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The topic for this Bachelor’'s Thesis is the keyaest management both from theoretical point of
view as well as from practical angle. The case amphat ordered the Thesis wishes to remain
anonymous as the key accounts are one the biggests The purpose of this thesis is to give
practical operational level suggestions on howrtprove their key account management

The theoretical part of the Thesis describes allntiain issues of key account management, starting
with the definition of it. The next part covers tdevelopment of the customer relationship and
what kind of internal and external influences te #ocial interaction there is between the customer
and the supplier. The following part looks at tleg laccount management from a critical viewpoint,
highlighting the possible risk areas that have @éadken into consideration. Finally there are two
examples of tools that can be used in order to caiskomers based on their attractiveness and the
strength of the relationship.

The empirical part goes partly hand in hand with timeoretical part, illustrating how the theory is
applied within the case company. In addition toggahoverview, three of the case company’s key
accounts are analysed based on the current situasowell as using the previously mentioned
tools.

In research methods and processes part, the devetdf the empirical part is presented. It gives
a detailed description of the data gathering usegain the information. The main data gathering
methods were interviews and observations.

Finally in the last part, there are some recommemas how the case company could improve their
key account management in the operational, everiglay.
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1. Introduction

This subject of this thesis is key account managerbeth theoretically as well with in a case
company that does not yet use key account manadgemerstill have key accounts. The case
company wanted to see the current situation othihery concerning the key account management
and how they could improve their own processes. Gage company operates in component
manufacturing industry with customers all around World, mainly in Europe. They are a long



time player and have solid markets. This bacheliresis will focus on key account management

(KAM) and the analysis of three customers whichdage company has classified as key accounts

The case company produces mainly two categoriesmmponents. The A-category components are
more complex and challenging to produce and thusenexpensive. Their demand is also

noticeably lower than that of the B-category congus. B-category components are more often
produced in big batches as they are easier to raetumé and their demand is also much higher. A
practical example of the differences in demandffer@nce between the front door of the apartment
house and the front door of each individual apantnmethe house. This analogy also applies as the

front door has more specific requirements thanother doors as the doorways within the houses
do not differ that much.

The data for this thesis was gathered during tmenser 2008 before the sudden changes in the
world’s economical situation, so many of the stafssand estimations based on them will more
likely be incorrect as the economical situationle®t strongly on component manufacturing

industries as the customers as well as end usebevieducing their investments.

In order to avoid complicated structures with hier/ls/he, and such, in this thesis a single person,
such as the key account manager will be referreédegs



2. Research Problems and Conceptual Framework

The topic for my bachelor’s thesis is” Analysingyk&ccounts for Case Company. The reason why
the case company is interested in this subjetiaisthey have identified their key accounts butehav
not done any further analysis of them. Furthermthrey are interested in possible ideas concerning
improvements or developing operational level tdolscontinuous analysis and measuring tools
that this thesis could provide. For me the intereghis topic comes from its Customer Relationship

Management (CRM) roots as it is an interesting afaynproving customer retention.

The main objective of this thesis will be the kegc@unt management (KAM) and its various
aspects, in particular the analysis of key accourtte theoretical part will be going over the major
theories concerning the KAM, both in general as aglin operational level in order to give valid,
useful recommendations to the case company. Exagkhthe case company has identified its key
accounts, the thesis will go over the theory to if¢leere are any differences between the theory

and the practice within the case company.

The main questions that will be asked are:

* What is key account management and what is themitineory concerning it?
» What kind of tools there are for KAM?

* How to analyse key accounts?

* What is the current situation of KAM in the casengany

* How can the case company improve its KAM?

There will be two different angles for the thedike main angle will be the analytical view on the
key accounts and their management. Second anglebwillooking at things from practical,
operational level in order to make use of all theoty that is presented in the theoretical pathisf
thesis in order to find everyday uses for it. Tihiesis does not cover the strategic level of KAM as
that would require extensive research into eaclction of the company. That level of research
would require more time and resources that is iaishelor’'s thesis has available. The level of
insight required for strategic recommendations oarve gained before years of work in the
industry. In order to give broader scope of isstlas,thesis will look for counterpoints for KAM to
see if there are alternatives that might be moralsle for the case company or if there are any

particular weaknesses that they have to take iafsideration. It is unlikely that this thesis will



provide better plan than the current system, beretlareas that could be improved.

As a framework for the thesis, there is an intémgsarticle that has already been used in defimitio

of the subject. The article in question is by Jukiasalo (2001, 199-218) and its title is “Key

account management at company and individual lewelsusiness-to-business relationships” In

addition to that article, the thesis will be goioger the KAM as a whole phenomenon as well as
differences between Key account management and @egount management.

In the theoretical part, the main sources will beiaus literatures about the subject, books as well
as various theoretical articles and case studiethd operational part, the main sources will e th
information from the case company’s intranet, sta$ and interviews with various members of the
case company, including the sales managers, sadedicators, and by observing the sales staff. In
the intranet there should be all the relevant mfation about each key account in general and what
the current situation is. The statistics shouldablke to show me what has happened in the past and
what the clients are like in quantitative sensee $tatistics are also a basis for the estimation of

what the development of each client will be like.

The best source for the detailed information anddeaon experience are the people who are in
charge of each key account. By interviewing anceolsg the sales managers and account support
persons, it is possible to create an informatiotkpge, which summarises the current situation as
well as offering ideas how to improve the curreavel of KAM so that those not yet familiar with
the accounts will be able to understand the sdunatwith relative ease. Interviews will be semi-
structured, so that the critical topics will be emed in each interview while staying informal
enough to adapt to the new information that migimhe out during the interview. In addition to the
semi-structured interviews, the participatory oliagon offered practical way of seeing how the

customers are managed currently.

After talking with the responsible parties withimetcase company, the conclusion is that this thesis
will only focus on the internal aspects of KAM awndll not interview the clients. The main two
reasons for this are; to limit the amount of intews to do as well as the wishes of the case
company. The reason for this is that they centdligeneral satisfaction survey carried out on a
regular basis. Furthermore there have been seesbts both within and without the case
company that would have a strong effect on theltesthich would render the whole survey mostly

invalid.



The biggest challenge with the topic is that tlseies that this thesis covers are mostly confidentia
SO0 extra caution needs to be used in presentingirtftgmation so no sensitive classified
information is accidentally revealed, yet that hi®rmation is clear and the conclusions based on
the data can be reasoned, without giving too mofdrmation to the competitors. This is especially
true to the analysis part concerning the yearlgssablumes, an issue that no company wants to let

outsiders know.

The objective is to create in-depth, yet concifiastration of the situation of KAM in the case
company and an analysis of each of the chosendmuats for the case company and based on the
discoveries; provide them with practical soluticmsd guides to everyday interaction. | do not
expect to create phenomenal tool that will revolise KAM but something more down to earth

which will make the managing of key account morefaotable and efficient.



CONCEPTUAL FRAMEWORK

KEY ACCOUNT MANAGEMENT

Identifying Key Accounts
- — - ‘ Products and services
Basic Charasteristics P Analyzing Key Accounts >
v
Relationship History ’ Selecting Suitable Strategies Organizational Structure
A
Relationship Commitment ol Developing operational .| Information Exchange
Level Capabilities i

Figure 1. Conceptual Framework. Modified versiorOgdnsalo's “Elements of KAM” (2001)

The figure 1 is the conceptual framework for thissis. It highlights the main

elements that should be taken into consideratioearlboking how companies manage their key-
accounts and how they can analyse them. The kepuatcmanagement starts from the
identification of the key accounts. In this stadee tmanager should define what criteria are
important for the company (generated turn-overfmeee complexity of buying process, future
potential, reputation, etc...). When the criteravén been selected and ranked by importance, the

analysing part can begin.

In the analysis part all the current informatiomatbthe customer is gathered. The main three areas
of information are the basic charastericstics,réationship history and the commitment that both
the supplier and the customer have for the relaligm such as joint projects. Based on the
information and deductions done during the analybis suitable strategies for each key account
should be selected. In the case of this thesisstthgegy part is left aside due to the compleaitit

and the time it would require. Finally based on #mlysis and the strategies chosen, the
operational level decisions are made. Which sesviaed products will be offered to which
customer, what kind of organisational structuret Bepports each of the key accounts individually
as well as in general, and how does the flow afrimfation go between the two organisations. Here

also all the possible problem areas and ideasrfpravement are presented.



3. Key Account Management

There are some difficulties in defining what KAM. i®ne of the main reasons is that many
companies have key accounts while the terms usétkifiterature vary. The four main terms are:
key account, national account (NAM), major accoantstrategic account management (SAM).
National account is more widely used in North Aroanwhereas Major account is more popular in
Europe. Both of them are tied down to geographloahtion, turnover, and/or profitability.
Strategic accounts are closer to the term key axtcaaithey can be based on other factors as well,
such as the prestige of the customer, access totemwology or that the customers acts as an
entryway to new markets that would be difficultreach otherwise. In this Bachelor's Thesis the

term key account management is used but the tlo#texy can have used any of these terms.

Millman (1997, 737) defines key account as a sfietdly important customer for the selling
company in B-to-B (Business to business) marketsisTKAM is "an approach adopted by selling
companies aimed at building a portfolio of loyalyk&ccounts by offering them, on a continuing

basis, a product/service package tailored to thdividual needs”

Sharma (2003, 141) defines key account managenwser @ng-term buyer-seller relationship

which focuses on creation, nurture and maintenahsgronger ties with customers. Furthermore it
specialises in identification of specific custonmereds which are then satisfied in comparison of
general needs which are the focus in normal busirgationships. One of the main reasons why
KAM has become such a vital way of doing businesshat ascent of just-in-time systems has

brought need for close cooperation between buyeisalter

The definition of KAM in this thesis is a synthesisthe previous two definitions: KAM of is a way
of identifying the core customer base and maintginmore in-depth relationship between the case
company and the key accounts. This definition higité two major dimensions of KAM, the
individualistic approach towards certain custonaerd the importance of relationship management.
The customisation opens new opportunities to betisfy the customer’s needs and the deeper
relationship improves the knowledge that the twaigs have of each other as well as strongly



affect the way that the two parties are commumicgtin the case company the KAM can be seen
as the way of dividing limited resources with maxmmefficiency. Based on the importance of the
customer, the resources are spent so that thencesie as satisfied as possible in relation torthei

worth to the case company (see the chapter 3. 8img\key accounts).

