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LECTURE 2
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Topic Objectives
· Understand the organization buying process stages
· Describe the main buying techniques that industrial buyers use
· Explain the main influences on buyer decision making
· Appreciate Organization decision making unit members

How do business Organizations buy?
Understanding the dynamics of organizational buying is crucial for identifying profitable market segments and getting organizational buyers efficiently and effectively with an offering that responds to their needs. Each decision the business marketer makes is based on organizational buyers’ probable response. 
The eight stages of the organizational buying process are shown in the image below and although these steps are similar to those in the consumer purchasing process, there are several significant variations that directly affect the marketing plans. The organizational purchasing process is almost always more formal than the consumer purchasing procedure.
It is also important to keep in mind that B2B purchasing decisions frequently require more information than consumer purchasing decisions. Buyers desire comprehensive information as the marketing opportunity develops to inform their decisions. In contrast to a consumer, a B2B customer is unlikely to ever base their final purchase only on the information they see in a typical advertisement.


The Stages
1. Problem Recognition
The buying process begins when the organization recognizes there is a need that can be met by acquiring a particular good or service. Problem recognition occurs as a result of internal or external stimuli. Internal stimuli can be a business issue or need that arises from internal operations or the actions of employees in an organization including managers and other line staff. While external stimuli can be realized through presentation by a salesperson, an advertisement, information picked up at a trade fair, or even from competitors’ strategies.
2. General Need Description
Once a need is recognized, the buyers must describe it thoroughly to make sure that everyone understands both the need and the nature of solution that the organization is seeking. The industrial buyer should identify important product characteristics and understand all the product-related concerns of a customer. The buyer can influence purchasing decisions at this stage by providing information about the nature of the solution you can provide to address the organization’s problems. Marketing strategies through trade advertising can help potential customers become aware of what is on offer, other means like company websites, content marketing, and direct marketing techniques are all useful ways to build awareness and help potential customers understand the offering. 
3. Product Specification
This is usually the sole responsibility of the engineering department. Engineers design several alternatives, with detailed specifications about what the organization requires. These specifications align with the priority list established earlier. 
4. Supplier search
The buyer now tries to identify the most appropriate supplier (also called the vendor). The buyer conducts a standard search to identify which providers offer what they need, and which ones have a reputation for good quality, good partnership, and good value for the money. Buyers may check trade directories and publications, look at published case studies (written or video), seek out guidance from opinion leaders, and contact colleagues from other companies for recommendations.
5. Proposal Solicitation
Proposal development requires extensive research, skilled writing, and presentation, the delivery of a proposal could be comparable to a complete marketing strategy targeting an individual customer. Organizations that respond to many proposals typically have a dedicated proposal-writing team working closely with sales and marketing personnel to deliver compelling, well-crafted proposals.
Qualified suppliers are invited to submit proposals and depending on the nature of the purchase, some suppliers send only a catalog or a sales representative. More complex purchases typically require submission of a detailed proposal outlining what the provider can offer to address the buyer’s needs, along with product specifications, timing, and pricing
6. Supplier Selection
A significant part of this selection involves evaluating the vendors under consideration. The selection process involves thorough review of the proposals submitted, as well as consideration of vendor capabilities, reputation, customer references, warranties, and so on. 
7. Order-Routine Specification
The buyer now writes the final order with the chosen supplier, listing the technical specifications, the quantity needed, the warranty, and so on. At this stage, the supplier typically works closely with the buyer to manage inventories and deliver on agreement terms.
8. Performance Review
In this final stage, the buyer reviews the supplier’s performance and provides feedback. This may be a very simple or a very complex process, and it may be initiated by either party, or both. The performance review may lead to changes in how the organizations work together to improve efficiency, quality, customer satisfaction, or other aspects of the relationship.

Organizational Buying Techniques/Situations
Organizations with significant experience in purchasing a particular product approach the decision quite differently from first-time buyers. Therefore, attention must center on buying situations rather than on products. 
Three types of buying situations are:
(1) New task
(2) Straight rebuy
(3) Modified rebuy

In the new-task buying situation, organization decisions makers perceive the problem different from previous experiences; therefore, they need a significant amount of information to explore alternative ways of solving the problem and searching for alternative suppliers. When confronting a new-task buying situation, organizational buyers operate in a stage of decision making referred to as extensive problem solving. Here the buying decision makers lack a well-defined criteria for comparing alternative products and suppliers.
A straight rebuy occurs when there is a continuing or recurring requirement, buyers have substantial experience in dealing with the need and require little or no new information. Evaluation of new alternative solutions is unnecessary and unlikely to yield significant improvements since this is a routine problem solving approach. Organizational buyers apply well-developed choice criteria to the purchase decision. The criteria have been refined over time as the buyers have developed predispositions toward the offerings.
In the modified rebuy situation, organizational decision makers feel they can derive significant benefits by reevaluating alternatives. The buyers have experience in satisfying the continuing or recurring requirement, but they believe it worthwhile to seek additional information and perhaps to consider alternative solutions. The modified rebuy situation is most likely to occur when the firm is dissatisfied with the performance of present suppliers for poor delivery service and more.

