into activities, with
assigned standard times or dollar values so that actual
performance can be compared against chosen standards

5. Examining the purchasing system for bottlenecks in work flows
(i.e., the purchasing system viewed as simply as processor)

6. A comparison is made of the purchasing system to itself over
time, such as in prices paid, or in standard work or
efficiency measures

Difficulties arise in the application of these approaches because
performance standards for purchasing do not exist in a generally

accepted form. Most authors recognize that these approaches do not

represent the total performance of a purchasing and materials

1Detroit study, p. 3-50.

ZIbid-’ p. 3_510
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management operation, and that there are no absolute standards against
which to measure. In the literature, there is also recognition that
not all performance dimensions can be quantified. Qualitative tech-
niques suggested include performance audits (such as of "good
practices"), the survey of perceptions of the using departments, and
vendor ratings of purchasing system performance.l
Despite the large number of suggested performance measures, the

literature 1is limited in that the vast majority of the measures
presented are designed for internal use: the entity compares its
present performance with its past performance on a measure or against
some arbitrarily chosen standard. There is a particular tarpget
audience: the individual organization that wishes to measure its own
performance without specific outside reference. In general, the per-
formance measures and techniques developed in the literature are also
for use where purchasing is already centralized to a high degree.
(For example, the Detroit study system of purchasing productivity
measurement was designed from the start to be used in centralized
purchasing operations, because of the emphasis on centralization
found in the literature.) This is not the case for most county
governments, The Detrolt study notes:

The fact that purchasing and materials management is mnot

centralized presents a problem in that the data necessary to

evaluate the various activities is scattered throughout the
organization and is difficult to collect. Because there is no

lThe Detrolt study, for example, developed a purchasing pro—-
ductivity measurement system that contained 100 quantitative measures,
perception questions for using departments and vendors, and a set of
performance audit questions.
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common organizational structure for govermment purchasing and

materials management, developing a general measurement system

will be difficult.
These kinds of data difficulties limit the types of measures that can
be practically used in comparing government purchasing systems. The
literature itself does not contain comparisons between purchasing
systems or between alternative organizations of the purchasing function
within units of government.

In both of the above recent studles, the emphasis was on
measures for internal use. In the case of the MSU study, the
approach was intended, for it was a survey of measurement techniques
currently being used. The goal of the Detroilt study was to develop
a system of measurement for various performance dimensions that could
be used within a unit of government; it contains few measures that
are appropriate for making comparisons between governments and alter-
native purchasing systemz, The general position of the literatura
is summed up by the Detroit study:

Accoxrding to several authors the best way to utilize available

quantitative indicators/measures is by comparing one section or

organizational unit with itself over a period of time. All the

measures should be plotted over a time period. Trends in

particular performance areas can then be observed. Monthly

figures and weekly averages can be used to avoid problems over

a longer term. . . . Comparisons between two or more Purchasing

and Materials Management Systems should not be made because of

the many differences within the organizational structures.
Referring to comparison to other governments of similar size, the study

states:

Caution must be used when using this method. Differences in the
environment and organization of purchasing and materials

1Detroit study, p. 3-14.

2Ibido » p. 3-64-
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management beyond management's control may affect performance.

Pifferences should be used as thought provokers or indicators
of areas for further examination.

The Detroit study takes the position that there are few, if any,
measures that are legitimate for making comparisons between units of
government.

While some measures might appear to be potentially useful in
making intergovernmental comparisons (recognizing that nome would
present a complete picture of procurement system performance), in
actual application, each has important limitations. The following
section considers some specific measurement types and the difficul-

ties in thelr use.

Measures of Performance

Data Limitations

The record keePing systems of county governments are an lmportant
limiting factor in measuring procurement performance, In larger
units of government, the purchasing operation can generate large
amounts of data, but not necessarily of the type required or in a
form usable for judging system effectiveness. In smaller units of
government, the data may not even be availlable in any form.

The Detroit study, covering larger units of govermment than
considered in this research, found that the data base in most units was
inadequate for a full-scale performance measurement system. While all
of the Detroit study case study sites had some type of records and
data program, most of them were manually processed and incomplete.

In the Detroit study survey of 693 counties (population of 50,000 or

lbid., p. 5-15.
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over}, most of the counties could not respond to the quantitative
questions about their operations, indicating a lack of sophistication
both in purchasing processes and in record keeping, even for some
very large units of government. The extent and quality of records
in smaller counties is generally poor, placing severe limits on the
measurement of performance. Examples of data availability difficul-
ties for specific measurement types are included in the following
discussions.
Difficulties in the Use and Interpretation
of Performance Measures

The Detroit study grouped purchasing performance measures into
seven categories: (1) quality of output, {(2) savings or cost reductions,
(3) audit of good practices, (4) feedback questionnaires from users
and vendors, (5) timeliness of purchasing, (6) efficiency of activities,
‘and (7) comparison of prices regionally together with specifications
and quality. Each of these categories contain conceptual, compara-
bility, or data difficulties that prevent their application in the

county governments considered in this research.

Quality of Qutput

Ideally, this is the ultimate concern. For example, in trying
to obtain optimum value per dollar expended, it would be desirable to
examine the effects of the purchasing system operation not just on the
using departments, but all the way to the final outputs to the public.
This area, however, represents extreme conceptual and measurement
difficulties, especially with the possible multitude of govermment
outputs and impacts. Without extensive study, it would be difficult

just to didentify operational impacts on the using departments
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themselves: din the Detroit study case, it was found that the using
departments were simply unable to attach any figure to the effects of
the purchasing system and its failure to perform on either department
operations (such as might be indicated by department labor downtime
due to lack of materials) or on final outputs. (The effects of
failures to perform are more likely hiddem within the prices-paid
dimension insofar as the actions taken by departments to avoid using

central purchasing result in higher prices being paid for commodities.)

Savings or Cost Reductions

The MSU study lists two basic kinds of cost savings measures:
(1) cost reduction - when the purchase price paid waé less than the
last purchase price paid, and (2) cost avoidance - the difference
between the price paid and a higher price that might have been paid.
The basic problem is one of deciding what to measure prices-paild
against: i.e., when is a savings or a cost avoldance legitimate? The
MSU study found this a common problem where these types of measures have
been used: d1n almost all of the organizations visited, the wvalidity
of claimed cost reductions was an important issue. Past the conceptual
problems, data availability would limit the use of such measures.
For example, the Detroit study did not consider this type of measure

~ because Detroit had not been collecting the necessary data over time.

Audit of Good Practices

Under this appreocach to performance measurement, the researcher
uses a checklist to examine an operation for the existence of particular
policies, procedures, and practices that have been deemed necessary for

aeffective and efficient operations. It is usually assumed that if
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particular tools are avallable, they are used and used well, and there-
fore the procurement system must also be performing well; Sometimes
a deeper examination is suggested to see how the tools are actually
being used. One limitation of thils approach is in the checklists
being used: '"good practices' audit formats are organized around
the centralized purchasing system prescribed in the literature as the
"optimal solution."” 1In general, many if not most of these activities
suggested as necessary for "optimal'' purchasing are either minimally
implemented or not used at all. This makes the available conceptual
models of purchasing systems, and the performance audits based on them,
inappropriate for smaller county governments. County government pro-
curement policies and procedures, even where centralized departments
exist, are not sophisticated except in some of the wvery largest counties.
In designing performance audits for application to local governments,
the tendency 1s to assume too much organizational complexity and
operational sophistication on the part of purchasers. In replying
to a survey of purchasing practices, the manager of a small city stated:
Local purchasing has a long way to go. . . from the nature of the
survey questions, you have assumed that the purchasing process 1s
a lot more sophisticated than it is. We do not have the time nor
the money to do the things you question us about.
In such performance audit questliomnaires, alﬁost all of the questions

" will have negative answers. Available audit

starting "Do you. . .
checklists might be considered a source of hypotheses regarding differ-
ences in performance, but this research starts with looking at the

relationships between the important actors within county government as

1‘Kew..?:l.'n Brunner and Eric DeLong, "1978 Michigan State Small City
Purchasing Practices Survey," November 1978, p. 19. (Typewritten)
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the underlying source of performance differences. The ability of any
actor to carry out an activity listed on an audit checklist, or the
"quality" of that activity performed, will in large part be conditioned
by those relationships. Audits of this type are of little usefulness
in making comparisons between units of government, particularly where
there is no objective way of differentiating between levels of quality

in performing particular activities.

Feedback Questfonnaires from Users and Vendors

It is well recognized that such perception surveys are of
questionable reliability. For example, when user departments are
surveyed, it is never certain whether the responses reflect actual
performance, image, or a particular recent disagreement over policies
and procedures.1 Comparisons between governments cannot be made on
this basis. Surveys of vendors offer a different type of opportunity
in that they often have experience with many different types of pur-
chasing systems and are viewing them from the "outside.' Reliability
will still be low. The surveyed vendors will have been eiposed to
different people and systems pefforming particular purchasing activ-

ities. Vendors' relationships to particular units may prevent candid

1'I‘he area of timeliness is the source of most using department
complaints about centralized purchasing units. Difficulties in the
interpretation of perceptions arise, for example, where timeliness
performance stems from the department's improper use of purchasing
procedures. The Detroit study found 100% of the departments in the City
of Detroit had complaints about timeliness. "As long as they got what
they wanted when they wanted it, they were happy. If they did not get
what they wanted when they wanted it, they blamed central purchasing,
even 1f purchasing was not responsible and labeled. them ineffective."
(p. 3-67) While the results of surveys of using departments cannot be
validly used for making comparisons between govermments, they may give
important Insights into the trading and decision-making processes
occuring within a government,
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responses. It would Involve comparisons of perceptions ratings

against one another: there are no absolute scores.

Timeliness of Purchasing

Timeliness of purchasing refers to the timeliness of the pro-
curement operation in providing the needed materials to the using
departments and thus to the service goal of a procurement system. The
difficulties in the use of perception surveys to examine the service
goal of a government procurement system were examined above. The
timeliness measures suggested in the literature are primarily meant
to be applied to an established centralized purchasing unit and are not
intended to be used in making compafiéons between government units.

For example, the Detroit study suggests measuring the average time to
process an initial requisition received by the purchasing department to
the issuance of a purchase order, broken down by varicus dollar classes
of purchases. The MSU study labels this Purchasing Administrative
Lead Time (PALT) and lists it as an efficiency measure. Such a

measure is meaningless in making comparisons with a system of depart-
mental purchasing. Even where only centralized purchasing systems are
involved, results of research on the timeliness dimension would have to
be Iinterpreted with care: the MSU study notes that in very small
purchasing operations, such as found in most county governmments, PALT
would be more a direct function of the get-up-and-go of the purchasing
agent than an indication of organizational superiority.

The literature suggests that the primary tradecff involved is
between timeliness and prices-pald performance. With a centralization
of purchasing responsibility and authority, over a group of commoditiles

it would be expected that the interval between when a department
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initiates the procurement process to when the items are received would
increase, with that increase resulting from execution of activities
that lead to improved price performance., There would suppogedly be
a decrease in purchases made locally on the basis of convenience. To
offset this to a degree there may be increased costs in working through
a purchasing agent as a middleman rather than working directly with a
vendor. Trying to determine the tradeoffs being made between timeli-
ness and price is complicated by additional factors. First, inven-
tories of commonly used jitems would mean a deerease in the time
necessary for a department to receive a needed item, although the costs
of an inventory must be considered against price advantages gained
elsewhere. (In a period of high inflation, the increase in the nominal
value of Inventory stock must be included. In some organizations,
leakage from inventory may be an important factor.) In addition, there
are typically many hidden inveﬁtories within departments that would be
difficult to include. As mentioned earlier, counties generally have no
data concerning the operation of their inventories over time. Second,
achieving better prices does not necessarily mean not purchasing locally.
Local vendors typically offer a token ten percent discount from retail
to county governments; given a purchasing agent seeking lower prices
from vendors out of the area, local vendors have room to become more .
competitive, retaining previous timeliness performance of convenience
buying by departments.

Timeliness also depends upon the actions of the individual depart-
ments. The time interval required from the initlation of the purchasing
process to receipt of a commodity lacks meaning without knowing the need

dates. Where timeliness means obtaining a product by a designated need
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date, a change in procurement organizational form may require a change
in the planning practices of the departments so that they will initiate
the purchasing process with sufficient lead time. Performance will
also be affected by factors outside of county government control; e.g.,
the time performance of vendors and carriers. Thus in addition to the
general data difficulties, the timeliness of procurement is affected
by too many factors to be useful in making direct comparisons between

purchasing organizational alternatives.

Efficiency of Activities

The majority of the efficiency measures found in the literature
are of little use in making meaningful comparisons between units of
gnvernmenﬁ. As considered earlier, the available measures under this
heading generally contain a limited selection of input and output
categories, intended for internmal monitoring over time. These input/
output categories generally do not reflect purchasing performance in a
manner that represents key variables to decision-makers. The MSU study
ﬁotes that efficiency measures do not relate to cost, quality, or
delivery lead time dimensions of performance. The basic problem is
seen as the development of standards, especially where the mix of work
complexity 1s changing.

Because of changing internal and external purchasing environments,
performance standards should not be absolute for good and/or poor
performance, but should be somewhat flexible. Emphasis should be

placed on the trends of performince, rather than on comparisons
between individuals and groups.

1MSU study, p. 168. In general, standards of performance are
lacking. The Detroit study notes: ''One exception to this lack of an
objective standard is the City of Philadelphia, where work standards
have been established for central purchasing and its various organi-
zational units, as well as other departments. The standards were
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A particular type of efficiency measure relating to the total cost
of the procurement functionm at first presented some pogsibility as the
basis for making meaningful comparisons between governments. Ideally,
the total cost of the purchasing system would be measured. Total system
costs would have to encompass 'the total system for supplying materials
which would include central purchasing and warehousing, user procurement
and warehousing, user operations, vendors, and all activities that are
related to the materials management cycle."l Total costs of providing
materials would include acquisition costs, material prices, delivery
costs, warehousing and distribution costs, maintenance and operating
costs, and disposal costs.2 Even for large units of government, the
data base is not available for making such calculations. Other less
comprehensive measures have been suggested. For example, as an indi-
cation of the use of resources devoted to the procurement function, a
measure "Total Cost to Purchase a Dollar of Goods" could be used. This
would be calculated as:

~ Operating Cost of Central and User Purchasing Activities
Value of All Purchases

established by an outside consulting group, but to date they have not
been used. The Commissioner of Purchasing felt that the political
benefits of work measurement reporting did not warrant the effort
required to collect the data. Furthermore, there was concern that the
measures could be misinterpreted."” (p. 3-69)

lDetruit study, p. 3-28.

2Total system measurement is full of conceptual difficulties such
as are found in life-cycle costing. Beyond this, local government
record keeping rarely allows even for gross estimations. For example,
in the counties I have visited, few know even the approximate value of
the inventory of supplies on hand, much less the turnover rate, the
value of the space used for storage, number of trips made to or from
outlying offices for deliveries or pickups, or the costs of those trips.
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The resources devoted to purchasing are primarily manpower, so labor
cost could be assumed to be a sufficient estimate of opératipg costs.1
Field testing of this measure, however, revealed serious data diffi-
culties. The decentralized nature of many activities, even where
county purchasing is nominally "centralized," means that many people
are involved, but only for a minimal portion of their work time.2
Patterns of involvement in purchasing for any individual also tend teo
be irregular, with certain periods of the year having much heavier loads
than others. Most individuals simply could not or would not indicate
time spent in procurement activities, whether on a daily, weekly,
monthly, or yearly basis. Obtaining good data for this measure would
require intensive time-use studies. The irregular nature of time spent
in procurement activities (and differing patterns for different depart-
ments) could require a study covering the entire budget cycle.

In addition to the data availability'problems, there is also a
conceptual difficulty in the interpretation of this type of measure.
Used by itself, it has no value in making comparisons between units of

government; e.g., used as an efficiency measure, paying "excessive"

prices would make an operation appear to be very "efficient."

linsofar as data for overhead would likely be lacking in forms
that could be made comparable, leaving out figures for overhead (supplies,
equipment, and space) would mean total cost would be underestimated.
Studies trying to include all these components, such as the Detroit
study, found it extremely time-consuming, with the final figures
containing many guesses.

2While the departments may be purchasing "poorly" (such as in the
prices-paid dimension), at least they may be spending very little time
in achieving that level of performance. For example, a county clerk
in one of the study counties spends almost no time at purchasing, either
in planning or execution; when an item i1s needed, a quick phone call to
a local vendor constitutes all the purchasing work up to the receipt
of an invoice.
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Interpreting this measure would require some measure of prices—paid
performance, the topic of the nekt section. In turn, prices-paid
performance has little value 1n making comparisons without same
indication of how much it cost to achieve a given level of parformance.
If either of these two types of measures is absent, the other loses
much of its meaning. The next section will consider the difficulties

in the use and interpretation of measures of price performance.

Prices-Paid Cowparisons

With the many potential blocks to change within county govern-
ments, it is not enough teo talk about the theoretical advantages of

some type of change in the procurement system.

As a political consideration, it seems to be exceedingly difficult

to support moves to take away buying responsibility from decen-

tralized purchasing operations unless it can be demonstrated that

there can be significant cost savings.
There is a threshold involved: there may be savings possible, but they
may have to be quite substantial to overcome the many political barriers
to change in county government. If the purchasing system can be set up
in such a way as to eliminate some of the political opposition, the
threshold where change can take place may be lowered.

Ideally, the measurement of performance in relation to the goal

of obtaining the optimum value per dollar expended would inwvolve a
total-cost~of—-procurement measure which would encompass not only prices

pald, but also the costs involved in purchasing processes, ownership,

operation, Inventory, distribution, and disposal.2 Given the

1Corey, p. 97.

2This would call for a complex aggregation of life-cycle costs for
all commodities purchased. The greatest pressure for the use of
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conceptual difficulties in life-cycle costing, the multitude of
.commodities purchased, and the general lack of relevant record keeping
and data availability in smaller units of government, the related
data most likely to be found in a form that can be made comparable to
other county governments will be of prices-pald and quantities
obtained. Where most smaller government purchasing systems are now
essentially decentralized into the departments, this type of information
may be the most important to decision making by a board of county
commissioners about changes in a procurement system. There are, however,
several important limitations on the interpretation of prices-paid
results; the prices-paid dimension cannot be interpreted as a total
measure of procurement system performance. It is strictly buying-
oriented; there is no 1link to the final outputs provided to citizens
by governments. The assumption is that the actual output to, or impacts
on, the public remain unchanged in quantity and quality. The concern is
with buying the same materials for fewer dollars. How the savings are
to be distributed is not considered. There is also no consideration of

the "quality" of the goods or services purchased. (In the purchasing

life-cycle costing has been at the federal level, Despite its concep-
tual basis, the experience at the federal level suggests it is inappro-
priate for most practical use at the local level. Life cycle cost is
extremely difficult and costly to measure (with special problems in
determining optimal maintenance and capital replacement, which limits
the use of the concept to particular types of commodities), especially
with constantly changing models and product characteristics. It is
unlikely that local units of government will spend the resources
necessary to do this kind of research, and secondary sources of data
are limited. Michael Timbers (Washington Management Group, Inc.)
suggests a better alternative is to spend that research money on research
into vendors (e.g., theilr capabilities, reliability, cost structures) so
that decisions about vendors will improve, resulting in longer run sav-—
ings greater than would result from the calculation of life-cycle costs.
Although life-cycle costing will come to be used in larger units of
government, most purchasing in smaller units are and will continue to be
made primarily on the basis of simple purchase price.
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sense, quality does not mean "good" or '“bad," but instead refers to
the suitability of the commodity purchased for its intended ﬁsé:) An
examination of prices-pald cannot consider how items are actually used;
it can only compare the prices paid for "similar" items. In addition
to these limitations, there are major conceptual and data problems
in making prices~pald comparisons between units of government;

Where purchasing authority and responsibility is fragmented within
a government, price and quantity data collection is cowplicated by having
the necessary data spread throughout the government. Because there is
no common organizational structure for county government purchasing,
exact data collection methods would have to vary for each county. In
no case will all the necessary data be available in a central location.
In most cases there 1s a central file, usually in the clerk's office,
containing invoices attached to copies of the warrants, but in many
cases this is insufficient alone for calculating annual volumes and
average unlt prices. The invoices are often not specific enough:
entries might simply be for "paper,'" or a term like "office supplies"
or "janitorial items," with no breakdown of specific items purchased.
If specific items are listed, only the total purchase amount may be
showm rather than individual prices. Even when purchasing from the same
vendor, different salesmen may write a different description of the same
item on different transactions. Sometimes an item number or other
catalog designation is used, sometimes not. It is impossible from such
records to accurately determine annual volume and average unit price
data. In many cases 1t would be necessary to interview the persons
actually doing the buying in each department to obtain even the basic

data. Where accurate records do not exist even In the individual
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departments, estimations by the purchasers would have to be relied
upon. Field testing indicated few Individuals in the departments could
recall details of pricing of specific or groups of purchases. The
general state of purchasing records (invoices and warrants) prevented
general use as accuracy checks.

Data difficulties extend past the collection of simple price and
quantity data. Comparability and interpretation are complicated by
the following factors:

1. Some particularly low prices could have been accidents
("windfalls') rather than results of the purchasing system
operations

2, The tendency of individual county departments to develop
"hidden" inventories can lead to either no purchase of what
would be considered a routine supply item during any study
period or to quantities purchased too divergent to be
comparablel

3. Prices lack meaning without an associated time period over
which a price applies

Basic data availability makes 1t extremely difficult in most cases to
accurately identify annual purchase quantity and average unit price.
Using a single date and the prices paid closest to that date is another

approach, but this presents other comparability difficulties. If the

lEven where there 1s central inventory in a government, service
difficulties, real or imagined, often lead departments to create their
own "hidden" inventories on location to prevent any potential shortage
problems. They are "hidden" in that they are out of the control of
central inventory authority, and only a few people may know of their
existence. They are also in most cases unplanned, with size generally
much larger than real need would indicate, even in the face of service
failures from central inventory. Total value across all departments
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purchase closest to that date was an emergency purchase or a f£ill-in
order for a minor unanticipated need, the price paid may be far from
the average unit price covering the annual purchase volume of that item.
Similarly, the volume purchased at a particular date at a particular
price may not be representative in that the price may be a reflection of
overall annual purchase volume from a vendor, even if there is no con-
tract. Where the pricing practices of vendors include such practices
as temporary discounts or loss-leaders to attract new business, the
meaning of a price at a certain date can also change. The time
period covered by contracts is another factor. Bloor, commenting on
a prices-paid survey of hospitals conducted by the U.S. General
Accounting Office, states,
Obviously, at the current pace of inflation, a hospital purchasing
under a contract signed one year ago will usually be paying less
than a hospital which is buying under a new contract signed last
month. Conversely, a hospital which enters today into a one-year
price-guaranteed contract may pay more on individual transactions
next week than one which places a single order, yet be making a
prudent decision for the longer run.

In addition to these basie data problems, there are also major
conceptual difficulties surrounding the comparability of commodities
for use in price surveys. When the purchasing process is viewed in
terms of buying centers, with participation in procurement decision

meking varying according to the type of purchase, the traditional

format of making price comparisons between units based on comparable

May be quite substantial. This also greatly complicates amny efforts
to estimate the value and total costs of inventory within a government.

1y.s. General Accounting Office, Hospitals in the Same Area Often
Pay Widely Different Prices for Comparable Supply Items, Report
HRD-80-35, January 21, 1980.
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commodities loses much of its meaning. This stems from difficulties
in determining '"comparability." The price of a commodity or service
has no meaning without an assoclated level of quality. At the ideal
level, for prices to be directly comparable, the quality must be iden-
tical. Once the move is made away from comparing the prices paid for
the same brand or item, any price study will be open to criticism in
that there will very rarely be complete agreement on the existence of
equal quality. For example, Robert J., Flanagan, Vice-President of the
American Hospital Association, offered the following criticism of the
hospital purchasing study by the U.S. General Accounting Office:
With regard to the audit of prices paid for the items on GAO's
listing, we note that GAO obtained prices for '"the same or
similar" or "the same or comparable" items. "Comparable'" or
"similar" supply items may have subtle fumctional differences which
may impact on the efficient delivery and quality of patient care.
These subtle functional differences often result in significantly
different prices that can be compared only after the value of the
functional differences has been analyzed. Since, to our knowledge,
GAO did not conduct a value analysis on each "comparable" or

"similar" product, we challenge the data for any Rrice comparison
made on other than the same or identical product.

1Ib:f.d., pp. 46-7. The members of the purchasing profession
generally dislike price surveys. For example, national purchasing
assoclations try to avoid any studies involving- prices-paid compar-
isons: the tendency in the interpretation of the results is to incor-
rectly conclude that higher prices were the result of a lack of skills
on the part of the purchasing agent, no matter what other important
variables were identified. The national organizations, composed of
these individual purchasing agents, want to avold any study which could
be misinterpreted to make any of their members look bad. The tendency
of individual purchasing agents to being less than willing to share
information on the prices they pay is also understandable. To some
extent, the fear that prices-pald performance results might be misin-
terpreted as being a total system performance measure is justified:
in general, government administrators, such as.the members of a board
of commissioners, do not understand the complexities involved in
purchasing. "At the case study sites several purchasing managers
reported how upper level managers and legislators took price comparisons
at face value and demanded to know why their govermments were not low.
When valid explanations were given, they were not accepted, but rather
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When price comparisons must be limited to identical items
(i.e., by brand, model number, etc.), the number of comparisons that
can be made across a number of governments would likely be small.
Expanding comparisons to "similar" or "comparable" items would increase
the number of price comparisons in the analysis, but the judgements
used in the cholce of items for inclusion will open the results to
the above criticisms.l In addition, the placement of limits on com-

parability has effects on the ability to generalize results: i.e., do

received as defensive rationalizations." (Detroit study, p. 4-93)

The Detroit study included a number of case study sites for exam-—
ination for the performance of particular types of activities and the
use of particular measurement procedures. These were all very large
units of government: the states of Michigan, Maryland, Texas, and
Louisiana; the county of Fairfax, Virginia; and the cities of Detroit,
Cincinnati, Philadelphia, and San Jose. Only a few had any programs
for conducting studies or evaluating price performance. (For example,
Louisiana did it on a one-time only project basis.) WNo site had an
objective procedure for using the results of a price survey. Price
survey results were considered a "soft" measure, with conclusions
subjectively drawn. (Detroit study, p. 3-74)

1The comparability of prices and commodities question extends
beyond the physical commodity itself. To receive an item combined with
the availability of special or emergency delivery services, equipment
servicing, aid in inventory management, or other services, 1s not to
receive the same thing as that item simply dropped on a loading dock.
These services may be reflected in the unit price of a commodity,
making prices not directly comparable. Such services may result in a
net reduction in overall operating costs, such as where a vendor main-
tailns on inventory rather than having a county facility. The services
provided by vendors and reflected in unit prices do not always reflect
wise decision making by the county in managing its purchasing and
inventory. One example results from the payment practices of countiles.
Commenting on the GAQ hospital study, Thomas Bloor, President of the
American Surgical Trade Association, states: 'At the current cost of
money, a hospital which routinely makes its suppliers wait 90 to 120
days for payment will usually not obtain the same price as the
hospital which customarily pays within 30 days." (U.S. General
Accounting Office, Hospitals, p. 53.)
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the price performance results based on “comparable'" items reflect the
price performance achieved on "non-comparable" items purchaséd by a
county government?

The more complex the jtem purchased (typewriters, copiers, trucks),
the more difficult it becomes to determine "equal quality.' These more
complex items have higher unit prices and in the aggregate in any given
year may represent a large percentage of non-personnel expenditures: a
given percentage decrease in unit price on these items may mean a larger
dollar savings for the county than the same percentage decrease In
prices on routine supply items. In criticizing price comparison research
on routine supply items, purchasers would say that they spend most of
their purchasing effort on cost—intensive, non-comparable items,
generating a level of price performance that could not be captured by
the type of price comparisons on identical items. There is a contra-
diction here: routine supply items are most directly comparable, but in
total may not present a large enough dollar amount to be representative
of total prices-paid performance. Complex items are more difficult to
compare on price and may not be common to many counties, vet may be more
representative in total of performance in relation to price.

In making comparisons between governments, to argue that price
performance on the commonly purchased, low dollar value items is repre-
sentative of the overall purchasing price performance of a county is to
assume that the same activities and techniques are involved in all types
of county buying; f.e., the decision processes will be the same, with
the same balance struck between conflicting objectives. In examining
the purchasing process in terms of buying centers, and particularly given

the nature of county government as considered earlier, it is obvious
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that this will not be the case: as the complexity and dollar wvalue

of a purchase grows, and as it comes closer to being a “new task"

type of purchase (as opposed to é "straight rebuy" or a "modified
rebuy"), the buying center can be expected to expand, with more and
more conflicting interests being involved. The nature of the decision
process will be changing, as will the weight given to price within
that process. Prices—-paid performance on the routinely purchased
items cannot be considered totally representative of overall prices-—

pald performance.

Conclusions

The absence of a method of empirically examining overall
procurement system performance and the lack of measures that are
appropriate for making intergovernmental comparisons leads to the
use of an indirect appreoach to comparing procurement system alter-
natives, structured around the concept of the buying center, This
approach is described in detail in the following chapter on

study methodology.



