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Abstract

A considerable part of marketing services of orgamons are externally supplied. Although a

large spend category, these services still poskealgas from a purchasing perspective. One
particular indicator in this context is the low alvement of purchasing during the sourcing

decision process. In this paper, reasons for this ihvolvement are analysed for both the

marketing and purchasing sides. The underlyingmate is that there are potential conflicts

between the two departments, which have to be Itota the surface before a suitable

solution can be found. The degree of marketingipasimg integration is explored, then

barriers to integration are analysed. A researctiahis presented, and hypotheses for further
empirical investigation are brought forward.
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Introduction

A firm’s purchasing department can add value asait help to ensure funds are spent
properly, improving the quality of the services ghased and saving time and money (Ellram
and Birou, 1995; Leenders et al.,, 2002; Mendez Bedrson, 1995; Murray, 2001),
consolidate spend, avoid fragmentation, and by guchide one face to the supplier market
(Londsdale and Watson, 2005).

Companies are relying on an increasingly largeresbé externally supplied services, which
often account for more than half of the companpsral (Cox et al., 2005; Bales and Fearon,
1995; Smeltzer and Ogden, 2002). In fact, the whedearch field on purchasing services, or
more specifically business services (Van der Va&lignstra & Axelsson, 2005), is hardly
developed (Axelsson & Wynstra, 2000). Although sorakiable insights have been gained
regarding the business to business (B2B) purchasirgpods, the academic knowledge of
B2B purchasing of services is limited at the mon{&namer et al., 2005; Farrel & Schroder,
1996; Roth, Money & Madden, 2004; Axelsson & Wyas&000).

Empirical studies show that marketing is one of tinest significant external services spend
categories, but is currently under-managed by @sidg (CAPS Research, 2003b). There is a
lack of appreciation of the benefits associatedhwiter-functional collaboration (Williams,
Giunipero and Henthorne, 1994). The main decisiooscerning contract negotiations,
contracting and monitoring agencies are done by n@magement in collaboration with
marketing and advertising, with hardly any integmatof the purchasing department (West,
1997). The current involvement of purchasing durihg sourcing decision process varies
with the respective sub-category of marketing e According to one source, in “Sales
Promotion” the purchasing department is involvedyprox. 48 % of the cases, in “Market
Research” in approx. 28 %, in “Graphics” in apprg8. % and in “Advertising” in approx.
20% of the cases (West, 1997).

One interesting point regarding this integratioscdssion is the different perceptions of
purchasing and marketing representatives. Whileone study 50 % of the purchasing
employees indicated that they would be integratethé agency selection process, only 20 %
of the marketing employees had the same impreg¢3aimson, 2005).

Due to evading purchasing department involvemergam be assumed, that the value gains
that can be associated with purchasing departmegalvement (Leenders et al., 2002) are not
fully leveraged in this category. One aspect ist tihagmentation can become a serious
problem and often arises because a purchasingtdegdis internal client has preferences for
particular products of particular suppliers (Lodsdand Watson, 2005), a problem also
recognized in the marketing context (Edwards, 1988)such fragmentation could currently

lead to ignoring the lever of a consistent appraaalards suppliers.

In this context, we set out to shed light onto ¢hparticular research questions:
1. How can the degree of involvement be defined?
2. Which barriers prevent high degrees of involvement?
3. Do these considerations differ significantly foffelient sub categories?

