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WHY THIS BOOK?

This book grew out of two questions our clients most often ask
when they are managing strategic accounts: “What are the
challenges others have faced with strategic accounts, and how
can we overcome them?”

During our years of experience, through constantly
changing business conditions, we have tested, retested, and re-
vised many of our original answers to these questions. One of
our enduring insights remains: There is no by-the-numbers ap-
proach to implementing strategic account management. Every
firm must come at it a little differently. At the same time,
though, this book lists the strategic account management chal-
lenges our clients have most often struggled with. We also pres-
ent proven ways to overcome those challenges.

Our clients and colleagues encouraged us to consider how
our experience might benefit a wider audience. This book is our
response, crystallizing what we have learned in strategic ac-
count management. Our goal is to help you save time and
money as you implement or refine a strategic account manage-
ment program.

WHAT QUALIFIES US TO ADDRESS THIS TOPIC?

This book is a joint effort from S4 Consulting, Inc. and Miller
Heiman, Inc.

S4 Consulting, a leading-edge relationship management
firm, has helped business-to-business clients use strategic ac-
count management to improve their business performance

xiii
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since 1986. S4 Consulting uniquely focuses on gaining the inter-
nal firmwide commitment and support that are so critical for
the success of strategic account management. Huge benefits oc-
cur when sales and other departments work together more ef-
fectively, when interdepartmental barriers are lowered, and
when everyone is headed in roughly the same direction.

Information S4 Consulting personnel have gathered and
processed from interviews with thousands of strategic account
contacts helps us better guide companies to optimize those re-
lationships. This outside-in approach can pay huge dividends.
S4 Consulting’s commitment to using strategic account man-
agement to improve business performance, has led us to de-
sign, conduct, and co-sponsor SAMA’s annual Strategic Ac-
count Management Performance Award for the USA. Many of
the case studies in this book are from nominees and recipients
of that award.

Miller Heiman, a leading developer and provider of sales
development solutions for sales organizations and profes-
sionals around the world since 1978, has made building ex-
ceptional sales organizations its single-most important ac-
complishment. The Miller Heiman team of consultants has
helped more than one million sales professionals use the right
strategies and tactics to win business and turn prospects into
customers for life. Miller Heiman has pioneered several
highly respected sales process programs, including Strategic
Selling®, Conceptual Selling®, Large Account Management
Processsm, and Negotiate Successsm.

Both firms are committed to helping companies improve
their bottom-line performance by effectively managing their
customer assets. A book focused on strategic account manage-
ment seemed a natural topic for collaboration.

Because people seem to learn best from comparing what
works with what doesn’t, each chapter includes examples of
both. The firms cited as positive examples have verified the
facts describing their cases. We have disguised the negative
examples by creating composite cases: for each example of
what doesn’t work, there are 5 to 10 more cases with similar
situations.
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WHO WILL BENEFIT FROM READING THIS BOOK?

There are a number of readers for this book. Our primary audi-
ence is any decision maker whose primary task is optimizing
the firm’s assets and anyone who wants to manage—as as-
sets—that small percentage of customers who usually provide
a disproportionate share of the firm’s revenue/profits. These
readers may be starting or refining
an existing strategic account man-
agement program. The cases and
insights should be an invaluable
resource for any executive, drawn
to developing systematic sales and
management processes, who
wishes to avoid critical and costly
errors in doing so. Early in the
book we contend that unless these
executives—CEOs, COOs, VPs of
Finance, and decision makers from
all functional areas—are aligned to support the strategic ac-
count management program’s goals and objectives, the pro-
gram will almost certainly tailspin in costly flames.

Other readers who can benefit from this book are the very
best of those who manage strategic account relationships—a
complex, challenging, and often very rewarding task. People
who do this job well are relationship assets in their own right.
We have found their commitment to self-development very
high indeed. They are always looking for ways to improve their
skills and their overall management approach, to improve ser-
vice and relationship quality to their assigned customers.

WHAT IS A STRATEGIC ACCOUNT?

Strategic accounts are those customers who most readily help a
firm achieve its strategic and financial goals.

They are chosen as strategic accounts because they have
met specific criteria and they are most likely to provide a return
on the higher level of investment that managing such accounts

PREFACE xv
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requires. These customers may be large, they may be small (tar-
geted emerging accounts, for ex-
ample), but they have strategic sig-
nificance for the supplier.

This book will use three
words interchangeably to describe
such customers: strategic account,
account, and customer. Although
all customers are important, there
are certain customers you cannot
afford to ignore or live without.
You must treat strategic accounts
differently (unless they request
otherwise) and invest more in

them. You need to select and invest in these accounts wisely.

S4 CONSULTING ACKNOWLEDGMENTS

This book is the product of years of collaboration.
First, Joe and I would especially like to acknowledge Dan

Shaffer, our partner and friend at S4 Consulting for 20 years.
His wisdom and systematic problem solving have provided in-
estimable value to us, our company, and our clients.

Second, we would like to thank some of our colleagues,
particularly Doug Bosse, Dave Jones, Steve Vucelich, Len
Shaffer, Jose Acevedo, and Nicholas Wolfson, who have con-
tributed significantly to our conceptual and methodological
development. We would also like to acknowledge Jim Guilkey,
Sally Trethewey, Rosa Yeh, Maribeth Quinn, Wes Mayer, Karin
Huey, Urko Wood, Suzanne Lowe, Sharon Bierman, Mike
Sternad, Sarah Volker, Barbara Gossman, and Erin Hinkle, who
have provided valuable support. Together we have learned to
make a difference.

Third, we thank our business partners, those from
whom we gained new ways to look at business, service qual-
ity, and meeting client needs: Valarie Zeithaml, Bob
Wayland, Bob Archibald, Kaj Storbacka, CRM Finland, and
Lisa Napolitano, Director of The Strategic Account Manage-

xvi PREFACE

Strategic accounts

are those

customers that

most readily help a

firm achieve its

strategic and

financial goals.



ment Association. Each helped guide our thinking in manag-
ing relationship assets.

Finally we thank those at Miller Heiman with whom we
have worked so closely: Sam Reese, Jason Buma, Jenna
Poinier, Harry Magure, Ryan Olsen, and Erin Anderson.
Without their efforts and feedback, this would have been a
very different book.
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We would like to express our appreciation to Joe Sperry and
Sallie Sherman of S4 Consulting. Their knowledge and past ex-
periences greatly contributed to the concepts and methodology
that made this book possible. We would also like to extend our
appreciation to Damon Jones, Jason Buma, and Jenna Poinier
for their careful editing and skillful review of the material. We
are also grateful to Harry Magure for providing his legal exper-
tise throughout this process, Ryan Olsen for his project man-
agement efforts that went into the completion of the project,
and Erin Anderson for his graphic design contributions. Lastly,
we would like to thank Catherine Dassopoulos of McGraw-Hill
for facilitating a smooth and enjoyable publishing experience.

FOR THE READER THINKING, “I CAN’T READ
THE WHOLE BOOK. WHICH CHAPTERS WOULD
HELP ME MOST?”

We suggest starting with the Introduction, which provides our
approach and general thesis. After that, here is a listing, with
abstracts, of the book’s eight remaining chapters. The abstracts
will help readers get right to the issues that concern them most.

Introduction: What Is Strategic Account
Management?

The Introduction defines strategic account management and
contains a high-level look at its particular rewards and chal-
lenges.
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Part 1: Getting Everyone Headed in Roughly the
Same Direction

Key 1: Define strategic account management as a business
rather than a sales initiative. If a firm tries to implement strate-
gic account management purely as a sales initiative, chances
are good that only sales will “own” the account. This means
that the sales team will have to spend at least half its time inter-
nally marketing to functions that may feel no special urgency to
meet the needs of strategic accounts. Cross-functional execu-
tives need to align the entire organization—from other execu-
tives down—in owning the strategic account relationships. In
our experience, that is the fastest way to optimal performance
in strategic account programs.

Key 2: Create firm alignment and commitment to meet strate-
gic accounts’ needs and expectations. Everyone in the organiza-
tion needs to understand why strategic accounts are so critical
and how they can best serve those customers. Strategic account
management can fail when one or two departments remain em-
bedded in the status quo. Unless all departments and all employ-
ees are committed to supporting the strategic accounts’ needs
and expectations, account management will always be one cus-
tomer phone call away from disappointment. Lacking commit-
ment, the firm will find it very difficult to gain the momentum
needed to shift from an internal focus to a business strategy.

Key 3: Start with the right number of the right strategic
accounts. Firms are sometimes tempted to start big—by simply
declaring their 65 largest revenue producers “strategic ac-
counts” (whether or not they are profitable). If a supplier starts
with its 65 largest customers, aggressively promoting the cus-
tomer management program’s improved service levels, it will
very likely find broken processes and systems early in the jour-
ney. These may require months to fix and, while they are being
fixed, customers are not receiving their promised service lev-
els. Starting with too many customers makes it difficult for the
program to demonstrate success and leverage its initial invest-
ments. Starting with the wrong customers is almost as bad. If a
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supplier doesn’t do some sort of portfolio analysis of potential
strategic accounts, it can find itself making large investments
for little or no return.

Part 2: Tactical Issues in Strategic
Account Management

Key 4: Create human resources support for strategic account
managers. Questions firms need to answer while developing a
customer management program include: (1) How do we find
account managers? (2) How do we develop account managers?
(3) How do we assign account managers? and (4) How do we
pay account managers?

Key 5: Create firmwide relationships at multiple levels of re-
lationships between the firm and its most critical accounts.
We have often seen account managers developing and main-
taining strong relationships with the tactical customer employ-
ees such as technicians or purchasing people. While it is impor-
tant to develop such relationships, the account manager has
additional tasks: (1) developing deep and multilevel relation-
ships within the account—from executives down; (2) determin-
ing the strategic account’s various buyer influences; and (3)
identifying, within their own firms, those who could best help
manage relationships within the strategic account. The goal
here is to establish a firmwide relationship, based on ongoing
parallel linkages between supplier and customer.

Key 6: Regularly quantify and communicate the value re-
ceived from and delivered to strategic accounts. To succeed,
strategic account management requires solid returns on its in-
vestments. The program’s executive sponsors and those serv-
ing the account, perhaps working with the finance people,
should determine the customer’s long-term relationship asset
value and its replacement cost. They should also be able to
quantify the value delivered to customers. Without continually
quantifying and communicating value, there is no way to jus-
tify relationship investments internally or to justify a premium
price externally.
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Key 7: Use technology judiciously. There is a difference be-
tween being technology-driven and technology-supported.
The technology-driven company, occasionally without deter-
mining its overall needs, invests in the “latest and greatest”
technological breakthrough. The technology-supported com-
pany determines what it needs and then finds the best tools to
support its strategic ends. We have seen that a technol-
ogy-driven approach to strategic accounts can be a very expen-
sive bandwagon to hop on. Technological caution can save a
firm millions of dollars.

Part 3: Conclusion

Conclusion: From Analysis to Action. This chapter will review
the keys and benefits of strategic account management, pro-
vide a high-level implementation roadmap, and offer some
next steps.

de

For additional information about us, please contact:
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C H A P T E R 1

Introduction: What Is
Strategic Account
Management?

Let’s begin by considering:
1. What is strategic account management?
2. How does strategic account management differ from

key account selling?
3. What are the benefits of strategic account

management?
4. What are the challenges of strategic account

management?

WHAT IS STRATEGIC ACCOUNT MANAGEMENT?

Strategic account management is a systematic process for man-
aging key interactions and relationships with critical accounts.
Writers sometimes quote the Pareto Principle to describe stra-
tegic accounts: 20 percent of the customers generate 80 percent
of the revenue/profit. It’s usually an apt comparison, although
the numbers can vary dramatically if the firm’s strategy has tar-
geted emerging or medium-sized accounts. Still, strategic ac-
counts tend to provide a disproportionate share of a firm’s rev-
enue/profit. We call such customers co-destiny accounts.

1
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2 INTRODUCTION

The supplier’s future tends to be intertwined with these
accounts’ success. With clients whose contribution is that criti-
cal, strategic account management can play a crucial role in a
firm’s marketing strategy. That’s why successful strategic ac-
count management tends to be a firmwide initiative, systemati-
cally and proactively delivering strategic solutions to multiple
contacts at targeted accounts—to capture a dominant share
over time.

Strategic account managers are salespersons who must
generate profitable revenue, quarter-to-quarter and over the
long term. At the same time, they are general managers, over-

seeing assigned relationships as
separate assets in the customer
portfolio. Businesspeople some-
times distinguish between sales-
people who are hunters and those
who are gatherers—those who
get the business and those who
manage the business afterwards.
True strategic account managers
(SAMs) are both and neither of
these classifications: they are
hunters but within their assigned
accounts, continually working to

increase account share. They also must manage those ac-
count relationships, and be accountable for ongoing and
long-term financial growth.

HOW DOES STRATEGIC ACCOUNT
MANAGEMENT DIFFER FROM KEY
ACCOUNT SELLING?

Most of the time, the sales team initiates strategic account
programs. Sales may see an opportunity to generate more
revenue by focusing its efforts on the larger accounts. Sales
often begins these initiatives with what we call a key account
selling approach. Key account selling is a part of strategic ac-
count management but it is not the same thing. The distinc-

Strategic accounts

tend to provide a

disproportionate

share of a firm’s

revenue/profit. We

call them co-destiny

accounts.



tion between the two is impor-
tant for our discussion. The
following chart distinguishes be-
tween these two (of many) ap-
proaches in managing an impor-
tant account. Figure 1-1 isolates
the behaviors of a key account
selling approach and a strategic
account management program.
The chart concentrates on behav-
iors because of the ever-present
problem of program names: a
supplier may have a key account
selling program called a strategic
account management program
(common) or a strategic account
management program called a
key account selling program
(also common). Our primary in-
terest is in what these firms do
with their crucial customers.

KEY ACCOUNT SELLING PROGRAMS AND
STRATEGIC ACCOUNT MANAGEMENT
PROGRAMS: A COMPARISON1

Key account selling approaches tend to be initiated by sales,
they tend to work on a shorter planning horizon, to measure
success primarily on incremental, perhaps quarter-to-quarter,
revenue, and they tend to sell mostly existing products to a
small number of people within a large number of accounts.

In many cases, these programs require a great deal of in-
ternal selling because sales, while usually not customizing of-
ferings, may come up with creative discount, financing, deliv-
ery, or service options. Their creativity puts pressure on other
departments to do things differently for large customers. This

CHAPTER 1 Introduction: What Is Strategic Account Management? 3
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4 INTRODUCTION

F I G U R E 1– 1

Key Account Selling Programs and Strategic
Account Management Programs: A Comparison

Key Account Selling
Programs

Strategic Account
Management Programs

1. Under a year
2. By revenue potential
3. Vertical market

Planning Horizon
Customer

Segmentation

1. 1 to 3 years
2. By revenue potential and

strategic criteria:
a. How they prefer to buy
b. Willingness to partner
c. Complementary

competencies

4. Existing products
5. Some custom

solutions

Offerings 3. Existing products
4. Custom solutions
5. Firm competencies

6. Products and service Differentiates by 6. Value delivered over time

7. Account manager
8. Sales team

Primary Account
Responsibility

7. Account manager who
can commit resources

8. Cross-functional team
9. Supplier executives

9. Short- and long-term
revenue

10. Share of customer
11. Competitors

Primary Concerns 10. Profitability
11. Short- and long-term

revenue and profitability
12. Account’s business

challenges
13. Share of customer

12. 10–25 Number of Accounts
per Manager

14. 1–5

13. Half salary, half
commission

14. Sales/product plans

Account Manager
Compensation

15. Generous salary with
some incentive bonus

16. Overall account plan
17. P&L of account

relationship

15. Sales
16. Vertical expertise
17. Understands

customer’s business

Account Manager
Skills Required

18. Sales and/or general
management skills

19. Strategic thinking
20. Excels in ability to

influence without
authority

21. Deep understanding of
customer’s and supplier’s
business



pressure can leave those other functional departments seeing
key accounts as key irritations.

We know a manufacturer whose sales group decided to
develop a key account selling ap-
proach. The firm kicked off the
program by announcing to its 15
largest customers how great the
new effort would be, and started
coming up with innovative ways
to serve those customers. But after
they made creative commitments
to the customers, internal func-
tions continually blocked their
way. Those departments saw no
particular reason to do things dif-
ferently. Sales spent so much time
marketing internally that one sales
representative joked that he
needed to carry cushions around
for his knees because he was beg-
ging so much. The results were not
as humorous when the supplier’s
responsiveness and reliability—as
well as account satisfaction num-
bers—declined markedly. At the
end of the year, the key accounts
program was serving only a few of the original customers—
and those were not being served very effectively.

When the manufacturer tried to determine how to im-
prove the situation, those in manufacturing said, “You have to
understand: sales’ dream deal is our worst nightmare.” They
said that when the sales teams promise a dramatically reduced
delivery time for a small custom order, that lowers the entire
manufacturing operation’s line utilization and slows other crit-
ical production runs (both of which were major components
in manufacturing’s compensation). The sales team must real-
ize that departments may have solid reasons for resisting a
sales mandate—even if the initiative proposed would generate

CHAPTER 1 Introduction: What Is Strategic Account Management? 5
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significant short-term revenue. If the program is going to suc-
ceed, the entire organization must understand and align
around the account selling program’s goals—particularly if the
firm ultimately wants to move to a true strategic account man-
agement process. It is, at best, an uphill battle for sales to de-
velop a strategic account management program by itself.

What Are the Benefits of Strategic
Account Management?

The benefits from a strong strategic account management pro-
gram can be huge. At its best, strategic account management
can offer a competitive advantage, the key to greater loyalty,
and the road to higher profitability.

One of the more dramatic ex-
amples of what strategic account
management programs can
achieve financially comes from
Boise Office Solutions. Until 1992,
Boise Office Solutions (BOS) was a
dual distributor with one channel
selling directly to business and a
wholesale channel selling to office
products dealers. This dual-distri-
bution business model deepened
channel conflicts during a time
when BOS’s largest customers

were becoming much more sophisticated—and much more de-
manding. In 1992, BOS reinvented its business model by selling
its wholesale-distribution business and establishing a national
account management program. The incremental revenue gen-
erated by the BOS national account program—even allowing
for revenue growth by acquisition—is dramatic:

1992: $52,000,000
1994: $250,000,000
1996: $550,000,000
1998: $1,000,000,000
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2000: $1,500,000,000
2001: $1,600,000,000

We will hear more about Boise Office Solutions later in the
book and provide other successes of customer management,
such as Honeywell Automation and Control Solutions, which
serves a dozen of the world’s largest oil companies. In two
years it grew business 61 percent in a flat-to-declining market
and cut selling costs 40 percent, while moving to a systematic
account management program. We will also see how Reynolds
& Reynolds’ Enterprise Solutions Group generated a 55 percent
compounded growth rate on sales to its largest single cus-
tomer, Southeast Toyota.

The payoffs from an effective strategic account manage-
ment program can be significant—and they are usually much
more than dollars. A well-designed and well-executed strate-
gic account management program can minimize, or in some
cases, eliminate competition. The more quickly you get that
program up and running, the more quickly you can realize
those payoffs. This book will guide readers through the imple-
mentation pitfalls and to those payoffs.

What Are the Challenges of Implementing
Strategic Account Management?

We have asked directors of suc-
cessful account management pro-
grams what it took to create that
success. Few directors have said,
“Piece of cake. We got it right the
first time.” At the same time, these
directors tend to agree that they re-
ceived tremendous personal and
professional benefits from system-
atically managing critical customer
relationships: the approach has
usually made account relation-
ships significantly more fulfilling
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and more profitable than the more typical transactional rela-
tionships. After success and clear returns, it’s much easier to
support strategic account management. But even the most suc-
cessful directors emphasize the challenges at the beginning and
stress how much less costly it is to do it right the first time.

Strategic account management programs falter when firms
underestimate the time, resource requirements, and complexity
of rolling out the program. We have worked with very success-
ful business leaders who started out believing they could dele-
gate the entire implementation of the program to a middle man-
ager and completely roll it out in three to six months of that
manager’s free time. These firms are very profitable and run by
very intelligent businesspeople. But having never implemented

strategic account manage-
ment—and lacking any real-world
guidebooks on the subject—it’s not
that surprising when their strategic
account initiatives do not succeed
the first time. Decision makers un-
derstandably rely on what they
know, which may be sales or oper-
ational models. These models are
unfortunately inappropriate for
implementing strategic account
management. They tend to create
unintended consequences in im-

plementation—as we’ll see throughout this book. It’s much like
playing ice hockey with a tennis racket. You may work very
hard, but the chances are low that you will score, and you will al-
most certainly get beaten up some. This book provides appropri-
ate models, thereby limiting the number of your implementation
bruises—and wasted resources.

Creating a systematic way to manage strategic accounts is
a little like putting down the road as you’re driving on it: You
must maintain your firm’s financial performance while rein-
venting the way it serves its most critical customers. That is per-
haps the greatest challenge in implementing strategic account
management.
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Thanks to the experience of cartoon character Dilbert and
others, most workers are now highly suspicious of new orga-
nizational change initiatives. This means that strategic ac-
count management—or almost any major change initia-
tive—fails if it is perceived as a program du jour. Employees
have seen far too many programs started and then stopped.
One secret of successful strategic account management pro-
grams is that they start small, as a
critical part of the business strat-
egy, and then migrate to become
standard operating procedure as
soon as they have demonstrated
their success.

Reinventing the way you
serve critical customers usually
requires an organizational shift
from internal efficiencies to ex-
ternal effectiveness. This shift is
particularly challenging because
in many companies, most em-
ployees have inward-focused
performance measures and, on
average, only 30 to 40 percent of
employees ever interact with customers. To achieve this kind
of shift, the entire firm needs to understand viscerally how
critical these strategic customers are, and start to own them.
Here is a communication, educational, and performance op-
portunity worth the challenge.

For the shift to take root, you must include all relevant de-
partments in the planning, goal setting, and process redesign
for account management. Having their say will make it easier
to lower any walls that may have risen between them. Unless
the supplier removes its internal cross-functional barriers, the
strategic account—and the strategic account manager—will be
forced to try to jump over them.

The most sophisticated account management programs
we know live in organizations committed to co-creating value
for customers whose destiny is intertwined with their own.
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That’s simply a way of life for firms such as Marriott Interna-
tional, Boise Office Solutions, and IBM, all of which earned
cases in this book.

The game of business has changed dramatically in the last
decade. Ten years ago, companies could often function more as
a golf team—a group of talented individuals, each bent on win-

ning his own way. That approach
won’t work very well in the global
economy, rife with consolidation,
mergers, and wildly varied expec-
tations. Many companies instead
must respond to markets and cus-
tomers more like a basketball or
hockey team, with everyone work-
ing together to win the game. To
extend the metaphor: in straight

golf, there are no assists. The new business model, however, is
all about continuing assists: working together more effectively.

To respond as rapidly as market and customer conditions
change usually requires much greater interdependence—both
within the organization and between the firm and its strategic
accounts. Firms usually should align around and work toward
the goals and strategies driving customer management. Firms
that can reinvent their business models while maintaining fi-
nancial performance, firms that can remove departmental bar-
riers and gain commitments from all functions to play the same
customer-centered game, tend to enjoy the rewards of
long-term financial success. As one example, let us turn to the
Reynolds & Reynolds—Southeast Toyota story to see the value
a strategic alliance can create.

REYNOLDS & REYNOLDS—SOUTHEAST
TOYOTA: AN EXAMPLE OF ALIGNMENT

Reynolds & Reynolds is a $1 billion company headquartered
in Dayton, Ohio, which provides integrated informa-
tion-management solutions to the automotive retail market-
place. Its products include retail and enterprise-management
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systems, networking, e-business applications, web services,
CRM, consulting, and leasing services. The Enterprise Solu-
tions Group at Reynolds manages strategic accounts. Enter-
prise Solutions has 15 partnership executives, and they work
with the 20 largest automotive retail and distributor groups in
North America, helping them achieve outstanding business
results. Enterprise Solutions accounts generate more than $90
million in annual revenue.

The account in this case is Southeast Toyota Distributors
(SET) based in Deerfield Beach, Florida. It is one of the most re-
spected automotive companies in the world, with exclusive
distribution rights to market new Toyotas in the southeastern
United States. SET has 163 dealer locations that outperform all
others in the industry, regardless of brand, in nearly every mea-
surable category—sales per outlet, profit per outlet, dealer sat-
isfaction, and customer satisfaction. SET also owns two other
companies that offer financial services, such as insurance and
extended warranties, to more than 1,500 retailers. SET and its
affiliated companies have annual sales of $7 billion.

In 1997, Reynolds’ Enterprise Solutions Group started
working with SET, helping it achieve its business objectives.
Gary Coveyou, the Reynolds’ SET Account Manager, created a
dedicated account team for SET with Reynolds employees
from the following areas:

� Sales and Marketing
� Service and Support
� Consulting Services
� Automark Web Services
� Project Management and Development
� Financial Services
� Document Solutions
� Reynolds CRM Services
� Reynolds Software Solutions

At Reynolds & Reynolds, strategic account management
is not simply a sales initiative. It is clearly a business initiative.
With this team, Coveyou developed an account playbook for
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SET that laid out how Reynolds needed to sell, deliver, and
support its business solutions. The SET account team realized
from the start that it is just as important to build solid relation-

ships as it is to deliver great techni-
cal solutions.

Reynolds had started the re-
lationship before 1997 by selling
to individual SET dealerships its
dealer management system, an
enterprise resource planning
(ERP) system for automotive
dealers with accounting, inven-
tory, vehicle management, CRM,
and other functions. In 1997,
Coveyou and his account team
sold SET corporate on the benefits
of working with Reynolds &

Reynolds to develop the next generation of its dealer manage-
ment system. Because it was a critical step in its long-range
strategy, Southeast Toyota dealers then bought the current
Reynolds & Reynolds dealer management systems. Both
firms realized that such an alliance would lead to greater busi-
ness results for many years. Coveyou had seen that Southeast
Toyota was the perfect partner—and a marquee account—for
such joint development.

By 1999, Reynolds had installed its current dealer man-
agement systems in 80 percent of SET dealerships. While in-
stalling these systems, Reynolds people were also interviewing
more than 200 SET associates to capture their requirements and
develop the functional specifications for Reynolds’ next gener-
ation of solutions and services.

THE BENEFITS TO SOUTHEAST TOYOTA

When we asked Reynolds & Reynolds to quantify the benefits
both they and Southeast Toyota had received from the alliance,
their relationship was such that representatives from both
firms sat down together to determine that dual value. There
were several major areas of value-added for Southeast Toyota:
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� Eighty percent of Southeast Toyota dealerships are us-
ing Reynolds Dealer Management systems. Reynolds
has discovered that those dealers are, on average, real-
izing $200,000 more in annual net profits than SET
dealers not using the system. This is substantial con-
sidering dealers are categorically small businesses.

� Since SET began using Reynolds’ web services, it has
seen a 52 percent increase in generated leads. The per-
centage of these leads that closed is up a whopping 45
percent from last year—more than 6,500 new vehicles
sold. It’s hard to come up with an average price for a
Toyota, given price ranges
between $20,000 for a Co-
rolla to more than $55,000
for a Land Cruiser. If we
use a conservative esti-
mate of $22,000 per vehi-
cle, though, Reynolds’
Internet lead-generation
system brought SET more
than $143 million in incre-
mental revenue last year.

� SET also realized signifi-
cant savings in its parts
department. As Wayne Crater, SET’s Director of Parts
Operations, says, “The partnership between SET and
Reynolds & Reynolds has paid significant benefits to
both our dealers and SET. Dealer parts departments
have experienced increased sales, due in part to the
advanced marketing tools from R&R, while at the
same time [dealers] have lowered their inventory val-
ues and decreased levels of obsolete inventory. In ad-
dition, the ability of R&R to provide SET parts manag-
ers with several software enhancements minimized
the new system learning curve and [gave them] a sys-
tem tailored to their requirements. All . . . these accom-
plishments translate into increased profitability for
both our dealers and SET.”
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� Key Improvements for SET Parts Operations . . .

1. Parts and Accessory sales have grown in excess of
21 percent, or $475 million, during the past five
years to more than $2.26 billion. Reynolds has pro-
vided an inventory-control parts marketing system,
which enabled SET to reach this growth, increase
their profits, and achieve operational efficiencies.

2. Of the 163 dealers, 114 were stocking excessive ob-
solescence inventory. Reynolds helped to reduce
the count by 65 locations, from 114 dealers to 49.

THE BENEFITS TO REYNOLDS & REYNOLDS

� Since the partnership began in 1997, Reynolds’ sales to
SET have jumped from $1.8 million to more than $16
million in 2001.

� Reynolds’ sales’ five-year compound annual growth
rate with SET is 55 percent per year.

� Over the last five years, Reynolds’ document solutions
sales to SET have leaped more than 500 percent, its
services revenue from SET has increased more than
500 percent, and Reynolds was selected as SET’s exclu-
sive provider of web services.

The more value Reynolds delivers, the more value Southeast
Toyota provides. It is a classic example of what is possible with
strategic account management.

THE FUTURE OF THE REYNOLDS & REYNOLDS
SET RELATIONSHIP

Reynolds & Reynolds is hardly resting on its laurels in the SET
relationship. Gary Coveyou is currently implementing a plan
to provide financing and support services to all SET dealers for
Toyota’s Technical Information System. This is the first time
Reynolds has ever financed and supported a third-party sys-
tem. But Reynolds’ goal continues to be helping SET meet its
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business objectives, and SET is a solid reference for new
Reynolds’ prospects—a powerful marketing aid in a fiercely
competitive marketplace.

Rick Boyer, Reynolds & Reynolds’ vice president, Enter-
prise Solutions Group, sums up his feelings about the firm’s
strategic account management: “The foundation for Reynolds
& Reynolds’ enterprise account management model is a combi-
nation of account strategy, account planning, a dedicated ac-
count team of highly skilled employees, and a careful integra-
tion of the customer into this process to ensure we deliver a
complete set of value-based solutions. . . . Our model has re-
sulted in significant success for both our customers and for
Reynolds.”

de

A word about strategic account management in a bear mar-
ket: Some readers might argue that the best time to imple-
ment strategic account manage-
ment is in a bull market. We are
not ignoring the economy—we
can see those parentheses on our
401K’s as well as anyone. But we
believe this book’s keys are even
more valid in a bear market be-
cause strategic accounts remain a
supplier’s greatest assets. In the
Harvard Management Update, Da-
vid Stouffer quotes Adrian
Slywotsky as saying, “In uncer-
tain times, your best customers
provide an even greater share of
the profits. It’s important, espe-
cially now, to see the world through their eyes.”2 Our experi-
ence has been that, even in good times, many suppliers tend
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to underinvest in the customer relationships on whose fu-
ture they depend.

That would be especially unwise at a time when accounts
are hungry for value in any form. Each of our seven keys ap-
plies to protecting as well as expanding strategic accounts.
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P A R T 1

Getting Everyone
Headed in Roughly
the Same Direction:
What Didn’t Work

Orson B. Counter was the accounts receivables manager at
Federated Tire. His professional life was governed by two
rules: (1) Federated’s customers must pay within 30 days and
(2) if they did not pay, he gave them one warning before he cut
them off past 60 days. If Orson broke either of these rules, his
boss, Ed Bolton, Federated’s comptroller, came down on him
hard—“for his own good,” as he often told Orson. Ed, whose
leadership style had been compared to that of Benito Musso-
lini, had done so much for Orson’s own good that Orson was
terrified of him and kept past-due receivables nonexistent. Ed
saw this fear and the absence of past-due accounts as triumphs
of progressive management.

Federated Tire’s largest customer (30 percent of gross
sales) was Dutton Retail, a national account that was having
major problems with the recession, which created severe
cash-flow problems and forced it to stretch out payments to
suppliers. Because Federated’s marketing/sales department
was killing itself trying to maintain Dutton’s order levels, it
never occurred to marketing/sales to emphasize to other func-
tional departments how critical Dutton was to Federated. Mar-
keting/sales assumed that everyone had to know Dutton was
Federated’s number-one customer.

17
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Everyone didn’t know. Orson knew that Dutton’s revenue
levels were higher than most, but his performance evaluations
were not based on knowing strategic accounts. He was evalu-
ated on those two rules, and as Dutton stretched out the pay-
ments even farther, it broke Ed Bolton’s first rule . . . it went be-
yond 30 days. On day #31, Orson sent out the dunning letter
that Ed had written, a masterpiece (thought Ed) at declaring
that customers were not going to take advantage of Federated.

John Reardon, Dutton’s accounts payable manager, was
neither particularly guilty nor motivated by any wish to take
advantage of Federated. But he did feel anger pure enough to
cut through steel. He knew that Dutton’s marketing managers
were working with Federated and couldn’t understand the mo-
tivation of the individual who had sent him and his company
such a letter. He filed and forgot it.

Time passed. At 60 days, Dutton had still not paid the bill
and Orson sent Dutton a letter that went far beyond dunning. It
first cut off all product deliveries. It then mentioned—none too
subtly—the massive law firm held on retainer.

If Reardon had been angry after receiving the first letter,
he was furious at the second. He took it in trembling hands to
his CEO, Stan Dutton, who read it and then reread it, his face
growing more purple. Dutton picked up the phone and called
Federated’s CEO and, in an icy tone, told him that he was
overnighting a check for the entire amount owed and that—by
the way—Dutton would never buy tires from Federated again.

de

This story is true, with the names changed to protect the guilty.
We’ve been surprised at how many businesspeople have said
the same thing had happened at their firm. Chapters 1, 2, and 3
focus on how to get your departments heading in roughly the
same direction—toward meeting the needs of strategic accounts.



C H A P T E R 2

Key 1: Define Strategic
Account Management
as a Business Rather
Than a Sales Initiative

This first key is the most critical. Embrace strategic account
management as a way to improve your firm’s overall business
performance. When a supplier, as is common, defines strategic
account management primarily as a sales initiative, the returns
are limited. Everyone, not just sales, needs to own the strategic
account. If other departments see account management only as
a sales initiative, salespeople are likely to have an unreward-
ing, uphill battle.

The Federated story that precedes this chapter shows
what can happen when sales alone owns the relationship, and
other departments focus on their own issues. The other de-
partments need to be on board because sales almost never de-
livers the offering; it depends on other functions’ committed
and coordinated efforts to create and deliver value. We have
too often seen sales ask other departments to expend a great
deal of effort—with no reward and possible penalties—to
meet the strategic accounts’ needs. When those departments
have not been a part of creating the strategic account program
or its goals, they may resist or even refuse sales’ requests. In
such cases, neither the customer nor the supplier wins. But
both can win if strategic account management starts as a busi-
ness rather than a sales initiative.
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Doing so requires taking three important steps, which we
will examine:

1. Create cross-functional executive leadership.

2. Understand and align around accounts’ business
challenges.

3. Start strategic account management programs as
business initiatives.

CREATE CROSS-FUNCTIONAL
EXECUTIVE LEADERSHIP

If a strategic account management program is going to be suc-
cessful, the firm, ideally before program launch, must system-
atically identify and work with departments on whom they

and the customers will rely. One
successful means of doing so is to
create a cross-functional executive
group that can deal with any pre-
and post-launch issues. Cross-
functional executive leadership
helps create and communicate the
urgency that ensures organiza-
tional commitment.

In many cases, these execu-
tives make the financial case for
serving strategic accounts differ-
ently and then, working with the
other functional executives, cre-
ate clear account management
goals and objectives. These
cross-functional meetings help

sales and other departments arrive at shared priorities, deliv-
ery schedules, and service levels. Some suppliers even adjust
their recognition and reward programs to recognize depart-
ments outside sales for participating in account management.
The cross-functional executive team may reward manufactur-
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ing, for example, for balancing line utilization with one-off re-
sponsiveness to strategic accounts. The key is to keep the de-
partments whole, at the very least, when they make special
contributions to strategic account management.

When this internal alignment is driven by cross-functional
executives before program launch, the firm can minimize the
amount of internal selling account managers will do after pro-
gram rollout. Alignment also means that multiple departments
working together can deliver solutions much more quickly. In
successful programs, we have often seen the initial cross-func-
tional executive group continue to meet regularly as a steering
committee for the strategic account program. The cross-func-
tional executives can deal with a problem before it becomes a
crisis. This executive steering committee can, in other words,
ensure that sales’ best deal is no longer manufacturing’s worst
nightmare.

If you already have strategic account management and
wish to overcome some of the internal resistance you may be
experiencing, consider backtracking by creating a cross-func-
tional executive team to help you optimize your program.

