The Accenture Global Customer Preferences Study for Chemicals

The call to become customer smart

Foreword
The creation of customer
value is a cornerstone
of any serious business
strategy. With that in
mind, many chemical
companies striving to stay
ahead of the competition
have embarked on a
journey to become more
customer-centric. Simply
enough, this means
serving customers with a
clear understanding of the
value exchange between
buyer and seller. But that
is easier said than done.
Accenture and the American Chemistry
Council (ACC) teamed up in early 2010
to explore that issue, and analyze
the key buying factors at work when
companies consider suppliers of
chemical products. The reason: It is
clear that more often than not, the
concept of “customer centricity” is
poorly understood in the industry,
and actions are too often based on
unfounded assumptions rather than on
evidence. Using a systematic approach
and a robust methodology, we received
answers from more than 1,200
company representatives throughout
the chemical value chain on the
following questions:
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• What are the key buying factors in
the industry, and which ones trump
others?
• How is the relative importance of
buying factors distributed across
regions and segments of the value
chain?
• What are the key areas for
improvement and action for chemical
companies seeking to increase
customer loyalty and value capture?
Our survey and analysis resulted
in clear preference profiles among
buyers, enabling a thorough
assessment of customer values across
the industry value chain. Some of
the findings were expected, others
were not. Many of the findings point
to areas where there is a need for
closer alignment between the needs
of customers and standard industry
practice—and often, to opportunities
that suppliers can pursue to grow
revenues and market share. The key, to
a great extent, is improved customer
insight and customer segmentation,
working in conjunction with
operational excellence—in other words,
a higher level of customer centricity.
Finally, let us be clear: Customer
centricity does not mean rushing to
give every customer better service,
or treating all customers more or less
the same. It is a wake-up call to do
exactly the opposite, and focus on
treating different customers in the
most appropriate manner—that is, to
become “customer smart.”

Introduction
From March through June 2010,
Accenture, in partnership with the
American Chemistry Council and
TrueChoice® Solutions, conducted
a study to develop a better
understanding of the factors that
drive decisions around the selection
of suppliers in the industry. The
result—the Accenture Global Customer
Preferences Study for Chemicals—
explores the buying values in the
industry today, and helps identify
areas of opportunity in buyer-supplier
engagement.
Conducted online, the study surveyed
buyers and sellers across the industry. It
involved more than 1,200 respondents,
representing companies up and down
the industry value chain, and from
both emerging and mature economies
around the globe (see Figures 1 and 2).
The respondents came from all roles
in customer engagement processes
including procurement, product
design and management, marketing,
customer support, technology, R&D and
manufacturing.
The research also looked at buying
values in the three fundamental
chemical industry business models (see
Figure 3):
• Feedstock foundation (FF) model—
companies that are heavily focused on
producing the essential building blocks
for downstream companies.
• Chemicals platform (CP) model—
companies that cross several parts
of the chemical value chain, typically
based on a few core building-block
chemicals and technologies. They use
a portfolio management approach to
target broad areas, such as health,
energy, transportation, housing and
construction.
• Market maker (MM) model—
companies that focus on selected
downstream end markets in areas
such as life science, agrochemicals,
paints and coatings, consumer care
and related technologies, where the
chemicals they manufacture are,
by nature, oriented toward those
segments.

Figure 1. Buyers’ and suppliers’ survey panel by value chain position.

Total panel by value chain position
Value chain position

Number of responses
Buyer

Supplier

Chemical company

177

212

Converter

57

23

Distributor

31

59

Manufacturer

241

228

Retailer

17

19

Total global buyers

523

541

Figure 2. Buyers’ and suppliers’ survey panel by geography.

Geographic regions with more than 20 participants
Region

Number of responses
Buyer

Supplier

North America

153

182

Europe

140

147

China

76

93

India

46

31

Brazil

22

28

Figure 3. Number of buyer responses by chemical business model.