What complicates the relationship management is¢ ithés rather difficult to give a concise
definition of the term yet most us do understanditwh meant by a business relationship. Usually
words such as trust, respect, and honesty as asgeistribe what is needed in order to manage a
business relationship. However in its essence,niessirelationship is all about exchange. Where
normal business actions are exchanges of gooderaseiices for money (or similar), relationship
exchanges are more about exchanging short-times garnong-term benefits. The supplier might
exchange some of its current profit for future imeo and the customer abandons some of
competitors’ cheaper prices of today for supplidredter prices of tomorrow. What keep business
relationships together is the switching costs. Ashbparties have invested in the relationship,
“breaking up” will cause losses for both partieeeTSupplier party will lose all the resources i ha
spent to get to know the customer and to adapstspiecial needs and the customer party will lose
the resources it has spent to get to know the mrpph the case of mutual investments, such as
Electronic Data Interchange (EDI), or Enterprises®®ece Planning (ERP)-systems, both parties
will be losing parties as one of the parties alwags to adapt to the system the other one is using.
This can be either the supplier or the customeedéjng on the systems used and on the position
of power. (Vitale& Giglierano, 2002, 342-343)

One of the issues that KAM has is the problem ohenship: “Who "owns” the relationship”, as
companies have often several different productsliaed different people are in charge of them.
Furthermore, there are many persons involved irre¢taionship, so who should be the person to
consider as the key account manager. First thexethas consultants who initiate the process,
employees might have a good external network oftacd® or have close relations with the
customer, other one might have the best know-homceming offered, and finally there are the
different managers in the various levels of compamgrarchy who have the decision-making
power. All these parties have their reasons why tiweild be considered as a key account manager
and a good key account manager should have trais &ll of these people. They have to know
very well both their own organisation and whatas o offer as well as the customer and what they

are looking for. (Gummesson, 1999, 60)

This is the reason why most companies using KAMgehgppointed specific key account managers



who act as intermediates between the buying comgang its various contacts) and selling
company's various experts and departments. It doesuffice that the key account manager knows
the products but they have to have an up-to-dat@lsoetwork as its active use and management is
the basis for marketing strategy. (Ford, 1997) xiii

It is also important to realise that even if theus of KAM is managing the relationship between
supplier X and Customer A, customers B, F, H, andlilZalso influence the relationship. Supplier

that treats badly customer A, might have troubterlan with customer H, who has heard of what
happened. Similarly if customer A receives morerises free of charge, the other customers might

start demanding the same benefits (even if theyad@arn them). (Ford, 1997, xiii)

3.1 Identifying Key Accounts

When identifying the key accounts, it is importa&mtknow the company's strengths (either current
or potential) and match them with the customers riight best reply to those strengths, making it
easier to satisfy them and keep them that wag.rtiuch cheaper to keep a customer than to acquire
a new one. As mentioned earlier, the key accouas amt have to be big major account but have
other interests to the supplier. One customer mighthe trend setter of its industry, the target of

benchmarking, or the one who defines the main @dlim that industry.

In industrial markets, the customer base mighth®othat diverse and most of the companies have
long histories of working together, in some casemewith different levels of cooperation. Despite
the long history, the relationship between the Sap@nd the customer is in state of constant
fluctuation. The relationship could be fully tranganal, but then comes a joint project that reegiir
deep cooperation and when the project finishes, ridationship might revert back to its
transactional state (or if the both parties feat they benefited from the project, they might daep
their relationship even more). Sometimes the customight even stop purchasing from the
supplier for a while but return again in few yedrssome cases it might be the supplier that deems
the customer as unprofitable and looks for othesirimss partners. This “letting customer go” is
always a tricky business as the customer mighthastemporarily unprofitable or the word of the
turning down might spread, harming the companytation. The “easiest” way of letting go of a
customer is to raise prices so that the custommmdedhe supplier to be kept and looks for cheaper
prices from competitors. This solution is good asef later on the supplier wants to reconnect with
the customer; they can lower their prices to ableprevious level.



The information about the customers can be dividez objective and subjective information. The
objective information is easier to analyse as insists of all the figures of the relationship: turn
over, profitability, money spent on the relatioqssize of the product range offered, R&D budget,
etc. The subjective side is much more difficulatmalyse but it plays major part in the relationship
Good examples of objective information are trusiMeen the two parties, how well they know
each other, what is their reputation, etc. Anotheay of dividing the factors affecting the
attractiveness of a customer is the two aspectsdémographics and psychographics. (Burnett,
2002, 66-69)

The demographic aspect includes all the physiagktin the buyer-seller relationship, meaning the
benefits both parties gain from the relationshiy;hsas competitive prices, improved quality and
performance or brand strength. The Pareto's Laasis included in the demographic aspect. The
Pareto's Law states that most activities in a camgallows the 80:20 rule, such as 80% of the
profit is generated by 20% of the customers, ot 8@ of the costs are caused by 20% of
products. (Burnett, 2002, 66-69)

The psychographic aspect consists of all the vadunes attitudes that the buyer and seller share.
They are mainly intangibles parts of the relatiopsisuch as the style of negotiating, problem-
solving style, response speed and attitude towaetiing. They also play a major part when the
buyer and seller start deepening their relationsisipvhile the demographic issues might be easily
solved; differences in attitudes and values aretmmcre likely source of conflicts. And if the selle

and buyer have very different ways of managing latisf the vicious circle is ready and the

development of the relationship is at risk of egdhlefore it really started. In some cases the
differences are such that there is little reasostant the relationship strengthening process @s th

two parties do not meet eye-to-eye (Burnett, 266269)

KAM might also create an issue that should be kepbind that KAM does not promote equality.
Instead, it highlights the fact that some customiggsare more “special” than others. The problem
lies in the fact that it is hard to identify whidustomers merit the special status. Often they are
chosen simply on the size of their profit and twero The problems might occur when the “normal”
customers become aware that others get speciamgaa While most of the B-to-B customers

might be used to this, some companies might ramsees if they have considered the supplier as a



strategic supplier but the supplier does not remegthe customer’s value or importance. (Pardo,
1999, 276-297)

The case company has ten key accounts in variouseimsectors. This thesis will cover three of
these key accounts, all of which operate on thefgan markets. The customers Alpha and Beta
have a turn-over of 2 to 5 million euros while thestomer Delta has the annual turn-over of 5 to
10 million euro. These three key accounts were @mos several criteria, such as the similarities in
size, markets where they operate as well as fopthetical reasons which facilitates the analysis
for this thesis. The Customers Alpha and Delta Hanger relationship with the case company
(extending over several decades) while the Custd@uta is relatively newer customer. Other factor
that differentiates the Customer Beta is that untike Customers Alpha and Delta, their purchase
more of category A components than category B. @usts Alpha and Beta are managed by the

same key account manager.

The case company chooses the key accounts on $ie dfathe revenue they generate and thus
could also be considered as major accounts as Agethey are bigger organisations, their ordering
process is more complex, and the orders are megaiént and in bigger quantities than average
customer The key accounts also have a range ofi@uli services which are offered to them in
order to beet accommodate their needs or to faiglthe order process. The most common method
for streamlined ordering process is the EDI-systeamswell various online solutions, where
customer regularly updates their need for variaaslycts (See 6. Analysis of the key accounts for

solutions offered for each of the key accounts).

There are several factors that the case comparg tosdifferentiate key accounts from normal
accounts. First of them is the most common one pti@ng policy. As the key accounts are the
customers that order the biggest quantities omgalae basis, they are the ones who are more likely
to benefit from the economies of scale. The keyants also have better Incoterms and terms of
payment. The reason for both of these benefitsesame. As they are big customers and their own
organisational size is big, they have enough natjoti leverage to demand for better Incoterms
and terms of payment. It is also in case companiesests to offer them to the key accounts as the
risks are smaller than with smaller customers. Wdmahes to Incoterms, the big order quantities
enable the case company to gain from economiesalé,swhich reduces the cost per piece for
transportation. The situation with the terms ofpant is different. There the key issue is truse Th
big companies are less likely to suddenly go bgptkamd stop paying where as the credit risk with
smaller companies can be quite high. However tleent situation is difficult as many banks and



credit rating companies are struggling. Third faégsahe problem situations. In ideal situatiore t
production is planned so that each customer resdh@r orders on time, however this rarely the
case in the real life. In the case of productiasbpgms or conflicting needs between customers, the
key accounts are prioritised over the normal acturhere are couple of reasons for this. First of
them is of course the relationship management.rélationship between the case company and key
account is much more important and valuable tharreétationship between a smaller customer and
the case company. Second factor is connected t@ribshuction. Bigger customers order bigger

guantities which are more efficient to produce tearaller batches.

3.2 Key Account Relationship Development Cycle

All relationships evolve (and devolve) as time passEvery single action is influenced by the
history that the interacting parties share andhatsame time history is shaped by every action that
they take. Millman’s (1997, 138-140) classic mddelstages of KAM has six stages.

1. In Pre-KAM the seller does not have any infoioratabout the buyer and their relationship

history is general buying-selling history withoutyaspecial treatment or organisational structure.
Most of the customers will always remain in thensactional level as neither party has any interest
in developing the relationship or either party does see the other party worth of the investments

that the stronger relationship would require.

2. Early-KAM is the courting stage, where both metare using the gathered information and
experiences to find out possibilities for collakdaya and to see if the other party is really wdtth
investments. In this stage competitors play a magot as their weaknesses (and strengths) must be
well-known to persuade that the buyer will benéfim choosing the seller as one of the preferred
suppliers over the competitors. At this stage thedpcts and services offered are starting to get

differentiated in order to boost performance angrome communication.

3. Mid-KAM is the stage when companies are datmganing that while the seller is not the only
supplier of the product, it still is one of the mauppliers. In this stage the trust deepens aré mo
in-depth view is taken in to solving problems. Bp#rties are getting to know each other and can
better see what particular benefits their relatigm$ias to offer. The senior management starts to
take more active role in the reviewing and resowltecation in order to see if the relation could

lead into partnership.

4. Partnership KAM is the mature stage where infdrom is shared more freely and even sensitive

commercial information might be shared. Cooperattowidely used and both companies rely on



each other. Both parties also know other’s prodagtlan in-depth. This makes it easy for customer

to plan its purchases and for the supplier to gproduction according to the customers needs.

5. Synergistic KAM is the deeper level of partnggsKAM, where the boundary between the two
companies starts to fade and they share a viewhbgtare a larger entity in order to add value and
act more efficiently in the markets. The suppliltyp active part in improving the added-value that

the customer offers to their customers.

6. Uncoupling KAM is the final stage of all relatiships, where for one reason or another
partnership ends. Most common reasons are thabbtige parties (usually the customer) stops
seeing the relationship as profitable and that teyearn big enough cost savings if working with
some other company. Another possible reason isth®atelationship has been mostly based on
personalities and when they leave their compathesielationship ends as well.