UNDERSTAND AND ALIGN AROUND
ACCOUNTS’ BUSINESS CHALLENGES

Once strategic account management begins, it usually takes 3
to 12 months to understand the targeted customers’ business
challenges well enough to co-create value and sell strategic so-
lutions. This is not to say you won’t increase sales in the short
term, but the real opportunity is to play big.

We know one strategic account manager at an energy-con-
trol firm who spent a good year learning the business of a large
brewery. At the end of that time, she could discuss beer making
with the master brewers and, through those discussions, she
uncovered several processes that could achieve significant
cost-savings with more efficient power usage. After she identi-
fied those opportunities, she worked with her internal manu-
facturing people to design and create the power-management
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control devices the brewery required. The account manager,
then armed with a proposal that included cost and quantified
value offered, approached the brewery decision makers, who
quickly accepted her proposal.

Consider this supplier’s selling situation: no RFPs and no
competitors. A dedicated and determined account manager
generated a custom solution that she knew met the customer’s
payback requirements. A committed and coordinated manu-
facturing group then delivered that solution. In most key ac-
count selling programs we know, the salesperson would not
have been given this much time to produce results at an indi-
vidual account. Strategic account management takes the longer
view and, depending on the skills of the account manager, of-
fers the greater payoff over time.

One reason the role of account managers can be so exciting
and so challenging is that they have to know both the cus-
tomer’s business and their business in great depth. That takes
time and persistence. When helping account managers take in-
ventory of their account knowledge, we often use a five-page,
80-question self-test, focusing on:

1. The customer’s organization.

2. The customer’s suppliers.

3. The customer’s customers.

4. The customer’s competitors.

5. The customer’s joint venture and
alliance partners.

6. Your competitors for this account.

Answered carefully, the questions can generate opportu-
nities for creative customer solutions. The self-test provides
strategic account managers with the in-depth customer knowl-
edge they need to produce long-term, high-payoff initiatives.

Let us now look at two firms that successfully imple-
mented strategic account management as a business initiative:
Honeywell Industrial Automation and Control Solutions and
Minnesota Power.
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START STRATEGIC ACCOUNT MANAGEMENT
PROGRAMS AS BUSINESS INITIATIVES:
HONEYWELL INDUSTRIAL AUTOMATION AND
CONTROL SOLUTIONS

Honeywell Industrial Automation and Control Solutions (IACS)
has a long, successful history of close working relationships with
its key customers, most of whom
are huge integrated oil and chemi-
cal companies. As those customers
faced increasing competitive pres-
sure and demand for higher finan-
cial returns in the mid-1990s, they
pushed Honeywell to reduce costs,
accelerate performance, provide
global consistency, and demon-
strate increased investment re-
turns. Some customers instituted
strategic sourcing programs de-
signed to select one or two key sup-
pliers for all future global automa-
tion investments.

Honeywell had been re-
sponding to these market de-
mands tactically, on an account-
by-account or project-by-project
basis, which dramatically in-
creased selling costs. Coupled
with competitive pressure to dis-
count prices, Honeywell’s profit
margins were severely squeezed.

Honeywell’s challenge was
to implement a process that strate-
gically responded to the market
demand, created sustained competitive advantage, and en-
sured long-term growth and profitability for both customer
and Honeywell IACS. The program was profit-, strategy-, and
process-based.
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In 1996, Honeywell formed the Strategic Corporate Ac-
counts Program to provide this systematic approach to strate-
gic account management. Even its title refers back to the ac-
counts’ ownership: strategic corporate accounts. This program
was and is focused on establishing strategic account manage-
ment as a core competency within Honeywell IACS. The divi-
sion began to create and implement consistent processes,
bringing discipline to managing these strategic account rela-
tionships. Honeywell IACS’s Strategic Corporate Accounts or-
ganization currently manages 11 global petrochemical and en-
ergy companies, representing some 35+ percent of Honeywell
IACS’s total global revenue.

Honeywell has a process-oriented culture. Instead of
charging into an account management process, as many firms
have done, Honeywell developed, with cross-functional help,
a program vision, responsibilities, interdependencies, ac-
count selection criteria, and some very special dedicated re-
sources to link Honeywell IACS (the firm) with strategic cor-
porate accounts.

The vision for Honeywell’s Strategic Corporate Accounts
Program was “to create value through a world-class, relation-
ship-centric strategic approach that complements Honeywell’s
technology leadership and differentiates its value from that of
its competition.” To support this vision, the Strategic Corporate
Accounts Program has a number of responsibilities, including:

� Establish and manage strategic business relationships
worldwide.

� Facilitate the global introduction, integration, and
adoption of framework/processes.

� Measure and report the total value and ROI of Strate-
gic Corporate Accounts.

� Communicate and coordinate internally and exter-
nally to achieve organizational alignment, ensure con-
sistency, and transfer knowledge regarding strategic
relationship development and management.

We have chosen these four responsibilities because sales
alone cannot accomplish them. These tasks require the coordi-
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nated efforts of many folks in many Honeywell functions on
many continents.

When strategic corporate accounts went after accounts,
they looked for customers who:

� valued automation as strategic investment that pro-
duces competitive advantage;

� showed a commitment to Honeywell IACS as a strate-
gic first-choice supplier;

� were strategically aligned with Honeywell IACS;
� were willing to create a joint value proposition;
� were globally positioned, with clear global require-

ments and a desire for global consistency; and
� merited an investment in a strategic relationship,

which included:
� a relationship manager;
� a senior executive champion;
� an executive steering committee; and
� technology interaction

Honeywell used these criteria—and others—to begin dis-
tinguishing customers meriting a strategic corporate approach.
And while sales might do some of the research, achieving stra-
tegic alignment and making a business case for a potential stra-
tegic corporate account takes a significant time investment by
numerous functions beyond sales.

To support the strategic corporate account activities,
Honeywell IACS created a cross-functional support group that
combined competencies in Strategic Businesses, Business Pro-
cess, Technology Alignment, and global linkages. Honeywell
IACS believed the key to a successful strategic corporate ac-
counts program was balancing the need for a common and con-
sistent account management process with a structure that ac-
commodated the unique, value-differentiating needs of each
specific customer.

Honeywell created two functions—Business Resources
and Technology Alignment—to support the common elements
of the account management process.
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The Business Resource team develops and manages the
framework and processes to manage IACS’s strategic business
relationships. This team provides overall support for Strategic

Corporate Accounts, including:
business planning, identification
and application of internal and ex-
ternal best practices, and Strategic
Corporate Account organization
communication and reporting to
the other business units.

Another common element to
all Honeywell IACS’s strategic re-
lationships is the customers’ de-
sire to achieve competitive advan-
tage through automation. The
Strategic Technology Alignment
function ensures that the solutions
Honeywell IACS develops do, in
fact, meet the specific, prioritized
needs of its strategic accounts. The
technology alignment function
also ensures those solutions real-
ize superior value for both
Honeywell IACS and the cus-
tomer. Technology Alignment
communicates the strategic corpo-
rate account’s technology require-
ments to any Honeywell Strategic
Business Unit that is helping craft
a solution for that customer. In ad-

dition, the function supports planning technology directions,
resolves common technology issues, and quantifies value
propositions for technology applications in Strategic Corporate
Accounts.

For managing the unique elements of each strategic rela-
tionship, every Strategic Corporate Account has a full-time,
dedicated business manager with a dedicated support team
and defined global linkages. These business managers are ac-
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countable for the pro-forma global P&L of each strategic rela-
tionship. These managers also support framework/process
implementation and continuous improvement within assigned
account relationships.

Honeywell IACS is currently moving toward a Six Sigma
approach to account relationship management. Traditionally a
tool to lessen variation in manufacturing, Six Sigma potentially
will allow Honeywell IACS to achieve the next level of excel-
lence in strategic/global account management. And Honey-
well realizes that sales alone will not be able to control all the
potential variables in managing a strategic corporate relation-
ship, such as establishing and managing parallel linkages be-
tween all critical functions at the
supplier and account. To create
firmwide relationships, Honey-
well worldwide must work to-
gether to continually meet and ex-
ceed the targeted accounts’ expec-
tations.

This story started with high
costs of sales and lessened profit-
ability. What impact has the strate-
gic corporate accounts program
had on Honeywell IACS? Between
1997 and 1999, Honeywell IACS:

� Reduced overall selling
cost by 40 percent.

� Grew 61 percent in a
flat-to-declining business
environment.

� Increased annual per-stra-
tegic account manager
sales productivity by 100 percent.

� Improved  divisional profitability by 20 percent.

During 1995–97, Honeywell IACS also reduced some cus-
tomers’ per-project service costs by 15 to 30 percent. One exam-
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ple: Honeywell IACS developed an automation co-sourcing
option for procuring instruments for a strategic corporate ac-
count’s plant, a $250 million project in which the account re-
ceived huge annual benefits: $60 million in yield benefits, $9
million in reliability improvements, and a $20 million after-tax
incremental cash flow, beginning in the first year.

Our conclusion? The Honeywell IACS Strategic Corpo-
rate Accounts Program demonstrates positive business results
achievable when a firm’s multiple functions re-engineer the
supplier-customer interface.

When a supplier like Honeywell IACS sets out to institu-
tionalize alliance behavior across the organizational bound-
aries of the business relationship, it removes barriers, shares in-
formation, develops trust, and enables both supplier and
customer to achieve superior business results.

THE MINNESOTA POWER STORY

Electric utilities have seldom been held out as examples of
customer focus, which makes the story of Minnesota Power
(MP), a utility in Duluth, all the more extraordinary. In the
mid-nineties the U.S. power market started to change as signs
were increasing that deregulation of power was imminent.
While most utilities could see that they were going to have to
do business in a very different way, MP was one of the few
utilities to aggressively start realigning its culture to serve its
most critical customers.

DRIVERS FOR MINNESOTA POWER’S
STRATEGIC ACCOUNT REALIGNMENT

In 1994 the majority of MP’s largest customer contracts were
ending in the next few years. Steve Sherner, MP’s vice presi-
dent of Large Power Marketing, heard rumblings from these
customers that they would not sign up again unless the con-
tracts’ terms were more flexible to their needs. As one customer
executive put it, “MP needs to wake up and understand the
beast they’re serving—what it takes for us to survive long term.
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Our survival is their future.” Other large power customers
went beyond rumbling. One of them petitioned the Minnesota
Public Utilities Commission, asking that they be allowed to get
their power from a local cooperative rather than from MP. The
account lost. Another account sought open access from the leg-
islature so customers could get power from anywhere they
wanted. That bill was denied by only one vote in the Minnesota
senate.

The large-customer rumblings then grew louder and
clearer. After its new short-term contract was signed in 1995,
MP’s single largest customer ($45+ million a year) refused to
come celebrate with MP because it felt there was nothing to cel-
ebrate. Later, in the spring of 1995, Sherner commissioned as-
sessments on the firm’s largest power customers. He wanted an
objective third-party view of these relationships to test his con-
cerns and to make certain MP executives heard directly from
strategic accounts. Shortly into this assessment, MP confirmed
that this account’s executives were very dissatisfied with the
MP relationship. Account contacts were eloquent about em-
bracing the future of deregulation: they were actively looking
for a new power supplier. Those conducting the account as-
sessments strongly suggested that MP mount a major effort to
repair this large-customer relationship.

WHAT KEY PLAYERS DID TO STRATEGICALLY
REALIGN MINNESOTA POWER

Besides the market shift, contract expirations, and large-cus-
tomer complaints, the fourth driver in realigning the corporate
culture was the addition of two new players at MP. The utility
named Ed Russell, from outside MP and the utility industry, as
corporate CEO. MP also promoted Bob Edwards, its very cre-
ative CFO, to president. Russell knew about business and cus-
tomers but had little experience with utilities and so, while
staying closely involved, he allowed Bob Edwards to lead that
part of the business.

On one of their very first days on the job, Russell and Ed-
wards attended the presentation of the large-customer assess-
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ments. Hearing about how their largest customers felt about
MP was certainly not the happiest way to begin their tenures.
But both Russell and Edwards saw the customer feedback as a
gift and said it presented an opportunity for MP to protect and
develop its critical relationship assets.

Eric Norberg, then director of Large Power Marketing,
emerged at this point to take a leadership role in assisting both in
the relationship repair and corporate alignment. Norberg over-
saw the large-power relationships, working closely with two
seasoned account managers, Dave Lundein and Brad Oachs.
Norberg, Lundein, and Oachs assumed a more proactive role in
the relationships and negotiations, working to make contracts
more flexible for MP’s largest customers. As so many others at
MP did, they rose to the challenges in front of them.

On April 25, 1996, Norberg held a meeting of MP execu-
tives and managers to develop the repair strategy for the larg-
est account. All those at the meeting stepped up and assumed
strategic responsibility for managing the repair effort. As
Norberg said, “(W)ith industry restructuring coming, we really
didn’t want to lose (the largest account’s) contract (or any con-
tract for that matter). In fact we were committed to using the re-
sults of that contract as a cornerstone of our restructuring effort
for the company.”

To further this relationship building and contract negotia-
tion, Edwards met personally with the largest customer’s gen-
eral manager in Minnesota. Each left his lawyers and support
people behind, which made negotiation much easier. After the
GM and Edwards defined their interests and concerns, Ed-
wards brought those issues back to MP staff so they could cre-
ate customer solutions. As the GM said, “It was a good move by
Bob. He took a big risk, though, because if it didn’t work out
with us, he had no line of appeal left at MP.” For the first time,
the general manager could see that MP was serious about lis-
tening to his plant’s needs.

After the April meeting, Norberg assumed tactical control
of the largest account’s relationship-repair process, managing
the multiple relationships between people in MP departments
and parallel functions at the customer. Edwards, Norberg, and
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MP’s other decision makers had a major insight at this
point—that the large-power marketing department alone
could not drive MP’s alignment around strategic accounts. If
the alignment were not supported by the other functions, one
customer phone call to an old-mindset MP employee might
jeopardize that account relationship—however large. Norberg
does admit, though, that MP’s cultural realignment to strategic
relationship management was made easier by MP’s values.
“Minnesota nice” is much more than an expression. Employees
wanted to have good relationships with customers and see
them succeed. Now management had aggressively given them
such an opportunity.

Norberg began breaking down MP’s functional walls. He
made certain that all parties within MP who would have to im-
plement a contract were consulted and on board before any
deals were struck. He also kept these same people in the loop
whenever a customer meeting or communication occurred. His
basic responsibility was making sure that MP lived up to its
commitments. Norberg’s team included some 30 cross-func-
tional MP employees. He worked with them to gather ideas, to
figure out how to work the regulations in the customers’ favor,
and how to reinforce Russell’s and Edwards’ original message
about protecting and developing critical relationship assets.

INITIAL SUCCESSES IN MINNESOTA POWER’S
STRATEGIC REALIGNMENT

MP’s results in relationship repair were impressive. In mid-1996,
the experts were saying that power deregulation in Minnesota
was no more than two to three years off. Utility customers
around the country were challenging contracts; some were
breaking them. But at MP months of work in relationship man-
agement, alignment, and collaborative negotiation began to pay
off. In August, MP and its largest customer agreed to a new pre-
cedent-setting, 11-year service agreement, which then had to be
accepted by the Minnesota Public Utilities Commission.

In November of 1996, when it became clear that MP’s 18
months of work had paid off, Eric Norberg held a celebratory
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dinner for his 30-member relationship-repair team. At one
point Norberg had the entire group stand in a circle, recognized
people by name, and read their contributions to the repair pro-
cess. Norberg then gave each employee a plaque that had a
newspaper headline mentioning him or her by name, followed
by a story that celebrated each person’s role in turning the rela-
tionship around. It was a celebration and appreciation of all the
efforts of the team members. We consider this public recogni-
tion a best practice in both relationship repair and strategic-re-
alignment work.

The success became official on December 23, 1996, when
the Minnesota Public Utilities Commission approved the
MP-customer contract. MP’s competitors—those firms seeking
to supply power to MP’s largest accounts—were floored, both
by the agreement and by its length. At that point, with deregu-
lation looming, virtually no large-power customer was signing
a long-term contract.

In mid-1997, Norberg wanted to ensure that MP would
learn from its past. He commissioned a learning history about
the repair of its largest customer relationship. The learning his-
tory captured all the key steps in the MP-account relationship
as well as critical decisions, victories, and mistakes. The learn-
ing history was used to train MP executives and staff and to
identify other potential high-risk account relationships.

Bob Edwards held a critical meeting in the fall of 1997 at
Bluefin, Minnesota. Almost everyone to whom we spoke sin-
gled Bluefin out as a milestone in his or her MP career. Thirty
MP leaders, led by two outside facilitators, met to map out
MP’s new strategic direction. Looking back at that meeting, Ed-
wards says, “We saw that for our company to be successful, we
had to work with customers, whether we were regulated or not.
Based on these insights, we flipped the organizational chart,
putting customers at the top, and decided what we were going
to be doing in the next 10 years. I had attended many brain-
storming meetings that never led to anything so I was not look-
ing forward to this meeting. But Bluefin was structured in such
a way that the communication was of a very different sort. The
discussions were very candid. Together key MP areas and
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managers identified our current strengths and weaknesses. . . .
We then decided what we were going to do . . . and, just as criti-
cally, what we were not going to do. We closed offices, consoli-
dated our efforts, stopped selling nonpower products, and
stopped accepting projects below a certain dollar level. We
identified the MP activities that were basically distractions
from where we wanted to go—even if they seemed to offer a big
payoff.”

“What I remember especially about that meeting was that
we had scheduled it for two days, a Wednesday and a Thurs-
day. After two days we saw we would need more time and ev-
ery single participant agreed to meet again—not grudg-
ingly—because they could see that our decisions were going to
reshape the company. I’ll always remember that; it was so dif-
ferent from a traditional utility’s 8 to 5 commitment.” Dave
McMillan, then an MP corporate lawyer with a commitment to
customer relationships, recalls that Bluefin “fundamentally
changed the way we did business.”

MINNESOTA POWER REALIGNS AROUND
CRITICAL CUSTOMERS

After MP mapped out its direction at Bluefin, Edwards rein-
forced his message yet again, this time by restructuring and
staffing MP to meet the needs of its large customers. Edwards
promoted Eric Norberg to vice president of Strategic Accounts,
which sent a strong message to MP and to its customers. He
named Bob Adams VP of Finance and Dave McMillan VP of
Customer Solutions, an entirely new department set up to sup-
port strategic accounts. As McMillan recalls, “We were set up to
provide Eric and the Strategic Accounts group with one-stop
shopping. If they needed analytical help or regulatory help or
anything to do a deal, we had the people ready to help them.
We no longer wanted them to have to go through many depart-
ments to get things done. We’d help them price things out, co-
ordinate any necessary commission filing—such as released
energy. I think this (restructuring) was a brilliant move on the
part of Bob Edwards.” Edwards had created the infrastructure
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that allowed MP’s strategic account managers to focus on their
assigned customers. And Adams, Norberg, and McMillan
formed a team that communicated and coordinated very effec-
tively. This ensured that the large customers would receive the
best that MP had to offer and that the customer-focused mes-
sage continued circulating throughout the organization.

In the first quarter of 1998, Edwards took his message to
virtually all the MP employees—in groups of 10 to 50—explain-
ing the new strategy, how it was arrived at, what MP hoped to
accomplish, and taking questions. If there had been any doubts
as to MP’s strategic direction, they were now cleared up. Every-
one at MP was moving in the same direction—toward meeting
the needs of strategic accounts.

WHY MINNESOTA POWER SUCCEEDED AT
STRATEGIC REALIGNMENT

We asked those at MP why the three-year alignment and re-
structuring around customers had been so successful when so
many other firms had failed in similar endeavors. The MP em-
ployees told us that there were several reasons. First and fore-
most was that the charge had been led by Bob Edwards, who
made his position known and who then staffed and changed
the organization to support that position. As Dave McMillan
says, “There was no way a lesser executive could have pulled
this off.” But it wasn’t just positional power that made Ed-
wards effective. It was, as McMillan says, ”that (Edwards)
showed how much of a personal commitment he wanted to
make by laying out the new strategy for every employee in the
company.”

Another reason for success was that virtually everyone at
MP stepped up to the challenge the firm was facing, assuming
personal responsibility to find solutions. At the same time,
MP’s drive toward strategic alignment was data-driven, from
the customer assessments to the very unpleasant financial
cases developed to show what would happen should MP con-
tinue doing business as usual. And just as critical was Edwards’
and Norberg’s early realization that change could not be driven
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solely by marketing; all functional areas needed to be a part of
the effort. This led the company to develop a number of
cross-functional teams who scored successes by working to-
gether in entirely new ways. That realization also led to the cre-
ation of the Strategic Accounts department as well as the Cus-
tomer Solutions group. Most critically, it led to new
communication processes that meant every MP employee
could keep up with the strategy and what was happening with
the largest accounts.

As Bob Edwards says, “For us, alignment wasn’t just a
program—a flavor of the day. . . . (W)hat we launched is first
and foremost what we are doing today. We truly transformed
the culture. I feel best about that. You wouldn’t hear a different
story if you asked anyone at MP what we did then and what is
really important to us now. Our goals are now inbred in the or-
ganization—and not just in the marketing groups but in all
functions.” Strategic account management was not a sales ini-
tiative. Instead, it was an organizational and cultural initiative,
changing MP’s business model.

Most firms we know started strategic account manage-
ment programs as sales initiatives, creating what were essen-
tially key account selling programs. Key account selling can be
an effective way to generate increased customer revenues. Our
experience has been, however, that getting firm buy-in and
commitment prior to rolling out strategic account management
can take those account relationships and their revenues to a
level far beyond those achieved by key account selling. Suc-
cessful strategic account management programs tend to start
by creating committed and coordinated cross-departmental
executive support groups behind the account management
process. These groups lessen the internal marketing the strate-
gic account manager must do, freeing him to focus on manag-
ing and growing the relationship. The cross-functional groups,
working within an account management process, also tend to
lower the overall costs of sales, especially when they redesign
existing processes to serve strategic accounts. Finally, creating
and managing the internal relationships required to serve stra-
tegic accounts allows the supplier, as we saw with Minnesota
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Power, to chip away at cultural and functional cross-company
issues that limit a firm’s overall
competitiveness and ROA.

Not aligning all functions in
the service of strategic accounts
will, in many cases, create a situa-
tion such as the one we saw with
the Federated story just before
Chapter 1. If, as the African prov-
erb goes, it takes a village to raise a
child, it takes an entire firm to own
and manage a strategic account re-
lationship.

DEFINE STRATEGIC ACCOUNT MANAGEMENT AS
A BUSINESS RATHER THAN A SALES INITIATIVE

How can you ensure that strategic account management will be
a firm initiative?

1. The firm’s senior leadership must see the financial
sense of treating customers as strategic accounts.

2. All key departments need to be heading in roughly
the same direction. The supplier’s cross-functional
executives and managers must work together from
program design to program implementation and,
ideally, after program launch.

3. Departments outside sales must be recognized for
their contributions to strategic account management.

36 PART 1 Getting Everyone Headed in Roughly the Same Direction

If . . . it takes a

village to raise a

child, it takes an

entire firm to own

and manage a

strategic account

relationship.



C H A P T E R 3

Key 2: Create Firm
Alignment and
Commitment to Meet
Strategic Accounts’
Needs and Expectations

In Chapter 1, we examined firms that realized the potential of
account management because they approached it as a business
initiative—a means of optimizing business performance—
rather than as a pure sales initiative. In this chapter, we look at
other companies that, by defining customer management as a
business strategy, were then able to align and mobilize their or-
ganizations to implement that strategy. Organizational align-
ment works when firms gain their employees’ commitment
and thus energize them to serve accounts more effectively. This
chapter examines methods that have helped companies
achieve such alignment, in the hope that you might apply simi-
lar approaches to your firm.

There are four sections to this chapter:

1. What is organizational alignment?
2. What are the benefits of organizational alignment?
3. What makes organizational alignment difficult?
4. How can a firm create organizational alignment?
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WHAT IS ORGANIZATIONAL ALIGNMENT?—
THREE CRITICAL ELEMENTS

For us, organizational alignment means getting every depart-
ment and employee headed in roughly the same direction, con-
centrating their power. Peter Senge says the difference between
focused and unfocused organizational power is the difference
between a light bulb, which throws out scattered light, and a la-
ser, where light is so concentrated that it can cut through steel.1

Organizational alignment offers that kind of focused power for
companies and their most critical customers.

We can cite a near-universal example of diffuse versus
concentrated power in strategic account management. In al-

most every firm, account manag-
ers hand off tasks to other depart-
ments. What happens after that
hand-off differentiates between
the aligned/focused and the un-
aligned/unfocused organizations.
If, perhaps through bitter experi-
ence, the strategic account man-
ager doubts that the employee ac-
cepting the handoff really
understands the task’s urgency,
she is forced to either follow that
individual around or call periodi-
cally to make sure that the job gets
done. This is not a value-added
task for the strategic account man-

ager, except to the extent that it ensures the task gets completed.
Compare that to a firm such as Marriott International, whose
story appears below, in which virtually all employees stand
ready—as a “volunteer army”—to assist strategic accounts.
Here the account manager hands off the task to the account
team and moves on to his next task, secure that the job will get
done. Every minute account managers spend making up for an
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unaligned organization is a minute that could be used to un-
cover new opportunities for mutual value. The true costs of the
unaligned firm are the lost opportunity costs that keep the firm
from realizing its true bottom-line potential.

1. A Common Vision and Set of Values

The first element of alignment is a common vision or picture of
where the company and the strategic account group are
headed. This picture not only keeps the end state in mind but it
also helps employees determine their priorities and make good
decisions in ambiguous times. It helps provide the rationale for
why groups need to work together and it focuses people on the
big picture so they can find common ground. The values guide
employees to achieve the vision.

This picture/vision is often most effectively generated by
a multilevel cross-functional leadership group, using objective
market and customer data. Because the group will articulate
the vision in words, it is important to let them wrestle with a
common understanding of what the words mean. This requires
more than talking. It requires a skillful dialog between people
and departments that will lead to the understanding and com-
mitment that organizational alignment requires. Honeywell
Industrial Automation & Control people, for example, believe
their success is driven by their mission, which in 1999 was “to
create value through a world-class, relationship-centric strate-
gic approach that complements Honeywell’s technology lead-
ership and differentiates its value from that of its competition.”
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2. Systematic and Ongoing Communication of
That Vision and Values

The second component of alignment is systematic and ongoing
communication—both from the customer and deep within the organi-
zation. This communication should reinforce why the firm has
chosen to move toward its vision. As noted in the Introduction
and Chapter 1, this directional focus is quite different from the
multiple and internal focuses that dominate many firms. Objec-
tive customer data—gathered in many ways—allows the vi-
sion to complement the marketing strategy. Successful leaders
and their companies, such as Bob Edwards of Minnesota
Power, invest enormous time and resources ensuring the qual-
ity and effectiveness of the communications process. Skillful
leaders repeat key messages to help focus all employees on the
vision and the near-term goals to achieve it.

Communication processes that pull (not push) the vision
throughout the organization provide a way to introduce and
reinforce the vision, to detail the responsibilities the vision cre-
ates, and to present how well people are performing in those re-
sponsibilities. Such processes do not magically appear. They
must be carefully crafted and used if the vision is going to stay
in the forefront of employees’ efforts. A firm seeking to align it-
self needs to develop systematic communication plans and
processes to make key messages travel to all departments and
levels of an organization.

3. Structural Changes

Traditionally, firms tend to define alignment primarily as a
structural issue: restructuring reporting relationships. Our ex-
perience, however, has been that restructuring without a clear
vision and strong communication support will be a wasted ef-
fort. Some firms then focus on redesigning those processes
serving internal and external customers. Process redesign and
organizational restructuring are certainly major parts of align-
ment. Our experience, however, has been that unless the re-
structuring follows the agreed-upon vision, restructuring for
alignment tends to fail.
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We have seen well-intentioned companies allocate large
budgets for setting up and staffing a strategic management
function and then have no money left for planning, support,
training, or internal marketing. They believed that creating
the department would be enough. Because strategic account
management is a very different
way of working with customers,
though, these programs often fail
through lack of support.

The goal of strategic account
management is to work smarter,
not harder. Without a vision, de-
partments and their employees
will continue to follow their own
directions. Without systematic
communication processes that promote the voice of the cus-
tomer and the goals of the organization, developing that vi-
sion can easily turn into an academic exercise. Without work
process redesign/reengineering, employees might know of
the vision but will not move toward achieving it in the most
effective way. In our experience, firms cannot work smarter
unless all three of these elements are addressed simulta-
neously.

WHAT ARE THE BENEFITS OF ALIGNMENT?
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Aligned firms, such as Honeywell Industrial Automation &
Control Solutions or Minnesota Power, ultimately reduced
costs through more collaborative customer and supplier rela-
tionships. When the firm is committed to the strategy, it will
take significantly less time—and fewer resources—to get
things done. Processes and systems will take care of all that can
be systematized; increased employee urgency will cover those
actions not appropriate for process redesign.

In Getting Partnering Right, Neil Rackham et al. present the
Motorola-United Parcel Service case, in which Motorola found
itself “too slow to respond to the changing needs of customers,
who increasingly were moving to just-in-time manufacturing
and reducing their inventories. Customers were demanding
faster shipments but they didn’t expect to pay premium rates to
get them.“2 Motorola decided to find a distribution partner
who could work closely with it to create a new process.

It chose UPS, which created a more effective, aligned ship-
ping process with Motorola and immediately created a 60+ per-
cent savings in shipping time by cutting out wasteful steps in
the shipping process. Sharing data further cut costs “by reduc-
ing the re-keying of shipping information and eliminating du-
plication in customs documentation and other paperwork.”3

As the partnership has grown, more than 60 percent of prod-
ucts were shipped direct, “so Motorola has been able to dis-
mantle some of its own high-overhead distribution infrastruc-
ture,4 which resulted in greater cost savings.

At this point, UPS was not selling shipping; it was selling
one of its core competencies: logistics. One way of defining a
core competency is the ability to bring expertise and aligned
processes to bear on a customer problem.

But reduced costs are not the only potential benefit for the
aligned supplier. Increased alignment means greater employee

42 PART 1 Getting Everyone Headed in Roughly the Same Direction

2 Rackham, N., et al. (1996). Getting Partnering Right: How Market Leaders Are
Creating Long-Term Competitive Advantage (p. 59). New York, McGraw-Hill.
3 Ibid, p.59.
4 Ibid, p.60



satisfaction and loyalty. Employees get to spend time on im-
portant tasks rather than on constant rework. They can make
better, more informed decisions
because their priorities are clear.
Because everyone has recognized
that they are responsible for ac-
count satisfaction and loyalty, ev-
eryone becomes part of the firm’s
value offering. For many—if not
most—employees, being part of
important work, adding value,
and making a difference are criti-
cal motivators.

Aligned suppliers minimize
internal bottlenecks that could have undermined relationships.
That frees them to spend more time “mining” for opportunities
to increase account share. Employees at such firms tend spend
less time worrying about covering their own inefficiencies and
more time focusing on the accounts’ needs. They can really listen
to the account contacts. If you have ever had anyone make the ef-
fort to really listen to you, you know what a profound experience
it can be.

Once employees really hear customers, then your firm
suddenly has many customer champions looking for business
problems, solutions, and ways to co-create value. And as they
create joint value, the relationship tends to get better and
better, and the customer tends to grow more and more
loyal—no matter how volatile the market. Think of
Honeywell IACS’s 61 percent growth in a flat-to-declining
market. In our experience, selling competencies is almost al-
ways a higher-margin sale than selling standard offerings.
Alignment helps the bottom line grow while offering real
power to differentiate, particularly because alignment is so
difficult to achieve. But those firms that do align with custom-
ers tend to be market leaders—such as Johnson & Johnson,
Honeywell Industrial Automation & Control Solutions, and
Marriott International.
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WHAT MAKES ALIGNMENT SO DIFFICULT?

Before we look at specific companies’ approaches to alignment,
let’s consider why it is so difficult to gain organizational com-
mitment to an account management strategy. When we create
organizations, we tend to reflect our humanity. Organizations,
like people, tend to be inherently selfish. We—and our
firms—tend to worry most about how things affect us directly,
how we can be recognized, and how we can avoid frustration
and confusion. It is, therefore, often more important for us to
please our boss, who directly determines our raises, rather than
pleasing the customer, whom we may never see. Because of
those priorities, it is sometimes easier for us to see account re-
quests as nuisances.

We tend to prefer predictability over change, so we create
processes to make things more predictable. And, anyway, com-
panies are always trying some new management program or
strategy. Many employees believe that if they keep their head
down long enough, account management, like other programs,
will just blow away, until it gets replaced by some new program,
which will also blow away. Many employees undoubtedly wish
that their CEO would stop reading management books.

There is some exaggeration here, but not much. Align-
ment’s first challenge is getting executives from many depart-
ments to create the common vision, which ideally speaks to a
firm’s largest customer relationships. Creating this vision re-
quires strong dialog skills, something often lacking in man-
agement teams. The team requires strong trust among the
team members so people can safely and productively dis-
agree. It requires that management focus as much on the pro-
cess of working together to create a vision as they do on the
task itself. And because few management teams function this
effectively, great visions that generate enthusiasm and com-
mitment are hard to come by. Great visions require hard work
and soul searching, but the payoff in terms of organizational
performance is huge.

Once a company communicates the vision, its second
challenge is permeating that message throughout the company
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and translating that vision into specific tasks. Vision builders
need to present why the firm has chosen the vision so employ-
ees become committed to that direction. It’s the most challeng-
ing kind of sale—one that asks people to do their work differ-
ently and to reframe their definitions of “account” and
“success.”

The company must reinforce its commitment to that vi-
sion again and again, a vigilant reinforcement that is exceed-
ingly tough. One firm we know actually started measuring the
amounts of time executives spent visiting and speaking to cus-
tomers. Other firms recognize people for their commitment to
the vision. Several of these firms have extra-mile clubs, in
which employees receive recognition and sometimes prizes for
having gone the extra mile in helping customers. These em-
ployees see to it that their company tracks down a strategic ac-
count order, solves a problem, or answers a question in a timely
manner.

Implementing the vision requires creativity, internal sales
skills, high levels of accountability, the right accounts, and con-
stant reinforcement. Each of these items requires tremendous
self- and organizational discipline, a particularly challenging
requirement at a time when a firm’s short-term bottom line can
rule. In too many firms, “the urgent drives out the important.”5

We have seen companies in which one executive destroyed
great visions and relationships by making a short-term re-
sources decision with a strategic account. Consider the sales ex-
ecutive who scrapped long-term program goals by offering
huge incentive bonuses for exceeding one quarter’s sales fore-
cast. Strategic account management was essentially put on
hold, customer relationships weakened as it became increas-
ingly difficult to reach account executives, and the firm’s com-
mitment to the program withered.
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HOW CAN A FIRM CREATE
ORGANIZATIONAL ALIGNMENT?

1. How Account Aligned Is Your Firm?

Let’s start with a checklist we generated by analyzing several
hundred interviews with lost accounts. We have given the
checklist to several thousand account managers and directors
of account management programs. Those who have taken it
generally identify processes and systems to improve. The
checklist always leads to productive discussion.

HOW ACCOUNT ALIGNED IS YOUR FIRM?6
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F I G U R E 3– 3

How Account Aligned Is Your Firm?

Strongly
Disagree

Strongly
Agree

1.

My firm defines strategic account
relationships as its most valuable assets
and defines resource allocations toward
them as investments rather than costs.

1 2 3 4 5 6 7

2.

My firm has numerous financial,
nonfinancial, and long-term goals for its
strategic account management
program—such as incremental revenue,
developing account profiles, plans, retention,
account share, satisfaction, loyalty, etc.

1 2 3 4 5 6 7

3.

My firm makes sure that every employee
with any strategic account contact is
account-focused, i.e., understands his/her
marketing role and is ready/able to take
responsibility for solving account problems.

1 2 3 4 5 6 7

4.

To minimize inconsistent communication
and unreliability, my firm captures and
communicates all commitments made to
strategic accounts and tracks its
performance regarding those commitments.

1 2 3 4 5 6 7

5.
My firm makes sure our account managers
manage no more than 40–60 total personal
relationships at strategic accounts.

1 2 3 4 5 6 7

6 ©S4 Consulting, Inc.
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F I G U R E 3– 3 (Continued)

How Account Aligned is Your Firm?

Strongly
Disagree

Strongly
Agree

6.

My firm’s account managers have identified
those strategic account contacts with whom
they are incompatible and have designated
another team member to manage those
relationships.

1 2 3 4 5 6 7

7.

My firm’s strategic account listening and
feedback systems are sophisticated
enough to give us adequate warning when
an account contact is about to change.

1 2 3 4 5 6 7

8.

