
Industrial Marketing Management xxx (2015) xxx–xxx

IMM-07247; No of Pages 10

Contents lists available at ScienceDirect

Industrial Marketing Management
Co-management of purchasing and marketing: Why, when and how?

Stephan M. Wagner a,⁎, Andreas Eggert b
a Chair of Logistics Management, Department of Management, Technology, and Economics, Swiss Federal Institute of Technology Zurich, Weinbergstrasse 56/58, 8092 Zurich, Switzerland
b Marketing Department, University of Paderborn, Warburger Strasse 100, 33098 Paderborn, Germany
⁎ Corresponding author.
E-mail addresses: stwagner@ethz.ch (S.M. Wagner), a

(A. Eggert).

http://dx.doi.org/10.1016/j.indmarman.2015.07.012
0019-8501/© 2015 Elsevier Inc. All rights reserved.

Please cite this article as: Wagner, S.M., & Eg
Management (2015), http://dx.doi.org/10.10
a b s t r a c t
a r t i c l e i n f o
Article history:
Received 3 March 2014
Received in revised form 14 April 2015
Accepted 13 June 2015
Available online xxxx

Keywords:
Purchasing
Marketing
Co-management
Alignment
Resource dependence theory
This article discusses the theoretical and conceptual foundations for the co-management of purchasing andmar-
keting and thereby provides some answers to the questions, why, when and how purchasing and marketing
should be co-managed. It develops a conceptual framework distinguishing between internal and external co-
management of purchasing and marketing. Improving value creation and value capture is identified as a neces-
sary “pull factor” driving the co-management of purchasing and marketing. Based on resource dependence the-
ory (RDT), we argue that dependence on critical resources is another important “push factor” for the emergence
of external co-management. We present a RDT-based typology of co-management constellations showing that
co-management is not a one-size-fits-all approach and summarize our findings in five propositions on the co-
management of purchasing andmarketing. In sum,we conceptualize co-management ofmarketing and purchas-
ing as a bridging strategy that allows a focalfirm to accommodate dependence on critical upstreamand/or down-
stream resources and improves value creation within the supply chain.

© 2015 Elsevier Inc. All rights reserved.
1. From co-existence to co-management of purchasing
and marketing

The pivotal role of purchasing and marketing for firms' value crea-
tion and value capture is undisputed (e.g., Ellram & Carr, 1994;
Hanssens, Rust, & Srivastava, 2009; Kähkönen & Lintukangas, 2012)
and both functions have increased their relevance in recent years.
With firms concentrating on their core competencies, the purchasing
function has adopted a strategic direction and is nowwidely recognized
as an important source of competitive advantage (Axelsson, Rozemeijer,
&Wynstra, 2005; Monczka, Trent, & Handfield, 2005). Faced with fierce
competition on a global scale, firms rely more than ever on their mar-
keting capabilities to connect with target markets and capture their
share of the value created within customers' usage situation (Kumar &
Shah, 2009).

While purchasing andmarketing are receiving increasing attention in
management practice and academia, their interfunctional alignment and
collaboration within a firm (internal co-management) and across firms'
boundaries (external co-management) has remained an underexplored
area (Sheth, Sharma, & Iyer, 2009; Smirnova, Henneberg, Ashnai,
Naudé, & Mouzas, 2011). Against this background, this article raises the
questions why, when, and how purchasing and marketing should be co-
managed. Sheddingmore light on these fundamental questions is impor-
tant as the co-management of both functionsmay increase the efficiency
and effectiveness of exchange processes and create a competitive
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advantage for individual firms and value delivery systems in general
(Kotler & Keller, 2012). Take the example of the European aircraft man-
ufacturer Airbus. The effective alignment of purchasing and marketing
functions within its organization as well as upstream to its suppliers
and downstream to its customers is a key success factor for this firm in
its constant battle for market dominance with its main competitor
Boeing.

The purchasing and marketing functions connect firms with their
market environment, both upstream to supplier and downstream to
customermarkets. From the perspective of a focal firm and by adopting
an intra-organizational view, “these two fields represent the extreme
ends of a company's value process and, hence, [appear] hardly related
to each other” (Ivens, Pardo, & Tunisini, 2009, p. 853). Consequently,
Sheth et al. (2009, p. 865) observed that “purchasing andmarketing op-
erate in distinct silos within the organization.”When adopting an inter-
organizational perspective and focusing on transactions between differ-
ent firms as the unit of analysis, however, the coexistence of purchasing
and marketing is a sine qua non, because transactions can only take
place when the purchasing and marketing functions of different firms
interact with each other. By definition, an inter-organizational perspec-
tive on exchange processes calls for the joint consideration of purchas-
ing and marketing practices. Indeed, early scholars studying inter-
organizational exchanges, such as Webster and Wind (1972a), ac-
knowledged this coexistence and contributed to our understanding of
both, purchasing and marketing processes.

Over the last decades, purchasing and marketing have been
researched with great success yet predominantly in isolation (Sheth
et al., 2009). The advent of the supply chain concept in the 1980s
spurred the emergence of a distinct academic discipline studying
urchasing and marketing: Why, when and how? Industrial Marketing
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procurement processes from a broader value chain perspective. The
supply chain concept holds that firms should align their market-facing
activities along the value chain to reap their full value creation potential.
This perspective experienced great academic and managerial success,
leading to more efficient and effective supply chains and the develop-
ment of purchasing into the supply chainmanagement (SCM)discipline
with its own journals, own departments, and distinct academic profile.

On the downside, both academic disciplines lost sight of their com-
mon grounds and the linkages between purchasing and marketing are
receiving little attention in the current literature. It is indicative for the
lack of exchange between the two disciplines that few marketing
scholars attend SCM conferences or publish in SCM journals and vice
versa. This lack of communication and exchange of ideas is surprising
as purchasing and marketing study two sides of the same coin.

Encouraged by this special issue of Industrial MarketingManagement
on the co-management of purchasing and marketing, we believe that it
is time to revisit the conceptual and managerial linkages between the
two domains. Several groups could gain from a more lively exchange
of ideas:

• Marketing and SCM scholars could benefit from the development of
joint concepts and methods and they might effectively challenge or
underscore existing knowledge from the other domain's perspective.

