Christian Homburg, John P. Workman Jr., & Ove Jensen

A Configurational Perspective on
Key Account Management

Most firms struggle with the challenge of managing their key customer accounts. There is a significant gap between
the importance of this organizational design problem in practice and the research attention paid to it. Sound acad-
emic research on key account management (KAM) is limited and fragmented. Drawing on research on KAM and
team selling, the authors develop an integrative conceptualization of KAM and define key constructs in four areas:
(1) activities, (2) actors, (3) resources, and (4) approach formalization. Adopting a configurational perspective to
organizational research, the authors then use numerical taxonomy to empirically identify eight prototypical KAM
approaches on the basis of a cross-industry, cross-national study. The results show significant performance differ-
ences among the approaches. Overall, the article builds a bridge between marketing organization research and

relationship marketing research.

more demanding customers. In many industries,

these powerful buyers have been shaped through
corporate mergers and have been visible in many industry
sectors such as retailing, automotive, computers, and phar-
maceuticals. These large customers often rationalize their
supply base to cooperate more closely with a limited num-
ber of preferred suppliers (e.g., Dorsch, Swanson, and Kel-
ley 1998; Stump 1995). They may demand special value-
adding activities from their suppliers, such as joint product
development, financing services, or consulting services
(Cardozo, Shipp, and Roering 1992). Also, many buying
firms have centralized their procurement and expect a simi-
larly coordinated selling approach from their suppliers. For
example, global industrial customers may demand uniform
pricing terms, logistics, and service standards on a world-
wide basisfrom their suppliers (Montgomery andYip 2000).
These demands from important accounts raise an orga-
nizational design problem for many suppliers. As Kempen-
ers and van der Hart (1999, p. 312) note, “Organizational
structure is perhaps the most interesting and controversial
part of account management.” Internal organizational struc-
tures often hamper a coordinated account management, such
as when the same customer is served by decentralized prod-
uct divisions or by highly independent local sales opera-
tions. In addition, the set of activitiesfor complex customers

M any companies today are faced with powerful and
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cannot be handled by the sales function alone but requires
participation from other functional groups. These develop-
ments have induced many suppliers to rethink how they
manage their most important customers and how they design
their internal organization in order to be responsive to these
key customers. In this context, firms are increasingly orga-
nizing around customers and shifting resources from prod-
uct divisions or regional divisionsto customer-focused busi-
ness units (Homburg, Workman, and Jensen 2000). Many
firms are establishing specialized key account managers and
are forming customer teams that are composed of people
from sales, marketing, finance, logistics, quality, and other
functional groups (Millman 1996; Wotruba and Castleberry
1993).

In a recent study, Homburg, Workman, and Jensen
(2000) argue that the increasing emphasis on key account
management (KAM) is one of the most fundamental
changes in marketing organization. Given the relevance of
designing KAM in practice, sound academic research on
thistopicisstill surprisingly limited. Millman (1996, p. 631)
notes that “Key account management is underresearched
and its efficacy, therefore, is only partially understood.”
Although management approaches to the most important
customers have received some research attention over the
past 25 years (Shapiro and Moriarty 1984a; Weilbaker and
Weeks 1997), the existing literature has several shortcom-
ings. First, research has been fragmented and has not con-
solidated specific design aspects of KAM into a coherent
framework. Second, conceptual and empirica work on
KAM has primarily been based on observations of formal-
ized key account programs in Fortune-500 companies and
has hardly been extended to nonformaized KAM
approaches. Third, broad-based empirical research on KAM
istill scarce, as Kempeners and van der Hart (1999, p. 311)
note: “Although Stevenson (1980) noted almost 20 years
ago that: ‘ despite widespread industrial use, there has been
little empirical research on national account marketing,’ it
seems that this is till true” The empirical work that has
been done in the past has essentialy been descriptive.
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Finally, given that conceptual work has suggested a variety
of design options (Shapiro and Moriarty 1984a), thereislit-
tle empirical knowledge of which types of approaches to
KAM occur in practice and how successful these are.

Given these gaps in knowledge about KAM, the overall
objective of this article is to study the design of approaches
to KAM. More specifically, we seek to

1. Derive the core design dimensions of KAM approaches
from the KAM literature and from related research areas to
develop an integrative conceptualization of KAM,

2. ldentify the key constructs within these design dimensions
and develop instruments for measuring these constructs,

3. Identify prototypical approachesto KAM in practice on the
basis of a cross-national, cross-industry taxonomy, and

4. Explore the outcomes of different KAM approaches.

Given that taxonomies are less frequently developed than
conceptualmodels, afew commentsontheir val uearei norder.
As Hunt (1991, p. 176) has noted, classification schemata,
such as typologies or taxonomies, “play fundamental rolesin
the development of a discipline since they are the primary
means for organizing phenomena into classes or groups that
are amenable to systematic investigation and theory develop-
ment.” Given that the conceptual knowledge about the design
of KAM is at an early stage and that our research endeavor is
to expand its scope, a taxonomy is particularly useful in pro-
vidingthe field withnew organization. Bymeansof thetaxon-
omy, wearestudyingthecomplex KAM phenomenonthrough
holigtic patterns of multiple variables ratherthan isolated vari-
ables and their biveriate relations. This research approach is
consistent with the configurational perspective of organiza-
tional anaysis that has been gaining increasing attention
(Meyer, Tsui, and Hinings 1993). The basic premise of the
configurational perspective is that “Organizationa structures
andmanagementsystemsarebestunderstoodi ntermsof over-
al patterns ratherthan in termsof analyses of narrowly drawn
sets of organizational properties’ (Meyer, Tsui, and Hinings
1993, p. 1181). Thus, the configurational perspective comple-
ments the traditional contingency approach (Mahgjan and
Churchill1990). Two aternativesofidentifyingconfigurations
have been digtinguished: Typologies represent classifications
based on a priori conceptual distinctions, whereas taxonomies
are empiricaly derived groupings (Hunt 1991; Rich 1992;
Sanchez 1993). Given our god of identifying approaches to
KAM inpractice, we take ataxonomic approach. Hunt(1991)
notes that grouping phenomena through taxonomies as
opposed to typologies requires substantialy less a priori
knowledge about which specific properties are likely to be
powerful for classfication, because taxonomic procedures are
better equipped to handle large numbers of properties

The article is organized as follows. We first summarize
the literature on KAM and evaluate contributions that the
personal selling and sales management literature provide for
KAM. On the basis of the literature review, we develop a
multidimensional conceptualization of KAM and identify
outcomes of KAM. We then describe alarge-scale survey of
KAM approaches and develop the taxonomy. This is fol-
lowed by an exploration of how the different approaches
perform. We conclude by discussing implications for theory
and managerial practice.

Literature Review

KAM Research

We subsume under KAM all approaches to managing the
most important customers that have been discussed under
such diverse terms as key account selling, national account
management, national account selling, strategic account
management, major account management, and global
account management. “National account management” has
become a misnomer, as business with important customers
increasingly spans country borders (Colletti and Tubridy
1987). Although some research has focused on global
accounts (Montgomery and Yip 2000; Yip and Madsen
1996), KAM appears to be the most accepted term in recent
publications (Jolson 1997; McDonald, Millman, and Rogers
1997; Pardo 1997; Sharma 1997) and is the most widely
used term in Europe.!

Table 1 presents a summary of selected KAM research.
We segment this research into articles focusing on (1) indi-
vidual key account managers, (2) dyadic relationships
between suppliers and key accounts, and (3) the design of
key account programs. Given our objective of understanding
the design of KAM approaches, Group 3 is most relevant to
our article.

Because Group 1 takes the individual key account man-
ager as the unit of analysis, it is similar to personal selling
research. Weeks and Stevens (1997) find considerable dis-
satisfaction of key account managers with their current
training programs. Boles, Barksdale, and Johnson (1996)
identify behaviors required of key account salespeople in
order to build successful key account relationships.

Group 2 is closely related to relationship marketing
research. Several authors describe an evolutionary path of
key account relationships from lower to higher degrees of
involvement and collaboration (Lambe and Spekman 1997,
McDonad, Millman, and Rogers 1997). Sharma (1997)
finds that customers preference for being served by key
account programs is particularly high when their buying
process is long and complex. Sengupta, Krapfel, and
Pusateri (1997b) study switching costs in key account
relationships.

Group 3, which focuses on overall management of key
accounts, isthe largest group, consistent with Pardo’ s (1999,
p. 286) conclusion that “Today, key account experts on both
sides of the Atlantic agree on ... the problem of key account
management as being an organizational one.” Although all
studies in Group 3 deal with the design of key account pro-
grams, none of these integrates the main aspects of key
account program design within one study.

