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Abstract

What are the main elements of successful Key Account Management (KAM)? What is the
nature of quality for the company and for the individual in business-to-business
relationships? What kind of managerial practices are required at the company and
individual level in Key Account Management? This paper focuses on these central aspects
of KAM. It describes the main elements of KAM, which is a systematic marketing
management approach in the business-to-business context with the objective to build
profitable and long-lasting relationships with major accounts. Although paying customers
in the business-to-business market are organizations, they are always represented by
individuals. Thus, successful KAM requires appropriate handling of both the
organizational and the individual levels. This paper describes the nature of quality for the
company and for the individual in business-to-business relationships. As a synthesis, this
paper suggests a framework for KAM practices deploying the main elements of KAM and
the company and individual levels of business-to-business relationships. The weakness of
the traditional quality management approach is that it pays little, if any, attention to
customer importance. By providing similar quality to each customer, more important
customers are penalized and less important customers are rewarded. This paper broadens
the traditional quality management approach by introducing the concept of targeted
quality based on customer importance.

Keywords: Key Account Management (KAM), National Account Management (NAM),
Strategic Account Management (SAM), business-to-business relationships, relationship
marketing, customer relationship management (CRM), quality management, strategic
marketing management
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Introduction

The importance of building long-term relationships has been recognized in various areas
of marketing management. Organizational buying behavior (Webster and Wind, 1972),
industrial marketing (Håkansson, 1982), business network research (Thorelli, 1986;
Håkansson and Snehota, 1989), relationship marketing (Berry, 1983; Jackson, 1985;
Gummesson, 1987; Grönroos, 1989), services marketing (Grönroos, 1990; Berry, 1995),
logistics (Cristoper, 1994) and one-to-one marketing (Peppers, Rogers and Dorf, 1999)
have all strongly focused on customer relationships. Outside of marketing management,
the Total Quality Management ideology, TQM, (Ishikawa, 1985; Deming, 1986; Juran,
1988) emphasizes long-term customer satisfaction and cooperation. Key Account
Management (KAM) (Ehrlinger, 1979) and National Account Management (NAM)
(Stevenson and Page, 1979) are also marketing approaches based on relationship
management. Key account management can be understood as a relationship oriented
marketing management approach focusing on dealing with major customers. Although
various themes have been discussed under the title “key account management,” the
approach seems to lack coherence and clearly requires further conceptualization. This
paper suggests that KAM includes four basic elements and offers a definition of KAM
based on them.

Organizational buying behavior- and industrial marketing models have distinguished
between individual and company levels (e.g. Webster and Wind, 1972; Sheth, 1973;
Håkansson and Wootz, 1975; Choffray and Lilien, 1978; Alajoutsijärvi 1996). These
levels have been used to describe certain phenomena in customer relationships. The
literature suggests that trust, for instance, can have a different nature at the individual and
corporate levels (Wilson and Mummalaneni, 1988; Miettilä and Möller, 1990; Holmlund,
1997). Similarly, it has been found that commitment can differ at the individual and
company levels (Strandvik and Liljander, 1994). In brief, the literature includes references
to company and individual level aspects of relationships, but lacks a systematic approach
to this issue in the context of quality and KAM. Thus, there is an evident need for more
knowledge in this area. The current study broadens the perspective by exploring quality in
business-to-business relationships at the company and individual levels.

This paper has the following structure and approach. First, it discusses four basic
elements of KAM in terms of a detailed literature review. Second, it describes the nature
of quality for the company and for the individual in the business-to-business context.
Third, it suggests a framework for KAM practices in terms of the four basic elements of
KAM and quality in business-to-business relationships. Fourth, it introduces the concept
of targeted quality based on customer importance. Finally, the paper draws some final
conclusions and discusses managerial implications.

