Mini cases: exploring your approaches

Managing key customers 

1. Relationship recovery
You are the key account manager for customer XAN. XAN have ordered 100 per cent of their requirement of an essential raw material (Zippo) from your company (SZM) for some years. The business is moderately attractive to SZM. XAN’s enthusiasm for SZM is, unfortunately, taken for granted. 

XAN has recently taken over QES. The Purchasing Manager of XAN has discovered that one of your colleagues has been giving QES a lower price than he has been getting. You try to retrieve the situation, but the Financial Director of your company blocks the lower price and compensation package that you propose. The Purchasing Manager of XAN, who is now the Chief Executive of the merged group, punishes you by giving 20 per cent of the business for Zippo to your main competitor (BLK). He has also told you that he has discovered that BLK have a new product that he wants to pilot. 

Despite everything, communications with the ex-Purchasing Manager (now Chief Executive) are still cordial. The new Purchasing Manager is more sceptical. You are determined to rescue the situation. 

Discussion question
· What steps should you take to re-establish the company as a ‘partnership’ supplier to the XAN/QES Group?
******

2. Unfulfilled promise

RDT is a glamorous brand name in fast food catering, and is regarded by your company (UYT) as a key account. It has a high profile and commands management attention. The company has bought some of its equipment from you in some European markets, but at very low prices. The promise to open the door for global supply has never been fulfilled. 

You have just found out that RDT is losing market leadership and is planning to close hundreds of branches worldwide. The expected announcement is causing panic in the industry, and a trade journalist tells you that she expects all companies to be running around looking for lower grade equipment.

Discussion question
· You are the key account manager for RDT. How do you respond?

******

3. Healing wounds
Winston James is the Technical Manager for HighRisk Products Limited. The company has just installed new processes and received training from ProcessMaster PLC. While the new processes are still running parallel with the old, something goes terribly wrong with them. The operatives claim that they have been following ProcessMaster instructions to the letter.

The failure attracts top management attention. Winston calls in the consultant who delivered the training, who, in front of the Human Resources Director, accuses the operatives of sabotaging the new processes because of their resistance to change. Winston, fuming, asks her to leave the premises and declares that the Purchasing Director will have to sort out some compensation with the key account manager, while he concentrates on making sure that the customers of HighRisk Products get what they have ordered using the old processes. However, Winston is worried that the Human Resources Director might just have seen some justification for the accusation of resistance to change. 

A large post-mortem meeting is called, involving all interested parties from HighRisk and ProcessMaster. Meanwhile, Winston works all the hours he can to keep products flowing to customers while also finding out more about the failure of the new processes. He concludes that there had been flaws in the delivery of the training, but it also seems to be the case that one or two ‘opinion leaders’ on the shop floor have been fomenting discontent.

Winston knows that, whatever the outcome of the meeting with ProcessMaster, he has a huge problem on his hands restoring the morale and motivation of the workforce, but it is one that he feels very unwilling to admit to anyone else.

Discussion question

· What happens at the meeting?
Discussion thoughts
1. Relationship recovery
First, the key account manager, together with the key account team, should review the positioning of the account in the Relational Development Model and consider the high risk of disintegration. The candidate should identify ‘breach of trust’ and ‘complacency’ as reasons for disintegration. They should also identify that there were aspects of ‘delusion’ about the relationship – the strategic intent of seller and buyer were not aligned. XAN thought they had a partnership, but the breach of trust on price and the attitude of the Financial Director indicates that, corporately, SZM was not managing the account as an ‘interdependent’ partner.

Second, the key account manager must re-examine the positioning of XAN/QES in the customer portfolio analysis. The indications are that the attractiveness of XAN and QES together is greater than XAN alone. Unfortunately, the customer’s perceptions of SZM versus the competition have deteriorated, and investment will be required to restore their confidence. So, the candidate might describe the movement of the account from the ‘maintain’ box to ‘selectively invest’.

Third, if communications are still cordial, the customer will probably be willing to explain what they want SZM to do. The key account manager must prepare a strong case for the SZM Chief Executive to meet the XAN/QES Chief Executive to hear his views. If SZM is committed to key account management and XAN/QES is strategic to them, the Chief Executive must put his commitment behind a joint strategic plan to jointly innovate and add value in the supply chain.

A reconfiguration of the value that SZM is delivering to XAN/QES to get away from directly comparable prices could be worthwhile: e.g. managing stock for the customer, managing the use of the product in the customer’s processes, reducing the quantity needed by improving quality, etc. 

2. Unfulfilled promise

RDT’s intentions towards UYT are ‘basic’, since they promised wider scope in return for lower prices and never delivered. Therefore RDT ought to be managed in a tactical way. Its elevation to ‘key account’ has more to do with status than profit potential.

The key account manager would check any rumour about his or her account. He or she would usually check with the customer if the relationship is strong, but in this case, checking with industry sources might be more successful. Attention should then turn to the customer portfolio matrix. RDT’s position should be re-assessed on the basis of a decline in status and volume potential. The account is clearly less attractive than originally thought. The key account manager should be proposing a ‘demotion’ of the account to ‘maintain’ or ‘manage for cash’. You should present the arguments you would use to justify that to the Board of UYT and members of the key account team.

In addition, you should consider where new business is going to come to replace the RDT volume. You might propose lower grade products that seem to be attracting attention, or suggest going up-market to avoid price competition.

3. Healing wounds
What DOES NOT happen is the trainer repeating her accusations, and there is no ‘banging of the table’ which will ensure ProcessMaster is blacklisted forever more…

What does happen-

The key account manager of ProcessMaster has to be empowered to offer compensation and training alternatives. He needs to secure the opportunity to talk to the HighRisk workers to find out what their problems are, and to try to arrange more training for them. He can probably second-guess Winston’s anxiety, and he needs to ensure that technical expertise is available to him full-time to offer support and make sure that he comes up smelling of roses!

The Board of HighRisk Products know that they need the new processes and are unlikely to chuck ProcessMaster off-site, unless they are offensive. If they demonstrate appropriate humility and a genuine desire to put things right, they are likely to be given the chance to do so.

Ironically, it is often in the context of putting problems right that stronger relationships can be forged between suppliers and customers. Problem accounts have been transformed into reference accounts!

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.


Author: Dr Beth Rogers


First published in ‘Key customers: How to manage them profitably’.
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