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Industrial marketing effectiveness currently suffers from a lack
of empirical and conceptual knowledge of industrial buying behavior,
Strategic decision making in marketing and the subsequent evaluation
of marketing effort both require conceptual models for organizing
and interpreting information about the market.

Attempts to deal conceptually with industrial buying have tended
to focus on a single dominant dimension. Typically, a model is bor-
rowed from an area of social science, and the buying process is recast
in those terms. For example, an economic model is likely to emphasize
profit-seeking objectives of the firm, while a social-psychological
model may stress the buyer’s drive for status.

Industrial buying behavior, however, is a complex process which
cannot be captured by any single explanatory variable such as price,
total cost, reciprocity, or ego enhancement., Any reasonably-complete
model of industrial buying behavior must be capable of dealing with
the complexity of industrial buying decisions which involve many
people (users, deciders, influencers, and buyers), are technical in
nature, are made over long periods of time, and require complex in-
teraction of personal, interpersonal, organizational, and environmental
factors in determining buyer response to marketing effort.

Such a model, therefore, has to be multidisciplinary in nature.
This paper will suggest viewing industrial buying behavior not as an
isolated phenomenon but as a special case of organizational decision
making, i.e., as an organizational-buying-decision process. The advan-
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tages of this approach are numerous and are of particular importance
in providing guidelines for research efforts in the industrial buying
area.

INDUSTRIAL BUYING AS ORGANIZATIONAL DECISIONS:
ALTERNATE APPROACHES

Industrial buying behavior can be defined as the decision-making
process by which formal organizations establish the need for pur-
chased products and services and identify, evaluate, and choose
among alterhative brands and suppliers. This includes information-
acquisition and -processing activities, as well as choice processes and
the development of goals and other criteria to be used in choosing
among alternatives. As such, industrial buying decisions are no more
than a specific kind of organizational decision process. Conceptual
models and knowledge from the field of organizational behavior, there-
fore, have the potential to be useful in explaining and predicting buy-
ing behavior by industrial organizations or other formal organizations,
such as department stores, universities, governments, or hospitals.

Given this view of industrial buying as organizational behavior
and the lack of a unified single model of organizational behavior, the
question is which of the numerous organizational behavior models is
most appropriate for the explanation of organizational buying be-
havior and what are the main variables and relationships identified
by the various models which are relevant for understanding and pre-
dicting organizational buying behavior,

Organizational decisions have been studied by at least four dis-
ciplines: economics, organization theory, behavioral science, and man-
agement theory.

Economic Theory of the Firm

The economic man, when operating a business organization, like
his counterpart the consumer, is assumed to behave rationally and to
have perfect information on the relevant aspects of his environment.
Being rational, the manager’s behavior is assumed to be affected by
the organizational goals. Given that, according to classical economic
theory, profits are the only goal, the buyer will choose those alterna-
tive courses of action which maximize the profits of the firm. Alter-
native formulations of the firm’s objective, such as Baumol’s sales
maximization under a profit contraint,” may lead to different deci-
sions. As with the profit maximizations case, however, these alterna-
tive models also base their explanations {and predictions) of the

!William J. Baumol, Economic Theory and Operations Analysis {Engle-
wood Cliffs, New Jersey: Prentice Hall, Second edition, 1965), pp. 301-303.
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firm’s behavior only on organizational goals and the rationality of
organizational members.

This argument of rationality, which is reflected in emphasis upon
purely economic motives, can be defended by the fact that buyers are
professionals (and hence expert, pricewise, and sensitive to substi-
tutes) who buy products because of their profit prospects. It thus ean
be hypothesized according to economic theory that the business de-
cision maker—the buyer—- as a rational economic man tends (invari-
ably) to make buying decisions which help the firm achieve its goal—
profit maximization. This explanation of organizational buying be-
havior has two basic limitations, however. First, the motivational and
cognitive assumptions of the theory appear unrealistic. As to the mo-
tivational assumption, profit maximization is believed to be only one
among many goals of business firms. As to the cognitive side, the
agsumption of certainty and perfect knowledge can be challenged as
unrealistic even when replaced by an assumption that the probability
distribution of future events is known.

Second, the “firm” of the economic theory of the firm is a simpli-
fied, non-realistic model of actual business firms. Tt has no complex
organization, and no problems of management in general and mange-
ment of human beings in particular.?

