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Abstract: Contemporary business landscape is depicted byrdorhorientation towards
the economy of scale, specialization and increatsgendency on building strong and
long-term relationship with plethora of buyers iighly competitive markets. Marketing
and sales managers are placing more emphasis ddibgieffective sales force, while
theorists and practitioners are searching for madéd provide guidance for this
process.This paper examines the organizationalrtguprocess of business to business
(B2B) companies throughframework developed by Backltand model proposed by
Hutt and Speh. Empirical qualitative research,oe gample of Austrian companies, is
conducted in order to identify main differencegpurchasing processes between model
and real life, and to identify the most criticalgmesses from perspective of the buying
organizations. Finally we developed suggestions tftgr marketing and sales side
regarding what issues and steps need to be addtésserder to successfully start and
develop relationship with B2B customers.

Keywords:B2B marketing, sales management, buying behaviarchasing center,
business negotiations.

1. INTRODUCTION

According to number of authors the purchasing costprise the
biggest cost part of a company (Subramaniam & SPHaR2; Hutt & Speh
2007; Backhaus et al. 2013). More than a half efrgdollar earned from
sales is spent on the materials and equipmentjthissnot unusual to
conclude that this topic is of the outmost impoc&rfior organizations.
Literature review shows long history of authorsttiaote about this
topic, i.e. Wind, Green & Robinson 1968; Sheth 19&&bster &Wind
1972; Lewin & Donthu 2005.

Analyzing existing literature it is obvious thasearch of buying
process and behavior is much more investigatedeckk® B2C markets.
Webster &Wind (1972) were amongst the first redeans who started to
investigate the buying process of B2B organizatiofise purchasing
processof industrial products,according to Backh&u¥oeth (2010),
isdistinctively different than purchasing procesks consumer goods.
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Authors emphasize that B2B markets are substantteerogeneous
requiring adjustment of approach to purchasinguyirigy centers.

Backhaus et al. (2013) created a model that rezegrdifferences
in the purchasing approach taking in to the comaiten two main
determinants:the nature of transaction and there@atti the market. It
relates to previous research of Johnston & Lew896) who confirmed
that the complexity and the risk of the purchasensfly influence the
purchasing process and decisions.

Webster & Wind (1972) describe industrial buyingaasomplex
process that involves many people in the acqursipimcess, complexity
increasedby conflicting decision criteria of dit#fet influencers and
decision makers. These two authors introduced dheept of the buying
center, acknowledging various individuals involwedhe buying process,
where each member plays a certain role or seveles.rSince then much
research has been conducted concerning the corypéd composition
of buying centers. Different authors were searcliargactors that affect
decision making within organizations, as well a®sdént aspects of
organizational buying behavior (Kauffmann 1996; ¥gek Heide 1993;
Steward et al. 2010).

The typology of the business has a great impact how
companies establish and realize their marketingnaras (Backhaus &
Voeth 2010). Therefore Varadarajan & Jayachandt889) highlight the
importance of adapting the marketing strategy ®lbsiness type as an
important prerequisite to achieve and sustain cothgeadvantage.

Main idea of Backhaus et al. (2013) emphasizes bhainess
transaction processes in B2B can vary significabdged on the different
business types.Accordingly suppliers must undedsthe buying process
and behavior of customers in B2B markets in oradehave efficient
marketing and sales efforts. This is a substamgtidifficult task since
organizations have a multiphase, multi-personalltirdapartmental and
multi-objective buying process (Johnston & Lewin9&9 Hutt & Speh
2007).

2. THEORETICAL SUBSTANTIATION

Following aforementioned discourse we utilized modgoduced
by Backhaus et al. (1994) — the model that diffeades industrial market
place into four main business types (see FigureINowhich according
to authors have significant impact on business yleehavior and
decision making. Second dimension of our reseamamdwork is
purchasing process, identified by Hutt and Spel®720with intention to
use described normative process and compare it haimess practice,
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allowing us to target critical steps in processited to different types of
business transactions from the Backhaus model.