Four main themes emerge from the literature on key
account programs. First, key account programs encompass
special (interorganizational) activities for key accounts that
are not offered to average accounts. These special activities
pertain to such areas as pricing, products, services, distribu-
tion, and information sharing (Cardozo, Shipp, and Roering

11t is worth noting that some companies use different labels to
denote various degrees of an account’s importance within a key
account program (Napolitano 1997; Shapiro and Moriarty 1982).
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1992; Montgomery and Yip 2000; Shapiro and Moriarty
1984b). Second, key account programs frequently involve
special (intraorganizational) actors who are dedicated to key
accounts. These key account managers are typically respon-
sible for several key accounts and report high in the organi-
zation (Colletti and Tubridy 1987; Dishman and Nitse 1998;
Wotruba and Castleberry 1993). They may be placed in the
supplier’s headquarters, in the local sales organization of the
key account’ s country, or even in the key account’ s facilities
(Millman 1996; Yip and Madsen 1996). It is frequently
stressed that key account managers need special compensa-
tion arrangements and skills, which has implications for
their selection, training, and career paths (Colletti and
Tubridy 1987; Tice 1997). Third, KAM is a multifunctional
effort involving, in addition to marketing and sales, func-
tional groups such as manufacturing, research and develop-
ment, and finance (Shapiro and Moriarty 1984b). Fourth, the
formation of key account programsis influenced by charac-
teristics of buyers and of the market environment, such as
purchasing centralization, purchasing complexity, demand
concentration, and competitive intensity (Boles, Johnston,
and Gardner 1999; Stevenson 1980).

We observe several shortcomings in prior research. First,
the previous design issues have mostly been studied in isola
tion and have not been consolidated into a coherent frame-
work. Shapiro and Moriarty’s (19843, p. 34) assessment that
“the term national account management program is fraught
withambiguity” isstill valid.Second,thereisagenerall ackof
quantitative empirical studi esonthedesi gni ssues, particularly
on the cross-functional linkages of KAM. The quantitative
researchthathasbeenundertakenhasessential l ybeendescrip-
tive and has not systematically developed and validated mea-
sures. Third, much of the empirical work that has been done
(and has driven conceptual ideas) is based on observationsin
large Fortune-500 companies with sophisticated, formalized
key account programs.This excludes smalland medium-sized
companies that actively manage relationships with key
accounts but do not formalize the KAM approach. Quantita-
tive empirical research has not taken up Shapiro and Mori-
arty’s (1984a, p. 5) comment in their early conceptua work
that “the simplest structural option is no program at all”
Fourth, given that conceptual work has mentioned a vari etyof
structural options (Shapiro and Moriarty 1984a), there is no
broad-based empirical work that allows generalizations about
how K AMisdonei npractice. We now positionK AMresearch
in a wider research context and evaluate the contribution of
related research to the open issuesin the KAM literature.

Research Related to KAM

Key account management can be subsumed under the wider
context of personal selling and sales management research.
From a sales management perspective, KAM represents one
element within adifferentiated salesforce that stands next to
other elements such as telemarketing, demonstration cen-
ters, and traditional personal and face-to-face selling (Car-
dozo, Shipp, and Roering 1987; Marshall, Moncrief, and
Lassk 1999). According to Shapiro and Wyman (1981, p.
104), “National account management thus is an extension,
improvement, and outgrowth of persona selling.”
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Most personal selling research has a different level of
analysis than our work does. Although this literature has
examined relationship-building activities for important cus-
tomers (Jolson 1997; Weitz and Bradford 1999; Wotruba
1991) and has produced empirical classifications based on
activities (Moncrief 1986), its level of analysis is the indi-
vidual salesperson. Thus, athough potentialy enhancing
knowledge about individual key account managers, this
research contributes little to understanding organizational
approachesto KAM.

I nrecentyears,however, there hasbeen ashift inthel evel
ofanalysisfromtheindividual sal esperson tothesel lingteam
(Weitzand Bradford1999).T herei sgrowingrecognitionthat
functional groups other than sales play an important role in
interactions with customers (Hutt, Johnston, and Ronchetto
1985; Spekman and Johnston 1986). The team-selling litera-
ture has distinguished between “core selling teams” that are
permanently assigned to customer accounts and the wider
“selling center” that consists of members of all functional
groups who participate on an ad hoc basis (Moon and Gupta
1997; Smithand Barclay1990). Moon andArmstrong(1994,
p. 19) explicitly link team-selling literature to KAM by not-
ing that “conceptually, nationalaccount teams can beviewed
as selling teams ... that service large, complex customers”

The team-selling literature enhances our conceptual
understanding of cross-functional cooperation for key
accounts. One fundamental problem for sales managersisto
obtain the cooperation of other organizational members
without having formal authority over them (Spekman and
Johnston 1986). Therefore, the achievement of selling tasks
is hypothesized to be dependent on the selling center partic-
ipants' commitment to the selling team and its goals (Smith
and Barclay 1993) and on their connection through commu-
nication flows (Moon and Gupta 1997). However, empirical
research on team selling is just as scarce as empirica
research on cross-functional cooperation in KAM.

At this point, it is important to clarify how our research
perspective differs from the vast body of research on relation-
ship marketing and market orientation. Relationship market-
ing research focuses more on interorganizational issues
betweensuppliersandtheir customers,suchashow marketing
rel ationshi psare builtandmai ntai nedandwhatbenefitsaccrue
(Morganand Hunt 1999).These are mostly assessed from the
customer’s perspective. On the contrary, our focus is more on
how firms organize and cooperate internally. In addition, our
level of analysis is the KAM approach (which encompasses
relationships with several important customers), whereas the
unit ofanalysisin mostoftherel ationshi pmarketingliterature
is a given dyadic relationship with an individual customer.
Becausemost firms have thechallengeto arraytheir organiza-
tional resources at a set of strategically important customers
rather than justone customer, oursi san importantperspective
for study. Market orientation research, in turn, studies both
intraorgani zati onal andinterorgani zational cooperation tocre-
ate superior value for buyers. However, this research studies
congtructs on a high level of abstraction. Another key differ-
ence from KAM isthat market orientation literature treats the
customer base as a whole and does not differentiate between
important customers and average customers.



An Integrative Conceptualization
of KAM

Approach to the Conceptualization

In this section, we blend the insights fromprior literature into
an integrative conceptualization of KAM. Our conceptualiza-
tioni scomposedoffundamental dimensionsofK AM ,eachof
whichcomprisesseveral key constructs.Becauseweusethese
constructs todevelop ataxonomy of KAM approaches subse-
quently, wegive great careto theirselection.AsBailey (1994,
p.2)notes,” Onebasi csecrettosuccessfulclassification,then,
is the ahility to ascertain the key or fundamental characteris-
tics on which the classification is to be based.” The literature
suggests several different, partly contradictory guidelines for
thesel ecti onofinput variabl esto aclassification(for areview,
see Rich 1992). There is consensus that the input variables
should be derived from theory and should be meaningful for
the subject under study. Therefore, given our integrative per-
spective onK AM ,wederive theory-basedconstructsfrom the
literature that are comparable across a range of industries.
The degree of admissible interdependencies among the
cluster variablesis more debated. Whereas Snesth and Sokal
(1973) advocate to exclude variables that are logically or
empirically correlated, Arabie and Hubert (1994, p. 166)
note that “it is difficult to imagine empirical data arising in
the behavioral sciences that would have all columns mutu-
ally independent.” In addition, from a methodological van-
tage point, there is no assumption of uncorrelated variables
in most cluster methods (Milligan 1996, p. 347). We concur
with the latter viewpoint in that we accept some conceptual
overlap and correlation among the constructs. However, we
ensure discriminant validity in measuring these constructs.
Another debate refers to the balance between complete-
ness and parsimony of the input variables. Whereas Mc-
Kelvey (1975, p. 514) recommends that researchers “define
as many organizational attributes as possible,” Mayr (1969)
notes that there is little point in using more dimensions than
are necessary to build a sound taxonomy. From a method-
ological angle, the presence of spurious dimensions (i.e.,
dimensionsthatdonotdiff erentiateamongclusters)hasbeen
shown to have a detrimental effect on the performance of
clustering methods. Punj and Stewart (1983, p. 143) caution
“to avoid ‘shotgun’ approaches where everything known
about the observations is used as the basis for clustering.”
Therefore, we distinguish between two types of variablesin
developing our taxonomy. First, we identify parsimonious
sets of theory-based key constructs that serve as “active”
input variablesfor thecluster algorithm.Second, we comple-
ment thesewithseveral” passive,” nontheoretical, descriptive
variables, which we use to characterize the clusters further.

