Paper submitted to the
23rd Annual IMP Conference at the University of Marchester

Work in Progress

Internal Relationships of Supply Management
— Learning from Key Account Management —

Sandro Reinhardt', Evi Hartmann ?, Christopher Jahns®

Supply Management Institute SMI/ ebs European Rassirschool,
Rheingau Palais, S6hnleinstr. 8, 65201 Wiesbaderm&ny

Key Words: Supply Management; Internal Key Account Managemlai¢rnal Customer
Relationships, Supply Management Performance

Sandro Reinhardtis Doctoral Student at the SVI-Endowed Chair fordhasing, Logistics
and Supply Chain Management at ebs European Bgs8w®ol, International University,
Schloss Reichartshausen, Oestrich-Winkel (Germany).

Evi Hartmann is Research Director at the Supply ManagemenitutstSMI™ and an
Assistant Professor at the SVI-Endowed Chair otRasing, Logistics and Supply Chain
Management at ebs European Business School, ItitaraBUniversity, Schloss
Reichartshausen, Oestrich-Winkel (Germany).

Christopher Jahnsis Full Professor at the SVI-Endowed Chair of Rasging, Logistics and
Supply Chain Management, Executive Director ofSkh@ply Management Institute SMI™
and Rector at ebs European Business School, Ini@maldUniversity, Schloss
Reichartshausen, Oestrich-Winkel (Germany).

1T:+49 (0) 711 17 22058;  F: +49 (0) 711 178®@W2, Email: sandro.reinhardt@ebs.de
2T:+49 (0) 611 360 18 882; F: +49 (0) 611 36(808, Email: hartmann@supplyinstitute.org.
®T:+49 (0) 611 360 18 882; F: +49 (0) 611 36808, Email: jahns@supplyinstitute.org

1



Abstract

Learning from sales organisations, the paper ptedée idea of internal key account
management (KAM) for supply management organisati&tAM describes a concept
to manage internal customer relationships and stefdnternal customer orientation in
supply management, directed to supply managememiist important internal

customers (internal key customers). For the improa@ of supply management’s
intra-organisational network of relationships, KARPtioritises and adapts present
relationships to internal key customers.

The paper proposes a conceptual model reflectirg rttanifold options supply

management has when deciding on the implementatioan internal key account
management model. KAM is conceptualised based wperwork of the IMP-Group

(e.g. Anderson, Hakansson and Johanson 1994; Hskank982; Hakansson and
Snehota 1995) and existing KAM conceptualisatidfisniburg, Workman and Jensen
2002; Jensen 2004; Workman, Homburg and Jensen) 2@03erms of actors

performing activities and employing resources.

The implementation of KAM in supply management s extensive investment in
internal customer relationships. Therefore, theopaf KAM performance effects is
required to justify the proposed concept. For tleason, the paper elaborates KAM
performance effects in two dimensions. On the oaedh KAM should improve
relationships with internal key customers. On ttteeohand, the improved relationships
with internal key customers should have positiviluance on supply management’s
performance to make the KAM implementation worthehi

1. Introduction

The need for development of purchasing to strategpply management has been well
documented in literature (e.g. Baily et al. 2005yrtB Dobler and Starling 2003;
Kaufmann 2002; Quayle 2006). As challenges like emgompetition, mass-
customisation, continuous technology leaps andajisdition of markets arose, the role
of purchasing for the enterprise changed. This calorg with an enrichment of its
responsibilities and resulted in the notion of dyuppanagement. Supply management
can be defined as a unit for the holistic and irgege planning, steering and
monitoring of the internal and external value ch@iahns 2005a, p. 350). Its potentials
exceed price reduction and economies of scale. Byaging sourcing processes
holistically supply management can contribute t@ thchievement of corporate
advantages in several ways (Arnold and Kasulke 2B0&, Dobler and Starling 2003;
Chapman et al. 1998; Kaufmann 2002).

Following Arnold (1997), besides scale effects, ¢hgough volume bundling, supply
management can achieve ‘economies of informatiord &conomies of process’.
‘Economies of information’ can be realised if vadlea purchasing information that are
only available in a few or even one departmenhefénterprise are made available for
all units. It is expected that such sharing of pasing information about suppliers, new
technologies, market developments, internal usats @ast spending behaviour, can
avoid redundancies, reduce transaction costs ofctilaborating units and increase
objectivity in decision making processes. It allotwe participating units to rationally
decide and to align their actions with larger compgoals. Furthermore, ‘economies of
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process’ can be achieved if state-of-the-art pusicigaprocess knowledge is made
existent in all steps of the procurement procesisim@all parts of the company. This, for
instance, can be established by uniform purchapmogedures, implementing ‘best-
practice-processes’ across the corporation, andarenig coordination of
interdepartmental processes.

