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Abstract 

Perceived risk is typically examined as a global 
contruct, or one whose major dimensions can be ad
ditively or multiplicatively combined to provide 
an aggregate measure. This paper stresses that 
risk should be defined in terms of the specific 
problem areas found in a given buying decision. 
It is examined as the likelihood of loss and magni
tude of loss r esulting f r om s ix i ndividual problem 
areas. Influence in purchase dec ision-making is 
viewed as situational, arising from the relative 
abilities of different individuals to handle the 
critical uncertainties contained in a vendor or 
product decision. Results of an exploratory study 
in which risk is operationalized and related to 
influence a re described . 

Pur chas ing is a complex process i nvolving a number 
of role players in the organization, and evolving 
over a period of time. As a result, purchasing 
processes might be viewed as influence processes. 
Influence may rest in such diverse areas of the 
organization as the legal department or the engi
neering department. Given this, questions, have 
been r a ise d as to the role of the purchasing de
pa rtment in purchase decision-making, and how that 
role can be enhanced (Strauss , 1964). This depart
ment may exert fa irly autonomou s influenc e when 
purchasing low cost, less critical items, which 
are more routine and repetitive in nature. The 
challenge is to explain what happens in situations 
which are less routine, more critical, and where 
the firm ha s little past experience . One approach 
is t o view buying as an a c t i vity fraught with 
ris ks and uncerta in ties , and purchase decision pro
cesses a s risk-reducing behavior (Spekma n and 
Stern, 1979 ; 1979; Upah, 1980). With this per
spective, the person or department best able to 
cope with the relevant risks should have greater 
influence in dec iding what i s bought, in what 
quantity, from whom, a nd based on what crite ria . 
The purpose of this r esearch are: (1) t o invest i 
gate t he cons truct of perceived risk in its var
ious forms as found in organizational buying; a nd 
(2) t o emp irically examine the rela tionship be
tween the individual' s ability t o cope with types 
of risk and that person's influence in purchasing 
processes . 

Background 

Early work on the risk component in indust ria l pur
chas ing c ame wi th the efforts of Levitt (1 965). 
He appl ies a perceived risk model , wher e t he buyer 
adopt s var ious s trategies ( s uch as i n forma tion 
ga thering , source l oyalty , reciproc ity a rrange
ments, and decision avoidance) so as t o l essen t he 
amount of ri s k in the buying situation to some 
acceptance l e vel. Risk i s r e l ated to produc t a nd 
vendor perf orma nce uncerta in t i es and ps ychological 
uncertainty ( how others will r eac t to a given de
c ision). Moreover, r isk is assumed t o have t wo 
major dimens ions , uncertain ty and likel ihood of 
l oss. Thus , ri sk is def i ned i n t er ms of the buy-
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er's expectation of negative ut i lity or l oss 
(Peter and Ryan, 1976). 

Given these t wo dimensions, Sweeney, Mathews and 
Wilson (1973 , p. 218) explain the industrial buyer 
can lessen risk by "striving t o reduce the unc er
t ainty surrounding the situation or by minimizing 
the possibility of ser ious negat ive consequences . " 
They relate t wo pe rsonality trait s , congnitive 
style and cognitive clarity , to risk-reducing 
strategies adopted by individuals involved in buy
ing decisions . A relationship i s found between 
these personal ity traits and specific risk-reducing 
strategies aimed at reducing uncer tainty as well as 
stra tegies aimed at reducing negative consequences . 

In another attempt to r e l ate ris k to purc hasing 
s tra tegies, Cardozo a nd Cagley (1971) found that 
more bids are solicited in high-risk situations 
than those with low risks. Vendors who emphasize 
their abilit y to meet product specifications are 
more likely to be selected as risk increas es . Ad
vertisements which stress l ow price t end to be 
effective primarily in l ow- r isk circumstances , un
less the ma j or ris k is in paying a premium price . 
Import an tly , a numbe r of types of risks are r ec
ogni zed in this s tudy , includi ng ris k centered 
around late delivery or unmet product specificat ions. 

