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Abstract

The Customer Relationship Portfolio Management (RIRBoncept emphasises a resource-based integrated
approach to the management of an organisation®mes relationships and has been largely inspired b
matrix-orientated portfolio models developed witlither related management disciplines. Though these
models were rapidly adopted in such disciplinesabse of their appealing visual displays and imntedia
recommendations, customer relationship portfolseagchers examining the practical reality withisibass
organisations have found little support for sudioranal approach to managing customer relationsHips.
proposing and testing of theoretical customer iatahip portfolio models has not shed light on dotual
methods used by organisations to manage their ghiortbf customer relationships. Taking a broad
perspective on the customer relationship portfolamagement phenomenon, this in depth process-atéeint
case based research investigates how selling sag#onis in two industrial market contexts (UK andi&)
actually manage their entire portfolio of custonmelationships. Research findings indicate that tthe
organisations have their own ‘customised’ waysla$sifying and managing customers, though the groce
is less formal in the second case context. Evengihmeither of the case contexts under study usestiax
approach, they do however use variables suggestebpsly by customer portfolio researchers. Thesent
research contributes in both theoretical as welnaghodological terms towards the conceptually bah
empirically nascent customer relationship portfdiierature. It provides a contextual understanddfghe
CRPM phenomenon. This research goes beyond ‘sadftofs and incorporates cost related outcomes of
buyer-seller relationships to give a more roundeigwv of managing customer relationships.
Methodologically, a ‘flexible but structured’ symtis approach to understanding CRPM processesnwithi
organisations has been adopted.

Keywords: relationships, customer portfolios, developed &eeging markets.

Introduction

Business-to-business Customer Relationship Partfdhnagement (CRPM) has been a persistent stream of
academic literature within the relationship managetrfield. This is evident in the consistent levefs
research that has been conducted in this area thiaaearly 1980s (Cunningham and Homse, 1982; &jocc
1982; Campbell and Cunningham, 1983; Dubinsky argtam, 1984; Shapiret al 1987; Turnbull and
Zolkiewski, 1997; Krapfelet al 1991; Olsen and Ellram, 1997; Johnson and SeR@3%}). However, it
remains a largely conceptual, matrix driven visalon tool with little empirical support or conteal
applicability; most publications on CRPM are cortc@p or anecdotal in nature (Gelderman, 2003). The
‘portfolio’ concept emphasises an integrated apghida the management of the company’s various basin
units to achieve long-term objectives (Turnbull,9@R Originating from the management of financial
investments, this integrated approach has beerustied at a theoretical level, with respect to the
management of an organisation’s customer relatipastPortfolio models within strategic management
disciplines were rapidly adopted because of thgfrealing visual displays and the immediate compass
and recommendations offered (Brown, 1991). Theypagular because they fulfil an innate human desire
for taxonomy and the classifications offer easgtasp catch phrases (Hooley and Saunders, 1993).

There has been some degree of consistency in tleabrevelopment; researchers investigating CRRB® u
varying but arguably broadly similar phrases (inamag) for matrix conceptualisations (for example:
partners friends rivals andacquaintancesised by Krapfeét al (1991) and by Johnson and Selnes (2004)
thereafter). Unfortunately, managers have foundndre difficult to use customer portfolio models.
Researchers such as Leskal (2004) and Sutton-Brady and Oliphant (2005) haed little evidence for
the use of formal customer relationship portfoliethods. According to Leeét al (2004), managers have
found it difficult to choose between the portfofimdels that have been proposed for their partidulamess
context and tend to use less formal methods of giagdheir customer relationships.

This less than enthusiastic response from pragéti® has prompted researchers such as éeak(2004)
and Olsen and Ellram (1997) to urge researchers-texamine the portfolio models put forward so@s t
improve their applicability and usefulness in indlas settings. There is very limited informatiobhcaut the
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reality of implementing and using a system for ngang relationships. It is also unclear whether
practitioners use the same variables as academigkather they use the same number of variableskeée

al 2002b). Further to this, there is very little kneddje about how practitioners combine the infornmatio
different customers, how many stages or categanesconstructed and used in managing ‘portfolids’ o
customers, how formally recognised portfolios ard how analysis of results is utilised.

Taking a broad perspective on the relationshipfglast management phenomenon, this process oriehtate
case based research investigates how selling saams in two industrial market contexts (United
Kingdom and India) manage their entire portfolio @mfstomer relationships. This broader perspective
research does not attempt to establish matrix tgpkings or to use any structured matrix methodsrims

to generate and test theory by reporting on theah«RPM process utilised by organisations withna t
contexts mentioned above. Thus, this study attetoppsovide clarity on methods that companies adopt
actually managing their portfolio of customer ridaships and the process of implementation. Thiglevo
also mean the ‘capture’ and understanding of atationship management concepts that might be bged
business organisations in tandem with or to malezaijpnal, its customer relationship portfolio sty .

According to Turnbull and Valla (1986), the porifolconcept focuses on theanagemenbf supplier-
customer relationships, which could btassified in terms of relative importan@nd segmented into
homogeneous groupings customerdased on some meaningful baseRPM until now has predominantly
focused on classification, creating homogeneousigings and suggesting some alternative action plans
However, themnanagementomponent has not been extensively handled byeatiadesearchers.

A Review of the CRPM Literature

A discussion on the extant CRPM literature can lassified into three phaseBhase 1 the model
proposition phase’ occurred largely in the 1980s. A humber of maiodyiceptual customer portfolio and
CRPM models were proposed during this period, hewewany of the strategic management portfolio
techniques had been developed by business comgfittims (and not academic researchers), (Gluckg)1L98
Customer portfolio models based on strategic bssinmit (SBU) or macro level business planningstool
were then derived by academics. However, the thiealdasis of the dimensions proposed was gegerall
not examined empirically; instead the conceptuaqadcy of the majority of these models was assumed
(Eng, 1999)Phase 2the ‘model testing phase’occurred mainly in the 1990s, when a limited nurntdife
researchers actually tested the validity of thenfaorks and models proposed in the previous decade.
Phase 3the ‘practical reality phase’, has taken place mainly post 2000, with researcaedsessing the
practical reality of managing different types ofybuseller relationships and investigating the eayility

of certain portfolio concepts that had been hypsiteal earlier.

Phase 1: Model Proposition phase

The starting point for customer relationship pditfanodel understanding was the 1980’s where a mumb
of predominantly conceptual models were proposetebgarchers such as Fiocca (1982), Cunningham and
Homse (1982), Campbell and Cunningham (1983), Dick4983), Dubinsky and Ingram (1984), Shairo

al (1987) and Krapfett al (1991).