Feedstock foundation

Number of responses

Petrochemical and intermediates

55

Chemicals platform
Polymers, synthetic rubber, fibers

51

Inorganic chemicals

13

Market maker
Consumer chemicals

12

Paints, adhesives and inks

10

Agricultural chemicals

4

Other specialty chemicals

14
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The research methodology
The study utilized an innovative
technology from TrueChoice Solutions
that measures individual preferences
of respondents in real time using
econometric algorithms. In assessing
responses, researchers used a
conjoint analysis statistical technique,
which essentially determines how
respondents value different factors
in their buying decisions, making it
possible to determine how each factor
ranks in importance, compared to the
other factors.
Respondents rated the importance of
10 high-level attributes, each broken
down to three to six levels of detail
(overall 45 levels). Since the preference
of respondents ranged around 10
percent for each of the 10 attributes,
summing up to 100 percent for all 10
attributes, the higher the percentage
for an attribute, the more important
it was ranked from a buyer’s/supplier’s
perspective.
For each respondent, the importance
rating for the levels were all
normalized to the importance given
to price, adjusting price to the value
of “1.” Therefore, various factors were
assigned index numbers, according
to the responses. Thus, a factor
that ranks above 1 is seen as being
more important than price. Also,
the greater the increase over 1, the
more it is associated with reduced
price sensitivity and increased price
elasticity. Conversely, factors with
index numbers lower than 1 are seen
as less important than price.
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Additionally, 13 qualitative questions
on supplier performance were asked
and ranked by buyers’ view on
suppliers and suppliers’ assessment of
their own company.
Results were analyzed for buyers’
and suppliers’ views, across the
value chain (chemical companies,
distributors, converters, manufacturers
and retailers) and for selected regions
(North America, Europe, China and
India). In addition, results for chemical
companies were split according to
their business model (feedstock
foundation, chemicals platform and
market maker).
This report looks at how these results
are reflected in several broad key
themes:
• Product quality and performance
• Reliability
• Channels and relationships
• Innovation
• Sustainability
These themes are discussed in more
depth in the following pages.

Buying values: Not all created equal
It is a widely recognized fact that
different people value different things,
and their willingness to pay for these
things varies with the perceived value.
However, the chemical industry has yet
to consistently apply this concept in its
marketing and sales operations. Over
the years, chemical companies have
made various investments in customer
relationship management systems,
skill development, price and margin
management software, electronic
channels for commerce and ordermanagement tools. But in general,
these investments have not yielded an
adequate return.
There are many reasons for this,
certainly—but a key issue is that those
investments have not been properly
grounded in a robust understanding
of customer preferences. Moreover,
customer insight needs to be
actionable, and translated into
segment-specific strategies. Then, the
segmented marketing-mix strategies
have to be executed throughout
the entire lead-to-fulfillment cycle,
from product management to sales,
technical and customer service,
and logistics. These actions need
to be enabled by the hard wiring of
segment-specific strategies within the
tools and systems underlying the leadto-fulfillment cycle.
Accenture’s research investigated the
dominant preferences among industry
buyers, and their distribution along
the industry value chain and across
business models and geographies. On
the following pages, we explore some
of the key factors that buyers consider,
and what they actually value in
a supplier.
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Product quality and performance
Getting the basics right

Accenture’s research shows that
product quality and performance is
clearly the most important factor for
industry buyers when selecting a new
supplier or deciding whether to do
more business with an existing supplier
(see Figure 4). With an index number
of 1.29, it trumps innovation by 84
percent, knowledgeable salespeople
by 52 percent and relationships by 54
percent, when it comes to supplier
selection. (As described earlier, the
index number indicates a factor’s
importance relative to price; a number
higher than 1 is more important than
price, a number lower than 1 is less
important.) That should not come as a
surprise; variances in product quality
and performance can have serious
effects, such as line trouble and, in the
worst case, recalls or warranty issues.
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Figure 4. Ranking of all buyer values across all segments, value chain positions and geographies.
1.0
Product quality and performance
Innovation that improves reliability/quality
Reliability of supply
Quality of complaint resolution
Management to prevent issue recurrence
Stability of supplier
Customer support
Breadth of technical knowledge
Innovation focused on cost reduction

Buyer values of higher
relative importance than
price (buyers are willing to
pay a premium)

Price
Customization around delivery
Delivery speed and response
Customer service and collaboration
Time to complaint resolution
Technical info access (e.g., via phone, online)

Buyer values of lower
relative importance than
price (buyers are not
willing to pay a premium)

Customized product specifications
Financial terms (supplier selection)
Quality and knowledge of salespeople
Customized product design
Relationships
Higher efficiency of existing equipment
Energy efficiency (sustainability)
Order tracking
Materials efficiency (sustainability)
Customization around support
Waste/water consumption reduction
Technologies that further integrate supply chain
Investments around clean technologies
Customized financial terms
Innovation around energy efficiency
Innovation improving functionality/features
Social/safety aspects
Emission reduction
Innovation (products, services, talent)
New materials innovations
Complaint tracking and accountability
Product stewardship
Innovation that improves flexibility
Order placement
Customer FAQs
IT-based innovations
New process automation
Escalation process
Brand
Financial terms (supplier selection)

Number of responses = 523 buyers
Ranking relative to price, where price = 1.0
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All of this does not mean that factors
such as relationships and service are
not important—they are. But strengths
in those areas need to be built on a
solid product foundation. High levels
of product quality and performance
are the price of entry for preferred
supplier status in the chemical
industry.