So far, supply management research focussed plyman company’'s external
business-to-business relationships with supplierg. (Belz and Muhlmeyer 2001,
Muhlmeyer and Belz 2003; Stolzle and Heusler 20@Rereas in this paper we
highlight the importance of supply management’snmal network of interdepartmental
relationships with internal customers as the ratjoisng departments (e.g. R&D,
marketing, production). We transfer sales managéméw®y account management
concept to the internal customer-supplier relatigrs of supply management. The
objective of this paper is to find answers to tbkofving questions: (a) “Which design
elements exist for the implementation of key actoomanagement in the supply
management unit?” and (b) Which performance effeets be expected through the
implementation of key account management in theadiatganisational context of
supply management?*

The paper is structured as follows. In the nexttisec the relevance of internal
customer relationships for supply management isoee@. The third section describes
the proposed intra-organisational concept of kegoawmt management in supply
management. The fourth section then introducegardical framework for the concept
and proposes a research model for further empisiealy of the effects that a KAM
implementation might have on relationships witrernal key customers and on supply
management’s performance.

2. Supply management’s network of internal customerelationships

To cope with the evolving necessity to drive theegation of corporate advantages and
new tasks like the overall coordination of the exé¢ and internal value chain, various
relationships need to be managed by supply managessea cross-functional activity
(Cavinato and Kauffman 2000, p. 130-134; Jahns B0@5 65-66). Besides manifest
relationships with suppliers, supply management dee¢o manage its intra-
organisational network of relations (Fig. 1). Suitra-organisational relations, on the
one hand, regard the collaboration with internaktemers and the service for
company’s top management. On the other hand, arzanisational relations regard the
collaboration between supply management’'s own deyegrts and workforce. In fact,
the complexity and quantity structure within théemmal relationship network can by far
exceed those of external supply chain relationsthps supply management needs to
manage.

While there is ample research output on interniaitimships of Marketing with other
business functions (e.g. Fisher, Maltz and Jawd8Ri7; e.g. Gupta, Raj and Wilemon
1986; Kahn and Mentzer 1998), there is a lack tefdture on supply management’'s
internal relationships (e.g. Narasimhan and Dasl200jssen, Biemans and de Kort
2002; Wildemann 2005).



Top
Management
I v
Supply Internal
Supply Base Management Customers

Fig. 1: Supply Management Relationships

Lawrence and Lorsch (1967) found that differentiati as the segmentation of an
organization into specialized functions, is usuadiffected in differences in orientation
and objectives. This in turn leads to problems ihieving interdepartmental
collaboration which is important, not only but esjipdly for supply management as an
integrating function. Interfunctional interactios motivated by the desire to achieve
both the broad common objectives of the corporatiobusiness unit as well as specific
functional objectives and individual goals. So t@y,sthe specific functions in the
company seek to interact with each other to achgoads that are both assigned and
chosen (Ruekert and Walker 1987, p. 2). The golWifferent functional areas and
their personnel are seldom aligned (Anderson 1981)s, interfunctional collaboration
is driven by common goals but is also a source afiflct due to differences in
individual objectives (Ruekert and Walker 19872p.

Indeed, in practice there are several conflictsceamng the internal relationships of
supply management observable (e.g. Versteeg 1999%)pOne of the key conflicts of
objectives between supply management and interasiomers is the conscious or
unconscious attempt of internal customers to ineadupply management as late as
possible in their sourcing decisions. This attenspbased on the fact that in early
phases of sourcing projects often technical interese predominant. In this phase
supply management with its economical focus mightcbnsidered a harasser (Jahns
2005b, p. 213). It is often observable that intecwstomers strive for autonomy and
tend to focus individual goals. Supply managemeaok, on the other hand, is to
focuses cross-functional synergies and to ensigeraees and security of supply for the
whole enterprise. In some cases, i.e. company wa cutting programs, supply
management’s activities are quite unpopular foerimal customers since they might
result in budget cuts. In certain instances intecnatomers or even complete business
units try not to involve supply management in tlegiurcing projects at all. In the case
of deficient collaboration possible synergies remamexploited because only in close
collaboration with internal customers supply mamaget can realise them in an
optimum way (Cavinato and Kauffman 2000; Rozeme&i{#0).

In order to overcome such conflicts in the collabon supply management must
actively work on its relationships within the comga“To achieve cost savings, new
product development, and other key company-widdsg@archasing and supply must
work closely with strategic business units (SBUs{l ather functional units” (Carter

and Monczka 2005, p. 9). Only based on an effectetevork of internal relationships,

supply management can gain enterprise-wide infleemt decision making processes
and is consequently able to manage the internakatetnal value chain.

In this context, supply management’s acceptancésinternal customers and their
willingness to collaborate are crucial for supplgmagement’s success.
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“Purchasing, after all, is a function which intdsawith other functions in an expertise.
It does not function in isolation” (Baily and Farm#&990). Therefore, it is of utmost
importance for supply management to invest ingtatronships with internal customers.

