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The old adage “the customer is king”
has finally hit home in chemicals and

plastics markets, but who is the cus-
tomer? The traditional view that the cus-
tomer is only the company that pays for

what we sell and to
whom we ship prod-
uct is neither accurate
nor appropriate in
today’s chemicals and
plastics markets. To be
successful, in today’s

chemicals and plastics industry, a manu-
facturer must look further down the
order-to-payment process to identify
many of its customers.

A useful working definition of the cus-
tomer is any member of the value chain
who either directly or indirectly purchas-
es or influences the purchase of a compa-
ny’s products and services. It is true that
this definition sounds very broad and all
encompassing. However, disagreeing
with this definition reflects the very root
cause of the industry’s inability to capture
the true value of its offerings. Identifying
the real customer—the driver of the
demand for products and services—is the
first key step in capturing value. It is also

the first step in effective customer rela-
tionship management.

MARKET MAPPING AND THE VALUE CHAIN

The process of market mapping is a
mechanism that can be used to identify a
given company’s customers. Amarket map
is a picture of the market for a set of prod-
ucts and services that meet the needs of a
group or groups of customers. A market
map can be drawn at different levels of
detail and from different perspectives,
depending upon what we are seeking to
discover. Whatever the perspective or level
of detail, the market map shows all the
manufacturers and all the consumers and
all the channels between those manufactur-
ers and consumers as outlined in Figure 1. 

To illustrate how a market map works
in practice, consider an example for
polyurethane foam products as outlined
in Figure 2.

Even from this simplified market map
and using the original definition, a com-
pany’s customers are more numerous and
more diverse than previously thought.
Although in some cases, such as archi-
tects or building regulators, the customer
may never purchase that company’s

products, they nevertheless may exert a
powerful influence over whether a com-
pany’s products will be purchased or not.

The key point is that all of these cus-
tomers at different levels in the value chain
impact the demand for products and ser-
vices to a greater or lesser extent. To cap-
ture the true value for our offerings, we
must understand the value of those offer-
ings in fulfilling the needs of the customer.

Understanding the value chain is also
important in quantifying the value of a
company’s product and service offerings
to the customer, and in understanding
which of these customers have the most
impact and influence on the demand for
products and services as outlined in Figure
3. The key point for many chemicals and
plastics producers is to identify the “end
user,” or the last customer in the value
chain that recognizes or derives value
from a company’s products and services.

Returning to the market map of the
polyurethane foam products and consid-
ering the different value chains, who is
the end user of the polyols and iso-
cyanates? Which customers would dis-
cern a difference in the products and ser-
vices of the manufacturers? Who would

Properly identifying the
customer is an important
part of value creation.
Through the process of
market mapping, a system
of identifying all manufac-
turers, consumers, and all
the channels between them,
it is possible to identify

players who have the
most power influence over
whether a product will be
purchased or not. Once
these influences are iden-
tified, it is crucial to man-
age relationships with all
targets, from the end user
to the direct customer.

EXAMINING THE ROLE OF CRM IN
THE CHEMICALS AND PLASTICS INDUSTRIES
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be the end user of the block foams? Who
would be the end user of the seats?

The next question is, do they discern
the difference in your offering or can they
differentiate it from competing offerings?
If the answer to this question is no, then
the customer relationship is not being
managed effectively. 

A classic case study from the polyure-
thane industry is the foam insulation in a
refrigerator. Who is the end user of the
polyurethane foam insulation in a refrigera-
tor? Answer: The consumer of the refriger-
ator—homeowner, retailer or restauranteur.
Do they even know that there is
polyurethane foam in the walls of their
refrigerator? Do they realize that if another,
less efficient insulant were used, they
would either need a larger refrigerator or
they would have less storage space? Who
obtains the value for the polyurethane foam
used for refrigeration and for maximizing
refrigeration space? It is the refrigerator
manufacturer, not the insulation producer
nor the polyurethane manufacturer.

