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This is a research-based thesis which examines a practical purchasing issue of the commis-

sioning company. The case company operates in the apparel industry being a garment man-

ufacturer in accordance with its client’s requirements. The company has been facing a prob-

lem with overpurchased materials, which leads to additional costs of purchasing, inventory 

and disposal. This situation involves purchasing and work study department. Work study 

function is responsible for calculation of material consumption which is employed by pur-

chasing department as material to determine the purchase quantity. Overcalculation results 

in over-purchasing of the materials. This thesis is expected to improve the situation by help-

ing to enhance purchasing’s performance and suggest efficient ways to handle the surplus 

items.  

 

The theoretical section looks into the conceptual contents related to purchasing practices, 

collaboration between different internal functions and the surplus disposal methods. Suffi-

cient purchasing and minimizing the amount of surplus materials can be achieved by en-

hancing the efficacy of purchasing process. Better collaboration improves on the outputs of 

purchasing activities. However, surplus material is inevitable. Therefore, the method to dis-

pose surplus also needs investigating. These theories will be the foundation for empirical 

analysis and discussion to be built around. 

 

The thesis is analysed in a qualitative manner. Data is obtained through primary research 

including personal interviews and company report along with desktop searching for journals, 

articles, textbooks and other web-based resources. 

 

After analysing the current situation of surplus materials, the author suggests some feasible 

ideas to improve on the purchasing process, encourage the interdepartmental collaboration 

and three options to dispose the surplus material efficiently.    
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1 Introduction 

This chapter aims to generalize a coherent and detailed understandings of the thesis setting 

including the primary concepts and problem introduction. In this section, the author will 

cover the general research background, demonstrate the research question, specify its ben-

efits, set the demarcation, explain some basic concepts as well as introduce the case com-

pany. 

1.1 Background 

Supply chain management (SCM) refers to the act of managing all operational undertakings 

to ultimately serve the end customers. On that account, it encompasses most of corporate 

functions such as marketing, production, purchasing, logistics. SCM is perceived as the 

holistic approach which requires to be carried out to initiate a world class culture and in fact 

maintain economic evolvement. (Quayle 2006.) The short-term purpose of SCM is to en-

hance productivity, optimize the inventory and diminish lead time. The enduring strategic 

objective of SCM is to add to the gratification of the consumer, secure market position, and 

increase financial gains for the stakeholders of the organization. In order to be aware of 

these goals, the purchasing function, which involves activities taken across functional 

boundaries, must be recognized as a key connection between the supply sources and the 

company. (Wisner & Keah 2000.) 

 

Purchasing plays an important role in the supply chain since the supply chain begins with 

the raw material acquisition and the process to obtain these materials. The supply chain 

then extends from these items through various proceedings and being sold to the consumer 

as a part of the final commodity. Purchasing is expected to be responsible for the disposal 

of waste which occurs in the process of producing the traded goods. Businesses have come 

to realize the role of supply chain as a core and crucial entity and shift their focus towards 

the effectiveness of the supply chain. Some business organisations recognize that in order 

to survive, the supply chain needs to enhance the optimization of general costs since pur-

chased commodities constitute towards 80% of net sales. (Quayle 2006.) 

 

The thesis looks to discuss some aspects in purchasing field using different key perfor-

mance indexes (KPI) given by the case company such as: on-time tracking (OTT), air 

freight, sales, cutting and making charge (CM/FOB), earnings per minute (EPM), leftover, 

and so forth. In the first half of 2018, the garment firm had faced an issue of excessive 

amount of purchased material. This leads to over-expense to keep it in warehouse or de-

stroy it. This thesis will help them to solve the problem and improve the current situation. 
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1.2 Research Question  

This thesis aims to reduce the amount of over-bought material by giving suggestions to 

enhance the purchasing function based on theoretical assertions. 

 

The company has been facing the issue of excessive quantity of materials being purchased 

by purchasing department. High ratio of leftover leads to lower earning per minute (EPM) in 

the selected accounts. In addition, the material is either being kept in the warehouse for 

next-season usage or destroyed. This may cost the company a lot to maintain the quality of 

material or to dispose them. In short, the problem here is buying more of what is needed. 

 

Addressing the problem as stated above, the thesis research question is How to manage 

the amount of surplus materials by the purchasing performance of the commission-

ing company. Research question is divided into four investigative questions (IQ) as follow: 

IQ 1. What is the purchasing process of the case company & how is the purchase volume 

decided? 

IQ 2. What are the reasons accounting for the exceeded amount of purchased materials? 

IQ 3. What are the shortcomings of having excessive material surplus? 

IQ 4. How to improve the current situation of material surplus purchased by the case com-

pany? 

 

Table 1 below presents the theoretical framework, research methods and results chapter 
for respective investigative questions. 
 
Table 1. Overlay matrix  

Investigative questions Theoretical Framework Research Methods Results 
(chapter) 

IQ1 What is the purchas-
ing process of the case 
company & how is the pur-
chase volume decided 

Purchasing process 
Economic Order Quantity 
(EOQ) 
 

Company’s inter-
view 

Chapter 
4.1 

IQ2. What are the reasons 
accounting for the ex-
ceeded amount of material 
wastes? 

Purchasing process 
Interdepartmental Col-
laboration 
Sources of surplus 

Company’s report 
and interview 

Chapter 
4.2 
Chapter 
4.3 

IQ3. What are the short-
comings of having exces-
sive material surplus? 

The importance of pur-
chasing  
Surplus Definition 
 

Company’s report 
and interview 

Chapter 
4.4 

IQ4. How to improve the 
current situation of mate-
rial surplus purchased by 
the case company? 

Economic Order Quantity 
(EOQ) 
Surplus Disposal 
Interdepartmental Col-
laboration 

Author’s observa-
tion and suggestion 

Chapter 
5.1 



 

 

3 

 

 

1.3 Benefits 

The commissioning company is one of the pioneering apparel exporters in the operating 

country. In two quarters of 2018, the company has been facing a problem of a big amount 

of leftover including raw material and final goods, which costs the company lots of money 

to preserve or to destroy. The result of the thesis is to resolve the problems with the surplus 

by applying some theoretical concepts to enhance the purchasing process and suggest the 

better way to deal with the surplus materials. Cost-saving is always one of the priorities in 

the managerial level. In this company’s case, higher level of surplus materials leads to lower 

earning per minutes (EPM). Therefore, minimizing the quantity of material surplus helps 

them to achieve better EPM and then better profit. 

 

The author believes that conducting this thesis helps her to gain better understanding and 

more profound knowledge about purchasing function and other aspects associated with 

supply chain management in general. In addition, this research also enlightens the author 

with new insights into purchasing collaboration with other departments and disposing sur-

plus. It may be useful for the author in the near future of working in any companies as a 

purchaser. Moreover, the author manages to enhance her skills of researching, summariz-

ing and analysing through the study of books, journal, intellectual articles and garnered data 

of the commissioning company. The thesis facilitates the writing and problem-solving skills 

which are beneficial for the author in any other academic projects in the time to come.  

1.4 Demarcation  

There are a lot of factors which explain the excessive materials of the commissioning com-

pany. These factors are divided into two major categories: objective and subjective. 

 

Firstly, some of the reasons are the objective ones, which means most of it comes from the 

outside organizations (suppliers), such as: quality, quantity, late delivery, minimum order 

quantity (MOQ) and so forth. My thesis is going to focus on the subjective reasons which 

are from the company itself or to be specific, its purchasing process. Therefore, the thesis 

will not mention the theory of supplier relationship management as well as supplier selec-

tion. 

 

In the company, the purchasing staffs receive data of a quantity of material to be procured 

from the other department called Work Study Department (WS), which is referred by other 
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companies as Research and Development department. Since it is an enterprise manufac-

turing the garments for their clients, the material includes different things such as: fabric, 

thread, zipper, hanger, carton box, plastic bag and tag. The WS department will first calcu-

late an amount of fabric or thread are used to sew clothes then send the figures to the 

purchasing staffs. Therefore, WS department is also responsible for the extra amount of 

materials purchased. However, this thesis will focus on the role of procurement department 

only and try to find the solutions which helps to improve their operating process. 

 

In the aspect of the theoretical approach, minimizing the wastes through the lean method 

is somehow considered and used a lot in many theses of related topics. However, it is 

mostly applied the manufacturing process therefore it is somehow irrelevant for this thesis, 

which only concentrates on the purchasing entities. 

1.5 Definition 

Procurement involves all essential undertakings which focus on the product transition from 

the outside organizations to the determined place inside firms. It covers the purchasing 

function, inventory, logistics, inspection, and quality management, facilitating firm’s decision 

to select the right suppliers in regard to the total cost of ownership. (Weele 2010.) 

 

Purchasing function refers to an internal business process of acquiring needed commod-

ities from the outside organizations. Purchasing function involves sourcing and supply ac-

tivities in which purchasing function is responsible for supplier’s interaction, ordering and 

ensuring the continuity of the items’ supply. (Weele 2010, 8.) 

 

Surplus materials are materials that are regarded as the excess to the operational 

purposes. Those materials are considered to be unnecessary in the business process. 

(Chunawalla 2008, 236.) 

 

Purchasing performance indicates how effective the purchasing function has performed 

based on the predetermined targets using least possible resources (Weele 2010, 60.). 

 

Total cost of ownership (TCO) consists of the original cost of the item, the production 

costs, accounting, tutoring, repairing and insurance costs, together with taxes depending 

on the item’s value. (Burt & Pinkerton 1996, 66.) 

 

Enterprise Resource Planning (ERP) is a system which integrates all the core activities 

required for company to operate including: accounting and finance, human resources, 
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production, logistics, inventory, procurement, and so forth. Typically, an ERP system offers 

intelligent, visible, analytic, and efficient solution to every facet of an operation. (SAP 2018.) 

 

Earning per minute (EPM) refers to the profit company gains in every minute in the process 

of manufacturing the finished products. It is calculated by diving the total contribution margin 

to the standard minutes to produce one garment. (Company X 2018.) 

1.6 Case Company 

The commissioning company (referred as “X”) is one of the pioneering apparel exporters in 

Y country. It was established in Y country in 1994 with 100% foreign investment. In 2017, 

the turnover of the company was 175 million USD with more than 8400 staffs across 7 

locations and 130 production lines. In 2017, the company produced over 60 million pieces 

of garments. Procurement of raw material accounts for one of their biggest costs in the 

financial year. (Company X 2018.) 

 

The company offers three product ranges as: adult knitwear (active and casual), intimates 

and woven shirt along with children knitwear (active and casual). The company is doing 

business with more than 12 giants in the fashion retail industry. It is an independent con-

tractor which manufactures clothes for its clients based on the received orders.  

 

In the first two quarters of 2018, the company has been facing a problem of excessive left-

over quantity. There are two major kinds of purchased material including fabric and thread. 

The company has set the limit number for the leftover, which is 0.5% of their revenues. 

However, in most selected accounts, the leftover ratio has risen up to 2-4 percent of the 

respective net sales. The leftover costs the company lots of money to keep it in warehouse 

or to destroy.  

1.7 Thesis Structure 

The thesis is composed of 5 chapters in total including: thesis’s introduction, literature re-

view, research methodology, empirical results, and discussion. At the end of the thesis, the 

author also includes sources for reference and discloses relevant appendixes. 

 

Chapter 1 represents the general background for the thesis, introduction of case company, 

research problems and question, boundary of the thesis and key concepts explanation. In 

the chapter 2, the primary theoretical concepts are explained and analysed. In the literature 

review chapter, the author looks for prior intellectual conceptualization, perception, analysis 
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and assertions from various researchers and practitioners. Chapter 3 demonstrates the the-

sis methodology and discusses systematic approach to gather essential data. Chapter 4 is 

the crucial chapter in which the empirical results are presented and analysed. The outputs 

of chapter 4 are used as the materials for the following chapter (chapter 5). In the last chap-

ter, the summary of the key findings, recommendations looking for improving the given is-

sues of the commissioning company are highlighted. Furthermore, the author will talk about 

the limitation of the thesis as well as her suggestions for further research and reading on 

the related topics. In addition, personal reflections of learning after conducting the thesis is 

also expressed. The overall structure including major content of the thesis is visualized by 

the following figure. 

 

   

Figure 1. Structure of the thesis 
 
  

•Thesis background overview

•Case company introduced
Introduction

•Theoretical Framework

•Purchasing Function

•Interdepartmental Collaboration

•Surplus Management

Literature Review

•Research Design

•Qualitative Research

•Interview

Research
Methodology

•Purchasing Process of the company

•Current situation

•Reasons for surplus materials

•The consequences of surplus materials

Empirical Findings

•Recommendations

•Thesis limitation

•Suggestions for further reading

•Personal Learnings

Discussion
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2 Literature review  

The literature review builds a platform for an overall comprehension of a specific academic 

entity which covers or determines the research of the concern (Wotela 2016.). This chapter 

gives an explanation of the theoretical approach to the research problems based on three 

major theories: purchasing management, interdepartmental collaboration and surplus man-

agement. With a purpose of enhancing the situation of overbuying the required items, the 

needs of optimizing the purchase quantity and handling the excessive surplus on ad hoc 

basis are concerned. The author will tap into different professional sources to explain in 

details the theoretical framework. Published papers such as books, research and journals 

are primarily used to avoid the information invalidity and any suspicions of false knowledge. 

The textbooks offer the literature reviews and interpretation of the specific topic whereas 

specialized journals deliver the practical illustration and implementation of such concern in 

real-life scenarios (Wotela 2016.). 

2.1 The Theoretical Framework in details  

Theoretical framework which facilitates the explanation, analysis and interpretation of re-

search outcomes is the key contributor to any kinds of intellectual research (Wotela 

2016.). The theoretical framework is visualized as the following figure. 

  

Figure 2: Theoretical Framework 
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Figure 2 demonstrates the overall theories used to improve the circumstance of excessive 

material being purchased by the case company. Purchasing department is responsible for 

buying materials and components for production. When the purchasing staffs purchase 

what is more than required, they have to take care of the excessive items. Accordingly, the 

thesis framework is composed by two distinguished dimensions: prevention of the situation 

and handling it. 

 

Firstly, the efficient purchasing (chapter 2.2) will help to minimize the amount of material 

surplus. As far as the theme of this thesis is concerned, the purchasing concepts will be 

thoroughly explained in this chapter. The author will discuss three crucial aspects (3-hows) 

related to purchasing as:  

- how important purchasing activities are to a firm (chapter 2.2.1)  
- how to do it by addressing the purchasing steps (chapter 2.2.2)  
- how to calculate the order quantity (chapter 2.2.3) 

 

Normally, purchasing department has to work with other internal functions in some related 

fields on daily basis. Unsuccessful collaboration leads to lower performance of purchasing 

employees. Therefore, the author will discuss the interdepartmental collaboration in chapter 

2.3, including: purchasing involvement with internal functions (chapter 2.3.1), collaborative 

issues (chapter 2.3.2) and suggestions to enhance the collaborating performance of the 

purchasing department by with other functions in an organization (chapter 2.3.3). 

 

Finally, surplus management (chapter 2.4) gives a comprehensive approach to handle the 

lavish amount of material. The author will explain the term “surplus” in an academic context 

(chapter 2.4.1), where material surplus emanates from (chapter 2.4.2) and present some 

suggestions for disposing surplus from theorical findings (chapter 2.4.3). 