3. KAM in Supply Management

A possible concept to overcome the described shimitgys and to improve the internal
network of relationships is the implementation ef/lkaccount management (KAM) in
the supply management organisation. This appraadkrived from sales organisations’
key account management (Belz and Senn 1994; G&3; Hilty 2004; Jensen 2004;
Kleinaltenkamp and Rieker 1997; Shapiro and Moyidi®84a; Splett-Henning 2004)
and transferred to supply management’s internaloocusr relationships. Applying the
concept, supply management prioritises its intecogktomer relationships and focuses
its own resources on internal key customers asethm®rnal customers that supply
management considers the most important ones fretnategic perspective (Millman
and Wilson 1995). Just like in external sales refest, KAM in supply management is a
special kind of treatment of the identified key tausers (Barrett 1986). In this context,
KAM can be considered a lateral linkage device (@t and Carroad 1982; Olson,
Walker and Ruekert 1995) which helps to improvesstfunctional coordination,
reduce conflict, and improve cross-functional imégign between supply management
and its internal key customers (Maltz and Kohli @00t manages the relationships with
them and coordinates supply management’s activitiethem.

Depending on the strategic direction, various seleccriteria can be used for the
identification of internal key customers (lvens 28] Possible selection criteria are
their volume of business, savings potentials, a¥gstritical relationships, complexity
of related material groups and projects, etc.

Supply management’'s key account managers analysendleds of their internal
customers, support them in demand forecasting dainimg and provide intensive
consulting on procurement questions. They genesatergies, act as the ‘advocates’ of
internal key customers and represent their inter@sthin the supply management
organisation. Internal key account managers comcatmithe strengths of supply
management and the opportunities of close intenaetnd collaboration to their internal
key customers (Go6tz 1995, p. 300-314; Mullner 2@&Ridpw 2002).

Herewith, KAM aims to ensure early involvement iki®y customer’s decision making
processes by enhancing supply managements acceptgnaternal customers and
improving the overall relationship quality. The etiives of the concept are not only
directed to improved collaboration with internal stamers, though. KAM also
influences the relationships within supply managamelere, the concept can help to
enhance internal customer orientation. Accordingirntdings in Relationship Marketing
this has positive influence on the unit's, as wadl the company’s overall success
(Bruhn 2001). Furthermore, KAM helps to coordindtee supply management
workforce, for instance by overlaying a merely miale group oriented supply
management organisation with integrating key actmanagers.

In practice there are also manifold relationshipgtwieen internal customers and
suppliers. Because of the earlier described tenydehanternal customers to involve
purchasing as late as possible, these relationshipsold various risks (Jahns 2005b,
p. 67). In this regard KAM permits an earlier ei@rtof influence by extending the
degree of interdepartmental integration and hetetips to achieve a higher level of
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information as well as closer collaboration witleimal key customers (cp. Kahn and
Mentzer 1998).

Apparently, KAM in supply management is a concepthwnultiple objectives and
design options. In the next section we elaboratesaarch model, concretising supply
management’s KAM design options and its performagitects on relationships with
internal key customers and overall supply managémperiormance.

4. Theoretical Framework and Research Model

There are ample theoretical explanations availadsl¢he analysis of external business-
to-business relationships. An ‘internally-orientéuitrafirm) theoretical explanation for
relationships however seems to be lacking (SouddanCastro 2006, p. 22)

Our paper is based on the constructs of the IM&distion Approach (Hakansson 1982)
and the IMP Network Approach (Hakansson and Snelf284§).

Even though the IMP approaches have been develmpathalyse external business
relations on industrial markets, their assumptiara be transferred to internal
relationships (e.g. Neuhaus 1996; Santema and R&@ii4). Supply Management’'s
internal relations can be described as companynatecustomer-supplier relations
(Neuhaus 1996) with supply management as the mitsupplier and the requisitioning
departments as internal customers. Internal custsopplier relations can be referred
to as one type of business relations which areachenised as interaction processes,
involving personal contacts, guided by economidgyaad a long-term-orientation and
in this way implying an investive component (Dille&994, p. 1). For supply
management and other personnel to do their jokse thhust be interactions in terms of
exchanges of money, materials, information, tecnexpertise, and other resources.
Each member of the system is dependent on therpaaface of others, both for the
accomplishment of tasks that serve as inputs aropations for their own specialised
functions and for the ultimate attainment of comngoals (Ruekert and Walker 1987,
p. 2).