CHAPTER VII
STUDY METHODOLOGY

Introduction

This 1s an exploratory study examining the relationships between
the structural variables of county government organization and the
performaﬁce outcomes of group decisions of buying centers. Selected
county governments are used In a comparative study. The comparative
study approach is well accepted within the social sciences; where for
a variety of reasons the use of controlled experimental settings is
impossible, this approach has been relied upon to produce variations in
the conditions under which human behavior takes place. Comparative
studies can encompass a wide variety of methodological strategies,
from simple description to rigorous tests of hypotheses. The state of
knowledge about the variables and the relationships involved will not
support an explanatory study. A deécriptive methodology is used: no
definitive work covers the area, and further description and under-
standing is needed. Description is the logical first step in any
science and must come before prediction and explanation.

Despite their extensive use in the social sciences and ali that
has been written about the value of comparative studles, no rigorous
comparative methodology has‘developed. This does not mean, however, that
data cannot be systematically hgndled in a comparative study that is
essentially descriptive. Standard approachs and models from the

discipline of economics, however, are too narrow to effectively examine

127
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the complexity of the purchasing process and to gufde the collectionm,
organization, and anélysis of data. Such models generally emphasize
least cost solutions, either through minimizing prices within a simple
model, or making it more comple# by bringing in additional costs asso-
ciated with the purchase, use, and disposal of an item. Within economic
models found in the procurément literature the purchasing pfscess is
seen as rational ecomomic choice, with interactions within an organi-
zation being of little importance in the decision process. As earlier
discussion indicated, however, it 1s necessary to bring in behavioral
content to understand the purchas#ng process within county government.
This 18 accomplished here through the use of the concept of the buying
center, with data organized into representations of buying center
participation.

The structural variables are represented by the alternative
purchasing function forms that counties may adopt. The concern is
with whether such variables as formalization and centralization can
explain the degree to which decision-making processes are shaped by
specified rules and procedures and what roles particular actors are able
to play in decision making for different types of purchases. How do
the structural variables affect the formation of buying centers and
the interpersonal relationships within them? Do the formal organiza-
tional alternatives represent actual changes in the content of oppor—
tunity sets? 1In the abgence of quantitative methods appropriate for
comparing the purchasing performance of different governmental units,
an indirect method is used in e#amining purchasing performance. Given
the identified conflicting interests of the actors within county govern-

ment, participation in or control of particular categories of purchasing
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decisfons is assumed to lead to particular performance outcomes.

The Study Counties

For an exploratory study, units are selected for observation on
a purposive basis. The following discussion indicates the criteria and
choice processes used in the selection of the study countiea; Initial
screening is by size of county and purchasing load, with further eri-
teria based on variables thought to be linked to the "missing"

varlables of the conceptual framework.

Size of Countiles

The largest (in terms of population and county government budget
size) and generally most urbanized counties, it is asserted, have
responded to the circumstances of large size through the use of more
centralized management techniques and procedures. A different general
attitude towards the use of sophisticated administrative forms and
specialization may exist. It is assumed that although the same basic
underlying relationships between the important actors exist, the cir-
cumstances of the situation may allow the successful use of purchasing
systems that come much closer to the prescriptions of the literature.
There will still be a buying center, in that there will still be more
than one individual participating in many procurement decisions, but
there are more externally given rules governing participation and
trading (e.g., written procurement policies and extensive purchasing
procedures manuals), and much (but not all) of the overall procurement
system becomes removed from the realm of bargaining. For small and
medium size county governments, the relationships between the actors

are not likely to be overshadowed by such circumstances; the
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interpersonal relationships covering the procurement area (l.e., the
emphasis on persuasion, bargaining, and trading) will be similar for all
these counties. The largest counties of the state are thus not seen
as part of the targe? population and will not be considered in this
study.l
The smaller counties, although considered part of the target
population because of the basic nature of the relationships between
the important actors, are not suitable for observation and comparison
due to a number of factors:
1. The smaller counties generally have poorer systems of record
keeping, making it difficult to trace the steps and
decision points in particular purchases.
2. General recall difficulties among the participants require
restricting the study to recent purchasing actlons, examining
in most cases purchases made in the current and in the 1980

county fiscal years. This was a period of general fiscal

1See earlier discussion in Chapter II1I. The testing of this asser-
tion would be an area for separate study. That the underlying relation-
ships still continue to affect procurement even in the largest county
governments is shown by examples of "politically sensitive" purchases.
Identification of this type of purchase is based on how important an
output is and how closely it is associated with a particular elected
official. The primary example of a politically sensitive purchase i=s
elections materials. These generally represent large expenditures for
supplies and printing even in small counties and may present opportun-
ities for savings through careful procurement activities. Because the
quality of elections materials are felt by the county clerk to be closely
associated with that office by the public, the clerk is generally
unwilling to give up any purchasing control over these materials and
will fight strongly to prevent such loss. For example, in St., Clair
County, where there is a purchasing agent. under the board of auditors,
although the board of auditors is given explicit responsibility for
purchasing elections materials by statute, they make no effort to play
any part in their purchase; it is left entirely in the hands of the
clerk. Other examples of politically sensitive materials are any
printed materials on which elected officials' names will go, such as
letterheads, envelopes, and other stationery.
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problems for county governments, particularly the amaller
units. Eﬁamination of participation in procurement decision
making requires a large variety of purchases, from small
repetitive routine purchases to large dollar value non-—
repetitive buys. Many smaller governments have tried to
postpone all purchases of new or replacement equipment until
the next or following fiscal years., This means there could
be few (or no) large dollar purchases for eiamination in
these smaller-counties.l

3. Fewer alternatives for procurement function organization are
found in actual use among the smaller counties, with most
operating under the traditional format of departmentally
decentralized purchasing. Where an administrator or control-
ler position is used, in almost all cases only limited pur-
chasing responsibility is assigned to that position, such as

the purchase of a limited selection of office supplies.

Purchasing Lead
To make meaningful comparisons requires restricting the study

to counties facing a similar overall purchasing task. For the purposes

1The decision to postpone purchases could also be said to come
from a buying center, but for the purposes of this study it falls irnto
the budgeting process rather than the procurement process. The latter
could be said to start when a department initiates the buying process
for an item already approved within a budget. There is still some over-
lap here, for on large purchases the department's first step may be
through a committee of the board of commissioners to get final permission
to purchase; i.e., the county budget documents represent tentative
authority for the departments to spend. At that point the decision could
be made to postpone or to never make a particular purchase. That,
however, is a different type of decision than one about postponing
all large purchases. (Budget cutback decisional processes may be
quite different from those where there is an expanding budget. Inter-
pretation of the results of this study should be made in light of the
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here, budget slze is assumed to be an adequate reflection of the
purchasing load of each county; i.e;, for counties of similar budget
size, the "task" to be accomplished and the size of the purchasing
activities are similar. County General Fund expenditure figures for
the 1977 through 1979 fiscal years (the calendar year for counties)
compiled by the Michigan Department of Treasury will be used here.l
The three year period 1s used so that unusual and large e#penditures
in any one year (such as might be mandated by the courts or available
through a special grant) would not mask the overall similarity of
particular counties. The study counties will be selected from the set
of counties having budgets during this period ranging from three

million to six million dollars. (With Michigan's eighty-three counties

ranked according to general fund expenditures, this covers the range in

possible effects that overall budget decision-making processes may
have on procurement decision-making processes.

lThere is no regularly printed source gilving general fund expen—
ditures or similar types of financial data for all counties. Unlike
cities, counties are not required to submit yearly audited reports to
the state's Treasury Department. The data used here is based on
questionnaires sent to the county governments by the Treasury Depart-
ment. The latest data available covering counties is for 1979. (The
reporting period for the questionnaires is based on the state fiscal
year, with the form sent to local govermments in August. Thus where
other units were reporting for their FY 1979-1980, counties were
reporting for their 1979 fiscal year. For the questionnaires sent out
in August, 1981, the counties will be replying based on their 1980
fiscal year; the compiled data for 1980 will probably not be available
for twelve months.) Additional breakdowns of expenditures were made
in the Treasury Department data (for expenditures from other county
funds) which could allow a better estimation of the actual purchasing
loads of particular counties, but examination of the data showed incom-—
plete reporting, inconsistencies, and double counting In some entries.
I have chosen to rely on the general fund expenditures figures (and the
available breakdowns) as one where counties are reporting comparable
figures that will adequately represent purchasing loads.- The earliest
data available is for 1977. The general fund expenditures figures are
broken down into thirty-eight possible categories, allowing some analysis
of changes in total expenditure levels.
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rank from fifteen to thirty.) This budget range is chosen based on
the following:

1. The range of procurement function alternatives contained
in this group of counties.

2. The counties contained in this set all fall below the stan-
dards suggested in the literature as to where purchasing
becomes a "full-time professional job." (I.e., these
standards are used as a very rough indicator of where
counties become "large.")l

3. John West, Purchasing Agent for Genessee County and Presi-
dent of the Michigan Public Purchasing Officers Association,
indicates that the workload for a purchasing agent within this
range would be approximately the same for all counties in that
a similar set of and total number of commodities purchased
would be involved, meaning no change in effort required for
market and vendor research and other purchasing activities.
Where counties are purchasing individually, the range of
volumes of each commodity purchased would also be unlikely to

push through any major volume purchasing savings threshold.

lThe Jiterature contains some very broad guldelines as to where
centralized professional purchasing departments should be utilized.
Hardwick states: 'One guideline which has been developed by general
purchasing studies indicates that from 1/2 to 3 percent of the dollar
volume of annual purchases should be allocated to specialized purchas-
ing activities." (p. 8) The latter meant salaries and direct expenses.
Another source sets a rough rule of thumb that annual purchases of a
half-million dollars {(1970) constitutes a full time purchasing job.
(Heinritz and Farrell, p. 7.) Another source found that the average
state purchasing department's operating costs were between 1/2 and 1
percent of purchases. -(National Association of State Purchasing
Officials, Principles and Best Practices, p. 2.)
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Choice Criteria
In choosing among the observation candidates within an e#plora—
tory study population, a known variable which has contrasting values
among the target population and is thought to be causally linked to

the "missing" variables is used. In this case, the criterion is simply

the organizational form of the procurement function. The incompletely

specified variables in the conceptual framework, grouped under '“trading
processes' and "board strength," indicate differences in the distribu-
tion of power within a county. The alternatives for the procurement
function organization nominally represent differences in the abllity to
command and in the distribution of trading resources. The study
counties are chosen on the basis of the organizational form of their
procurement function, combined with the subjective judgement of the
researcher as to thelr representativeness and the expert  judgement of

Dr. Alvin House, who has an Intimate knowledge of the target

population.

The following county governments have been chosen for obser-
vation:

1. Lapeer County: This county handles purchasing in the traditiomal
small county way. There are no written purchasing policies or
specified procedures, and the procurement decisions are made almost
entirely within the individual departments.

2. Van Buren County: This purchasing system is unique among Michigan
counties in using a Purchasing Committee, composed of three members
of the Board of Commissioners. This committee not only has nominal
oversight authority for county purchasing under the general fund

but also participates directly in the mechanics of making purchases.
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Lenawee County: Through an administrative reorganization of the
government in 1980, this county offers two examples of the nominal
centralization of purchasing responsibility. The execution of
the same central purchasing policy was first assigned to the
Printing Department Supervisor and then to a County Administrator
employed by the Board of Commissioners.
Clinton County: This county offers two very different imple-~
mentations of essentially the same county purchasing policy, with
responsibility assigned to a hired County Administrator.

Investigation of the County Government
Buying Centers

General Methodological Approach

Webster and Wind originated the concept of the buying center,

defining it as comprised of all those members of the organization who

interact during the buying decislon process. Specific roles were

defined within the buying center. (See pp. 25-26.) The buying center

model was formulated to gain increased predictive power of the pur-

chasing patterns of an organization; it was developed from a marketing

orientation, trying to understand how purchasing decisions are made in

order to be better able to influence them from outside the organization.

This concept was very different from the usual marketing analysis

approach, which Bonoma, Bagozzi, and Zaltman describe as follows:

Those readers familiar with the general strategy of reductionism
will recognize that the basic paradigm under consideration by
current marketing analysts 1s one in which the analytidal’
problems assoclated with marketing behavior are initially blasted
into small parts (the consumer, the manager, the rack jobber, the
distribution channel), following which a causal analysis of the
behavior of each of the parts is attempted. Thus the behavior of
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single buyers or organizations is considered a direct and

usually linear function of the imposition of certain stimuli

from the environment.l
The buying center model represented a major comceptual advance over
earlier approaches as it recognized that attention must be given to
all persons involved in the purchasing decision process, with a major
emphasis on their interactions. The concern is not just with predicting
buyer behavior, but with the "behavior'" of a complex purchasing process
within an organization. The concept was developed around the base of
a centralized purchasing department within a business enterprise;
Webster and Wind's framework, however, is meant to cover all purchasing
gituations, not just industrial buying; the fundamental processes are
seen as similar in all organizational settings, from the private pro-
ducing enterprise to the government entity. Since its purpose was
to draw attention to the influence on procurement decisions that actors
outside the purchasing department have, it is equally applicable to
predominantly decentralized purchasing systems where for many purchases
there may be cross-departmental involvement. Although this framework
is useful in analyzing a wide variety of organizations because of the
similar decision-making processes that are involved, the discussion of
the earlier chapters contends that these similarities do not necessarily
mean that similar prescriptions can be made for purchasing in all
organizations.

It has been acknowledged in the Iliterature that the purchasing

process 13 best viewed as a dynamic interaction between a number of

lThomas v. Bonoma, Richard Bagozzi, and Gerald Zaltman, "The
Dyadic Paradigm with Specific Application Toward Industrial Market-
ing," in Bonoma and Zaltman, eds., pp. 50-51.
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organizational members, but there has been very little research
using the buying center as part of a conceptual framework. Diffi-
culties in conducting even descriptive work has meant almost no
empirical studies. The research status of the concept 1s seen
within a summary of the transcripts of a workshop of organizational
buying behavior sponsored by the American Marketing Association and
the University of Pittsburgh Graduate School of Business:
In short, we do not know at this time how buying centers are
composed, who tends to participate in them, nor how decisions
are made by the participating individuals. Though the concept of
the buying center is a necessary and extremely fruitful inneovation,
it is nonetheless one that needs to be moved from its purely
theoretical status to one which can be actively utilized by the
management scientist and the practicing manager alike. . . . The
general feeling, endorsed by all workshop participants, was that
the buying center was a "messy animal,” one which may necessitate
radically different methodologies for meaningful empirical
study.l
The major difficulty in the use of the concept of the buyling center
appears to be the lack of appropriate methodologies. Wind finds two
reasons for the lack of use of this concept: '(l) definitional
shortcomings due to the ambiguity of the original definition, and
(2) methodological difficulties in identifying the members of a
buying center and assessing their roles and influence.”?
Robinson, Faris, and Wind developed a descriptive method of
approaching the interactions of the buying center which has been used

by a number of researchers.> Case histories of purchases are developed

1Bonoma and Zaltman, pp. 11-12.

2Yoram Wind, "Organizational Buying Center: A Research Agenda,"
in Bonoma and Zaltman, eds., p. 68.

3patrick Robinson, Charles W. Faris, and Yoram Wind, Industrial
Buying and Creative Marketing (Boston: Allyn and Bacon, 1967).
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using flow charts showing the sequence of different activities and
decision network diagrams showing how people involved in the purchase
were connected over time. This descriptive approach is criticized by

Calder, who indicates that this method must be modified in order to be

able to determine underlying patterns.l

Calder's approach to developing a description of the decisional
processes of the buying center starts with viewing the interactions

in structural terms.

There are three important elements in the structure. First,
there is a set of people connected by informal personal relation-
ships. Second, there is a set of positions which are connected by
formal authority relationshipa. Third, there is a set of tasks
which are connected to form a flow of work throughout the organi-
zation. In addition to the three relationships above, there are
two others. One connects people with one or more positions, the
other connects positions with one or more tasks. 2

An example of the results of this descriptive approach is shown in
Figure 3, which illustrates a company's office products purchasing.
This diagram 1s explained by Calder as follows:

[The figure)] shows one company's office products buying as a
structure consisting of these three elements and five relation-
ships. Note that the h's stand for people, p's for position, and
t's for task elements. The curved lines indicate a personal
friendship between h4 and h6. The dotted line indicates the
assignment of people to positions., The solid lines indicate
authority relationships from the p's and task precendence. The
dashed lines indicate the relationships between positions and
tasks. The figure was arrived at on the basis of unstructured
interviews within the company. It represents a composite picture
of the interaction entailed in purchasing office equipment.

1Bobby Calder, "A Methodology for Research on Organizational Buying
Behavior,” in Bonoma and Zaltman, eds., pp. 77-83.

21bid., pp. 78-79.

31bid., p. 79.
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In this way, Calder 1s able to retain the information of the
decisional network developed by Robinson; Faris, and Wind, yet
escape the necessity of having to start by arbitrarily specifying
particular roles, for the diagram captures the nature of each person's
role. This type of diagram can be used as a method of discovering
underlying patterns. Calder's basic descriptive approach must be
modified to fit the questions of concern in this research. His
approach was developed for examining big organizations where there are
usually large purchasing department staffs, with different persons
assigned particular purchasing tasks. Calder's approach starts from
a marketing perspective, where the seller is interested in identifying
all the persons within a number of departments that require direct
contacts if he is to influence particular buying decisions. In this
research, where the major concern is with the relationships between
the board of commissioners and the departments and agencles within the
county, the buying center participation within departments is of
minor concern; diagrams of buying centers at that level will be much
less complex than the Calder example. While Calder's diagram has
three levels identified as persomns, formal roles within the organiza-
tion, and purchasing tasks, three levels for county diagrams will
instead be the major participants (e.g., the board of commissioners, a
cormittee of the board, the purchasing agent, or the department), the
basic buying center roles as identified in the Webster and Wind model,

and the purchasing tasks and activities.
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Identification of the Buying Center
There are two related difficulties in the use of the concept of
the buying center in research: (1) defining involvement in the buying
center, and (2) changing patterns of participation in the buying

center over a variety of purchases.

Defining Involvement in the Buying Center

Webster and Wind's original definition of the buying center
specified that all those involved should be included. In later work,
Wind points out that the larger the number of people involved, the
harder the concept is to utilize in research; if the original definition
is held to, the tendency may be to include too many people in the
buying center, with many of them only barely participating in the

most minor ways.l

Wind indicates it i1s necessary to include only
those with major direct involvement in purchasing decision making.

The difficulty is in the definition of "involvement.'" In this
research, Wind's suggestion to define involvemént in terms of specific
purchasing tasks and activities will be used; e.g., in the ianterviews,
respondents will not just be asked to specify who else is involved in
the purchasing process for a commodity in gemeral, but to specify who
is involved in particular parts of the process. Initially the pro-
curement process 1s broken down into the parts suggested by Webster
and Wind: (1) identification of need, (2) establishing objectives and

specifications, (3) identifying buying alternatives, (4) evaluating

alternative buying actions, and (5) selecting the supplier. By

lW:Lnd, p. 68.
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breaking down the procurement process in this way, it is seen that
there is not a procurement decision made by the buying center; but
a multiple set of decisions may be involved, depending upon the nature
of the purchase, with different parts of the buying center making
different types of decislons.

Changing Patterns of Participation in
the Buying Center

For any organization, there is not a single buying center that
can be identified.

The basic concept of a buying center suggests that it is a tempo-
rary organizational unit which may change in composition and
function from one purchase situation to another. 1In this sense,
at any given point of time an organization has as many buying
centers as it has purchasing decisions to be made. X

Based on the uniqueness of each purchase decision, Spekman suggests a
methodology for examining organizatiomal buying behavior that separates
the analysis for each commodity.2 He defines the Buying Task Group as
"the informal organizational subunit, composed of individuals from
several functional departments, specifically charged with making
purchasing related decisions relative to a particular commodlity or
class of commodities."

Consistent with the notions of Webster and Wind, the composition
of the BTG is not constant over time. In fact, each purchasing
context is thought to have unique characteristics which determine
the nature of the BTG's composition. Some researchers have
attempted to discriminate among purchasing contexts by degree of
routineness of the purchase, or by the degree of scarclty associated
with the particular goods purchased. The BIG's composition, however,
is determined by factors basic to the workflow of the company. That
is, business surveys suggest that the purchasing agent's degree of
involvement, as well as the composition of the group involved in the
purchase decision, varies with the type of commodity purchased. The

1yind, p. 71.

ZRobert E. Spekman, "An Alternative Framework for Examining the
Industrial Buying Process," in Bomona and Zaltman, eds., pp. 84-90.
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composition of the BIG is commodity specific. . . . This empirical
distinction (i.e., commodity specificity) stems from the task
differentiation which determines the structure of most purchasing
departments. That is, the purchasing responsibilities within

most purchasing departments are broken down into commodity
classes.

This type of approach stems from the marketing orientation of most
organizational buying behavior researchers; i.e., in trying to sell
a specific product, it is necessary to key in on identifiable indivi-
duals within an organization that will affect a specific procurement
decigsion for that commodity.

Other writers suggest that 1t is not necessary to look over all
separate commodities purchased by an organization to begin looking for
patterns in participation in procurement decision making: logic
suggests that different patterns will emerge according to some general
categories of purchases. The most often suggested basis for categor-
izing purchases is the BUYGRID model of Robinson, Faris, and Wind.
Three classes of buying situations are identified that revealed sig-
nificant differences in the decision processes involved: straight
rebuy, modified rebuy, and new task. Inclusion in a category is based
on the newness of the buying problem and the relevant experiences of the
decision makers, the amount and types of iInformation needed for decision
making, and the number of new alternatives that are ccnsidered.

New task buying situations are those which have not arisen before
and in which the buyer has little or no relevant past buying
experience to draw on. In such situations a great deal of infor-
mation is required and new alternatives must be considered to solve
the problem. Straight rebuy situations are recurring buying situ-
ations which do not require any new information and are handled on

a routine basis. In such situations there is often no motivation
to consider new sources of supply.

l1pid., pp. 86-87.

2W’ebster and Wind, p. 115.
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The modified rebuy situation falls between these, with changes in
the buying alternatives, and some, but insufficient, buyer exper-
ience and information. If the prescriptions of the literature cover-
ing government are followed, there should be few, 1f any, straight
rebuy situations: they would all be modified to some degree because of
the requirements for competitive bidding. In practice, however, it
is very common.
Differences in decisional processes within the categories would
be reflected in general patterns of participation in buying centers
as shown in the diagrams generated. Robinson, Faris, and Wind
determined that the general category of purchase was much more impor-
tnat in determining the procurement decisional process than the type
of commodity involved.
The straight rebuy situation can be relatively easily converted
into a closed loop automatic purchasing process in which the
buyer need only participate under the rule of management by excep~
tion and only take control of the decision-making system when
an abnormality exists. . . . The new task situation presents the
other end of the scale. There are many product-vendor attribute
sets to be evaluated. Uncertainty is high as to the actual posses-
sion of the attributes by the individual product-vendor combina-
tion. As the complexity of the task increases, a larger buying
center may be created to represent groups with conflicting goals
and interests.
Thus, for example, the involvement of a purchasing agent in procurement
decision making would be expected to decrease the more a particular
buy represents a 'mew task." These categories of purchase types will

be used in identifying basic participation patterns within procurement

decision making and examining differences in participation across the

1pavid T. Wilson, "Dyadic Interaction: Some Conceptualizations,"
in Bonoma and Zaltman, eds., p. 35.
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organizational alternativea for the procurement function within county

government.

Data Collection
The firat methodological problem is in identifying the members

of the buying center or centers. There is no generally accepted way
of accomplishing this.

No general guidelines can, at this stage of our knowledge, con-

tribute to a single "best" definition of a buying center, nor

identify its members or measure its behavior. Each researcher,

whether concerned with basic or applied research, should make his

own choices among the various options.l

Methodologies for studying the buying center in organizations have

been structured around the purchasing agent. The buying center thus
becomes empirically defined as those actors the purchasing agent states
that he interacts with in making a particular purchasing decision on
a commodity. After this identification, further study of the buying
center involves examining the pattern of informal communication among
those identified as members by the purchasing agent. Wind indicates
that:

Initial experience with this approach suggests that purchasing

agents can, In most cases, identify the other organizational

members involved in a given purchase decision. There is a high

degree of consensus among the responses of purchasing agents and

those of other "involved" organizaticnal members. Purchasing

agents are considerably less accurate, however, in assessing the

degree of involvement and the importance of the various persons

involved. 2

Thus even where an organization has a purchasing agent, this approach

calls for further investigation within the county to obtain an

yind, p. 71.

21p1d., p. 69.
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understanding of its buying centers.
Where there is no such centralization of purchasing responsi-
bility and authority, this approach cannot be used for the identification
of the members of the buying centers. Instead of starting with an
identification of the members by a purchaSing_agent; the information
necessary to construct the structural representations of the buying
centers will be collected through interviews (structured by an intex-
view guide specifying the topics and variables to be covered) with
the major actors directly involved in the purchasing process. As
suggested by Calder, these are identified in a snowballing procedure
{(based on contacts with the board of commissioners, elected officera;
and other important department heads), where each respondent is asked
to name others involved in a particular purchasing phase (based again
on buys within each of the three purchasing categories considered
above).
The interviewing process cannot be expected to result in a
single apgregate pilcture for each of the purchase types; it can be
expected that perceptions will differ.
Different people perceive the processes differently for any one of
a number of reasons, . . and may even report the processes in ways
which differ from their actual perceptions due to their role
position or other factors. Poor recall may account for some
differences in pereception, but conscious intent can be involved as
well.l

Most inconsistencies can be resolved through the extensive interview of

county officials and employees., Others may be handled through the

presentation to participants of the resulting structural representations

and asking them to comment on the accuracy of the diagrams.

1Bonoma and Zaltman, p. 28.
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The Analysis of the Buying .Center
Structural Representations

The purchasing literature offers two major categories of
explanations for observed performance of purchasing systems: (1) the
organizational form, and (2) the performance or non-performance of
certain activities. These two categories are actually interrelated;
however, in that the organizational form, usually deascribed in terms
of command elements, but more realistically including trading mater-
ials as well, will directly affect whether certain purchasing activities
can occur, who does them, and how effectively they are carried out;
Even if certain purchasing activities cannot be commanded, bargaining
could still result in their accomplishment. This possibility may be
very important in county government, given the limitations of the board
of commissioners (and the positions to which they have assigned pur-
chasing responsibility) to exercise command in obtaining the desired
behaviors of elected officials and other department heads.

The analysis of the buylng center structural representations
requires the determination of the goals for the government procurement
system and the identification of activities that will affect the
achievement of those goals. The implications of the buying center
representations for performance can be analyzed in terms of who 1s

engaged in those activities and theilr degree of accomplishment.

The Goals of a Government Procurement System

Given the nature of county government, multiple goals are bheing
pursued by the various actors: different participants will have differ-
ent views about possible measures of purchasing performance. The board

of commissioners, elected officials, and other important actors would
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at first seem to agree on the goal of saving money. They may
disagree, however, on how to do it: elected officlals and other
department heads will typically maintain that centralized purchasing,
for example, is not a good way to save money. Each organizational
alternative represents a different way that county resources might be
combined to achieve the "outputs” of the purchasing function. The
department heads would often favor a different combination of resources
than the board of commissioners, and both might favor a different
combination of resources than might be imposed by the state government.
The preferences for particular combinations will reflect underlying
priorities attached to other goals. While the board of commissioners
may view the purchasing operation as a financial tool, where the
elected officials and department heads are concerned, saving money
is only one goal among many.l This work takes the county board of
commissioners as the decision maker of concern; declsions on changes
in the overall purchasing system for the county must come from that
level. To single out particular performance dimensions for study from
the possible multitude of goals requires determining what is expected
of the purchasing system by these government officials: what they
expect of the system will influence what information they require to
make decisions about it.

There are five "rights" around which the goals and objectives of

the procurement system can be grouped: (1) the right quantity,

ithe political necessities of re-election will always have high
priority. There is also an underlying status conflict, with board
suggestions for centralization being taken as implying department heads
are not doing a good job of buying. There may be jealousy over admin-
istrative perogativea, with status and privilege as goals of the
participants.
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(2) the right quality, (3) the right place, (4) the right time, and
(5) the right source. These cannot be combined into a single measure:
difficulties arise in assessing possible tradeoffs between goals; e;g.,
to increase performance on the price dimension may require decreased
performance along measures of timeliness of service to using depart-
ments or relationships with vendors.

The Detroit study has taken the five "rights" and created the
following list of general goals for a purchasing and materials
management system: ) !