 

It is important to keep in mind that this thesis refers to the involvement of purchasing de-

partment in those areas. Overbought materials may become a source of waste and cause 

some inventory-related issues. Hence, various departments may get involved in this situa-

tion, especially those who take part in material and resources management activities such 

as: logistics, inventory, manufacturing and waste management function. 

2.2 Purchasing Function 

According to Monczka et al. (2011), the early stage of purchasing history was before 1850 

as Charles Babbage (1832) dedicated to the importance of purchasing in his book. It was 

low-key developed from 1900 to mid-1960s. From mid-1960s to late-1970s, purchasing 
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gained more attention from the academics and practitioners in the era of material manage-

ment’s development. In the article “Strategic purchasing: A history and review of the litera-

ture”, two authors - Ellram and Carr (1994) demonstrate the advancement of purchasing 

concepts in the academic setting. In early years of 1970s, purchasing’s role was recogniza-

bly embedded in the marketing sector and was a clerical function affirmed by Ansoff (1974). 

The 1980s witnessed the change in the insights into purchasing’s contribution to the organ-

izational strategy as many authors and companies began to realize the greater benefits of 

purchasing function to business operation. A finding from Trent and Monczka (1998) points 

out the significantly increasing evolvement of purchasing activities in a span of 7 years in 

the 1990s. Ever since, there have been lots of research, discussions and books regarding 

the purchasing topics. So what purchasing is about? 

 

Purchasing is a functional cooperation (Monczka et al. 2011, 30.), a managerial (Aswath-

appa & Bhat 2009) and a core activity in business operation which refers to the process of 

acquiring essential materials, machine, services (Wisner et.al 2012, 39.) “of right quality, in 

the right quantities, from the right source, at right time and at right price” (Chunawalla 2008, 

13.). Purchasing is divided into 2 groups: mercantile buying and industrial buying 

(Chunawalla 2008, 10.). Refering to the first category, merchants (wholesalers and retailers) 

purchase materials in bulk from the third parties and sale it to their customers. While 

industrial buyers procure raw material and/or components for transfiguration intention 

(Wisner et.al 2012, 39.). In this thesis, the author will focus on industrial purchasing since 

the case company plays a role of an industrial buyer. 

 

Despite having similar meaning, purchasing is distinguished from procurement in business 

operation as Michael Porter (1998) claims that the idea of “purchasing” tends to be more 

narrowly expressed (Barnes 2001, 54.). This is also supported by Weele (2010) (see figure 

3). Whereas, some authors (Novack & Simco 1991, Rajagopal & Bernard 1993; Monczka 

et al. 2011, 30; Allal-Chérif & Maira 2011) have the tendency to use the terms “procurement” 

and “purchasing” interchangeably in their papers. Wisner et.al (2012, 40) state that many 

corporations are now still using these terms identically since it is hard to tell exactly where 

purchasing activities eventually end. Notwithstanding, procurement involves more activities 

from the downstream value chain of supply chain management such as supplier’s follow-up 

and logistics undertakings. The common usage of “procurement” is within government 

agencies as usually expressed as “public procurement”.  
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Figure 3. Procurement and purchasing concepts (van Weele 2010, 9.) 

 

Figure 3 shows the distinguished features between purchasing and procurement provided 

by Weele (2010). The purchasing activities are included in the procurement process. The 

connotation of “Procurement” encompasses additional material and resources manage-

ment activities such as inventory control, quality inspection, material collecting and storing 

(Aswathappa & Bhat 2009.). Procurement process travels across both functional frontiers 

(intrafirm) and organizational frontiers (interfirm) and fails to be successfully executed with-

out sufficient involvement from both ends (Novack & Simco 1991). On the other hands, 

purchasing performs as an intrafirm function.  

2.2.1 The importance of purchasing  

Throughout the history, purchasing has been developed from being an administrative work 

(early 1900s) to a tactical function and now is proved to be strategic. One of the main rea-

sons for the enhancing role that purchasing plays is globalization of business from late-

1970s in which the competition between firms intensified rapidly. Firms no longer ex-

changed views on “as lowest as possible” price but discussed total costs, cost-cutting and 

life-circle costs with their suppliers. (Tate 2013, 2-4.) 

 

Concerning the focus of this thesis, the author will demonstrate the importance purchasing 

is to an organization including three essential points: (1) its strategic role, (2) its influence 

on cost-saving and (3) its involvement in waste management. The first two points refer to 

the operative benefits whilst the last one highlights the purchasing’s role in environmental 

perspectives. 

 

1. The strategic role of purchasing 
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Back in late-1990s, there were lots of debate on whether purchasing is indeed a strategic 

function - one that can create value - to an enterprise while purchasing was long perceived 

as an organizational backwater: needed but not-so-pivotal (Sherkin 1999.).  

 

Ellram and Carr (1994) studied the strategic role of purchasing based on other authors 

literature findings (conceptual and empirical study). The article refers to 3 different aspects 

related to purchasing strategy including: major issues of purchasing strategy, how it 

supports the company’s strategy and how firms use it as a strategic function. The authors 

concluded on their research that purchasing held a key to the strategic success of an 

organization. Many firms claim that purchasing is an added-value function as it is involved 

in product development and improves buyer-supplier relationships to a greater degree. 

Historically, the strategic role of purchasing was disregarded. However, the situation had 

been shifted dramatically as the internationalization and competition between firms got 

more intense as well as the development of information technology in business world.  

 

Later, Carter and Narasimhan (1996) conducted a empirical study in attempt to answer the 

ultimate question: “is purchasing really strategic?”. The outcome of this research was based 

on interviews with senior purchasing executives and 302 completed answers from 3000 

questionnaires which were emailed to purchasing practitioners selected from the National 

Association of Purchasing Management (NAPM) database. The research has confirmed the 

critical role of purchasing function in creating competitive advantage and to the overall 

success of a firm together with pricing, positioning, and product design factors. “Indeed, 

purchasing has a strategic impact on the firm!”. Interestingly, an empirical research 

conducted  by Pearson, Ellram and Carter in the same year claimed that top management, 

other intrafirm functions, and more surprisingly purchasers themselves still did not think 

highly of purchasing’s strategic role. However, purchasing function was in the way to attain 

its regconization and status among other functional areas and a strategic function to the 

firm (Pearson et al. 1996.). 

 

In summary, purchasing was long viewed as a no-better-than back-room function support-

ing other ones. The traditional duty of purchasing department was to shop for commodity 

required by other functions at the possible lowest price. It served as a supplement in firm 

business operation. However, as business environment changed, the level of contribution 

of purchasing to organizations was redefined. Firms now more concentrate on product de-

velopment, lead-time improvement, and cost-cutting to serve higher demand of the market. 

As a result, purchasing has developed from being a clerical and operative function to playing 
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a strategic role that adds value and generates competitive advantages for businesses. 

(Úbeda, Alsua & Carrasco 2015.) 

 

2. Purchasing and cost-saving 
 

An empirical research conducted by Baier, Hartmann and Moser (2008) concludes that 

Chief Procurement Officers from high-performance companies view cost reduction as a 

number-one purchasing competitive priorities. They were asked to evaluate the eight differ-

ent proposed elements of purchasing competitive priorities. Finally, three indicators ac-

counting for highest percentage are selected including cost reduction, quality enhancement 

and product development. 

 

Ellram (1992) discussed the involvement of purchasing in cost savings projetcs in her 

article, which analyzes the data from 515 firms surveyed. 77% of top managers which 

equals to 99% of respondents agree that purchasing function should be involved in such 

projects. Greater attention on harnessing cost, together with higher acknowledgement of 

purchasing-related expenditure, potentially encourage the purchasing function to take the 

center stage. The research’s findings demonstrate that most purchasing departments are 

engaged in cost reduction projects as well as expected to be. The author also believes that 

the purchasing function will have a greater impact in those cost-saving plans of all kinds in 

the time to come. Van Poucke, Matthyssens and Weeren (2016) through their empirical 

research prove that early purchasing involvement exerts influence on sourcing projects by 

its contribution on the improvement of cost-saving result.  

 

Nowadays, the footprint of purchasing on the firm’s bottom line is very strong. It directly 

affects two forces driving the bottom line of an organization: costs and revenues. (Tate 

2013, 4.) Purchasing department substantially spends more than 50 percent of all net sales 

of the firm. This signifies that for one dollar of sales income from selling products and ser-

vices, over half is sent back to vendors (Monczka et.al 2011.). Firms have tendency to 

spend more money on materials and services buying than any overheads from other de-

partments (Tate 2013, 5.). Below is the example of raw material expense from high-profile 

car companies as compared to labour cost. 
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Figure 4. Raw materials as percentage of sales in financial year 2013 (Asumendi & Bhat 

2014) 

 

On J.P. Morgan Equities Research Reports (2014) about Volkswagen (VW) cost structure, 

there is a comparison on raw material costs as a percentage of revenues of various brands 

in 2013 between VW and its considered-to-be-biggest rivals, including Hyundai-Kia, Toyota, 

Skoda, Audi and BMW. It is noticable that the biggest expense of these companies comes 

from the activities of acquiring raw material. 

 

 

Figure 5. Labor cost of sales in financial year 2013 (Asumendi & Bhat 2014) 

 

Hyundai-Kia spends more than 50% of their sales on purchasing raw material while their 

average labor costs account for nearly 8.5%. Toyota has the lowest labor-cost ratio out of 

those six enterprises as reported at only 4.1%. However, the percentage of their material 

cost (46%) is over 10-times bigger than labor cost. The significant difference in the expense 

between raw material and labor comes from Skoda with 68% versus 7.3% respectively. 

None of these companies spend more than 19% of their net sales on paying their personnel.  
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It is apparent to understand why purchasing is without doubt a high-priority contributor in 

saving cost. Almost all organizations regconize that reducing expense from purchasing 

activities help to increase profits and return-on-investment better than any other attempts 

(Burt and Pinkerton 1996). Therefore, putting more emphasis on cost enhancement is a 

must and “core competency” to purchasing practitioners (Tate 2013, 5.) who on top of that 

should develop other essential expertise such as trading partnership, market supply and 

commerce insights, research and analytical know-how (Van Poucke, Matthyssens & 

Weeren 2016.). 

 

3. Purchasing and its involvement in waste management 
 

Green or environmental purchasing refers to the involvement of the purchasing function in 

supply chain management ventures to accelerate the 3Rs process which talks about mate-

rials reduction, recycling and reuse. (Carter, Ellram & Ready 1998.) Min & Galle (2001) 

defines green purchasing consists of environmentally-alerted procedures which support 

waste reduction, foster the recycling program and surplus reclamation, furthermore not to 

disadvantageously affect the functioning of acquiring the respective materials.  

 

Min & Galle (1997) discussed the contribution of green purchasing in two categories 

including waste reduction and elimination in their empirical research. These two authors 

suggest that proper implementation of reducing material strategies which includes recycling, 

reusing, changing and harnessing source will possibly lesser the quantity or alternative 

waste created in the early stage of supply chain process. Purchasing helps to improve the 

efficacy of those strategies through various approaches such as: 

- reducing the quantity of procured items which are uneasily disposed or 
environmentally harmful. 

- minimizing the utilization of hazardous virgin resources by buying alternative 
materials that are more easily recycled or reused. 

- calling for suppliers to reduce inessential packaging and use more environmentally 
friendly content  

 

Purchasing spans over functional boundaries throughout the supply chain activities and 

involves in enhancing the effectiveness of firm's assessment of the environmental periphery 

for goods and process adjustment. It is noteworthy that reducing waste at the start of the 

supply chain cost less than disposing it at the end of the supply chain. Thanks to being 

involved at the earliest stage in an operation’s material flow, purchasing is given the ad-

vantages of putting into practice the material reduction strategy. (Carter, Ellram & Ready 

1998.) 
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Green, Morton and New (1996) exemplify the role of purchasing function in environmental 

management in the approach of suppliers management. 

 

 

Figure 6. The role of procurement in environmental management (Green, Morton & New 

1996). 

 

Procurement has general influences on the overall activities of environmental program 

throughout a firm’s supply chain in various stages encompassing design/ specification, ten-

dering, purchasing and distribution. Though it has been thought of that environmental man-

agement is carried out during the production stage in which material is used or later being 

disposed. In the purchasing stage, specific environmental standards are being assimilated 

into regulations and practices of purchasing function involving assessing supplier and man-

aging information systems. These endeavours are carried out to keep in track the environ-

mental performance of their vendors as well as its variation over time. (Green, Morton & 

New 1996.). Purchasing executives are now gaining more power in procurement specifica-

tion modification with great knowledge and using alternative contents that are friendlier to 

the ecosystem (Carter, Ellram & Ready 1998.). 
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2.2.2 Purchasing Process  

Van Weele (2010) views the purchasing process as an organizational system which directly 

involves tangible assets (personnel and apparatus) and intangible assets (methods, man-

agement) of a particular firm. It is functioned to handle the administrative tasks of the pur-

chasing department and other associated departments, facilitates decision-making of the 

management, contributes in report-making of purchasing department and other ones. 

 

There have been many research and conceptualizations of the buying process conducted 

by several academics. Historically, purchasing process has been documented and broken 

down in a variable number of phases spanning from two to 12 in multiple studies between 

1967 and 1992 (Xideas & Moschuris 1998). In 1998, Xideas & Moschuris published an 

empirical research on purchasing structure in which purchasing activities are divided into 

four linear phases in combination with previous literature reviews. Each phase embodies a 

part of distinctive and noticeable endeavours explicated in the field research on six Greek 

enterprises. The purchasing cycle is concluded in four stages including: 

- Initiation: issue the purchase requisitions, determine products’ specifications, calcu-
late price and estimate time to market, plot on buying. 

- Finding: screen potential suppliers, revise of approved supplier catalogue, research 
on supplier. 

- Selection: pricing strategies are concerned, decide on specification to opt on 
sources, apply the competitive bidding, assess suppliers’ performance, place the 
purchase orders. 

- Completion: order speed-up, manage contract, receive products and carry out in-
spection, audit and warehouse, issue to users. 

 

Later, Van Weele (2010) has come up with a six-stage model of purchasing function in-

volved in the whole procurement process (see figure 3). The details of completed purchas-

ing process is described further by van Weele in the below figure. 
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Figure 7. The purchasing process (van Weele 2010, 29) 

 

According to van Weele (2010), purchasing process consists of six steps as: specification 

defining, supplier selection, contract agreement, ordering, expediting and further follow-up 

or evaluation. This linear process starts with data-collecting step to decide on the specific 

quantity and quality of the items need to be bought. Based on the information, purchasers 

then work on finding the best vendors. The third step includes the contract preparation and 

negotiation. After that, purchasing staffs then send the purchased orders to the selected 

vendors. The purchasers in addition are required to keep track of their supplier’s perfor-

mance to speed up the process if needed and later to conduct the evaluation on that.  

 

The author will use the van Weele purchasing process model as a cornerstone for the anal-

ysis. Referring to thesis demarcation (see chapter 1.3), the first step (marked as red), which 

talks about specification definition, will be precisely and thoroughly demonstrated. The au-

thor will address the concept through two points: (1) explanation of term and characteristics; 

(2) the role of purchasing department plays in specification determination step. 

