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It is increasingly recognized that progress can be made in the development of integrated theory for under-
standing, explaining and better predicting key aspects of buyer-seller relationships and industrial networks
by drawing upon non-traditional research perspectives and domains. One such non-traditional research per-
spective is stochastic modeling which has shown that large scale regularities emerge from the individual in-
teractions between idiosyncratic actors. When these macroscopic patterns repeat across a wide range of
firms, industries and business types this commonality suggests directions for further research which we pursue
through a differentiated replication of the Dirichlet stochastic model. We demonstrate predictable behavioral
patterns of purchase and loyalty in two distinct industrial markets for components used in critical surgical pro-
cedures. This differentiated replication supports the argument for the use of stochastic modeling techniques in
industrial marketing management, not only as a management tool but also as a lens to inform and focus research

towards integrated theories of the evolution of market structure and network relationships.

© 2013 Elsevier Inc. All rights reserved.

1. Introduction

When asked why he robbed banks, Willie Sutton, a notorious bank
robber, is reputed to have replied by saying “that's where the money
is”. The saying still resonates as an injunction to heed the most likely
explanation. Indeed, physicians are taught “Sutton's Law” as a warn-
ing to seek the most likely diagnosis first' (Chang, 2009).

What lessons does “Sutton's Law” have for developing and integrat-
ing theory in industrial marketing management research? The search
for a valuable contribution should start in the areas where that contri-
bution is most likely to be found — to look for the banks. General theo-
ries seek to integrate middle level theories in order to explain a wide
range of behavioral phenomena, independent of context (Hunt, 1983).
This paper argues that well-established empirical regularities provide
a starting point for integrating theory and form a solid foundation for
higher level explanation — that is, they show us where the banks are.
The observation of empirical patterns is an opportunity for guiding fur-
ther research in order to uncover causal mechanisms and to “delve into
the underlying processes so as to understand the systematic reasons for
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a particular occurrence or non-occurrence” (Sutton & Staw, 1995, p. 378).
When those same patterns are repeated in different contexts, industries,
firms and relationships, then we have the basis for integrating the causal
mechanisms over these different situations.

While it is entirely possible that similar empirical patterns may
arise from completely different causal mechanisms in different con-
texts, we argue that the most likely solution starts from the assump-
tion that similar phenomena have similar generative mechanisms and
that integrated general theory is most likely to emerge from a research
program guided by a common understanding of the ‘explananda’ and
the nature of the theories that provide the explanations.

The early Industrial Marketing and Purchasing (IMP) research is
an excellent example of “Sutton's Law” in action. The original IMP re-
searchers first located their bank — the emerging body of empirical
evidence indicating the existence of stable long term relationships
between individually significant buyers and sellers (Hikansson &
Wootz, 1979). The empirical evidence arising from a study of al-
most 900 buyer-seller relationships across five European countries
(Cunningham, 1980) provided the starting point for the research
which resulted in the interaction approach (Hakansson, 1982) which
in turn became the “most likely solution” at the heart of the IMP re-
search program. As more researchers adopted the IMP approach, the
theory became broader and deeper but at its heart it retains the princi-
ples of the interaction approach and the associated assumptions about
the nature of buyers and suppliers and their network relationships
(Ford & Hdkansson, 2006).
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In a similar manner, stochastic theories of consumer choice have
emerged to describe, model and explain regular patterns of buyer be-
havior. Such patterns have been observed across a wide range of con-
sumer markets, from packaged goods to durables (Uncles, Ehrenberg,
& Hammond, 1995). Applied to organizational markets, established
consumer modeling techniques can provide insights into the dynamic
nature of the portfolio of relationships between buyers and suppliers.
Analysis of the exchange behavior in multiple buyer-seller relation-
ship dyads detects patterns of structural change and provides a mar-
ket “norm” against which to benchmark individual relationships (Gadde
& Mattsson, 1987). However, previous studies have focused on multiple
category suppliers to a single focal firm (Dubois, Gadde, & Mattsson,
2003; Kamp, 2005). In contrast, the analysis in this paper presents a
study of multiple buyers and suppliers operating in a single category,
demonstrating the power of analysis of the macroscopic patterns of be-
havior to identify and interpret structural changes and the impact of
these changes on individual buyer-supplier relationships.

This paper argues that in addition to describing emergent aggre-
gate behaviors in an organizational purchasing context, the use of
such models can direct further research and development of theory
to explain behavioral phenomena that repeat across firms, industries
and business types. We present two empirical examples that use a
stochastic model to analyze behavior in public healthcare procure-
ment. Our approach is to compare the patterns predicted by the cho-
sen stochastic model with actual purchasing behavior. Different forms
of market structure are characterized by different observed purchas-
ing patterns, informing and guiding further research to help to uncov-
er the structures and generative mechanisms that help explain the
observed phenomena. The deviations between the model predictions
and the observed behaviors can also be interpreted in terms of the as-
sumptions underlying the stochastic model; this in turn provides insights
into the nature of interactions in industrial markets. Our approach helps
to address the problem of limited progress in attaining theoretical unity
in the understanding of buyer-seller relationships and industrial net-
works through the use of a stochastic model as an integrating mechanism
for theory development.