1. To coordinate the purchasing and materials management

activities in such 2 manner as to preserve the Integrity

and Honesty of the operation

2. To supply needed materials, supplies, and equipment in a
Timely manner

3. To insure maximum economic Utilization of items on hand
prior to initiating purchases

4. To purchase in such a manner as to obtain the Optimum Value
for purchasing dellar expended

5. To maintain Fair and Equitable Relationships with vendors
1

6. To Minimize the total Cost of purchasing operations
In a nationwide survey, the top management of local governments were
asked to rate these goals. It was found that goals (4), (1), and (2),
in that order, were given much higher ratings of importance than the
other goals. After examination of the survey results, the Detroit study
reduced the list of important goals, from management's standpoint, to:

1. Obtain optimum value per dollar expended

2. Make materials available to users when needed

3. Maintain public confidence

lpetroit study, p. 3-44,
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Based upon earlier discussion of the relationships between the impor-
tant actors in county government, the second goal needs to be expanded
to fit the concerns of a county board of commissioners; i.e.;'to
include not just a timely flow of materials to the using departments;
but all aspects of the relationships involved and all dimensions of
necessary service. The list of goals would then read:

1. Obtain optimum value per dollar expended

2. Meet the service expectations of the using departments

3. Maintain the public confidence

The third goal underlies the design of all public purchasing
systems and procedures. The activities the Detroit study sees as
falling under this goal are the establishment of uniform policies
and the consistent application of these policies. The links between
public perceptions and what is actually "produced," however, i1s an
area for separate study, and this goal is given no further explicit
consideration in this study.l The first goal takes the most impor-
tant role: the Detroit study survey found higher management's most
often stated expectations for a purchasing operation were "to save
money for the government" and "to run a clean and honest operation.”
"Apparently higher management views purchasing as primarily a

financlal operation and 1s concerned with how well purchasing handles

1Maintaining the public confidence in the procurement process is
recognized as a necessary goal, but in practice, through lack of dollars
if nothing else, smaller govermments cannot strive for it in an abso-~
lute sense. The environment here has also changed: 1n a period of
apparently general distrust of persons with authority to spend public
funds, what does 1t mean to talk of maintaining the public confidence?

While this goal will be not directly considered in this research,
the factors that are examined obviously may affect the achievement of
this goal; it is not entirely independent.
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the expenditures they process."1 From the point of view of a county
board of commissioners, especially in a time of financial crunches;'
opportunities under the first goal would provide the motivation for
making changes in a procurement system; with the types of changes that
can be made subject to the political constraints implied by the

second goal.

Performance Outcomes of Buyling Center
Participation Patterns

The conflicting interests of the actors within county govermment
can to a large extent be predicted from their position within the
government structure, as can their probable interests in any particu-
lar purchasing situation and the decision criteria they would favor;
Given the above goals, these conflicting interests of the actors can
be coupled with their participation and decision-making powers within
buying centers to consider the likely purchasing performance out-
comes. This can be done at two levels: (1) participation of actors
in particulér phases of the total buying process, and (2) the degrees
to which particular purchasing activities related to these goals are
accomplished.

The buyphases used within the Webster and Wind model are listed
on p. 142, Which actors within the county government participate in
or have decision-making power cver these phases are assumed important
determining factors in overall procurement system performance. The
Detroit study also lists eleven primary activities in purchasing that

will influence price performance and the other performance dimensions

lpetroit study, p. 3-36.
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related to ohtaining optimum value per dollar expended: (1) specifi-
cation development and review, (2) standardization, (3) value analysis;
(4) requirements planning, (5) history records;-(ﬁ) comodity coding,
(7) salvage sales, (8) vendor qualification, (9) bid preparation,
vendor selection, and award, (10) market amalysis, and (11) management;
The execution of most of these activities at a level that would
favorably affect purchasing performance would require a spirit of
cooperation that rarely exists within county governments, and earlier
discussion indicated that they also might rarely occur through the
exercise of authority. Again, participation patterns by the various
actors within county government will affect the degree to which these
activities can be accomplished.

Insofar as saving money is an important goal in county govern-
ment and that purchasing is recognized as an area where savings might
be had, a bargaining model of county government suggests the working
hypothesis that the greater the set of trading materials available to
a position assigned central purchasing responsibility, the more
"successful" that position would be (in relation to the board's goals)
in participating in buying centers and obtaining the desired behaviors
of other important actors. (Working hypotheses, frequently used in
exploratory research, are intended to structure the research and to
be modified as research progresses.) This suggests a search for those
sets of trading materials that may result in such 'success." For
example, it might be expected that performance would improve as a
position assigned purchasing re3ponsibility by the board of commissioners
is assigned additicnal nonprocurement dutles and authorities. Exami-

nation of the buying center participation and who 1s involved to what
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degree in the above purchasing activities may offer evidence
supporting such a general hypothesis or identify other factors that
are more important in determining procurement decision-~making

outcomes.

‘Study Limitations

Because this is an exploratory study where the counties are few
and purposively chosen, the results cannot be considered to be strictly
representative of the target population. The data are analyzed quali-
tatively, with the intention of making inferences about the existence
of certain characteristic properties. In this case, the general goal
is to determine if there are identifiable categories of procurement
decision making; i.e., can county governments be classified on the
basis of the kind of buying centers they have? The results, as will
be discussed below, indicate that despite differences in formal organ-
izational structure for procurement within county governments, patterns
of buying center participation for similar kinds of purchase situ-
ations may not be very different.

Because of the exploratory nature of this work, the results are
limited in many respects. The results do, however, provide some
insight into the general nature of the relationships within small and
medium size county governments. Insofar as the relationships among the
actors are seen as common among county governments (i.e., the situa-
tions in the counties are seen az composed of similar wvariables), there
may be some general applicability of these findings.

The exchange framework approach taken also has its limitations.

Organizational buying behavior is very complex, and there are a large
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number of behavioral science and management science theories that
could be used in its examination. It cannot be expected that a
conceptual framework based on the importance of intraorganizational
exchange relationships can provide a complete picture of the buying
process in county govermment.
Since the introduction of the exchange approach to analysis of
interorganizational relations, there has been continuous debate
aover its utility. Much of this debate arises due to a failure to
understand the scope conditions of this theory. HNo single
theoretical perspective will enable us to explain everything
about organizational interaction.
The examination of county government purchasing processes could, for
example, have utilized models such as consensus theory, game theory,
the behavioral model of communication, or a homeostasis model (i.e.,
looking at the maintemance of congruency of relations under changing
conditions). An exchange approach is taken because it focuses

explicitly upon power processes, which are fundamental for an under-

standing of county government operations.

lCook, p. 61.



CHAPTER VIIL
THE BUYING CENTERS IN THE STUDY COUNTIES

Introduction

This chapter examines participation patterns and the roles
played by varlous actors within the buying centers found in the
study counties. Before turning to the examination of the buying
centers, three areas must be reviewed to increase understanding of
the following discussions: the claims approval procedure in county -
government, the nature of the decisional processes within the county
board of commissioners, and the roles within the buying center iden-
tified by Webster and Wind. In addition, a procurement decision
participation base common to all boards of commissioners through the
county budgeting processes is examined.

By law, no warrant may be issued in payment for a purchase
without the formal approval of the board of commissioners. The
signatures of both the county clerk and the county treasurer appear
on the warrant, but these signatures are essentially as witnesses to

the order of the board to prepare the warrant.l The formal approval

1Alt:hough there are legal differences between the two, for the
purposes here a warrant can be considered a check written in payment
for a purchase.

The process described here will not apply to some of the more
independent county sububits. It does not cover, for example, the non-
general fund agencies like the county road commission. Also excluded
are some agencies like county hospitals that receive lump-sum appro-
priations from the county board and are able to issue their own

156
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process begins with the clerk; all invoices for purchases are sent
to this office, either by the departments; by a . central purchasing
position, or by the vendors, depending upon (or in spite of) a speci~
fied paperwork flow procedure. The clerk has the responsibility of
assembling this material into the format required by the board of
commissioners for its examination: this is called "preparing the list
of claims." In some cases, this list is firat examined in detaill by
a committee of the board, but the recommendations of the committee are
often routinely accepted when the list is sent on to the board for
formal approval. This formal approval step is the last point at
which the board is assured of being involved in purchasing decisions.
(The first is in budget formulation and adoption; the second may be

in a required committee approval process before large expenditures.)

checks. Procedures may also differ where there is a statutory
finance committee or the board of auditors option 1s used.

What the law says and what is done in county government are
often very different. Although the signature of both the clerk and
the treasurer may appear on the warrant, a signature machine is often
used because of the volume of warrants. The usual situation is for
each official to retain his own signature block for use in the
machine; i.e., this is a "checks and balances" fixture, preventing one
officer from issuing valid warrants without the knowledge of the other.
In a county of similar size to the study counties, however, the signa-
tures of both officers were combined inte a single signature block,
kept along with the signature machine in the clerk's office. In this
case the treasurer was often not finding out about warrants issued
(containing his signature) until they had been paid out and returned
to the county. This situation made it very difficult for him to plan
and execute a tight financlal investment plan for county monies; where
investments of large sums of money can be made on a day to day basis,
1t is necessary to know in advance about warrants issued in order to
have sufficient funds to cover them in the proper bank accounts at
the right time, How such siltuations can occur and remain will become
clear in the following discussions; this situation illustrates, how-
ever, that what the statutes say cannot be relied upon as a descrip-
tion of what actually happens in county government. In practice, the
law often becomes very "stretched."
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This nominal power represents a command element, a final veto power;
it will be seen that in practice it is also a power that is difficult
to exercise.

One of the difficulties in exercising the command powers at this
and other points stems from the group nature of the decision making
by a board of commissioners. While for the sake of easy exposition
the term "board of commissioners" is used below as though 1t were a
gingle decision maker, it must always be remembered that decisions on
taking actions are often not unanimous. The board may not always be
presenting a solid front to the departments. Thus given the same
potential trading materials, the awareness of them and the willingness
to make use of them may vary considerably from county to caunty;

This also means that where there is functional overlap between board
committees, contradictory decisions affecting procurement can be made
within a county. Election turnover in membership can mean drastic
changes in the decision-making character of a board.

Because of their importance in the following discussions, roles
within buying centers are reviewed. Within any buying center, more
than one actor may play any particular role, and any actor may play
more than one role. All members of the buying center may be seen as
influencers.

1. Users: The final users of the purchased products or services.

They usually initiate the buying process and may have influ-
ence in setting specilfications and other purchase requirements.
The users for a single purchase may be spread across many
departments, such as in computer hardware and software buys.

2. Influencers: These are the individuals identified as directly

or indirectly influencing the buying decisions. "Typically,
they exert theilr influence either by defining criteria which
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constrain the choices that can be considered in the purchase
decision or by providing information with which to evaluate
alternative buying actions.'" 1In a producing enterprise,
persons with specific technical knowledge are particularly
important in influencing the decisions of buyers who lack
detailed expertise in the area. For counties, this may be
particularly true for computer, law enforcement, and
medical equipment.

3. Buyers: The buyer has been assigned the formal authoxity for
selecting the supplier and arranging the terms of purchase.
Typically this position would be called the purchasing agent.
"Although the buyer may have formal authority for negotiating
with suppliers and for commiting the organization to supply
contracts, the choices available to him may be significantly
limited by the formal and informal influences of others.

For example, technical personnel may have authority for
establishing specifications and may do so in a manner which
forces the buyer to deal with a particular supplier.”

4. Deciders: '"Declders are those members of the organization who
have either formal or informal power to determine the final
selection of suppliers. The buyer may be the decider, but
it is also possible that the buying decision actually will be
made by somebody else and left to the buyer for implemen-
tation."

5. Gatekeepers: These actors control the flow of information into
the buying center. In this model, they are seen as having most
influence in defining the feasible set of buying alternatives.
An example would be the purchasing agent who can control access
to departments by vendors. Gatekeepers cam, in effect, become
the decision makers by allowing more of the favorable infor-
mation from a bidder flow to formal decision makers; gate-
keepers may not always be aware they are performing this
function.l

All boards of commissioners share a common base of participation

in procurement decision making: decision making on purchasing starts
with the county budgeting process. This is because purchasing is a
part of the operationalization of the policy decisions made in that
resource allocation process. The total budget size, restricted by

available and anticipated revenues, places the initial limits on the

abllities of the actors to obtain what they want for their departments

lWebster and Wind.
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and programs. The allocation decisions of the board, within that
total budget size, are based in part upon the .departments' proposed
exﬁenditure plans. At this point, the board of commissioners plays
an initial decider role: when a dollar amount is allocated to a
particular line-item, limits are implicitly placed on the apecifica~
tions for items to be purchased under that account. (A budget
allocation may allow only the purchase of an item of medium quality
or may not allow the purchase of certain optional equipment.) In
purchasing terminology, these allocation decisions may be seen as
the results of a value analysis. (Value analysis refers to the
critical examination of actual requirements for a commodity wverus
what has been requested or used in the past. It 1s a matter of the
suitability of a commodity for its intended use.) This is, however;
a political value analysis. It is well recognlized in the literature on
government budgeting that in departmental requests it 1is not only a
matter of what has been requested, but also of who has requested it;
e.g., 1s the department head viewed by the commissioners as a "budget
padder?" The actual 1limits implicitly or explicitly imposed on
further procurement decisions varies, depending upon how much detail
about proposed expenditures or specific purchases are considered in the
development of the budget. This level of board participation would
encompass the activity of the identification of need, in effect jointly
determined by the departments and the board. The decisions made in the
preparation and adoption of the budget, however, are not necessarily
fipal. Committee or board approval procedures required before the
actual purchase of large value budgeted items can change the results,

as can the board's ability to approve unbudgeted purchases and to make
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changes in budget allocation between departments or among line-items
within departments during budget execution. Thus the identification
of need may be divided into two parts for any particular purchase:
one part that could be said to be prior to the actual purchasing process;
and one that is part of the buying center participation occuring after
the initiation of the purchasing process by a department.

(This level of board participation in the identification of need
is shown in some of the diagrams of buying center participation in
the following sections of this chapter; it is assumed in all of them.

In addition, the role of influencer will not always be shown explicitly
in the diagrams; all participants within the buying center can be
considered to be influencers. Omission of these commonalities

allows using simpler representations.)

Diagrams of buying center participation for the counties will
appear extremely simple compared to the example given by Calder in
Chapter VII. His diagram was for an organization having a multi-person
purchasiné department where the seller may be interested in the
necessity of contacting directly more than one member of that staff.
(Again, the buying center concept was developed as a tool to ald in
marketing decisions, not in the design of purchasing function organi-
zation.) Note, for example, that in Calder's example the head of the
printing department is the only person outside of the purchasing depart-
ment involved in the buying center for office products. For the questions
in this research, the buying centers within each department are usually
of little concern; if the persons involved were reduced to the pur-

chasing agent and the head of the printing department, the diagram
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would appear much less complex.1 The diagrams used here contain three
levels: the top level identifies the major buying center participants,
e.g.; the board of commissioners; the purchasing agent, the depart-
ment; the middle level contains the buying center roles identified by
Webster and Wind; and the lower level contains purchasing tasks and
activities. The latter are listed as stages of the purchasing
process: Jldentification of needs, establishing specifications;
scheduling purchases, identifying purchasing alternatives, evaluating

alternative buying actions, and selecting the supplier.

Lapeer County

Description of Current Purchasing Operations

Lapeer County handles purchasing in the traditional small county
way: the procurement decisions are made almost entirely within the
individual departments., This 1s the base that most smaller counties
would start from in making changes in their procurement systems.

As 1s the case for almost all small county governments, there are
no written purchasing policies and procedures for the county as a whole.
The only formal written purchasing policy of the board of commissioners
calls for departments to obtain the Finance Committee's approval prior
to any purchase over $500 in value, even if it is a budgeted purchase.

(This level has changed over the vears; it was as low as $100.) The

lThere 1s no doubt that in large county governments with large pur-
chasing departments (where, for example, different persons could be
assigned particular purchasing tasks), buying center participation
within the purchasing and other departments would need to be examined.
For smaller counties, however, such large purchasing departments are an
unlikely alternative, and purchasing center participation within large
departments (such as the Sheriff's Department) are unlikely to have
any effects on the ability of the board to participate in decisions.
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Finance Committee (non-statutory) may opt to take the decision for
approval of such purchases before the whole board; but five of the
seven commissioners are on this committee. After such approval; there
are no special provisions as to how the departments will make the
purchase; the departments are trusted to obtain the best product at the
best price. Although a number of department heads indicated they
believed there was a local preference policy for purchasing, no
written record of such a policy could be located:1

Except for this one stipulation, the county departments are free
in determining their own purchasing policies and procedures. In
almost all cases, there is no oversight from the Board of Commissioners.
The extent and sophistication of departmental purchasing policies and
practices is highly varied., The following examples demonstrate this
range. The County Health Care Facility and the County Hospital have
2

in-house purchasing expertise; both have thelr own purchasing agent.

There are explicit internal purchasing procedures with the use of

lln discussing this with county commissioners individually, some
sald there was such a policy, others sald there was not., Local pre-
ference policies generally stipulate that wherever possible, purchases
are to be made from vendors within the county. When made explicit,
local vendors will usually have a percentage deducted from their actual
bida when comparisons are made to the quotes of outside sources. Local
preference policies are very common among smaller units of govermment.
For obvious reasons, such practices are genmerally condemned in the pre-
scriptions of the purchasing literature; local preferences are thus
usually an unwritten policy, enforced through the "strong suggestions™
of the board of commissioners. Similar unwritten policies often exist
for brand preferences; for example, the board may strongly suggest that
all typewriters purchased bg IBMs. The Lapeer County Sheriff's Depart-
ment has switched to buying primarily outside of the county; the Under-
Sheriff indicated he has received some indications that they will be
challenged on this.

2These units are relatively independent of board control. Each
keeps its own bills and writes its own checks. No records of purchases
come to the Clerk's Office.
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standardized purchase order and other forms. There 1s limited use of
local vendors, with the majority of purchases made under contracts
established by a hospital cooperative purchasing association. Inven-~
tories are explicitly planned, with manual systems for keeping track
of stores, including the specification of automatic reordering points.,
The Parks, Recreation, and Conservation Director has had extensive
experience in purchasing within a large organization and has developed
his own requisition forms, purchase orders, and vouchers, allowing
strict control of purchasing within his department.l The Health
Department is tied into central purchasing at the State Health Depart-
ment level. The Sheriff's Department is making extensive use of state
purchasing programs and is in the process of developing its own internal
paperwork flow and procedures for purchasing. The Cooperative Extension
Service does make one large annual purchase of paper products, covering
their major paper needs for the year; the purchase involves a search for
prices rather than a bldding process. The head of the Bulldings and
Grounds Department does not have a formal purchasing system, but over
the years has developed a very extensive network of informants that keep
him abreast of the markets for particular materials and of special
opportunities; many purchases are made from vendors outside the local

area. Most of the remaining county departments, however, buy only on

lyhen his forms were first submitted to the Audit Committee for
payment of claims, the Board of Commissioners reacted negatively and
called in a state audit of his department. When the audit conclusions
stated that he was years ahead of the rest of the county, the Board
paid him a few public compliments and then generally ignored him; he
says "'They now let me do what I want to do." They have refused to
consider his paperwork flow system for use in the rest of the county,
although he obviously has the necessary purchasing expertise.
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the basis of imme&iate need, from local vendors; under unwritten
rules, and with little or no forward planning; there are no contracts
based on annuél volumes and almost all purchases are spot buya.l'
The County Clerk's Office is typical., There are no departmental
policies covering procurement. Most office supplies are purchased
from one company, and there is no bidding or estimation of yearly
quantities; prices are determined on the basis of each individual buy;
When equipment purchases are made, such as adding machines; informal
bids are taken, but they are not open; the Clerk contacts the vendors
she wants to bid. Receiving and inspection are informal, done by
whoever 1s at the desk at the time the goods arrive.

There have been virtually no attempts at group purchasing among
the departments; i.e., there has been little effort at getting
together to consolidate their common needs into larger orders. Some
attempts have been initiated by the Commission on Aging, the Vet-
erans Affalrs Department, and the Parks, Recreation, and Conserva-
tion Department. There has been no cooperative purchasing with the

City of Lapeer. Of the general fund departments, only the Sheriff's

lA local office supply firm has in effect acted as a central

storehouse for office supplies for the county, although it has been
dealing individually with the departments. All departments now have
charge accounts with the company and are given a ten percent discount
from retail prices. This small discount from already high prices
(through a lack of local competition) is the price paid for the con-
venience of making quick local purchases. Department heads:acknowledge
that it 1s expensive. With recent discussions of the centralized
purchase of office supplies within the county, this f£irm has appar-
ently recognized that, given its prices, its volume of business with
the county is in jepoardy. The owner of the firm has thus offered to
set up an organized program of central supply for the county as a whole.
The county would give an order at the begimning of the year; the com—
pany would store the materials, guarantee the prices, and would do

much of the bookkeeping.
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Department has made much use of any of the state purchasing programs
open to county participation. The Board of Commissioners is making
direct purchases of paper for the copying machines and charging it
back against the departments. There 1s no other central inventory of
supplies. The departments also control almost all decision making on
contractual services. The only evidence of Board control has been
thelr decision that there would be no service contracts on typewriters;
On other pieces of equipment, the departments make their own decisions
on contracts.

Central records are minimal: a copy of the invoice is supposed
to be attached to the Clerk's Office copy of the warrant issued to
the vendor and then filed by warrant number; There are no other
records of the commodities actually purchased, and these often
contain incomplete descriptions or lack other information. There is
no way of obtaining information for the consolidation of common needs
in order to plan county-wide purchases, and there is no formal way of
assuring that bills have not been paid twice.l No records are kept
on vendor performance.

There are no standardized purchasing forms for use across the
county, and there is no way of encumbering accounts once a commitment
to buy has been made. A three member Audit Committee meets every
two weeks to informally approve expenditures. The full board 1s rarely

involved in the detalled examination of purchases; it relies upon the

1a11 invoices from departments go to the County Clerk's Office,
which prepares the list of claims. The Deputy Clerk stated that after
a person has worked with these bills for a while, scme of them "just
don't look right." This is the only way that double payments on
invoices are sometimes caught.



167
committee recommendations and makes a show of formal approval of
expenditures once a month. The departments send a face sheet
(showing accounts to be charged, vendors, and amounts) attached to
their invoices to the County Clerk every two weeks; the Clerk
prepares a list of claims for submittal to the Audit Committee; The
Audit Committee does not check on the availability of funds under
particular lime items at the time of the approval of expenditures; the
departments are trusted not to overspend on theilr line items. The

nl (The only

committee instead checks for an "acceptable invoice.
other control involves inventory tags. Each item with a value over
twenty-five dollars 1s to be tagged gnd listed by the department through
the Board of Commissioners' Secretary. If the invoice goes to the
Audit Committee and there is no inventory tag number attached, the
bill will not be paid.)

The idea of centralized purchasing has been discussed on and
off again within the county for almost ten years. Formal recommen-—
dations for centralized purchasing go back to 1972 in the conclusions
of an audit of the county. In mid-1980, the board took some 1nitial
action to actually implement centralized purchasing of office supplies

and equipment, assigning responsibility for maintaining an inventory at

the courthouse to the Buildings and Grounds Department. Each department

1the behavior of the Board committee in not checking on the avail~-
ability of funds for purchases appears to be irrational to the depart-
ment heads in light of the Board's position in checking on claimed sick
days on payroll. Department heads turn in signed employee time sheets,
yet the Board has pressured the County Clerk to call each department
head to confirm the sick days report. The County Clerk indicated that
there were department heads the Beoard could not trust, but she asks why
the Board should choose to check on them in employee matters but
not in purchasing?
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has been requested to send to the Board Secretary a list of materials
needed for the coming year's operation. At this point, however; nothing
has been done with the received requests; although the assignment of
responsibility has been made, no money has yet been allocated to the
project. A special committee of the board has been formed to inves-

1 In

tigate centralized purchasing, and discusaions are continulng.
discussions with department heads, none voiced any opposition to the
general concept of centralized purchasing. For example, a circult
court judge saild he had advocated 1t for years. The County Clerk
supported it and talked of the need for more sophisticated adminis—~
trative techniques because the county was getting "big.'" The
Treasurer indicated general support for the 1dea. According to the
Board of Commissioners' Secretary, all of the elected officials had
volced some approval of the idea of the centralized purchasing and
inventory of office supplies.2 Ag could be expected, however, when
the details of various purchasing alternatives were presented to de-
partment heads, every one volcedmajor objections and indicated areas

where thelr departments would need special services or would need

to be exempted.

lrhe general reaction of department heads has been a lack of enthu-
siasm, not because of a general opposition to the concept of centralized
purchasing of office supplies, but because of a feeling of "here we go
again.” (The Parks, Recreation, and Conservation Director thinks the
Board uses this topic as an election tool; it only seems to come up in
election years, with nothing done about it in between. The County Clerk
sees it as a Board plot to appoimt a purchasing agent with the intention
of seeing how they like him; if they did, they would keep increasing his
duties and responsibilities to turn him into a county administrator
"through the back door.')

2The only exception I found in talking with department heads was -
the Register of Deeds. She was against central purchasing in any form,
although she felt that "It may be OK for some other departments."
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Buying Center Participation

This background sets the stage for current participation in
buying centers. Almost all procurement decision making is restricted
to inside the individual departments. (As indicated above, the pur-
chasing procedures within the individual departments are highly varied;
and although for the smaller departments all purchasing decision making
may be done by the department head, in the larger departments buying
centers could be identified. The concern here, however, is with the
ability of the Board of Commissioners, or a position assigned purchas-
ing authority and respopsibility by the Board, to play important
procurement decision making roles. Therefore, procurement decision
making within the departments is not directly considered.) The Board
could be saild to participate in the buying centers in an after—the-
fact fashion through the formal process of approving the list of
claims. The control of purchasing is primarily budgetary: once a
line-item is approved in the budgeting process, the departments can
buy without any further approval or interference, as long as the pur-
chase is under five hundred dollars. According to the Board of Com-
missioners' Secretary, the Board has found it hard to turn down any
request for a purchase once an item or a line-item is in the budget;
(This was described in terms of a '"mind set" of the Board.) In prac.ice,
then, very few claims from departments have been rejected, with most

being very minor.t

lpor example, the Parks, Recreation, and Conservation Director often
gets questions from the Audit Committee, apparently due to a personality
conflict with one of the commissioners, although none of his claims
has actually been rejected. The Mental Health Department indicated that
the Audit Committee was sometimes 'very sticky" in approving their
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Because of the high five hundred dollar value specified as
requiring Board committee approval before purchase of a budgeted item;
many new task type purchases also fall entirely under departmental
decision-making control. (This would include such items as adding
machines, radic equipment, tires, a washing machine, and some court-
room fixtures.) The five hundred dollar limit specifies when the
Board is able to participate in a buying center prior to an actual
purchase. Actual participation, and the roles played; however, are
more limited than this rule might imply. The breaking down of large
purchases into a number of smaller ones in order to avoid higher level
involvement in purchasing decisions is a well recognized phenomenon
in the purchasing literature. Employees in the Clerk's Office, who
prepare the list of claims for submittal to the Audit Committee,
indicate that this has often been the practice of particular depart-
ments. The Board of Commissioners' Secretary also confirms this,
so the Board 1is not unaware of this practice. For example; when the
Parks, Recreation, and Conservation Director contacted a comnissioner

indicating an urgent need for some items that totaled over the five

purchases. A claim for coffee filters for the Veterans Affairs De-
partment was refused. (The refusal was made on the grounds that the
county should not be subsidizing the coffee breaks of employees, Other
departments, however, have made such purchases. Board members indica-
ted their displeasure with the Veterans Affairs Director, saying that
he has not been doing what policy calls for him to do. The Director
has told the Board that he wants to be the county's personnel director.
The County Clerk indicated that this is why the Board has been reacting
negatively to any suggestions of creating a position with that name.)
The Board also rejected a very large purchase of ball-point pens by the
Equalization Director; the buy was described as large emough to supply
the county with pens for fifteen years. The Equalization Director was
accused of making that size of a purchase in order to get a personal
premium offered by the vendor; the Director lost his job over this buy.
Such refusals by the Board to approve claims are so rare that they make
gor major gossip within the county; everybody I talked with knew all the
etails.
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hundred dollar level, the commissioner encouraged him to split up
the purchase to avoid the time constraint of obtaining Board
approval.

The Board's record of participation in large value procurement
decisions reveals that in practice they generally have played a very -
limited role. The present Board as a group appears to recognize some
of the political limitations it faces even where its authority at
first appears to be very clear, having learned through experience.

For example, the County Clerk indicated that the Board of Commissioners
had fought with the County Road Commission, the Mental Health Depart-
ment, and the County Health Department over the control of finances,
including purchasing. There was an initial lack of recognition of
boundaries and the ties to the state level that these organizations
have; the Board achieved none of its goals with respect to these units
and have left an organizational climate of conflict and distrust.

The courts have also reacted negatively in response to the Board's
efforts at purchasing control. Even during the time period when a
comnissioner was married to one of the judges, relationships between the
courts and the Board have generally been described as poor. For example,
the District Court Judge was told by the Board that he could not have

" more staff people and some particular pileces of equipment. (Thé Board
also sent back materials the District Court had already purchased and
received.) As a response, the judge then severely reduced the assess-—
ment of court costs associated with cases; the money that would go
directly to the county government. The Board ended up giving him what
he wanted.

