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Business Forecasting

ABSTRACT

This article explores how businesses rely on sales 
forecasting to grow the business as well as develop 
strategic plans as to what direction the organization 
should move. Even though forecasting has many ben-
efits, many believe there are factors that make the 
markets difficult to forecast. For example, forecasting 
is difficult in real markets because of the  nature of 
these markets; the dominant characteristic of real-
world markets is probably never the same twice. 
There are three broad schools of thought that have 
an influence on how forecasting is practiced. These 
three schools of thought are economic, statistical or 
operations research, and judgmental.

OVERVIEW

In order for a business to be successful, it must have 
the ability to make timely and accurate forecasts. One 
could assert that all businesses forecast in some way. 
Virtually every manufacturing or service company 
needs to generate forecasts of their short to medium 
term sales (Boulton, 2003, p. 1). However, while most 
business people recognize the need for effective fore-
casts, there is a tendency to view forecasting as either 
a black art or an impossible task (Crosby, 1997, p. 3).

This article explores how businesses rely on sales 
forecasting to grow the business as well as develop 
strategic plans as to what direction the organization 

should move. The objective of forecasting sales is to 
assist businesses (and other organizations) in plan-
ning their purchasing, personnel, production or 
service functions, and finances (Sartorius & Mohn, 
1976, p. 2). Boulton (2003) believed that organiza-
tions would have commercial advantages if they could 
forecast demand more accurately, and the forecasts 
could be used to:

 Plan purchasing, production, and inventory
 Serve as the basis for marketing or sales planning
 Assist in financial planning and reporting or bud-

geting

According to Crosby (1997), there are tangible 
and intangible benefits when a successful forecasting 
system is in place. Some of these benefits include:

Tangible Benefits
 Increased profits from operations
 Decrease in nonproductive cash consumption
 Increased factory utilization
 Decrease in excess and obsolete inventories
 Increased inventory turns
 Decrease in negative manufacturing variances
 Increased performance to customer request date 

(CRD)
 Decrease in number of stock-out situations
 Decrease in cost of purchased items
 Decreased time-to-market for new products
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Intangible Benefits
 Improved customer relations
 Reduced level of frustration (internally and 

 externally)
 Reduced meeting time
 Critical resources freed up from expediting tasks
 More frequent and more accurate views of the 

marketplace
 Increased organizational flexibility (p. 4)

Even though there are many benefits when fore-
casting, many believe there are factors that make 
the markets difficult to forecast. For example, fore-
casting is difficult in real markets because of the 
nature of these markets; the superior trait of real-
world markets is most likely never the same more 
than once. Most of the markets tend to share most 
of the characteristics listed below:

 Frequent promotional activity
 Fluctuating positioning at point of sale between 

value (i.e. low prices) and added value (i.e. 
quality)

 High level and variety of competitor activity
 Promotions are seldom at the same time each 

year
 The size of the distribution pipeline tends to 

vary
 Growing concentration in sales to biggest cus-

tomers (Boulton, 2003, p. 2)

APPLICATION

Forecasting System Schools of Thought
There are three broad schools of thought that 
have an influence on how forecasting is practiced: 
economic, statistical or operations research, and 
judgmental.

 The economic school was a creation of the 
 economics departments of the academic world 
and focuses on the use of causal or explana-
tory models that are developed from simple 
and complex regression analyses of key economic 
variables.

 The statistical and operations research school 
tends to go from the specific to the general by 
taking individual parts of the equation and sum-
ming them in order to produce an organizational 
or industry forecast.

 The judgmental school relies on practices such 
as the sales force estimates, the jury of executive 
opinion, and a group of forecasting approaches 
called the Delphi Technique.

Techniques for Forecasting
Chambers, Mullick, and Smith (1971) wrote an 
 article that described 18 sales forecasting techniques 
that can be broken down into three categories.