According to Gelderman (2003), most customer pbotfimodels proposed can be divided into two overall
categories:

1. Profitability, balancing cost and revenues fromtooeers.

2. Relationships, with an emphasis on various aspédiayer/seller relationships.

Those that deal with issues such as profitabilgyg.( Dubinsky and Ingram, 1984) or with strategic
importance of key accounts (Fiocca, 1982) are aoessarily relationship focused. Both Kragfeal (1991)
and Rangamt al (1992) look at the customer relationship portfg@leenomenon from a dyadic buyer-seller
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perspective. This crucial aspect was missing piwotheir work and customer input was limited totcos
related issues such as ‘cost-to-serve’, ‘priceiseitg and ‘difficulty in managing’ etc. Despiteecognition

of the importance of relationshipéth customers, very few relationship portfolio modedfiect this market
reality and many base judgements on how suppliess the relationship, identifying strategies thaink
appropriate in the operational context. This hasnepg them to criticism; “(to effectively manage a
relationship),it has to be understood from both perspectives eratthan by carrying out supplier
assessments or customer segmentation exerdBesd et al 2003, p. 38). The models identified in Phase 1
enable visualisation of relationship situations anttance the practitioner’s ability to make besinse of
the nature of its customer base and the possilbd¢egtes that could be adopted for optimum resource
allocation (Zolkiewski and Turnbull, 2002)The flexibility of the portfolio concept for usa the different
levels of management and different levels of stipatsn further illustrates its usefulness as amgoful
management tool”(Turnbull, 1990, p. 20). However customer relatldps portfolio models do not
necessarily reveal their theoretical assumptionsld€&@man, 2003) or there are ambiguities in how the
dimensions and constructs have been defined wiasHed to limited empirical testing in the secohdge

of research. Additionally, writers fail to providietailed guidance on choosing amongst variousesfiat
portfolio management options (Olsen and Ellram,7)3d their usefulness is often limited to vissetion
rather than serving as an analytical or presceptool in itself (Yorke and Droussiotis, 1994), gasting
action plans rather than direct strategy formuldmis, the relationship portfolio approach remaittsiw the
realms of a simple aid to decision making. The laic&mpirical substantiation and theory buildinghegns a
problem. Additionally, customer portfolio models rivan the main derived from existing thought within
related management disciplines and thus many o¥dhi@bles, dimensions or methods proposed retate t
revenues, profitability or asset utilisation of firen rather than relationship specific issues.

Phase 2: Model Testing

It was not until the 1990s that researchers begatest CRPM models and discuss the problems and
advantages associated with them. Four key resqmpbrs that attempted to test the validity of exgst
customer portfolio models are identified.

Turnbull and Topcu (1994) tested Fiocca’'s (1982)detowith data extracted from a Turkish minerals
company, whilst Yorke and Droussiotis (1994) usedc¢a’s (1982) approach in a modified form and
applied it to a fabric manufacturer, calculatingiiidual customer profitability over a two-monthrjmel.
Both Turnbull and Topcu (1994) and Yorke and Dratss (1994) found that the subjective nature of a
number of variables proposed presented problemsglumplementation. Turnbull and Topcu (1994)
interpreted some variables differently, which ledsignificant disparities in the categorisationcatomers
and also faced problems with the demarcation betwksv' and ‘high’ values, as did Turnbull and
Zolkiewski (1997) in the third key paper. Yorke ammoussiotis (1994) criticised Fiocca (1982) for
assuming that each relationship category was agedcivith different profitability levels. Both Tuwnll and
Topcu (1994) and Yorke and Droussiotis (1994), hmxeagreed that Fiocca's (1982) approach provided
useful customer relationship data and that cleaw@iable definition could remove the subjective
interpretation inconsistencies. The fourth validégting paper is Eng (1999) described below.

Turnbull and Zolkiewski (1997) produced a studyteh projects from four different customers in an IT
company testing Shapiret al's (1987) theories relating to gross margin dispersiod to the behavioural
types of a customer (carriage trade, aggressive) ahd Krapfelet al's (1991) theory of relationship
classification and management. Turnbull and Zolkiaw1997) found that their case company only labke
at the production and direct costs of individuadjects and not at pre- or post-sale costs, supgp8hapiro

et al's (1987) claim that managers did not know the real ¢o serve individual customers at times. Their
results also validated Shapieo al's (1987) wide range of profit dispersion findingslahe applicability of
their classification matrix for customers. They poged Shapir@t al’'s (1987) assertion that the dispersion
of customer profitability could be managefsuitable customer data tracking systems were uaadbull

and Zolkiewski (1997) recommended that managersidenthe changing cost to serve each customer. In
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testing Krapfelet al's (1991) relationship grid classification matrix the same research, Turnbull and
Zolkiewski (1997) found Shapiret al's (1987) axes to be relatively less subjective dalefore easier to
measure and that since the majority of the relatis studied were repeat purchases, all custowenes
positioned in two out of the four quadransrtner andfriend on the Krapfeket al (1991)matrix. Turnbull
and Zolkiewski (1997) concluded that Krapétlal's (1991) matrix was more useful for analysing sugpli
rather than customer, relationships and that Shagiral's (1987) model required the inclusion of
‘relationship value’ as a third dimension as mangsgeed to consider the evolving cost-to-serveetmrh
customer rather than simply treating sales and etizud time as an overhead.

Eng (1999) selectively tested different componeafitshe validity of models proposed by Fiocca (1982)
Campbell and Cunningham (1983) and Shapiral (1987) longitudinally in a service business cottex
taking account of Winekt al's (1983) advice to integrate various models in otdetake advantage of their
unique benefits. Eng (1999) found (whilst testingpsone of Fiocca’'s (1982) model), that ‘non-kegiea
customers could also prove to be an important soafdunds and that the cost-to-serve a highlyaetitve
business (for all competitors) was higher than naiker businesses. Eng (1999) recommended further
investigation using other variables such as custgnefitability prior to making decisions on termatmg
customer relationships. In investigating Campbetl €unningham’s (1983) approach, Eng’s (1999) found
problems with generalising some conditions/ assiompt of the product lifecycle theory to customer
relationships, as customers may not evolve to ‘codities’ as products can. Eng's (1999) also
demonstrated that a customer’s position on the-tifcle’ could change as a result of strategic againd
that a relatively new customer could hieday’s special customerand not necessarily ‘domorrow’s
customer’ Eng (1999), (as Turnbull and Zolkiewski, 1997@aafound problems in obtaining accurate cost-
to-serve data and found Shapgb al's (1987) costs-to-serve classifications more suited to tigustrial
business context. Table 1 below summarises the CRBlarch reviewed.

Author/s Dimensions No. of | Main Focus Empirical
Steps Validation/Basis

Fiocca (1982) 1.Difficulty in managing, Strategic 2 1. Profitability Turnbull & Topcu

importance 2. Attractiveness Vs. | (1994)

2. Customer’s attractiveness, strength Position (GE type) Yorke & Droussiotis

of buyer-seller relationship (1994)

Eng (1999)

Cunningham & | 1. Technical interaction, sales volume 1. Intéoac
Homse (1982)
Campbell and Step 1: Life-cycle classification of 3 1. Relationship Campbell and
Cunningham customer relationships (power balance) Cunningham (1983)
(1983) Step 2: Customer/ Competitor analysis 2. Attractiveness Vs.| Eng (1999)

by market segment Position (BCG type)

Step 3: Portfolio analysis of key

customers
Dickson (1983) 1. Growth Rate 2 BCG Type

2. Manufacturer’s share of distributor

sales
Dubinsky & 1. Present profit contribution 1 1. Profitability
Ingram (1984) 2. Potential profit contribution
Shapiroet al 1. Net price 1 1. Profitability Turnbull and
(1987) 2. Cost to serve Zolkiewski (1997)

Eng (1999)
Krapfelet al 1. Relationship value 2 1. Relationship (type) Turnbull and
(1991) 2. Interest commonality 2. Relationship Zolkiewski (1997)
(management mode)