My firm recognizes how disruptive it is to
change a strategic account contact, so we
have developed recovery strategies to
minimize the negative impact on the
relationship when such a change happens.

1 2 3 4 5 6 7

9.
We measure our performance with strategic
accounts based on standards that account
contacts have defined.

1 2 3 4 5 6 7

10.

My firm’s internal systems and processes
are all focused on exceeding strategic
account expectations rather than on the
ease and efficiency of internal processing.

1 2 3 4 5 6 7

11.

During our recent size change (growth or
downsizing), we carefully examined any
negative strategic account impact before
we removed/added people or changed any
process.

1 2 3 4 5 6 7

12.

Because our size has been changing, we
have established strategic account delivery
standards that tell us when processes are
starting to get overburdened, unresponsive,
or underutilized.

1 2 3 4 5 6 7

13.

Our market listening and feedback system
is sophisticated enough to identify and
leverage any technological breakthrough in
our industry.

1 2 3 4 5 6 7

14.
Our research and development sets the
industry standard. 1 2 3 4 5 6 7

Total Score



Some observations on final scores. No matter who fills this
checklist out—line workers, managers, VPs of sales, or
CEOs—the vast majority of people rate their organization at
56 or below. That score signals major developmental oppor-
tunities. A 56 means an average rating of 4 for each question,
a score we see as neutral. In the case of critical customers, this
score means danger—your accounts have no particular rea-
son to leave you; neither do they have any particular reason
to stay.

Comparing scores by various internal groups can be partic-
ularly interesting. How does management’s perception differ
from that of the line? How does customer service’s perceptions
differ from those of sales? How does manufacturing’s/opera-
tions’ perception differ from that of sales? Looking at the scores
from multiple perspectives provides opportunities for rich dia-
log and insights.

2. Review Your Strategies

Think about your corporate and strategic account management
strategies. Then answer the following questions:

If you answer “no” to any of these questions, you have
some major tasks ahead of you.

48 PART 1 Getting Everyone Headed in Roughly the Same Direction

F I G U R E 3– 4

Strategy Questions

1. Could someone deep in the organization explain your corporate and
strategic account management strategies?

2. Do you have a written strategy for strategic accounts?

3. Are the end points of the strategies clear?

4. Will your average worker be able to use those strategies to make
decisions and prioritize tasks?

5. Do people know what your firm is not going to do?



3. Drive the Voice of the Customer Deep
Into the Organization

If you are aligning your organization around the customer, the
voice of the customer needs to be loud and clear throughout the
organization. There are a number of ways to do this.

Some companies—such as Nationwide Retirement Ser-
vices (NRS), a strategic business unit of Nationwide Financial
Services—have begun a “Voice of the Customer” Program. On
a regular and proactive basis, NRS features customers through
on-site visits, customer-focused newsletters, fun facts, any-
thing that helps employees better understand what it is like to
walk in the customer’s shoes.

As Karen Eisenbach, a senior VP at NRS says, “We were so
focused on doing our jobs that many employees forgot the rea-
son we were working so hard. We needed an outside-in ap-
proach to get and keep everyone focused on the customer. Al-
though you certainly can get that perspective from field
personnel and customer satisfaction surveys, there is nothing
as powerful as having the customer address your employees
directly and making certain that—in a variety of ways—the
customer is a living and breathing part of what you do every-
day.”7 By bringing the customer’s voice inside the building,
NRS has been able to show employees that, while Nationwide
cuts their checks, the customers pay their salary.

Gathering objective customer data in as many ways as
possible to validate the findings is another powerful way to
drive organizational change and alignment. Methods to collect
such data include traditional market research, third-party ac-
count assessments, satisfaction surveys, and analyzing ongo-
ing customer complaints and requests.

Market research is the most popular and certainly one of
the most effective ways to get customer information. We will
see below how Knauf Fiberglass creatively gathered customer
data by using focus groups and surveys, classic marketing re-
search tools.
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Third-party account assessments are another powerful
and objective way to gauge how the relationship is working
and to identify opportunities for account planning. Such as-
sessments should be conducted with carefully designed instru-
ments and face-to-face interviews. It has always amazed us that
executives who will not fill out a 10-minute satisfaction survey
will give you 60 to 90 minutes for an interview. The primary
purpose of these account assessments is to more objectively
hear accounts’ hopes, concerns, and expectations. The assess-
ments emphasize the customers’ strategy and business chal-
lenges and how the supplier can most easily help accounts
achieve their business objectives.

In these interviews, skilled questioners also ask multiple
account contacts to rate both their service- and relationship-
quality expectations and how well the supplier is performing
against these expectations. The interview data the questioners
generate includes quantitative analysis of those ratings and,
more critically, detailed customer stories that explain those rat-
ings. Analyzing this data is one of the most robust ways of un-
earthing the drivers of account loyalty. The ultimate benefit of
this approach is that not only do you get valuable information,
but you reinforce the relationship by demonstrating through
your investment how much you value customers and their
opinions.

Perhaps the best executive case made for strategic account
assessments comes from Bob Protzman, former vice president
of marketing at Schneider National, the world’s largest trans-
portation company. When Protzman spoke at the Conference
Board’s 1998 Relationship Management Conference, he de-
scribed some of the reasons that he hired a third party to inter-
view the company’s critical accounts systematically:

First, you will get dispassionate, objective observers who are
well trained and seasoned interviewers. They know what ques-
tions to ask and, sometimes more important, how to ask them.
And they’re not inclined to start disagreeing with the customer
by defending themselves when the customer begins to criticize
us. That’s very hard for your own people to refrain from doing.
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Remember, you need to define reality on the basis of the cus-
tomer’s perceptions—not your own.

Second, customers are much more likely to be up front and
honest with an information broker than they are with you. We
continually get information from these interviews that we have
never heard before, and we’re talking to these people all the
time!

Third, the customer is really impressed when you call in
third parties to get to the bottom of a relationship problem.
Clearly, it nails one problem that is almost always at the heart of
troubled relationships—the perception that you don’t care. . . .
One of those [customers] was one of the largest home center re-
tailers, and this intervention by outside professionals was nec-
essary to get a meaningful dialog going with them.

I still remember the Key Account Assessment report on
the paper manufacturer. . . . Although the [numbers] on satisfac-
tion weren’t terrible, the qualitative feedback was a wake-up
call regarding many of the soft issues. Advice and contextual in-
formation like this is vitally important, and there is no way we
could have come up with most of this on our own.”8

Protzman effectively provides the rationale for third-
party strategic account assessments, but knowing strategic re-
lationships’ service- and relationship-quality expectations is
not enough. The supplier will then ideally improve those areas
where it is not performing to expectations—the process rede-
sign mentioned earlier.

Below is the story of Knauf Fiberglass, a firm that cre-
atively and systematically learned its major customers’ expec-
tations, and then used the data to align internal departments
and make major performance improvements. The Knauf Fiber-
glass story presents all three of our alignment elements: creat-
ing a vision, developing better communication approaches
with customers and within the firm, and redesigning processes
that serve both the internal and external customer.
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KNAUF FIBERGLASS CASE—VIDEO FOCUS
GROUPS AND EMPLOYEE SWAT TEAMS

Knauf Fiberglass, headquartered in Shelbyville, Indiana,
makes insulation and other building products for residential
and industrial/commercial applications. Knauf’s strategic ac-
counts are its distributors. In the early 1990s, Knauf began to
get rumblings from these distributors about product and ser-
vice quality issues. Knauf executives, though, did not want to
allocate resources for fixing things until they could prioritize
their largest distributors’ expectations, needs, and what they
thought needed to be fixed.

Knauf arranged for six videotaped focus groups (two each
in three locations across the United States) to assess its critical
distributor relationships. The focus groups helped determine
(1) what distributors expected from a world-class fiberglass
manufacturer, (2) which Knauf/distributor interactions were
critical, and (3) which of Knauf’s interactions it performed ef-
fectively and which Knauf did not perform well. At this point,
Knauf had 12 hours of raw customer video, much of which
Knauf executives watched. Knauf then had a 50+ question,
in-depth survey designed, based on the critical distributors’
needs and expectations—as stated in the video focus groups.

Jeff Brisley, vice president of residential sales, managed
the distributor assessment project in a way that helped
Knauf’s culture become more aligned on the distributors’
needs. Historically, Knauf suffered from the common split be-
tween sales and other functions. Because Brisley knew that the
assessment results would impact many areas outside sales
and marketing, he asked executives from other departments
to join the customer satisfaction steering committee. This deci-
sion, as one Knauf executive said, “was the single best we
made in the whole project—and it was a very successful pro-
ject.” The steering committee included decision makers from
finance, marketing, manufacturing, logistics, and sales. It is
another example of a firm that turned a sales initiative into a
business initiative, breaking down internal and external barri-
ers as it did so.
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Knauf mailed the in-depth survey to its distributors and
received a phenomenal 90+ percent response rate. It showed
that Knauf had an excellent relationship with its distributors
and also prioritized those areas that needed to be improved.
When the survey had been both qualitatively and quantita-
tively analyzed, the conclusions were presented to the Knauf
executive team. Knauf then returned to the video focus
groups and had two 20-minute edits made—one targeted at
plants that produce residential products and one targeted at
plants that manufacture industrial/commercial products.
Knauf then sent joint teams of marketing and manufacturing
people to each plant (to show both areas supported the
study). The Knauf presentation teams gave the overall con-
clusions and then showed the appropriate video focus group
to each of the four shifts (three
shifts and a swing shift). An open
discussion followed. Knauf paid
all employees for their time, an-
other signal of how serious the
firm was.

In the last two decades, we
have again and again seen em-
ployees who are more willing to
change their behaviors for custom-
ers than they are willing to change
behaviors for their supervisors.

Employees want to do the
right thing. In many cases, though,
their firm has not told them what
the right thing is because it lacked
objective customer information. In the absence of that informa-
tion, employees will simply do whatever they are rewarded
for—which may directly contradict what the customer wants.
Or, just as common, the right thing in sales is substantially dif-
ferent from the right thing in operations or manufacturing or
billing, etc. Knauf creatively used a traditional market research
technique that allowed customers to speak directly to its em-
ployees, telling them what was right and what was wrong.
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Knauf then challenged all employees to do the right things
more effectively.

To help its customers and employees, Knauf set up
cross-functional multilevel SWAT teams to attack the problems
the assessment had isolated. Some of these problems could be
fixed quickly; others required 12 months or more. The critical
point is that, at a time when Knauf was stretched thin (needing
a new plant to meet increased customer demand), employees
dived in and fixed the issues the distributors had identified.
And the fixes were not temporary. When Knauf repeated its as-
sessment in 2000, there were almost no overlaps between prob-
lems uncovered in 2000 and those discovered in the early 1990s.
And of the few overlaps identified, the gaps between what the
distributors expected and Knauf’s performance were signifi-
cantly smaller than those found in 1993.

The assessment/alignment process was so successful that
Knauf considered it important to develop a mission, vision,
and values statement that reflected what the company was and
what it wanted to be. In the mid-1990s, Knauf developed the
following mission, vision, and values statements:
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F I G U R E 3– 5

Knauf Quality Quest

What are we here to do? (Mission)

To manufacture and market fiberglass insulation products that customers
prefer.

What do we want to be? (Vision)

The best national manufacturers of fiberglass insulation products as
measured by product quality, service quality, and financial performance.

What are the rules? (Values)

To accomplish our vision, we must . . .

Create an atmosphere of continuous improvement;

Create an attitude of customer satisfaction from the inside out;

Create a sense of dignity in all positions; and

Operate under the priorities of safety, quality, and productivity.



Knauf then carved those statements down to specific ob-
jectives and performance goals for employees who interact
with the distributors. Through politically savvy project man-
agement, the active buy-in of multiple executives and their
departments, the direct voice of the customer, and what it ad-
mits was more than a little luck, Knauf created a mission, vi-
sion, and values statement and developed better internal and
better customer relationships. By communicating deeply
within the firm, Knauf moved many employees from compli-
ance to customer commitment. And an unintended result of
the assessments and SWAT teams was that Knauf’s employee
satisfaction rose dramatically.

Yet another way to align your organization comes from a
firm known for its global customer focus—Marriott Interna-
tional. Marriott is famous for hiring for and continually rein-
forcing customer focus in its culture—even with the tradition-
ally high turnover of its industry. Marriott’s alliance account
directors are able to leverage that customer focus with employ-
ees around the world by creating global and national teams
dedicated to those customers. What makes the case special is
that team members receive no direct compensation for serving
these accounts—and the results are outstanding.

MARRIOTT INTERNATIONAL’S ALLIANCE
ACCOUNT DIRECTORS AND THEIR
“VOLUNTEER ARMY”

Marriott International is a global corporation, with 13 brands of
hotels and 2,400 total properties in 70 countries. Marriott’s
global customers are Fortune 100 firms that only want to speak
to one Marriott representative. This customer expectation
drove the creation of Marriott’s Alliance Account program in
1997. The Alliance Account program, with 12 account directors,
is now responsible for a portfolio of 30+ accounts that generate
more than $800 million of Marriott’s total annual business.
While alliance account directors are critical, though, they com-
prise only one half of Marriott’s marketing equation.
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Marriott employees around the world comprise the other
half. When alliance account directors devise a business solution
for a global account, they depend on Marriott resources to help
implement it. These resources might be national or regional
sales leaders, subject-matter experts in information technology
(IT), revenue management, operations, telecommunications,
finance, or even furniture rental.

While creating the Alliance Account program, Marriott
faced the question many organizations face: How can we coor-
dinate the activities of hundreds of employees around the
world to ensure that any value-added implementation is trans-
parent to the customer? More critically, how do we get them to
devote their time to something for which they will receive no
direct compensation?

Steve Richard, VP for alliance accounts, says global
cross-functional teams offer an ongoing challenge at Marriott,
but the firm has successfully leveraged Marriott’s many com-
petencies to serve alliance accounts. An alliance account direc-
tor will start working with a given customer. She will immerse
herself in the account’s business challenges and then will start
thinking about offering a business solution. She will determine
what sort of resources she needs and will request that appropri-
ate Marriott people—anywhere from 5 to 50—meet, sometimes
in person, sometimes on the phone. At the meeting she presents
the solution she’s created, provides the value propositions for
both Marriott and the account, and asks for the group’s sugges-
tions and assistance.

Richard says that the alliance account director is the team
leader, responsible for generating excitement and creating a
sense of urgency—what we sometimes call a “burning plat-
form”—for all team members. In most cases, Richard says, em-
ployees will do what they can to help. And while they do not re-
ceive direct compensation, by implementing the solution, they
make the Marriott organization stronger and more nimble and,
in many cases, generate more business for their region, market,
and/or area of expertise.

Iris Riemann, based in Frankfurt, Germany, a Marriott In-
ternational alliance account director since 1999, is a perfect ex-
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ample. She serves two global accounts, one of which is Siemens,
the $75-billion-dollar electrical engineering and electronics
firm. Siemens is based in Munich but has a presence in 190
countries; it has 250,000 travelers a year, almost half based in
Germany. These facts create interesting challenges for a global
account manager.

Before 1998, when Marriott named Siemens an alliance
account, the two firms’ relationship was very fragmented,
very local—almost nonexistent. In 1997, Siemens took the first
step in centralizing its travel management, creating its Corpo-
rate Mobility Services (CMS). At the same time, though,
Siemens maintained its country travel groups. These groups,
each with differing cultural, country, and performance-man-
agement standards, report to the Siemens country headquar-
ters, with only a dotted-line relationship to Siemens CMS. So
even if Siemens corporate agreed to a special travel arrange-
ment, the country travel groups did not have to comply with
that agreement.

When Riemann was named Marriott alliance account di-
rector for Siemens, she immediately immersed herself in
Siemens’ business challenges. In 1998 Marriott had offered
Siemens CMS centralized pricing for 1999. When Riemann took
over the same year, she pulled together a cross-functional
Marriott account team to support the German Siemens travel
managers and meeting planners it could locate. Later that year
Riemann met with the Siemens’ country travel groups, present-
ing how she and Marriott might help support their travel poli-
cies and lower their travel and lodging costs. As she helped the
various country groups, Riemann began to act as a link be-
tween those travel teams and Siemens’ CMS. She found herself
providing both groups with information and resources they
lacked. All of Siemens travel groups, for example, were glad to
receive regular reports listing spend/room night figures for all
their travelers.

Centralized pricing and the dedicated Marriott account
team worked so well that in late 1999 Riemann and her team ex-
tended the relationship with Siemens travel managers in other
countries. Riemann contacted Siemens’ travel management in
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the United States, in the United Kingdom, and also in Hong
Kong, Singapore and Beijing, all major Siemens markets.
Riemann also appointed Marriott account team leaders in these
locations to build up local Siemens account teams. Local ac-
count teams included alliance account members, market sales
leaders, sales leaders of key Marriott hotels, and various subject
matter experts. Overall and local team membership changes as
Siemens’ business challenges change. The most critical addi-
tion to the Siemens team was Karl Kilburg, senior vice presi-
dent for Marriott in Continental Europe, who accepted the role
as the Marriott Focused Executive to Siemens globally. Kilburg
helped Marriott escalate the relationship to a strategic level,
sponsoring a multimillion-dollar joint technical venture be-
tween Marriott and Siemens.

Marriott also invited Siemens travel managers to Marriott
International headquarters in Washington, D.C., where they
met with members of the Siemens account teams, Marriott HQ
subject-matter experts, and senior executives representing
sales, marketing, and other areas critical to the account. These
travel managers appreciated both the ease of doing business
with Marriott and Marriott’s ability to support their e-business
approach within travel management. Riemann and Marriott
had set up electronically bookable room allocations through
Siemens’ TravelNet. Riemann and her team—now numbering
between 20 and 30—actively support Siemens Travel Manage-
ment by increasing use and acceptance of TravelNet. Dedicated
Siemens room allocations currently apply only to 15 German
hotels, but Marriott will soon roll it out in other European coun-
tries where Siemens uses TravelNet.

Since early 2001, Riemann and her team have been adding
individual team members in those countries where Marriott has
only a few hotels (Poland, Denmark, Canada, etc.). With these
teams in place, and with Marriott’s ability to support a Global Ac-
count Program, Marriott has become Siemens’ Corporate Travel
Management’s “favorite hotel supplier,” and is now (since 2001)
Siemens’ No. 1 hotel company in lodging expenditures.

What has Siemens received from the relationship? Marriott
International tracks its alliance accounts average spend/room
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night. In 2000–2001, the average Siemens traveler spend/room
night decreased by $8 from the previous year. (With about 220,000
Siemens room nights per year, total savings comes to $1.76 million
per year.) And the Marriott-Siemens high-tech joint venture, bent
on bringing the latest web technology to the business traveler,
may offer the greatest benefit of all. It is an offering Siemens and
Marriott can both use and sell to other hotels.

What value has Marriott received? In 1998, Siemens’ listed
only 52 Marriott hotels in its preferred hotel directory. In 2000
that number had jumped to 204. In 1998 Marriott sold 100,000
room nights to Siemens. In 2000 that number surged by 80 per-
cent, to 180,000. Since Marriott started treating Siemens as an
alliance account, Siemens’ annual business with Marriott has
gone from $7+ million/year in 1998 to about $17+ million/year
in 2001, more than a 140 percent increase.

Reimann is clear that this sales leap would have been im-
possible without the coordinated and dedicated efforts of
Marriott Siemens account teams around the world. Reimann
created the initial value proposi-
tions and sense of urgency for
serving Siemens. She then worked
with the teams to refine and de-
liver those propositions. She man-
aged the communication with and
coordination of her account team
members.

She calls these team members
her “volunteer army” and it is an
apt phrase—even though the vast
majority of team members do not
report to her. Marriott has contin-
ually shown itself able to align
around the needs of its largest ac-
counts—a rare and, as we have
seen, a very profitable skill.

Marriott has successfully made its Alliance Account pro-
gram a business initiative for critical customers and broken
down divisional barriers, just as Knauf, Minnesota Power, and
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Honeywell did. Firms that successfully implement strategic ac-
count management usually need to align internal relationships
and processes before, during, and after the program’s launch. In
our experience, the most successful account management pro-
grams are based on data—financial and customer-based—and
are committed to continuous improvement.

CREATE FIRM ALIGNMENT

What can you do to ensure that your firm is aligned for strategic
account management?

1. Make certain you have:
• Clear corporate and account management strategies

on which to align;
• Clear value statements to guide the alignment; and
• Internal communication programs that drive and re-

inforce those visions deeply into the organization.
2. Develop a “voice of the customer” program to help

employees walk in the customers’ shoes.
3. Conduct regular and multiple types of assessments

on critical customer relationships.
4. Drive robust customer information deep into the

organization. At one point, Disney was supposed to
have more than 200 ways of listening to its
customers. How many ways does your firm listen to
critical accounts?

5. Customize cross-functional teams to solve account
problems as they arise.
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C H A P T E R 4

Key 3: Start with the
Right Number of the
Right Strategic Accounts

Strategic account management is as much about
deselecting accounts you don’t want as it is about selecting
the accounts you do.

Das Narayandas, Ph.D., Harvard Business School1

In this chapter we will discuss the need for focusing on the right
number of the right kind of strategic accounts. We’ll discuss:

1. How to examine strategic accounts.
2. How to conduct a high-level portfolio analysis.
3. Using strategic account selection criteria.

Firms moving into strategic account management are
sometimes tempted to start big—either by starting their pro-
gram with 150 strategic accounts or by simply declaring their
50 largest revenue producers strategic accounts (whether or not
they are profitable). Potential problems are bound to arise if a
supplier chooses either direction and aggressively pro-
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motes—before rollout—the program’s heightened service and
relationship quality. If a company makes pre-rollout promises,
suppliers, in our experience, will almost certainly find huge
broken or nonexistent processes and systems early in their ac-
count management implementation. These processes may re-
quire months or even years to fix, and, while they are being
fixed, customers will not receive their promised service levels.

The danger in choosing customers solely for their revenue
levels is that you may find yourself making large investments

for little or negative return. We
have seldom conducted a portfolio
analysis in which there wasn’t
some huge revenue producer that
was unprofitable. There may be a
reason to keep such an account: it
may be a marquee account, a
slowly emerging opportunity, or
an overhead account. But in our

experience, if a firm has enough overhead accounts, its balance
sheet can start repelling investors. The unexamined customer,
in our experience, is often not worth having.

WAYS TO EXAMINE STRATEGIC ACCOUNTS

What is a strategic account? Strategic accounts are customers
who most readily help a firm achieve its strategic and financial
goals. As one firm’s chief sales officer said in responding to this
definition, “I get it. The problem I’m having is that we don’t
have a real sales strategy except for hitting our numbers every
month.” Suppliers without strategies often simply declare
large revenue producers and/or marquee customers strategic
and, in many cases, they remain so forever. Other firms have
developed different strategies for each of a small number of ac-
counts, which is less cost-efficient than an overall marketing
strategy, but at least this is better than ad hoc strategic account
management (as Honeywell IACS discovered).

Firms with clear strategies often enjoy another distinc-
tion with strategic accounts: as the relationship progresses, it
changes. Accounts begin to see your firm not as a vendor de-
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livering a commodity, but perhaps as a chosen supplier deliv-
ering differentiated value—through various kinds of contri-
butions. A handy tool can help you both classify how your
accounts see the value you provide and help you determine
how to move those accounts to the next level. We call this tool
the Buy-Sell Hierarchy.2 Understanding where your custom-
ers perceive you to be on the Buy-Sell Hierarchy is important
when determining the resources and costs required to grow
customer relationships.

At the lowest level of the buy-sell hierarchy, the account
sees you as a commodity vendor, competing purely on price.
At this level you will need to continue price competition unless
you can move up the buy-sell hierarchy. If you move up the
steps, the account may then recognize you as differentiating on
product (level 2) or service quality (level 3). Given the emphasis
on product and service quality in the last 20 years, in many mar-
kets quality is the price of entry. If product and service quality
offer a way to differentiate, in many cases, the differentiation is
short-lived. If your strategic account manager, however, can
truly start helping your accounts with business and organiza-

CHAPTER 4   Key 3 63

F I G U R E 4– 1

The Buy-Sell Hierarchy

Decrease

Competition

Price
Sensitivity

Importance
of Features

Increase
Sell Product

Make an
Important

Contribution

2 Miller Heiman, Inc.



tional issues (levels 4 and 5)—helping their revenues grow,
minimizing their costs, positioning them more effectively in
the marketplace—the relationship can change dramatically.
Few suppliers make it to these top two levels. But those who do
find their accounts treat them as “trusted advisors,”3 in the
words of David H. Maister, combining high levels of technical
expertise and interpersonal skills to help their customers. As
difficult as these levels are to achieve, at this level of relation-
ship, competition is almost nonexistent and value flows freely
in both directions.

But some customers would never allow this business/or-
ganization level of relationship. They tend to see suppliers as
vendors, period. If one of your strategic accounts does not see
the value in your increased investments, or thanks you for
them and asks for deep discounts, it may make little sense to
keep defining them as strategic or to invest more in the relation-
ship. It is a very hard lesson for some firms, but some clients just
want a good product at a good price—nothing more. We have
seen customers tell suppliers to get rid of the extra services—
such as a strategic account manager—and to remove those ser-
vice costs from the prices they are paying.

As one example of buyers who prefer straight vendors, a
high-tech manufacturer in the 1990s named several hundred
large revenue producers as “enterprise” customers. Then, be-
fore program rollout, the firm conducted a follow-up and
wide-ranging portfolio analysis on those accounts. The analy-
sis determined that a significant proportion of these customers
was not looking for a strategic supplier, but rather for a vendor.
They preferred an inside salesperson to sell them, not a strate-
gic account manager. Whoever suggested the portfolio analysis
should have received a huge bonus because it saved the
high-tech firm tens of millions of dollars in unwanted sales and
service costs. The portfolio analysis also caused the firm to cre-
ate different sales channels to sell to the customers in the ways
they preferred to buy. Before rolling out strategic account man-
agement, customer assessments and portfolio analyses are
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more than just good ideas. They can guide your strategic plan-
ning tremendously and help you wisely invest your resources.

You also might copy another approach to initiating strate-
gic account management by examining what a medium-sized
manufacturer did in the mid-nineties. The firm started its stra-
tegic account management pilot by focusing on three of its five
largest and most critical customers—its co-destiny accounts. It
chose the three after in-depth account assessments and portfo-
lio analyses (which found that the other two accounts had very
low profitability at best). There was no question that these three
firms deserved a higher level of attention. The supplier’s only
concern was whether it would receive a clear return on its stra-
tegic investment.

The firm therefore started the implementation not with
promises, but by letting the three customers know that it would
like a closer relationship with each of them. The supplier
needed to develop new processes and systems, but by treating
each of these as a value-added initiative and presenting them as
such, all three accounts were very pleased by the program. The
new closeness that developed through the changed systems
and processes allowed the SAM to understand the accounts’
needs more deeply than she had before. Within 18 months, the
supplier was doing joint R&D projects with two customers and
working on a large joint venture with the third account. The
supplier’s strategic initiative had also increased its revenues
with these three accounts by almost 50 percent, with signifi-
cantly increased profitability.

Twenty-four months later, the supplier started rolling out
the program to another five large customers. It was more than
comfortable with the ROI on its first investment in strategic ac-
count management—both in dollars and in greater customer
loyalty.

The next year, the supplier created a second pilot for a “ju-
nior strategic account management” program, which lever-
aged the systems and processes already developed to focus on
medium-sized customers with large opportunities. The sup-
plier staffed the junior program with people whom it thought
had the skills to be strategic account managers. The firm
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thought of the junior pilot as the account management “farm”
system, where people could learn as they developed custom-
ers. As it happened, the medium-sized account management
program generated millions in incremental revenue and
trained 10 account managers who were soon ready for the “big
leagues.” This two-sided program became the single most ef-
fective marketing initiative the firm had launched. The sup-
plier attributed its success to going slowly, starting with an in-
tent rather than with promises, developing processes as
needed, and quantifying the value it delivered along the way.

Defining too many customers as strategic too often makes
it very difficult for the program to demonstrate a timely return.
A firm that sees itself as having been burned might justifiably
resist continuing strategic account management. Trying to fo-
cus on too many customers is also an excellent way to waste
valuable resources, which in turn may force SAMs to focus on
generating more short-term revenue—to become, in our defini-
tion from Chapter 1, key account sellers. You can better opti-
mize your returns from strategic accounts by aligning around a
common vision and strategy, selecting the right people to man-
age customers, training those account managers, setting up a
human-resources support system, and ensuring that the cus-
tomers you select are best suited for a strategic account ap-
proach.

Identifying a “right” account starts with strategic align-
ment, followed by an account assessment, including a cus-
tomer portfolio analysis. Because such portfolio analyses can
be very complex, with activities-based costing and predicted
margins, we have provided below a simpler way to conduct a
high-level portfolio analyses.

HOW TO CONDUCT A HIGH-LEVEL PORTFOLIO
ANALYSIS: THE SIX-QUESTION MEETING

We first assume that you already have relationships with some
accounts you are thinking about making “strategic.” Start your
analysis by scheduling a meeting—ideally face-to-face—with
representatives from various divisions and departments
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whose people directly interface with your targeted accounts.
Focus on no more than two or three customers, depending on
the complexity of the relationships. Consider this meeting a pi-
lot for an ongoing value-determination process, which you can
usually customize to your firm’s particular needs. Send the six
questions below in advance to meeting participants. The ques-
tions will form the meeting agenda. Answering them can start
to give you a reliable handle on which customers are generat-
ing—and which customers are bleeding—net revenue.

1. How much total revenue has each location of the
targeted strategic accounts generated over the last
three years? What is your revenue projection for
these locations over the next two years? If you have a
sophisticated and centralized financial system,
answering this first question may take no more than
a few keystrokes. But if your organization and
systems are at all decentralized, this can be a
particularly valuable exercise.

2. What does it cost annually to serve these customers?
Estimate costs for the last three years and the next two.
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The regional people should have a good handle
on the direct costs of serving these targeted accounts.
But traditional accounting tends to allocate its
overhead costs into its margin numbers based on
sales volume. This means that, if the customer is
generating 50 percent of a supplier’s revenue, the
supplier allocates 50 percent of its overhead costs to
that customer. The challenge here is that some of
these allocated overhead costs (such as corporate
office rent) are not directly related to managing
customer relationships. And some costs tend to be
excluded from traditional margin calculation—
indirect costs such as extraordinary-warranty or
customer-service costs. Here we are looking for these
special costs—extraordinary handholding,
unbudgeted project management, unscheduled line
runs, unplanned IT costs—anything that might have
slipped by traditional costing in the last three years.
Such inclusions and exclusions can dramatically
skew true margins. Then estimate costs in dollars to
serve those three accounts for the next two years.

This can be a particularly interesting question to
address. One supplier told us that this question “told
us more about our customers than we really wanted
to know.” Another, after factoring in an estimated
margin percentage, quickly learned that its
number-two revenue producer was, in fact,
unprofitable (they’d suspected it for years). Other
disturbing issues can arise. At one high-tech firm the
salespeople were “throwing in” the maintenance
contract free to get the sale. That contract, the
operations people patiently explained, was the
high-tech firm’s single most profitable offering. In
several cases, to get the order, the salespeople had
given away hundreds of thousands of dollars in
repeatable future cash flow to the account. No one
had explained to them the impact of doing this; they
were compensated for revenue, not profit.
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When a supplier starts rolling up costs to serve,
eyes can widen and previously uncaptured costs
quickly multiply. These numbers are still estimates,
but in this case, estimates will usually give the
supplier a much better handle on which customers/
divisions provide real value and therefore deserve to
be served strategically.

3. Subtract estimated costs from estimated revenues  for
each account to get a margin estimate for the last
three and the next two years.

The estimates here will be enlightening—
occasionally shocking—because so few firms have
attempted this exercise.

4. What is the growth potential of these accounts? How
long would it take to realize that growth?

Here is where business intelligence can make or
save you a great deal of money. If you can identify
which customers or which customer divisions offer
dramatic growth opportunities, you can select and
invest in pilot strategic accounts that offer the
greatest potential payback. This cross-functional
meeting is an excellent time for people to share the
customers’ particular challenges or what they see as
the accounts’ opportunities. Field service people, for
example, may know of a customer challenge, but if
they are not aware of their firm’s total competencies,
they may not see that challenge as an opportunity.
But if they share what they saw or heard, someone
else at the meeting may see it for the opportunity it
is. This sort of cross-functional pollenization can also
reinforce firm alignment and team building, and can
bring revenue generation and profitability top of
mind for everyone. Answering this question can also
be the first step in developing or refining an account
planning process—because in many cases the
answers can point out a glaring gap in the supplier’s
account intelligence.
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5. Where are these accounts on the transactional-to-
strategic buyer continuum?

Using 1 as a purely transactional customer and 3
as an account that is looking for a strategic
partnership, what numbers would you assign to
each of the customers you are currently thinking
about serving strategically? Before the cross-
functional meeting, ask the attendees to classify the
targeted customers’ buying orientation. While there
may be some differences in customer divisions,
we’ve always been surprised at the level of
agreement about which accounts are transaction-
and cost-focused and which think in terms of
strategic relationships. If you assign many 2s, make
a second pass at each customer/division and try to
force a choice. Answering these questions can really

help determine which customers
are worth serving strategically.

Several years ago, a
manufacturing executive gave a
presentation at a small marketing
gathering. He said that his firm’s
goal was to help his competitors
go out of business, and to that
end his firm was conducting very
sophisticated loyalty and
profitability analyses on its
customer base. He and his firm
wanted to determine where true
value really lay and, just as
important, where it didn’t. Once

his firm determined which customers were bleeding
value, he said those customers were, one way or
another, going to be migrated to the competition. He
believed those accounts “were customers the
competition really deserved.” Within 18 months, the
program bore fruit: a major competitor that had
absorbed many of the manufacturer’s cast-off
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customers had dropped out of the market. There is a
tremendous first-mover advantage to determining
which customers are truly profitable and which are
not.

6. Is there anything else we haven’t asked you about
these customers that you think we should know?

This is a catch-all question, but in a number of
cases it will bring up something that has not been
discussed or an opportunity that you didn’t see
before. We recommend using it at the end of the
meeting when everything is still fresh in the
attendees’ minds.

We have kept this discussion at a fairly high level. We now
have an example of a firm that, using an approach similar to the
one we just presented, analyzed its customer portfolio, actually
dropped more than 100 customers (from a total of 157) over
time, and in the process doubled revenues and tripled margins.

THE GfK CUSTOM RESEARCH INC. STORY:
HOW ONE FIRM CUT 66 PERCENT OF ITS
CUSTOMERS, DOUBLED ITS REVENUES,
TRIPLED ITS MARGINS, AND WON THE
BALDRIGE AWARD

Founded in 1974, GfK Custom Research Incorporated (CRI) is a
market research firm with offices in Minneapolis, San Francisco,
and New York. CRI has 140+ employees, and in 1998 generated
$30+ million annually with a highly focused “core” partner
management program. The firm’s total client base in 1998 con-
sisted of 80 customers, 36 of which CRI considered core part-
ners—CRI’s elite customer status. CRI had nine account manag-
ers and nine account teams, each of which managed 1 to 5 major
customers and whose charge is to help the business grow at
these assigned—and very carefully screened—customers.

How CRI screened those customers in 1987 is an excellent
example of a firm conducting a portfolio analysis to determine
customer value. Wanting to grow from its $10+ million in reve-
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nue, CRI took a serious look at its 157 customers to decide
where its true financial opportunities lay. CRI classified its cus-
tomers’ value into four “quadrants,” which CRI co-owner and
partner, Jeff Pope, describes:

I. High Volume & Low Margin. About half of these customers
were new ones that CRI figured would become more profit-
able. The other half were on the verge of the high-volume,
high-profit quadrant.

II. High Volume & High Margin. These customers had a sup-
plier reduction program and valued an ongoing relationship
with CRI. There were only 10 of these customers, but they ac-
counted for roughly 30 percent of sales.
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III. Low Volume & Low Margin. CRI once believed it could
make many of these customers more loyal, but time revealed
that this group wanted to work with numerous research firms.

IV. Low Volume & High Margin. These were small customers
who were very profitable, but the key issue for assigned ac-
count managers was whether there was more potential for
sales.

In 1988, after using activities-based costing and internal
meetings to classify its customers on these quadrants, CRI real-
ized that only 10 clients fell into the most desirable quadrant
(High/High). The firm also discovered that 100+ customers
provided very little, if anything, to CRI’s top or bottom line.
When CRI factored in selling and administrative costs, such as
ongoing proposal writing, many of these customers were value
“bleeders.” CRI owners and partners realized that they had
been paying so much attention to its top 30 customers—by rev-
enue—that they had never really prioritized their total cus-
tomer base, some of whom were Fortune 1000 firms, albeit un-
profitable.

