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The puqlOS8 of this study was to detemine the 
iDpct of i.ndiviiSual. cbaracteristics of 
oJ:gallizational buyers on the use of risk 
reduction strategies. The results suggested 
tbat years of fo:tmal. education, gaDder, and CPM 
certification status all have major iDpats on 
risk reduction strategy use. conversely, years 
of l:luyiDJ experience and aqe ware found to have 
relatively little affect on the propensity to 
use various risk reauction strategies. 

Introduction 

Virtually every organizational purcbasing 
situation involves saae degree of risk. Buyers 
must chcosa vendors, goods, and services evan 
thouqh they can•t be Cleqllately sure as to what 
the ultimate i.npct of their decision may be. 

This situation has pzovided the illllatus for the 
revered •'parcaived :risk'• JDDdel of 
oJ:gallizational purchasi.Jiq. This particular 
moCJeJ. has s1xJwn itself to be a pciN8rful 
explanatory JII8Cb!mi aa (CUDningbl!lm, 1967; Bawas 
and Ba.rDbcusa, 1987) in axplaini.Jig the 
J:lebaviors ~ in :by organizational buyers. 

Ill;)lied in the perceived risk mcdel. is the 
DOtion tbat buyers prefer less risk to more. 
00Jlsaq1&1tly, they are likely to eagaqa in 
J:lebaviors ~gnad to reduce the amcunt of risk 
:inbarent in the situation. This paper 
investigates the extent to which this risk 
reduction babavior is iDplctad :by i.ndiviiSual. 
cbaractari.stics of the blyar. 

Clearly, indiviiSual. blyar characteristics are 
not the only factors capable of influencinq 
organizational purcbasing behavior. 
Nonetheless, recant l:luyar behavior mcdel.s have 
consistently identified indiviiSual. 
characteristics as critical CXIJI)OII8'lts in the 
total structure (e.q. wel:lstar and Wind, 1972b; 
Sheth, 1973). As abserved :by 'Webster and Wind 
(1972b): 

in the final. analysis, all oxganizational 
buyini;J behavior is i.ndiviiSual. 
behavior •••• the i.ndi viiSual. is at the center 
of the l:luyiDJ process (p.18). 

Consequently, an analysis of the nature 
presented in this paper is appzopriate and 
consistent with recent purchasing thought. 
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Perceived Risk 

Bauer (1960) first aMressad the perceived risk 
oonoept wben he pmposad that OODS1D8r behavior 
could be viSIIad nas an instance of risk 
t:akiD;t•. Be maintained that OOD"'ner beb&vior 
involved risk in the smJSa that an action will 
produce CODSaqU8DC8S which we canDOt anticipate 
with certainty and which will in saae cases be 
uuplaasant. 

BaUer was also quick to point out the 
difference between 11risJtn 11114 •'paraaived risk'.•. 
Risk may exist, yet if the indiviiSual. aoesn•t 
perceive it they can•t be influenced :by it. 
Convarsal.y, risk can be perceived, but be 
nonexistent. IndiviiSual.s respond to 11114 deal 
with risk as they perceive it subjectively. 

cax (1967) expanded on Bauer•s work wben he 
posited that the IIIIIDIDlt of perceived risk 
involved in a behavioral act is a flmction of: 

1. The amcunt that would be lost if the 
cxmsaquanoes of the act ware not 
favorable 11114, 

2. 'l'be indiviiSual.•s subjective feeling or 
degree of uucertainty that the 
cxmsaquanoes would be unfavorable. 

Mditionally, cax maintained that: 

The IIIIIDIDlt at stake is a flmctian of the 
i.n;lortanca or magnitude of the goals to be 
attained, the sariOUSDeSS of the penalties 
tbat miqht be iJIIlOSad for DODattai.mant, 
and the 21111C1Ullt of means OCIIIIIittad to 
achieving the goals. 'l'be :nature of the risk 
perceived sbould be a flmction of the 
nature of the buyini;J goals involved •••• 
The other major factor, which dateJ:mines 
the amount of the indiviiSual.•s perceived 
risk, is her feeling of subjective 
certainty that the cxmsaquaoes of an act 
will be favorable. No matter bow much sbe 
has at stake, if she feels llabaolutaly 
certain'• tbat the cc:msequenges of her 
actions will be favorable, ·than fran her 
point of view, the 21111C1Ullt of risk is nil or 
almost nil. conversely, when the 21111C1Ullt at 
stake is held OODStant, the lass certain 
the indiviiSual. is that the oonsaquences of 
her actions will be f~aVCrable, and the 
qreatar the 21111C1Ullt of risk (p. 38). 

