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This article identifies the implicit importer buying behavior model
that is suggested by import decision studies and reviews contextual
factors that distinguish international sourcing from its domestic
counterpart. We then discuss the major shortcomings of the
implicit model, namely, the failure to take into account the
cognitive processes that influence vendor search and evaluation
patterns. Drawing on the cognitive psychology and artificial
intelligence literatures, this paper proposes an alternative model of
importer buying behavior that explicitly accounts for the use of
cognitive heuristics and presents a series of testable research
propositions. Theoretical and managerial implications are also
discussed. © 1996 John Wiley & Sons, Inc.
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Just as understanding voter behavior is the basis for formulating
political strategy in a demiocracy, understanding importer behavior is
a prerequisite for improving export performance in the highly com-
petitive export markets. However, studies of importer behavior are
virtually non-existent (Ghymn et al., 1993; Liang, 1995a). Extant
studies of organizational buyer behavior (OBB) found in the market-
ing literature have been predominantly conducted in domestic set-
tings. In the international business (IB) literature, studies have con-
centrated on exporter behavior, while largely ignoring importer
behavior. For example, examining the 25 year article index of the
Journal of International Business Studies (JIBS), a leading journal in
international business, we find that, among the 633 articles pub-
lished in JIBS during 1970-1994, only two (White, 1979; Hallen,
1982) have focused specifically on the import behavior of organiza-
tional buyers. Consequently, our knowledge of the importer behavior
remains quite rudimentary.

Our focus in this article is a particular aspect of importer behavior,
namely, importers’ overseas vendor search and selection process. This
process represents an important “window of opportunity” for the ex-
porters, i.e., the period when importers will be most receptive to
export proposals. Yet, this window may be quite small. Past research
indicates buyers, on average, solicit less than six bids for a given
buying task (Hakansson and Wootz, 1975; Vyas and Woodside, 1984),
which is but a small fraction of the number of potential exporters for
most products. Consequently, it is critical for exporters to anticipate
the information needs, search trajectories, and choice rules of pro-
spective importers in order to increase their chance of being selected.

This article proposes a conceptual model of importers’ vendor
search and selection processes. We begin by briefly reviewing the
extant process-oriented models of organizational buying behavior
found in the marketing and purchasing literatures. Next, we present
an implied model of importer buying behavior that appears to be
implicitly assumed in much of the import decision literature, and
discuss the normative underpinning of this model, the rational
choice framework. Drawing on insights derived from cognitive psy-
chology and related literatures, we then discuss why this implied
model, despite being intuitively appealing, is not representative of
much of the behavior in the international setting. Specifically, we
raise the fundamental question of whether most importers do actu-
ally conduct the rigorous information search and vendor selection
efforts required by the rational choice approach and identify factors
which influence this behavior. We then draw upon the literature of
cognitive heuristics and the insights gained from eight depth inter-
views we conducted with purchasing executives from China and the
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US to develop an alternative model of the overseas vendor search and
selection process, and present a series of research propositions. We
conclude with a discussion of managerial and research implications.

MODELS OF ORGANIZATIONAL BUYING BEHAVIOR

Since importing is a subset of organizational buying, we begin by
reviewing the literature on organizational buying behavior in domes-
tic markets. Over the past several decades numerous models have
been proposed (see Moriarty, 1983; Webster, 1984 for critiques of the
most prominent models). The earliest ones were simplistic task-
oriented models that only focused on a single criterion or limited set
of variables that determine buying outcomes.! More recently, in-
creasingly more complex models have been developed, which elaho-
rate on the underlying decision processes, intra- and interfirm be-
haviors related to procurement, and/or the impact of an array of
contextual and situational factors (Robinson, Faris, and Wind, 1967;
Webster and Wind, 1972; Sheth, 1973; Jackson, 1985; Moller and
Laaksonen, 1986; Wilson and Mdéller, 1990).

Several OBB models recognize that organizational buying pro-
gresses through several conceptually distinct activity stages, al-
though there is variance with regard to the number of stages that
occur (Lilien & Kotler, 1983). The most prominent of the process-
oriented OBB models is the BuyGrid (Robinson, Faris, and Wind,
1967), which has been extensively tested in industrial marketing
studies and has largely become the accepted wisdom in the market-
ing literature (Moriarty and Spekman, 1984; Bunn, 1993).

The BuyGrid model, besides elaborating on how the purchasing
process evolves, also highlights the significance of the purchase situ-
ation, which plays a pivotal role in buyers’ search and choice deci-
sions. Purchasing decisions can be categorized as new tasks, modificd
rebuys, or straight rebuys, based on the relative novelty of the deci-
sion,

In a new task, where the buyer is relatively inexperienced with the
product and possibly prospective vendors, a high degree of procure-
ment risk and decision making difficulty will be encountered. Conse-
quently, the buyer is expected to engage in extensive problem solving
activity, i.e., search widely, gather a great deal of information, re-
view many alternatives, and use more comprehensive evaluation

!Interestingly, the extant international business and economics literatures largely reflect a
task-orientated approach to overseas sourcing decisions. Among the rationales cited are
reducing total cost, responding to competitive pressures, implementing a global strateyy,
import hysteria, and exchange rate pass-through (e.g., Baldwin, 1988; Swamidass, 1993).
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methods. At the other end of the spectrum, if the task is a straight
rebuy of a product regularly purchased previously, routinized re-
sponse behavior prevails, such that virtually no search effort is ex-
pected, no alternatives other than the existing vendor are considered,
and only procedural control is exercised. The search and decision
effort for a modified rebuy, which represents limited problem solv-
ing, can be expected to fall between these two extremes. Modified
rebuys may comprise new (but similar) product solutions to existing
procurement needs, obtaining new vendors for products already be-
ing purchased, or a combination of the two.