The sixth stage is often seen as solely negativeyshas if the best relationship would be the
everlasting one. The reason for this is thathedl tesources put in the relationship and its upkeep
are lost when the relationship ends. What is oftegotten is that the costs related to ending the
relationship might be lower than the costs of aantig unbeneficial relationship. A good example
for this kind of situation is a married couple whave stopped liking each other. The cost and effort
put into a divorce is still less than the costs affdrts that the continuing the relationship would
require and the negative effect of it would haveewarybody involved. A business life example of
this would be a buyer that is having long-term ficial issues (with the risk of bankruptcy), is in
risk of being taken over or has changed managememtthe new management has a different
attitude towards the seller. (Millman, 1997, p.11383)

The customers and the case company have beenciimigréor couple of decades and both parties
have learnt to know each other yet there are radtrttany shared endeavours. Throughout the years
there have been joint projects. Practically all pnejects have been between the case company’s
R&D and the customer’s R&D. Usually so that theecammpany has trained the customer’s
engineers to better understand how the componeatsade and what kind of specification they
can include and difficult they are to produce. @ftemight be the case that the customer wants
something done that is very difficult or expensieedo whereas there would be a similar solution
that would benefit the both parties but as thel the know-how of the component manufacturing,
they do not know what to ask. There the role of ¢hee company is to show how the customer

could get what they want, even though they mightknow what to ask for. .



The level of KAM for the three customers is maiMid-KAM. While there might be some aspects
that would be defined as Partnership-KAM, othereasp they are still in the Early-KAM. Both
parties know each other well and know what theyehtavoffer. The case company is one of the
preferred suppliers for the category A componentssupplies most of the category B components
as well. The case company offers services andisofuthat they do not offer to normal customers.
The senior management of both the case companyh@ndustomer meet every year in order to

keep up with what is happening within each orgdimieaand what kind of projects they have
coming up.

This progress of the relationship does not havdotlow each of these stages and might go
backwards as well. For example, due to quality lemls, a customer in the Mid-KAM stage starts
looking for new suppliers and thus the relationsihgverts into Early-KAM stage or that
relationship in Early-KAM stage leaps directly tarthership-KAM as the buyer and supplier start
a joint project. (Millman, 1997, p.138-140)
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Figure 2. Customer Relationship Lifecycle (200@68-270)



Another way of looking at the relationship is Gréos's Customer Lifecycle. (2000) There the
relationship is divided into three major parts, thiéal stage, purchasing process and usage stage
(consumption process). In initial stage the custoraalises that they have a particular need for a
product or service. They will look for potentialusoes where they can get this product or service.
They will come across the seller company and witjiere them about their services. This enquiry
will move the relationship to the purchasing pracstage, where the seller will do its best to show
what they can offer and how it best matches whattistomer is looking for and the customer will
define their own criteria. They will compare thdleses offer to see if it matches the criteria
(especially price-quality ratio). If they find otitat the seller’s product or service matches their
need, they will purchase it which moves the retathop into consumption stage. Here the customer
will use the product/service and see how well itahes their expectations, requirements, and if the
outcome is what they expected. If the customeatisfied with the product/service, it is more likel
that they will use the seller’s services againrlat®mwever the relationship can end in all of these
steps. If the customer does not become well-awaoagh of the product/service, they might not be
interested in enough to consider it as a valid lpase. In purchasing process, if the offer made to
the customer does not match what they are loolangof it does not seem to have the right price-
guality ratio, they are more likely to choose amotbupplier. Finally if the product/service does no
satisfy the customer’s needs and expectations,ateeynore likely to switch to another supplier that
is more likely to do so. (Gronroos, 2000, p.268)270

It is important for the company to be aware of skeps that their customers are as different steps
require different actions. For customers in initséhge, the key factor is creating great enough
interest towards the product/service. In purchaginagcess the key factor is to ensure that the
customer knows in-depth what the product/serviceoighat they can choose the best matching
option. Here supplier will promise what the prodsetvice will do. These promises combined with

the expectations and impressions that the custbagecreates the framework for the usage stage. In
the usage stage the two key factors are the pesaxperiences that the customer has with the
product/service and the degree with which the prtdervice matches to the promises made during
purchasing process. If all these key factors arsitige, the likelihood of lasting customer

relationship increases. In the case of long-terlatiomship, small negative experiences are more

likely to be ignored as the total experience i gtisitive. (Grénroos, 2000, p.268-270)

In the component manufacturing industry that theeceompany is operating in this lifecycle has

several key points. First is the initial stage wehtre customer has realised that they need certain



component and know that the case company can gaidhey then express their interest in the
products that the case company is producing byngskir quotation for the component with the
particular specifications that they need. The R&2n processes that request to find out how
feasible is the production and what are the castdsrigzks involved. Based on those two factors, the
offer is made to the customer. The customer acoeptss often based on the quality of the piece
and its price competitiveness. Then the initialeorid made and the first serial production pieces a
manufactured. If all goes smoothly, the customerfioms that the component matched all the
required specifications and the serial productiegits. This leads to repeated purchase where the

initial stage is minimal as they will directly mot@ the purchasing process.

One of the critical areas in this process is thatR&D costs are relatively high. That means that a
customer that has chosen the case company asppkeswf the component is not that likely to
change suppliers if there is little bit of negathassle as the original investment binds the custom
to the case company. Also the R&D process is sonestiso time-consuming that the customer has
to carefully consider changing the suppliers aspioezess might take a long time. Furthermore,
there experienced supplier is less likely to hawality issues as they are familiar with the
production and know the possible pit-falls. Theseanother side to this barrier as well, if the
component is offered by one of the competitorshefcase company, the customer is less likely to
change the supplier unless they have serious pnsblgith the current supplier or that the case

company has much better price competitiveness cadpa the other suppliers.

In component manufacturing industry, the lifecylsktween the case company and the customer is
often in all the stages. There are new compone@itsduced (or at least modifications to existing
components), there are the serial produced comp®aed then there are those components that are
in the way of becoming obsolete. The biggest redmooomponents becoming obsolete is that they
are replaced with newer versions of that compoaoettien replaced with totally new component. In
the case company’s industry, it is less likely dsd one particular component to another supplier
than to lose the whole range of components offewetiem. All three key accounts are in a similar
stage. They have not had any major new componatisduced within last couple of years but
have made modifications and updates to the existmmponents. These updated versions go
through the same development cycle. However, therewo points to take into account. First of
all, both parties are already familiar with the gmment so the purchasing process is more
simplified. The second point is that as both partleave certain expectations towards the

component, the final outcome might not match them loundred percent. This is especially true on



the customer’s side as they might not have the dawet of component manufacturing as the case

company and thus might ask for modification thataos doable.

3.3 Social Aspects of Key Account Management

Often in B-to-B the focus is on concrete matterd dacisions are supposed to be made based on
solid facts and quantitative way. However, compdogs not make the decisions but the individuals
within it. People always make subjective decisidhgen if the data is objective, how it is analysed
isn’t. This is especially true when there are peoid. In example, the customer makes a complaint
that the supplier delivers its goods late and #reynot 100% the quality that they expected. I cas
of a new supplier, this can mean the end of theicglship. However, if the buyer and the supplier’s
contact person have a long common history, the uyght be more forgiving. Long-term
relationship also improves the efficiency of themises that the seller makes. Buyer knows the
seller who has shown that they can be trusteds iBhihe reason why the supplier has to be aware
of the people who influence the decision makingcpss within the company as well as their own

key account manager and their strengths and wesdésies

3.3.1 Key account manager

Key account manager is the person who is in chafrgeanaging the business relationship between
the company and its customers. In industrial markibie organisational structure for both
companies become more and more complex as thefthe companies increase and the product
range offered diversifies. This is one the reasshg key account managers are needed as they
coordinate the cooperation between the two parfiesy should have in-depth knowledge of the
structure and ways of operating in their own orgation as well as the customers’ organisation.
They also act as an information manager. Key adcomanager absorbs, diffuses, generates and
exploits information. Absorption relates to gathgrinew information from external and internal
source. Generation of information applies to botbatng new knowledge and making tacit
knowledge explicit. Diffusion refers to sharing ahe distribution of the information gained by the
previous two methods and exploitation is the conumémuse the knowledge gained. It is worth
mentioning that often the key account manager isanrhierarchical superiority to their support
systems. Instead they remind various internal fonstof the importance of customer-focus and

make sure that the customer and its special needsoaforgotten. The key account manager, along



with their team, offers a forum for interaction amgst the staff within the company and customers’
organisation. This joint communication process ceduerrors caused by miscommunications.
(Pardo, 1999, p. 276-297)(Natti, Halinen & HangQ06, 306-307)

The case company does not use KAM fully but haptedicertain KAM structures. There are 10

customer support persons and 6 sales managers. sa@s manager is responsible for 1-3 key
accounts and 10-25 normal customers. Each of thmer support persons is responsible for 1-2
key accounts. There are about 20 key accounts @a2so normal customers. The customers are
divided by the three main product categories a$ agegjeographically. This thesis covers one of the
main product categories in the European markets. K&y accounts (and normal accounts to certain
extent) are divided between the key account masaggethat their skills best align with the needs

of the customers (in particular in relation to laage skills).

One of the under-valued aspects of good key accmamager is personal connections that they
have. In many cases the connections are the ké&yr flmr creating long-term sustainability as they
promote trust and commitments as both parties learknow each other. A manager with long
experience of working with the customer might bdeato predict problem areas before the
customer is aware of them and thus improve theurise level. This might be a risk as well as all
the efforts and investments made for the relatignsan be easily lost if the manager leaves. Social
connections and long history of working together mearly impossible to copy or to imitate, giving
the company one more edge against its competkorshermore, in the case if something does go
wrong, if the personal connections are strong, tteeyreduce the dissatisfaction or ease the regain
of trust and satisfaction. That is why the impocearof personal ties should not be belittled in
recruitment process and training as the loss ddilaa@paccount manager with strong connections is a
loss that cannot be compensated with classic mstiodndustrial markets, often the reasons for
supplier selection are seen almost purely basedprace and specifications but personal

relationships have their effect on the decisionimgkrocess as well. (Sharma, 2006, p. 144-147)

In the case company both the sales managers arghléne staff have a long history of interaction
with the key accounts and are in regular contadh whe customers. This long history of
cooperation has in turn aided in strengtheningréta&ionship between the case company and the
key accounts. Their knowledge of the customer'sigph@eeds and requirements makes it possible
for them to resolve issues that less experiencesbpe might not be able to solve and they have the

creditability needed to comfort the customers ia tiase of any problems. Furthermore, the long



common history also helps to prevent miscommurocatind the negative effect that different
cultures might cause. The “key account managers” iarregular contact with the customer;
whether the case is new R&D-project, reviewing phiees, adjusting the yearly volume, and of
course if there are any acute issues. The yealiymais updated monthly within the case company
and once a year with the customer. However dukg@trrent global economical situation, both the
case company and its customer are more interaesteow the other one is operation, increasing the
frequency of volume discussions. In addition to #srend phone calls, the manager meets with the
customer at least once a year but usually 2-4 tisngear. The meetings are mainly held at the
customer’s facilities but depending on the situgtihey are also kept at the case company as well.
Mostly this is if there are any issues that requoiat effort to solve, but can include issues Jike
introduction of totally new component, or startiaghew joint operation (such as EDI-system or,
composite orders), or just regular meeting wheité Iparties can bring up issues that they want to
discuss. The managers try to have meetings notwingn there is a problem to be solved but also
when everything is going fine. This is to show ttit customer is important and that there does not

come a connection between manager’s visit and gnaodl

3.3.2 Key Roles within Customer Organisation

In order to effectively manage the key accounts,nttanager has to be aware of all the parties who
actively take part in the buying process. In smalkganisations this is not that difficult as thare
several key persons who are easily identifiablewéicer in bigger industrial organisations the
identification process is much more complicatedhese are many players within the customer’s
organisation and their customers can also playctimearole in the decision processes as do the end
users. An additional problem arises from the faeat in many bigger organisations there is certain
fluctuation in the work force, which can quickly tdate the information that the key account
manager has. There are five main roles that have ttaken into consideration when identifying

those parties that have power in the decision-ngagincess.