Viewpoints
B2B Marketing
When marketing is mentioned, many think of the 
function as it relates to consumers. However, there 
is another side that is expected to blossom during 
the next decade—business-to-business (B2B) mar-
keting. According to the Business to Business’ 2007 

Table 1: Sales Forecasting Techniques by Category (adapted from Chambers,  

Mullick & Smith, 1971)

(continue)
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Marketing Priorities and Plans survey, marketing 
efforts will grow as business-to-business marketers 
increase budgets, do more business online, and try 
new technologies (Maddox, 2006). Respondents 
shared some of their goals for 2007, and the top 

three goals were customer acquisition (62.3% 
of the respondents), brand awareness (19.5%), 
and customer retention (11%). New market 
growth, product penetration, research and po-
sitioning the company as a thought leader were 
other goals listed in the survey (Maddox, et. al., 
2006, Marketing priorities). Although email, 
search, and Web casts were listed as still being 
important and worthy of some funding, web-
site development was the clear leader in get-
ting the largest share of the online marketing 
budget. The survey also found that 67.7% of 
advertisers plan to launch new ad campaigns 
in 2007 (Maddox, et. al., 2006, Marketing 
priorities).

“Business-to-Business Marketing is a complex 
discipline that has become integral to selling 
products or services to business, industrial, insti-
tutional or government buyers (Oliva, n.d., p. 1). 
Many forecasters have predicted that this market 
can expect purchases to net several trillion dollars 
a year, which is why many are predicting that the 
growth will outpace business-to-consumer (B2C) 
marketing. However, the marketing industry will 
respond accordingly by providing both markets 
with sufficient attention even though both have 
different focuses.

Business Marketing Versus Consumer Marketing
There are many differences between the two 
forms of marketing such as business marketing 
using shorter and more direct channels of distri-
bution (Dwyer & Tanner, 2006), and consumer 
marketing aiming at larger demographic groups 
by way of mass media and business owners. In 
addition, negotiating is more personal when it is 
done directly through the purchaser and seller 
in corporate marketing. Business marketers 
tend to use direct mail and trade journals as the 
preferred method of advertising, and they only 
commit a small portion of their budgets to do so 
(Hutt & Speh, 2001).

According to Oliva (n.d.), some of the unique 
features between the two methods are:

Business-to-Business (B2B) Marketing
 Transactions among and within value chains
 Value primarily determined by business eco-

nomic use

Table 1: Sales Forecasting Techniques by Category (continue)
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 Small numbers of customers, many requiring per-
sonalized marketing, including customized prod-
ucts and prices

 Large customers with strong market power (a busi-
ness’s customers tend to be its competitors)

 Diverse and varied customer types and customer 
needs

 Large unit transactions
 Complex and lengthy selling processes involving 

many players creating a demand decision chain
 Deeper partnerships with members of the value 

chain, including customers
 Channel management oriented up and down the 

supply chain
 Sales focused on key account management, and 

multiple purchasing influencers

Business-to-Consumer (B2C) Marketing
 Transactions through the dealer to the end con-

sumer
 Value determined by end-consumer perception
 Focus on brand management
 Large number of generally similar consumers
 Small transactions
 Linear selling process, usually of short duration
 Channel management oriented toward retail
 Sales activity focused on the end user (Olica, n.d.)

Business marketing’s foundation is based on cre-
ating advantageous, valuable relationships between 
two institutions and the workforces involved. Business 
marketers focus on a small number of customers by 
using sales processes that are large, complex, and 
technical. Due to newer and more advanced mar-
keting and communication electronics, B2B and 
B2C marketing efforts cross several corporations. 
Business marketers must learn how the two methods 
work together to create and deliver value.

Importance of Value
Value is central to all marketing practices, especially 
business marketing. In business markets, the real 
value of a product or service can be understood by 
assessing the product’s role in the industry and con-
trasting the product or service with the next best al-
ternative for the customer. For example, Microsoft 
has introduced Office 2016. However, many compa-
nies are still using Office 2007. Many organizations 
tend not to update to the newer version until the bugs 

are worked out. The value concepts for both of these 
products can be determined in monetary terms. In 
consumer markets, value is based on perception. For 
example, the value of coffee is based on brand sym-
bolism, loyalty, experience, and taste preference.