Basic Elements of Key Account Management

“Key account manager” or “client manager” is one of the most popular job titles today in
the area of marketing management in companies operating in the business-to-business
market. Among academics, the term has been used by several researchers as early as the
1970’s (e.g. Ehrlinger, 1979; Diller, 1989; Millman, 1994; Millman and Wilson, 1994;
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Pardo, Salle and Spencer, 1995; Millman, 1996; McDonald, Millman and Rogers, 1997).
The terms “National Account Management” or “National Account Marketing” (NAM)
(Stevenson and Page, 1979; Stevenson, 1980 and 1981) and “Strategic Account
Management” (SAM) (Storbacka, Sivula and Kaario, 1999) have also been used in the
literature and there does not seem to be any real difference between KAM, NAM, and
SAM. National Accounting Marketing means “targeting the largest and most important
customers by providing them with special treatment in the areas of marketing,
administration, and service” (Barret, 1986, p. 64). According to Diller (1992), KAM is a
management concept, including both organizational and selling strategies, to achieve
long-lasting customer relationships. McDonald, Millman and Rogers (1997, p. 737)
define KAM as “an approach adopted by selling companies aimed at building a portfolio
of loyal key accounts by offering them, on a continuing basis, a product/service package
tailored to their individual needs.” Key accounts, or major accounts, have been defined in
terms of their strategic importance (Diller, 1992). According to McDonald, Millman and
Rogers (1997, p. 737), “Key accounts are customers in a business-to-business market
identified by selling companies as of strategic importance.” Key account manager (or key-
accounter, e.g. Diller, 1992; Drosten, 1998) is the one in the selling company who
represents “the selling company’s capabilities to the buying company, the buying
company’s needs to the selling company, and bring the two together” (McDonald,
Millman and Rogers, 1996, p. 58).

KAM is typically associated with the business-to-business context, and most of the KAM
or NAM literature deals with industrial relationships (e.g. Stevenson and Page, 1979;
Pardo, Salle and Spencer, 1995). Services, however, also include business-to-business
relationships (or “business relationships” as they are called as well). KAM clearly has
potential in any kind of business relationship. After all, most business relationships
include both tangible and service elements (c.f. Grönroos, 1990). This can also be called
system selling. According to Millman (1996, p. 632), “systems selling involves offering
and delivering a comprehensive “package” or “bundle” of product/service attributes and
benefits to selected customers” and KAM plays an important role in this context. Thus,
successful KAM often requires an understanding of the logic of both product and service
management. Moreover, excellent operational level capabilities are useless if strategic
level management is inferior, and vice versa—the KAM approach combines strategic and
operational level marketing management (c.f. McDonald, Millman and Rogers, 1997).

Drawing on the literature on NAM (Stevenson and Page, 1979; Stevenson, 1980 and
1981; Barret, 1986) and KAM (Ehrlinger, 1979; Diller, 1989; Millman, 1994; Millman
and Wilson, 1994; Pardo, Salle and Spencer, 1995; Millman, 1996; McDonald, Millman
and Rogers, 1996 and 1997) this paper proposes that successful KAM consists of four
basic elements: (1) identifying the key accounts, (2) analyzing the key accounts, (3)
selecting suitable strategies for the key accounts, and (4) developing operational level
capabilities to build and maintain profitable and long-lasting relationships with them. The
two latter elements, selecting suitable strategies and developing operational level
capabilities, also include the implementation and control functions (Figure 1).

In sum, key account management (KAM) refers to the selling company’s activities
including identifying and analyzing their key accounts, and selecting suitable strategies
and developing operational level capabilities to build and maintain profitable and long-
lasting relationships with them.
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Identifying key accounts Analyzing key accounts

Key Account Management

Selecting suitable strategies Developing operational level
for key accounts capabilities to build and
(including implementation maintain profitable and
and control) long-lasting relationships

with key accounts
(including implementation
and control)

Figure 1 Elements of Key Account Management

Next, the nature of the four basic KAM elements is discussed in greater detail. This
discussion is later used to develop a framework for KAM practices (Table I).

Identifying the selling company’s key accounts means answering the following questions:
“Which existing or potential accounts are of strategic importance to us now and in the
future?” To answer this question one first needs to answer the question: “What are the
criteria that determine which customers are strategically important?”

Campbell and Cunningham (1983) use the following criteria to determine strategically
important customers: sales volume, use of strategic resources, age of the relationship, the
supplier’s share of the customer’s purchases, and profitability of the customer to supplier.
They also refer to growth rate of the customer’s market and the buyer’s relative share of
the customer’s purchases. Krapfel, Salmond and Spekman (1991, p. 25) discuss a
strategic approach to managing buyer-seller relationships and suggest four customer
specific factors of relationship value, which in turn reflect customer attractiveness. The
specific factors are a) criticality: the degree of technical or market substitutability of a
good or service, and its contribution margin−critical outputs are more profitable, embody
the seller’s core technical and/or market competencies, and strategically position the
seller in key markets, b) quantity: buyers that consume more critical outputs are more
highly valued, c) replacability: costs of losing the present partner and finding a new one,
and d) slack: measures the buyer activities that reduce the seller’s internal economic
process costs. McDonald, Millman and Rogers (1996) identify the following criteria for
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determining key accounts: volume related, status related, financial considerations, and
other.