First of all, there is thelecision-makers themselves. They are the ones who formally (asame
cases informally) decide which suppliers are useti &hich products are bought. They might be
the same person as the buyer who has the authomisat make the buying-decision but not
necessarilyBuyers set up the terms of purchase and are in chargieeoc$upplier selection before
the decider finalizes it. As neither one of thengiminot be aware of all the details concerned about

the supplier, the specifications of the productsuse of the producthe influencers give them



information on which product or supplier to chooBkey do not have to be internal experts but can
be external consultants or, for example, other artusts of the supplier who are asked for
recommendations or opinions. In many cases thaanflers pass their information datekeepers
who are in charge of distributing the informationthose parties they deem to need the information.
Gatekeepers might not have any real power ovedéugsions made but can indirectly affect the
process by deciding to whom the information is pdg®. Finally there ishe user of the product.
They are the ones who inform the other partieheirtneeds and have in-depth knowledge of the
product. The key account manager rarely interacecttly with them. Instead the users give their
feedback to buyers and/or gatekeepers who thentpassformation to key account manager. The
most difficult role for the key account managedtiscover is the influencer as they might be other
external players. Nevertheless the influencergslaeones that should be identified as they play a

big part in the decision making process. (Rosson2®@3, p. 183-189)

The reason why these roles should be identifiedhes different roles have also different
expectations from the product, supplier, the refathip and the key account manager. Whereas the
user is mainly interested in the product beingaiphe specifications given and that it does what it
is supposed to do and are not that interestedeinatationship between the their organisation and
that of the supplier’s. The deciders are interegtedny cost savings or unexpected costs that the
product might generate and general effect the sapphd its products have on the company.
Buyers expect that the selection process and itswfaup go smoothly and that there are not
unexpected problems. Buyers might favour one sappiWer another based on their reputation or
prestige. They are the ones who are most likegrasted in developing the relationship in order to
make the repurchase process as simplified as p@ssid that planned schedules are kept. Internal
influencers are interested in the relationshiptasight support their objectives and goals, on the
other hand external influencers most likely do certe about the relationship or not even aware of
it. In some cases, users require training offergdhle supplier in order to use the product. This
brings additional dimension to the after-sales gsscas well as possibility of offering additional
value services, although this is rarely the cas@dustrial markets such as the markets where the

case company belongs to. (Rossomme, 2003, p. 183-18

3.3.3 Bonds and Barriers

The key account manager also has to be able tgmemothe bonds that connect the supplier and
the customer. These bonds decrease the likelihbadthe customer stops using the supplier’s

services. The four different types of bonds araakcial bonds, Social bonds, Customization bonds,



and Structural bonds. Financial bonds are the mmstmon ones, as long-time customers receive
discount based on the length of the relationshigval$ as for the frequent usage. In a long-term
relationship the prices tend to become stable ag to not fluctuate so much and occasional
augmentation of price is balanced by the discognten to the long-term customers. Financial

bonds can also present themselves in form of arokentry or exit.

Barriers of entry prevent competitors from enteringp relationship with the customer while

barriers of exit help to keep the customer conmkdéte supplier. Furthermore, as the customer
already knows the company, they are more openifi@rent kinds of bundle deals or added-value
services. One of the main bonds in KAM itself ie #ocial bonds. Many customers have a long
relationship with the supplier and they will leammknow each other. This interpersonal knowledge
will help to formulate offers that are more attraetto that particular customer. Social bonds are
also more difficult to imitate, or to copy, giving strong competitive edge over competitors.
Personal connections can also serve as a way t@irsng the relationship through a rough patch,
as the customers are more likely to be sympathetioccurring problems, and in finding the

solution in cooperation.

Customization bonds are more technical bonds, inffeeach customer the possibility of having
tailor-made products or services. They are closelynected to social bonds, as the social bonds
enable the identification of need for custom sewidf the custom product is something that is
difficult to produce or has some intrinsic riskise tsupplier is more likely to produce such product
for a customer with whom they have a lasting refethip. Customized solutions often lead to
structural bonds; this is especially true in B-tavBere joint project require investments from both

parties.

Structural bonds are also the most long lasting) solid as cutting them is rarely profitable for
either party. Good examples are joint R&D projeatstching information systems (such as EDI),
and tools used to make custom products. The staldwnds are especially strong in industrial
markets, where the product development can be @ dmal arduous process. Furthermore as the
process takes a long time, the changing of suppireght be an expensive decision as they might
have invested in special tools for the supplier4githam, M. Bitner, 2003, 174-181)

As mentioned earlier, one of the main barriers xit & the high costs related to R&D and
launching of a component. These investment costpantly based on the work and effort allocated
to design the new component and partly based om#terial costs of creating the new tools with



which the component can be made. The customelsssdikely to consider other suppliers if they
have heavily invested in producing the componenthi case company. Furthermore, the case
company might have a long-term experience from yecody the component, so they have more

optimal manufacturing processes than potential l&ensp

Another barrier of entry is the close relationshigtween the key account managers and the
customers. The key account managers have beemsagigofor their account for over five years,
which gives them insight on the customers’ needs$ expectations as well as smoothens the
interaction as both parties are used to communigéiie each other. Same applies to the key
accounts as their responsible persons have alsagatérm experience of working with the case
company so they are more likely to favour the cammpany and be sympathetic in the times of
trouble. This could also be seen as a barrier tifydar competitors. However in field of industry
that the case company belongs to, there are nbithay competitors or potential customers. This
means that most of the competitors know each afbie well and the customers have done, or are
doing business with most of the competitors.

One of the major barriers of entry is that the congmts produced are highly customised and
difficult to produce. This reduces the amount afgpdial competitors as they lack the technology or
know-how required to manufacture the component.|§\imost of the B-category components are
relatively simple to produce, the more complex Aegary pieces encourage the customer to order

both categories from the same supplier.

3.4 Key Account Management Implementation Process

The KAM process begins with analysis of the chosestomers as well as the situation of the
supplier itself and its competitors. What are tlpecsal needs and existing solutions of the
customer? What are the competences and ways ofngook customer as well as the supplier? In
order to measure the effectiveness of the KAMgeaatfor success have to be defined. This part of
the process serves as an analytical tool that earséd to realize a plan for everyday management
of each of the key accounts with customisationtf@ir special needs and expectations (Zupanic,
2008, 325-326)



Table 1. Five dimensions of Key Account Managentgapanic, 2008, 325-326)

Strategy analyze Information the key account manager anthdrigeam should know Table 1
about their competitors and the key account.
realize The strategy how the company should sérwéey account shows the
Solutions analyze Special needs of the key account concertlingown range of five
products and services. different
The products and services that are delivered tokthe account .
dimension
currently
realize Customizing a solution (products, serviegs) that will be offered s of KAM

to the key account to add value and to realizehiwsen strategy on two

The degree to which innovations are developedadsectooperation

levels.

with the key account _
. S __ The first

People analyze Competencies that are necessary to realzaleliver the solutions
for the key account level 1S
The existing people being involved in the relatiipswith the key the
_ accou_nt a}nd their individual needs. analysis
realize Nomination of members and forming of theNKfeam

Management | analyze The current ways of working with the ac¢oun level

The current targets and leadership approacheseopélople being Where the

involved in the relationship with the key account current
realize Definition and realization of processes #ra necessary to serve the .
situation
key account
Coordination of interfaces and resources withindive company IS
Screening analyze Existing approaches to measure the suot&gSM activities investigat
Existing tools to support the KAM process ed and the
realize Measuring the KAM success by various deter o
Qafaniiardinn 'nnuwladna mananamaoant and ~arnaraminashacar ObJeCtlveS

for the second level are set. The realisation leselhere the objectives defined earlier are pid in

more down to earth terms and concrete suggesoogpsals and tools are created.

Strategy: There are three different levels oftegg that need to be taken into the consideration.
First is a specific strategy for the selected kegoants. Secondly there is the general KAM

strategy. They should be aligned with the gendralteyy of the company. There are also three
parties that have to be identified and analyze@yTdre: the supplier, customer and competitors that
are doing business with the key account. The deitstoategy should be formulated based on the

information on all three players and so that akéhlevels of strategy support each other.

Solutions: What separates key accounts from noao@bunts is that they receive special services,



often custom-made for them. Key account managetdihave a plan of consistent solutions to all
aspects of the relationship, from ordering, anaipg to support services. The chosen solutions
have to match to the chosen strategy for that adcand have added value for the customer. There

should be a plan for what kinds of solutions aferefl when problems occur.

People: No KAM-program exists without right persamsight positions. This dimension deals with
the skills that the KAM managers have, their peasalevelopment, career plans and other personal
factors. Most of the long time managers have aarsite network of people that they know, both

within the customer’s organisation and outside,ahiat have influence on relationship.

Management: What are we doing with the accounthat homent? What are the supportive
structures, and processes that assist in the KABIKe® on the strategy, people, and solutions,
suitable processes should be defined and appli¢d inbernally and externally. The internal

processes should strengthen the connections tleatkkeély account manager has with various
departments so that the information can flow smigadihd that the key account manager is aware

of what is happening.

Screening: No plan is good if you don’t know wheyuyare succeeding. It is important to define
how to measure the success of the KAM, as withoytmaetrics, it is near impossible to know if the
actions taken are working or not. Here is inclu@didthe tools that support the KAM. Finally
screening is about successful flow of informatilbis more of a result of KAM but nonetheless it is
required in order to manage the key accounts amdete the measuring tools (These dimensions
will be covered more in-depth in the chapter 6).