 

1. Product specification 
 

In the first step which is specification definition, purchasers determine what to buy to meet 

with all the requirements. Deciding on what commodities to be bought is the initial and one 

of the most pivotal endeavour in the purchasing process (Burt & Pinkerton 1996.). Specifi-

cation is a detailed requirement of to-be-purchased products such as: the concrete features, 
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qualitative attributes, or expected outcomes, which is compulsory for a supplier to meet with 

in return for an award or contract (CIPS & NIGP 2016). Product specification is a core com-

ponent which assists and creates guidelines for product enhancement in any manufactur-

ers. In short, it refers to a documental set of requirements managing the design process. 

(Karlsson, Nellore & Söderquist 1998.). On the other hand, Nellore & Söderquist (2000) 

address that product specification has two connotations : narrow and broad. A narrow one 

is descibed as a set of document while a broader definition refers to the specification pro-

cess. In the other way of saying, the more extensive connotation of specifications alludes 

to the written document together with the process from creating to sending such document. 

Rather than being considered as a “fixed document” which give orders to the supplier, the 

specification develops into a forum of “transferring knowledge between minds” (Burt & Pink-

erton 1996.) in which firm conveys required characteristics of a product as well as essential 

design changes to their suppliers and vice versa (Karlsson et al. 1998).  

 

Having regard to the content of specification, Nellore and Söderquist (2000) divide it into 

three respective categories:  

- The first category is qualitative specification which includes the essential qualitative 
information. These are result of intrafirm development and are done internally as 
referred as insourcing. 

- The second category is about quantitative specification. Firm obtains its full respon-
sibility and access to develop these specifications accepting no changes or addi-
tional recommendation from the supplier (outsourcing).  

- The third category refers to specification which consists of the equal amount of both 
quantitative and qualitative input. One party, either firm or its vendors, will initial the 
activity to develop the specification. The other party is later in charge of any adjust-
ment or revision on that specification if needed (co-sourcing).  

 

In accordance with van Weele suggested process (figure 6), product specifications are put 

into two categories: functional specification and technical specification or performance 

specification and design specification respectively (Burt & Pinkerton 1996, CIPS & NIGP 

2016).  

 

Functional specification gives a description of required product’s functionality as the pur-

pose for using (van Weele, 2010.). It possibly consists of a declaration of the demanded 

attribute output of the commodity or may make rules of those least necessary features and 

patterns to be complied with on ad hoc basis. In the functional specification, the item is 

expressed and described in words its intended utilization rather than its tangible dimension. 

(Burt & Pinkerton 1996.) According to van Weele (2010), functional specification brings at 

least three benefits upon its usage. First, it leaves space for suppliers’ innovation. Thanks 

to this, suppliers develop their full potential to offer their expert skills and knowledge to their 
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customers. The second advantage is that functional specification encourages the utilization 

of innovated products and technologies. Finally, it generates a homogeneous merit which 

facilitates evaluation of all suppliers’ offer.  

 

Technical specification is a subset of documents which include guidelines for technical pa-

rameter and specific features of the product (i.e. technical drawings) coupled with proposed 

undertakings carried out by the vendor (i.e. schedule) (CIPS & NIGP 2016.). Firm should 

review and keep on updating the technical specifications’ content at regular intervals (Burt 

& Pinkerton 1996.). The use of technical specification also brings three advantages as: the 

end user is ensured of the commodity’s outcome; supplier’s proposals are assessed objec-

tively; easily select the suppliers in accordance with the required details of the specification 

(CIPS & NIGP 2016.). However, using technical specifications will complexify the 

management of purchase order (expediting and evaluation), which may result in cost 

increasing, delivery postponement, as well as dramatical escalation of costs to carry the 

inventory (Burt & Pinkerton 1996.). 

  

According to van Weele (2010), functional specification and technical specification formu-

late the purchase order specification which usually consists of the following sectors:   

- quality specifications: describe the product’s conditions (quality and design satisfied) 
upon its arrival at the warehouse  

- logistics specifications: specify the demanded amount expected date for delivery  
- maintenance specifications: mention how suppliers keep the products in good con-

dition  
- legal and environmental specifications: remind the suppliers of health, safety and 

environmental rules which are obligatory to follow. 
- aim budget: is the financial threshold offered for suppliers to provide the solutions.  
(van Weele 2010, 33.)  

 

 

Figure 8. Purchase order specification  
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Figure 8 includes the respective types of specifications which together make up the com-

plete concept of purchase order specification as explained on the previous paragraph. It is 

adapted from van Weele (2010) and illustrated by the author.  

  

Karlsson et al. (1998) conducted an empirical research to explore the problems occurred in 

the specification phase. Concerning the technical content, suppliers claim that they encoun-

ter two contrary problems: the specification is either too little or too much. Sometimes spec-

ifications do not contain adequate information of desired characteristics of the product’s 

outcome. This causes the delay in the operational execution of the design, which leads to 

cost increasing due to the extra time-consuming interpretation of incomplete specifications. 

In addition, vague specification leads to misunderstanding and possible conflicts between 

other departments within a firm. In contrast, the technical specification is sometimes over-

specified, which contains too extreme or difficult requirements for suppliers to comply with. 

Too much or too little information on the specifications cause the supplier the risk of being 

tangled and wasting valuable resources. The main reason accounting for this is believed to 

be the lack of insights into what the different suppliers are capable of from the buyer’s per-

spective. The research also addressed the issues regarding the product specification from 

supplier’s point. The two biggest problems are associated with the changes in specification 

description and the interpretation of specification. This is a result of little to no communica-

tion between firm and its suppliers. (Karlsson et al. 1998) 

 

2. The involvement of purchasing department in the specification process 
 

Departments which are responsible for determining the product specifications varies for dif-

ferent cases. For instance, plant engineering is in charge of developing demanded appa-

ratus. Administrative function provides essential office supplies, facilities, and other assis-

tance. The decision of material or component selection for product development is such a 

tricky thing to do because it may trigger frequent conflicts due to contrasting concerns, pref-

erences, and favouritism among many functions that are affected by the commodity’s out-

comes. As an instance, engineers possibly strive for design excellence while marketing 

department perhaps requires unusual and distinctive attributes. Moreover, operative func-

tion prefers already-in-use equipment which requires a small number of mechanics, as well 

as materials of high quality and easy usage. Purchasing department has favouritism to-

wards buying ready-for-purchased contents from some reliable origins at decent prices. 

(Burt & Pinkerton 1996.). 
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In the past, purchasing was believed to contribute to the firm’s success by two basic duties: 

to purchase the demanded commodities at as-lowest-as-possible price and ensure its on-

time arrival on the company’s warehouse. The purchasing’s contribution is expanded to a 

greater extent by getting involved in the early stage of the design process (Burt & Pinkerton 

1996.). One thing should be bared in mind that purchasing doesn’t merge with the designing 

team but provides an ad hoc assistance to the engineers (Lakemond, Ferrie & Wynstra 

2001). Burt & Pinkerton (1996) indicate two phases in design (specification) process to re-

sult in the final detailed specification along with the recognizable intervention of different 

departments in such entire process.  

− The specification process starts with the investigative phase. In this phase, the team 
determines the desired outcome of the new product as well as project’s objectives. 
These ideas need the Marketing's insights into the customer preference aligning 
with the organizational aims and capability. Purchasing and suppliers may provide 
data of innovation product developed by suppliers. Those may encourage the mar-
keting and engineering staffs to assess new product potentiality. In addition, pur-
chasing and suppliers can give the advices and recommendation about the price, 
applicability, market accessibility, quality of the interfirm supply which may build the 
new product. 

− The second phase is laboratory phase in which builds the specific design of the 
desired attributes into the end product. There is a need to make sure that the wanted 
quality set by marketing in the previous phase will be achieved by the compliance 
of purchasing and manufacturing with the design guidelines. Purchasing should an-
alyse the value suggested from suppliers, which helps to improve the performance 
and cut cost. Purchasing involves in revising the design as well as denotes the spec-
ifications’ impact and items’ availability on the inventory or to be purchased from 
suppliers.  

 

 

Figure 9. Purchasing’s role in the specification process  
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The involvement of purchasing department is illustrated by the author in the figure 9. It is 

adapted from the book of Burt & Pinkerton (1996). It should be noted that this specification 

process from Burt & Pinkerton (1996) is used for new product development. In case of “old” 

or already developed product, firm tends to use the existing specification. In that situation, 

there is little or insignificant involvement of purchasing function to such process.  

 

It is a must for purchasing function to assess and approve the proposed specification prior 

to sending to the outside firms. This helps to avoid possible miscomprehensions which 

might later happen in the process. In addition, it reduces cost for changing specification as 

well as the lead time of the engineering. (Karlsson et al, 1998.) Purchasing should make 

sure the prepared material requirements (a specification) are included for only necessary 

needs. It should not consist of any particular features which overly restrict the competition 

among selected vendors. (Burt & Pinkerton 1996.).  

 

In a nutshell, the specification process requires the essential involvement of other depart-

ments such as Engineering, Marketing, Purchasing and Production. The involvement of 

purchasing in the specification process always reinforces firm’s productivity and potentially 

reduces the total cost of purchasing material (Ellram & Carr 1994.). In today business, pur-

chasing is required to focus on end item more than merely the material in order to facilitate 

the product innovation, which calls for purchasing to merge with other functions within a firm 

(Trent & Monczka 1998.). In that sense, the effective communication, interaction and col-

laboration between different functions provides the platform to achieve the utmost outcome 

and best decision in creating product specification. Recognizing the importance of intrafirm 

cooperation, the author will hence elaborate on such interdepartmental partnership in detail 

on chapter 2.3.  

2.2.3 Economic Order Quantity (EOQ) 

Economic order quantity (EOQ) is a mathematical formula developed by Ford Harris in 1913 

(Choi 2014.). The EOQ model introduced by Harris simply illustrates an inventory forecast 

and planning pattern which achieves a trade-off of the costs arising from ordering activities 

and inventory carrying endeavours (Tungalag, Erdenebat & Enkhbat 2017.). It determines 

the ideal amount for firm to order commodities, which helps minimizing the sum of inventory 

cost assuming some particular conditions (Choi 2014.). The EOQ is one of the most useful 

tools that a purchaser or an expert in controlling inventory may possess (Kimes 1984.). 

 

The EOQ is functioned to continuously review and monitor the inventory level all the time 

and to calculate an exact order amount whenever the determined reorder point is reached. 
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In addition, the EOQ helps to specify the proper reorder point and the cost-effective reorder 

quantity to ensure the continuity of inventory level without any shortages occurring. The 

EOQ formula is a helpful tool for small-scale businesses, which facilitates the decision-

making activities related to inventory level (how much to keep), purchasing quantity (how 

many to buy), and the ideal interval to order (how often to repurchase items) to serve the 

ultimate purpose of obtaining the lowest costs as possible. (Tungalag et al. 2017.) 

 

Whereas the EOQ is unlikely to fit in all inventory circumstances, the majority of companies 

consider it as a useful tool in some operational areas. The EOQ should be put into consid-

eration whenever the recurring procurement of a product or material happens. The EOQ is 

applied in purchase-to-stock philosophy and make-to-stock business model. (Piasecki 

2001.) Kimes (1984) states that despite the allowability and inclination of purchasing de-

partment towards using the EOQ model, they are advised to use it solely for guiding pur-

poses. 

 

The EOQ is calculated based on assumption of a constant demand and the fixed-rate de-

pletion of the inventory level. To this point, firm needs to receive an exact quantity of items 

to make the current inventory level go back to its original state. Due to the assumption of 

immediate restock, the problem concerning the shortages of inventory or related costs is 

excluded. (Tungalag et al. 2017.) Above assumptions are often credible for the end products 

of which the demand is independent and repeated in the same pattern (Arnold, Chapman 

& Clive 2008.). The EOQ is calculated based on the following formula: 

EOQ= √
2Dc

cℎ
  

“D” is the demand rate or annual sold quantity of particular item. “C” stands for the cost 

associated with ordering activities. (Tungalag et al 2017.) These costs do not include the 

total price of the item but mostly associate with concrete activities carried out in order to 

acquire the item including the cost for creating purchasing order, approval phases, handling 

the receipt, quality inspection, invoice receiving, and supplier remittance. In many situations, 

a part of the inbound shipment cost is likely to be added. (Piasecki 2001.) "cℎ" is the 

holding cost which accounts for the money firm spends to maintain the particular item in 

their warehouse. (Tungalag et al 2017.) The holding cost mainly consists of four different 

costs such as: on-loan interests, insurance based on total inventory value, any required 

taxes, and cost of storing item in a warehouse. Though the formula does not look compli-

cated at all, to correctly generate the inputs of inventory and production data seems to be 
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more of a challenging task. Overcalculation of order costs and holding costs are typical 

errors, which results in the inaccuracy of the EOQ outputs. (Piasecki 2001.) 

 

Plenty of Enterprise Resources Planning (ERP) software offers a built-in service to calculate 

the EOQ automatically. In that sense, the users have no idea of the calculation method, 

which leads to the inability of understanding the generated results and setting up the pro-

gramme to harness the output. When the system is not functioning, the users merely pay 

no attention to. This possibly leads to an assumption from the ones poorly purchasing the 

ERP software that material planners and purchasers order items according to the system’s 

output. Moreover, lots of enterprises find this inbuilt set-up inaccurate and required of cus-

tomization due to the product diversification and process variation. (Piasecki 2001.) 

2.3 Interdepartmental Collaboration 

In today business, customers prefer more complex and innovated products and services. 

In order to catch up with the trend, firms are required to develop and introduce new products 

regularly to sustain their business. As a result, companies call for enhancing the rapport 

with their external forces. In addition, there is a need to attain close interdepartmental col-

laboration through which emphasizes collective aims and promotes the value of mutual 

communication. 

 

Collaborating is defined as a commitment for co-working (Stank, Keller & Daugherty 2001) 

to achieve mutual benefits, which ultimately facilitate value-creating and innovation (Mattos 

& Laurindo 2015.). Interdepartmental collaboration touches on the rapport between depart-

ments within a firm, which brings attention to co-operation, mutual comprehension, joint 

vision, co-usage of resources, and common target (Kahn & Mentzer 1996). In the interna-

tional economy, firms which manage to generate and maintain productive collaborations 

are placed in an advantageous position to improve their market standing in business’s com-

petition. Development of organizational process, system, hierarchy as well as competencies 

brings close the organizational and individual gap and facilitates beneficial partnership 

achievement, which generally promotes the active collaboration (Kanter 1994.). Collabora-

tion is an intangible entity which is hard to manage by regulation or prolong without mutual 

endeavours and is interdependent to a high extent (Kahn & Mentzer 1996.). 

 

As a purpose of generating firm’s utmost value, it is essential to enhance the interfunctional 

collaboration due to its assisstance in evolving sourcing decision, specifying what to 

purchase, vendors selection, deciding contract specifications, and managing suppliers 

rapport (Hartley et al. 2014.).  A fruitful interdepartmental collaboration enhances productive 
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endeavours, stimulates expertise development, encourages confidence in cooperative part-

nership. Unsuccessful collaboration is expensive to the firms and their employees. It be-

comes a time-consuming and resource-wasting activity as well as decreases production 

capability. As a result, the future situation of inter-functional collaboration becomes unsure. 

(Tjosvold 1988.)  