Much of the research on organizational buy i ng be 
havior has f ocused on ident ifying principa l sour
ces of influence ( e . g . Silk and Ka lwani, 1982) . 
Separatel y, Sa l ancik, Pf e f fe r and Kelly (19 78) 
have attempted to empirically verify the hypothe
sis that power and influence der ive from the capa
ci ty t o cope with organizational uncer tainty . 
They indicate that influence has three sources: 
(1) knowledge a nd expertise, (2) control of infor
ma t i on flows, and ( 3) pos i t ion in the f or mal or
ganizationa l hierarchy . Uncertain t y , alter nat ive
l y , varies over the differen t types o f dec i s i ons 
being made and i s r educed bi a communi cation . Thus , 
t hey assume that tho s e individual s most involved 
in commun icat i ng with others in t he organization 
about the a rea of greatest uncertainty will have 
the greatest inf luence. They found tha t i nf luence 
i s a function of the type o f uncerta inty faced by 
organizat ions, and by the exten t to which a given 
individual possesses the necessar y character i s tics 
t o r educe that type of unc ertainty . Stabil i t y in 
powe r a nd inf luence relationships may a rise f r om 
"the s ubuni t s ' manipula tion of resourc es or i n
formation to ma intain the importance of t he con
t ingencies with which they cope " (Salancik , 
Pfeffer a nd Kelly , 1978, p. 252) . 

An applica t ion of s uch a perspec tive to purchasi ng 
can be found in Spekman and Stern (1 979) . I nd i 
vidua l s we re asked to evaluate t he extent of diff 
erent types of risk r e l at ive to the ir r ole in the 
buying center . Uncer t a inty i s l ooked at in terms 
of s uch variables as t he degr ee of social, eco
nomic, po l itical , and technica l change outs ide 
the firm, conf idence that a given decis ion was 



correct, and doubt about hmv to obtain information. 
A significant relationship is found between aggre
gated scores for influence and the amount of en
vironmental uncertainty. 

A review of these efforts illustrates the need for 
more explicit findings on the interaction between 
perceived risk and influence. Specifically, the 
construct of perceived risk is too vague, and 
must be further broken down definitionally as it 
applies to buying behavior. Too much emphasis is 
placed on measuring the aggregate or overall level 
of risk present. Purchase situations vary, how
ever, in terms of the types of problems they pose 
for the buying organization. For example, such 
situations can be characterized as involving tech
nical problems, political problems, human rela
tions problems, learning problems, financing pro
blems, legal problems, and so forth. As the se
verity or complexity of a given problem increases, 
the uncertainty or risk involved increases. Once 
identified, the individual components of risk 
must then be related to an individual's ability 
to influence the purchasing process. 

One type of breakdown is provided by Gronhaug and 
Bonoma (1979): unawareness of alternative suppli
ers, ignorance of different ways of using the 
technology, and habit or comfortability with rit
uals. It would seem more appropriate to classify 
these as reasons for uncertainty. Upah (1980) 
has gone further, though, in elucidating eight 
components of the construct, each of which is 
applied to both the uncertainty and magnitude of 
loss dimensions. Consequently, riks consists of 
the likelihood of loss and magnitude of loss due 
to: the supplier's reliability, the product, the 
need for the product, the ability to purchase the 
product, the demand for the product in customer 
markets, the financial aspects of the purchase, 
any legal or regulatory issues surrounding the 
purchase, and social/ecological factors related 
to the purchase. An adaptation of Upah's risk 
taxonomy if is found in Table I. 

TABLE I 
A CLASSIFICATION SCHEME FOR PURCHASING-RELATED 

CATEGORIES OF RISK 

SUPPLIER RELATED 

PRODUCT RELATED 

CUSTOMER RELATED 

PRI CE RELATED 

FINANCIALLY RELATED 

LEGALLY RELATED 

REGULATORY RELATED 
(ENVIRONMENTAL) 

LIKELIHOOD 
OF: 

MAGNITUDE OF 
LOSS FROH: 

1. PROBLEMS DUE TO SUPPLIER FAILING TO MEET 
PRODUCT SPECS, DF.LIVF.RY OR SERVICE 
REQUTREHF.NTS, ETC. 

2. PROBLEMS DUE TO FAILURE OF PURCHASED ITEM 
TO MEET NEEDS, TO BE COHPATIBI.E WITH OTiiER 
COMPONENTS OR EQUIPMENT • OR TO REQUIRE 
UNEXPECTED CAPITAL OUTLAYS. 