The paper is organized as follows. In the nextigecthe characterization of the degree of
involvement between marketing and purchasing idoe@gd. The underlying assumption is
that a significant part of the current misunderdiags could be evaded by providing a clear
communication of tasks and responsibilities (Ramert 2005a; Nussey, 2005; Robertson,
2005b) within a cross-functional team. Here, wdofela similar approach as Schiele (2005),
investigating possible contributions of both patialong the buying process model by



Robinson, Faris and Wind (1967). Neverthelessydaeioto be able to specifically define how
a cross-functional team work can look like, fivéesowithin the buying centre are integrated
as well (Robinson, Faris and Wind, 1967). In theggrds, the approach is similar to that of
West (1997) and Van der Valk, Reunis and Wynst@0%2. In these regards we follow the
calls of Schiele (2005) that further research caldtie into the question whether there are
ideal combinations of purchasing activities thd¢ef more positive results and, also, whether
there exist varying configurations coming to equglbsitive results. From a theoretical
perspective, it is investigated how responsibgitishould be distributed, from no
responsibility of purchasing, to some, routineakaind team responsibility (Pearson, 1999).
In the third section we turn to the identificatiohpotential barriers to marketing-purchasing
integration. For this purpose, potential barriges@ganized according to a systematization of
barriers to cross-functional exchange by Walter97)9 integrating a framework for the
internal client relationship, demand management aade for money by Lonsdale and
Watson (2005).

In the fourth section, two moderating factors dhesirated. On the one hand, not all sub
categories are challenging the internal relatigngqually, but also based on OBB theory,
sub category complexity is a major factor. On tlieeo hand, duration of relationship is
another factor, relevant to trust and commitment.

In the fifth section, we present a research modgltegating the findings from literature into
hypothetical relationships. In the sixth sectioreasures to overcome the barriers identified
are discussed. The paper closes with a short suynamar discussion of the findings of this
stage of research process, as well as an outlgakdmg the ongoing research.

Integration of marketing and purchasing along the mrchasing process

As mentioned earlier, the question is how marketamgd purchasing can interact to
collaboratively create value in sourcing marketisgrvices. We define the degree of
involvement as the level of marketing-purchasinggnation. In the following, we develop
dimensions of involvement in order to make the epheneasurable.

Stuart (1991) defined the term “meaningful invoheti. As further specified by Schiele
(2005) in regards to consulting services, “meanihgfvolvement” exists when purchasing is
making a significant contribution to 1. Supplierpin, 2. Functional and technical
specifications, 3. Marketing service utilizatiomdad. Timesavings, while helping the client
department meet its immediate needs and ensuriag Itimg-term needs and strategic
objectives of the organization are met as well.

Supplier input concerns linking formerly unknownppliers with the internal client and
increase information exchanges among them. Furadteomd technical specifications relate to
the identification and description of the charasters and quantities needed of a service.
Purchasing can help to come to clearer specifioatiarketing service utilization concerns
that it is ensured that the needed service not ordgts the immediate needs of the client
department, but also contributed to the long-tebjeaives of the organisation as a whole,
not conflicting with any of these objectives. Tlatér condition is fitting well with the issue
of goal alignment of the parties involved, introdddn the last section. Finally, timesavings
relate to reducing both the time invested by thentldepartment during the purchasing
process and the time that is lost when the sepucehased fails. As Schiele (2005) notes, the
definition of “meaningful involvement” by JohnsomdaLeenders (2003) refers to an ideal
level of involvement on the part of the purchasiiegpartment, a state of full integration with
all functions and activities within the organisatio



Based on these considerations, we formulate th@fwlg hypotheses:

Hypothesis 1. The integration of marketing and purchasing has a positive influence on
purchasing performance

» Hla :Marketing-purchasing integration has a positive influence on service quality.
= H1b :Marketing-purchasing integration has a positive influence on cost reductions.

The level of integration is determined by the dmttion of roles between marketing and
purchasing. Following the terminology of Robinsdiaris & Wind (1967) a (theoretical)
synopsis of all persons influencing the purchagiragess formally or informally is called the
“buying centre” and five roles are differentiatedhan this centre:
- Users, who are actually using the purchased goseérvice;
- Influencers, who are able to influence the purtitaprocess outcome with their
advice;
- Deciders, who do have the formal authority to médkeexample supplier selection
decisions;
- Buyers, who are actually negotiating the contrack/ar placing the order;
- Gatekeepers, who manage information flows betwlkeméarties involved.
As the members of the buying centre are influermedther actors, the buying task, the
organisational structure and technology (influegciiactors of the higher organisational
level), each company takes individual purchasingsiens (Webster & Wind, 1972).

