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(ABSTRACT)

Having pertinent information is a key to successful and
profitable apparel purchasing. Fashion apparel buyers use
information sources to obtain information on product
characteristics and on vendor reputation. The perceived
financial risk of the purchasing activity has been shown to
affect ratings of importance of the need for information. Few
studies have addressed how fashion apparel buyers evaluate and
react to perceived financial risk in their purchasing task. The
purpose of this study is to examine the impact of high and low
perceived risk on U.S. apparel buyers’ need for information
sources and for information on product characteristics and vendor
reputation variables during the apparel purchasing decision
making process. Data (N=110) were obtained from a random
sampling of apparel buyers listed in the Million Dollar Directory
(1995) . The questionnaire, administered through a mail survey,

contained two scenarios and demographic questions about the



buyers and their firms. Based on the scenarios, respondents
rated the importance of the need for information sources and for
information types.

Data were analyzed using matched pair t-tests, analysis of
variance with post-hoc tests, multiple regression, and Pearson
product moment correlations. Matched pair t-tests showed that
the respondents’ importance ratings for the information sources,
product characteristics, and vendor reputation variables varied
in the two risk scenarios. BAnalysis of variance results showed
that the need for the upper management and another buyer/peer
information sources and for information on consumer demand,
ability to meet specifications, and delivery reliability were
significantly more important than the other listed information
sources or types. Multiple regression analysis showed that the
ratings of a chance of a financial gain or loss were negatively
related to the firms’ store type in both scenarios and positively
related to the buyers’ experience in buying imported apparel in
the high perceived risk scenario. 1In the low risk scenario, the
buyers’ frequency of being confronted with such a scenario was
positively related to their rated chance of a financial loss or
gain. Pearson correlations revealed mostly positive correlations

between information sources and types of information.



The results of this study show that perceived financial risk
is an important variable in the apparel purchasing decision
making process. Overall, the importance ratings of information
sources and types of information are consistent with the findings

of related previous studies.
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CHAPTER I

INTRODUCTION

A fashion apparel buyer is a type of industrial buyer
who purchases fashion apparel from vendors to sell at retail
to the firm's target customer. Fashion apparel is a semi-
durable good affected by a volatile and fleeting product
life cycle. The apparel product life cycle is called the
fashion cycle. Change and obsolescence are inherent to the
fashion cycle. The volatility of fashion and the nature of
the fashion apparel buyer's purchasing task distinguish
fashion apparel buyers from other industrial buyers.
Differences were found in transaction costs and in the sizes
and channels of distribution of rival firms. The authors
hypothesized that uncertainty, caused by fashion, forced the
firms to adopt a flexible business stance that allowed them
to adjust to constantly changing apparel needs.

Mueller and Smiley (1995) list five factors that
collectively distinguish fashion from other goods: 1)

fashion requires imitation, 2) fashion is innovative, 3)



fashion is art, 4) fashion has dimensions of time and space,
meaning that the "in look" at any given time is a product of
a specific time and place, and 5) fashion is big business.
These factors are not all exclusive to fashion apparel;
however, when the entire list of factors is considered,
these factors do make fashion apparel unique. In addition,
Wagner, Ettenson, and Parrish (1989) stated that, whereas
most industrial buyers tend to purchase components to be
used in manufacturing, fashion apparel buyers purchase "end-
products." Fashion apparel buyers are expected to not only
control purchasing cost, but also to generate the firm's
profit through sales of the product.

When the aforementioned factors are combined with the
uncertainty of global apparel purchasing, fashion apparel
purchasing can be a risk prone venture. Buyers attempt to
control risk by evaluating the perceived financial risk
involved in a purchase. The current study asserts that
perceived financial risk is a mediating factor for the locus
of the purchase and that information sources and certain

types of information are utilized in evaluating risk. Many



studies have been completed on how "traditional" industrial
buyers evaluate risky choice; yet, few studies have
addressed how fashion apparel buyers evaluate and react to
perceived financial risk in their purchasing task.