Some business marketers have made the mis-
take of pricing their products and services too low. 
Many believe that price and costs are directly related. 
However, pricing based on cost may create pricing er-
rors, which may lead to missed profit opportunities 
with B2B efforts. In order to avoid this costly mistake, 
value based pricing should be used by companies. 
Value-based pricing occurs when a company creates 
a marketing and sales program geared toward edu-
cating potential customers on the value of the product 
or service they are receiving. If this goal is successful, 
potential customers tend to be willing to pay more 
for the product or service. Oliva (n.d.) believes that 
studying the impact of value on profitability is one of 
the most important analyses a business marketer can 
conduct. Value in business markets can be examined 
on many levels such as (Oliva, n.d.):

 The actual economic value of the offering deliv-
ered to the typical customer

 The value of the supplier to the customer, the 
brand strength, and relationship value of the 
 supplier

 How value differs among actual and prospective 
customers, and among the individuals who collec-
tively make a buying decision

 How specific marketing activities influence cus-
tomer recognition of value

 How value builds through the industry supply 
chain and how much of that value is actually cap-
tured in the prices charged by supply chain mem-
bers (Oliva, n.d.)

Once the importance of value in business mar-
keting has been established, value-based strategies 
should be developed. The main intent of value-based 
pricing is to match price with the actual received 
value. Some value-based pricing strategies consider 
the break-even point and tend to be subjective. Three 
of these types of strategies are:

 Price the same as competitor. This strategy is 
useful when offering a commodity product, when 
prices are well established, or when there are no 
other means to set prices. Organizations will be 
challenged to develop a plan that will lower their 
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costs so they can receive a higher profit than their 
competitors.

 Establish a low price on a product in order to 
capture a large number of customers in that 
market. This strategy is useful if the organization’s 
goal is to achieve non-financial objectives such as 
creating product awareness, meeting the compe-
tition, or establishing an image of having a low 
cost. This strategy will work if the organization 
can maintain profitability at the low price or if it 
is able to maintain an acceptable level of sales in 
the event that it wants to raise prices at a later date.

 Charge a high price relative to cost if the product has 
a uniqueness that is valuable to the customers. This 
strategy is useful when the target market is affluent 
and the product is positioned as being upscale. In 
this type of situation, the organization may be able 
to mark up the price because there will be a de-
mand. The organization charges what it believes 
potential customers are willing to pay.

CONCLUSION

In order for a business to be successful, it must have 
the ability to make timely and accurate forecasts. 
One could assert that all businesses forecast in some 
way. However, while most businesspeople recognize 
the need for effective forecasts, there is a tendency 
to view forecasting as either a black art or an impos-
sible task (Crosby, 1997, p. 3). This article explores 
how businesses rely on sales forecasting to grow the 
business as well as develop strategic plans as to what 
direction the organization should move.

Marketing and sales professionals are expected to 
look at the future and determine how an organiza-
tion will get there. Crosby (1997) provided a list of 
suggestions to marketing and sales professionals as 
they strive to develop a strategic marketing forecast as 
well as some questions that may assist in developing a 
tactical marketing forecast.

Suggestions for Developing a Strategic Marketing/
Sales Forecast

 Develop a solid data-based approach for the plans 
and projections.

 Place the plan in context by presenting recent his-
tory as a bridge to the future.

 Illustrate and explain how the marketing plan ties in 
or does not tie in with the major trends in the market.

 Briefly show how the research data were gathered 
and analyzed.

 List assumptions, and describe how specific con-
clusions were reached.

 State the criteria for selecting key customers and 
major accounts.

 Describe the broad application categories envi-
sioned for each market segment.

 Identify major competitors by market segment, 
and briefly describe their expected response to 
the plans and projections.

 Define the general pricing and cost strategies con-
sidered.

 Describe the size and growth rates for each seg-
ment, together with the share-of market assump-
tions.

 Generate a revenue forecast (units and dollars) 
for each segment that supports the previous as-
sumptions.

 Build a strong dialogue with tactical marketing 
through the entire process.

Questions to Ask When Developing A Strategic 
Marketing / Sales Forecast

 What are the product development assumptions?
 Is there sufficient capacity installed to support rev-

enue forecasts?
 What is the current status of the organization’s 

major competitors?
 Are the company’s products performing as 

planned? Can secondary development activities 
be exploited?

 Are the organization’s product prices and cost tar-
gets still valid?

 What is the organization’s share of market for each 
product line? How do they compare with the plan?

 Are selling cycles defined for each product line, 
and are they accurate?

 What is the feedback from account reviews? Are 
the engagement strategies working? Are the sales 
kits working? Is the organization winning and pen-
etrating accounts as planned?