Concerning the purchasing phases, the classicariggourchasing process with eight phases
by Robinson, Faris and Wind (1967) is taken fotHer structuring. In the scope of this paper
the model is regarded as suitable in providingferemce process for structuring the process
of purchasing marketing services, similar to ite us Schiele (2005) and Mitchell (1998).
Other process models used in the context of puimtgsofessional services comprise a
similar set of phases (e.g. Day & Barksdale, 2008 model has received strong support in
literature (Anderson, Chu and Weitz, 1987; Moriaft980). These phases comprise:
Anticipation or Recognition of a problem (Need) an@eneral Solution,

Determination of Characteristics and Quantity oetled Item,

Description of Characteristics and Quantity of Negettem,

Search for and Qualification of Potential Sources,

Acquisition and Analysis of Proposals,

Evaluation of Proposals and Selection of Suppljer(s

Selection of an Order Routine,

. Performance Feedback and Evaluation.

For further analyses, the phases will be aggregatddur broader categories: Preparation
(buyphases 1 to 3), initiation (buyphases 4 andcitracting (buyphases 6 and 7) and
control (buyphase 8).

ONoOGR~WNE

For further research, the process phases and tfiegocentre roles are combined. Therefore,
for each of the four broader phases of the purogsiocess, the respective roles status quos
are to be analyzed (e.g. during the first phaseketiaig is acting as user, decider and
influencer and purchasing as gatekeeper and bugeorder to determine the degree of
integration. We assume that the distribution oesogjives an indication if purchasing and
marketing follow a collaborative approach, or iétprocess phases are excluding one of the
parties.



Regarding the two aspects of integration introduoeithe second section, i.e. interaction and
collaboration, this has the following implication§he number and extensiveness of
interaction points between the two departmentssgiuglications concerning the degree of
interaction. The role distribution gives insightgarding the level of collaboration.

In order to gain insights into contingency factorsthese patterns, the following two aspects
are further described within the next sectionTHe roles can vary according to the content of
the sub spend category, 2. The roles depend oddmanpurchasing and marketing have been
working on this sub category together.

Barriers to marketing-purchasing integration

Regarding the term “integration”, we apply a “corspe perspective” following the
terminology of Kahn and Mentzer (1998). Hereby,egmation is a combination of
information-sharing and involvement (Gupta, Raj &ddemon, 1985a, 1985b, 1986; Song
and Parry, 1993), in their words and model defiasda combination of interaction and
collaboration. Nevertheless, information exchang#wken departments (e.g. by regular
meetings) is not sufficient to talk of integratiahthere is not sufficient collaboration, i.e.
working together with a mutual understanding, a ©mm vision, sharing resources and
achieving collective goals (Kahn and Mentzer, 1998)

Regarding marketing spend, defined as the exteerpknditures on services related to
marketing and advertising (CAPS Research, 2003aP & Research, 2003b; Barwise and
Styler, 2003), interaction between the two depantihand the involvement of purchasing and
by such bringing its potential benefits to the gatg is not common practice at the moment.
Therefore the identification of (potential) bardes important.

A conceptual model of Lonsdale and Watson (200%femintiates bounded rationality,
departmental culture and principal-agent issueth@shree basic sources of conflicts. These
considerations will be integrated into a more dethisystematization by Walter (1997). It
should be noted that we share these authors’ ml drganizations are seen as political
entities, which usually proceed on the basis offlmirand bargaining (Pfeffer, 1981), rather
than acting in an essentially rational manner. ¥Waltl997) differentiates between two
general categories of barriers to inter-organirati@xchange processes: 1. Personal barriers
and 2. Situational barriers (please see figure 1).

Barriers to Integration

Personal Barriers Situational Barriers

Not able to Not willing to Not allowed to Socially depdent

Figure 1 “Barriers to cross-functional exchangelapted from Walter (1997), p. 34.