The purchase of vehicles is one area where the Board insists on
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being involved; they require formal bids submitted to the appropriate
Board committee, which will open them and make the final award deciaion;
While making the decision in name, however, the Board does not actually
have the final decision-making authority with respect to elected
officials. For example, for the Prosecuting Attorney's latest pur-
chase of an automobille, there were five bids; normally, the award wﬁuld
be made to the lowest bidder unless a good reason could be demonstrated
for not doing so. 1In this case, the award was not made to the lowest
bidder: the Board of Commissioners' Secretary indicated that "The
Prosecutor - got what he wanted.”" The Sheriff's Department, the largest
purchaser of vehicles, also appears to have final decision-making power
despite the nominal invelvement of the Board. The Sherliff sets the
gpecifications, and they are not changed by the Board. At the opening
of the bids, there was only one commlssioner present; the decision
had been predetermined. The Board has apparently become aware of the
political power of this office and has made little effort to enter into
the department's procurement decisions, despite thelr general percep-

tion of the Sheriff's Department as a "dollar waster."l

1A new Sheriff took office after the 1980 election. Although he
has one strong supporter on the Board, the County Clerk said that the
Board has "picked on him" from the start of his term, but they have
- made no move to challenge his purchasing decisions. The Sheriff and
Undersheriff are making substantial changes in the way procurement is
handled in this department. In the past, anyone within the organization
could make a direct purchase when they recognized a need., Now there is
an internal purchase oxrder system, a complete inventory of property, ex-
tensive use of state programs available to counties, attempts at consol-
idating needs in order to obtain yearly needs in one buy, attempts to
develop good written purchase specifications, investigation of the pos-
gibilities for food purchase with other county units, and even some for-—
mal performance analyses. There has been a problem in the lack of
storage space, but their major handicap i3 perceilved as a lack of a data
base of past purchases so that they can determine what volumes should
be purchased. The Sheriff and Undersheriff perceive themselves as
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In general, even where the purchase value is over five hundred
dollars, the elected officials essentially retain all control of pro-
curement decision making. The Board of Commissioners is nominally
involved, in appearance taking the role of buyer within the Webster and
Wind model, but the departments retain the actual roles of buyer and
decider. {(The Board does play the role of decider in most of the large
purchases of departments where the Board appointed the department head.
An exception, however, is noted below.) The power of the elected
officials 1s revealed by the Deputy Clerk, who indicated that they do
not always go to the Board prior to making purchases above that five
hundred dollar level.

Only one exception to this freedom of control in procurement
decision making by elected officlals was found, and this appears to
involve special circumstances. The item of controversey is a word
processor for the Drain Commissioner's Office, but this department's
running conflict with the Board of Commissiloners started much earlier,
and it is reflected in the non-payment of travel expenses for atten—
dance of a convention. (It 1s common practice in county government to
allow a line-item for dues and conventions for elected officials.)

In the blank on the travel expense voucher submitted to the Board for
payment approval where the official is to explain what the Board of
Commissioners could expect to gain from his attendance at the meetings,

the Drain Commissioner wrote an honest but not very politically astute

"dollar savers" through their approach to purchasing. This difference
in perception from the Board of Commissioners has lead to an underlying
animosity; the Sheriff and Undersheriff are quick to cite laws which
limit the ability of the Board to interfere with the internal opera-
tions of the department.
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"Not a damn thing." The Board refused to authorize payment. The
current controversey arises from the Board's refusal to increase the
staff of the department, which the Drain Commissioner insisted was
necessary to complete all the paperwork required by a large federal
grant. The Drain Commissioner decided to purchase a word processor
in order to increase the productivity of his present staff. Although
the Board refused to authorize the purchase, the Drain Commissioner
ordered the word processor. One of the commissioners personally
contacted the company involved, indicating that the order would not
be pald because the Drain Commissiomer did not have the authority
to make a buy in the name of the county govermment. The Drain
Commissioner replied to this with a letter to the Chairman of the
Finance Committee explaining his actions and containing the following
statements revealing the state of the relationships between the
parties:

First, I would like to address a few comments about "attitude'
to you s0 you can relay such information to your fellow commis-
sioners. I have addressed many written communicatioms to you and
Mrs. Gail Potter relating to the needs of this department in the
last eipght month period. I have been totally ignored. When one
branch of government faills to act and live up to theilr responsi-
bilities a power vaccuum is created. My attitude i1s simply this;
"If the Lapeer County Board of Commissioners does not wish to
communicate or act in a responsible manner in its relationship with
the Lapeer County Drain Commissioner, then the drain commissioner
will act unilaterally. When conflict arrives there is always the

third brafch of govermment ready to step in and resolve the
problem."”

1Undated letter from David Birkle, Drain Commissioner, to Paul

Hoisington, Chairman of the Finance Committee. The Drain Commissioner
contends he does not actually have to have Beoard approval to make such
a purchase but instead could use monies from the county's reveolving
drain fund or funds from particular sewer projects. Both of these
actions are questionable: the revolving drain fund is actually a part
of the county's general fund, is reported as such, and comes under

the Board's control in the approval of expenditures; the monies probably
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In other counties, the Drain Commissioner would 1likely receive the
support of the other elected officials and would eventually get what
he wanted, but in this case the Drain Commissioner had also acted to
alienate them. For example, he initiated a lawsuit against the County
Treasurer concerning the deposit of monies from the Drain Commissioner's
Office and how the interest on those monies was credited. The Drain
Commissioner did get delivery of the word processor and has submitted
a voucher. At this writing, the voucher is sitting om the County
Clerk's desk; she is not sure what she is going to do with it. The
general consensus within the county is that the Drain Commissioner will
lose in this conflict. The background of this purchase, however, indi-
cates that this is a special circumstance and does not reflect the
usual patterns of participation in, and roles played within, buying
centers.1

The purchase of computer hardware and software in Lapeer County
reveals an instance where the Board may play a very minor role in
procurement decision making even where they are dealing with a Board-
appointed department head. In this case, the head of the Data Proces-
sing Department held the technical expertise to play the roles of user;

influencer, gatekeeper, and the final role of decider, while the Board

could not come from an established sewer project, for in order for
such an expenditure to come out of maintenance for a project, it
would have to have been included in the plan from the outset.

lpor example, note again the Deputy Clerk indicated that the elected
officials do not always contact the Board for approval of purchases over
the five hundred dollar level; there has rarely been any problems with
post-approvals. This example of the Drain Commissioner does not
actually reflect participation in buying centers in the usual sense:
it was a conflict over whether to buy or not buy a particular item. It
was not a matter of who participates in setting specifications, selects
vendors, or other buying activities.
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played the nominal role of buyer. Despite the influencer roles of
other department heads disappointed with his past performance, the
control of technical information (and through the critical role as
gatekeeper) would likely have given the Data Processing Director the
ability to direct a large expenditure on a new computer and related
software, just as he had been able to control incremental additions
to the present system in the past.1

With a procurement operation of the traditional type, the
Lapeer County Board of Commissioners plays very minor roles in the
buying centers once the basic decisions have been made in the annual
budget preparation process. For stfaight rebuys, modified rebuys,
and new task purchases under the five hundred dollar level, which
together will account for almost all of the purchasing actions, the
Board plays no role, with the buying centers restricted to inside the
individual departments. In the case of elected officials for
purchases over the five hundred dollar level, the Board might be seen
as plaving a nominal decider role, but in actual practice the decider
role is almost always played by the elected officials. For the depart-
ments where the director is appointed by the Board, the Board will still
rarely play any of the roles described in the Webater and Wind model
even for large value purchases; i.e., the Board gives formal approval
for purchases, but normally will not place any restrictions on the

purchase methads to be used by the department after such approval.

1In this case of buying a new system, the Cooperative Extension
Service interfered with his usual roles by providing the Board of
Commissioners with information on other data processing alternatives.
Present fiscal difficulties have prevented the Board from taking
any actual action.
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For most practical purchases, the participation of the Board of
Commissioners is limited in procurement decisions to the budget
formulation process. Figure 4 illustrates buying center participation
in Lapeer County.

For straight rebuys, modified rebuys, and new task purchases
under the five hundred dollar level, the Board of Commissioners
plays almost no role in procurement decision making. Imn the diagram,
it is shown connected to the purchasing process by dashed lines, with
its role as influencer and its participation in the task of the
identification of need generally restricted to the county budgeting
process, The above discussion indicated that although the Audit
Committee has the nominal authority to question purchases after they
are made, in practice almost no purchases are refused payment, except
under exceptional circumstances. 1t is again a matter of a buy/no
buy choice, not participation in the process of procurement.

In practice, the same diagram will apply to purchases over the
five hundred dollar level where elected officials are involved (with
the exception of the current situation with the Drain Commissioner).
Even where the board may nominally stipulate the purchasing procedures
to be used (such as a minimum of three bids or quotes), the elected
department heads function as the actual deciders, in practice choosing
the product and the supplier despite the ocutcomes of any bidding
process.

The diagram will also apply to large purchases by appointed
department heads. They may appear to be under more direct control of
their appropriate committees, but the usual stipulation on purchases’

over five hundred dollars has been to obtain some minimum number of
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quotes.. (I.e., the committee 1s attempting to participate in the
activities of evaluating alternmative buying actions and selecting the
supplier.) With some market knowledge, however, 1t is possible to
obtain quotes from a chosen set of vendors that will result in the
award being made to the desired product/vendor combination. Thus the
department acts as the true decider.,

Only two large, new task purchases were identified where the
users were in more than one department and where the Board of Commis-
sioners would have played different roles than reflected in the above
diagram: the actual and proposed purchases of computer hardware and
software covered above, and the purchase of copying machines. The two
copying machines purchased represent the only cases where the Board of
Commissioners actually played additional roles; in fact, the positions
of the departments and the Board in the above diagram are reversed.
Coplers are shared by two or more departments; the departments, of
course, acted as influencers, but the Board dealt with the vendors,
determined and evaluated the alternatives, and made the final choice
of machine and vendor. The Board's authority to do so, however, was
unambiguous: all the departments affected by these purchases had

appointed department heads.

Van Buren County

Description of Current Purchasing Operations
Van Buren County's purchasing system is unique among Michigan
counties in using a Purchasing Committee, composed of three members
of the Board of Commissioners, that not only has nominal oversight
authority for county purchasing under the general fund, but also

participates directly in making purchases. Although the ability of
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this committee to take important roles in buying centers at first

might appear extensive, it will be seen that in practice its decision-

making powers are limited in specific areas.

Written county purchasing policies and procedures are few and

lack detail; they are printed in each year's budget book as a guide to

departments. One formal Board resolution covering purchasing; it

1s as follows:

Be it resolved that the Purchasing Committee be empowered to
purchase any item requisitioned by a department head up to $300.00
without an approval of the board provided saild item has been
budgeted. Any other purchases budgeted or otherwise shall have
the approval of the majority vote of the Board of Commissioners

at a regular session of the board.

Further, the following purchasing procedures be followed:
1. All purchases will be covered by a purchase order and
- must have requisition approved.
2, Services and miscellaneous purchases will be covered by
blanket purchase order numbers issued annually to regular
suppliers by the Purchasing Committee.

In addition to this formal resolution, the budget book also contains

the following "guidelines':

Perhaps the following guidelines should help:

1. As a general rule, try to anticipate your needs far enough in
advance so your requests can be routed through the Purchasing
Committee; Purchase Orders should accompany all purchase
requests prlor to being placed with a supplier.

2. If a purchase is included within you 1981 budget (as finalized)
please so indicate on your request to the Purchasing Committee
by writing "budgeted purchase" on it.

3. In an emergency, check first with the Chairman of the Purchas-
ing Committee or the Chairman of the appropriate commissioner
committee for authorization prior to placing an order.

4. Purchases made without the above authorization shall be the
sole responsibility of the individual placing the unauthorized
order.

5. The Purchasing Committee meets the Friday following a commis-
sloner meeting on the second Tuesday of each month.

The vast majority of our department heads and county employees

already observe these guidelines and have extended excellent

cooperation in the past, but 1t is imperative that all would-be
purchasers observe them scrupulously. We enjoy an excellent work-
ing relationship in our county; let's try to strengthen it in the
future.
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Although the policy resolution identifies the Board's nominal
command power in the purchasing area, this guideline material,
particularly the concluding paragraph, suggests that it has not been
able to exercise it in practice. Following discussions will confirm
this.

There is no formal local preference policy in purchasing, but
the members of the Purchasing Committee said that purchases are made
within the state if at all possible. A few of the department heads,
both elected and appointed, shared the perception, however, that the
Purchasing Committee was politically motivated in making award
decisions and indeed did favor lacal businessmen.l

The purchasing operation nominally is to work in the following

ways. All purchases, with the exception of open purchase orders with

1In small counties, local businessmen often have considerable
political clout; there are also often close friendships between local
businessmen and members of the board. In addition to their general
interests in obtaining county government business, local vendoxrs
also have an interest in interacting directly with department heads and
persons within the departments who will actually use their products:
the buying center concept tells them to actively try to change buying
center participation within the county. ("It is often possible for
the marketer to influence the composition of the buying center, and it
may be to his advantage to do so. For example, the true benefits of a
product may be discernible only to those who actually use a product.
An automatic typewriter may offer benefits that only a secretary can
truly understand although the buyer may be frightened by the high
costs involved and unable to understand the value offered by the pro~
duct in use. The gseller is always well advised to make sure via his
promotional strategy that those who stand to benefit most from using
the product are actively involved in the buying center."” (Webster and
Wind, p. 67.) Remember the buying center concept and the literature
on organizational buying behavior were developed for use in marketing.)
They would typically oppose a centralized purchasing operation where
their contacts with the county might be primarily limited to the pur-
chasing ap~:': position. There is the potential for the elected officials
and other department heads to utilize the political power of these local
businessmen in opposition to board moves to centralize purchasing.
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a few local businessmen, are to go through the Purchasing Committee
for action. (The Purchasing Committee does not handle service con-
tracts; negotiation and contract writing are done by the Board
committee directly involved with a particular department or function.)
There is no specified dollar amount below which the departments may
purchase without first going through the formal committee process.l
To initiate a purchasing action, a department must submit a purchase
requisition to the County Clerk's Office by a specified date before
a Purchasing Committee award meeting. The requisitions are publicly
posted, and copies may be mailed to salesmen who regularly bid on
particular types of county business and to others who request them.
In gome cases, the departments may obtain quotes for am item, and
these are attached to the requisition along with a suggested vendor;
the Purchasing Committee, however, is not bound to make the award to
the suggested vendor and may obtain its owm bids.2 In the area of
office supplies and equipment, for example, the committee does much
of the actual mechanics of purchasing. In response to the requisitions

posted with the County Clerk, a number of office supply salesmen who

1In the past, various dollar amounts have been set below which
departments could simply select a vendor, make a purchase, and then
submit an invoice. This had been set as high as $550, the price of a
good office typewriter at that time. This level was set at $100 for
many years. At this time, however, all purchases are to go through the
comnittee. The basic system has been in use for as long as anyone now
working in the county government can remember; a number of department
heads commented that they had never seen the purchasing operation this
"tight" before.

2Bids are taken by the Purchasing Committee to cover a requisition
as a whole. The committee will not consider making awards for parts of
a single requisition where a number of items may be listed. This ability
to set the bidding agenda may give departments an implicit way of selec-
ting a desired product/vendor combination.
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regularly bid on county business will bring their written bids in
person to the award meeting of the Purchasing Committee. At the
meeting they are opened along with any mail-in bids, and the awards
are made. (Typically, three to four salesmen will attend the meet-
ings.) Where there is competition among the attending salesmen of
office supplies and equipment, this purchasing procedure gives good
price results. An attending salesman who deals with a number of other
county govermments said he thought this was the best way for a county
of this size to buy this type of product. He indicated that the
direct competition he faced in Van Buren County meant offers of much
lower prices than made to some much larger counties, even though Van
Buren County was purchasing in much smaller quantities. (For
example, neighboring Berrien County, with a purchasing department con-
sisting of a full-time purchasing agent and four clerks, and with a
much larger county budget, was not being offered any better prices
than Van Buren County.) He said, "If I don't have to compete, I just
won't give the prices." Other attending salesmen also indicated they
felt at a disadvantage and were forced to give better prices than
elsewhere. This intensity of direct competition is not found, however;
for other types of purchases. Other awards are made at the meetings
without salesman attendance, based either on the quotes obtained by the

departments or on bids solicited by the Purchasing Cummil:tee.1

1The membership of the Purchasing Committee has remained fairly
stable over time, and through experience members have developed a
great deal of common sense expertise in purchasing. Because of the
direct salesmen contacts, the members have also become very knowledgable
about the details of products they are buying in the area of office
supplies and equipment. Dealing in other types of products, although
very interested in getting real bids and generating competition, they
do not have product knowledge and technical expertise to prevent others
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For purchases over three hundred dellars, there is supposed to
be approval by the full Board of Commissioners before the Purchasing
Committee takes any action. On large purchases and contracts, the
full Board may be involved in making the nominal award decisions. The
members of the Purchasing Committee said that departments have broken
up large orders into units under the three hundred dollar limit to
avold the necessity of full Board approval.l

Invoices for purchases are sent to the County Clerk's Office
where they are assembled for a claims meeting of the Purchasing Committee
for initial approval for payment. The full Board is still presented the
1list of claims, and at times questions have been raised and certain
purchases rejected at that level, but the Board generally accepts
the recommendations of the Purchasing Committee.

There is also a central store of office supplies maintained by
the Printing Department. At present, departments' budgets are not
charged back for any issues from central stores, although records are
kept on departmental usage.

Discussion in Chapter III indicated that a common assumption in
purchasing studies has been that the purchase énvironment faced by
gimilar organizations will essentially be the same. County governments

spread over a geographic area as large as Michigan, however, may be

from playing important gatekeeper and decider rolea. An election with
a high turnover in the Board of Commissioners membership could result
in a Purchasing Committee with essentially no purchasing expertise.

1Department heads generally find it easier to '"groom'" a small
committee membership to respond to their wishes than the entire board
of commissioners. Insofar as a board routinely accepts committee
recommendations, this may be an effective tactic.
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entering very different markets; e.g., some county governments may be
isolated from the main markets for particular goods. When differences
in purchase environments are noted in the literature, they are usually
stated in the form of negatives; i.e., market or other environmental
factors which lead to payments of higher prices than similar organi-
zations. (Such differences, for example, are held to make comparisons
of prices paid for similar or comparable goaods meaningless.) Van
Buren County presents an example of important differences that may
exist in the purchase environments faced by county govermments within
the state that will instead show as an apparently positive effect.

An important environmental factor is8 the market efforts of
potential suppliers. In the past, the purchasing committee process
in buying office supplies and equipment has apparently resulted in
good prices-paid performance, in that a number of salesmen have felt
direct pressure to compete, and each salesman's portion of county
business was large enough to justify the expense. Recently a local
office supply house has entered the bidding process, consistently
offering extremely low prices on selected requisitions, prices that all

the other salesmen indicate are below their costs for the items. While

this firm has never attempted to obtain awards for all requisitions at
any meeting, over a six month period they had reduced the county

business of one salesman enough that he no longer bids on county business,
while another will only mail occasional bids. Another salesman indi-
cated that he now figured the expense of preparing bids and attending
awared meetings was no longer justified by the amount of county

business he obtained. The Purchasing Committee, aware that this process

was eroding the competition and that there was no guarantee such low
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prices would be offered in the future after such competition was
reduced or eliminated, continues to make awards to this local firm,
saying "We have no choice." Habit prevents the consideration of other
purchasing and supply alternatives for office supplies.

Where potential suppliers are using such pricing tactics to
gailn a foothold in a market or to eliminate competition, what would a
prices-paid survey actually say about the relative performance of an
organizational altermative? It is certainly not an indication of

organizational superlority.

Buying Center Participation

Nominally, the Purchasing Committee has complete control of
purchasing decision making. As the "guidelines" material in the
county budget book suggests, however, the committee's actual partici-
pation in buying centers varies by department. A number of techmniques
have been effectively used by departments in attempts to get around
the control of the Purchasing Committee; in addition, other actioms
appear to be meant to harass the Purchasing Committee. An example of
the latter occurs in the check the Purchasing Committee makes on the
availability of funds under the charged line item before approving a
requisition for purchase. The members of the Purchasing Committee said
they were having great difficulty in getting departments to £i11 out the
requisition forms correctly; in particular, the space for the entry of
the line item to be charged is often left blank. In the words of one
elected official, "Why should we make it easy for them to interfere
with what should be our own decislons?" Another example of a failure
to cooperate comes from a refusal of the Register of Deeds Office to

glve a copy of a receipt form to a potential vendor for bidding
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purposes. (The receipts had been purchased from a particular source
for many years, and the office staff had an obvious brand loyalty.)
One of the commissioners finally had to make a personal trip to the
office to demand a copy of the form to give to the potential
supplier.

The Purchasing Committee format is not always able to generate
a high level of competition for all buys; many of the purchases made
are sole source.l For example, only one and sometimes none of the
attending salesmen would bid on a plece of office equipment. That is
the extent of the bidding process; where none of the attending sales-
men would bid, the order is given to the suggested vendor on the
requisition by the submitting department, with no supporting price
quotes. To take advantage of this situation, departments will often
write their requisitions in terms of a particular supplier's catalog
numbers or use other descriptions that would severely restrict the
ability of a vendor other than the one favored by the department to
make a bid.

An additional ploy of the departments is to submit requisitions
as late as possible, sometimes after the formal cutoff date; in this
way, the copies of the requisitions may not reach the usual bidding
salesmen in time for them to prepare a bid before the Purchasing
Committee award meeting. The committee responses to these does not
appear to be consistent; in some cases the requisition is rejected and

must walt until the next month's meeting, while in other cases, the

Iror example, a particular printed form may be available from only
one supplier. This is a sore point with many of the officials, who
see no reason to go through the time-consuming Purchasing Committee
procedure when there is only one place to obtain an item.
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orders are given to the vendors suggested on the requisitinns.l

A number of purchasing actions falling under the control of the
Purchasing Committee within the formal policy occur without any
committee involvement; most involve elected officials, such as the
purchase of food by the Sheriff and elections materials by the County
Clerk. 1In addition, the Purchasing Committee makes no efforts to
control purchasing by the Buildings and Grounds Department except for
a few large purchases at the beginning of the year meant to cover
annual needs of some items. (This appears to be the result of tradi-
tion and habit rather than a reflection of the political power of
this department head.)

All of the elected officials indicated that the Purchasing

Committee process was extremely frustrating and all cited examples of

lln the award meetings I attended, I could see no consistent
pattern to allow elected officers' late requisitions to slip through,
although other appointed department heads indicated that this was
Indeed the case. The number of such late requisitions indicated a
general misuse of the "emergency" purchasing provisions. .An example
was a requisition for copy machine paper by one elected official. Two
of the three attending salesmen did not see the requisition, which had
been turned into the Clerk's Office after the official deadline; they
were unable to make bids on the spot, although they strongly indi-
cated they could have made a competitive bid. When the elected officers’
office was contacted, the reply was that the copy machine paper had
always been purchased from a particular source. Thus in spite of the
non-competitive situation, the award was made to the third attending
salesman, who had been the regular source. This type of an award
decision would likely be challenged within the open competitive bidding
requirements in many larger units of government. In this case, however,
all of the salesmen appear to be friends, and the necessity of con-
tinuing relationships in this county and in other selling situations
probably prevents any formal protests. This 1s, however, an area of
potential trouble in the future. The last Sheriff was well koown for
using the above tactic; he would come to the committee meeting just as
the members were getting ready to go to lunch and after the salesmen
had left. Claiming a need that could not wait until the next month, the
committee generally would act on it, ordering from the vendor suggested
by the Sheriff.
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fallure of the system to work.l The most common complaint concerned
estimating lead times for planning orders, where the department must not
only consider the lead times of potential suppliers, but also the uncer-
tain lead time required by the Purchasing Committee procesa. Past the
intentional exemptions from the Purchasing Committee process, there is
a marked difference between the committee participation in procurement
decision making for departments headed by elected officials and by
appointed department heads that is not reflected in official policy.
While the departments with board-appointed heads have had to work
within the system for the most part, using some of the above tactics
sparingly, the elected officials have been more open in refusing to
work within the system. The Board takes a very aggressive stance in
questioning the requisitions of appointed department heads; the
Cooperative Extension Service Director said that the Purchasing
Committee doesn't always buy what the departments want. The general
consensus was, in the words of an appointed department head, ''Elected

officials get what they want; appointed heads take what is left over.,"

1For example, a common failure was waiting for months for a
requisitioned item only to f£ind out that it had never been ordered. All
of the elected officials used essentially identical language in
describing their feelings about the purchasing operation. This stems
from frequent group meetings to discuss common problems; purchasing is
apparently a frequent topic of conversation. Every official voiced
the opinion that the present purchasing operation was an improper
interference with what should be a part of the department heads' decision-
making powers; most felt that they should have complete authority to
spend within the 1imits of their total departmental budgets. They all
indicated the same conflict of goals between themselves and the board:
each sald that quality of the purchased products was their main concern
and that the committee's emphasis on obtaining the lowest price, along
with their willingness to lcosely interpret specifications set by
the departments, meant that quality was often sacrificed.
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The Board gives the appearance of the same aggressive stance towards
elected officials, but 1t is only exercised in the check on the
availability of funds under the charged line items; it rarely extends
inte the details of the actual purchase. For example, in one award
meeting, the line item charged By one of the judges in a requisition
did not have sufficient funds to cover the proposed purchase. The
judge was contacted at that time, and he came to the meeting, where he
was informed that a Purchase Order would not be issued until a transfer
of funds to that line item was approved by the Finance Committee.
While prior to the judge's arrival members of the committee commented
to each other "We cannot buy that!" the judge was never actually
questioned about the item.being purchased. 1In later discussions with
the Purchasing Committee about court purchases, they claimed they
tried to run "roughshod" over the courts in areas they felt were
important, but that the courts were a 'problem': they were used to
ordering items from particular vendors and '"would yell like crazy if
the committee put them out for bids." The committee members admitted
they let most of the court purchases pass as the judges desired. Other
department heads commented that the present Board members seemed to be
impressed by the legal trappings of the judges' positions, particularly
the circult court judge.l

The Sheriff is in a similar position: although a paper track goes
through the Purchasing Committee, much of what he buys is out of the

direct control of the committee. Only a few large items actually come

lA number of persons interviewed thought the verbal aggressiveness

towards the judge's proposed purchase in the meeting was for my benefit.
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before the Purchasing Committee, although the Sheriff still appears
to be the decider, with the committee_playing a mechanical buyer role.
There 1s only one car in the county government besides those In the
Sheriff's Department; purchases of cars do go through the full Board
for open bids. The Sheriff sets the specifications, and the Board
approves them; the actual roles are unclear in this purchase, although
the Board appears to make only very minor changes in the specifica-
tions. The Sheriff remains the true decider, with the Board again
playing the buyer. (Department heads generally prepare the initial
specificaﬁions for their proposed purchases; when the committee wishes
to make a change in a specification, they generally will call in the
department head to a committee meeting. The committee members
indicated that "Sometimes we give in to the department heads."” All the
elected officials said the Purchasing Committee had never made a
change in specifications undesirable to them. 1

All of the elected officlals complained bitterly about the
purchasing system; they also all indicated that they just went ahead
and ordered what they wanted without prior approval of the Purchasing
Committee. Fven if there 1s some initial stall in post—purchase

approval by the committee, the bills all eventually get paid.2

‘ 1Some. of the appointed department heads indicated that undesirable
changes had been made in their specifications, if not formally, then in
the Purchasing Committee process itself, where the committee inter-
preted specifications very loosely to include lower levels of quality
than desired by the departments.

2The longest example of such a stall concerned the purchase of an
American flag and stand for the Drain Commissioner's Office. The
Beoard had already purchased flags for the offices of all the other
elected officials. The Drain Commissioner ordered one herself directly
from the vendor without working through the Purchasing Committee. (The
Drain Commissioner said "They made a federal case out of it." The
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Typically, the elected officials can call a member of the Purchasing
Committee and get oral approval before making a direct purchase, at
least creating the appearance of committee control. Some, but not all,
of the appointed department heads reported being able to do this for
a few "emergency purchases."

Figure 5 shows buying center participation covering purchases
for departments headed by elected officials. Although there is a
formal system giving the appearance of Board participation and control
in the buying centers, in actual practice the diagram becomes almost
identical to Figure 4 for Lapeer County. The only practical
differences are: (1) the monthly separations of the committee award
meetings may have an effect on the scheduling of some, but certainly
not all, purchases, and (2) the Purchasing Committee may do the
mechanics of some purchases, although the decider role is retained by
the department. Decision-making activities having the most potential
impacts on the goal of obtaining optimum value per dollar expended are
retained by the elected officials.

Figure 6 illustrates buying center participation for purchases
of office supplies and equipment for departments with board-appointed

heads. (Although the elected officials do purchase these products

members of the committee made a special trip to her office to make sure
there actually was a flag.) The committee refused to approve payment
for two months. But in her following year's budget there was a special
line item added to her budget which was allocated the exact amount
needed for payment for the flag and stand.

