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Introduction

The purpose of this invited paper is 1o assess what has happened since the
publication of the paper, “A model of industrial buyer behavior™ (Sheth.
1973). and to suggest future academic research opportunities and challenges
with respect to theory. methods and empirical obseryations in organizational
buyer behavior (OBB).

As we all know. forecasting the future is a highly risky business. especially
it vou live through the future. However. [ wil| atternpt to do this one more
time in this paper for two reasons: First, [ probably will not be around to
witness the future. and second. the best way to forecast the future is to create
one! Therefore, in this paper I will “fast forward™ the assessment of
academic research conducted since the early 1970s and spend more time
suggesting new and exciting research opportunities and challenges in inter-
organization buyer behavior. In the Appendix. a detailed review of academic
research of the past 25 years is provided.

Fast forward

Descriptive model My first exposure to. and experience with OBB was in 1962 at the
University of Pittsburgh. Under the leadership of Professor John Howard.
several of us doctoral students were trying to develop a descriptive model of
how industriat buyers make buying decisions and supplier selection.
distinctly remember interviewing industrial buyers of steel companies in
Pittsburgh about their purchase of industrial fasteners (bolts and nuts) and
electrical motors. At that time. the marketing discipline had just discovered
the marketing concept: and brand loyalty. retailing and mass advertising
were influential in the development of marketing thought (Sheth er al. 1989).
Consequently. I was surprised to discover that industrial. institurional. and
trade buying behaviors were rich with empirical evidence. concepts. and
methodology (Sheth, 1973, 1976).

Since the early 1980s. research on OBB has simply exploded (Ward and
Webster. 1991). This can be attributed to at least three reasons. First. the
shift from understanding and influencing consumers to customers
(industrial. institutional. and trade) has fed 1o a greater focus on OBB.
Second. both the academic journals and business professional organizations.
including the National Association of Purchasing Management (NAPM),
have encouraged research and. publications on inter-organization buying
behavior. Finally. as suggested in Sheth ez af. (1988). the marketing
discipline is increasingly influenced by the disciplines of organizational
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Three conceptual models
/

Three research streams

behavior (OB). industrial ofganizations (IO and transaction cost theories in
economics.

The three conceptual models in OBB published in the 1960s and 1970s
(Robinson et ul.. 1967: Sheth. 1973; Webster and Wind. 1972) were also
significantly influentiaf in generating academic interest in organizational
buying behuvior. The coneepts of Make-Buy and Modified-Rebuy : the
Buying Center: the behyviorl aspects of decision making: the joint vs.
autonomous decisions: and conflict resolution in joint-decision making
processes ted to signiticant research as summarized in the Appendix of this
paper. - :

Perhaps the most popular area of research in OBB has been the
understanding of the decision-making process. its antecedents. as well as
mediating and moderating contextual variables. {n particulur. marketing
scholars have tried to apply behavioral and economic concepts of power,
conflict. and influence in understanding the group dynamics within the
buying center. Most of the research methodology for studying this
phenomenon has been survey research wherein a key informant is asked to
either role play or recall incidents of specific organizational buying
decisions.

However. there have also emerged three additional research streams that are
worth noting. The first has to do with buyer-seller interaction and buyver-
seller relationships. especially in the area of channels as customers. This
stream of research is heavily intluenced by El-Ansary and Stem’s (1972)
classic work on power. dependence. and conflict. and later on by
Williamson's transaction cost theory.

A second stream of research has focused on partnering with suppliers to
achieve better product quality and customer satisfaction. Included in this .
stream of research are the clinical case studies of supplier partnering
relationships carried out by the [MP group in Scandinavia. and subsequent
use of networks theory and methodology to quantitatively measure the
strength of the customer-supplier relationships over time.

A third major research trend is focused on supply chain partnering and the
use of information technology (networked computing and on-line data
services). This includes quick response., just-in-time. and the use of
electronic data interchange (EDI) for maximizing efficiency through
economies of time (reduced cycle times) and mass customization in sharp
contrast to the older theories of economies of scale and scope.

Assessment

This fast forward review of the past 20 plus vears. surprisingly. generated
the same feelings and reactions as the first review I did in the 1970s. Despite
continued impressive research in OBB. I believe there is still a perception
today among marketing scholars that it is a neglected area of marketing. [
cited several reasons for that belief in the 1970s (Sheth. 1978}, Let us see if
the same holds true even today.

“First. most research in organizational buying behavior has been practice-
oriented and less academic oriented”™ (Sheth. 1978, p. 63). This. { believe. is
still true but to a less exient. More papers on OBB are now published in the
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first tier academic journals. and probably reflect better scientific approach at
least in terms of logical positivism tradition of scientific inquiry.

“Second. more good research seems to have been conducted in Europe than
in the US and therefore. we are not as aware of its existence™ (Sheth. 1978.
p. 63). This fact is still very prevalent in terms of generating knowledge (we
only have to look at the impressive research tradition of the IMP group and
more recently in the services marketing area). However. it is better
disseminated teday through publications in US journals as well as more
active participation by the European scholars in the US based academic
conferences.