Fundamental Dimensions of KAM

We begin our conceptualization of KAM by identifying the
fundamental dimensions of the KAM phenomenon. Prior
research on dimensions of KAM can be summarized in
terms of three basic questions: (1) What is done? (2) Who
doesit? and (3) With whom is it done? However, as we have
elaborated in the literature review, the scope of prior
research has been limited to formalized key account pro-

grams with designated key account managers in place. We
claim that to formalize or not to formalize the key account
approach represents a decision dimension of its own. There-
fore, we add a fourth question to KAM research: (4) How
formalized isit? This leads us to conceptualize four dimen-
sions of KAM. Drawing on research on the management of
collaborative relationships that has distinguished among
activities, actors, and resources (Anderson, Hékansson, and
Johanson 1994; Narus and Anderson 1995), we refer to the
four dimensions as (1) activities, (2) actors, (3) resources,
and (4) formalization. The first dimension refers to interor-
ganizational issues, and the other three refer to intraorgani-
zational issuesin KAM. Figure 1 visualizes our conceptual -
ization of KAM.

Previousdefinitionsof K AMhave tendedtof ocusonspe-
cific dimensions of KAM. Some authors focus on special
activitiesfor key accounts. For example,Barrett(1986, p.64)
states that “ National account management simply means tar-
getingthe largestand most importantcustomersbyproviding
them withspecialtreatmentin the areasof marketing,admin-
istration, and service” Others emphasize the dedication of
special actorsto key accounts. Yip andMadsen (1996,p. 24),
for example, note that “National account management
approachesincludehavingone executive or teamtake overall
responsibility for all aspects of a customer’s business.” Our
conceptualizationis moreintegrative because itencompasses
activities and actors, as well as resources and formalization.

We now go through each of the four fundamental dimen-
sions of KAM to identify parsimonious sets of theoretically-
based key constructs, which we use as (active) input vari-
ables for the cluster algorithm leading up to the taxonomy.
We then identify additional descriptive (passive) variables
that help enrich our descriptions of the clusters.

Activities. As we have shown, both the KAM literature
(e.g., Lambe and Spekman 1997; Montgomery and Yip
2000; Napolitano 1997; Shapiro and Moriarty 1984b) and
the relationship marketing literature suggest inventories of
activities that suppliers can carry out for their key accounts.
Among these are special pricing, customization of products,
provision of special services, customization of services,
joint coordination of the workflow, information sharing, and
taking over business processes the customers outsources.
The first question that arises with respect to organizational
activities is how intensely they should be pursued. Shapiro
and Moriarty (1980, p. 5) argue that “[a] key issue here is:
How will or does the servicing of national accounts differ
from that of other accounts?’ Therefore, we define activity
intensity as the extent to which the supplier does more for
key accounts than for average accounts.

In addition to the level of intensity on an activity,
another important conceptual issue is the origin of that
intensity. Given that powerful customers often force their
suppliers into special activities, the question arises whether
the supplier or the key account proposes a special activity.
Millman (1999, p. 2) observes that “some ... programs are
seller-initiated, some are buyer-initiated.” Empirical results
by Sharma (1997) and Montgomery and Yip (2000) indicate
that supplier firmsindeed use KAM in response to customer
demand for it. According to Arnold, Birkinshaw, and Toulan
(1999, p. 15), “the proactive-reactive dimension matters a
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great deal.” Therefore, we define activity proactiveness as
the extent to which activities are initiated by the supplier.

Actors. Probably the most frequently discussed topic in
key account program research is which special actors partic-
ipate in key account activities. These specialized actors can
be viewed as a persona coordination mode in KAM. The
participation of special actors has a horizontal and a vertical
component. The KAM literature suggests that there are
many possibilities for horizontally placing KAM actors,
ranging from a line manager who devotes part of his or her
time to managing key accounts to teams that are fully dedi-
cated to key accounts (Shapiro and Moriarty 19844a). Simi-
larly, Olson, Walker, and Ruekert (1995) present a range of
coordination mechanisms with a permanent team at one end
of their continuum. Marshall, Moncrief, and Lassk (1999, p.
96) note that “team work is a fairly new concept in manag-
ing accounts and that sal espeople are working in ateam for-
mat much more today than in the past.” Cespedes, Doyle,
and Freedman (1989) even argue that selling is no longer an
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individual activity but rather a coordinated team effort. It
has been suggested that the use of teamsis a reaction to the
use of purchasing teams on the buyer side (Hutt, Johnston,
and Ronchetto 1985). We define the use of teams as the
extent to which teams are formed to coordinate activities for
key accounts.

Whereas teams refer to the horizontal participation in
KAM, another fundamental issue pertains to vertical partic-
ipation. The KAM actors may be placed at the headquarters,
at the division level, or at the regional level (Shapiro and
Moriarty 1984a). The importance of senior executive
involvement in KAM has frequently been underscored in the
KAM literature. As Millman and Wilson (1999, p. 330)
note, KAM “is a strategic issue and the process should
therefore be initiated and overseen by senior management.”
Napolitano (1997, p. 5) points out that “Top management
must also play the lead role in securing business unit man-
agement support for the program.” Thisview is supported by
writers on strategy implementation, who argue that the orga-



nization is a reflection of its top managers (Hambrick and
Mason 1984). Empirical support for the importance of top
management has been provided by Jaworski and Kohli
(1993), who find that market orientation is positively related
to top management’s emphasis on it. Therefore, we define
top-management involvement as the extent to which senior
management participates in KAM. The top-management
involvement construct, adopted from the literature on strat-
egy implementation and market orientation, is conceptually
close to the centralization construct used in organization
theory, which refers to the extent of decision authority that
is concentrated on higher hierarchical levels.

Resources. As Shapiro and Moriarty (19844, p. 2) note,
“Much of the [national account management] concept as
both a sales and a management technique revolves around
the coordination of al elementsinvolved in dealing with the
customer.” The KAM literature and the team-selling litera-
ture have pointed out that support is needed for key account
activities from such diverse functional groups as marketing
and sales, logistics, manufacturing, information technology,
and finance and accounting (Moon and Armstrong 1994,
Shapiro and Moriarty 1984b). “ The key question, then, is: ...
how can a salesperson obtain needed resources?’ (Moon and
Gupta 1997, p. 32). Obtaining resources has a pull and a
push component.

In some cases, key account managers have special organi-
zationalpower toensurefull cooperationfrom otherorganiza-
tionad members. In other cases, key account managers must
rely on their informal powers and interpersonal skills
(Spekman and Johnston 1986, p. 522). Because the key
accountmanageristypicallypartofthesal esfunction(Shapiro
and Moriarty1984a),thisl ackofauthorityi smostobviousfor
functional resources outside marketing and sales. We define
access to nonmarketing and nonsales resources as the extent
to which a key account manager can obtain needed contribu-
tions to KAM fromnonmarketing and nonsales groups.

However, evenwithin the marketingandsal es function, a
key accountmanager may facedifficultyinreceivingsupport
forhis orhertasks(Homburg, Workman,andK rohmer1999;
Platzer 1984). One common problem isthe lack of authority
over regional sales executives who handle the local business
with global key accounts (Arnold, Birkinshaw, and Toulan
1999). For example, regional sales entities often resist com-
panywide agreements on prices or service standards. There-
fore, we define access to marketing and sales resources as
the extenttowhich akey accountmanager canobtain needed
contributions to KAM from marketing and sales groups.

Whereas access to resources refers to pulling on
resources, research on team selling has frequently empha
sized that the achievement of cross-functional integration in
the selling center is facilitated if the participating functions
themselves push cooperation (Smith and Barclay 1993).
Day (2000, p. 24) notes that to develop strong relationships
with customers, “arelationship orientation must pervade the
mind-sets, values, and norms of the organization.” Jaworski
and Kohli (1993) refer to this concept of interdepartmental
culture as esprit de corps. Culture is often viewed as a
resource; “Organizational resources are the assets the firm
possesses that arise from the organization itself, chief
among these are the corporate culture and climate” (Morgan

and Hunt 1999, p. 284). Fisher, Maltz, and Jaworski (1997)
note that esprit de corps fosters the exchange of customer
and market information. Therefore, we define the esprit de
corps of the selling center as the extent to which selling cen-
ter participants feel obliged to common goals and to each
other.

Formalization. As Shapiro and Moriarty (1984a, p. 4)
note, one of the “major organizational decisionsthat must be
made as a company approaches a NAM program [is)]
Should there be a NAM program or no program?’ We
believe that the distinction between more or less pro-
grammed approaches is highly relevant. As we show in our
literature review, KAM approaches that do not have a key
account program in place are underresearched.

Characteristics of KAM programs are the definition of
reporting lines and formal linkages between departments,
the establishment of formal expense budgets, the documen-
tation of processes, and the development of formal guide-
lines for how to handle the accounts (Boles, Pilling, and
Goodwyn 1994). In essence, the design decision of
installing a key account program revolves around the extent
to which KAM should be formalized. Consistent with writ-
ers on marketing organization (Olson, Walker, and Ruekert
1995; Workman, Homburg, and Gruner 1998), we define the
formalization of a KAM approach as the extent to which the
treatment of the most important customers is governed by
formal rules and standard procedures. Thus, formalization
can be viewed as an impersonal coordination mode, as
opposed to top-management involvement and use of teams,
which represent personal coordination modesin KAM.