Figure No. 1.: Four businesstypes according to the Backhaus model
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Source: adapted from Backhaus and Voeth (20106p &t Backhaus et al. (2013, p.8)

Subsequent research by Backhaus & Voeth (2010pduated
additional criterion related to degree of post-pasing (ex-post)
insecurity on these markets.Post-purchasing inggcuanges from
situations where a purchase does not have any tmpadollow-up
purchasesi.e.product purchasgsall the way to lock-ins that tie business
partners to each other for longer time periogsgupplier busine3s

Backhouse model also incorporates specific diffegsrthat exist
in doing business in series of transactions. (System busingssersus
single transaction.g. investment busingss

Finally original model from 1994 was refined byterion called
asset specificity(Backhaus & Muehlfeld, 2005). Ttegree of asset
specificity ranges from zero representing compittndardization to a
100% percent which is equivalent to total custotmza Business types
according to this dimension represenpplier businessesndinvestment
businessethat require desired amount of customization waspeoduct
businessemnd system businessedlow access to the mass market from
perspective of supplier, thus without customization
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In order to develop comprehensive framework for wark, with
premise that different types of businesses reqdififerent approach of
marketing and sales-force we present brief overaeley business types
from the Backhaus model:

l. The product business. Suppliers sell highly standardized
products to customer groups that can be comparadrtass market in the
consumer industry. No dependency is created betiweger and supplier
(Backhaus & Voeth 2010). Typical products in thiesup could be i.e.
screws or office staples. Companies operating enpttoduct business do
not make specific investments related to individualistomer
requirements. Transaction costs are low. Even é dhse of contract
cancellations it is easy for the buyer to find astiiute supplier, as well
as it is easy for supplier to sell its productsnext buyer. Subsequent
purchases are not dependent or connected, althrepghted transactions
or a series of transactions can also take plaseceetthe same buyer and
supplier in the product business. The main chaélethgt companies face
is the gathering of efficient market informatiorurhasing companies
need to closely analyze the market and gatherrrdtion on products
that fit their needs and requirements. The suppleed to keep in mind
that they are easily exchangeable and have to fonusommunication
and information policy. Adequate communication c¢lela are
advertising, promotions and/or trade fairs i.ec®mill plays a significant
role, as well as branding. Common marketing tooéstherefore market
research and tracking customer feedback (Backhausiéhlberg 2005).

. The investment business. The investment business is also
referred to as the project business by Backhaud9(1l8nd characterized
by single transactions.The project business uswalhtains a high level
of customization, so a termination of the contrfet instance leads to
significant loss for the party that invested (usualipplier). The solutions
are created for specific customer needs and arblyhigpecialized
(Backhaus & Voeth 2010).Typical products in thi®uy could be i.e.
assembly lines, plants, and machinery. Investmessiniess has high
levels of behavioral Will promised be delivergdand environmental
uncertainty Will technology change affect projg¢ctGathering large
amount of information ex-ante is of the outmost amance. In order to
guarantee safety for both business partiesextessneacts are desirable.
The supplier’s main task is to communicate to égteptial customer base
its competence and expertise, as well as goodwwiirder to minimize
the risks. Since projects last over a longer peabdime,suppliers can
minimize risks by aligning the payment structurdtfte time horizon and
the investments. Apart from that it is advisable $ellers to carefully
choose their customers (Backhaus & Muehlberg 2005).
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[I1.  The supplier business is also referred to as relational
business. The business parties make investmerttaffieat or enable a
chain of transactions with an undefined horizoniggpbproducts in this
group could be i.e. industry automations, car otdles, etc. In order to
amortize the investments the business partners toagenduct a certain
amount of transactions with each other. Switchingt€ are immensely
high as changing the transaction partner triggerewa investment, in
order to start a new chain of transactions. Inrdtational business there
is the possibility that either just one or both tigsr have to make
investments. Based on that one party can tie therab its product
solution or both parties become dependent on ethgr.m contrast to the
project business, contracts cannot really redueeritk and the more
intangible aspects, such as the reputation of thepany become
important. Decisions are made based on individugbeetations,
experiences and criteria such as reliability orstinorthiness of the
business partner (Backhaus & Muehlfeld 2005). Rapmrit management
can be a very powerful tool for the supplier inatElnal businesses.
Branding also can play a crucial part in the relai business context.
From a seller's perspective innovation and fleitipilare important
criteria for sustainable competitive advantage.