• From amanagerial perspective, the alignment of purchasing andmar-
keting (labeled as “co-management” within this article) has the po-
tential to improve value creation and value capture, both, within a
focal firm and across firms that are connected in a supply chain.

The objective of this article – written by two authors from SCM and
B-to-B marketing – is to stimulate a lively academic dialogue between
the two domains and to help firms to improve the co-management of
purchasing and marketing. Towards this end, we first define co-
management of purchasing and marketing and disentangle its intra-
organizational and inter-organizational mode. We then position key
marketing and SCM concepts within our framework. Next, we introduce
resource dependence theory (RDT) as theoretical foundation for under-
standing the co-management of purchasing and marketing. Based on
RDT we develop a typology for purchasing–marketing co-management
which describes different constellations that are illustratedwith case ex-
amples. We summarize our findings in five propositions on the co-
management of purchasing and marketing and conclude with a discus-
sion of implications and limitations of this research.

2. Defining co-management of purchasing and marketing

The buying function (purchasing and supply) is responsible for ac-
quiring resources from factor markets that are required for value crea-
tion. The marketing and sales function, in turn, relates a focal firm to
its customers in order to capture value in the market place. Both func-
tions are needed to initiate business relationships (Edvardsson,
Holmlund, & Strandvik, 2008) of a focal firm with its upstream and
downstream partners.

We refer to the co-management of purchasing andmarketing as the
alignment of the activity links, resource ties, and actor bonds
(Håkansson & Snehota, 1995) in the relationship among buying and
selling functionswithin and across firmswith the objective to create su-
perior value for the firms (Dyer & Singh, 1998; Ghosh & John, 2005). Co-
management of purchasing and marketing can occur, for example,
through the sharing of information or the coordination of tasks (activity
links), the transfer of know-how or financial resources (resource ties),
and the definition of joint goals or mutual commitment (actor bonds).

For example, take aircraft manufacturer Airbus who recently faced
increasing pressure from large airline customers, such as Emirates, to
upgrade the A380with new engines. Engine suppliers consider new en-
gine developments for the A380 challenging due to poor sales of the
Please cite this article as: Wagner, S.M., & Eggert, A., Co-management of p
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aircraft. Hence, the aircraft manufacturer needs to connect technical,
market forecast and industrial activitieswith suppliers to assess techno-
logical aswell as commercial feasibility of a potential new engine for the
A380 (activity links). Should engine suppliers consider the downstream
customer's request, they would have to join forces with the aircraft
manufacturer commit and share resources for the development, mar-
keting and sales of the engine and upgraded aircraft (resource ties). Fi-
nally, aircraft manufacturers and engine suppliers could engage in long-
term interaction through sales, or maintenance, repair and overhaul
(MRO) arrangements (actor bonds).

Co-management can take placewithin an organization and/or across
firms. Intra-organizational co-management involves the alignment of
purchasing and marketing functions within a focal firm, while its
inter-organizational counterpart links the purchasing function of the
focal company to its suppliers and its marketing function to its cus-
tomers. This leads to the two types of co-management: internal and
external.

Fig. 1 depicts our conceptual framework of the co-management of
purchasing and marketing. It highlights that co-management can
come in two different forms (internal co-management as an intra-
organizational challenge and external co-management as an inter-
organizational task). Fig. 1 also shows that we adopt the perspective
of a focal firm for the purpose of our analysis. This focal firmmay be po-
sitioned upstream or downstream along the supply chain, e.g. it could
be a supplier of parts or components, an original equipment manufac-
turer, or a distributer. Depending on the power-dependence constella-
tion, co-management of purchasing and marketing can be initiated by
the focal firm or a more powerful member of the supply chain
(Homburg, Wilczek, & Hahn, 2014).

To get a better grasp of the co-management concept, we first discuss
its academic foundation and then distinguish between its two forms, in-
ternal and external co-management.

2.1. Co-management

The notion of ‘co-management’ has predominantly been used for
investigating the management of natural resources considering ecolog-
ical, economic and societal influences, where the latter involves re-
source users and the government (e.g., Natcher, Davis, & Hickey, 2005;
Plummer & Armitage, 2007). In co-management, “[d]ifferent levels of
organization … have comparative advantages in the generation and
mobilization of knowledge acquired at different scales. Bridging organi-
zations provide a forum for the interaction of these different kinds of
knowledge, and the coordination of other tasks that enable co-
operation: accessing resources, bringing together different actors, build-
ing trust, resolving conflict, and networking” (Berkes, 2009, p. 1692).

For the purpose of our research, we apply the idea of co-
management to the purchasing and marketing interface. Indeed, creat-
ing networks, establishing social capital, cooperating, sharing power,
building trust, resolving conflicts etc. are at the heart of relationship
marketing (e.g., Grönroos, 2004; Palmatier, Dant, Grewal, & Evans,
2006) and buyer–supplier relationship management (e.g., Vanpoucke,
Vereecke, & Boyer, 2014; Wagner, 2011). Another commonality be-
tween the traditional application of the ‘co-management’ concept in
the management of natural resources (e.g., Berkes, 2009; Plummer &
Armitage, 2007) and the management of supply chains, supply net-
works and downstream markets (e.g., Pathak, Day, Nair, Sawaya, &
Kristal, 2007; Wollin & Perry, 2004) is the “complex adaptive systems”
viewwhere individuals, groups, organizations ormarkets are connected
and interact with each other.

Finally, in the ‘co-management’ of natural resources some parties
might be more dependent on the natural resources than others, or
some parties might have the power and control over resources that
others require (e.g., Plummer & Armitage, 2007). Likewise, the co-
management of purchasing and marketing hinges on resource and
power dependence considerations within the buying firm and in the
urchasing and marketing: Why, when and how? Industrial Marketing
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Fig. 1. Conceptual framework of co-management of marketing and purchasing.
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buyer–supplier relationship (e.g. Ketchen & Hult, 2007; Petersen,
Handfield, Lawson, & Cousins, 2008). We will therefore refer to RDT
(Pfeffer, 1981; Pfeffer & Salancik, 1978) as theoretical foundation for
studying the co-management of purchasing and marketing (see
Section 4).

