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Customer Teams—A Solution in Search of a Problem

Challenges of a
Changing Retail

Industry

Customer Teams Failed to Deliver

the Expected Result

At this point, everyone is
familiar with the sales challenges
facing consumer products
companies. Major retail accounts
are consolidating and continue to
exercise their increasing
buying power. All accounts seem
to be more demanding, and are
actively working with everything
from shopper cards to high-quali-
ty captive label products to shift
the consumer’s loyalty from manu-
facturer brands to theirs. At the
same time, traditional grocery
sales are being fragmented. As
more of the food dollar is spent
away from home, channels like
food service and convenience
stores are gaining at the expense of
traditional grocery retailers.
Worse yet, this trend is far from
over. In fact, there appears to be
no end in sight. Despite recent
acquisitions, food retailing in the

United States remains fairly
fragmented.

Certainly, there is a long way to
go before five or six retailers com-
prise 80 percent of grocery
volume, as is the case in some
European countries (or in
Canada). Perhaps more
significantly, acquisitions and

expansion no longer stop at coun-
try borders. Wal-Mart, Ahold and

Carrefour operate in multiple

Overview

Both the consolidating retail
industry and changing con-
sumer shopping habits pose
significant challenges for the
consumer products industry.
Large retailers have become
more sophisticated. Shopping
occasions have proliferated. In
response, many consumer prod-
uct companies have reorganized
their sales forces and introduced
customer teams. While this is
without doubt a move in the
right direction, many challenges
continue to plague current sales
force organizations, among
them the right coordination
between sales and marketing,
resource allocation, trade
spending, etc.

We believe these issues can be
addressed only through a more
comprehensive organizational
realignment. This realignment
will not only affect the sales
force but needs to re-balance
the decision-making powers of
the sales, marketing and
support functions. This Insights
describes Booz-Allen’s perspec-
tive on the challenges and the
correct organizational response.



countries and have plans to
continue to expand. To date, these
retailers have continued to buy
locally, but it likely will not be
long before they figure out how to
leverage their global scale with sup-
pliers (see Exhibit 1).

In response to these changes,
most consumer products
companies have moved to some
kind of customer team structure.
Following Procter & Gamble’s
lead, they have reorganized parts
of their sales forces into cross-
functional units aligned with their
major customers. Often this tran-
sition has come at a significant
cost, in terms of both the transfor-
mation itself and a higher ongoing
cost for incremental resources in
these teams.

Unfortunately, while many have
acted, there are only very few who
feel they are getting it right. Most

Most of the companies
continue to explore
key design details of their
customer
team organizations

of the companies continue to
explore key design details of their
customer team organizations,
such as:

* What do customer teams actually
do? What is their role? How
should they be staffed?

* How are customer teams
tailored to meet the needs of
different types of key accounts
(e.g., Kroger vs. Wal-Mart vs.
Super-Valu)?

* What parts of the regional sales
organization are still required after
the move to customer teams and
how are the activities of the two
organizations coordinated?

* How can consistency in the
pricing and promotions strategy
be ensured?

e What is the role of the broker
(if any) in the new structure?

SELLING CONSUMER PRODUCTS—KEY INDUSTRY CHALLENGES (EXHIBIT 1)

Retail consolidation and increasing centralization

of purchasing activities

eNational (international) sourcing decisions
*Obsolescence of traditional regional sales approach

Changes in consumer shopping habits

*Growing importance of non-traditional grocery

channels (club, convenience, food service...)
»Out-of-home consumption growing

Channel partners demanding sophisticated price and
category management capabilities from manufacturers

Source: Booz-Allen & Hamilton analysis
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Further erosion of consumer loyalty by emerging
Internet shopping sites and extended retailer

programs (shopper cards, private label, etc.)



Many Fundamental Challenges
Not Addressed

Much of the above-mentioned
fine-tuning could be explained by
companies who have found that
the transition away from a purely
regional sales structure was simply
harder than expected. However,
even companies who began the
transition several years ago usually
cannot point to the specific bene-
fits they receive from their cus-
tomer team structures. Frequently
they have adjusted their organiza-
tional models over time, but are
left with a sense that each problem
they solved created another prob-
lem somewhere else. As a result,
many organizations experience core
sales force management issues that
are as bad as ever, for example:

* Multiple conflicts arise between
brands and channels that cannot
be resolved without senior manage-
ment intervention—tying up the
organization in endless coordina-
tion meetings

e Sales time is a shared resource
across product divisions or brand
organizations, and there is no sys-
tematic way to prioritize sales force
time—creating significant organi-
zational conflict

* Trade spend, while generally rec-
ognized to be inefficient, has not
gone away. In fact, for many man-
ufacturers, it is increasing and now
needs to be balanced across very
different types of accounts—with
customer teams acting as champi-
ons for their customers

* Coordination and prioritization
activities absorb so much time that
sales people find themselves spending
less time than ever actually with their
customers —missing out on high
value-added opportunities.