Table 1: Customer Portfolio/Relationship Portfolio Model®posed/Tested in the 1980s and 1990s
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The classification of any business into a spegtdfolio position depends on how the dimensioredusre
operationally defined and what methods or rulesuaes to differentiate between ‘high’ and ‘low’ egbries

of the dimension (Winekt al, 1983). Although the portfolio models described hape 1 were inherently
appealing as a means of analysis (Rajagopal anch€an2005), customer portfolio researchers (Tufnbu
and Topcu, 1994; Yorke and Droussiotis, 1994 anchBull and Zolkiewski, 1997) faced similar problems
with operational definitions of dimensions and high low categorisation, due to a lack of defirtiv
descriptions, little standardisation of componergsd and an absence of explicit assumptions. Axhdiliy,
Zolkiewski and Turnbull (2002) highlighted problemgh practical implementation of value-measurement
Relationship analysis can take place at three réiftelevels (Zolkiewski and Turnbull, 2002harket
segmentatiorforms thefirst strategic level andidentifying customer clustensithin the segments is the
second strategic leveFinally, themicro levelis where the costs and benefits inflividual customer
relationships are analyseshd this is the most problematic area. It is dl@m because of the limited ability
to understand all costs that go into serving custsmue to the various interactions that a selsrwith a
customer at all levels. Ability to quantify thesgearactions is limited by cost measurement somastn
and the technology levels existing in business rmisgdions. Customer or relationship profitability &
critical element of portfolio analysis (Zolkiewsnd Turnbull, 2002) but many researchers and masage
cannot collect sufficient data to measure it adelya

In summarythe customer portfolio models can be critiquedtif@r following weaknesses; limited customer
input (Gelderman, 2003) or the singular value pertpe (Fordet al 2003) not revealing their theoretical
assumptions (Rajagopal and Sanchez, 2005) andgsosgembiguities in how dimensions and constructs
have been defined (Gelderman, 2003), not providimgguidance on choosing strategic options (Olseh a
Ellram, 1997) because their usefulness is limited wvisualisation tool (Yorke and Droussiotis, 1p84d
lacking integration with other relationship managemor marketing concepts (Rajagopal and Sanchez,
2005). Whilst the empirical testing of theoreticalbdels is useful, it does not provide insight and
understanding of theactual methods used by organisations for managing theitfgho of customer
relationships (Terho, 2006). The discussionPtfase 3,which follows highlights the limited research
undertaken to understand the empirical reality RP® in practise and the conclusions reached.

Phase 3: Examining Practical Reality

Highlighting a lack of empirical research in reteiship portfolios, Leelet al's (2002a) paper investigates
the variables managers use to categorise theitiomships into ‘successful’ and ‘problematic’. They
hypothesise that managers consider two generalndiores when determining whether a relationship is
successful or problematic, tipeocessand theoutcome Leeket al (2002a) criticise the existing portfolio
models for not including process and outcome viéggbimultaneously. Leest al's (2002b) research was
one of the first few papers that tried to undermdtdoe practical reality of how managers deal wilktomer
relationships and the suitability of certain hypstised concepts within the practitioner environmeegéket

al (2002b) contend that practitioners have foundfiicdlt to select an appropriate portfolio modebi the
number that is available. According to Lestkal (2002b), these problems might explain why thirgy pent

of sampled UK companies do not have a formal syseermanaging their relationships. Leekal (2002b)
propose a model based on empirical research taaiexplow suppliers as well as buyers approach the
management of their relationships. They find thre¢hods that are generally usd#drmal and documented
systemy’ ‘personal judgement’and ‘meetings! These are often used concurrently to enable dmoot
gathering of information. However, suppliers hadreater preference for meetings and buyers preferre
formal, documented systems and personal judgerneeket al (2004) extend their 2002b study to compare
manufacturers and financial service suppliers’ bagers’ use of relationship management methods.dne
the key findings in the context of this researcls Waat respondents considered formal relationsbitiglio
analysis methods to be less useful than persodgéjuent and meetings. Sutton-Brady and Oliphdagp
come to similar conclusions after extending Letlal's (2004) survey based research instrument into the
Australian context. However, unlike the sample ieek et al's (2004) UK context, the buyers in the
Australian context tended to prefer more informgstems to manage their relationships whereas the
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suppliers preferred a more formal approach. Ry2084¢) found little evidence of real portfolio maeagent
at the key customer level since there was a telydenteat each key customer as an individual case

This less than enthusiastic response from pracét® prompted Lee&t al (2004) to urge researchers to re-
examine the portfolio models put forward so asm@riove their applicability and usefulness in indiast
settings. This opinion has been supported by reBees such as Olsen and Ellram (1997) who havectall
for an extensive empirical testing of the usefune$ the portfolio approach. According to Leek al
(2002b), even though academia has put forward mestportfolio models, there is very limited infortiaa
about the reality of implementing and using a sysfier managing relationships. As outlined abovés #lso
unclear whether practitioners use the same vasadeacademics or whether they use the same nwhber
variables (Leelet al 2002b). Further to this, there is very little kneddye about how practitioners combine
the information, how many stages or how analysssilte are used. According to Leekal (2002b, p. 8),
‘until this is done the practicality of the portfelconcept must remain suspect.’

Research Questions

In order to contribute to a broader perspectiveunflerstanding, three research questions have been
identified. The research questions have been useth rtonstrain the development of the study buttain

a ‘theoretically sensitive{Glaser, 1992) grounded theory based understaradihgw organisations in two
mature industrial market contexts manage theifglaytof customer relationships.

Research Question 1 (RQ1)

Turnbull and Zolkiewski (1997) test Shapieb al's (1987) theories relating to gross margin and ® th
behavioural types of a customer. They further buifd on this model and include a third dimension:
‘relationship value’. The logic is that managergaéo consider the cost to serve for each custamerits
change over time rather than simply treating safesmarketing time as overhead. Zolkiewski and Buiin
(2002) have recommended the use of multivariatdysisaincorporating market or customer orientated
dimensions, e.g. customer profitability, relatioipstalue and strategic importance of the relatigmsbhilst
analysing relationship portfolios. Johnson and &el{2004) have proposed an Exchange Relationship
Framework where the central concept is the excheglggonship mechanism and the value createdibere
direct function of both the customer’s and the $igpjs capabilities and strategies. Thus, there lheen a
gradual transition (in research terms) from usialgs volume to customer profitability to relatioipskialue

as leading indicators or dimensions to understaistbener relationship portfolios. Zolkiewski andriiioull
(2002) are of the opinion that relationship valwdédse immense importance in the context of desigring
appropriate customer portfolio strategy. Whilstciain be more subjective and difficult to quantify
(Zolkiewski and Turnbull, 2002) it does provide anm@ accurate picture and helps management to fiseori
customer relationships. Though relationship vatieansidered to be more useful than the previousty
constructs and sub-constructs, there has beenitteryempirical evidence of its use in reality mdustrial
marketers. Research on Relationship Value (in bofiplier and customer contexts) has pushed thes foc
value from being perceived (and researched) asi-@limensional construct into a higher order multi-
dimensional construct (Naudé, 2005) that consistanous sub-dimensionSomeof these sub-dimensions
are objective and can be easily quantified, esppeaath the advances in cost measurement methods a
systems. The discussion on relationship value siggbat researchers conceptualise it as a higider o
construct, which encompasses both benefit as vgeflagrifice dimensions. Thus, dimensions such &s ne
price, cost-to-serve, customer profitability antesasolume, revenue etc, are sub-dimensions obveeall
relationship value construct. Though relationshajpue is considered to be more useful than the pusiy
used constructs and sub-constructs, there hasveegrittle empirical evidence of how it is usedriality

by industrial marketers. With such a wide concaligation, it will be safe to assume that orgaiisest
would be using this multi-dimensional constructanform that is suitable for their purpose. Thuss th
research intends to explore how (and to what extiet contexts under study use the multi-dimensiona
relationship value construct to make its CRPM ofanal.
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This provides us with our first research questRQU):

‘How do the two case companies operationally imgletthe relationship value construct in the contafxt
their customer relationship portfolio managemenateigy?’