 

Regarding the scope of this thesis, the author will illustrate (2.3.1) the purchasing’s 

collaboration with other internal functions, (2.3.2) some issues related to the cooperative 

relationship between purchasing and those departments and (2.3.3) ways to improve the 

collaboration. 

2.3.1 Purchasing’s collaboration with other departments 

Majority of employees not only work directly with interfirm forces but also deal with intrafirm 

functions to bring forth commodities and provide required data. Purchasing is an internal 

function which purchases products, materials and services in fulfilment of its internal stake-

holders’ needs and requirements. Therefore, purchasing plays as an internal supplier which 

serves the needs of its internal customer; at a same time, being an internal customer, which 

is served by other departments. In addition, purchasing also interacts with external suppliers 

of an organization. Acting as an intermediary between suppliers and its internal customers, 

purchasing team plays the critical role in expediting the fruitful interfirm collaboration and 

interdepartmental liaison (Bedey et al. 2008.). Commonly, purchasing initiates the interac-

tion with external organizations, which has a great impact on how purchasing performs du-

ties for its internal customers (Wisner & Stanley 1999.). 

 

The main internal customers of purchasing include accounting, finance, marketing, engi-

neering and manufacturing department. Purchasing function contributes in delivering 

needed information such as: the status of purchase order, commodity details, supplier as-

sessment and estimated cost analysis to its internal customers. Besides, purchasing pro-

cures raw materials or components for production activities. On the other hand, purchasing 

plays as an internal supplier to some departments such as waste management (surplus and 

scrap), logistics, warehouse and inventory. The finding points out that purchasing staffs 

have a tendency to communicate better and effectively with their internal customers than 

the internal suppliers. This issue takes place because the high levels of purchasing depart-

ment have a perception of them playing an upper hand in the relationship with their internal 

suppliers. In some businesses, purchasing is given a power to harnesses some internal 

suppliers. (Stanley & Wisner 1998.) 
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It is imperative to determine the functional roles and duties of departments within a firm 

such as purchasing, production, research and development (R&D), logistics, marketing, in-

ventory and finance. The employees should understand that the intra-organizational climate 

is collaborative, not competitive (Kahn & Mentzer 1996.). Departments are not independent 

but interdependent, which requires the joint effort to work together. Accordingly, purchasing 

activities do involve and relate to other departments.  

 

Table 2. The interrelation of purchasing and other departments 

Departments Author (s) Related findings 

Internal 

Customers 

Finance Burt & Pinkerton 

(1996) 

Finance department reviews on the pur-

chased material value based on firm’s 

pricing strategies, then decides whether 

it is economically feasible for purchasing 

to proceed it.  

R&D Lakemond, Ferrie 

& Wynstra (2001) 

Purchasing involves in the first stage of 

R&D process: specification in which pur-

chasing provides cost estimation, equip-

ment (See chapter 2.2.2) and engages 

supplier in the process.  

The more complex development project 

is, the more constant and deeper involve-

ment of purchasing department is re-

quired. 

Bedey et al. (2008) A fruitful collaboration between purchas-

ing and R&D fosters better handling of 

materials in the later phase of the physi-

cal flow within a firm. 

Manufac-

turing 

Fawcett, S.E. & 

Fawcett, S.A. 

(1995) 

Purchasing department is responsible for 

buying materials for production activities, 

which is also purchasing’s main value-

added task.  

Vonderembse & 

Tracey (1999) 

Well-selected suppliers by purchasing 

department and good relationships with 

them play a significant role in enhancing 

the firm’s manufacturing performance. 
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Marketing Goebel, Marshall 

& Locander (2003) 

Marketing provides purchasing depart-

ment with important information such as: 

revenue forecasts, promotion cam-

paigns, plan to develop new product and 

other joint endeavours. Purchasing up-

dates suppliers’ plans and purchase or-

der following the marketing strategies. 

Williams,Giunipero 

& Henthorne 

(1994) 

Improving the rapport with marketing 

function helps purchasing to enhance: 

forecast’s accuracy, negotiation skills, in-

ternal and external customer service. 

Internal 

Suppliers 

Logistics Fawcett, S.E. & 

Fawcett, S.A. 

(1995) 

Logistics cooperates with purchasing 

staffs to ensure that the arriving time of 

procured commodity is in compliance 

with the schedule. 

Bedey et al. (2008) Logistics provides the information of de-

livery schedule, inventory and capacity 

forecasts, together with shipping inter-

space for purchasing to establish new 

supplier plans. 

Inventory Monczka et al. 

(2011) 

Warehouse department provides infor-

mation about inventory level for purchas-

ing to determine the reorder point and 

purchase quantity. 

Surplus 

Manage-

ment 

Smith (1956) 

Chapter 2.4.3 

(Surplus Disposal) 

Purchasing department is in charge of 

disposing surplus and obsolete re-

sources to other organizational units, 

sending back new material to suppliers 

and eventually, for the trade of resources 

no longer in used.  

 

Table 2 indicates how purchasing relates and affects other departmental operational under-

takings within a firm. It stresses on the importance of the collaborative activities between 

purchasing and other internal functions. Generally, the purchasing function operates as an 

internal middleman which assists intrafirm activities in the overall value-added process in 

order to enhance forecast’s accuracy as well as establish errorless and feasible schedules 

(Bedey et al. 2008). On daily basis, purchasers communicate with their colleagues across 
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the functional boundary verbally, through documents or virtual platforms. An empirical re-

search by Wisner and Stanley (1999) points out that the communication between purchas-

ing and its internal customers (finance, accounting, marketing, engineer and operations) is 

mostly one-way and not paying regard to other’s demands and perception. In the meantime, 

purchasing and its internal suppliers manage to communicate bidirectionally,  which means 

that every single involved function continuously comments and exchanges ideas to the 

other during the communication process (Goebel et al. 2003.).  

2.3.2 Collaborative issues  

Many organizations are incapable of foreseeing the potential of their partnership. This is 

consequence of intrafirm obstacles of which their employees fail to mutually communicate 

and interact and are restricted from learning from each other (Kanter 1994.). There are three 

major issues related to the collaboration efforts between purchasing and other internal de-

partments. 

 

Firstly, firm has a tendency to focus too much on meetings, documentation endeavours and 

information exchanges, which is quite taxing to its people. It is noteworthy that interdepart-

mental interaction reflects the means of managing the interrelation by communicating. The 

focal point of inter-functional collaboration is not setting up a system of data links, but initi-

ating “esprit de corps” across functional frontiers. Though, it is necessary to bear in mind 

that in some respective circumstances, fruitful cross-functional liaisons do not solely rely on 

communicational status. (Kahn & Mentzer 1996.) 

 

Secondly, other departments’ perception of purchasing as a clerical function leads to the 

neglect of keen communication (Williams et al. 1994.; Rossler & Hirsz 1996; Stank et al. 

2001; Goebel et al. 2003.). If members of important departments within an organization do 

not consider purchasing as playing a crucial role in reaching firm’s targets, there will be less 

willingness to communicate more frequently between purchasing employees and their 

cross-functional colleagues (Goebel et al. 2003.). Internal customers such as engineer and 

maintenance who view purchasing as an administrative function or are sceptical of purchas-

ing's mechanical knowledge keep on bypassing purchasing and personally work with sup-

pliers without considering firm’s policies and established process (Rossler & Hirsz 1996.). 

In addition, members of marketing perceive purchasing as clerical activities because pur-

chasing department depends on them for revenues forecasts, advertising campaigns, prod-

uct development strategy, and other information to perform accordingly (Goebel et al. 

2003.). Stanley and Wisner (1998) through their empirical study found out that the attempt 

to communicate between marketing and purchasing department was the most ineffective 
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among respective functions. As a result, it can be derived that the attempts to communicate 

interdepartmentally is likely to be made on more regular basis by members of the functions 

which are regarded as value-adding activities for the firm and a contributor to firm’s success. 

In other words, departments which view purchasing as a non-value-adding function are un-

willing to communicate with purchasing, which messes up the inter-functional collaboration.   

 

Finally, the collaboration process is difficult for firm to structerize, which sometimes 

confuses or frustrates the employees. Due to the unregulated characteristic, staffs are 

possibly bewildered of their responsibilities in the collaboration process, which ultimately 

results in personal frustration. (Kahn & Mentzer 1996.) Michaels, Kumar and Samu (1995) 

conducted an empirical research on the role stress in purchasing activities. Role stress is 

associated with role ambiguity and role conflict. Role ambiguity happens when employees 

are unable to understand their job responsibilities whereas role conflict refers to the clashing 

of expectations to a role of members in other groups. Role ambiguity and role conflict occur 

more frequently in the activities involving purchasing department and other internal func-

tions. The role ambiguity in the inter-organizational activities such as supplier cooperation 

is reported to be lower than that in the internal interactions because most firms create more 

comprehensible merits for working with outside organizations than for internal collaboration. 

Activities such as reviewing specification and setting quality standards disclose a great de-

gree of role conflict. In those activities, the purchasing staffs depend on the competencies 

of other functions’ personnel. The study also shows that the role ambiguity and role conflict 

less happen when members of purchasing function work within their department or interact 

with outside organizations.   

2.3.3 Developing the interdepartmental collaboration 

Fostering the interdepartmental collaboration is doable by combining the various facets 

which together give a meaning of collaboration (Kahn & Mentzer 1996.). Collaboration re-

fers to informal etiquettes among firm’s functional units in which resource and information 

sharing are the main activities (Ellinger, Daugherty & Keller 2000.). Therefore, to stimulate 

the inter-functional collaboration, firm needs to develop the well-structured platform to ex-

change necessary information as well as collaborative spirit between directly involved de-

partments within an organization.  

 

Information exchange is crucial for firm to facilitate its internal collaboration process. Infor-

mation flow includes documented information (mail, tax and other related documents) and 

verbal information (face-to-face team-meet, personal phoning, and virtual seminar). (Kahn 
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& Mentzer 1996.) A clear, specific and on-time information is essential for a fruitful collabo-

ration. There are two types of key information: control and educational. Control information 

is used for resource management activities. For instance, data including supplier quantities, 

kinds and performance is crucial for purchasing department to harness the buying process. 

Secondly, educational information is used to enhance the employees’ behaviour and exper-

tise which are a foundation of firm’s competences for certain strategic priorities. Having 

regard to the overload of information, the management should pay attention to what infor-

mation is requisite for business operations on daily basis to attain determined targets. 

Therefore, firm must develop an effective information system to facilitate the exchange of 

essential information regarding strategic goals and the respective departmental responsi-

bilities to accomplish them. (Fawcett, S.E. & Fawcett, S.A. 1995) Information interchange 

should be formal, well-constructed, document transactions and not require interpersonal 

communication (Ellinger et al. 2000.). 

 

The management may contemplate some special programmes or trainings which promote 

teamwork, attainment of mutual goals, inter-comprehension, formal coordination, attribution 

of the similar vision and resource-sharing between departments. Due to the considered-to-

be strategic characteristic of these undertakings, a collaboration plan needs to be adaptive 

to the planning and executing strategies of an organization and to involve various internal 

functions. However, there may be some particular situations in which interdepartmental 

training programes and other joint activites generating the personnel’s unproductiveness 

because these endeavours entail time and resources to be performed. (Kahn & Mentzer 

1996.) 

 

The efficacy of interrelation between different organizational groups depends on the inter-

perception of respective units that the rapport is worthy, fair, constructive, and enjoyable 

(Ellinger et al. 2000.). In other words, collaboration effectiveness relies on how one depart-

ment perceives the others. If purchasing’s role is considered to be relevant and a key con-

tributor to firm’s performance, other departments will make extra efforts to collaborate with 

purchasing in order to achieve the best outcome. Therefore, employees should be educated 

and well aware of the responsibilities and supportive roles of each function to the related 

ones. Firm can establish manual or guidelines which support the process of collaboration 

between its internal forces. (Aswathappa & Bhat 2009, 460.) 

 

In short, to reinforce the internal collaboration effectiveness, firm needs to develop a coher-

ent platform for information sharing between its people as well as create some collaboration 

guidelines and special workshops to bring close the interpersonal relationship. However, 
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collaborating activities are voluntary in nature (Ellinger et al. 2000), which is challenging for 

firm to regulate, control and force. The core of collaboration happens at the individual tier. 

Here, the collaboration is affected by personal networking behaviour. (Stank et al. 2001.) 

2.4 Surplus Management  

This chapter describes how purchasing department handles the excessive material which 

are considered to be irrelevant for manufacturing endeavours. Concerning the thesis prob-

lem, the author will discuss three major aspects of surplus management in this chapter 

including: the definition of surplus (chapter 2.4.1), sources of surplus (chapter 2.4.2) and 

surplus disposal methods (chapter 2.4.3). 

2.4.1 Surplus Definition 

Chandrashekar and Dougless (1997) define surplus as organizational assets which have 

been utilized in already-established or no-longer-available operations or are the outputs of 

the production session but later unlikely to be used again in the unit that accounts for these 

assets. On the other hand, Carter (1982) describes surplus as the purchased materials 

which are not used up in the operation whereas refers the extra of materials left after being 

processed as scrap (Ogbadu 2009.). Moreover, surplus also refers to the item’s status when 

stock is expected to remain for a longer period than usual or when it is considered to be 

useless. (Chunawalla 2008.) 

 

Surplus are different from idle assets signifying those which have not been consumed for 

the time being but are foreseen to be used in the upcoming time (often in a span of one 

year). Materials may be surplus to a specific department yet uncertainly surplus to other 

internal and/or external units. Hence it may be put to use somewhere else in the inter-

organizational groups such as vendors, subordinate firms and global partners. (Chan-

drashekar & Dougless 1997.) 

 

Most of the time, surplus does not have “appealing” connotation. All manufacturing firms 

reluctantly but inevitably create surplus. More importantly, surplus is believed to be related 

to “Junk” and “Scrap” loads. As a result, surplus is rarely regarded as a delightful operational 

attempt. On that account, the management does not pay enough attention to it, which is 

totally awful since the total cost of production is the sum of labour and overheads costs, 

materials expenses less possible return of surplus materials revenues. Remarkably, scrap 

sales are becoming a subordinate source for business gains. Therefore, firm can maximize 
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their financial returns by taking the full control of all factors which have impacts on the overall 

costs. (Chunawalla 2008.) 

2.4.2 Sources of material surplus 

According to Chunawalla (2008), there are two main sources which account for creating 

material surplus: (1) scrap and waste from production activities and (2) obsolete or dam-

aged inventory. 

1. Scrap and waste 
 
Spoilage and wastage refer to things which are unable to be returned to vendors, such as 

non-functioning equipment which cannot be repaired. These are usually referred as “scrap”. 

(Chunawalla 2008.) Scrap are either work-in-process wastages or defects which are con-

sidered to be useless in the present situation. However, defects are likely to be remanufac-

turing, but the cost to carry out such activities is unremunerative. (Datta 2006.) 

 

Wastage includes remnants or pieces of materials which are being processed in the pro-

duction run. Surplus coming out of manufacturing activities are unavoidable and a cause of 

popular issues because not all the production inputs are transformed and included in the 

end products. It is really unfeasible for any manufacturers to completely avoid this kind of 

surplus. Nevertheless, productive and clever operational planning, effective inventory man-

agement to handle this problem can partially help to cut down the amount of wastage. 

