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Business Strategies Dr. Donald Grunewald

Overview :

Knowledge of purchasing and 

ability to buy wisely are very 

necessary qualifications for every 

one running his or her own 

business. This knowledge is 

acquired only through careful 

study and experience.

Some knowledge of purchasing 

may be picked up by observation 

and asking a lot of questions or 

by seeking competent advice from 

knowledgeable purchasers. A 

study of available market prices, 

procuring and comparing 

competitive bid and keeping an 

eye open for good buys that are 

available, are also helpful. 

Competition among suppliers 

helps to establish price levels that 

are fair and provides the 

opportunity to gain quotations 

from several suppliers. 

Since what is bought must also be 

sold at a profit, purchasing is an 

important function in any 

business. Entrepreneurs cannot be 

too timid, nor can they be too 

speculative in making purchasing 

decisions, if purchasing function is 

to be successful.

Whatever is sold must first be 

bought. Buy and sell.  Buy and 

sell again. Buy and sell again and 

again is the constant revolving 

cycle of business. Generally, its 

opportunity to acquire enough 

experience in this important 

element of business. Generally, it 

is the well-guarded privilege of 

the owner whose money must pay 

for the purchases.

Such opportunities can occur any 

day in business and the clever 

businessperson is quick to grasp 

the chance to make and added 

profit.

Generally, there is competition 

among suppliers. This helps to 

establish a fair price on most 

commodities. Much can be 

learned by comparing and 

averaging several quotations from 

different suppliers offering similar 

goods or articles.

Consideration should also be 

given to discounts and terms 

allowed, quantities necessary to 

buy to get better price, delivery or 

transportation charges and other 

services, such as return or 

replacement privileges that the 

supplier may offer.

Whatever is bought in business 

must eventually be sold. But to be 

compelled to sell anything 

eventually, is not a pleasing 

thought to any businessperson. 

He or she does not buy to sell 

eventually. The businessperson 

buys to sell quickly and at a profit. 

Therefore, the businessperson 

pauses before committing to 

order and to ask some questions:

main function is handling all 

commodities from peanuts to real 

estate.

That, which is bought wisely, can 

be sold at a profit. That, which is 

not bought wisely, must eventually 

be sold at a loss.

The inexperienced businessperson 

must learn how to buy the 

particular commodity in which he 

or she proposes to deal, how to 

arrive at the right price for that 

commodity, from whom it is best 

to buy and at what terms. Still 

more important, the buyer must 

carefully determine how and 

when he or she is going to sell the 

purchased commodity before it is 

actually bought.

Business never fails to penalize 

poor judgement or carelessness in 

purchasing, but always rewards 

good judgement.

Employees rarely have the 
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When buying office or business 

furniture, accessories and 

equipment, the best of the 

judgement must be used. Such 

things are generally necessary to 

the business, but the question 

should be : Is it necessary? What 

is each purchase contributing to 

the profit-making capacity of the 

business? If they do not materially 

contribute, such purchases may 

turn out to be expensive luxuries, 

tying up capital needed for 

productive purposes.

The farmer each year stakes the 

cost of seeds, fertilizers and labor 

against the possibility of a paying 

a crop to be harvested many 

months later. If nature treats him 

kindly with sunshine, rain, no 

damaging floods, or high winds 

and when he sells his crop the 

market price is sufficiently high to 

give him a profit over his costs, 

the operation of his business of 

farming has been successful for 

the year.

All businesses are a gamble, 

more or less, but the successful 

farmer or businessperson is never 

a gambler, in the sense that they 

speculate purely on chance. It is, 

therefore, important that a 

knowledge of purchasing and 

more important the right 

purchasing and the right way be 

known to to a businessperson.
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styles change, new models and 

products are made available and 

consumer buying habits and 

business conditions may also 

change. Some or all of these may 

make a businessperson wish he or 

she had not agreed to buy the 

items.

Figuratively speaking, “Always 

have the goods sold before you 

buy” is a good rule to follow.

On the other hand, the 

businessperson may wish to 

speculate on some commodity. 

Speculation may be the business. 

One entrepreneur may buy 

quantities that appear to be huge 

to another. Sometimes it is just a 

gamble, but it may be that the 

buyer of large quantities has 

ample confidence in the purchase 

and in the ability to sell 

advantageously, when the 

appropriate time comes.

Business may be a gamble to 

some, but most businesspersons 

do not look upon business that 

way. They do not gamble on the 

“chance” of obtaining money 

somehow to pay for their 

purchases. Generally, they have 

good and ample reasons to 

believe that they will have funds 

on hand to meet their obligations 

as they become due and are not 

compelled to “rob Peter to pay 

Paul”.

Is the quality acceptable?

What are the quick sales 

possibilities of this purchase?

What margin of profit can I expect 

to make?

Is the quantity offered right 

conforming to quick sales 

possibilities or will a large part of 

it become slow-moving 

overstocks, gathering dust on the 

shelves and tying up much 

needed capital?

Suppliers are generally interested 

in volume selling, offering 

premiums in lower cost, extra 

discounts, bonuses, special 

services or other inducements for 

a quantity order. Sometimes, such 

propositions are very interesting 

and worthwhile, but unless the 

buyer is certain of disposing of the 

goods to complete satisfaction, it 

is much smarter to take the 

smaller quantity even though the 

potential profit is less. Profit on 

many sales is often wiped out by 

having to dispose of overstocks at 

a loss. One bad purchase can 

offset several good purchases.

Signing an order is a definite 

commitment or contract to buy. 

The seller expects and may legally 

compel the buyer to accept and 

pay for what he or she orders, 

unless a cancellation privilege is 

incorporated into the contract or 

order.

Buying for future delivery or 

contracting to buy certain 

quantities over a long period of 

time, is hazardous business. Time 

is an all-important factor in 

business. Over the course of time, 
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