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Purchasing Scenario

Bill has just called again and has a new problem that he’d like you to help him with. In order to begin his business he has to purchase materials to create his unique line of surfboards. Bill’s purchasing follows a decentralized model because he is not a chain operation (yet) and purchasing decisions are made at low-level in the business. Bill has a wide variety of needs when it comes to materials and is struggling to decide which supplier to use. 

The choices for suppliers include SurfSouce Inc., Fiberglass Supply Inc., and Foam E-Z. 

Background/Company Description

SurfSource Inc.

The only past experience Bill has is with SurfSource Inc., an old buddy of Bill’s is the manager and swears by their products. Your old friend has also said that he might be able to get you some excellent “dating terms” if you order in large enough quantities. Bill loves the sound of this, but is little worried about capacity at his small shop in CA. 

Fiberglass Supply Inc.

Bill hasn’t worked with this company before, but they have a reputation for being the biggest and most accepted supplier out there. They pride themselves on being the industry standard. Due to their prominence they offer no special terms, but are guaranteed to keep stock of anything and everything you might need. Plus their size allows them to provide a premier shipping fleet, that can have orders to you within 3 days. Bill’s only worry is that they might be too expensive and he’s never worked with them before. 

Foam E-Z Inc. 

Foam E-Z is appealing because it is located in southern California. If the surfshop needed something quickly, it would take less than an hour to get to Foam E-Z’s warehouse and back to the shop. Bill’s heard from other surf-shop owners that Foam E-Z is reliable and can be convinced to offer discounts on larger orders. Foam E-Z also offers a special return-policy. If “Shredding the Gnar” isn’t able to use certain supplies, they can be returned to Foam E-Z for 80% of the original cost. This buy-back plan is appealing to Bill because he never knows when an employee may decide to leave the company, which in turn could slow production. 

Pricing

Cost of materials is another factor in Bill’s decision. Building surfboards involves several fixed costs (equipment, tools, etc…) and some variable costs (materials). Depending on whom you choose for Bill. The following are the projected fixed and variable costs per month for “Shredding the Gnar” depending on supplier chosen. He was never a math major, but wants your help in figuring out which is the best deal.

Do your calculations based on a monthly average of 60 surfboards (3 points each):
Surfsource: 




Calculations:

Fixed Costs  - $4000

Variable Costs - $75/per board
Fiberglass Supply Inc. 


Calculations:

Fixed Costs - $3000

Variable costs – $100/per board

Foam E-Z 




Calculations:

Fixed Costs - $3500

Variable costs - $80/per board

Based on the background information supplied and the total costs for a month pick which supplier Bill should use, and give supporting details (4 point scale * 4). 

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
4 = thorough description

3 = covered most of the information

2 = lacks detail

1 = little to no information provided
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