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Within recent years, the market
environment for many chemicals

companies has changed significantly.
Regional and customer ranges have
increased, confronting chemical
companies with new competitive,
market and customer structures. 
As an example, between 2009 and

2014 BASF, the world’s largest
chemicals company, saw a relative
downward shift in regional sales from
its base in Europe from 17% of the
total to 14%, while North America’s
share rose from 18% to 21%. In
addition to the trend towards North
America, BASF plans to place a
stronger focus on emerging markets
for selected segments in the coming
years.
To keep up with changes in the

market environment and the rising
pace of it, chemicals suppliers have to
ensure that they are market-oriented.
By that we mean the alignment of the
business to the needs of the different
market segments and the competitive
environment. 
We suggest anchoring market

orientation as a leading principle in
chemicals companies, in terms both of
processes and organisation and of
mindset and behaviour. 
With this article, we aim to support

the daily work of marketing and sales
departments in the chemicals
industry. From our experience, for
successful market orientation,
companies should thoroughly
consider two perspectives: building
the right strategic foundation and
ensuring the necessary operational
success. 
To address these two perspectives,

ten key success factors need to be
anchored, five within each of the two.

Strategic success factors
To ensure a solid strategic foundation
for the market approach, five
elements should be taken into
account: (1) building market
intelligence, (2) segmenting the
customer base and thus deriving the
right (3) marketing, (4) channel and (5)
pricing strategy. 
Looking first at building market

intelligence, a company needs first of
all to understand its relevant target
markets. Therefore, the core question
to address is ‘Do we understand the
markets and our competitors?’
Working together with a wide range

of chemicals suppliers, we have
experienced that companies all too
often lack thorough market
intelligence, both on the content and
on the process side. The most
common reason is that managers and
sales employees often have an
established idea of the market based
on subjective perceptions and
individual experiences.
Alternatively, they rely
on secondary
resources to support
fast decision-making. 
However,

establishing solid
market orientation
means ensuring that
external sources are
sufficiently involved in
strategy making.
Moreover, we
recommend involving
the sales department
in the market
intelligence process.
Sales professionals
spend most of their
time with the
customers, so it is easy

for them to capture ideas and to
explore trends and developments
along the value chain.
After analysing the market

environment, the company needs to
understand its customer base. For
thorough application, a company
needs to address the issue of
segmenting the customer base.
Multiple common approaches are

available for customer segmentation.
From our experience, practice has
shown that in most of the cases, it
should not only be a matter of
customer size and turnover but also a
question of customer needs,
developments and expectations. One
reason is because as large customers
increasingly leverage their
purchasing power, medium-sized and
small customers regain some
importance when it comes to
contribution margin. 
Knowing the market environment

as well as the customer segments
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supports companies in deriving the
right marketing strategies. So the
key question for defining a marketing
strategy is ‘How do we differentiate
ourselves from the competition?’
Choices on value proposition and

branding should be clarified and
communicated to the market. To
determine the right marketing
strategy, a company should refer to
the market and customer insights
generated. We recommend applying
value propositions and arguments to
individual customer segments. 
Furthermore, a clear and consistent

branding approach helps to build trust
in the market. Clear communication of
the value proposition, in combination
with a solid branding approach, is a
key success factor for market
cultivation. The more communication
is tailored to the customer segments,
the higher the chances are for a
successful market approach and
strong competitive positioning. 
Knowing the market and customer

segments, one of the core tasks is to
establish the channel strategy to use
for market and customer cultivation.
Therefore, the central question to
address in determining a suitable
channel strategy is ‘How much
business do we want to sell directly (via
an internal sales force) and how much
indirectly (via external distributors)?’ 
For a few years, more and more

speciality chemicals suppliers have
increasingly professionalised their
sales channel strategies, while
professional distributors have gained
importance and market share.
Chemicals companies have
outsourced more of their business in
order to free up resources to focus on
their strategic customers. Especially in
dynamic market situations, a clear
structure helps companies to focus on
the right customers and manage
resources efficiently.
Last but not least, the pricing

strategy should reflect the market and
customer insights generated as well as
the strategic decisions made with
regard to marketing and channel
management. The key question is
‘What are our pricing targets?’
A pricing strategy can be developed

on any level - business unit, customer
segment or channel. Based on our
market expertise, however, a segment-
oriented pricing strategy offers several
advantages, as a higher level of

customisation can be ensured.
For the development of a segment-

oriented pricing strategy, it is
important that the value proposition
and pricing strategy are in line with
each other. For example, if the value
proposition for a certain customer
segment stresses quality as the key
USP, the price should reflect high
quality with an above average price
level. If this is not the case, the low
price level could create mistrust in the
level of quality provided. 
The pricing strategy should be

reviewed and updated once a year to
ensure sound reflection of the overall
business strategy. Regular control
throughout the year is recommended
to facilitate fast reaction to changing
market conditions, as pricing is the
most important lever for profitability. 