We draw on this differentiation to structure therlgas to the intra-organizational integration
of marketing and purchasing. Walter (1997) furtstenctured personal barriers according to



Witte (1973), into barriers based on (lack of) Iskitnot able to”) and barriers based on (lack
of) motivation (“not willing to”). The lack of sk refers to missing cognitive preconditions,
the lack of motivation to the fact that althougb tlecessary cognitive abilities may be in
place, individuals need to be willing to performeatain action (Walter, 1997). Regarding the
lack of skills, one issue is the lack of functioskills. In this context, there is evidence that
purchasing is not familiar with service purchasimgeneral (West, 1997) and that they lack
the necessary expertise to understand their magkelients’ demands comprehensively in
particular (John et al., 2004).

Another factor is that underlying challenges ofeatan task have to be perceived in the first
place. This relates well to the aspect of “boundgbnality”. The idea of bounded rationality
as brought forward by Simon (1957), defined marmgsrfollowing a search process guided
by aspiration levels rather than outcome maximis&lso aspects of cognitive capacity were
brought forward (Miller, 1956) and problems of lted attention were recognized (March,
1994). In terms of the internal client relationshipnsdale and Watson (2005) see evidence
of these issues in factors such as satisficingigpker selection, purchasing with only limited
commercial, especially contractual, experience exyplertise, and, not being aware of the
value of spend consolidation achieved through id&grartmental collaboration. For our topic,
the “unjustified” preferences for certain suppliare subject of several articles on agency-
client relationships seen from the purchasing pateye (Edwards, 1997). The aspect that
contractual know how can be brought by purchas8imins, 2005). The statement that there
is a lack of awareness of potential benefits othasing involvement in sourcing marketing
services can be identified as well (John et alD42@rminas, 2003).

Among the barriers based on motivation, one categomprises socio-psychologically-based
motivational barriers, which refer to systems ofme and values among individuals, groups
and organisations. In our case such groups aregsepted by departments, whose differing
cultures work against intra-organisational collaan. This fits well with Lonsdale and
Watson’s (2005) source of conflict based on “departtal culture”. Departmental culture
refers to organisations being divided into funcéibsub-units, and functional departments
develop their own cultures (Brunsson and Olseng188arch, 1994, 1996). These cultures
comprise a certain set of assumptions and a shemgdf perceiving things. In this context,
the internal clients of purchasing tend to stresslpct functionality through the prism of their
function (Hutt and Speh, 2001), whereas purchadogs have a different value for money
perception (Lonsdale and Watson, 2005). In the etaryg context, there is evidence that
marketing, particular regarding agencies, is a wedgpendent function (Edwards, 1997) and
stresses the functionality, whereas purchasing deem to have maybe too strong a cost
focus (Supply Management, 2005; Arminas, 2003).rdfoee, this setting provides a perfect
stage for observing this potential barrier.

Situational barriers are further subdivided interhrchical barriers (“not allowed to”) and
barriers based on social dependency (“socially wiedget”). Concerning the hierarchical
barriers organisational structures, incentive systeind corporate strategy play important
roles (Walter, 1997). Regarding organizational cttrees, evidence can be found that the
purchasing department does not receive (sufficmpport from higher management in order
for it to influence business policies (Bales andréa, 1995).