As co-management can be an intra-organizational challenge as well
as an inter-organizational task, we discuss bothmodes in more detail in
the next paragraphs.

2.2. Internal co-management

Internal co-management as the alignment between different func-
tions within a firm has received research attention from scholars study-
ing cross-functional integration (e.g., Eng, 2005; Moses & Åhlström,
2008). However, most of these efforts involving purchasing focused on
integration between purchasing and R&D (e.g., Atuahene-Gima, 1995;
Lakemond, van Echtelt, & Wynstra, 2001), purchasing and operations
(Ellegaard & Koch, 2012; Pagell, 2004), respectively manufacturing
(Dale & Cunningham, 1983) or logistics (e.g., Ashenbaum & Terpend,
2010).

Similarly, efforts involving marketing were mainly concerned with
the integration of marketing and sales (e.g., Guenzi & Troilo, 2006;
Rouziès et al., 2005), marketing and R&D (e.g. Griffin & Hauser, 1996;
Gupta, Raj, & Wilemon, 1986), marketing and operations (Mollenkopf,
Frankel, & Russo, 2011; Verma, Thompson, Moore, & Louviere, 2001),
Table 1
Overview of literature on the purchasing–marketing interface.

Authors Type of study Major aims or findings

Håkansson (1982) Qualitative,
800 interviews

• The IMP interaction model considers intra
which are embedded in the inter-organiza

• “[C]onsider simultaneously the interplay b
Naumann, Lincoln, and
Williams (1984)

Survey, n = 312 • The observed relative influence of market
• Relative influence of purchasing increases
rebuy, while the influence of marketing sh

Cunningham and
Homse (1986)

Survey, n = 59 • Interpersonal contacts between the suppl
contact between the supplier and buyer

• Interpersonal contacts vary in terms of fre
Williams, Giunipero, and
Henthorne (1994)

Survey, n = 56 • The goal of both – purchasing and market
• Improvements in cross-functional collabo

Hawes, Baker, and
d'Amico (2006)

Conceptual • Purchasing professionals should participat
their purchasing organization

Ivens et al. (2009) Conceptual • “[I]nteractions and interdependencies bet
organization, capabilities and performanc

• “Articles dealing with the nature and cons
are scarce.” (p. 853)

Sheth et al. (2009) Conceptual • Marketing solutions (instead of products)
purchasing departments

• “A new era of closer alignment and integr
Smirnova et al. (2011) Survey, n = 148 • “Interfunctional collaboration … contribut

and facilitating demand chain integration.
• Interaction between purchasing and mark
on customer orientation
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respectively manufacturing (Hausman, Montgomery, & Roth, 2002) or
logistics (Stank, Daugherty, & Ellinger, 1999). These studies on intra-
organizational cross-functional integration have in common that they
regularly emphasize the positive implications on relationship, project
and organizational performance of the integration efforts, and the
need to actively manage the integration efforts by setting up appropri-
ate cultures, structures, teams, reward systems or communication
structures.

To date, the purchasing–marketing interface has received little at-
tention (Ivens et al., 2009). Table 1 summarizes the literature on the
purchasing–marketing alignment and interface management.

2.3. External co-management

External co-management as the alignment between organizations is
a central notion of inter-organizational research in marketing and the
foundation for the relationship marketing literature (Dwyer, Schurr, &
Oh, 1987; Palmatier, 2008; Sheth & Parvatiyar, 1995). Purchasing has
also long promoted the alignment with suppliers beyond the first tier
(Dubois & Fredriksson, 2008; Mena, Humphries, & Choi, 2013), and
SCM the alignment across all tiers in the value chain to eliminate fric-
tions at the interfaces between organizations and to focus all activities
on the creation of customer value (Cooper, Lambert, & Pagh, 1997;
Stock, Boyer, &Harmon, 2010). As such, Christopher (2005, p. 5) has de-
fined SCM as “… the management of upstream and downstream
-organizational relationships between purchasing and marketing,
tional exchange relationship
etween marketing and purchasing strategies.” (p. 59)
ing and purchasing across Webster and Wind's (1972b) purchase phases varies
as the purchase situation changes from new buy, to modified rebuy and straight
ows no statistically significant difference across purchase situations
ier's marketing team and the buyer's purchasing DMU shape the inter-organizational

quency, breadth and level
ing – must be the facilitation of the exchange process in the value chain
ration between purchasing and marketing is beneficial
e in the “universal marketing function” of the firm to enhance the effectiveness of

ween customers and suppliers – may have [an influence] on the strategic role,
e of the marketing and purchasing functions.” (p. 851)
equences of the integration between marketing and purchasing, however,

and customer-centricity demand better alignment and integration of marketing and

ation between purchasing and marketing has just begun.” (p. 870)
es to the creation of sustainable advantages via improved external partnerships
” (p. 54)
eting has a positive impact on purchasing and marketing collaboration as well as

urchasing and marketing: Why, when and how? Industrial Marketing
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relationshipswith suppliers and customers to deliver superior customer
value at less cost to the supply chain as a whole.” Further and beyond,
Lusch, Vargo, and Tanniru (2009, p. 20) argue that “the disciplines of
marketing and supply chain management should converge around the
concept of a value network”, since value creation requires the manage-
ment of relationships with multiple suppliers and multiple customers.

In practice, an alignment encompassing the entire value chain – as
proposed by many SCM definitions (“cradle to grave”), is hardly ever
seen. From a theoretical stance, it offers the strongest potential for im-
proving the efficiency and effectiveness of the value chain. However,
its implementation in business practice often remains a fiction rather
than reality. The more “distant” in the value chain the supplier or cus-
tomer is from the focal firm, the more challenging it becomes to obtain
information, establish mutual trust, create transparency, and most im-
portantly, control opportunistic value capture of individual organiza-
tions (Piercy, 2009).