Presently, however, no explicit model of overseas vendor search
and selection behavior is available in the current literature (Liang,
1995a). Much of the overseas sourcing studies appear to have implic-
itly extended the BuyGrid, or another process model, to the interna-
tional setting. Figure 1 presents the implicit model of importer buy-
ing behavior.?

In this model, the overseas buying process begins with an initial
phase in which the organization recognizes that the focal product
need cannot be met at home and decides to source overseas (Cayer,
1989). The need to source overseas might have been recognized at the
outset of a particular procurement, e.g., to tap into an emerging
technology, or when the needed product is simply not available in the
home market. Alternatively, it might become apparent only after the
procurement process has progressed through the evaluation of pro-
posals from domestic suppliers, but the buyer has deemed these pro-
spective vendors to be unsatisfactory or lacking sufficient capacity
(Combs, 1976; Cayer, 1988).

Following this need recognition is a search stage, where the buyers
seek to identify promising overseas supply options and collect infor-
mation needed for vendor evaluation. Having established selection
criteria relative to country characteristics (e.g., political stability,
infrastructure, exchange rates), vendor characteristics (e.g., size, lo-
cation, reputation, financial or technological strength), and bid char-
acteristics (e.g., product specifications, quality, price, delivery tim-
ing, additional services) (Hakansson and Wootz, 1975; Combs, 1976;
Leenders and Fearon, 1993; Zenz, 1995), buyers “screen” a large
number of potential source countries and vendors, and narrow down
the number of alternative vendors to a choice set, i.e. the one or few
promising vendors to be evaluated carefully.

2The reader is reminded that these are conceptual stages that portray the logical sequence of
activities of this dynamie process. Temporally, some stages (or specific activities within
them) may occur concurrently with others. Furthermore, there is apt to be a certain degree of
iteration between stages as the importer's procurement needs become better understood or
when salient new information is obtained.
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Stage 1: Need Recognition & Problem Formulation
Decision to "Source Abroad” Triggered by:

| e Competitive Pressures
e Unavailability at Home

Stage 2: Search
Guided by:
e Country Characteristics
e Vendor Characteristics
e Bid Characteristics
Information Gathered Systematically
Options Identified, Screened & Narrowed Down to "Choice Set” j

Stage 3: Choice !
Remaining Alternatives Evaluated Comprehensively !

* Compensatory Process Used to Evaluate Remaining Vendors
« Highest Rank-Ordered Overscas Vendor(s) Selected

Figure 1 Implied Model of Importer Buying Behavior

In the last stage of vendor choice, organizational buyers finalize the
vendor selection criteria, analyze the collected information on alter-
native vendors, products, and their attributes in a compensatory pro-
cess that seeks to rank order all of the alternatives relative to the
expected utility attributable to each (McFadden, 1981), and make
their sourcing selections.

Despite the apparent face validity and intuitive appeal of this
overseas extension to the process OBB models, available evidence in
the IB literature and from field interviews suggests that it may be a
poor model for representing all purchasing behavior in the interna-
tional setting. Instead of exhibiting extensive problem solving behav-
ior, as can be expected from_ the logic of the BuyGrid model and the
implicit overseas sourcing model, importers often follow a rather ad
hoc and even seemingly chaotic approach when initiating overseas
supply relationships. It is well documented in the international busi-
ness literature that many international supplier relationships start
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with “unsolicited exportl orders” (UEOs), where importers place an
order with a selected foreign vendor without any apparent systemat-
ic vendor search and evaluation (Leonidou, 1995; Liang, 1995b). In
the seven US and UK studies reviewed by Bilkey (1978), the percent-
age of firms that started their exportation with UEOs ranged from
40 percent to 83 percent. More current studies conducted in other
nations reconfirm these earlier findings. For example, the percent-
age of firms that export on the basis of UEQs is 62 percent in a
Brazilian study (da Racha et al. 1990), 61 percent in a Turkish study
(Karafakioglu, 1986), and 36 percent and 33 percent in two Canadian
studies (Beamish, 1986; Grondin, 1991).

This leads us to raise a fundamental question: do organizational
buyers behave differently in domestic versus international settings?
We propose in the next section that overseas sourcing, for cornparable
purchasing situations, involves a more difficult decision task than
domestic procurement, and identify three areas that distinguish
these two sourcing contexts.

CONTRASTING DOMESTIC AND OVERSEAS
BUYING CONTEXTS

The domestic BuyGrid model, and the derived overseas sourcing ver-
sion, are based on the “rational choice” (RC) framework. In the RC
framework, search effort is a function of expected search benefits
and information cost (Stigler, 1961) and profits are maximized net of
information cost (Casson, 1992, 1995). Decision makers will keep
searching and processing information up to the point where the ex-
pected marginal benefit of an improved decision equals the expected
marginal cost of additional information (Ratchford, 1982; Hauser
and Wernerfelt, 1990; Roberts and Lattin, 1991),

Although this framework has proven useful in domestic procure-
ment settings, its application in international settings appears to be
more limited. This tendency leads us to critically examine two cru-
cial assumptions that underlay the rational choice approach: that
decision makers can access all relevant information and that they
are cognitively capable of processing the comprehensive array of
information that is collected. As Simon (1974) and others have per-
suasively argued, human beings have only “bounded rationality.”
While humans are normally rational and strive to make the best
decision they can, their cognitive capacity is finite and can be easily
overwhelmed. When the demands of the task exceed their cognitive
capacity, decision makers are forced to make choices based on deci-
sions that utilize less than complete information and rely on alterna-
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tive, noncompensatory decision strategies (Newell and Simon, 1972;
Johnson and Meyer, 1984), especially in a difficult task environment
(Formisano, Olshavsky, and Tapp, 1982).