~Furthermore, research in organizational buying is also scattered across
several disciplines such uas political science. organizational psychology. and
several sub-areas of business including production, finance. and personnel
management” (Sheth. 1978. p. 65). Today. this is even more true as scholars
in other disciptines have focused their research on the economic aspects of
organizational behavior and particularly on buying behavior due to the
recent interests in total quality management (TQM), and supplier partnering
relationships.

“Third. it seems easier to relate to consumer behavior based on researcher’s
own introspective analysis of personal experiences but requires additional
efforts to experience and learn the reality in organizational buyer behavior
prior to conducting research. As such. borrowing and applying many of the
theories and methods from the behavioral sciences seems more
straightforward in consumer behavior than in organizational buying
behavior™ (Sheth, 1978, p. 65). This idea is less true today primarily because
it is more and more prevalent for marketing scholars to have three to four
vears of work experience before starting the postgraduate education. At the
same time. bulk of field research conducted in the postgraduate courses still
tends to be the study of consumers versus customers. Furthermore, the trend
is likely to persist unless the early training during the coursework and
internships is consciously channelled toward business-to-business markets.

~Finally. it is true that consumer marketers have tended to be more receptive
and less hard-nosed about applying new and different techniques and
theories of behavioral sciences probably because of the presumption that
consumer behavior is. by definition. more complex and emotional than
organizational buying behavior. Therefore. consumer behavior and consumer
marketing have distinguished themselves as the leading edge of the
marketing discipline. Hence. the popular belief that research in
organizational buying behavior is scarce. non-scholarly. and more trade
oriented” (Sheth. 1978. pp. 63-55). 1 believe this is much less true today than
25 years ago. Indeed. some of the best young scholars in business-to-
business marketing are trained in hard sciences, industrial organizations. and
economics. as well as committed to academic research in OBB.

While the last 25 years of research has continued the tradition of earlier
research and have moved up the ladder of academic rigor and relevance. [
see some challenges and opportunities in business-to-business marketing
which paralleted similar efforts in international marketing and more
recently in services marketing. First. business-to-business marketing will
not become a dis¢ipline unless it is anchored to a well-respected theory
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Total quality
management philosophy

whether home grown or imported. This seems to have made a significant
difference in the respectability of consumer research and to some extent
marketing strategy in marketing. So far. business-to-business marketing
seems to be still in search of a good theory, and therefore. it is
predominantly context driven similar to international marketing. Second,
business-to-business marketing must become methodologically more
sophisticated especially as compared to other areas of marketing such as
brand equity. product life cycle. and advertising. The later have utilized the
econometric and mathematical modelling and analytical tools to enhance
scientific knowledge and respectability. While the yse of LISREL.
networks. and other multivariate techniques in business-to-business market
is admirable and in the right direction. the potential 1o do more is enormoy-
Also. it will be highly desirable to rely less on surveys of subjective
perceptions of key informants as the basic data collection procedure. and
instead use more financial and other analytical data bases similar to
COMPUSTAT and PIMS databases. Figure I thus suggests surpluses and
shortages of research in OBB.

OBB has been dramatically changing since the 1970s for at least four
reasons (Figure 2). First. global competitiveness, especially in the
manufacturing sector, such as process machinery, autornobiles and heavy
engineering. have pointed out the competitive advantages of creating and
managing supply chain relationships. Second. emergence of the TQM
philosophy has encouraged “reverse marketing” starting with external
customers and moving backward into procurement processes and
Practices. especially as they relate to reduced cycle times and zero
inventory management. For example. demand driven manufacturing
(DDM) or flexible manufacturing and operations have been instituted in
order to serve the diversity of demnand with respect to form. place and
time value to customers. Third. industry restructuring through mergers,
acquisitions and alliances on a global basis has reorganized the
procurement function from a decentralized administrative function to a
centralized strategic function. This is further intensified by outsourcing
(buy vs make). many support functions such as data processing. and
human resources. Finally. use of information technologies including

Conceptual N
constructe Need more | Critical shortage
A

. L |
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Empirical
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Copious surpius {—Need more

Descriptive

Analytical
approach
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Figure 1. Creating the future
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Figure 2. Chunging paradigms of vrganizational buying behavior

networked computing, quick response. EDI and other computer to
computer programmed procurement have restructured the buying
philosophy. processes and platforms.

Two-dimensional shift Fundamentally, the consequence of changing paradigms of OBB is likely to
result in a two-dimensional shift as shown in Figure 3.