Webster and Wind (1972a) extended Bauer• s 
(1960) mcdel. into organizatio:nal purchasing and 
defined perceived risk as: 

a function of the blyar' s uncertainty about 
the likelihood of oocurrenca of an evant 
(which can be stated as a pl:Qbabili ty 



):)e~ one and zero that the avant will 
occur) and the ocmsequences associated with 
that avant if it should occur (p. 17) • 

As in the ·:sauer ccmceptual.izaticm, perceived 
risk was oonsidared to have an UDCertainty and 
a consequence dimension. 

The UDCertainty CCIIIIIOD8Dt is made up of: 

1. uncertainty about the :reactions of 
otbers to his decisions, and 

2. uncertainty due to lack of infomaticm 
cxmce:miJq expectations f:raa the job 
and altemative courses of acticm 
(Rabinscm, Faris, and Wind, 1967). 

The consequence CCIIIIIOD8Dt is also a &rt:erminant 
of the 811101.11lt of risk perceived. lldverse 
ccmsequeD08S DillY arise f:raa: 

1. A product or vendor's failure to 
perfODl satisfactorily, and 

2. The :reaction of others to his 
decisions (psycbosocial cxmsequeDCeS) 
(Webster and Wind, 1972a) • 

Perceived risk bas J:eOeived a significant 
811101.11lt of attenticm in purchasiJig over the last 
three decades. Al~ the ooncept bad its 
start in the ClOJlSID8r behavior context, it bas 
l:leen suocessfully extended over the years into 
organizaticmal purchasing. llbat is clear is 
that perceived risk is capable of influaJCing 
the decisicm-maJd.Jig PJ:OC8SS and oonseql&ltly 
l:lebaVior em the put of those JIIBkiJq pu1'Cbases 
(e.g. Peter and Tarpay, 19757 aJOffray and 
Johnston, 19797 JfaWaS and Bambcuse, 1987). 
Witicmally, the gaaara1 cxmsaDSUS is that 
perceived risk is a ~ CXIIprised of 
l:loth UDCertainty and CODSeqiBXl8 dbaJsions. 

Risk Reduction 

If high levels of perceived risk ue vi811'8d as 
an \llldesirable state, than it is likely that 
saae effort will :be made to raduae risk to an 
acoeptable laval. cax (1967) contended that if 
the 811101.11lt of perceived risk is a flmcticm of 
the 811101.11lt at stake and the iDdividual•s 
feeling of certainty that loss will occur, than 
perceived risk reaucticm WI:IUld involve: 

1. Reducinq the 811101.11lt at stake, aDd/or 
2. Increasing the feeling of certainty 
that loss WI:IUld not occur (i.e. l:lecaae 
more certain that the consequeDC8S of 
actions WI:IUld :be favorable) • 

In the organizaticmal purchllsi.ng context, 
Webster and Wind (1972a) have identified four 
major classes of risk reduction strategies. 
These are: 

1. Info:t:mation acquisition and processing 
2. Goal reduction 
3. Loyalty, and 
4. IDvestment reduction. 

Info:t:mation acquisition and processing is the 
most frequently used risk reduction strategy. 
As info:t:maticm is collected, the perceived risk 
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is reduced as the ranqe of possible outoaDes is 
reduced. Goal reduction involves a lowerillg of 
standarCis for a particular situation. A buyer 
reduces risk by DOt taJti.nq cJvmoes and 
consequently DillY enter into acceptable, :but DOt 
optimal, purchase agreaaents. 