Organization Theory

Recognizing the limited ability of the classical economic theory of
the firm to explain and predict the behavior of business firms in gen-
eral and buyers’ behavior in particular, the organization and behav-
ioral theories of the firm have been advocated for their understanding
of human behavior in an organizational setting.

Models attempting to explain the behavior of organizational
members vary substantially in their scope and in the nature of their
assumptions. Some models attempt to explain organizational behavior
by focusing on one organizational variable, such as authority, com-
munication, leadership, or supervision, while others focus on the inter-
action of a number of such variables or on the whole organizational
system.

At each level, organizational models also can be classified accord-
ing to their assumptions with regard to the nature of the organizational
members. Following March and Simon,® organization members can be
viewed as passive instruments, capable of performing work and ac-

* Richard M. Cyert and James G. March, A Behavioral Theory of the Firm
{Englewood Cliffs, New Jersey: Prentice Hall, Inc., 1963}, pp. 8-16.

*James G. March and Herbert A. Simon, Organizations (New York:
John Wiley & Sons, 1958).
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cepting directions, but not initiating action or exerting influence in
any significant way. Alternately, they can be viewed as human beings
who bring to their organizations attitudes, values, and goals and who
have to be motivated, directed, and induced to act (the viewpoint of
the human relations school and related theories of leadership and
supervision). A third view sees organizational actors primarily as
decision makers and problem solvers.

Given the current state of knowledge, an adequate theory of or-
ganizational buying behavior will have to take account of the instru-
mental, motivational, attitudinal, and cognitive aspects of the organ-
izational members who participate in the relevant decision process
in the context of the total organizational system.

Behavioral Science Theories

The behavioral sciences contribute to the understanding of organ-
izational behavior in general and organizational buying behavior in
particular in two major ways. First, behavioral science can provide
the foundations for various organizational behavior models through
theories and findings on small group behavior, decision making and
problem solving, motivation, and perception. Second, behavioral sci-
ence concepts and theories provide not only the foundation for other
organizational models but also an idiosyncratic concept of the organ-
ization and its behavior. Role theory, for example, considers the or-
ganization as a complex set of roles, with the emphasis upon relation-
ships between offices rather than individuals. This is quite similar to
Weber’s bureaucratic model, and provides the basis for explaining the
behavior of organizational members. Hughes, for example, has specu-
lated that executives tend to conform to expected rituals placed upon
them by their roles.s Unfortunately, there seems to be considerable
latitude for individual behavior within the framework of a role,
which reduces the effectiveness of this model in explaining and pred-
icting organizational buying behavior.

Behavioral theories, such as Homan's model of the human group,’
can provide some additional insight into organizational buying be-
havior. Unfortunately, few attempts have been made to validate any
of these models in an organizational buying context. The various
behavioral models contain many similar variables. Their emphasis,
scope, and complexity varies, however, among different disciplines
(psychological vs. sociological models, for example) and even among
various schools and approaches within a discipline.

¢ Everett C. Hughes, “Institutional Office and the Person,” American
Journal of Sociclogy, Vol. XLIII (November, 1937), pp. 404-413.

O'George C. Homans, The Human Group (New York: Harcourt, Brace,
1950)
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Management Theories

Recognizing the inadequacy of the classical economic theory of
the firm and the problems in using a set of separate organizatien or
behavioral science theories to predict and explain the behavior of
business firms, managerial and behavioral theories of the firm have
been developed by Cleland® and Cyert and March.?

Cleland's managerial theory of the firm focuses on the decision
maker, the external environment, and internal processes (primarily
the communication systern) influencing organizational decisions. He
develops five assumptions of the theory: (1) the motivational assump-
tion (satisfying of goals), (2) the informational assumption, (3) the
organizational assumption (the decision process is determined by the
organizational structure, which in turn determines the information
system), (4) the growth assumption (the wants, resources, state of
technology, and the body of knowledge are changeable and changing),
and (5) the influence assumption. These assumptions are not inde-
pendent of one another and can be influenced by actions of the firm.

Whereas Cleland’s theory is incomplete, Cyert and March pro-
posed a more elaborate behavioral theory of the firm, which focuses
on the organizational decision-making process. More specifically, in
constructing the theory they took:

(1) the firmm [or coalition of individuals] as its basic unit, (2) the pre-
diction of firm behavior with respect to such decisions as price, output,
and resource allocation as its objective, and (3) an explicit emphasis on
the actual process of organizational decision making as its basic research
commitment.?