As OBB shifts from a transaction centred to a relational-centred philosophy.
and as it shifts from a decentralized domestic sourcing to a centralized
global sourcing process. most of the academic research and theory related to
organizational decision making including the buying center concept. make
vs. buy decisions. sources of interdepartmental conflict and its resolution.
and buyer-supplier negotiations will become obsolete. As Eric Hoffer. the
philosopher historian has eloquently stated: “'In times of drastic change. it i3

Global
sourcing
-
1 Future procurement
practices 4
Transaction Relationship
Past grocurement
practices
Domestic :
sourcing H

Figure 3. Two-dimensional shift in organizational buying dehavior

JOURNAL OF BUSINESS & INDUSTRIAL MARKETING VOL. 11 NO. 34 1996 B




“Crisis of relevance

the leamers who inherit the future. The learned find themselves equipped
with a world that no longer exists.” [ believe our older knowledge in OBB
likely to be less and less valuable. We need to leamn new concepts. method-
and theories appropriate for the new world of OBB.

There is enough precedent in marketing for this crisis of refevance, For
example, scholars who studied operations research found themselves caugt
in the transition to multivariate techniques. Similarly. within multivariate
techniques. we witnessed the shifts from the traditional regression,
discriminant and factor analysis to logit-probit models. on the one hand. an.
LISREL on the other hand. Similar shifts of knowledge took place in the
substantive areas of marketing. For example. behavioral theories of
marketing were superseded by competitive strategy theories and concepts
from industrial organizations, and more recently the market transactions
theories and concepts are giving way 10 hierarchies and nerworks as
organizational framesw orks.

The good news is that as the half life of academic knowledge declines
exponentially. it is also creating enormous opportunities for fuure research
in OBB (see Figure 4). The following areas of future research look very
promising for academic research as the procurement practice changes from
transaction centred to relationship centred, and from domestic to global
sourcing:

*  Supplier as customer. As supply function becomes more a strategic
differentiator and a core competency. it will encourage treating supplier:
less as vendors and more like partners. Therefore. the buying
organizations will have to develop both commitment and trust. It is
possible to be a world class supplier, but it is very difficult to be a world
class customer. Customers often éngage in opportunistic behavior even
though they are happy with existing suppliers by exercising their marke:
power. This results in lack of a trustin ¢ refationship. Most suppliers
therefore. do not trust their customers. Similarly. business customers do

Services  Supplier as

i procurement  customer /
. /

Cross- Cross-
national / functionat

rules N / supplier teams
1

Cross-cultural

3 Does partnering
values

pay?

g - Supply
sgtlz?giilg experience
curves
Bonding Hub and\\\ .
with spokes .
suppliers  organization e
- -
—

Figure 4. Emerging research opportunities in organizationul buving behavior
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not like to reduce the supplier choices because of the fear that they will
be dependent on them. Therefore. they do not make a commitment by
reducing their choices. In the future, business customers will have o
reduce the number of suppliers and invest in a handful of suppliers with
respect to training. capital and know how. In other words. what
companies do with their customers with respect to customer selectivity
and key account management processes and practices will become
equally important for managing relationships with their supplier
community.

Buying center structure *  Cross-functional supplier teams. As business customers begin to source 4
and process on a global and relational basis with their key suppliers. they will have
to internally create and maintain cross-functional teams that are
dedicated or focussed on their key suppliers. As these cross-functional
supplier teams replace the buying center structure and process, there will
be a need for academic frameworks, concepts, and methods to study and
enhance performance of cross-functional supplier teams.

*  Does partnering pav? Just as relationship marketing is struggling with
the issue of return on investing in relationships with customers, there
will be similar concerns about partnering with suppliers. Therefore, what
will be very desirable is to develop a performance metric that
analytically quantifies supplier relationship equity. My a priori
hypothesis is that similar to smaller market share brand names whose
cost of maintenance is more that its value. supplier partnering with
smaller share suppliers will not be economical. This should result in
supplier selectivity.

v Supply experience curves. Managing supplier relationships on a global
basis is not an easy task as most business customers have realized.
Therefore. in industries where supply function is a key strategic
advantage. companies will focus on creating core competency in supply
side management and develop sharper experience curves. Therefore. we
need to learn how to apply experience curve concepts and methods to
supply side management similar to what is applied in manufacturing.

Outsource internal »  Hub and spokes organizarion. As organizations reduce the number of
activities suppliers in each product or service category. and at the same time
outsource internal activities. there will be a need for developing a hub
and spoke organization in which one or two suppliers in each product or
service category are the spokes and the procurement organization
becomes the hub on a global basis. This hub and spokes organizational
architecture has analogs in local area networks (LANS) and in computer
assisted logistics systems (CALS). It would be fascinating to use
networks methodology to study the hub and spokes organizational
designs.

N T ausd

i

*  Bonding with suppliers. Creating. managing. and enhancing ongoing
relationships with suppliers on & global basis will require organizations
to learn about. and invest in bonding processes and philosophies similar
to what organizations are learning and practicing with their customers.
What are the governance concepts and processes for bonding with
suppliers? Are they different from the governance processes appropriate
for bonding with customers?