Additional Descriptive Variables

In addition to the theoretical constructs developed previ-
oudly, the KAM literature also suggests several descriptive
variables to characterize KAM approaches. These variables
refer to concrete, mostly demographic features of KAM
approaches, such as the positions of key account managers.
Because these variables are not theory based, we do not use
them as input to the cluster procedure. However, given that
these variables have frequently been discussed in KAM pub-
lications, we use them to enrich our interpretation of differ-
ent KAM approaches subsequently.

In many companies, KAM teams are led by a key
account manager. We define the key account coordinator as
the person who is mainly responsible for coordinating activ-
ities related to key accounts. The first descriptive variable
refers to the position of the key account coordinators. One
possibility is to establish dedicated full-time positions for
the coordination of key accounts (Pegram 1972). A funda-
mental question in this context is whether key account coor-
dinators are placed in the supplier’s headquarters or locally
in the country or geographic region of the key account’s
headquarters. An alternative to the full-time option is a part-
time responsibility. As Shapiro and Moriarty (19843, p. 5)
note, “the task is often taken on by top-level managers.... In
other companies top marketing and sales managers and/or
field sdles managers take the responsibility.” The second
descriptive variable connects directly to this question of
part-time versus full-time responsibility. We define the key

Key Account Management / 45



account coordinators' dedication to key accounts as the per-
centage of their time they spend managing key accounts ver-
sus average accounts. Another question related to the allo-
cation of time is how much time is spent with customers
compared with the time devoted to internal coordination.
Colletti and Tubridy (1987) report that 40% of a major
account sales representative’s time is administration work.
We define the internal orientation of key account coordina-
tors as the percentage of their time they spend on interna
coordination versus external interaction with customers. A
final descriptive question that has frequently been raised in
KAM studies is how many accounts key account coordina-
tors are typically looking after (Dishman and Nitse 1998;
Sengupta, Krapfel, and Pusateri 1997a; Wotruba and Castle-
berry 1993). We define the span of accounts as the number
of accounts for which key account coordinators are
responsible.

Outcomes

One of our objectives is to go beyond the conceptualization
of KAM approaches and the taxonomy to explore the per-
formance effects of design decisions. We distinguish
between outcomes with respect to key accounts and out-
comes on the level of the overall organization. Given that
KAM involvesinvesting in special activities and actors for
key accounts that are not available for average accounts, we
define KAM effectiveness as the extent to which an organi-
zation achieves better relationship outcomes for its key
accounts than for its average accounts. Although the benefits
of KAM have often been claimed in the KAM literature,
empirical evidence on the outcomes of KAM is rare and
methodologically limited to t-tests or correlations of single-
item ratings of performance (Platzer 1984; Sengupta,
Krapfel, and Pusateri 1997a; Stevenson 1981). A much bet-
ter understanding of the outcomes of collaborative relation-
ships has been devel oped by relationship marketing research
(e.g., Kumar, Scheer, and Steenkamp 1995). This literature
suggests that firms, through building relationships, pursue
such outcomes as long-term orientation and continuity (e.g.,
Anderson and Weitz 1989; Ganesan 1994), commitment
(e.g., Anderson and Weitz 1992; Geyskens et al. 1996;
Gundlach, Achrol, and Mentzer 1995), trust (e.g., Geyskens,
Steenkamp, and Kumar 1998; Moorman, Deshpandé, and
Zatman 1993; Rindfleisch 2000), and conflict reduction
(e.g., Frazier, Gill, and Kale 1989).

Some authors indicate that KAM has outcomes not only
with respect to key accounts but also at the organization
level. As Cespedes (1993, p. 47) notes, “Another benefit is
the impact on business planning. Salespeople at major
accounts are often first in the organization to recognize
emerging market problems and opportunities.”
Organization-level outcomes are also affected by average
accounts. Following Ruekert, Walker, and Roering’ s (1985)
terminology, we distinguish among adaptiveness, effective-
ness, and efficiency. We define them as follows:

«Adaptivenessiis the ability of the organization to change mar-
keting activitiesto fit different market situations better than its
competitors,

«Performancei nthe market i sthe extent towhichthe organiza
tionachi evesbettermarketoutcomesthan itscompetitors,and
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*Profitability is the organization’s average return on sales
before taxes over the past three years.

Methodology

Data Collection and Sample

Given our research objective of identifying prototypical
approaches to KAM, we collected data using a mail survey
in five business-to-business sectors in the United States and
Germany. The questionnaire was initially designed in Eng-
lish and based on an extensive literature review and on field
interviews with 25 managers, consultants, and academicsin
Germany and 25 in the United States on major trends in
marketing organization (Homburg, Workman, and Jensen
2000). To ensure equivalent questionnaires in the two coun-
tries, the English version of the questionnaire wasfirst trans-
lated into German by one expert translator and then retrans-
lated into English by a second; both trandators were
bilingual. The two expert translators reconciled differences.
We pretested the resulting two versions of the questionnaire
and modified them in the United States and Germany on the
basis of comments from 8 marketing and sales managers
who completed the entire survey.

An important issue in designing our empirical study is
obtaining the appropriate informants. We reiterate that the
object of our research isthe overal organizational approach
toward the entire portfolio of key customers. A first impli-
cation of this is that, for the intraorganizational issues, the
number of potential informants is limited to higher-level
managers who have an overview over the marketing and
sales organization. A second implication is that, regarding
the outcomes of KAM, ideally the dyadic perceptions of all
key accounts would need to be combined. In light of the
obvious selection problems to obtain multiple, knowledge-
able, high-level respondents as well as participation from
several key accounts, we opted for a key informant
approach. Although the single-respondent design curbs the
generaizability of the results, John and Reve's (1982, p.
522) findings “indicate that careful selection of informants
in conjunction with the use of internally consistent multi-
item scales can providereliable and valid data.” On the basis
of the field interviews, we determined that the most appro-
priate respondent is the head of the sales organization. We
strove to minimize the limitation imposed by the single-
informant design by determining the competence of the
respondent to answer the survey. We excluded answers from
lower-level respondents and from respondents with less than
two years experience in the selling organization from the
analysis. As the description of our sample shows, our
respondents are high-level managers.

We obtained a random sample of 1000 U.S. and 1000
German firms in the five business-to-business sectors from
commercia list providers and sent an initial survey to the
head of the sales organization. The cover letter and direc-
tions on the survey indicated that the survey should be
answered by a vice president (VP) or director of sales or
should be forwarded to someone familiar with how the
firm’s most important set of customersis managed. Because
prior research has shown that manageria practice has dif-



ferent labels to denote important customers, we asked
respondents to fill out the survey with respect to their most
important set of business customers, regardiess of the label
they use for these customers. We sent a reminder postcard
one week after theinitial mailing to encourage response. We
made follow-up telephone calls starting two weeks later to
verify the contact name and the appropriateness of the firm
for participation in the study and to encourage response. The
survey was mailed a second time to all people approxi-
mately four weeks after the initial mailing. On the basis of
the telephone calls and undeliverable mail, we determined
that 174 of the U.S. firmsand 171 of the German firms were
inappropriate for the study. We received responses from 264
German firms and 121 U.S. firms, for effective response
rates of 31.8% and 14.6%, respectively, and an overal
response rate of 23.3% (for the sample composition, see
Table 2). These response rates are in the range reported by
other surveys sent to senior-level sales and marketing man-
agers (Harzing 1997) and are comparable to the response
rates of other data collections for taxonomic purposes (Bunn
1993; Cannon and Perreault 1999).

We controlled for a possible nonresponse bias in three
ways. First, we divided the data into thirds in each country
on the basis of the number of days from initial mailing to
response (Armstrong and Overton 1977). The t-tests within
each country between mean responses of early and late
respondentsindicated no statistically significant differences
(p < .05). Second, we compared the German and the U.S.
subsamples. The distributions in the subsamples do not dif-
fer statistically by revenue and by industry on the basis of
chi-square tests (p > .05). Third, we compared the resulting

KAM types to approaches identified in prior literature. As
we elaborate in the “ Results” section, we found that our tax-
onomy reflects all approaches to KAM that have been dis-
cussed previously. This supports the external validity of our
taxonomy. We even detect several less formalized
approaches that have not been described previously.

Measure Development Procedures

General measurement approach. Given the scarcity of
priorempirical research,most scal esforthe studywerenewly
generated. We used three types of measures in the survey:
single-itemmeasures,reflective multi-itemmeasures,andfor-
mative multi-item measures. A single-item measure used in
the survey was profitability. If observed variables (and their
variancesandcovariances)were manifestations ofunderlying
constructs,we used areflective measurementmodel (Bagozzi
and Baumgartner1994).I nthatcase,wecanassessthescal es’
psychometric propertiesby means of criteria based on confir-
matory factor analysis (Anderson and Gerbing 1988; Fornell
and Larcker 1981). If necessary, we purified the item pools.
Confirmatory factor analysis is considered superior to more
traditionalcriteria(suchasCronbach’s al pha)i nthecontextof
scale validation because of its less restrictive assumptions
(AndersonandGerbing1988;Bagozzi, Yi,andPhillips1991).
We applied reflective measures if not otherwise indicated.