There are certain prerequisites for smooth implaatem of KAM. First of all, as the KAM will
lead into changes in the organisation, people migtit faith in its efficiency and see it as an
additional work burden instead of the benefits thatight provide unless the senior management
stands strongly behind the idea of KAM. The semimanagement’s participation shows to the
customer that they value both the customer andtdféworking with them. This in turn assists the
KAM application process. The senior management lshbe aware of the whole picture (both
function and marketwise). Senior managers shoudtedi to the people who are in charge is
everyday interaction with the customers in ordeprievent making decision that clash with reality.
Secondly, the focus has to be changed from intesopplier concerns into customer problem
solution. This means that there needs to be ansgtineoe of cooperation and willingness to meet
the customers’ needs as they rise. One of the paltqitfalls here is if the company is in leading



position. As the market leader they are more likelyassume that they are already sufficiently
customer-orientated and that planning of furtheraadements is useless. Thirdly the collaborative
culture assists in adopting an attitude of flexpilvhere changes are made into own systems in
order to better meet the needs of the custometinfisth & Wilson, 1999, 329-330)(Simkin, 2002,
14-16)

There are certain external factors that have ttaken into the consideration as well. First of all,
during these times of globalisation, the processas$ ways of doing thing might vary greatly
between various sites around the world. As in ex&se a certain policy has to be determined,
some sites are bound to be against the policy ssconflicting with the current site policy. The
nature of the markets also play a part in the imgeletation process as the planning has to be
flexible enough to quickly react to sudden changethe markets. Changes might come in various
forms, for example in cell phone industry the chengriginate from new technological invention,
in manufacturing industries the price fluctuati@fi®il and other raw materials, and from wars and
natural catastrophes in almost all industries. Miaeket positions might also be such that achieving
strong enough relationships with the customersdfigwlt or that the customer base is monopoly-
centric which greatly affects the positions of powsetween the supplier and the customer.
(Millman & Wilson, 1999, 329-330)(Simkin, 2002, 14)

When these requirements are more or less met adepr areas identified, and if possible solved,
the KAM process starts by identifying the suitatlstomers who might be eligible for key account
status. While this identification is more subjeetihan objective, it does contain both hard (profit

sales, etc) and soft (compatibility, fit, trust,nemitment) criteria. It is not enough that the sales
department is aware of the key accounts but thdendwlling company should be aware of the key
accounts as their participation is needed in tlodlpm solving. Interestingly, it might be better if

the customer is not informed about its speciaustass that might lead into abusing of the status in
form of bigger discounts or additional servicesefref charge. When the key accounts are
identified, the important parties within the buyiagganisation have to be defined as well. It is not
enough that the companies share product and tedhnformation but they have to form networks

between various departments in both organisatidhiiman & Wilson, 1999, 329-330)

There is little reason trying to meet the customexds if there is no capability to do so. In order
reason the deeper interaction between the pathesselling company has to have near perfect
products and great knowledge of technical capadsliind processes. These capabilities are needed
in order to effectively work together to find sobuts to occurring problems. The nature of the



problems can be used to estimate the stage whemrelttionship is KAM-wise. Product orientated
problems are more for early stages of KAM whereaxgss issues are more on the mid-KAM
stages. Finally shift in focus to facilitation leatb partnership/synergistic KAM. (Millman et al,
1999, 329-330)

3.5 Weaknesses of Key Account Management

As with all theories, there has been criticism tagakKAM and its practicality. Nigel Piercy and
Nikala Lane (2006) point out several issues thahtow have been mainly ignored in the theoretical
studies. They comment that the research done sthasrlacked long-term effect on strategic
decisions and impact on the relationship. The Eggeakness of KAM, they point out, is the fact
that most KAM plans are focused on developing tineent relationship towards partnership. This
usually is a positive development but, for exampte,industrial markets the customers are
becoming fewer and fewer with increased strengthamplexity. In this case it is more important
to focus on planning how to react and meet theeesd demands from the major customers.
Furthermore, companies often define the Key Accousilely based on their size as their
complexity and amount of sales requires more attentHowever this leaves out several possible
groups of potential key accounts, notably importB&D-partners, threshold companies to new
markets, and prestige customers.

Piercy and Lane also argue against the Pareto'sdtating that any company whose business is in
the situation that 20 percent of the customersgb8d percent of profits or revenue is a company
that has failed its business model. The reasonhisrover-exaggeration is that they have become
over-dependant on small amount of customers. Theg ho power over their few, large customers
but have to act out their demands which will leadl¢creased prices, and thus to decreased profits.
In cases like these, the situation is not suitétepartnership as one party more or less dictates
what the other party does, which does not realbmmte cooperation. Furthermore, if the most
powerful customers exercise their market powewilitlead to higher risks when interacting with
them. This in turn makes them less appealing thas powerful customers. In cases like these, it is
hard to find arguments, why to focus more on thghirisk, low-profit customers. The application
of KAM is expensive process so when combined wita tlecreased profits will make the big
accounts even less profitable and appealing. (eaag 2006)



The old proverb of riding a lion applies very welith companies who only have few, large

customers. They might be enjoying the ride and gaod, steady revenue, even big profits but they
cannot choose where the relationship is going aak o follow the customers and do their

bidding. If the customer uses its power over thegs; the supplier has to obey. For this reason,
companies should diversify their customer base antain alternatives for the major accounts in

order to decrease dependency as well as developong profitable relationships. The optimal case
would be that the once small customer flourishe® ibig, major customer. In essence the
attractiveness of KAM comes from its idea that witkkreased attention given to the customer,
hopefully, the customer will respond with increaseghlty and long-term strategic benefits. (Lane

et al, 2006)

This is also the reason why the case company hiasleepened their relationship with the key
accounts deeper. As the key accounts are all mapyers in the European markets, their
negotiation power is high. This leads to the faeit trelaying too much on the big customers, and
the turnover they generate, opens the case contpaaly sorts of trouble as the lesser accounts
could easily suffer as more and more attention didnd paid to the key accounts. The increased
attention might also hurt the key accounts proiiigbif the investments do not aid in generating

more revenue.

4. Analysing Key Accounts

Analysing key accounts consists of assessing thie bharacteristics of the key account along with
the relationship history (sales volumes, buyingdvetur, special needs, profitability), and the leve
of commitment to the relationship by both partikss also important to find out how well do the
supplier’s and customer’s goals for the relatiopstlign. If the goals are very different, it is hig
likely that the relationship will not develop anith more than a transactional relationship where
the customer buys and the supplier provides. Howeéuwaey goals align almost completely, it is
more than likely that the relationship will develogo beneficial solution for both parties. The
switching costs should also be assessed as in sases the switching costs might be so high that

the customer cannot change suppliers even if theayed to. (Ojasalo, 2000, 5-6)

One of the main factors when analysing any customet to mention a key account, is their

profitability. While calculating revenue generateyl each customer is relatively easy and simple,



profitability is much more difficult as costs ar#fidult to assign to each customer and often form
complex structures. The simple formula for thiSRevenue — Costs during a certain period”. The
problem occurs when the costs are defined as #&#ldcdhere are direct costs, indirect costs, fixed
cost, variable costs, etc. Many of these costsdéfieult to assign in proportion between the

customers. Furthermore, profitability fluctuatesmistantly. Companies that were profitable last year
might not be that profitable this year. That is wirgfitability has to be closely monitored at least
annually. This is reason why many companies stilbdsiness with their non-profitable customers.
Even if they are not profitable at the moment, neaytey will be next year. Another aspect of
profitability is that some customers generate benehat are (nearly) impossible to take into

consideration when calculating profitability, sues reputation, new markets or streamlined
production. (Farris, Bendle, Preifer& ReibsteinD80138-143)

4.1 Metrics for Account Analysis

Osman GOk, (2008) in his article “Linking accoumtrjiolio management to customer information:
Using customer satisfaction metrics for portfolimabysis” combines most of the current account
portfolio management theory into a CRM tool. Thelts based on three factors: Relationship

strength (RS) customer’s business potential (CBB)@ustomer satisfaction (CS).

Table 2 Variables used for measurement of relatipnstrength (RS) and Customer Business
Potential (Go6k, 2008, 4-6)

Relationship Strength Variable Weighting
Customer Share 0,20
Length of the relationship 0,15
Dollar value of purchases (last year) 0,15
Management distance (frequency of contact 0,10
Degree of cooperation 0,10
Customer’s Business Potential Variable ] Weighting
Competitor’s share of customer’s purchases 0,15
Dollar value of customer’s purchases 0,15
Growth rate of customer’s purchases (per year) 0,15
Customer’s capacity utilisation (unused capacity) ,100
Future capacity expansions (in volume terms) 0,10
Links with export markets (% exports of turnover) ,1@
Contribution margins (of products sold to customeé),10
Account prestige (reputation) 0,10




Sensitivity to price 0,10

Both RS and CBP variables are rated on 1-5 scaite V@5 is based on the CS surveys. The
weighting is subjective and should be formattedoetiog to the company’s strategies and

objectives. This is done in order to better evauhe situation. The first three variables of R& ar

gathered from marketing reports, while the otheesrated by the managers who are most familiar
with the customers. The CBP variables are basedntamnal sales data as well as external
information (such as industry statistics, annugbrées, and third-party organisations). (Gok, 2008,
4-6)
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Figure 3. Customer’s Relationship Strength—Satigfadviatrix (Gok, 2008, 5)

From Figure 3 we can see the four types of custerbased on the relationship strength and
satisfaction. The customers in quadrant 1 have ddrnelationship with the supplier but for some
reason or another are not satisfied. The likelihobishcreasing their market share is slim and more
likely they are looking for new supplier. In quadr® are the “worst” customers, those who are
most easily lost and who might not be that inte@sh developing the relationship further. They
are also the least suitable candidates for stdtlkeyoaccount. The customers in quadrant 3 are the
new customers. They are pleased with the suppliethere has not been enough time for a deeper
relationship to form. If they meet the suppliertarglards for key account status (such as turnover),

they are highly likely to become key accounts ia thiture as the relationship progresses. Finally,



in quadrant 4 are the stable customers. They aeyhaith the supplier and they have long history
of cooperation. These are the customers who are Ifkely already key accounts or at least have

some customized services. (Gok, 2008, 4-6)
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Figure 4. Customer’s Business Potential — Satisfad¥latrix (Gok, 2008, 5)

Figure 4 shows the relationship between custonersness potential and satisfaction. “Cogitate”
in Quadrant | refer to the state of the customethay have good potential but are not satisfigd, t
means that action must be taken in order to preenioss of the customer. Quadrant Il is the least
important customers. That is why it is marked “St@s the return on investment on this
relationship will be small or negative. The custosnen quadrant Il are the difficult ones to
manage, they are satisfied with the product but tfhetential is small. They are the challenging
accounts to manage as it will be difficult to detare whether to allocate more resources into them
to boost their potential, remain at status quohay tare satisfied or to reduce the investments as
they do not “earn” the current use of resourcesalfy in quadrant IV, “retouch”, are the customers
who are to be guarded as they are satisfied and besat potential. In industrial markets, these
customers become even more critical as all the etitops as well know their potential so they are
attractive to them as well. If the satisfactionvayr has shown any problem areas, they should be
fixed as soon as possible. They are most likelgaaly key accounts due their high potential and
satisfaction levels. (Gok, 2008, 4-6)
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Figure 5 Three-way model of Relationship Stren@itisiness Potential and Customer Satisfaction.