We often ask executives if their firm would benefit from
removing 5 percent of its lowest-performing customer relation-
ships. They usually reply that there would be large benefits: al-
locating sales resources to higher-value customers, getting rid
of a customer group that tends to have too many service re-
quests relative to their generated revenue, and potentially get-
ting rid of several support people who spend most of their time
with these smaller customers. Many firms suspect or know that
they are serving unprofitable customers, but very few analyze
their customers on a case-by-case basis, looking at the each cus-
tomer’s revenue, direct costs, selling costs, and true profit. And
of those firms that have conducted that sort of portfolio analy-
sis, even fewer have done what CRI then did—during the next
few years they let the marginal customers go so they could con-
centrate on the “core” partners. In other words, they began to
manage their customers as a portfolio of relationship assets.

This was not a simple or easy process—removing custom-
ers is as counterintuitive a move as a sales-based firm can make.
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But CRI let those clients go (most by not responding to RFPs)
and concentrated on its high-value account relationships. By
1992, the results were already evident: CRI’s sales had grown to
$16 million—a 45 percent leap over 1987’s numbers.

To continue the positive growth, CRI systematized the
quadrants’ lessons by setting up account-selection criteria or
gates through which a prospective customer must pass before it
is accepted as a strategic account. The selection process, initiated
in 1988, has been substantially refined. It begins when a prospec-
tive client or customer calls in with a potential job. The company
routes that prospect to CRI professionals, some of whom have 20
years of experience. In the course of the conversation, these pro-
fessionals ask a series of questions to determine if the job and the
customer are true opportunities. While Beth Rounds, senior VP
at CRI, emphasized that this screening is not an interrogation,
she said CRI does ask these six questions:

1. How did you hear about us? The best answer here is
that the caller received a referral from a firm that CRI
had helped (90 percent of CRI’s business is from
referrals). If someone is calling in simply because
they saw the firm’s name somewhere (an Internet or
industry directory, for example), the call may be
purely transactional, which other questions will
reveal.

2. What kind of work is it (in terms of industry or
scope)? The answer here allows CRI gatekeepers to
identify whether the caller’s request is outside CRI’s
expertise, in which case CRI recommends indirect
competitors. This question also allows the
gatekeepers to tell whether the caller is simply price
shopping.

3. What’s your budget? This may seem to justify a
“none-of-your-business” response, but the
gatekeepers have the experience to make a ballpark
estimate based on the answer to question #2. They
can then see if there are major gaps between the job
and the budget, in which case the job is turned down.
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4. What are your decision criteria? CRI turns thumbs
down on any blind bidding or decision-by-committee
situations. They know that bidding wars and long,
drawn-out committee decisions can dramatically
erode margins.

5. Who are we competing against for your business?
Given the type of job, CRI knows who their true
value-based competitors are. When gatekeepers hear
those names, they know the caller has done some
research to find the best. If the caller names three
price-based competitors, CRI knows it would be
better off handing the business to those competitors.

6. What’s the reason behind your call? If the
prospective client has a legitimate need for a new
supplier (if a past supplier has stopped providing
value, for example), CRI will look at it closely. But if
CRI senses the caller is doing some end-of-the-year
price shopping, the potential job can die here.

Rounds estimates that fewer than 10 percent of the ap-
proximately 25 incoming calls per month make it through
these questions. Rounds, however, has several cautions for
firms wanting to copy CRI’s screening questions. First, the
questions are not foolproof. It is still possible to get “a great in-
terviewee,” someone who says all the right things but can’t do
what he says. He may, for example, lack the budget or the
power. The second caution is that there are times when an an-
swer that normally would be considered “wrong” is over-
looked if there is a strategic reason for doing so—if, for exam-
ple, the job represents a major inroad into a particularly
desirable client. But the questions allow CRI to be selective
about whom they want as customers.

CRI can quantify virtually all the benefits of its approach.
In 1988, CRI had 157 customers and $10+ million in revenues.
By 1998, it had cut its customer base to 80 (some of which were
Fortune 100 firms). Its revenues had tripled to $30 million, and
its margins had doubled. In 1996, CRI also won the Malcolm
Baldrige National Quality Award, at that time the smallest
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service firm ever to do so. There are serious opportunities for bot-
tom-line improvement by serving the right strategic accounts.

USING STRATEGIC ACCOUNT
SELECTION CRITERIA

This section provides additional ways to select the “right” cus-
tomers and a list of strategic account selection criteria. We will
also show how these criteria can be used to create an interim
marketing strategy.

Over the years we have seen a wide range of strategic ac-
count selection criteria. Three teams at one client came up with
more than 150 selection criteria, some of which are shown in
Figure 4–4.

Many businesspeople find it difficult to move beyond rev-
enue and profitability selection criteria. If your program’s ma-
jor goals are solely financial, however, you may be focusing on
key account selling rather than strategic account management.
Strategic account management requires a delicate balance.
Your program has to generate the bottom-line return to justify
its existence, but at the same time you have to re-envision the
future continually to optimize as-yet-unseen strategic opportu-
nities. In Frederick Reichheld’s The Loyalty Effect, Dave
Illingworth, group-VP of Lexus North America, makes this
point very effectively: “The more you focus on the bottom line,
the harder it is to hit.”4 Illingworth is presenting Toyota’s ap-
proach to the market, which focuses on the elements that drive
customer loyalty. By doing so, Toyota generated an amazing fi-
nancial success story.

Another pitfall to watch for when generating selection cri-
teria is that choosing eight or nine of them is really too many for
the firm to remember, let alone act on. The best customer man-
agement firms tend to work with three to five account selection
criteria, all of which ideally come from their strategy. In other
words, those criteria answer the question: “Given our firm’s
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Representative Strategic Account Selection Criteria

1. Revenue potential.

2. Profitability potential.

3. Marquee value.

4. Centralized purchasing.

5. Many opportunities at many locations.

6. Market leader.

7. Effect on major competitors of gaining this customer.

8. Existing executive relationships.

9. Complementary technologies.

10. Reputation for loyalty to suppliers.

11. Rigorous supplier certification program.

12. Buying orientation (strategic vs. transactional).

13. Cultural “fit” between companies.

14. Compatible or complementary systems.

15. Company’s solvency.

16. Quick pay.

17. Can leverage us into a new technology.

18. Can leverage us into a new region, country, continent.

19. Product fit.

20. Flexibility.

21. Common raw materials base.

22. Acceptable acquisition cost (workable decision group).

23. They have existing strategic supplier alliances.

24. Innovative, state-of-the-art practices (R&D, manufacturing, etc.).

25. Potential customer has a value-added marketing strategy.

26. Potential customer has shown a repeated willingness to outsource.

27. Potential process synergy.

28. Expertise in competencies we need (inventory management, logistics,
etc.).

29. Honest in its dealings.

30. Can be a channel partner for our offering.



marketing strategy, why are we focusing on these accounts?”
By closely tying strategy and selection criteria, suppliers rein-
force their firm’s alignment and focus. And in so doing, these
firms tend to succeed.

Firms lacking a clear customer management strategy can
also list five or so selection criteria—revenue, profitability, and
three other criteria—and then work backward to develop an in-
terim marketing strategy, to be refined as needed. This can
work very well if an executive cross-functional group develops
and implements the selection criteria. The key point is that, ide-
ally, the strategy and selection criteria complement each other.
Otherwise, the firm’s direction will not be as clear as it needs to
be for alignment. And its returns will not be as significant.

START WITH THE RIGHT NUMBER OF THE
RIGHT STRATEGIC ACCOUNTS

How Can You Ensure That Your Firm Is Selecting
the Right Number of the Right Kind of Strategic
Accounts?

1. Conduct a high-level portfolio analysis of a few
targeted existing customers to determine which
create and which bleed value. Have a
cross-functional meeting to get answers to the six
questions in this chapter.

2. Let this high-level portfolio analysis become the
beginning of an ongoing process for determining
lifetime account value.

3. Be clear about your firm’s overall strategy and tie
your strategic account selection criteria back to that
strategy.

4. Start strategic account management with a pilot,
focusing on two or three of your most critical
accounts.

5. Slowly expand your program to include other
customers. Be humble: promise nothing you cannot
deliver.
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P A R T 2

Tactical Issues in
Strategic Account
Management . . .
Ironbolt Steel and
Executive Visits:
What Didn’t Work

Jonas Simon, president of Ironbolt Steel, had spent the last 15
months aligning his organization, hiring strategic account
managers, and sending them out to develop better relation-
ships with his largest customers. He knew that it had been time
well spent, but he was not really a patient man. It went against
his grain to go so long without being able just to tell someone to
do something in strategic accounts. And then he had what he
felt was a moment of brilliance. For years, he had personally
visited each of these large accounts (he had started in field sales
and loved the contact). Simon had been so successful with these
visits that Ironbolt now had too many customers and Jonas too
little time to visit each personally. This fact created an opportu-
nity for Jonas to act.

Jonas decided that strategic account visits offered a won-
derful opportunity to ensure that his executives remained “en-
gaged marketers.” He also believed that all his executives
would benefit from such visits. So at a quarterly executive
meeting, he announced that every executive would make six
customer calls—by themselves—every year. He gave out the
names of six customers and the contacts that each executive
would visit. To him the entire assignment was a no-brainer.
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Thus executive visits began. From his salespeople, his cus-
tomer service people, his strategic account managers, and from
the customers themselves, he started hearing horror stories.

Jonas’ vice president of MIS had visited one of Ironbolt’s
top-five customers. After hearing the customer’s president crit-
icize “his” EDI system for being slow and hard to use, the VP of
MIS calmly replied that the president lacked the technical skills
to even understand his system, let alone criticize it.

Ironbolt’s CFO was very uncomfortable about visiting
customers. He got together long financial printouts so he
would have something to talk about. He ended up giving a
90-minute in-depth,100-slide financial presentation to another
executive at a top-five customer. The customer executive called
Jonas and said—in emphatic tones—that he would up his pur-
chases with Ironbolt if Jonas would guarantee that he would
never have to sit through another of those presentations. Jonas
momentarily considered using the CFO as part of a very cre-
ative sales and marketing strategy. He quickly realized, how-
ever, that the CFO marketing approach was impossible.

Jonas’ VP of human resources believed that she could best
develop trust with her assigned customer by sharing Ironbolt
information. She enthusiastically and repeatedly emphasized
what a great financial year Ironbolt was having and how such
resources made Ironbolt a truly stable supplier. After her visit,
the customer executive called Jonas and said that, if Ironbolt
was having such a great year financially, why couldn’t Jonas
give him a deeper discount on rolled steel?

Jonas felt an executive migraine coming on.

de

Jonas had gone through the hard work to get all his employees
headed in roughly the same direction, had selected targeted
strategic accounts, and had carefully assigned his strategic ac-
count managers. But his well-intentioned executive visit pro-
gram had some unintended consequences.

It was not enough for Jonas—or any other firm—to do the
strategic alignment work and then assume he could do some-



thing to help strategic accounts without asking basic questions
and setting up support structures both for his executives and
for his strategic account management program. Jonas needed
to ask his SAMs how to integrate his executive visit program
into the goals of their strategic account plans. He also needed to
ask whether all of his executives were really equipped to speak
to customers (a firm usually has a few decision makers who
probably should never speak to customers). And he needed to
help determine presentations that would offer the customers
value without giving away the store.

After the strategic alignment work, there are tactical is-
sues you ignore at your peril, among which are: creating hu-
man-resource support for your account management program
(Chapter 5); developing firmwide relationships (Chapter 6),
which require far more direction than Jonas’ approach above;
quantifying value received from and delivered to strategic ac-
counts (Chapter 7); and using technology in strategic account
management (Chapter 8).
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C H A P T E R 5

Key 4: Create Human
Resources Support
for Strategic Account
Managers

If I could implement (national account management)
again, I’d insist on having more of the infrastructure in
place before we went to market.

Tom VanHootegem
Director National Accounts

Boise Office Solutions1

Throughout this book, we talk about different support struc-
tures required by strategic account management. Excellent
firms/programs tend to see their account managers as human
assets, fundamental to their success. This chapter will concen-
trate on four of the most critical of these human-resource sup-
port issues:

1. How do we select strategic account managers?
2. How do we develop strategic account managers?
3. How do we assign strategic account managers?
4. How do we pay strategic account managers?
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As we have seen, some firms confuse key account selling
with strategic account management, and assume that a good
frontline salesperson will make a good strategic account man-
ager. They therefore just look for their most productive sales-
people. Because these salespeople already know how to sell,
their firms may see little need for developing them into SAMs.
And because the old method of assigning customers and com-
pensation always worked with these salespeople, their organi-

zations often see little reason to
change these, either.

While the key account selling
approach works well in generat-
ing short-term revenue, it can eas-
ily lead to relationship problems,
should a customer expect a truly
strategic relationship. In too many
cases, suppliers, by not knowing
the expectations of all the buying
influences in the account’s deci-
sion-making group, have woven
the noose that hung them.

They have created a human-
resource infrastructure that usu-
ally overassigns the key account

sellers and rewards them for focusing primarily on quar-
ter-to-quarter revenue, paying them well to meet only a few of
the account’s expectations.

The key account seller approach, which often generates
significant revenue, leaves the door wide open to a competitive
supplier offering a true strategic relationship. An example: we
know of a high-tech supplier that in the mid 1990s provided its
key account sellers little training, assigned them 40+ accounts
each, and based their compensation heavily on commissions.
One of this firm’s largest—and oldest—customers was a ser-
vices firm that generated $300,000+ a year in business. After 10
years, the services firm suddenly dropped the high-tech sup-
plier from its approved vendor list. When we spoke to the SAM
who later recovered the account (after almost 3 years), he told
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us that his firm had lost that customer’s business because the
high-tech supplier had been complacent in both its service lev-
els and presentation of value. Instead of searching continu-
ously for new value propositions, the supplier responded only
to account requests.

But those were not the only problems.
The key account seller who had lost the account used to

sell—or, rather, took orders from—one person in procurement.
Trying to cover his 40+ accounts, he had neither the time nor in-
clination to analyze the services firm’s decision-making units
or its purchasing practices. He did not bother to see if his firm
was offering the appropriate internal people an ongoing, com-
petitive, and compelling value equation. He had not developed
metrics to measure his firm’s performance at the services firm.
In managing the services firm, neither the key account seller
nor the high-tech supplier really understood what was at stake.
This remained the case until the services firm’s newly hired VP
of procurement analyzed all his firm’s supplier relationships.
When he audited the high-tech supplier’s relationship with his
firm, he saw little value and kicked them out.

The key account seller did exactly what he was asked to
do—continue to generate revenue from many accounts. And
so he skimmed relationships to generate the cash. The ser-
vice firm’s VP of procurement, however, expected suppliers
to develop more internal relationships, to measure their per-
formance, and to regularly quantify their value delivered. In
other words, the high-tech supplier was sending a tactician—
and a good one—to manage a customer where a critical—and
unknown—person wanted a more strategic relationship.
The high-tech supplier had created a human-resource infra-
structure that paid the key account seller well to do the
wrong things for this customer—to think and sell short-term.
Quarter-to-quarter revenue generation is, of course, a critical
way to measure a strategic account manager’s success; but
just as critical is truly understanding what the customer ex-
pects, how it buys, what its business challenges are. An-
swering those questions can allow the revenue stream to
grow exponentially.
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When the new strategic account manager recovered the
service firm’s business after three years, the firm initially gener-
ated tens of thousands of dollars a year in business. After an ad-
ditional nine months, though, the account manager had devel-
oped the former $300,000-a-year customer into more than a $2
million-a-year account. The supplier, which hired the new ac-
count manager for his strategic acumen, assigned him the one
account, and compensated him mostly by salary, with some in-
centive bonuses tied to account share and profitability. The
high-tech supplier’s payback for making this investment was
huge—huge enough for it to rethink how it was selling to cer-
tain customers. The high-tech supplier asked the account man-
ager who had recovered the services firm relationship to help
the firm develop what they now saw as true strategic account
management.

The four steps the high-tech strategic account manager
took with the services firm included: (1) conducting an
in-depth situation appraisal, (2) developing a strategy for win-
ning the business back, (3) implementing his action plan, and
(4) looking ahead/developing another strategy for expanding
the business. At a high level, this is the repeatable sales process
that every successful strategic account manager takes to secure
business and relationships.2

We have been discussing possible pitfalls when decision
makers don’t ask the right questions about human-resource
support issues. Let’s return to this chapter’s initial questions
and see how to approach human-resources support more sys-
tematically and effectively.

HOW DO WE SELECT STRATEGIC
ACCOUNT MANAGERS?

Once a firm decides to move to strategic account management,
it needs to locate people who have both patience and strategic
acumen. How do we find people who can, in two and a half
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years, recover and then build a lost customer from nothing to a
$2 million-a-year account?

Sophisticated suppliers now are using fairly new compe-
tency models to select and develop SAMs. Ten years ago, com-
petency models for SAMs did not really exist—although the
Fortune 100 firms were using many kinds of sales-competency
models. In the late 1990s, H. R. Chally, a sales-research and -se-
lection firm in Kettering, Ohio, developed one competency
model for SAMs.

Chally went to Boise Office Solutions, Lennox Industries,
Marriott, Occidental Chemical, Pitney-Bowes of Canada,
Reynolds & Reynolds, the Trane Companies, and a number of
other firms to ask them for access to excellent strategic account
managers and those whose performance was only so-so. Chally
conducted in-depth assessments of the account managers to
determine the skills that the excellent SAMs displayed, as well
as the skills shown by the not-so-excellent account managers.
Chally then developed a strategic account manager compe-
tency model and employment skills testing, which provides
predictive accuracy that goes well beyond typical standardized,
psychological, personality, skill, competency, or assess-
ment-center tests. Their model appears below.

THE H. R. CHALLY STRATEGIC ACCOUNT
MANAGER COMPETENCY MODEL3

H. R. Chally’s strategic account manager competency model re-
volves around these five skill areas: the ability and willingness to

1. Take initiative.
2. Commit time and effort to ensure success.
3. Provide proactive assistance/support.
4. Develop technical competencies.
5. Train others.
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In Figure 5–1 we define the skill areas, as well as how
strong and weak performers tend to score in the assessment.

At its strongest, taking initiative tends to be associated
with risk taking. Most often the skill is manifested by individu-
als who notice a gap or problem in the organization and take it
upon themselves to find and implement a solution. Such peo-
ple, when they are trying to overcome barriers to productivity,
are comfortable with “begging forgiveness rather than asking
permission.”

Those with higher scores actively manage their plans and
stay alert to potential obstacles. They have alternatives ready
when things don’t go as originally planned, so problems don’t
jeopardize the overall outcome (Figure 5–2).

This scale originally used a sample of consultative sales-
people who tended to achieve higher results in direct propor-
tion to the time they were willing to commit. People who dem-
onstrate this skill thrive on working and place a high value not
only on accomplishing the tasks specified in their job descrip-
tion, but devoting the additional time necessary for planning,
preparation, and skill development.

High-scoring individuals typically use the extra time to
develop more in-depth plans to achieve their objectives.
They also build personal sales tools and tracking processes to
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F I G U R E 5– 1

The H. R. Chally Strategic Account Manager
Competency Model

Takes Initiative High Scores Low Scores

• Positions self as a
champion.

• Initiates plans and
suggestions for
reaching goals.

• Self-sufficient and sees
tasks and
responsibilities through
to completion.

• Positions self as a
champion and will
push to set plans and
reach goals.

• Likes to take charge.

• Will follow up and see
tasks through to
completion.

• Hesitant to push own
ideas or drive new
goals or plans.

• Tends to procrastinate
or wait for orders rather
than proactively follow
up.



increase their sales volume and margins. They tend to be-
lieve that the basic job is accomplished between 9 and 5, and
the effort required to be a top performer is spent from 5 to 9
(Figure 5–3).

This skill is derived from a motivational scale, and as a re-
sult, a variety of behaviors can provide the desired satisfaction.
Typically, those with a strong need to provide proactive assis-
tance derive a genuine satisfaction from giving advice and
helping others to learn and grow. They take responsibility for
motivating others to learn the important things that will con-
tribute to their long-term success. They will gladly deal with
the very basic or rudimentary issues to bring a novice up to
speed because they enjoy seeing the light bulb go on.

Those who provide proactive assistance also derive satis-
faction from being appreciated, having the opportunity to
demonstrate their expertise and wisdom and being seen as
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Chally on Time and Effort

Commits Time and
Effort to Ensure

Success
High Scores Low Scores

• Sets job as a first
priority.

• Willingness to work
long hours to meet
objectives but does not
simply clock hours.

• Self-developmental.

• Prepares plan to
ensure success.

• Invests time according
to the goals that must
be met.

• Values success and
money, and “lives to
work.”

• Takes personal
responsibility for own
life and success.

• Open to constructive
criticism and driven
toward self-
improvement.

• Prefers to be in control
by achieving goals and
preparing action steps
regularly.

• More inclined to work
by the clock than to
commit resources as
required by the
objective.

• “Works to live” and
does not make career
a high priority.

• Lacks concern for
feedback and
motivation to improve
skills.

• Doesn’t see
opportunities to control
success by preparing
special actions.



mentors or models. Lastly, seeing learners blossom and dem-
onstrate new-found skill creates a great sense of pride and
shared triumph (Figure 5–4).

In all businesses, some functions are more critical to suc-
cess than others. Depending upon the nature and driving
forces of the business, critical functions could be in engineer-
ing, marketing, finance, or production.

Strategic account managers who succeed in those busi-
nesses must learn the basic technical information and under-
stand the core technologies. Even if their background is in a
different area, individuals who score high typically are intel-
lectually curious and enjoy learning. For example, in the busi-
ness world, someone who has technical competence in the en-
gineering world may need to learn finance to understand the
cost analysis associated with certain technical or engineering
applications. There is a natural quest to stay abreast of new de-
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F I G U R E 5– 3

Chally on Proactive Assistance

Provides Proactive
Assistance and Support High Scores Low Scores

• Gains personal
satisfaction from
volunteering
assistance or advice to
others.

• Patient with individuals
in a learning mode and
seeks methods for
sustaining their
motivation and
enthusiasm to learn.

• Takes personal pride
in the success of
learners.

• Enjoys being held in
high esteem by
individuals being
helped.

• Enjoys teaching and
developing others.

• Motivated by the
opportunity to be seen
by others as a mentor
and takes pride in
others’ success.

• Takes the initiative to
give advice or
assistance.

• Does not like to
volunteer unsolicited
advice.

• Impatient with
individuals who lack
the motivation or
enthusiasm to learn
what is being taught.



velopments in one’s core competencies and to learn enough
about related fields to apply knowledge effectively in the
business (Figure 5–5).

George Bernard Shaw once said, “Those who cannot do,
teach.” It is more likely, however, that doers have a strong con-
tribution to make—if they have the patience to show others
how to do, thereby expanding their overall potential by work-
ing through others. Account managers who demonstrate a
willingness to train and coach others understand the need for
continued reinforcement of existing issues as well as present-
ing new concepts and ideas. They are comfortable taking re-
sponsibility for the group’s continued learning and their moti-
vation for the process. This skill is usually focused on formal
sessions to provide information to a group to help them do
their job more effectively.
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F I G U R E 5– 4

Chally on Developing Technical Competencies

Willingness to Develop
Technical

Competencies
High Scores Low Scores

• Driven to become
expert on product
applications and the
key competencies
required to function in
the position.

• Works to understand
fully the principal
technologies,
processes, and
methods of the
business.

• Maintains awareness of
new product
developments in their
field.

• Wants to understand
the most modern,
state-of-the-art
research and
technology.

• Continually asks
questions to learn how
things work, and to
understand the
underlying principles.

• Routinely collects and
reviews key data and
information to track
progress on all
important functions.

• Keeps up-to-date on
technical or process
knowledge.

• Tends to rely on
others’ expertise in
areas in which he/she
doesn’t understand the
technology or basic
principles.

• Can procrastinate and
spend insufficient time
tracking all key
business information
sources.



de

Chally also came up with some working principles that corre-
late high-performing SAMs. Chally found they tend to believe
the following points are critical:

� Learn how to meet and interact with your customers’
top decision makers.

� Never take your competitors for granted; they’ll usu-
ally surprise you.

� Set realistic goals, and be prepared for the stress of
last-minute problems or changes that will come with
no warning.

� Get to work before everybody else does.
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F I G U R E 5– 5

Chally on Training Others

Training Others High Scores Low Scores

• Keeps the focus of
training or education
on improving others’
effectiveness in
meeting business
goals and objectives.

• Emphasizes those
things that are the
most useful to know
and are going to make
a difference to the
individual being
coached or educated.

• Committed to having
an impact on others.

• More concerned about
results produced or
change accomplished
than with how
attractive or
entertaining the
training can be.

• Emphasizes activities
that will help improve
skills, focusing on
efficiency of effort and
eliminating irrelevant
“fluff.”

• Concentrates on the
three or four key issues
that will make a
difference in training
people.

• Too concerned about
detail, correctness, or
other content issues.

• May focus on making
the training
entertaining at the
expense of making it
informative.

• May spend too much
time in noncoaching
activities developing
elaborate training
methods that do not
provide added value.



� Know your customers’ needs and concerns intimately.
� Help customers even in areas unrelated to your prod-

uct or service.
� Only bend the rules when it’s necessary to service the

customer.
� Remember that competitors may sometimes offer

better service.
� Make sure your customers know when a problem has

been solved and that they know you know.

The “mind set” of less effective SAMs:

� The best thing about this job is the freedom it offers.
� I get so much information it’s hard to keep up with

it all.
� We could do better if we had better marketing

materials.
� Marketing will keep us apprised of what the competi-

tion is doing.

Chally’s competency model is one among many and we
would strongly suggest researching which models might best
apply to the expectations of your strategic accounts. The au-
thors, with the help of a world-class practitioner panel, also de-
veloped a SAM competency model that provides another way
of looking at the SAM’s key competency categories.

THE S4 CONSULTING STRATEGIC ACCOUNT
MANAGER COMPETENCY MODEL4 CATEGORIES

We present these categories in descending order of importance,
although all of them fit within six-tenths of a point on a
five-point scale:

CHAPTER 5   Key 4 93

4 © S4 Consulting, Inc.



� Show understanding of customer processes and
industry.

� Develop and manage relationships.
� Show leadership.
� Use the consultative approach.
� Demonstrate entrepreneurial/intrepreneurial

behavior.
� Show creative problem solving.
� Demonstrate ability to develop personal excellence.
� Demonstrate organizational skills.
� Think and act strategically.
� Execute the account management process.
� Demonstrate knowledge of supplier’s processes and

industry.

To determine whether a strategic account manager pros-
pect has the competencies in these two models, more and more
companies start with such a model and then develop and use
creative behavioral interviewing in the selection process. Be-
havioral questions can allow you to gain real insights not only
about what a candidate knows, but what a candidate can do.
Consider the following behavioral questions for interviewing
potential SAMs:

� Tell us about a time when you had to sell up an orga-
nizational hierarchy.

� Tell us about a time when you pulled together a
cross-functional or multilevel team to accomplish a
task successfully.

� Tell us about a time when you successfully sold an
idea internally.

� Tell us about a time when your knowledge of the cus-
tomer’s needs saved the day.

These sorts of questions are very powerful and can gener-
ate responses that significantly reduce hiring errors in such a
critical position.
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HOW DO WE DEVELOP STRATEGIC
ACCOUNT MANAGERS?

Once you have carefully selected a strategic account manager,
how can you continue to develop that person’s skills? How
does someone learn to be a better SAM? As we saw above, some
firms believe that little if any training is required if the person
has sales skills. At the other extreme, though, are some firms
with an unshakable belief that training alone will produce an
account manager. This is the “training-as-silver-bullet” ap-
proach to developing account managers. But to assume that a
few training programs alone (no matter how skillfully taught)
will transform salespeople into account managers can be a very
wasteful approach—especially if the firm is not making other
investments in human-resource support.

Professional development is critical to creating skills and
developing a strategic account manager’s competencies. But in
our experience, the most effective way to create and develop
SAMs is for a firm to use high-performance selection criteria
that mesh with the needs of the critical accounts. Some of the
best of those suppliers actually have the customers interview
the final two or three potential candidates to manage the cus-
tomers’ relationships. After the company hires account manag-
ers, they combine training, account assignment, compensation,
and other human-resource support to drive behaviors that
align with what the supplier needs and the accounts expect. Be-
low is an example of a world-class organization wrestling with
how to transition field salespeople into SAMs—a particularly
thorny issue.

STRATEGIC ACCOUNT MANAGER TRAINING:
THE MOTOROLA LMPS STORY

The story of Motorola Land Mobile Products Sector (LMPS),
which successfully transitioned some sales representatives into
SAMs, says a great deal about strategic account manager pro-
fessional development and what else needs to occur if such
training is going to be effective.
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Motorola LMPS sells radios, mobile phones, and other
communications devices to huge numbers of customers. In
1993, LMPS had 2,000+ sales reps serving 200,000 accounts. It
was not uncommon for one sales rep to serve 250 accounts.

Problems started to develop with LMPS’ market ap-
proach. Because they were spread so thin, reps were driven by
their more needy customers to do service work. And the more
service work they did, the fewer products they sold. LMPS
found itself suffering from low sales productivity, high cus-
tomer dissatisfaction, and increasing costs of sales. The situa-
tion became even more pressing when LMPS, through market
research, validated what it had long suspected—roughly 20
percent of its customers were providing nearly 80 percent of its
revenue.

LMPS began redesigning the way it approached its mar-
ket. It first set up a dealer organization to serve the 80 percent of
the customer base that generated 20 percent of its revenues.
Then it reassigned most of the field salespeople. LMPS then
identified its largest accounts (which it called “focused ac-
counts”) and assigned more than half its remaining salesforce
to account teams dedicated to serving these accounts. The goal
was that each representative/account manager would serve no
more than six customers. These salespeople, who on average
had been in their positions 10 years, almost overnight went
from having hundreds of customers to just six. And here the
challenges began to arise.

Before its restructuring, LMPS had defined sales rep pro-
ductivity by each rep’s total quarter-to-quarter sales activity.
LMPS tracked rep performance by counting the number of ap-
pointments they set, the calls they made, the radios they sold,
etc. Not surprisingly, reps thought their security depended on
serving high numbers of customers. Given its strategic market-
ing shift, though, LMPS quickly changed all of its productivity
measures. LMPS first changed its rep performance measures to
the salesperson’s knowledge of each customer and results per
customer.

This shift and the new performance measures put the reps
in totally unfamiliar positions. They knew how to get sales
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from a large number of customers by fulfilling short-term
needs. They had never, however, been asked to design and im-
plement a plan to penetrate a strategic account. LMPS corpo-
rate knew this. It also knew that if the sales reps were going to
succeed, LMPS would have to help change the salespeople’s
old business model.

In a corporation famous for its commitment to learning,
LMPS designed a training program that, among other things,
taught reps how to conduct a situation appraisal, including
how to: (1) conduct industry analyses, (2) do account analyses,
and (3) write account plans. LMPS then told the salespeople to
research their customers and their customers’ industries. The
problem was that many of the LMPS sales reps were not getting
it. They didn’t understand why they should spend two days in
the library doing research and analysis. And their phones
weren’t ringing, which was the largest and most unsettling
change of all.

LMPS had to show the representatives the possibilities of
working intensely on just a few customers. As part of the initial
account management training, LMPS distinguished between
the old tactical and new strategic selling styles. For example, in-
stead of selling 50 replacement radios at the request of a large
customer’s radio buyer, LMPS urged the rep to analyze the cus-
tomer’s entire communications plan. In many cases this was
not easy because radio buyers didn’t care about their firm’s
communications plan. They were simply following someone’s
orders to buy 50 new radios.

New account managers quickly realized that they
would have to move the sale up in the customer organiza-
tion to accomplish their goals. They simultaneously real-
ized that they knew little about how to market to vice presi-
dents. The account managers read books and studied
strategic account management models, but it was hard for
them to apply those models. As the reps continued to strug-
gle, Motorola decided to approach the salespeople’s transi-
tion more systematically.

First, LMPS created a business team to help transition the
reps from hundreds of customers to only six accounts. After
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learning how IBM and Hewlett Packard had converted their
salesforces, the team interviewed successful account managers
from both IBM and HP. The team finally selected as LMPS’
model for strategic account management the one that the
Hewlett Packard rep had used to penetrate Motorola. The team
found it very powerful that Motorola was one of HP’s strategic
accounts because LMPS people could see HP’s presence at
Motorola and could talk to the Motorola buyers about how HP
was serving them.

The LMPS team also concluded that it would be neces-
sary to create some experiential/simulation training to help

the reps really understand strate-
gic account management. This
training focused on showing the
reps their own future and what
they could accomplish if they re-
defined their jobs. To build the
simulation cases, LMPS inter-
viewed a few LMPS reps that
were very good at strategic ac-
count management. Five simu-
lated accounts were developed
based on five actual Motorola cus-
tomers. The Motorola training de-
sign intended to simulate in-
stances where the reps had to
make choices that could either net
them short-term gains or long-

term opportunities.
The training started with a three-day workshop in which

each day—or “round”—stood for a year in the customer rela-
tionship. Trainees received presales and sales indicators to
help them better understand their assigned relationship.
Trainees did all the activities they would really do to manage
the accounts, such as phone calls, negotiations, resource allo-
cation, etc. Account teams underwent this training together so
that the program could also act as a team builder. In each
round, different but appropriate things happened in the cus-
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tomer relationships. At the end of each round, trainers pro-
vided feedback on how trainees’ prior decision making had
impacted the upcoming year with these customers.

The LMPS sales reps came in cocky the first day. They
thought they could beat the simulations using their existing
sales skills. In the first round, they sold all the radios they could.
They usually achieved good revenue figures and mediocre
profitability. In the second round, they lost their shirts because
their short-term decisions in year one had eliminated most op-
portunities for year two. By lunchtime in round two, many reps
were angry at the entire idea of the simulation. For some LMPS
representatives, though, the simulations and focus on the cus-
tomers’ long-term needs provided a kind of conversion experi-
ence. They began to understand both the need for strategic ac-
count management and how they could use the approach to
prosper. Not everyone, however, could redefine his job; some
reps didn’t make it.

After the workshop, the reps who graduated to becoming
SAMs were given planning tools to use on the job. They used
the repeatable sales process: (1) conducting a situation ap-
praisal, (2) developing an account strategy, (3) implementing
the action plan around that strategy, and (4) looking ahead to
develop other strategies for growing the business. Each quarter
they returned to account-review workshops in which they did
account planning and reviewed their top three focused ac-
counts before their peers. LMPS also conducted quarterly
war-gaming workshops, in which account managers com-
pared their account plans against those of the competition. One
year after the first account managers completed the first
three-day workshop, they returned for a follow-up simulation,
during which account managers used actual customer evalua-
tions as input for the fourth-year simulation.

The example we gave earlier about the Motorola LMPS
rep who could have sold 50 replacement radios or conduct an
analysis of the customer’s whole communications plan (in
search of larger opportunities) was real. After the account
manager went through the training and returned to analyze
that account’s communications plan, she and two team mem-
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bers held a meeting with three VP-level customer contacts and
the plant general manager to report their findings. When she

was done, the most senior cus-
tomer VP said, “There are four
people in this room who really
know our business and three of
them are from Motorola.” The
meeting resulted in a $500,000 or-
der. The customer has since in-
stalled Motorola systems in seven
additional plants.

These results were not atypi-
cal. Since the LMPS simulation
training was introduced, the pro-
ductivity of LMPS representa-
tives has tripled, and both cus-
tomer and employee satisfaction
ratings have shown exceptional
improvement.

The point here is not simply
to present a creative way to turn
sales representatives into SAMs.
Instead, Motorola LMPS, having
started the transition, quickly real-
ized that training the reps was
only one part of the puzzle. Before
it finally succeeded, LMPS system-
atically grappled with a number of
variables: performance measure-
ments, team building, compensa-
tion, the need to demonstrate new
business models and approaches

to very experienced salespeople, and sales manager coaching
after the program.

LMPS quickly learned training alone wouldn’t allow the
reps to succeed. Motorola LMPS carefully addressed the hu-
man-resource support that needed to be changed if their ac-
count managers were going to succeed. And succeed they did.
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HOW DO WE ASSIGN STRATEGIC
ACCOUNT MANAGERS?

