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Foreword


Anything from Grant Stewart is bound to be of high quality, given his background, experience and wisdom. So it is of no surprise to me that this little book is a real gem, which you should read, use and keep handy for continuous reference.


The days have long gone when a traditional sales approach was sufficient for major accounts. Given the electronic availability of data, companies know instantly, for example, what products are available to them worldwide and at what price, so the most likely source of differential advantage will come from in depth supplier relationships that enable them to avoid costs, reduce costs, or add value in some way. The only way this can be done by a supplier is by knowing as much, if not more, about the customers’ business than they know about their own. Only then does a supplier have achance of developing a relationship, which will not only help the customer to avoid disadvantage (let’s be clear that any supplier can do this), but to create advantage for the customer.


If you follow the straightforward guidelines in this book, your company’s future is assured.


Professor Malcolm McDonald


Former Professor of Marketing and Deputy Director


Cranfield University School of Management




Introduction


Key account management is increasingly important and must keep pace with its customers as they continually develop and evolve, often resulting in increasingly sophisticated buying structures. The key account manager therefore requires a wide variety of skills in order to be successful; this is not only an important job role in its own right, it is often a stepping stone to career development, leading to more senior management jobs.


On Sunday the key account manager is encouraged to Know your customer as success depends on a relationship that is both rewarding and valuable. A thorough understanding of the customer is dependent on information gathered; the vital element to a strong position is the possession of knowledge.


Monday is the day to Analyse your growth opportunities. The competitiveness of the company must be appraised to enable the identification of sales growth opportunities and all major accounts should be compared in appeal and position to give an indication of the strategy to be adopted for customers.


Tuesday is the day to Measure profits by account. The key account manager is shown how to measure the profitability of major customers and to draw up league tables to enable profit improvement strategies. Less profitable customers need to be made more profitable and efforts made to grow sales with those whose profitability is higher; the customers who produce the majority of the sales are often not the same ones who produce the majority of the profit as they can make demands which reduce the supplier’s margin.


On Wednesday the key account manager must Plan for success, building on the analysis of growth opportunities and profit measurement already considered, to result in a best judgement final plan. This plan can be used in management control, as well as to benchmark and report on performance, facilitated by a sales plan checklist.


On Thursday the key account manager is taught to Negotiate to win-win; success relies on understanding the difference between negotiation and selling and being able to conduct negotiations to produce a win-win situation in which the objectives of both sides are considered. The core principles of negotiation must be learned and there is great skill involved in managing the high pressure situation that is brought about by the significant costs and values to be considered.


The key account manager looks at Control activity levels on Friday and the monitoring of standards of performance to enable the presentation of plans and progress, allowing the measurement of success against these plans. Information management is crucial to the control cycle and the absolute success measures are the objectives covering the quantifiable goals. If standards are not being achieved, this must be diagnosed and corrected.


Finally, on Saturday the key account manager is reminded to Manage relationships with an introduction to the Relationship Model which describes how business with a customer changes as it moves from a transactional or short-term sales achievement, to collaboration with long-term customer value and retention.
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A successful key account manager depends on a relationship with their customer that is both rewarding and valuable. The way to achieve this relationship is explained in the following section, with emphasis placed on the importance of information gathering, to enable a thorough understanding of the customer, their business and the buying processes involved. Five categories of required information are detailed, with suggestions of pro forma given for data capture, explanations of how the information may be used, its importance and examples of practical applications. Having ascertained the facts about their customer, the key account manager is guided through learning about their policies, markets, financial performance and buying processes. The concept of a decision making unit is introduced with an explanation of the subjective and objective influences to which buying decisions made by the customer are submitted, emphasizing that the buyer does not work alone. Throughout the process, the key account manager is shown that the vital element to a strong position is the knowledge they possess. This knowledge will allow the building and maintenance of a positive relationship with the customer and the avoidance of errors which may prove costly to the business.





Information requirements


The key account manager needs to collect customer information in five categories:


Information categories


  1  Customer facts


  2  Customer policies


  3  Customer markets and our business


  4  Customer financial performance


  5  Customer buying processes


Customer facts


•  Locations of customer’s head office, regional offices, factories, warehouses, etc.


•  Names of parent company, subsidiaries and affiliates


•  Number and type of outlets (if applicable)


•  Planned changes to locations


•  Last three years’ sales turnover and profits


This information will be laid out as a pro forma with space to revise any changes of information. Accuracy of information is essential and the pro forma needs to be tailored to the specific industry in which the key account manager is operating.


For example, a key account manager selling to customers in a retail distribution business will have extra sections on areas such as:


•  Square metres of space


•  Average sales per square metre


•  Average sales per outlet


•  Break down of outlets by type and size, e.g. customer’s standard outlet grading system


Alternatively, a key account manager for a computer manufacturer may collect information by end customer type, for instance, offices, retailers, manufacturers, distribution companies, service companies, etc.


Customer policies


•  Customer’s policy on access to customer sites and outlets


•  Customer’s policy on promotional and marketing support from suppliers


•  Customer’s policy on promotional materials allowed


•  Customer’s policy on entertaining and social events


•  Customer’s policy on pricing and discounts


The aim of collecting this type of information is to ensure that all of the key account manager’s behaviours fit in with the customer’s policies, thus avoiding costly mistakes.


For example, many customers are increasingly concerned about the influences on their buying departments created by suppliers’ entertainment and gift policies. A key account manager who does not understand the customer’s policy in this area, may ruin the relationship completely by ignoring strict guidelines laid down by the account.