Against this background, co-management of purchasing and mar-
keting focusing on the alignmentwithfirst-tier suppliers and direct cus-
tomers seemsmore realistic in practice than the normative prescription
to align across all stages in the value chain.We therefore understand co-
management as an intermediate stage between unaligned activities of
the different actors within a value chain on the one hand and normative
SCM prescriptions on the other. Adopting a real-world perspective, we
need to understand the theoretical basis of the external co-
management ofmarketing and purchasing and to build this up as an im-
portant firm competence.

2.4. Marketing–purchasing co-management for inter-organizational
alignment

The necessity to coordinate buying and selling functions in order to
align stages across the supply chain is widely recognized. Esper,
Ellinger, Stank, Flint, and Moon (2009, p. 5), for example, observed
that “successfully managing the supply chain to create customer value
requires extensive integration between demand-focused processes
and supply-focused processes that is based on a foundation of value cre-
ation through intra-organizational knowledge management.” The un-
derlying premise is that intra-organizational relationships between
purchasing andmarketing are embedded in the inter-organizational ex-
change relationship (Håkansson, 1982), and that intra-organizational
collaboration in general, and the collaboration between purchasing
andmarketing in particular, is a prerequisite for the successful manage-
ment of external relationships with suppliers and customers in a supply
chain (Smirnova et al., 2011; Wynstra, Axelsson, & Van Weele, 2000).
We therefore claim that internal co-management of purchasing and
marketing is a prerequisite for the efficient and effective execution of
a firm's external co-management of supplier and customer relation-
ships. In other words, internal co-management is a means to an end
which provides little bottom line contribution unless it goes together
with an external co-management of purchasing and marketing.

3. Key marketing and SCM concepts in the framework

While the notion of co-management is fairly new to the marketing
literature, it is conceptually related to well-established constructs and
concepts such as market orientation, customer value, key account man-
agement, and boundary spanning. In the following, we discuss these
concepts with their traditional application towards the customer and
how they are targeted towards the supplier.

3.1. Upstream market orientation vs. downstream market orientation
(supplier orientation vs. customer orientation)

Market orientation is a core construct of the marketing discipline,
where market-oriented activities have a positive influence on firms'
competitive advantage and performance (Jaworski & Kohli, 1993;
Please cite this article as: Wagner, S.M., & Eggert, A., Co-management of p
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Narver & Slater, 1990; Slater & Narver, 1994). It can be conceptualized
from two perspectives: upstream and downstream. Upstream market
orientation was defined by Langerak (2001, p. 223) as “the intelligence
generation and dissemination activities that are necessary to under-
stand how the know-how and skills of suppliers can be used to create
superior customer value”, and likewise, downstreammarket orientation
(customer orientation) as “the intelligence generation and dissemina-
tion activities that are necessary to understand what customers value.”

Marketing adopts the downstream perspective and emphasizes cus-
tomer orientation as a necessary condition for firm success in buyer's
markets. The marketing concept holds that in the long run, only those
firms will survive that satisfy customers' requirement more effectively
and efficiently than their competitors. Customer orientation calls for
external alignment with customer firms to gain an in-depth under-
standing of their preferences and requirements aswell as internal align-
ment to disseminate customer knowledge within the organization
(Kohli, Jaworski, & Kumar, 1993). Additional advantages can arise if a
firm is able to extend its customer orientation to customers beyond
thefirst tier (Wagner, 2010). It should benoted, however, that customer
orientation as a normative prescription is contingent on buyer markets
where supply outweighs demand. If the focal firm operates in a seller's
market where customer demand is higher than the available supply,
customer orientation loses importance and efficient operations and dis-
tribution systems become key success drivers.

Supplier orientation is the flip side of customer orientation. In con-
trast to customer orientation, it has received limited attention in the
marketing literature. Supplier orientation emphasizes upstream
external co-management togetherwith internal co-management to dis-
seminate knowledge about suppliers' capabilities within the focal orga-
nization (Hult, Ketchen, Adams, &Mena, 2008) and it is most important
when the focal firm faces upstream sellermarkets. The purchasing liter-
ature has suggested supplier oriented purchasing behavior (SOPB) to
help the buying firm in “understanding and satisfying the needs of
targeted suppliers and fostering the development ofmutually beneficial
buyer–seller relationships.” (Humphreys, Williams, & Goebel, 2008,
p. 328) Activities of SOPB as means for buying firms to implement sup-
plier orientation and functioning relationshipswith key suppliers center
around professional purchasing, supplier assistance, buyer–supplier
communication, responsiveness towards suppliers, and effective pro-
cesses (Dubinsky & Ingram, 1982; Humphreys et al., 2008).

In sum, customer and supplier orientation both involve internal co-
management but differ in their downstream versus upstream direction
of external co-management requirements.While customer and supplier
orientation stress intelligence generation and dissemination, co-
management goes beyond these activities and also includes common
goal setting and coordination tasks between themarketing and the pur-
chasing functions within and across organizations.
3.2. Supplier value/supplier lifetime value vs. customer value/customer
lifetime value

Generating superior customer value is the ultimate objective of co-
management and SCM (Christopher, 2005). Customer value resides in
core benefits and add-on benefits for the customer, and in purchasing
price, acquisition cost as well as operations cost sacrifices (Menon,
Homburg, & Beutin, 2005). When a firm is able to generate value for a
customer, the customer will likely be more loyal, buy more frequently
and have a higher lifetime value (Berger & Nasr, 1998). Given these ex-
pected benefits, firms increasingly go beyond selling products, services
and solutions, and instead, engage in value-based selling by “under-
standing and improving the customer's business in a proactivemanner.”
(Töytäri et al., 2011, p. 494) Value-based selling requires that the firm
comprehends its customers' business models, creates a value proposi-
tion and communicates and delivers the value to the customer. Toman-
age this, salespeople need support from internal departments (including
urchasing and marketing: Why, when and how? Industrial Marketing
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purchasing andSCM) to be able to develop and sell the value proposition
to customers (Terho, Haas, Eggert, & Ulaga, 2012).