It seems to us that many of
these companies have missed the
essence of the issue. They jumped
on customer teams as the solution
without first understanding the
root causes they were trying to
address. In this sense, for many,
customer teams are addressing just
the tip of the proverbial iceberg.
They are at best a partial solution,
addressing some customers’ needs,
but not improving overall sales
and marketing effectiveness, and
in many cases, potentially detract-
ing from it.

For those close to these organi-
zations, this perspective might
seem heretical. “We had to change!
Our customers demanded it,” we

hear you cry. But look at the list Perhaps it is not only

the regional sales model
that has outlived Its
usefulness. The all-

powerful brand

structure favored by

many consumer goods

companies may be guilty

as well.

of issues above: How many existed
prior to the switch to customer
teams? How many have gotten
worse? If you answered like most of
our clients, you would have to admit
almost all these issues pre-date cus-
tomer teams. And while customer
teams have increased awareness of
certain customer-specific manifes-
tations of these issues, these issues
generally have not gone away, and
may have gotten worse. If any-
thing, customer teams may have
drawn additional attention to
some of these conflicts, as they
tend to amplify the voice of the
customer in any internal debate.

Required: A Comprehensive
Organizational Realignment
The reason customer teams did
not solve these problems is that
they were not sales force problems
to begin with. All the issues listed
above have to do with how sales
relates to the rest of the organiza-
tion, specifically the brand group.
As such, they cannot be addressed
by “fixing” the sales force alone.
Often, we find that the processes

and policies that marketing



COMPETITIVE SALES FORCE—KEY CHARACTERISTICS (EXHIBIT 2)

e Efficient coordination mechanisms
e Better linkages to marketing
and supply chain

*Selling to right accounts

* High value added activities

Strengthened Role

¢Improved capabilities

e Clear decision rights

v

V'S

* Decentralized decision making
* Profit-based incentives

Efficient Resource
Allocation

* Promotions

* Merchandising activities

* Analytical tools to understand effectiveness at a retailer-spedific level

Source: Booz-Allen & Hamilton analysis

organizations use to guide and
prioritize the sales force are
incomplete, unrealistic and overly
time-consuming. Perhaps it is not
only the regional sales model that
has outlived its usefulness. The all-
powerful brand structure favored by
many consumer goods companies
may be guilty as well. In today’s
environment of powerful retail
partners, the role, focus and capa-
bilities of the sales force need to
be upgraded in order to allow
sales management to interact with
marketing on a more level playing
field (see Exhibit 2).

Moving a piece of the sales force
to a customer team structure does
nothing to address how the orga-
nization manages or prioritizes
sales time or how other key busi-
ness trade-offs are made. Again,
the move to teams may even exac-
erbate these issues by adding to
the complexity with another layer

of organization that needs to

be planned and coordinated,

i.e., strategies are developed by
brands, negotiated with customers
by a customer team and executed
locally by a regional sales force.

Is there a way out? Can a con-
sumer products company avoid
these problems associated with
customer teams and still address the
underlying challenges? Our expe-
rience is that there is no easy
answer, but with the right
approach, companies can build
more effective “go to market” orga-
nizations, in which customer teams
usually play a role.

But to “get it right” consumer
products companies must:

* Understand the key issues and
their root causes, particularly at the
intersection of sales and marketing

* Plan on having to rebuild the
entire organizational model, not
just the sales force

* Design the model from the
ground up, with an emphasis on
the key decisions and where and
how they are made

* Consciously rebalance the coor-
dination between sales and mar-
keting functions, giving the sales
force a say in the allocation of its
efforts

* Explore profit-based incentives
with “double-counting”of P&Ls
as a way to align decision making
and encourage appropriate trade-
offs without micro-managing
every decision

* Create forums for joint decisions
and build an atmosphere that
favors fact-based, transparent deci-
sion making,.



Some might object that this
systematic approach to develop a
better organizational model with
this level of detail is extremely com-
plex. Of course it is. But the real
world is complex, and becoming

more so. Accepting a solution that is
oversimplified will only perpetuate

the cycle of solving one problem
by creating another. Fortunately,
there is a better way. Properly
designed organizational models can
absorb the complexity using
straightforward incentives and
decision boundaries, dramatically

simplifying and clarifying the role
of key individuals (see Exhibit 3).

Summary

So customer teams, like the large
customers they call on, are likely
here to stay. Whether they are
successful at achieving their goals,

however, is a function of how they

are designed, and, in particular,
how the rest of the organization is
designed to accommodate them.
Without this context, customer
teams really are a solution in
search of a problem.

The good news for those con-
sumer products companies who
take on the challenge of the
required comprehensive
organizational realignment is that
the competitive advantage from an
effective sales and marketing orga-
nization is significant. A successful
“go to market” organization makes
all the difference when it comes to
growing revenue and profits in
consolidating industries.

ORGANIZATIONAL REALIGNMENT—REQUIRED COMPREHENSIVE APPROACH (EXHIBIT 3)

Traditional focus when establishing
customer account teams

Conflict
Resolution

-

Coordination
Mechanisms

—

Organizational
Structure

DECISIONS RIGHTS

Boundaries

.

Incentives

How are key business
decisions made?

Capabilities

Source: Booz-Allen & Hamilton analysis
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