Due to the contextual nature of the relationshilueraonstruct (Ulaga, 2003; Ulaga and Eggert, 200i®)
inherent dimensions will have to be explored iragge detail to make them contextually relevant.

Research Question 2 (RQ2)

The Customer Relationship Portfolio literature igrses the existence of different categories oforners
and the possibility of adopting different customsupplier interaction strategies ranging from
close/collaborativeto arm’s length The sole objective here is to optimise techniiahncial and human
resource allocation. For example, Ranggtnal (1992) identify four buyer micro segments based on
behaviour: programmed buyersrelationship buyers transaction buyersand bargain hunters They
demonstrate how this approach could be used toeinfle the customer’'s movements to segments that are
mutually beneficial by altering marketing mix vaies such as price and service. However, this relsea
does not elaborate on how the organisation shoaldage the different micro-segments identified. The
largely matrix orientated customer relationshiptfotio research provides possible action plansdméts not
provide in depth understanding on exchange meamareslopted by suppliers. Thus, this gap in thedaoa
perspective on customer relationship portfolio ngemaent literature provides us with our second rebea
guestion (RQ2):

‘What exchange mechanisms are used by the caseaomspto manage their portfolio of customer
relationships and what actors are involved in thesehange mechanisms?’

Research Question 3 (RQ3)

Macneil (1983) identifiedlexibility as an important relational contract norm. Beiraxiflle towards your
customer is seen as essential for implementingesieof the relational contract norms and is the vorm
that differentiates relational exchange from a (digh transactional exchang&Vithin the interaction
approach, researchers have emphasedaptation or flexibility as an important part of the
relationship component in the interaction procéssd, 1997). Hakansson (1982) refers to it as a
critical marketing and purchasing issue. Brenna@®98] p. 61) defines dyadic adaptations as
“behavioural or organisational modifications at thedividual, group or corporate level, carried
out by one organisation, which (are designed t@poand to the specific circumstances of a single
buyer-seller relationship.”

To contribute towards a broader perspective onooust relationship portfolio management understapdin
this research investigates the levels of flexipilind adaptation that are offered by the suppliess
customers within the portfolio) in the two contextis there a systematic method or strategic framnkew
within which relationship specific adaptations ameade or is there a random manner in which
accommodation and flexibility is provided to thestamer? Thus, the third research question is (RQ3):

‘What levels of adaptation and flexibility are prded to customers within the portfolio?’
The Two Case Contexts
Qilco: The first case study is based in the commercigilsidn of the Oil Products business in the

downstream operations of oil major, ‘Oilco’. The@is of the research is on Oilco’s UK operations g
UK based customer relationships. The Oil Produatsness markets fuels and lubricants for domesiit a
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industrial use, and for a range of transport moftes) road to shipping and aviation. It also resiseipplies,
trades and ships crude oil and petroleum products.

Battco: The second case company, ‘Battco’ is India’sdatgautomotive and industrial battery manufacturer.
It is the market leader in the organised automadive industrial segments. Automotive applicatiorduide
both Light Commercial Vehicles (e.g. four wheel&gtwo wheelers etc.) as well as Heavy Commercial
vehicles (e.g. Trucks & Buses etc.). Battco’s patgdicome as original equipment (OE) for the majooit

car brands that roll out of factories in India (& of 10 cars- Battco claim). The focus of thisaarch is on
Battco’s automotive ‘primary’ customers (Originajligpment Manufacturers and Trade customers).

Method and Material

Methodologically, this research adopts a pragmapgroach (Rorty, 1999). This pragmatism is grodnde
the principle that appropriateness of method depemdthe nature of the problem (Rorty, 1999). Iswa
essential to understand the complex phenomenon &omulti-dimensional perspective and examine it
empirically and completely within its natural segfito provide a complex holistic picture to contragth
existing theory on customer portfolio management. iA-depth examination of the organisations was
conducted which necessitated the collection ofdevairray of information from multiple sources imer to
provide in-depth conceptualisation (Creswell, 1988) also required the development of a theory ithat
grounded in the field data (Creswell, 1998). Tharsin-depth qualitative case study approach wéisedi
combined with a Grounded Theory (GT) (Glaser amduSs, 1967) approach to Data Analysis. A mulfp-ste
data analysis technique was formulated to analyselata collected. The analysis technique was thasis

of the GT techniques used by Charmaz (1983), Ch&sd87), Strauss and Corbin (1990) and Eaves (2001
similar to that of Turner (1983), who characteri€H as an approach to qualitative data thatofhotes the
development of theoretical accounts which confolosedy to the situations being observed, so that th
theory is likely to be intelligible to and usablg those in the situations observed, and is opectotoment
and correction by them{p. 334). Given that the aim of the research waprovide empirical analysis of
practitioner behaviour and meanings this qualigatiyrounded theory approach to both the methochtaf d
collection and analysis (Patton, 1990) was deemest appropriate.

This research follows ‘replication logic’ and neampling logic’. Thus, the research does not makad
generalisations but rather context specific conchss(Stake, 1994) that could be expected to beceded,
under similar conditions within the two contextsdan study. The goal is to provide description,
understanding, interpretation and explanation oé tbustomer relationship portfolio management
phenomenon as opposed to simple generalisatioesafts (Creswell, 1998). The case selection wadegui
by Creswell’s, (1998) recommendation mirposeful samplingvhere the most important issue is to select
cases that show different perspectives on the @nobprocess or event. Pettigrew (1990) reinforbés t
suggesting that researchegpo ‘for polar types (Pettigrew, 1990, p. 275) when they are reseagta
relatively smaller number of cases.