Establishing processes e Global sourcing. This is a key driver for future academic research.
and platforms While several global enterprises. especially in the automotive. high
technology and the aerospace industries are establishing processes and
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Providing value-added
services

praverms. it is sull at an infancy stage of practice in other industrie.
Similarly. there is no real academic framework that provides insigh;-
and explanations for globa sourcing. At best, we have one or two by
on giobal sourcing that reflect its importance and practice.

* Crossecultural values. Both the buying and selling practices and val
systems vary signiticantly across cultural boundaries. [n some cultur
reciprocity is declared illegat and unethical whereas in other culture.
is the preferred way of doing business. What is considered as an ager
fee in one country is recognized as a bribe. subject 1o prosecution un.
the anti-corruption laws. Similarly, doing business with family memb
and politically connected individuals is presumed 1o provide a sense
trust and commitment in some cultures Whereas it is considerad as
nepotism and unethical behavior in others. This is another area of
academic research of enormous potential.

* Cross-national rules. Similar to cross-cultural differences, there are a
Cross-national rules that regutate economic behaviors of enterprises.
Specifically, the two-tier regulation tone for domestic ang the other £
foreign enterprises) is common with respect to ownership. manageme:

control. and coproduction practices. With the rise of nationalism in

*  Services procurement. We know a lot about product procurement:
however. our academie Knowledge for services procurement seems to r
limited. As organizations outsource more and more internal services.
and as suppliers engage in providing value-added services to their
customers. one expects greater need to understand and research service
procurement. Furthermore. most advanced countries are. defacto,
services economies as measured by employment and GNP contribution
Services Procurement will have the same issues as what services
marketing scholars have experienced: Are services different than
products? What is the impact of perishability. simultaneity of productio
and consumption. and lack of standardization on services procurement
function, sspecially on a global basis? This has become a major issue ir
advertising agencies. professional services ( accounting. legal. human
resources and consulting). as well as information services (data
processing. telecommunications and on-line services).

Concluding remarks
The fundamental message of this invited paper for scholars in OBB can be
summed up as good news and bad news, The bad news is that half life of the
impressive knowledge generated in the past 25 years is declining at an
exponential rate. The good news is that the repositioning of the procurement
practice from an administrative. and transaction focused function to a
Strategic. and relational focused function is generating numerous future
opportunities for innovative and insightful academic research.
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Appendix

Research reluted 1o Sheth 1 1973) and Webster and Wind (19725 models

Devision-muking Process:

¢ Dempsev (1978, This reports the results of a study dealing with the vendor selectic n
process. Based on the results of the study. the author identifies five evaluative criters.
tvendor stability. basic economic criteri ographic affinits. awendant <en ices. nd

assurance mechanisms and four categories (seller dominated e xtermnal information. =
oriented external informution. salesmen, and buyer oriented internal information.

. VNax and Woodside 119841, The authors develop an inductiv e model of supplier chos
proves<es. Their descriptive, composite model incorporates subroutines of events.
interactions and decisions learned from studying entire industrial buying provesses ot
products.

© Anderson and Chambers (1985). Describes anew model of organizational buying prov
based on the assumption that organizational buving behavior is essentially 2 form of w
behas ior. The model emphasizes the role of reward measurement systems in motivatin,
purchasing process participants. A second submodel is concermned with the process of
group interaction and consensus ormation,

¢ Buwinzetal (19915, This feports the results of a two nation « Hungary and Canada
study of the industrial buying process. Similarities as well us differences in purcha
patterns between the o nations were found.

* Runvan etal. (19921 This offers 4 framework for buver behav ior oriented
microsegmentation of industrisl custormers. Four segments of aational accounts of a 1
industrial compuny are identitied: transaction buyers. programmed buyers. relationship
buyers and bargain hunters.

¢ Dholukiu er af. (19931, The authors feport an empirical investigation on the length of <
firms take in making major purchase decisions and examine< it~ antecedents. Findings
suggest that firm size. buy -class. decision-mal g unit tDMU iz, information sous. .
and size ot consideration set. all signiticantly affect devision-muaking time.

. Bunn (1994, The author applies a combination of fiterature 4ind rield-bused approg
to derelop four constructs that underlie buyer behus ior: procedural control: prouctive
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focusing: use of analysis techniques: and ~earch for information. Veasurement scales for
these comstructs ure created and evaluated through x surves of purchasing professionals,

. Schairtlein and Petersor 11994). Their modet applies customer base analysis in which
past purchase behavior of customers are observed 10 under~iand the current and likely
Vs future purchuse patterns. Results indicate that customer bas2 analysis van be both r
effective in predicting purchase patterns and in generating in<ights into how key customer 1
groups differ.

Brown (1995). The author tests 4 ¢conceptual model of the reiationships among buyer's
perspectives of and attitudes toward a vendor company’s marketing mix. and the
moderating effects of insupplier/outsupplier status of the seller. Results indicate
significant moderating effects of insupplier/outsupplier status. and generally validates
predictions made on the basis of attitude theory.