With regard to IMP research, relationships are w©mned to emerge in the course of
time out of interaction episodes (Hakansson 1982)ationships can be understood as
resources: “[Relationships] are one of the mosuafasle resources that a company
possesses‘ (Hakansson 1987, p. 10). Developmentslatfonships can be seen as
investment processes, because the developmenttiadeeand resources, involves long-
term commitment and creates assets that can be hysd¢de actors in the future”
(Mattsson 1987, p. 236). Hence, by the implememtatif a key account management
concept, supply management invests in relationsivigs internal key customers and
adapts them for optimum realisation of collabomatmotentials (Hennig-Thurau and
Bornemann 2001; Ojasalo 2002). Herewith, KAM fdatles the development of
interaction routines, as a coordinating mechanisnthe collaboration with internal
customers. Supply management’s resources getddilar its internal key customers.
This can maximise the benefits of the relationsizsd 1980, p. 340).

Supply management’s investment in a KAM concepiyéwer, only makes sense if this
positively affects supply management performanc@tther words, the investment must
be economically justified (Sengupta, Krapfel andsd&ari 2000, p. 253) and it is
therefore of great interest to proof that the itwesnt is worthwhile.



In the following, we elaborate the effects of a KAldncept in supply management in
two dimensions. The first dimension of ‘KAM-Effettdeals with the successes on the
level of internal key customers. It reflects theadof KAM to improve relationships
with internal key customers and supply managemeaffects in the individual
collaboration with them. The second dimension afgfly Management Performance’
shall measure supply management’s overall perfocearA causal chain from
relationship success to business success is hygietde according to Relationship
Marketing (e.g. Bruhn 2001, p. 57-59) and researcimarket and customer orientation
(e.g. Narver and Slater 1990, p. 20-35).

The research model presented in this section dsnsfsfour layers: (a) The KAM-
Configuration, as a first layer, describes thecitme and the design elements of the
concept. (b) The KAM-Effects regarding the relasibips with internal key customers
are described in the second layer. (c) The thiygrlaanalyses the effects on supply
management performance. (d) Situational factons fibve fourth layer of the conceptual
model. Here, environmental factors which influente relationships and their
outcomes are examined.

Figure 2 provides an overview of our conceptual etod

(d)Situational Factors

« Purchasing Dynamic

* Purchasing Complexity
* Purchasing Influence

« Organisation Size

KAM ) Supply Management
@ Configuration (b) KAM- Effects © Performance
it Supply
KAM Activities Interdepartmental
> eaaior g
KAM-Resources
v A

KAM-Actors

Interaction
Atmosphere

A 4

KAM-Formalisation

Fig. 2: KAM Configuration and Effect Relations

(1) KAM Effects and Supply Management Performance

KAM literature points out that the implementatiohkAAM improves relationships and
the relationship climate (Biesel 2002; Birkinshawulan and Arnold 2001; Brielmaier
1998, p. 82-122; Ivens 2003b; Montgomery and Yi@@OMontgomery, Yip and
Villalonga 1998; Sidow 2002, p. 52; Stevenson 198Question is now which
constructs can measure how good relationshipsTdie.interaction atmosphere as an
element of the IMP Interaction Approach can be mégad as the overall state of a
relationship (Ford, McDowell and Tomkins 1996) amijht be a suitable approach.
The interaction atmosphere is determined by coastiof individual interaction
episodes as well as characteristics of actors lamdnteraction environment. It can be
described in terms of the power-dependence rekttipnwhich exists between the
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actors, the state of conflict or cooperation anéral closeness or distance of the
relationship as well as by the actor's mutual efquéans (Hakansson 1982, p. 21-23).
In later studies, variables like the degree of rautinderstanding, trust, commitment
and satisfaction were added to the definition ¢¢raction atmosphere (Sutton-Brady
2000; Wilson 1995). The atmosphere is developethéncourse of a relationship but

also influences the relationship directly (Cunniagh2001, p. 328).

Even though, the interaction atmosphere is a coctstleveloped in the scope of

external buyer-seller relations on industrial méskee believe it can provide useful

insights if applied to internal buyer-seller retets. The described atmosphere’s
elements, i.e. state of conflict/cooperation, poweloseness, trust, commitment,

satisfaction and mutual understanding, are relef@ninternal relations as well and

have been well applied in interdepartmental confiésearch (e.g. Bennett and Savani
2004; Dewsnap and Jobber 2000; Dewsnap and Jobber Pondy 1967; Rodriguez,

Pérez and Trespalacios Gutiérrez 2007).

Research on interdepartmental relationships (eahnk1998; Kahn 2001; Kahn and
Mentzer 1998; Mollenkopf, Gibson and Ozanne 200@, ®inehart, Cooper and
Wagenheim 1989; Voorhees et al. 1988) often stsesdee importance of
interdepartmental integration which shall bring al#ments together into a cohesive
organisation. Especially for supply management,selaollaboration with other
functions in the company and early involvementheirt purchasing related decision
making processes seems to be of high importange (arduck 1999, p. 28; e.g.
Leenders and Henderson 1981; Narasimhan and D4s A0iemann 2005).