The main questions related to interviews were, ‘whterview?’, ‘what types of interview would Ipeost
suitable?’ and ‘which questions to ask?’ It waseassary to determine who would be able to deal with
particular line of enquiry, and what type of inteww would be best suited for that individual (givéime
available and logistics involved). Categories ofteptial interviewees were identified and sufficient
representation from each category was necessaryatisefy a particular line of enquiry. Respondent
identification was also an iterative (snowballir@reswell, 1998) process where interviewees serged a
informants to suggest further persons to interviadditional sources of data. Potential respondemst®
also identified from the documents reviewed. Pgdicts were assured confidentiality through the aise
pseudonyms in data reporting. Identification of itindividual participant is not crucial, because tioacepts
generated by the participants and not the indivigasticipants themselves, were at the centre efstady
(Glaser, 1978). In all, 48 semi-structured intemgewere conducted. Thirty-four at Oilco including
respondents with role-titles; President, Vice-Rtest (2), CRM Head, CRM and MI Support, Training
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Manager, Finance Analyst, Ml Support (2), Financenilger, Sales Team Leader (2), Marketing Manager
(3), Assistant Marketing Manager, Business Analy&y Account Manager (7), Field Based Account
Manager (2), Office Based Account Manager, Lin&o§iness Manager, Sales Team Leader (3), Customer
Support Manager, Technical Services Manager, Badkfrocess Manager. Fourteen at Battco including
role titles of; Director-Automotive, Chief OperaginManager (2), Sub-Brand Business Head, Line of
Business Head, OE Business Head, Vice-Presidengf @perating Officer, International Marketing
Manager, International Business Manager, Directolustrial, Industrial Business Manager, Automotive
Business Manager and Service Manager.

Data AnalysisUsing GT

The GT approach has been used to analyse the algeted during the main fieldwork stage. It is beg

the scope of this paper to discuss the wide variatind the enormous differences that exist betw&En
researchers on how to approach research and anghese Stern, 1994 for a review). Charmaz (1983),
developed her own style of the GT method (withia ftamework of the original Glaser and Strauss67)9
methods), and is of the view that every researaloeitd tend to use his or her own variation. Chan(@&80,

p. 1170) advises researchers to explain clearlynmbthods they have adopted sintgrounded theorists
bring to their studies the general perspectiveghdir disciplines, their own philosophical, theacad,
substantive and methodological proclivities, thgarticular research interests, and their biographieThis
research follows a ‘synthesis’ technique for GTadabhalysis (Eaves, 2001), derived from the works of
Charmaz (1983), Chesler (1987), Strauss and CB®0) and Eaves (2001). The objective was totstey

to the goals and spirit of each coding procedufdlenmodifying procedural steps that were too meddta

or impractical (Eaves, 2001). The guiding concepiiaanework development in this research, mightgesg

a Straussian approach to GT (Strauss and Corb®Q)J$articularly in terms of the treatment of tretaral
sensitivity and the role of existing literature;wever, Strauss and Corbin’s (1990) “paradigmbdel has
been found to be as difficult as Glaser and Strél8687) or Glaser's (1978) approach (Eaves, 20Dapply

in new contexts. Taking a cue from GT researchect sis Eaves (2001), Strauss and Corbin (1990) and
Charmaz (1983) and their positive views and actiemanodifying GT methods to suit the needs of the
research, a multi-step data analysis techniqueébbas formulated to analyse the data collected.fdobes
used was similar to Eaves (2001), i.e. claritynsparency and logical flow were sought and the atkth a
recursive process rather than a linear approacheE2001). The GT researcher is in various stagése
process at any given point in time, depending erctincept, phenomenon or category under invesiigati

Before the application of the GT Analysis technigadirst level coding (Miles and Huberman, 1994sw
performed to label, separate, compile and orgatase (Charmaz, 1983Jliles and Huberman (1994) claim
that an initial ‘first level coding’ is essential brder to summarise sections of data, and to bureltrieve
and organise those segments that relate to patiqulestions or themes. The ‘first level codinghgmted
77 codes, by scanning the rich text format trabgctiinterview files and attaching codes (within Myji to
relevant sections of interview text, in line withetresearch objectives, research questions, thdingui
framework and the interview questions.

Following first level codingin vivo codes were generated by underlining the relevaxttand ‘registering’
the key words on the right hand margin of the ttaps (Eaves, 2001). Subsequently, all thevivo codes
(Step 1)were listed. Theseode phrases had to be redudéutermediate Step)whilst ensuring that these
reduced phrasesaptured the essence of what the informant sdiegler, 1987). Groupings of similar code
phrases were used to creatasters(Step 2) and these clusters were grouped together to deselb-
categories(more abstract in nature than codes). These selgmaes were found to be at two levels with
sub-category 1 at a higher level than Sub-cate@of$tep 3),leading to the creation of higher order
categoriespertaining to similar phenomend8tep 4) All categories together contributed to the craathf
core categorieStrauss and Corbin, 1990 and Eaves, 20(8tgp 5),which is the central theme or the

! This "paradigm modélis used to think systematically about data and to relatenthin very complex ways
(STRAUSS & CORBIN 1990, p.99)
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storyline of the data around which all the othdegaries can be organisé@he core category must be the
sun, standing in orderly systematic relationshipsts planets”(Strauss and Corbin 1990, p. 124). In any
particular study there may be several story limabthus several core categories that can be itsh{iEaves,
2001). The core categories led to the developmeastilo-core categorie€Step 6),which, for the purposes
of this research, are characteristics and propesfi@differentiatedcore category along a dimensional range
or continuum. Strauss and Corbin (1990) give themg{e of ‘colour’ whose properties include shade,
intensity etc., each of which could vary and beg@thalong a continuum (high to low, darker to leghgtc.).
The division of core categories into sub-core catieg then led to thgeneration of mini theorielStep 7),
which were therintegrated (Step 8)together within arexplanatory frameworKStep 9). Thus, in this
approach to Grounded Theory Analysis, a ‘mass’athavas first examined and ‘compressed’ to create
categories(around which the data revolve) and then ‘de-cosged to creatsub-core categorieswith
characteristics and properties displayed along rdiraaum. Both levels of coding were conducted using
manual techniques and CAQDAS software, adding rigmthe research (Richards and Richards, 1991).

Findings

This section compares the two case contexts (Qitwb Battco) and this discussion revolves around the
overall research objective as well as the reseguelstions highlighted in the beginning.

Research Question 1:How do the two case companies operationally imphentee relationship value
construct in the context of their customer relathip portfolio management strategy?

Oilco classifies all its varied customers into thr@verall customer groupingsore value seekersidded
value seekerandfuture value seekerdhis overall classification is based on the conyfmunderstanding

of the Expected Relationship Value of the custo(&#Vc). ERVc for the customer in the context ofsthi
study isthe value that the customer expects to derive dutie lifetime of the relationship with a particula
supplier.This is the value that the customer seeks fronmstipplier and includes both the benefit as well as
sacrifice dimensionsThis overall classification is based on the compmmoypderstanding of the ERVc for
different customers who can then be placed onrsactional-relational continuum, based on 9 ERMe su
core category characteristics as highlighted irufegl below. This is done in order to understarel th
infrastructure and resource capabilities that wdogdrequired by the organisation and to design them
appropriately. Thus, the approach adopted by Giltables the organisation to not only enhance custom
understanding but to better design scalable resouapacities. Oilco found that the absence of such
processes previously was creating a problem daelack of control over the customer facing staffésire

to serve their ‘accounts’ the way the individuasttumer requested.

However, the actual value delivered to the custaerbgrOilco (in the form of exchange mechanism aelbpt
and adaptations made) is moderated by a thoroudérstanding of the Expected Relationship Valuéhéo t
supplier (ERVs) from each of these customers. ER\d&finedas the estimated value to be derived over the
life of the relationship with a customerhese ERVs categories have been highlighted ineTalbelow.
However, the most important parameter to judgeviddal customer account performance at Oilco is
individual customer profitability Some functions within Oilco only look at the dkig individual
profitability of the customer when taking decisiofifiese functions mentioned have been getting g#mon
within the organisational set up after the orgaiosal restructuring. This has been a bone of cuite
between Sales personnel and other individuals mitieé company due to the added pressure this sreate
the sales force.