IDya1 ty is a risk reduci nq strategy that 
maintains goals at acceptable levels. IDyalty 
DillY extend to particular l:lrallds, products, or 
vent1ors. Investment reduction refers gaaarally 
to the minimization of investment em the put 
of a buyer. This DillY occur tmougb: 

1. A reduction in the time and effort 
involved in the search 

2. A reduction in the finlmcial 
investment, and 

3. A reduction in perscma1 OCIIIIIi tment to 
the J:::luyi.nq situation. 

sweeney, Mathews, and Wilson (1973) have also 
examined the ncUmensicmalityo• of risk reduction 
strategies. In their work, they factor analyzed 
a set of 10 strategies and elicited the 
structure found in Table 1. 

2 

3 

'l'ABU!l 1 
SWEI:NBlt', MM'HBIIB, AND 11ILSC1118 (1973) 

RISK ~ J'AC'10RS 

IXIDlWll' S'l'.RJ\TBGY 
2. Arrange for a visit to 
the supplier plant. 

3. Investigate poasibl.e 
I8BDS of axpediting the 
supplier's delivery 
ClCIIIDi:t:MDt. 

4. seek top~ 
OCIIIIIitment f:raa the 
supplier. 

6. OCIDsult with CMl top 
~:before 
decision. 

8. OCIDsult with CMl 
manufacturinq people 
about rescbeduling 
production. 

1. OOnsult w.l.th tluyers in 
other fiDB about their 
axperience with the 
supplier. 

5. 8eUch for additicmal 
published infomaticm. 

7. Negotiate a peaal.ty 
clause· in the supplier 
contract. 

4 EXternal 9. Negotiate w.l.th supplier 
OonseqUenoe for a :better price. 
Reduction 10. Split the order~ 

S~.Wliers at saae 
acceptable level. 
·---·-----·----

External UDCerta:inty reduction strategies 
require the industrial l:luyer to go outside of 
his or her own organization in order to reduce 
the uncertainty in the l:JUyinq situation. 
Internal consequence reduction strategies 



require the industrial buyer to stay within 
their fi:rm in their attE!q?ts to reduce the 
seriousness of negative consequences. Internal 
uncertainty reduction strategies are attalpts 
to reduce 1mCert:ainty and are those that can be 
initiated within the buyer's organization or 
buying oamamity. EXternal oonsequence 
reduction strategies generally involve scme 
type of negotiation outside of the buyer• s 
organization and would reduce the seriousness 
of negative consequences. 

The research qroups of Webster and Wind (1972a) 
and sweeney, Mathews, and Wilson (1973) have 
:both captured the scope of risk reduction 
strategies, but f:ran different perspectives. As 
would be expected, these two taxcnanies can be 
related to each other. For instance, Webster 
and Wind's 11info:mation acquisition and 
processing'• strategies are typical of what 
sweeney, Mathews, and Wilson would call 
''Uncertainty reduction" (:both internal and 
external) strategies. Likewise, sweeney, 
Mathews, and Wilson 1 s oonsequence reduction 
(:both internal and external) strategies reflect 
Webster and Wind • s "investment reduction" 
strategies. 

Met:hi:M:klloqy 

The questionnaire ~loyed in this study 
presented a purchasing scenario to the 
respondent and then asked the extent to which 
they would make use of 10 risk reducing 
strategies. These ten strategies were the same 
as used in the previously cited sweeney, 
Mathews, and Wilson (1973) study. •'EXtent of 
use'' was measured on a six point scale with the 
terms ''to a qreat extent" and ''to no extent" 
anchoring the endpoints. Respondents were also 
asked to provide info:tmation oonceminq their: 
1) length of aJ~>layment as a purchasing 
professional, 2) gender, 3) age, 4) education 
level, and 5) whether or not they were a 
certified purchasing manager (CPM) • 

The research made use of case scenarios. 
Generally, this method has been well accepted 
in organizational buyer behavior research and, 
as evidenced by the number of studies using 
this awroach (e.g. Krapfel, 1985; crow, 
Olshavsky, and Slmlaers, 1980; PUto, Patton, and 
Kinq, 1985) , is quite popular. 