 What is the price elasticity for each product line?
 Are the product applications and sales opportuni-

ties developing as planned? (p. 38-39)

Business-to-Business Marketing is a complex dis-
cipline that has become integral to selling products 
or services to business, industrial, institutional or 
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government buyers (Oliva, n.d., p. 1). Many fore-
casters have predicted that this market can expect 
purchases to net several trillion dollars a year, which is 
why many are predicting that the growth will outpace 
Business-to-Consumer (B2C) marketing. However, 
the marketing industry will respond accordingly by 
providing both markets with sufficient attention even 
though both have different focuses.
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ABSTRACT

This article looks at the multifaceted relationships 
between entrepreneurship and business planning 
and considers the causes and effects of entrepreneur-
ship in new and preexisting businesses. As a strategic 
management tool, business planning is seen as one of 
the activities undertaken in the entrepreneurial pro-
cess. Types of plans and aspects of business planning 

are also discussed, along with several contradictory 
schools of thought on the factors that determine en-
trepreneurship, the outcomes of planning, and in-
formation analysis.

OVERVIEW

Business ventures fuel the economic growth and 
prosperity of nations and regions (Yusuf, 2002), and 
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Buyer Behavior

ABSTRACT

Buyer behavior is based on a complex process by 
which consumers choose, acquire, use, and dispose 
of goods and services in order to fulfill their needs 
and desires. To understand why a buyer makes a pur-
chase, it is important to understand his or her needs 
and motivations. This knowledge enables the seller 
to better develop a strategy for convincing the poten-
tial buyer that the product or service will meet his or 
her needs. In addition, in order to better target one’s 
marketing strategy, it is important to understand 
the buying situation, including the routineness with 
which the particular purchasing decision is made as 
well as the importance of the decision to the buyer. 
When the buyer is an organization, it is also impor-
tant to recognize that although there may be one 
decision maker, there are typically many parties who 
can influence the final buying decision.

OVERVIEW

No matter how good the product or service, no 
matter how satisfied the employees, no matter how 
well the communications within an organization, 
if the customer does not buy what the business is 
selling, these factors are irrelevant. Although people 
may band together for all sorts of reasons—the need 
to feel a part of a group, the need to contribute to the 
welfare of society, the need to connect with friends—
businesses are by definition commercial, industrial, 

or professional enterprises that seek to make profit. 
Even nonprofit organizations need to make money 
in order to continue to provide the service that they 
are offering to their market. The question, of course, 
is how is this best done?

Interest in understanding buyer behavior has been 
going on since there first were buyers and sellers. 
Philosophers have long wondered why consumers 
buy things. Aristotle, for example, wondered about 
consumption and its effects on both the individual 
and society. Eighteenth-century philosopher Adam 
Smith pondered the same and concluded that in the 
end, resources would be optimally allocated.

However, business organizations are interested in 
more than philosophical musings about buyer be-
havior: They need to know what makes a consumer 
purchase a product or service and how to reach the 
consumer and convince him or her to buy. Toward 
this end, the study of buyer behavior has become 
more systematic in the past few decades; applying in-
sights from the social sciences in an attempt to help 
businesses better understand the consumers in the 
marketplace and determine ways to best reach them.

One area of study that has been applied to the 
prediction of buyer behavior is motivation. There 
are several approaches to explaining this important 
determinant of human behavior. Instinct theories 
emphasize the innate biological impulses that moti-
vate behavior (e.g., a bird flies south for the winter; 
a human automatically tries to protect his or her 
children). Drive-reduction theories are based on 
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the assumption that behavior is a response to bio-
logical needs for the organism’s physiological system 
to remain stable and organisms learn to reduce 
the drives or motivating tendencies that arise from 
those needs (e.g., if thirsty, one looks for something 
to drink). Arousal theories posit that organisms are 
motivated to seek and maintain an optimal level of 
arousal in various physiological systems (e.g., a cat 
enjoys playing with a catnip mouse; a human enjoys 
the adrenaline rush of wind surfing). Incentive theo-
ries of motivation are based on the assumption that 
behavior is performed in response to the possibility 
of rewards or punishments (e.g., the dog learns to 
sit up to get a treat; the child learns to do homework 
assignments after school in order to watch TV in the 
evening).

Maslow’s hierarchy of needs. In this theory, Maslow 
hypothesizes that people have different motivations 
at different times in their lives depending on what 
needs have been met or not met. This theory also hy-
pothesizes that needs lower on the hierarchy (such 
as physiological needs for food, shelter, and warmth) 
must be satisfied before higher-level needs (such as 
love and self-actualization) can be satisfied.