Kahn (1998; 2001) and Kahn and Mentzer (1996; 1998pose a composite view on
the construct “interdepartmental integration”, gsitme dimensions ‘interaction’ and
‘collaboration’. Interaction is considered a comneation approach. It puts emphasis
on the exchange of information between departmemtsmeetings, phone calls and
emails (Griffin and Hauser 1992; Ruekert and WalkéB7). However, in certain
interdepartmental situations, communication alondl wot ensure successful
interdepartmental relationships (Kahn and MentZ96). It is therefore necessary to
encourage collaboration between departments inrdaeachieve interdepartmental
integration. Collaboration as the second dimensioimterdepartmental integration can
be characterized as an affective, volitional, sthggeocess (Kahn and Mentzer 1998;
Sriram, Krapfel and Spekman 1992) and the williregn®f departments to work
together. This view emphasises team work, haviagnramon vision, sharing resources,
and achieving common goals (Kahn and Mentzer 1¥@jder 1987). Literature
supports a direct, positive relationship betweeteraction and performance success
(e.g. Griffin and Hauser 1992; Maltz and Kohli 1926 well as between collaboration
and performance success (e.g. Lawrence and Log&h Souder 1987).

It has been observed that in highly integratedriessi-to-business relationships actors
adapt themselves to one another in terms of steictiechnology, administration,
knowledge and culture (Han 1992a; Han 1992b). Aldaterdepartmental relationships
the departments can invest in their relationshifph wne another, i.e. by adapting
collaboration procedures and processes or by jesdisg more time for their
collaboration partners. Since the implementationKéfM is a relationship-specific
adaptation in supply management per se, for oypgagr the achievement of adaptations
on the internal customers’ side is of prime inteiasthe scope of measuring KAM-
Effects. For our research we broaden the descrimttept of interdepartmental
integration and add the ‘achievement of internastamer adaptations’ as a third
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dimension. Also with regard to the IMP Group’s ARModel a distinction of such three
dimensions of involvement that effect outcomes efationships is proposed:
coordination of activities, adaptations of resosrcand interaction among individuals
(Gadde and Snehota 2000, p. 309-10). It is refadte degree of involvement in the
three dimensions as activity links, resource tied @&ctor bonds. The existence of strong
links, ties and bonds describes the degree of wewoént of the companies in a
relationship (Gadde and Snehota 2000, p. 309-h@rdepartmental integration as the
degree of coordination/collaboration, interactiond athe achievement of internal
customer adaptations is therefore defined as ttenseelement of KAM-Effects.

The next performance dimension shall measure thgadinof KAM on supply
management’s performance. So far, no standardigasunes for supply management
performance could become widely accepted (e.g. idanh 2001, p. 273). The
performance definition of this paper is based andpproach of Scannel et al. (2000)
which uses the dimensions cost, quality, time afekildility. We add supply
management’s “contribution to innovations” as ¢ghfdflimension of supply management
performance.

Based on the described understanding of KAM-Effeata&l supply management
performance we formulate the following propositions

Proposition 1: The ‘Interaction Atmosphere’ hasaspive influence on ‘Inter-
departmental Integration’.

Proposition 2: The degree of ‘Interdepartmentaklgration’ has positive influence on
supply management performance.

» P2a: The degree of ‘Interdepartmental Integration’ hasspive influence on
‘Supply Cost'.

» P2b: The degree of ‘Interdepartmental Integratiohas positive influence
on ‘Supply Quality’.

» P2c: The degree of ‘Interdepartmental Integratidmas positive influence on
‘Supply Time'.

» P2d: The degree of ‘Interdepartmental Integratidmas positive influence on
‘Supply Flexibility’.

»P2e: The degree of ‘Interdepartmental Integratidrds positive influence on
supply management’s ‘Contribution to Innovations’.

(2) KAM Configuration

Just as key account management (Belz and Senn ©#84;1995; Hilty 2004; Jensen
2004; Kleinaltenkamp and Rieker 1997; Shapiro aratidty 1984a; Splett-Henning
2004), internal KAM in supply management is a ntay&r concept with a wide range
of possible configurational designs.

For a better understanding of KAM it can be distished between KAM configuration
dimensions and KAM configuration variables. Thid&sed on the dimensional analysis
approach (e.g. Kromrey 2006, p. 115-122) and ham beell applied to existing
conceptionalisations of sales-oriented key acconabagement (Homburg, Workman
and Jensen 2002; Jensen 2004; Workman, Homburglemsen 2003). Based on a
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literature review, the first step is to define dgofation dimensions which shall help to
get a rough understanding of a concept and senveidber-ranking structuring. In the
next step a more detailed conceptual model is edeafhereby, the defined
configuration dimensions will be supplemented withe or more configuration

variables (Fitzek 2002, p. 5).

