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When asked to name their 
top 20 customers, many 
management teams draw 
a blank. How is this pos-

sible? After all, top-level managers also 
need to have insight into their custom-
ers’ situations and need to know where 
to focus their resources. What is more, 
the key to an effective 
customer focus is the 
ability for the entire 
company to know ex-
actly who their most 
important accounts 
are and to react to 
their needs accord-
ingly.

Key account manage-
ment is a sales ap-
proach often used to 
differentiate custom-
ers. The challenge 
starts with the defini-
tion of a key account. 
Can you outline your 
definition of a key ac-
count? Do you know 

their needs and wishes? And most im-
portantly, are you able to serve them 
profitably, allocating investments and 
scarce resources to where they matter 
most against the best possible price?

Too often practice shows that it is not 
as straightforward as it seems to answer 
these questions. If you define your key 
accounts too broadly, you will end up 
with an overwhelmingly large customer 
base that undeservingly receives privi-
leged services. Without a clear under-
standing of what your customers really 
need, you will likely end up in over-
promising the unexpected and under 
delivering the bare essentials. Perceived 
key accounts will get what they need, 
key account managers will get things 
done based on who shouts the loudest, 
and alignment of internal resources will 
be done based on ad-hoc issues rather 
than strategic direction and importance. 
All of this comes at the expense of cus-
tomer satisfaction and key account prof-
itability. How can you improve your key 
account management? Here are five steps 
towards higher profitability:

Step 1: Narrow your focus—define 
and segment your customers 

Effective key account management 

should be based on a careful identifica-
tion and definition of your key accounts. 
This requires answering one simple ques-
tion: What makes a certain customer key 
to your business? While sheer size is a 
basic indicator, it does not provide a solid 
basis for building a sustainable segmen-
tation process. A strong segmentation 
process is driven by three factors that 
combine both hard and soft criteria: the 
customer’s compatibility in terms of fi-
nance, strategy and attitude.

Assessing the financial compatibility 
involves looking at basic quantifiable 
criteria that indicate the customer’s cur-
rent performance and potential. This in-
cludes factors such as revenue, profit and 
growth potential. 

The strategic compatibility indicates 
whether the customer’s position and 
growth direction are compatible with 
your capabilities and priorities. How 
strong, for example, is your customer’s 
market and innovation leadership? This 
is a good benchmark for measuring com-
panies that have a specific focus on new 
product development. 

When we talk about attitude, we mean 
factors such as loyalty, willingness to 
share information and desire to engage 
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in a working relationship. You must also 
know whether your customer buys your 
services based on the price or on their 
loyalty to your company. Because in the 
end, a key account relationship involves a 
mutual commitment in which both sides 
grow together. (See figure 1 on previous 
page.)

To assess these criteria, sales, market-
ing and finance must work together to 
efficiently evaluate each account. If you 
have a large customer base, it makes 
sense to first assess the financial compat-
ibility. Based on this assessment, the key 
account candidates above the financial 
thresholds can be selected for a more de-
tailed and manual classification. 

A true challenge in this process is to 
determine the thresholds for revenue, 
profit and potential. This final step in 
the segmentation process is decisive for 
the customer classification. If your mini-
mum thresholds are low, you will end up 
with a high number of key accounts and 

sales volume, but you also might endan-
ger the quality and feasibility of service 
levels. The decision where to draw the 
line depends on how you would define 
the ideal key account service model and 
the cost-to-serve involved.

Step 2: Differentiate your services—
design the right service model, for the 
right customers 

Not every key account is the same. For 
example, price-oriented buyers and loyal-
ty-oriented buyers may require very dif-
ferent service offerings. Loyalty-oriented 
buyers should be accommodated with 
joint innovation programs, contact per-
sons for each function, shared marketing 
material, etc. On the other hand, price-
oriented buyers are generally reluctant 
to pay a premium for these services and 
only seek a low price. They are better 
served with a minimal and more stan-
dardized service package to ensure that 
both revenue and the bottom line are 
satisfactory. 

The same rationale applies when you 
differentiate between channels and sec-
tors, large key accounts and small key 
accounts, international and local, stable 
and fast growing. You must find out 
what each customer segment needs and 
design the best service model according-
ly. (See figure 2.)

It starts with defining the requirements 
of each segment based on your internal 
knowledge and sales insights, validated 
with key account interviews. These in-
sights need to be translated into critical 
success factors and key enablers: What 
is necessary to establish the best possible 
relationship with your customers?

These enablers can be grouped into ser-
vice packages or bundles for each cus-
tomer segment that serve as anchor 
points for your sales force. They will tell 
your sales force what to promise (and 
what not), what to include in the key 
account offering, and which services 
should be charged separately.