Figure 5. Ranking of product quality and performance by geography.

Manufacturers are more likely than
other industry players to see product
quality and performance as key. This
view is likely due to the fact that
manufacturers are especially aware
of (warranty) problems that can arise
when products are off-spec.

North America (153)

Further downstream, distributors and
retailers place greater importance
on cost than on product quality and
performance, while converters see it
as only slightly more important than
costs. Here again, these segments of
the value chain simply tend to be more
price sensitive.
From a geographic perspective,
product quality and performance is
a particularly important factor for
Chinese chemical companies, who rank
it 33 percent higher than the alreadyhigh industry average (see Figure
5). This is most likely a reflection of
past high-profile quality problems in
that country, such as the melaminecontaminated milk issue and the
2007 Fisher-Price recall of 1.5 million
Chinese toys due to concerns over
lead-based paint.
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Buyer location (number of replies by region)
China (76)

1.72

India (46)

1.08
1.32

Europe (139)

1.15

Total

1.29
1.0

Number of responses = 523 buyers
Numbers do not total, as not all regions are reflected
Ranking relative to price, where price = 1.0

These findings point to the need
for chemical companies to develop
a more granular view of customer
and customer-segment needs and
expectations in this area. Often,
however, it is not economically feasible
for chemical companies to produce
varying quality levels of product for
different customers. It can simply
be more cost effective to produce
everything on-spec, even if some
customers can tolerate significant
variation.
Nevertheless, there are cases in which
varying quality levels are worthwhile.
The research shows that product
quality is less important to buyers
in India, compared to those in North
America and China. This difference
could be due to the fact that a large
portion of Indian manufacturing
output is consumed domestically or
in the neighboring economies. For
example, pigments and coatings
for the India-based Tata Nano Car,
which sells at a retail price of slightly
above $2,500, are likely to be subject
to different quality expectations,
compared to those used on
subcompact cars in mature economies.

Taken together, such factors can
support the case for creating different
quality levels to match different
customer expectations. However,
whether those expectations can
be profitably met by lower-cost
production technologies, supplier
development agreements or low-cost
country sourcing is largely a question
of strategy, rather than customer
preference.
Thus, the opportunity here lies not
so much in producing different
products as in better aligning the
marketing and price-point mix with
customer requirements. For example,
companies that can emphasize their
ability to produce 100 percent on-spec
products may want to leverage that
in their messaging to manufacturers
in order to develop premium-pricing
opportunities in highly qualitysensitive market segments such as
medical equipment.
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Reliability
The value of operational excellence

In the Accenture research, supplier
reliability, with an index number
of 1.25, is not far behind product
quality and performance (1.29) as an
important buying factor (see Figure
4). As the index number indicates,
suppler reliability is seen across
the industry as significantly more
important than cost. Again, this is
not surprising. When suppliers do
not deliver what is expected, when
it is expected, the impact can be
profound. Their customers are likely to
experience shortages, additional effort
in replanning, delays in delivering on
their own customer orders, and—if the
problem is severe enough—productionline stoppages. Planning as well as
the flow of products are disrupted,
leading to a ripple effect of unhappy
customers down the value chain.
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Industry buyers are not always
seeing the levels of reliability they
want. Across the industry, less than
25 percent of buyers say they are
highly satisfied with the timeliness
of suppliers’ deliveries—and nearly
20 percent say that they are clearly
dissatisfied (see Figure 6). These
findings, like those on product
quality and performance, point to the
importance of operational excellence,
and the need for suppliers to have a
mastery of the basics as a platform for
broader strategies such as innovation
and relationship building. In addition,
they imply a need for suppliers to
understand the willingness to pay
for relatively high levels of delivery
reliability.