3. PROBLEMS DUE TO ADVERSE REACTION FROH 
r:USTOHERS OF PURCHASING ORGANIZATION TO 
US F. OF JTF.H TN PRODUCTION. 

4 . PROBLEMS DUE TO PAYING TOO HIGH A PRICE 
GIVEN VALUE OF PRODUCT TO COMPANY, THE 
PRICE OF COHPETITOR'S PRODUCTS OR SUB
STITUTES, OR COST OF MAKING OR LEASING 
ITEH INSTEAD OF BUYING IT. 

5. PROBLEMS IN ARRANGING FINANCING OR 1 N 
LEASING ARRANGEMENTS FOR niE PURCHASE. 

h. PROBLEMS DUE TO LEGAL ASPECTS OF TilE 
PURCHASE AGREF.HENT/CONTRACT. 

7. PROBLEMS DUE TO GOVERNMENT REGULATION 
REGARDING US E OF THE ITEM, SUCH AS WITH 
EMPLOYEE SAFETY, ANTITRUST. OR ENVIRON
HF.NTAL DAMAGE. 
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Source: Adapted form Upah, G. D., "Ap'!)lyinq the Conc ept of 
Perceived Risk to euyinq Influence in Industrial 
firms," Advances in Consumer Research, vol, 7, Jerry 
C. Olson (ed. J Mn Arbor : Association for Consl!ll'ler 
Research), 1980, p. 382. 

In conducting research on the buying center, John
ston and Bonoma (1981, p. 19) have concluded that 
"finding the key buying influence in a purchase de
cision may be a highly complex, if not possible, 
process. It may be much more important to examine 
who influences which tasks and act accordingly." 
The position taken in this research is that in
fluence arises from a person's ability to cope with 
(lessen) the types of risks involved in those tasks. 
Support for such a position can be found in the 
organizational theory literature (e.g. Lawrence 
and Lorsch, 1967; Thompson, 1967; Perrow, 1970; 
Hickson, et al., 1971; Salencik, Pfeffer and Kelly, 
1978). 

Upah (1980) suggests that when the risk of each of 
the various problem areas is very low, those in 
purchasing should be the primary source of influ
ence. Alternatively, upper level management will 
play the major role where the risk of each type of 
problem is very high. If this is the case, the 
question becomes what happens between these two 
extremes. From the perspective of one's ability 
to deal with critical uncertainties, we might ex
pect production or engineering personnel to be 
more influential when the buying decision is char
acterized by problems concerning technical aspects 
of the product. The same may be the case when the 
principal area of concern involves the compatibil
ity of the product with existing equipment. If it 
is the possibility of adverse reaction by one's 
own customers to the use of some purchased compo
nent that most characterizes the buying decision, 
the sales/marketing department may be a key source 
of influence. Where there are legal or regulatory 
problems, the legal staff should play a larger 
role. Influence may rest with finance/accounting 
personnel in purchases involving problems with 
payment arrangements, make-or-buy decisions, lea
sing questions, or additional capital needs. Pur
chase situations involving risk due to problems 
related to employee safety or environmental damage 
should find greater involvement and influence on 
the part of senior management. The ability of 
purchasing managers to address problems in deliv
ery or supplier reliability may enhance their in
fluence when the firm is threatened with potential 
loss due to such problems. Alternatively, to the 
extent that members of the purchasing department 
have greater access to vital (potentially risk
reducing) information regarding a wide variety of 
problems, they may be able to enhance their in
fluence as riskiness due to a number of problem 
areas increases. 

In an attempt to operationalize the risk construct 
as it is presented in Table I, an exploratory sur
vey was developed. This project had the further 
aim of investigating the nature of buying influence 
patterns in the presence of differing types and 
amounts of risk. 

