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Choosing your strategic accounts is one of the most
critical decisions in a strategic account management (SAM)
programme. By definition, these are supposed to be the
accounts that have the largest impact on the future profit
stream of the business.

Good strategic account selection is a cornerstone to good
strategic account management. Select the wrong accounts
and all the downstream work will be affected. Getting this
part right is also important because it is vital for the business
to see it as an early win. Get it wrong and the rest of the
SAM programme is threatened. 

Yet, many companies do not have a good selection
process. Commonly, businesses give wholly insufficient
attention to at least some of the following factors:
•   Competition for the account’s business;
•   Portfolio management of the accounts;
•   Customer view of the strategic importance of your business; 
•   Big brand name does not mean big strategic account;
•   RORI—the return on relationship investment;
•   The account selection process across the organisation; and
•   Continuous monitoring and re-selection of strategic accounts. 

It is also worth noting that on the customer side, most
professional buyers have a myriad of tools and definitions for
supplier relationships. One of my buyer colleagues has an
armoury of over 50 different tools for measuring supplier
value and complex models that define relationships all the
way from “commodity buy” to “extended enterprise” and
“technology partnership.” We do now really need to move
beyond the traditional linear ladder of transactional to
preferred to partnership relationships.  

In order to overcome these issues we at least need a
framework that:
•   Considers all the relevant customer and competitor

inputs;
•   Is transparent and auditable;
•   Distinguishes between strategic and non-strategic

relationships;
•   Further divides the strategic relationships into basic

different types; and
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•   Provides a tool for managing the portfolio on an 
on-going basis.
Before we look at this framework it is worth asking the

question, “What is a strategic account?” A useful definition is
given by Dr. Kevin Wilson et al:

“A strategic account is one that is of strategic
importance to the achievement of the supplier’s corporate
objectives, pursues integrated and co-ordinated
strategies…and demands an integrated product / service
offering from its suppliers.” Wilson, KJ, Millman, A, Croom, S,
and Weilbaker, D (2000)

Immediately, we can see the importance of two input
factors (see Figure 1):
1) The supplier’s view of the strategic impact of the

relationship; and 
2) The customer’s view of the ability of the supplier to

provide an adequate product / service.
For successful account selection we also need to 

consider (see Figure 1):
1) Whether any other supplier can provide a better 

product / service than us; and
2) What the payoff is with this account versus other accounts.

The Relationship Alignment Dimension

For a strategic relationship to be sustainable, it must be
seen to have high value by both the supplier and the
customer. A relationship that is seen as strategic by only the
supplier will suffer from over investment by that supplier. The

customer will simply not respond to the supplier’s 
initiatives. Conversely, a relationship that is seen as strategic
only by the customer will suffer from under investment by the
supplier. The customer will feel it is not getting the 
priority / integrated services it deserves.  

Unbalanced strategic relationships can exist (for example,
when there is no alternative source of supply) and may
endure, but in the long term they are risky and unsustainable.
The goal is a mutual balanced strategic partnership where both
supplier and customer parties view the relationship as having
high importance to the achievement of both of their
corporate (and personal) objectives. This will have high
relationship value to both parties.

“I would never like to be in a club that had me as a member”
Groucho Marx

If you looked analytically at your company from your
customer’s view, would you be a strategic supplier to them?
Here is a sample checklist of factors to consider:

“This supplier will help us achieve our corporate objectives 
by having…”:
•   An integrated service;
•   A consistent service;
•   A single point of co-ordination;
•   A customised offer;
•   Organisation-wide agreements;
•   Trusted advice / expertise;
•   Innovation leadership;
•   Solutions rather than products; and
•   An established good relationship / reputation.

Then, in considering the customer’s strategic
value you might consider the following factors:

“This customer will help us achieve our corporate
objectives by…”:
•   Having an integrated and co-ordinated

strategy;
•   Having a commitment to partnering;
•   Being a high spend customer (above $W);
•   Having a high share of its spend 

(above X%);
•   Being a high growth customer (above Y%);
•   Being a high market share customer (above

Z%);
•   Having additional profit potential (from 

additional services, DMUs, reference
power, links to other business);

Figure 1.  The Four Inputs to Successful Account Selection
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•   Having high brand value;
•   Being a good strategic fit;
•   Having innovation leadership; and 
•   Having strong existing relationships.

Of course, factors vary from business to business and you
would have to choose, weight and score each factor carefully
before consolidating the results.

The Competitive Payoff Dimension

A strategic relationship will not be sustainable if there
is an existing or potential source of higher value outside
the supplier. The customer may rate the supplier as
providing good value but rate another supplier as better.
Of course, it might also rate its own in-house capability
higher than the supplier! 