“They won't talk about strategic fit, sectorisatiopotential, relationships; they would just clearly
talk about current profit. | don't blame them fdnat because in some ways that is the only
knowledge we want them to have, because they migke¢ other choices for us that might be the
bad choices, with the best intentions of cour€@C 10).
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The above does not necessarily mean that Oilco miael®ok at volume as a direct value parametegheti
product volumes sold help reduce the company’'sifoa@sts.

Core Value Added Value Future
Seekers Seekers Orientated
Value Seekers

< »
< »

More Transactional More Relational

1. | Proportion of customers who view | High Medium Low
product as commodity

2. | Price Sensitivity High Medium Low

3. | Willingnessto adapt Low Medium High

4. | Service Levels Required Low Medium High

5. | Interaction Levels Sought Low Medium High

6. | Supplier Expertise Sought Low Medium High

7. | Focuson Indirect Costs Variable

8. | Overall Flexibility Desired Variable

9. | Relationship Intention (wrt to | Low Medium High
case company)

Figure 1: Oilco ERVc Sub-Core Category Characterigts along Continuum

Battco, on the other hand, segments the marketdbaseperational considerations rather than margeti
requirements. The company takes a sector spedéie of the market based around region, product and
industrial sector characteristics. According to lbdnd Simkin (1994), most organisations undertaksh s
segmentation exercises. In fact, before the rapahge in the overall context from stable maturiy t
extreme maturity/decline and before standardisimg) @aligning procedures globally, Oilco used to dull
such an operationally orientated segmentation phree Battco analyses all its customer accounthisit
general segment level and tsarketing policy’of increasing or retaining volume based marketeshathin
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the different automotive segments it serves pusiresompany towards usinglumeas the mairDirect
Contributioncategory to identifikeycustomer accounts.

Core Sub Core Category Categories Item definition

Category

ERVs Direct Value Includes activities and resources of the suppiier &nd custome
Contribution firm that may create value to the supplier withbeing dependent

upon other (connected) relationships (Walter e2@D1). This
Sub- Core Category has an immediate effect on thagudirms.

Profit Refers to the positive cash flow generated for thppber due to
the association with a customer firm (Walter e2@01). In this
research the usage of this term refers to the ithaa customer
level profitability. Characterised by revenues frevery
individual customer minus the direct product castd the cost to

serve that customer.

Volume Refers to the ability of the supplier to sell su#fitt quantities of
the product to a particular customer in order tovalthe supplier

to operate on a profit making basis

Indirect Value Includes activities and resources of buyer and lgipfirms that
Contribution may create value in the longer term due to it b@ognected o
dependent upon other relationships in the netwbVvklier et al
2001)

Market Refers to supplier's ability to gain access to neavkats and new
customers through the relationship with an existmgstomer
(Walter et al 2001)

Innovation Supplier’s ability to gain technological know hoereative ideas
and products through the association with a cust¢Walter et al
2001)

Access Supplier's ability to reach third parties through castomer

association to ensure value in the long term

Customer Refers to how well a particular customer aligns Wit supplier's
Strategic Fit overall business strategy (for e.g. the customehtribe currently|
profitable but the supplier does not intend to fo¢hie business i

the longer term)

Competitor Supplier's ability to diminish the competitor's &tyi to gain a

Denial certain customer’s business or enter a certain ehark

Table 2: Oilco ERVc Categories and Sub-Core Categims

Fourvolumesub-categories (see Table 3 below) are used éattifging key OE customers at Battcoufrent
volume contributionpotential volume contributigraftermarket retention capabilitgndvolume significande
and just one - i.ecurrent volume contributionis used to chooskeytrade customers. After identifying its
key accounts based on the parameters discusseeé,abdwidual ERVc needs are incorporated and the
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customers are served accordingly. This is refleatethe exchange mechanism and adaptations made for
such customers.

ERVs category Sub categories Item Definition
Volume Present Volume Contributiol Current product volumes provided by a customer
Potential Volume Future product volumes expected from a particular
Contribution customer
Aftermarket Volume| Battco’s ability to retain the end customer when E
Retention Capability (factory) fitted battery comes up for replacementthe
future
Volume Significance Importance levels attached to aftermarket volumes
generated by a particular customer

Table 3: Volume Sub Categories used by Battco

Research Question 2:What exchange mechanisms are used by the two sejemis to manage their
portfolio of customer relationships and what actars involved in these exchange mechanisms?

The Exchange Relationship Mechanism adopted byoQ#cbased on a three-pronged strateGpst
ExcellenceValue Added Selling RelationshigndSustainable Collaborative Relationship$his strategy
has come about after the segregation of its eatistomer portfolio into three overall classificasobased
on ERVc and balancing this understanding with imitéd scalability of the company’s infrastructure.

“..first is about cost excellence... (second is dpdweing value-led... the third leg is indeed
relationship marketing for those Key Accounts(OC 19).

The above has been operationally implemented udirtistinct exchange mechanisms. There are four
distinct portfolio interaction interfacesnanaged by four different lead managerial leveth ¥he Customer
Service Centre being the most transactional, falbly office based account managers, field baseuliat
managers and the Key Account Manager (KAM) being itiost relational. Oilco has made technology
(communication) orientated asset investments inakefive years to enable it to transfer manytstcore
value-seekingustomers onto this model where the human or patdnteraction levels are minimal. Thus,
the cost-to-serve such customers have reduced ticaihyaafter the adoption of such non-human orged
assets. Findings suggest that Oilco’s customer d@sssts of customers that span the entire ralafizalue
spectrum (Mdller and Térronen 2003), and this nexuithe organisation to have basic production and
delivery capability (Moller and Torronen, 2003) ashieve cost excellence and to serve its core value
seeking customers who are usually price sensifivrus, it is difficult for Oilco to expect higher ipe
margins from such customers. It is also importamt ®@ilco to have relational capability (Méller and
Torronen, 2003) in varying degrees for its addellevaas well as future value-seeking customers. This
capability is achieved through the Office Based ot Managers (OBAM), Field Based Account
Managers (FBAM) and KAM as the portfolio interactimterfaces for such customers. Innovation cajgbil
(Méller and Torronen, 2003) is required for thostufe value-seeking customers whose ‘supplier ¢igger
(ERVCc category) requirements go beyond routineegulatory improvements. Qilco has abandonedsile
basedClass of Marketpproach it had earlier for customer segmentatiuh has created four standardised
structures that are common to all customers (whdlitiemen, industry, transport, automotive etc.).

Battco, in comparison, has a multiple layered tradal sales and marketing structure. The compasyah
region based hierarchical sales structure forutsraotive battery target segments. Every tradéoousr,
regardless of size and importance, has a fieldssaféicer (FSO) designated to him. Thus, thead
Managerial Leveht all times is the FSO and he remains the keytmdicontact for the largest as well as the
smallest customer. Of course, the interaction fevetrease as the importance levels of the customer
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increase. This is reflected in the Breadth of ccnbetween Battco and the particular customer. Hewe
this is not a regimented or formal process. Sityilar the Original Equipment (OE) customer conteake
Lead Managerial Levelemains the same for key as well as other OE mesta The OE regional business
manager looks after the day-to-day activities eglab OE customers, and is the key point of coritacany
issues that the customer may have. Importanceslateched to the customer are reflected in thatgre
Breadth of Contadbetween Battco and the key OE customer.