Incentive systems and their importance for infliegchuman behaviour relate well to the
topic of principal-agent problems (Eggertsson, 19@Msen and Meckling, 1976; Ross, 1973;
Williamson, 1990). Arising from the division of therganisation into vertical hierarchies,
managers have twin loyalties — they have a loy&tyheir organisation and to themselves



(Milgrom and Roberts, 1992). In the internal clieuntext, Lonsdale and Watson (2005)
name the example that this can occur during a diolagion initiative. Even if the initiative is
promising to bring a net benefit to the organisa@s a whole, resistances arise if benefits or
any potential costs of adjustments (e.g. to uséfereht supplier) are not distributed equally.
This makes the net losers often become opponersigobfa project. In the marketing context,
the topic of cost saving distribution is a primesygect for such a mechanism. If savings are
left to marketing in order to allow them to buy re@ervices with the same amount of money
(making marketing the winner), or will the markefibudget be cut, generating savings at the
corporate level, but meaning a loss of power (aredtme) to the internal client (making it the
loser). This fear of cutting budgets exists (Edwarti997) and therefore it is seen as a
necessary step that purchasing tries to contritutgchieving more with the same budget,
instead of trying to cut budget (Wylie and Salm2002).

Concluding on the barriers, we formulate the follogvhypotheses:
Hypothesis 2: Personal and situational barriers have a negative effect on marketing-
purchasing integration.

» H2a: Personal barriers do have a negative effect on marketing-purchasing
integration.

» H2b: Stuational barriers do have a negative effect on marketing-purchasing
integration.
The influence of different sub categories and duradn of relationship
The parties mainly responsible for “Rogue Procumaihi@ purchasing of marketing services

seem to be the marketing department, performing 2¢0of total rogue purchases, and the
communications department, with 1,23 % (Bales azatén, 1995).

Integration

Spend Completely Partially Not at all
Marketing 11 % 32 % 58 %
Advertising 12 % 39 % 49 %

Printing/Copying 45 % 34 % 21 %

Figure 2: “Integration of the Purchasing Departméat Different Marketing Spend
Categories”, adapted from CAPS Research 2003a

In one study, in which companies were asked to weksgnt the purchasing department was
managing, controlling and influencing the expensea certain category, great differences
between the categories “Marketing”, “Advertisingica“Printing/Copying”, shown in Figure
2, become visible. These different studies implgttthe integration of the purchasing
department varies with the respective sub-categbnyarketing spend.

Complexity can refer to the buying situation, egjating to the continuity of demand as
within a continuum between repetitive (less compland non-repetitive (complex) (Cyert,
Simon & Trow, 1956; McQuiston, 1989) or to the cdexity of purchasing, defined as the
amount of information necessary for evaluating plaechasing object (McQuiston, 1989).



The latter definition is used, implying that therder to evaluate the services’ performance,
the more complex the service should be considered.

Concerning the duration of relationship, this isluded as to explore whether processes of
trust building are directly related to how long ttedationship has been established. Trust is
defined as a positive belief, attitude or expectabf a party concerning the likelihood that
the action or outcomes of another party will betfa trusting party’s own benefit (Andaleeb,
1992). As factors leading to trust, literature narttee three dimension integrity (subsuming
reliance and openness), benevolence (subsumindtylogad open communication) and
competence (Mayer, Davis & Schoormann 1995). Thiesee factors were also empirically
found to be those with the highest relevance (But#91). Another important factor named
by managers in one study was fulfilment of expéatat Moreover, structural factors within
the organisation and personal factors (such ashtheed experience of working some time for
a certain department) of the people involved wheuad to be important influencing factors
on the trust between certain departments (Bec&&r@upta 1999). Apart from that there
exists a certain kind of feedback loop, as by testinteraction the perception of the three
factors is influenced.

The factor that interaction is necessary as to #hie perception leads to the assumption that
the duration of relationship has an effect on trust

Based on these considerations, we formulate th@fwmlg hypothesis:

Hypothesis 3: Sub category complexity and duration of relationship between marketing and
purchasing have a moderating effect on the barriers and marketing-purchasing integration.
The research model

The aggregated research model is shown in figure 3.

Moderators
« Sub category complexity

« Duration of relationship

H3

Barriers to Integration Purchasing Success

+ .| Integration of Marketing N _ _
* Personal barriers H2: () and Purchasing H1: (+) | * Service quality

* Not able to » Cost reductions

 Not willing to
« Situational barriers
* Not allowed to

« Socially dependent

Figure 3: “The research model”

Summarizing, purchasing involvement into the preowent of marketing services was
identified to hold potential to improve purchasisgccess. On the one hand, this can be



manifested in improved service quality. On the pth&nd, this can represent the generation
of cost savings.