The basic premise of the theory is that an organizational decision
is the execution of a choice, made for the purpose of achieving certain
objectives, from among a set of alternatives on the basis of available
information.

Thus, in order to understand these decisions, the authors con-
structed three major subtheories: (1) a theory of organizational
goals, to explain how organizational objectives are formed, (2) a
theory of expectations that explains the search procedure and infor-
mation-gathering behavior, and (3) a theory*of choice to treat the
organizational selection of alternatives and the decisions made among

® Sherrill Cleland, “A Shert Essay on a Managerial Theory of the Firm,”.
in Kenneth E. Boulding and 'W. Allen Spivey (editors), Linear Programming
“”dzf;’ée Taheory of the Firm (New York: The Macmillan Company, 1960),
pp. =218,

" Richard M. Cyert and James G. March, op. cit,

*Ibid., p. 19.



10 JOURNAL OF PURCHASING August

them.® Given these three subtheories, the authors developed a theory
of business decision making which is based on four major propositions.
These propositions are:
1. Quasi-resolution of conflict—the latent conflict among goals within
an organization must be resolved through finding some kind of consensus
among corganizational members, Goal conflict is reduced by the use of the

mechanisms of local rationality, acceptable level decision rules, and se-
quential attention to goals.

2. Uncertainty avoidance—organizational actors are motivated by a desire
to reduce uncertainty. This produces a negotiated environment and con-
tributes to a tendency to devote attention to short-term problems, per-
mitting faster feedback of results.

3. Problemistic search—the search for information is caused by defini-
ticn of a problem and is directed at solving that problem. The direction
of search is from the familiar to the less familiar until an acceptable
course of action is found.

4. Organizational learning—Ilike individuals, organizations exhibit adap-
tive behavior over time. This includes adaptation of goals, of attention
rules, and of search rules.

The behavioral theory of the firm thus provides a dynamic model
of organizational behavior that is relevant for the study of organiza-
tional buying, and it produces some insights into the specific ways in
which individuals influence organizational performance.

The utility of using the behavioral theory of the firm in explain-
ing organizational buying behavior was illustrated by earligr studies
which concluded that the assertions of the behavioral theory of the
firm do apply to the specific case of industrial buying behavior.1?

INDUSTRIAL BUYING AS ORGANIZATIONAL
DECISION-MAKING: AN INTEGRATIVE MODEL

This suggested model of organizational buying behavior borrows
some important concepts from the behavioral theory of the firm and
the other approaches to the explanation of organizational behavior.
Integrating these concepts into a comprehensive organizational buying
behavior model permits a richer view of the buying process and
provides a framework for analyzing and studying the several variables
influencing the industrial buyer’s responses to marketing effort.

Organizational (industrial and institutional) buying behavior is
seen as a series of individual decisions carried out by organizational
members whose decisions are influenced by four sets of variables:

* The authors also propose a fourth subtheory—the theory of control. This
theory, however, is not related directly to the decision process and attempts
to explain the differences that occur between the decisions made and their
actual implementation.

* Frederick E. Webster, Jr., “Modeling the Industrial Buying Process,”
Journal of Marketing Research, Vol. 2 (November, 1965), pp. 370-376; and
Yoram Wind, “Applying the Behavioral Theory of the Firm to Industrial
Buying Decisions,” The Economic and Business Bulletin, Vol. 20 (Spring,
1968), pp. 22-28.
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1. Individual characteristics of these members, including person-
ality, motivation, cognitive structure, learning process, interaction
with the environment, preference structure, and decision processes.

2. Interpersonal relationships among the members of the buying
center (users, influencers, deciders, buyers, and gatekeepers), includ-
ing both task (relating to the specific buying problem) and non-task
activities, interactions and sentiments of the group members, group
task structure, and leadership patterns.

3. Organizational characteristics, including the buying and organ-
izational task, structure (the communication, authority, status, and
reward systems), technology, and personnel.

4. Environmental factors, including the physical, technological, eco-
nomic, political, legal, and cultural environment as it affects the values
and norms, the availability of goods and services, general business
conditions, and marketing information.

Each of these four factors can influence the buying decisions
through a set of variables relating to the buying “task™ and/or a set
of variables that are not directly related to the task at hand.