Method 

A self-administered questionnaire was sent to 250 
industrial companies represented in the Purchasing 
Management Association of the Carolinas-Virginia. 



In an attempt to address the pur chasing agent bia s 
found in many organizational buy ing studies, t wo 
copies of the questinnaire were sent to the pur 
chasing manager at each firm . Each was asked t o 
pass one copy along to a person outside of pur
c hasing whom they bel i eved wer e i nfluential in pur
chas ing decis ions. They were given separate instru
c tions and self- addressed stamped return envelopes. 
A total of 195 people responded f rom 129 firms 
(see Table II), of which approximately one-hdf 
were in purchas ing. The remainder covered a wide 
range of departments (see Table III). Respons e 
rate was increased with a ca ll-back and second 
ma iling t o non-re spondent s . 

A ma j or problem in r esearch on o r ganizational buy
ing behavior invo l ves a tt emp t i ng to take measure
ments across companies or industries, and drawing 
subsequent gene r a lizations. Among other things, 
companies vary widely in the t ypes of products they 
purchase , especially with regard to technical spec
ifications . I n order to mea s ure the relation ship 
be tween ris k and inf l uenc e in s uch a wide va r ie t y 
of indus t rial companies, i t was necessa r y to estab
l i s h some common product refer ence point for r e
spondents. It did not appear feasible t o ident i fy 
a common produc t that all res pondent firms ha d re
cently purchas ed and which involved more than a 
modicum of risk. Some effort wa s made to do s o i n 
an initial explor a tory survey . Thus , r esponden ts 
wer e asked t o specify a ma j or component par t or 
other key item purchased by their firm which is 
used i n produc ing one of t he ir f i nal pr oducts 
( see Ta ble I I ) . Although some noise may be in t ro
duced as a result of differ ences among products, 
most of those spec ified f all into a common cate
gory which might be labeled " en t ering goods. " 
These are goods tha t become pa r t of the finis hed 
produc t , the cost s of which are t rea t ed as expense 
items assigned to t he manufacturing pr ocess (Hutt 
and Speh , 1981). 

Once responden ts had specified a product , they 
were asked to es t imate bo th the l i kel ihood of l oss 
and the magnitude of loss that would r esult i f 
problems occurred in each o f the ar eas liste d in 
Table I when purchas ing that par ticular pr oduct 
(note : financia l l y- rela t ed probl ems were no t i n 
cluded because of in ter pr etational di f fi cult i e s 
expr essed by respondent s in a pre- test) . These 
wer e measured on seven-poin t scales , t he anchor s 
of which were "very likely to encounter problems" 
versus " very unl ikely t o encount er pr obl ems" and 
"losses would be ver y s ubs t antial" ver s us " losses 
woul d be ins ignifican t . " The result i s twelve 
c l ose- ended items measuring perceived risk in 
terms of some major component part or commodity . 
Als o included were two questions concerning t he 
overal l likel i hood and severity of pr obl ems i n 
pur chasing t he i tem, using a seven- point scal e . 

I nfluence was measured in a number of ways . An 
open-ende d question asked respondents to name t he 
three positions in the company mos t involved in 
purchasing dec isions for t he product t hey had 
specif i ed. Alternatively, t hey were asked to es
timate the influence of engineering, purchasing , 
production, s ales /marketing , t op managment , the 
lega l d epar t ment, a nd " other" in supplier sel ec
tion for the product. A seven-po i nt scale anchor
ed by "very important" a nd "very unimportant" was 
i nc luded fo r ea ch departmen t l is t ed . They wer e 
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also a s ked t o estimate the i n fluence of each of 
these depar t ments in de termi n i ng the criteria u s e d 
in deciding among produc t or vendor alt e rna t ives 
(also us i ng the seven-po int scale). This was done 
due to t he possibility tha t a given depar tmen t may 
be influential in setting criteria, but r e l a tive ly 
uninvol ved i n a ctua l vendor sel ec tion. The par t i c 
ular depar t ment s s pecifie d wer e c hosen a s a r esul t 
of the pre-test as we ll as f indings in t he li t e ra
ture concerni ng influe nce in organizationa l buying 
(e.g., Wei gand, 1968; Brand , 1972 ; McMillan , 1973 ; 
Patchen, 1974 ; Spekman a nd Stern, 1979) . 