In the scope of a profound KAM literature reviewnden (2004, p. 44) elaborates that
literature on key account management can basiballgtivided in three categories. The
first category examines the question of who isidgalith key accounts (e.g. Belz and
Senn 1994; Colletti and Tubridy 1987; Senn 1996apsle and Moriarty 1984a;
Stevenson 1981). Literature of the second categoajyses which activities are done
for key accounts (e.g. Brielmaier 1998; Montgomang Yip 2000; Mullner 2002; Senn
1996, p. 58-62; Shapiro and Moriarty 1984b; Zupar2d01, p. 83-87). The third
category is dealing with the question of with whactivities for key accounts are
performed (e.g. G6tz 1995; Rieker 1995; ShapiroModarty 1984b; Yip and Madsen
1996).

This triad of research questions is consistenh&@ARA layers ‘Actors’, ‘Resources’
und ‘Activities’ of the Industrial Network Model @&kansson and Snehota 1995) and
was used for Jensen’s (2004, p. 44) KAM conceptlisaigon. For our
conceptionalisation we use this approach and teansfto internal KAM in supply
management.

The first KAM dimensions are therefore defined as:

(@) ‘KAM-Activities) as the activities performed for internal key oosers

(b) ‘KAM-Resources’as the employed resources within supply manage(een
material group or supplier management expeats],

(c) ‘KAM-Actors' as the actors in supply management working fiarimal key
customers

Additionally, Jensen (2004, p. 62-63) shows tha ftrmalisation of a key account
management program is a further configuration dsien because KAM does not
necessarily require that dedicated key account geasaare assigned or that a formal
key account management program is implemented (Mvank Homburg and Jensen
2003, p. 7).

The dimension (d) ‘KAM- Formalisation’ is thereforalso added to the KAM
conceptionalisation of this paper.

Configuration variables of KAM-Activities:

In general, KAM-Activities differ from ordinary sgpy management activities since
they are not performed in the same way for avenagenal customers (e.g. Shapiro and
Moriarty 1980, p. 5).

With regard to the IMP Interaction Approach KAM-Agties can be understood as part
of the interaction process. Object of the intemctiprocess in the IMP Approach is the
exchange of products, services, information, socgdchange (e.g. Support,
Appreciation) or financial exchange (Hakansson 198216-17). The embodiment of
these exchange objects has direct influence ornfutteer course of the interaction
relationship. Since KAM-Activities differ from aefities for average internal customers
they can be seen as the result of adaptationseaéxbhange elements or the exchange
process. For example, the exchanged informatiaivitees and services or the social
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behaviour can be adapted especially for the intieragartner. KAM-Activities can
therefore be understood as specific investmentsaarmbmmitment to the relationship.
Referring to the IMP Approach they can influence tklationship output and modify
the overall relationship (Ford 1980, p. 340; Halsams1982; Johanson and Mattsson
1987).

In the context of KAM, at first, it must be expldravhat kind of activities supply
management performs for its internal key custondesketing literature on KAM (e.g.
Brielmaier 1998; Montgomery and Yip 2000; Mullned(2; Senn 1996, p. 58-62;
Shapiro and Moriarty 1984b; Zupancic 2001, p. 8p-8Relationship Marketing
literature (e.g. Bruhn 2001, p. 145; e.g. Heide aoldn 1990) and Industrial Marketing
literature (e.g. Hallén, Johanson and Seyed-Mohah®8&d) propose typical activities
that can be performed for customers. Many timew/ities like marketing and sales
activities, conflict management, internal coordim@tand special services are proposed.
In eleven structured expert interviews we have udised, completed and adapted the
identified activities to the context of internal KAIn the area of supply management.
The results are 33 specific KAM-Activities that cdme performed for supply
management’s internal key customers.

The identified activities are categorised accordingthe earlier presented supply
management relationships with internal customers, dupply base, company’s top
management and internal relationships of supplyagament (see figure 1). They can
be defined as (a) Customer-oriented activities,Sbpply-base-oriented activities, (c)
Internal supply management activities and (d) Crat@oactivities.

Along with literature we need to rate in what manK&M-Activities differ from
activities for average internal customers. Firsteré might be activities that are
exclusively performed for internal key customersrtRer differentiators are the
‘intensity’ and ‘proactivity’ of activities (Hombgy, Workman and Jensen 2002; Jensen
2004; Workman, Homburg and Jensen 2003). Thesablas reflect the extent of doing
the defined KAM-Activities more intensive or moreopctive and anticipatory for
internal key customers than for average internatauers. Exclusively performed
activities can be incorporated in the configurati@riable ‘intensity’. The presented
activity options can therefore be defined as the temposite factors ‘Intensity of
KAM-Activities’ and ‘Proactivity of KAM-Activities'.