As Möller and Törrönen (2003, p. 110) observe, “[t]he issue of sup-
plier value could be seen as a ‘mirror problem’ to that of analysing cus-
tomer value.” Likewise, Ramsay (2005, p. 554) states that “[t]he benefits
enjoyed by firms as customers have been labelled ‘customer value’ in
the marketing and strategic texts, and it seems reasonable therefore to
give the title ‘supplier value’ to benefits accruing to firms in their role
as suppliers.” Besides revenues and profits generated with the custom-
er, value for the supplier can also reside in intangibles such as know-
how or intellectual property generated in innovation projects with cus-
tomers (Coley, Lindemann, & Wagner, 2012; Smals & Smits, 2012).

In both concepts, the value created in the exchange relationshipwith
a supplier respectively customer is assessed and actively managed.
An underlying premise of our co-management framework is that
value creation with suppliers and customers through an external co-
management is higher when an internal co-management of purchasing
and marketing is in place.

3.3. Key supplier management vs. key account management

Key account management is defined as “the performance of addi-
tional activities and/or designation of special personnel directed at an
organization's most important customers” (Workman, Homburg, &
Jensen, 2003, p. 7). In marketing practice, key account management is
a widely employed instrument for aligning with important customers
and improving value creation. Key account managers create value for
their customers in two different ways: by increasing the fit between
their organization's value offer and customer's needs (external func-
tion) and by coordinating the complex, customer-related processes
within their own organization (internal function) (Georges & Eggert,
2003).

The same logic also underlies key supplier management, where
“[k]ey suppliers are increasingly seen as strategic assets of buying com-
panies which need careful nurturing to fully utilize their potential for
value creation.” (Ivens, van de Vijver, & Vos, 2013, p. 135) Key supplier
management deals with dyadic activities and processes at the buyer–
supplier interface and the allocation of resources towards key suppliers
(Henneberg, Pardo, Mouzas, & Naudé, 2009) and “can be interpreted as
the mirror image of key account management” (Ivens et al., 2013,
p. 135).

Key account and key supplier management can be understood as
special forms of purchasing and marketing co-management. While
they are discussed either with an upstream or downstream direction
in mind, co-management takes a broader view and recognizes the
need to align with important value chain partners in both directions.
Likewise, Henneberg et al. (2009) observe that firms should try to
match or manage value strategies towards customers and supplier.

3.4. Boundary spanning

Both, purchasing as well as marketing are “boundary spanning units
that link the organization with its environment.” (Jemison, 1984,
p. 131). The tasks of boundary spanning functions are (1) to obtain in-
formation from the outside and to selectively disperse this information
within the organization, (2) to identify and satisfy the needs of impor-
tant stakeholders – including customers and suppliers – in order to cre-
ate value for the organization, and (3) to manage the acquisition of
critical resources from the outside (Aldrich & Herker, 1977; Jemison,
1984). Boundary spanning functions have more influence on and
participate in strategic decisions (Jemison, 1984).

The marketing function holds responsibility for obtaining informa-
tion about the customermarkets and establishing links to andmanaging
relationships with customers (Hult, 2011). Similarly, the purchasing
function obtains information from supply markets, selects suppliers
and manages supplier relationships (Hallenbeck, Hautaluoma, & Bates,
Please cite this article as: Wagner, S.M., & Eggert, A., Co-management of p
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1999). While the boundary spanning nature of purchasing and market-
ing underlines the strategic importance of both functions, an effective
co-management of purchasing and marketing can create further bene-
fits and value for the firm, since the boundary spanning links to two im-
portant stakeholders are aligned (Piercy, 2009).
4. Co-management of purchasing and marketing from a resource
dependence perspective

We draw on RDT (Pfeffer, 1982; Pfeffer & Salancik, 1978) as a theo-
retical lens for understanding why and when co-management of pur-
chasing and marketing occurs. RDT “has become one of the most
influential theories in organizational theory” (Hillmann, Withers, &
Collins, 2009) and has successfully been applied in the purchasing and
the marketing domain (e.g., Eggert, Ulaga, & Hollmann, 2009; Ketchen
& Hult, 2007). It provides a suitable framework for our purpose because
it focuses on the interplay between two key variables that shape pur-
chasing andmarketing: value and power. The acquisition of valuable re-
sources is the fundamental driving force behind purchasing and
marketing. Power constellation creates (inter-) dependence and there-
by greatly influences exchange processes between organizations.
Against this background, Homburg et al. (2014, p. 68) emphasize: “Re-
search on interfirm cooperation has shown that the balance of power
between firms is an important success factor for cooperation”, such as
the co-management of purchasing and marketing. Compared to other
theoretical lenses such as transaction cost theory or the resource-
based view, RDT offers a more comprehensive perspective that com-
bines a focus on the acquisition and exchange of valuable resources
with the impact of power constellations on organizations.

RDTdescribes organizations as open systems (Ackoff, 1961). By their
very nature, open systems need to interact with their environment as
they cannot become self-sufficient with regard to critical resources
(Pfeffer, 1982). RDT assumes that firms are driven by the objective to
survive (Pfeffer & Salancik, 1978). From this theoretical perspective, in-
creasing profits is understood as a means to an end, with survival being
the ultimate goal of the firm. As open systems, firms need to ensure a
constant flow of critical resources from their suppliers in order to sur-
vive. This lack of self-sufficiency creates dependencies between a firm
and its suppliers of critical resources (Pfeffer, 1982). It is important to
note that suppliers of critical resource can reside in upstream (i.e. sup-
plier firms) or downstream (i.e. customer firms) markets as well as in
thewider organizational environment (e.g. political parties holding reg-
ulatory power).