. Buying center — influence of members of buving center. Sitk wnd Katwuni (19825 reported
findings bearing on the reliability of measures used in industrial market surveys to
identify the structure of buying groups. They found a kack wf consensus about purchase
influence between pairs of informants from the same organ:zsiion. They also found
ratings appear 1o differentizte among roles but not stages in 12 decision process.

*  Thomuas (1982) studied the nature of interpersonal intluence on the individual's decision
in organizational buying. Findings suggest that social and orzanizational bases of
influence of personal sources explain changes in a decision maker’s product evaluations.

*  Jackson et al. (1984) carried out work to identify relative influence of participants and
how it changes across purchase of different products. buy classes and procurement
decisions. Findings indicate that the relative influence of the buving center members is
constant in different buy classes. but changes across product 1vpes and decision types.

. Thonmas (1984) studied internai relationships among key partivipants in the buying center.
Findings indicate relative importance of selected bases of power. and their relative
importance by organizational position.

*  Berkowirz (1986 addressed the issue of who the main intTuencers are in new product
adoption. Findings indicate that end users and technical statf are interested in product
sampling: that price was an important consideration among 2nd users and technical staff:
and that the purchasing department exercised the final authority for ordering.

. Lynn (1987) analyzed the structure of the buying center for 2 profassional service and
tound that CPA buying centers are similar in size and in the number of levels of corporate
hierarchy and functional areas as other industrial services.

. Kohii and Zaltman 11988 developed 2 multi-item scale to tap influence. and the process
through which influences are manifested in buying centers.

* Murrin et al. (1988) compared the expectations of buying c2nter role groups for
transportation mode selection and found ingful differences between role groups.
Findings support the suggestion that role members in a buy ing center have different
perceptions of suppliers.

s Kohli (1989 identified factors that atfect an individual's intluence in the buyving center.
The study found that expert power has the greatest influence followed by reinforcement
power of the individual.

¢ McQuiston 11989) focussed on who participates on organizational purchase and decisions
and the tactors that atfect the interpersonal influence betwezn participants during the
session. This author proposed a structural 2quation mode! that suggests the purchase
sttuation attributes of novelty. complexity and importasee are causal determinants ot
participation and influence in industrial purchase decisions.

. Roncherto et al. (1989) introduced the organizational buying <y ~tem concept as an
organizational framework for explering the patterned. repeated interactions that
characterize ongoing purchasing proces Findings indicate that organizational actors
derive intluence from the position they occupy within the buy ing systemn. [ndividual
influence is derived from properties of the formal and informal structure.

. Buying center - structure. Choffrav and Lifien (1980) present 1 methodology for
seymenting industrial markets on the basis of functiona int i ement in ph
purchusing decision proc

s of the
ss. Implementation of the methedoiogy in a real lite <ituation
invobs ing industrial covling sysiems fed 1o the identification of four segments of
organizations,
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Woedside and Sherrell £19301 report 4 study on purchase of industrial eyuipment in the
paper manufacturing industry. Five decision stuges and five ;i erlapping buy ing centers
were found. )

. Johnsteon and Bonoma 1198 1 deseloped a methed for the quantifiable diziznsions of a
buying center. They defined and operativnalized five interactiv e dimenstons of the buying
center: vertical and [ateral imvolyement: exiensiveness: connectadness: andd purch:hin;_v )
manager centrality.

. Moriarty and Batesen 119820 tested the curremt miethodologies of sure <l members
of 1 DMU. They found that there was u greater response rate o the use o “nowballing
by telephone™ technique as against single stage and exhaustis 2 snowball:ng.

. Environmental influences on organizational hiying hehavior. Gronhaus < 1976
developed a taxonomy for classifying organizations and comparing their behavior in
buying situations. based on the organizations that were product dependert and product
independent and found purchasing acti ities to be more structured in product dependent
than in product independent organizations. The study alse found that search behavior.
buy ing motives and gouls pursued were differentin the tw o Gy pes of orgunizations,

. Spekman and Stern (19791 presented a concepuual and methodological framework for
examining OBB from a multiperson fevel of analysis. They view structure as a central
variable for it shapes the nature and degree of interpersonal interastion within the buying
group. and it is also u primany determinant of the buying group’s information acquisition
and processing capabilities.

Based on the in-depth study of 21 buying processes. Drumwright 11994) addresses how and
why socially responsible buying becomes important in organizations. Socially responsible
buying is addressed under the general rubric of noneconomic buying criteria and is abserved
trom the perspective of concern for the environment.

e Informarion search. Websier 119701 found little support for w ord-of-mouth
communication in industrial markets and <uggested a key role for manuiscturers’
salesmen.

e Manilla (1971) established the importance of word of mouth communication within
firms and found that the opinion leaders had greater exposure to impersonal information.

e Moriarry and Spekman (1984) conducted empirical investigation of the sources of
information sought by decision participants and discovered the importance of non-
personal information.

o Deshpande und Zaltman (1987) studied the use of marketing informatior in industrial
firms.

o Bunn and Clopron 119931 developed the faxonomy of industrial customers information
source use. They concluded that purchase situations are significanty relued to choice of
an information source mix.