In an attalpt to increase the generalizability 
of the study, not all respondents were exposed 
to the same scenario. six different scenarios 
were Ell'ployed with an equal number of 
respondents being exposed to each. The 
scenarios differed with regard to the buying 
situation (cardozo, 1980) (product being 
considered was either a 11custan'1 or "standard" 
product), and the relationship with the vendor 
beinq considered (Ford, 1980) (either 
nonexistent, developing, or well established). 
A manipulation check conducted with 186 members 
of the TWin City PUrchasing Manaqement 
Association insured that the scenarios were 
capable of creating the proper "setting'• for 
each respondent. 
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Given the nature and quantity of info:tmation 
required in this study, a decision was made to 
Ellploy a mail survey. The initial mailing 
included a copy of the research instriDent, a 
personalized cover letter, and a coded, 
pre-addressed, pre-paid return envelope. A 
follow-up postcard was sent to all potential 
respondents five &ys after the initial 
mailing. 

The &aq,)le was provided by the National 
Association of PUrchasing Management (NI\Hl) • 
Fran the 2, 352 NMlM members who had listed SIC 
major qroup 36 as their fi:rm•s major activity, 
1176 were systematically selected for the 
saD~~le. Major qroup 36 includes those firms 
involved primarily with electronic and other 
electrical equipoent and oc:qxments and falls 
1mder the SIC manufacturinq division (division 
d). 474 of the questionnaires were returned and 
usable yielding a response rate of 41%. 

Results and Discussion 

As an initial step in the analysis, five onaway 
MANJVA' s were conducted. In each case, the 
extent of use scores for the ten risk reduction 
strategies were used as the dependent variable 
set. As independent variables, the respondents: 
1) length of time as a purchasing professional 
(J:Iuytime), 2) gender (sex), 3) age (age), 4) 
education level (educate), and 5) CPM 
certification status (CPM) were used 
sequentially. 

For the pmpose of the analysis, the three 
continuous independent variables were 
dichotaDized. This involved recoding the length 
of time a~~>loyed as a purchasing professional ( 
~ 10 years = new; > 10 years = old), age ( ~ 30 
years = young; > 30 years = old) , and education 
level C < college deqree = low; ~ colleqe 
degree = high) • These results are found in 
Table 2. 

'mBLE 2 
MANJVA Is OF RISK RE0UCTI(2.1 STRATEGIES 

1\CRJSS IJEH)GRApJIICS 

~ ll!!rr1!ll l!lll! """ = CPM 
!" ~ l ~ l l'::l1R1!! l l::l'B2!! l F-PKlB 

All Strat.qies 2.33 .011 5.74 .ooo 1.95 .037 4.07 .ooo 2.63 .00-4 

As can be seen, significant differences were 
found in each case. Each of the independent 
variables was found to iDplct the extent to 
which the set of ten risk reduction strategies 
would be Ellployed. 

Given these findings, it was aw:ropriate to 
conduct a series of ANJVA • s to dete:rm:ine 
exactly ''Where'' the differences occurred within 
the vector of extent of use scores. Tabl e 3 
presents the results of this endeavor. 



'I2WLE 3 
A!DVA' S OF RISK REDUCTION S'l'RM'EGIES 

1ICR:)SS D!XlGRM'HICS 

aoma: 
!!!ln'1!!!! .m -EilUCM'E ""' S'l'Rl\'l'roY NEW OID lQIB PmG.IE l'CJOH3 OID JJ;!!I! RICE YES m 

consult tile blyers 2.90 2.86 2.93  2.77  2.97  2.87 2.61*3.00 2.92 2.87 
in other fims 
Arrange a visit to 1.36*1.19 1.26 1.38 1.55*1.26 1.26 1.31 1.22  1.33 
SI.JR)lier•s plant 
Seektop-t 1.49 1.46 1.47 1.50 1.66 1.45 1.36 1.53 1.42 1.51 
carmi tment frclll 
supplier 
search for addl- 2.19 2.23 2.22 2.16 2.22 2.20 2.14 2.24 2.1-4 2.2 .. 
tional published 
information 
Negotiate a penalty 2.09 2.24 2.31*1.75 2.02 2.17 1.85*2.28 2.44*2.03 
clause 
Negotiate for a 2.19 2.39 2.41*1.92 2.03 2.31 2.01*2.38 2.53*2.16 
better price 
Insure that your 2.04 2.24 2.27*1. 73 2.14 2.11 1. 78*2.26 2.18 2.09 
manaq&DSD.t is in 
favor of supplier 
Consult with your 2.92 2.86 3.04*2.53 2.92  2.89 2.54*3.04 2.95 2.87 
own manufacturing 
people 
Investigate means of 2. 04 2.19 2.20*1.87 2.16 2.10 1.91*2.19 2.27*2.04 
oxpedi ling suwliar 
delivery cxanitmant 
Split the order 2.95 2.83 2.92 2.87 l.U 2.87  2.99  2.87  2.98  2.87 
between suwliare 