(Chunawalla 2008.) Sometimes, it is hard for firm to handle the bulky items referred as 

heavy inventory. After being inspected, the material will be converted into the finished 

goods. The additional handling of material results in the increase of material wastage with 

longer lead time. (Singh & Garg 2011.) 

 

Spoilage is a result of unproductive utilization of machine and equipment in the production 

process. In addition, spoilage is the piece of merchandise with poor quality which stems 

from the inefficient or mediocre purchasing. Commodities are damaged during the produc-

ing attempts or in the stored spaces are all acknowledged as spoilage. These types of spoil-

age are avoidable if firm pays more extra attention and care to such perishable items during 

the storage period. (Chunawalla 2008.) 

 

2. Obsolete or damaged stock items 
 

Commodities which are considered to be out-of-date or being replaced by the innovated 

ones - are recognized as obsolete stock (Chunawalla 2008) or as dead inventory by Muller 
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(2002). Obsolete materials are no longer beneficial for operational purposes due to prod-

uct’s remodelling, the adjustment of manufacturing process, product-line variation or usage 

of other materials (Datta 2006.). Furthermore, lavish buying ahead and intended over-pur-

chasing are additionally a typical but complex creator of surplus items. These bring about 

the threat of generating obsolete surplus, failure and mistakes in inventory checking and 

record-keeping. (Chunawalla 2008.) 

 

Obsolete materials are no longer valuable as the utilization of those materials for production 

is not essential any more. These materials are unusable anywhere in the company, but firm 

continues to keep it on precious storage area, which add more costs. Sometimes, the man-

agement is resistant to dispose it because of its high value. (Datta 2006.) Muller (2002) 

indicates three major reasons which explain why these items can’t be disposed from the 

perspectives of high-levels: firm already paid for it, it is likely to be used someday, it is likely 

to be sold someday. These excuses somehow sound rational and the thought of getting rid 

of dead inventory is possibly counterintuitive (Muller 2002.). However, their disposal is in-

dispensable regarding the issue that its holding costs are concerned. There is a known 

principle that if the holding costs in two years of respective materials are equal to or bigger 

than the scrap value, the disposing activities need to be carried out. (Datta 2006.) 

 

Over-expectation, eager and positive revenues forecasting leads to the excess of material. 

Moreover, today business brings about the needs for regular, non-stop and speedy changes 

in the designs and specifications of the commodities. Therefore, the immobile bits are sur-

plus in this driving and active marketplace. As a result, obsolete goods and their compo-

nents continuously add up to the quantity of surplus materials. In addition, the deviation 

between the planned production schedule and the actual production run causes more pos-

sibility of specification changes. The fact that more than 50% of the commodities sold are 

non-existent 10 years ago emphasize the theory of surplus materials which occur due to 

the need for innovation. (Chunawalla 2008.) 

 

2.4.3 Surplus Disposal 

Surplus disposal function had been long seen as a backwater and insignificant section 

which is required of minimal care. It has been often considered as being the procurement’s 

stepchild or orphan. (Chandrashekar & Dougless 1997.) When the item is acknowledged 

as surplus, it is the responsibility of Purchasing Department to handle it. Concerning the 

difference from the other items trading activities, material disposition is assigned under the 

purview of Purchasing function. The Purchasing Department which is responsible for buying 
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a variety of materials, components, equipment and machines attains better insights into 

who would consume the similar materials and what can be used interchangeably. 

(Chunawalla 2008.) Moreover, purchasing officers are no stranger to the market and market 

conditions (Datta 2006.). Based on this essential information, purchasing department man-

age to handle the disposal activities in the most efficient and productive way. Without a 

doubt, the purchase function is able to perform well in this interest. (Chunawalla 2008.) The 

activities of disposing scrap and surplus happen after the core buying endeavours (Michaels 

et al. 1995.). 

 

Disposal may bring benefits to firms regarding two facets including: the salvage sales of 

disposing surplus items, and the savings on inventory holding costs as a result of stock-

reducing. Though, the organization may later need to rebuy (or reproduce) items due to the 

continuous operational consumption of it. Therefore, over-elimination of these stocks may 

coerce the firm to arrange rash repurchasing schedule. Consequently, it creates the trade-

off cost between salvage revenue and declined cost of carrying inventory versus costs of 

potential rebuying. (Willoughby 1999.) Firm may long for the speedy disposal. However, it 

is necessary to take into account of the potential needs for the surplus material in the future 

when carry out any disposing attempts. In addition, the departments should be aware of the 

impossibility of saving every single out-of-use item. (Morgan 1947.) 

 

It is quite a debate of whether to dispose the surplus. It is challenging for firm to determine 

to dispose the unused inventory since it may disadvantageously affect the balance sheet 

and diminish resources which may be utilized for lending intentions. On the other hand, to 

support the idea of surplus disposal, decision makers argue that it facilitates the recapture 

of space, more efficient usage of machinery and workforce, with the addition of a reduction 

in the inventory holding costs. (Muller 2002.) The inventory holding costs consist of cost of 

capital, storage capacity and insurance. It is important to expedite the disposing activities if 

firm spend lots of money for those costs. (Chandrashekar & Dougless 1997.) 

 

According to Chunawalla (2008), there are five ways to get rid of the surplus material 

through different channels: (1) circulating it to other organizational units, (2) send back to 

vendor, (3) sale by purchasing department (4) sell to employees and (5) donate. Firm’s 

philosophy determines the surplus disposing strategy. If the company prefers to throw away 

the surplus as swiftly as possible, the choice for the suitable surplus disposal methods is 

restricted in amount. (Chandrashekar & Dougless 1997.) 

 

1. Circulating within a firm 
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With the intention of retaining the value of any kind, the information regarding the surplus 

material is distributed to the different intra-organizational functions which may manage to 

make use of the surplus (Morgan 1947.). The purchasing department here will send to var-

ious functional groups the record of surplus items which contains the necessary item’s data 

such as quantity and value (Smith 1956.). 

 

The best way to dispose the surplus item is to circular it among several units since it brings 

additional benefits to a firm. Internal usage of surplus invalidates the likelihood of “Bargain 

Loss” or “Deal Reduction” which usually occurs in other disposal methods. Moreover, firm 

is able to save more on the expense for disposal administration when the surplus is also 

used elsewhere within the concern. (Chunawalla 2008.) 

 

Usually, surplus material which is a result of the changes in the latest product design is still 

valuable to the firm. It can be used as replacement components for the old-design products 

still in sale or as re-manufacturable material for particular parts. Plenty of times a product is 

composed of variety of components which are made from similar material but different in 

size. (Morgan 1947.) 

 

2. Return to vendor 
 

If the surplus items are no longer usable within a firm, the second best disposal way is to 

send back to the vendors. Suppliers usually show their courteousness by allowing the return 

of such items especially those which are not easily perishable and become obsolete so 

quickly. This method is in favour of expensive materials when its remnants are qualified to 

be ultilized elsewhere. Such act yields the sum which mainly makes up for costs for buying 

as well as producing surplus items and equals a proper reimbursement for scrap units. 

(Chunawalla 2008.) 

 

The purchasing employees have to contact the suppliers where the procured material 

comes from in order to find out if it is returnable for credit or not. There are various factors 

which have impact on the success of returning this surplus material to suppliers. Some of 

these may be determined in the supplier’s contract such as the time span for returning the 

material, state of the returned material, price variation, and the inventory level of the 

suppliers. The biggest issue is that firm has tendency to keep surplus too long, which results 

in the value reduction of such surplus items due to its deficient quality or obsolescence. 

(Smith 1956.) 
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3. Inter-organizational trading 
 

As the purchasing function has failed to transfer the surplus items to other intrafirm 

departments or to return to its suppliers, outside sale is initiated (Smith 1956.). However, 

the outside sale may lead to some product liability issues when firm tries to get rid of surplus 

which occurs from scrap, manufactured defects, overstocked items or discontinued goods. 

Product liability refers to the responsibility of organizations (manufacturers or sellers) for 

selling defects which may be harmful to the customers (Vargo 1995).   

 

Some surplus items can be sold to the other firms such as dealers, scrap consultant or 

those who potentially use such the similar ones. The dealer here plays a role of a middleman 

which helps firm to sell the surplus items and receives commission accordingly in return. 

The scrap consultant provides the surplus preliminary survey then gives suggestions for 

sorting, assessing, managing, measuring and accounting the surplus stock of the company 

in need. On the other hand, the firm may look to open market and discover other 

organizations which could use the similar items or materials. Usually the other firms using 

the same material are competitors, though some companies operating in other business 

fields should be put into consideration. In case of scrap units, it is perfect if the 

manufacturing surplus scrap is the necessary materials or components for the other 

operational groups. (Chunawalla 2008.) 

 

One of the methods to dispose the surplus is to barter materials. Barter refers to a trading 

entity which concerns the sale of commodities and the receival of the equivalent items or 

services in return (Plank, Reid & Bates 1994) without cash involvement (Vaccaro & Isiltan 

1998). Barter organizations normally use profound electronic data platform (Plank, Reid & 

Bates 1994) to find the suitable firm in order to get rid of overstocked products with a ready 

market (Chandrashekar & Dougless 1997.). Barter agents mostly help the concerning firm 

with the issue of excessive inventory, creating substitute markets, and tapping into the idle 

operational resources. Purchasing department initially contacts the barter agent to locate 

the demand for the surplus. Then, purchasing clerks provide them with required information 

for Request for Quotation and bidding outcomes. Eventually, the purchasing function keeps 

the accounting documentation of business credits spent. (Plank, Reid & Bates 1994.) 

 

4. Sale to internal staffs 
 

Many scrap items are available to be purchased by the firm’s people. However, there are 

some factors should be considered to determine whether it is allowable to be put up for 

sales. For instance, when the items are overstocked, technically obsolete or are pieces of 
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scrap, this is highly considered to be sold to the internal staffs. In contrast, if the quality of 

surplus iems is not guaranteed, such disposal method may result in the employees’ dissat-

isfaction towards the company. (Chunawalla 2008.) 

  

5. Donation 
 

Nowadays, academic institutions are actually in needs of equipments and industrial 

resources for tutorial and practice purposes. This method to dispose operational surplus is 

viewed as a uncommon happening in the business realm. In spite of not gaining any 

financial perks, this method helps the company to foster their public image and social 

reputation. This demonstrates the firm’s awareness of its responsibility to the society. The 

amount of money which firm is unable to receive due to this give-away strategy can be 

highly regarded as the incentive to take advantage of greater community confidence. 

(Chunawalla 2008.) 

 

Surplus donation to charity can help firm to attain tax advantages. Donation to non-profit-

making organization facilitates tax deductions and may affect the disposal options. 

Charitable donation is highly considerable solution to get rid of overstocked items without 

resulting in sharp price reduction. Today, there are some organizations which can match 

the donator with a certified institution, which facilitates time-saving and effort-making to find 

the in-need ones. (Chandrashekar & Dougless 1997.) 
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3 Research Methodology 

There are two well-known research methods commonly used in theses and various aca-

demic papers: quantitative and qualitative research. The application of particular methods 

leads to certain types and quality of information obtained in order to support and illustrate 

the ultimate finding. In this chapter, the author will explain the chosen approach and demon-

strate the application of this method as an analysis tool for the thesis’s results. In this thesis, 

the author applies three collecting methods which are considered to be beneficial to the 

outcome such as emailing, interview through virtual platforms and physical meeting. Since 

the obtained data is qualitative in nature, qualitative research is regarded as the most suit-

able approach. The author will in order illustrate the reason for selecting the research 

method (chapter 3.1), specific implementation of this qualitative method (chapter 3.2) and 

the channel for data acquisition: interview (chapter 3.3). 

3.1 Qualitative Research  

Saldana (2011, 3-4) decodes qualitative research as “an umbrella term” which covers vari-

ous approaches and methods to investigate a concerned entity. The obtained inputs of 

qualitative research which are used for analysis are expressed mainly (but not solely) in a 

qualitative way, including textual contents (books, transcripts of interview, etc.) and visual 

contents (pictures, artifacts, videos, etc.). These materials record human observations and 

conceptualization of themselves or other individuals with own reflection. There is possibility 

of using the exact information and data for diverse purposes in different approaches (Trav-

ers 2011, 12). 

 

Being equivalent to two different approaches in conducting research, there are two types of 

data gathered for investigative purposes: qualitative and quantitative data. Those two pos-

sess distinguished traits in the derivation form, collection results and usage for analysis.  

Saunders, Lewis & Thornhill (2015, 569) illustrate the differences between quantitative data 

and qualitative data in three aspects (see table 3). 
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Table 3. Distinctions between quantitative and qualitative data (Saunders, Lewis & Thornhill 

2015, 569.) 

Quantitative data Qualitative data 

Based on meanings derived from numbers.  Based on meanings expressed through 

words (spoken and textual) and images. 

Collection results in numerical and stand-

ardised data. 

Collection results in non-standardised data 

requiring classification into categories. 

Analysis conducted through the use of dia-

grams and statistics. 

Analysis conducted through the use of con-

ceptualisation. 

  

In the field of marketing study, quantitative data is related to positivism while qualitative data 

is associated with interpretivism philosophy with the unlikelihood of interface (Petrescu & 

Lauer 2017.). The most noticeable distinction between qualitative data and quantitative data 

is their collected form. Qualitative data is delivered by wording and narrating and non-nu-

merical in nature. On the other hand, quantitative data includes figures, statistics and other 

numeral entities. (University of Minnesota 2018.) In qualitative research, the researcher de-

rives essential information from texts and pictures, not mathematical figures. Since texts 

and pictures may embody several connotations plus ambiguous denotations, it is crucial to 

pay more attention to the exploration and explanation of these data sources (Saunders et 

al. 2015, 568.). 

 

Qualitative data are regarded to be abundant and full in nature since it can be explored and 

interpreted in as many ways as possible depending on the researchers (Saunders et al. 

2015, 568.). Therefore, qualitative research is useful in depicting an occurrence and evalu-

ating its signification that a quantitative research is unable to offer. Qualitative study facili-

tates the comprehension and interpretation of profound phenomena and circumstance to 

develop theories and obtain daily knowledge. (Petrescu & Lauer 2017.) Quantitative re-

searchers look for determinants of the issue’s causes, forecast, and overall speculation 

whereas qualitative investigators are in pursuit of enlightenment, comprehension as well as 

extrapolation to same circumstance (Hoepfl 1997.). 

 

In this thesis, the author uses qualitative data for the analysis. The majority of obtained data 

is non-numerical in nature, such as purchasing process of the case company, the situation 

of interdepartmental collaboration, the surplus disposal methods. In addition, there are sev-

eral numerical information of number of overpurchased materials, financial report on those 

materials’ values. However, these numerical data will be interpreted and explored in a qual-
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itative manner. The author plans to use those statistical data as a concrete evident for illus-

tration and creditable platform to develop more in-depth understanding of the phenomenon. 

Therefore, such data is considered to connote the qualitative meanings. 

 

Travers (2011, 2) presents five primary methods for qualitative researchers to collect nec-

essary data: observation, interviewing, ethnographic fieldwork, discourse analysis and tex-

tual analysis. In the empirical part, interviewing purchasing managers and other purchasing 

clerks as well as researcher’s observation will be used as the main sources to obtain sec-

ondary data. Observation enables in-depth insights rather than interviewing in the situation 

of which the interviewees may not be knowledgeable or try to avoid the discussion, but the 

researcher can somehow derive the knowledge from personal observation (Hoepfl 1997.). 