The market map identifies all potential
customers. The value chain identifies the
end user, the very important final cus-
tomer in the value chain, who recognizes
or derives a value from the offering. The
key is to manage the relationship with all
target customers at every level in the
value chain from the end user back to the
direct customer. In some value chains,
there is also a value chain captain—the
most knowledgeable, controlling and
influencing member of the value chain. In
most cases, a relationship should be man-
aged with the value chain captain as well. 

MARKET SEGMENTATION

Through market segmentation at any
level in the value chain, we can identify spe-
cific groups of customers that share similar
needs or behavior.  By analyzing the market
segments and the ability to fulfill  those
needs relative to a competitors’ ability to do
so, a company can identify market segments
that it wishes to target with its offering.

The MarketAbility Matrix is one tool
which can help with the identification of tar-

get customer segments as outlined in Figure
4. To capture the maximum value from mar-
keting and sales efforts, a company must
focus attention on these target segments in
order to deploy resources effectively and
derive a greater return on investment. 

CUSTOMER CLASSIFICATION

Most chemicals and plastics producers
have undertaken some form of customer
classification in the last few years.
However, this activity was probably not

Market Map for Polyurethane Foam Products
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driven by a desire to understand and bet-
ter serve customers, but rather by internal
corporate pressure to reduce costs and
headcount. It should be clear that cus-
tomer classification also provides a basis
for differentiating offerings and for tailor-
ing products to meet customer needs
more specifically and accurately. 

Many large chemicals and plastics pro-
ducers use size as the basis for customer
classification, partly because high volumes
of sales are the drivers of their business
profits and because handling smaller
accounts is an anathema. However, perhaps
a slightly more enlightened perspective
might be to consider the strategic impor-
tance of the customer and the orientation of
the customer towards its suppliers.

Once accounts have been classified by
whatever criteria, a business model can
be developed to fulfill the needs of each
customer group. The business model
should be different for each group of cus-
tomers, reflecting the needs of the cus-
tomer and their importance. Figure 5
presents a simple example.

ACCOUNT MANAGEMENT AND

CUSTOMER RELATIONSHIP MANAGEMENT

Account management is the classic
model for managing customer relation-
ships and tends to conjure a certain image
of an experienced senior sales person with
the responsibility to manage all the inter-
faces with a specific account. I should like
to challenge this very traditional view and
propose that all accounts need to be man-
aged, and that the person responsible for
account management need not always be a
senior field sales manager.

Why should all customer relationships
be managed? It costs anything from 5 to
20 times more to establish a new cus-
tomer than to maintain and service a posi-
tion with an existing customer. These
numbers are not overstated, considering
all the factors involved in establishing a
new customer—from finding them
through vetting them (i.e., credit checks)
to gaining product approvals to develop-
ing the relationship.

Why does it not have to be a senior field
sales manager? The customer relationship
management model should be designed
to best serve the needs of the customer
and to reflect the strategic importance of
the customer to a company. Thus, even
where no field contact is provided, the

customer relationship can still be man-
aged by an office-based customer service
representative. With today’s technology, a
customer relationship can also be man-
aged through an electronic medium.

What, then, is the role of the customer
relationship manager? The customer rela-
tionship manager role should:
•Manage call interfaces with the customer
•Understand customer needs and buy-
ing behavior
•Review needs and behavior regularly
and be alert for changes
•Design and implement a value proposi-
tion to delight the customer. (This does
not mean giving away valuable elements
of an offering for nothing).
•Price to capture the value of offerings
•Maintain a positive differentiation from
competitive offerings

The customer interface begins with
awareness building through to inquiry,

advice, ordering, delivery, storage, use,
disposal, invoicing and payment. The cus-
tomer relationship manager must plan and
manage all of these interfaces. The compa-
ny offering is represented by the value
proposition, which is designed to fulfill the
needs of customers in a specific target seg-
ment.  The customer relationship manager
should design, implement and update the
customer value propositions on a dynamic
basis to ensure that a differentiated offer-
ing is maintained that is valued by the cus-
tomer as outlined in Figure 6.