• Indicates differences at the .os level 

The length of time eaployed as a purchasing 
professional (J:Iuytime) , and the age of the 
:buyer (age) appeareCl to have minimal effect on 
the use of risk reduction strateqies. The three 
i.ndi vidual characteristics that appeareCl to 
have the most iDplct on the use of risk 
reduction strateqies were CPM certification 
(CPM), gender (sex), and respondent Glc&tion 
level (Glc&te). significant differanoes were 
found for three, five, and six of the 
individual strateqies respectively. 

In an a.tteapt to draw saDe qeneral.izations, the 
risk reduction strateqies were next grouped as 
per the previously discussed sweeney, Mathews, 
and Wilson (1973), and webster and Wind (1972a) 
risk reduction strategy typologies. Table 4 
presents the fcnmer. 

'I2WLE .. 
A!DVA 1 S OF RISK REDUCTION STRATEGIES 
1ICROSS DDI:)GRMlHICS (GROUPED AS PER 

SWEENEY, MM'HEWB, AND WILEIC2J, 1973) 

~ 

!!!lrmlll m - """"""" ""' NEWQ1.!1 !!!1!11lll!ml.t!i~QI.!1 IJJIIIHIGH D!!H:I 

IN1'ERIIl\L ll!!:ZR!7!I!ft' 
consult the 1:Juyars 2.61<3.00 
in other fi..ma 
Search for addi
tional publislled 
info:t'JD&tion 
Negotiate a pallBJ.ty 2.31>1.75 1.85<2.28 2.44>2.03 
clause 
EJlTERNIU, ll!!:ZR!7!I!ft' 
~e a visit to 1.36>1.19 1.55>1.26 
supplier's plant 
Seek top-t 
OCIII!I.i.tment fraa. 
supplier 
Investigate JDaBDS of 2.20>1.87 1.91<2.19 2.27>2.04 
oxpedi ling suwUar 
delivery CXI!Illitmant 
IN1'ERIIl\L t!!!!!ID!1!!!Q' 
Insure that your 2.27>1.73 1.78<2.26 
manaq&DI!Ilt is in 
favor of ~ier 
Consult with your 3.04>2.53 2.54<3.04 
own manufacturinq 
people 
EJlTERNIU, t!!!!!ID!1!!!Q' 
Negotiate for a 2 .. 41>1.92 2.01<2.38 2.53>2.16 
better price 
Split the order 
between suppliers 

Note: For ease of inteJ:pretation, only the differences significant at the 
. os level are presented. 

36 

Three major conclusions can be drawn fran this 
table. First, females have a greater propensity 
to arploy internal consequence reducing 
strateqies than do llllll.es. Similarly, those with 
less education are more likely to eaploy 
internal consequence reducing strateqies than 
those with more Glc&tion. Finally, it appears 
as if those with less education have a greater 
tendency to eaploy internal (:both consequence 
and uncertainty) risk reducing strateqies than 
do those with more Glc&tion. 

Buyers stay within their own fims to reduce 
the seriousness of negative consequences when 
they euploy internal consequence reducing 
strategies (SWeeney, Mathews, and Wilson, 
1973). Female :buyers, and those :buyers with 
less education, show a greater propensity, 
relative to lllllles and those with more education 
respectively, to do just that. 

At least two possible postulations can be 
developed fran this findinc]. First, it may 
suggest that these two groups are quite 
concerned with reaching an "internal consensus" 
within the organization prior to the purchase. 
In this sense, it reflects a philosophy for the 
conduct of I:Jusiness. 