Analyzing key accounts includes activities such as analyzing
•  the basic characteristics of a key account,
•  the relationship history,
•  the level and development of commitment to the relationship,
•  goal congruence of the parties, and
•  switching costs.

Analyzing the basic characteristics of key accounts includes assessing the relevant
economic and activity aspects of their internal and external environment. This, for
example, includes the account’s internal value chain, inputs, markets, suppliers, products,
and economic situation. Analyzing the relationship history involves assessing the relevant
economic and activity aspects of the relationship history. This includes volume of sales,
profitability, key account’s objectives, buying behavior, information exchange, special
needs, buying frequency, and complaints. Among the above mentioned aspects,
knowing/estimating relationship value plays a particularly important role (Möller and
Halinen, 1999). The revenues from each key account should exceed the costs of
establishing and maintaining the relationship within a certain time span (Blois, 1999).
Relationship management literature typically points out the importance of long
relationships. However, relationship longevity is not a guarantee of customer profitability:
“long-term relationships are not a sufficient prerequisite for customer relationship
profitability” (Storbacka, Strandvik and Grönroos, 1994).

The account’s present and anticipated commitment to the relationship is important, since
the extent of the business with the account depends on that (Ojasalo, 1999a; 2000). The
development of two parties’ commitment to a relationship has been illustrated in various
models in the literature. Some of the models suggest that commitment evolves in terms of
certain sequence of phases (Guillet de Monthoux, 1975; Wackman, Salmon and Salmon,
1986/1987; Dwyer, Schurr and Oh, 1987, Pardo, Salle and Spencer, 1995; McDonald,
Millman and Rogers, 1996). There are also models and approaches which suggest that
there is simply a set of states which a relationship may experience, and the evolution from
one state to another does not have to follow any specific order (Ford, 1982; Ford and
Rosson, 1982; Liljegren, 1988; Halinen, 1994).

Goal congruence, or commonality of interests between buyer and seller, greatly affects
their cooperation both at the strategic and operational level. According to Krapfel,
Salmond and Spekeman (1991), interest commonality and relationship value together
determine whether two companies can be partners, friends, ascuiescents, or rivals. Goal
congruence is also an antecedent of trust in a relationship (Stern and El-Ansary, 1982;
Anderson and Weitz, 1989) which in turn is a major antecedent of relationship
commitment (Dwyer, Schurr and Oh, 1987; Morgan and Hunt, 1994).

In KAM, it is useful to estimate both the key account’s and the selling company’s
switching costs in the event that the relationship dissolves. Switching costs are the costs
of replacing an existing partner with another. These may be very different for the two
parties and thus affect the power position in the relationship. Switching costs (Jackson,
1985) are also called transaction costs (Williamson, 1979), and they are affected by
irretrievable investments in the relationship (Ford and Rosson, 1982; Wilson and
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Mummalaneni, 1990; Halinen, 1994), the adaptations made (Ford and Rosson, 1982;
Håkansson, 1982; Ford, 1990; Hallen, Johanson and Seyed-Mohamed, 1991; Brennan and
Turnbull, 1995), and bonds that have developed (Wilson and Mummalaneni, 1990;
Liljander and Strandvik, 1995). High switching costs may prevent a relationship from
ending even though the key account’s accumulated satisfaction with the selling company
(see the concept of “satisfaction capital of a relationship”: in Ojasalo, 1999b, p. 153) is
non-existent or negative. The customer may even become, as Gummesson (1994, p. 34)
calls it, a “prisoner” of the relationship.