Some firms simply do not understand—as Motorola did—the
need to concentrate strategic account management on a small
number of accounts. We became aware of the problem in the
early nineties, when we created a 36-member world-class stra-
tegic account manager panel. We periodically submitted re-
search questions to this panel. In 1995, one of our consultants
asked several panel members how many customers a strategic
account manager could effectively manage. The panel mem-
bers responded by telling the consultant he was asking the
wrong question—he should be asking how many individual
relationships an account manager should manage. The consul-
tant then asked that question to our entire panel.

It seemed to us that, with the answer to this and other
questions, we could construct an account-manager staffing an-
alog, a tool we had not seen before. Among other questions, our
consultant asked the panel how much time each month a rela-
tionship required to prevent “drift,” where the customer, not
feeling enough attention from the supplier, simply drifts to-
ward another supplier relationship. He also asked strategic ac-
counts how often they needed to see an account manager. To
our surprise, given the many industries and account managers
replying, accounts and panel members agreed that individual
relationship management took an average time of somewhere
between two and eight hours a month. The two to eight hours is
not necessarily face time. It could be phone time or email. It de-
pends on the expectation of the strategic account contacts and
the maturity of the relationship. New relationships tend to take
more time; older relationships, once you establish reliability
and trust, tend to take less time. This of course depends on any
given account contact’s relationship needs (Figure 5–6).

Starting with the 2 to 8 hours a month needed to prevent
drift, we can begin to construct a strategic account manage-
ment assignment model based not on sales models but on the
expectations of account contacts. The model assumes that
there are 20 workdays in a month, or 160 hours—although
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most account managers thought this assumption laughable.
One said, “We’re on flex time here . . . I can work any 90 hours a
week I want to.” If you accept those two assumptions, though, a
strategic account manager really has time to manage between
20 and 80 individual relationships. Account managers consis-
tently told us, however, that the ideal number of relationships
to manage was somewhere between 40 and 60, although most
did admit to being responsible for at least 60 to 80 relationships.
So their responses were consistent with each other. When we

asked some account managers on
the panel how they were handling
the last 20 individual relation-
ships, most said they were concen-
trating on the higher-leverage ac-
count contacts. In other words,
they were skimming some of the
account contact relationships.

This model also assumes that
SAMs will have to manage a num-
ber of internal relationships if they
are consistently going to exceed
account expectations. This is espe-
cially critical at suppliers just start-
ing strategic account programs,
where alignment may not have oc-
curred. But even if the strategic ac-

count management program is 10 years old, we have men-
tioned before how many suppliers’ delivery systems,
processes, and therefore employees are internally focused.
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F I G U R E 5– 6

Things to Consider

1. Strategic accounts have multiperson relationships, and require that a
minimum of 5 to 10 relationships be managed.

2. Effective account managers need to manage a number of internal
relationships as well.
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Companies tend to compensate employees based on the ease
and efficiency of internal processing rather than on exceeding
the expectations of strategic accounts.

In unaligned firms, SAMs sometimes spend the bulk of
their time selling to and managing internal relationships. Such
internal marketing is almost never a value-added activity for
the strategic account manager.

So from the 20 to 80 individual relationships, subtract 10 to
20 from the number of external relationships, to make room for
internal relationships—not a high number when considering
the layers, levels, and internal orientation of most large suppli-
ers. Now we are down to one account manager “owning” 10 to
60 individual external relationships, which is within the ideal
number of 40 to 60 relationships our panel mentioned.

The model’s final assumption is that key account relation-
ships are “many-headed”—with a minimum of 5 or 10 contacts
with which relationships need to be developed and man-
aged—and this could be too low a number for some of your
larger relationships. Let’s look at our competed equation
graphically (Figure 5–7).5

That translates the 10 to 60 relationships into 1 to 12 ac-
counts. Keep in mind that 1 to 12 accounts tends to be low for
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Potential # of Manageable Relationships (20–80)

MINUS (–)

Potential # of Internal Relationships (10–20)

EQUALS (=)

Potential # of External Relationships (10–60)

DIVIDED BY (÷)

Potential # of Relationships per Account (5–10)

EQUALS (=)

Potential # of Accounts Assigned to One Account Manager (1–12)

5 ©S4 Consulting, Inc.



most people called strategic account managers. We recom-
mend that you adjust this model for your own program (many

strategic account relationships, for
example, require that substantially
more than 5 to 10 relationships be
managed). Many firms—as we did
at first—are asking the wrong ques-
tions in assigning SAMs.

A number of factors can impact
the final number—that a strategic
account manager should be manag-
ing 1 to 12 accounts (Figure 5–8).

Again and again, lost-account
interviews reveal that the ex-sup-
plier had badly underestimated the

time relationship management required. Overassigning ac-
counts—unfortunately commonplace in account manage-
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F I G U R E 5– 8

Factors Impacting Strategic Account Assignment

1. How much opportunity does a given customer offer?

2. How experienced is the account manager?

3. Is the customer geographically dispersed?

4. Is decision making decentralized?

5. How many individual relationships need to be managed at the strategic
accounts?

6. How well aligned is the supplier?

7. Has a huge new opportunity suddenly appeared that requires a seasoned
strategic account manager?

8. How many supplier employees and executives are willing and able to support
these relationship-management activities?

9. Will employees outside sales take responsibility for tasks assigned them by
the strategic account manager?

10. Are there sufficient support people so that the large account managers can
concentrate on value creation and relationship management rather than purely
sales or administrative duties?

Overassigning

accounts is one of

the fastest ways to

nullify the

effectiveness of an

excellent account

manager.



ment—is one of the fastest ways to nullify the effectiveness of
an excellent account manager.

There are holes in this model. It allows no time for at least
four major account management activities: (1) account plan-
ning (which our panel stated was
one of the three most time-con-
suming tasks performed by excel-
lent SAMs), (2) administrative ac-
tivity (reporting and control), (3)
travel time, and (4) vacation/per-
sonal time. We readily admit that
these holes lower still further the
number of customer relationships
an account manager can manage.

We would argue, however,
that this staffing analog, even with
its holes, is far closer to account-de-
fined reality than any headcount
projection or sales-staffing model.

It continues to surprise us
how many suppliers make critical
staffing decisions not on what
their strategic accounts expect or
merit but on staffing analogs
whose relation to reality is statistical at best. The point of this
exercise is not exactitude as much as it is to achieve account fo-
cus: to start seeing strategic account management from the cus-
tomers’ point of view.

We’ve spoken about the challenges of SAM selection, de-
velopment, and assignment. Let’s now turn our attention to the
challenge of account manager compensation.

HOW DO WE PAY STRATEGIC
ACCOUNT MANAGERS?

There are many potential pitfalls with strategic account man-
ager compensation. The two that we believe have the most
power to kill the program are (1) how the account manager
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compensation is balanced between salary and any short-term
incentives and (2) whether the strategic account manager is
compensated in such a way that field salespeople and internal
employees will find it worthwhile to help the manager, the cus-
tomer, and the program.

First, when SAM compensation is heavily weighted to-
ward short-term incentives, account managers tend to ignore
all things strategic or long-term and focus on generating new
business. And who could blame them? That is where their pay-

off lies. Compensation drives be-
havior; short-term compensation
drives short-term transactional
thinking and selling—not strate-
gic account management.

Our experience, echoed by
the annual SAM compensation
study conducted by the Strategic
Account Management Associa-
tion, has been that strategic ac-
count manager compensation is
most often balanced 75 to 85 per-
cent salary and 15 to 25 percent in-
centive bonus.

The salary usually includes explicit revenue-growth
goals that strategic account planners develop. Incentives
might include hitting certain account share or profitability
targets, or creating longer-term strategic initiatives. This com-
pensation allows the account manager to concentrate on lon-
ger-term strategic solutions, which also tend to be larger and
more profitable.

The other potential compensation pitfall is how the strate-
gic account manager’s compensation impacts that of the field
salespeople and operations folks, an area account management
programs designers too seldom consider. One firm serving a
multilocation strategic account hired an account manager from
outside the firm and paid her 50 percent salary and 50 percent
commission. She assumed responsibility for eight large strate-
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gic relationships. As is typical, though, she depended on the
field salespeople to manage and service the strategic accounts’
local relationships. Everyone agreed this made sense. The sup-
plier, however, did not want to descend into the briar patch that
is sales compensation and decided that the account manager
and the field salesperson should split the commission on any
incremental sales. As is the case with most pitfalls, this made
sense only in theory.

Three basic field responses to the compensation change
emerged, only one of which was positive. In the first field re-
sponse, salespeople started spending less time at the strategic
account because they could earn full commissions by serving
nonstrategic accounts. This meant certain field salespeople de-
voted less attention to strategic account locations than they had
before the program existed.

In the second scenario, the field salespeople sold to the
strategic account and then went after their full commission by
arguing their case to their regional vice president. In several
cases, the highly autonomous regional vice presidents had ini-
tiated the strategic relationship and didn’t like to see their
power taken over by the strategic account program, particu-
larly by an “outsider.” They therefore let their salespeople earn
their full commission, dealing the account manager and the
program serious blows. And because of the time this arguing
and refereeing required, certain account locations received less
attention.

The third scenario was rare but deserves mention. A few
field salespeople (out of 100+) saw what was possible in a stra-
tegic account management program. They worked with the
account manager to realize that potential. In several cases,
these salespeople, some of whom were relatively low per-
formers in field selling, later became effective strategic ac-
count managers.

Now let’s examine a particularly thorny case from IBM
Global, which faced the account manager-field compensation
problem in its global account management program and came
up with an ingenious interim solution.
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THE IBM GLOBAL STORY

IBM’s global account manager compensation story starts with
IBM’s largest customers, who began requiring more consistent
global sourcing from its suppliers. In the early 1990s, this was
particularly difficult for IBM because of its geographical orga-
nization. At that time, if the account was located in your area, it
was your responsibility and you got paid for it. For example,
Ford Motor Company was very well supported in Dearborn,
Michigan, but people in other territories had no incentive to
contribute to Ford—either in Dearborn or in Europe. A large
number of IBM executives realized that this geographic struc-
ture was not really helping the strategic account, which didn’t
really care how IBM was organized. One executive said, “Cus-
tomers don’t care how IBM does it. They cut a check and they
tell IBM to go forth and conquer. It shouldn’t matter how it’s
done, just that it is done.”

Lou Gerstner, IBM’s president, heard the customers’
clamoring and realized IBM was going to have to provide a
more coordinated global response to their needs. In May 1994,
Gerstner reorganized IBM into 13 industry groups. For exam-
ple, a manufacturing group serving Ford is independent of any
geographic boundaries. IBM also changed the way it managed
global accounts, naming employees in direct customer contact
positions “worldwide client executives (WCE’s)” and assign-
ing them dedicated support staff. For example, IBM’s Ford
WCE has salespeople, project managers, and technical people
who work directly for him on the Ford account. He also has re-
sponsibility for others who are matrixed onto the Ford team.
These people have someone else as their official boss, but they
work on Ford 100 percent of the time.

Soon after the reorganization, though, problems arose
when the WCE’s would request assistance for their customer
from remote IBM locations. Because there was little consis-
tency in how the country managers handled their compensa-
tion programs, there was usually little incentive for either the
country managers or the remote IBM employees to assist the
global account manager—even if the account were huge. This
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inconsistency created a disconnect between the WCEs’ goals
and those of the remote field people, leaving customers
trapped among warring compensation systems. Gerstner and
IBM realized that they would need to change the IBM global
compensation structure so everyone would be headed in
roughly the same direction.

IBM and consultants started working with a select group
of IBM employees to consider possible compensation plans to
rectify this problem. IBM’s Ford WCE and several of his Ford
team members participated in the compensation redesign ses-
sions. At first, the North American and European teams went
through simulations on paper. This provided an opportunity to
work out the problems before IBM rolled out the new compen-
sation plan.

IBM’s new compensation plan recognized that people on
teams such as those serving Ford have some incentive compen-
sation tied to team goals. IBM therefore gave the WCE partial
control over team members’ variable compensation incentives.
They could, for example, set up specific incentives for services
teams or product specialists that contribute to the strategic ac-
count relationship. Client executives can specify the measures
and the dollar amount of the incentive. For example, a product
specialist who was previously paid to push IBM technology
was then rewarded for encouraging the best solution for the
customer, regardless of whose technology the solution re-
quires. Any product specialist who doesn’t sell the best solu-
tion doesn’t maximize her personal earnings. They left money
on the table if they were not working with the whole team. It
was a subjective measure, but it worked.

That was creative but the truly innovative component of
IBM’s global compensation plan was the personal business con-
tribution (PBC) bonuses. The worldwide client executive could
offer a bonus to any IBM employee in the world who contributed
to developing the worldwide client relationship. For example,
IBM’s Ford WCE can ask German employees to do something
for Ford and can offer those employees 500 Euros for their con-
tributions. He can create discrete activities and support them
with direct pay. On top of this, remote IBM executives received
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variable pay based on the corporate and geographic perfor-
mance of the company. This compensation provided incentives
for the remote executives and employees to work for relation-
ships on whose financial future IBM depended.

IBM’s global compensation system moved from a regional
to a customer focus, regardless of that customer’s location. The
sales compensation plans for IBM’s large accounts are now con-
sistent across the world, with only slight variations based on re-
gional legalities. IBM executives described the compensation
system as a form of “global plumbing that ties us all together to
get work done for our customers.”

IBM’s global compensation program allows IBM to ser-
vice its strategic accounts from a truly global perspective. This
benefit, in turn, has contributed to increased business for IBM.

The European Ford team’s pay depends on global revenue
created from Ford. An English IBM employee will now choose
to come on board to help with some local Ford issue because
they easily understand their incentive to do so. IBM’s Ford ac-
count posted its best year ever in 1995. This was attributed, in
large part, to the new compensation program. IBM had $30 mil-
lion to $40 million in additional business from Ford alone dur-
ing 1995. Ford was so impressed with IBM’s service quality that
it asked IBM to treat Mazda as a Ford entity.

IBM believed strongly that the underlying structure of its
new compensation program was very sound, and it wanted to
keep the program as simple as possible. Consequently, IBM did
not impose many changes on the program in the late 1990s. IBM
then worked out a way to let the various organizations within
IBM know how it pays people throughout the whole company.
It built templates that illustrate how it rewards particular posi-
tions. By January 1, 1997, the compensation plan, including
these templates, was on IBM’s intranet for everyone at IBM
across the globe to examine. And in 1996 IBM paid out $1 billion
to employees in variable pay.

Team-based compensation is one of the most problemati-
cal areas in strategic account management, worthy of several
books. For team-based compensation to work, you need very
specific individual objectives that, together, add up to total ac-
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count success. The variables in this scenario are geometric.
Firms can fail if the individual goals are hazy or if the individ-
ual objectives are not based on performance. You need to think
through any team-based compensation very carefully because
it can potentially increase your
cost of sales without driving addi-
tional revenues and profits.

IBM’s revolutionary pro-
gram recognized the importance
of a boundary-less organization
for its global accounts and was
willing to pay for it with cash and
political capital. IBM moved to-
ward a model in which the world-
wide client executive is basically
the CEO of a strategic account
business unit who can pay em-
ployees for their efforts on a given
account.

IBM’s story makes a strong
case for creating a compensation
program that drives strategic ac-
count managers to treat their as-
signed relationships as their own strategic business units.

The SAM thus becomes a general manager of her assigned
customers, accountable for balancing the relationships’
short-term cash flow with their long-term profitability (as was
the case with Honeywell Industrial Automation and Control
Solutions).

CREATE HUMAN RESOURCES SUPPORT FOR
STRATEGIC ACCOUNT MANAGERS

How can you ensure that your firm has created human-re-
sources support for strategic account managers?

1. Select and develop strategic account managers based
on a validated set of account manager competencies.
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2. Assign strategic account managers based on the
number of account relationships to be managed
rather than on the number of accounts.

3. Develop a repeatable yet flexible sales process for
your strategic account managers.

4. Create account manager compensation programs that
drive long-term strategic relationship building by
striking a balance between salary (75 to 85 percent)
and incentive-bonus plans (15 to 25 percent) that
reward the account manager for achieving strategic,
relationship, and revenue goals.
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C H A P T E R 6

Key 5: Create Firmwide
Relationships at Multiple
Levels of Relationships
between the Firm and
Its Most Critical Accounts

In this chapter we focus on creating and managing interfirm
relationships with strategic accounts. We will be discussing:

1. Mapping strategic account relationships.
2. The strategic account loss cycle.
3. Preventing the strategic account loss cycle.

Often sellers focus on developing and maintaining
strong relationships with tactical customer employees, such
as purchasing people and technicians. While it is important to
develop such relationships, the strategic account manager
(SAM) should develop firmwide relationships—ongoing par-
allel linkages between functional areas of the supplier and ac-
count. We like to call it “covering the bases.” Unless the rela-
tionship is firmwide, with the account manager acting as a
liaison between customer needs and supplier resources,
savvy competitors will have a great opportunity to woo away
critical decision makers.

For example, a key account salesperson was promoted to
strategic account manager because he had successfully worked
with the customer for seven years and had an excellent rela-
tionship with the purchasing manager. They had golfed and
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hunted together. But on a quarterly call, the new SAM arrived
to find a very unhappy friend. The purchasing manager told
him that a competitor had been in, had scheduled, and had
made several presentations to three executives. The executives
found the competitor’s overall value compelling and had sim-

ply told the purchasing person to
start buying from the new sup-
plier. The account manager, who
had seen little reason to speak with
these executives, was stunned—as
were the executives to whom he
reported.

The account manager’s hard-
won lesson was that he needed to
create and manage multiple and
multilevel relationships in each
strategic account. If your strategic
account management efforts do
not include identifying and man-
aging influencers in the buying
group, you may be playing cus-
tomer roulette.

Basic selling know-how is the
key to initiating a firmwide rela-
tionship. Covering the bases, un-
derstanding the buying process

and decision makers (or as we like to call them, “buying influ-
ences”) requires: (1) identifying all of the influences for a given
opportunity, (2) understanding each influence’s role, and (3)
pinpointing his or her degree of influence over the decision.

At a high level, these are the sorts of roles you are looking for:

Economic Buyers can give final approval to buy. They
can say “yes” when everyone else has said “no,” as well
as veto a deal that everyone else has approved.
User Buyers use or supervise the use of your product or
service. Their personal success typically is tied to the
success of your solution.

114 PART 2 Tactical Issues in Strategic Account Management

Unless the

relationship is

firmwide, with the

account manager

acting as a liaison

between customer

needs and supplier

resources, savvy

competitors will

have a great

opportunity to woo

away critical

decision makers.



Technical Buyers judge the measurable, quantifiable
aspects of your proposal. They may act as gatekeepers
and can say “no” to a proposal based on specs or
technical issues.
Coaches want your solution for a particular opportunity
and act as a guide by providing information you need to
position yourself effectively with each buying influence,
and ultimately close business. Coaches must be
proactively identified and developed.1

Figure 6–1 shows a model of a buying influence group
map, superimposed over an organizational chart

Understanding and mapping the buying influences may
at first seem fairly simple, but that may be misleading if the ac-
count manager has missed or misinterpreted a role. We recall a
gifted national account manager for a truck-component manu-
facturer who was selling to a large fleet for more than seven
months. His experience told him the economic buyer had to be
the fleet’s VP of sales or VP of marketing. One day the VP of
sales asked him why he was pushing the benefits to him when
the VP of purchasing was the decision maker. This was news to
him. Had he known the VP of purchasing’s role earlier, he
could have more effectively leveraged his selling time. After he
verified the group’s roles, he was able to complete a huge sale in
several months. But he had never seen a VP of purchasing who
acted as an economic decision maker.

Optimized time, though, is only one of the benefits of a
buying-influence group map. The map is also a communication
tool—a roadmap to the relationship structure that enables even
a new account manager to figure out where to start. In our expe-
rience, too many strategic account managers either don’t have a
handle on the customer’s buying influences or they do not
share that account knowledge (a huge asset) with others. Such
unshared information almost always negatively impacts the
customer relationship.
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Another key point here. We are not saying that the ac-
count manager will herself manage all these relationships,
which in some cases can number several dozen. A good strate-
gic account manager may initiate these relationships, but man-
aging them day-to-day may be a
task for appropriate supplier exec-
utives/managers—one of the par-
allel linkages mentioned earlier.
These executives/managers need
to know the customers’ respective
account plans cold and must de-
velop personal objectives based on
the supplier’s goals for the ac-
counts. The SAM can step in as a
resource when needed but the ex-
ecutives/managers will ideally
manage that personal relation-
ship. To manage this many rela-
tionships, the firm will ideally cre-
ate an easily accessible repository
of ongoing contact information
from previous customer communication. This repository
might even include an executive’s parenthetical comments
about the call, which can signal a huge opportunity to another
member of the supplier account team. The wider and deeper
the chain of effectively managed relationships, the higher the
account’s emotional costs of switching to another supplier.

So, after mapping the buying influences, we suggest that
account managers validate their information. On the next two
pages we present tools for SAMs to think more deeply about
customers they have identified in the buying influence group.

RELATIONSHIP MAP CHECKLIST2

In Figure 6–2 is a checklist to validate the buying influence
group map. These questions should lead SAMs to take a hard
look at their relationships within accounts.
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A very creative director of strategic accounts used this
Buying Influence Map Checklist at a national sales meeting. He
first asked that his account managers fill out the sheet for one of
their most critical customers. He then had each manager pres-
ent how his customer “worked” to two other people in the
group. The real things you need to learn from your peo-
ple—and this tool can help greatly—are:

1. Which part of the worksheet, if any, did you have the
most difficulty completing? Why?

2. Was there anything you thought you knew and now
wonder if you do?

3. What insights emerged as you went through this
exercise?

4. What additional information about your customer,
if any, do you believe it now would be helpful
to have?

A caution about the worksheet: strategic account manag-
ers may be tempted to fly through the “How do you know?”
questions. These are harder than they may initially seem. Just
as the SAM earlier “knew” the VP of purchasing couldn’t be the
economic decision maker, so many strategic account managers
take their gut feel as gospel. This question allows them to exam-
ine their assumptions (a manager’s coaching can be very help-
ful here). After completing this exercise, many SAMs realize
they do not know their account’s buying influences as well as
they thought they did.

THE STRATEGIC ACCOUNT LOSS CYCLE

During the last 16 years, we have interviewed thousands of de-
cision makers, including a large number at lost strategic ac-
counts. As we conducted those interviews, certain patterns be-
gan to emerge in how customer relationships end. We were
able to identify some root causes for those relationships dying.
The graph in Figure 6–3 illustrates our conclusions.
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Phase One: Not surprisingly, the strategic account loss cy-
cle starts with recurring problems and customer frustration. In
many cases, phase one can result from not covering your bases,
not following up, not truly understanding an account’s needs,
or not seeing that recurring account complaints shield a more
serious issue. These issues tend to lead to not once-in-a-while
problems (that can appear almost any time in a relationship),
but problems that occur increasingly often and can negatively
impact some critical account contact’s performance measure-
ment. Supplier shipments might be delivered late, leading to
line slowdowns or even stoppages. There may be a recurring
product-quality problem. Whatever the recurring problem,
when an account employee gets docked for the supplier’s poor
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Phase One

Recurring Problems and Frustrations

Phase Two

Phase Three

Phase Four

Anger

Key person wants change (adversary is created)

Negative performance tracking/marketing

Look at other suppliers

Impact study (cost of change)

Give performance standards to supplier

Last chance ultimatum

Broken promise—new supplier

Lawsuits (death by the billable hour)

18–36 months

© 1998 S4 Consulting



performance, he starts to complain to the supplier, and when
that poor performance continues, he (or she) gets angry and
very focused, and becomes an adversary. This is a solid reason
for setting up supplier performance-measurement systems at
the account.

A company we know wanted to assess relationships with
critical customers. These assessments included a customer
win/loss analysis. We asked this company whether it had lost
a major customer in the last five years. After some very loud
silence, a supplier executive nodded and said, “But she won’t
talk to you.” It turned out the firm had lost a top-three cus-
tomer three years before—primarily through the internal ef-
forts of a customer production supervisor, an overlooked user
buyer. The supervisor had lost her bonus because the sup-
plier’s poor shipping performance caused major blips in line
utilization.

We then called the supervisor and asked if she would be
willing to answer some questions about the supplier. After a
very long pause, she asked one question, “Are they paying you
by the hour?” When she was told “yes,” she invited us to her of-
fice and spoke for six hours. Those six hours were among the
study’s most valuable to the supplier because she gave detailed
information regarding the firm’s poor performance, failed pro-
cesses, and failed systems. The incident was painful for the sup-
plier to relive but it pointed out processes that remained inef-
fective and that other accounts had been complaining about.

Phase Two: Once negative supplier performance has
burned a customer, adversaries feel a personal mission—a call-
ing—to rid themselves and their company of the offending
supplier. Thus begins phase two, in which the adversary starts
tracking negative performance to condemn the supplier. One
critical lesson: if a strategic supplier does not quickly develop
systems to measure critical performance indicators at an ac-
count, the adversary will set up systems that track the sup-
plier’s lack of performance.

Armed with lack-of-performance metrics, the customer
adversary then becomes a VP of negative internal marketing
for the supplier, giving regular short marketing presentations

CHAPTER 6   Key 5 121



as to why the supplier should no longer serve his firm. We once
spoke to an executive customer contact who was very unhappy
with a supplier. He reached over to his bookcase and pulled
down a six-slide, multicolored, graph-filled presentation about
the supplier’s shortcomings. He gave the 10-minute presenta-

tion so professionally that it was
clear he had had a great deal of
practice. You do not have to be a
marketing professional to see this
as a very bad sign for the supplier.

Over time the adversary, at
whatever management level,
starts to develop a group that sup-
ports his position and is willing to
look at other suppliers. If the sup-
plier is a service organization and
switchover costs are minimal, the
customer might switch suppliers
now, during phase two. If supplier

switchover requires major changes, such as retooling a manu-
facturing line, the adversary usually will aim to fund an impact
study to compare the cost of change to the cost of continuing to
do business with the supplier.

Phase Three: The sorts of momentum an existing supplier
relationship can have intrigue us. In most cases, after the adver-
sary completes the impact study, an executive at the customer
will turn to her counterpart at the supplier and provide base-
line performance standards and demand that the supplier meet
them. Usually the poor-performance report shocks the sup-
plier’s executives, because internal account managers may
have carefully insulated the executives from the firm’s poor
performance.

In these cases, supplier executives tend to act in depress-
ingly similar fashions. They go to the areas that are
underperforming—shipping, say—and demand that they im-
prove performance if they want to keep their jobs. Performance
will minimally improve, but if the problem has been recurring,
there is almost always some process or system out of alignment
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with the customer’s expectations. Saber rattling does not rede-
sign systems or processes, so the problem persists. This usually
leads to the customer flinging an ultimatum at the supplier,
which leads to another flare-up of executive rhetoric, and then
to a broken promise and new supplier.

Phase Four: Although this phase on the graph seems to be
part of a linear progression, phase four of the loss cycle only
happens in about 1 out of every 30 customer losses. In those
cases liability issues are involved and the customer hurls not
just demands but lawsuits. In most cases the supplier hurls
back countersuits and there can be a lengthy legal battle, in
which the winners are sometimes only the lawyers. Such a suit
can potentially kill the supplier. It is one thing to lose a large
customer’s revenue stream; it is quite another to lose that and a
treble-damage liability suit and have your firm’s margin wiped
out for years.

PREVENTING THE STRATEGIC ACCOUNT
LOSS CYCLE

The loss cycle highlights the need to capture an in-depth rela-
tionship map of the buyer-influence group, including the top
three goals of each member. It also strengthens the case for cre-
ating parallel linkages between firms, linkages that can hold
the overall relationship together even if one of them starts to
weaken. In most cases, adversaries are born because the sup-
plier is not carefully managing all critical relationships—not
covering the bases. This can happen because the account man-
ager is overassigned and has to “skim” some relationships. But
it can also happen simply because the account manager did not
learn the correct role or the critical goals and challenges of a
buyer influence. In our experience firms rarely set up perfor-
mance measurement systems based on the expectations of
buyer influences. But those firms that do tend to have much
longer and more successful relationships with strategic ac-
counts. Below is the example of U.S. West’s Vicki Towey, who
determined her account’s real needs and measured her perfor-
mance by the hassles she was able to help her customer avoid.
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THE U.S. WEST/DAYTON HUDSON STORY

In 1999 U.S. West (now a part of Qwest Communications), was
an $11 billion telecommunications company that served more
than 25 million customers in 14 states, including residential,
small- and medium-sized businesses, federal, education,
Internet service providers, and large customers. In 1999 U.S.
West served 32 strategic accounts that generated $400 million,
or 30 to 40 percent of U.S. West’s revenue from large industrial
and commercial businesses. Twelve senior account managers
served the largest of these strategic accounts (Dayton Hudson
Corporation, Wells-Fargo, Boeing, etc.). For four years Vicki
Towey had been the SAM for Dayton Hudson, the retailing gi-
ant (Dayton’s, Hudson’s, Mervyn’s, Target Stores) based in
Minneapolis. It was a complex job at which she excelled.

In 1999 Towey estimated that she was maintaining or or-
chestrating more than 60 relationships at Dayton Hudson—at
all levels of the organization. She spent a great deal of time
working with Dayton Hudson’s operations people, its plan-
ners, the firm’s managers, and executives. Managing multiple
relationships, she said, allowed her to determine what was
keeping both middle and upper managers awake at night. It
also allowed her to determine Dayton Hudson’s strategic and
day-to-day business needs—in many cases before Dayton
Hudson fully realized those needs.

In the mid-to-late nineties, Dayton Hudson was undergo-
ing the pain of consolidating three autonomous divisions’ in-
formation systems & communications infrastructure. At the
same time, Dayton Hudson was planning to build a 14-story of-
fice tower in downtown Minneapolis. Dayton Hudson employ-
ees at many levels confided in Towey that they were not look-
ing forward to a similarly complex task of designing and
managing the IT and communications infrastructure for the
new building.

The task was complex because it required managing the
multiple suppliers needed to establish the routes through
which voice, video, and data flow in an organization. This com-
munications infrastructure can involve hundreds of services,
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all of which need to smoothly work together and most of which
need to be easily accessible from the employee’s desktop. For
Dayton Hudson’s new building, the required services included
E-commerce, fiber-optic cabling, voice, video, and data ser-
vices, LAN switching services, WAN connectivity, disaster re-
covery services, and work-at-home portfolios—just to name a
few. Each of these services was offered by multiple vendors,
which meant that in a given project someone had to manage
dozens of suppliers so everything came together on time and
under budget.

But where Dayton Hudson saw a major hassle, Towey
saw a major opportunity: to gain the majority of the communi-
cations-infrastructure design business by becoming account-
able for those hassles. She would bundle all the necessary ser-
vices by acting as a general contractor for the design and
development of the Dayton Hudson building’s communica-
tions infrastructure. When Dayton Hudson sent the RFP out,
Towey believed she had a major opportunity to apply the
knowledge and relationships she had developed over nine
years to capture the lion’s share of the business. She said she
“wanted to own the desktops” at the new Dayton Hudson of-
fice tower. When Dayton Hudson sent the project out to bid, it
narrowed the choices down to 20 suppliers, then 8 suppliers,
and then 1 (U.S. West).

Dayton Hudson chose U.S. West because of the unique
service bundle that Towey and her team had structured. Essen-
tially, Towey had translated all the concerns voiced to her by
Dayton Hudson middle and upper management into a custom-
ized bundled solution. U.S. West would act as the general man-
ager for designing and developing the communications infra-
structure (voice, video, data), assuming responsibility for
project management and offering competitive flat labor rates
for most of the required tasks. This meant that Dayton Hudson
would not have to deal with multiple communications infra-
structure vendors, only with U.S. West. With the resources allo-
cated and ready, service-level agreements and technical speci-
fications drawn up, U.S. West started delivering its Dayton
Hudson “service delivery partnership solution.”
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The number of services bundled was so great that, in
many cases, the products Dayton Hudson bought were not U.S.
West’s. For example, Dayton Hudson bought a switch from one
of U.S. West’s major competitors, but the competitor simply in-
stalled the switch and then U.S. West installed all peripheral
equipment (sets) at the flat labor rates, saving Dayton Hudson
significant costs in the process. Towey continued to manage in-
ternal relationships, introducing U.S. West and subcontractors
to her Dayton Hudson contacts and making sure that the pro-
ject went smoothly. She says that at this point she spent a great
deal of time “keeping all the balls in the air.” Towey’s solution
allowed Dayton Hudson to do what they did best—retail-
ing—and allowed U.S. West to assume the total project man-
agement accountability for infrastructure design and develop-
ment, and to reap the rewards for so doing. It was one of those
times when supplier performance was easily judged and
tracked: was Dayton Hudson having to assume any of the com-
munications infrastructure hassles, and did that infrastructure
allow the effective delivery of video, voice, and data?

Dayton Hudson estimated that U.S. West’s “service-deliv-
ery partnership solution” saved it millions of dollars. And cus-
tomer satisfaction was never higher. In 1998 Dayton Hudson’s
Executive Vice President and CIO Vivian Stephenson awarded
U.S. West its DH CIS’ Best Business Partner Award. As
Stephenson said in her award letter, “These awards recognize
vendors who have achieved excellence in service, leadership,
and execution.”

There are also major benefits for U.S. West. First, the con-
tract generated $5 million in incremental business. Second, be-
cause U.S. West designed the building’s technical specifica-
tions and installed the vast majority of hardware and software,
U.S. West knows the building and its communications infra-
structure better than anyone and will be providing technical as-
sistance, including dedicated on-site technicians, for many
years. Third, Dayton Hudson was about to begin an even big-
ger project, a new 32-story corporate headquarters building in
Minneapolis. No firm was better positioned than U.S. West to
develop that building’s communications infrastructure—and

126 PART 2 Tactical Issues in Strategic Account Management



U.S. West again won the bid and its $10 to $15 million incre-
mental revenue. Without the 60+ relationships and deep
knowledge of Dayton Hudson challenges, Towey would not
have been able to identify the opportunity. Without her project
management abilities and her support folks, she would not
have been able to take advantage of the opportunity. Towey’s
success positioned her and U.S. West for even more business
from Dayton Hudson. Deep customer knowledge and
firmwide relationships led to huge dollar paybacks for both
supplier and customer.

Such in-depth relationships and account knowledge also led
3M in its success with IBM Storage, which we describe below.

THE 3M/IBM STORAGE STORY

IBM Storage makes giant magnetic resistive recording heads
(GMR heads) for computer hard drives. Jan Hildebrandt, the
3M account manager for IBM Storage, first worked to gain an
in-depth relationship with the firm so she could understand its
business challenges. She established multiple relation-
ships—from executive VP to procurement—at IBM Storage’s
design centers in San Jose, California and Fujisawa, Japan, and
at IBM corporate, where she began to understand more clearly
how IBM Storage fit into IBM’s global marketing strategy.

By working closely with IBM’s design and manufacturing
teams in California and Japan, Hildebrandt identified one of
IBM Storage’s largest business problems: GMR heads are ex-
tremely sensitive to electrostatic discharge created during the
manufacturing process, which can result in up to 25 to 30 per-
cent product loss. Hildebrandt brought in 3M’s Technology
Group, which helped redesign the GMR head manufacturing
process with less static-sensitive materials. Through those ef-
forts, 3M reduced IBM Storage’s GMR product-yield loss by 10
percent, which translates to several million dollars annually.
Hildebrandt coordinated the various 3M resources required at
the San Jose IBM design facility.

The GMR effort was so successful that IBM Storage came
to consider Jan Hildebrandt and the 15 3M technology organi-
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zations she represented (electrostatic, filtration, adhesion, etc.)
as critical resources and strategic partners, particularly when
IBM encountered customized-production problems.

When IBM Storage identified such a problem, it came to
Hildebrandt in the early stages to see if 3M resources could
help. 3M found itself modifying some of its existing products or
combining existing technologies to create new products to sup-
port IBM’s needs.

3M sales to IBM Storage increased 300 percent in two
years—or more than $10 million in incremental dollars. When
the IBM executives with whom she had established relation-
ships saw the results she had delivered, 3M was very well posi-
tioned for further partnering efforts. Sales increased more than
25 percent in 2001, partially through three new partnering op-
portunities that Hildebrandt helped identify.

She had developed executive relationships at corporate
and at the various sites, she identified problems that her 3M
technology partners could solve, and she coordinated those
projects to ensure IBM received the value-added.

In both these cases, the SAM started by developing multi-
ple relationships with her customer. By asking questions and
listening well, both account managers learned of challenges
their customer was facing and with which they could help.
They learned their accounts’ business problems and set up per-
formance-measurement systems. The account managers’ assis-
tance resulted in increased sales and, more critically, even
deeper account relationships. The customers began seeing the
suppliers—U.S. West and 3M—not as vendors but as re-
sources, strategic partners.