On average, domestic procurement take place in a less difficult
task environment, which means that organizational buyers have a
greater opportunity to follow the rational choice approach and sys-
tematically increase their search effort as long as the marginal bene-
fit of additional information is greater than its marginal cost. How-
ever, importing decisions can be distinguished from their domestic
counterparts on three key factors: task complexity, environmental
uncertainty, and the presence of structural impediments, that may
constrain purchasing executives from following the rational choice
approach.?

First, buying from overseas is arguably a more complex task than
buying domestically. To a large extent, task complexity is a function
of the number of calculations or comparisons that are needed to
accomplish a task. We contend that, even after controlling for the
purchasing situation and level of buyer expertise, decision tasks
have a greater probability of being overwhelming when overseas
sourcing is being contemplated than for domestic procurement. Not
only is the number of alternative vendors apt to be substantially
larger when drawn from the international marketplace, but it is also
likely that more attributes will have to be evaluated per vendor sim-
ply because there are more decision criteria being used. Importers
not only must evaluate procurement risks associated with product
and vendor performance, as in any domestic sourcing decision, but
they must also be concerned with risks that accrue from factors re-
lated to the country of origin. For example, among the thirty-four
overseas sourcing decision variables identified by Samli, Grewal, and
Mathur (1988), thirteen are related directly to countries of origins
{e.g., governmental and cultural factors).

In complex judgment situations, people are able to effectively pro-
cess only a limited amount of information in a given time (Hogarth,
1980; Bruner, 1957). Consequently, the combination of more prospec-
tive vendors, coupled with more attributes to evaluate, raises the
prospect of “information overload.” In this situation, where the ot-
tempted information processing load is greater than the decision
maker’s processing capability, individuals tend to make suboptimal
decisions (Jacoby, 1984; Malhotra, 1982). To bring a complex problem

3For expositionary clarity, we dichotomized the concepts of domestic and international markets
in this paper as if the distinction were clear cut. It should be noted, however, that the concept
of “international” is actually quite fuzzy. For example, many have noted that there is a
“horder effect” belween open economies such as the US and Canada, i.e., firms tend to treat
the international market just across the border as local.
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within the scope of their limited abilities, decision makers simplify
their problem formulations by limiting the information used to ar-
rive at a choice, “even leaving out much or most of what is potentially
relevant” (Simon and Associates, 1986: 34). Thus, it may simply be
impractical for many importers to follow the rational choice ap-
proach and systematically screen the entire, or even a substantial
portion of the, global vendor pool.

Second; international buying decisions are apt to involve greater
uncertainty about environmental conditions than domestic ones. In
general, environmental uncertainty is defined as an inability to ac-
curately perceive something about the external environment, be-
cause of difficulties in anticipating and assimilating environmental
conditions (Dwyer and Welsh, 1985). Uncertainty is perceived when
decision makers consider themselves to be lacking sufficient infor-
mation to make accurate predictions or are unable to distinguish
between relevant and irrelevant data (Milliken, 1987).¢

Environmental uncertainty exists in various degrees. Low uncer-
tainty exists when the decision maker is unsure of the exact outcome
probabilities, but nevertheless has sufficient information to assign
ballpark estimates to that probability. In other cases, there may be
ambiguity concerning the probability of events (Payne et al., 1992) or
no basis whatsoever on which to estimate outcome probabilities,
which represents a greater degree of uncertainty or a second-order,
subjective probability of probabilities (Abelson and Levi, 1985). Bi-
rou and Fawcett (1993), for example, have identified nine sources
of uncertainty in international sourcing: diverse political environ-
ments, diverse business practices, nationalistic attitudes/behavior,
culture and language barriers, volatile exchange rates, longer logis-
tics, JIT (just-in-time) sourcing requirements, finding qualified
sources, and duty/customs regulations. While many of these factors
are not unique to an international context, it can be argued that
uncertainty related to international sourcing encompasses a broader
range of factors and is largely second-order in nature.

The net result is that environmental uncertainty is a two-edged
sword. On the one hand, it is a powerful motivation for engaging in
an extensive information search process in order to improve the deci-
sion quality. On the other hand, it also makes search effort ex-
tremely difficult and expensive, and increases the probability that
extraneous information may be collected and incorrectly used in the

1“The construct of environmental uncertainty has a rich, and much debated, conceptual and
empirical history in the organizational and related literatures tsce Downey and Slocum,
1975; Jauch and Kraft, 1986; Milliken, 1987 for reviews of this extensive literature). Much
of the controversy has centered on whether environmental uncertainty is an objective versus
perceplual phenomenon. In recent years, the perceptual view has gained dominance.
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evaluation of sourcing alternatives (Pun) and Staelin, 1983; Johnson
and Russo, 1984). While decision makers can normally be expected to
increase their information search effort to reduce the uncertainty,
they may actually reduce their search effort when the required infor-
mation processing is perceived as beyond their cognitive capacity
(Furse et al., 1984). Given the magnitude of uncertainty in interna-
tional sourcing, organizational buyers are more likely to reduce their
information processing load by simplifying the problem formulation
and switch to a simpler, less taxing decision approach.