Selecting suitable strategies for key accounts depends greatly on the power positions of
the seller and the key account. The power structure with different accounts may vary
significantly. Thus, the selling company may typically not freely select the strategy there
is often only one strategic alternative to be chosen if there is a desire to retain the account.
Campbell and Cunningham (1983) discuss the power balance in buyer/seller relationships
in terms of how many suppliers and buyers operate in the same market. Diller (1989)
discusses how the power position of the selling company affects KAM and suggests the
following strategic alternatives: avoidance of powerful accounts, power dominance based
on a certain competitive advantage, partnership, and accommodation. Krapfel, Salmond
and Spekeman (1991) suggest six strategic relationship alternatives in terms of the power
position and interest commonality: collaboration, negotiation, administration, domination,
accommodation and submission. Naturally, the opportunities and constraints related to
account-specific alternatives may change, thus allowing or forcing some other strategy.
McDonald, Millman and Rogers (1996) point out the fact that accounts which are less
attractive today may become attractive in future. Thus, in the case of certain accounts, the
objective of the strategy may be merely to keep the relationship alive for future
opportunities.

Developing operational level capabilities. This refers to customization and development
of capabilities related to:
•  products and services,
•  organizational structure,
•  information exchange, and
•  individuals.

In improving the quality of products/services, the focus is on product/service
performance, economic competitiveness, measures improvement, reduction of the costs
of poor quality, and performance of macroprocesses in the organization (Juran, 1992).
Joint-R&D projects are typical between a selling company and a key account in industrial
and high-tech markets. In addition, information technology applied in JIT-production and
distribution channels increases the possibilities to customize the offering in consumer
markets as well. An interesting finding is reported by Campbell and Cooper (1999) who
found that new products developed in a partnership are not automatically more successful
than those developed in-house. However, the R&D-project may bring other kinds of long-
term benefits, such as access to account organization and learning. Improving capabilities
for providing services to key accounts is extremely important, because even when the
core product is a tangible good, it is often the related services that differentiate the selling
company from its competitors and provide competitive advantage (Grönroos, 1990).

The selling company’s organizational capabilities to meet the key account’s needs can be
developed, for example, by adjusting the organizational structure to correspond to the key
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account’s global and local needs (McDonald, Millman and Rogers, 1997) and by
increasing the number of interfaces between the selling company and the account (Araujo,
Dubois and Gadde, 1999) and thus also the number of interacting persons. Organizational
capabilities can also be developed by organizing teams, consisting of people with the
necessary competencies and authorities, to take care of key accounts (McDonald,
Millman and Rogers, 1997; Fiesser and Esser, 1998; Helfert and Vith, 1999; Möller and
Rajala, 1999).

Information exchange between the selling company and a key account is particularly
important in KAM. According to Walter (1999), an important relationship-specific task is
to search, filter, judge, and store information about the organizations, strategies, goals,
potentials, and problems of the partners. However, this mostly depends on the mutual
trust and attitudes of the parties, and on the technical arrangements. A key account’s trust
is something that the selling company has to earn over time by its performance; whereas
the technical side can be developed, e.g. with IT.

Grant (1990) and Rosenbröijer (1998) analyze relationships and networks and emphasize
the importance of human capabilities. A company’s capabilities related to individuals can
be developed by selecting the right persons as key account managers and for key account
teams, and by developing the skills of these persons. The key account manager’s
responsibilities are often complex and varying, and therefore require a large number of
skills and qualifications which should be taken into account in the selection and
development of key account managers (McDonald, Millman and Rogers, 1996; Gruner,
Garbe and Homburg, 1997).

Quality for the Company and for the Individual

Next, the nature of quality for the company and for the individual is described. The
discussion is based on an empirical study conducted by Ojasalo (1999b) and related
literature. The description is later used to develop the framework for KAM practices
(Table I).

Quality for the company. Quality for the company refers to the benefits which contribute
to the customer company’s organizational goals and well-being in a holistic sense.
Organizational goals are rational, and the well-being generated by quality for the
company typically goes beyond one individual in the organization, in other words it has a
more holistic nature. Quality for the company refers to the benefits which contribute to
the key account’s business and course of action, and to several individuals’ well-being in
the organization.

In the context of business-to-business relationships, it is usually reasonable to assume that
the opinion of a certain person or persons inside the customer company represents quality
for the company, or possibly “organization-perceived service quality.” In this case,
however, this person or these persons first have to be identified, which is not always easy.
Moreover, if there are several persons involved, it is possible for one to say that the
quality of the product/service fits organizational goals, and for another to have the totally
opposite view. This can happen because of underlying conflicts between individual and
organizational interests, or because of conflicts between the interests of different
individuals in the organization.
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However, even if the product/service does not create any trade-off between individual and
organizational well-being, or between well-being between different individuals, it is still
possible for different individuals to interpret organizational goals and the organization’s
holistic well-being differently. Thus, there will nevertheless be different opinions inside
the customer company about the kind of product or service quality that best serves
organizational goals. Edvardsson, Thomasson and Øvertveit (1994, p. 98) express this in
a nutshell by concluding that “The factors which have the greatest impact on decisions
and actions are not those related to the formal goals, but those resulting from the
interpretations of the goals made by the various actors.”