Dependence on its suppliers of critical resources constrains the
firm's actions. As open systems, firms need to accept some degree of de-
pendence in order to survive, yet they employ different strategies to re-
duce their dependence on others and mitigate its consequences
(Hillmann et al., 2009; Pfeffer & Salancik, 1978). Aligningwith suppliers
of critical resources can be an effective means of coping with depen-
dence. Building formal and semi-formal links belongs to a set of “bridg-
ing strategies” (Pfeffer, 1982) “whose main purpose is to gain control
over the other organizations' resources” (Stock, 2006, p. 589). Promi-
nent examples for bridging strategies are strategic alliances and joint
ventures (Drees & Heugens, 2013). The external co-management of
purchasing and marketing is another example for a bridging strategy
which aims at copingwith dependence and ensuring access to resources
that are critical for the focal firm.

Critical resources to be obtained from upstream suppliermarkets in-
clude – in addition to materials, components, modules, and systems –
also cost reductions, innovation or access to new technologies. Critical
resources from downstream markets are customers' demand, that is,
desire for the goods and services offered by the focal firm together
with customers' willingness to pay the requested price, yet also cus-
tomers' willingness to share information, spread positive word-of-
mouth, and co-create value with the focal firm (Vargo & Lusch, 2004).
urchasing and marketing: Why, when and how? Industrial Marketing
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Seen through the lens of RDT, we understand external co-
management of purchasing andmarketing as an attempt tomanage de-
pendence and ensure access to critical resources. Aligning upstream
and/or downstream with supplier and customer firms better translates
market demand into resource requirements on the supply markets and,
as such, reduces uncertainty with respect to the required resources.
However, building formal and informal ties with supplier or customer
firms also consumes critical resources that are needed for firm survival,
such as management attention (Ivens et al., 2009). We therefore pro-
pose that a focal firm is unlikely to engage in intensive efforts to co-
manage purchasing and marketing unless the power-dependence
structure encourages the use of bridging strategies. For example, a
powerful focal firm that sources from upstream markets with many
competitive suppliers will have a low inclination to co-manage its sup-
plier interface. The same holds true for a firm with a strong brand that
sells a uniqueproduct to downstreammarketswhere customer demand
outweighs supply.

In a nutshell, RDT offers a theoretical explanation why co-
management of purchasing and marketing occurs. It is a bridging
strategy that is meant to accommodate a focal firm's dependence on
critical resources such as innovative technologies or customer demand.

5. Typology for purchasing–marketing
co-management constellations

In this section we aim to classify different types of purchasing–
marketing co-management constellations. Since the research presented
in this article relies on theory and conceptual development for exploring
the why, when and how of purchasing–marketing co-management – as
opposed to empirical testing – we present a typology, which is mostly
conceptual (in contrast to a taxonomy, which is derived from data)
(Bailey, 1994). We are particularly interested in the resource depen-
dence and power influences.

From the discussion of RDT presented in Section 4 it becomes
evident that dependence on suppliers and/or customers will trigger
the external co-management with suppliers respectively customers,
and also the meaningfulness of internal purchasing–marketing co-
management. Fig. 2 shows the typology of purchasing–marketing co-
management contingent on the focal firm's dependence on suppliers
and customers.

In the lower left quadrant, i.e. in situations of low dependence on
critical resources from outside suppliers and customers, external co-
management of both suppliers and customers is not recommended,
Downstream,
customer-focused 

(unidirectional)

e.g., Walmart
(consumer goods)

No
co-management

Customer- and
supplier-focused 

(bidirectional)

e.g., Airbus
(engines)

Upstream,
supplier-focused
(unidirectional)

e.g., Intel
(IT equipment)

Dependence
on customers

Dependence
on suppliers

High

Low

HighLow

1 3

2

Fig. 2. Purchasing–marketing co-management constellations.
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and hence, internal purchasing–marketing co-management is also not
likely to emerge. Three constellations exist where an internal co-
management of purchasing and marketing is recommended, however,
with different orientations.

(1) In case of high dependence on customers, that is, when the focal
firm finds itself offering products in a buyer's market, RDT
recommends to set up a bridging strategy and establish an
alignment with these customers. The customer demands need
to be transferred to the suppliers. Since the focal firm's dependence
on the suppliers is low, the requirements from the customers can be
rather easily tapped from the suppliers. In order to establish this
link, a downstream, customer-focused co-management of the
purchasing and marketing functions is necessary to internalize
the (powerful) customers' demands.
Retailers in consumer markets regularly are typical examples of
firms in such situations. Walmart, for example, is known for
squeezing suppliers and requiring them to implement systems
that will help Walmart to reduce costs wherever possible. Co-
managing the supplier–Walmart interface is not on Walmart's
agenda. At retailers, such as Walmart, category management is
the purchasing–marketing co-management practice that helps
them to transfer demand from downstream customers into the
supply chain. Here, co-management focuses on the customer to
define appropriate categories and assortments, pricing strate-
gies, sales channels or store space allocation. Also, retailers col-
lect and analyze customer-related data to take more informed
category management decisions, and where and from whom to
purchase which products to meet consumer needs.

(2) When dependence on customers is low, but dependence on
supplier resources is high, or when the focal firm finds itself in
situations where its suppliers are in a seller's market, RDT rec-
ommends an external alignment with suppliers. An external
co-management with suppliers, in turn, requires, an upstream,
supplier-focused co-management of the purchasing andmarket-
ing interface in order to be able to utilize suppliers' critical re-
sources for the benefit of the customer.
Computer chip manufacturer Intel, for example, dominates the
global microprocessor market, and pushes new generations of
semiconductors into the market that customers will inevitably
buy. However, for computer chip manufacturers, such as Intel,
semiconductor manufacturing equipment is key for technologi-
cal progress and market success. Hence, Intel highly depends
on semiconductor equipment suppliers, such as ASML for lithog-
raphy equipment. As a bridging strategy, Intel invested in equity
and R&D at ASML to strengthen the cooperation and ensure that
the next generation (i.e., 450 mm) wafer technology can be de-
veloped sooner than later in order to significantly reduce costs
and increase productivity for the benefit of the customers (in
order to maintain market leadership).