- Weiss and Hiede (1993) studied the nature of the search behavior in high technology

markets. Thev concluded that search behavior is determined in part by cerain inherent
characteristics of markets and in part by buyer’s present situation.

. Organizational climate amd role perceptions. Qualls and Pio 1 19891 explored the
benefits of using organizational climate as one of the factors affecting decision-framing
processes of industrial buy ers, Experimental findings indicate that buyer'~ general
orientation towards risk attects the frame and. subsequently. the buyers’ choice. However,
there were mixed results with regard to the organizational ¢limate factors affecting
decision frame and subsequent choice.

o Rubertson and Wind (1980 conducted an empirical study that focussed on organizational
climate to explain industrial buying behavior.

o Spekman (1981) presented organizational type as a potentially important vompany
specific characteristic that affects the arganizationul buying process. Dittzarences in the
importance associated with purchasing related factors exist among purchasing managers
from commereial. not-for-profit and governmental organizations.

o Thomas (1982 conducted an empitical study on the role pereptions of the members of a
buying center.

o Michaels eral. {1987 ). Research perspectives from role theory are evamined with a targe
sample of purchasing professionals, The results suggest that an aw arenes~ of the nature
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and infuence of role stress in the buying context could be » aluable 1o marketing
professionals.

. Henthorme et al. 11993) examined the role played by informal members of the busing
center and their impact on the type and level of risk perceived by the organizational
buyer. Results indicated that informal influence has a significunt effect on percetved rick
experienced by the organizational buyer.

. Conflict resolution. Rvan and Holbrook (1982, propose a vonstruct. decision-specific
contlict. in an attempt to integrate purchasing contlict. exchunge transactions and
microsegmentation. Using 17 purchasing decisions faced by automobile fleet
administrators. nomological validity was supported by an inverted U shaped relationship
between conflict and responsibility weighted by time.

4 Burclay 11991 formulated a model of organizational churacteristics that affect buving
reluted interdepanimental conflict and found that organizational charagteristics such as
barriers to communication, the reward system and the ambiguity of departmental
responsibilities explain 4 substantial portion ot the variance in the manifestations of
buying refated contlict. )

Research related 1o Robinson etal, ( [967)

. Brox-cluss framework. Bellizi und McVey (19831 based on reseurch conducted in the
commercial construction industry. test the effects of product tvpe and purchase
experience on industrial buyer behavior (10 test the validity of the buy - grid model). The
findings indicate that product type is a meaningful variable which is related to tndustrial
buyer behavior. However. the purchase experience variable or buy-class vartable is not
significantly related to buyer behavior.

. Leigh and Rethans (1984 apply cognitive seript theory 1o the anals <is of industrial
purchase behavior in a computer terminal purchase. Industrial buvers” scripts for the
overall sew purchase process. an initial sales cail. a follow up negotiation meeting and 1
modiiied rebuy siwation are established and validated.

. Putton et al.’s {1986 research premiss is that in certain types of industrial purchase
decisions (vendor selection in modified rebuy situations). the presence of certain
mediating variables may indicate that the individual purchasing agent rather than a
buying group may make the vendor selection decision. Major findings are that
individual decisions seem to pred in modified rebuy decisions. that loyalty ©
existing suppliers seems to have an effect on the exient of individual decision making
and that the extent of joint decision making appears 10 be refated to the size of the firm.

¢ Anderson et al (1987) used an empirical approach w examine the oy ~class framework.
Muanagers of salesforces were asked about the behavior their sifespeople encounter on the
part of their industrial customers. Much of what <alespeople obeerve is found to
correspond closely to the buy-class theory. Also “problem newness” and “information
needs™ dimensions are found to be strongly related. However. “seriousness of
consideration of alternatives™ seems to be a separate dimension that does not operate
entirely as predicted by the buy-class framework.

. Wilson et al. (1991) developed a contingency modet for predicting buying center choice
using two situations of the RFW framework t moditied rebuy and new task decistons) and
three levels of perceived tisk. Organizational buying centers in firms responded to
product evatuation decisions. These data were used as input for seven alternate models of
group choice in order to note the predictive accuracies of each model by sitation. Major
findings are that in new task situations with high percerved risk. 2 ununimity modet rends
to predict choice most accurately. In moditied rebuy situations with moderate to high
risk. group choice models such as a voting model tend to be used: in these. group
judgments are considered but unanimity is not required.

¢ Bunn (1993) developed a classification scheme ttuxonomy) of buying patterns and
situations. It consists of four prototypical “buring decision approaches™ identitied
through empirical procedure: search for information. use of anaiy<is techniques. focus on
proactive issues. and reliance on control mechanizms. The use of the particulur decision
approuch depends on four situational characteristics: purchase importance. task
unvertainity. extensivenexs of choice and perceived buyer power.