Findings suggest that, unlike the first case cdntattco has built an inherent relational capapilMoller

and Tdérronen 2003) for a higher proportion of costcs when compared to Oilco. On the surface, tisere
very little to distinguish between the exchange ma@isms adopted for key and other customers. Battco
would ideally like to retain all of its customeredause of the focus on enhancing sales volumes, Tiel
organisation wants to open up every avenue to betabkeep pushing product volumes. For this reason
Battco finds it difficult or does not prefer to igs customer accounts.

Research Question 3:What levels of adaptation and flexibility are pided to customers within the
portfolio?

There are similarities in the two companies’ appho&é how accommodating they are to a customer’'s
specific needs or if the customer wants specifiapgations. Oilco’s introduction of sales guidebooks
provides certain standamenu optionsand these menu options increase as the portféoaction interface
changes from a totally remote Customer Service r€ef@SC) to a more face-to-face based interaction
provided by the Field Based Account Manager (FBAMS)

“We now have what we call the customer offer bobickvwill tell the sales people what you can
offer to the custome(OC 33).

Other one-to-one arrangements are discouragedafengsually declined) and special business casestba
be raised before such an accommodation can be toa@eds the customer. The KAMs have a little more
freedom due to the nature of and importance leatkched to their accounts. Even in such casey, onl
plannedandformal adaptations (Brennan and Turnbull, 1999) are akkbee a case-by-case basis. Thus,
Oilco has created ‘deterrents’ as mentioned irstaeement below.

“A good Account Manager will, see a business casdras, God! | need to do this, I've got to write
a business case, ok, how do | do it, | mean whiorded to help me? whereas somebody who's
perhaps just flying a kite to see if they can,dmgome extra resource, won't go through that
process, so a deterrent yes, but a healthy (D€’19).

Battco has a similar regimented approach to adaptaand flexibility for trade customers. The
implementation of Enterprise Resource Planningv@oft SAP streamlined sales procedures and theugario
options that can be provided to the various tragtarners. The customer facing personnel have stnda
sales guidebooks that highlight the proceduresstadopted when dealing with trade customiEiswvever,
the approach is remarkably different as far asQBEecustomers are concerned. There is evidencetbf bo
plannedandformal adaptations as well amplannedandinformal adaptations (Brennan and Turnbull, 1999).
This is attributable to the nature of the auton®thattery business in India and the supplier's Zeakance

on OE customers. Many of Battco’s processes algrss around their ERVc needs.

Summarising the CRPM Approaches for Oilco and Batto

Table 4 below summarises the two CRPM approacht#gedivo case study organisations.

Company Oilco Battco
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1. Overall Industry Context Extreme Maturity/Decline Growth/Maturity Cusp
2. Type of Competition Hyper-competitive, signs of Fragmented but increasing
consolidation
3. Marketing Objective Improving Profitability Increasing/Retaining Volume Based
Market Share
4. Key Direct Contribution Individual Customer Profitability Volume (based 43ub categories)
Parameter
5. Profitability Measurement | Activity based costing procedures to | Product & Segment level profitability
Sophistication calculate individual cost to serve
6. Segmentation Procedure | 3 Overall classifications based on Sectorisation/Segmentation based on
ERVc Operational Considerations
7. Relationship Portfolio Dynamic Relationship Portfolio (Hidden) Key Account Management
Management Approach Management
8. Role Played by Expected
Relationship Value
(Process Adopted)
Relationship Relationship
Exchange & Exchange &
Adaptation Adaptation
Mechanism Mechanism
9. Exchange Relationship 4 'Silo’ based structures, ranging frorm] Multi layered less formal structure
Mechanism transactional to relational
10. | Adaptation & Flexibility Predominantly structured and based grStructured for Trade customers, need
towards customers predetermined framework based for OE customers

Table 4: Comparing Oilco and Battco’s RelationshigPortfolio Approaches

Oilco’s CRPM approacis akin to managing portfolios of various custorygres and has four separate well
defined exchange mechanism structures to managedg of customers classified according to ERVereh
are three increasing ERVc based customer cladsiiitsa- Core Value Seekers, Added Value Seekers and
Future Value Seekerslhe exchange mechanisms adopted by Oilco range fransactional (remote
contact) on one hand to relational (Key Account Btggment) on the other. The portfolio interaction
interface between QOilco and its classified cust@merdetermined after factoring in both ERVc andvBR
There is evidence of lateral movement of custoraersss the four different lead managerial level©bgo.
This is dictated by not only ERVs to Oilco but alsiher factors such as individual customer intéoact
preference, complexity of the customer’s busineswell as thaelative dependenceetween Oilco and its
various customers. There is also evidence thatoQitops customers or transfers them to other (argap
portfolio interaction interfaces on certain strgaidelines that are primarily dictated by the compst
inability to improve individual level customer pitafbility. Oilco’s relationship portfolio managenten
strategies also meet the criteria laid down by Ry&006) for true customer relationship portfolio
management (allowing exit as well as the entry @f kustomers if they no longer meet the criteria fo
portfolio membership), since there is dynamic como migration along the four different portfolio
interaction interfaces. This is dependent on batkctias well as indirect contribution to ERVsthese set
criteria are not met, Oilco does not hesitate iop@ding customers completely as is indicated byrugy
responses from Oilco employees indicating the tgbesistomers that are served in the portfolio:
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“Are they profitable?-Yes they are? Great you're.i€an we make you profitable? Can we pull a
lever that makes you profitable? Yeah?- You'resinvell.”(Direct quote fromAV 1).

However, as outlined above profitability is not thely criteria used to ascertain whether a paicul
customer should be retained within the portfolidinal group of customers are retained, by checking

“Are you strategic to us? Are you where we wanto& original equipment manufacturers, big
construction companies, big automotive manufactiréDirect quote fromAV 1).

Oilco has aDynamic Relationship Portfolio Managemeagproach, acknowledging that this dynamism can
lead to a‘leaky bucket'of customers (Johnson and Selnes, 2004; p. 15) austomers leaving and new
customers having to be attracted to the companweder, this approach with its inherent costs isdodor
achieving optimum ‘value’ from its portfolio of ciesners, than maintaining non-profitable relatiopshi

Battco provides little evidence d@fue portfolio managemern(Ryals, 2006) at the key customer account level.
It treats each key customer account as an indiVicese and manages the relationship accordinghy, ai
much more flexible approach. This phenomenon iststdndable considering the size and importance of
these customers. Even though Battco is able to ¢al@ilated risks and invests in customers, aralsis
willing to incur losses if it sees longer-term valn doing that, the true portfolio approach is metessarily
prevalent.

‘We don’t make any institutionalised assessmer@satise then it becomes a very cold thing. It is

like saying how do you assess that your marriagaiixeeding. You can't take a register and start

writing down. You just have to treat any relatioipsim its totality’ (BC 1).