(3) In case of high dependence on customers as well as suppliers,
that is, when the focal firm faces powerful suppliers and
customers, an external co-management of the supplier and cus-
tomer interfaces is critical. As a consequence, a bidirectional,
customer- and supplier-focused co-management of the purchas-
ing and marketing interface is needed.
Some supply chains in the aviation industry can serve as a show-
case for this situation. For jet engines, aircraft manufacturers
such as Airbus have to deal with a few large suppliers
(e.g., Rolls-Royce, GE Aviation, Pratt & Whitney), while the air-
lines as customers on the other hand are sufficiently powerful
to ask for certain engines (e.g., based on fuel consumption,main-
tenance strategy). From a marketing perspective, forecasts on
the developments of the commercial aircraft market drive OEM
and supplier investments. On the upstream side, engine alliances
(such as between GE Aviation and Pratt & Whitney) support
urchasing and marketing: Why, when and how? Industrial Marketing
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Airbus' A380. Therefore, for Airbus, external co-management to
align the interface with customers and engine suppliers is criti-
cal. The success of these efforts will be supported through a bidi-
rectional, customer- and supplier-focused co-management of
purchasing and marketing.
In sum, the proposed typology and the three examples show
that there is no ‘one-size fits all’ approach towards the co-
management of purchasing and marketing. Instead, the depen-
dence on external resources downstream and upstream in the
supply chain necessitate different forms of internal
purchasing–marketing co-management.

6. Propositions

Based on our conceptual framework (see Fig. 1), the discussion of
RDT, and the typology of co-management constellations (see Fig. 2),
we summarize our conclusions in five propositions for the co-
management of purchasing and marketing.

First, we point out that the co-management of purchasing and mar-
keting is driven by the quest for superior value creation in competitive
markets (the pull factor). Aligning the purchasing and marketing func-
tions between and within organizations has the potential to create su-
perior value at lower costs. However, setting common goals and
coordinating across organizations and functions also consumes valuable
management resources and creates chances for opportunistic value cap-
ture. Therefore, co-management of purchasing and marketing is not a
one-way street to success but should be implemented after taking its
potential benefits and costs into consideration.

P1: Co-management has the potential for greater value creation, but
does not automatically lead to greater value for the focal firm.

Co-management of purchasing andmarketing is unlikely to apply to
all materials, material groups, or services sourced by a focal company.
Against the background of RDT that identifies resource dependence
as a push factor encouraging the use of bridging strategies, co-
management of purchasing and marketing emerges as a focused ap-
proach that is limited to critical resources.

P2: Co-management is not for all transactions (i.e. not for the entire
firm), only for critical materials, material groups, or services.

When the focal firm operates in upstream buyer markets and
downstream seller markets (lower left quadrant of our typology), co-
management of purchasing and marketing is unlikely to occur. The
prospect of superior value creation through better coordination (the
pull factor) is a necessary yet often not sufficient condition for the exter-
nal co-management of the purchasing-marketing interface.

P3: Co-management is not for all constellations (i.e., it is based on re-
source dependence).

Intra-organizational relationships are embedded in inter-
organizational relationships (Håkansson, 1982) and internal co-
management of purchasing and marketing is a necessary condition
for an effective external co-management. Without external co-
management, however, internal co-management of the purchasing
and marketing function has little effect.

P4: Internal co-management in itself (i.e. without any external co-
management) is not effective.

The external and internal co-management of purchasing and mar-
keting (see Fig. 1) is an intermediate stage between firms behaving
like independent actors and a completely aligned value chain (“cradle
to grave”). Total alignment across all firms in a value chain creates
Please cite this article as: Wagner, S.M., & Eggert, A., Co-management of p
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superior value for the final customer but requires a level of transparen-
cy, trust, and abstinence from opportunistic behavior that can hardly be
realized between more distant actors. Indeed, the development of trust
and transparency is a process that tends to progress gradually, not by
leaps and bounds. In line with Palmatier, Houston, Dant, and Grewal
(2013, p. 13), we hold that “relationships between firms evolve over
time”. Co-management of purchasing and marketing with its focus on
first-tier suppliers and direct customers is a realistic approach and
firms should systematically develop their co-management capabilities.

P5: Co-management is the first step towards gradual extension to a
value chain-encompassing alignment (i.e. “full SCM”).
7. Discussion and implications

Section 4 underlinedwhy firms engage in purchasing–marketing co-
management for value creation, Section 5 derivedwhen certain forms of
external and internal co-management are recommended, and Section 6
formalized these insights in propositions.We now derive recommenda-
tions on how firms and managers should implement purchasing–
marketing co-management by aligning activity links, resource ties,
and actor bonds (Håkansson & Snehota, 1995) in practice.

First,firms should assess – based on the resource dependence consid-
erations discussed in Sections 4 and 5 – which type of purchasing–
marketing co-management to pursue. They must judge whether their
dependence on suppliers and customers is either low or high in order
to derive the preferred co-management approach (see Fig. 2). The
most suitable approachwill depend on thefirm's industry, product offer-
ing andmarket situation (i.e. buyer's vs. seller's market). Since resources
are inevitably limited, the resource ties in case of unidirectional (i.e.
customer- or supplier-focused) co-management should also be unidirec-
tional, i.e. support the co-management with the powerful partner.

Second, in most organizations, purchasing and marketing have dif-
ferent goals and are therefore rewarded differently. Goal incompatibili-
ty, however, creates a problem in the implementation of purchasing–
marketing co-management. For goal alignment, purchasing and mar-
keting should establish actor bonds to create relationships with mutual
understanding and commitment among the functions and the individ-
uals on both sides. This could be done, for example, through know-
how transfer and learning about each other's responsibilities and
tasks, integration of purchasing andmarketing processes or joint meet-
ing structures. Actor bonds will support that employees in both func-
tions understand the purchasing's and marketing's role in the overall
firm strategy and how the firm depends on suppliers and/or customers.
Goals of purchasing and marketing employees must then be cascaded
down from firm goals to departmental- and individual-level goals.