Third, organizational buyers’ searching abilities are apt to be more
limited when conducted in international, versus domestic markets,
due to structural impediments. This can be attributed mainly to data
problems and information barriers (Terpstra and Sarathy, 1991). To a
certain extent, the amount of information available to buyers is a
function of the relative marketing efforts of vendors. Since most
vendors allocate the lion’s share of their marketing and promotion
budgets to their home and dominant foreign markets, product-
specific information is generally less available to prospective custom-
ers found outside of the intended target market(s). The same is apt to
be true with regard to government and trade association information
and promotion efforts.

Furthermore, company-level information (e.g., financial stability,
credit ratings) is often unavailable or in another language, difficult
and/or costly to obtain, due to the greater social, cultural, technologi-
cal, time and geographical distances that separate organizational
buyers from their overseas suppliers (Ford, 1984). Even when infor-
mation is available, cross national comparisons are frequently beset
with methodological problems (Combs, 1976; Marer, 1980).

Simon has observed that “human rational behavior is shaped by a
scissor whose two blades are the structure of the task environment
and the computational capabilities of the actor” (1990: 7). Given the
higher task complexity and environmental uncertainty, which raises
the prospect of information overload and lower quality decisions, and
structural impediments, which reduces the computational capabili-
ties of organizational buyers, we submit that a higher proportion
of international sourcing tasks, as compared to domestic sourcing
tasks, will fall beyond the bound of rationality of purchasing execu-
tives, as illustrated in Figure 2.

The horizontal axis of Figure 2 indicates the task difficulty, which
subsumes complexity, uncertainty and structural impediments; the
vertical axis, the distribution of procurement tasks. Tasks that fall to
the right of the shadowed bar represent those that exceed the cogni-
tive abilities of decision makers. The two task distribution curves
indicate our belief that although some domestic sourcing tasks will
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Figure 2 Distribution of Domestic Vs. International Sourcing Tasks

be more difficult than international tasks, a higher proportion of in-
ternational sourcing tasks will lay beyond the bounds of the ratio-
nality of purchasing executives. Consequently, purchasing executives
are expected to be less likely to follow the rational choice approach in
international sourcing decisions than in domestic purchases.

We formalize our conceptual arguments related to the difficulty of
the decision task in the following propositions:

Proposition 1: Decisions leading to overseas sourcing (for compara-
ble purchasing situations and levels of buy=r expertise) will be
perceived as having greater task complexity, higher environ-
mental uncertainty, and greater structural impediments than
domestic sourcing decisions.

Proposition 2: The positive effect of task complexity and environ-
mental uncertainty on information search will be moderated by
the bound of rationality of decision makers.

Proposition 3: The degree to which structural impediments are
present will negatively affect information search.

Proposition 4: In domestic sourcing decisions, buyers are more
likely to follow a rational choice approach of conducting system-
atic vendor search and evaluation (i.e. use a compensatory pro-
cess); with international sourcing, they are more apt to adopt a
cognitively less demanding, noncompensatory approach.
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RECONCEPTUALIZING OVERSEAS VENDOR
SEARCH AND EVALUATION

Echoing Simon’s (1989: 377) general question, “how do people make
decisions when the conditions for economists’ glchal rationality ave
not met?” the preceding discussion leads us to examine how import-
ers conduct their overseas vendor search and evaluation, when the
information processing load is beyond the bound of their rationality.
We next consider alternative approaches that importers may use.
Specifically, we focus on the role of cognitive heuristics in the selcc-
tion of overseas vendors.

Cognitive Heuristics and Decision Making

As Tversky and Kahneman (1974) pointed out, many important deci-
sions are based on beliefs concerning the likelihood of uncertain
events, such as the outcome of an election, the guilt of a defendant,
the future value of the dollar, or in our context, the likelihood that
prospective foreign suppliers will fulfill the terms of the purchasing
agreement. These problems usually cannot be solved precisely. Even
if precision was available, the costs of the requisite data collection
and information processing are often prohibitively expensive. To
bring these complex problems back within the bound of their ratio-
nality, humans rely on heuristics to simplify their problem formula-
tions and take “short-cuts.” Heuristics are also used when people are
unwilling to make the cognitive effort needed for an accurate deci-
sion. A growing body of evidence lends credence to the fact that
decision approaches are not invariant across task environments. In-
stead, compromises between seeking the best decision and the desire
to minimize cognitive effort are made by decision makers (Payne et
al., 1992, 1993; Write, 1975). In either case, people “satisfice,” seek-
ing “to find good-enough solutions. And good enough solutions can
often be found by heuristic search” (Simon, 1989:378).

Broadly speaking, cognitive heuristics are approximating tech-
niques used when a problem cannot or need not be solved exactly
(Simon and Associates, 1986; Payne et al., 1992). These approxima-
tions or educated guesses are usually expressed in statements such as,
“I'think that. . .,”“chancesare. . .,”“itisunlikely that. . .,”andsoon.

In their seminal article, Tversky and Kahneman (1974) identificd
three heuristics (representativeness, availability and adjustment
and anchoring) that people use to judge probabilities and to make
decisions under uncertain circumstances. These subjective assess-
ments of probability and complex phenomena are based on data of
limited validity, which are processed according to judgmental “rules
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of the thumb.” In general, these heuristics are quite useful, but they
may also lead to severe and systematic errors. For example, the ap-
parent distance of an object is judged in part by its clarity, such that
the more sharply an object is seen, the closer it appears to be. This
rule has some validity because in any given scene the more distant
objects are seen less sharply than nearer objects; but this also leads to
estimation errors when the contours of objects are blurred (Tversky
and Kahneman, 1974).