In a s epar at e set of ques tions , res pond en t s r ank
order ed t he depa r t ment s listed above from 1 t o 6 
in terms of t heir r espec t ive abi l i t ies t o deal wit h 
each of t he probl em areas (see Tabl e I ) . In addi
tion, they responded t o an open-ended quest ion 
asking f or t he two ma jor fac t ors that deter mi ne 
which indi v i dual(s) i s most inf luential in a pur
chase decision. Finally , company size and the j ob 
title o f t he r esponden t were req ues ted. 

Results 

A wide variety o f compa nies were included i n the 
sampl e , all of which wer e involved in manufa c t uring 
and/or d i str i bution (see Table II). Similarly , 
diff e r en t respond ents based their answer s on a 
rang e of p r oduc t t y pes . The r espondents represen t
ed a number of departments, half of whi c h were out 
side o f ( but selec t ed by) purchasing . Tab l e III 
illustrates t he range o f departments inc l uded . 

TABLE II 
EXAMPLES OF PRODUCTI S SPECIFI ED AND THE 

COMPANY TYPES INCLUDED I N STUDY 

Product 

Po l ypropy l ene 
Buty l Alcoho l 
Adhe sive Transfer Tape 
Coke 
Titani um Di ox i de 
Leather 
Caus t ic Soda 
Rubber 
Silver Contac t Tips 
liachi.ned Pa rts 
Pr i nting Equi pment 
Car bon Bl ock 
Wood Pul p 
Yarn 
St eel Wire 
Pape r 
Decals 
Carpeting 
F.l ec tric.Ctl Mo t o r:.<; 
Sand 
Transformers 
Alloys 
Zinc Chl oride 
Ind igo Dye 

Type of Manufac turer 

Fiber 
Chemi ca l 
Paper 
Foundry 
Pain t 
Shoe 
Chemi ca 1 
Sea l 
Electrica l Equipmen t 
Mo tor 
Comput(•r ::; 
Tin• 
Chfo'mica l s 
Carpe t 
Sc r ew 
Ro x 

C'Jok ing and Di s hware 
Mobile Home 
Jndu~ t r ia 1 Mac h i nery 
C t ·Mit' ll! 

Puw._•r c.·n._·ra tton 
St f:! e l 
Chemica l s 
Tt• xt ! \ 1 

TABLE III 
DEPARTMENTS/FUNCTIONAL AREAS OF RESPONDENTS 

Purchasing - Rel ated 
Materials Management Re l a t ed 
Ha.nu f ac turing/ Producti on 
Ma r keting Sales Related 
Genera l Management 
Engineering - Re l ated 
Ot her 

99 
15 
11 
8 
36 
19 
7 

195 

so. 7% 
7 . 6 
5. 7 
4. 2 

18 . 4 
9 . 8 
3 . 5 

100:0 



In terms of the risk measures, results can be bro
ken down into the likelihood of problems and the 
magnitude of loss from problems. In general, cus
tomer-related problems were the most likely, fol
lowed by supplier-related problems and problems 
with purchased items fulfilling company needs or 
their compatibility with existing equipment. 
Price-related problems were unlikely, while both 
legal and environmental problems were viewed as 
very unlikely. At the same time, losses would be 
significant if problems were encountered in the 
performance or compatibility of purchased items, 
as well as if customers reacted negatively. Prob
lems with supplier reliability and price wer e seen 
as leading to moderate losses . These findings are 
s ummarized in Table IV. 