Having pertinent information to counter perceived
financial risk helps to control potential purchasing perils.
Studies have shown that fashion apparel buyers use certain
information sources and information on vendor
characteristics and product characteristics to lower the
perceived risk in an apparel purchasing situation (Packard,
Winters, & Axelrod, 1983; Wagner, Parrish, & Ettenson,
1989). Anthony and Jolly (1991) found that, for retail
apparel buyers, the importance of information varied
according to the level of product uncertainty.

Both the Sheth (1973) and Webster and Wind (1972)
models provide frameworks for how industrial purchase
decisions are made, and they are widely cited in the
literature. However, apparel buying does not lend itself to
either model and attempts to use Sheth's and Webster and

Wind's models in apparel related studies have yielded mixed



results. Fashion apparel buying may be different from
industrial purchasing due to two factors: the nature of the
fashion industry (Caves and Rosen, 1982), and the nature of
the product. Francis and Brown's (1985-86) study revealed
differences between apparel buyers and appliance buyers.
Apparel buyers were involved in new-task purchasing and more
concerned with styling, steady source of supply, delivery,
quality and price in their purchasing decision. Fashion was
implied as a mediating variable that affected the apparel
buyer's purchasing, vyet had little if any effect on
appliance buyers.

Research has shown that perceived risk affects the
purchasing behavior of industrial buyers. The literature
suggests that much of how a decision is made hinges on the
apparent or perceived risks of the transaction. Little
published research has pertained to how fashion apparel
buyers address perceived risk during apparel purchasing
decisions. The work that does exist in this area has not

adequately controlled for the variances in perceived risk



levels and seems to assume that the variable's effect is
consistent, regardless of magnitude.

The Fashion Apparel Buyer Purchasing Model (FABPM),
developed as the framework in the present research, outlines
the steps that an apparel buyer completes during the apparel
purchase decision making process. Apparel purchasing is
defined as the sequence of procedures to obtain fashion
apparel from sources external to the firm. The model bridges
the gap, for apparel buyers, between the Sheth (1981) and
Cravens and Finn (1983) models of retail buyer purchasing
behavior; those models are general and do not adequately
address the buying practices of fashion apparel buyers.
Another strength of the FABPM is that it treats perceived
financial risk as a dynamic variable and incorporates the
use of information sources and information to reduce risk in
decision making. The FABPM provides a framework that
educators can use to train future professionals in the
fashion apparel buying field and expands the knowledge base

of fashion merchandising.



Fashion apparel buying is a dynamic process that must
be understood and explained if theory is to advance in this
area. Perceived financial risk is an important construct in
fashion apparel retail buying. Fashion apparel buying is a
choice making process. Every choice has risks associated
with it. Better decisions can be made when the risks
involved can be explained and understood. The fashion
apparel retail field would benefit from research that
explains how buyers assess financial risk, then use
information sources and information to reduce risk.
Scholars could use the results of this study to construct
more meaningful models that explain the dynamic nature of
fashion apparel buyer behavior. Finally, fashion apparel
retail firms and educators could use the results of this
study as a guide for the development of training materials
that could help apparel buyers to be more productive in
their apparel purchase acquisitions.

The uniqueness of fashion apparel purchasing in
comparison to other industrial buying, the lack of research

on the effect of financial risk on fashion apparel



retailing, and the lack of research on fashion apparel
buyers' purchasing behavior point to a research need being
addressed in this study. The purpose of this study is to
examine the impact of high and low perceived risk on U.S.
apparel buyers’ financial risk assessment and on the
relationship for the need for information sources, product
characteristics and vendor reputation information during the

apparel purchasing decision making process.