Researcn reiated to buver - seller interaction nwodels

Dyudic ad interactive perspectives. Shetf (19761 provides a comprehensis e concepuatization
of the burer-seter interaction process. It has been postaluted that the guality of interaction is a
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furstion of the compatibility between the buser and the seller with respect (o both the style and

!

ORtext of interaction. A number of personal. organizational. and product-specific factors

are Jescribed as determinunts of style and eiznt of communication on buyer-seller interaction
Procasses.

Bonoma et al. «1977) emphusized in thi- monograph the need for taking a dv adic
approach.

Nicosia and Wind « 19771 suggest 3 model based on inter-orgunizational and intra-
organizational processes during buying decisions. They take a dyadic perspective of
processes in the <elling organization as weil as processes in the buying organization.
They describe the buying process in terms of individuals and groups. both in selling and
purchasing organizations and in terms of activitiex performed by them.

Bagozzi 11978) provides an exchange theory framework of industrial buying and decision
processes. He emphasizes the interactions between buyers and sellers during the
2\change procesx and reviews leadership and decision-making. group decision-making
processes tincluding research and theon in bargaining and negotiation!. coalition and
other group effects. and social pow er approaches.

Benoma et al. (19781 posited a sy stem paradigm” consisting of an “embeddation model”
n w hich dyadic relations are contained in an overall system context. They stress the
vharacteristic of “interdependence” in dyadic relations.

Bonoma and Johnston (1978) offer dyadic or two-party models as recoriceptualizations
for understanding industrial buying behavior. In the dyadic model. the two most
important variables are the relational variables between the two parties {e.g. trust,
<cooperation). The exchanges that take place between the members of the dvad are the
most meaningful of these relational variables. Also included are other variables. such as
situational variabies. Exchanges and interrelationships are posited as the basis for
explaining buving behavior.

Research focussed an interacrion and sociul variables. Hakaanmson (1982) presented the
industrial marketing and purchasing (IMP: group interaction model. Drawing hearily on
the microeconomiv notions of the “new institutional economists™. the IMP model reflects
the idea that transaction costs may be reduced when a transaction is internalized in one
unit. The authors prefer to call the “busers™ and “sellers™ as actors linked 10 one another
by "short term exchange™ episodes and “long-term exchange™ episodes. Besides the
interaction based linkages. the relationship is influenced by its “atmospheres™ (e.g. power
dependence. cooperation. expectations etc.).

Metcalf eral. 11992) apply the [MP interaction model 1o study buyer-seller collaborative
efforts or factors that engender close relationships berween buyers and sellers. The basic
processes are posited as imegral to the deselopment of close buyer-seller relationships:
exchange. cooperation and adaptation.

Heide and Miner 11992) examined cooperation between 136 industrial buvers and
suppliers by examining the effects of anticipated interaction and frequency of contact on
buyer-seller cooperation. Using the iterated games framework. they predict that
anticipated open-ended future interaction or extendedness. and frequency 'of contact will
increase the chances and that a pattern of cooperative behavior will occur. but
performance ambiguity will decrease such chances. Results indicated tha: extendedness
and frequency are associated with joint cooperation.

Negodiation process and strategies. Clopron ¢ 19841 pointed out that industrial buyers and
sellers as individual are boundary spunners. linking communication berween the two
firms: moreover. when long-term relationships are usually sought and both parties are
evpected to emerge from negotiation with favorable outcomes and conflict is prevalent.

Perdue and Surmmers 11991 reported findings from a field study on the relation between
negotiation sirategies used by the purchasing agent and the characteristics of the purchase
santent (cost sensitivity of the buyer firm. suppliter competition. uniqueness of the buying
firm’s specifications. buyer’s cooperative orientation. having information. and formal
plannings. Results demonstrate the ability of contextual variables to predict the
negotiation strategies likely to be used by purchasing agents.

Perdue (19923 reported the findings from a field study of purchasing agents” use of ten
aggressive bargaining tactics when negotiating rebuy purchases of components parts.
Results suggest that purchasing agents fin or tactics that manipulate the selfers’
perceptions about the degree of competition for the purchase contract to persuade (or
voercer the seller 1o concede.

12
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Duabhotkar et al. (11994) proposed a framework of business-to-business interaction that
tntegrates approaches 1o bargaining from social psychology and ecoromics in order to
provide a conceptual paradigm emphasizing long-term relationships. They propose a
classitication of negotiation behavior along two'dimensions and examine the dyadic
negotiation process that translate negotiation behavior into long-term relationships.

Buyer-supplier relationships. Dwyer et al. (1987) describe a framework for developing
buyer-seller relationships based on a continuum of contractual, discrete. relational
exchanges.