As shown in Figure 1, the most basic level of needs 
is physiological needs. This category includes the 
needs to satisfy hunger and thirst, sleep, and sex. 
From a buyer behavior point of view, this means 
that a salesperson would most likely be unsuccessful 
in selling a new luxury car to someone who is living 
from paycheck to paycheck and struggling to put 
food on the table: The need to eat is more impor-
tant than the need to impress one’s friends. Once 
the physiological level of needs has been met, people 
become more concerned with safety needs. These 
needs include the need to feel safe, secure, and stable 
in life (e.g., having a job so that one not only has food 
for today but can also buy food for the foreseeable 
future). At this level of need, people want to feel 
that their world is organized and predictable. From 
a buyer behavior point of view, this could mean that 
someone is unlikely to buy a house if he or she is 
working a temporary job with no future prospects. In 
this situation, there is no way to predict whether or 
not one will be able to continue to make mortgage 
payments. Once the security and safety needs of the 
individual are satisfied, the next level of needs is for 
belongingness. This level includes such factors as the 
need to feel accepted and part of a group, to love or 

feel affection and be loved in return, and to avoid 
loneliness and alienation. From a consumer behavior 
point of view, if someone is at the level of belonging-
ness needs, he or she is less likely to invest in the pur-
chase of a status item than if these needs have been 
met because of the lack of a group to affirm the item’s 
status. The next level of needs in Maslow’s hierarchy 
is esteem needs. These include the needs to achieve 
and to be competent and independent. In addition, 
the needs at this level of the hierarchy include the 
needs for self-respect and a sense of self-worth as well 
as the need for recognition and respect from others. 
From a buyer behavior point of view, someone at this 
level in the needs hierarchy would be likely to buy the 
aforementioned luxury item as a symbol of his or her 
status because the lower level needs have been met.

The final level on Maslow’s hierarchy of needs 
is self-actualization. This is a complex concept that 
basically means the need to live up to one’s full 
and unique potential. Associated with self-actual-
ization are such concepts as wholeness, perfection, 
or completion; a divestiture of things in preference 
of simplicity, aliveness, goodness, and beauty; and a 
search for meaning in life. People at this level in the 
hierarchy would be less interested in the acquisition 
of things but would more likely be interested in ac-
quiring things that enable them to reach other goals 
such as learning, spiritual development, or enjoying 
the wonders of nature.

One of the implications of Maslow’s hierarchy of 
needs for understanding buyer behavior is that one 
has to approach selling the same thing in different 

Figure 1: Maslow's Hierarchy of Needs
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ways depending on where the buyer is on the hier-
archy. For example, one would be unlikely to sell a 
world cruise to someone who was at the physiological 
or safety levels of motivation. However, at the belong-
ingness level of the hierarchy, the trip could be mar-
keted as a group venture to be enjoyed with friends 
or fellow college alumni. At the esteem level, the trip 
could be marketed as a luxury item that will make 
one the envy of one’s friends. Neither approach, how-
ever, would work well at the level of self-actualization. 
At this level, the trip would more successfully be sold 
as a way to broaden one’s horizons, learn new things, 
or experience the beauty of foreign lands. The trip in 
all three cases could be the same. However, the way it 
is marketed would differ depending on the needs of 
the individual.

Several other concepts can be learned from 
Maslow’s hierarchy of needs that have direct applica-
tion to understanding buyer behavior. First, one can 
move not only up the hierarchy, but down as well. 
For example, although most adults are not worried 
about safety and security needs (i.e., they have a reg-
ular paycheck and live in a safe neighborhood), the 
situation can change. Over time, a once safe neigh-
borhood may start having a problem with crime. 
Therefore, someone who once felt secure at home in 
a quiet, middle-class neighborhood and felt no need 
for protection, might now feel less secure and would 
be interested in purchasing an alarm system. In ad-
dition to moving up and down the hierarchy, people 
can experience multiple needs at once. For example, 
the person in the gourmet store buying food for a 
dinner party may have several simultaneous motiva-
tors: hunger (e.g., if he or she has not eaten before 
going shopping or is on a diet that will be broken for 
the dinner party), esteem (e.g., the need to impress 
the people who are coming over to the party), or 
safety (e.g., the need to buy fresh, untainted food) 
might come into play.