IV. The system business. According to Backhaus &Voeth
(2010) system business is a combination of theywmiodnd the supplier
business. Product examples could be: software;eoffirniture, etc. The
system and the supplier industry are both chanaetbiby a process of
transactions. The difference is that companiefiénstystem business sell
their products to a mass market and those operatinthe supplier
industry are focused on customization for a smiadlg of customers. In
the system business buyers are usually highly diggron the supplier’s
solutions and face high switching costs whereassthpplier can sell its
products to a big group of customers.

Backhaus model is as exogenous model that allowstous
categorize different types of business transactim@ts/een suppliers and
buyers, enabling us to identify differences in degi making process.
From the perspective of marketing and sales-foot@@wvledging these
differences can enhance negotiation efficiency,reases persuasive
power and helps build and maintain relationship hwhiuyers by
accurately addressing their needs.

Among different approaches to decision making pgsctrm
buyers’ center perspective we decided to followtHutd Speh (2007)
approach. Authors identified following eight steps organizational
buying process:
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Problem recognition;

General description of need,;

Product specification;

Supplier search;

Acquisition and analysis of proposals;
Supplier selection;

Selection of order routine;

. Performance review.

Without ambition that we have taken all possibleiatdes in to
the account we framed our research process betineddackhaus model
and Hutt & Speh organizational buying process. Moat al. (2001)
summarize that the organizational buying proceferdibased on (1) the
newness of the buying situation, (2) the amount tgpé of information
that is needed and (3) the number of alternativasdre available.Selling
organizations strive to understand the purchasimd) @ecision making
process of their customers in order to enhance toanpetitiveness. We
aim to contribute with research that addresses haging process
throughout the lens of different types of businesssactions.

Based on theoretical substantiation and empiriadirigs we aim
to answer the following research questions:

RQ1: What are the critical points of buying praceslated to
different product types identified by Backhouse ei@d

RQ2: How can we utilize differences identified iouying
behavior to prepare marketing and sales force faremeffective
relationship building with B2B buyers?

N~ WNE

3. EMPIRICAL RESEARCH AND METHODOLOGY

In order to answer the research questions and ttangight into
the organizational buying process the empiricataesh was conducted in
the form of structured expert interviews. For thepose of qualitative
research structured interview guideline was deelofavailable by
request from authojs

Structured interview guideline was tested with tdwvener of the
small-to-medium size company mainly responsiblepiorchasing. Main
intention was to test comprehensiveness of the lgack model, as well
as testing the questions for clarity and decidinprutime limit for
interviews. Test interview provided valuable feedbthat was utilized to
micro-adjust interview guideline.

The interview guideline was sent to the intervieavtpers prior to
the interviews 48 hours, withintention to enablenthto prepare for the
conversation and get themselves familiar with tlestjonnaire style.
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Interviews were conducted with nine purchasing espeom larger B2B
companies in Upper Austria region. German language used for the
convenience of the interview partners.

The Backhaus model is a marketing and sales dnvedel, it is
also dominantly used in academia, so authors hacensure that
respondents have basic understanding of the m8telt explanation and
examples of transactions were provided in introoiycpart of interview
guidelines.

In order to avoid biases organizational buying pescby Hutt and
Speh (2007) was not presented to the interviewnpest When discussing
about purchasing processes and stages they werdundéned with
theoretical framework allowing us to reveal genumsiness practice.

In deciding on our sample authorswere guided bgethspecific
criterions:

A) Focus on rather large organizations when choosieg t
interview partners, due to the fact that SME’s haather informal
approach to purchasing (Perkins and GunasekaraB; 128k 2011).
Additional reasoning was that with larger organaag there will be more
frequency in dealing with each different type ofsimesses: product,
system, supplier and investment business type.

