Mini cases: exploring your approaches
Demanding customers (i)
1. Diversification dilemma
Smith and Jones Systems PLC (S&J) provided a ‘turnkey’ information systems solution for a major Government department five years ago, which they continue to support. Relationships between the Board of S&J and the senior civil servants in the department are very positive. However, the key account manager absorbs most of the stress inherent in the business relationship. He has had to mediate in disagreements between S&J and government technical staff on a few occasions when the system has not met user expectations. In addition, the system now needs a major upgrade, which has been delayed because of budget constraints. The perceptions of users are that the S&J system is creaking at the seams and S&J are not responding to their needs to squeeze more out of it.

The Government has now decided that it wants to contract out all the IS operations of this department, which will mean any bidder taking on all the civil service technical staff in the unit, as well as being given the challenge of upgrading the system and keeping it up to date. The opportunity will be advertised in the European Journal and subject to all the usual public sector tender approval procedures, designed to ensure fairness and objectivity. 

As an existing supplier, Smith and Jones Systems PLC are invited by the senior civil servants in the department to a meeting, to be informed of the new situation (the grapevine had already got to the key account manager). The meeting involves the Managing Director and the key account manager from S&J, and, from the customer, the head of department and head of IT, (the latter will probably be transferred to the employment of whoever wins the bid). Officially, the department staff are only one small part of the decision-making procedure for the new contract, but they can influence the brief. Meanwhile, S&J have concerns about whether it is strategically appropriate for them to bid for an ‘outsourcing’ contract, and whether they can compete with the two big players in public sector outsourcing. However, they do not really want to lose this flagship customer.

Discussion questions

· How should they conduct the meeting?
· What should they decide to do as a result of it?
· What do you think they decided to do?
******
2. Plunging into the unknown

You are the Managing Director of a medium-ranking US advertising agency. Your relationship with a fast food chain that grew from being a kiosk in a poor town in Virginia to being a national flagship is a famous case study in what supplier-customer partnership should be.

You are playing golf with Ol’ Joe Dollopin, the founder of 24hrBreakfasts, when he says he has made the decision to go into South America and Europe, and can you provide advertising services for their pilot stores in Argentina and Holland. You have no idea, and you have no idea if any of your colleagues have any idea.

Ol’ Joe says he can see you need some time to come back to him with a proposal. He would be really sorry to lose you and have to go to a bigger agency that is already established worldwide, so he hopes you can do the business. The truth is, without the 24hrBreakfasts account, your agency will probably become a takeover target. 

You discuss the matter with the other four directors who agree to come forward with well-reasoned arguments to support their proposals for the way forward. 

Two directors argue for going global with 24hrBreakfasts because:

· It makes the company competitive with the big boys

· 24hrBreakfasts will provide some security

· Alliances can be formed with local agencies that want some exposure to the US market

· It is a big growth opportunity

· Profit will follow, eventually

Two directors argue for selling up to an existing global player because:

· The market has already got as many global advertising agencies as it can support

· You can use the growth of the 24hrBreakfasts account as leverage in the negotiations

· Each director can take a wad of money from it and start rediscovering leisure time

· It is easier to do

Discussion question

· You have the casting vote. What do you decide, why?
******

3. Going global

XYZ Global have announced to the world their plans to reduce their lines to a few global brands and to reduce their supplier base from 500,000 to 50,000. All existing suppliers have to bid for the global business. ION Services will no longer be able to serve XYZ separately in the UK, Belgium, Brazil and the USA. ION has no problem in demonstrating a presence in all the countries in which XYZ operates, but whether they can offer a consistent standard of service globally is quite another matter. 

ION has to be a front-runner for XYZ's property services; they already have a majority share by being their supplier in four out of the 20 countries in which they have major plants. Most of the competitors do not have offices in other countries, just alliances with other independents.

XYZ have given their potential suppliers three years to build up to the global bid. ION has to win. The company might not stand the shock of losing a key account in four countries at once. Apart from that, it is obvious that achieving the global co-ordination required by XYZ will stand them in good stead for winning business with other global companies.

Discussion question
· What sort of plan do ION's strategists start to put into place?

Discussion thoughts

1. Diversification dilemma
S&J have clearly had problems integrating their operations with the customer’s, and have not developed the network of contacts seen at the mid-KAM stage. Consequently, they are starting at a disadvantage. Nevertheless, at the meeting, both representatives from Smith and Jones Systems PLC should show real enthusiasm for the proposal and should act as if they were extremely keen to proceed with this outsourcing opportunity, and put the relationship on a new footing. 
The objective should be to collect as much information as possible about overheads, including salaries, terms and conditions, and details of all fixed and variable costs. Crucial to any potential bid will be a deep understanding of all the tasks undertaken by the customer’s information systems department. The purpose of this is to establish whether there is likely to be sufficient margin in such a contract to warrant starting what will, in effect, be a new business venture. 

Having done these calculations, the company should decide how it is going to respond to the trend towards out-sourcing of information systems work. There are three options:

· ignore it, and continue to be a software house

· form alliances with outsourcing specialists

· diversify into outsourcing 

In order to be an outsourcing company or even an alliance partner of one, S&J would have to invest a great deal in relationship building and understanding how to manage in different company cultures. 
In the event, even the ‘one-off’ opportunity was considered to be such a radical departure from S&J’s core business that they decided to forego the opportunity. They worked with the large consultancy that won the bid, and were eventually taken over by them.
2. Plunging into the unknown
Taking a plunge into unknown territory on the basis of the requirements of only one customer is very high-risk. The rewards could also be very high, but it would require very strong motivation plus bought-in expertise to realize them. It seems that not all your team are very highly motivated. It may be more appropriate for you to seek a sympathetic global player to take your company over. The potential of the Dollopin’ account will ensure a good price, and you and your colleagues could either take early retirement or pursue a career in the new company.
3. Going global
This is a problem faced by most global suppliers today, as more and more of their global customers seek to reduce the complexity of decentralized, multi-supplier contracts.

Fortunately, ION has all the pieces already in place. What ION must do is call a meeting of subsidiary principals and relevant headquarters personnel to deliver a strategy for global key account management, as many of their potential problems will stem from ethnocentric attitudes in the subsidiaries. The authors ran such a conference for a decentralized, country-based supplier of services, using a business game to test out the decisions that would be made by delegates in respect of a hypothetical global key account. The results were surprising to all and hammered home to all the need to subjugate local interests to the good of the global account. More importantly, it changed attitudes and paved the way for constructive teamwork across national organizations to support global customers.

ION has to address the following challenges:

· process excellence

· cross-cultural management

· thorough and effective communications, internally and externally

· attention to detail over a huge scope of work

ensuring the whole team can see the whole picture (there may be hundreds of people devoted to a key account worldwide)
These KAM mini cases are based on real situations, but the names and some of the circumstances have been changed, so any similarity with existing companies or people is entirely accidental and unintended.


Use mini cases to talk through how you, your team and your company would/should react in such situations, to learn and align your approaches with colleagues before you find yourself in a similar position. Try role-playing the characters, and don’t forget to consider how your customer might react. 


The discussion thoughts are not ‘the answer’ – you may or may not agree, but you can use them to compare with and develop your own thinking.
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First published in ‘Key customers: How to manage them profitably’.











20
53