From that origin two decades ago, a wave of studies on heuristics
have been spawned (Kahneman, Slovie, and Tversky, 1982). The list
of heuristics and biases has now expanded to include confirmatory
strategies and expectancy effects, central versus peripheral informa-
tion processing, simulation and counterfactual thinking, hindsight
and recall biases, and biases arising from framing effects (Heath and
Tindale, 1994). However, much of the first wave studies were con-
ducted in laboratory contexts and their relevance to real life deci-
sions was questioned. More recently, researchers began to apply
heuristics to real-world issues and a second wave of heuristic studies
is now in. Evidence of decision heuristics has been documented in
numerous empirical studies in a wide range of situations, e.g., Combs
and Slovic’s (1979) study of frequency estimates of mortality causes;
Brewer’s (1988) and Fiske and Pavelchak’s (1986) studies concerning
the use of categories in the judgement about people, and Schwartz’s
(1994) study on doctors’ medical judgments.

A comprehensive review of all relevant heuristics is beyond the
scope of the present article (see Heath and Tindale, 1994, for an
excellent review). Instead, we focus our attention on three heuristics
which have received considerable empirical support, particularly
second wave studies of similar “search and choice” problems (e.g.,
Smith, 1994). Based on field interviews and the IB literature, we
submit that availability, representativeness, and simulation are
heuristics that are germane to international sourcing decisions.

The Availability Heuristic and the Search
for Overseas Vendors

The availability heuristic is important because of the role it plays in
forming the information set from which choices are based, i.e., it can
provide insights of how importers decide what information to collect
and attend to and what they ignore. The basic premise of the avail-
ability heuristic is that decision makers will use information that is
most easily recalled or readily accessible to them, rather than what is
most relevant to the underlying question, as the basis of judgment
(Tversky and Kahnemann, 1974). Through life experience, people
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come to associate the likelihood of events with the ease of observing
or recalling them. Usually this heuristic works quite well; all things
being equal, common events are easier to remember and recall than
are uncommon events. By relying on this heuristic, decision makers
are able to simplify what might otherwise be a very difficult judg-
ment.

However. relying on the availability heuristic can also lead to sys-
tematic errors. This is because the availability of an item of informa-
tion is influenced by several factors, in addition to event likelihood
itself. Such factors include the properties of the information itself
(e.g. salience, recency, and level of abstraction), the extent to which it
confirms existing opinions, whether the information is derived from
category familiarity or direct experience, and source accessibility
(Park and Lessig, 1981; Taylor and Thompson, 1982; Punj and
Staelin, 1983; Johnson and Russo, 1984; Sherman and Corty, 1984;
Rao and Monroe, 1988; Smith, 1994).

The use of the availability heuristic has been documented in nu-
merous empirical studies (Combs and Slovic, 1979; Park and Lessig,
1981; and Schwartz, 1994). For example, Smith (1994) applied the
availability heuristic to examine students’ college choice processes
and found that a student’s college choice was made based on the
information that was easily retrievable from memory. Where the
information was vivid and salient, it was easily recalled, relied upon,
and overestimated with regard to importance. Conversely, more rele-
vant but abstract “hard data” and statistics were either given low
weight or simply ignored.

We propose that organizational buyers may follow the same avail-
ability heuristic in their information search. Given the complexity of
the overseas sourcing process and the huge amount of potentially
relevant information out there, prospective buyers may be unable or
unwilling to collect and process all of the information available to
them. Consistent with the notion of satisficing, this heuristic sug-
gests the buying process may be driven more by a desire to minimize
cognitive effort, rather than ensuring the best result. During the
search stage, organizational buyers may attend to and collect only
the information that is readily available.

Anecdotal evidence from the IB literature and from our depth
interviews supports this premise. For example, the IB literature doc-
uments that evaluations of potential vendors are heavily influenced
by the existing knowledge stock and country perceptions of the in-
volved organizational buyers, i.e., “country-of-origin” stereotypes of
both the products and their vendors (White, 1979; Bilkey and Nes,
1982). Instead of evaluating each vendor on its own merits, buyers
tend to eliminate from consideration all vendors from a particular
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country if they have an easily recalled negative perception of that
country (e.g., generalizations about product quality, service levels,
pricing, business practices, etc.). It is also documented that in the
analysis of political risk of international transactions, international
business executives often use simplistic categories, such as “hot” and
“cold” countries, to prioritize targeting efforts and allocate resources
across countries (Czinkota and Tesar, 1982). Thus, it is likely these
same biased, yet readily available, mental maps play a role in allow-
ing decision-makers to simplify the vendor search process. Conse-
quently, there appears to be a tendency to only seriously examine
prospective suppliers from countries that the decision-maker is al-
ready familiar with and/or holds favorable perceptions drawn from
country stereotypes.® Hence, we submit the following research propo-
sition:

Proposition 5: In their targeting of overseas sources, organizational
buyers will rely most heavily on country information that is already
available to them, rather than on systematic screening analysis.

Another indication of reliance on the availability heuristic is im-
porters’ choice of information sources. Becanse different information
sources yield varying qualities of information, from the rational
choice perspective of balancing marginal cost against marginal bene-
fit, information search should follow the “best source first” approach,
i.e., cominencing with the information source with the potential for
the greatest decision quality, and then, if the information need is
still unmet, moving down to the next best source, and so on (Brown,
1965). However, empirical studies have shown that decision makers
tend to follow a “least trouble first” approach (Mintzberg, 1973;
Mintzberg et al., 1976) and start with the “most accessikie” informa-
tion source, even though it may not be the most appropriate one
(Culnan, 1983). For executives, that most accessible source is typ-
ically their personal network of business colleagues rather than im-
personal third-party sources (Boissevain, 1974; Daft et al., 1988).