Based on these considerations we formulate thewolly propositions:

Proposition 3: Performed ‘KAM-Activities’ have aptive influence on ‘KAM-
Effects’.

= P3a: The ‘Intensity of KAM-Activities’ has a posdiinfluence on the
‘Interaction Atmosphere’.

= P3b: The ‘Intensity of KAM-Activities’ has a posdiinfluence on the
‘Interdepartmental Integration’.

= P3c: The ‘Proactivity of KAM-Activities’ has a ptige influence on the
‘Interaction Atmosphere’.

» P3d: The ‘Proactivity of KAM-Activities’ has a ptige influence on the
‘Interdepartmental Integration’.
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Configuration Variables of KAM-Actors:

According to KAM literature (Homburg, Workman anén3en 2002; Jensen 2004;
Workman, Homburg and Jensen 2003) the next dimernside considered describes
the KAM-Actors as the actors who perform and cowasitk KAM-Activities. KAM
literature describes various options of the ass@mnof key account management
actors. Those options range from line executives take care of key accounts besides
their line responsibility to fulltime key accountamagers (Senn 1996). Even fulltime
key account management teams are widespread (SehBBelz 1994; Shapiro and
Moriarty 1984a). With regard to actors in interantiprocesses also the IMP-Group
mentions that multiple persons can be involvedthis context Hakansson refers to
“several individuals from different functional asgaat different levels in the hierarchy
and fulfilling different roles* (Hakansson 1990, 19). Actors are considered to have
direct influence on the relationships (Hakanssa82).9

Homburg, Workman and Jensen (Homburg, Workman andeh 2002; Jensen 2004,
Workman, Homburg and Jensen 2003) use the variatdzsnwork’ and ‘top
management involvement’ as elements of horizomédl\gertical participation for their
KAM conceptionalisation. These configuration valesb are transferred to internal
KAM and are defined as:

(@) ‘KAM-Teamwork’, as the degree of team assignimien the coordination of
KAM-Activities,

(b) ‘Top-Management-Involvement’, as the degree imiolvement of supply
management’s top management in internal key acananagement

We amend these variables by (3) ‘KAM-Capacity’ bs tlegree of full-time or part-
time assignment of KAM-Actors.

Especially innovation management literature stie$ise importance of teamwork (e.g.
Geminden and Salomo 2004). Originally for the effit design of innovation
processes, Witte (1973) refers to the necessitgoofbination of expert promotors and
power promotors in the company (Witte 1973). Expedmotors (e.g. buyers) bring in
their expertise into the innovation process, wher@awer promotors (e.g. top-
management) support the process with their pospiner (Reil3 1997, p. 104-107).
Hauschildt (1993; 1999) advanced the concept byngdd process promotor, who
coordinates interfaces, aligns goals, conciliatesase of conflicts and acts as mediator
between collaborating functions. Process promatarsbe understood as the ‘gear box’
between expert and power promotors (Rei3 199704-105). In the context of inter-
organisational collaboration Geminden and Waltee%) define an additional type of
promotors. Relationship promotors facilitate inbeganisational collaboration, manage
relationships and help to overcome collaboratimbfams.

Reflecting this, KAM-Actors especially serve asatanship promotors and process
promotors in the supply management ‘selling-cenfd&@pending on the degree of top-
management involvement, KAM-Actors can also futlii role of power promoters.
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This leads to following propositions:
Proposition 4: ‘KAM Actors’ have a positive influsnon ‘KAM-Effects’.

» P4a: ‘KAM-Team-Work’ has a positive influence timeraction
Atmosphere’.

= P4b: ‘KAM-Team-Work’ has a positive influence timeerdepartmental
Integration’.

» P4c: ‘Top-Management-Involvement’ has a positiieience the
‘Interdepartmental Integration’.

» P4d: ‘Top-Management-Involvement’ has a positiituance the ‘Interaction

Atmosphere’.

» P4e: The '‘KAM-Capacity’ has a positive influence tmteraction
Atmosphere’.

» P4f. The ‘KAM-Capacity’ has a positive influencee thinterdepartmental
Integration’.

Configuration Variables of KAM-Resources:

In internal KAM multiple functions, like materiakgup specialists, supply management
strategists and process experts, contribute tadhigities for internal key customers.
These functions usually belong to supply manageraedt fulfil the roles of expert
promotors. Bistritz et al. (1998, p. 22) determifighe ability of sales people to wield
influence within their own organisation and bririge tright resources to bear on their
customers’ needs is of prime importance”. In orterexert influence within their
organisation, key account managers in supply managemight have special authority
on other functions in their unit in order to be ehb bring the required resources
together that are necessary to fulfil the needmiafrnal key customer (Spekman and
Johnston 1986, p. 522). Therefore, we consider ‘KAMhority’ as an element of the
KAM-Resource dimension. It allows internal key aamob management to access
required expert promotors in terms of required KARMdsources.