From a marketing point of view, understanding 
the needs of the potential buyer can help focus the 
marketing effort to better demonstrate how the 
product or service will meet his or her particular 
needs. As discussed above, marketing to a potential 
buyer by targeting needs above where he or she cur-
rently is on the hierarchy (e.g., the luxury car to the 
unemployed person) is unlikely to meet with success. 
In addition, Maslow’s hierarchy provides a method 
of identifying needs of classes of potential buyers so 

that successful marketing programs can be crafted to 
target these needs.

APPLICATIONS

Buying Situations
Although a number of models are available for pre-
dicting consumer buying behavior, most theorists 
believe that buyers’ behavior changes depending on 
the buying situation. This term is most frequently 
used to refer to factors that cannot be predicted 
from knowledge of either the buyer or the situation 
alone. For example, buying a widget as a present 
for someone else might entail an additional level 
of decision-making factors than if the widget were 
being purchased for oneself (e.g., I like the widget, 
but will my friend, who has different tastes, like it?). 
Similarly, the purchase of a dessert from a bakery 
might differ depending on whether it was being 
purchased for the family, a formal dinner party, or 
a child’s birthday party. Although some decisions 
can be made spontaneously (e.g., I want chocolate 
cake for dessert), others cannot (e.g., I need to hire 
a new accountant). Therefore, people frequently 
use different problem-solving processes for the dif-
ferent types of situations.

Some models of buyer behavior theorize that con-
sumers may change their behavior depending on the 
reason for the purchase. Any one of three levels of 
problem solving may apply to the purchasing deci-
sion depending on how routine or important the 
purchase is. At the lowest level is routine problem 
solving, used when the buyer knows the product well, 
needs little information, the price is low, or the risk 
from making a wrong buying decision is low. For ex-
ample, when grocery shopping, I am most likely to 
grab a quart of skim milk and put it in my shopping 
cart without much thought: I know that I want skim 
milk and not whole milk; I have been quite happy 
with the store brand in the past and see no need to 
change; and the cost of a quart of milk is negligible 
compared to my total food budget. On the other 
hand, if the manufacturer of my favorite breakfast ce-
real discontinues that variety, I may have to employ 
limited problem solving to the situation. These skills 
are important when buying a new or an unfamiliar 
brand or considering a more expensive item. For 
example, I may want to compare the fiber, sodium, 
sugar, and carbohydrate contents of the various 
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cereals under consideration. I may prefer cereal that 
has both crunchy nuggets and flakes rather than 
 either one alone. I will probably also compare prices 
to see which is the better bargain. Although I may 
not walk out of the grocery store ecstatic because of 
my decision to buy a new cereal, buying the wrong 
one will not be an earth-shattering event, and the 
decision can be made in a matter of several minutes 
by comparing labels while standing in the grocery 
store aisle. Other decisions, however, require exten-
sive problem-solving processes, particularly when 
the price is high, the item is rare, or the purchase re-
quires a significant investment of time. For example, 
the decision to buy a new television set probably 
cannot be made in a few minutes’ time in the aisle 
of a big-box store. This is not a minor purchase, and 
I need to consider a number of factors. Do I want a 
high-definition set or is a digital set sufficient? Are 
there size limitations for fitting the television into an 
existing space or for being able to see the screen from 
a distance? Is an investment in a plasma screen worth 
the cost at this time? The more information that is 
needed, the more complicated the decision-making 
process becomes.

Similarly, buyer behavior can change depending 
on the type of buying situation. For example, a 
routine purchase such as buying another ream of 
copy paper or instructing one’s accountant to pre-
pare this year’s tax return does not require much 
decision making on the part of the buyer or mar-
keting on the part of the seller. The office supply 
salesperson may just ask if I want to place the same 
order as last time or the accountant may ask if any-
thing has changed since last year. Other than that, 
the decision has been made. Other buying situa-
tions, however, are more complicated. If the usual 
brand of copy paper is no longer available or if an 
equivalent brand goes on sale, the office supply 
salesperson will have to be more proactive in trying 
to get me to buy the product. If my former accoun-
tant retires and I hire a new one, we may need to 
sit down together and discuss the situation and the 
nature of my business before we mutually agree to 
proceed with the process. If this situation is exac-
erbated and if the purchase is for a product or ser-
vice that I have not purchased before—a will, a new 
piece of office equipment—the seller will have to 
use considerably more skill than for the other two 
types of purchases.