TABLE IV 
LIKELIHOOD AND MAGNITUDE OF LOSS FROM VARIOUS 

PURCHASING-RELATED PROBLEMS 

% RESPONDING 

PRORLP.Itfi VF.RY PROSLf.HS VERY 

LIKELY OR UNLII<EJ.Y OM 

LOSSES VERY INSIGNIFICANT 

SUBSTANTIAL LOSSES 

PRDBLE~~_P__I RISK COHPONENT __!__ --'-- ) 4 _2_ ~ 7 

SUPPLIER- LIKELIHOOD 8. 9 10 1). 2 1"1.7 20 22.1 12.1 

Rf:T.ATF.O LOSS MAGNITUDE 22.5 26.7 I 7.A II 11 6.8 4.2 

PRODUCT- LIKELIHOOD 4 . 7 6.) ll. f:l 11 11.5 )0.9 22 

RELATED LOSS MAGNITUDE 25.7 28.3 19.4 8. 9 4 . 7 7.3 5.8 

CUSTOMER- J.IKEI.IIIOOD 
"· 5 

16 . 9 ' ·' 7.9 4.8 7.4 12 .2 
RELATED LOSS HAGNI TUDE 45 . 2 21.8 11. 7 5.9 5.3 4.8 5 .3 

PRICE- LIKELIHOOD 3.7 10.1 16.9 19. 6 10.1 22.2 17.5 
RELATF.D LOSS MAGNITUDE 14.7 20 18.4 21.1 7.9 10.5 7.4 

LEGALLY- LIKELIHOOD 1.6 5.9 4.8 8. 5 1.7 22.3 45.2 

RELATEt'J LOSS HAGNITtmE 12.3 16.6 14 .4 16 7.5 13.9 19 . 3 

REGULATORY I LIKELIHOOD 5.9 4 . 3 7 .4 9.6 21.3 43. 6 

SAFETY/ ENVI - LOSS MAGNITUDE 15.8 16.8 ll . 7 R.4 10.5 14.2 20 . 5 

RONHENTAL 

NOTE: FI GURES REPRESENT niP: PERCENTAGE OF THOSE ANSWERBlG A GlVEN 
QUESTION ntAT SELECTED EACH OF THE RESPONSE ALTERNATIVES . 

Perceptions of risk did not t end to vary muc h f r om 
department to department. There were three major 
exceptions to this general rule . Both manufactu
ring/production and sal es /ma rke ting respondents 
perceive d a grea t er like lihood of problems with 
s upplier reliability. These two departments also 
rated the likelihood of product-related problems 
a ris ing significantly higher than did other d epart
ment s . There was a wid e r ange of opinion r egard
ing the like lihood of price- related problems, with 
engineering and purchas ing pers onne l pe rce iving 
this as l ess l i kely t ha n those in other depa rtments . 

In t e rms of the mea s ures of inf l u ence , it a ppears 
that certain de partmen ts are consistently inf luen
tia l across all type s of purchas ing problems . The 
more frequently mentioned as being influent ia l 
we r e purchasing , production/manuf acturing, and en~ 
gineering pe r sonne l ( see Table V) . These we r e em
phas i zed more than the many other departments 
thought to play some role both here and in the 
open ende d quest i on asking for t he three consis
tently more inf luent ial depa rtmen t s . Purc has i ng 
r eceived t he g reatest emphas i s , perhaps due to a 
bias in that ha l f the r espondent s were in purchas-

ing. However, a check of just non-purchasing re
spondents also found purchasing emphasized. Top 
managment was not seen as play ing a larger role 
than others, which is consistent with previous 
findings (e. g., Corey, 1978). These results were 
consistent among organizations of diffe rent size 
(employment) . 

TABLE V 
OVERALL INFLUENCE OF VARIOUS DEPARTMENTS I N MAKING 

SUPPLIER SELECTION DECISIONS 

Very 
Important 

_j_ 2 

Engineerina 46.1 9.4 

Purchasina 56.9 11.0 

Sales/Market ina 21.3 16.0 

Production 35.8 18.1 

Senior Manaae.ent 30.7 20.8 

Legal 6.1 3.9 

\ Responding 

3 4 s 

7. 9 6 . 8 2.1 

10 . 8 6.2 l.S 

15.4 9.6 9.6 

14.0 11.9 7.3 

14.6 13.5 5.2 

8. 3 s.s 12.7 

6 

8. 9 

J.S 

12.8 

5.2 

6.8 

18. 2 

Very 
Unimportant 

18.8 

2 . 1 

IS . 4 

7. 8 

8.3 

45.3 

Note: Plaures rcprt·scnt the pcrnntagc of those answering n g ivt·n 
question that scl~~(· tcd coch of the responu1 altemal ivc-s 