CREATE FIRMWIDE RELATIONSHIPS

How can you ensure that your organization is creating
firmwide relationships? Ideally, your strategic account man-
ager will:

1. Identify the critical players in the appropriate
account buying-influence group(s).
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2. Determine the role that each player fills, including:
• his top three needs;
• his degree of influence;
• his preferred communications mode;
• his desired frequency of contact;
• his primary supplier contact; and
• how to deepen the relationship.

3. Use the relationship map checklist to identify gaps in
knowledge as well as resources required.

4. Either manage a given buyer-influence relationship
or orchestrate another supplier employee’s
management of the relationship.

5. Set up performance-measurement systems that track
back to the goals of the buying influences.

6. Monitor those measurement systems for early
warning signs of the customer-loss cycle.

7. Manage the opportunities that then arise.
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C H A P T E R 7

Key 6: Regularly
Quantify and
Communicate the
Value Received from
and Delivered to
Strategic Accounts

To succeed as a business strategy, strategic account manage-
ment requires solid returns from its program and its targeted
customer investments—quarter-to-quarter and longer term.
The program’s executive sponsors and those serving the cus-
tomer, perhaps working with the
finance people, will ideally deter-
mine the customer’s long-term re-
lationship-asset value and its re-
placement cost. Knowing these
numbers, an executive can decide
whether a given investment in the
relationship is justified. Con-
versely, others serving the cus-
tomer will also quantify the value
they deliver to those accounts.
Without continually quantifying
and communicating that value,
there is little way to justify premium prices.

We will be discussing two topics:

1. Quantify the value strategic accounts provided.
2. Quantify the value delivered to strategic accounts.
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One of the battles that strategic account management has
had to continually fight is the charge that it is based primarily on
relationship management, which many often see as a “soft” is-
sue. In several decades of work, we’ve seen that relationship
management is a detailed performance issue requiring a strate-
gic account manager with superior interpersonal and business
skills and a firm that has dealt substantively with the seven keys
in this book. The firms most effective at strategic account man-
agement realize that, if they cannot make a financial case—inter-
nally and externally—for the value a given strategic account pro-
vides and receives, it makes no sense to invest in that
relationship. We’ve spoken about the importance of portfolio
analyses prior to naming an account strategic, but suppliers
should also reassess resource allocation to strategic accounts
regularly in the light of revenue/profit/costs generated.

Strategic account management, unfortunately, does not
easily lend itself to traditional ROI measures, which most exec-
utives expect. With estimated payback figures, executives justi-
fiably find it difficult to determine whether a given relationship
really merits an investment. Throw in the ever-present need for
cost control, and you have created the perfect scenario for firms
thinking short-term and underinvesting in customers on
whose future they depend.

QUANTIFY THE VALUE STRATEGIC
ACCOUNTS PROVIDE

We know a strategic account manager at a design-and-build firm
who started a relationship with a division of a global service orga-
nization. The account manager started slowly, developing trust
with the global facilities manager, and soon signed contracts for
three continents, making the services organization one of the de-
sign-and-build firm’s top three customers. Then the de-
sign-and-build firm reorganized and named a field general man-
ager to head its strategic account management program. The field
general manager did not really understand what strategic ac-
count management was and clung to the management style that
had given him success in the field—a focus on strict cost controls.
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The SAM began to feel constricted almost immediately.
As one example, the services organization needed to custom
build part of a facility, which required the design-and-build
firm to hire out $1,000 of extra architectural design work. The
account manager simply passed the bill to his new boss, seeing
it as a justified expense in an account potentially worth hun-
dreds of millions of dollars annually. The new director did not
see it that way and said that, if the expense was not specified in
the contract, the client would have to pay it, regardless of the
account revenue potential. The SAM spent $1,000 of his own
money to keep from damaging the relationship—and he began
to update his resume. He could see that he was not going to be
able to maintain loyal and profitable customer relationships.

Let’s seewhatcanbeatstakewithastrategicaccountbydoing
a simple exercise that requires some hard analysis (Figure 7–1).

Calculate the lifetime customer value by following the in-
structions below:

In Column A, place the name of your top three strategic
accounts, defining the top three by whatever your
strategic goals are.
In Column B, grade each of those relationships from A
for excellent to F for failing.
In Column C, write the annual revenue that each
customer generates.
Multiply those totals times 10 for 10 years (Column D)
and write the new numbers in Column E. We have used
10 years arbitrarily here. If your relationships tend to
last longer, multiply the totals times more years.
In Column F, write the estimated margin percentage on
those relationships and multiply them times the dollars
times years to calculate the bottom line. The margin
number tends to be the figure that people have most
trouble coming up with. If your program is up and
running, you can come up with a margin percentage by
starting with your firm’s average gross margin percent-
age. Then you could adjust it for strategic account
management. See Figure 7–2 for adjustment factors.
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If you can come up with a margin percentage, multiply
that percentage times the 10-year revenue figures to get the bot-
tom-line value of the relationship over 10 years. If you are not
comfortable estimating the margin percentage, use the 10-year
revenue figure. We will show a little later how Boise Office So-
lutions successfully nailed down the margins of its national ac-
counts.

You now have three numbers. Answer the following ques-
tions regarding those numbers:

1. Examine the total lifetime values you’ve computed
for your top three accounts. What annual dollar-level
value are you currently delivering to each of these
customers? How do you know? How does that
annual dollar level compare with the value they
deliver to you?

This question jumps us into the second part of
this chapter, where some effective firms
demonstrate how they quantify value they deliver.
For now, if your firm is not quantifying its delivered
value, the odds are very good that the customer will
neither recognize your value nor see much reason to
remain loyal.
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2. If you were to lose these three customers, how much
would it cost you to develop new account
relationships that would generate the same level of
revenue or profit? In other words, what are these
customers’ asset-replacement costs? Would you be
able to replace these three customers with three other
accounts?

This is one of those questions that can pale the
face of even the most secure executive. No one wants
to think about losing a huge customer. Even though
businesspeople know that losing such customers
means sacrificing a predictable revenue stream over
time, it’s usually eye opening to see these numbers
written in cold, hard print.

It’s as sobering to consider losing these customers
as it is to determine exactly what it would cost to
replace them. In our experience, few firms have
guidelines about what they would spend to replace a
major relationship. We do know engineering firms
that budget 5 to 10 percent of their annual revenue
for special marketing and/or sales expenses; some of
these firms apply that 5 to 10 percent as a rule of
thumb for acquisition costs. If the customer is worth
$10 million annually, the firm is willing to invest
$500,000 to $1 million to try to acquire it.

The reason for the final question regarding the
three customers is that, when executives start to
think about this issue, they may see that there are not
three huge accounts out there “dying to be sold by
us,” in the words of one executive. In many cases, the
firm would have to sell six to nine smaller customers
to produce the same level of revenue as the top three
generate. Multiplying the number of customers you
need to acquire substantially increases the acquisition
costs. Next to margin percentage, this is probably the
most challenging question in this exercise, but to
receive the full benefits of this exercise, you must
determine or estimate asset-replacement costs.
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3. How much are you currently investing in these
relationships to ensure that you don’t lose them?

After working through the previous question,
many executives immediately answer this question
by saying, “not enough.” And that answer tends to
get validated when they determine how much they
are already investing. Executives usually answer this
question by prorating the salaries of the strategic
account manager and support people by how much
time they dedicate to the account. If you have already
gone though the six-question account portfolio
exercise in Chapter 4, you may already have the
numbers regarding any extraordinary support
expenses these accounts have generated.

4. What grades did you assign to these three
relationships?

Be watchful for  a grade of C or lower. A C grade
is a neutral score—while the account has no
particular reason to leave you, neither does it have
any particular reason to stay. We consider a C grade
as a supplier perched at the edge of the strategic
account loss cycle, waiting for a push.

5. What additional investments should you make to
ensure the loyalty of these relationships?

We’ve noticed that a good SAM (as well as
dedicated customer service people) can usually
answer this question with specificity and that there is
usually a high correlation between the account
manager’s answer and the answers of critical account
contacts. In some cases, the SAM has already been
trying to justify these investments over time, but
when the supplier quantifies the relationships’
lifetime values and replacement costs, the required
investments can suddenly take on a new level of
urgency.

This exercise lacks the hard-dollar specificity you would
find in an ROI case for buying a bulldozer. On the other hand,
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the relationship asset can easily be thousands of times more
valuable than a bulldozer to the supplier over time. This exer-

cise can be a wake-up call to execu-
tives who may be thinking short
term regarding a long-term asset.
It also points to a critical responsi-
bility of the SAM—to continually
communicate the value of the ac-
count to the supplier. The account
is not the only one that has a short
memory when value is not regu-
larly quantified.

For a solid example of quanti-
fying the value of a customer, let’s
turn to Boise Office Solutions,
whose executives were frustrated
by their inability to determine the
profitability of national accounts.
Their solution yielded reliable cus-
tomer profitability and provided a
value-added software package

that BOS then offered to those same national accounts to serve
their customers.

BOISE OFFICE SOLUTIONS

Boise Office Solutions (BOS), headquartered in Itasca, Illinois,
is a controlled subsidiary of Boise Cascade Corporation. In
2001, BOS generated national account sales of $1.6 billion in of-
fice supplies, copy paper, computer products, furniture, and
advertising specialty items. This is a very impressive number,
even allowing for BOS’s revenue growth by acquisition. BOS’s
goal is to provide next-day delivery of its entire range of prod-
ucts in its full-line catalog—at consistent prices and service lev-
els to customers throughout the United States. As national sup-
pliers know, this is not an easy goal to achieve. But BOS has
achieved it—for some of its largest domestic customers. Of
BOS’s 1000+ national accounts, a great many are in the Fortune
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500. BOS believes it still has tremendous opportunities for con-
tinued growth in the Fortune 500 and just below.

BOS’s selection criteria for national accounts are those po-
tential customers who:

� spend at least $250,000 per year on office products
(BOS’ average national account spends $1 million an-
nually);

� have at least three BOS locations (distribution centers)
serving them;

� are creditworthy;
� have a centralized initiative to negotiate a nationwide

agreement; and
� have some internal team that will organize the inter-

face with BOS.

Once BOS selected and served multiple national accounts,
though, the multiple distribution centers for multiple national
account divisions made it very difficult to determine these cus-
tomers’ profitability. As a distributor, BOS is traditionally con-
cerned with the cost of goods in relation to sales and with big
buckets of administrative costs. But BOS’s parent company,
Boise Cascade Corp., is primarily a manufacturing company,
paying close attention to cost accounting. As BOS grew dramati-
cally in the early 1990s, Boise Cascade Corp.’s culture influenced
BOS to better understand its own costs and to tell if a given na-
tional account was profitable or not. The profitability model was
also driven by the frustration of BOS’s executives, who did not
know the true profitability of their national accounts.

As an initial step in understanding its costs, BOS decided
to define and study its business processes. BOS identified 78
processes involved in conducting its business at the distribu-
tion centers. These include such activities as bin-order pulling,
bulk-order pulling, order entry, collection activities, receiving
at the distribution centers, shipping from the distribution cen-
ters, sales calls, and pricing. Once BOS defined and studied
these processes, it used activity-based costing (ABC) methods
to compute BOS’s overall cost/process.
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BOS dispatched ABC teams to its distribution centers to
review the frequency of these processes and determine what
each one cost. The ABC teams even included in their analyses
costs such as forklift depreciation for each process in a distribu-
tion center. The activity-based costing team provided BOS with
a cost per process per distribution center. BOS could then com-
pute the average cost per process across the whole com-
pany—and could standardize the most cost-efficient processes.
Once standardized, the distribution centers’ processes were
easily costed. For example, BOS now (January 2003) knows that
it costs $1.06 to enter one stock-keeping unit (SKU) while taking
a telephone order and that it costs only 36¢ per SKU if the order
arrives via electronic data interchange (EDI). BOS completed
this costing analysis for all 78 identified processes.

From this point, it was possible to take the same approach
at the customer level. For instance, BOS’s mainframe can tell
whether a particular order came in through a customer-service
telephone call or through EDI. BOS just had to identify which
processes it used to serve the national account and then calcu-
late how many times each process was performed on its behalf.
The firm also accounted for all overhead costs. Because BOS al-
ready had an excellent handle on product gross margin per cus-
tomer, it just needed to determine a pretax profit figure for each
national customer by subtracting the costs to serve it. In the case
of a multidivision national account, BOS just rolls up all of the
product gross margins, the different locations’ process costs to
serve, and other overhead figures to calculate the profitability
for that customer. As a value-add for strategic accounts, BOS
will also generate reports that compare a strategic account’s
buying habits in New York to its buying habits in Chicago. BOS
can also compare the purchasing patterns of different account
divisions within a single location.

While BOS was solving its challenge, its national account
managers were explaining to national accounts the basis for its
process costing. The customers frequently asked, “What’s in it
for us to change our buying processes?” Thinking that its cus-
tomers could gain efficiencies similar to those it had achieved,
BOS chose to take the skill “to the customer’s side.” Introducing
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this analysis to each customer using BOS’s ABC teams was,
however, not practical (although BOS briefly considered going
into the activities-based consulting business). As an alterna-
tive, BOS decided to create ABC software so its national ac-
counts could duplicate the process it had gone through.

BOS asked a senior marketing analyst to create the soft-
ware. Using the assistance of an outside software firm, he was
able to document and automate the steps BOS had been taking
internally. The end result was a program called “SAVE.” BOS
developed marketing materials to support the software before
the company offered the program to national accounts. BOS also
had to train its people how to use the program—sales reps could
not rely on the ABC teams when they were working with their
customers. In addition, BOS had to teach them basic accounting
and activity-based costing concepts. BOS designed a training
curriculum with disks, PowerPoint presentations, and hard cop-
ies of worksheets for the BOS sales managers. After the sales
managers went to Chicago for training, they returned to their of-
fices to train the national account managers and the sales reps.

The “SAVE” program requires the national account to in-
put some basic information concerning its purchasing pro-
cesses: the number of minutes the particular process takes, the
average compensation of people doing the process (including
average benefit costs), and some additional variables such as
whether they are buying from a catalog or online. This time the
program multiplies those factors by the resource costs to get a
total cost per process. The software then multiplies the result-
ing cost per process by the number of times BOS performs the
process for them—a figure BOS can access from its main-
frame—to provide them with the total costs they pay for using
that process over time.

“SAVE” helps BOS national accounts get a clear picture of
many processes, including:

� Requisitioning—when an associate requests replace-
ment office products.

� Order placing—when the purchasing department
places an order for the office products.
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� Receiving and distributing—when the office products
arrive at the customer’s site.

� Accounts payable—when the customer’s accounting
department pays the office-products supplier.

Once a BOS customer has learned its total cost for these
processes, the BOS SAM offers to do some “what-if” modeling
to explore ways to reduce costs. Suggestions may include using
EDI instead of the fax machine, managing the billing process
electronically, or placing batch orders on certain days of the
week. The SAM, at this point in a consultative role, gives the
customer a series of options. For each option, he/she can iden-
tify an expected savings to the customer.

Purchasing people typically don’t get that excited about
these soft-dollar cost savings, because their company usually
measures their performance based on the price they pay. Fi-
nance people, however, have been very impressed with SAVE.
The CFOs of some of BOS’s national accounts have asked why
their other suppliers are not providing the same data to them
(always a good sign).

BOS can point to many benefits of the “SAVE” program
both for itself and its national accounts. BOS can help the cus-
tomer save money at the interface between the two firms. Just
as valuable, though, is the benefit that “SAVE” can offer the cus-
tomers of BOS’s national accounts.

Medicon, a BOS national account, offers an excellent ex-
ample of how to achieve these benefits. Medicon, a large hospi-
tal buying group, is an umbrella organization that contracts
with medical-supply providers such as Allegiance Healthcare,
which cover many hospitals’ needs. The Medicon salespeople
call on the hospitals’ chief administrators, as opposed to their
purchasing departments. Medicon suspected that it could use
“SAVE” for products it sells, such as surgical supplies and
gowns. The firm has, in fact, used the “SAVE” software to help
lower its customers’ costs. BOS has elevated the value it brings
to its national accounts and, in this case particularly, the value
its national accounts bring to their customers. It’s a natural
win-win solution.
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And there are other wins. In many cases, actions that na-
tional accounts take to save money also save money for BOS.
For example, when a customer implements EDI to save money,
BOS also saves money in areas such as forms, reduced mistakes
resulting from human error, number of days sales are outstand-
ing, and on collection activities.

Helping its national accounts win, both by lowering their
purchasing costs and providing value to the national ac-
counts’ customers, puts BOS in a position to gain additional
share of the national accounts’ business. BOS’s national ac-
counts now view them not as an office-products company that
provides commodities, but also as a provider of business and
organizational solutions. Admittedly, this case is based on
BOS taking advantage of a relatively unique situation where
its own processes involved at the customer interface are ge-
neric and reversible with the purchasing processes of its na-
tional accounts. At the same time, however, we know of very
few suppliers that have captured the costs of their 20/80 pro-
cesses—the 20 percent of its processes that generate 80 percent
of its costs to serve. Determining the costs of those processes
and using them to determine customer profitability would in
most cases be a major improvement. And activities-based
costing, the discipline required to do such accounting, has
been around for decades.

QUANTIFY THE VALUE DELIVERED TO
STRATEGIC ACCOUNTS

The ABC principles behind “SAVE” make it an effective tool
that most strategic account management programs could
use. It provides better customer profitability, and it offers
solid value for the accounts the supplier serves. The other
half of the value equation, though, is to quantify the value de-
livered to customers. To cover that topic, let’s examine two
firms whose means for quantifying value to customers are as
effective as they are creative. Let’s first look at Holland
Hitch.
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THE HOLLAND HITCH STORY

Holland Hitch, a 75-year-old family-owned business head-
quartered in Holland, Michigan, manufactures premium-qual-
ity truck and trailer components throughout the U.S., Europe,
and the Far East. Holland sells to three primary customers:
trailer OEMs, tractor OEMs, and large fleet owners. In the
mid-nineties, Holland saw that almost half of its total available
opportunity was in the large-fleet segment, a niche in which
Holland had historically been least successful. Fleet buyers
tend to focus intensely on purchase price and so were unwilling
to buy Holland’s premium-priced components. Holland knew
that, if it wanted to continue growing, it would have to develop
a strategy to penetrate the large fleets.

In 1996, Holland promoted Dan Millar, who had success-
fully sold Holland products to large fleets, to become its man-
ager of national accounts. Holland asked that Millar develop a
national account management program to serve the large-fleet
segment. After the promotion, Millar considered how Holland
might sell differently to large-fleet buyers. In his own selling,
Millar regularly quantified value. As an example, Holland sells
a fifth wheel—the large metal wheel that attaches the truck to
the trailer. Holland’s fifth wheel had a premium price, but it
was made of aluminum, which meant it was lighter than the
steel fifth wheels that competitors manufactured. Millar deter-
mined how much gasoline the lighter Holland fifth wheel
saved a tractor trailer during a year and showed that its gas sav-
ings more than made up for the price differential. He then did
the same for Holland’s two other major components: suspen-
sions (mechanical and air) and landing gears. He put the num-
bers on a spreadsheet and started to sell using that spreadsheet.

While calling on a fleet buyer’s office, Millar would start
by asking what sorts of components the Fleet would be looking
to buy or replace that year. These always included items from
Holland’s product mix. Then Millar would explain the value
that each Holland component offered one tractor-trailer, enter-
ing them on the spreadsheet. The spreadsheet instantly added
the savings for one tractor-trailer. The sales closer for Millar of-
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ten came when he asked how many tractor-trailers the account
had in its fleet. When he entered that number, the spreadsheet
would multiply savings times total tractor-trailers. Many
times, the number was in the hundreds of thousands of dollars.
The sale at that point was not assured, but quantifying Hol-
land’s total value versus what his competitors were offering
guaranteed that Holland would be considered very carefully.
And the sales numbers started growing dramatically.

The spreadsheet eventually became too cumbersome, and
Holland funded the development of a relational database that
Millar had envisioned, called Component Value Analysis
(CVA). CVA continued to quantify component value, but also
captured fleet operational data and cost drivers. After the Hol-
land account managers had entered a baseline amount of per-
formance data, the CVA became a performance indicator. It
could tell fleet buyers exactly where they were spending too
much money in certain areas—such as oil or maintenance, for
example. Holland’s normative performance database allowed
it to offer a value that its competitors could not.

Holland’s final success? After developing CVA, hiring
new people, and training its field sales representatives how to
become national account managers, Holland generated more
than $50 million in incremental revenue from 1996-2000. Hol-
land’s president declared that the national account program
was the single most effective marketing initiative in the com-
pany’s history. Perhaps most important, Holland’s use of CVA
with its customers has been the starting point of a major re-
structuring of its overall marketing strategy. The software
shows the importance of viewing product value from the cus-
tomer’s perspective and has resulted in an increased sense of
customer responsiveness from all parts of Holland Hitch, from
marketing to engineering to manufacturing. All this came
about because a gifted national account manager started quan-
tifying the value that Holland delivered to a targeted segment.

The Holland case is interesting because the CVA program,
designed to quantify customer value, became the focal point of
the organization becoming aligned to serve the customer. Our
third case shows another creative national account manager,
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Rich Mistkowski, and how he was able to recover and expand
orders from a customer that had booted out his company, Na-
tional Office Supplies, for delivering no value.

THE NATIONAL OFFICE SUPPLIES STORY

In 1991, National Office Supplies (now a part of Staples), a $125
million business headquartered in Hackensack, New Jersey,
lost one of its largest customers, Countrywide Funding, based
in Pasadena, California. Countrywide, then the largest domes-
tic home mortgage and lending firm, was benefiting hugely
from prevailing low interest rates at the time. Its growth was
explosive—it was adding 20 branches every two to three
months. More critically to National, though, Countrywide was
a $600,000-a-year customer—or rather, an ex-customer.

According to Rich Mistkowski, whom National brought
in as national account manager to recover the customer, Na-
tional lost Countrywide because it was managing the account
“by assumption.” For instance, National had assumed that lon-
gevity equaled loyalty. That assumption led National down a
reactive path in service quality and in relationship manage-
ment. The prior account manager sold—or rather wrote orders
from—one person in procurement. He had not bothered to ana-
lyze Countrywide’s purchasing practices to see if National
could offer it a competitive and compelling value equation.
Neither had he developed metrics to measure National’s per-
formance at Countrywide. As a result, neither the account man-
ager nor National really understood what was at stake—until
Countrywide’s VP of procurement, a volatile individual, noted
little value in the National relationship and booted it out.

In October 1991, Mistkowski moved to southern Califor-
nia and started to analyze Countrywide’s office-supplies pro-
curement processes. He found that Countrywide, which at that
point had 104 regional branches, was buying all of its office
supplies, computer supplies, and copier supplies from a local
California supplier, which in turn was shipping those supplies
to each of the offices via UPS.
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Mistkowski made some assumptions (which turned out to
be conservative) and started totaling these costs. He assumed
that in a given two-month period, each Countrywide branch
was sending 26 orders at $100 each to its office-supplies ven-
dor. Each of these orders cost $50 to ship UPS second day. This
meant that in any two months, Countrywide was spending
$135,000 on shipping and $270,000 on product. Annually that
came to $1,620,000 in shipping and $3,240,000 in product costs.
Mistkowski also determined that many Countrywide
branches, unhappy with the corporate vendor’s service levels,
were buying office supplies locally and paying retail prices. At
the same time, Countrywide was incurring huge billing-pro-
cessing costs because the vendor was sending each branch an
individual bill for each order—using Mistkowski’s assump-
tions, a total of 156 bills per branch per year.

These cost figures were excellent news for National be-
cause its distribution system and bulk purchasing could help
save Countrywide a bundle. Mistkowski determined that Na-
tional’s Los Angeles office alone could supply 89 percent of all
Countrywide branches’ office-supply needs—within 24 hours
and with no additional shipping charges. It could supply the
remaining 11 percent within 48 hours, again with no shipping
charges. Throw in National’s other distribution centers—in
Chicago, Atlanta, Dallas (where National had seven distribu-
tion centers), Baltimore, Boston, and New Jersey—and Na-
tional could immediately cut Countrywide‘s annual of-
fice-supply freight expenses by $1.6 million and, in the process,
give better service and product prices. Unlike Countrywide’s
vendor, National bought in bulk and therefore received an ad-
ditional 35 percent discount, some of which it would pass on to
Countrywide. This was an opportunity that account managers
dream about.

After he had presented his business case for recovering
the Countrywide relationship to National executives,
Mistkowski started to develop multiple relationships at Coun-
trywide to understand Countrywide’s business and the mem-
bers of the buying group to whom he could best present Na-
tional’s value equation. Mistkowski could see that, with its

CHAPTER 7   Key 6 147



explosive growth, Countrywide was not much focused on sav-
ings, but he could also see that Countrywide really didn’t un-
derstand how much it was overspending on office supplies.

In April 1992, Mistkowski got his toe in the Countrywide
door when it awarded National its Xerox toner and cartridge
business, worth more than $1.7 million to National. This time,
National took nothing for granted regarding the Countrywide
relationship. Mistkowski formed an internal Countrywide
team at National, composed of the regional VP to whom he re-
ported, National’s president, a customer-service specialist, and
three other employees from the National Customer Service
Team. In August 1992, the National-Countrywide team began
scheduling monthly meetings at which National quantified all
savings Countrywide was reaping by doing business with Na-
tional, National’s performance (percent fill rates, etc.), and any
service problems that had emerged and how quickly they had
been solved. National also instituted EDI billing, which it esti-
mated created an additional minimum 10 percent savings in
Countrywide’s procurement costs.

Another landmark event occurred in August 1992, when
Mistkowski finally established a relationship with an executive
who could simply say “yes” to making National a sole-source
vendor for Countrywide’s office supplies. Countrywide had
initiated a total-quality initiative, and its VP of quality assur-
ance was looking for ways to improve service and lower costs.
Mistkowski laid out the financial case he had developed almost
nine months earlier, demonstrated savings in the existing toner
and cartridge business, and finally heard the question he had
been waiting for—the VP of quality assurance asked why Na-
tional wasn’t supplying all of Countrywide’s office products.
Mistkowski said he’d love to do that (he’d been drafting a pro-
posal for months). Countrywide crafted an RFP that was al-
most custom-tailored to National’s capabilities. In October
1992, National won the business. A lost customer worth
$600,000 a year suddenly returned to National as a five-year
sole-source contract worth $5.5 million a year.

As part of this contract, Countrywide established a
shared-savings program in which, if an item’s former cost was
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$10 and National could supply the same item at a 10 percent
discount, Countrywide shared the savings with National by
paying $9.50 for the item. This shared-savings plan was to con-
tinue, with a notable exception, described below.

In strategic account relationships, very little remains stable.
In December 1993, Countrywide’s VP of procurement (the vola-
tile person who originally ended the National relationship) was
replaced by an executive whom Countrywide charged with re-
moving $300,000 from its office-supplies purchasing costs.
Mistkowski and his team decided to think long term and make a
large investment in the Countrywide relationship.

Mistkowski went to the new VP of procurement and laid
out a plan that would allow Countrywide to save not just
$300,000, but $650,000+ during the next 12 months. First,
Mistkowski showed that Countrywide was currently buying
OEM office products, such as an IBM cartridge, for $200 each. A
remanufactured cartridge with the same specs, on the other
hand, cost only $125. Because the cartridges were Country-
wide’s number-one purchased item, a switch to
remanufactured parts meant saving $450,000 a year in car-
tridge costs alone. Several other OEM parts could be replaced
with remanufactured parts for an additional $200,000 in sav-
ings a year. In an hour’s presentation, Mistkowski provided the
means by which the new VP of procurement could exceed his
savings targets and make his bonus. National gave up some
revenue and margin, but Mistkowski believed this was an in-
vestment in the overall relationship, which, given Country-
wide’s still booming growth (it now had 450 locations), Na-
tional would recoup. And he was correct. By quantifying both
Countrywide’s value to National and National’s value to
Countrywide, Mistkowski had transformed a former account
into one of National’s largest customers.

National Office Supplies didn’t really think about Coun-
trywide’s lifetime value until it was booted out. Only then did
National ask hard questions and make critical investments in
recovering the Countrywide relationship. It assigned a na-
tional account manager to Countrywide and had the patience
to let that account manager do his job. That job included quanti-
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fying the value that National provided to Countrywide. When
National saw the results—an account moving from $600,000 to
$0 to $5.5 million a year—it decided to redesign its national ac-

count management program us-
ing Mistkowki’s approach.

We are now regularly seeing
accounts that require their suppli-
ers to quantify the value they de-
liver—sometimes when the cus-
tomer itself does not quantify
value delivered to its customers.
At the same time, more supplier
executives want a detailed report-
ing of the value, both of strategic
accounts and the account manage-
ment program.

Firms that do quantify the
value they receive from and de-
liver to customers tend to be more

successful in their strategic account management. BOS, Hol-
land, and National were each able to take away share from
their competitors because no one else in their industry had dif-
ferentiated on quantified value. Value quantification remains
a strategy that can differentiate a supplier’s offerings to strate-
gic accounts. One of the very best strategic account managers
we know, when asked what his job was, replied, “I deliver
value to my customers and my company. I regularly tell both
what that value is and then I tell them again and then, just for a
change of pace, I tell them again. Unless it is quantified, value
doesn’t exist.”

REGULARLY QUANTIFY AND COMMUNICATE
THE VALUE RECEIVED FROM AND DELIVERED
TO STRATEGIC ACCOUNTS

How can you ensure that you are regularly quantifying the
value you receive from and deliver to strategic accounts?
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1. Go through the lifetime customer exercise, initially
with your three most critical accounts.

2. Take a hard look at the value you deliver to those
accounts, their replacement costs, and what
investments your people believe your company
needs to make in those relationships.

3. During this exercise, if you question your
profitability data, meet with the departments that
have cost data and develop a profitability model to
calculate what numbers really matter to them.

4. Calculate the cost of your processes. Your firm
probably won’t be able to do it as completely as BOS,
but it can certainly focus on 20 percent of the
processes that generate 80 percent of its costs.

5. Then, if you do not currently quantify value you
deliver to clients, develop a means for doing so.
Isolate the value of products from the value of
services you deliver. As we saw with both BOS and
Holland, a piece of software that automates this
process can be very effective.

6. If you have industry or customer-performance data,
compare for the account what it costs for it to do the
business with what it costs you to do the business
(assuming your process has greater efficiency and
effectiveness than the customer’s). Given the size of
your critical customers, you may be able to make a
case to do some activities-based costing at their firms
and yours.

7. If possible, develop a normative performance
database (as Holland did) with your clients to
determine where their costs are too high.

8. If the value is very difficult to quantify, work with
your strategic account. When you explain that you
want to quantify the value it is receiving, the account
usually will help you define that value.
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C H A P T E R 8

Key 7: Use Technology
Judiciously

We need to be clear: we have seen technology serve as an in-
valuable tool for firms managing large numbers of customers.
We have also invested significant amounts to automate what
we believe should be automated in our companies. It’s an as-
tonishingly creative time for business computer applica-
tions—firms are developing new applications almost weekly to
assist in relationship management, professional development,
and collaboration.

At the same time, though, we notice a disturbing trend.
Firms in too many cases assume that technology is the best way
to solve their problems, so they invest in systems when there
might be better solutions. Given the financial and human re-
sources that technology can consume, the decision whether or
not a firm should invest in systems should be exceedingly rig-
orous and should factor in alternative tools or nontechnology
solutions.

In this chapter we will examine two topics:

1. A high-level overview of Customer Relationship
Management (CRM) systems challenges.

2. The seven steps to successful systems implementation
for strategic account management programs.
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A HIGH-LEVEL OVERVIEW OF CRM
SYSTEMS CHALLENGES

At a certain point in the life of a strategic account manage-
ment program, a need arises that may indicate a technologi-
cal solution—internal or external communication, collabo-
ration, contact management, or account planning, for
example. Whatever the need is, it drives a potentially dan-
gerous choice point. The question firms face at this point is,
“Should we invest in technology?” The choice can be dan-
gerous because the costs of some customer relationship
management (CRM) and sales-force automation systems
easily run into the millions of dollars, and may require mil-
lions more if problems arise (as they often do) in the sys-
tem’s implementation.

In our experience, there is a further challenge for stra-
tegic account management programs: most companies im-
plement CRM systems primarily for their nonstrategic
salesforces: field sales, telemarketers, perhaps customer

service people. This means that
adapting or reconfiguring the
CRM software to meet the needs
of the strategic account manage-
ment program is often an after-
thought. If the CRM system has
been designed primarily to serve
the f irm’s other and larger
salesforces, the system’s strate-
gic account management capa-
bilities may be cumbersome

add-ons, making it difficult for the account managers to in-
tegrate the system into the way they work.

Let’s start with a high-level distinction a colleague
once made between “technology-driven” and “technol-
ogy-supported” companies. The technology-driven com-
pany, too often before determining its strategic and user
needs, invests in the “latest and greatest” technological
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breakthrough. Given the costs of these systems, though, be-
ing technology-driven can be a very expensive bandwagon
for the supplier to hop on.

The technology-supported company, on the other
hand, determines its needs, strategic and operational, and
then finds the best tools—not necessarily computer-
ized—to support those needs.

One technology-driven manufacturing firm invested
in Enterprise Resource Planning (ERP) software in the late
1980s because the software sellers led them to believe the
software offered a “total solution.” After spending millions
of dollars on the package, the company had a nightmarish
and unfinished implementation. When many manufactur-
ing employees complained about how time-consuming the
system was to use, the firm
asked the long-gone sellers for
help. The sellers said they would
be happy to help customize and
re-implement the ERP soft-
ware—for several more million
dollars. Those who had bought
the software did not want to ad-
mit they had made a bad deci-
sion, so the firm invested once
again to get the assistance. The
firm re-implemented the ERP
system with training and sup-
port and waited for all its problems to disappear. After six
months, though, the firm’s IT department did a systems au-
dit and found less than 30 percent of the organization using
the ERP software, even though the firm had mandated its
use. It took more than three years before the system started
to truly help the firm. No one wanted to estimate how many
man-years of productivity had been lost getting the ERP
system up and running.

We bring up ERP software because the push for CRM
software offered a parallel situation—at least up to 2001,
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when the CRM boom slowed considerably. During the
CRM sales cycle, most buyers heard “total solution” (which
to us is the equivalent of promising the paperless office)
over and over, as CRM sellers promised the software of-
fered large numbers and kinds of features. And, in our ex-
perience, it was the rare vendor who, when asked if her soft-
ware would handle a given problem, would admit that her
program could not. The larger CRM systems tend to be very
expensive—in the millions—and their implementation
tends to be rough and sometimes more expensive. Too often
CRM system purchasers haven’t thoroughly determined
what support their strategic account managers really re-

quired, particularly when, as
usually happens, these CRM
systems focus on field sales or
telesales. Sometimes the best a
VP of strategic accounts can
hope for is to be on the commit-
tee that determines what func-
tionality the CRM system will
have. But the VP of strategic ac-
counts still has only one vote. Ig-
noring the needs of strategic ac-
count managers can effectively
negate whatever increased pro-
ductivity the system offers.

In our experience, the sys-
tem’s implementation always
takes far longer than vendors sug-
gest, and even then it can be easier
to get the system up and running

than it is to get the account managers to use the program. They
may have a compelling reason. The role of a strategic account
manager—or that of any strategic account seller—requires
huge time-management challenges. Given the numbers of cus-
tomers and individual relationships most strategic account
managers oversee, it is the rare account manager who will al-
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low anything not immediately helpful to eat her time. As one
strategic account manager told us, “It’s not like I have a lot of
free time to sit around, typing account plans and populating
databases . . . and they never asked me what I needed.”

Over time we have seen many successful and unsuccess-
ful CRM/salesforce automation implementations. We’d like to
share seven high-level steps that successful firms—and strate-
gic account program directors—tend to take. Then comes the
case of UPS, which succeeded in dramatically improving com-
munications with an internally designed system targeted at its
national account managers.

SEVEN STEPS TO SUCCESSFUL SYSTEMS
IMPLEMENTATION FOR STRATEGIC ACCOUNT
MANAGEMENT PROGRAMS
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Seven Steps to Successful Systems
Implementation

Step One: Identify critical strategic account management performance
needs within the context of the sales and account management processes.

Step Two: Identify and speak to noncompetitive firms that have successfully
implemented technology solutions for their strategic account management
programs.

Step Three: Filter—which of the identified strategic account management
performance needs identified in step one could best be met by technology?

Step Four: Assess the technology-readiness of both the strategic account
managers and anyone else who will be using the system.