Figure 6. Level of buyer satisfaction across the value chain per region with
timeliness of suppliers’ deliveries.
Buyer question: Do suppliers deliver on time?
Chemical companies by buyer location
China (72)
Europe (119)
India (44)
North America
(129)
0%

20%

40%

60%

80%

100%

0%

20%

40%

60%

80%

100%

Total

Disappointed

Satisfactory

Delighted

Number of responses = 523 buyers

Today's typical industry practice leads
to difficulties. So if customers value
reliability most, the obvious response
is to increase reliability. But that can
be challenging if suppliers do not go
beyond the traditional one-size-fitsall approach. The key is to understand
different customers’ different
“versions” of reliability. Some may
value the ability to handle rush orders,
others may want to order belowminimum amounts, and yet others may
have special packaging or shipping
requirements, such as truck versus
rail. From a supplier perspective, it is
essential to understand the respective
willigness-to-pay of customers for
these different service levels.
Accommodating different preferences
and the value perceptions that go
along with them implies that suppliers
will need to focus their efforts.
Typically, providing the highest service
levels to all customers will be too
costly, given the complexity that
current industry practices entail—

and that is especially true in light
of the different types of reliability
needed by various customers. To
provide reliability profitably, then,
suppliers will need to increase their
understanding of individual customer
value, and focus on providing the
highest service levels only to the most
valuable customers and those who
are willing to pay a surcharge for an
additional service they do not want
to miss.
While reliability is fundamentally
important, there are differing
perspectives within the value chain,
regions and industry segments. For
example, buyers in India and China
place a higher value on reliability than
do buyers in other regions. That may
be due to the relative immaturity of
the supply chain in those markets—and
it points to a significant opportunity
for suppliers that can provide high
levels of reliability.
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In terms of the value chain, converters
(0.85) and distributors (0.86) are far
less focused on reliability than other
types of companies, and actually see
it as less important than cost (see
Figure 7). That perspective most likely
stems from the price pressures those
companies typically experience, rather
than a lack of interest in reliability.
Comparing chemical business models,
feedstock foundation companies rank
reliability high (1.39), presumably
because of the need to run highvolume production without disruption.
This ranking is higher than the industry
average (1.25), and higher than
chemicals platform (1.23) and market
maker (1.17) companies (see Figure 8).
Finally, in terms of market segments,
food companies in particular value
reliability, giving it 28 percent more
importance than the industry average.
Presumably, that is because switching
suppliers in such a regulated industry
requires significant time and effort.
Here, there is clearly a value-pricing
opportunity for suppliers that can
demonstrate solid reliability.

Figure 7. Industry players’ perceptions of the value added by supplier reliability.
Industry players’ perceptions of the value added by supplier reliability.
Chemical company

1.28

Converter

0.85

Distributor

0.86

Manufacturing

1.38

Retailer

1.20

Total

1.25
1.0

Ranking relative to price, where price = 1.0

Figure 8. Chemical company buyer values by business model.
Buyer question: When deciding to grow/shrink with an existing supplier, how much
weight do you place on the following factors?
Reliability

1.28

Stability

0.98

Financial terms

0.78

Quality and knowledge of salespeople

0.92

Relationships
Brand
Price

0.74
0.55
1.0
1.0

Number of responses = 177 chemical companies
Ranking relative to price, where price = 1.0
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Channels and relationships
Reaching customers more effectively

For chemical-industry buyers, a
strategic sourcing model that involves
just a few preferred suppliers, rather
than the use of either multiple
suppliers or a single preferred supplier,
is by far the most common approach.
Such a model is valued slightly more
than price (1.07), while other models
rank lower than price (see Figure 9).
The implication of this is clear: Unless
a supplier has a patented or unique
product, most of its customers will
have a handful of other trusted
suppliers, and those customers will
try to maintain a balance of business
across those suppliers. That means
that the supplier will need to think
in terms of competing with those
other preferred suppliers—and that
often, there is a limited ability to drive
significant gains in share of business
from a given customer.
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Figure 9. Buyer values on sourcing.
1.07

Few preferred suppliers
0.77

Multiple suppliers
Single, preferred supplier
Buyers

Suppliers

Number of responses = 523 buyers and 541 suppliers
Ranking relative to price, where price = 1.0

0.56

0.89
0.99
1.0

1.21

Suppliers are not always aware of
buyers’ views on this topic: The
research found that suppliers believe
that their customers are fairly open
to multiple-supplier and singlesupplier models. In fact, buyers have
a relatively negative view of these
models. And yet, compared to buyer
responses, the suppliers place singlesupplier models 77 percent higher in
importance.
There are areas where strategic
sourcing is less common. Chinese
companies, for example, actually tend
to prefer a multiple-partner approach;
they rank these 67 percent higher
than the industry average. And like
converters and distributors across
regions, they see strategic supplier
relationships as being less important
than cost considerations.
Clearly, buyer-sourcing policies
matter—but so too do the channels
through which customer relationships
are maintained. The traditional
industry model (even in base
chemicals) is based on the direct field
sales force. After an initial wave of
e-commerce investments—particularly
in the area of order management—
not much has changed in this arena.
However, Accenture’s research
indicates that the traditional industry
model has reached its limits.
In general, buyers value knowledgeable
salespeople and technical service
staff, but their willingness to pay
for these varies. This variance again
points to the need for segmentation
and differentiation: Price-sensitive
buyers are better served through “gray
channels” that blend e-commerce and
limited direct sales-force contact.
In addition, technical service across
channels—an important part of the
total product and value mix—needs to
be properly designed, accounted for
and priced.