B) Talk to people of the purchasing department thaeha
broad overview of the buying structure and procegishin the
organization and these are preferably purchasinmpgexs.

(03] Find interview partners that could look back ongdarm
work experience in the field of organizational phasing. All interview
partners were highly experienced people that hadkeudboin the field of
purchasing for up to 20 years.

The following table No. 1 provides an overview lo¢ tsample.

Table No. 1.: Overview of the research respondents
No. of

Industry Position Duration
employees
Tl n/a n/a n/a 49:59
Automotive Purchasing manager for
R1 . . 2500 1:00:17
industry general purchasing
Mechanical engineering _
R2 : Purchasing manager 4200 1:10:40
industry
Windows and doors _
R3 ) Purchasing manager 1850 56:39
manufacturing
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o Member of the
R4 Metal working industry ) 500 55:48
purchasing department]

Industrial facilities

R5 . Purchasing manager 2300 40:08
industry
Polymer materials ,
R6 ) Purchasing manager 590 55:06
industry
R7 Wholesale trade Purchasing managef 1000 58:04
Polymer materials _
R8 . Purchasing manager 3500 51:5]1
industry
Steel rope, fibre rope and ,
R9 Purchasing manager 900 40:42

straps industry

Source: authors’ research

All interviews were recorded in digital format, rtiscripts were
made, and the results were analyzed by using thX@I2A, a scientific
processing program for qualitative interviews.

4. RESEARCH FINDINGS

The expert interviews clearly showed that the bgymmocess of
B2B organizations differs depending on which tydetlee product is
bought. Although many of the respondents saw strogigtionships
between the system and the investment businesteretif buying
processes could be identified even in this casealftieors could further
identify that the steps themselves differ as weliree number of steps that
are included.

The simplest purchasing process can be foundhénproduct
business, for which all interview partners emphasized timportance of
an effective and time saving process. Differenogsrocess are related to
perceived importance of the product for the compaparations, the more
important — the more complex process becomes.

The buying process fothesystem businessis already a more
extensive because most interviewees stated thefidkpendency on the
supplier and the long-term aspect of the decision.

The investment business purchases are characterized by an even
more complex and longer proces®ifipared with the system busirjess
due to the high complexity and relevance for préiducoperations that
was stated by nearly all interviewees.

The most complex and extensive buying process sdenise
applied in the supplier businessespecially when a R&D phase is
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included, this significantly increases the evalmatand decision making
stages.

Backhaus et al. (2013) also found similar resuittheir study on
the organizational buying process; however, differgteps and phases
could be identified within the scope of this reskarFor the product
business, Backhaus et al. (2013) proposed extresnelplified process,
which, according to our research, could be moreptex

According to the interviewees’ statements, the sendf inquiries
and the negotiation phase were included as wednagpproval stage for
more critical products. This is an important steplganizations that have
a very systemized and strict internal purchasirggadure.

Concerning the buying process fystems business, Backhaus et
al. (2013) missed the extremely important stephie éstablishment of
criteria and specifications which was highlighteg dl interviewees in
this research, as well as the negotiation phaseed¥er, Backhaus et al.
(2013) included the budget definition into the mes, a step which was
not mentioned by any interviewee in this researth.this respect
respondent R1 explained, that budget is not deterdnwithin the buying
process but is rather seen as the framework thégtermined by either
the user department or the general managemenge @btnpany.

When it comes tanvestments business, the research indicated
that there is a specific approval as crucial stepirfivestments. Another
essential step that is missing in the process ckBaus et al. (2013) is
the product specification stage. According to theenviews the contract
establishment is of considerable importance andueiad part which is
therefore also regarded as a step in the buyingepsofor investments.

In regards tahe supplier business industry, a much more detailed
and extensive process could be identified compdoedhe one of
Backhaus et al. (2013). Missing elements that cdaddincluded as a
result of this research are the early discussioitis potential suppliers,
based on which the specifications are establishexdfollowing stage. A
further new finding was that many buying comparastablish so called
“development contracts” with several vendors whleén lead to a supply
contract with usually one supplier.