In order to assess the integration of marketing pmathasing, the degree of involvement
along a continuum was introduced. The degree abli@ment becomes visible in the way
roles are distributed between the parties, durifigrdnt phases of the purchasing process.
As barriers leading to the current lack of invohesrh several (potential) barriers were
identified, comprising personal barriers and situsd! barriers.

The two aspects of sub category complexity andtauraf relationship were introduced, as
they are regarded to have a moderating effect ®@déwelopment of barriers.

Measures for improvement

In finding a solution, Lonsdale and Watson (2008g she two options of turning to a
different spend category or building an organisatlalliance with the power to challenge the
internal client.

Our approach, which was developed and describgtersection on marketing-purchasing
integration, steps into the latter direction agitovide the outline of a configuration of cross-
functional collaboration able to maximise benebfsthe purchasing side, integrating the
experts on the internal client side, but at theeséime taking into account that benefits have
to be distributed equally and side influences needimization. Jointly defining a role
distribution aimed at improving overall purchasisgccess can have benefits for both
enhancing collaboration and defining respectivgesaand gates for.

Apart from this more “high-level” approach as t@mdify suitable roles and responsibilities,
we see particular potential in further insights aeming the different barriers identified. In
these regards, suitable measures could be idehtdievercome the most relevant barriers.

In these regards there are basically two inteedl$ctors predominate in the political model
of organisations, i.e. organisational influence poder (Lonsdale and Watson, 2005).

The main findings relevant for our issue are tloaunfal authority plays an important part in
who is making the decisions (Pfeffer, 1981; Ronichet al., 1989) and that expert power is
particularly important for organisational manipuwatpersuasion, very relevant to the
purchasing/internal client interface as many puselaare complex and beyond more than a
broad comprehension of the organisation’s stafind@mning the first, there is evidence that
purchasing has a different perceived status thamketiag (Johnson, 2005; Williams,
Henthorne and Giunipero, 1994). Regarding expestepothe “creativity” issue in purchasing
marketing services can be named as the headlindadanotion that purchasing should focus
on the “value” part of “value for money”, espegjaih buying agency services (Supply
Management, 2005; Robertson, 2005b; Crush, 200&guls concerning the integration of
purchasing into strategic planning show that coemeindividuals with suitable skills,
positive visibility of the purchasing departmenvalue added and a suitable organizational
purchasing department structure are important factor integration (Smeltzer 1997).
Similarly, Bales & Fearon (1995) state that twdle main conditions for the involvement of
the purchasing department are: support by the C&®©/Management, more of an
organizational factor and the credibility of therghasing department to complete the task,
again relating to skills and visible value addedcKling these issues could help lower some
of the barriers identified.



Summary and outlook on ongoing research

The paper shows the current status of the reseatohthe exploration of marketing-
purchasing integration. Three research questioms imgroduced:

1. How can the degree of involvement be defined?
For the analysis of optimal degree of involvemehpuorchasing within a cross-functional
sourcing team with marketing, different roles witlthe buying centre and four aggregate
phases of the purchasing process were introduded.cén serves as the basis for identifying
role distributions along the process, indicating degree of purchasing involvement.

2. Which barriers prevent high degrees of involvement?
As was shown, basic barriers have been identifiech fa theoretical point of view — personal
and situational barriers, including such aspectshsas bounded rationality, departmental
culture and principal-agent problems. These caves&s a starting point for empirical efforts.

3. Do these considerations differ significantly foffelient sub categories?
This factor is particularly interesting from a mgeaal point of view, in order to identify
“easier to handle” categories for initial projedts order to promote cross-functional
teamwork.

Further research is currently undertaken to gaimpieoal insights concerning the model
presented with the means of case studies.
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