The competitive risk will affect the payoff calculation on
the relationship. Even without the competitive influence,
different account relationships will have different payoffs.  

To assess competitiveness, you would need to identify
the key buying factors (KBFs) from the customer’s view,
identify the leading competitors and score yourself and the
competitor on each KBF.

The Return on Relationship
Investment (RORI) payoff may be
determined in a number of ways. One
useful approach is to calculate (as far
as possible) the Net Present Value
(NPV) of the future cash flow from
these accounts after factoring in the
risk equation.

The Mosaic Selection Model

Once the relationship value and competitive superiority
have been calculated, you can then plot each account
relationship on the selection model (see Figure 2).  

Each box represents a different strategic position. The
bottom left hand side shows the least strategic
relationships. These have low relationship value to both
the supplier and the customer and exist where there are
alternative, more competitive sources of supply. An
example here would be a small local account that is served
better by local sources of supply. In the middle are those
accounts that are viewed as strategic by only one party and

exist where there is at least competitive parity. These are
strategic accounts but they are the lowest form of strategic
account. They are unbalanced relationships and, if not
corrected, will decay to the lowest common denominator
and will become mutually unrewarding.

At the top right hand side is the top tier of strategic
account relationships. These are the
superior partnerships that deliver high
value to both supplier and customer
and are seen by the customer as
delivering the best value available.
These are typically relationships that
have moved far beyond the economics
of the product itself and where joint
innovation, teamwork and planning
are the by-words for the relationship.

All the accounts in the top right
quadrant are potential strategic

relationships. The model is useful in that it further divides
these into three tiers.  

Outside this quadrant lie other non-strategic accounts.
These are often called “major accounts” to distinguish them
from strategic accounts. It is interesting to observe two
useful points:
1) Partnerships can exist that are quite uncompetitive (top

left). This is particularly true where there is a 
non-commercial reason for the buyer to engage with the
supplier. Examples include a buyer living close to a
supplier or the supplier’s relationship manager having a

It is useful to clearly
distinguish between the

current portfolio and the
future desired portfolio.

In this way, an account
portfolio strategy can be

determined.

Figure 2.  The Mosaic Selection Model



F O C U S :  E U R O P E • • 1 0 • • Q 1  2 0 0 3  

particularly warm relationship with the buyer. 
2) A relationship may be competitively superior but still

mutually unrewarding (bottom right). A common example
here is heavy discounting being undertaken to win / keep
the business and the customer being happy to buy a small
proportion on price to keep its main supplier competitive.

Continuous Monitoring of RORI

The final part of the process is to
continuously review the portfolio of
accounts to ensure the right Return
on Relationship Investment.

Here a software tool is the
only effective solution. The
supplier needs to clearly show
the payoff for each of its
accounts to its executive team. It
is here that we can demonstrate
the foolishness of the common
notion that the only goal is Tier 1
strategic partnerships. A
portfolio that has a combination
of short-term unbalanced and
long-term balanced relationships is indeed sensible. A
global parcels company deliberately over-invests in good
fitting accounts in the short-term in the expectation that
those accounts will be nurtured into Tier 1 partnerships in
the future.

In addition to the RORI calculation, it is also important
to determine whether the relationship is at a global,
regional or national level. Suppliers should never assume
that only global accounts are strategic.

Of course, if this were the first account selection cut,
you would not even consider running with a large number
of accounts. You would have to further select a small
number of pilot accounts to get started with, make
mistakes with and prove the payoff. This further cut may
include pragmatic inputs like:

• Selecting accounts whose account managers are very
favourable to the change; and

• Ensuring pilot accounts are distributed alongside key
business stakeholders. 
In all the above work, it is useful to clearly distinguish

between the current portfolio and the future desired
portfolio. In this way, an account portfolio strategy can be
determined. 

To conclude, the golden rules of successful strategic
account selection are:

1)  Adopt a transparent,
supported, auditable selection
process;

2)  Ensure use of reliable customer
and competitor intelligence;

3)  Keep the strategic accounts to
a small manageable number;

4)  Use an appropriate measure of
payoff (e.g NPV of future
cash flow);

5)  Ensure the portfolio of
accounts is balanced (e.g with
some inferior accounts being
groomed for the future); 

6)  Refine the selection to identify
pilot accounts;

7)  Regularly review the selection
process to promote and
relegate accounts;

8)  Make sure that potential
relationship fit is considered;

9) Be pragmatic about border accounts; and
10) Be prepared to fit strategic accounts to strategic

account managers.
At the end of the day, as SAMA always says, strategic

account management is simply about the right people, the
right accounts and strategic alignment.

Strategic account management is
simply about the right people, the right

accounts and strategic alignment.
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