Operational success factors
After the strategic pillars for a
successful market approach are set,
the operational aspect needs to be
ensured. Here, we would also like to
highlight five general key success
factors for a well-functioning
operational setting for the market
approach: (1) ensuring the needed
organisational strength, (2) installing
marketing and sales processes, (3)
building the right skill sets, (4) setting
the right incentives and (5) ensuring
sound control. 

As the strategic targets are defined,
managers tend to underrate the
determinants for organisational
strength. Almost every strategic
decision on how to approach a market
comes with changes in responsibilities
or organisational structures. The most
crucial question to answer in this
context is ‘Which tasks do we want to
run centrally and which not?’
For instance, a company might ask

how centrally it wants to run its pricing
approach. Does it want to establish
local pricing authorities in every
region, or even every country? The
alternative is a strong central pricing
department, meaning that all pricing
decisions have to pass through
headquarters. The example can be
applied to other important tasks, such
as strategy development, market
intelligence or branding. 
In our opinion, when developing the

organisational model, the most
important prerequisite is the growth
plan of the company. We can only
answer the aforementioned questions
if we can confidently anticipate sales
and customer development.
Otherwise, we cannot predict what
resources are needed.
After setting up an organisational

model including resources, the next
issue is implementing marketing and
sales processes. In other words, who
is doing what and how? 
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In the first step, all relevant steps
need to be mapped out, including
single tasks, involved functions,
supporting tools, and outcome. With a
comprehensive overview of what
needs to be done, responsibilities
need to be assigned to ensure
ownership and high involvement of the
right functions. 
When documenting the marketing

and sales processes, the
documentation should be transparent
and pragmatic at the same time.
Doing so supports a clear process
guideline but provides enough room
not to become stuck in excessive
granular process complexity. As well
as clear embedding and training of
the organisation in process
application, the processes for
marketing and sales need to be
flexible and pragmatic in order to
allow for updates if changes in market
orientation occur.
When it comes to

operationalisation, suitable skill sets
for the sales entities have to be
ensured, especially for suppliers of
speciality chemicals. The core
question to address is ‘Do we have all
the skills we need?’
To build the right skill set, we

recommend mapping the skills
according to market function needs
(marketing, key account

management, sales, customer service,
etc.). Based on the information
deduced, target profiles can be
derived and matched with the actual
skills of sales employees. 
The resulting question is ‘Do we

have skill gaps to achieve market
success?’ There are two ways to close
possible gaps: on-the-job training
measures based on individual
development plans can be developed
and/or training academies can be
established.
To achieve growth targets, an

incentive mechanism has to be
implemented to cover both qualitative
and quantitative elements – the right
incentives must be set. The key
question to be answered is ‘How is the
sales force to be motivated?’
Obviously an individual balance

between these two elements needs to
be implemented. A study by Homburg
& Partner among over 1,400 sales
professionals in the chemicals
industry in 2009 revealed that there
are significant differences in what
motivates sales people. The top four
factors were work-life balance,
appreciation, remuneration and
career opportunities, in varying orders
according to country. 
This clearly indicates that

qualitative motivation elements must
be implemented differently,

considering regional
differences. Concerning
quantitative elements, it
must be made sure that
the incentive for  variable
payment will take the
business strategy (margin
growth v. sales growth)
into account. Moreover,
we recommend
considering elements of
the pricing strategy (e.g.
achievement of target
prices) within the incentive
system.

Sound control, finally,
is an essential part of
ongoing market approach
improvement. The
question is ‘Which key
performance indicators
(KPIs) are most reliable for
measuring market
success?’ 

In the first step, companies need to
decide which KPIs to consider when
measuring the success of the growth
model. We recommend focusing on
three to five meaningful core KPIs,
which should be controlled by
embedding them in an ongoing
control process. By this, companies
can ensure timely reactions to
changing market conditions. 
To create tangible value from the

process of control, sound
interpretation and the development of
measurable action items of the
generated insights must be ensured.
Overall, we recommend reviewing the
KPIs on a regular basis to ensure
sound working of the sales channels
and strategies. 

Conclusion
With the key success factors
introduced here, we provide a
structured approach on how to anchor
market orientation in the chemicals
industry both from a strategic and
from an operational perspective. We
are convinced that the ongoing
changes and the high pace of the
chemicals industry will continue to
increase in the next years. 
Because of this, marketing and

sales professionals will have to
manage a highly complex and
dynamic working environment. We
strongly believe that a structured and
robust anchor in market orientation
will help them to stay focused on the
market and will help customers avoid
becoming lost in complexity. 
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