3.2 Research design 

The research design specifies the main research question to be studied (Hoepfl 1997) and 

sketches out the agenda for providing the required answers to the investigative questions. 

It includes the precise channels from which the data is collected, suggested mediums for 

data analysis, and discusses other potential issues encountered during the research period. 

(Saunders et al. 2015, 162-163.) The certain proposal of qualitative research is determined 

by the objective of the investigation, what data is considered to be most helpful and most 

creditable (Hoepfl 1997). Below is the illustration of the research design in order to collect 

needed data.  

 

 

Figure 10. Research methods 
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There are three stages in the research process involving different respondents, ways to 

obtain the necessary information and methods to analyse such data. The three biggest in-

formation sources which account for the whole thesis content are field research, company 

report and inputs from interviewing relevant individuals. In the first and second phase, data 

is gathered through “outside” channels. Thanks to these inputs, the author manages to have 

a better and clearer understanding of the research problems. This generally assists the 

author in further suggestions and recommendations to solve those issues.  

 

It is important to approach the research design flexibly since those phases may not be fol-

lowed by the exact order and are likely to be conducted simultaneously especially phase 1 

and 2. Shortage of necessary information forces the author to go back to the phase which 

already has passed. Therefore, it is imperative to employ the research design in an innova-

tive manner via personal deliberation and learning, which helps to avoid unproductive result 

of the poorly developed study.  

3.3 Interview 

Both qualitative and quantitative researchers have a tendency to depend on interview as 

the fundamental method of collecting data regardless of the researchers’ objectives which 

either target at rich, in-depth information or gather simple quantitative data such as respond-

ents’ rating in a scale of 1 to 10 (Denzin & Lincoln 2005, 698.). Saunders et al. (2015, 388) 

describe the research interview as a driven interactive discussion involving plural parties. 

This method facilitates documenting and asking for personal and organizational viewpoints, 

thinking, conviction and impression about their own encounters and surroundings to com-

pare with the fact-based information (Saldana 2011, 33.). Using interview method enables 

researcher to collect creditable and authentic information which are needed for building the 

research’s content. In addition, it may encourage the idea refinement especially when the 

researcher has not come up with the fully-developed research question. (Saunders et al. 

2015, 388.) Researcher may employ qualitative interview as the core method to obtain the 

required information or mix it with other data-gathering approaches such as observation, 

content analysis and other modes (Bogdan & Biklen 1982.). 

 

Interview requires the researcher to ask questions for a planned purpose and pay attention 

to the participant’s replies in order dig deep in these answers for investigation (Saunders et 

al. 2015, 388.). In order to do this, researcher should develop a precise interview guide. 

Hoepfl (1997) refers to an interview guide or “schedule” as a catalogue of enquiries or well-

established subjects which need exploring during each section of interaction. It is expected 
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to have unplanned responses from the participants regardless of the interviewer’s endeav-

ours to assure the similarity in the respondent’s inputs by preparing the interview guide 

beforehand. Interview guides regulate the interview time, keep different topics at the struc-

tured and comprehensive level, and maintain the conversion focus. (Hoepfl 1997). 

 
There are three major types of interviews including structured, semi-structured or unstruc-

tured interview (Denzin & Lincoln 2005, 698) or referred by Patton (1990, in Hoepfl 1997) 

as open-ended interviews, semi-structured interviews and conversational interviews re-

spectively. Structured interviews rely on the interview guides which contain proposed ques-

tions to be asked by the researcher (Saunders et al. 2015, 391.). In semi-structured inter-

views, the interviewer is given the unlimited access to his or her own examination and ex-

ploration within the predetermined boundaries of the on-research topic (Hoepfl 1997.). Un-

structured interviews do not follow the interview guide. It is the most-used channel to gather 

the richest information. The interviewees are given a chance to freely discuss the subjects 

which they may view as a relevant concern. The interviewer is expected to assign the pri-

mary theme during the interacting period. (Corbin & Strauss 2008, 38.) 

 

In this thesis, the author will use the structured or standard interview as the only mode to 

garner the required data from Purchasing Manager and Purchasing Staffs. The author will 

prepare a list of enquiries beforehand to ask the particular participants. As can be seen in 

Phase 2 of the research design (see figure 9), the author will proceed on interviewing some 

relevant individuals to obtain in-depth data about the purchasing activities and company’s 

current situation. The author seeks factual data as well as personal understandings, per-

ceptions, feeling and evaluation on the nominated topic. These responses will be used to 

address and explore the issues expressed by the investigated questions. The interview 

questions will be customized based on the participants’ work position: the management 

versus the office employees. To be precise, the author will interview the Purchasing Man-

ager, one senior purchaser with seven years of experience and one junior purchasing clerk 

working in the company for almost two years. The schedules for those face-to-face inter-

views were arranged by the author, followed by the approvals from the company’s repre-

sentatives. Lists of specific interview questions are included in Appendix 1 and 2. 

 

In addition, during the process of writing this thesis, the author also receives additional ex-

planation on sudden-occurred topics, specialized knowledge and other assistance from the 

employees of purchasing department via virtual platforms (email, skype). This is one chan-
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nel for data gathering which is helpful, convenient and time-saving for author and the in-

volved parties. This information-exchange session will not be scheduled beforehand and 

can be set up ad hoc. 
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4 Empirical Findings 

The objective of this segment is to examine the first three investigative questions of the 

research. In order to answer these questions, the author embarks on the qualitative ap-

proach to analyse the garnered data through interviews and company’s report. Three in-

vestigative questions are scrutinized by respective order in the equivalent chapter, which 

fosters logical and coherent understanding from readers. This chapter demonstrates the 

results attained by the data-gathering method explained in the previous chapter.  

4.1 Purchasing Process of the company 

In this section, the author will introduce the purchasing process of the company as well as 

how purchasing officers calculate the order quantity. The data is collected through personal 

face-to-face interviews and via virtual contacts such as phone, emails and skype. 

4.1.1 The purchasing process in details 

Productive purchase of commodities plays a tremendous part in creating the competitive 

advantage for a business. The purchasing process connects different associates in the sup-

ply chain as well as become involved in keeping an eye on the performance of suppliers in 

that chain. Purchasing is a profound process which is sometimes hard to put into words, 

comprehend and control by the management. Purchasing process refers to the achievable 

conduction of a chain of boundaries-spanning activities. (Novack & Simco 1991.) 

 

Purchasing process varies depending on particular business’s conduct. Though, there are 

some compulsory steps to be carried out in order to assure the coherence and productivity 

of the whole process. The common steps included in a purchasing process have been dis-

cussed in the chapter 2.2.2, using Van Weele suggested model. By interviewing Ms. Xx as 

known as Purchasing Manager of the commissioning company (see appendix 1), the author 

manages to collect mandatory and relevant information about their purchasing process.  

 

The general purchasing process of the company consists of different activities spanning 

across various internal functions and organizational groups. The process starts with pur-

chaser receiving the order from operation units. Purchasing employees are required to input 

the information about purchase quantity and product style to an excel file to follow and rec-

ord. Later, the operation will send the estimation data on style, colour, consumption, quan-

tity, stock and price of the items which need to be purchased. This is referred as a product 

specification. In the company, technical specification is used in order to determine exactly 
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the expected outcomes of the purchased material. The purchaser will forward these speci-

fication files to the suppliers. Vendor will later send the samples to the purchasing staff to 

evaluate and assess the materials’ quality. After approving the sample, purchaser proceeds 

to calculate the order quantity based on the consumption data from WS department. Then, 

purchasing clerk should create the purchase requisition, issue the purchase order (PO) and 

send to the suppliers to confirm the delivery date. Purchasing staffs still have to follow-up 

the suppliers to assure on-time delivery and qualification of acquired materials. The process 

ends with receiving invoice from suppliers and transmitting to finance department to pro-

ceed the payment. The whole process is illustrated in the following figure. 

 

 

Figure 11. The purchasing process of the case company 

  

Since the supplier is appointed by the ultimate client, purchasing personnel may skip the 

step of finding suitable suppliers. In some cases, such as new client or new product devel-

opment, the purchaser has to look for the capable vendors themselves. Most of the cases, 

the purchasing officer will check their existing supplier base for the right ones to send the 

requirements and quotation. If no suppliers are fitting the measurement, purchaser in the 

company will search for new ones, typically through networking or word-of-mouth method. 

Receive the order from operation department

Input the file to follow

Receive product specification from operation 

Send the specification to the suppliers

Receive samples from suppliers to evaluate

Calculate the order quantity

Issue & send Purchase Order to suppliers 

Confirm the delivery date 

Material in-house and follow-up 
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The two merits that are considered to be the most imperative for the selection of the right 

supplier are quality and price in which quality weights more than price according to the 

company.   

     

The process to order materials priorly described is a general procedure for every item. It 

may be modified depending on the types of items, particular lead time and urgent cases. 

For example, when the lead time is long, the purchaser may need to speed up the determi-

nation of product specification from the operation function for quick progressing to the sup-

pliers. In some special cases, the purchasing staffs are not allowed to approve the samples 

from suppliers. Those samples are asked to send to the ultimate client for approval, com-

ments and any further instructions. In the urgent situation, the purchaser can expedite the 

process to meet the deadline.  

 

Usually, it takes approximately 1 to 3 days for purchasing staffs to check the purchase req-

uisition and create the PO. After issuing the PO, it is regulated to be sent to the suppliers in 

the span of 3 to 5 days. The lead time of suppliers in China and Taiwan is 2 days and 7 

days respectively. The delivery date should be 14 days prior the production run. In other 

words, the purchased materials must be in the warehouse for the maximum of 2 weeks 

before being used by the operation department. Typically, the order process should take 

around 7 to 10 days to proceed after receiving the order to purchase from operation depart-

ment.  

  

Conventionally, the purchasing process is a system which is non-automatic and works 

based on paper. Nevertheless, thanks to the innovation of information technology, elec-

tronic devices and the Internet, lots of businesses are shifting toward a more computerized, 

preprogramed system. A suitable purchasing system assures the efficient information flow 

between the users and the purchaser. Additionally, the system is required to operate ade-

quately and be controlled by the person in charge as a purpose of prohibiting the exploita-

tion of purchasing budgets. (Wisner et al. 2012, 43.) 

 

The company has employed an ERP system in order to assist the purchasing process. The 

ERP system is functioned to create the purchase requisition and the PO in favour of pur-

chasing employees. Staffs use this system to calculate the exact quantity of purchased 

items based on the estimation data from WS department. The PO normally contains basic 

information of suppliers, item’s description, quantity, the PO value, delivery date and the 

destination of shipment.  
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4.1.2 Calculation of order quantity 

Purchasing personnel is required to follow the financial budget estimated by the manage-

ment for the particular procured items. The total value of PO for that product should not 

surpass the limit costs for buying materials and components. When the PO value exceeds 

the qualified sum which is priorly set in order to achieve the planned budget, the purchaser 

will fail to proceed and issue the PO. This leads to lots of issues mainly because of the 

variation of trading prices for the material. The decided budget is usually calculated based 

on the previous price for acquiring the material. Therefore, problem with the system will 

occur if the material price changes, which takes more time to correct and modify the inputs 

as an attempt to issue the needed PO.  

 

The company uses Bill of Material to manage the important information of one product. Bill 

of Material is a list of materials and component required in order to produce a complete 

garment. In the company, BOM is developed by the operation department and forwarded 

to the purchasing function in order to start the buying process of these materials. A BOM 

commonly consists of product’s description, material’s consumption, estimated cost for 

each unit and total amount for all purchased items. (Sarkar 2012.) 

 

In this thesis, the problem with purchased surplus materials occurs in the step of calculating 

the purchase order. The WS department is in charge of estimating how much material will 

be used in order to produce one item of clothing. Then the purchasing staffs depend on that 

data to calculate the required amount of those materials to purchase in traded unit. To be 

specific, fabric is purchased by yards while thread is bought in cone. In addition, the pur-

chasing employees usually order extra 3 to 5 percent of the calculated quantity. 
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Figure 12.  A sample of Bill of Material with estimated consumption and purchase quantity 

(Sarkar 2012.) 

 

For example, the WS sends their estimation of how much thread is used to sew one com-

plete garment as 5500 yards per garment. The purchasing personnel then needs to calcu-

late how many cones to be ordered. The company uses big cone which is made of 2750 

yards (2500 meters) of thread. We have: 5500 yards = 2 cones. Therefore, in order to sew 

10 garments, the operation department needs 20 thread cones. Then, adding to the extra 

of 5%, purchaser has to order the number of cones based on the following calculation: 

- The needed quantity for manufacturing = 20 cones 
- The extra quantity to be ordered = 20*0,05= 1 cone 
- The total amount of cones to be purchased = 20+1 = 21 cones in total 

4.2 The situation of leftover in 2018 

The company uses the term “leftover” to define the excessive amount of materials pur-

chased and the over-manufactured items. Therefore, in this empirical section, the author 

will refer to the terminology “leftover” used by the company when discussing the surplus 

materials. The term “leftover” and “surplus” will be used interchangeably without explicit 

distinction. The formal mechanism of which leftover data is recorded and managed will be 

introduced, followed by the discussion of leftover situation in general and in selected ac-

counts.  
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4.2.1 How company keeps track of leftover 

Company X has divided the manufacturing materials into three major categories: raw ma-

terial, sewing material and packing material. Raw material is the most important and valua-

ble material creating a complete garment, which is fabric. Sewing materials include different 

accessories or small details in one particular cloth such as labels (heat label, time label, 

care label, etc.), sewing thread, stickers, security tags, tapes and zipper.  Packing materials 

consist of several items used for packaging purposes. These include poly bag, relevant 

tapes, carton box, tag pins, hangers, labels, hangtag and packing stickers.  

 

In company X, leftover is recorded in an excel file and updated by purchasing staffs by the 

end of each month. It helps managers to keep an eye on the purchasing performance and 

up-to-date situation of leftover in one particular month. The following figure is a sample of 

how leftover is documented and broken down in details.  

 

 

Figure 13. A monthly summary of leftover in one account 

 

Leftover data includes the total value, each types of leftover value, value coming from dif-

ferent reasons such as yard yield savings (YY savings- how much fabric is saved after 

production stage), booking mistakes from purchasing staffs, customer liability, supplier 

over-shipping, minimum order quantity and other reasons. In addition, the monthly net sales 

and leftover ratio as percentage to that revenue are included. Despite particular modification 

of the reporting format for specific needs in different accounts, these types of information 

will be basically covered in the purchasing reports from most of the accounts.   

 

In addition, each leftover item is recorded and put down in separated excel sheet including 

detail information. This helps purchasing staffs to keep track of and search for specific ma-

terial for future needs. This record is updated by warehouse or operation staffs and to be 

monitored by purchasing personnel.  
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Figure 14. Basic details of leftover in one account 

 

The leftover is put down in categories, number, name, kind (Fabric or accessories), meas-

ured unit, storage warehouse, quantity, unit price, the gross value for each item (leftover 

amount) and any further comments from merchandise personnel.  Purchasing staffs usually 

check this file before ordering new items or search for material substitutes if there is short-

age in production.  