There is substantial room for
improvement in this area. E-commerce
share reached 9 percent of total
sales in 2007,1 with select plastics/
petrochemical segments up to more
than 30 percent of total product
revenue.2 When dealing with
customers who are open to channels
other than the field sales force, the
ability to leverage Web 2.0 capabilities
is likely to be met with significant
interest from buyers—and ultimately,
to more business.
The implications for the industry are
therefore straightforward: Exploit the
power of electronic channels while
investing in key relationships with
large, profitable, attractive customers.
Investments in sales-force capabilities
and skills should be focused on the
ability to work effectively in blended
channel environments, on building
capabilities that help understand
the value delivered by a given
marketing mix and on the ability to
drive innovations that are relevant to
customers.
The direct sales force needs to be
unambiguously perceived by customers
to add tangible value. However, more
than half of buyers believe there is an
opportunity to improve the knowledge
and skills of the sales force (North
America 63 percent). The different
requirements of commoditized
segments of the market and highvalue growth segments imply a
differentiated set of skills focused on
commercial excellence on the one end
of the spectrum and on collaborative
value proposition development on the
other. Typically, delivering on these
two requirements will require a more
sophisticated approach to talent and
skill management that is aligned with
a focus on markets and customer
segments.

1. “Guide to the Business of Chemistry 2008, ” American Chemistry Council.
2. Company data and Accenture analysis.
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Innovation
A focus on the practical

Innovation is important in the
chemical industry, with global spend
on research and development (R&D)
currently standing at about $64
billion in 2009 (assuming average
R&D spend of 2.5 percent of global
chemical sales in 2009).3 But different
companies have different views of the
value of innovation, and of how they
expect suppliers to help them drive
innovation.

features and functions (0.71) and
flexibility (0.66). In short, they value
innovation that helps them improve on
the basics and achieve rapid results.
Indeed, innovation that supports

Overall, support for innovation ranks
average (10 percent) regarding the
attributes that are important for
buyers (versus supplier selection
ranking of highest importance with
10.9 percent). But differences appear
when that buyer value is broken down
relative to price (see Figure 10). In
general, buyers tend to want suppliers
to help them with innovations focused
on increasing reliability and quality
(1.27) and reducing costs (1.02), with
both being more important than price.
Buyers are less interested in help
with energy efficiency (0.72), product

Cost reduction

Figure 10. Buyer values around innovation.
1.27

Reliability/quality

1.62
1.02
1.40
0.72

Energy efficiency

0.47
0.71
0.78

Functionality
and features

0.66

Flexibility

0.85
1.0

Buyer

Supplier

Number of responses = 523 buyers and 541 suppliers
Ranking relative to price, where price = 1.0

3. Accenture analysis based on “Guide to the Business of Chemistry” data, American Chemistry Council.
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reliability ranked second highest
of all the buyer values measured in
the Accenture research, behind only
product quality and performance.

Looking more closely at the value
chain, buyers’ interest in innovation
and the basics is more pronounced
among chemical companies,
distributors and manufacturers.
In terms of the chemical business
models, feedstock foundation and
chemicals platform companies are
especially interested in this factor
(see Figure 11). Suppliers that can help
such companies have the potential
to increase business and position
themselves as preferred suppliers.

points less important than do
feedstock platform and chemicals
platform companies, respectively.
Traditionally, market makers have been
known as companies that provide
innovations to their customers. But
here, the research indicates that their
buyers are not seeking the typically
product-focused innovations from
their suppliers—which in turn suggests
that these companies are focusing on
innovations that their customers do
not value.