Many studies have been conducted on the
lifetime profitability of customers. Generally
speaking, this research has shown that the
profitability of a customer correlates highly
with the length of customer retention. Unfor-
tunately, accounting systems designed pri-
marily to serve the needs of the financial
community, do not track and measure such
information, and the marketing and sales
community are left in the dark. Writing in
the Harvard Business Review as long ago as
1990, Frederick F. Reichheld and W. Earl
Sasser, Jr. underpinned this point with an
analysis of the basis for long-term customer
profitability as outlined in Figure 7.

All of this reinforces the importance of
excellent customer relationship manage-
ment, the need to understand customers
intimately and the value of tracking and
measuring customer retention and cus-
tomer defections.

For any customer relationship manager
in terms of understanding customer
needs and behavior, there are four key
questions around which to build a cus-
tomer relationship dialogue:
•First, how is it done today? This is an

MarketAbility Matrix: 
Target Segments

Segment 1
Segment 2

Segment 3
Segment 4

0 2.5 5
Low Competitive Position High

High 5

Low 0

2.5

Se
gm

en
t A

tt
ra

ct
iv

en
es

s

Source: MarketAbility

Fig. 4

Customer Classification and Differentiated Business Models
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obvious starting point that is often
missed. There is no substitute for visiting
the customer and seeing their world for
yourself through the customer’s eyes.
•Second, what does it cost? The key ques-
tion is what proportion of the customer’s
total costs do we represent?
•Third, what’s wrong with how it’s done
today? In other words, what keeps the
customer awake at night? What is on the
customer’s mind? What prevents the cus-
tomer from doing better business? What
unmet and poorly met needs does the
customer have?
•Last, what is the value of improvement?
Try to find some basis for quantifying the
value of improvement either through cost
saving, time saving or improved efficiency. 

There are many different customer rela-
tionship models being used in the chemi-
cals industry today, ranging from the e-
commerce channel through distributors to
corporate account managers. In truth, there
is no one single model which is more suc-
cessful than others. Each model has its mer-
its and its advantages and disadvantages.

It can be said, however, that a successful
customer relationship manager should:
•Have a clear understanding of the spe-

cific and different customer needs from
one segment to another
•Have chosen target customer segments,
based on the attractiveness of the segment
and the relative competitive strength in
those segments
•Have a customized value proposition
for each target customer segment
•Have an intimate understanding of the
customer 
•Track performance against key purchas-
ing decision criteria
•Track change in customer needs and
adjust the tailored offering to anticipate
those changes

The key is to deploy the right model for
each target customer segment, based on a
clear and differentiated value proposition
that differentiates the offering from com-
petitors’ offerings and “delights” the cus-
tomer by fulfilling their needs better than
any other offering. 

It is also crucial to have clearly different
models for different target segments, so
as not to deploy resources unnecessarily
and so customers can appreciate the ben-
efits they are receiving and appreciate the
real value of the offering.  ✧
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He and his associate, Mike Crosswell, director
of Customer Management Solutions Limited,
are researching the current practice of cus-
tomer relationship management in the chemi-
cal industry. The results of this research will
be published in a comprehensive report by
Informa in October 2000.

For further information about the upcoming
report, contact Noémie de Andia, Informa
Publishing Group Limited, London. 
Tel: +44-20-7553-1421; 
e-mail: noemie.deandia@informa.com

The Value Proposition: 
A Differentiated Offering 

To Customers

Value Proposition

Target Segment
• Who is the customer?

Value
• What can we offer that they value?

Superior
• What can we offer that is better than 

the competition?

Profit
• How will we make money?

Banner Headline
• The elevator (lift) test 

(succinct summary of your offering)
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Why Customers Are More Profitable Over Time
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