The paper is structured as follows. Following this Introduction, we
provide an explanation of how purposeful empiricism helps integrate
theory and hence “contributes to general theory development in indus-
trial marketing research” (Peters, Pressey, Vanharanta, & Johnston,
2013).

In Section 2.1 we present a brief overview of the NDB-Dirichlet
stochastic model (subsequently referred to as the Dirichlet) before ex-
amining in Section 2.2 how its core assumptions can be interpreted
within a context of extended networks of long term interorganizational
relationships in business-to-business markets (subsequently referred
to as the markets-as-networks approach). Within this section we indicate
how the Dirichlet provides a theoretical lens through which to view any
market, focusing attention on large scale regularities that repeat across
different contexts and so contributing to the goal of “attaining theoretical
unity” in our understanding of buyer-seller relationships (Peters et al.,
2013).

Two empirical examples are presented in Section 3 illustrating how
the large scale patterns predicted by the Dirichlet provide a mechanism
to describe market structures that can be discussed in terms of relation-
ship interdependence and connectedness. The empirical data are taken
from a three year longitudinal study of purchasing surgical consumables
in a public sector collaborative procurement organization. The study
identifies two management interventions designed to influence pur-
chasing behaviors, one initiated by a supplier and the other by the pur-
chasing organization. The analysis of the purchasing patterns before,
during and after these interventions provides valuable insights into mar-
ket making and the extent to which purchasing patterns can be changed
within the constraints of an established network of relationships.

Section 4 discusses how the observation of regular patterns of pur-
chasing behavior, and just as importantly, deviations from these regular

patterns can direct further exploratory and explanatory research to un-
cover the underlying portfolio of relationships, structures and genera-
tive mechanisms that give rise to the regular patterns, representing
the purposeful empiricism in the paper's title. In contrast to blind empir-
icism and the development of theory in isolation, this purposeful empir-
icism directs the development of theory towards explaining empirical
regularities that are replicated across different firm, business and indus-
try contexts, with an increased likelihood of developing more unified
theoretical understanding.

The paper proposes using the large scale regularities described by
the Dirichlet as a guiding structure to direct and integrate further re-
search. If phenomena repeat across different business contexts, the
most likely explanation is that the phenomena have similar underly-
ing mechanisms, thereby providing a basis for more general theory.
The paper makes three contributions to the industrial marketing re-
search literature. First, we present a highly differentiated replication
of the Dirichlet in an organizational market where the patterns of
buyer-supplier interaction are dynamic. Our second contribution is
to show how the theoretical benchmarks predicted by the Dirichlet
can deliver insights into changing market structures and thereby iden-
tify changes in the network of relationships. Our third contribution uses
the empirical examples to demonstrate how the Dirichlet model pro-
vides a theoretical lens to focus analysis on specific situations. In partic-
ular, deviations from the Dirichlet benchmarks point to violations of the
Dirichlet assumptions which in turn can direct analysis towards the un-
derlying reasons for why the assumptions may not hold in specific
circumstances.

2. With purpose — towards integrated theory

Theory provides explanation, demonstrates interconnectedness
and posits causal mechanisms for observed behaviors and structures
(Stewart & Zinkhan, 2006; Sutton & Staw, 1995). By extension, inte-
grated or general theory explains a wider range of observed behav-
iors and structures, in particular by unifying data and empirical findings
across different situations (for example, industry sector or business type)
(Stewart & Zinkhan, 2006). Replicating empirical research in different
contexts establishes boundary conditions for the findings and thus the
range of conditions over which the theory is expected to hold, where
the role of replication in the development of knowledge is succinctly de-
scribed by Hubbard and Lindsay (in press).

However, the idiosyncratic nature of business organizations and
their network relationships can make it difficult to select cases with
common characteristics. To overcome this limitation we propose that
the large scale patterns that emerge from the self-organizing behaviors
of individual actors are used as the basis for selection of relevant
research studies. If these patterns emerge in different situations, then it
is this commonality that suggests the relevance of the patterns for
directing further research (Downward, Finch, & Ramsay, 2002). Epstein
(2008) calls these large scale regularities “macroscopic explananda” and
describes how models that represent such patterns can capture
“qualitative behaviors of overarching interest”, thus informing the
conceptual foundations of their respective fields.

The approach used in this paper uses a stochastic model of the ob-
served regularities as a theoretical lens to focus the analysis on individual
actors and their relationships. As the regularities can be characterized by
a well understood theoretical model, the exceptions to the expected pat-
terns can be interpreted in terms of the explicit assumptions of that
model (Epstein, 2008).

With its emphasis on the utilization of actual purchase behaviors,
stochastic modeling has an inherently empiricist epistemology unlike
the predominantly realist and interpretivist epistemologies that inform
much industrial marketing research (Easton, 1995). It should be noted
that stochastic models provide mathematical representations of ob-
served phenomena rather than seeking causal relationships. As a mech-
anism for describing the “what” - the observed event, the stochastic
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