Organizational Buying Behavior
It is not only individuals who are consumers: Businesses, 
too, purchase both goods and services. In a small busi-
ness, this may be done by the founder of the organiza-
tion. However, in many businesses, the sales transaction 
may involve the formal and informal inputs and many 
different parties. To successfully market to organiza-
tions, one must understand not only the individual 
behaviors of each of these parties, but also their inter-
actions in order to convince them to buy. This means 
that there is not a single best approach to selling to an 
organization. Sometimes, in fact, different selling ap-
proaches must be tailored to different departments or 
executives within a single organization.

One model that attempts to explain the com-
plexity of this situation examines the roles of dif-
ferent parties in the decision-making process so that 
the seller’s market strategy can be appropriately 
 focused. As shown in Figure 2, this model recognizes 
that the organizational buying process may include 
the inputs of several types of people: gatekeepers, 
users, buyers, influencers, decision makers, and 
sponsors and anti-sponsors.

The obvious person to target in a sales pitch is the 
decision maker. For major purchases, this is often a 
senior-level executive (e.g., the chief executive of-
ficer, chief financial officer, chief operating officer) 
or a person high up in the functional chain who has 
the final authority for deciding whether a product or 
service will be procured (e.g., the head of the depart-
ment in which the product or service will be used). 
Decision makers at these levels tend to take a high-
level view of the decision-making process rather than 
get mired down in the technical details. In addition, 
persons at these levels are typically influenced by var-
ious other parties within the organization who help 
shape the final decision. These parties may include 
gatekeepers, users, buyers, influencers, and sponsors 
or anti-sponsors.

Gatekeepers are the people within the organiza-
tion who control access to the decision makers. These 

Figure 2: The Decision-Making Unit
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may be people like administrative assistants, recep-
tionists, or mid-level managers on the organization 
management or functional hierarchies. Although 
these individuals do not make the purchasing de-
cisions, they can keep the prospective seller from 
reaching the people who do. Therefore, it is impor-
tant to develop a rapport with the gatekeepers so that 
one will be granted access to the decision makers. 
In addition to gatekeepers, there are other people 
in the decision-making process who, although tech-
nically without power, are important players in the 
decision. These are the users; the actual people who 
will be using the product or service. For example, al-
though the decision to replace the current printers, 
copiers, and scanners with multifunctional units that 
provide all three capabilities may be attractive to de-
cision makers because they require less financial in-
vestment in equipment, the proposition may not be 
as attractive to the actual users. They may not want to 
give up the equipment with which they are familiar or 
know that if a multifunction machine breaks down, 
they will lose the equivalent capabilities of three of 
their current machines. Although these individuals 
may not have a direct say in the decision-making pro-
cess, they may influence the purchase. On the other 
end of the spectrum are the buyers: those individuals 
who actually purchase the product or service but do 
not use it. Their goal is to maximize the benefit of the 
purchase to the organization by making sure that it 
meets technical standards and is done at an accept-
able price according to their criteria. Although they 
may not make the final decision per se, they can be 
quite influential on the decision maker.

In addition, decisions can be influenced by 
other advisors not directly affected by the decision. 
Influencers are individuals in whom the decision 
maker places trust. These may be a trusted peer at an-
other organization, a spouse or other family member, 
or other advisor. These individuals do not appear on 
the organizational chart and may be hard to identify. 
However, their influence in the decision-making pro-
cess is nonetheless real. Another set of parties that in-
fluence the buying behavior of organizations are spon-
sors and anti-sponsors of the firm attempting to sell 
the product or service. Sponsors are those who have 
dealt with the selling organization before or have suc-
cessfully used this particular product or service. They 
demonstrate brand loyalty and encourage the decision 
maker to purchase the product not necessarily on its 

comparative merits, but because they are familiar with 
it or with the company that provides it. Anti-sponsors 
are sponsors for another company or product with 
which they are familiar. In the same way, they will at-
tempt to influence the decision maker based not on 
comparative merits, but on past experience.

All these parties are important in the decision-
making process for organizational buyers. The savvy 
seller understands these levels of organizational 
buyer behavior and takes them into account when 
developing an effective marketing strategy.
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