One of the main findings is related to the searehalior of
buying organizations. The interview results provaaeindication that it is
not the customer that is searching for supplienst the suppliers
searching for customers — which depicts most copbeary markets as
“buyers markets”. This makes the search phase énatiganizational
buying processes inferior to other stages. Kutttale (2009) stated that
there are two kinds of search situations and thes$d are dependent on
market characteristics. Either both supplier angebwsearch which is

Vol. 16,6poj 412014, cmp. 111-124 119



Darko Pantel¢, Viktoria Sengleitner

usually the case when the buyer and vendor poaagually sized, or one
party represents a significantly larger group andherefore seeking for
the other group while the other party waits to betacted.

Regarding the performance evaluation step that par& of the
organizational buying process of Hutt and Speh 720@ can be stated
that according to the interviewees evaluationscameducted but not as
part of the buying process. There are companids asiche organization
of respondents R3 or R4 that take the supplieropmdnce evaluation
very seriously and others that have a rather indbrapproach and see
relatively few benefits in it.

An aspect that nearly all interviewees agreed ors Waat a
systematic supplier performance evaluation systeii supported and is
only meaningful inthe product and supplier business in which
continuous business transactions take place. mpsses a controversial
view on theproduct business type which is described in the theory as
dominantly a single transaction business. Howewecording to the
research respondents, reality looks different amms$tnproduct business
transactions are done in the form of framework agwents including
continuous supplies. Fane system business, the interview partners also
regarded many business cases that fit into theersybsusiness rather as
one time transactions. That is also in contradictio the theoretical
definition of the Backhaus model.

Concerning risk reducing behavior in organizatiobaying, the
interviews showed that branding seems to be a nmicte important
topic on the seller side, compared to the buyes.s@hly one interview
partner (R7) actively mentioned the relevance @inls in the decision
making process. Brands might play an interestirg iro some industries
but in other ones not at all. Respondent R9 meatiathat brands are
strongly established ithe investment business, but are i.e. not important
in the supplier industry.

In contrast, the importance of references and bsypplier
relationship establishment was confirmed by the isogb research. In
the systemand investment business, references help considerably in
reducing the risk for the buyer. The buyer-suppledationship is, in all
four business types, imperative. Eventlre product business, buying
organizations prefer long-term business relatiggshAn exception might
be the sourcing of commoditieso( called C paris for which some
interviewees saw benefits in regularly changingsineplier.

A final factor that should be mentioned is that Baekhaus model
is an unequivocally, a marketing and sales driverdehmaking it not
fully familiar to therespondents in the researclon§equently, buying
organizations use other methods to classify theymts they source. For
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example the organizations of respondents R1 and dddde the
purchasing function into general items and produrctelated items. Since
all interview partners mentioned that investmemésteeated individually
and independently from the other business typas,ishan interesting
finding that necessitates further research.

5. CONCLUSIONS

Analyzing available data we came to list of suggest to
marketing and sales managers that could help tlieatecmore effective
and efficient marketing and sales strategies/tactiéirst step in this
process will require them to identify perceived ihass type from
perspective of their business partners. This wlibva them to tailor
marketing and sales approach to fit expectationd a@eds of their
customers. These findings are equally relevanh&v entrants that wish
to acquire new businesses, as well as for the muppinterested in
keeping their customers.

