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This study investigates management control systems in retailing and examines how they connect to retail
buyers’ behavior strategies and retail performance. We test hypotheses with a structure equation mod-
eling (SEM) based on survey data from 149 merchandising division heads at Japanese supermarkets. The
results reveal that outcome-based control promotes buyers’ price negotiation orientation while behavior-
based control encourages buyers’ innovative behavior orientation. Moreover, both of these distinct behavior
strategies yield greater retail performance. This study contributes toward the development of a gener-
alized model of how retailers can manipulate buyers’ behavior strategies from the management perspective
by applying organizational control theory in the field of retail buying.

© 2016 Australian and New Zealand Marketing Academy. Published by Elsevier Ltd. All rights reserved.

CHINESE ABSTRACT

XIS T B AR IR GE, I TR S R4S R BT R SR A B L 4 2 (R AR AE 4
BRI R, FRATHET R B 14907 B AR 0945 8 3801 F 483 M R A BRI T — D a5 BB (SEM) KRS
TRUGIEAT THRUE, 45 REH], FET 45 R b ISR RIS BAT A UM IR A S5 MR TAT R il Oy i
DU iR BLAT A BABIHT N 32 S AN, SRR AR ] AT A S Eh A AR B A i 2 L S, X U 5T Bl
TIT R A3 FH A TR A AR ok 2 8 A ] 4 Ok Rz ) 2 SR g L A e 14y AL 242 Tl B30 e I IR 48R
Wiy B BOAT A9 R

© 2016 Australian and New Zealand Marketing Academy. Published by Elsevier Ltd. All rights reserved.

1. Introduction

Understanding retail buyers’ behavior and decision-making
process have been long-standing goals in retail strategy (Manjeshwar
et al., 2013). Retail buyers play a pivotal role as gatekeepers for con-
sumers (Sternquist, 1994), which largely determine a firm’s sales
and profitability. Since the buying tasks and processes are unique,
highly complex, and impossible to imitate as they are unobserv-
able to competitors compared to store activities, these can be
considered a particular source of capability development in retail
strategy.

However, the knowledge of retail buying still remains obscure
at best. Despite significant advances in our understanding of retail
buyers’ behavioral characteristics and decision-making, previous
studies largely focus on the buying process (Hansen and Skytte, 1998;
Johansson, 2001; Sternquist and Chen, 2006) or, investigate a spe-
cific part of the buying process, such as buying criteria and/or
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individual characteristics (da Silva et al., 2002), basis of informa-
tion and judgment (Insch et al., 2011), supplier relationship
management (Munnukka and Jarvi, 2015), and cultural/national dif-
ferences (Johansson and Burt, 2004; Manjeshwar et al., 2013; Skytte
and Bove, 2004). Yet there is a lack of research into how to control
retail buyers from the standpoint of management control.

To address this, we draw from organizational control theory to
examine retail buyers’ management control systems, which repre-
sent an organization’s set of procedures for monitoring, directing,
evaluating, and compensating employees (Anderson and Oliver, 1987,
p. 76). This perspective aims to investigate optimal control system
design and its impact on employee capabilities, performance, and
organizational effectiveness (Cardinal et al., 2004; Eisenhardt, 1985;
Liu et al., 2014; Ouchi, 1979). Generally, control system design occurs
along a continuum ranging from outcome-based to behavior-
based control.

Management control systems are essential when pursuing or-
ganizational goals and objectives. Thus, while most studies tend to
adopt the perspective of sales management across industries (Baldauf
et al., 2005), this concept has been widely applied in different con-
texts, such as organizational buying (Anderson and Chambers, 1985)
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and inter-firm relationships between buyers and sellers (Ju et al.,
2011). Surprisingly, despite the significant, diverse roles retail buyers
play (Fiorito et al., 2010), very few studies have examined retail buyer
management in terms of directional motivation (Keaveney, 1995),
creative behaviors (Ganesan and Weitz, 1996), cooperative nego-
tiation (Pullins, 2001), and relationship continuity with suppliers
(Kim and Takashima, 2014). However, findings from these studies
provide profound insights into the present study that seeks to
develop a generalizable model of retail buyer control systems.

In this context, this study aims to examine retail buyer control
systems in retailing, and analyzes how this is connected to retail
buyers’ behavior strategies and retail performance. To this end, we
first develop a theoretical model that draws relationships between
the two management approaches in terms of outcome-based and
behavior-based control and retail buyers’ different behavior strat-
egies. For buyers’ behavior strategies, we explore two theoretically
relevant constructs, price negotiation orientation and innovative be-
havior orientation, which have been considered typical behavior
strategies in retail growth (Burt and Sparks, 2003). Second, we in-
vestigate the retail performance implications of these two distinct
behavior strategies in terms of retail capability and sales growth.

This study offers three key contributions to the literature. First,
drawing on organizational control theory, we develop a theoreti-
cal model of retail buyer control systems that improves our
knowledge of how retailers can manipulate their buyers’ behavior
strategies to increase organizational effectiveness from the retail
buyer management perspective. Second, this study responds to
calls for research into how retailers can encourage their buyers’
innovation, which is significant but still unanswered. Third, we
suggest that an optimal control system design depends on the
managerial objectives for purchase-related tasks in managing firm
performance.