Further more, different marketing research areastpmut how important it is that
internal resources collaborate efficiently. Espicibiterature about team-selling (e.g.
Smith and Barclay 1993) and market orientation. (@agvorski and Kohli 1993) but also
literature on new product development (e.g. Katohentzer 1998) comes to the same
findings. ‘KAM-Team-Spirit’ is therefore part of éhconceptualisation (Jensen 2004).

Accordingly, the following propositions are defined
Proposition 5: ‘KAM-Resources’ have a positiveuefhice on 'KAM-Effects’.

= P5a: ‘KAM-Authority’ has a positive influence thre ‘Interaction
Atmosphere’.

= P5b: ‘KAM-Authority’ has a positive influence tire ‘Interdepartmental
Integration’.

= P5a: ‘KAM-Team-Spirit' has a positive influence ‘tmteraction
Atmosphere’.

= P5b: ‘KAM-Team-Spirit’ has a positive influence ‘tmterdepartmental
Integration’.
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Configuration Variable of KAM-Formalisation:

Formalisation can be described through the existaricspecific rules, delegation of
authority, reporting structures, norms, procedaed sanctions, which characterise the
processes of an organisation (Hall, Haas and Nor@®6v). Formalisation can be
counted to the main dimensions of organisationgieéKieser and Walgenbach 2003,
p. 77). Common is the distinction between standatdin or programming and
formalisation of processes (Pugh et al. 1968). &®dnstructions are considered as
programming or standardisation, the written documten of it is considered as
formalisation. Formalisation can be regarded as$ phathe coordination instruments
(Reiss 2004) and can facilitate the developmenbuatines (Welker 2004, p. 10).

With the KAM concept in mind, we can distinguishotwevels of formalisation.
Formalisation of the supply management unit's maéicollaboration on the one hand
(Hall, Haas and Norman 1967) and the formalisaitistitutionalisation of the
relationships to internal customers on the otherdh@dakansson and Snehota 1995).
Referring to the work of the IMP-Group it has bgemnted out that routinisation of
exchange episodes, over a period of time, leads.wear expectations in both parties
of the roles or responsibilities of their oppositenbers” (Hadkansson 1982, p. 17). The
results are various norms of collaboration, habitgl standard procedures which all
serve the coordination (Halinen 1997, p. 49-50)daut also endanger open and creative
communication and conflict resolution.

With KAM-Formalisation as part of the KAM configuran we refer to the
formalisation of supply management’s internal dmdia@tion. Internal key account
management cannot only exist as formalised progiaman also be implemented
without fixed documentation of its reporting stmugls and procedures. The
formalisation/institutionalisation of relationships internal customers is addressed by
the interdepartmental integration.

The degree of ‘KAM-Formalisation’ is defined as glm variable of the KAM-
Formalisation dimension and is proposed as follows:

Proposition 6: ‘KAM-Formalisation’ has a positivafluence on '’KAM-Effects’.

» P6a: ‘KAM-Formalisation’ has a positive influemon the ‘Interaction
Atmosphere’.

= P6b: 'KAM-Formalisation’ has a positive influenoa ‘Interdepartmental
Integration’

(3) Situational factors

No interaction process can be analysed in isolatiituational factors need to be
considered according to the IMP Interaction Apploaince they influence the
development of business relationships (Hakanss@&2,19. 20-21). Whereas the IMP
Interaction Approach examines extra-organisatioobaracteristics, we adopt the
concept due to our intra-organisational level oélgsis and focus the organisational
context (Neuhaus 1996, p. 97). We use the followiagables as control variables in
our research model. First of all, the ‘Purchasinfiuence’ within the company as a
measure of supply management power might impactelagionships between supply
management and internal customers. Additionallyg tRurchasing Complexity’,

representing the number and variety of purchaseddgioand the complexity of
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purchasing decision processes, could influence lgupmanagement’s intra-
organisational relationships. Also, ‘Purchasing Biyic’ as the degree of dynamics and
changes in the organisation’s demands for purchagimods might influence the
relationships. The final control variable usedhe tOrganisation Size’. Since we use
the described variables as control variables, mpgsitions about their effects on the
intra-organisational relationships are defined.

5. Outlook

The overall aim of this paper was to highlight ihgortance of the complex intra-
company relationship network that supply managerhastto manage. The underlying
assumption is that supply management’s abilityréaie corporate advantages is highly
dependent on the relationships and interdepartientegration with its internal
customers. For further empirical study we haveothiced a research model comprising
possible design elements of KAM, expected effectshe relationships with internal
key customers, as well as measures for supply neamexgt’s performance.

The model is currently being tested empiricallytiie scope of a questionnaire-based
study. The questionnaire was sent to top procurenmeanagers in large-scale
enterprises. The study shall provide insights itite KAM elements’ levels of
contribution to supply management performance.
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