Meanwhile, innovation support
is generally less important for
converters, while retailers are looking
for support for cost-reduction and
energy-efficiency innovations.
The same is true for market maker
companies, which rank most types
of innovation low, compared to
companies using other business
models. For example, market makers
see reliability-focused innovation 24
percentage points and 41 percentage

Figure 11. Innovation support needs by chemical business model.
Buyer question: Which areas do you expect suppliers to support you in your innovation agenda?
Reliability/quality

1.2

Cost reduction

1.03

Energy efficiency

0.79

Functionality and features

0.82

Flexibility

0.6

Price

1.0

Total replies by value chain
Feedstock foundation (55)
Reliability/quality

Chemicals platform (64)

1.23

1.4

Cost reduction

0.93

Energy efficiency

0.87

0.8

Functionality and features

0.94

0.75

Flexibility

0.48

0.99

1.18

0.84
0.44
0.78
0.62

0.56
1.0

Market maker (40)

1.0

1.0

Number of responses = 177 buyers
Ranking relative to price, where price = 1.0
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In terms of geographic location,
differences in preferences are quite
pronounced (see Figure 12). Among
Indian and Chinese companies, buyers
have especially high expectations
for innovation support for reliability,
quality and cost-reduction initiatives.
For example, companies in those
regions are 59 percent more likely than
their counterparts in Europe to cite
the reliability component as important,
and 37 percent more likely than
North American companies to do so.
Indian companies also value support
in the areas of energy efficiency
and product features and functions.
Overall, companies in these emerging
market countries see innovations as
much more important than price. This
difference is probably due in part to
the desire to address lagging quality
capabilities, and in part due to the
need to increase reliability to enable
the aggressive growth agendas of
companies in these regions.

Figure 12. Innovation needs from the geographical perspective.

Buyer question: Which areas do you expect suppliers to support you in your innovation agenda?
Supplier question: In which areas do your customers expect you to support them in their innovation agenda?
Total replies by buyer location
North America
1.23

Reliability/quality

0.96

Cost reduction

1.72

1.51

India

1.06
1.35
1.00
0.92

1.69
1.60

0.84

0.69
0.76

1.02

Functionality and
features

0.55
1.08

0.55
0.74

1.02

Flexibility

0.61
0.58

0.65
0.57

0.68
1.20

1.0
Buyers

Suppliers

Number of responses = 523 buyers and 541 suppliers
Ranking relative to price, where price = 1.0
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1.0

1.0

1.69

1.47
1.08

1.47

0.74

Energy efficiency

0.50

China

Europe

1.78

1.50

1.02
1.10
1.02

1.48

0.68
1.14
1.0

2.12

Across the board, there is significant
room for improvement for suppliers to
support buyers’ innovation agendas.
In fact, less than 20 percent of buyers
report that they are highly satisfied
with the innovation support they
receive (see Figure 13). As a rule,
innovation in the industry is primarily
focused on product R&D and the
improvement of product features and
functionality. Chemical companies
can look beyond that traditional
approach to explore innovations that
help customers cut costs and boost
quality. To do so, they can take a crossfunctional approach that encompasses
not just R&D, but also areas such as
sales, marketing, planning and general
management, so that resources are
aligned to support innovations that
matter to customers. Suppliers also
can collaborate more closely with
customers to help them be more
reliable. The lesson: Industry buyers

are looking for innovation that extends
beyond the lab, and that helps drive
operational excellence through process
improvement as well as new sources of
growth across the industry value chain.
Interestingly, the marketing of
innovation as a source of value has
not received substantial interest
from either suppliers or buyers in the
industry. Nevertheless, joint market
development is clearly an important
activity, because it can help companies
better align R&D with demand through
the value chain.

Figure 13. Buyer satisfaction with the rate of innovation provided by suppliers.
Buyer question: How satisfied are you with the rate at which innovations/
new products are being provided by suppliers?
Total replies by buyer location
China (76)
Europe (139)
India (47)
North America
(153)
0%

20%

40%

60%

80%

100%

0%

20%

40%

60%

80%

100%

Total

Disappointed

Satisfactory

Delighted

Number of responses = 523 buyers
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Sustainability
The opportunities beyond compliance

Sustainability is an increasingly vital
issue, but in general, the research
shows it is not as important as cost
considerations are for industry buyers
(see Figure 14). When they do consider
it, buyers are primarily interested in
energy efficiency (0.83), materials
efficiency (0.82) and reductions in
waste (0.78), and less interested
in social and safety issues (0.71),
emissions reductions (0.71) and
product stewardship (0.67). Buyers
expect these things, but are not willing
to pay extra for them. And those
expectations are not always being met:
Less than 20 percent of buyers report
that they are highly satisfied with
their suppliers’ performance in the
sustainability arena.