If a construct was a summary index of observed vari-
ables, aformative measurement model (Bagozzi and Baum-
gartner 1994) is more appropriate. In that case, observed
variables cover different facets of the construct and cannot
be expected to have significant intercorrelations. We used a
formative scale to measure the proactiveness of activities for

TABLE 2
Sample Composition

Total

A: Position of Respondents (n = 385)
Managing director, CEO, VP of region, head of business unit 19%
VP marketing, VP sales, VP sales and marketing 49%
Head of KAM, key account manager 9%
Sales manager, product manager 19%
Other 3%
Germany United States Total

B: Demographics of the Firms (n = 264) (n=121) (n = 385)
Industry* Chemical and pharmaceutical 24% 18% 22%
Machinery 22% 30% 25%
Computer and electronics 17% 14% 16%
Banks and insurances 17% 11% 15%
Food and packaged goods 20% 27% 22%
Annual Revenues* <$15 million 5% 10% 6%
$15-$30 million 14% 11% 13%
$30—-$60 million 20% 15% 18%
$60-$150 million 17% 24% 19%
$150-$300 million 13% 11% 13%
$300-$600 million 11% 13% 12%
$600-$1,500 million 5% 10% 6%
>$1,500 million 14% 11% 13%

*Equal structure of subsamples based on p(c2) > .05.
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key accounts because, unlike intensity, the proactiveness on
one activity item is not intercorrelated with the proactive-
ness on ancther. As an example, intense coordination of
manufacturing schedules (high intensity) often requires
highly coordinated logistics (high intensity). However, if a
key account demands that the supplier coordinate manufac-
turing processes (low proacti veness), it may be the supplier
who comes up with the suggestion to coordinate logistics as
well in order to accomplish coordinated manufacturing
(high proactiveness). Thus, although high intensity on one
activity goes along with high intensity on another, this can-
not be expected for proactiveness. The proactiveness con-
struct must be understood in terms of a proactiveness index
across the partial activities.

Control variables. In examining the performance effects
of KAM, we have controlled for the effects of two environ-
mental variables. Uncertainty has been identified as a deter-
minant of performance in much of the research on organi-
zation theory and strategy. Specifically, we control for
market dynamism. If customers structures and needs
change rapidly, it becomes more difficult for suppliersto be
responsive to those needs. We also control for competitive
intensity, which has been argued by many strategy
researchers to be one of the most important determinants of
performance (e.g., Porter 1980). Both control variables
have frequently been employed in the related literature on
market orientation (e.g., Jaworski and Kohli 1993; Pelham
1999).

Scal eassessment. TheA ppendixprovidesourscal eitems
and scale properties. We assessed measure reliability and
validity using confirmatory factor analysis. Compositerelia-
bility representsthe shared variance among a set of observed
variables that measures an underlying construct (Fornell and
Larcker 1981). Each construct manifests a composite relia-
bility of at least .6 (Bagozzi and Yi 1988, p. 82). In addition,
coefficiental pha val uessuggest a reasonable degree ofinter-
nal consistency among the corresponding indicators. Nun-
nally (1978) recommends a threshold alpha value of .70 but
suggestsin a previous work (1967, p. 226) that alevel of .6
is acceptabl ef or exploratoryresearchsubjects (seeal soM ur-
phy and Davidshofer 1988). For each of the KAM dimen-
sions, outcomes, and control variables, we assessed discrim-
inant validity on the basis of the criterion suggested by
Fornelland Larcker(1981),which isrecognizedas morerig-
orous than the aternative chi-square difference test.

To ensure measurement invariance across countries, we
followed the procedure suggested by Steenkamp and Baum-
gartner (1998). Given our objective to test dependence rela-
tionships among variables, configurational invariance and
metric invariance must be fulfilled. Configurational invari-
ance implies that the factorial structure underlying a set of
observedmeasures sthesameacrossthetwo countries.Met-
ric invariance is a stricter criterion that assesses whether the
units of measurement (i.e., the scale intervals) are equivalent
in the German and the U.S. subsamples. Using multiple-
group confirmatory factor analysis, we found full configura-
tional invariance and at least partia metric invariance (at
least two items were metric invariant) for our constructs.
Therefore, merging the two national subsamplesis valid.
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Taxonomic Procedures

In the previous sections, we have identified fundamental
dimensions of KAM approaches and have established rigor-
ous measures of key constructs. Next, we give a brief sum-
mary of how we technically proceeded in identifying con-
figurations of KAM on the basis of these key constructs.
Given our objective of identifying prototypical approaches,
we first decided to use nonoverlapping clustering and adis-
tance measure. We followed the procedure used by Bunn
(1993) and by Cannon and Perreault (1999) and took a
multistage clustering approach. The two central issues in
clustering are determining the appropriate number of clus-
ters and assigning the observations to clusters.

We used the hierarchical clustering algorithm devel oped
by Ward (1963) in combination with Sarle’'s (1983) cubic
clustering criterion to determine the appropriate number of
clusters. The cubic clustering criterion has been among the
top-performing criteria in Milligan and Cooper’s (1985)
comparative study of 30 methods for estimating the number
of population clusters. Ward's (1963) algorithm seeks at
each step to form mutually heterogeneous and internally
homogeneous clusters in the sense of the least error sum of
sguares. Because of the method' s sensitivity to outliers, we
standardized the clustering variables by dividing each vari-
able by its range. Clustering ten randomly selected subsam-
ples from our data, each containing two-thirds of the sam-
ple, we found strong support for an eight-cluster solution.2
We also evaluated the stability of the result after eliminating
outliers.

We then clustered the complete sample by means of a
hybrid approach combining Ward’ s (1963) method with the
k-means approach (Punj and Stewart 1983). Simulation
studies on the performance of clustering algorithms demon-
strate that partitioning methods (e.g., k-means) yield excel-
lent results if given a reasonable starting solution (for an
overview, see Milligan and Cooper 1987). Using Ward's
method to compute a starting solution for k-means has been
shown to be a powerful combination (Helsen and Green
1991) and has been recommended by Punj and Stewart
(1983). Arabie and Hubert (1994, p. 169) note that “Nearly
a decade later, that recommendation still seems like a good
one.” Finally, we cross-validated the stability of the cluster
assignment using the procedure recommended by Cannon
(1992).3

Results

Taxonomy of Approaches to KAM

Given that we obtained the clusters on the basis of a purely
technical procedure, we need to ensure that different clusters
are not the consequence of different understandings of what

2Seven subsamples manifested eight clusters, one manifested
seven clusters, and two manifested no-cluster structure according
to the cubic clustering criterion for arange of one to ten clusters.

3We split the sample into three equally large subsamples (A, B,
and C) and ran through the hybrid approach twice for { A E B} and
{B E C}. We then evaluated whether observations in Subsample B
had been assigned to the same cluster in both runs.



an important account is. Therefore, we controlled for the
importance of the criteria companies use to define and select
their most important customers. For all clusters, the current
and the potential sales volume dominates other criteria, such
as learning about key technologies, the international scope
of the account, the possibility of using the account as a ref-
erence, demand for special treatment by the account, or
internal coordination problems in catering to the account. In
conclusion, our statistical tests show that the clusters are
comparable.

The last step in the taxonomy is to validate the recog-
nizability of the clusters, which verifies whether they have
meaningful interpretations (Rich 1992). Table 3 showsthe
cluster means for each of the eight cluster variables. Fol-
lowing the interpretation steps suggested by Bunn (1993),
we first compared the clusters on the basis of Duncan’s
multiple-range test and then transferred the resulting bands
into verbal descriptions of a cluster’s position with respect
to the cluster variables (see Table 4). The results for the
additional descriptive variables are shown in Tables 3 and 5.

