
The importance of knowing the
profitability of your strategic accounts is
well known to most businesses.  Yet
most businesses are also struggling to
get a decent account pro f i t a b i l i t y
system in place.  Few have formally
linked their account profitability system
to strategic account manager training
programmes.  How many, then, use this
capability to drive out supply chain
waste and upgrade customer
relationships?  This is the story of how

one company has proven that getting
such measurement in place pays
significant dividends not only for the
supplier, but for the customer relationship as
well.

The Compan y

Henkel is an international business
with a diverse product portfolio that
includes adhesives, household cleaners,
body care products, products for surface
treatment and industrial cleaning and
chemical products.  At the end of 2000
Henkel had 12.7 billion of sales and
employed more than 61,000 people
worldwide.

The Henkel Group is managed by
Henkel KGaA in Düsseldorf, Germany.
Henkel prides itself on being one of the
business world’s most global players,

conducting the majority of its business
outside of Germany.

The Changing Retailer Mar ket

In 1999, the European retailer market
was beginning to change radically.  The
w o r l d ’s largest re t a i l e r, Wa l - M a rt ,
entered the market by buying ASDA
and InterSpa; Carrefour became
E u ro p e ’s largest retailer by acquiring
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P romedas,  and many other Fre n c h ,
Dutch, German and UK retailers were
expanding into countries like Spain,
I t a l y, Greece and Eastern Euro p e .
Several retailers were looking at
leveraging their spend by establishing
P a n - E u ropean price and trading
harmonisation – at the lowest European
price and best terms.  

This itself was being driven by Pan-
E u ropean media consolidation, Euro
p reparation and a strong pro -

competition European Commission.
This helped to make cross-border trade
more price-transparent, less costly and
less risky for retailers, and also drove the
adoption of credible cro s s - b o rd e r
negotiating positions.

H e n k e l ’s retailer customers were
evolving fast.  Henkel had to consider
how to respond both to them and to
their competitors’ attempts at building
cross-border account management.

Danny Van der Sande (then the
D i rector of European Account
Management) recalls, “We had to ask
ourselves some basic questions about
what we wanted to achieve.  What are
the real goals? What should we be
looking to achieve and how should we
measure it? To answer these questions
we asked a simple one, ‘What should we
do if we only had one customer?’ ”  

Following a strategic review of their
position, it was determined that the best
way of getting ahead of the game was to
become masters of their own machine.
Effective responses to retailer requests
could never be constructed while there
was great uncertainty over the tru e
profitability of these accounts.  Work
had already commenced developing a
D i rect Account Profitability (DAP)
system. It was agreed that this should be
accelerated and made a business priority.

Step 1: Define P rofitability and
the D atabase Structur e

The first issue that had to be
addressed was the calculation of profit.
A simple revenue-minus-cost calculation
per customer is of limited value. On the

revenue side, the price charged is only
one part of the equation.  It was more
i m p o rtant to explain the diff e re n c e
between the published list price and the
one the salesperson agreed to!   On the
cost side, data became meaningful when
it was separated into manufactured cost,
marketing cost, sales force cost, staff
cost and logistics costs.  

The DAP system has 9 categories,
subdivided into 17 parts and further
broken down into over 30 separate cost
and revenue elements.  In essence, the
company’s whole value creation process
was captured at a detailed account level.  

Danny is quite clear about the need
to build a profit database at a detailed
but relevant level.  “Management is
measurement,” he says “and building a
reliable database is a huge step in getting
an exact understanding of the specific
profitability issues.”  

The key is to choose a level at which
meaningful analysis can be undertaken
and for which meaningful data can be
input.  Even within this exercise there is
a significant amount of discussion about
data definitions.  For example, what is
the meaning of a Full Truck or a Pallet
Rebate or the Standard Manufacturing
Cost?  Which staff are in and out on
Internal Staff Cost?  How do we account
for non-salaried labour costs?  “There’s a
lot of sheer hard work here,” says
Danny, “not only in defining what we
mean by each of these terms but in
getting countries to open up and
provide the information. We did find
the use of outside help extre m e l y
valuable here.  However, the benefits
were immediately becoming apparent
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“To answer these
questions, we
asked ourselves a
very simple one:
‘What should we do
if we only had one
customer?’” 

- Danny Van der Sande



when everyone started talking about
profit in a common way with a common
language and with a common
understanding.” 

Step 2: Popula te the D atabase and
Review your Str ategic Accounts

Once the database had been
populated to a reasonable standard ,
Henkel began to use it to better
understand the real cost-to-serve for
each customer and the true profitability
of different accounts.   “We got some
real surprises” declares Danny. “It wasn’t
so much that profitable accounts were in
fact unprofitable, more the other way
around!  We had failed to realize how
the cost-to-serve economics re a l l y
changed the profitability of some
retailers compared to others.  A retailer
that, for example, wants centralized
delivery and logistical co-operation can
have a big impact on costs.
Consequently, some large accounts that
we perceived to be very demanding on
service levels actually came out as more
profitable than we expected.”   