CHAPTER II

REVIEW OF LITERATURE

The purpose of this study is to examine the impact of
high and low perceived risk on U.S. apparel buyers’
financial risk assessment and on the relationship for the
need for information sources, product characteristics and
vendor reputation information during the apparel purchasing
decision making process. The literature pertinent to this
study is presented as follows: (1) fashion apparel buyers,
(2) fashion apparel firm organizational structure and
behavior, (3) organizational buyer behavior, (4) industrial
decision making and information sources, (5) conceptual
issues in buying behavior research as related to the fashion
industry, (6) perceived risk, (7) conceptual issues of
perceived risk as applied to fashion apparel buyers, and (8)
relationship between perceived risk and industrial buyer

behavior.



Fashion Apparel Buyers

In the vast body of industrial purchasing literature,
few studies have examined the fashion apparel buyer's
apparel purchasing behavior. Therefore, little empirical
information is available about this dynamic business
activity.

A fashion apparel buyer is a type of industrial buyer
who purchases fashion apparel from vendors to sell at retail
to the firm's target customer. Barry (1988) stated, "The
objectives of any fashion merchandiser are to fulfill the
‘five rights’, i.e., to sell the right merchandise, at the
right price, in the right quantity, at the right time, and
in the right way" (p. 101). Wagner, Ettenson, and Parrish
(1989) stated two differences that distinguish fashion
apparel buyers from other industrial purchasers. Whereas
most industrial buyers tend to purchase component parts to
be used in manufacturing a future product, fashion apparel
buyers purchase "end-products.” Additionally, most
industrial buyers are expected to only control cost in their

purchasing. Fashion apparel buyers are expected to not only



control purchasing cost, but also to generate the firm's

profit.

Fashion Apparel

Fashion apparel is a semi-durable good impacted by a
volatile and fleeting product life cycle. The apparel
product life cycle is called the fashion cycle. Change and
obsolescence are inherent to the fashion cycle. Apparel
change is seasonal and dependent upon the current fashion or
mode of dress. Though stylistic changes normally occur on a
seasonal basis, tastes may shift abruptly. Taste changes
have the potential to make a garment obsolete in a very
short time span. Mueller and Smiley (1995) list five
factors that distinguish fashion from other goods:

1) fashion requires imitation, 2) fashion is innovative, 3)
fashion is art, 4)fashion has dimensions of time and space,
meaning that the “in look” at any given time is a product of
a specific time and place, and 5) fashion is big business.

These factors are not all exclusive to fashion apparel;

10



however, when the entire list of factors is considered,

these factors do make fashion apparel unique.

Fashion Apparel Firm Organizational Structure and Behavior

Organizational structure has a direct effect on the
type of buying a firm completes. Organizational structures
are usually operationalized by an organizational chart of
the different positions and chain of command in an
organizational unit. Many retail organizational structures
are developed according to a plan suggested to the National
Retail Federation in 1927 by Paul Mazur. This format has
come to be known as the Mazur Plan. Mazur divided the
functions of a retail organization into four units or
divisions: 1) merchandising, 2) store management, 3)
publicity, and 4) control. Each function has its unique set
of duties and responsibilities. The merchandising function
is of interest to this study because the merchandising
function encompasses the buying component of a retail firm

(Clodfelter, 1993).

11



It is important to note that a retail organizational
structure is the product of the store's size and
orientation. Clodfelter (1993) uses the concept of
departmentalization as a moderating variable that determines
the retail store organizational structure.
Departmentalization is the dividing of the store's
activities into functional units. Clodfelter (1993)
suggested three categories of departmentalization,
functional, geographic and product line, as plausible units
for planning an organization's structure.

Clodfelter's (1993) conceptualization is similar to
Mazur's plan; however, Clodfelter's groups have been
developed to address the concerns of the apparel buyer.

Both Clodfelter's and Mazur's organizational structures are
useful for identifying at what level the buying function
takes place in the apparel retail firm. Both plans
graphically depict the chain of command in the buying
function, and expanded models of either plan can be
developed to encompass all of the job titles involved in the

buying function.
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In a study that examined uncertainty and effective
scale economies in the women’s outerwear industry, Caves and
Rosen (1982) found that the industry was not oriented like
others. Differences were found in effective scale
economies, location patterns and the size distribution of
rival firms. The authors postulated that uncertainty, caused
by fashion, forced the firms to adopt a flexible business
stance that allowed adjustments to changing apparel needs.