On the other hand, it may i.Dply that these two 
groups are less confident in their abilities to 
make the right decision and are attalpting to 
"spread the risk'•. That is, if things qo wronq, 
others within the organization would be partly 
to blame. 

As a final step, the ten strateqies were 
grouped as per the webster and Wind (1972a) 
typology. The strateqies represented :both 
infonnation acquisition and investmant 
reduction activities. Table 5 presents the 
results. 

Tl\BIJ: 5 
A!DVA1S OF RISK REOOCTICII S'l'RM'EGIES 
1ICROSS IDIJGIUUlHICS (GKJOPED AS PER 

WEBSTER AND WIND, 1972a.) 

INroJIOO'iCif NP"Amt"W 
Consult the l::uy8rs 2. 61<3 .oo 
in other fims 
~ a. visit to 1.315>1.19 1.55>1.215 
supplier• a plaDt 
Beaktop-t 
OCIIIIli.t:mant traa 
SI.JR)lier 
-fen: adcli
tional publ.islled 
infozmation 
1:NYES'lMEN'l' RE[U!l'Jc»l 
Negotiate a penalty 2.31>1.75 1.85<2.28 2.44>2.03 
clause 
Negotiate for a 2.41>1.92 2.01<2.38 2.53>2.16 
bettar price 
Insure that }'OUr 2.27>1.73 1.78<2.26 
management is in 
favor of Sl4lPlier 
consult with your 3.04>2.53 2.54<3.04 
own manufacturing 
people 
Investigate means of 2.20>1.87 1.91<2.19 2.27>2.04 
expediting suwliar 
delivery ocad:tmant 
Split the order 
between suwliars 

Note: For ease of intezpretatian, only tbe differences significant at the 
. os le<.rel are presented. 

In this case, the generalizations becane much 



easier. Females clearly bad a greater 
p1'0P811Sity to a~~~loy investment reduction 
strategies tban aid males. There was also a 
definite tendency for those with less education 
to auploy investment reduction strategies to a 
greater extent tban those with more. Tbe 
evidence also suggested tbat :non-cPM's a~~~loy 
investment reduction strategies to a greater 
extent tban c1o Cl'M•s. Finally, virtually no 
differences were fOUDd in tbe use of 
infonnation acquisition strategies. 

BUyers reduce either tbe IIIIIIOUllt of tiM and 
effort involved in the search, tbe financial 
investment involved, or their own perscma1 
CXIIIIIIitment to tbe l::1uying situation wlal tbey 
IIJI)loy investment reduction strategies (Webster 
and Wind, 1972a) • Female buyers, those buyers 
with less education, and :non-cPM buyers all bad 
a p:t'q)8Dsity to a~~~loy these strategies to a 
greater extent tban aid males, buyers with more 
education, and Cl'M's respectively. 

A DUIIIber of the invest:mant reduction strategies 
IIJI)loyed in this study are :rammnts of the 
older 11adversuy'1 scbool of ozganizaticmal 
l::1uying (e.q. negotiate a penalty clause: 
negotiate for a better price; investiqate ways 
to expedite the Ol:der) • Mo%e recent thinlciJxi in 
J::lllyinq reflects less ccmtmntation and more 
cooperation. Tbe results suggest tbat faual.es, 
those less educated, and :non-cPM1 s may be 
influenced to a greater cSeqree by this 
adversary line of thought. 

OoDclusiODS 

An understand:iJiq of tbe risk reduction behavior 
of organizaticmal buyers is valuable Jmawledqe 
to those involved in industrial sales. Tbis 
study bas shown tbat individual cbarlleteristics 
of buyers can, to saaa cSeqree, be used to 
predict these behaviors. As the cbaracteristics 
exmninec! in this study can be easily detenninec! 
by salespeople, the findinq of this study 
should pmve useful to tbaD.. 

Sellers wbo pay attention to individual 
cbaracteristics will have an a priori Jmawledg'e 
of likely buyer responses. Tbis Jmawledqe 
should allow salesperscms the cpportuni ty to 
tailor their sales presentatiODS and follow-ups 
to the situation at baD~!. 
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