Figure 14. Sustainability needs from buyers’ and suppliers’ perspectives.
Energy efficiency

0.83
1.13

Materials efficiency

0.82
1.12

Waste/water consumption reduction

0.78

Social/safety aspects

0.71

Emission reduction

0.71

Product stewardship

0.67
0.75

1.16

1.01

0.84

1.0
Buyers

Suppliers

Number of responses = 523 buyers and 541 suppliers
Ranking relative to price, where price = 1.0
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For chemical companies and
manufacturers, energy efficiency tops
the list of important sustainability
issues (see Figure 15). Retailers, on the
other hand, have a pronounced interest
in energy efficiency and the safety and
social aspects of sustainability. This
interest may be due to the negative

press retailers have experienced in the
past around social issues, such as child
labor problems.
In terms of business models, feedstock
foundation companies see energy
efficiency as being equal to price
in importance—something to be

expected where large-scale operations
and low-cost competition make
such efficiencies pay off. Chemicals
platform companies, on the other
hand, view energy efficiency as 37
percent less important than price,
while market makers see it as 45
percent less important (see Figure 16).

Figure 15. Sustainability needs across the value chain.
Total replies by value chain
Chemical companies (177) Manufacturers (241)

Retailers (17)

Energy efficiency (sustainability)

0.76

0.91

1.05

Materials efficiency

0.72

0.88

0.84

Waste/water consumption reduction

0.76

0.85

0.55

Social/safety aspects

0.63

0.82

Emission reduction

0.63

0.81

0.83

Product stewardship

0.66

0.63

0.49

1.0

1.13

1.0

1.0

Number of responses = 523 buyers
Ranking relative to price, where price = 1.0

Figure 16. Sustainability preferences by chemical business model.
Buyer question: What aspects of sustainability matter most to you?
Energy efficiency (sustainability)

0.76

Materials efficiency

0.72

Waste/water consumption reduction

0.76

Social/safety aspects

0.63

Emission reduction

0.63

Product stewardship

0.66

Total replies by value chain

1.0
Feedstock foundation (55)

Chemicals platform (64)

Market maker (40)

Energy efficiency (sustainability)

1.00

0.63

0.55

Materials efficiency

0.81

0.76

0.60

Waste/water consumption reduction

0.84

0.68

0.62

Social/safety aspects

0.68

0.71

0.49

Emission reduction

0.69

0.68

0.52

Product stewardship

0.82

0.50

0.55

Number of responses = 177 chemical company buyers
Ranking relative to price, where price = 1.0

1.0

1.0

1.0
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In North America and Europe, buyers
consider sustainability to be important,
but not a differentiator. In China
and India, sustainability issues are
given more weight, but they are still
trumped by price when it comes to
buying decisions. At the same time,
suppliers in these countries appear to
be missing heightened buyer interest in
waste/water reduction among Chinese
companies, and for emissions control
among Indian companies—which
indicates opportunity for suppliers that
can help in those areas (see Figure 17).

Figure 17. Sustainability preferences by region.

Total numbers of buyer responses

Total number of supplier responses

Buyer

Number of
responses

Supplier

Number of
responses

North America

153

North America

182

Europe

140

Europe

147

China

76

China

93

India

46

India

31

Buyer question: What aspects of sustainability matter most to you?
Supplier question: What aspects of sustainability matter most to your customers´ business?
Total replies by buyer region
North America

Europe

India

China

Energy efficiency

0.67
0.99

0.78
0.89

0.97

Materials efficiency

0.75
1.07

0.71
0.87

0.95

Waste/water
consumption reduction

0.61
0.64

0.72
0.85

0.83
0.6

0.86
1.16

Social/safety aspects

0.7
0.96

0.69
0.76

0.76
0.78

0.65
1.01

Emission reduction

0.68
0.69

0.63
0.95

0.61
0.78

0.99
0.84

Product stewardship

0.56
0.97

0.64
0.78

0.82

1.0
Buyers

Suppliers

Ranking relative to price, where price = 1.0
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1.0

1.0

1.56

0.96
1.13

1.5

0.89
1.12

1.43

0.59
0.75
1.0

Overall, buyers’ perceptions of the
value of sustainability appear to be
driven predominantly by compliance
concerns, along with an interest in
quick-win benefits. For the short term,
this outlook clearly makes sense. But
the research indicates that there are
potential benefits to broadening the
agenda and exploiting opportunities
for value pricing when the offerings in
question deliver energy efficiency and
other significant social/safety aspects.
These possibilities again point to the
importance of segmentation and
differentiation; while the fundamental
hygiene factors around product safety
and basic sustainability need to be
met, companies that can move beyond
the traditional, narrow compliance
agenda to incorporate sustainability
into the core business may have an
opportunity to increase sales and
market share.