Only under extreme circumstances does Battco degidgit existing Original Equipment business. Ewen
the trade segment, customers are resigned orheitircumstances are extreme (for example, vigiabio

the exclusivity clause). Findings suggest thatehisr a certain informal approach to its ‘key’ acabu
management strategy. Wengégral (2006, p.109) refer to this &dden Key Account Management

Discussion

None of the case contexts under study use a nwaigxtated approach to analyse its current base of
customers or to implement strategies thereaftetriMapproaches have been proposed by authorsasich
Fiocca (1982), Dubinsky and Ingram (1984) and Kehptal (1991) as a valuable concept for visualisation
of and managing customer portfolios. This resedmds find credence for doubts raised by researcuets

as Sutton-Brady and Oliphant (2005), Lestkal (2004) and Olsen & Ellram (1997) on the use ofrixat
orientated customer relationship portfolio modeyspbbactitioners. Research in the two contexts iaigis
that the organisations have their own ‘customisealys of classifying and managing customers, thabgh
process is less formal in the second context (Battc

However, both Oilco and Battco are using some efwéariables used or proposed by customer portfolio
researchers in their various matrix-orientated epgines to varying degrees. Thus, with referencthdo
existing customer relationship portfolio literatu@ilco’s customer portfolio management process loan
envisaged as a complex combination of a numbeaébles. Many of these have already been propomged
various researchers such as Fiocca (198%]fieulty in managingandstrategic importanceCunningham
and Homse (1982)sales volumeCampbell and Cunningham (1983)ower balanceDubinsky and Ingram
(1982) -presentandpotential profit contribution Shapiroet al (1987) —net priceandcost-to-serveKrapfel

et al(1991) —relationship valueandinterest commonalityRangaret al (1992) —price andcost-to-servend
Turnbull and Zolkiewski (1997) €ost-to-servenet priceandrelationship value However, most of these
variables proposed can be encompassed intdréd@tionship valueonstruct that has been proposed by
Krapfel et al (1991) and Turnbull and Zolkiewski (1997) as an amt@nt dimension for managing customer
portfolios. More specifically, in this study, ‘Exgied Relationship Value' has been treated as ahigider
construct that encapsulates most of the dimensimt$rave been suggested by researchers previously.
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The same holds true for Battco, which managesaitggtio of customer relationships, based predomilya
on a thorough understanding of tWelumesub-categoriesvVolumeitself is one of thalirect contribution
categories of ERVs. Thus, in this second contéet,measurement’ of ERVs takes precedence over ERVc
The exchange mechanisms adopted in the two conteftect both transactional and relational
characteristics, though it is more prevalent irc@8 case. Transaction orientated exchange mecharase
employed by organisations not only as a customguisition exercise or for shorter-term transactiona
customers, but also for longer-term customers wane tbeen interacting with the supplier organisatitmn

a considerable period of time. Thus, researchigglisupport Johnson and Selnes’ (2004, p. 14) ctone
that “marketers take a more comprehensive view of offenand defensive marketing strategies than
currently exists.” According to Johnson and Selnes (2004), offenemaeketing’s purpose is not only to
acquire customers but also to provide a basisuUstoener portfolio development.

Conclusion

This research represents an attempt to provideoadbbased theoretical perspective on CRPM through
investigating the actual processes used by setinggnisations in two different contexts to mandggirt
portfolio of customer relationships. Thus, it is atbtempt to move customer relationship portfoliedty
from its existing matrix-orientated approach, esiaiy derived from concepts within other related
management disciplines rather than from the examimaf reality, to a broader perspective that tcas’
other relationship management concepts which maysked by selling organisations in tandem with,cor t
operationally implement its CRPM strategy. The needfollow a flexible but structured process of
‘discovering regularity’and also dwhat is going on heretlescriptive approach led to the adoption of a
grounded theory approach in conjunction with theecatudy method, a method not tested previously in
customer relationship portfolio research.

This research compares CRPM approaches in the dWrala. This by itself is significant since veritlé
business relationship management research hascbedacted in the Indian context. This is surprishmgl,

a major gap in the literature considering the gngmmpact that countries such as India and Chiea ar
having on global business practices. There aredi&grences in the approaches adopted in the twtests

as highlighted in Table 4 above.

This research shows that CRPM is a context depémfemomenon. Leaving aside the impact of cultural
differences, which this study has not addressestethre vast differences between the two orgaoissati
which impact their customer relationship portfoti@nagement strategy. Oilco finds itself in an exely
mature/declining UK market context and its focus bhifted towards ‘sweating’ or getting the most olu
the existing assets it has deployed within its afp@ns in the UK. As such its CRPM is very focusedthe
accurate calculation of individual customer prdfildy and the management of relationship profiliyi It

is an example of a company that does not want teeraay further major resource investments in the UK
market. Oilco’s capital deployment is shifting tods emerging growth markets, such as India andaChin
Battco, on the other hand, is operating in a mathatis still showing signs of growth. This growighbeing
largely fuelled by the overall economic progrestmtpenade in the Indian context. Thus, the company i
willing to invest in enhancing its resource base @s infrastructure capacity. This is reflectedtive
adaptations and investments it makes for specifstorner relationships. It treats relationshipsdtiaially,
concentrating on their likely overall long-term walto the organisation and therefore does not inmes
clinically studying individual relationships in @t nor does it expect its staff to focus on mangg
customers in a portfolio of different classificaito

Recommendations for Business
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‘Real’ portfolio management implies the ‘exit’ aglvas ‘entry’ of customers if they no longer mées
criteria for portfolio membership (Ryals, 2006). uBh the selling organisation that adopts a podfoli
approach has to keep this in mind and has to hestaie fixed measures and parameters for judgieg th
performance of its customer accounts. For exampleo measures customer account performance on
certain ‘strict’ measures that are based aragetarn on capital employe(ROCE). Thus, a below par ROCE
triggers changes in the exchange and adaptatiomanexn adopted by the organisation. However, if the
customer contributes towards timelirect component of ERVs, then there is more deliberatrbite making
‘exit’ decisions. Such a regimented approach (orkimg within a framework) might require retrainifoy

key account managers and other sales personnelwelitd have to function differently once such a
portfolio approach is implemented (requiring toughegotiations with customers) and this would fie

the interactions between them and their customers.

However, it must be added that at times a (true)f@m approach might be counter- productive siiice
tends not only to take flexibility away from keycacint managers and other sales personnel but etlee
customer’s flexibility as well since he too hasatork within certain parameters. Thus, it is advieabat a
supplier first understands his own base of custenmerterms of relative dependence, whether they are
commodity/added value seekers, their competitiveonp, markets, etc. Alternatively, the organisatio
would do well to build certain levels of flexibit(for itself and for its customers) in their owropesses to

be prepared for any sudden changes in market dgsami

Limitations of Research

This research cannot be classified as a buyergbiilic study since it focuses on the suppliegsspective.
The researchers acknowledge that dyadic data woaNeé presented a richer picture. However, the main
objective of this research was to understand h@nstlpplier understands the customer’s perspediives,

the customer side is not neglected altogether maiysis of it is based on how the supplier compnelsehe
situation and takes measures accordingly. A custaatationship portfolio approach would be basedaon
supplier's understanding of its customers and s#lfit(in terms of resource capabilities, etc). Thuss
contended that the aims and objectives of thisysand not compromised because of this limitation.
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