When the accounts were positioned
on Henkel’s strategic prioritisation
framework (which maps financial
re w a rds against customer behaviour)
t h e re was a new map of strategic
accounts. Danny underlines the value
that the database was providing: “The
difference between the perceived levels of

customer sales / profit and the re a l
absolute levels was quite significant.” 

Step 3: Turn Account P rofitabilit y
into Decision P rofitabilit y

While DAP was providing new
priorities at a strategic level, the analysis
was continuing over the re l a t i o n s h i p
between cost-to-serve and the discounts
given at a detailed level.  It was
discovered that there was a complicated
relationship between discounting
decisions and profitability.  The impact

rested with understanding how all the
trading terms, cost-to-serve economics
and relationship issues fit together (see
Figure 1). It was found that there was no
simple rule that could be applied as a
general policy.   Therefore, the best
route to improving the profitability of
different trading decisions was to get the
Henkel account management teams to
use DAP to simulate and predict the
myriad of different trading positions.

The detailed analysis can be very
useful.  For example, with some
customers, Henkel has changed the
p romotional investment in pro d u c t s
away from consumer advert i s i n g
t o w a rds greater use of point-of-sale
displays. This has often been done
hand-in-hand with price changes that
have actually led to both Henkel and
the retailer increasing product demand
and market share.

Step 4: Embed Decision
Profitability in to the Negotiation
Proc ess

To develop this understanding, an

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

Figure 1. Transaction Discounts and Cost-to-Serve

“We had failed to
realize how the cost-
to-serve economics
really changed the
profitability of some
retailers compared to
others!” 

-- Van der Sande



Advanced Negotiation Skills Course
was established for the Henkel Key
Account Managers (KAMs) that would
use DAP as its underlying simulator.

F rom interviews with the KAMs
about the nature of their customers and
the issues they were facing, thre e
hypothetical but realistic re t a i l e r
p rofiles were constructed.   These
included dealing with difference in price
between two countries (e.g. France and
Spain), diff e rences in operating
practices between two countries (e.g.
Germany and Italy), and managing the
impact of differing strengths of market
position and the traditional marketing
styles between countries. 

The three-day Negotiation Course
used DAP to simulate diff e re n t
discounting decisions for each scenario.
By the end of the course, delegates had
not only learned much about the drivers
of account profitability and how to
apply that knowledge in a negotiating

situation, many had also
become converts to the
power of DAP.

A key objective of the
course was to encourage
the KAMs to use the
i n f o rmation to develop
win-win part n e r s h i p
relationships by spotting
opportunities to drive out
supply chain costs and
i n c rease end-consumer
demand.  It is important
to recognise that the
retailer relationship is a
negotiable option as

much as the trading terms.  This
transformation in the KAM approach is
essential. “We want to move from an
emotional gut-feel discussion to one
that uses quality information to drive
rational co-operation,” underlines
Danny.

Step 5:Roll-Out and In tegrate

The deep-rooted understanding of
account profitability is now being rolled
out across all Account Managers – with
the priority on those managing strategic
accounts. “Win-win negotiations” is seen
to be a core competence of KAMs.  The
programme will be enhanced with more
advanced examples to fit in with the
needs of Global Account Managers.

The work so far has also thrown up
m o re fundamental skills weaknesses,
particularly in the areas of:
• understanding the retailer buying

process, 

• c reating joint “win-win” value
propositions, and

• ensuring professional follow-through
of actions.

These will be covered in an additional
two-day Customer Insight Workshop.

Meanwhile, the work of enhancing
DAP will also continue.  Now that the
benefits of a solid database are there for
all to see, the levels of co-operation are
already much higher.

Conclusions

Danny is extremely supportive of the
changes that have occurred at Henkel
over the past two years.  “At the end of
the day, management is about
measurement.  We are now able to set
m o re meaningful targets and take
specific corrective actions to stay on
track – especially by engaging more
closely with our customers. ”

Henkel also sees DAP as an essential
tool in building the professionalism of
the Account Manager.  “We are looking
to create international customer
business managers who are confident at
dealing with complicated price and
trading issues at an international level.
They need to be able to understand how
to create a re l a t i o n s h i p - b u i l d i n g
opportunity out of a negotiation issue.”

At Henkel, they have used the
changing marketplace as a catalyst for
change that has transformed their
retailer relationships.  DAP-based
knowledge management is not just
helping Henkel achieve competitive
advantage, it i s their competitive
advantage. 
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By the end of the course, delegates had not
only learned about the drivers of account
profitability, but many had become converts to
the power of Direct Account Profitability.