The buying task is the problem to be solved through the pur-
chase of goods or services, e.g., to keep the production line running,
to insure product gquality, or to reduce office expenses. Non-task vari-
ables relate to other important considerations in the buying process,
including the individual’s personal objectives, his relationships with
other members of the organization, and the characteristics of the
formal organization itself including systems of reward, informaticn,
status, and authority. As the individuals in the buying process attempt
to maximize the attainment of personal and organizational objectives
in the buying process, their actual behavior is seen asg a series of in-
dividual responses motivated by a complex interaction of task- and
non-task-related personal, interpersonal, organizational, and environ-
mental influences.

Distinguishing between the task and non-task elements of the
individual, group, organization, and environmental variables that af-
fect the buying decisions provides eight sets of possible determinants
of organizational buying behavior. How do these variables affect
organizational buying behavior? Many of the existing models of or-
ganizational buying behavior have demonstrated that one or a few
variables had some effect on organizational buying decisions. Unfor-
tunately, most investigators stopped at this point. The process through
which these variables affect the organizational buying decisions, the
strength of the relationships, the usefulness of the findings to market-
ing strategy, and even more fundamentally, the precise conceptuali-
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zation of the variables and their interrelations to other possible de-
terminants of organizational buying behavior often have been lack-
ing. Although the current state of knowledge concerning organiza-
tional buying behavior does not enable us to fill all these gaps in our
understanding, an attempt is being made to present a comprehensive,
integrative model of organizational buying behavior.!!

The model centers around the decision process which takes place
over time involving several members of the buying center, and it takes
into account the four sets of determinants of the decision. Figure 1
presents a schematic example of the model.

The model is an attempt to overcome the major limitations of
consumer behavior models (such as Howard and Sheth;'? Amstutz;!?
and Engel, Kollat, and Blackwell'*) which attempt to specify a deci-
sion process that determines consumer behavior while we do not
know nor can we know whether consumers really follow the stages
suggested by the model. Qur model, in recognizing the situation-
dependent and dynamic nature of buying behavior, is designed as a
block model which identifies the major sets of variables affecting
organizational behavior. Such a model provides only the necessary
framework, while requiring specific information gathered through
marketing research, to assess, in each specific class of buying situation
or market segment, the parameters of the variables in each of the
various blocks and their interrelationships.

Obviously, the major variables within each of the blocks must be
further evaluated before one can use the model. For illustrative pur-
poses, let us focus on the organizaticnal block.

Organizations are multivariate systems in which, according to
Leavitt,!” there are at least four sets of interacting variables: task,
structure, technology, and people.

These highly interdependent sets of variables provide organiza-
tional members (the “people”) with much of the information con-
cerning assumptions, goals, attitudes, and expectations with regard
to themselves and others that enter into their decisions. Since these

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

'*John A, Howard and Jagdish N. Sheth, The Theory of Buyer Behavior
{(New York: John Wiley & Sons, Inc., 1969).

“ Arnold E. Amstutz, Computer Simulation of Competitive Market Re-
sponse {Cambridge, Massachusetts: M.I.T. Press, 1967).

* James F. Engel, David T. Kollat, and Roger D. Blackwell, Consumer
Behavior (New York: Holt, Rinehart, and Winston, Inc., 1968),

* Harold J. Leavitt, “Applied Organization Change in Industry: Structural,
Technical, and Human Approaches” in W. W, Cooper, H. J. Leavitt, and

M. W. Shelley, II, New Perspectives in Organization Research (New York:
John Wiley & Sons, Inc., 1964), pp. 55-71.
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FIGURE 1
A MODEL OF ORGANIZATIONAL BUYING BEHAVIOR
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variables affect all forms of organizational decisions, it is important
to distinguish the specific nature and scope of these variables in the
context of organizational buying decisions. Schematically, the rela-
tions among these four sets of variables in the context of the overall
organization setting are presented in Figure 2.

This model of the buying organization stresses three major points:
First, the specific organizational buying variables—the buying task,
structure, technology, and pecple—are affected by the overall organi-
zational variables—task, structure, technology, and people. For ex-
ample, the degree of organizational decentralization determines to a
large extent the specific structure of the purchasing department and
the buying center. This interdependency of purchasing with the other
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FIGURE 2
THE KEY ORGANIZATIONAL VARIABLES
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parts of the organization is of considerable importance in any attempt
to understand organizational buying behavior. Hence, subscribing to
the system approach requires an understanding of the specific links
between the organizational buying variables and the overall organi-
zational variables. The second point stressed in this model is the
effect of the organizational climate on the four basic sets of organi-
zational variables. The third and primary focus of the model is on
the nature and scope of the specific organizational buying variables.