(Adaptation from Gok’s figures)

The Figure 5 shows the relationship between thé Ibamtrices. From the combined table it is
possible to identify the current situation with thestomer as well as to define suitable stratefgies
each individual customer. This information is usefbien planning which direction the relationship
should go and what kinds of investments are mdstlyito bring strong positive returns.
Furthermore, it should be kept in mind that KAM dast mean that the relationship has to be
formed at all costs but spending the amount ofuess that the relationship merits. In some cases,
this might even mean reducing investments if theeqital of the customer is limited and there are
no hidden benefits left unnoticed by the variahlesd. The satisfaction survey in relation to the
two other factors of the matrix will highlight theroblem areas in the relationships as well as

suggest actions for each customer. (Gok, 2008, 4-6



Table 3. Attractiveness of Customer (Burnett, 20(8:81) (companies A and B for illustrative purposealy)

Attractiveness of customer Customer A Customer B
Criteria Weighting Rating Weighted Rating  Weighted
(1-5) (0-4) Score (0-4) Score

Sales Potential 5 3 15 1 5
Current Sales volume 2 1 2 2 4
Growth of Demand 2 4 8 0 0
Profit Margin 4 3 12 1 4
Market Image 1 4 4 1 1
Long-term Supply 3 3 9 1 3
Exclusivity of Supply 2 2 4 3 6
Financial Strength 2 4 8 2 4
Technological Orientation 2 4 8 1 2
Logistics 2 3 6 2 4
Total 25 76 33

Table 4. Relationship Status with Customer (Bur@e@l, 79-81) Companies A and B for illustrativegmses only

Relationship Status with Customer Customer A Customer B
Criteria Weighting Rating  Weighted Rating  Weighted
(1-5) (0-4) Score (0-4) Score
Share of Customer’s Purchases 5 1 5 3 15
Relative Share/largest Competitor 3 1 3 4 12
Share Trend 2 1 2 3 6
Breadth of Contact Base 4 1 4 4 16
Age of Relationship
Price Competitiveness*

3 3
3 2
Quality Competitiveness* 2 2
Your Image (Brand) Strength* 1 2

2 4

o o Mo ©

4
3 9
2 4
3 3
3 6

Your Technical Strength

Total 25 76 33

* as perceived by the customer

Burnett (2001) suggests another way of measuriagtitrent relationship status, one that is more
aimed at the key accounts. The measuring tool stmef four stages (See tables 3. and 4. above).
In the first stage two lists of criteria are chasene for measuring customer attractiveness and the
other one to measure the current situation. Theoald not be more than ten criteria per list unless
the business is highly complex. In the second stegeh criterion on the lists is given a weight,
scaled accordingly to its importance. The weightshguld be done in groups in order to get as
many different viewpoints as possible. The scashguld be simple enough and done so that no

single criterion gets disproportionate rating coregao others. In the third stage, each customer is



given a rating in each of the criteria. In orderdtw this, each rating has to have a precise scaling
(such as sales volume criterion: 0= <10 000€ 1=6(TE, 2=<30 000€, 3=<40 000€, 4=>40 000€
per year). In the fourth step each rating is mlégwith the weighting to produce the score for

each customer in each of the criterions as welasotal score. (Burnett, 2001, 79-81)

Table 5. The Nine-cell customer strategy grid (Rt;2001, 82)
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The information gained from the two lists is thesed to create a nine-cell customer strategy grid
(see table 5). The horizontal axis shows the aahip status and the vertical axis shows the
attractiveness of the customer. The size of thergpbhows the potential of the customer and the
smaller segments of each sphere represent thentsihrare of the customer (Burnett here does not
really specify what he means by potential or hows #ized but it is likely that he is referringttee

total share of the customer at the given momeRBt)r{ett, 2001, 82-84).

There are couple of difference between Gok’s anch&tis analysis tools. The biggest difference is
the viewpoint. Burnett’s criteria are more objeetinumerical values, where concrete values are
relatively easy to give. GOk on the other hand usese subjective criteria such as information
sharing, trust and friendship. It is difficult tovg concrete values but they have great impachen t
nature and the strength of the relationship as #ugyvalue to the relationship that is difficult to
copy, imitate or regain if lost. Another differenisethe dimension of customer satisfaction, wheh i
an individual variable for Gok but is included ielationship strength criteria in Burnett’s tool in
form of customer’s perceived image of the supplgamething that is often covered in customer
satisfaction surveys). (Burnett, 2001, 79-84)(&(Q8)



The point that both Burnett and G6k agree upohesactions that need to be taken for each type of
customers. The four possible actions are Devel@giem, Maintain and Withdraw. Developing is
for those accounts with good potential but weaknfedium) relationship strength while Defend is
for those key accounts whose potential is limiteak. less potential customers, the two alternatives
are Maintaining and Withdrawing, depending on mataf the key account. (Burnett, 2001, 79-
84)(Gok, 2008)

5. Conducting the Research

5.1 Research Methodology

As the objective of this thesis is to see whatkég accounts of the case company are like, the
optimal research approach is the case study. T$eestady is a way of doing research involving the
empirical investigation of a particular phenomenanthe real life, using various sources of
evidence. The case study answers to “why”, “whatl ghow” questions. However the “what” and
“how” are more often connected to the way the neses carried out. Usually case studies include
gualitative data collection methods, such as inéevs, observation and questionnaires. Whereas the
case study might not be the optimal way of deduoieyy theories, it is good way of seeing how the
theories already created apply to certain realdi¥amples. Case studies can also serve as gateways
to new theoretical studies. In this thesis, thescdidye is to find out what the key accounts are lik
and how the relationship with them could be imprbvEhe objective of case studies might change
during the research as the acquired knowledge shimsvsituation in new light, which makes the

original objective irrelevant, obsolete or incotrdSaunders, Lewis, Thornhill, 2003, 93-97)

The research carried out is both cross-sectiondl langitudinal. The parts referring to the
development of the relationship include the salestofy and the overall development of the
relationship will be longitudinal but the main paftthe case study will be cross-sectional in order
to show what the current situation is with eacthefkey accounts. The cross-sectional study is also
strengthened by the fact that most of the inforamatiained during the research have come from
interviews, which are more focused on today thamtwias happened before. (Saunders, Lewis,
Thornhill, 2003, 93-97)



The main sources of information for this thesis evéne interviews with the staff of the case
company, observing their work and using the docuateEm available at the company’s intranet.

The interviews were semi-structured and the observavas participative observation.

In semi-structured interviews, the interviewer Ipagpared a list of questions or topics that they
want to cover during the interview. However, thesfions might vary between respondents, even if
they are performing a similar function within thengpany. The semi-structured interview also gives
adaptability to the interviewer as the respondsnikely to give answers that will lead into furthe
guestions and topic that might not have been cavieréhe original list of questions, prepared by
the interviewer. Usually data is recorded by hamndby using a tape recorder. Semi-structured
interview also gives the interviewer the abilitysioape the question battery into a form that i$ bes
suitable for the respondent. Semi-structured imnt@rvis less formal than a structured interview,
making the respondent more at ease as they alwndiarded with questions but can tell about the
topics in more narrative way. The biggest probleitn whe semi-structured interview is that all the
interviews are different so finding the common esumight be difficult. Furthermore, the
interviewer has to have good enough knowledge tm&aow which questions are important and
which of the respondents answers should be deleedat. (Saunders, Lewis, Thornhill, 2003, 245-
247)

Participant observation is a method of doing redearhere the researcher investigates the topic by
actively taking part in the environment. Good ex@mpould be a study about flow of information
within the organisation, where the researcher waigkdas a part of the organisation and doing the
same tasks as others while observing how everybodynunicates and with whom. The researcher
can observe either openly or covertly. The beradfidovert observation is that the observed are not
afflicted by the fact that they are observed. Hosvethis might cause problems later and has its
ethical issues as well. One way to reduce the gbs@ffect is to observe long enough so that the
observed become used to being observed. Furthermi@eobservation should be conducted on
different weekdays and months to reduce the pdisgibf time-related errors (think of observing
workers eating ice cream everyday during the sumvh@ndays but never any other day. If the
observer would visit only during the summer timed aan Mondays, they would get incorrect
impression on the ice cream consumption withindhganisation). (Saunders, Lewis, Thornhill,
2003, 221-237)



5.3 Research Process

The changes mentioned in the previous chapteriafls®nced research process. The original plan
was to analyse the key accounts in-depth in omegite recommendations for future actions as
well as to give more precise instructions. Howewngh the current world situation being what it is,

it was deemed to be wrong time for such researdhrastead the research should focus on how the

customer relationship is handled with the key aot®within the case company.

The major part of the information concerning theecaompany was gathered from the company
intraweb or by interviewing the sales managers @mstomer support staff as well as observing
their daily interaction with the customers. Theemtews gave access to explicit information about
the customers, about the processes involving themedl as the overview of the current situation.
The observations allow finding out tacit knowledagfecting the everyday interaction with the
customer. Often the people participating in thdydiaiteraction have done it for so long that they
easily “forget” some aspects of the work. They righow what they are doing but do not know
how to articulate to the interviewer or they coesid something that the interviewer might not be
interested in. By observing the processes and whgleing, the interviewer also knows better what
kind of questions to ask and what kind of recomna¢iods are welcome and which should be
forgotten as they do not suit to the case compamgesis or values. The method of observation for
this thesis is participative observation with tredes staff (excluding the key account managers
themselves due to their fully booked schedules #ed confidential information they handle

everyday).

The observations were carried out during summaerrantof 2008. Each observation lasted for one
week. The first observation week was in June, leefoe summer vacations for the staff begun. It
was ideal beginning for the observations as theameework load was less than it would have been
on more hectic time (such as autumn or winter).e Btaff had more time for questions and
explaining due to the lighter work load and theyaviess stressed. The second observation week
was during the holidays. The reason for the secontid of observation was to see how staff
prepares for the coming busy season and to impaodestrengthen the relationship between the
sales staff and I. It is important that there goad relationship between the observer and thelpeop
they are observing as then they can trust the ebsand share with them issues, information and
concerns that they might not share with everybodifre quieter time also gave a possibility of



asking questions concerning the observations sd li@rthird and fourth observation weeks were in
autumn (September and October). These were themtore important observation weeks as they
showed a more realistic image of the work thatghakes staff carries out as their work load was

closer to (or more than) average.