Moreover, if the account’s problem or need is complex and requires a high level of
expertise, the customer may not always know beforehand what kind of a solution
eventually and in the long term makes him/her satisfied. To achieve long-term customer
satisfaction when the account’s problem/need is complex and the selling party has
superior expertise, the customer sometimes has to be persuaded to accept a
product/service/solution which does not immediately contribute to organizational goals,
but will in the long run.

From the relationship management point of view, quality for the company is the opinion
or perception of the person(s) holding the power about whether to continue or terminate
the customer relationship. This definition of quality for the company resembles
Grönroos’ (1990) purchasing agent concept, which was developed to further
understanding of service quality in situations in which the customer is a group. The
purchasing agent is the individual who represents the opinion of the whole group.
Holmlund (1996, p. 43) in turn argues that when the parties in a relationship include
several persons whose perception is affected by the relational cooperation, then, “it may
be assumed that the perception of the person who has the power to make vital decisions in
the firm outweighs the perceptions of others when there are differing views.” According
to her, the termination of the relationship may be such vital decision.

Quality for the individual. A person representing his or her company can be assumed to
have the best interests of the company in mind, and at the same time he or she also, as an
individual, has his/her own personal interests at heart. Quality for the individual refers to
the benefits which the individual perceives will contribute to his or her own well-being.
From a relationship management point of view, the focus is on the individual(s) in the
customer company who hold(s) the immediate power to continue or terminate the
relationship.

Quality for the individual includes two elements: the rational and the emotional. The
rational element of quality for the individual often also represents quality for the
company. However, there are situations in which this is not the case. For example,
sometimes working in the best interests of the customer company and the best interests of
the relationship may require replacing a certain person. This may result in financial losses
to him/her, and may be harmful to his/her future career opportunities. Thus, such a
solution clearly does not represent rational quality for the individual. Emotional elements
of this type of quality are often closely related to personal relations, friendship, sense of
caring, and ego-enhancement.
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The relevance of the concept of quality for the individual in the context of business
relationships is supported by the literature. Webster (1984, p. 38) refers to “individual
members’ goals” as a determinant of organizational buying behavior. It should be noted
that in the consumer market quality is automatically understood as quality for the
individual only. Organizational buying also involves activities, sentiments, and
interactions which relate not only to the buying task itself, but also more generally, to
nontask dimensions of the group function as well (Webster and Wind, 1972). Grönroos
(1990) suggests that when the buyer is an organization, there is a clear need to distinguish
the individual level. Similarly, Ford and McDowell (1999) mention personal values in the
relationships.

Model of quality and customer benefits in business-to-business relationships. The above
concepts of quality for the company and the individual can be illustrated as follows
(Figure 2). In the relationship between selling and buying company, the general elements
of quality consists of products, services, information, reference value, security,
competencies, business opportunities, and social relations. However, these elements are
not necessarily always present simultaneously. Products and services received are usually
the main reason for a customer to remain involved with the selling company. However,
the relationship may also offer the customer other benefits.

    SELLING COMPANY    BUYING COMPANY
   

Products
Services   Quality for
Information   the company  Rational    *organizational goals*
Reference value
Security
New competencies    Key individual(s)
New business   Quality for   Rational     *individual goals
  opportunities   the individual  Emotional and well-being*
Social relations

Figure 2 Quality and customer benefits in business-to-business relationships

Information and communication are key elements of relationships (e.g. Stevenson, 1981;
Barrett, 1986; Walter, 1999). The selling company can provide the customer with various
kinds of information on themselves or other companies, potential customers or
competitors, which can be of great value to the account. According to Fombrun (1996), a
good reputation signals implicit quality. The term reference value is used in reference to
the image of the selling company. When the selling company has a positive image,
cooperation with the company also improves the account’s own image and can be a
valuable reference in the account’s own marketing activities. For example, a company
that buys components for its own products from a manufacturer with a good reputation
can use this as a reference when selling its products. Relationship marketing literature has
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identified relationships as one major source of security for companies (Gummesson,
1994). Security refers to the account’s trust in the products, services, information,
economical aspects (e.g. price policy) and other practices in the relationship. The greater
the trust, the less the account needs to control the selling company (Moorman, Zaltman
and Deshpande, 1992) which saves time and money. However, trust has to be earned
(Thorelli, 1986). Security also refers to increased certainty concerning the future.