The Board has sent back or refused payment for purchases made by
elected officials temporarily because proper procedures were not
followed. These cases, however, fall into two categories: (1) not
having sufficient funds under a line item to cover the purchase, and
(2) where a personality conflict was involved, carrying over from
other areas of government operation.
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through the Purchasing Committee procedure and through central stores,
the diagram of buying center participation cannot be said to apply to
them, for they have the ability to opt out of this process. The
influencer role is not shown on this diagram; all participants in a
buying center can be identified as influencers.) Here the buying
center roles played are changed from the Lapeer County case. A
department's role is primarily limited to gatekeeper, while the
Purchasing Committee becomes not only the buyer but in most cases
also the true decider. The identification of needs activity becomes
a two-part process. The initial identification of needs still occurs
within the budget preparation process, where general requirements for
purchases are established; i.e., the determination of the general
quality and characteristics of the needed item. While the elected
officials are able to contrel further identification steps {(i.e., the
development of the specific description of the needed item for use in
the actual purchase), in the case of appointed department heads, this
Board committee has the opportunity not only to review the appro-
priateness of a requisitioned item, but it may also modify the specifi-
cations. (Again, there may not be formal changes made in the specifi-
cations, but the looseness of the award decision making by the
committee may implicitly change them.) This is, in effect, a value
analysis process; i.e., there is an examination of actual requirements
(what a commodity must do) versus what has been requested or has been
purchased in the past. Although the committee has command authority at
this point, a dashed connection is shown from the department to the
specification activity, through the gatekeeper role. This signifies

the departmental use of the tactics considered earlier, particularly
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in cases where pieces of office equipment are involved. Through their
inputs into specifications (particularly for items for which the
committee members lack expertise), the departments have been able to
place some limits on committee decisions in the identification and
evaluation of alternatives and the selection of suppliers. Scheduling
is shown as jointly determined, because of the one-month interval
between award meetings of the committee: appointed department heads
do not have the same abilities as the elected officials to opt out of
the time sequence of activities. As considered earlier, there is much
tighter control over "emergency purchases' made by appointed depart-
ment heads; where allowed, there is usually a one day wait for
written committee approval.

Figure 7 shows buying center participation for purchases other
than office supplies and equipment for departments with board-appointed
heads. This diagram represents roughly a middle position between
Figure 5 and Figure 6: because the Purchasing Committee has less
experience and expertise in many purchase types (refrigerators,
animal control equipment, photographic supplies), department heads are
able in some cases to retain complete control of specifications and may
obtain quotes, with the Purchasing Committee only giving nominal formal
approval to the decisions made within the departments.l In other
cases, the committee may make specification changes and retain the
final decider role. (Thus, for example, the identification of needs

activity could involve one or two steps.) It would be difficult to

lRecall the earlier comments on structuring quotations to control
final product/vendor combinations.
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predict what will happen for any particular purchase; personality
conflicts with department heads could be an important factor in
comnittee participation.

Thus despite a formal purchasing system involving Board members
directly in many purchases, the roles played in the buying centers
might be seen to have not changed significantly from the Lapeer County
situation. For the elected officials, it is essentially the same.
Although the system in the Van Buren County case gives the appearance
of more Board control of procurement decision making in the case of
appointed department heads, in practice these departments are often able
to play the important roles in many purchasing situations. Only in the
area of office supplies and equipment does the committee come to play
the role of decider. In most situations, the actual role of the Board
remains primarily in the basic yes/no decisions, both at the budget
preparation level and in the few cases where final Board approval is
necessary for large expenditures. The Board's participation in roles
that could significantly affect price performance, for example, are

limited.

Lenawee County

Description of Purchasing Operations
Through a change in the administrative organization of the
government in 1980, Lenawee County offers two examples of the nominal
centralization of purchasing responsibility. Prior to the Board's
employment of a County Administrative Coordimator, the Printing
Department was assigned responsibility for the purchase and central
inventory of office supplies and equipment and for overseeing a

purchase order system, (The Printing Department Supervisor was not
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given county purchasing agent status under either the 1851 or 1917
acts as considered earlier.) In the execution of the central
purchasing policy, the Printing Department Supervisor was responsible
to the Ways and Means Committee. In the position's description, the
County Administrative Coordinator was explicitly charged with "develop-
ing and maintaining a system of central purchasing with related record
keeping and analysis to reduce costs and prevent duplication."” 1In
the change in administrative organization, the Printing Department
was placed under the direct Supervision of the Administrative
Coordinator.

The same formal central purchasing policy was used both
before and after the employment of the Administrative Coordinator.
{See Figure 8.) Changes in the county budgeting procedure and the
role in budget execution taken by the Administrative Coordinator,
however, change the way the policy is implemented. (This will be
considered below in discussions of buying center participation.) The
central purchasing policy was formally adopted by the Board of Com-
missioners im 1976. In wmid-1976, a clarifying letter was sent to all
departments from the Ways and Means Committee; important changes and
additions are shown in Figure 9. There are no ‘formal local pre-
ference policies, and there is no informal Board pressure to make buys
from local vendors; the Printing Department commonly purchased routine

office supply items from out-of-state suppliers on the basis of price.l

1This does not mean, however, that the Printing Department Super-

visor tried to obtain the lowest prices for what was purchased. In
this case, once a relationship was established with an Ohio firm,
purchases continued as long as the service and prices were satisfactory.
Drastiec price reductions by a local firm, achieved through partici-
pation in a six-state buying consortium, led to a switch of sources;



200

Lenawee County Central Purchasing Policy

It has come to the attention of the Lenawee County Board of
Commissioners that there is a failure to utilize central purchasing
of office supplies and equipment.

Each department is requested to supply a list of office supplies
used in their department to Mrs. Kishpaugh of the Printing Department,
a list of the types of machines used and regular types of ribbons,
paper rolls, etc. needed for same. Any item she cannot supply will
be so Indicated. A 1list will be supplied to each department of other
departments who order duplicate items. Departments are requested to
cooperate with one another whenever possible in ordering supplies which
do not go through printing.

When f11ling out your supply 1list, be specific as to the grade,
color, size, etc. ONLY items which are not avallable from the print-
ing department will be authorized for purchase by individual depart-
ments. WAYS & MEANS will reject unapproved items.

Office equipment should be requested in the fall as usual with specific
requirements indicated. Bids will be accepted for the TOTAL number of
similar items requested-in the hope of achieving a much better price.
In all fairness to the distributor, he must receive a list of total
purchases to offer the best possible price to the county.

All items will be ordered by requisition or purchase order accord-
ing to the supplying source. Individual departments with approved
purchase order systems may continue to use them on items unique to
their own departments.

REQUISITIONS

1. Requisitions will be required for all business transacted for any
department.

2. Requisitions should be typed and provide the following information:
(a) Department
(b) Requisition Number
(c) Date
(d) Quantity
(e) Be as specific as possible. Any numbers, size, color, any
information that will help to expedite your request.

3. Have your requisition stamped as to date received by the Ways and

Means (or other committee) and retain your copy for future
reference.

Figure 8. Lenawee County Central Purchasing Policy
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4. Requisitions should be signed, not stamped by department head.
5. Do not combine unrelated items on one requisitiom.

6. Requisitions should start with the numeral one for each budget
year.

PURCHASE ORDERS

1. No Purchase Order will be issued without the prior receipt of
a requisition,

2, Purchase Orders will not be issued upon demand.

3. The Board of Commissioners reserves the right to select the
vendor in all instances.

4, No Purchase Order will be issued until it has been determined that
adequate funds are available in the applicable account.

5. Any purchases obtained other than those specified on the Purchase
Order will not be honored.

6. Any Purchase Order altered in any manner will be declared null
and void.

7. No invoice will be processed for payment for which a Purchase Order
has not been issued., The invoice will be returned to the
department involved.

All items to be purchased will continue to come under the careful
scrutiny of the department head. Items in excess of $500 are to have
bids, items under $500, but over 5100, should have quotes. Whenever
possible, departments are requested to cooperate with each other
when purchasing like items.

In case of difficulties in receiving requested items, please notify
the chairman of the committee responsible for your department.

In case of DIRE emergency: breakdown, safety hazard, health hazard,
etc. the Department head is expected to act without delay. The Depart-—
ment head will issue a requisition on the following day of work. It
should state on the requisition that this was an emergency situation.

A confirming Purchase Order will then be igsued. Repairs for VEHICLES
and general maintenance are not subject to the issuance of purchase
orders. PLEASE, indicate to the Ways and Means Committee any such
emergency purchases as soon as possibe.

Figure 8. Continued.
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"Requests for budgeted items already approved do not require approval
again. . . . Any purchases not in the present budget or above cost
allowed will need approval of department committee,'

"Items unique to a department should continue to be purchased by
department., Items used by several departments should be purchased
together to get quantity price.”

"While the need for occasional emergency purchases is recognized,
the practice shall be curtailed as much as possible by anticil-
pating needs in time to permit the use of regular purchasing
procedures. Emergency orders will be permitted only in cases
where severe interruption of work programs will result from any
delay in obtaining needed purchases. They are not an escape from
the responsibility of anticipating normal needs."

Figure 9. Selected Materials from the Ways and Means Committee Letter

(dated May 1, 1976) to Department Heads, Clarifying the
Central Purchasing Policy.
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The Printing Department Supervisor claims that for appropriate items,
she has been ordered by the Board to purchase only from IBM, Sony,
and Steelcase; this is by '"strong suggestion,' for there are no written
materials covering this.

Neither before nor after the employment of the Administrative
Coordinator were checks made on the sufficiency of line-item
balances before purchase orders were issued. Prior to the appointment
of the Administrative Coordinator, there was also no check on the
availability of funds before the approval of claims by the Board of
Commissioners.

All current department heads, with the exception of the Treasurer,
were in their positions both before and after the administrative reor-

ganization and were able to comment on differences in purchasing

the change, however, was not the result of a regular search procedure
for alternative sources.

In 1976, the Board of Commissioners simply asked the Printing De-
partment Supervisor if she would take on the job of purchasing. She had
no prior experience or formal training in purchasing, belongs te no pur-
chasing professional organizations or associations, and her only contact
with the field is through a subscription to Governmental Purchasing,

a magazine directed primarily at large units of government.

Prior to oversight by the Administrative Coordinator, her appreach
to purchasing and central inventory was very unsystematic. For example,
decisions on stocking and purchasing for the inventory were based on
"what seems to be low." There was no data on inventory value or turn-
over rates. All purchases were made on the basis of verbal or informal
quotes, with no regular source search procedures.

The organizational placement of purchasing responsibility may be
perceived by the department heads as an indication of the importance
of the function and the priorities that should be attached to it.

The location of. central responsibility in a relatively low status
position in the eyes of the other departments, and to a person lacking
recognized experience and expertise In purchasing, may in part explain
the behaviors of the departments as considered in the following
discussion.
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operations and decision making in the two alternatives. Buying
center participation prior to the administrative reorganization will
be covered first, followed by a discussion of the changes in partici-
pation and roles played after the Administrative Coordinator position
was filled. This section is concluded with an examination of a new
centrgl purchasing policy scheduled to become effective January 1,
1982, along with the circumstances surrounding the timing of its
adoption by the Board of Commissioners.
Buying Center Participation Prior to
the Administrative Reorganization
The central purchasing policy originally envisioned by the

Board of Commissioners was to cover all purchases and all departments.
In practice, however, there was only a partial centralization of
purchasing in office supplies and equipment, coupled with a loose
committee approval procedure that still left most of the procurement
decision making in the hands of the individual departments. As in
the case of Lapeer and Van Buren Counties, the elected officials
essentially retained all the important buying center roles regarding
their departments. The following are some sections of the purchasing
policy and comments on actual implementation:

"Only items which are not available from the printing department

will be authorized for purchase by individual departments. WAYS &

MEANS will reject unapproved items. . . . Any purchases obtained

other than those specified on the Purchase Order will not be

honored. . . . No 1invoice will be processed for payment for which

a Purchase Order has not been issued. The invoice will be returned

to the department involved."
This statement implies strict policy enforcement, both by the Ways and

Means Committee and by the Board of Commissioners itself. While a few

invoices were returned to departments with appointed heads, all of the
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elected officials were able to routinely ignore the required pro-
cedures; the Board continued to approve payments for their expendi-
tures. The Sheriff's Department, the Prosecuting Attorney's Office,
and the Probate Court in particular would obtain many of their office
supply needs directly from local vendors. The County Clerk and the
Treésurer did not use the purchase order forms for their purchases.l
Other department heads commonly filled out purchase orders after
purchases were already completed or would use unpriced purchase orders
if they were prepared before “the receipt of the goods.

The designated paperwork flow was oftem mot used. Purchase
orders were issued to departments in batches, to be used for their
direct purchases. A copy of the purchase order was to be sent to
the Printing Department to use in verifying invoices before sending them
to the County Clerk's Office. In practice, invoices often did not
pasa through the Printing Department but were instead sent directly to
the Clerk's Office; in addition, the required copy of the purchase
order might never be sent to the Printing Department., This would cause
confusion in the Clerk's Office because there was no way to easily

trace the proper department and account to be charged because there

1The County Clerk is the most powerful politician in the county;
as the Printing Department Supervisor said, "When the County Clerk talks,
the Board listens." The elected officials meet at varying intervals in
order to plan strategy; she generally acts as chair. All the elected
officials use essentially the same language in discussing the purchasing
operation.

The County Treasurer had totally refused to work within the system
from its beginning. He did not run for reelection in 1980. The new
Treasurer did follow the nominal paperwork requirements. As of this
writing, however, he had resigned for other employment after being in
office only a few months; there were no purchases made during his time
in office to use in assessing his willingness to operate in the same
way as the other elected officilals.



206
was no record of a purchase order to cover the purchase.

The Drain Commissioner provides another example of the refusal
of the elected officials to work within the system: he initially
claimed that all of his purchases were emergencies. When he did use
purchase orders, they would be prepared after-the-fact, usually the
day before the once-a-month claims meeting of the Ways and Means
Committee.

A letter was sent to all vendors regularly doing business with
the county, stating that purcﬁase orders were requlred for any depart-
ment or agency to make a purchase. In general, however, the vendors
have alsoc refused to cooperate: they had no reason to as long as the
Board continued to approve payments for expenditures not made
according to policy.

In addition to the above situation, two other areas were handled
outside the formal policy. Although payments for service contracts
and equipment rentals were made from the Printing Department's budget,
the department was not involved in any way in the estaﬁlishment of
such contracts. Although a large number of service contracts were held
on county equipment, prior to the administrative reorganization the
Printing Department received only two copies of purchase orders covering
such contracts. Secondly, no purchases for repair, maintenance, or
janitorial supplies went through the Printing Department; they were
all handled by the Maintenance Department, which essentially acted as
a second central purchasing unit, distributing materials and supplies
and charging back the served departments and agencies.

The Printing Department Supervisor believed that the original

intent of the central purchasing policy failed because of the reluctance
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of the Board of Commissioners to reject purchases not made in line
with the policy. Opposition to the adoption of the central pur-
chasing policy was strong among the elected officials, with the judges,
Clerk, Treasurer, and Drain Commissioner beilng particularly vocal.
Their continuing opposition, coupled with a high turnover rate in
Board membership, which would tend to enhance the power of the longer-
tenured elected officials, may be the source of the Board's behavior.
(After the adoption of the policy, the Printing Department Supervisor
indicated that she received no additional directives from the Ways
and Means Committee and rarely met with them. She felt that the
committee did not care what she was doing as long as she kept a low
profile.) The Printing Department Supervisor summed up her powers in
control of purchasing by saying "I cannot say no to anyone."

"Individual departments with approved purchase order systems may
continue to use them on items unique to their own departments.”

This part of the policy was never formally implemented. There was no
definition of what an "approved purchase order system'" was, and there
was never an examination of the departments' purchasing practices.
Departments have been able to purchase items, including those which
would normally be available from central stores, directly from vendors
without any oversight procedures.
"Requisitions will be required for all business tramsacted for
any department. . . . No Purchase QOrder will be issued without the
prior receipt of a requisition. Purchase Orders will not be
issued upon demand."
The original intention was for all purchase orders, except those for a
few direct purchases of items unique to particular departments, to be

issued by the Printing Department. This was never enforced, as con-

sidered above. In addition, requisitions for issues from central
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stores were often not used or were filled out after the supplies were

received.

"A list will be supplied to each department on other departments
who order duplicate items. Departments are requested to cooperate
with one another whenever possible in ordering supplies which do
not go through printing.”

In this case, "requesting" turned out to be far short of the effective
multi-department consolidation of purchases. This section of the policy
had no meaning in practice; there were no examples of interdepart-

mental cooperation.l

lAn example illustrates the reluctance of departments and agencies

within the county to work together. Four county agencies (the County
Medical Care Facility, the Maurice Spears Campus [a juvenile deten-
tion facility], the Human Services Department, and the Sheriff's Depart-
ment) all buy food for meal preparation. An investigation by the Human
Services Director revealed they were all dealing with the same distri-
butors. Seeing a potential for saving money, the Human Services Direc-
tor contacted the other departments and agencies regarding cooperative
purchasing, but received little response. It was not until he had
taken his idea directly to the Board of Commissioners and recelved
their explicit direction to investigate this area further that he could
get the agency heads to come together for a meeting. Even with the
backing of the Board for the meeting, the Sheriff did not attend,
and he did not send a representative. During the meeting, it became
obvious that the agencies treasured thelr independence in purchasing
decision making. The Director of the Medical Care Facility, for
example, stressed that (1) he already had a good purchasing system
such that savings through a county-wide central purchasing operation
would probably be insignificant for his unit, and (2) traditionally his
unit had been independent of the rest of the county, and he supposed it
would stay that way--centralized purchasing was for everybody else.
Although the purpose of the meeting was to discuss options forx
cooperative purchasing, there was a lack of data available. HNeverthe-
less, the discussion quickly narrowed down to a particular option which
showed some potential for savings and allowed the agencles to retain
independent decision making. The Hospital Purchasing Service, a state-
wide purchasing cooperative, which allowed for members other than medi-
cal care facilities, would allow each agency to join individually under
the HPS contracts for a yearly fee of $300. Each agency could order
separately under the contracts and have individual billings and deliver-
ies. This was so appealing that the option of reaching agreements among
the agencies and contracting with distributors as a group was not dis-
cussed. Eventually three of the agencies did join HPS individually; the
Sheriff's Department refused to cooperate in any way and did not join
HPS.
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"ITtems in excess of $500 are to have bids, items under $500
but over $100 should have quotes.”

This is the extent of the materialhon bidding procedures. As con-
sidered earlier, the individual departments are essentially without
oversight in this matter. Even for purchases over the $500 level,
the Printing Department Supervisor has never used any formal sealed
bidding procedures., Informal quotes were used, with the Supervisor
simply choosing what she considered to be the beat place to order.
Suppliers were retained as lon% as service was acceptable.

"The Board of Commissioners reserves the right to select the
vendor in all instances."

This again is an explicit option that has never been exercised by

the Board for departmentally-initiated purchases. The only major
purchases affecting multipie departments where the Board acted as
buyer and-nominal decider covered the furnishings for a new county
court building. The involved departments had essentially no input;
the county commissioners and the building's architect made a pur-
chasing trip to Detroit. A number of ﬁepartment heads indicated that
the architect was the real decision maker; the occupants of the
building (the courts and the County Clerk) are generally disappointed
with the furniture.

Lenawee County provides an example of the necessity for caution
in accepting a government's description of its administrative and
financial processeg. When a county reports having a centralized purchas-
ing operation, that does not mean that what they actually do coincides
with the researcher's conception of centralized purchasing or even that
they do what their purchasing policy says they do. Despite the formal

central purchasing policy, the actual behaviors of the actors leads to
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a diagram of buying center participation for Lenawee County (Figure 10)
that is essentially the same as for Lapeer County. This figure covers
the majority of purchasing actions in the county, applying to all
purchases by elected officials and to most purchases by departments
with appointed heads. For the latter, the committee approval system
was still predominantly a yes/no procedure, where the departments were
expected to execute approved purchases according to the policy. The
appropriate committee covering a department could, however, take a role
in the identification of need and the establishment of specificatiomns.
This is the exception, however, with the usual case having the depart-
ment determining the specifications and obtaining quotes or bids prior
to coming to the committee for approval; the committee essentially gives
formal approval to the procurement decisions reached wicthiu the depart--
ment. (For this reason, buying center participation for appointed
department heads for purchases other than office supplies and equip-
ment 1is portrayed as the same as for the elected officers rather than
as the appointed department heads in Van Buren County. [Figure 7.]
In the latter case, there was relative uncertainty as to the roles the
Purchasing Committee might play in any particular purchase.) Within the
above processes, the elected and appolnted department heads differ
significantly only in their abilities to ignore the nominal paperwork
and approval steps in making purchases that would be approved for payment
by the Board. They also differ in their abilities to make direct
purchases of items that are or would be available through the Printing
Department; in the purchase of office supplies and equipment for appoint-
ed department heads, some of the important purchasing roles are taken

by the Printing Department Supervisor. This is illustrated in
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Figure 11. Although some different techniques are used within the
purchasing activities (e.g., the procedures used to identify poten-
tial suppliers and generate competition), the roles played by the Van
Buren County Purchasing Committee and the Lenawee County Printing
Department Supervisor are essentially the same. (Note that for
certain types of purchases, such as typewrlters, the Lenawee County
Board of Commissioners has already established the major portion of
the specifications by specifying a single acceptable manufacturer.
The Printing Department is thus limited to the selection of the vendor
rather than a product/vendor combination.)

Overall, the implementation of the central purchasing policy
represents an example of an attempt to change purchasing operations in
the face of powerful and effective opposition within the county govern-
ment. Despite different formal organizationral alternatives being used,
the buying center participation patterns and roles for the elected
officials has been essentially identical across the three examples
examined thus far. Changes in the buying centers for non-elected
department heads have occured, but these differences will not apply to
all purchases made by these departments. 1In some cases, these depart-
ments are also able to play some of the important roles; in'others;

they will play the same set of roles as elected officials are able to
play.
Buying Center Participation After the Employment
of an Administrative Coordinator
The County Administrative Coordinator was assigned extensive
duties and responsibillities. He i1s explicitly charged with being a

liaison between department heads and the Board of Commissioners.
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He was to develop a county-wide personnel system, assist in labor
negotiations (through conducting research and preparing "authori-
tative recommendations' for the Board), design and implement a budget-
ing process, collect and report financial information for budget devel-
opment and administration, analyze departmental budget requests, pre-
pare agendas and act as a secretary for Board committees, function as
a grantsman, manage the buildings and grounds, and develop and
maintain a system of county central purchasing. These task assign-
ments would appear to give fhe Administrative Coordinator a poten-
tially large set of trading materials to use in gaining the cooperation
of other actors.

While operating under the same central purchasing pelicy, policy
implementation under the Administrative Coordinator has been changed
in two areas: (1) the operation of central stores and the purchase of
office supplies and equipment, and (2) the use of a separate capital
expenditures budget for major purchase items.

In the administrative reorganization of the county government, the
Printing Department became part of Central Administrative Services, under
the direct supervision of the Administrative Coordinator. There is now
a manual system of Iinventory control, with tighter oversight of issues
from central stores through an enforced requisition procedure.l

(Where in the past some departments were allocated a portion of the

lrhis essentially meant strict enforcement of the procedures estab-
lished in the original purchasing policy, along with a few minor paper-
work changes. ''Minor," however, is a matter of perception. The County
Clerk typically has a number of accounts against which to charge
supplies coming from central stores; e.g., births and deaths, elections,
jury board. 1In the Clerk's view, the requisitioning system is in need
of "major' changes because it has not consistently resulted in the
proper charges being made against accounts.
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Printing Department's budget to charge supplies against and other
departments were directly billed, there is now a central stores
revolving fund, with charges coming directly from departmental
budgets.) These changes, however, were in the area of financial
control and did not directly affect buying center participation.
Elected officials have continued to buy certain items directly from
vendors that could be available from central stores. Buying center
participation in the office supply and equipment area for appointed
department heads remains thé same as in Figure 11. Although the
Printing Depaftment Supervisor is now responsible to the Administrative
Coordinator, she receives no direct supervision in the purchase of
office supplies and equipment; she is still on her own in decision
making in this area.

The changes in the Printing Department have also apparently
resulted in a change in the level of service provided to depart-
ments. Lenawee County provides an example of what can happen when a
central purchasing unit f£filis an expertise gap and 15 operated primar-
ily as a service activity. Despite the general opposition to the idea
of central control of purchasing, prior to the appointment of the Admin-
istrative Coordinator departments routinely made use of the Printing
Department to obtain much of their office supply and equipment needs;
it was simply more convenient for them to do so. The Printing Depart-
ment has become an important source cf information for departments in
this area. The more systematic approach to the operation of central
stores instituted by the Administrative Coordinator has improved
gervice to the extent that departments like the Distriect Court, Probate

Court, and the Sheriff, which routinely had made direct purchasing
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of many office supplies, are making more (but not all) of their
purchases through central stores. {Service has been a problem in the
past, and many departments still maintain inventories on location to
cover a month or more of requirements for certain items.)

Most major purchase items have been removed from the individual
departmental budgets and placed in a single capital expenditures
budget administered by the Buildings and Grounds Committee. In the
preparation of the budget, departments are requested to assign pri-
orities to the major purchase items desired for the coming fiscal
year; these priorities are nominally used by the Board in determining
the final contents of the capital expenditures budget. Purchases made
from this budget were supposed to be made only upon the issue of a
purchase order from the Printing Department. The creation of this
separate budget was an attempt to change the roles played by the
Board of Commissioners in the buying centers.

In practice, however, this change has affected primarily the
departments with appointed heads; there have been minimal changes in
the Board's participation in procurement decision making for the
elected officials’' departments. A financial assistant to the Adminis—
trative Coordinator confirmed what other department heads charged: in
the preparation of the capital equipment budget, the elected officilals

essentially obtain what they want.1 In addition, not all major

lsome of the appointed department heads complained that the pri-
orities they assigned to purchases for the 1981 budget were ignored by
the Board. The financial assistant to the Administrative Coordinator
clted examples of where an elected and an appointed department head had
requested the same item and where both appeared to him to have the
same legitimacy of need; the elected officlals always had the item
approved, while a number of cases had the appointed department head's
request refused.
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purchase items were removed from the departmental budgets. For
example, the Sheriff's Department cars are still directly under the
Sheriff's budget. In the mechanics of purchasing, the County Clerk,
Treasurer, and Drain Commissioner continued non-use of purchase
orders; the Board still approved their purchases for payment.
(According to the County Clerk, the Sheriff and the Prosecuting
Attorney make more purchases against their budgets without committee
approval than any other officials.l) The Administrative Coordinator
admitted to the lack of change in regard to the elected officials.
He stated, for example, that he is not yet ready to take on the Sheriff
in the major political battle that would be required in order to con-
trol that department's expenditures. In interviews the Administrative
Coordinator emphasized the independence of the departments and agenciles
making up the county government; he saw his control in purchasing as
keyed directly into the overall budgeting process, but his effec-
tiveness must necesgarily be limited to non-elected officials. (Thus
in August, 1981, he saw the necessity of filghting many separate
political battles, with the elected officials often retaining the upper
hand; by November, however, his approach had changed, as reflected in
a new central purchasing policy to be considered below.) A diagram
of buying center participation covering the elected officials' depart-
ments will remain the same as Figure 10. Thus despite the apparent
availability of a large varilety of trading materials, the Administrative

Coordinator was not able to obtain the desired purchasing behaviors

1The County Clerk 1s aware of the other departments' purchasing
practices because she acts as a secretary to many Board and committee
meetings, and her office receives all invoices from the departments
for use in the preparation of the list of claims.
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from the elected officials.

For the other departments, buying center participation has
changed as shown in Figure 12, With major purchases being handled
through the Buildings and Grounds Committee and the Printing Depart-
ment, and with office supplies and equipment also being covered by
the Printing Department, the Administrative Coordinator'’s approach has
changed participation in the buying centers: the situation now
resembles the Van Buren County case shown in Figure 7. Control of
specifications now varies: some departments indicated tﬁeir initial
specifications had never been altered, even where specifiec brands
had been requested; other departments had thelr specifications changed
in what they perceived as major ways. Control of technical expertise
concerning particular purchase items (such as microfilm equipment and
an offset printing press) lets the departments retain purchasing control,
In many cases, the departments will obtain the quotes or bids, and thus
will play the true declder role, with the committee involved acting as
buyer and only the nominal decider. In other cases, the committee
makes the final decision on specifications and acts as decider.

In the committee processes, the Administrative Coordinator has
come to play a gatekeeping role. (One of his assigned duties is to act
as secretary to committe meetings.) Department heads who have been
through the process agree that many committees' decision-making proce-
dures have changed. 1In the past, for example, approval decisions were
generally made during the committee meeting; now the committees often

walt for the Administrative Coordinator to analyze proposals for
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purchases and to make a presentation to them before a decision is

made.1

It should be noted that even in this area where there 1s the
least question about the Board of Commissioners' ability to command
(i.e., over the appointed department heads), decision-making control
in some important procurement activities may remain with the depart-
ments, and the Administrative Coordinator often plays a gatekeeping

role rather than a command role in the name of the Board.

The Proposed Central Purchasing Policy
A new county purchasing policy, to become effective January 1,
1982, is shown in Figure 13. Although the written policy differs
little in content from the former policy, the implementation planned

by the Administrative Coordinator would lead to very different

lln spite of the Administrative Coordinator's attendance of many
Board committee meetings, there are often commmication problems
between the committees. For example, a request for the purchase of a
free-standing coatrack for the Drain Commissioner's Office was
refused by the Buildings and Grounds Committee. The Physical
Resources Committee, which covers the Drain Commissioner, approved the
purchase request, however, and ordered the Administrative Coordinator
to arrange for the purchase and for payment approval, which he did.
(Despite the purchase of the free-standing coat racks, another
communication difficulty resulted in wall-mounted coat hooks also
being placed in the Drain Commissioner's Office the next week.