Traditionally, the use of personal information by executives is ex-
plained by “media richness,” i.e., personal information sources are
considered a better means of communicating multifaceted and am-
biguous information. Under uncertainty, the information required in
decision-making is inherently more ambiguous in nature, thus re-

5]t should be noted that relying on stereotypes is particularly likely at the outset of overseas
sourcing, when organizational buyers have the least experience and their search capacity
may be most constrained. Khanna (1986) has documented that such stereotypes influence
importers primarily in their dealings with new exporters but not with existing sources with
whom the importers have had direct experience.
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quiring a communication medium that can carry multiple cues (Fulk
et al., 1987). An alternative explanation derived from the availabili-
ty heuristic is that personal information sources are chosen not be-
cause they can carry multiple cues but merely because they are eas-
ily available.

Depth interviews with industrial buyers revealed that industrial
buyers’ favored vendor search method is to call import/export brokers
or distributors that they've dealt with, or contact their peers in pur-
chasing, to obtain vendor referrals and recommendations. In effect,
they are using a “snowballing” technique that draws upon the hu-
man index of other individuals (Simon, 1974). In one in-depth inter-
view, a senior purchasing executive of a US-based multinational cor-
poration was asked to detail his approach to locating prospective
overseas vendors, particularly how countries were selected and the
sequencing of the search, and responded, “Good question. I wish I had
an answer. I would just call a broker in New York that I know handles
that commodity for recommendations.”

Judging from the responses obtained during other interviews, it
appears that the use of a snowballing approach is common among
organizational buyers when contemplating overseas sourcing. From
our interviews, there was little indication that buyers consult other
impersonal information sources that are deemed to be cumbersome
to access, even though they may be more objective and appropriate.
For example, another American purchasing executive commented,
“Forget about the national trade data bank. It’s not worth it.”¢

This combination of anecdotal information and prior theory leads
us to our next research proposition:

Proposition 6: Organizational buyers will tend to rely on information
sources that are perceived to be most easily accessed, i.e. their estab-
lished personal network, over more accurate and appropriate, but less
accessible sources.

A third indication of the availability heuristic being used is orga-
nizational mimetic behavior (Galaskiewicz and Wasserman, 1989),
where buyers may simply observe where others are importing from
and follow suit, rather than conducting their own information
search. In one interview in China, a senior government official in
charge of the importing of medical equipment quoted a Chinese
proverb, “I would not be the first to taste the crab.” This official was

6The National Trade Data Bank, a comprehensive data base that includes a vast array of
publications that relate to international trade, is drawn from nearly all branches of the US
Government and some international organizations. Since July 1994, it has been availzble
on-line.
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indicating that he would wait for major trading corporations to import
first, observe the results, and then decide whether to place an order
with that overseas source. Use of the availability heuristic is alsc
manifested in the “reputation effect,” where buyers consider only
those firms whose reliability are already known from experience o1
vouched for by a trusted third-party (Cunningham and White, 1974)

Representativeness and Simulation Heuristics
and Vendor Choice

One consequence of relying on the availability heuristic in the infor-
mation search stage of the import decision making process is that
importers may only have incomplete information about potential
vendors. Worse yet, whatever information buyers have collected is
likely to be inconsistent, i.e. the amount or type of information for
each vendor in the choice set is apt to vary, which makes rigorous and
objective inter-vendor comparison impossible. Two additional heuris-
tics, representativeness and simulation, can help us understand al-
ternative means of selecting overseas vendors when alternatives can-
not be rank ordered.

The essence of the representativeness heuristic is when an individ-
ual judges the likelihood that a particular instance, subject, or object
belongs to a specific category by virtue of its match or resemblance to
others in that category (Kahneman and Tversky, 1973, 1974). Numer-
ous studies have documented the use of representative heuristics in
many real-life occasions. For example, Lurigio, Carroll, and Stalans
(1994) found that criminals are often judged and sentenced on the
basis of how similar they appear to be to prototypical criminals.
Stalans (1994) reported a similar process when people judge the fair-
ness of public officials. Smith (1994) has found that students who
perceived themselves as being similar to students at a particular
college were more likely to report an interest in attending that school
and showed higher intentions of applying for admission.

Currently there are no known studies that apply the represen-
tativeness heuristic to the overseas vendor selection process. How-
ever, we suspect that organizational buyers employ this same mecha-
nism in their choice of suppliers. Rather than assessing their
potential for success or satisfaction with a particular vendor from
qualification information, such as ISO 9000 certification, buyers
may instead rely on the singular experience of another buyer whose
firm is very similar to them and generalize that they too would have
a similar purchasing experience with that overseas vendor.

Alternatively, buyers may make judgments about the similarity
between a particular prospect and “representative,” or prototypical
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good suppliers. While empirical studies of “country-of-origin” have
concentrated on “made-in” stereotypes of products, evidence alsc
shows that importers Lold similar stereotypes of vendors relative to
particular countries (Keown, 1985). Thus, ranking prospective over-
seas vendors may be based on stereotypical country biases, rather
than the actual characteristics of vendors, just as judgments of exec-
utives may be influenced by his/her organizational dress, office loca-
tion and furnishings (Rafaeli, 1993). Hence, we propose:

Proposition 7: Overseas sourcing will show a higher incidence of ven-
dor selection based on a) the buyer’s representativeness, i.e., resem-
blance to a peer firm who is already successfully sourcing from that
vendor, and b) the supplier’s representativeness, i.e., judgments of the
vendor’s similarity to the buyer’s stereotypical image of “good” vendors
than in domestic sourcing.