In developing a theoretical foundation for her model of
fashion apparel firm behavior, Kunz (1995) described the
fashion apparel firm’s behavior as evolving from economic
and behavioral theories. The profit objective of the
fashion apparel firm developed from economic theory. The
necessity to satisfy the target customer’s fashion apparel
needs provided behavioral motives. Kunz (1995) further
relates Theory X and Theory Y management style influences on
the fashion apparel firm. Kunz uses this information to
develop an apparel firm behavioral model that explains the
interactions and interdependencies of the fashion apparel

firm.
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Fashion Apparel Store Types

According to Clodfelter (1993), fashion apparel
retailers are classified by a number of factors which
include the physical store size, number of employees and the
types of merchandise sold. Stores are grouped mainly
according to the following organizational types: specialty
stores, chain stores, department stores, off-price stores,
discount stores, mail-order stores, and electronic shopping
networks. Retailers may or may not have establishments
where goods are displayed and consumers visit to shop and
purchase. Several large fashion apparel retailers encompass
several or all of these retailing venues, and the general
categories are not mutually exclusive as the distinction
between store types has blurred.

Specialty Stores

A specialty store sells a highly focused selection of
apparel to a targeted group of customers. The target
customer group is usually derived from demographic variables
such as age, sex, and income and/or psychographic variables

such as lifestyles or attitudes. Most specialty stores are

14



small; however, they can be large. Two well-known specialty
stores in the U.S. are Ann Taylor that caters to upwardly
mobile professional women and Saks Fifth Avenue that caters
to the affluent.

Chain Stores

A chain store sells apparel items to consumers
distributed across a large geographic area. Chain store
apparel is usually designed for mass consumption so the
apparel items tend not to be fashion forward. Two well-

known chain stores are Sears and Montgomery Ward.

Department Stores

A department store sells apparel items predominantly
targeted toward middle class consumers. Department stores
divide their merchandise into the two major categories of
hard and soft goods, and the merchandise is presented in
departments. A department store often employs at least 25
people. Department stores distinguish themselves from other
apparel retailers by focusing not only on apparel, but also
on the store's shopping environment and customer service.

Two well-known department stores are Macy's and J.C. Penney.

15



Off-Price Stores

An off-price store sells apparel items targeted to
customers who are "bargain conscious.” Off-price retailers
sell merchandise that has been discarded by other retailers
because the merchandise is second quality, old, or an
overrun. The apparel carried in off-price stores tends to
be composed of odd-lots. Two well-known off-price retailers
are T.J. Maxx and Marshalls.

Discount Stores

A discount store carries a wide range of goods and
sells discounted goods to "cost conscious" consumers.
Discount stores sacrifice store ambience and customer
service in exchange for lower priced apparel. Discount
store apparel usually is less fashionable than in other
types of stores. Two well-known discount stores are Wal-
Mart and K-Mart.

Mail-Order Stores

A mail-order store sells apparel to customers through a

catalog for the customer to order apparel. Most mail-order

16



stores do not operate other types of apparel retail stores.

Two well known mail-order stores are Spiegel and L.L. Bean.

Outlet Stores

Outlet stores are "retail clearing houses .” They
began as a mechanism for apparel manufacturers and retailers
to sell overproduced, dated, and second quality merchandise
at reduced cost to consumers. However, as the popularity of
outlets has risen, apparel manufacturers and retailers have
increasingly offered first quality merchandise that has been
specifically manufactured for the outlet. Some well known
outlets include Vanity Fair, Liz Claiborne, Ralph Lauren,
and Nordstrom's Rack.

Electronic Shopping Networks

Electronic shopping networks sell apparel to consumers
via televised broadcasts or some other electronic platform,
and they generally do not operate apparel retail
establishments. Electronic shopping is in its infancy and
few firms compete in this arena. QVC, America On Line,

CompuServe, and Prodigy are pioneer firms in this category.
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