While a number of department heads indicated that they could not
always get good response to their purchasing needs, they also felt
that the Administrative Coordinator's Office was a good place to obtain
information and provides some overall organization to the purchasing
process that benefited them. An example of the lack of central controel
of materials management in the past comes from the disposal of furni-
ture from the old court buildings; the new court bullding was to be
furnished entirely with new items. The Board of Commissioners
approved a formal request from the Cooperative Extension Service
Office for a selection of cld office furniture. The Sheriff, however,
obtained physical possession of the requested furniture. All the
commissioners said was "Sorry."
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PROPOSED FURCHASING POLICY
CCLUNTY OF LENAWEE
January 1, 1982

The purchasing of ail supplies, equipment, vehicles and services and all construction or a.lterln-d of
County facilities for any department or agency of the County of Lenawes shall be in accordance with
the fallowing palicy:

1. Requests for the purchass of all supplies, equipment, vehicles and services and for the con-
struction or alteration of Couaty facilities shail ba mads by the Dapartment Head to the
Board of Commissioners during the annual budget process in accordance with the procedures
established by the Board of Commissioners. The adopted budget shail spacify the approval,
disapproval or modification of the request,

2. Requests made at other times dus to excaptional circumstances shall be made to the depart-
ments’ designated program committes, who shall evaluate the request in terms of impact on
the departments programs, and maka its recommendation, including the amount of funds
needed, to the Board of Commissioners. Approval by the Board must include thes transfer of
necessary funds cr designation of funds to be used.

3. Al general offlce suppiiss and squipment shall he purchased and dishirsed through the County
Cantral Supply Store in accordance with proceduresapproved by the Board of Commissioners.

4. If the total cost of any approved purchasas is not to exceed $750., the purchase shall be made
on the basis of price and quality, subject to obtaining two prices, if possible.

5. If the total cost of any approved purchass is to excaed $750,, but not to excesd $2,500., the
"purchaser shail obtain {it writing a minimum of two quotations, unless a specific exception
is granted by the Building & Grounds Committse. Purchase shall be on the baxis of price
and quality; provided however, that if the decizsion is to purchass other than the lowest cost
item, such purchass must be approved by the Building & Grounds Committes,

6. If the total cost of any approved purchass is estimated to excesd $2,500., a formal bidding
procedure, including advertising and sscuring of sealsd bids on the basis of approved specifi-
“cations, shall be required. The Bullding & Grounds Committes shall review the bids and
malca their recommendation to the Board of Commissioners,

7. All approved requests invelving the constiruction or alteration of County facilities, including
general maintenanes, shall be implemented under the supervision of the Building and
Grounds Committes, who shall either suthorize County staif to accomplish the work or
authorize obtaining tho services of outside contractors.

8. Purchases made by County Employees which do not conform to these policias will be
deemed to be the individual responsbility of the employes.

9. Requisitions and Purchass QOrders shall be used in accordance with the following procadures:

Figure 13. The Proposed Lenawee County Purchasing Policy
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PROCEDURES FOR PURCHASING SUPPLIES AND EQUIPMENT THROUGH CENTRAL STORES
REQUISITIONS

Requisitions will be required from all deparcments transacting business with the Central Supply Store (Prhdn;Dcpau—
ment), Numbered requisitions wiil be kapt ac cha stors and signed when request is mada,

Pr!nting. equipment and general mpplies should esch ba on a separate requisition. Special order supplies should be
separately as proof of order, There should be 2 3 to 4 week lead tima for all special orders.

Be specific as to size, color, number, etc. This will identify items and kesp departments from being overcharged.
Nobudget:deqnipm;ntshaﬂbcorduudunlmnqni&dcned.

Requinitions shall be printed in wiplicace, Ontmpyforthcuqm;ingdepmm-omfwm}l filing purposes and
onte to be recurned to the requestdng deparrment with monthly invoice.

Xerox copies do not need a requisition, but must be logged.

USE QF PURCHASE ORDERS

Purchase Qrders {or equipment and genenal supplies shall be issued by the Central Supply Store. Individual depart-
ments may issue Purchase Orders anly for items unique to the department. P.O."1 are not required for purchases less
than $25.00.

The Department Hesd, at his/her discretion may detignate a person in the deparmment to bu responsible for requisicons
and prurchass orders. It will be thaz persan’s responsdbilicy to asmign proper account numbers,

Na Purchags Order will ba issued until it has been determined that adequate funds are available in the spplicable

account,

No invoice will be processed for payment, for which a Purchase Order has not besn ismued. The invoice will be r:mmcld
to the department invoived.

Blanket Purchase Orders may be issued - not to exceed $100.00.

Emergency Orders will ba permitted only in cases when severs interruption of work programs will result from any
delay in cbtaining the needed prichases. The department head or designated representative may: (1) purchase the
required producr or setvice (2) issus a purchase order number and suthorize the purchase, or (3) disapprove the request
for the emergency purchase. If the emergoncy occurs outside normal working hours, the Purchass Order may be
issued the next day and marked - CONFIRMING This Is Not An Order. A written justification for the emergency
purchase shail be attached to the accounting copy.

Purchase Qrders muy be obrained from the Central Supply Store.

Purchase Orders will be in 4 parts - white - Vendar; Yellow - Aczouating Dept., atcompanying invoice; Pink - File in
Central Stores; Goldenrod - Originating Depe,

Figure 13. Continued.
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results: the intention is to change buying center participation to
bring the elected officials into the same position as the appointed
department heads. This is to be accomplished through the budget
preparation process and by the strict enforcement of the following
section of the policy: '"Purchases made by County Employees which
do not conform to these policies will be deemed to be the individual
responsibility of the employee."” 1In other words, when an elected
official does not conform to the policy in making a purchase, the
Board's response (accordin® to the Administrative Coordinator) will
be to tell the official that the county will not pay for it: "You
bought it, you pay for it." The County Clerk, expressing the opinion
of the elected officials, sald she was furious when she first read
the policy and discovered the intent. According to her, the other
elected officials considered it an insult.l The County Clerk said
she would bring suit against the Board of Commissioners if she were
told she had "bought" something.2

The Administrative Coordinator saild he was expecting trouble.
Past experiences with the central purchasing policy gives little indi-

cation of hope for success in the Board's attempt to gain more control

1At this time, the elected officials and the Administrative Coord-

dinator assume this policy would indeed apply to the elected officials
as written. Note, however, that technically the elected officials are
not county employees. See discussion in Chapter IV.

2The Printing Department recently purchased a six~months supply of
white legal pads, claiming a savings for the county of $25.00. The
judges, the employees of the courts, and the County Clerk ( who also
functions as the clerk to the Clrcuit Court), however, all demand
yellow legal pads. (This apparently irrational and fierce loyalty to
the ubiquitous yellow legal pad is well known; ask any lawyer about
white legal pads.) The County Clerk said that yellow legal pads may
well be her first direct purchase outside of the purchasing policy; with
the backing of the courts, she said she would be glad to have the
Board challenge her on it.



224
in purchasing. There are, however, some circumstances involved that
may allow this change to be made. The following situation gives some
insights into the nature of bargaining and trading processes in
county government.

After each official federal census, statute law requires the
establishment of a county apportionment commission, composed of the
county clerk, treasurer, the prosecuting attorney, and the county
chairmen of each of the two major political parties. (The process is
obviously a political one.) This apportiomment commission is charged
with not only redrawing the districts from which county commissioners
are elected, but also with establishing the number of members of the
county board of commissioners. Lenawee County now has fifteen
commissioners, and the Board's recommendation was to remain at that
number. The Apportiomment Commission, however, has recommended that
the number be reduced to between seven and eleven; the County Clerk
indicated that the final number will probably be nine. These recom-
mendations obvicusly have made many of the incumbeﬁt commissioners
very angry. (The coming political battle will primarily be among
members of the same political party; the elected officials involved
on the Apportiomment Commigsion and the commissioners whose districts
would be elimipated are all Republicans.) The Administrative Coordina-
tor admits he 1s counting on this anger in getting the Board to stand
firm in refusals to authorize payments for purchases made outside of
the requirements of the purchasing policy. 1In responding to Board
actions, the elected officials must consider the possible effects of
having those lame-duck commissioners involved in establishing the

1982 budgets for thelr departments. These circumstances may not be
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unique to Lenawee County; according to a Michigan County Clerk's
Association survey, .seventy-five percent of the apportionment
commissions are recommending reductions in the number of county

commissionér districts.

Clinton County

Description of Purchasing Operations

Clinton County offers two different Implementations of essen-
tially the same county purchasing policy. (The first purchasing policy
is shown in Figure 14; revisions and additions to the purchasing policy,
effective July 1, 1981, are shown in Figure 15.) The Administrative
Services Department, under the direction of the County Administrator,
1s responsible for the supervision of the purchasing policy and for
the operation of a central store of office supplies. Although the
modifications in written policy are relatively minor, the adoption of
the changes marked a different level of actual implementation by the
Administrator, with the backing of the Board of Commissioners.

The patterns of buying center participation, however, were not
substantially changed through the modifications in the policy or its
execution. Clinton County instead demonstrates the possibilities for
making changes in a procurement system that will affect the achievement
of other purchasing goals of the Board; in this case, the changes
resulted in a flow of information from the purchasing processes to the
Administrator's Office and thus to the Board of Commissioners.

The purchasing operation in this county can be seen as made up of
pleces also found in the other study counties: shared with all the

other counties, the participation of the Board in procurement decisions
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Purchasing Policy
County of Clinton

The purchasing of all supplies, equipment, vehicles and services and
all construction or altering of County facilities for any department or
agency of the County of Clinton shall be in accordance with the follow-
ing procedures:

1) Requests for the purchase of all supplies, equipment, vehicles
and services and for the construction or alteration of County facilities
shall be made by the Department Head to the Board of Commissioners dur-
ing the annual budget process in accordance with procedures established
by the Board of Commissioners. The adopted budget shall specify the
approval, disapproval, or modification of the request.

2) Requests made at other times due to unusual circumstances shall
be made in writing to the department's designated program committee, who
shall evaluate the request in terms of impact on the department’s
programs, and make its recommendation, including the amount of funds
needed, to the Board of Commissioners. The program committee may
authorize such expenditures not exceeding $750, if there are sufficient
residual funds in the departmental budget.

3) The purchase of all supplies, equipment, vehicles and services
in excess of $750 shall be supported by a purchase order signed by the
Department Head and Administrator, who, as Purchasing Agent for the
County, shall verify prior to purchase that the conditions of this
policy, including the appropriation of funds, have been met.

4) All general office supplies and equipment shall be purchased
by the Administrator and disbursed through the County Central Supply
Store in accordance with procedures established by the Administrator
and approved by the Board of Commissioners.

5) TIf the total cost of any approved purchase is not to exceed
$750, the purchase shall be made on the basis of price and quality,
subject to obtaining two prices, if possible.

6) 1If the total cost of any approved purchase is to exceed $750,
but not to exceed $2,500, the purchaser shall obtain in writing a

Figure 14. Clinton County Purchasing Policy
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minimum of two quotations, unless a specific exception is granted

by the appropriate Departmental Program Committee. Purchases shall

be on the basis of price and quality; provided, however, that 1if the
decision 1s to purchase other than the lowest cost item, such purchase
must be approved also by the appropriate Departmental Program
Committee of the Board of Commissionexs.

7) If the total cost of any approved purchase is estimated to
exceed $2500, a formal bidding procedure, including advertising and
securing of sealed bids on the basis of approved specifications,
shall be required. Solicitations for such bids and the development
of specifications shall be done by the Administrator with the assis-
tance of the Department Head and the approval of the appropriate
Program Committee, who shall review the bids and make recommendation
to the Board of Commissionets.

8) All approved requests involving the construction or alteration
of County facilities, including general maintenance, shall be imple-
mented under the supervision of the Buildings and Ground Committee,
who shall either authorize County staff to accomplish the work, or
authorize obtaining the services of outside contractors.

Figure 14. Continued.
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Section 3 now reads:

"The purchase of all supplies, equipment, vehicles and services
that do not exceed $100 shall be supported by a Purchase Requi-
gition signed by the department head and submitted to Adminis-

trative Services."

Section 4 now reads:

"The purchase of all supplies, equipment, vehicles and services in
excess of $100 shall be supported by a Purchase Requisition signed
by the department head and a Purchase Order signed by the Adminis-
trator, who, as Purchasing Agent for the County, shall verify
prior to purchase that the conditions of this policy, including
the appropriation of funds, have been met."

Section 6 now reads as follows, with changes underlined:

"If the total cost of any approved purchase is to exceed $750,
but not to exceed $2,500, the Administrator shall obtain in
writing a minimum of two quotations, unless a specific excep-
tion is granted by the appropriate departmental program
committee, . . ."

Although Section 4 of the old policy was not included in the new
policy, it remains in effect in practice.

Figure 15. Changes and Additions to the Purchasing Policy of Clinton

County, Effective July 1, 1981,
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through the budgeting process, here specified explicitly in the
purchasing policy; a board committee approval system for unbudgeted
buys or purchases over a given dollar level; the use of printed
requisition and purchase order forms; the central purchase of office
supplies and some office equipment; and an administrator who can take
various roles in the buying centers. There are no explicit local
preference policies. (Lansing, in Ingham County, is considered local;
much of what the county buys is simply not avallable through vendors
within the county.) For the purchase of office supplies and equip-
ment, the Administrator makes extensive use of available state govern-
ment purchasing programs. (The Sheriff's Department cars are also
purchased under a contract established by the State.) Beyond a few
other occasional purchases by departments through the state programs,
none of the general fund agencles engage in any form of cooperative
purchasing.
Buying Center Participation Prior
to July 1, 1981

Clinton County shared the conditicn with Lenawee County of
having a purchasing policy that was not completely translated into
practice. Prior te the policy changes, the situation was essentially
the same as for Lapeer County: all the important procurement decision
making remained in the hands of the individual departments. Although
mentioned in the policy, a purchase order procedure was never developed;
requisition forms were prepared for use in obtaining supplies from
central stores, but the requirement for their use was never strictly
enforced. There was no provision for a central check on the availa-

bility of funds under a line-item or budget before a purchase was made
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by a department. For purchases under the $750 level, both elected
and appointed officials could simply buy directly from a chosen
vendor, submitting the invoice to the County Clerk after the purchase.
(Only the invoices for purchases for central stores would go through
the Administrator's Office.) In Clinton County, very few departmental
purchases reach the $750 level; there was no evidence of breaking
large purchases into smaller units to come under a $750 total. The
committee approval procedures for purchases over that level also
presented few reasons for using such tactics. While the appointed
department heads were constrained to operate within the committee
approval process, the departments retained control of specifications
and usually obtained the required quotes, leaving the committee with
a yes/no decision for the approval of procurement decisions made
within the departments. The elected officilals were at times able to
ignore the committee approval process and still have their expenditures
approved for payment by the Board; within the committee approval process
their ability to control the purchasing activities and decisions

important to them, however, gave them little reason to do so.

10nly one example was found of a refusal of the Board of Commis-
sioners to approve a payment for an elected official’s purchase made
outside of the procedures required by the policy. A Circuit Court
Judge dealt directly with a vendor in having a set of bookshelves built
and installed in his office. This was an unbudgeted expenditure that
was not taken through a committee approval process. The Board has re-
fused to authorize payment for two years. The Administrator receives
a monthly bill from the contractor, but has ignored them. The issue
has never been forced by the contractor, although the Administrator
has responded to the bills by telling him to sue to judge. The con-
tractor has been doing other work for the county on an ongoing basis,
so the amount charged for the bookshelves has been carried along as an
unpaid balance. The issue has also not been forced by the Board or the
Judge. The issue is still a topic of concern with the Board; the
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Thus for the elected officlals, a diagram of buying center partici-
pation would be identical to Figure 4 for Lapeer County. This
diagram also applies in practice to departments with appointed heads
for purchases other than office supplies.1

In the purchase of office supplies, appointed department heads
are constrained to obtain their needs from central stores. A diagram
of buying center participation for this type of buy is shown in
Figure 16. The Administrator retains almost complete control of
decision making here; the departments playla minor gatekeeper role in
specifications, shown as a dashed line, by providing some needs data
to the Administrator. An attempt was made by a former County Admin-
istrator to restrict the elected officials to this same buying center
situation. The target chosen by the Administrator was a Circuit Judge
named Green, who insisted on signing all official documents with a
particular type of pen containing green ink. Because this was not
considered a routine office supply item, the Administrator refused
to buy this pen for central stores, and he convinced the Board to
refuse to authorize payment when the judge submitted an invoice after
making a direct purchase. After the high level of conflict generated

by this faux pas, no further efforts were made to force the elected

members are now split on whether or not to pay the bill. The Judge
has had no reason to try to resolve this lssue, for the shelves
remain in place in his office.

1tn the operation of central stores, the Administrator is respon-
sible primarily for the purchase of office supplies, not office equip-
ment. The only office equipment that was purchased directly by the Ad-
ministrator was typewriters, where the only choice a department head had
was color. The Administrator buys only IBMs, a purchase cholce that is
unlikely to raise complaints from the departments.
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officials to obtain all of their office supply needs through central
stores, although in practice very few direct purchases are made by
these officials. (The present Administrator is stocking central stores
with these green pens for the Judge. Although some members of the
Board of Commissioners wish to continue the battle and have questioned
the Administrator about his purchase of the pens, he feels the benefits
of exerting control in this area would not be worth the trouble he
would face in his continuing relationships with the Judge and the
other elected officials.) Because they do have this exit option, the
buying center diagram for this type of buy for elected officials
will be the same as for all of their other purchases.
Buying Center Participation
after July 1, 1981

The revisions in and additions to the purchasing policy did
represent some changes in buying center participation and the roles
played, but the major change was the implementation of a paperwork
flow procedure that assured a flow of informatioﬂ on finances to
the Administrator and thus to the Board of Commissioners. The latter
change comes through the formal requirement for the use of a requi-
sition form for all purchases and for the issue of a purchase order
by the Administrator for all purchases over $100. 1In this way, the
sufficiency of funds under a charged lime-item can be checked before a
purchase is made, and near the end of the year an accurate picture of
the account balances can be quickly computed. (The latter is necessary
for the Board to make readjustments to assure finishing the fiscal year
with a balanced budget. It also allows charging the proper year's budget

where invoices for orders made before the year end are not received
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and paid until the next year. This represents using the purchasing
system as a tool of finmancial contrel.

This flow of information has not, however, been achieved in
exactly the manner specified in written policy. 1In a letter to all
department heads concerning the new procedures (dated July 1, 1981),
the Administrator stated:

Effective today, supplies, equipment, services, etc., under $100

will need a Purchase Requisition signed by you submitted to

Administrative Services. We will then purchase the item(s)

through Central Purchasing. . . . In order for this system to

work efficiently, I need your cooperation and assistance.

Please do not go out and order or purchase goods covered by

this policy on your own, as I will have to recommend to the

Finance Committee that they not be paid.

The departments, however, did not cooperate; the Administrator has had
to abandon the pre-purchase requisition requirement. (The typical
response from the department heads was "Don’t you trust me?" In terms
of the necessity of continued good relations with the department heads,
both elected and appointed, the Administrator felt the benefits of
pre-purchase requisitions were not enough to offset the costs.) As
before the change, the departments are now making direct purchases of
items under $100 in value that are not available through central
stores. Thus for purchases under $100 for all departments (and for
the purchase of office supply items for appointed department heads),
diagrams of buying center participation remain the same as before the
policy modificatdions.

The purchase order system for buys over $100 has been implemented;
and in practice it does represent a change in buying center participa-
tion not found in the other study counties. The department heads;

including the elected officlals, have nominally complied with the

paperwork requirements; this means that for some purchases the



235
Administrator functlions as the decider concerning the selection of
the supplier. The department heads have cooperated in most cases
because of two factors regarding the actual implementation of the
policy:

(1) The departments control that part of the procurement
decision making process that is most important to them: there have
been no attempts to force changes in the gpecifications for purchases
developed by the departments. In this sense, the purchasing operation
is run under a service approach, with the Administrator generally
restricting himself to going through the procedure of buying what
the departments want. (Through the control they have on specifica-
tions, they can place important restrictions on the Administrator in
the identification of alternative buying actions.)

(2) 1In practice, the Administrator does not always control
the steps between the development of specifications and the selection
of the supplier as written in policy. The formal policy has the
departments responsible for obtaining bids or quotes for purchases
under the $750 level, while the Administrator is to obtain them for
purchases in the $750-$2500 range. This has not been the pattern in
practice. Some departments routinely let the Administrator obtain
quotes and select the supplier for buys under the $750 level. Other
departments just as routinely continue to obtain their own quotes
or bids for buys above the §$750 level. The Administrator has taken
the position that i1f the departments have taken the trouble to get the
quotes, he will use them in designating the supplier. (As he puts it,
"I have to try to get along with them.") Department heads (both

elected and appointed) sometimes do specify a specific supplier on their
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requisitions; if a "good reason” for doing so is put in writing,
the Administrator will usually place the order with that vendor.
The Administrator realizes and admits he is not in a true command
position and feels that he must usually give in to the departments
in this area to get thelr cooperation in what he thinks are more
important areas. (His nominal control of some purchasing decision
making is in effect being used as trading material to affect behaviors
in other parts of county government operations.) In practice, the
procedures regarding the vole of the Administrator in obtaining bids
or quotes are strictly enforced only in limited circumstances.
Purchases made outside of the policy by an elected offic;ﬁl have
been returned to the vendor by order of the Administrator. The
reason for this action, however, was not that the policy procedures
had not been followed or that the specifications were in question:
the Administrator was only able to do this where the identical
item was available under a state-established contract at a lower
price. (The most recent example of a send-back was a set of file
cases purchased by the Circult Court.)

Buying center participation for these purchases over $100 in
value 1s shown in Figure 17. The decider role is split, with the
department heads (both elected and appointed) controlling the specifi-~
cations, while the selection of the vendor may be controlled by either
the Administrator or the department head, depending upon the particu-
lar purchase. Although Figure 17 can be seen as applying to both
elected and appointed officials, the elected officials do have more
opportunities for effective exit. Strong opposition by the elected

officlals forced the Administrator to abandon the attempt to organize
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a single annual buy (through a formal competitive bidding process)
of all printed forms and stationmery for the departments. Such
politically sensitive purchases remain in the hands of the officials.
Other purchases by the elected officials have been effectively
exempted from the policy procedures by the Administrator, through
unwritten agreements with the department heads. Most of these
exemptions revolve around the Sheriff's Department, such as in the
purchase of gasoline and uniforms.

For purchases over the $2500 level, no dlagram of buying center
participation i1s offered. Under the policy, the Board of Commissioners
is nominally to be directly involved in the final decisions on these
purchases. Very few purchases reached this level of dollar value,
so there is little basis for reaching conclusions about nominal
versus actual participation in decision making. For example,
automoblles are supposed to be formally bid out, with a committee
making recommendations and the Board making the final decision. The
Sheriff has effectively removed himself from this process by making
all car purchases through a contract established by the state govern-
ment. (Thus there is no quesationing of his specifications within the
county, and he is assured of a particular quality level and set of

optional equipment on the cars.)} There have been few other purchases

of vehicles, and the examples do not allow drawing generalizations.
Other purchases over the $2500 level were for situations not directly
involving department heads; for example, a contract for janitorial
services, the construction contract for the rennovation of the exterior

and entrance of the county courthouse, and a contract for an audit of
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revenue sharing fund expenditures. (An exception was for an addi-
tional office for a circuit court judge, but the majority of the
purchase total was for law books, available only from a single
gsource.) No firm pattern in buying center participation for purchases
over the $2500 level could be established, although it should be
noted that in none of these cases did the Board of Commissioners

accept the low bid.



CHAPTER IX

PURCHASING ORGANIZATIONAL ALTERNATIVES

AND BUYING CENTER PARTICIPATION:

FINDINGS AND IMPLICATIONS

Introduction

Each of the procurement function al£ernatives presented in Chap-
ter V appears to represent some possible change in the participation in
procurement decision making: the alternatives appear to represent
different opportunity sets to the various actors, to place different
constraints on their choices. Adoption of a particular alternative,
however, changes only a part of the structure of relationships among the
participants, only some of the rules of the game. Will the adoption of
certain formal organizational forms result in changes in the board's
actual participation in decision making and in the control of purchasing
activities which affect performance in relation to their goals and
priorities? Two of the open ended questions of this study have been:
Are there general patterns of participation in procurement decision
making? How does the nominal centralization of purchasing authority
and responsibility affect participation in the decision-making process
and the roles played?

These questions will be considered through an examination of the
patterns of buying center participation found in the study counties.
This is followed by a discussion of the potential effects of the indi-

vidual on procurement system performance. The implications of the

240
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findings for the organization of the procurement function in small and
medium size county governments will be considered, followed by a
discussion of the possible performance consequences of purchasing
alternatives that may be required of county governments by the state
or the federal govermment. The chapter closes with some notes on needs
for further research.

Buying Center Participation Patterns
in the Study Counties

Elected ¥Versus Appointed Department Heads

The use of the buying center concept provided a methodological
base for identifying patterns of participation in procurement decision
making. Based on the study counties, the BUYGRID model buyphases
(straight rebuy, modified rebuy, and new task), suggested in the liter-
ature to be a good predictor of general participation patterns, have
little apparent influence on the participation of the board (or of a
board-appointed position assigned purchasing responsibility) in buying
centers. These buyphases might be useful for examining buying centers
within the individual departments, but they appear of little use in
identifying patterns of board participation. After the initial partici-
pation through the county budgeting process, the board's secondary
participation is usually triggered by the dollar size of a purchase
against a chosen standard. Where a high dollar amount 1s set for such
board participation, many new task purchases would remain entirely in
the hands of the departments. Differences in board participation in
buying centers are not linked to the type of buy but rather to the legal
or political position of the unit involved; i.e., whether the aepartment

involved has an elected or an appointed head. Patterns in buying center
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participation will be discussed in terms of these two groups.

The Elected 0fficials

In all of the study counties, whatever the formal procurement
function organizational form involved, the elected officials generally
controlled all procurement decision making affecting their departments.
The board, a board committee, an administrator, or other employee
may act as buyer, and the process may even make them appear as the
nominal decider, but the real decider roles are almost always played
by the elected officials. For any particular purchase, a diagram
covering an appointed department might apply (such as in Clinton
County where the administrator might act as the decider in the selection
of the vendor), but this is by choice, not command. For the study
counties, the diagrams of buying center participation covering the
elected officials are then essentially identical. These diagrams do
not disclose, however, that the ways in which their decision-making
freedom is exercised and the points in the purchasing process where they
take control of the important purchasing activities do vary from organ-
ization to organization. 1In some cases, their control of procurement
decision making started with the county budgeting process; in others,
the elected officlals were able to retain the decider role because of
the nature of the committee approval process in budget execution; in
yet other cases, their power was reflected in the claims process,
through the ability to have their expenditures approved for payment
after making purchases outside of the specified policy or procedures.
Even where purchasing responsibilities were assigned to an adminis-

trator position, which appeared to have the trading materials that
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could potentially be effectively used in changing the buying behaviors
of the elected officials {(and the administrator had the desire to do so,
as in Lenawee County), the officers retained control of specifications
and were almost always able to act as the final deciders regarding
product/vendor combination. For the elected officials in these study
counties, the formal organizational form of the procurement system
within the county does not appear to significantly affect buying

center participation or the roles played.

Appointed Department Heads

In contrast to the straightforward case of the elected officials,
there were differences across the organizational alternatives in the
roles played by the actors for buying centers involving departments with
appointed heads. This varied from the situation in Lapeer County, where
the appointed department heads were in the same decision~making position
as the elected officials for almost all purchases, to the counties with
central purchase of office supplies, where for that type of purchase the
department heads might only be able to play a minor Influencer role.

For other purchase types, there may be uncertainty as to the ability of
the department head to play certain roles for any particular purchase:
as in Van Buren County and in Lenawee County under the Administrative
Coordinator, in some cases the department heads will play the decider
roles while in others the board or a board committee may make the
important decisions.

Regarding the patterns of buying center participation for
these departments and the differences between the formal procurement

function organizational alternatives, two conditions can be noted:
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1. It is over these departments that a board of commissioners comes
closest to the pure power of command; in a conflict with the
board, these appointed officials have little or nothing with which
to bargain or trade. Yet for many buying actions, these depart-
ments do have decision—making control regafding activities that
may directly affect purchasing performance in relation to the board's
goal of obtaining optimum value per dollar expended.

2. Where the board of commissioners, or an adminlstrator or other
position assigned purchasing responsibility by the board, does
play important roles in the buying centers for these departments
within a formal organizational alternative, this level of partici-
pation comes through a more effective exercise of command power
rather than through the use of trading materials within an exchange
relationship.

The results in the study counties are not only time and situa-
tionally specific as to the markets faced by the counties (as considered
earlier), but also as to their general financial conditions. The
purchases included in the preparation of the buying center diagrams
were made during a period of general financial stress in counties, and
each of these units was facing important fiscal pressures. If a board
of commissioners cannot participate in county buying centers in certain
ways when the pressures and motivations for doilng so are highest, they
cannot be expected to during a period of more abundant revenues.