The two most important details about the obsermatiomes were that the times chosen would give
as good over-all image of the issues as possilis. Means that each observation lasted one week
in order to exclude the variance caused by diffeveark days (Mondays are usually more hectic
than Fridays and the staff’s attitude on Fridays weore cheerful than on Mondays). The other
factor was that the observation weeks were divietpaally between the busy season and the calmer
season to see how the work stress varies between th

The participatory observation makes it easier far bbserver to understand how the customer
relationship is managed. If only looking at someelse do it, there might be lapses in attentiveness
or lack of understand how or why something is déwtive doing makes it possible to familiarise
with the processes and policies as well as undwetstg of the under-laying influences and

influencers.

The interviews with the two key account managersewearried out during these observation
weeks. The first interviews were carried out durihg first observation week and they were more
general discussion about the case company andheyndb things in order to better understand the
environment where they act. Some of the interviesse more formal, with pre-planned questions
and outline of issues that needed to be covered,tf®e appendix for the outline while others were
more spontaneous interviews originating from theeobations. Due to the ex tempore interviews, it
is difficult to give the exact amount of them. Téavere no interviews during the summer vacation
observation week as the managers were surprisemghyigh, on a vacation. The interviews that
were carried out in September focused mainly ondttails that had surfaced during the summer
holiday observation. If there was a question thaitdid not know the answer straightaway, they

answered the question later (face to face or bylemien they had found out the answer.

The process of finding information about the casmmany started with observing how the key
account managers and the sales staff operate.adtgiiring broad enough viewpoint on the current

situation and how people react in various circumsga, the interviewing process was started. The



interviews focused first on the general level of MAwvithin the case company so see how the staff

relates to it and how they see things.

5.2 Validity and Reliability

Validity and reliability are the cornerstones ofestific research. Reliability means that the resul
received from the study can be repeated and teatgults are always the same. The results should
not be dependant on who does the observationhabthere is no or little connection between the
data and the conclusions. Validity means that ith@irigs match to what they were supposed to be.
In example if the study subject was the amountefdream eaten during summer, study focusing
on the amount of sunny days and drowned peoplaglihie summer time would be invalid as it
does not cover the ice cream eating. Furthermbezethas to be a causal effect between the two.
While there is a cause and effect relationship betwice cream eating and sunny days, and
between sunny days and drowning; there is no salgtionship between ice cream eating and
drowning. (Saunders, Lewis, Thornhill, 2003, 102110

The biggest challenge with the reliability and dal of this thesis is that the current situation
globally has changed dramatically. The economigalsgpects for most companies are going
downwards. This means that the buying behaviourttieakey accounts have had so far is likely to
change within the next half a year of so. How mitahill change is impossible to forecast as the

current situation could develop for better or wofSaunders, Lewis, Thornhill, 2003, 93-97)

Another factor affecting the reliability of the #gig is that the main information gathering methods
were interviews and observing. Both of these metharé highly sensitive to time they are carried
out. There can be sudden events during the obgamvdtat do not normally occur which will
distort the analysis of the observation. The atgtof the interviewee also has a big effect on the
answers they give, meaning that if they are lessss¢d and busy, they are able to give more in-
depth precise answers (which in turn help to foateuthe follow-up questions). (Saunders, Lewis,
Thornhill, 2003, 93-97)

Observing is also unreliable method in the way thet based on the issues that the observer sees
(or does). The observer is always at least somewitased as they have their viewpoints and
opinions. However the subject of this thesis ishsilat it does not have accurate right responses so

certain amount of subjectiveness is allowed. Funioee, KAM has lot to do with the persons who



are interacting so they are difficult to expressiimbers and figures. Such qualitative research has

certain amount of unreliability. (Saunders, Lewisprnhill, 2003, 93-97)

The results of this thesis are however valid (deast were at the moment they were done) as they

refer to the situation within the case company it application to other companies is difficult.

6. Analysis of the Key Account for the Case Company

6.1 Customer Alpha

The special services offered to the customer Alpblide EDI-based ordering as well as additional
orders based on schedules where the customer isfohan they will need the components at their
facilities. This is especially important as the arsing JIT manufacturing, meaning that if the
components are delivered late, their own sales bvdlllate as well. The schedules also act as a
checks and balances system as the EDI orders sovararked within the schedules so in case of
erroneous input in EDI, the schedules will inforirttee error and the incorrect order can easily be
removed. However, the monitoring between the EDkeos and schedule orders have to be done
manually which increases the risk of false ordessether they are extraneous orders or ones that
should have been sent but are not. The EDI orderde forecasted over half a year forward but the
schedules are two months forward and all orderd wlilivery date within one month are
considered locked and they should not be modifikis arrangement allows both the customer and
the case company to forecast what the demand famugacomponents will be in order to efficiently

plan the production.

In addition to EDI and schedule orders, there ¢ése ane time orders for urgent components. For
example in cases where components are broken austh@mer’s so they need replacements as soon
as possible. There are also composition orders evkiggre is certain composition of various
components that need to be delivered at the sange Tihe challenge with these orders is that if one
of the components is not ready, all the componerls wait for delivery. Usually there are
minimum order quantities for each of the componénisif they are ordered in compositions, the

restriction does not apply. The advantage of titesepositions is that they facilitate the delivedan



warehousing at the customer’s site. They will krtbat certain package includes all the necessary

components for particular final product.

Customer Alpha orders are almost completely B-aaiegomponents with only 6% A-category
component on average. The A-category pieces generativerage 14% of the revenue. The order
guantities decreased drastically in the seconddia2007 but have returned to the previous levels
since. There one of the main reasons for the lapsthe summer closure that the customer
traditionally has in July-August. However the rewernt generates has been decreasing since the 3rd
guarter of 2005 and did not rise until beginnin@008 and has now reached the level of 2005. This

shows that the components that they have ordenszlhainly been lower end of the price scale.

On the Burnett’s evaluation scale the Customer Alpas the rating of 82 in attractiveness and 93
in Relationship status, putting them into Defentkgary. This rating is not much of a surprise as
they are a long-time customer with the case compauaythey supply most of the components that
Alpha needs. That means that the current resoatt®sated into the relationship management are
on an appropriate level as the current share dbmes is high but the future potential is low so

there is little reason to invest more into the tieteship. However the key account manager has to
make sure that they stay updated with what is h@ppgewithin the Customer Alpha in case there

are new business opportunities that will improsgeaittractiveness.

6.2 Customer Beta

Customer Beta has similar customised services. Tdweyot have EDI system but they have
schedule based ordering system. The schedulesxackefor following three weeks with policy of
no changes into them. The following two months héwecasted amount that can be freely
modified. This three month period has a forecase&xh individual week. In addition to the weekly
forecast, there is the monthly forecast for thetretf a year. The three month forecast gives the
rough impression of when the components will bededeat the customer’s site. This information
improves the case company’s efficiency as theybsdter plan their production and deliveries. The
schedules are updated each week but the forecastsaally only updated in the beginning of the
month. The dates marked to the schedules areates that the components will be used by the
customer. This means that the components have tioebe by latest that day (in the case that they
do not have any pieces in stock).

In addition to schedules, the Customer Beta alsodomposite orders. The quantities needed are



marked on the schedules but they are ordered dinetmrdel in pre-defined groups. This means that
the schedules show the precise time when eacheatdmponents will be needed. This system is
slightly more confusing than the Customer Alphgistem as the dual upkeep on the composite
orders makes the forecasting of the demand mofieulif As various components are needed for
various composite orders, they are marked in diffeplaces in the schedules. But as the composite
orders are delivered in groups of ten or morejnbeszidual forecasts for the pieces can be difficul
Furthermore the delivery date for the compositiaghhdiffer almost a month for the date marked
on the schedule so the matching of schedule taigfmt order can be challenging. On the other
hand, the components that belong to composite rdannot be ordered individually, so their
precise weekly forecasts are not that importanttheamore, the schedules show how many pieces
they have already in stock and how many they argsimg from their orders. In the case of
composite orders, the stock numbers can be misigadi they implicate that they would have stock

which they do not have as the pieces are reseorguhfticular order.

They order almost 50/50 of both components, wiilghsl favour of A-category components.
However the A-category components generate over @0&te total revenue. When looking at the
long-term development of the orders, we can sektliey are a rising star as the order quantities
and turnover have both steadily increased withetteeption of % quarters. The reason for this that

the Customer Beta has little or no activities irgast so the lapse is not statistically relevant.

On the Burnett’s evaluation scale the Customer Batathe rating of 91 in the attractiveness and 70
in the relationship status, putting them into Depetategory. This means that more resources
should be invested in the relationship as therplesty of untapped business. The most of the
potential lies within the category B componentsas be seen from the development during last
couple of years. Customer Beta is the newest ®etlieree customers which has an effect on the
ratings as they have still plenty of untapped pidiut there has not been enough time for the

relationship to consolidate into strong connectika& with the other two customers.

6.3 Customer Delta

Customer Delta has similar solutions offered ascitomers A&B. The have multiple site across
Europe which have different combinations of sersiddost of the sites order their components by
regular faxes or emails (both category A and Beyltlo have composite orders. The structure of
the composite orders is not fixed but customer choose any combination of category B

components.



Customer Delta is a long-time customer with theecasmpany. Their relationship started over thee
decades which gives both companies keen insightamn the other party operates and expects.
They are in the top 5 companies in their field o$iness and have a preferred supplier contract with
the case company. This means that all A-categorypoments and almost all of B-category

components (over 90%) are supplied by the case aoynp

They have six main hubs in Europe, each one weir thwn solutions. Most of the sites order by

faxing or e-mailing the orders and each order mlgadividually. There are couple sites who order
also by using schedules and/or composite orders.cbmposite orders are all of the B-category
components and there are no existing fixed strastbut each composite is different (this is so that

their customer is free to order which ever combamathey want).

They do not have specific minimum order quantitigdike the previous two key accounts. Instead
there is certain coefficient used in the case afsually small orders with the exception of one site

that has fixed order quantities.

On the Burnett's scale the Delta has attractivenatsisg of 79 and relationship strength rating of
95. This means that they are quite similar to thghA, with lower attractiveness rating but high
relationship strength rating. They are a very ldimge customer with the case company, with
relationship extending over three decades. Thismsdaat the current business is strong but there is
not that much unused potential. Now the most ingudrthing is to defend the current share of the

customer while monitoring any possible changesotemtial.

7. Recommendations

The observations and the interviews showed thergkfevel of KAM is quite good, however as
always there are some areas of KAM that the casgany could improve. Not all improvement
areas are directly linked to the supplier-buyeatrehship yet they bring added value to the case
company and the customers, whether is by decread#tigery costs, optimising ordering or

smoothening the flow of communication.