TABLE 3
Cluster Description
Cluster
Cross-
Top- Middle- Operat- func-
Manage- Manage- ing- tional, Unstruc- Country-
ment ment Level dominant tured Isolated Club
Dimen- KAM KAM KAM KAM KAM KAM KAM No KAM Total
sion Variable n=37) (n=76) (n=57) (n=44) (=38 (=40) (n=37) (n=46) (n=2375)
Activities Activity
intensity 5.08bc 4.99b 5.15bc 5.44c¢ 4.75b 5.00P 4.192 4.11a 4.86
Activity
proactiveness  4.15bc 4.,13bc 4.273b 4.60d 3.83ab 4.16bc 3.54a 3.79ab 4.08
Formali- Approach
zation formalization  5.48f 5.05e 4.58d 5.64f 2.81b 3.64¢ 2.12a 2.72b 4.15
Actors Top-
management
involvement  5.66¢ 3.98¢ 3.19b 4.48d 2.52a 4.,23cd 4.59d 3.19b 3.93
Use of teams  5.05d 3.08b 5.32de 5.62¢ 3.160 4.49c 2.182 2.53a 3.93
Resources Selling
center esprit
de corps 5.57¢ 5.28b 5.52¢ 6.14d 5.97d 3.932 4.69b 3.82a 5.14
Access to
marketing
and sales
resources 5.34bc 5.82de 5.11b 6.51f 5.95d 5.50¢d 6.44f 4.482 5.62
Access to
nonmarketing
and nonsales
resources 4.372 5.18b 4.42a 6.05¢ 5.51b 4.292 5.40b 4.132 4.92
Additional Dedication
Descriptive to key
Variables accounts 73%¢ 66%0abc 70%bc 73%¢ 57%2 66%abc  62%pabc  579pab 66%
Internal
orientation 50%ab 49%p2b 49%p2ab 46%2 62%¢c 51%ab 49%ab 58%bc 51%
Span of
accounts
(median) 5 5 5 5 5 5 8 10 5

Notes: Reported values are mean values if not otherwise noted. In each row, cluster means that have the same superscript are not significantly
different (p < .05) on the basis of Duncan’s multiple-range test. Means in the lowest band are assigned “a,” means in the next highest
band “b,” and so forth. Means in the highest band are printed in bold; means in the lowest band are in italics.
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TABLE 4
Verbal Cluster Description

KAM Approach

Cross-
func-
Top- Middle-  Operat- tional,
Manage- Manage- ing- domi- Unstruc- Country-
ment ment Level nant tured Isolated Club
KAM KAM KAM KAM KAM KAM KAM No KAM Total
Variable n=37) (h=76) (n=57) ((=44) M=38) (n=40) (n=37) (n=46) (n=375)
Activity Medium- Medium Medium- High Medium  Medium Low Low
intensity high high
Activity Medium  Medium Low- High Low- Medium Low Low-
proactiveness medium medium medium
Approach Very High Rather Very Low Rather Very Low
formalization high high high low low
Top-management Very Medium Low High Very Medium- High Low
involvement high low high
Use of teams Much Little Much- Very Little Medium Very Very
very much little little
much
Selling center Rather Rather Rather Strong Strong Weak Rather Weak
esprit de corps strong weak strong weak
Access to Rather High Low Very Rather  Medium Very Very
marketing and low high high high low
sales resources
Access to Low Medium Low High Medium Low Medium Low

nonmarketing
and nonsales
resources

Notes: Means in the highest band are printed in bold; means in the lowest band are in italics.

We now interpret the clustersin turn and assign labelsto
the approaches. Although there are risks of oversmplifica-
tion in using such labels, they serve the didactic purpose of
highlighting empirically distinct aspects of different
approaches and facilitate the discussion of the results.

Top-management KAM. Top-management KAM truly
deserves the name “ program.” These companies highly for-
malize the management of their key accounts. More than
60% of companies in this cluster have dedicated sales man-
agers who coordinate activities for key accounts, which is
consistent with the finding that 73% of key account coordi -
nators time is devoted to key accounts. Of the approaches,
top-management KAM manifests the highest degree of top-
management involvement in KAM. Therefore, it is not sur-
prising that this approach is managed out of the company
headquarters (86.1% of key account coordinators are based
in the suppliers headquarters). In addition to heavy top-
management involvement, these companies make extensive
use of teams. Activities for key accounts are intense and are
proactively initiated. An interesting finding is that selling
center esprit de corps is high, whereas access to marketing
and sales as well as nonmarketing and nonsales resourcesis
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low. This may suggest that access to resources is barely
needed. Top management might negotiate umbrella con-
tracts, which operative teams carry out using highly stan-
dardized procedures.

Middle-management KAM. Middle-management KAM
manifests a high level of formalization, but in contrast to the
first approach, top-management involvement is medium.
Intensity and proactiveness with respect to activitiesare al'so
on a medium level. These results may suggest that these
companies have installed aformal key account program, but
on a middle-management level. Our interpretation is sup-
ported by the finding that 28.8% of key account coordinators
are locally based in this approach, compared with 13.8% in
top-management KAM. That key account managers are
often locally based may also explain the high access to mar-
keting and sales resources. On the contrary, selling center
esprit de corps and access to nonmarketing and nonsales
resources are low, which gives the overall impression that
KAM in these companiesis mainly driven by (local) middle
management in the marketing and sales function.

Operating-level KAM. Companies using operating-level
KAM are doing a lot for their key accounts and have con-
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siderably standardized procedures. In these aspects, this
approach is comparable to top-management KAM and
middle-management KAM. However, top-management
involvement is lower than in these other approaches. Not
surprisingly, access to functional resourcesis low. Whereas
the VP of sales or marketing is the key account coordinator
in 27.4% of top-management KAM companies and 23.1%
of middle-management KAM companies, this is only the
case for 9.8% of companies in the operating-level KAM
cluster. The low degree of top-management involvement,
along with fairly developed activities and teams, suggests
that this KAM approach is mainly borne by the operating
level. None of the other approaches has such a high per-
centage of companieswith dedicated sales managers for key
accounts (70.8%), 17.1% of whom are locally based.

Cross-functional, dominant KAM. The companies using
cross-functional, dominant KAM harethe highest valuesfor
nearly al variables. First, activities are intense and are
proactively created. Second, formal procedures and team
structures are fully developed. Top management is strongly
involved. Third, selling center esprit de corps and access to
functional resources are high. Of cross-functiona KAM
companies, 65.6% have dedicated sales managers as key
account coordinators. Their share of time spent externally
with the customer is the highest of all approaches, as is
reflected by the 46% of time spent on internal orientation.
The overall picture suggests that these companies are com-
pletely focused on their key accounts. It seemsthat, in these
companies, customer management is virtually identical with
KAM.

Unstructured KAM. As shown by the low values on for-
malization, top-management involvement, and use of teams,
companies using unstructured KAM have not created spe-
cial organizational structures for key accounts and do not
have a program in place. This is consistent with the obser-
vation that activities are more a reaction than a proactive ini-
tiative, as is indicated by the 3.83 mean on proactiveness.
Moreover, KAM comes mainly out of the headquarters, and
key account coordinators are often normal sales managers
(18.5% compared with 6.3% in cross-functional KAM). We
observe that 62% of key account coordinator time is spent
on internal coordination, the highest percentage of all clus-
ters. Thismay account for the extremely high esprit de corps
for KAM among selling center members and for the ease of
obtaining contributions from marketing and sales as well as
other functional resources. The overall impression is that
these companies are pursuing KAM on an ad hoc basis,
mobilizing internal resources only when the key accounts
ask for it. Of these companies, 11.1% name the genera
manager to be the key account coordinator, though top-
management involvement is the lowest of al approaches.
This suggests that the general management’ s responsibility
exists on paper only.

Isolated KAM. Intensity and proactiveness of activities
aswell asformalization and use of teams manifest midrange
values in the isolated KAM cluster. This implies that these
companies are trying to do something for key accounts,
which is supported by the finding that top management is
fairly involved. The most striking feature is that in 44.4% of
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companies in this cluster, key account coordinators are
locally based. Thismay explain why this cluster haslow val-
ues on selling center esprit de corps and on access to hon-
marketing and nonsales resources. Therefore, the overal
pictureisthat KAM is arather isolated, local sales effort in
these companies that, despite some effort from the top man-
agement, struggles for cooperation from the central business
units.

Country-club KAM. The striking characteristic of the
country-club KAM cluster is a high degree of top-
management involvement that goes along with low values
on most other variables. The management of key accountsin
these companies is not guided by formal procedures, and
teams are hardly ever formed. Special activities are per-
formed less intensely and less proactively than under the
other approaches. Most important, there are basically no
dedicated key account coordinators. The KAM coordinator
is often the VP of sales, a general manager, or even the VP
of marketing. The comparatively low level of activities com-
bined with high top-management involvement and high
access to sales suggests that, in these companies, KAM is
little more than representation by senior managers. In 33.3%
of these firms, key accounts are smply handled by normal
sales managers. With the exception of the top-management
involvement, this approach is fairly close to the no-KAM
cluster.

No KAM. The no-KAM cluster has the lowest values on
nearly all variables. Comparatively little activity is per-
formed, but not proactively. Formalization is low, as are
cross-functional cooperation and esprit de corps. Mainly
VPs of marketing and sales or general managers are named
as key account coordinators, though top-management
involvement in this cluster is low. This suggeststhat the VPs
have responsibility on paper but do not actually perform that
role. The interpretation of this approach is straightforward:
These companies do not manage their key accounts. Or
some companies may only have started to manage their key
accounts, given that they profess to have dedicated key
account coordinators.