Thus within these study counties, the '"old courthouse gang,"
composed of the officials elected from a county-wide base, still
retains 1its powers. The formal purchasing policies or some kind of

superficial paperwork procedure may provide the appearance of central
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control. Despite statute law and any formal purchasing rules, the
elected officials have a general ability to exit the system, an option
not available in private business settings. (The appointed depart-
ment heads also generally lack this option, although in some cases
they may adopt tactics to obtain the same ends.) The organizational
forms of the procurement function, then, appear to have little effect
upon the ability of the gang's members to get what they want, to apply
their own criteria and their preferred weights in procurement decision

making. .

Review and Summary

The general literature on the behavioral theory of the firm is
the source for the four categories of variables that are the deter-
minants of organizational buying behavior within the Webster and Wind
model: individual, interpersonal, organizational, and environmental.
For the prescriptions of the literature regarding the centralization
of purchasing authority to work within an organization and produce fhe
hypothesized performance results, it is necessary for the wvariables
within each of these sets to be somehow "'right": i.e., the prescrip~
tions of the literature might be said to be applicable only to an
"optimal' set of conditions. An analysis of the structure of county
governments suggests that the organizational variables are not "right."
The board of commissioners does not have sole executive power; instead,
executive power is spread throughout county government. This spread of
executive power means that the relationships between the board of commis-
sioners and many of the other important actors in county government can-
not always be one of command. It is a system of shared powers. In

contrast to the implicit conceptual framework of the purchasing
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literature, the form of county government used in Michigan may best
be viewed through a different conceptual framework based on the rela-
tionships among the important actors being characterized by bargain-
ing, with command playing a lesser role. Within an exchange approach,
there 1s a recognition that although there may be the nominal central-
ization of purchasing responsibility and authority, key behaviors
affecting the accomplishment of procurement activities (in turn
determining overall performance in relation to goals) cannot always
be commanded. If the bargaining conceptualization of county government
is valid, the predicted performance differences between the traditional
form of county purchasing and the purchasing function alternatives
presented in a command framework may not be found in applications to

county government. As the study counties illustrated, the orpganiza-

tional centralization of procurement 13 not the same thing as central-

izing all purchasing decision making.

Where the procurement function organizational alternatlves
presented in a command framework or format are not useful in predicting
probable overall procurement system performance, an exchange framework
presents a different basis for predicting performance differences.

It 1s necessary to conceptualize the structure, the rules of the game,
in a different way. Where the ability to exercilse executive authority
through command is limited, the‘trading materials available to use in
obtaining the desired behaviors of other important actors may be a key
variable in determining performance. The procurement function alter-
natives available within county government may be seen as changing the
distribution of trading materials among the actors and the potentials

for their effective use. When the alternatives for procurement function
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organilzation are transposed from a command farmat into an exchange
format, do they then represent real alternatives? Do any of them
represent substantial changes in the location of certain types of
procurement decision making? The study county cases illustrated that
where various changes in the organization of the procurement function
were made, the changes In decision-making participation generally
applied only to the departments with appointed heads: d.e., they affect
actors where the board of commissioners already had its clearest
ability to command. Despite the apparent avallability of more trading
materials to a position like an administrator, participation within
buying centers, the roles played, and the decision-making powers of
many of the actors, particularly the elected officials, did not sub-
stantially change within the different formal alternatives for pur-
chasing function organization. This suggests that for the working
hypothesis (formulated on the basis of the exchange model) to be the
actual case within a county, the determinants of organizational buying
behavior considered above must again somehow be "right'": i1.e., that
the provision of trading materials to a position will change outcomes
only under some "optimal" set of conditions.

This is not meant to imply that on the basis of the study counties
it can be concluded that different buying center participation patterns
for elected or appointed officials cannot result through the exercise
of command or through the use of trading materials within bargaining
processes. All county purchasing systems will be to some degree unique.
In practice, purchasing systems are hybrids: combinations of the ideals
suggested in the literature, bits and pieces from other purchasing systems

staff members may have had experience with, previous operating practices
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and procedures, past traditions, and modifications for expediency.
All counties will be facing different sets of variables within the
categories of individual, social, and organizational factors. Recall,
however, that because all governments purchase various commoditiles
and services necessary for theilr operation, the tendency has been to
assume the applicability of a single set of prescriptions covering
all government procurement functions. The above discussion indicates
that there is a need, i1llustrated by the study counties, to develop
prescriptions for use where some "optimal" set of conditions does not
exist.
Structure: The Nature of Trading
Processes in County Government

In the case of the elected officials, why didn't buying center
participation and roles change when an administrator was assigned
central purchasing responsibility and authority, despite the apparent
control of important trading materials by that position? Potentials
for trades is not the same thing as actually making use of materials.
With increased assignment of responsibilities, a person in a position
assigned some degree of central purchasing responsibility would also
have to be concerned with how his set of trading materials would be
used in affecting other important areas of government operation. (For
example, an administrator must be ready to respond to the agenda-~
setting abilities of elected officials.) In choosing among possible
areas for using his limited resources, an administrator would have to
consider his abilities to claim credit for good performance {(or if good
performance could even be identified and demonstrated). The priority

given to procurement matters could thus change over time. The priority



249
given to the procurement area by an administrator, however, does not
provide a complete explanation; consider, for example, the Lenawee
County Administrative Coordinator, who has taken his assignment in
central purchasing very serilously, as evidenced by the proposed
purchasing policy and anticipated implementation. A more satisfying
explanation for lack of change may be found in the basic nature of
the trading processes within county government.

Within the institutional structure - behavior - performance
paradigm, this returns to the question of structure. The three major .
dimensions of structure listed by Shaffer and Schmid are property
rights, rules of representation, and jurisdictional boundaries.l
The first two have been topilcs of discussion throughout this research.
Property rights in a government context refers to the rights and
obligations placed with an individual or group acting as agent for
a governmental unit. Participation in procurement decision making
may be described in terms of rights, for rights specify the rules
concerning what has to be taken into account in decision making and
what is internal to the decision-making unit. Rules of representation,
the rules for making rules, has also been addressed; for example,
note the abilities of the important actors to btlock or force changes
in county government. The importance of jurisdictional boundaries in
affecting relationships among the actors was also noted; actors are
often able to protect their own interests because the legal limits
on the authority of the Important participants are not always clear.

At any point In time, the actuval limits on authority and the rights of

lShaffer and Schmid, p. 7.
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the actors are, to a degree, a matter of the mutual recognition
of the parties; this sets the stage for bargaining and trades. The
concept of jurisdictional boundaries also contains some additional
dimensions that may be useful in explaining the participation
patterns found in the study counties.

Shaffer and Schmid list sense of community and homogeneity as two
éf the basic concepts of importance in analyzing jurisdictional
boundary questions.l Homogeneity refers to tastes and preferences;
the basic question 13 of whose preferernces are to count.. Where
there are conflicting interests and demands among those who actually
participate in a buying center, the final procurement decision of
the center is necessarily a compromise. The procurement decisions
coming from the buying center might then be viewed as being made by
informal coalitions, where there are not only conflicting interests,
but also some degree of mutual concernms. This Implies a sense of
community, a feeling of belonging to a group. What degree of mutual
concern can be expected within county governments? The earlier dis-
cussion of the nature of county government and the trading materials
available to the actors indicates that there is much less direct inter-
dependence among the components of county government than between the

departments of an organization producing a physical output for sale in

1Shaffer and Schmid, p. 8. Two other concepts are listed: exter-
nal effects and economies of scale. These have played a part in the
analysis. The concept of external effects refers to what effects of
transactions decision makers must consider; this has been a major focus
of the research in examining the conflicting interests of the board and
the other ilmportant actors. Economies of scale have been considered,
both physical (such as might result from the application of 'specialized
knowledge through the consolidation of purchasing activities within a
unit of government or among units), and pecuniary (such as in the con-
solidation of needs in order to try to achieve possible price benefits
of volume buying).
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the marketplace. That is, each department in the county can generally
produce its "outputs' without depending upon other departments for
important inputs. Where there is little functional interdependence,
there is less communication. (If other actors have resources you need.
for your outputs, there must be some form of communication.) Given the
limited command powers of the board of county commissioners, there
appears to be much less communication within a county government than
might be expected for a single government entity. This sets a very
different stage for participation in procurement decisicn making than
where the units are functionally interdependent.

The basic departmental strategy is relatively simple: it is not
a matter of trying to control the degree of buying center participa-
tion by '"outsiders" (i.e., the board of commissioners), but instead the
goal is simply to eliminate outside participation (while perhaps
retaining some formal type of participation to retain the appearance
of outside control by the board). There is great concern for boundary
maintenance and the ability to control all dacisions that could affect
a department within that dupartment. Conflict resolution within county
government, in this and in other areas, generally places most emphasis
on the use of '"negatives" in bargaining situations; i.e., field obser-
vations indicate that most of the bargaining in county government invel-
ves "bads'" or the attempts to avoid bads, rather than ''goods." (The
conflict and tension surrounding the necessity of reducing budget sizes
may increase this tendency.) The examination of the potential trading
materials of the actors in Chapter IV revealed that most of them revolved
around such "bads'; e.g., the ability to stop a flow of information or

some other power to do scomething that would harm another actor. The lack



252
of functional interdependence also means a lack of "gcods" to be
used in such situations. Once a buying situation involves more than
persons within a single department, face-~to-face contact and persuasion
among members of the buying centers are more likely to occur only in
adversary situations.

The exchange framework arguments for the centralization of purchas-—
ing responsibility and authority, which would lead to changes in buying
center participatidn and the decision-making power of the partici-
pants, are based on assumptions of functional interdependence and a
greater degree of mutual concern than are the case within most county
governments. Changes in the organizational form of a county within the
procurement system options are not likely to lead to changes in the
functional interdependence of the departments.l

The use of a hired county administrator, a county controller, or
other similar position represent alternatives that potentially involve
the use of "goods" rather than "bads" in the trading process. For
example, of most importance may be a position's role as gatekeeper in
controlling the flow of information to the board of commissioners in

areas other than procurement. While this might appear to be a

lThe flow of information within and into the buyilng centers may be
affected in more subtle ways than through changing the distribution of
trading materials within county govermment. For example, it is well
recognized that the flow of work and the interaction among people within
an organization are interdependent. Thus, a formal paperwork flow for
purchasing within a county may have some effect on the nature and levels
of interaction among the important actors. Thus even where the paper-
work flow is meant only to assure a check on the availability of funds
under a particular line~item before a purchase is made (f.e., it doesn't
affect the ability of the departments to detarmine specifications,
vendors, etc.), there may be some impacts on participation in buying
centers for particular goods through changing interaction patterns in
particular ways. The nature of county government, however, would
appear to limit the impacts of such changes.
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significant change, the nature of the trading processes that could
occur have also changed. Bargaining can now occur at two levels:
between the departments and the purchasing agent or administrator, and
between the departments and the board of commissiomers in attempts to
get around the admiﬁistrator and his purchasing requirements. It
appears that at least in the study counties, the elected officials'
powers in relation to the board of commissioners is so strong that
they need not be greatly concerned with the intermediate adminis-
trator position: they can get what they want directly from the board
in this and in other areas. Despite having what this researcher first
identified as potentially effective trading materials; the adminis-
trator position does not seem to be able to block the direct access
of the elected officials to the board of commissioners.

The concept of the sense of community encompasses the variable
of the strength of the board of commissioners in the framework for
county govermment procurement given in Chapter III. In a broader
context, it is seen that the variable would better be labeled

' which in a purchasing sense refers to the

“"organizational climate,’
nature of the communications between buying center members and the
support that the members of a buying center have from others.
Bonoma and Zaltman note:
Generally, organizational climate differences have mot proved to
be effective predictors of differences in buying patterns, decision
strategies, or effectiveness. However, it may be that the problem
is a simple one of definition and conceptualization and not of the
irrelevancy of the concept.l

Shaffer and Schmid state:

lBonoma and Zaltman, p. 15.
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The sense of community is a concept which is difficult to

make operational or to quantify. This is a tough intellectual
job. Our current level of knowledge causes much policy failure
(which simply can't be blamed on the establishment, etc.) Pro-
grams and policy proposals that assume a sense of community which
does not exist will not get support and will likely fail. Thus
the assessment of the set of attitudes and beliefs which define
the extent of the sense of community is an important aspect of
policy and program development,l

The attitude of the key members of the board of commissioners
regarding the elected officials found in the study counties varied
greatly.2 For example, in Lenawee County, the members of the board had
some general recognition and respect for the independence of the
elected officials; the act of hiring a county administrative coordina-
tor-reflected a pattern of cooperation and communication among the
actors. In Lapeer County, however, some members of the board stated
directly that "We run this county." Their attitude towards the elected
3

officials was that they were simply county employees, nothing more.

A similar attitude towards the non-general fund agencles has lead to

lShaffer and Schmid, pp. 8§-9.

2Among most boards observed both in the study and other counties,
there are usually one to three members who exert strong leadership within
the board and set the tone for its relationships with the other actors
wilithin the government. In this sense, the board might be said to have
an aggregate character, even where very few decisions are unanimous.

3For example, the leadership of the board indicated that they
considered Attormey General Opinions relating to the independence of
the elected officials' offices merely advisory, and that they could
effectively be ignored. (An example was the board’s direct purchase
of time clocks for all departments without any consultation with de-
partment heads. Extended conflict with the elected ocfficials did
result in $3000 worth of time clocks going into storage, but they were
never returned to the vendor; some of the beoard members do not consider
the matter settled.) This attitude has been a sore point with all
of the elected officials in the county.
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continuing conflict. In virtually every department there was talk
of a general atmosphere of distrust within the county government.
Persons who have worked in more than one county claim great
differences exist in organizational climate, in particular through
boards of commissioners with very different aggregate characters;
most mention differences in percelved level of conflict within a

county.1 Within this study, this concept remains a kind of primitive

lMichigan Public Act 26] of 1966 changed the form of the county
government policy-making body, creating the county board of commissioners
in place of the board of supervisors. This state legislation, which
instituted a system of elected commissioners from single-member
districts of equal population, was required by the U.S. Supreme Court's
"one~man, one-vote'" ruling. (Hank Avery v. Midland County, Texas,
390 U.S. 474) Ver Berg describes the situation under the old board
of supervisors as follows:

Prior to that decision, county board members did not necessarily
represent nearly equal numbers of people. . . . a part of the
county board's members were township supervisors and others were
selected from cities. According to the law, the number of county
commissioners representing a city depended on the size of the
city. Each city charter specified whether the city's represen-
tatives were elected or appointed. Some city charters specified
that certain city officials, such as the mayor or city manager,
were to represent the city on the county board in addition to
other duties. (Ver Berg, p. II-9.)

While this change in format of representation may have resulted in some
of the expected outcomes, it may also have resulted in some unintended
consequences: change in the general organizational climate of county
government, resulting in a higher level of conflict. Members of the
board of supervisors did tend to represent another unit of government,
a township or a city, but this also meant that such unit was their
primary focus of attention. County government was a sideline with most
of them; the boards would rarely meet more than once a month, with the
purpose of loosely overseeing what was going on at the county level.

If games of power were to be played, most occured back in the home
units of the supervisors. Under the present form, the county govern-
ment becomes the home unit for the commissioners, bringing with it

an increased tendency for there to be war-like activities within the
counties.



256

term, something that must be experienced. Difficulties certainly
remain in adequately specifying this variable in quantitative terms.
The indication here, however, is that the organizational climate is
a very important variable; e.g., it will be reflected in whether the
board takes a management/control or a service approach to purchasing,
or some particular balance of the two. This is alse a variable that
can change drastically with changes in the membership of a board.

It 1s this possibility that must be considered in developing pre-
scriptions; it cannot be assumed that the character of a board of

commissioners will remaln constant over time.l

The Effects of the Individual
on System Performance

The usual assumption underlying the prescriptions for purchasing
function organization imply that different types of buying centers
will result from the adoption of different forms of purchasing
systems open to county government. The purchasing process is seen as
one of rational economic choice, and the buying centers' aggregate
role is viewed as one of information processing. Within this approach,

the form of the organization is identified as the important determining

10rganizationa1 climate in the purchasing area is obviously not
only a function of the members of the board of commissioners; it can
also change with turnovers in the officesof other elected positions.
In Genessee County {(much larger than the study counties), the Pur-
chasing Agent said that the system did not begin to work well
afer his appointment until all the elected officials had been replaced;
the prosecuting attorney strongly opposed the purchasing policy and
operation for twelve years., A new official coming into an already
operating system is less likely to raise complaints about it or to see
it as an area for bargaining. (The degree of cohesiveness among the
elected officials and their pattern of contacts will affect this.)
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factor.l The earlier discussion indicated that for county govermment,
the organizational variables or factors may not be "right" or
"optimal" for the successful implementation and operation of the
purchasing organizational form prescribed by the literature.?
The exchange approach also starts by looking at the organizational
form as a key determinant, and again the same conclusions were reached;
This has painted a very negative picture of the possibilities for
cooperation, coordinated action, and change within county government;

The earlier discussions concentrated on relational variables,
those factors pertaining to the nature of the comnections between the
actors; i.e., the variables of concern have had nothing to do with the
skills and other attributes of those actors. Organizations, of course,
are made up of people, people who have the potential within the
confines of the organizational form to insert some positive elements
inte this picture of county government. The possibility is not eldimi-
nated that the intervening variable in the conceptual farmework, the
personal characteristics of the person assigned purchasing responsi-
bility, could not, through interperscnal processes, overcome Some
of the blocks and difficulties presented by organizational factors.
For example, regarding the exchange approach to organizational rela-

tionships, Schmid and Faas hypothesize:

lpor example, the contingency theorists hold ''that organizational
structure is the critical variable in determining the effectiveness
or ineffectiveness of a decision unit's information processing
potential."” (Spekman, pp. 88-89.)

2Webster and Wind define these organizational factors as "The
objectives, policies, procedures, structure, and system of rewards,
authority, status, and comunication that define the formal organiza-
tion as an entity and significantly influence the buying process at
all stages." (p. 34)
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. « » that where few external bureaucratic rules are available,
it will be very difficult to predict how the various development
ingredients will be made available. In this case, the unique
personal characteristics of the bureaucrats become all important.
Their charisma and personal leadership §ualities become the key
to who can get the cooperation of whom.

In addition to the usual explanation categories for purchasing
performance (organizational form and the performance of particular
purchasing activities), there is a third category that is addressed
from a different approach in the literature: the effects of the
individual on overall purchasing performance.

A last item in a Detrolt study list of primary activities
affecting price performance is Managément. This term was applied to
situations of multi-person purchasing departments, with the activity
of management referring to providing necessary information to buyers,
assuring that adequate time is devoted to research and decision
making, and generally giving encouragement and motivation to buyers.
If purchasing responsibility is centralized in sﬁaller county govern-
ments, however, it 1s usually handled by no more than one person along
with some clerical help. The term “management" would instead refer
to the get-up-and-go of the responsible individual and his abilities
in self-motivation and direction as well as his expertise in procurement.

The purchasing literature places great emphasis on the effects
that purchasing personnel have upon overall purchasing performance of
an organlzation. The literature contains many studies attempting to
identify factors that make for a good purchaser and on the measurement

of individual buyer performance; emphasis is placed on factors that

affect his decision making, with a large literature focused on how to

1Schmid and Faas, p. 152.
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sell to individual purchasing agents based on thelr personal charac-
teristics. Webster and Wind are typical of those aiming at under-
standing the buyer in order to be more effective in influencing his
buying decisions and selling to him.,
At the heart of the organizational buying process, then, is one
individual--a person both influencing and influenced by the other
persons around him and by the organization and its various sub-
systems, Imbedded within these various influences, the individual
makes his unique contribution to the workings of the organization.
To understand organizational buying behavior, we need to under-

stand also the behavior of the organizational buyer as an
individual.l

It is well recognized that the economics of a market for a particular
commodity is not the only factor influencing the decisions of a
purchasing agent and thus prices-paid performance.

Countrary to popular belief, the Leavitt study demonstrates that

industrial buying behavior is not strictly guided by economic

considerations but is powerfully affected by more subjective

factors, not the least of which is the personal character and

background training of the decision maker. 2

Although the literature recognizes the importance of the

individual in determining purchasing system performance, there are no
well-egtablished methods of comparing performance outcomes on the
basis of this general variable that would be useful in comparing county
governments. This intervening variable, however, must be recognized as

an important alternative explanation of purchasing system performance.

That is, Spangler's assertion that a skilled person will find ways

lyebster and Wind, quoted in Corey, p. 1l49.

2Corey, p. 152, referring to Harold J. Leavitt, "Applied
Organizational Change in Industry: Structural, Technical, and Human
Approaches,'" in William W. Cooper, Harold J. Leavitt, and Maynard W.
Sheely, II, eds., New Perspectives in Organization Research (New
York: John Wiley and Somns, 1964), pp. 55-71.
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around many of the obstacles presented by organizational form may be
true to an extent in any organization. Although no direct comparisons
were made among the study counties within this exploratory study, the.
study county cases suggest some important limits on the ability of
an individual assigned purchasing responaibility to affect procure-
ment system performance, either through purchasing expertise or
through interpersonal skills. Constraints on the performance of parti-
cular purchasing activities have been considered throughout this work;
e.g., inability to control or influence specifications, limits in the
use of objective value analysis results. This may also be considered
in another way: the position's ability to adopt and successfully use
tactics aimed at affecting the control of procurement decision making
within a county.

Assume a county has hired a trained professional purchasing agent
that indeed has important skills that could result in improved pur-—
chasing performance in relation to the board's goals were he allowed to
exercise them fully, and that he also has highly developed inter-
personal skills. What happens when he recognizes that buying centers
are involved where he may not easily have full control of purchasing
decisions and thus will not be able to use all of his purchasing
skills? He might choose to reaspond to the incentives of the situation;
i.e., in many cases he will in effect be rewarded for minimizing
conflict. On the one hand, he may realize that the stability of his
position depends in part on his willingness to bend to the preferences
of the department heads. On the other hand, boards of commissioners
would tend to favor a purchasing agent who didn't keep things stirred

up: they prefer to choose their own battles with department heads.
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Given some acceptable level of performance in relation to the
purchasing goals of the board, the purchasing agent may be rewarded
for keeping the peace.

Assuming such a person has a different level of ambition, how-
ever, he can be expected to adopt certaim tactics to increase his
span of control. What outcomes from the use of particular tactics
can be expected in the county government situation?

Strauss has examined the tactics used by purchasing agents where
the position had approximately equal status with other organizational
members.l He formulated five categories of tactics: rule-oriented,
rule-evading, personal-political, educational, and organizational-
interactional tacties.

1. Rule-oriented tactics: These have a purchasing agent
pushing for the adoption of formal rules, or for the en-
forcement of existing formal rules, that would allow the
purchasing agent to exert authority in decision making.
The earlier discussions of the nature of county government
indicate the severe limits on the successful use of this
type of tactic.

2. Rule-evading tactics: This type of approach involves inten-
tionally exceeding formal authority, such as in buying a
different brand than requested by a department. While in some
areas of county government operation, powers and authorities
do accrue to positions through tradition and habit, earlier
discussion indicated that it is unlikely in the procurement
area.

3. Personal-political tactics: These include the use of
personal friendships within the organizatiom, but also the
use of l1llegal activities, such as buying items through the
county for individual's personal use. On the legal side, while
friendships may help increase his influence on a pilecemeal
basis, when the large number of individuwal units within a
county government are seen, this approach is unlikely to
increase the gspan of control in a systematic way across
the county.

1George Strauss, '"Tactics of Lateral Relationship," Administrative
Science Quarterly 8 (September 1962): 161-186.
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4. Educationmal tactics: This may present the best chance for a
purchasing agent to extend his input to purchasing decisions
within county government. He may have some ability to
provide a flow of information in many cases, or at least
have access to information that others do not or do not have
the time to obtain.

5., Organizational-interactional tactics: This is similar to
rule-oriented tactiecs, but is concerned with making formal
changes in the organizational structure in a way that
enhances his involvement and control of purchasing decisilons.
Earlier discussion covered the severe limits on this
approach within county government.

County pgovernment thus appears to place more limits than a private
business setting might on a purchasing agent's ability to exercise

his professional expertise through increased control over buying
centers. In any particular case, it could be that a county would be
paying a professional purchasing agent for expertise that he cannot use.
As indicated in the section on the nature of county government, efforts
at increasing his control can easily lead to conflict and instability.
Thus although the individual can achieve impacts on system performance,
and this must be recognized as an important alternative explanation
for abserved performances, some important limits are created by the
organizational form of county government.

Earlier discussion of the need for a service approach within

county government indicates that the orientation of the purchaser

may be the key: does he present the procurement system as a service
to departments or as a control tool? This would set the tone for all
his participation in procurement decision making, and taking a service

approach would indicate his recognition of the importance of ccoperation

and the limitations of his ability to command.
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Implications for the Organization of
County Government Procurement

The previous discuésions indicated that purchasing is not the
rational economic decision process that is assumed to underlie the
prescriptions of the literature. The usual assumption has been that
politics is not as important as economics; the prerequisites for
effective purchasing have generally been presented as being matters eof
technique. It might be that.in any particular county situation; the
prescriptions of the.literature regarding the centralization of
purchasing responsibility and authority could indeed be implemented
and successful in relation to particular purchasing goals; there is
nothing in this exploratory study to discount that poasibility; But the
study counties’ cases do present examples of where attempted imple-
mentation has not brought about the desired results. This again points
out the need for the development of prescriptions for use where some
"optimal" set of conditions does not exist.

The examination of the study counties revealed some s<ts of
outcomes that might be expected under different formal organizations
of the purchasing function. These formal alternatives found in
statute, however, may not present the best format for thinking about
potential changes in procurement operations., Are there other alter-
natives not yet considered that might be expected to lead to different
outcomes?

Options for Changing Board Participation
in Procurement Decisions
Some boards of commissioners will have opportunities for changing

thelir direct level of participation in procurement decision making in
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both the command and the bargaining modes.

Within the area of the power to command, earlier discussion
indicated that the tools available to a board of commissioners generally
iie within a yes/no context: whether or not to allow a particular
purchase, whether or not a claim covering a purchase will be paid, and
so on. Thus, as in other areas, the board's control in procurement
decision making is essentially outside of the buying center, except
for some participation in the step of the identification of need; In
the case of the elected officials, the tools they can use are of an
extreme nature: 1.e., outright refusals, the kind of tool that in other
political situations would not be used until all other options had been
exhausted.

At this level, the board's real control tools are exercised
through the preparation, approval, and execution of the budget. If
the board's only effective command tools are within the budgeting
process and are of the yes/no type, the question is, "If the board
wants to exercise these options, where in the purchasing process
should it be done?" 1I.e., should it be exercised primarily during
the budget preparation process, or in the budget execution process?
Then in the latter case, should it be before or after a purchase has
been made?

Earlier discussions stressed the necessity of cooperation among
the actors for the smooth operation of county govermment; in particular,
conflicts among the important actors can lead to breakdowns in the
flow of information to the board, information that can bhe critical in
management and policy decisions (e.g., information necessary for the

assessment of the current financial condition of the county government).
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Attempts to enforce a strict central purchasing policy of the type
' prescribed by the literature or other attempts to control the decision
making for purchases for the departments, particularly those of the
elected officers, can lead to high levels of conflict and actions by
other actors to impose ''bads" on the board of commissioners. With
conflict having such high potential costs, a board might look for a
strategy for participation and playing particular roles in buying
centers that would present the lowest apparent probabillity of generating
such conflict. Based on the situations in the study counties, this
 goal would mean that the command option (i.e., in the yes/no format)
would produce better results 1f exercised during the budgeting process
rather than during budget execution.

By law, the budget that the board of commissioners adopts for
the county represents only tentative authority for the departments
to spend, and the board may make changes in the allocation during budget
execution and may also specify (within limits) further processes and
procedures that must occur before actual purchases can be made. (To
carry effective legal weight, the latter must be listed or referred to
in the appropriations act.) What the law says, however, does not
necessarily determine how the important actors percelve it; what they
believe about it is more important in shaping their responses to the
actions of the board of commissionmers. 1In the study counties; and in
field observations in other counties, virtually all elected officilals
share a common perception and belief that once their departmental
budget totals are set, they should have complete power in determining
how the money is to be spent; i.e,, they should be able to shift funds

among line items without permission of the board, so long as they do
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not exceed the total appropriation.l In shaping the behaviors of the
elected officials and other department heads, what the law says
about tentative authority to spend may have little impact; a simplified
view of the elected officials' position would be that once the budget
is set, 1t should be too late to argue about whether or not a particu-
lar piece of equipment should be purchased.

If the board of commissioners is not likely to be able to take
on important procurement decision making roles within buying centers
through the adoption of formal purchasing organizational alternmatdives
or is not otherwise likely to be able to exercise its command role in
budget execution without creating conflict that can carry over into
other important areas of county government operation, the board's
primary opportunity for exercising command power will be during the
budgeting process; i.e., making changes in budgeting procedures that
will allow more detailed examination of proposed purchases at that
time.

