Chapter 3

Organizational Buying
& Buying Behavior

DINH Tien Minh (Ph.D.)

Understand organizational buying
objectives.

Gain knowledge organisational buying
process including the types of buying
situation.

Identify the members of decision making
unit.

Understand some of models of
organizational buying behavior.

POO®

www.dinhtienminh.net

DO GIAN LA KHAC BIET

29-Jun-20


http://www.dinhtienminh.net/

29-Jun-20

Purchasing Objectives

Organisational Buying Process
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The Buying Center

Models of Organisational Buying Behavior
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1. Purchasing Obijectives °

¢ Buying the right item in the right quantity, at the right price, for delivery at the
right time and place.

+ What's right for each dimension?

@ Delivery/ Availability
@ Product quality
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1. Purchasing Obijectives ®

+« The Firm and Personal objectives

EXHIBIT 8-3 Overlapping Needs of Individual Influencers and
the Customer Organization
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2. Organisational Buying Process ©

“*More complex than the consumer decision process and takes place within

formal organization’s budget, cost, and profit considerations.

Obtain Feedback and Evaluate Performance| 8
Select Order Routine

Acquire and Analyze Proposals
Search for and Qualify Sources

Describe Characteristics and Quantity
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Recognize Problem and General Solution
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anisational Buying Process

Determine the characteristics
and quantity of a needed

good or service

Offering a coffee system that
brews one cup of coffee at a
to  each
employee’s preference.

time  according

Stage #1

Stage #2

Anticipate a problem/need
and a general solution

Need to provide employees
with a good cup of coffee to
enhance productivity.

Search for and qualify

Stage #3

Stage #4

Describe characteristics and the
quantity of a needed good or
service.

Firms need a simple system for
brewing a good cup of coffee; quantity
requirements are easily correlated to
the number of coffee drinkers.

2. Organisational Buying Process

Evaluate

Select an order routine

Buyer and Vendor work out best

way to process future purchases.
‘ Stage #6 ‘ Stage #8

proposals and Select

suppliers

Buyers choose proposal best suited
to their needs.
Final choice may involve trade-offs

between feature such as price,
reliability, quality, and order
accuracy..

Stage #7

Obtain feedback
performance

potential sources.

Choice of supplier

Stage #5

Acquire and
proposals

Analyze

May involve competitive bidding,
especially if the buyer is the
government or a public agency.

Evaluate

e Buyers measure vendors’ performance.
e Larger firms are more likely to use formal

evaluation procedures.

e Some firms rely on outside organizations

to gather quality
summarize results.

and
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2. Organisational Buying Process ©

Method: A Supplier Evaluation System

Attribute Weight Supplier Supplier Rating
(or Factor) | (Important) | Performance* (or Score)
Quality 30 0.8 30x0.8=24
Delivery 25 0.4 25x0.4=10
Price 15 0.6 15x0.6= 09
Service 20 0.6 20x0.6=12
Flexibility 10 0.2 10x0.2= 02
Total 100 57
* The information on the existing supplier's performance is obtained from departments.
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2. Organisational Buying Process ®

Thao luan:

M6t cong ty X chuyén san xuét 6 t6 van tai hanh khach c6 ba nha cung tng thép lanh
cudn da mua hang lau nam. Theo chinh séach cong ty X, mdi don hang mua vat tw
khong dwoc qué ba nha cung (rng. Cong ty ching ta dang la nha cung &ng tiém néng
va muén tham gia cung tng cho cong ty X. La nha Marketing cong nghiép, ban sé
lam gi?

Source: B2B book — India version — Q1, p59
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2. Organisational Buying Process ®

Thao luan:

Mét sb lwong I&n cac may tinh ca nhan dwoc mua béi T chire gido duc An D6 cho
sinh vién cGa ho. X&c dinh cac yéu té ho&c tiéu chudn ma cé thé dwoc sir dung dé
danh gia va lya chon nha cung cép. Ban sé& dé& nghi k§ thuat danh gia nha cung cap

nao va tai sao?

Source: B2B book — India version — Q2, p59
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2. Organisational Buying Process ®

Tinh huong:

M6t cong ty san xuat son qudc té dang chudn bi xay dwng nha may méi & gan
Munbai, An D6. Cong ty mubn mua lan dau vat tw xay dwng nha kho dé chivra nguyén
vat liéu, ban thanh pham va thanh phadm. Céng ty chon mét cong ty tw van ky thuat.
Téng tri gia don hang wéc tinh khodng 5 triéu Rubes. Gia siv ban la nguwdi quan ly chi
nhanh cla mét trong ba nha cung cép chinh cho thiét bj trén. Ban dang quan tam dé
c6 dwoc hop déng nay, va ban mubn &p dung cac khai niém va ky thuat ma ban da
dwoc hoc. Ban nén lam gi ldc nay va tai sao?

Source: B2B book — India version — Q3, p59
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3. Types of Purchase or Buying Situations

Definiti | Define |

S | changes |
Selection i - < 8 100; Process:

= Yes Tl 1 !