Competencies development and learning can represent a significant relationship or
network benefit (Rosenbröijer, 1998; Håkansson, Havila and Pedersen, 1999; Ritter,
1999). Competencies include the account’s learning and increased managerial and other
capabilities resulting from cooperation with the selling company. The selling company
can provide advice or even require the account to improve its managerial and
organizational practices and other capabilities. New business opportunities are those
which emerge as a result of the relationship with the selling company. For example, a
joint-R&D project with the selling company might result in a new product which
increases the account’s sales. The account might also be able to increase sales of existing
products with the help of the selling company’s network. This is included in what Möller
and Halinen (1999, p. 417) call “net management capability.” According to the IMP-
group (ed. Håkansson, 1982), social relationships are an integral part of business
relationships. Social relations encompass benefits such as friendship, sense of caring, and
ego-enhancement (Cunninghamn and Turnbull, 1982; Thorelli, 1986).

The above discussed factors are the most common benefits that contribute to the key
account’s organizational goals and the individual’s/individuals’ own well-being. Quality
for the company includes rational organizational benefits which may be either short- or
long-term, direct or indirect, and typically contribute to the key account’s turnover,
profitability, cost savings, organizational efficiency and effectiveness, and image. Quality
for the individual in turn encompass both rational and emotional individual level benefits.
From the relationship management point of view, the key individual(s) is/are the one(s)
who has the power to continue or terminate the relationship. Rational individual level
benefits contribute, for example, to the individual’s own career, income, and ease of job.
As was mentioned earlier, emotional individual level benefits include friendship, a sense
of caring, and ego-enhancement.

A Framework for Key Account Management Practices at Company and Individual
Levels

Next, a concluding framework for KAM practices is suggested. This framework is a
synthesis of the discussion in this paper and is presented in Table I. Table I deploys the
four basic elements of KAM and describes the two levels which are relevant for quality in
the business-to-business context.
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Table I A framework for Key Account Management practices at company and individual levels

                     Level of
                     approach

KAM element

Company level
(quality for the company)

Individual level
(quality for the individual)

Identifying key
accounts

•  What are the criteria of strategically
important accounts?
•  Which existing or potential accounts
fulfill these criteria now and in the
future?

•  Who hold(s) the power to continue or
terminate the relationship in the
account organization?
•  Which individuals influence the key
decision maker(s) in the key account
organization?

Analyzing key accounts •  What are the account’s
products/services, inputs, internal value
chain, markets, suppliers, and
economic situation?
•  What is the history of the relationship
with the account in terms of sales
volume, profitability, investments and
adaptations made, buying behavior,
information exchange, special needs,
buying frequency, and complaints?
•  What is the degree of goal
congruence between the selling
company and the key account?
•  What are the account’s intentions and
costs of replacing the selling company
with another?
•  What is the account’s portfolio of
competing suppliers and what is the
selling company’s position in this
portfolio?

•  Which individuals in the key account
organization gain personal advantage
or disadvantage from the relationship?
•  What kind of benefits or drawback
might they experience?
•  How might these individuals
influence the nature and continuation
of the relationship?
•  Are there conflicts of interests
between individuals in the account
organization related to the
relationship?

Selecting suitable
strategies for key
accounts

•  What strategic alternatives can be
selected in terms of the power
position and the degree of goal
congruence with the key account?
•  Which strategic alternative best
fits the present and future business?

•  What personal level long-term
benefits could be provided to the key
individual(s) in the account
organization?

Developing operational
level capabilities

•  How could products/services be
customized for the key account?
•  What kind of qualifications are
required from the key account
manager, how should he/she be
selected, and how could his/her
skills be developed?
•  How could information exchange
with the key account be improved?
•  How could relationship routines
be improved?
•  How could the organizational
structure be improved to better meet
the key account’s requirements?
•  What factors make the selling
company trustworthy in the eyes of
the account and how could these
factors be enhanced?
•  What are the effective
mechanisms and measures for
controlling and securing the
achievement of relationship goals?