Through its ability to determine line-item totals and allow for
certain types of purchases to be made (i.e., under the categories

defined by the line-item titles), the board will have some implicit and

1In these counties, appropriations were made on the basis of line-
items; i.e,, shifts in funds among line items within a department's bud-
get requires formal action by the board or a finance committee. A bud-
get may be adopted by the board that does permit departments to make
such changes without board permission, but commissioners have rarely
been willing to allow general fund departments such freedom.

Note that in Lapeer County the board appeared to share this
perception. The board of commissioners' secretary indicated that the
board had a "mind set" that generally prevented it from refusing any
purchase that had originally been in the budget.
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explicit powers in determining the general shape of specifications,
particularly for large items, and may in some cases be able to
specify procedures to be used in making a purchase in some detail.
The determination of specifications 1s perhaps the most Iimportant area
for control in terms of the goal of obtaining the o7timum value per
dollar expended; obtaining the loweat price for an item of a given
quality level is not important if a lower quality item, available in
a much lower price range, would have satisfied requirements in use.
To raise questions about the suitability of a specific requested item
for its intended use (i.e., the real need for a particular level of
quality) during the budget formulation process is to bring the activity
of value analysis out of the departments and open it to the partici-
pation of the board.

This calls for a compression of what in many cases has been a
two-step ldentification of need process; i.e., a typlcal process
involves:

1. The establishment during budget formulation of line-item
totals based on a general perception of the specifications
of the requested items, and

2, The establishment of exact specifications for a purchase either
by the department itself or through a committee approval
process during budget execution.

There is some overlap between the two steps, for the department heads
will almost always have an idea of exact specifications and quality
level desired in order to make budget estimations. This is almost
always necessary for budget preparation and justification. The degree

to which the board of commissioners examines the details of proposed
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purchases during the budgeting process, however, is highly
variable. The complexity of the budgeting process (particularly
where the board kmows 1t is working with incorrect or incomplete
financial information), often leads a board to routinely postpone
such examination until budget execution. Such postponment, however,
presents the potentials for increased conflict, as considered above.
During the budget formulation process, the board's command powers
are more generally recognized as legitimate by the other important
actors within the®*government. Exercise of command powers during the
budget execution steps appears to present greater probabllity of
conflict, the effects of which can carry over into other important
areas of county government operation.1

If exact specifications for all purchases were to be set during
budget formulation, the process would become so time-consuming that
few counties would ever finish. Actual opportunities for exercising
this option may be very limited in many counties, depending upon the
current form of the budgeting procedure.

Following the same line of reasoning, the board may have some

potentially effective options falling within the bargaining category

lFriedman's work on municipal budgeting indicated that the increased
detail in the budgeting process required by such an approach would be
opposed by department heads. His findings were that department heads do
not want to have accurate information (i.e., fipancial, market, or price
data or forecasts) avallable at budget time; such information would
limit their flexibility. Department heads instead wanted to be able to
justify their proposed expenditures only on the basis of "my profes-
sional expertise and experience.”" I do not have enough knowledge
about budgeting processes to consider the unintended consequences of
a move by a board of commissioners to consolidate the identification
of need activity within budget formulation. Consequences can be
expected to vary according to the extent involved; i.e., what lower
limit on purchase value would be placed for detailed examinations.
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during budget execution. While the purchasing position of a county
administrator or gimilar office is usually presented in a command
format, in practice a service approach could instead be used. The use
of information is the key, with the position assigned central purchas-
ing responsibility attempting to fill expertise gaps and otherwise
recognizing and making use of its potential gatekeeper roles. (Earlier
discugsion indicated that the tactics for expanding contrel most likely
to be successful within county government were educational in nature.)
An intentional approach in combining the use of information flows and
a service orientation can produce desirable results from the board's
point of view: witness the use of central stores in Lenawee County
and the increased ability to control purchasing activities following
the establishment of specifications even for elected officilals in

Clinton County.

Cooperative Purchasing and Information Sharing

The examination of participation in buying centers, the roles
played, and the control of decision making covering particular
purchasing activities indicated limits on prices-paid performance.
(These are in addition to the limits resulting from the small total
quantities purchased, such that alone few counties could break through
any volume price barriers.l The obvious alternative is to look to
cooperative purchasing with other entities; strategies would have to

focus on structuring the procurement function to affect abilities for

lEven 1f the central purchasing operation prescribed in the
literature could be implemented, changes in operations (allowing the
consolidation of orders, standardization, and so on) in order to try to
achieve pecuniary economies of scale, may not allow any actual cost
savings for counties below some critical size level.
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entering cooperative purchasing arrangements. Just as the political
climate in county govermnment may preclude the effective use of the
literature's prescriptions on centralized purchasing forms, it may
also be limiting to the types of cooperative purchasing arrangements
that are likely to be used. For example, the literature suggests
that sharing professional purchasing personnel among counties, cities,
and other units would lead to significant savings. Tf, however, the
elected officials heading the major county general fund departments
are unwilling to give up control over purchasing to a central depart-
ment within the county, 1t would be unlikely that they would be will-
ing to make all the necessary compromises to buy with other units of
government, Cooperative purchasing of the form of the state programs
would appear to be the most appealing to the semi-autonomous depart-
ments; it would represent the sharing of personnel and the benefits of
volume purchasing without the necessity of having to reach agreements
with other units about the allocation of personnel and the sharing of
costs: participation is relatively painless.l
Hardwick states the theoretical requirements for successful

cooperative purchasing:

General logic dictates that successful joint purchasing among

independent units is partly dependent upon the existence of

centralized and professionally adminligtered purchasing practices

within the cooperating jurisdictions.

In interpreting Hardwick's proposition, it might be better to

1Recall also the example of "cooperative" purchasing of food in
Lenawee County. The same would apply to cooperative purchasing
among the same departments in different units; e.g., for Sheriff's
Departments in a number of counties,.

Zardwick, p. 13.
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conceptualize the major county departments and agencies as separate
governments rather than as making up a single government. Creating
situations which allow the type of decisions neceasary to take part
in cooperative arrangements regquires facilitating flows of infor-
mation among the departments, insofar as participation in cooperative
purchasing would seem to be a function of the information held by
departments.

Such a conceptualization is supported by the lack of knowledge
at the county level about state purchasing programs open to local
governments., In the past, for example, direct mallings have been
used to publicize the Extended Purchasing Program to all local units
of government. Yet an examination of county participation in the
program reveals relatively few counties participate to any extent,
and usually only for a few departments within a county, although
they are buying similar items to what other county departments are
purchasing elsewhere. Because of departmental independence, there is
no assurance that 1f such information is malled to one address within
the county government that others would ever become aware of the
programs, much less obtain enough information to prompt them to
abandon other established purchasing relationships.

Levine and White note that the relative independence of an
agency {(i.e., how dependent it is on others for inputs) determines how
much it Interacts with other agencies. In the county government con-—
text, this can be seen as the level of communication with the board of
commissioners or an administrator. With the area of dependence being
the budget (and the actions of the board along a yes/no format), the

interaction patterns in most counties are limited in structure and type
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in such a way that they do not lend themselves to systematically
spreading such information. Because of the nature of the rela-
tionships among the departments and between the departments and the
board of commissioners, there appears to be a need for systematic
information sharing wifhin county government.if the potential
benefits of availlable cooperative purchasing arrangements are to
be realized.l

County government procurement, because of the spread of execu-
tive power and the dbargaining nature of the relationships involved,
can also best be viewed in terms of cooperative purchasing among
independent units. But there are important differences: (1) in inter-
governmental purchasing, unltsusually have the exit option, where
for intragovermmental purchasing there are other ways for voice to be
used, and (2) the bargaining and negotiating between government units
are over a fairly small and specific set of items - how the costs and
benefits of the arrangements are to be shared; potentials for
affecting other operating areas of other units of government are not
great. These possibilities -again stress the need for a board of
commissioners to approach purchasing within budget execution from a
service orientation rather than as a control function.

Cooperative procurement activities do not have to be restricted
to actual purchases; an important area of alternatives covers various
systems of information sharing on vendors, vendor performance, and

prices among units of govermment. The literature stresses the impor-

tance of face to face communication between purchasers within the same

1

The actual benefits in prices-paid available through cooperative
purchasing arrangements remains open to question. See the appendix
for a discussion.
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industry for information acquisition; yet there is almost none among
purchasers in different counties.l This 1s a common situation for
organizations: the GAO hospital study found there was virtually no
information sharing between hospitals even in the same city.

Most purchasing agents in the hospitals visited said they were
unaware of what other hospitals were paying for routine supply
items. Several hospital purchasing agents said that traditionally
purchasing agents do not exchange information on what they paid
for supplies. Several group purchasing association directors

said that purchasing agents do not divulge the prices they pay
because they may be obtaining supplies at prices higher than what
others pay, and this could cost them thelr jobs. The directors
also said purchasing agents do not tell others of the prices they
pay because the vendors instruct them mnot to do so.2

Given the range of prices paid for comparable commodities found in the
GAO study, vendors have a great interest in isolating their markets.

{(See the appendix.) To counteract the costs to hospitals of such

1The behavioral theory of the firm suggests that governments will
move from the familiar to the unfamiliar in searching for information
for problem solving. Thus in organizational learning, for many firms
the performance of similar organizations becomes an important measuring
stick. (See Richard M. Cyert and James G. March, A Behavioral Theory
of the Firm [Englewood Cliffs, New Jersey: Prentice-Hall, 1963].) But
county governments do not seem to be sensitive to the performance of
other counties: they generally have no idea of how particular operations
are accomplished in their close neighbors. The question about purchas-
ing most frequently asked of me when I visit counties i1s, how do other
counties do it? The means for and extent of information sharing inm this
area appears to be very limited. Day to day job responsibilities and
pressures (and perhaps the part~time nature of the position of county
commissioner) usually prevents persons from gathering this type of
information. I have found counties to be completely ignorant of how
purchasing is done in their nearest neighbors. Thinking of procurement
systems as encompassing some simple forms of technology, the litera-
ture on technology transfer reveals that the use of a techmology at one
unit does not mean natural flow to all units. A study of innovations
in state agencles, for example, found that technological leadership by
one agency does not extend to other agencies in the same state. (Irwin
Feller, Alfred Engel, and Donald Menzel, Diffusion of Technology in
State Mission Oriented Agencies [ University Park: Pennsylvania State
University Institute for Research on Human Resources, 1974].)

2U.S. General Accounting Office, Hospitals, p. 6.
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secrecy, the GAO recommended a system where Medicare intermediaries
would gather price information from the hospitals they serve: the GAO
jdentified the lack of knowledge about what was belng paid by others
for routine supply items as the major cause of the great price
differentials found. Through redefining the rights of vendors in
selling to governments, it might be in the genmeral taxpayer's
interest to have a similar system of information sharing for county
and other local units of government, covering both prices and
vendor performance.

Potential State and Federal Government

Requirements Affecting Purchasing
Function Organization

Potential state and federal government requirements that could
affect the purchasing function organization within county governments
are also based upon a command format: the desire is to affect how
a result is achieved. As Schmid and Faas note, in addition to trying
to influence the mix of inputs used to try to achieve certain ends,
outsiders may also try to structure administration as a condition for
grants and loans.1 If the requirements imposed on counties do not
recognize the nature of county government as considered in this
research, performance outcomes may be very different than those
desired.

An example coming from the federal government are a set of
standards governing procurement by state and local governments where

particular types of federal grant and loan monies are involved.?2

lschmid and Faas, p. l46.

2D.5. Office of Management and Budget, '"Standards Governing State
and Local Grantee Procurement; Attachment 0 of OMB Circular A-102,"
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This set of requirements was issued in conjunction with a change in
federal policy giving local units more decision-making freedom
regarding how grant dollars would be used; in return for that freedom,
the state and local units would have to adopt a procurement system
that would meet certain federal government norms. The individual
federal agencies making the grants are to conduct formal reviews of
the procurement operations of grantees.

+« « » when a grantee procurement system meets the standards

of this attachment it may be certified by the grantor agencies,

thus reducing individual pre—awaid contract reviews by that agency

of other agencies making grantasa.
Thus if a local government's formal purchasing policy meets the
federal requirements, it would not have to obtain prior approval of
the grantor to make purchases with the grant dollars, except for
noncompetitive and brand name buys over 510,000,

The circular does not require that a centralized form of purchasing
be used, but it does specify detailed selection procedures and methods
of procurement. The decision-making freedom allowed by certification
from a grantor agency presents great incentives for the adoption of
a purchasing policy meeting the federal requirements. While these
could easily be ipncorporated into a formal county policy and procedures
manual, this research suggests that changes in the formal policies do
not necessarily lead to changed outcomes. (To this point, these
federal requirements have not been a factor in county procurement, for

counties have rarely received federal assistance of the type covered

by this circular.)

Federal Régister 44, No. 159, 15 August 1979, 47874-47878.
1

Ibid., 47874.
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The state government is in a position to more directly affect the
organization of the procurement function in county government.
(County governments, within the State Constitution and statute law,
are technically arms of the state government, subject to legislative
impositions.) The state legislature could require that all counties
operate a procurement function based on the American Bar Association's

Model Procurement Code for State and Local Government. This model,

issued in 1979, was intended to be general, requiring local government
ordinances and regulations to flesh it out in actual application.

This model, however, does strongly hold that certain fundamentals are
required, no matter what the form of local government: among these
requirements are the use of a "strong' purchasing agent directing a
highly centralized purchasing operation. It is not surprising that
the model calls for a direct implementation of the traditiomal pre-
scriptions of the purchasing literature, for the ABA project was
intended to translate the major findings of the recommendations of the
Natlonal Assocation of State Purchasing Officials' 1975 report into
legislative proposals. 'The basic recommendations of the NASPO report
served as the guiding principles in drafting the code."l (The NASPO
report framed its recommendations in the form of recommended

statutory coverage granting particular powers of command.) In the
process of writing the Model Code, the Nétional Assoclation of State
Purchasing Officials and the National Institute of Governmental Pur-
chasing, Inc., were also active participants; they have an obvious
interest in promoting the use of a "professional" purchasing agent with

management—-type control and authority.

lABA report on the Model Code Project, dated May 1, 1979, p. 1.
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There have been moves in other states to impose the ABA Model
Procurement Code on local governments.l Although in any particular
county such a purchasing system might be successfully implemented
with the desired results, this study indicates the possibility of a
different performgnce outcome in small and medium size counties:
a superficial purchasing system that gives the outward appearance of
central control, but without actually substantially changing
participation and roles in the buying centers.

Needs for Further Research: Implications

of the Results for County Government
Organization and Operation

The results of this study raise some fundamental questions about
the general structure and operation of county government in Michigan.
The general limitations on the command powers of the board of commis-

sioners or its ability to bargain to obtain desired behaviors in the

1In addition to the backing by the American Bar Assoclation, the
National Assoclation of State Purchasing Officials, and the Council of
State Governments, the U.S5. Department of Justice has issued a
publication strongly supporting the use of the code, entitled A Code
for Better Government. There may be additional pressure from the
federal level for its use. . . . the Model Procurement Code is
likely to play an Importaent role in the management of procurement
under federal grants. 1In its 1978 Report to the Congress, the Office
of Federal Procurement Policy, which is also responsible for regu-
lations pertailning to procurement under grants, refers to the Model
Procurement Code as the main vehicle by which the federal government
might disengage itself from detalled overaight of procurement by
state and local government grantees." (Council of State Governments,
1980 Supgpgested State Legislation 39 [Lexington, Kentucky: Council of
State Governments, 1979].) The National Association of Counties is a
little less enthusiastic: '"Resolved, That the National Association of
Counties recommend that each county study its existing procurement
system 1n light of the proposals contained in the Model Procurement
Code. . ." (National Association of Counties, American County Platform
and Resolutions 1979-1980 [Washington, D.C.: National Association of
Counties, 1979].)
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procurement area have been directly examined, but it is eaéily
seen that these limitations extend into other areas as well: what
is revealed about the nature of the trading and bargaining processes
and the nature of the relationships among the actors will apply to the
entire range of county government operations and functions. This study
has examined only how part of the set of relatlionships among the actors
might be changed; given the results here, we might ;onsider questions
about changing the general overall nature of the relationships among
the actors. .

The board of commissioners is nominally a policy-making body.
Does it make sense for the allocating body of the county govermment to
have so few unquestioned powers? What does this mean for the mix of
outputs to the public when 1t i1s necessary to make budget cutbacks in
times of fiscal crisis? What other limitations on the decision-making
powers of the board in policy making result from the independence of
the elected officials and the spread of executive power throughout
county government? Questions of this nature point to the need for
further study of the powers and functions of the county board of
commissioners and the relationships among the important actors in

county goverrmment.
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PRICE PERFORMANCE OF COOPERATIVE

PURCHASING ARRANGEMENTS

Conventional wisdom holds that participation in cooperative
purchasing arrangements allows reaping the price benefits of volume
buying. It is not clear, however, that the expected price results
will actually be found for any particular organization. The persons
doing the purchasing in local governments would typically claim they
are not paying higher prices than available through the state pro-
grams, although they are obviously not disinterested. A study of
local government procurement in southeast Michigan notes:

Local officials and purchasing agents believe their current
purchasing practices are good. Most feel they are obtaining
fair prices and otherwise performing well--all local circum-
stances considered. . . . On the subject of prices, for example,
buyers generally contended they were paying the same price as
others or getting lower prices, regardless of size and
purchasing practices.
The spottiness of county government participation in the state programs
could be interpreted as indicating counties are not now paying signif-

icantly higher prices than available through the state's programs, so

they would have little reason to participate.2 (The limited use of the

lHardwick, pp. 1x, 9.

2For example, for the state fiscal year 1979-1980, 27 counties (or
particular departments in those counties) made actual purchases under
the Extended Purchasing Program contracts, totalling $673,186. Using
1979 general fund expenditure figures from the Michigan Department of
Treasury, and using a low 10%Z portion of those figures as an
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programs may indicate careful shopping.) Jeffry White, State
Extended Purchasing Consultant, admits the program does not necessarily
of fer the lowest possible price for every litem: a lower price might
be available to any particular local government.l The Purchasing
Division does not know the range of prices being paid by nonparticipa-
ting units of govermment for commodities available under state contracts;
it does not attempt to put a figure on potential savings for operating
within the program.

There 1s some empirical evidence, in the form of two prices-
pald studies, that a considerable range of unit prices are belng paid

for comparable commodities in comparable volumes, although neither is

approximation of county total purchases of commodities under those
budgets, the percentage of county purchases through the program ran
from a low of .025%7 to a high of 32.6%! For the group of partici-
pating counties, 3% of commodity purchases from general fund expen-
ditures would have been through the program.

2Presentation to seminar for New County Administrators, January,

- 1980. Some of this is due to the large size of some governments. Bids
from vendors on state contracts are based on small volume deliveries to
a great number of points throughout the state. Some larger counties
have enough volume belng delivered to a single point that they can get
better prices. Some might be due to local history; e.g., friendships or
internalized behaviors leading to a particular local businessman offering
very low prices to a county. It is recognized in the literature that
volume buying does not always result in lower unit prices: 'Certain
commodities have falrly stable prices which are not materially affected
by changes in purchasing patterns. Additionally, volume buying ini-
tially requires more planning and coordination than a single spot
purchase and thus added purchasing costs. . . . it is, therefore,
necessary to weigh anticipated costs and benefits associated with
volume buying to determine to what extent savings are available."”
(NASPO, State and Local Government Purchasing, p. 4.5) ''Certain types
of requirements, such as tire recapping, can become less attractive

to bidders as volume increagses beyond certain points. In periods of
product shortage or labor difficulties, large volume contracts are
avoided rather than sought. . .'" (Ibid., p. 14.1) The particular
market environments for the types of commodities purchased by county
governments will be an important determinant of the savings possible
through using cooperative purchasing arrangements.
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conclusive regarding local government purchasing. Price/quantity
comparison research results or descriptions of methodologies used are
not generally available. I have located only two examples of price
surveys intended to judge the performance of purchasing operations.l
These are found in the following sources:
(1) C.T. Hardwick, Purchasing Study of Local Government in the

Southeast Michipan Metropolitan Six-County Region (Detroit:
Metropolitan Fund, Inc., 1965).

(2) U.S. General Accounting Office, Hospitals in the Same Area
Often Pay Widely Different Prices for Comparable Supply ILtems,
Report HRD-80-35, January 21, 1980.

1o third example, conducted with a different underlying purpose,

is found in the study done for the City of Detroit. (See p. 104.)

The overall objective of the Detroit study was to develop a system for
measuring the productivity of the purchasing and materials management
function. In an effort to determine the usefulness of proposed
measures and the types and availability of data necessary te¢ use them,
a pilot test of recommended measures was conducted in the City of
Detroit. Among the total systems measures tested was a comparison of
prices paid. This comparison covered three govermments: the City of
Detroit, one county, and the state government., It was not meant to be
a full-blown study, but instead was to indicate the difficulties in the
use of particular measures. It was found that the City had the lowest
prices, the state was in the middle, with the county having the highest
costs over a range of commodities. The results were held to indicate
that the measure as used was reporting the dollar value of purchases
and the physical size of a government rather than price effectiveness.
After noting many of the threats to validity of the measure, the study
concluded: "It is recommended that a regional price comparison not be
included in the total system measures nor reported to management above
purchasing.” (p. 4-94) Note the influence that professional associlations
and purchasing agents may have had in this study and its recommendations.
Prices—paid differentials were not to be used to make comparisons
between altermative systems: organizational forms were already taken
to be optimal. They were instead to be used to focus on particular
purchases. "It is recommended that the regional price comparisons be
used in conjunction with the audit. The comparison can serve as an
indication of an area in which to perform an in-depth audit. Should,
for example, a high price be paid for antifreeze, the purchase may be
subjected to the list of audit questions regarding good practices and
procedures.” (p. 4-94) The study instead recommended that a compar-
ison of past versus present prices-paid within the government be
retalned as a measure of total system performance.
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The Hardwick study directly examined the purchasing of thirty-one
governments of widely varying sizes and purchasing loads.l The research
objective was "to demonstrate whether or not local purchasing agents
do pay identical prices for like items and to test the effects of
quantity on price.” The survey was a small part of a larger research
effort; the results were combined with other knowledge of purchasing
conditions to derive an estimate of percentage savings potential from
the centralization of purchasing within local govermments and from
joint or cooperative purchasing. Because the purpose was to determine
gross magnitudes, only a limited effort was made to control for quality,
service, or other differences that could lead to differences in prices
paid. (For example, price and quantity data comparisons on typewriters
and automobiles are especially open to question, as admitted by
Har&iwck.) The use of the data for serious comparisons and analysis
would be open to severe criticism. The price and quantity data for
other commodities, such as gasoline, antifreeze, and paper, however,
appear more legitimately comparable and might reveal some trends to be
looked for in other studies.

An objective of the study was to generate recommendations which
would "effectuate a greater professionalization in the field of public
purchasing.”" Hardwick starts from the dominant stance of the purchasing
literature: such professionalization for Hardwick means strong

centralized purchasing, with an emphasis on cooperative purchasing with

lSpecific units responding to the survey were not listed, although
the group consisted of six school districts, fifteen citles, four
counties, three townships, and three road commissions. Size variation
is 1mplied by the quantities purchased: for example, where gasoline
was purchased, volume varied from 500 to 340,000 gallons annually.
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other governments to allow for larger volume purchases. He thus makes
assumptions about the practical achievement of pecuniary economies of
scale in the real world of purchasing.

In a free market with mass production, unit prices tend to decrease
as the quantity ordered increases.

Hardwick claims that his limited price survey indicates that "there is
sound justification that large quantities mean lower prices."2 I
think, however, that this price survey was too limited to be strong
evidence for this conclusion. The author started with the assumption
that larger quantities mean lower unit prices and so looked for and
found supporting evidence in the survey. The survey still contains,
for example, a case which, although extreme, shows vendor pricing
policies may be the dominant factor.2
The GAO hospiltal study provides data contradictory to the usual
assumptions about the price benefits of increasing purchase volumes
and the benefits of group or cooperative purchasing. This study reviewed
prices pald for routine hospital supply items at thirty-seven hospi-
tals in six large cities. A list of seventy-three items for potential
comparison was reduced with the help of a director of a hospital group
purchasing assoclation to a final list of fourty-three routine supply

items most likely to be purchased by all hospitals and to be comparable

irrespective of brand name. Data collected were prices (most recent as

1Hardwick, P. X.

21pid., p. ix.

3This item was rocksalt: no varlations in prices paid were found.
Civil suits covering collusive bids were in process according to the
author. Impeortant pricing policies of vendors, however, do not always
have to take such extreme forms.
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of July 31, 1978), brand, estimated annual usage, the Vvendor, and the
purchasing methods used in acquisition.

Although not directly covering local government situations, this
study 1s revealing of the nature of the relationships between purchasers
and vendors, whether the buyer is a public entity or a busineéa enter-
prise. Wide price variations were found: for example, a price range
of more than 600% was found for asprin, and 100% for trash can liners
and fluorescent lamps.l

Overall, there appeared to be no rhyme or reason for price varia-

tions noted. . . . explanations, such as volume or group pur-

chasing arrangements resulting in lower prices or differences in
product quality, were not consistent with GAO's findings.

The important findings were as follows:

1. The relationship between volume purchasing and unit price:

The usual assumption, as in the Hardwick study, is that increasing
volume purchased, such as through consclidation of the needs of the
individual departments into single orders, will result in a decreas-
ing unit price, While cost functions of production and distribution
might indicate this should be the case, adding people and thelr rela-
tionships changes the results.

~-Some hospitals paid more than double the price paid by other

hospitals. For several items, some hospitals paid more than
three times the price paid by another hospital in the same area.

ly.s. General Accouting Office, Hospitals, p. 6. The GAO study
attempted to quantify an aggregate impact. "Although the differences
between the highest and lowest prices for individual items were quite
extreme, the overall impact of the differences in terms of total annual
usage at the related prices paid by the hospitals was much more
moderate. Based on the reported prices and using the lowest price as
the base, the weighted impact of the price differentials was about
10%. However, this ratio varied between cities. . ." (p. 13)

21pid., p. 1.
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——Some vendors sold the same items to different hospitals
in the same area at different rates.

Even where items were purchased from the same vendor, overall the

highest volume purchaser obtained the lowest price in about one-half
the cases. In many cases, an inverse relationship existed: the
higher the volume, the higher the price.

2. The relationship between group purchasing and unit price:

The usual assumption, as in Hardwick, is again that units binding
together to purchase in volume will obtain lower unit prices. Bargain-
ing power is implicitly assumed, regardless of the form of organization.
The GAO study found that group purchasing arrangements did not
necessarily ensure that a participant received the lowest possible price
in an area. The usual assumption was found to be true for about 40
to 63 percent of the items where comparisons could be made. (The
percentage varied by area.)

In five of the six cities surveyed, membership in group associa-

tions did not necessarily result in _hospiltals achieving the

lowest available price in the area.

Three explanations were offered for these findings:

1. The unsuccessful bidders on the group contracts in turn try

to undercut the group's prices in an area. There is no indi-
cation as to the extent of this practice.

2, Member hospitals might use the group prices as a negotiating

tool for getting lower prices from other vendors. Note, however,
that if this was an extensive practice, the data would still

show that members of the group purchasing arrangements would
be achieving the lowest prices in an area.

libid., p. 4.

2Tbid., pp. 13-14.
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3. Member units did not use the group contracts even when the
prices were favorable because of the personal preferences of
the staff., As considered earlier, this could be an impor-
tant factor in county governments.
Summing up its findings, the GAO study states:
There was little rhyme or reason to the variations in prices
noted in the six cities because (1) there was often little
correlation between the volume purchased and the prices paid,
(2) the same vendors were charging different hospitals different
prices for identical items without regard to the volume purchased,
and (3) group purchasing did not necessarily result in the lowest
price in an area.

Although the state programs would represent what theory would
suggest would give the best unit prices, some research indicates that
in the real world of buying and selling, purchasing in volume does not
automatically mean lower unit prices. Ignorance, dishonesty, and
simple lack of initiative may be explanations for particular situations,
but some more general patterns of behavior may also be involved.
Prices-palid comparisons, for example, are not popular on either the
buyvers' or sellers' sides: buyers don't want to look like they are
not performing well and sellers don't want to appear like they are
taking unfair advantage of Suyers. In examining the criticisms of
prices-paild comparisons, persons from both sides of the transactions
use similar language and phrases in explaining away the differences
found. The explanations fall into the categories of (1) the
commodities involved cannot be directly compared, (2) different
services are provided with the commodities, or (3) differences exist in
the cost of providing the services or goods to different buyers.

Neither buyers nor sellers seem willing to admit that vendors are in

business to make money: 1t is avoided as an explanation of price

L1bia., p. 16.
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differentials. The differences paid are seen as 'variances indicative
of normal marketing practices in a competitive environment."
Sellers will describe situations in terms of loss-leaders or discounts
ugsed to gain footholds. A high degree of benevolence is assumed by
buyers. Neither buyers nor sellers want to directly admit that
vendor pricing policles might call for charging a higher price in the
interest of profit or that something as apparently as un-American as
making as much money as possible by selling to government might be
involved. Rather than having such benevolent vendors, it might be
that vendors will in general charge the highest price possible, with
limited regard to the volume purchased and with almost no regard to
the prices pald by other buyers. (It is thus in the interest of the
vendor to be able to isolate his "markets" and to prevent the sharing
of prices-paid information.) This represents an area open to future

research.
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