Another heuristic that may be utilized in an overseas vendor
choice context is simulation, or the ease by which a person can con-
struct scenarios that fit a particular event (Kahneman and Tversky,
1982; Smith, 1994). Instead of calculating the probability of an event
by applying relevant probability rules and analyses, people construct
mental scenarios that might lead to a specific event or outcome.
Thus, the easier it is to envision scenarios involving the desired
outcome, i.e. in our context, a satisfactory purchasing experience, the
more probable the event will be perceived.

An empirical example of the simulation heuristic found in the
real-life decision literature is a study of negligence court cases by
Wiener and Pritchard (1994), who found that when defendants’ he-
haviors were perceived as being less normal, verdicts favoring plain-
tiffs were more likely. In other words, jurors were less able to con-
struct mental scenarios related to defendants’ behaviors versus that
of plaintiffs and thus assigned a higher probability to the plaintiffs’
version of events. Smith (1994) has also found that students’ college
choices were influenced by the degree to which they could “imagine”
or generate scenarios of feeling comfortable in particular schools.

In our context, we hypothesize that purchasing executives may use
mental simulations to imagine whether they would be comfortable
working with particular boundary spanning individuals from a pro-
spective vendor. This is consistent with the interpersonal “chemis-
try,” or compatibility, criterion for partner selection proposed by Di-
Maggio (1992) whereby organizational buyers engage in a “cultural
matching process in which actors rely subliminally on verbal and
non-verbal cues to estimate cultural overlap experienced as comn-
fort/discomfort, and confidence/unease” (p 131). Nohria (1992) has
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also noted the importance of the “mutual sizing up” process on the
interpersonal level, stating,

The flow of emotional energy shapes the creation of social ties. Positive
flows increase the likelihood of further interaction, and negative flows
diminish the chances. . . . In an interaction that is conducted in the
spirit of mutual sizing up, there is the distinct possibility that one or
the other interactant may not “compute” up to the other’s expectations.
Face-to-face contact is considered crucial to the assessment. Links are
often forged because the interactants “hit it off” or destroyed because
“the vibes weren’t there”—reasons that are entirely subjective. (248)

Furthermore, anecdotal evidence suggests that this actually oc-
curs. For example, one American architectural design firm obtained
a multi-million dollar design contract when its chairman “bumped
into” and hit it off with a Singaporian real estate developer during
breakfast in a five star hotel in Beijing (Higgs, 1993). As the chair-
man of the architecture firm later commented, “We just happened to
be at the right place at the right time.”

Thus, the simulation heuristic holds the potential to shed new
light on the seemingly chaotic, “ad hoc” approach by which many
international buyer—supplier relationships are established, includ-
ing the phenomenon of unsolicited export orders. Seen from the per-
spective of this heuristic, importers may not be acting irrationally if
overseas vendors are selected in this fashion; purchasing executives
may be choosing to skip rigorous, open bidding procedures in favor of
chance encounters, not so much because of the lack of organizational
or cognitive resources to conduct a thorough investigation, but be-
cause this “face-to-face” mutual probing may be perceived as a supe-
rior venue to gauge the prospect of getting along with key individu-
als, while simultaneously gaining insight of overseas vendors
capabilities and trustworthiness. Where the buyer can generate mul-
tiple “comfortable working together” scenarios as a result of infor-
mation gleaned from a fortuitous encounter, the more likely the
overseas vendor will be judged favorably. Hence, we propose,

Proposition 8: Overseas sourcing will show a higher incidence of ven-
dor selection based on the perceived compatibility between executives
of the two firms versus a compensatory decision.

As a consequence of recognizing the role that cognitive heuristics
may play in overseas vendor search and evaluation processes, we
propose a modified importer buying behavior model, as presented in
Figure 3.
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Figure 3 Heuristic-Guided Model of Importer Buying Behavior

In this descriptive model, as the overseas sourcing decision task
becomes more difficult and exceeds the bounds of rationality, import-
ers are more likely to engage in biased search efforts, where they
heavily rely on available information to guide their search of the
global vendor pool, instead of systematically screening and gather-
ing all information that provides a net marginal contribution to deci-
sion quality. Vendor choice, too, is more apt to be biased, resulting
from representativeness or simulation heuristic judgments, rather
than the objective evaluation of all relevant attributes and selection
of the top-ranked alternative.?

V. SUMMARY AND CONCLUSION
In summary, we have identified the implicit model of overseas vendor

search and evaluation extrapolated from domestic organizational
buying models and have identified circumstances that can make it

"This model applies mainly to the international sourcing tasks that fall beyond the rationality
bound in Figure 2. For those international tasks that are well within the bound, such as
straight rebuys from an established foreign vendor, or modified rebuys within an established
foreign sourcing country, the buyers may follow the rational choice approach as they do in
the familiar domestic markets.
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impractical, if not impossible to conduct the systematic search and
rigorous evaluation process required of “rational choices.” Drawing
on the premise that decision makers may willingly trade off between
decision quality and cognitive effort or be forced to make decisions
based on limited information, we have developed an alternate frame-
work for importer buying behavior that recognizes the role of judg-
mental heuristics. Summarizing the “big picture”:

Buying~ from an overseas vendor is a complex and uncertain process,
characterized by seemingly ad hoc referrals and inquiries, chance
meetings, and accidental discovery. How an overseas vendor is selected
is better conceived as a heuristic-guided search process, where infor-
mation gathering and decision making are intertwined, rather than as
a comprehensive and systematic choice process, where all options and
attributes are identified and evaluated simultaneously. A tradeoff is
made to simplify the task by following “rules of thumb” heuristics that
keeps the information gathering and decision making process within
the bounds of rationality.