Comparison with Existing Research

Although prior research has never classified KAM
approaches empirically, there is some discussion of options
companies have in implementing KAM. McDonald, Mill-
man, and Rogers (1997) suggest ideal types of KAM,
assuming that KAM approaches line up along a continuum
from pre-KAM to synergistic KAM. Along the continuum,
the activity intensity, the use of teams, and top-management
involvement are assumed to rise, which impliesa correlation
among these design variables. Our results do not support
thisideal continuum or the correlation. As we have shown,
high degrees of top-management irvolvement occur in com
bination with both high and low degrees of activity intensity
and in combination with both high and low degrees of use of
teams.

Shapiro and Moriarty (1984a) propose another typology
of KAM programs based on qualitative interviews in 19
large manufacturing and service companies (see also the
supplementary comments by Kempeners and van der Hart



[1999]). These researchers distinguish among six types of
KAM programs that resemble the KAM approaches we
identified. More specifically, their national account division
resembles cross-functional KAM, their corporate-level pro-
gram is similar to top-management KAM, their operating
unit program at the group level is similar to middle-
management KAM, their operating unit program at the divi-
sion level paralels operating-level KAM, their part-time
program resembles country-club KAM, and their no-
program option is close to the no-KAM approach. However,
our work goes beyond the prior work by identifying the
design variables behind the approaches, providing richer
descriptions of the approaches, and supplementing the
descriptions with quantitative data. We also detected two
additional KAM approaches, unstructured KAM and iso-
lated KAM. These two approaches involve a considerable
number of activities for key accounts but do not require for-
malization of the approach. In conclusion, our findings seem
to indicate that we have not overlooked KAM approaches
that occur in practice. This speaksfor the validity of our tax-
onomy and for the absence of a nonresponse bias.

Outcomes

We now turn to the success of the various KAM approaches.
In interpreting the results in Table 6, we must pay attention
to whether the outcome variable is on the level of the key
accounts or of the organization asawhole. The effectiveness
of KAM can be assumed to be strongly influenced by how
key accounts are managed and is therefore our main out-
come variable of interest. On the contrary, variance in
organization-level outcomes, such as performance in the
market, adaptiveness, and profitability, can be explained by
many factors other than KAM. A firm may be driving its
performance, for better or worse, through the average as
opposed to the key accounts.4

On both the KAM level and the organization level, the
no-KAM and the isolated KAM approaches perform the
worst. On the organization-level outcomes, cross-functional
KAM companies stand out with respect to both performance
in the market and adaptiveness. Asfar as profitability is con-
cerned, top-management KAM companies perform best.
That the most effective approaches are not the most prof-
itable ones may be explained by some approaches involving
higher costs in addition to generating higher revenues.

Another observation in Table 6 is that severa KAM
approaches are equally successful. Thisfinding is consistent
with the concept of “equifinality” emphasized in the config-
urational approach (Meyer, Tsui, and Hinings 1993). How-
ever, given our key informant design, it raises the issue
whether a common method bias is present in the data. Two
facts from our data speak against the presence of a bias.
First, a possible key informant bias should affect the subjec-
tive performance measures (e.g., KAM effectiveness), but
not the objective performance measure (i.e., profitability).
That several configurations also manifest the same level of
objective performance supports the validity of our findings
on the subjective measures. Second, even in very active
approaches (e.g., top-management KAM), there is much

4We owe thisideato an anonymous reviewer.

variance across the respondents regarding the performance
variables. Indeed, the lack of significant differences among
some approaches is due to the high variance rather than a
tendency of all key informants to rate their own approach
highly.

It is necessary to verify whether the performance differ-
ences hold true even when we consider environmental vari -
ables. Market dynamism and competitive intensity have
been shown to influence performance in a market orienta-
tion context (Jaworski and Kohli 1993). To control for these
effects, we made use of analysis of covariance (ANCOVA).
Cluster membership was the (nominal) factor, and the con-
trol variables served as covariates. Table 7 shows that
though market dynamism has a significant effect on perfor-
mance in the market and competitive intensity has an effect
on profitability, the effects of cluster membership on all per-
formance outcomes are still significant.

Discussion

Research Contribution

Despite the immense importance of KAM in managerial
practice, prior research in this area has been fragmented, and
sound empirical studies have been scarce. The contributions
of this article come from both the conceptualization and the
taxonomy.

The first contribution of this article is to provide con-
ceptua clarity to KAM design decisions and to lay the basis
for further research. In addition to synthesizing the existing
literature, this article extends the conceptual scope of KAM
research by drawing attention to the failure of previous
research to go beyond the boundaries of formalized KAM
programs and study nonformalized KAM approaches. We
derive an integrati ve conceptualization of KAM that identi-
fies four key dimensions: (1) activities, (2) actors, (3)
resources, and (4) formalization (see Figure 1). We also
develop scales for key constructs related to KAM.

A second contribution of our work consists in its being
the first study to empirically classify designs of organiza-
tional approaches to selling. Although taxonomies exist for
the buyer side (Bunn 1993) and for the relationship between
buyer and seller (Cannon and Perreault 1999), there has
been no taxonomy on the organization of the seller side.
Moncrief (1986) has created a taxonomy of individual sales
position designs, but the level of analysisin selling research
has shifted to the selling team (Weitz and Bradford 1999).
As Marshall, Moncrief, and Lassk (1999, p. 88) state,
“Clearly, the operative set of sales activities representing a
sales job in the mid-1980s is deficient to accurately under-
stand and portray sales jobs of today.” Therefore, our taxon-
omy closes a gap in empirical knowledge about organiza-
tional approaches to selling.

A third major contribution is the refinement of existing
KAM typologies. We confirmed the types of KAM postu-
lated by Shapiro and Moriarty (19844a), supplemented them
with empirical detail, and detected two additional
approaches. These two involve a considerable number of
activities for key accounts but do not require formalization
of the approach.
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TABLE 7
Results of ANCOVA

ANCOVA Results

Covariates
Market Competitive
Approach Dynamism Intensity
Dependent Total Model
Variable: Mean of Mean of Mean of
Models 1 Mean of F Squares F Squares F Squares F
Through 4 Squares () (df.=7) (p) (d.f.=1) (p) (d.f.=1) (p)
1. KAM 1.76 3.72 2.20 4.65 <.01 <.01 .81 1.72
effectiveness (d.f. =9;370) (<.01) (<.01) (.96) (.19)
2. Performance in 3.63 5.58 4.15 6.37 2.27 3.48 .85 1.31
the market (d.f. =9;370) (<.01) (<.01) (.06) (.25) (.25)
3. Adaptiveness 5.72 7.81 6.54 8.93 1.93 2.64 A7 .64
(d.f. = 9;369) (<.01) (<.01) (:11) (.42)
4. Profitability 22.81 3.99 12.19 2.13 .90 .16 125.97 22.05
(d.f. =9;322) (<.01) (.04) (.69) (<.01)

Notes: d.f. = degrees of freedom.

An additional contribution of our taxonomic research is
to provide deeper insights into the performance aspects of
KAM approaches. On ageneral levd, it isimportant to note
that the same level of performance can be accomplished
through different approaches. Yet some approaches perform
significantly worse than others. The finding that no-KAM
companies are behind on all performance dimensions repre-
sents the most comprehensive empirical demonstration so
far that suppliers benefit from managing their key accounts.
The similar performance of isolated KAM indicates that
mediocre approaches to KAM are likely to fail. These
results suggest that failure to achieve access to and commit-
ment of cross-functional resources seems to play a critica
role for the success of KAM programs. This reinforces
recent research on marketing organization that recognizes
the cross-functional dispersion of marketing activities
(Workman, Homburg, and Gruner 1998).

On a genera level, our work has shown that there is
value in blending relationship marketing concepts and mar-
keting organization concepts. Within our conceptual model,
the actor, resources, and formalization dimensions are
inspired by marketing organization research, and the activ-
ity and the outcome dimensions draw on relationship mar-
keting research.

Avenues for Further Research

Further research should continue building the bridge
between relationship marketing concepts and marketing
organization concepts. One possible avenue is to empirically
link the KAM approaches identified in this article to rela-
tionship types (Cannon and Perreault 1999). In designing
these empirical studies, the existence of nonformalized
KAM approaches should be carefully considered.

Future empirical designs should also seek to overcome
some of the limitations of this article. One limitation stems
from the static design of our study. As research by Pardo,

Salle, and Spencer (1995) has shown, key account
approaches evolve over time. Further research should also
capture the dynamic performance effects of KAM. As
Kalwani and Narayandas (1995) have shown, the beneficial
outcomes of customer-oriented activities appear with a cer-
tain delay. Another limitation of our article is the use of a
single-informant design, which focuses on one side of the
seller—buyer dyad. Future studies should also take the key
accounts' perspectives into consideration. This is particu-
larly important for analyzing the outcomes of KAM. One
way to extend our examination of outcomes would beto dif-
ferentiate the performance impacts of individua KAM
dimensions. In this context, the effect of KAM-level out-
comes on organization-level outcomes should be explored
aswell.