Hallén et al. (1991). on the busis of social exchunge theory and resource-dependence
model. formulated a structural model of intertirm adapration. The model accouats For
mutual adaptation as a consequence of trust-building as well as for unilateral adaptation
due to imbatanced dependence between the parties. Results support the view that
interfirm adaptations are clements in a social exchange.

Heide and John (1992) showed that norms play a very significant role ia structuring
economically efficient refationships between independent firms,

Han et ul. 11993) examined how industrial buyers and suppiiers perceive recent changes
in business markets and found that major factors influencing companies toward using
fewer wuppliers include the need for enhunced pertormance. cost reduction and greater
technival cooperation. They also found thut good relationships are characterized by
mutual trust and satistactory exchange.

Provan (1993) developed theory and hypotheses explaining consiraints on the emergence
of opportunism when buyer-supplier relations are considered in a nerwork context. It is
hypothesized that opportunistic behavior of individual network suppliers relative to the
dominant buyer. or hub firm. will decline at i sing levels of embeddedness in an
interdependent supplier-buyer network. despite conditions of high asset specificity and
small numbers bargaining.

Anderson et ul (1994) used a network approach to provide a means for understanding the
connectedness of business relationships in a dvadic context. They also conduct a
b: ive validity to turnish some empirical support for the constructs.

Buyer-seller relationships in channel context. Cadoite and Stern (1979) developed a
dynamic process model for inter-organizational relations in marketing channels. Five
interrelated elements are emphasized: conflict potential: dependence (and its obverse
power: contlict perception: resultant force: and conflict after match. The model is based
on the political-economy perspective of power and dependence.

Frazier 11983 developed a framework of inter-organization exchange behavior in
marketing channels.

Frazier and Rody (1991} developed hypotheses on the reciprocal use of aon-coercive and
voercive intluence strategies by the supplier and the distributor in the channel dvad and
on the interrelationships of these strategies with the interfirm power. latent contlict.
manifest contlict. and conflict resolution consiructs. Hypotheses are generally supported
by data from a national survey of industrial distributors.

Boyle eral ¢1992) developed new measures of influence strategies in marketing channels
(i.e. the means by which a firm's personnel communicates with its panneré to atfect their
behavior in order to examine associations with the strength of buyer-seller relationships
(relationalism) and alternate governance structures (market. administrative. franchise and
corporate ).

Speciul urrangements berween buvers and sellers. Frazier 22 al. (1988) explained how
JIT exchanges compare with other forms of exchange: what conditions are most
conducive to the initiation of JIT exchanges: and what key factors influence the success
or failure of initiated JIT exchanges.

Heide and John (1990). drawing on @ normative theory of transaction costs. identified
conditions under which alliances in industrial purchasing are useful. Resubts support the
model wherein it is posited that the utility of the refationships is derived from an ability

to guard relationship-specitic in and to faciiitate adaptation to uncertainty.

Noordewter e al. (19901 demonstrated that performance in terms of acquisitions costs is
enhanced when. under conditions of uncertainty. firms introduce more relational elements
in their purchasing arrangements.

Hendtield 11993) proposed a modet using resource dependence w e<plain how and why
purchasing is moving towards HT. Results support the idea that purchasing departments
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in make-to-order firms are likely to reduce the number of critical suppliers in response to
uncenainty in demand.

* Swift and Coe 11994) examined single and multipie sourcing of products. A sourcing
preference scale is developed 10 measure purchasing manager’s attitudes towards either
single or multiple sourcing, Differense. in selected demographic and organizational
characteristics between purchasing agers having preference for single and multiple
sourcing were found.

= Suppiv-chain parmering. Webster 11993, discussed the importance of buyer involvement
and then determined the level of invols ement or importance that industrial buyers place
on the purchase of services.

* Matihiyssens and Bulte (1993) addressad the shift in OBB and industrial marketing. They
also discussed the evolution of purchasing toward a more relational and cooperative
mode.

= Carter and Narasimhan {1994y integrated the concepts, ideas. and findings that have
emerged from ongoing multi-phase studies of purchasing role in TQM. They developed
several ideas about what purchasing organizations should do to attain TQM goals.

*  Based on empirical data from 21 firms. Dumond ¢ 1994) examined the readiness of the
organizational environment. in terms of several critical variables (performance
measurement system. extent of functional interaction. and access to external information)
for successful implementation of value-based purchasing. is examined.

+  Basedona survey of 122 purchasing managers. Sriram and Banerjee (1994) results show
that the impact of EDI is moderated by the volume of transactions using EDL. lts adoption
requires somewhat different skills and training for buyers. and it also changes some
aspects of a firm’s relationship with its suppliers.

. Woodside (1994) examined the hypothesis that the marketing-purchasing of new.
industrial manufacturing technologies involves the development of a new network of
relationships within and across enterprises.

tJagdish N. Sheth is Kellstadt Professor of Marketing at Goizueta Business School.
Emory University. Atlanta. Georgia. USA.)
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