The product business. Having on mind nature of the product
business it is evident that price factor is impottane (respondents R1
and R2). However comparable quality is a must-h&ignificant number
of respondents does not prefer change of supptierérequent basis,
which supports our conclusion that establishing emsupplier
relationship is imperative regardless of busingg®.t Since substitutes
are widely available supplier need to be aware ¢hahge will happen if
supplier does not deliver as expected or falls tsborcomparable offer.
Respondent R2 provided idea for suppliers to attampransition from
product to system business — capitalizing on mdfieient processes,
already mentioned as important criterion for thedoict business buyers.
Bundling was also mentioned as a route to enhafficgeacy of product
business buyers (R3 and R5). Respondent R9 gaighaforward advice
— timely delivery, quick order confirmation and igety, as well as
reporting delivery problems before it is too lass, a key elements for
sustainable relationship in the product busineabmeThese issues were
also indicated as important by R3 and R5. In thenertt of truth sales
force need to demonstrate ability to present efficy driven competitive
advantage of doing business with their organizaiiBd), as well as
excellent processes tracking and delivery syst&b$. (

The system business. All respondents agree on necessity to be
extra sensitive about customer needs if supplier itee system business,
furthermore R1 lays out quality, price, deliverydasystem and after-
sales services as a key factors. Purchasing @icetithe only criterion —
concept of the total cost of ownership nowadaysresgmts guiding
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principle. Respondent R5 strongly suggests plaemg@hasis not just on
selling system, but to improving buyer internalggsses.According to R2
references are important and sales force needsitenfinded to put in the
forefront its competence in industry. ResponderfisaRd R9 called for
transparencyno hidden-cost$!and openness as a routes to establish
reliability and partnership with buyers.

The investment business. Infrequent large-scale purchases and
long term commitment of resources are tailoringithvestment business.
The key element in the investment business is dselft Sales-force has
main task to convince buyer on supplier's competerso presentation
makes all the difference. High risk calls for akams needed to persuade
the other side that assets will perform and delesgrected. Respondents
R2 and R5 pointed out the importance of referemoesbranding as risk
reducing factors. Newcomers in to the market wdlvdn substantially
tougher position since experience with suppliehighly valued (R4).
Presence in business journals and business magamight be a potential
avenue to build recognition in an industry accaogdio respondent R6.
Some of our respondents also pointed out increasked of technical
department in this business type emphasizing irapod of technical
knowledge and necessity to work with wider and mdireerse buying
center. Respondent R2 brought to attention fact thiéen, when
specifications need to be made together with vendaryers will tend to
work initially with at least two potential partners

The supplier business. Long term commitment and increased risk
of dependency will strongly influence the suppllausiness partners.
According to respondent R1 experience plays a v, since it signals
competence and reliability. Several respondents hasiped price,
logistic benefits or quality improvements as impattfor this type of
business. Improvements in these categories usteslylt from dynamic
innovations (R8 and R9), as respondent R2 mentiosigepliers in
supplier business need to stay at the edge of atrmvsince innovations
provide competitive advantages for their buyers.llokong same
discourse respondent R3 warned that as much asvations are
appreciated if they deliver efficiency, suppliersed to be careful with
presenting them, sometimes hard push of innovdaature will trigger
resistance from some of the stakeholders in bugergers, i.e. technical
or manufacturing department. Respondent R6 offatgien for potential
perils — feed patiently the decision makers witbcme information and
document it properly. Additionally, a high level ofooperation,
willingness and flexibility are distinctive supplieharacteristics. This is
especially helpful in shortening the whole processl achieving best
results.
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6. LIMITATIONSAND FURTHER RESEARCH

Qualitative nature of the empirical research mehasall findings
and conclusions can be considered as suggestiahprapositions. The
findings cannot be generalized, therefore the amimhs serve only as
guidelines.

Research did not focus on a specific industry, fiheéings were
collected from a variety of different organizatio@ertain findings might
therefore be valid only for a certain industriesert@inly increasing
number of respondents would influence validityiofiings.

The interviews were conducted from the perspectwvethe
purchasing department. Consequently, the findingfeat subjective
opinions from experienced purchasing experts. Anaty the
organizational buying process from another stalddrid point of view
might bring additional insights.

A possibility for further research would be to fedhe analysis of
the buying process on SME's and identify whetheretare differences in
the process based on which different types of prtsdare sourced.

The research sample is limited to Austrian comEaared as such,
it would be valuable to investigate whether intéoral differences can
also be identified when it comes to organizatiobaying process and
behavior.
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