The organisational structure of the key accountsommplex by default as they are the biggest

customers. In smaller companies, there might bepomehase manager who takes care of all the



communication but with bigger customers, it is nat simple. There are various purchase
managers, quality managers, R&D-staff, financialnitays etc. There is also certain degree of
fluctuation within the customer organisations (adlwas within the case company). That is why, it
is difficult to always have the up to date contadbrmation for all the relevant people in the
customer organisation. Furthermore, there are sdgste changes in the case company organisation
where members of sales staff change (or temporalky care of each others accounts) and the new
member might not be aware of who does what in #yedccount organisation. That is why it would
be good if there were an information factsheet wltlihe relevant information. The fact sheet itsel
would be a document of several pages, dependinth@rcustomer with only the most primary

information.

The information stored within this factsheet wolle the contact information of all the major
contacts within the customer organisation (nameiscipasing managers, quality control, finance,
R&D, logistics), the size of the customer, theioguct range (that is, what their final products are
called), and presentation of the components incdudeeach model. Finally there would be the
practical guidelines for each of the customers. ¥\pecialities they have (EDI, Schedules, order
processing procedures), what are the current R&jepts, and other major information that needs
to be known when interacting with the customer lgsas communication issues due to lack of
common language, thus needing an interpreter)iffbanation could be segmented so that if there
is some information that is more discreet, it cooddshielded from unauthorised viewers (such as

the detailed financial information)

The benefits of such factsheet of each custometdnuoel that it serves as information storage for
the multitudes of contact within one customer orgaion. Some of the contacts are less frequent
(like the financing department, which would only bentacted in case of problems with the
invoicing). Furthermore, the active address bodaklifates the training of temporary workers or
when colleagues substitute each other as it wauoigle to look up the contacts for the factsheet.
That is the reason for the guidelines for eacthefdustomers as many of the customers have some
particularities that have to taken into accountlerprocessing their orders, whether is it a chafge
address or delivery terms or putting specific paiaun note for certain products. This is especially
true with the key accounts analysed within thisih@s all of them have composite orders which
have to be processed differently than regular arded the procedure is little bit different for eac

of the customers.



The details concerning the customer’s product raegeart of the factsheet as then all different
departments within the case company can betterrstaohel the whole picture of the components
manufactured for that customer. If would also m#ieecommunication between the customer and
the case company easier as they would refer teahgcular product and all the staff in the case
company would know which is the component in questiThe current situation is that there are
three different codes for each of the componenis;for the customer, one for the case company;
and one used during the production. The use betteeigase company code and the production
code is of course smooth and without hassles butnwinteracting with the customer who
understandably uses their code, makes the comntiamiddtle bit more difficult. Furthermore, the
brief description of the final product will helpeltshop floor as well as then they have better idea
what the component does in the final product andl the component should be like.

As mentioned earlier, the customer B uses bothdidbee and composite orders. There is one
problem area. The same components are forecastbd sthedules that are sent only in composite
orders. This creates the problem that the piecesfaecasted individually but produced and
delivered in certain mixes. The deduction of thewposite orders from the schedules is difficult or
nearly impossible. Because of this problem, it rigé easier for both parties if the orders would
arrive through EDI. There the customer could masilg forecast the demand in a way the case
company would know which composites are neededndreh. That knowledge would enable more
streamlined production planning with less last nenadaptations. This in turns leads to greater
customer satisfaction as the possibility of latBveees is even less than it currently is. Curhent
the composite orders are in a form that the custamses internally, which is not the optimal
information package for the case company as itilf@smation that the case company does not

need while lacking specific information concernthg composite structure.

Another problem area with the schedules is therelmmncy between the schedules and the EDI for
Customer Alpha. The orders are first input to tys&team by EDI. They might be looking forward for

a half-a-year or so whereas the schedules look fmnlgouple of months. Occasionally there are

EDI orders which are not on the schedules or versa: This miscommunication can cause some

orders to be forgotten while there might be extoarseorders that the customer does not need.

Third area for improvement is not directly aimedtla customer but they will benefit from it as

well. It is the optimisation of the deliveries, jparticular the packaging sizes. Currently there are



three (possibly) different packaging sizes: Thekpgg size in the factory system, the real-life
packaging size, and the minimum order quantity.sideere are two different conflicts. First
conflict is that some components are packed so ttiexe are many less (or more) pieces per
package. This in turn directly affects the profilip of the component as the cost calculationsetak
into account the optimal packaging size, then wthercomponents are actually delivered in smaller
packages, their cost per piece increases. It alcesthe order processing more difficult as the
package size does not match. When the order i;yfmuthe system, the sales person might contact
the customer to see if the order size could be fieadso it matches better with the packaging size.
However if the information relating to the packagsize in the system does not match with reality,
the discussion becomes irrelevant or even a prolffemexample, if there is room for more one

more crate within the container but the order takesore than one crate, there will be extra pieces

Another conflict is between the real packaging sire the minimum component order quantity.
This minimum order size can vary from 5 to 105 pg&dt is agreed usually when the bid for the
component is made. However, the optimal packagme should be taken more into consideration.
If the minimum order quantity is 20 pieces but gaekage only fits 17 pieces. It is more profitable
for both parties if the minimum quantity is agréede a multiple of packaging. This would usually
be one package but in some cases several packagesroa container load. The downside of this
arrangement is that the customer’s desired ordantgqy might be less than one package or

between.

The composite orders are a great added value docubtomers as they can store all to components
for one product in one package. However if therdrsken components the whole package is
useless until the broken component is resent. iEhahy there should be some kind of safety stock
practice between the case company and the key mtscolihe stock could be either at the
customer’s facilities if they have the requiredrage space or then at the case company. Not all
components that possibly belong to the composdersrshould be included in the safety stock, but
just the selected components that belong to as roamypositions as possible. This way if there
would be broken components within the delivery, #hestomer’s production would not be
disturbed.

This thesis had two main objectives. The first otiye was to delve into the current theory

concerning the key account management and hightlghtmost important theories. The second



objective was to offer practical suggestions to tlase company concerning their key account
management. The theory presented in the thesissstimt the key account management has been
in the focus for researchers during the previowss/and there has been good progress. However it
is also clear that there are still many areas estigate more deeply. One of the most challenging
areas is the longitudinal study of the companiegkvhave used KAM for more than 5 years as
there did not seem to be much of such theory. iBhmsost likely due to the fact that the whole field

is rather young and not so many companies haviegtar apply it yet.

The empirical part of the thesis illustrates hoe Key accounts are managed on the daily basis as
well as giving practical recommendations how itlddoe improved. The next challenge would be
to see how the recommendations could be best pupnactise and which of them vyield concrete

benefits

The biggest challenges for this thesis were inetheirical part. The key accounts are in the core of
any company’s business and trying to understanu #ored how they are managed in a quite limited
time is difficult. While this thesis does give gooderall impression, there are still many smaller
areas where more in-depth investigation could beedélowever, this would have delayed the

process too much.



Bibliography

Burnett K. 2002, The Handbook of Key Customer Retethip Management, London: Pearson
Education Limited

Farris P., Bendle N., Pfeifer P. & Reibstein D.,080 Marketing Metrics: 50+ Metrics Every
Executive Should Master, New Jersey: Pearson Eidunchrc.

Ford D., 1997, Understanding Business Markets, ban#éiarcourt Brace &Company
Gronroos C., 2000, Service Management and Markeingland: John Wiley and Sons Ltd

Gummesson E., 1999, Total Relationship Marketingin4Ps to 30Rs, Woburn: Butterworth-
Heineman

Gok, 2008 O., Linking Account Portfolio ManagemémtCustomer Information: Using Customer
Satisfaction Metrics for Portfolio Analysis, Inddat Marketing Management, XxX, XXX-
xxx)[during the writing of this Thesis, the preci@ume and page number was not known]

Millman T. 1997, Advances in Relationship Marketirgglited by Adrian Payne, London: Kogan
Page, 138-140,

Millman T. 1995, From Key Account Selling to Key daunt Management, Journal of Marketing
Practice: Applied Marketing Science, Vol.1, No.377

Millman T. & Wilson K., 1999, p. Processual issuekey account management: underpinning the
customer-facing organisation, Journal of Businebs#ustrial Marketing, Vol. 14 NO. 4, 358-337

Natti, Halinen & Hanttu, 2006, Customer Knowledgansder and Key Account Management, in
Professional Service Organisations, Internationakdal of Service Industry Management Vol. 14
No. 4, 306-307,309

Ojasalo J., 2000, Key Account Management and QualitBusiness-to-Business Relationships,
Swedish School of Economics and Business Administra

Ojasalo J. 2001, 199-218

Pardo C., 1999, Key Account Management in the Bassifio-business Field: A French Overview,
The Journal of Business & Industrial Marketing, \b4 Iss. 4, 276-297

Peck M., 1997, Integrated Account Management: Howmsiress-to-business marketers maximize
customer loyalty and profitability, New York: AMAQ®

Piercy N. & Lane N., 2006, The Underlying Vulneldlas in Key Account Management Strategies,
European Management Journal, Vol. 24 Iss. 2/3, 1161 -

Rossomme, 2003, Customer Satisfaction Measuremend iBusiness-to-Business Context a
Conceptual Framework, Journal of Business & Indaistarketing, Vol. 18 NO. 2, 183-189

Saunders M., Lewis P., Thornhill A., Research Mdthéor Business Students, England: Pearson
Education Limited

Sharma A., 2006, Success Factors in Key Accouatsnal of Business& Marketing 21/3, 141-150

Simkin L., 2002, Barriers impeding effective implemation of marketing plans- a training agenda,
Journal of Business & Industrial Marketing, Vol. 1é.1

Vitale R.& Giglierano R., 2002, Business to Busm&4arketing, Analysis& Practice in a Dynamic
Environment, Ohio: South-Western

Zupanic D., 2008, Towards an Integrated Framewbiey Account Management, Journal of
Business and Industrial Marketing, Vol. 23/5,



APPENDIX 1

OUTLINE FOR THE INTERVIEWS

First interview:

Presentation of the case company
Structure of the Sales Department
Current environment for the case company
Definition of key account in the case company
Brief presentation of each of the key accounts (KA)
o Duration of the relationship
0 KAs market share
o0 Share of KA's wallet (for category A and categorgd@nponents)
o Demographical information (size, location(s), tureq etc...)

Second interview

Change of perspective due to new circumstances
Main problem areas with each of the KA

Special solutions offered to KAs

Quality management

Third interview

Development with the case companies during lagplecof years
Communication with the KAs (emails, visits, tradé$)
Analysis of each of the KAs

Buying Behaviour

Fourth interview

Future of the KAs

R&D projects with the KAs

Recommendations for the KAM

Objectives for the relationship between the KAs Hredcase company