4.2.2 Leftover situation 

The leftover level is managed and monitored by purchasing department. It is counted as 

one of the KPIs for purchasing personnel to keep track of their doings. The company, in 

addition, uses the leftover KPI to control the waste and maximise the EPM. Usually, the KPI 

will be updated and reviewed by the management at the end of each month. The leftover is 

reported in value and percentage compared to the net sales. Every 10% of the net sales 

will be counted as less 1% on the turnover. 
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Figure 15. Surplus material as percentage of sales in 2018 

 

Figure 15 is the situation of leftover in all accounts in the first half of 2018. The desired level 

for leftover is 0,5% of the overall revenues. Throughout six months of 2018, the leftover 

ratio always exceeds the preferred level. The lowest leftover ratio is recorded as 0,6%. On 

the other hand, the highest number is 2,96% in February which is nearly 6 times higher than 

the regulated one. Generally, the leftover ratio fluctuates in the course of six months. How-

ever, the overall ratio (1,61%) is still higher than the budgeted one by more than 300%.   

 

According to the purchasing manager, the overall leftover ratio which is calculated from the 

average of leftover ratio from all accounts each month is considered to be an acceptable 

number though it bypasses the desired percentage. This data depicts the leftover trend in 

the overall performance of the company. The leftover ratio has tendency to decrease slowly 

in the first half of 2018 in comparison with the concluding average one of 2017 which is 

1,7%.      
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Figure 16. Surplus material as percentage of sales in 2018 in 7 accounts 

 

The above figure is the break-down of leftover ratio in seven biggest clients or accounts. 

These clients accounted for 91% of the total net sales in the first half of 2018. In general, 

the desired level 0,5% is hard to achieve by most of the accounts. However, account B has 

been maintaining the perfect level throughout six months with the exception of April with 5% 

of leftover compared to its monthly net sales. The highest number is 11,56% from account 

G in February, which is significantly 23 times higher than the set level. The lowest ratio is 

0,14% in January from account F. It can be said that in the first month of 2018, F managed 

to purchase the perfect quantity of materials which helps to avoid any surplus. Generally 

speaking, the overall level of leftover from the majority of accounts is around 5% and below. 

There are only four significant cases among 56 reported ones exceeding 5%, which are 

caused by account G with 11,56% (February), account D with 7,75% (March), account F 

with 6,97% (March) and 7,76% (June). 

 

Nevertheless, it is noteworthy that high leftover ratio does not equal to high value of leftover 

and vice versa. For example, in August, the account E and F are reported to have dramat-

ically difference in leftover ratio as 2,93% versus 7,76% respectively. However, in fact, the 

January February March April May June July August

A 0,24% 1,20% 0,42% 3,63% 0,46% 1,40% 1,90% 1,42%

B 0,49% 0,50% 0,35% 0,42% 0,34% 0,43% 0,92% 1,44%

C 2,08% 5,27% 2% 2,32% 5% 0,20% 2,17% 1,42%

D 0,49% 2,39% 7,75% 0,35% 0,32% 0,98% 1,31% 2,10%

E 1,42% 3,12% 1,50% 4,93% 1,37% 0,91% 0,27% 2,93%

F 0,14% 2,40% 6,97% 0,91% 2,69% 0,31% 3,97% 7,76%

G 2,39% 11,56% 3,19% 4,26% 4,86% 3,77% 2,81% 3,40%

Target 0,5% 0,5% 0,5% 0,5% 0,5% 0,5% 0,5% 0,5%

0,00%

2,00%
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6,00%

8,00%
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value of surplus materials from account E is over $80 000 while account F has wasted more 

than $20 000 on overbuying the materials. The value of leftover from account E is almost 4 

times bigger than that from account F in contrast of the particular leftover ratio from the two 

accounts.  

 

Material’s prices and differences in the revenues are primary determinants of the reported 

values of the leftover. The higher sales revenue is, the more goods will be produced, hence 

the more materials will be purchased for production. The value of leftover depends on the 

volume of the leftover. That explains the situation in which an account having lower level of 

leftover wastes more money on surplus materials than other ones. Therefore, using the 

leftover ratio to assess the firm’s performance promotes fairness in evaluation and helps to 

avoid any misled perception and judgement.   

4.3 Reasons for excessive purchased materials 

There are lots of reasons which explain for the over-buying of materials. Those causes are 

divided into two categories including external and internal factors. The external factors come 

from outside of the firm while the internal ones are caused by the firm’s workforce. As stated 

before in the chapter 1.4 (Demarcation), internal factors will be the main focus of the thesis.  

4.3.1 External liability 

Since purchasing is a boundary-spanning function, activities carried out by purchasing de-

partment involve different internal and external groups of people. The external units which 

work most closely with purchasing function are suppliers. Vendors play a significant role in 

determining the performance and delivered outcomes of purchasing department. As for the 

case company, there are three external factors which are the primary sources for the ex-

cessive purchased materials: suppliers, the minimum order quantity and customers liability.  

 

First, the most occurred reason for leftover relates to the quality of the procured materials. 

Materials which are not matched with the requirements or expected condition cannot be 

used in the production since it may affect the quality of the end product. It applies in some 

important materials such as fabric and thread. Since fabric is mostly bought from foreign 

suppliers (China and Taiwan) and shipped by sea, there are lots of factors affecting the 

quality of fabric. Most of them come from external forces (force majeure, weather, humidity, 

temperature, handling activities) which are hard to avoid or harness. These incidents cause 

the physical changes of fabric such as the faded colour, scratch, mould and the stretch-out. 

As a consequence, those unqualified materials are unable to be consumed by the company, 
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hence become leftover or waste. For those unusable items, company usually resorts to 

destruction method though in some cases, it was sent back to the suppliers for better han-

dling. Supplier over-shipping is reported to be a common reason for surplus materials in the 

case of the company. Suppliers have tendency to ship more than required, which causes 

extra receival of the ordered items.  

 

Second reason explaining for the excessive purchased materials in the case of company X 

is the Minimum Order Quantity (MOQ). The MOQ refers to the least possible quantity of 

commodity to be sold to the outside organizations in order to generate financial profits or at 

least achieve the break-even point. In other words, MOQ sets the required smallest amount 

for a sale order. For example, company X needs total of 300 thread cones and plans to 

order from supplier Y. However, supplier Y only sells those items with the volume of 400 to 

be at least. If company Y has any sale orders under 400 quantity, they will suffer financial 

loss because the manufacturing costs are higher than the sales revenue of those. As a 

result, the case company has to buy the extra of 100 items to hit the MOQ required by their 

supplier. MOQ is regarded as one of the external factors accounting for the overbuying 

concern of purchasing department.   

 

Thirdly, the customers are sometimes held liable to the surplus materials. This takes places 

when the customer decides to terminate the contract without prior announcement. In that 

sense, the purchasing staffs carry out the buying activities according to the production plan. 

The purchasing department has already bought the required materials without being in-

formed of the contract termination from the customers. In addition, sometimes the custom-

ers change or update on their product’s design but fail to notify the company before their 

purchasing schedule. As a result, the purchased materials are no longer needed and 

counted as leftover. 

 

  

Figure 17. The external reasons for surplus material 
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Figure 17 illustrates how often each factor would occur as the cause for the over-purchasing 

of materials. This figure is the aggregate of statistics recorded in the span of January to 

August from the data regarding seven biggest clients of company X. In general, MOQ does 

not happen frequently while supplier and customer factors account for most of the cases of 

extra materials. Concerning the apparel industry which is fast-moving and sensitive to end 

consumers’ preferences, the clients of company X are inclined to design’s changes and 

add-ons. Extra modification at the last minute from the clients results in the unsuitability of 

priorly-planned materials. In addition, supplier sending glut of goods to make up for the 

items of bad quality is also the main reason for excessive materials found in the warehouse.            

4.3.2 Internal liability 

The internal liability relates to the operational outcome of intrafirm functional units. It is af-

fected by the activities carried out by the company’s workforce. Whereas external liability 

refers to the outside business units, the internal liability involves the entities inside the com-

pany. Regarding the thesis’s topic, there are two major elements which account for the 

surplus materials procured by the purchasing department: interdepartmental involvement 

and intradepartmental mistakes. 

 

1. Involvement of other internal departments  
 

Purchasing activities correlate with other operational endeavours carried out by different 

internal functions. Purchasing clerks collaborate with members from other departments on 

a regular basis to facilitate the organizational productivity. Therefore, activities operated by 

other departments have impact on the performance of purchasing personnel. The purchas-

ing function in the case company is no exception to those practices.  

 

In company X, purchasing staffs receive data from WS department in order to place pur-

chase order accordingly. WS is responsible for calculating how much of material needed 

for the production run. Problem occurs when the calculation is exaggerated, which results 

in the absolute error to exceed the tolerance. Hence, the order quantity is over-predicted 

leading to needless materials. In other words, based on the estimation from WS department, 

the purchasing staffs will calculate the aggregate amount of materials to be procured. Inac-

curate estimation causes material surplus. The estimation error takes place during the ac-

tivity of forecasting the total amount of fabric consumed to produce garments.  
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In the interviews with purchasing manager and purchasing staffs, it is stated that the esti-

mation inaccuracy is the main reason accounting for the overbuying materials. In this case, 

fabric is specifically addressed since the company spends the most on buying that material. 

In monthly purchasing report of all accounts in company X, the company uses the term 

“Yard Yield (YY) Savings” to refer to the difference between the forecast number and the 

actual amount being consumed by production. In brief, it indicates how much fabric is saved 

or unable to be used up after the manufacturing process. By the end of every month, YY 

savings figure is written down in purchasing report and included in the breakdown sheet of 

fabric leftover details (see figure 13). There is amount of YY savings reported in all of the 

accounts, which means every account buys more than needed because of the inaccurate 

estimation of how much materials will be used for production. Significant variation of book-

ing YY to actual YY results in the high quantity of leftover.   

 

There are lots of determinants which reinforce the inaccuracy of material consumption es-

timated by from WS department. It can be summed up as two major factors: objective and 

subjective factors. Objective factor is associated with the operational activities whereas the 

subjective one relates to the employee’s performance.  

 

Regarding the objective determinant, method of manufacturing garments explains this phe-

nomenon clearly. Before mass production, the company first has to make garment samples 

or run the pilot to be assessed by the customer. The WS staffs calculate how much materials 

will be used based on actual material consumption from the samples. In other words, WS 

department will produce the samples first and later report how much fabric or thread is 

needed to complete one sample garment. Then, WS will use some special mathematics 

formula based on that actual figure to come up with the final consumption. This data is later 

forwarded to the purchasing department to calculate the order quantity. The deviation in 

calculation is inevitable since this is done manually. In addition, material consumption varies 

depending on the garment’s specifications such as: style (long or short sleeves, collar, 

pocket, hood, etc.), size (S, M, L, adult, children, etc.), utilisation (sports, lingerie, dress, 

etc.) and so forth. The deviation may be trivial for one garment. However, in the production 

of 1000 garments, the gap between the actual and forecasted figure may be significantly 

high, which results in the excessive purchased materials.  

 

On the other hand, subjective reason comes from the company’s personnel. To be precise, 

it involves the WS staffs and their counterparts in purchasing function. In accordance with 

the interview’s results and author’s own observation, there is lack of efficient communication 

between purchasing staffs and their colleague in WS department, which is believed to cause 
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the continuity of overbuying materials concern. WS gives their calculation of material con-

sumption without caring much about the amount of leftover because “dealing with leftover” 

is the responsibility of purchasing function. When purchaser notices the excessive amount 

of materials bought through monthly report, he or she does not communicate or work with 

WS employees as to review or enhance their estimation for the upcoming purchase order. 

If there is communication on daily basis between purchasers and their WS peers, purchaser 

is able to discuss the previous and calculation, on top of that, give suggestions or modifica-

tions on the material consumption. Purchaser may help to improve the calculation based on 

their knowledge learnt from generating well-done purchase orders for the similar materials 

and alike garment’s style. However, in the reality, purchaser does not even know the in-

charge person in WS who actually provides the data of material consumption. WS staffs 

update the data in the integrated virtual platform which can be accessed by purchasing 

department. It is the commonly-used way to exchange the required information.  

 

In the interviews with purchasing officers, when being asked the reason why there is little 

interpersonal communication between two departments, the purchasing staffs stated that 

there was no clear guidelines or requirements by the company to do so. In addition, it is 

unclear of how they are able help with WS’s calculation since they have no idea of the 

calculation’s method and formula. Interfering with WS’s business may create additional is-

sues, which ultimately messes up or delays the calculation process. Furthermore, the inter-

communication activities are believed to be time-consuming and non-value-adding endeav-

ours. The benefits of interdepartmental collaboration appear to be debatable and unfore-

seeable to the purchasing staffs as well as the management. As a result, there is no will-

ingness to communicate interpersonally between WS and purchasing department to dis-

cuss the estimation of material consumption.  

 
2. Purchaser’s mistakes 

 

In some cases, the purchasing staffs are responsible for buying too much of the materials 

then required. This occurs because purchaser does not check the leftover from previous 

purchase order or books with higher extra percentage. Usually company sets the order extra 

of 3% or 5% depending on the products. Therefore, the purchaser may use 5% instead of 

3% decided for those materials. There are some common mistakes caused by the pur-

chaser such as: order from wrong suppliers, purchase inaccurate materials listed in the 

specifications, incorrect purchase quantity. The wrongly-purchased items cannot be used 

for production, which eventually become the leftover at some point in the future. These 

mistakes come from the carelessness and negligence of purchasing staffs when proceeding 

the purchase order without thorough checking and review. Fortunately, this happens once 
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in a while as in the course of eight months, there are five cases of booking mistakes reported 

in account A, C, G in total.  

4.4 The consequences of over-purchased materials 

There is a saying that goes, “Too much of anything is bad”. This philosophy applies to the 

situation of excessive materials purchased by the case company as well. The act of over-

buying materials brings more harm than good to the company as well as the ecosystem.   

4.4.1 To the company 

The most noticeable consequence of having surplus materials is the increased costs of 

purchasing, additional inventory holding costs along with costs of item destruction. In the 

end of the first half of 2018, the sum of leftover value is reported to be over $1,5 million 

dollars whereas surplus fabric accounts for over 61% of the total leftover value. In 2017, the 

company wasted more than $3,6 million dollar on those unoptimizable items, which equals 

to 1,7% compared to the respective net sales. Improving purchasing performance will help 

to reduce those inefficient costs for overpurchased items.  

 

When surplus materials are recognized, purchaser will measure the usability of those items 

in order to proceed with the follow-up management of leftover. Many of which can be reused 

in the next production run or else to be written off. Those which are reusable are stored in 

a warehouse and will be inspected by Quality Assurance (QA) personnel prior its consump-

tion for the next production session. The purchaser will check the availability of those ma-

terials for the quantitative deduction of the next purchase order. All material activities are 

managed through ERP system.     

 

It costs the company to maintain the overpurchased materials in the warehouse. In order to 

preserve the quality of materials, it takes efforts and resources to provide the appropriate 

storage environment such as temperature, humidity, heating and other holding conditions. 

Atmospheric state is the most influential factor which affects the overall qualitative charac-

teristics of fabric. Two most common damages to the fabric are the changes in colour and 

the loosening of thread linear density. Careless handling from staffs causes deterioration in 

the physical dimensions of fabric including scratches and stretch-out. The storage plan is 

divided into three periods: 1 to 30 days, 30 to 60 days and over 60 days. Usually, the leftover 

needs to be used in the span of one to two months after being placed in the warehouse. 