Another open issue is the effect of the environment on
KAM dimensions. The literature has claimed that the for-
mation of key account programs is influenced by character-
istics of buyers and of the market environment, such as pur-
chasing centralization, purchasing complexity, demand
concentration, and competitive intensity (Boles, Johnston,
and Gardner 1999; Stevenson 1980). Yet rigorous empirical
research linking multiple environmental dimensionsto mul-
tiple KAM dimensionsis still lacking.

Managerial Implications

One of the most fundamental managerial tasks is designing
the internal organization. These design decisions are typi-
cally taken on the level of the organization rather than the
level of individual accounts. Therefore, the organizational
perspective adopted in this research has particular appeal to
top executives.

The key message to managers is not to take a laissez-
faire approach to KAM. Given that the no-KAM option is
markedly less successful than other approaches, our results
call for managers to manage key accounts actively. That
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there are significant performance differences among the
more actively managed approaches demonstrates that it is
important to design the approach in detail. Our work also
shows that KAM requires support from the whole or ganiza-
tion. Therefore, top managers should not |leave the design of
the KAM approach to the sales organization alone.

The conceptualization of KAM developed in this arti-
cle provides managers with a systematic way to design
the KAM approach. As Day and Montgomery (1999, p.
12) note, “conceptual frameworks, typologies, and
metaphors that are the precursors to actual theory build-
ing” provide valuable guidelines for managers. Managers
should work through four questions: (1) What should be
done for key accounts? (2) Who should do it? (3) With
whom in the organization is cooperation needed? and (4)
How formalized should the KAM approach be? We par-
ticularly emphasize that managing key accounts does not
necessarily require setting up a formal key account

The taxonomy developed in this article further supports
managers in designing their KAM. Managers can categorize
their own companies approach on the basis of the prototyp-
ical implementation forms identified. From the taxonomy,
they can discover neglected design areas and develop alter-
native designs.

Conclusion

Key account management is a highly relevant issue for mar-
keting and sales managers. In addition,it i san areafor acade-
mic research, because it builds a bridge between marketing
organi zationandrel ationshi pmarketing.Therefore,thel ackof
sound academic research inthis areais surprising. This article
provides the basis forfurther research by contributingan inte-
grative conceptualizationof K AM .Ital so fillsagapi nknowl-
edge about how firms design their approach to key accounts.
Finaly, it shows that actively managing key accounts leads to

program.

significantly better performance than neglecting them does.

APPENDIX
Scale Items for Theoretical Measures
Composite
Reliability/
Coefficient
Construct Iltems Alpha
Activity intensity Compared to average accounts, to what extent do you do MORE in .751.71
(reflective scale, scored on a these areas for key accounts?
seven-point scale with - Product-related activities (e.g., product adaptation, new product
anchors 1 = “not more than development, technology exchange)
for average accounts” and - Service-related activities (e.g., training, advice, troubleshooting,
7 = “far more than for guarantees)
average accounts”) - Price-related activities (e.g., special pricing terms, corporatewide
price terms, offering of financing solutions, revelation of own cost
structure)
- Distribution and logistics activities (e.g., logistics and production
processes, quality programs, placement of own employees in
account’s facilities, taking over business processes from customer)
-Information sharing (e.g., sharing of strategy and market research,
joint production plans, adaptation of information systems, access to
top management)
-Promotion activities to final customers (e.g., joint advertising and
promotion programs to help the account sell your products)
Activity proactiveness Do the activities in these areas derive more from customer initiative or
(formative scale, scored on a more from your own initiative?
seven-point scale with (Items equivalent to activity intensity.)
anchors 1 = “not more than
for average changes” and 7 =
“far more than for average
changes”)
Top-management involvement Within our organization ... .64/.62
(reflective scale, scored on a - even small matters related to key accounts have to be referred to
seven-point scale with someone higher up for a final decision.
anchors 1 = “strongly -very few decisions related to key accounts are made without the
disagree” and 7 = “strongly involvement of senior managers.
agree”) -top management often deals with key account management.
Use of teams Within our organization ... .85/.82

(reflective scale, scored on a
seven-point scale with anchors
1 = “strongly disagree” and 7 =
“strongly agree”)
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-when there is a problem related to our key account relationships, a
group is brought in to solve it.

- key account—related decisions are made by teams.

-we have teams that plan and coordinate activities for key accounts.



APPENDIX

Continued
Composite
Reliability/
Coefficient
Construct Items Alpha
Selling center esprit de corps People involved in the management of a key account ... .92/.90
(adapted from Jaworski and -are genuinely concerned about the needs and problems of each other.
Kohli 1993; reflective scale, -have a team spirit which pervades all ranks involved.
scored on a seven-point scale -feel like they are part of a big family.
with anchors 1 = “strongly - feel they are “in it together.”
disagree” and 7 = “strongly -lack an “esprit de corps.” (R)*
agree”) -view themselves as independent individuals who have to tolerate
others around them. (R)*
Access to marketing and How easy is it for the key account coordinator to obtain needed .75/.69
sales resources contributions for key accounts from these groups?
(reflective scale, scored on a -Field sales
seven-point scale with - Customer service
anchors 1 = “very difficult” - Product management
and 7 = “very easy”)
Access to nonmarketing and How easy is it for the key account coordinator to obtain needed .85/.81
nonsales resources contributions for key accounts from these groups?
(reflective scale, scored on a -Research and development
seven-point scale with - Manufacturing
anchors 1 = “very difficult” -Logistics
and 7 = “very easy”) - Finance/accounting
- Information technology
- General management
Approach formalization Please indicate the extent to which you agree with the following statements: .87/.84
(reflective scale, scored on a -We have established criteria for selecting key accounts.
seven-point scale with -Within our organization, formal internal communication channels are
anchors 1 = “strongly followed when working on key accounts.
disagree” and 7 = “strongly -To coordinate the parts of our organization working with key
agree”) accounts, standard operating procedures have been established.
-We have put a lot of thought into developing guidelines for working
with our key accounts.
KAM effectiveness Compared to your average accounts, how does your organization .88/.85
(reflective scale, scored on a perform with key accounts with respect to ...
seven-point scale with - achieving mutual trust?
anchors 1 = “very poor,” 4 = -achieving information sharing?
“about the same,” and 7 = -achieving a reputation of fairness?
“excellent”) - achieving investments into the relationship?
- maintaining long-term relationships?
-reducing conflicts?
- meeting sales targets and objectives?
-making sales of those products with the highest margins?*
-making sales from multiple product divisions?*
Performance in the market Relative to your competitors, how has your organization, over the last .88/.85
(reflective scale, scored on a three years, performed with respect to ...
seven-point scale with -achieving customer satisfaction?
anchors 1 = “very poor,” 4 = - providing value for customers?
“about the same,” and 7 = - attaining desired growth?
“excellent”) -securing desired market share?
- successfully introducing new products?
- keeping current customers?
- attracting new customers?
Adaptiveness Relative to your competitors, how has your organization, over the last .86/.84

(reflective scale, scored on a
seven-point scale with
anchors 1 = “not more than
for average accounts” and

7 = “far more than for
average accounts”)

three years, performed with respect to ...
-adapting to changes in the business environment of your company?
- adapting to changes in competitors’ marketing strategies?
-adapting your products quickly to the changing needs of customers?
-reacting quickly to new market threats?
- exploiting quickly new market opportunities?
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APPENDIX

Continued
Composite
Reliability/
Coefficient
Construct Iltems Alpha
Profitability What was your company’s average pre-tax profit margin over the last
(interval item with ten levels three years? 1 = negative; 2 = 0%-2%, 3 = 2%—4%, 4 = 4%-6%, 5 =
of variable provided) 6%—8%, 6 = 8%—-10%, 7 = 10%—12%, 8 = 12%—16%, 9 = 16%—20%,
10 = more than 20%
Competitive intensity Please indicate the extent to which you agree with the following statements: .82/.81
(adapted from Jaworski and - Competition in our industry is cutthroat.
Kohli 1993; reflective scale, - There are many “promotion wars” in our industry.
scored on a seven-point scale - Anything that one competitor can offer, others can match readily.
with anchors 1 = “strongly - Price competition is a hallmark of our industry.
disagree” and 7 = “strongly - One hears of a new competitive move almost every day.
agree”) - Our competitors are relatively weak. (R)*
Market dynamism Please indicate the extent to which you agree with the following statements: .65/.61

(adapted from Jaworski and
Kohli 1993; reflective scale,
scored on a seven-point scale
with anchors 1 = “strongly
disagree” and 7 = “strongly
agree”)

a bit over time.

-In our kind of business, customers’ product preferences change quite

-Our customers tend to look for new products all the time.

-We are witnessing demand for our products and services from
customers who never bought them before.

-New customers tend to have product-related needs that are different

from those of our existing customers.
-We cater to many of the same customers that we used to in the

past. (R)*

*ltems not kept after the item purification process.
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