•  How could the ease of the
job and interaction with key
individual(s) in the key account
organization be facilitated?
•  What kind of social interaction
styles are appreciated by the key
individual(s)?
•  What kind of informal social
contacts and events would help in
building and enhancing a friendship?
•  Is there something that the key
individual(s) would appreciate and
that could easily be offered in terms
of normal business ethics?
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Identifying key accounts
To identify key accounts, it is essential that the selling company considers what it
primarily wants from accounts. It is equally important to identify which accounts can
meet the objectives today or have the potential to do so in the future. At the company
level, this includes defining the criteria of strategically important customers and
identifying existing and potential accounts that fulfill these criteria now and in the future.
At the individual level, it is important to identify both the person(s) holding the power to
continue or terminate the relationship in the account organization and persons listened by
the key decision maker(s).

Analyzing key accounts
When analyzing key accounts at the company level, it is important to analyze the
account’s products/services, inputs, internal value chain, markets, suppliers, and
economic situation. It is also important to analyze the history of the relationship with the
key account, specifically focusing on sales volume, profitability, investments and
adaptations made in the relationship, buying behavior, information exchange, special
needs, buying frequency, and complaints. Similarly, it is vital that the seller compares its
own relationship goals with the ones of the account, especially for making strategic
decisions concerning the relationship. Moreover, it is useful to know or evaluate the
account’s costs and possible intentions of replacing the selling company with another.
Furthermore, it is relevant to know whether the account is simultaneously buying from
the seller’s competitors, and what the selling company’s position is among them.

At the individual level, it is important to consider which person(s) in the account
organization gain personal advantage or possibly disadvantage from the relationship with
the seller, and what these advantages/disadvantages may be (e.g. related to career
opportunities, income, and ease of the job). Walter (1999) refers to this as “relationship
promoters” in the account organization. It is also relevant to consider what kind of
influence these individuals have on the nature and continuation of the relationship.
Moreover, it is important to analyze whether there are conflicts of interests between
individuals in the account organization related to the relationship.

Selecting suitable strategies for the key accounts
Once the key accounts are identified and analyzed, suitable relationship strategies can be
selected. At the company level, this includes analyzing the strategic alternatives in terms
of the power position and the degree of goal congruence in the relationship. When
selecting a suitable relationship strategy, it is important to consider both present and
future opportunities, thus leaving the door open for more intensive and profitable future
cooperation. At the individual level, it is important to understand what personal level
long-term benefits could be offered to key individual(s) in the account organization.
When key individual(s) feel that they can increase their own competence and career
opportunities in a joint-R&D program, their commitment to the relationship grows. They
may also be more committed to the relationship if they have an opportunity to develop
their personal network.
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Developing operational level capabilities to build long-lasting and profitable
relationships
Drawing a sharp line between strategic and operational KAM practices is, of course,
somewhat difficult, and thus some of the following aspects also relate to the strategic
level. Nevertheless, at the company level it is important to improve the quality of
products and services. It is vital that quality development is a continuous process
connected to the evolution of the relationship. It is equally important to know the
qualifications of the key account manager, select a suitable person as key account
manager, and continuously develop his/her skills. Moreover, information exchange and
relationship routines are relevant areas of development. The organizational structure can
also be developed to better to meet the account’s needs. Furthermore, since trust is the
key antecedent of deeper cooperation, it is crucial to enhance the factors that make the
selling company trustworthy in the eyes of the account. Furthermore, people and
processes management always require a control function to develop and implement
suitable mechanisms and measures for analyzing and ensuring goal achievements.

At the individual level, it is important to facilitate the ease of the job of and interaction
with the key individual(s) in the key account organization, as well as adapt to the
interaction styles appreciated by them. Social contacts and events outside of official
dealings often help to build friendship with the key individuals. Finally, to enhance the
commitment of key individual(s), they can be offered something extra, such as small
favors, gifts or advice. This, however, has to follow normal business ethics, laws, and
regulations.