Purchasing executives tend to exert less systematic vendor search
and evaluation in overseas procurement than is expected from the
rational choice framework. They appear to scan world markets
guided by the idiosyncracies of their existing cognitive maps and
make more subjective judgments. However, such use of heuristics
may not be irrational but intelligent responses to cope with the com-
plexity and uncertainty that is inherent in international sourcing
decisions.

Implications and Directions for Future Research

One major theoretical implication that can be drawn is that we can
expect considerable variation among importers’ information search
and evaluation behavior when they make overseas sourcing deci-
sions, which reflects the compromise between decision quality and
cognitive effort. Instead of always seeking to select the best vendor,
importers may deem satisficing to search for “a good enough vendor,”
a more pragmatic solution under many circumstances. Such a deci-
sion may not be irrational—but instead may be symptomatic of a
desire to jointly minimize two forms of procurement costs. In particu-
lar, this behavior may reflect an attempt to balance opportunity costs
(i.e., the consequences of making a wrong decision, e.g., higher prod-
uct costs, deficient product quality or vendor performance) versus the
information costs (including both acquisition and processing costs)
necessary to make the sourcing decision.

Several research directions can be suggested. From a cognitive
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perspective, research is needed to determine the relative priority
between decision quality and cognitive effort, that is, the determi-
nants of boundary conditions in international business decisions be-
sides task difficulty. Other factors to consider for conceptual develop-
ment and empirical research include the impact of importers
procurement goals (e.g., cost reduction, technology transfer, strateic
alliance formation), the significance of the particular procurement
(e.g., item importance, dollar amount of requirements), corporate
strategies (e.g., degree of multinational operations, commitment to
global sourcing) and structure (e.g., degree of decision centralization,
systems in use (MRP, JIT, etc.), whether a buying center is involved
(and the accountability and reward system), corporate resources
available to the sourcing tasks, including human resources (such as
quality of purchasing staff (e.g., size, training, and experience), trade
association membership and other existing linkages to cross-border
networks), technological resources (e.g., computing and communica-
tion equipments, purchasing application software, decision support
systems, availability/access to relevant databases, internet access),
and other factors relevant to the bounds of rationality (e.g., time
constraints).

Furthermore, we have addressed only three of the judgmental
heuristics that have been identified by cognitive psychologists and
proposed their relevance in the context of overseas sourcing deci-
sions. There is need to examine other heuristics in importer buyer
behavior and develop a more complete delineation of the boundary
conditions which may trigger the use of particular heuristics or com-
binations in importing purchasing decisions.

From a procurement perspective, as our review of the literature
has revealed, there is a paucity of research in the area of internation-
al organizational buying behavior. Although much procurement re-
search has been conducted by scholars in the field of operations,
logistics and inventory management, their focus has largely been
normative, that is, “how to” guides for purchasing executives, rather
than examining actual behavior.

Equally important are the performance implications. While the
use of heuristics enable purchasing managers to cope with complex-
ity and uncertainty, it also leads to systematic errors. If importers
are indeed taking a contingent approach to their overseas sourcing
decisions, the obvious question is how do we determine the extent
and severity of overseas sourcing “mistakes”?

Managerial Implications

Several managerial implications also emerge from this re-conceptu-
alization of overseas vendor choice. From the perspective of import.-
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ers, a note of caution is in order. The “siren’s call” of the availability
heuristic is that it simplifies the task, but with it also comes a signif-
icant margin for error. Since decisions are made on “available” infor-
mation only, the search process is necessarily incomplete, often bi-
ased, and heavily influenced by one’s existing knowledge stock and
perceptions. In effect, decision makers using the availability heuris-
tic are trading off comprehensiveness and greater objectiveness for a
riskier, albeit less burdensome, search effort. Similarly, the advan-
tage of basing vendor judgments on representativeness and simula-
tion is that they can enable decision makers to avoid the enormous
information processing demands inherent to the rational choice mod-
el. Consequently, this biased decision process is apt to miss selecting
the best overseas vendor in many instances.

For exporters, recognizing that vendor selection outcomes are of-
ten not the result of systematic search and evaluation processes, a
critical concern is to anticipate the “search path” of one’s counter-
part, i.e., the settings (time, places, and occasions) where targeted
buyers will tend to conduct their search. If importers’ vendor
searches are based to a great extent on available information and
conducted via personal networks, then the way for exporters to im-
prove their targeting effectiveness is to improve their own knowledge
of these networks so that they become more “searchable.” For start-
ers, examining call reports and picking the brains of the sales staff
will help determine whether particular firms {(e.g., present custom-
ers, trading companies, export/import brokers, etc.) have repeatedly
referred business. Armed with this information, additional feedback
can be obtained from key individuals at these firms (either individu-
ally or perhaps in focus groups) to identify new foreign markets or
prospective customers to pursue.

Another critical aspect is to recognize that, under certain circum-
stances such as when the bound of rationality is exceeded, actual
vendor choice may result from the criteria and evaluation ap-
proaches that are different from those assumed under the rational
choice framework. Where importers simplify the formulation of the
sourcing problem, then, export strategy should be formulated to re-
spond to this simplified heuristic model. For example, if importers
make their vendor choice based on their perceptions of representa-
tive “good vendors,” exporters will need to determine the nature of
these perceptions and examine the consistency of the image projected
by their firms. It is also likely that these perceptions of good vendor
will vary across countries.

It should be noted that the framework and research propositions
developed in this article are based on an interdisciplinary literature
review and field interviews. Yet to be determined is how wide spread
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is the use of heuristics in overseas sourcing decisions, and the full
range of boundary conditions that trigger this phenomenon. We hope
that this article will serve as the impetus for thoughtful debate,
further conceptual development, and empirical research in this arca.
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