A r elated question concern s whether people from 
dif ferent depa rtments perce i ve on e anothers influenc e 
in the same ,.,ay. Engineeri ng's influenc e was rated 
higher by t hose in manufacturing/production and in 
engineering than by all other departments. Roth the 
purchasing depa rtment and the sales/ma rke ting de
partment gave purc hasing a significantl y higher 
rating than did others . Sales/marketing r a ted it s 
own influence much higher, on average, tha n did any 
department. General management, marketing , and 
manufacturing tended to r a t e production personnel 
as more highl y influential than did others. Senior 
management was rated highly influential by all de 
partments except manufacturing/production and ~ar
keting/sales . All r espond ent s indicated t ha t the 
legal s taff was very low in influence . 

It might seem that influence would vary over 
the course of the buying process. For example , 
manufact uring might be more influential a t an early 
stage such as need recognition, engineering may 
play a bigger role in setting specifications, and 
purchasing may ma ke the actual vendor choice and 
determine the order r out i ne . Although changes in 
influence were not measured over such s t ages , ques 
tions we r e di rected a t whether t he r e was any differ
ence between the influe nce of depa rtment s in set
ting crit eria for evaluating vendors and in a c tual
ly selecting suppliers. No d i f fe r ences wer e found. 

Respondents ranked department s in terms of t heir 
abili ties t o dea l with the problem areas listed in 
Table I. Over 11, eng ineering was consis tent ly 
r a t ed e ither first or second among de partments in 
terms of i t s ability to dea l wit h a ll the probl em 
areas except legal (see Tab le VI). Purchasing was 
also consis tently r ated h ighly , except in cop i ng 
with cus tomer-related a nd env ironmentally- rela t ed 
problems . Product i on wa s somewhat effec t ive a t 
dealing with supplier and product-re lated problems . 



Sales/marketing was rated most effective among de
partments in dealing with customer satisfaction 
problems, and third in ability to cope with pric
ing problems. Top management was consistently 
rated third or fourth, except where environmental 
problems were encountered. The legal staff was 
generally last except with legal or envir . problems. 

TABLE VI 
RANKINGS OF THE ABILITY OF VARIOUS DEPART

MENTS TO COPE WITH PURCHASING RELATFD PROBLEMS 

I. SUPPLIER PROBLEMS II. PRODUCT PROBLEMS III. PRICING PROBLEMS 

I. PURCHASING I. ENCINF.f.RfNG 1. PURCHA$1NI. 

2. ENGINEERING 2 . PURCHASING 2. ENGINEERING 
3. PRODUCTION 3. PRODUCTION 3. SALES / MARKETI NC 
4. TOP MANAGEMENT 4. SALES/MARKETING 4. TOP MANAGEMENT 
5. SALES/MARKETING 5, TOP MANAGEMENT 5. PRODUCTION 
6. LEGAL 6. LEGAL 6. LEGAL 

v. CUSTOMER PROBLEMS v. LEGAL/CONTRACTUAL VI. ENVIRONMENTAL/ 
PROBLEMS SAF!n' /REGULATORY 

!. SALES/MARKETING I. LEGAL 1. ENGINEERING 
2. ENGINEERING 2. PURCHASING 2 . TOP HANAGEHENT 

3. TOP MANAGEMENT 3. TOP MANAGEMENT 3. LEGAL 
4. PURCHASING 4. ENGINEERING 4. PURCHASING 
5. PRODUCTION 5. SALES/!1ARKETING 5. PRODUCTION 
6. LEGAL 6. PRODUCTION 6, SALES/MARKETING 

A central ques tion concerned whether or not the 
influence of each department was s i gnificantly 
d ifferent a s the likelihood and potential loss 
from each problem area va ried. A numbe r of s uch 
differences were found (chi square at .OS level). 
For example, the influence of both engineering and 
purchasing varied significantly with the like li
hood of both supplier r eliability and customer
related problems. The influence of sales /market
ing varied as a function of the amount of poten
tial loss from customer-re l a t ed , r egula troy , a nd 
l egal problems . Manufacturing/production influ
ence var i ed with the amount of potential l oss due 
to poor supplier reliability, produc t-related, 
customer-related, and price-related problems. Top 
management' s r ole varied depending upon the likeli
hood and magnitude of loss from product-related, 
cus tomer-related, regulatory , and l egal problems. 