2. Theoretical framework

Retailers can achieve long-term survival by emphasizing price
component such as cost advantages to achieve low prices with high
margins and/or non-price component such as innovative behavior
to create differentiation (Dawson, 2000; Hansen, 2009; Hristov and
Reynolds, 2015). However, considering that retail competition has
become globally fierce, choosing among the alternatives is not always
a matter of choice. This pressure drives retailers, irrespective of size
and whether it is a domestic or global firm, to simultaneously pursue
both options on the growth spiral (Burt and Sparks, 2003).

Retailers are therefore strongly motivated to understand how best
to manage their buyers to improve organizational effectiveness.
However, there is little research into retail buyer management.
Indeed, it has become a critical challenge for retailers to optimize
their management control systems based on retail buyers’ behav-
ior strategies.

Earlier studies suggest that retail buyer behavior and firm per-
formance depend on how buyers are motivated and their activities
evaluated (Baldauf et al., 2005; Cardinal et al., 2004; Evans et al.,
2007; Liu et al., 2014). On the basis of the difference between mo-
tivation and measurement, the design of control systems is
characterized as a continuum ranging from outcome-based to
behavior-based control (Anderson and Oliver, 1987; Oliver and
Anderson, 1994, 1995).

Outcome-based control is an approach measuring simple ob-
jective result indicators such as sales and profits. This approach
provides individuals with discretionary authority while maintain-
ing their responsibility for the outcomes. Accordingly, salaries and
incentives are easily adjusted depending on individual perfor-
mance. In contrast, behavior-based control subjectively measures
a diverse group of behavioral indicators with frequent monitoring
and instructions for activities to ensure that individuals perform the

desired activities appropriately. Generally, an individual buyer is not
responsible for the outcomes and receives a fixed salary.

The first style is closer to the doctrine of a laissez faire while the
second is characterized by interventionism. In reality, as each method
is a double edged sword depending on the situation (Oliver and
Anderson, 1995), retailers compare these methods to design con-
trols that best suit their buyers to achieve specific goals.

To understand the choice between the two methods, earlier
studies provide explicit principles in terms of outcome measur-
ability and process knowledge (Anderson and Oliver, 1987;
Eisenhardt, 1985; Ouchi, 1979). Outcome measurability repre-
sents the ability to measure outcomes accurately and completely.
Process knowledge refers to the ability to transform information
and knowledge into actionable strategies to achieve desired
outcomes, also called task programmability or knowledge
transformation.

Based on this principle, there are four options guiding the design
of management control systems in retailing. First, when adequate
measures of outcomes are available and process knowledge is known,
both outcome-based and behavior-based controls are appropri-
ate. Second, outcome-based is appropriate if adequate measures of
outcomes are available but process knowledge is unknown. Third,
if adequate measures of outcomes are unavailable but process knowl-
edge is known, behavior-based control is a feasible option. Fourth,
when adequate measures of outcomes are unavailable and process
knowledge is also unknown, clan control is appropriate.

However, despite the explicit principle classifying control systems,
this framework has drawbacks for retail buyer management. Crit-
ically, this framework is unable to respond to differing managerial
objectives in terms of time horizons and cross-functional (or in-
terdepartmental) communication.

First, retail managers usually supervise diverse behaviors and ac-
tivities according to the unique, complex nature of retail buyer roles.
Buying tasks can be categorized as analyzing past sales and pro-
motions, planning financial budgets, vendor planning and
negotiations, initiating marketing plans, and training and develop-
ing staff as well as selecting and pricing merchandise (Fiorito et al.,
2010). In terms of time horizons, management may have short or
long term objectives (Darmon and Martin, 2011). This point of view
suggests the need for a broader conceptual model of control systems
by emphasizing performance over some period of time.

For example, sales, profit/profit rate, and inventory are the ob-
jective measures, while responsiveness and information-sharing
through supplier relationship management represent subjective in-
dicators for retail buyers (Hansen, 2009). The former measures
represent typical results indicators for short-term objectives. The
latter can be generally considered as long-term objectives. In terms
of time horizons, outcome-based control will be chosen when man-
agers motivate and measure their buyers to achieve short-term
objectives. In contrast, managers will select behavior-based control
when pursuing long-term objectives. Thus, it is anticipated that the
optimal control system design will vary by the managerial obje-
ctive’s time horizons.

Second, knowledge-based control underpinned by information
sharing is vital to achieving greater performance (Matsuo, 2009).
In retailing, managers need to bridge between individual buyers in
the merchandising division, especially when multiple buyers are re-
sponsible for the same product categories. More importantly,
considering retail organizational structure, we argue that cross-
functional communication linking merchandising (buying phase)
and store division (selling phase) is required to improve special-
ized knowledge.

In this context, it is important that managerial objectives include
cross-functional communication (Takashima, 2004), which has been
largely overlooked in the control systems literature. To this end, man-
agers should intrinsically motivate their buyers to encourage
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