[image: image]


Furthermore, the need to understand customer’s policies is crucial in the area of contact outside head office, such as visits to customer factories, warehouses, outlets and service centres. Unauthorized visits to customer premises would harm the relationship. The key account manager needs to issue clear policy guidelines to all members of the workforce who have contact with the customer’s business. This includes the sales force, delivery staff, customer administration and customer service staff.


The customer holds the key account manager responsible for the actions of all supplier staff who are in contact with the customer. An innocent mistake by a junior member of staff may impair the relationship. It is up to the key account manager to record customer policy information and to ensure that it is communicated successfully to all staff and implemented without mistakes.


Customer markets and our business


•  Estimate of total purchases by customer, by market


•  Sales by market, by brand or product


•  Our share of customer’s total business


•  Customer’s share of our total business
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The purpose of this type of information is to answer the question ‘Where are we now?’ Historical sales and market information will form the springboard for analysing growth opportunities for key accounts. The information can be laid out in a pro forma:
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This pro forma can be completed for:


•  Different years (trends)


•  Different markets


•  Different products/brands sold to each market


Customer financial performance


•  Customer’s return on capital employed


•  Customer’s return on sales


•  Customer’s sales in relation to capital employed


•  Stock, debtor and creditor turnover


•  Profit performance by product and market category


The key account manager should collect the published financial information of customers, for instance the annual report and accounts. This will give the financial summary of how the customer is performing and the key account manager can look at the trends of performance over the last two or three years to see if the customer’s business is improving or deteriorating.


This knowledge will enable the key account manager to formulate profit improvement strategies for customers that empathize with the customer’s profit requirements. The main areas on which such information can be collected are shown in the following table:
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The key account manager does not need to be a financial expert – help can be sought from financial analysis books or from the internal financial department. Experience shows that understanding the customer’s financial performance creates a good basis for developing strategic approaches to key customer planning and negotiation. You may wish to reduce your investment in customers whose financial performance is declining, while increasing your investment in customers whose profits are increasing.


Further information is available from a customer’s stock market performance. Is its share price rising or falling? Do City financial analysts rate the customer as a buy, sell or hold, as far as the shares are concerned?
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Customer buying processes


•  Customer organization and buying structures


•  Interests and characteristics (e.g. sports, hobbies) of customer managers


•  Description of buying process


•  Analysis of decision making unit (DMU)


This information section is vital because as it will guide the key account manager to develop the right quantity and quality of relationships at all relevant levels with the customer. It is well known that many key account managers fail to identify an accurate customer buying process, and fail to develop relationships with all members of the decision making unit (DMU).


A typical customer buying process would be:


•  Recognition of customer needs


•  Specification of products to meet needs


•  Search for suppliers to meet needs


•  Analysis of supplier proposals


•  Evaluation of proposals and selection of suppliers


•  Selection of an order routine


•  Performance evaluation and feedback


These buying processes may differ according to whether the products and service needs are new, are modified from a current product or service, or are a routine repurchase.


The DMU is a core concept of key account management and can be extremely difficult to define in large accounts with many buying influences. The classic model developed by Webster and Wind (1972) identified five key groups:


  1  Users: for example, those who influence product purchases as users.


  2  Influencers: for instance, industrial engineers, manufacturing staff, technical personnel.


  3  Buyers: those who place the orders may be individuals or a buying committee, and each buyer may have different characteristics affecting purchase, such as status needs, attitude to risk, willingness to negotiate.


  4  Deciders: for example, the board of management, finance director or buying committee. A key account manager who deals only with buyers may regret a reluctance to contact deciders.


  5  Gatekeepers: for instance, secretaries, receptionists, mail sorters, warehouse staff. Gatekeepers may be relatively junior members of staff, but key account managers may need to get them ‘on side’ if the other members of the DMU are to be contacted and influenced.


Each person in the DMU will have a unique profile of buying influences, which must be collected and summarized by the key account manager. These influences can be summarized under two headings:


  1  Subjective influences: these are non-rational influences that psychologists believe have a major impact on all purchase decisions. Examples include:


–  Desire for status


–  Need for power


–  Need for reassurance


–  High or low attitude towards risk and innovation


–  Need to be liked


–  Need to please superiors


  2  Objective influences: these are the rational and logical reasons for purchase and examples are:


–  Price/cost


–  Performance


–  Reliability


–  Delivery


–  Service quality


–  Convenience and flexibility


In practice, most buying decisions are a combination of both subjective and objective needs, and the key account manager should collect information on all possible influences of all members of the DMU. The saying ‘People buy people first’ is usually true. It would clearly help a supplier/customer relationship if the key account manager knew that a member of the DMU enjoyed a particular sport or hobby and this could be incorporated into the relationship process, for example, in invitations to social or sporting events.
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	Summary





	The first requirement for any account manager is to know their customer. This involves spending much time and effort in data collection and assimilation to build up a full understanding of the facts, policies, markets, financial performance and buying processes relating to the customer. While the key account manager does not need to be a financial expert, the information gathered must be accurate, regularly updated and collected in an easy to access form. Customer policies must be adhered to for the avoidance of costly mistakes and it should be remembered that the customer holds the key account manager responsible for the actions of all supplier staff with whom they are in contact. Knowledge and understanding of the customer enables the formulation of profit improvement strategies for key planning and negotiation, which are facilitated by the development of the right quantity and quality of relationships at all relevant levels with the customer. Recognition of the decision making unit and its influences, whether subjective or objective, is vital; while all the information categories are important, the customer buying process is primary. If the key account manager moves on to another company, their successor should have all the core information readily to hand: knowledge is power.
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