Solution delivery | Satisfied, | 1 No. | I I

B no differencey Dlssatlsﬁed" |

End game | L= i) Small |

| difference |

§ i =,
(oeae (m%

sausﬁed?

29-Jun-20

dlﬁemnro |—

POO®

www.dinhtienminh.net

Source: Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3™ edition.
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3. Types of Purchase or Buying Situations

Classifying buying situations:

The buying behavior involves degree of effort involved in the decision and the levels

within the organization in which these decisions are made

2. Modified Rebuying

May occur if supplier has let a
rebuy circumstance deteriorate
because of poor service or
delivery performance.

1. Straight Rebuying

- A recurring purchase decision
in which a customer reorders a
product that has satisfied
needs in the past.

- Marketers maintaining good
relationships with customers
can go a long way toward
ensuring straight re-buy (High-
quality  products,  superior
service, prompt delivery).

3. New-Task Buying

- First-time or unique purchase
situations that require
considerable effort by the
decision makers.

- Often requires purchaser to
consider alternative offerings
and vendors.
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3. Types of Purchase or Buying Situations

The Buygrid Framework for Organisational Buying Situations:

Buying Situations
Buy phases (Phases in Buying Process) New | Modified | Straight
Task Rebuy Rebuy

1. Problem recognition Yes Maybe No
2. Characteristics and quantity of needed item Yes Maybe No
3. Description or specification of needed item Yes Maybe No
4. Search for and qualifications of potential suppliers Yes Yes No
5. Obtaining and analyzing supplier proposals Yes Yes Maybe
6. Evaluation of proposals and selection of suppliers Yes Yes No
7. Selection of an order routine Yes Yes Maybe
8. Performance feedback and evaluation Yes Yes Yes

@@ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3@ edition, p46.
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4. The Buying Center ©

«»The organizational buying

process is typically influenced

Gatekeeper

by many individuals. Person who has Person who controls
. formal authority information flow
+» The degree of involvement of to purchase 5

individuals varies for different _
Influencer =

buying situations. Those who
supply technical |
information \i‘\ #
or specifications
OO
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5. Models of Organisational Buying Behavior
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“_Environmental Variable:

Physical, Technological, Economic, Political, Legal, and Cultural

Organizational Variable

‘echnology

(For pu:!'chasing)

Buving Centre Variables

- Inlerpersonal interaction

Structure

4
(Buying centre)

Goals and Tasks l

(Buying tasks)

Actors (People)

(Buying centre members)

Perce;

cods dnd desifes
tions and leaming

Buving Decision Process

ndivigual decision making process
Group decision making process

Nguén: Adapted from F.E. Webster, Jr and Y. Wind, “A General Model of Organisational Buying Behaviour”,
Journal of Marketing, 36, 2 (April, 1972), 12-19.
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5. Models of Organisational Buying Behavior

The Sheth Model of Industrial Buyer Behavieor
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C Component (3) > | Simational Factors | D

Differences among
individual buyers
caused by factors:

- Background of
individuals

- Their information
sources

- Active search

- Perceptual
distortion

- Satisfaction with
past purchases

Varieties that
determine if the
buying decision is

autonomous of joint:

(A) Product specific
facvors, including

- Time pressure
- Perceived risk
- Type of purchase

(B) Company
specific factors,
including

- Company size

= Company
orientation

- Degree of
centralization

Methods used for
conflict resolution in
joint-decision
making process:

= Problem-selving
= Persuasion

- Bargaining

- Politicking

Supplier or
brand choice

Ngudn: Adapted from Jagdish N. Sheth, “A Model of Industrial Buying Behaviour”, Journal of Marketing, 37,

Oct, 1973, 50-56.
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5. Models of Organisational Buying Behavior ®

The Choffray and Lilien Model of Organizational Buying Bellavio!r

Individual Responsibilities, Obtained set of
made up of the Buying Center Alternative Offers
Lo S
Interaction Evaluation Source of Organizational Environmental
structure criteria informatio constraints constraints
> } Likely alternative offers |
¥
=‘{ Individual preferences formed I
¥

:{ Organizational preferences |

Organizational choice l
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6. Questions and Homework o

1. At what phase(s) of the industrial buying process the business marketer should

get involved and why?

2. Is the organizational buying process for services the same as that for physical
products? Explain.

3. Describe any one of the techniques used by customer organizations for
evaluating performances of suppliers? Why is it importance for the sales person
or the supplier firm to understand clearly the supplier evaluation system

followed by the customer organization?
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6. Questions and Homework o

A business marketer (who is out or potential supplier) is keen to supply cold-rolled
(CR) steel coils to a major passenger car manufacturer, who has been buying the
same material from three other suppliers on regular basis for the past few years.
As per the purchase policy, the car manufacturer can not buy any material from
more than three suppliers. What should the business marketer do to supply CR

steel coils to the major passenger car manufacturer?
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