Third, experiences and findings from sales and operations plan-
ning (S&OP) help explain how internal purchasing–marketing co-
management can be implemented. S&OP attempts “[t]o develop tactical
plans that provide management the ability to strategically direct its
businesses to achieve competitive advantage on a continuous basis by
integrating customer focused marketing plans for new and existing
products with the management of the supply chain.” (Blackstone &
Jonah, 2013, p. 154) As an advancement of S&OP – which is concerned
with the alignment of short-term and tactical plans (e.g., orders, back-
logs, capacities, inventory levels) and long-term and strategic plans
(e.g., financial resources, investments) across functions within the firm
(Wagner, Ullrich, & Transchel, 2014) – purchasing–marketing co-
management is also concerned with the long-term and strategic inte-
gration across the functions, but also across the firms. It has been
observed that “[e]mpowering all members of the cross-functional
S&OP team, gaining top management support and sponsorship, and
managing employees' attitude toward S&OP are crucial elements of
the S&OP process” (Wagner et al., 2014, p. 195), and also critical for
purchasing–marketing co-management.
urchasing and marketing: Why, when and how? Industrial Marketing
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Fourth, interaction and communication in cross-departmental col-
laboration and in inter-organizational relationships have been studied
and proven as critical activity links in numerous settings (e.g., Menon,
Jaworski, & Kohli, 1997; Peters & Fletcher, 2004). Interaction and com-
munication are also vital activity links for successful purchasing–
marketing alignment. Therefore,managersmust provide an atmosphere
where members from both sides can interact and communicate fre-
quently and openly. This could be fostered, for example, through regular
meetings (similar to S&OP meetings) and close proximity of offices in
order to facilitate formal as well as informal contacts among employees
from both functions.

Fifth, purchasing–marketing co-management is unlikely to emerge
from within the purchasing and marketing function. Cross-functional
and inter-organizational alignment creates additional constraints and
reduces the degrees of freedom of the people responsible for managing
those functions. Therefore, purchasing–marketing co-management
must be part of the firm's overall strategy (Christopher, 2005). Also,
similar to the upper management support needed for the functioning
of cross-functional teams (Denison, Hart, & Kahn, 1996), higher-level
managers with their more comprehensive view on value creation,
both within the firm and across the supply chain, are needed to design
and implement a co-management initiative. Chief Strategy Officers,
who “focus on value creation on the corporate level by coordinating
strategies across organizational levels and units … supporting
cross-business or crossfunctional collaboration” (Menz & Scheef, 2014,
p. 463) could hold such a role in the organization. Other top-
management teammembers taking on such a task could be Chief Exec-
utive Officers, Chief Operating Officers or Chief Supply Chain Officers. In
sum, co-management is unlikely to emerge fromwithin purchasing and
marketing, but must be an overall firm strategy and needs top-
management support.

Sixth, for the alignment of activity links (e.g., intensive interaction/
communication) and actor bonds (e.g., goal alignment) between pur-
chasing and marketing, it is helpful that lower level employees from
the purchasing aswell as themarketing function have the responsibility
and power to make decisions. As Menon et al. (1997, p. 195) observe,
“[d]ecision-making responsibilities seem to help employees become
goal focused and develop networks necessary to achieve the stated
goals.”

Seventh, purchasing and marketing are boundary spanning func-
tions that need to be executed by individuals in the organization, i.e.
purchasing and marketing employees that assume boundary spanning
roles. Hence, the identification and promotion of the boundary spanners
in the organization becomes of utmost importance. Boundary spanners
can support purchasing–marketing co-management if they are “indi-
viduals who are well connected to external information areas and
who also are well connected internally and thus able to disseminate
new information and new ideas to their more locally oriented col-
leagues” (Tushman & Scanlan, 1981, p. 292). At the same time, granting
a boundary spanning role to a purchasing ormarketing employee can be
a privilege that is associated with social benefits and job satisfaction
(Hallenbeck et al., 1999).

In sum, for purchasing–marketing co-management to work, firms
must initiate and support this activity from top of the organization,
but empower and give freedom to the purchasing and marketing em-
ployees to take decisions in day-to-day work, and to meet regularly in
formal and informal settings to foster interaction and communication.

8. Summary and limitations

This research adopts a multidisciplinary perspective to provide new
insights into an opportunity for value creation and value capture
(Sanders & Wagner, 2011). It uses a RDT perspective to shed light
on the questions, why, when and how purchasing and marketing should
be co-managed. We suggest to distinguish between two modes of
co-management: internal and external co-management. Internal
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co-management is a prerequisite for an effective external co-
management of purchasing and marketing. While co-management of
purchasing and marketing has the potential to improve value creation
within the supply chain (the pull factor), it is most likely to occur
when the focalfirmdepends on critical upstreamand/or downstreamre-
sources (the push factor). Seen through the lens of RDT, co-management
of purchasing and marketing is a bridging strategy that accommodates
dependence on critical supplier and customer resources. Our proposed
typology of co-management constellations and the discussion of three
case examples further show that co-management is not a one-size-fits-
all approach but comes in different forms. Five propositions summarize
our view on the co-management of purchasing and marketing.

While providing a theoretical and conceptual foundation for explor-
ing the co-management of purchasing and marketing, our research has
several limitations, which at the same time open up avenues for future
research.

First, it would be beneficial to expand the list of marketing and SCM
concepts discussed in Section 3. Discussing additional concepts that
mirror the identification and management of critical resources up-
stream and downstream in the supply chain would help to further un-
derline the close link between both functions.

Second, the typology for purchasing–marketing co-management
constellations presented in Section 5 and the examples used therein is
‘rough cut’ and should be further broken down to individual supply
chains for products and suppliers respectively customers. RDT would
suggest the pictured typology for some of the firms' external supplier
and customer relationships, not for the firms' supplier and customer re-
lationships in general.

Finally, as with every conceptual development, the framework,
typology, and propositions outlined in this article require further elabo-
ration aswell as empirical scrutiny. This can occur through in-depth case
studies or large-scale empirical data. Longitudinal research would be
particularly valuable to test our proposition that the co-management
of purchasing andmarketing represents an intermediate stage in the de-
velopment process towards completely aligned value chains.
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