Research Implications: Targeted Quality Based on Customer Importance

An important implication of the above discussion is that the selling company should
prioritize its resources in terms of customer importance. From the quality management
viewpoint, the selling company should aim to provide targeted quality based on customer
importance. The customers who are profitable or in other ways contribute to the selling
company’s goals, now and in the future, deserve better quality than those who do not. The
weakness of the traditional quality management approach is that it pays little, if any,
attention to customer importance. By providing similar quality to each customer, more
important customers are penalized and less important customers are rewarded.

Figures 3, 4, and 5 describe three customer groups in terms of their importance to the
selling company. In general, customer importance or customer attractiveness is
characterized in terms of various criteria, such as present and future profitability, the
potential to increase the selling company’s shareholder value, the customer’s reference
value, location, stability and predictability of sales, future sales growth potential, new
competencies received from the relationship, purchase process, etc. The size of the
column illustrates the importance of the customer. For the sake of simplicity, this can be
understood as illustrating profitability coming from the customer and the customer’s
potential to increase the seller’s shareholder value. Thus, Customer group 1 brings most
profitability. Customer group 2 is significantly less profitable, and Customer group 3
results in losses. Customer group 3 can be divided into sub-groups: customers who are
unprofitable today but may become profitable in the future, and customers who will
always be unprofitable. In Figure 3, each customer is provided with equally high quality



- 14 -

(the horizontal line) and more important customers are thus penalized and less important
ones are rewarded.

Customer importance (based on profitability/potential to increase shareholder value, for
example)

quality
provided

Customer group 1 Customer group 2 Customer group 3

Figure 3 Equal quality for all customers no Key Account Management thinking

Figure 4 illustrates KAM prioritization and development practices. In the case of
important customers, the level of provided quality increases (Customer group 1), and in
the case of less important customers, the level of quality is maintained (Customer group
2) or decreased (Customer group 3) to achieve cost savings. Various relationship
management methods are used to move customers from Customer group 3 to Customer
groups 2 and 1, and from Customer group 2 to Customer group 1. The customers who are
currently unprofitable, will remain unprofitable, and who do not contribute to the selling
company’s shareholder value in any other way, are abandoned. However, termination of a
relationship should be done with sophistication so that the selling company does not
lose its image in the market.

Customer importance (based on profitability/potential to increase shareholder value, for
example)

quality
provided

Customer group 1 Customer group 2 Customer group 3

Figure 4 Prioritization and KAM development practices based on customer importance

future potential

no future potent.

no future potent.
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Figure 5 illustrates the situation in which more important customers (Customer group 1)
are provided with higher targeted quality and less important customers with maintained
(Customer group 2) or lower (Customer group 3) quality. Customer group 3 does not
include the customers who cause constant losses and do not contribute to the selling
company’s shareholder value in any other way.

Customer importance (based on profitability/potential to increase shareholder value, for
example)

quality
provided

Customer group 1 Customer group 2 Customer group 3

Figure 5 Targeted quality based on customer importance Key Account Management
approach

Conclusions

This paper first discussed the four basic elements of KAM, then described the nature of
quality for the company and for the individual in business-to-business relationships, and
finally introduced a framework for KAM practices. This framework illustrated the four
basic KAM elements as well as company and individual levels of business relationships.

This paper concluded that KAM involves a) identifying and b) analyzing key accounts, c)
selecting suitable relationship strategies for them, and d) continuously developing
operational level capabilities to enhance relationships. Each of these elements entails
various managerial challenges. This paper discussed a large number of KAM practices
which are of considerable relevance in these elements. In the business-to-business
context, it is always crucial to consider quality both for the company and for the
individual. To do this it, is important to identify the key account’s organizational goals for
the relationship. It is also vital to identify key individual(s) in the key account
organization, i.e. identify the person(s) holding the power to continue or terminate the
relationship and consider their individual goals and well-being.

A research implication of this paper is the concept of targeted quality based on customer
importance. The most important customers, in other words those who mainly contribute
to selling company’s profitability and increase its shareholder value the most, should be
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provided with higher quality. Furthermore, the objective of KAM is to develop less
profitable and value increasing customers into more profitable and value increasing ones.
It is reasonable to give up customers who cause constant losses and do not have any
future potential.

Finally, the focus of KAM has always been on dyads. A relevant extension and possibility
for further research would be to broaden the perspective to business networks. The four
basic elements of KAM could obviously offer a starting point for network management.
Similarly, both the company and individual levels are relevant and could be used to
approach business networks.
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