Regarding the materials’ quality and inventory holding cost, the second choice (30-60 days) 

is highly preferred by the production function.  
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When the leftover is identified as an unproductive entity to the company’s operation, it is 

planned to be destroyed. Purchasing department is responsible for making decision to dis-

card the unusable materials while the warehouse function carries out the activities associ-

ated with the demolishment of those ones. The destruction activities are outsourced to the 

local organizations. It is considered as a “double” expenditure to the company as it involves 

the costs to purchase and to get rid of those materials. On average, the discarded items 

account for 30% of total value of leftover.  

 

Beside the financial aspect, over-purchasing materials exploit other intangible resources of 

the company. The company’s workforce is required to make additional efforts to handle 

those materials especially the warehouse personnel. QA staffs may need to conduct the 

inspection process twice. The first one is when the materials are delivered to the warehouse 

and the second one is after its storage period. Moreover, it occupies more resources on 

ERP platform as well as processing time for staffs to input the data on such system. These 

resources such as efforts and time can be saved up for other value-adding activities. 

4.4.2 To the environment 

Higher demand leads to higher supply. When the company overbuys materials from its sup-

pliers, more products will be generated leading to greater stress to the environment. The 

production activities are either modestly or greatly harmful to the ecosystem. In this case, 

the author refers to the manufacturing process from the company’s suppliers including pro-

duction of fabric, thread and other materials. Among different business industries, the textile 

dyeing activities are identified as one of the operational endeavours which is the most un-

friendly to the environment (Chequer et al. 2013, 153.). The higher amount of fabric pur-

chased by the case company, the more activities of dyeing will be carried out by its suppli-

ers. The issue here is that the case company does not use up all the purchased fabric. As 

a result, higher amount leftover implies more negative impact on the environment in a com-

pletely irrelevant way. 

 

The textile industry uses a solid amount of water for the production endeavours primarily in 

the process of dyeing and product’s finalization. That wastewater generated by the opera-

tional process of the textile business is identified as the biggest pollutant among all manu-

facturing businesses, regarding its discharged volume and its composed elements. The 

textile industry discharges around 200,000 tons of dyeing wastes annually because of the 

inefficient dyeing activities. Most of the colouring agents get away from the common treat-
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ment for wastewater and remain in the natural habitat, which may constitute threats to hu-

man’s health to some extent. Up to now, there has been no better method developed to 

remove the pigment and the poisonous constituents of the dyes disposed to the nature. 

(Chequer et al. 2013, 152-167.) 

 

Moreover, inventory proceedings are harmful to the environment in various aspects. In order 

to maintain the environmental conditions of the storage space, the company must use some 

technical equipment which operates by consuming electronics or other energies. The equip-

ment running produces emission or harmful gases to the ecosystem. In addition, extra trans-

portation of the leftover emits more carbon dioxide or greenhouse gases through the pro-

cess of burning fuels of the engine. 

 

In summary, excessive materials purchased have negative effects to the environment. It 

comes from the interfirm operation and intrafirm activities. Unneeded demand reinforces 

the unnecessary production quantities, putting more stress to the environment. Among all 

manufacturing activities, the most polluting process is dyeing fabric. Intrafirm operational 

attempts such as additional activities of the material handling of leftover release emissions 

to the ecosystem as well.  
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5 Discussion 

This chapter delves into the results of the research. Based on some key takeaways from 

the empirical data analysis and the theoretical findings, recommendations to improve the 

situation are presented. Research limitation is also discussed. In addition, author will sug-

gest other readings or research which are believed to be relevant, useful and supplementary 

to the thesis’s concern. Personal reflections through the process of conducting this research 

are expressed and evaluated.     

5.1 Recommendations  

This section looks to deliver the answer to the fourth investigative question: How to improve 

the current situation of material surplus purchased by the case company?. Suitable solu-

tions based on the actual data analysis and theoretical practices will be demonstrated. The 

author will propose the action plan which is expected to improve the current situation in the 

areas of purchasing practices, interdepartmental collaboration and surplus disposal at-

tempts. 

5.1.1 Purchasing 

It has been proved that purchasing has great impact on the specification process (chapter 

2.2.2). In this case, the purchasing department should be involved in the activity of calcu-

lating material consumption. This does not mean purchasing department needs to merge 

with WS and carry out the calculation by themselves. Instead, purchasing personnel should 

contribute their attained knowledge and experiential takeaways of the particular material. 

As a rule of thumb, purchaser usually obtains in-depth knowledge of the utilization and 

management of the material, especially those from repeated buying. Since purchasing de-

partment has to keep track of leftover amount, they can share their experiences with the 

encountered items as well as give great observation and evaluation on its consumption 

history.        

 

In addition, company should carry out training sessions for their employees to understand 

the operational activities of other departments and how it affects the performance of pur-

chasing function. Employees from other departments should be better aware of the im-

portance of purchasing function as well as its strategic role and contribution to overall firm’s 

success. On top of that, purchasing personnel is required to fully understand their respon-

sibilities and the constraint of their accountability.  
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Nowadays, many firms have established cross-functional sourcing teams for the enhance-

ment of coordinating and collaborating activities. Cross-functional sourcing teams are made 

of different functional members who come together in order to facilitate the procurement 

endeavours or any activities of material management. A research proves that a cross-func-

tional team results in more accurate intrateam communication, more efforts generated, 

more satisfactory information exchange, team conferences found more helpful. (Trent & 

Monczka 1994.) In case of the commissioning company, it is possible to put together staffs 

from Purchasing and WS or warehouse to improve the procurement process and the mate-

rial’s follow-up. However, this may go against the current organizational culture and struc-

ture, thus creating chaos, confusion and discontentment in the working environment.  

5.1.2 Interdepartmental collaboration 

There is an important need to put more emphasis on the joint activities. Instead of intrade-

partmental meetings, more inter-functional gatherings to update, discuss and tackle the lat-

est issues should be scheduled. On top of that, those meetings will reinforce the participat-

ing parties to put more efforts into generating collective decisions and solutions to improve 

the situation. It is necessary to maintain the frequency of those meetings at the moderate 

and reasonable level.  

 

In addition, firm should develop guidelines or a manual for interdepartmental collaboration 

which includes instructions on how to coordinate and exchange information with other de-

partments. The collaboration manual is suggested to point out clearly the specific respon-

sibility of each party throughout the whole business process. This prevents members of one 

particular function getting confused of their roles or bypassing the other departments’ terri-

tory. The company should develop KPIs to benchmark and monitor the performance of the 

internal collaboration.   

 

Since it is difficult to force the collaboration between employees, firm should focus on having 

some plans to encourage and promote the collaborative efforts and environment within the 

company. It is important to be reminded of the fact that the core of collaboration happens 

at the individual level (Stank et al. 2001.). Therefore, firm is recommended to bring forth 

more informal gatherings such as joint teambuilding or small meetings for the staffs to get 

to know each other as a purpose of facilitating networking and mutual communication at the 

personal tier. An appropriate reward system is also useful to encourage more efforts into 

co-working between the employees. 
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In order to facilitate the collaboration process, company is advised to locate related depart-

ments close to each other. For instance, purchasing and WS are placed in different loca-

tions which is almost three kilometres away from each other. Purchasing is located at the 

head office while WS is situated at the production plant. It is a great hurdle for face-to-face 

meeting or instant discussion. It is a great rule of thumb that communication through virtual 

platform is not as effective as physical contact. Therefore, departments with frequent inter-

actions should be located in the same building.      

5.1.3 Surplus Disposal 

Many methods to dispose surplus materials which are addressed in the theoretical section 

can be implemented by the company in a practical realm. Chunawalla (2008) suggested 

five ways to deal with the surplus material (see chapter 2.4.3). However, concerning the 

company’s way of conducting business and the characteristics of the surplus items, there 

are three options for surplus disposal which are most feasible and beneficial to the firm.  

 

The most efficient option after identifying the surplus item is to circulate it within a firm for 

different purposes of utilization. The surplus materials of one particular account can be ap-

plicable for other ones. In this case, materials with less detailed composition and typical 

features are most likely to be reused by other internal groups. For instance, packing mate-

rials, fabric with neutral or core colours, matching thread colours are commonly circulated 

within different operational groups for production purposes. In addition, the fabric can be 

utilized by the human resource department for the purposes of making uniforms for workers 

or participants of any established internal committees. 

 

The second method is to return those materials to the suppliers. Suppliers have better ex-

pertise, knowledge and equipment to handle those items in the most productive way. In 

order to do this, firm should work on the Service Level Agreement with their suppliers. How-

ever, this method brings forth a lot of extra costs to the firm such as transportation costs 

and other administrative costs especially in the case of foreign organizations. Therefore, 

firm should conduct a thorough calculation and examination of all related aspects before 

resorting to this option. It is recommended to develop the budget constraint used as a cri-

terion for better evaluation on the applicability of this method.  

 

The other possible way is to sell it to outside organizations. The surplus materials are usu-

ally purchased by small to medium organizations such as local fashion designers, tailor 

shops or spontaneous retailers. Lots of companies which acquire textile remnants can be 
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found through the different channels such as Internet platform, established websites, busi-

ness fairs, telephone switchboards or personal networks.        

5.2 Research limitation 

As mentioned before, there are lots of factors which contribute to the leftover circumstance. 

This thesis expresses the factors which are generated by the internal workforce, together 

with the operational entities including particular procedures, process and activities. The au-

thor only looks to improve the surplus materials situation by enhancing the internal perfor-

mance. However, in order to solve the problem in the most effective way, external factors 

should be deeply investigated as well.  

 

In addition, the leftover concern relates to different departments. However, the author is 

granted limited access to other department’s resources such as specialized information, 

daily practices, internal environment or the operational status quo. This restricts the deep-

rooted analysis of the phenomenon. The thesis is conducted and viewed through the ob-

tained knowledge, personal perceptions and perspectives of purchasing department, which 

somehow may be biased and easily manipulated. Actual statistics from company report are 

used to back up these personal opinions. Nevertheless, in some particular aspects relating 

to other functions such as interdepartmental communication and collaboration, personal 

viewpoint is largely used for the study of the concern.  

5.3 Suggestions for further reading 

In this thesis, interdepartmental collaboration is only developed and investigated through 

the eyes of purchasing practitioners. It would be interesting to know how it is perceived by 

other departments as well. As a saying goes, “It takes two to tango”, so does collaboration. 

Therefore, the perspectives of other functional groups should be additionally and equally 

studied. Further exploration of how other departments think of purchasing function and their 

relationships with purchasing unit will lead to more in-depth analysis and understanding of 

the inter-functionally collaborative phenomenon. 

 

Moreover, the methods for surplus disposal which were previously addressed are devel-

oped in the way of bringing as much benefits to the company as possible. However, those 

methods should be additionally examined in the approach of sustainability development, 

social responsibility and the environmental determinants. Sustainability is crucial to every 

company in today business. In this case, environmental focus of the methods to dispose 

surplus materials should be highly emphasized since disposing activities have been proved 
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to bring forth several damages to the natural habitat one way or another. This also aligns 

with the company’s vision as to become “the most innovative, sustainable and socially re-

sponsible apparel manufacturer” (Company X 2018.) in the operating country. Therefore, 

the author encourages any further study and investigation of sustainable approach to the 

surplus disposal.  

5.4 Personal learning 

Up to the present, this thesis has been the biggest project conducted by the author. 76 

academic papers including journals, articles, reports as well as textbooks have been used 

as references for the theoretical assertions of the thesis. The author put a solid amount of 

time and efforts into researching and examining over 100 intellectual journals in order to 

determine the diverse theoretical findings which are most suitable to the thesis’s topic. Due 

to that, the author spent months in writing and finishing the thesis. It is a great opportunity 

to dig deep on the Supply Chain Management insights, or specifically Purchasing practices. 

The thesis touches on the theories of collaboration and surplus disposal, which is a totally 

new and challenging subject for the author. It is a supportive platform for the author to de-

velop personal knowledge and better understandings in her specialization study of Supply 

Chain Management area. In addition, this research assists the author in learning to put into 

practice all acquired intellectual concepts and comprehension in a particular business case. 

 

Through the process of writing this thesis, the author managed to obtain and enhance var-

ious skills in academic and real-life aspects. The major academic competence which had 

been improved and built up is researching expertise. The author has learnt to look up for 

information in the most efficient and fastest way giving the most accurate and satisfying 

results. Together with research skills, other ones such as writing, summarizing, evaluating, 

data analysing and reading for keywords are elevated to a more advanced level. Besides, 

the author is able to develop her skills in a professional working environment such as soft 

skills and computer skills. Some learned soft skills include interviewing, negotiating, inter-

personal communication and networking. Using excel and word programme for the storing, 

processing and representation of information facilitates the enhancement of computing 

know-hows. All of the expertise that is priorly mentioned is believed to be beneficial and 

applicable to the future employment of the author. 

 

However, in the process of composing the thesis, there had been a lot of trials and difficul-

ties happening. The most serious obstacle was the obtainment of realistic figures related to 

company’s business. At first, the company refused to provide the data involving financial 
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performance and operational procedures which are considered as “trading secret” and con-

fidential information. Fortunately, the author has managed to convince the company that all 

of those data will be kept in strict confidentiality. The data will be used only for the study 

and analysis of the phenomenon. Eventually, the company gave their consent in sharing 

the information with the writer to an agreeable degree. Furthermore, the author had a hard 

time in finding the suitable intellectual papers about the collaboration and surplus disposal 

theories since it is quietly new and seldom touched upon by the purchasing academics and 

practitioners. Therefore, it took lots of time and efforts to come up with sufficient theoretical 

findings of those subjects.   

 

Despite all the trials and tribulations, writing this thesis is a highly positive experience to the 

author after all. Given this precious opportunity, the author embarked on intensive working 

on researching along with developing personal competences and knowledge of the chosen 

topic. This thesis is believed to add values to the author’s career path as a high-performing 

purchaser and the pursuit of higher education in the future.  
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Appendices 

Appendix 1. Interview questions for Purchasing Manager 

1. What is the procurement process of your company? 
 

2. What activities are purchasing employees responsible for? 
 

3. What are KPIs for purchasing staffs to be assessed? 
 

4. When do purchasing staffs have to place the order? 
  

5. How do purchasing staffs calculate the purchase quantity? 
 

6. What is the role of Work Study Department? 
 

7. How do purchasing staffs exchange information with other departments? 
 

8. Does purchasing department meet with members from other functions? If yes, 
please give details on how often the meeting is held. 
 

9. How do you keep track of the amount of surplus materials? 
 

10. What is the limit for the level of surplus materials set by the company? 
 

11. In your opinion, what are the major reasons account for excessive surplus materi-
als? 

 

12. What is the strategy of your company to handle the surplus materials? 
 

Appendix 2. Interview questions for Purchasing Staffs  

1. Do you communicate or exchange information with WS staffs? 
  

2. How often do you communicate with WS staffs? 
 

3. Have you ever met the WS staffs for task-related purposes? 
 

4. Do you personally know any of WS staffs? 
 

5. In your opinion, what are the major reasons account for excessive surplus materi-
als? 

 

6. Do you know how WS staffs come up with the quantity of fabric needed to be 
used? 
 

7. Does your company have any guidelines to instruct the communication between 
employees from particular departments? 
 

8. How do you handle the surplus materials? 