1. Quality of products

2. Logistic service

3. Product development and innovation

4. Variety of the product portfolio

5. Technical support

6. Information and advice

7. Supply chain integration

8. Training 

9. Finance

10. Marketing support

Channel 1
Channel 2
Channel 3
Channel 4

very low importance very high importance
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Technical support is 
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Step 3: Steer growth—have a key ac-
count plan

The importance of a basic key account 
plan is often ignored in daily sales prac-
tice. Writing a key account plan is per-
ceived as a paper exercise without any 
real consequences or benefits. Why? A 
key account plan is often regarded as 
overly complex and time-consuming. It 
is often perceived as a bureaucratic obli-
gation instead of as a vital tool for driv-
ing business. Moreover, an average sales 
manager is not very comfortable with 
writing a key account plan.

Nevertheless, a key account plan is an 
essential tool for steering your busi-
ness growth. It is vital that the overall 
growth targets set by management are 
applied explicitly and made tangible on 
a customer-specific level by the account 
managers. The plan also supports you in 
making smart decisions in which cus-
tomers to invest in or not. Moreover, the 
key account plan serves as a common 
platform for allocating scarce resources 
from all business areas involved. A key 
account plan represents a holistic cor-
porate view that goes beyond the sales 
force level. While it is driven by the key 
account manager, it is owned by every 
department involved.

In essence, a key account plan needs to 
capture the growth opportunity for a 
specific customer and the investments 
required to capitalize that. To do so, ev-
ery key account plan should include (at 
least) the following seven aspects: 

1. List customer and market baselines 
of main financial indicators, key 
challenges and ongoing projects

2. Summarize the current account rela-
tionship, including its strengths and 
weaknesses 

3. Indicate and quantify growth oppor-
tunities and targets

4. Define required actions and the de-
sired customer solution

5. Estimate the value of the solution for 

the client

6. Estimate the investments and the 
cost-to-serve

7. Create an action plan and prepare 
the deal 

Step 4: Build profitability—balance 
price with cost-to-serve

Not all key accounts turn out as prom-
ising as expected. The potential is not 
realized, the market declines or sales 
managers have been overly optimistic. 
True insights into costs-to-serve and 
price build-up per customer are essential 
ingredients to manage the relationship 
profitably. 

On the one hand, these insights will help 
you be well-equipped and prepared to 
boost negotiation prices. On the other 
hand, they will help you to know when 
to cut down on offered services and 
thereby on the cost-to-serve. 

As key account plans are typically fo-
cused on volume and growth poten-
tial, they often do not focus on profit-
able growth. Yet increasing profitability 
is a main challenge for successful key 
account management. After all, your 
largest clients are usually the ones that 
generate the smallest margins. They ne-
gotiate the best prices, enforce the high-
est service levels and drive up the cost-
to-serve.

Mastering the precarious balance be-
tween the right price and the right ser-
vices should be a core skill of every key 
account manager. They should know 
precisely which services they offer, the 
cost-to-serve, and what the price premi-
um and build-up are. This is the differ-
ence between being just a price-oriented 
seller and a value-oriented seller.

Step 5: Make it happen—ensure a 
structured process and true team ef-
fort

The last success factor in the key account 
approach is to gain support and joint 
ownership of an account relationship 

throughout the entire company. Key ac-
count management requires a true team 
effort. 

From an organizational perspective, this 
backing is necessary to ensure that all 
business areas involved understand the 
needs of the key account and the impli-
cations of the services provided. From 
a customer-oriented perspective, this is 
necessary to ensure that the improve-
ment initiatives and relevant expertise 
of every business area are mobilized to 
serve the customer in the best possible 
way. The key account plan serves as a 
platform for solidifying ideas, investment 
and profit opportunities.

To make it happen, you must incorpo-
rate a key account plan into the annual 
planning cycle. Make sure that the key 
account plan has the signature of every 
business area involved. To support the 
process, include speed-date sessions in 
which the key account manager gains 
the buy-in of every stakeholder. In doing 
so, the company maintains an overview 
of the account plan’s impact and the re-
source support involved. In essence, it 
bolsters the entire company’s focus on 
the customer. 

The Result
Key account management is not only 
about selecting a number of custom-
ers and assigning sales managers to tend 
to their needs. It also involves a mind-
shift throughout the entire company: 
resources should be allocated to where 
they are needed most. To grow joint and 
long term relationships with customers 
who have the highest fit with the strategy 
and direction of the company. To create 
a customer base that serves as a platform 
for further growth and innovation.

The biggest and most important chal-
lenge is to manage these relationships in 
a profitable way. This in turn poses the 
dual challenge of managing the cost-to-
serve while achieving the best possible 
price. It all remains a matter of persuad-
ing your customers to buy a service for 
its value, not for the price. 