Factors Shaping Industrial Buyer Behavior
1. Technological influences.
The rate of technological change in an industry influences the composition of the decision-making unit in the buying organization. As the pace of technological change increases, the importance of the purchasing manager in the buying process declines. Technical and engineering personnel tend to be more important when the rate of technological change is great.
The level of technological development available among local suppliers will affect what the buyer can obtain. The technology of the buyer and the seller must also be compatible: in global markets this often presents a problem, since international technical standards remain very different for most products. 
2. Economic influences.
The macroeconomic environment is concerned with the level of demand in the economy, and with the current taxation regime within the buyer’s country. These conditions affect buyers’ ability to buy goods as well as their need to buy raw materials: if demand for their products is low, the demand for raw materials to manufacture them will also be low. The macroeconomic climate affects the buyer’s confidence in the same way as it affects consumer confidence.
3. Political and legal influences. 
Governments frequently pass laws affecting the way businesses operate, and this is nowhere more true than in international trade. Trade sanctions, trade barriers, specifically non-tariff barriers, preferred-nation status and so forth all affect the ways in which buyers are permitted or encouraged to buy. In some cases, governments specifically help certain domestic businesses as part of an economic growth package. The political stability of countries is also a factor that vendors need to take account of. Laws often lay down specific technical standards, which affect buyer decisions. Buyers may be compelled to incorporate safety features into products, or may be subject to legal restrictions in terms of raw materials. Often, vendors can obtain competitive advantage by anticipating changes in the law.
4. Ethical influences
Buyers are likely to be highly suspicious of doing business with a salesperson who they perceive as acting unethically – after all, if the salesperson is prepared to cheat on his or her employer, he or she cannot be trusted not to cheat on the buyer. Buyers are expected to act at all times for the benefit of the organization, not for personal gain. This means that, in most cultures, the buyers are expected not to accept bribes, for example. However, in some cultures bribery is the normal way of doing business, which leaves the vendor with a major ethical problem – refusing to give a bribe is likely to lose the business, but giving a bribe is probably unethical or illegal in the company’s home country, especially 
5. Cultural influences. 
Culture establishes the values, attitudes, customary behavior, language, religion, and art of a given group of people. When dealing internationally, cultural influences come to the forefront: in the UK it might be customary to offer a visitor a cup of tea or coffee, whereas in China it might be customary to offer food.
Beyond the national culture is the corporate culture, sometimes defined as “the way we do things round here.” Corporate culture encompasses the strategic vision of the organization, its ethical standpoint, and its attitudes toward suppliers among other things. 

Organization Decision Making Unit
The organizational buying process involves a complex set of smaller decisions made or influenced by several individuals. The degree of involvement of group members varies from routine rebuys, in which the purchasing agent simply takes into account the preferences of others, to complex new-task buying situations, in which a group plays an active role. Because organizational buying is a process rather than an isolated act, different individuals are important to the process at different times for instance a design engineer may exert significant influence early in the process when product specifications are being established; others may assume a more dominant role in later phases. 
This is how the buying center came to be, the concept of the buying center provides rich insights into the role of group forces in organizational buying behavior. A buying Centre consists of individuals who participate in the purchasing decision and share the goals and risks arising from the decision. The size of the buying center varies, but an average buying center includes more than 4 persons per purchase; the number of people involved in all stages of one purchase may be as many as 20. The members include:
· Initiators. These are the individuals who first recognize the problem.
· Gatekeepers. These individuals control the flow of knowledge, either by being proactive in collecting information, or by filtering it. They could be junior staff who are told to visit a trade fair and collect brochures, or a personal assistant who sees his or her role as being to prevent salespeople from “wasting” the decision-maker’s time.
· Buyers. The individuals given the task of sourcing suppliers and negotiating the final deal. Often, these are purchasing agents who complete the administrative tasks necessary for buying. These people often work to a specific brief, and may have very little autonomy, even though they may be the only contact a supplier’s salespeople have at the purchasing organization.
· Deciders. These are the people who make the final decisions, and may be senior managers or specialists. They may never meet any representatives of the supplying companies. Deciders generally rely heavily on advice from other members of the DMU.
· Users. These are the people who will be using the products which are supplied: they may be engineers or technicians, or even the cleaning staff who use cleaning products. Their opinions may well be sought by the deciders, and in many cases the users are also the initiators.
· Influencers. These people “have the ear of” the deciders. They are trusted advisers, but from the supplying company’s viewpoint they are extremely difficult to identify. Influencers may be employed by the purchasing firm (for example, engineers, information systems managers or research managers) or they may be consultants (for example, architects, acoustics or safety consultants). An influencer might even be the decider’s, old college friend, or teenage son.

Summary
· Marketers often trigger initial awareness of the problem and helps the organization effectively solve that problem. 
· Incremental decisions made throughout the buying process narrow the field of acceptable suppliers and dramatically influence the ultimate outcome.
· The marketer must ultimately concentrate attention on individual members of the buying center. 
· Each member brings a particular set of experiences and a unique personal and organizational frame of reference to the buying decision.
· The marketer who is sensitive to individual differences is best equipped to develop responsive marketing communications that the organizational buyer will remember
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