RESEARCH ON ORGANIZATIONAL BUYING BEHAVIOR

The first step in conducting any research is the careful definition
of the problem to be studied, which provides a guideline for the devel-
opment of a problem-specific model which relates several variables
(e.g., specific marketing stimuli, organizational and individual char-
acteristics) to the relevant organizational buying responses (e.g., pur-
chase, attitude, and loyalty). Such models can provide the necessary
guidelines for research design.

The general block model of organizational buying behavior sug-
gested in Figure 1 is too general and comprehensive to provide useful
guidelines for a specific research problem. It can suggest, however, a
set of variables and hypothesized relationships for inclusion in any
problem-specific model (a model designed for the structuring of a
specific problem concerning organizational buying behavior).
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If published studies represent actual practice, rarely have such
models been developed explicitly. Yet, progress in organizational
marketing suggests the need for such models to provide guidelines for
the collection of both specific information about key accounts (to be
gathered by the salesman as part of his normal activities) and more-
general information about the organizational buying process. This
latter type of information must be gathered from time to time as the
basis for developing more-general marketing strategies. These broader
market strategies provide the guidelines within which key account
strategies can be developed. Without such information about the buy-
ing process that is characteristic of substantial segments within the
total market, each account situation must be approached de novo.
More-efficient planning can result from verified models of the organi-
zational buying process.

Given such specific models, data on organizational buying be-
havior can be generated by survey, observation, or experimentation
and should be analyzed by the appropriate analytical techniques. Such
procedures have been used extensively in the study of consumer be-
havior but only rarely in organizational buying behavior studies. Yet,
there is no conceptual or technical justification for this situation.
Analysis of variance, for example, is as applicable in organizational
buying experiments as in consumer buying experiments.

Similarly, multivariate statistical techniques (e.g., multiple classi-
fication analysis, regression and correlation analysis, multiple diserim-
inant analysis, and factor analysis) can be used for analyzing non-
experimental (observational and survey) data on organizational buy-
ing behavior. These tools enable the researcher to looisimultaneously
at the effects of a reasonably large number of factors on organizational
buyer behavior. Yet, there have been few organizational buying be-
havior studies that used any of these techniques.

A similar situation exists with respect to multidimensional scaling
techniques and evaluation-function procedures. The only exceptions
are a number of exploratory and pilot studies conducted by one of
the authors. Multiple regression and discriminant analyses were used
in a study of industrial source loyalty.!®* Multidimensional scaling
techniques have been utilized in a pilot study aimed at assessing whe-
ther industrial buyers’ perceptions and preferences of various suppliers
differ across products and different buying situations.!?

*» Yoram Wind, “Industrial Source Loyalty,” Journal of Marketing Re-
search, Vol VII (November, 1970), pp. 450-457,

" Yoram Wind, “Mathematical Analysis ¢f Perceptions and Preferences
for Industrial Marketing,” in K. Cox and B. Enis (editors), A New Measure
of Responsibility for Marketing (Chicago: American Marketing Association,
June, 19683, pp. 284-204,
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The results of these studies are encouraging enough to lead us to
believe that future research on organizational buying behavior should
utilize, to a much greater extent, these and other available research
procedures coupled with the construction of models of relevant inter-
active systems.

CONCLUSIONS

The emphasis of this paper on organizational buying in general,
rather than industrial buying in particular, is based upon a conviction
that the fundamental processes of information acquisition, analysis,
and decision making in industrial, institutional, and other formal or-
ganizational settings are basically similar in their essential charac-
teristics.

Viewing industrial buying behavior not as an isloated phenomenon
but as a special case of organizational decision making has a number
of advantages:

1. It enables the researcher to identify the major sets of variables
affecting organizational buying decisions.

2. It provides a framework for analyzing and interpreting the
variables influencing organizational buyers’ responses to marketing
efforts.

3. It generalizes our understanding. of industrial buying be-
havior to other kinds of buying organizations, such as hospitals, uni-
versities, governments, retailers, and religious and charitable organi-
zations, This may provide “economies of scale” in the study of these
areas and provide another step toward broadening the concept of
marketing.

It is our hope that viewing industrial buying as organizational
decision making and using the suggested model of organizational buy-
ing behavier will help focus the research efforts in this area and serve
as another step toward the development of appropriate models and
better understanding of organizational buying behavior.