A number of influence variables did demons trate 
s i gnificant corre l ations with the risk measures . 
Using a more libe r a l i s k of err or (.10), relative
ly weak coefficien t s were found, in part as a re
flection of the exploratory nature of this study. 
Senior ma nagement appears to exert influe nce across 
a r a nge of probl em areas . Purchasing ' s i nfluence 
was s i gnificantly correlated wit h customer-r el a t ed 
problems . Manufacturing finds i ts influence posi
tive l y corre lated with the amount of potential l oss 
from product , price , or customer-rel ated problems. 
I t s hould be remembered tha t cus tome r - r e l a t ed pro
blems were r a ted high both in t e rms of like lihood 
and magnitude of los s, a nd t ha t purchasing was con
sistently a major source of influence. Nonethel ess 
purchasing pe r sonnel were not r a t ed espec i ally high 
in their ability to cope with cu s tomer problems. 
While market ing was r a ted high in abil ity to cope 
with customer problems , t heir inf luence was no t 
higher when thes e probl ems were more preval ent. 
The l egal s t aff was r ated high in abi l ity t o cope 
with l ega l a nd regulatory problems , and its influ-
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ence is highest in the face of such problems . 

While the f ocus here was on breaking out sub-compo
nents of risk , others have attempted to combine 
measures or r isk dimensions additively or multipli
catively t o achieve a global measure. For examp le, 
likelihood of loss times amount of loss may provide 
expected value of loss. Problems exist such a s 
those related to scale differences between measures 
(Schmidt 1973;Schmidt and Wilson 1975). With t hese 
in mind, six risk measures were computed by taking 
the likelihood of each problem area times the loss 
if that proble accurred. All six were regressed 
against the influence of each department. These 
composite measures significantly explained t he in
flu ence of production (R2;.2J,F;4.05) and engineer
ing (R2;.14,F;2 .18), ~swel l a the (low) influence 
of the lega l staff(R ;.28,F;4.8). It a lso appears 
that a composite of the six magnitude of loss meas
ures is a better predictor of influence than is a 
composite of the six likelihood of loss measures. 

Conclusions 

Though mixed, the res ults of t his explora t or y study 
do s uggest that influence var ies over risk categor
ies, and so risk may be a useful variable in ex
plaining and understanding purchasing. It especial
ly appears t ha t the role of the production depart
ment is consistently r elated to the presence of 
risk in purchase decisions . The t ype of risk which 
predominates may not be clear, though, in tha t a 
given purchase decision i s likely to involve mor e 
than one type o f problem. Ongoing res earch should 
be directed at combinations of risk variabl es . 

Marketers may find this discussion holds i mplications 
for the emphasis placed on various attributes in 
strategy formulation. The a ttr ibutes stressed 
through the marke ting mix should relate to the buy
ing organization' s primary sources of perceive d r isk 

Indus trial s egmentation can be des igned using the 
ris k t axonomy discussed here . The salesfor ce could 
find it us e f ul t o dete rmine the r e l a tive abilities 
of various departments to cope with key sources of 
risk, and direct their efforts t o those departments. 

The implicat ions f or buyer s a r e also ma ny . Firms 
have avoided ris k through source loyalty , long-term 
contracts , and reciprocity arrangements . A l ess 
costly approach might invo lve viewing purchase de
cision-making as risk-r educ ing behavio r. Purchas
ing professionals s hould concentra t e on ident ifyi.ng 
the relevant r i sks , and developing the expertise to 
best cope with them. Such expertise can be en
hanced through ongoing profess i onal deve lopmen t 
programs . I n this way, the inf luence of t he pur
chasing depa rtment in organizational purchase deci
s ion-making will also be enhanced. 
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