Step Five: Develop and support tech-based solutions.

Step Six: Implementation-pilot, then rollout.

Step Seven: Review and revise tools.



Step One: identify critical strategic account
management performance needs within the
context of the sales and account management
processes.

To determine the best tools for the job, it is critical that your firm
conduct a thorough needs analysis, working through its sales and
account management processes to determine performance needs
of the strategic account management group. This needs analysis
must also provide a list of how account management team mem-
bers are currently meeting those needs. This is hands-down the
best place to start, although, in our experience, it is not a common
starting place. A surprising number of firms assume they already
know what their strategic account management team members
could use. Time and again, though, we have seen that, if the CRM
system does not speak directly to their needs, strategic account
team members will ignore their laptops or do just enough work
on the system to keep management off their backs. This is not irre-
sponsibility on their part; indeed, assuming the system really
doesn’t help, it is the height of responsibility.

Getting the strategic account team members’ buy-in for
any sort of automation that impacts them is as important as get-
ting cross-functional buy-in for the strategic account manage-
ment program. We said earlier that the best a VP of strategic ac-
counts can sometimes hope for is to serve on the committee that
selects the CRM system and its functional uses. We strongly
suggest that the VP of strategic Accounts lobby for this position
because if there is no one on the committee speaking for strate-
gic accounts, only luck will allow strategic account managers
and their team members to get anything they need. Whoever
does the CRM needs analysis must be able to listen carefully to
what the account management people say they need and then
translate those needs into tools.

Step Two: Identify and speak to noncompetitive
firms that have successfully implemented
technology solutions for their strategic account
management programs.
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You can usually learn a great deal about implementing CRM
and other strategic account management tools by speaking to
those who have already done it. Ask your vendors for the
names of firms that have successfully implemented their prod-
uct and then do your own search for other noncompetitive
firms on the Internet, at conferences, and in print. Look for
firms that have a salesforce similar to yours. Ask those firms
what they would do differently if they were to implement such
tools again and, ideally, how they handled some of your com-
pany’s needs. Six weeks of research here can save years of lost
opportunity costs.

Step Three: Filter—which of the identified strategic
account management performance needs
identified in step one could best be met by
technology?

Here is a step too often left out. When systems people conduct a
needs analysis, they tend to see automation as a solution, even
when it is inappropriate. Automation is what IT folks do. In too
many systems implementations, bad processes get automated,
which results in employees making bad decisions that much
faster. At the same time, a CRM system cannot help with per-
formance needs caused by poor compensation design, lack of
training, or unrealistic account assignments, all challenges pre-
viously mentioned.

Someone—usually outside the IT department—needs to
ask questions carefully about where to spend system-develop-
ment dollars. In too many cases, IT folks, unable to downshift
their technical vocabulary, smack into sales executives who
have a limited tolerance for techno-babble, and the critical filter
question can get answered by the IT people alone. When that
happens, strategic account managers can find themselves ham-
pered by a system that was supposed to help them. We recall
one firm, hip-deep in putting together design specifications for
its CRM system, which could see that the system was not going
to meet some of the most critical strategic account manager
needs. The firm’s VP of strategic accounts then bought business

CHAPTER 8   Key 7 159



intelligence software, which allowed the account managers to
pull data and generate reports from most of the firm’s other
systems. To the strategic account managers, these were the
most critical needs.

Step Four: Assess the technology-readiness of
both the strategic account managers and anyone
else who will be using the system.

In too many cases, systems developers tend to treat system us-
ers as the single most flexible part of the system, an error that
can—and usually does—have huge negative repercussions. An

employee with no past experience
with technology, who is uncom-
fortable with computers, or who
finds it very difficult to change
work habits, will not view a new
system with delight.

Seldom have we seen sys-
tems developers conduct any sort
of technology-readiness assess-
ment to determine how comfort-
able the targeted users are with au-
tomation. This kind of assessment
should answer questions such as:

How technology-savvy are the system’s potential users? How
technology-savvy is the firm within which the system will op-
erate? How technology-ready are the strategic account manag-
ers? If your firm’s account managers are all middle-aged and
depend on their children to help them with computers (as does
one of our authors), they will need hands-on training when the
company rolls out the system. We know a consultant who spent
years helping organizations write, evaluate, and analyze re-
quests for proposals regarding systems implementations. He
told us that he never saw a proposal for a system implementa-
tion that hadn’t underestimated the time the process would
take and that hadn’t underfunded the training and documenta-
tion side of the implementation. These are rungs, which, left
out of the implementation ladder, can lead to a nasty fall.

160 PART 2 Tactical Issues in Strategic Account Management

Training and

documentation . . .

are rungs, which,

left out of the

implementation

ladder, can lead to

a nasty fall.



Step Five: Develop and support tech-
based solutions.

So far, the firm in our example has identified the critical perfor-
mance issues, identified which of those issues technology can
best solve, and determined the technological-readiness of the
targeted users. Now it is time to develop the tech-based solu-
tions. Such solutions may or may not be part of a CRM system,
but all relate back to the firm’s and users’ needs. Lately we have
seen collaborative web-based Internet tools that allow SAMs to
collaborate in ways never before possible. Sophisticated data-
bases can also track and mine massive amounts of relationship
information. And firms—such as Holland Hitch and Boise Of-
fice Solutions—use that data to create performance baselines
for their customers, developing a competitive advantage in the
process. Without having gone through those first three steps,
though, resources could easily be
diverted to develop solutions that
should not be tech-based or that
might be very different if the
user’s computer readiness had
been considered.

The role of strategic account
leadership here is to make sure
their firm applies resources to
some of the tools required by ac-
count managers. Recall our earlier
suggestion: executives in strate-
gic account management pro-
grams should attend and partici-
pate in systems project-review
meetings to make sure that the
people purchasing and develop-
ing the technology address their needs. As we’ve said, unless
strategic account management is vigorous in defending its
needs, CRM solutions will typically be geared at the firm’s
larger salesforces.

Second, we suggest that directors not wait until the end of
systems development to state needs or make requests. The fur-
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ther along the systems-development process is, the more ex-
pensive it is to make changes. Systems people may sometimes

be difficult to interact with, but it
will be much more difficult for
strategic account managers to
work with a system whose design
had little or no input from them.

To support those solutions, a
firm that fails to invest in training
and support for systems will pay
for the lack of them. Hidden costs
are costs nonetheless.

These paragraphs could be the thesis for another book.
It’s enough to say that there are many sources about develop-
ing and supporting tech-based solutions.

Step Six: Implementation—pilot, then rollout.

Sadly, many systems implementations, after a study of sys-
tem-design specifications, start here, and many even skip the
pilot. When this happens, the SAM suddenly finds himself
with a program that has been thrust upon him. Is it any won-
der that strategic account managers have sometimes resisted
technology?

Getting the strategic account managers’ blessing is critical
when a system offers them solutions. It seems obvious, but very
few firms conduct these sorts of needs and technology-readi-
ness assessments. Nor have they implemented systems in
waves—setting up pilots that generate system improvements
before full rollout. Ideally, a firm might take a small cross-sec-
tion of SAMs and team members to help identify the system’s
kinks. It’s much easier to deal with system problems before
many people start using it.

Step Seven: Review and revise tools.

Once the firm rolls out the system to all users, it needs to sys-
tematically collect user feedback to make changes on an ongo-
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ing basis. Few things are more dispiriting than facing a system
that makes the same mistake day after day. If users are not tech-
nology-oriented, they may blame themselves for the errors,
which can lead to much lengthier and more expensive imple-
mentations.

These are the seven steps we have seen organizations take
in successful systems implementations. They are certainly not
the only way to have such success, but they provide a picture
many firms lack when they invest in systems.

Let’s examine an excellent example of a firm that success-
fully implemented a communication system to support strate-
gic account management—UPS and its LINK program.

THE UPS STORY: THE DEVELOPMENT OF
THE LINK SYSTEM

United Parcel Service (UPS) is a 100-year-old company with
more than 300,000 employees serving 200+ countries. Its reve-
nues total $20+ billion, and it is recognized as the world’s largest
shipping company. In the late 1980s, the UPS salespeople were
customer service reps. When the shipping industry deregulated,
UPS was forced to develop a sales organization to proactively
market its services. Initially, UPS’ salesforce was organized
along product and geographic lines (UPS’ internal processing
needs), but in 1993 the company deployed its salesforce based on
customer needs. In 1996, UPS redesigned its sales organization
to serve three different types of customers:

1. National accounts—customers expected to purchase
$1 million a year or more of UPS services.

2. Major accounts—customers expected to purchase
$250,000 to $1 million a year UPS services.

3. Key accounts—customers expected to purchase less
than $250,000 a year of UPS services but requiring
special attention.

UPS employs a two-tiered approach to working with na-
tional accounts. UPS National Account Managers (NAMs)
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create and coordinate corporate-level initiatives with each of
their national customers. These NAMs have offices in or near
the national customer headquarters and interact with corpo-
rate decision makers. UPS National Account Executives
(NAEs) work in the field, executing any corporate-level agree-
ments at individual shipping locations. At those locations,
NAEs typically communicate the services UPS agreed to pro-
vide and help facilitate the delivery of those services. Because
UPS’ national accounts have been very clear in their expecta-
tion that UPS would provide consistent service at all their
shipping locations, communication between the NAMs and
the NAEs is crucial to success.

And here lay UPS’ challenge: communication among
UPS corporate, the NAMs, and the NAEs was done through
traditional means—written memos, faxes, next-day docu-
ment shipments, and exchanging voice messages. This didn’t
work very effectively for several reasons. First, because the
specificity and amount of information being shared, which
was huge. Second, while UPS makes service commitments to
its national customers, most of these accounts do not, in turn,
dictate mandatory practices to individual customer shipping
locations. This means that different locations would have dif-
ferent expectations regarding service. UPS realized that only a
very efficient means of communication could overcome both
those barriers. UPS further believed that, if they did it right,
such an improvement would ultimately translate into a com-
petitive advantage.

Starting with the clearly defined need to communicate
more effectively regarding its national account agreements,
UPS started planning the development of what became known
as the LINK system, which involved three initial steps:

1. UPS looked at other companies with salesforces
comparable to that of UPS and that had been
successful in developing and using automated
sales-force communications systems.

2. UPS then researched existing commercially available
software programs that could meet UPS’ needs.
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3. UPS enlisted the services of a consulting firm to
guide the design of the automated communication
system.

Then UPS assessed in detail what capabilities corporate,
NAMs, and NAEs believed the system needed to provide. The
internal developers decided that the following tools needed to
be included:

� contact management software;
� e-mail capabilities; and
� word processing, spreadsheet, database, and presenta-

tion package ‘office suite’ software.

Beyond these basic needs, UPS and its national account
team wanted the LINK system to facilitate the communication
to implement UPS national account contracts quickly and con-
sistently.

Once UPS identified its system requirements, it drew
upon both external and internal resources to build the system.
A software-consulting firm designed the “front end”—the lap-
top computers NAMs and NAEs used. This package included a
combination of off-the-shelf and customized software de-
signed to meet the requirements of system users. UPS inter-
nally developed the resident database, or “back end” of the sys-
tem, which stores the information accessed by the laptops. UPS
first piloted the LINK system with NAMs, gathering feedback
to improve the system, and later rolled it out to all NAEs.

Primarily, though, the LINK system provided a powerful
communications tool for implementing national account con-
tracts. LINK allowed NAEs to determine precisely the commit-
ments made by both UPS and the national account at the corpo-
rate level. NAEs are then able to work with individual shipping
locations to sell and implement these service features.

LINK benefits customers in two major ways: consistency
of service and speed. Before the LINK system, UPS found that
implementation of national account contracts required 45 to 60
days—mostly because of the problems with traditional com-
munication. Since LINK has been in place, national contracts
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could be implemented in 14 days on average—a reduction
from two months to two weeks.

UPS’ major benefits in using the LINK system include:

Efficiency of the national account salesforce. LINK virtually
eliminated paperwork hassles and it significantly
reduced the time required to communicate effectively
among the NAMs and the various national account
shipping locations.

Provides NAMs with strategic information. The system
allows NAMs to collect information from all NAEs
serving national account shipping locations. This
information plays a major role in developing national
account business plans. LINK thus provides NAMs with
an invaluable stream of information for creating
customer management strategies.

Allows NAMs to evaluate the effectiveness of business plans.
Information captured through LINK not only supports
development of national account business plans, it
allows UPS to monitor more easily whether it is meeting
or exceeding the goals in these plans. If goals are not
being met, LINK can help to identify where changes are
necessary.

Allows UPS to know exactly what is going on with the
customer. By reviewing account information and account
history maintained in the LINK system, UPS personnel
can instantly identify the national account decision
makers and can assess the status of the relationship.

Since we wrote this case in 1997, UPS has developed sev-
eral new components of LINK—both an intranet and an
Internet capability. The intranet leads to greater collaboration
among those who work on national accounts, and the Internet
allows NAMs to conduct secondary research on customers and
industries.

UPS provides an excellent example of a firm approaching
technology judiciously. That was one of its keys to success. UPS
is clearly a technology-supported organization that went
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through most of the seven implementation steps outlined
above. It first carefully determined a major performance prob-
lem—the efficient execution of national agreements. UPS then
broke down that performance problem into its components
and asked what parts could be solved by a technical solution. It
researched other firms and their technology solutions. It then
developed tech-based solutions for those problems where ap-
propriate. UPS’ LINK implementation was incremental, start-
ing with some NAMs. After they ironed out the system’s kinks,
the company rolled out LINK to the NAEs and corporate. And
system users’ feedback guided improvements and system
growth. Only when the users’ additional needs became clear
did UPS add more functionality to LINK. It’s an excellent ex-
ample of a very thoughtful firm succeeding where so many
firms have failed.

USE TECHNOLOGY JUDICIOUSLY

How can your firm judiciously harness technology for strategic
account management?

In this case, the steps in the chapter are the best way to an-
swer that question:

1. Step One: Identify critical strategic account
management performance needs within the context
of the sales and customer management processes.

2. Step Two: Identify and speak to noncompetitive
firms that have successfully implemented technology
solutions for their strategic account management
programs.

3. Step Three: Filter—which of these strategic account
performance needs could technology best meet?

4. Step Four: Assess the technology-readiness of both
the strategic account managers and anyone else who
will be using the system.

5. Step Five: Develop and support tech-based solutions.
6. Step Six: Implementation—pilot, then rollout.
7. Step Seven: Review and revise tools..
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P A R T 3

From Analysis to
Action . . . Ticonderoga
Chemical and Strategic
Account Management:
The Payoff

Frank Piscatore, the VP of manufacturing at Goliath Corpora-
tion, felt himself besieged by executives from Hardin Chemi-
cal, one of his suppliers. He had received three calls for ap-
pointments that morning: from Hardin’s VP of marketing, its
director of sales, and its district manager. And he had received
a similar call yesterday from its vice president/general man-
ager. Each of the Hardin callers believed he had a compelling
value offering for Piscatore and Goliath and all were vying for
his time. And from the messages his secretary had taken for
him, Piscatore saw that each of the Hardin executives was offer-
ing a significantly different value package. One offered an EDI
system that Hardin had developed internally, one offered pro-
duction-process consulting, and another offered a joint R&D
project. Piscatore wondered whether Hardin’s VPs were com-
municating with each other at all and he shook his head, won-
dering why they kept bothering him.

Piscatore left his office and headed for a meeting in which
Bill Smith, the strategic account executive from Ticonderoga
Chemical, another Goliath supplier, was officially kicking off
the new EDI system that would link Ticonderoga and Goliath.
Goliath had been piloting the new system over the last six
months, and it had been earning all sorts of praise from Goliath

169

Copyright 2003 by The McGraw-Hill Companies, Inc. Click Here for Terms of Use.



170 PART 3 From Analysis to Action . . . The Payoff

decision makers. They were pleased with the abilities of the
system but also with the way that Bill Smith had solicited their
input and kept them up-to-date on the trial. Goliath’s director
of purchasing—one of Piscatore’s direct reports—had been
praising to the skies the EDI system’s billing package, which of-
fered electronic funds transfer, customized invoices, and virtu-
ally paperless purchasing. Ticonderoga’s purchasing director,
its IT staff, and Bill Smith had been working closely with Goli-
ath’s VP of purchasing on the system’s functionality.

Piscatore had also heard glowing reports from his VP of
sales, who suggested that they award Bill Smith and the
Ticonderoga team their Supplier of the Year award. The VP of
sales had been sold when Smith, over dinner, explained how
the system would allow Goliath to check, order, and ship
Ticonderoga inventory without having to call customer service
representatives. At most of Goliath’s suppliers, CSR’s were ei-
ther hard to reach or had to check with both inventory and ship-
ping before they could call back with a realistic arrival date.
This function would be a lifesaver to Goliath, allowing it to im-
prove its own responsiveness to customers.

Piscatore had also heard from Goliath’s VP of technology,
who praised the functionality of the EDI system. The VP had
spent many hours poring over the system’s design specs with
Smith, Ticonderoga’s VP of MIS, and Ticonderoga program-
ming people. The pilot had had some rocky moments but now
the integration was virtually transparent.

Piscatore strolled into the meeting room to find Bill
Smith chatting with Goliath’s president. Normally the presi-
dent would not have attended such a meeting, but Smith had
copied him on all memos to Goliath executives regarding the
new system’s capabilities, its performance during the
six-month trial, and, most important, the quantified cost sav-
ings that Goliath would realize from the system. Goliath’s and
Ticonderoga’s financial people (including their respective
CFOs) had worked with Bill Smith to show that the paperless
billing system alone would save Goliath some $80,000 a year.
That was the sort of news required to bring Goliath’s normally
reclusive president down to the meeting. Bill Smith stood up,



thanking the Goliath executives for their aid with what he
called “The Goliath System.” He congratulated them on their
ongoing and successful cost-cutting initiatives and, in a
15-minute slide presentation, he laid out the investments that
both Goliath and Ticonderoga had made into the system’s de-
velopment and then the huge payback both firms would re-
ceive starting in six months. Given the system’s value to Goli-
ath, the decision was a no-brainer. Smith thanked Goliath for
making Ticonderoga its sole-source chemical supplier, start-
ing the next month.

Piscatore returned to his office, where he found three
more messages from Hardin executives, all of whom wanted
to schedule time with him. He tossed the messages into his
wastebasket and sat back in his executive chair, calculating
the impact of the new systems’ savings on his profit-sharing
check.

And far below Piscatore, in the bowels of Goliath, Don
Brown, the Hardin key account seller, was trying to sell prod-
ucts to Goliath’s technical people. He had no idea that
Ticonderoga had just won a sole-source contract nor that they
had been piloting an EDI system. He was not interested in un-
derstanding Goliath’s business challenges, Goliath’s needs, or
how Goliath defined value. That would require too much time
and Don needed to move more product to hit his quarterly sales
target. Don was trying to sell Hardin products to anyone at Go-
liath whom he thought could buy.

de

So what had Bill Smith done to create the sole-source payoff?
He had:

1. Developed a deep customer knowledge of Goliath
Corporation, its business, and its organizational
challenges.

2. Responded by offering a unique solution that would
be a win for both Goliath and Ticonderoga.

3. Quantified the value of the EDI initiative to all
executives.
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4. Earned the trust of his customer to move to an
exclusive relationship where the firms could act as
partners.

Bill Smith had come from an organization that had done
its homework, aligning on strategic accounts, developing sup-
port structures for SAMs , and standing ready to harvest those
customers’ opportunities.



C H A P T E R 9

Conclusion: From
Analysis to Action:
Moving the Game
Forward

In the conclusion, we’ll discuss three topics:

1. The seven keys to managing strategic
accounts.

2. The three benefits of strategic account
management.

3. A game plan for moving forward.

Let’s review: the seven keys to managing strategic ac-
counts are:

Key 1: Define strategic account management as a business
rather than a sales initiative. Unless everyone in the firm owns
strategic accounts, value initiatives will take far too much time
to design and implement. And even then the supplier may be
one account phone call away from disaster.

Key 2: Create firm alignment and commitment to meet strate-
gic accounts’ needs and expectations. It’s one thing to declare
strategic account management a business initiative. It’s a very
different thing to get all supplier employees headed in roughly
the same direction.
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Key 3: Start with the right number of the right strategic ac-
counts. Start with a few accounts that offer the greatest stra-
tegic opportunities.

Key 4: Create human resources support for strategic account
management. Strategic accounts are probably your firm’s
greatest assets, but close behind them are your effective strate-
gic account managers.

Key 5: Create firmwide relationships at multiple levels of re-
lationships between the firm and its most critical accounts.
Establish parallel linkages that raise emotional switching costs
between you and your strategic accounts.

Key 6: Regularly quantify and communicate the value re-
ceived from and delivered to strategic accounts. Remember: if
you don’t quantify value, it doesn’t exist, either to your firm or
to the accounts.

Key 7: Use technology judiciously. Technology solutions may
seem dazzling but you need to approach them with high cau-
tion. Such solutions can create a prohibitive payback for strate-
gic account management.

Are there other keys? Of course, and each firm will priori-
tize them and our keys differently. These are, however, the
seven keys we believe any firm seeking successful strategic ac-
count management needs to deal with. If they do so thought-
fully and creatively, they can then reap the rewards of success-
ful strategic account management (Figure 9–1).
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F I G U R E 9– 1

Benefits of Strategic Account Management

1. A sustainable competitive advantage.

2. Greater account loyalty.

3. Greater account profitability.



BENEFIT NUMBER ONE: STRATEGIC
ACCOUNT MANAGEMENT’S SUSTAINABLE
COMPETITIVE ADVANTAGE

Perhaps the greatest danger at an unaligned supplier is
unmanaged customer interactions. When we, as customers, call
such a firm for help and customer service cannot help us, too of-
ten we are shuffled around like vagrants, occasionally ending up
in infinite voicemail loops. If we do speak to employees they
may none-too-subtly communicate
their lack of urgency to solve our
problem, thus poisoning a golden
marketing opportunity.

Because that experience is all
too common, a supplier can create
a competitive advantage by align-
ing all of its functions on its most
critical customers’ expectations.
This may sound like a busi-
ness-to-customer approach, but at
the heart of most business-to-busi-
ness interactions are two people having a conversation.

When account contacts call aligned firms with questions
or problems, there is no “that’s
not my job” response. Aligned
employees know that maintain-
ing customer loyalty is everyone’s
job. And such behavior does
maintain—and increase—cus-
tomer loyalty. When we call a
firm where everyone tries to be
helpful, our experience is so dif-
ferent, it creates a memorable im-
pression. In aligned firms, cus-
tomer service is not a department—it’s an organizational
commitment. And account contacts experience that commit-
ment in virtually every call.

Aligning a firm around strategic accounts starts with a
firm aligning itself after systematically learning accounts’ ex-
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pectations. The firm then shares those expectations with all em-
ployees and asks them what the company needs to do to meet

and exceed those customers’ ex-
pectations consistently. The firm
transforms employee answers into
systems and processes for the
company to develop and imple-
ment. Even though we say this in
three sentences, firm alignment
takes at least 12 to 36 months be-
cause it requires substantial orga-
nizational commitment, commu-
nication, and self-discipline. As
with most of life’s challenges, it’s
far easier to state our resolve than

to actually develop and focus it long term.
Once established, though, firm alignment tends to create a

virtuous cycle, in which employees work smarter, not harder, and
where teamwork increases em-
ployee satisfaction, customer satis-
faction, firm productivity, and prof-
itability. This cycle, once started,
makes it doubly difficult for com-
petitors to duplicate service and re-
lationship quality levels. Get most
employees headed in the same di-
rection and few things can stop
them—unless customers change
their expectations or employees get
shifted to other priorities. To pre-
vent priority shifting, we return to
how critical it is to get the long-term
buy-in of all firm executives. If any
of them acts as if this commitment is

flexible, they can turn alignment into another program du jour.
This can instill or reinforce employee cynicism and can sometimes
create higher cross-functional barriers for customers to leap over.
“That’s not my job” can return with a vengeance.
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If a firm can stay the course, though, the competitive ad-
vantage can become sustainable—if the firm continues to moni-
tor customer expectations and redirect itself when those expec-
tations change. The good news here is that, once employees
align and focus on customer expectations, experiencing the
firm as team, it becomes that much easier to redirect their ef-
forts to serve changing customer needs. This is not the case with
unaligned competitors, who still have to climb the first—and
highest—mountain. At a time when sustainable competitive
advantages are harder and harder to come by, aligning a firm
around its strategic accounts offers just such an advantage.

BENEFIT NUMBER TWO: STRATEGIC ACCOUNT
MANAGEMENT’S GREATER ACCOUNT LOYALTY

Strategic account management can create greater customer
loyalty, which in turn can create greater customer profitabil-
ity. There has been a great deal of research into what customer
loyalty can mean for a supplier. In The Loyalty Effect, Fred
Reichheld makes a compelling case that a 5 percent increase in
retention leads to a 35 percent to 95 percent increase in the cus-
tomer’s net present value.1 While Reichheld bases his figures
on retail relationships, the principle holds true in busi-
ness-to-business relationships. Given the value of most strate-
gic accounts, these loyalty numbers can become very dramatic
over time. David Jones, a management consultant, provided
us with both business-to-business and business-to-consumer
examples:

One of the world’s largest telecommunications firms has clearly
seen the benefits of establishing relationships with its strategic
accounts. After it made the shift from a transactional to a rela-
tionship-based approach, its annual customer churn rates fell
dramatically. For customers buying more than three products,
customer retention was 99 percent compared with about 40 per-
cent several years before.
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The value of relationships can also be seen in mass markets
in the telecommunications industry. BellSouth’s Complete
Choice plan, for example, provides customers with an array of
services such as call block, call waiting, caller ID, etc. for one
monthly price. It also serves as an excellent base from which to
sell cellular service, long distance, and other services. The Com-
pany has found that customers who buy even one additional ser-
vice have “dramatically higher” than average retention rates.”2

How can strategic account management drive greater loy-
alty and profitability? For the most complex relationships,
where decentralized suppliers are serving decentralized cus-
tomers, the number of possible errors rises geometrically, as do
the number of actual errors. A strategic account manager, act-
ing as the single point of ownership and given the right level of
power to make decisions, can help solve these issues as they
arise. At the same time, the account manager can think lon-
ger-term and start to set up systems and processes to limit re-
curring problems and make selling and buying a much easier
proposition for both sides. Ease of doing business is an almost
universal expectation of strategic accounts.

If the SAM has the firm aligned behind her, she will almost
certainly be orchestrating relationships between her firm and
the strategic account. Each of these function-to-function and
executive-to-executive relationships (as well as being a com-
pelling value equation) creates another tether between the two
firms until, ideally, the bonds are exceedingly hard to break.
We’ve already seen what can happen when there are few
interfirm relationships: one transfer, one new buyer influence,
one promotion, and the entire dynamics of the relationship can
change—if not disappear. To increase loyalty and long-term
customer value, the strategic account manager needs to ask
himself continually how he can deepen and broaden the rela-
tionship with the account. Generally speaking, the more work-
ing relationships, the more layers of loyalty. The greater the
loyalty, the greater can be the customer’s value over time.
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BENEFIT NUMBER THREE: STRATEGIC
ACCOUNT MANAGEMENT’S GREATER
ACCOUNT PROFITABILITY

Alignment around strategic accounts offers another potential
benefit: higher-profit sales. Forming relationships, treating those
relationships as assets, and investing in maintaining those assets
can jack up retention and thus the relationships’ value. At the
same time, SAMs can shift from selling products to selling firm
competencies and increased account productivity. The profit for
such sales tends to be higher because the account is willing to
pay more for the greater value the supplier offers. It is one thing
to sell an account a warehouse; it’s another thing altogether to
take over the account’s entire
warehousing operations. The
same thing holds true for joint re-
search and development or joint
marketing projects that can cre-
ate new technologies or new
markets for both firms. Opportu-
nities in strategic account rela-
tionships abound for the strate-
gic account manager with deep
customer knowledge.

Granted, there are large ac-
counts that use their volume to
force price breaks and greater service levels, both of which can
torpedo supplier margins. That situation takes us back to the
critical selection of the right accounts, particularly strategic
rather than transactional buyers. Attempting to sell strategi-
cally to a transactional account is similar to burning a thou-
sand-dollar bill for heat.

If large accounts in your industry tend to be transactionally
oriented, you might strategically focus on other relation-
ships—high-opportunity, medium-sized accounts, for example.
Again: strategic accounts most easily allow you to achieve your
strategic and financial goals. There is no size requirement. When
you commit to an account relationship that buys strategically,
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though, your approach turns from selling product to selling
more profitable business solutions.

As an example of how selling productivity rather than
products can create higher-profit sales, consider the Marriott-
Deloitte & Touche story.

THE MARRIOTT-DELOITTE & TOUCHE STORY

Imagine you’re a global firm and one day, a major division
shows up and finds all its buildings condemned. You have 600
employees and thousands of clients, some major firms them-
selves, depending on you. The situation is not hypothetical. The
lower Manhattan practice of Deloitte & Touche (D&T), a global
professional services firm, showed up at World Financial Center
on September 12, 2001 to find that the collapse of the World
Trade Center had severely damaged the D&T office building.
The employees had no access to their offices, their computers,
and their phones. Tax season, their busiest time, was looming.

D&T sent out an RFP for temporary office space to several
major hotel chains, among them Marriott International. Their
RFP seemed pretty straightforward. D&T was looking for
200–250 offices for a minimum of two months—starting imme-
diately. As Patrice Spinner, the Marriott International Alliance
Account Sales Director for D&T said, a typical hotel response
would have been to offer availability and pricing. And most
chains responded to D&T that way.

But Spinner wanted to play a different game. She and
other Marriott managers formed a cross-functional account
management team that created a total solution for D&T. The
team included managers from Marriott’s Global Sales Organi-
zation, a hotel general manager, Marriott sales executives, a re-
gional general manager from Marriott’s ExecuStay’s furniture
rental division, a regional VP of information resources and her
six-person team (who themselves assembled a team of a half
dozen IR, systems managers, and data service engineers to or-
chestrate setting up phone, computer, and Internet lines), the
general manager of Marriott’s Worldwide Reservation Center,
and many others.
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The Marriott team’s solution included room pricing and
availability, plus safety and security systems, food and beverage
options, telecommunications (Internet connections, phone
banks, etc.), office furniture rental (Marriott was the only firm
with a furniture rental division—about which Spinner knew
nothing before this project), consolidated billing, and customer
service. The team goal, included in the Marriott proposal, was to
“deliver a comprehensive office relocation package that pro-
vides Deloitte & Touche with virtually uninterrupted service to
clients.” This is a value proposition far beyond rooms.

Marriott won the bid. Then began the implementation,
whose logistics were staggering. Hundred of D&T employees
needed office space as well as the communications infrastruc-
ture required by a high-tech business. At the same time, all D&T
clients needed immediate access to their associates. When D&T
awarded the contract, overnight it moved computers, files, staff,
etc., from its financial center offices to a Marriott hotel.

Normally the time frame on a job this large would have
been weeks or even months. But working together, the Marriott
team (Spinner’s “volunteer army”) readied the hotel for occu-
pancy in 12 days. Spinner had met the team’s goal of creating a
solution so total that all D&T needed to do was check in. And
check in they did on September 24—just four days after the con-
tract was signed.

The glue that held D&T and the clients together was
Marriott’s turnkey customer service package. Marriott even set
up and staffed a call center to take D&T’s incoming calls.
Marriott had its people trained in how to take calls for D&T,
and they now handle approximately 800 to 1,000 calls daily,
routing each to the correct office or voice mail. To D&T clients,
the service was transparent.

THE VALUE DELIVERED TO DELOITTE & TOUCHE

The value Deloitte & Touche reaped is difficult to determine
with precision, but Marriott, in effect, allowed the New York
City-based D&T tax practice to continue to do business. Six
hundred D&T associates, who otherwise would have lacked
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both office and support, now had a home in NYC where they
could immediately achieve high productivity. In these offices,
they could also be with fellow associates, many of whom had
personally experienced the tragedy of September 11th. How
many billable hours can 600 associates generate in a month? In
two months? Three?

THE VALUE DELIVERED TO
MARRIOTT INTERNATIONAL

The value Marriott received? The contract totaled 230 rooms per
night, seven days a week. The Marriott hotel, which had been a
leader in occupancy not only within Marriott but in NYC, sud-
denly found itself experiencing terribly low occupancy after
September 11th and had been unsure what the next few months
would bring. The contract has thus far generated $14+ million in
incremental revenue for Marriott, with the near certainty that
D&T will exercise its option to continue this arrangement. This
incremental revenue was more than the rooms alone would
have cost D&T—but so was the value D&T received.

This is a clear case of delivering significant value to the ac-
count and the supplier. The Marriott cross-functional team,
without which Spinner admits she would not have been able to
win the business, received nothing from having been a part of
the team—except the satisfaction of having done a spectacular
job for a major client. Spinner described her role as the team
“coach,” overseeing the project management. The total solu-
tion has worked so well that, whenever a problem does arise, it
is quickly solved. The Marriott and Deloitte & Touche relation-
ship continues to deepen as the two firms find it increasingly
easy to work together.

There are other ways in which strategic account relation-
ships reap higher profits. As loyalty increases, revenue flow be-
comes more predictable, acquisition costs go down, and firms
get used to doing business with each other. While it is difficult
to quantify the value of a more familiar firm interface, most
firms recognize which suppliers are easy to do business with
and which are not.
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A sustainable competitive advantage, greater account loy-
alty, and higher-profit sales—these are benefits most suppliers
would move heaven and earth for. But while describing these
advantages, we have skimmed over some of the less quantifi-
able but nonetheless real benefits—increased employee satis-
faction because of the new team-based organization, greater ef-
ficiencies through lowered functional barriers, and a greater
employee ability to change focus—if the change request comes
from the account. These three items can drive a firm’s continu-
ing success in the marketplace.

A GAME PLAN FOR MOVING FORWARD

Now let’s look at a high-level implementation plan to achieve
these benefits, drawing on our seven keys. This is not meant to
be a definitive implementation map, which couldn’t exist any-
way. As Tom VanHootegem of Boise Office Solutions told us in
a January 2003 phone call, “There is no ‘plug-and-play’ strate-
gic account implementation plan.”

Firms will need to arrive at strategic account management
in their own way. The graphic does deal, though, with the criti-
cal issues we feel firms need to face (see Figure 9–2).

The chart starts with the eight elements of a strategic ac-
count management program, all but one of which (products
and services) we have covered in this book. With those ele-
ments in mind, you can examine and/or take the getting-
started actions.

THE GETTING-STARTED ACTIONS

We have discussed customer assessments and how critical it is
to capture customers’ expectations and concerns before devel-
oping a strategic account management program. If you find
two large customers who are solely interested in lower price,
for example, you can save yourself a great deal of investment.
But here also is a rare opportunity for leveraging research: use
video focus groups as a part of these assessments, and you will
have a way of demonstrating what the customer said to all
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those employees supporting strategic account management.
Video focus groups, where the customers directly address the
viewer, are a powerful way to help create alignment. And, at
the beginning of such a tape, when the customers introduce
themselves, we strongly suggest using a graphic overlay show-
ing the 10-year value of the customer’s business. The overlay
changes a talking head into a multimillion-dollar voice. That
way it becomes much easier for everyone to see how much that
customer’s good opinion means to the firm.

Once the company gathers the customer data, it’s time to
start having the cross-functional alignment discussions that
will ensure that the strategic account management program
will be a business rather than a pure sales initiative. The ap-
proach has to generate short- and long-term sales, yes, but as a
business initiative, the program will generate more revenue if
the entire supplier is actively behind it. Strategic account man-
agers will have to spend significantly less time selling projects
internally if the firm is already on board.

These alignment discussions involve looking at the ways
in which the supplier currently deals with strategic accounts.
Supplier policies, practices, and systems can deal with such
customers. It will be very important to study them and to deter-
mine from the accounts which of them is working and which is
not. For example, how many personal relationships—both in-
side the supplier and at the customers—do SAMs currently
have to manage?

It’s also time to do a portfolio analysis on potential strate-
gic accounts—as in-depth a view of customer profitability as
possible. In some cases, this analysis can teach you more than
you want to know about your large customers. Given the in-
vestment a strategic account management program takes, it’s
better to identify true returns before designating a given cus-
tomer as a strategic account. Basing potential returns solely on
revenue or averaged profits can cost a firm a great deal.

A supplier can also examine other successful strategic ac-
count management approaches. This used to be far more chal-
lenging, but now, with new sources and conferences available
(including those put on by the Strategic Account Management

CHAPTER 9   Conclusion 185



Association), you can hear presentations from and maybe even
get an introduction to directors of successful strategic account
management programs. Usually a noncompetitive firm is will-
ing to answer questions; occasionally it will let you come speak
to a contact there.

Value quantification is crucial to strategic account man-
agement success. A group of executives can start to develop a
profitability model for targeted customers as well as a model to
quantify the value of delivered products and services. Recall
the words of the strategic account manager in Chapter 6: “Un-
less it is quantified, value doesn’t exist.”

The results of the getting-started actions include, most im-
portantly, an aligned strategic account management program
(SAMP) purpose and strategy—commitment from various
functions to support the efforts of the SAMP. This includes
agreements and processes by which multiple functions can ef-
fectively work together.

With customer input about the level of account manager
contact desired, the supplier can work backward to determine
an appropriate staffing model. The one presented in Chapter 5
is an effective way to cross-validate how many relationships an
account manager should manage.

RESULTS

The items in the “Results” column are critical support issues,
such as having developed account and account manager se-
lection criteria, account planning requirements, appropriate
compensation and training plans, specifications for a strate-
gic account management information system, and an initial
way to quantify the value you receive from and deliver to
strategic accounts.

The next two columns in the graphic provide another iter-
ation of steps and results, all of which lead to increased cus-
tomer retention, growth, and profitability. As we have said,
this roadmap is not intended to be a definitive implementation
plan. It does, however, deal with issues that, if the supplier
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does not face them, can quickly turn into the costly implemen-
tation errors presented throughout this book.

We know a consultant who says that, in the next 10 years,
selling will evolve into either strategic account management or
Internet auctions, with few offerings in between. We think that
statement goes too far. But many firms in many markets have
started to differentiate themselves through their strategic ac-
count management programs. This differentiation puts com-
petitors in a bind: they either move to some form of strategic ac-
count management or they are forced to compete on price. If
they do the former, the firm they are following has a huge
first-mover advantage, with alignment and delivery processes
up and running. If they choose to compete on price, they create
a downward margin spiral.

To summarize, strategic account management:

1. Creates a sustainable competitive advantage.
2. Creates greater account loyalty.
3. Provides greater account profitability.

Strategic account management does these things by being
more relationship-oriented and more flexible and innovative
than the competition, by providing quantified value, and by
meeting and raising its customers’ expectations. Assuming its
buying orientation is strategic, a customer will respond to stra-
tegic account management—sometimes so strongly that the
supplier feels almost immediately justified in investing more
resources in the account management program. The more
value the supplier provides, the more value the account can
provide. The relationship thus becomes a highly profitable
closed loop, with competitors, forced out of the equation,
knocking at the customers’ doors but not necessarily getting in
(as we saw with Hardin Chemical in the story that introduced
this part). We have seen this happen locally, regionally, nation-
ally, and globally.

If you are thinking about moving to strategic account man-
agement or refining your current program, consider what you
want to accomplish, determine the executive help you are going
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to need, and then start moving forward. This book provides
what we believe are the keys—and inversely the pitfalls—to im-
plementing a strategic account management program, as well as
describes firms that have overcome those pitfalls.

You are now armed with a mission and an initial
high-level implementation plan. You are poised to start the
challenging and rewarding job of aligning your firm with ac-
counts’ expectations. Move systematically, thoughtfully, in-
clude all stakeholders and, while success is never guaranteed,
you will at least have a greater opportunity to do it right the
first time. Good luck and good results.
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ABC. See Activities-based costing
Account management. See Strategic

account management
processes, 158

execution, 94
program, 66

resources, 187
strategies, clarity, 60

Account managers, 87
assistance, 128
compensation, 105–106

programs, creation, 112
competencies, 111
duties, 117
field compensation problem, 107
training, 160

Accounts. See Boise Office Solutions;
Co-destiny accounts; Focused
accounts

alignment. See Firms
analyses, 97
assignment, quality, 159
by assumption management, 146
business challenges (understanding/

alignment), 21–22
buying influences, SAM

understanding, 119
buying-influence groups,

identification, 128
contacts, 102
decision-making group, 84
expectations. See Strategic accounts
growth potential, measurement, 69
knowledge, 127
location. See Transactional-to-strategic

buyer continuum
loyalty, 183. See also Strategic account

management
increase, creation, 187

Accounts (Cont.):
needs. See Strategic accounts

SAM understanding, 65
number, usage, 112
overassigning, 104
planning, 105
plans, writing, 97
portfolio, 137
productivity, increase, 179
profitability. See Strategic account

management
increase, providing, 187

relationships, 103
high-risk , 32
high-value, 74
number, 112

SAM relationships, examination, 117
selling

programs, strategic account
management programs
(comparison), 3–10

strategic account management,
contrast, 2–3

size, requirement, 179
strategic, naming, 132
strategy, development, 99
teams, training, 98

Accounts payable process, 142
Account-selection criteria, setup, 74
Acquisition costs, 136, 182
Action. See Getting-started actions

plan, implementation, 86, 99
process. See Analysis/action process

Activities-based consulting business,
usage, 141

Activities-based costing (ABC), 66, 139
concepts, 141
teams, usage, 140
usage, 143, 151
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Adams, Bob, 33–34
Administrative activity, 105
Alignment. See Firms

benefits, 41–43
creation. See Firms
difficulty, 44–45
example. See Reynolds & Reynolds

Allegiance Healthcare, 142
Alliance Account

directors. See Marriott International
program. See Marriott International

Analysis/action process, 173. See also
Strategic account management

Assessment-center tests, 87
Asset-replacement cost. See Customers

determination/estimation, 136
Automark web services, 11
Automation. See Information technology

systems, cost. See Salesforces

Baseline performance standards,
providing, 122

Bear market, strategic account
management (relationship), 15

BellSouth, Complete Choice plan, 178
Bin-order pulling, 139
Bleeders. See Value
Bluefin (Minnesota) meeting, 32–33
Boeing, 124
Boise Cascade Corporation, 138, 139
Boise Office Solutions (BOS), 10, 87,

138–143, 183
competitors, share, 150
data, usage, 161
distribution centers, 139
dual distribution, 6
interface, organization, 139
locations, 139
national accounts

amount, 139
characteristics, 138–139
customers, 142
program, 6–7

nationwide agreement, negotiation, 139
processes, cost calculation, 151
products, next-day delivery, 138
SAMs, usage, 142
SAVE program, 141–142
software, usage, 151
success, 135

Bonus plans, 112
BOS. See Boise Office Solutions
Boundary-less organization, 111
Boyer, Rick, 15

Brisley, Jeff, 52
Bulk-order pulling, 139
Burning platform. See Marriott International
Business

challenges, 171. See also Accounts
computer applications, 153
expansion, 86
growth, strategies development, 99
initiatives, 23–28, 173. See also strategic

account management programs
intelligence software, 159–160
models, demonstration, 100
needs, 124
plans

development. See National accounts
effectiveness, NAM evaluation, 166

relationship. See Strategic account
management

solutions, 180
strategy, success, 131
winning, 86

Business-to-business
examples, 177–178
interaction, 175

Business-to-consumer, examples, 177–178
Business-to-customers, approach, 175
Buyer-influence group, relationship

map, 123
Buyer-influence relationship,

management, 129
Buyers. See Economic buyers; Strategic

buyers; Technical buyers;
Transactional buyers; User buyers

Buying-influence group
identification. See Accounts
map, benefits, 115

Buying Influence Map Checklist, usage,
119

Buying influences
goals, 129
mapping, 115
SAM understanding. See Accounts
understanding, 114, 115

Buying process, understanding, 114
Buy-Sell Hierarchy, 63
By assumption management. See

Accounts

Cash flow, 111
Chairman systems challenges, high-level

overview, 154–157
CIS Best Business Partner Award. See

Dayton Hudson Corporation
CMS. See Siemens
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Coaches, 115
Co-destiny accounts, 1
Collection activities, 139
Commitment, creation. See Firms
Communication, 176. See also

Organizational alignment
infrastructure, 124–126

vendors, 125
mode, 129
plan. See Customers
processes, 40
programs, usage. See Internal

communications programs
systems. See Salesforces

design. See United Parcel Service
Compensation. See Account managers;

Short-term compensation
design, 159
variable, 100

Competency model. See H. R. Chally; S4
Consulting, Inc.

Competitive advantage, 177
development, 161
sustaining, 183. See Strategic account

management
creation, 187

Competitors, value-based competitors, 75
Component Value Analysis (CVA), 145
Conference on Relationship

Management, 51
Consultative approach, 94
Consulting services, 11
Contact management software, 165
Corporate decision makers. See United

Parcel Service
Corporate-level initiatives, creation/

coordination. See United Parcel
Service

Corporate management strategies,
clarity, 60

Corporate Mobility Services (CMS). See
Siemens

Corporate strategies, review, 48
Cost

control
focus, 132–133
need, 132

data, availability, 151
increase, emotional switching, 174
lost opportunity, 159

Cost-cutting initiatives, example, 171
Cost savings, soft-dollars, 142
Countrywide Funding, 146–150

interaction. See National Office
Supplies

Countrywide Funding (Cont.):
National Office Supplies, value, 149
shared-savings program,

establishment, 148
total quality initiative, 148

Covering the bases, 113, 114
Coveyou, Gary, 11–12, 14
Crater, Wayne, 13
CRI. See GfK Custom Research

Incorporated
CRM. See Customer relationship

management
Cross-departmental executive support

group, 35
Cross-functional account management

team, formation. See Marriott
International

Cross-functional alignment, 185
Cross-functional barriers, creation. See

Customers
Cross-functional executive leadership,

creation, 20–21. See also Executive
leadership

Cross-functional groups, 35
executive, usage, 78

Cross-functional meeting, 78
Cross-functional support group,

creation. See Honeywell Industrial
Automation and Control

Cross-functional teams
collecting, 94
customization, 60

Customer-focused newsletters, 49
Customer relationship management

(CRM), 11–12
automation, implementation, 157
cost, 154
implementation, learning, 159
services. See Reynolds & Reynolds
software

need, 155–156
reconfiguration, 154

solutions, 161
Customer relationship management

(CRM) system, 161
challenges, overview, 153
design specifications, 159
implementation, 154
importance, 158
purchasers, 156
selection, 158
usage. See Performance

Customers. See also Enterprise customers
asset-replacement cost, 136
communications plan, 97
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Customers (Cont.):
contacts. See Motorola
cross-functional barriers, creation, 176
decrease. See GfK Custom Research

Incorporated
drift, prevention, 101
EDI, implementation, 143
expectations, 176, 177
information, 71

driving, 60
investments, targets, 131
knowledge, 127, 179

development, 171
losing/sacrifice, 136
loss cycle, signs, 129
loyalty

creation, 177
maintenance, 175

needs, change, 177
number, usage, 61, 78, 174
opportunities, 172
performance data, 151
portfolio analysis, 66, 71
processes, understanding, 94
profitability, 185
relationships, termination, 119
retention, increase, 186
revenues, 73

stream, 123
service, 175

people, 154
specialist, 148

serving, cost, 67–69
trust, earning, 172
types, servicing, 163
UPS, awareness, 166
value

calculation. See Lifetime customers
delivery, 143
increase, 178
quadrants, 72

voice, driving, 49–51
Customer-service telephone calls, 140
CVA (component value analysis), 145

Data services, 125
engineer, 180

Database, normative performance,
development, 151

Database software, 165
Dayton Hudson (DH) Corporation, 124

CIS Best Business Partner Award, 126
interaction. See U.S. West

Decision criteria, 75

Decision makers. See also United Parcel
Service

examples, 170
understanding, 114
usage, 81

Deloitte & Touche (D&T)
interaction. See Marriott International
RFP, 180
value, delivery, 181–182

Design-and-build firms, 132–133
DH. See Dayton Hudson
Direct costs, 73
Direction, unity, 17–18
Disaster recovery services, 125
Distribution centers. See Boise Office

Solutions; National Office
Supplies

receiving, 139
shipping, 139

Distribution process, 142
Documents, solutions. See Reynolds &

Reynolds
Dollar paybacks, 127
Drift, prevention. See Customers
D&T. See Deloitte & Touche
Dual distribution. See Boise Office

Solutions

E-business
applications, 11
approach, 58

E-commerce, 125
Economic buyers, 114
EDI. See Electronic data interchange
Edwards, Bob, 29–35, 40
Eisenbach, Karen, 49
Electronic data interchange (EDI)

billing, usage, 148
implementation. See Customers
initiative, value quantification, 171
system, 80

billing package, 170
offer, 169

usage, 140, 142
Electronic funds transfer, 170
E-mail capabilities, 165
Emotional switching costs, increase, 174
Employees

answers, transformation, 176
cynicism, instilling/reinforcement, 176

relationship management, orchestration.
See Suppliers

satisfaction, increase, 176, 183
swat teams. See Knauf Fiberglass
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Employment skills testing, development,
87

End-of-the-year price shopping, 75
Engaged marketers, 79
Engineering firms, marketing/sales

expenses, 136
Enterprise account management model.

See Reynolds & Reynolds
Enterprise customers, 64
Enterprise management systems, 10–11
Enterprise Resource Planning (ERP), 12

software
investment, 155
re-implementation, 155

system, re-implementation, 155
Enterprise Solutions Group, growth rate.

See Reynolds & Reynolds
Entrepreneurial behavior,

demonstration, 94
ERP. See Enterprise Resource Planning
Estimated revenues, estimated costs

(subtraction), 69
Executive cross-functional group, usage,

78
Executive leadership, creation. See

Cross-functional executive
leadership

Executive support group, cross-
departmental, 35

Executive-to-executive relationships, 178
Executive visits. See Ironbolt Steel
External relationships, number, 103

Feedback, collection. See Users
Fiber-optic cabling, 125
Field compensation problem. See

Account managers
Field salespeople, 106, 154

commission, 107
Financial resources, 153
Financial services, 11
Firms

account alignment, 46
amount, 46–51

alignment, creation, 37, 60, 174
commitment, creation, 37
customers, relationships (levels), 113
executives, long-term buy-in, 176
identification/communication. See

Noncompetitive firms
productivity, increase, 176
relationships

creation, 113, 128–129, 174
initiation, 114

First-choice supplier, 25
First-mover advantage, 187
Focused accounts, 96
Follow-up simulation, 99
Ford Motor Company, 108

European team, 110
Mazda, relationship, 110
worldwide client executives (WCEs),

108–109
401Ks, usage, 15
Friedman, L., 189
Functional barriers, decrease, 183
Function-to-function relationships, 178

Gerstner, Lou, 108–109
Getting-started actions, 183–186
GfK Custom Research Incorporated

(CRI)
customers, decrease, 71–78
gatekeepers, 74
Malcolm Baldrige National Quality

Award, winner, 71
margins, increase, 71–78
questions, 74–75
relationships, 72
revenue, increase, 71–78
success, 71–78

Giant magnetic resistive (GMR)
recording heads, 127

product-yield loss, 127
Global Account Program, support. See

Marriott International
GMR (giant magnetic resistive)

recording heads, 127

Hamel, G., 45, 189
Hard-dollar specificity, 137
Headcount projection, 105
Heiman, S. E., 86, 189. See also Miller

Heiman, Inc.
Hewlett Packard (HP), salesforces

(conversion), 98
Hidden costs. See Technology-based

solutions
Higher-leverage account contacts, 102
High-level implementation plan, 188
High-level portfolio analysis

conducting, 78
process, 61, 66–71

High-performance selection criteria, 95
High-risk account relationships, 32
High-tech suppliers

relationship, 85
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High-tech suppliers (Cont.):
strategic account management

development, 86
High-value account relationships, 74
Hildebrandt, Jan, 127, 128
Holland Hitch

competitors, share, 150
data, usage, 161
example, 144–146
software, usage, 151

Honeywell
Automation and Control Solutions, 7
Business Resources, creation, 25–26
framework/processes, introduction/

integration/adoption, 24
pro-forma global P&L, 27
Strategic Business Unit, 26
Technology Alignment, creation, 25

Honeywell Industrial Automation and
Control Solutions (IACS), 23–28,
43, 62, 111

alignment, 42
commitment, 25
cross-functional support group,

creation, 25
global revenue, 24
growth, 43
success, 39

Honeywell Strategic Corporate Accounts
Program, 28

formation, 24
support, 26
total value/ROI, measurement/

reporting, 24
HP (Hewlett Packard), salesforces

(conversion), 98
H. R. Chally, 87

high-performing SAMs, correlation, 92–93
practitioner panel, 93
strategic account managers

competency model, 87–93
Human-resource infrastructure, creation,

84
Human resources, 153

support, 95
creation. See Strategic account

management
issues, 83, 86

IACS. See Honeywell Industrial Automa-
tion and Control Solutions

IBM, 10
global, example, 108–111
Global Marketing Strategy, 127

IBM (Cont.):
personal business contribution (PBC)

bonuses, 109
production problems, 128
salesforces, conversion, 98
Storage, interaction. See 3M
worldwide client executives (WCEs), 108

Illingworth, Dave, 76
Incentive-bonus plans, 112
Incentives, short-term, 106
Incremental sales, 107
In-depth plans, development, 88
In-depth situation appraisal, conducting,

86
Industry

analyses, conducting, 97
data, usage, 151

Influences
buying, mapping, 115
degree, 129
group map, benefits. See Buying-

influence group
identification, 114
role, understanding, 114

Information technology (IT)
automation, 159
costs, 68
management, 124
staff, usage, 170
subject-matter experts, 56

Intelligence software. See Business
Inter-firm relationships, 178
Internal communications programs,

usage, 60
Internal relationships, 103

SAM management, 102
Internal teams, 139
Internet

capability, 166
connections, 181
tools, web-based, 161

Intranet capability, 166
Intrepreneurial behavior, demonstration,

94
Inventory reduction, 42
Investments, 137

amount. See Relationship
justification. See Strategic account

managers
Invoices, customization, 170
Ironbolt Steel

CFO, actions, 80
example, 79
executive visits, 79

IT. See Information technology

196 INDEX



Johnson & Johnson, 43
Jones, David, 177, 178
Junior strategic account management

program, creation, 65
Just-in manufacturing, 42

Kilburg, Karl, 58
Knauf Fiberglass, 49, 59

active buy-in, 55
alignment elements, presentation, 51
assessment/alignment process,

success, 54
cross-functional multi-level SWAT

teams, 54
employees, swat teams, 52–55
example, 52–55
in-depth survey, 53
video focus groups, 52–55

Lack-of-performance metrics, usage, 121
LAN (local area network) switching

services, 125
Large-fleet buyers, 144
Large Power Marketing. See Minnesota

Power
Leadership, showing, 94
Leasing services, 11
Lennox Industries, 87
Lexus North America, 76
Lifetime customers

exercise, 151
value, calculation, 133–135

Lifetime values, total examination, 135
Line slowdowns, 120
LINK system. See United Parcel Service
LMPS. See Land Mobile Products Sector,

Motorola, 95–100
Local area network (LAN) switching

services, 125
Longer-term strategic initiatives, 106
Longer-term strategic solutions, 106
Long-term customer value, increase,

178
Long-term profitability, 111
Long-term relationship-asset value, 131
Long-term sales, generation, 185
Long-term strategic relationship

building, 112
Loss cycle. See Strategic accounts
Loyalty. See Customers

driving, 178
increase, 178, 182

Lundein, Dave, 30

Maister, David H., 64, 189
Malcolm Baldrige National Quality

Award, winner. See GfK Custom
Research Incorporated

Margins
increase. See GfK Custom Research

Incorporated
interaction, volume/margin, 72–73
percentage, 136

creation, 135
Marketers, engaged, 79
Marketing

engineering firms, expenses, 136
initiative, launching, 66
opportunity, poisoning, 175

Marriott International, 10, 43, 87
Alliance Account

directors, 55–60, 180
program, 55–56, 59
sales, 180

burning platform, 56
cross-functional account management

team, formation, 180
cross-functional team, usage, 182
Deloitte & Touche, interaction, 180–188
ExecuStay, 180
Global Account Program, support, 58
Global Sales Organization, 180
incremental revenue, 182
Siemens, relationship, 57–60
solution, 181
turnkey customer service package, 181
value, delivery, 182–183
volunteer army, 38, 55–60
Worldwide Reservation Center, 180

Mazda, relationship. See Ford Motor
Company

McMillan, Dave, 33–34
Medicon, 142
Mervyn’s, 124
Metrics, lack-of-performance usage, 121
Millar, Dan, 144–145
Miller Heiman, Inc., 63, 115
Miller, R.B., 86, 189
Minnesota Power (MP), 59

alignment, 42
cross-company issues, 36
example, 28–36
Large Power Marketing, 28–31
realignment, 33–34
ROA, 36
strategic account realignment, drivers,

28–29
Strategic Accounts department/group,

33–35
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Minnesota Power (MP) (Cont.):
strategic realignment

initial success, 31–33
key players, interaction, 29–31
success, 34–36

Minnesota Public Utilities Commission
MP-customer contract, approval, 32
petitioning, 29
service agreement, 31

MIS, 80
Mistkowski, Rich, 146–150
Motivational scale, 89
Motorola

customer contacts, 100
Land Mobile Products Sector (LMPS),

training example, 95–100
overhead distribution infrastructure, 42
salespeople, transition, 97
UPS, interaction, 42–43

MP. See Minnesota Power
Multilevel teams, collection, 94
Multilocation strategic account, 106

NAEs. See United Parcel Service
NAMs. See National Account Managers
Narayandas, Das, 61
National Account Executives (NAEs). See

United Parcel Service
National Account Managers (NAMs),

143, 145. See also United Parcel
Service

evaluation. See Business
information, supply, 166
targeting, 157

National accounts. See Boise Office
Solutions; United Parcel Service

business plans, development, 166
salesforce, efficiency, 166

National Customer Service Team, 148
National Office Supplies

competitors, share, 150
Countrywide Funding, interaction,

147–150
distribution centers, 147
example, 146–151
value. See Countrywide Funding

Nationwide Financial Services, 49
Nationwide Retirement Services (NRS), 49

Voice of the Customer Program, 49
development, 60

Networking, 11
Newsletters, customer-focused, 49
Noncompetitive firms, identification/

communication, 158–159, 167

Nonpower products, selling, 33
Nonstrategic salesforces, 154
Nontechnology solutions, 153
Norberg, Eric, 30–34
Normative performance database,

development, 151
NRS (Nationwide Retirement Services),

49

Oachs, Brad, 30
Occidental Chemical, 87
OEMs (original equipment

manufacturers), 144
Office supplies

freight expenses, 147
procurement processes, 146
purchasing costs, 149
vendor, 147

Off-the-shelf software, 165
Ongoing communication. See

Organizational alignment
On-site technicians, 126
On-site visits, 49
Opportunity costs, lost, 159
Opportunity, golden markets, poisoning,

175
Order entry, 139
Order placement, 141
Organizational alignment

benefits, 41–43
creation, process, 46
definition, 38–41
difficulty, 44–45
elements, 39
structural changes, 40–41
systematic/ongoing communication,

40
vision/values, 39

Organizational challenges, 171
Organizational commitment, 176
Organizational skills, demonstration, 94
Original equipment manufacturers

(OEMs), 144
office products, 149
parts, 149

Overhead distribution infrastructure at
Motorola, 42

Pareto Principle, 1
PBC. See IBM
Percent fill rates, 148
Performance

data. See Customers
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Performance (Cont.):
high-selection criteria, 95
measurements, 100

monitoring, 129
systems, setup, 128, 129

needs. See Strategic accounts
CRM system, usage, 159

Performance database, normative
development, 151

Personal business contribution (PBC).
See IBM

Personal excellence, development, 94
Personal time, vacation, 105
Pitney-Bowes (Canada), 87
Pope, Jeff, 72
Portfolio analysis, 185. See also Customers

conducting, 71
process. See High-level portfolio

analysis
PowerPoint presentations, 141
Prahalad, C. K., 45, 189
Predictive accuracy, providing, 87
Presentation package office suite

software, usage, 165
Pretax profit, determination, 140
Proactive assistance/support, providing,

87
Problem solving skills, showing, 94
Process efficiency/effectiveness, 151
Production problems. See IBM
Production-process consulting, 169
Productivity

increase. See Accounts; Firms
selling, 180

Product-quality problem, recurrence, 120
Profitability. See Customers

data, examination, 151
driving, 178
increase, 176, 186
model, development, 151

Pro-forma global P&L, Honeywell, 27
Project management/development, 11
Protzman, Bob, 50–51

Quality levels, duplication. See Cus-
tomers; Service

Quarter-to-quarter revenue
focus, 84
generation, 85

Qwest Communications, 124

Rackham, N., 42, 189
R&D. See Research & Development

Receiving process, 142
Recovery services, disaster, 125
Reichheld, F., 76, 177, 189
Relationship. See Executive-to-executive

relationships; Function-to-function
relationships; Inter-firm
relationships

cross-validation, 186
deepening, 129
development/management, 94
external number, 103
formation, 179
goals, achievement, 112
grading, 137
investment amount, 137, 151
long-term strategic, building, 112
loyalty, ensuring, 137
management, assistance, 153
quality levels, duplication, 176

Relationship-based approach, 177
Relationship-centric strategic approach,

39
Relationship Management Conference, 50
Relationship map, buyer-influence

group, 123
checklist, 117–119

usage, 129
Replacement cost, 131, 151
Request for proposals (RFPs). See

Deloitte & Touche; Systems
creation, 148
response, 74
sending, 125
usage, 22

Requisitioning, 141
Research & Development (R&D), joint

projects, 65, 169, 179
Research, leveraging opportunity, 183
Resource allocation, reassessment, 132
Retail systems, 10–11
Return on investment (ROI), 137

measures, 132
Revenues. See Customers; Honeywell

Industrial Automation and Control
Solutions

estimated costs, subtraction, 69
figures, 135
flow, 182
goals, achievement, 112
increase. See GfK Custom Research

Incorporated
quarter-to-quarter

focus, 84
generation, 85. See also Strategic

accounts
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Revenues (Cont.):
stream. See Customers

sacrifice, 136
Reynolds & Reynolds (R&R), 87

alignment example, 10–12
benefits, 14
CRM services, 11
Dealer Management systems, 12

usage, 13
documents solutions, 11

sales, 14
enterprise account management model,

15
Enterprise Solutions Group, 11, 15

growth rate, 7
growth rate, 14
interaction. See Southeast Toyota
relationship, future. See Southeast Toyota
sales

increase, 14
software solutions, 11
web services, usage, 13

RFPs. See Request for proposals
Richard, Steve, 56
Riemann, Iris, 56–59
ROI (return on investment), 137
Round, representation, 98
Rounds, Beth, 74–75
R&R. See Reynolds & Reynolds
Ruff, R., 189
Russell, Ed, 29–31

Sales
calls, 139
expenses, engineering firms, 136
generation. See Long-term sales;

Short-term sales
initiative, 36

relationship. See Strategic account
management

management processes, 167
managers, coaching, 100
organization, development. See United

Parcel Service
processes, 158

development, 112
Salesforces

automation
implementation, 157
systems, cost, 154

communications systems, 164
comparison, 164
efficiency. See National accounts
nonstrategic, 154

Salespeople
approaches, 100
commission, 107. See also Field

salespeople
Sales-staffing model, 105
SAMPs. See Strategic account

management programs
SAMs. See Strategic account managers
Sanchez, D., 189
SAVE program. See Boise Office

Solutions
Schneider National, 50
Selection criteria, high-performance, 95

usage. See Strategic accounts
Self-discipline, 176
Selling costs, 73
Selling know-how, 114
Senge, P.M., 38, 189
Service. See Customers

delivery partnership solution, 125
quality levels, duplication, 176

Service-level agreements, 125
SET. See Southeast Toyota
S4 Consulting, Inc., 3, 46, 93, 103, 117

strategic account manager competency
model categories, 93–95

Shared-savings program, establishment.
See Countrywide Funding

Shaw, George Bernard, 91
Sherner, Steve, 28
Short-term cash flow, 111
Short-term compensation, 106
Short-term incentives, 106
Short-term revenue, generation, 66, 84
Short-term sales, generation, 185
Short-term transactional

thinking/selling, 106
Siemens, 57

Corporate Mobility Services (CMS), 57
relationship. See Marriott International
Travel Management, 58
TravelNet, 58

Simon, Jonas, 79–81
Situation appraisal, conducting, 99
Six-question meeting, 66–71
Six Sigma, usage, 27
Slywotsky, Adrian, 15
Soft-dollar cost savings, 142
Soft issues, 132
Software. See Business; Contact

management software; Database;
Off-the-shelf software

customization, 165
investment/re-implementation. See

Enterprise Resource Planning
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Software (Cont.):
need/reconfiguration. See Customer

relationship management
programs, research. See United Parcel

Service
solutions. See Reynolds & Reynolds
usage. See Boise Office Solutions;

Holland Hitch; Presentation
package office suite software

Sole source
contract, 148, 171
payoff, creation, 171
supplier, 171
vendor, 148

Southeast Toyota (SET), 7
benefits, 12–14
dealerships, 13
Distributors, 11
parts department, savings, 13
Parts Operations, improvements, 14
Reynolds & Reynolds

interaction, 10–12
relationship, future, 14–15

success, 76
Spinner, Patrice, 180–182

volunteer army, 181
Spreadsheet systems, 165
Staples, 146
Stauffer, David, 15, 189
Stephenson, Vivian, 126
Stock-keeping unit (SKU), entering,

140
Stoppages, 120
Strategic account management

account
loyalty, 177–178
profitability, 179–180

adjustment, 133
analysis/action process, 169–172
benefits, 6–7, 175–180
competitive advantage, sustaining,

175–177
contrast. See Accounts
definition, 1–2

business, relationship, 19, 173
sales initiative, relationship, 19, 173

development, 36. See also High-tech
suppliers

drivers. See Minnesota Power
human resources support, creation, 83,

111–112, 174
implementation, challenges, 7–10
information system, 186
payback, prohibition, 174
payoff, 169–172

Strategic account management (Cont.):
performance needs, identification, 158,

167
technology usage, impact, 159–160

relationship. See Bear market
seven keys, 173–174
starting, 78
strategies, review, 48
success, rewards, 174
tactical issues, 79

Strategic Account Management
Association, 106, 185–186

Strategic account management programs
(SAMPs), 186

beginning, 23–28
business initiative, 185
comparison. See Accounts
junior, creation, 65
systems implementation, steps, 153,

157–163
technology, solutions

implementation, 158–159, 167
indication, 154

Strategic account managers (SAMs)
advice, 81
assignment, 112

process, 101–105
characteristics, 2
collaboration, 161
compensation, 106
competency model, 87, 93. See also H.

R. Chally
categories. See S4 Consulting, Inc.

development, 84
process, 95

improvement, 95
internal relationships, 102
investments, justification, 137
job description, 150
mind set, 93
money, spending, 133
panel, creation, 101
payment process, 105–107
performance. See H. R. Chally
relationships, examination. See

Accounts
resource, 117
role, 156
salaries, 137
selection

challenges, 105
process, 86–87

selling, shift, 179
success, 90
support structures, development, 172
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Strategic account managers (Cont.):
technology

readiness, assessment, 160, 167
resistance, 162

tools, 117
training, 95–100
transition, 95
understanding. See Accounts
usage. See Boise Office Solutions
value-added activity, 103

Strategic accounts
alignment, 172
asset, 174
examination, process, 62–66
interaction, 151
issues, 133
leadership, role, 161
loss cycle, 119–123, 137

prevention, 123
multilocation, 106
needs/expectations, 37, 173
performance needs, 167
plug-and-play implementation plan,

existence, 183
processes, cost calculation, 151
quantification. See Value,

quantification
revenue, generation, 67
selection criteria

representation, 118
usage, 61, 76–78

team members, 158
value add, 140
value delivery

communication, 131, 150–151, 174
quantification, 131, 143, 150–151, 174

value received
communication, 131, 150–151, 174
quantification, 131, 150–151, 174

Strategic business relationships,
establishment, 24

Strategic buyers, 179
Strategic corporate accounts. See

Honeywell Strategic Corporate
Accounts Program

Strategic goals, achievement, 112
Strategic initiatives, longer-term, 106
Strategic realignment

initial success. See Minnesota Power
key players, interaction. See Minnesota

Power
Strategic relationship building, long-

term, 112
Strategic thinking/actions, 94
Strategies, development. See Business

Structural changes. See Organizational
alignment

Subject-matter experts. See Information
technology

Suppliers
contact, 129
employees, 173

relationship management,
orchestration, 129

high-tech
relationships, 85
strategic account management

development, 86
performance, 121
processes, knowledge, 94
shipments, delivery (timing), 120
shortcomings, 122

Support expenses, 137
Switching costs, emotional, increase, 174
Switchover costs, 122
Systematic communication. See

Organizational alignment
System-development dollars, usage, 159
Systems

developers, 160
implementation, 162

RFP, 160
steps. See Strategic account

management programs
managers, 180
project-review meetings, 161
requirements, identification. See United

Parcel Service
Systems-development process, 162

Target Stores, 124
Team-based compensation, 110–111
Team-based organization, 183
Teams. See Knauf Fiberglass

building, 100
cross-functional or multilevel

collection, 94
customization, 60

members, 162. See also Strategic accounts
training. See Accounts

Teamwork, usage, 176
Technical buyers, 115
Technical competencies, development,

87
Technology

creation, 179
nontechnology solutions, 153
organizations, 127–128
orientation. See Users
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Technology (Cont.):
readiness

assessment, 162. See also Strategic
account managers

determination. See Users
resistance. See Strategic account

managers
solutions implementation. See Strategic

account management programs
subject-matter experts. See Information

technology
tools, review/revision, 162–163, 167
usage, 153, 167, 174

impact. See Strategic account
management

Technology-based solutions
development, 161–162, 167
hidden costs, 162
support, 161–162, 167

Technology-driven company,
technology-supported company
(contrast), 154–155

Technology-supported organization, 166
Telemarketers, 154
Third-party account assessments, 49–50
3M

IBM Storage, interaction, 127–129
Technology Group, 127
technology partners, 128

Tools, review/revision. See Technology
Total lifetime values, examination, 135
Total quality initiative. See Countrywide

Funding
Total solution, 155–156
Towey, Vicki, 123–127
Toyota. See Southeast Toyota

Technical Information System, 14
Training-as-silver-bullet approach, 95
Trane Companies, 87
Transactional buyers, 179
Transactional thinking/selling,

short-term, 106
Transactional-to-strategic buyer

continuum, accounts location,
70–71

Travel time (tasks), 105
Treble-damage liability suits, 123
20/80 processes, 143

United Parcel Service (UPS)
accounts, 163

information/history, review, 166
automated communication system,

design, 165

United Parcel Service (UPS) (Cont.):
awareness of customers, 166
communications, improvement, 157,

164
corporate decision makers, 164
corporate-level initiatives,

creation/coordination, 164
interaction. See Motorola
LINK system

benefits, 166
development, 163–167

NAMs, 163–167
National Account Executives (NAEs),

164–165, 167
national accounts

contracts, implementation, 165
two-tiered approach, 163–164

sales organization, development, 163
software programs, research, 164
system requirements, identification,

165
usage, 147

U.S. West
benefits, 126
Dayton Hudson (DH) Corporation,

interaction, 124–127
subcontractors, 126

UPS. See United Parcel Service
User buyers, 114
Users

feedback, collection, 162
technology

orientation, 163
readiness, determination, 161, 167

Vacation/personal time, 105
Value. See also Organizational alignment

bleeders, 73
calculation. See Lifetime customer value
customer, long-term, increase, 178
delivery. See Customers; Deloitte &

Touche; Marriott International;
Strategic accounts

examination, 151
examination. See Total lifetime values
processes, cost calculation, 151
quadrants. See Customers
quantification, 135, 151. See also

Electronic data interchange
received/delivered, quantification/

communication. See Strategic
accounts

statements, clarity, 60
strategic accounts, quantification, 132–138
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Value-added activity, strategic account
managers, 103

Value-based competitors, 75
Value-determination process, 67
VanHootegem, Tom, 83, 183
Video focus groups, 185. See also Knauf

Fiberglass
Video services, 125
Vision/values, as element of

organizational alignment, 39
Voice of the Customer Program. See

Nationwide Retirement Services
development, 60

Voice services, 125
Volume/margin, interaction, 72–73
Volunteer army. See Marriott

International; Spinner, Patrice

WAN (wide area network), connectivity,
125

WCEs. See Worldwide client executives
Web-based Internet tools, 161
Web services, 11
Wells-Fargo, 124
What if modeling, 142
Wide area network (WAN) connectivity,

125
Win-win solution, 142
Wood, John, 87
Word processing systems, 165
Work-at-home portfolios, 125
World Trade Center, damage, 180
Worldwide client executives (WCEs),

108. See also IBM; Ford Motor
Company
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