The industry needs to prove that the
sustainable aspects of doing business
really help customers. Sustainabilityrelated aspects of nonproduct,
nontechnology issues such as REACH
registration in Europe can help to
make a difference for customers
of chemical companies and make
customer relationships more robust.
And finally, if it can be demonstrated
that the total product and service
mix improves energy efficiency, which
is the sustainable solution, it can be
safely assumed that customers would
be willing to pay for that.
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The supplier-buyer disconnect
From customer insight to action

The research found some significant
discrepancies between the views of
buyers and suppliers, which show that
in some ways, there is a disconnect
between chemical companies and
their customers. That disconnect may
be behind one of the more troubling
findings: Only 26 percent of buyers
in the survey said they were highly
satisfied with their suppliers’ overall
performance (see Figure 18).

Figure 18. Degrees of satisfaction by business model.
Buyer question: Satisfaction with suppliers´ quality and performance?
Total responses of chemical companies
Chemical company (177)
Feedstock foundation (55)
Chemicals platform (64)
Market maker (40)
0%
Delighted
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Satisfactory

20%

40%

60%

80%

100%

In general, suppliers and buyers
differ on their view of price, and
its relation to other buying factors.
Overall, suppliers saw 26 factors as
being more important than price;
buyers, on the other hand, only
ranked nine factors higher than price

(see Figure 19). In addition, suppliers
tend to rate nonprice factors higher
in relative importance. For example,
both groups ranked product quality
and performance at the top of the
list. But among buyers it earned an
index number of 1.26, indicating

that it is more important than price.
But that ranking is significantly
lower than the suppliers’ 1.80—a 43
percent difference in the two groups’
perceptions.

Figure 19. Buyer and supplier values: how they compare and differ.
1.0
Product quality and performance
Innovation that improves reliability/quality

Most important buyer values

Reliability of supply
Quality of complaint resolution
Management to prevent issue recurrence
Stability of supplier
Customer support
Breadth of technical knowledge
Innovation focused on cost reduction
Price

Product quality and performance
Innovation that improves reliability/quality
Customer support
Breadth of technical knowledge
Reliability of supply
Management to prevent issue recurrence
Quality of complaint resolution
Delivery speed and response
Customer service and collaboration
Customization around delivery
Innovation focused on cost reduction
Time to complaint resolution
Customization around support
Stability of supplier
Innovation (products, services, talent)
New materials innovations
Quality and knowledge of salespeople
Customized product specifications
Relationships
Technical info access (e.g., via phone, online)
Customized product design
Investments around clean technologies
Innovation improving functionality/features
Order placement
Higher efficiency of existing equipment
Materials efficiency (sustainability)
Price

Buyers

Suppliers

Number of responses = 523 buyers and 541 suppliers
Ranking relative to price, where price = 1.0
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Similarly, customer service and
performance was 0.91 for buyers (that
is, less important than price) and a
price-topping 1.17 for suppliers—a 29
percent difference. And relationships—
again, a factor deemed less important
than price by buyers—was ranked 31
percent higher by suppliers, compared
to buyers.
The picture that emerges is one of
suppliers not just missing the mark
in understanding what customers
want, but often “over-delivering” by
emphasizing low-impact factors. In the
effort to please customers, chemical
companies will often focus on and
invest in areas such as increased
technical service, knowledgeable
salespeople and collaboration. These
are important, but customers are
generally not willing to pay extra
for them—and that is especially true
when the highly valued basics, such as
product quality and supplier reliability,
are not in place.
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What comes next
Overall, the Accenture Global Customer
Preferences Study for Chemicals has highlighted
a number of areas where traditional chemicalindustry practices no longer fit with the needs
and perspectives of buyers. These findings, in
turn, indicate that executives can benefit by
questioning some of their assumptions about
what buyers want.

A traditional view for some in the
industry has been that “it is all about
price.” Yet the research shows industry
buyers consider factors such as
product quality and supplier reliability
to be significantly more important
than price. On the other end of the
spectrum, companies often deal with
differing customer needs by simply
over-delivering across the board—
an approach that is not especially
effective or sustainable. The right path
lies somewhere in between.
First and foremost, the research shows
a clear opportunity to leverage the
principles of operational excellence
to deliver quality products and
serve customers reliably and costeffectively. But not all customers
want, or warrant, the same levels of
quality and service.
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It is also clear that the primary
research and development that
much of the industry is engaged in
needs to be more closely directed
at actual customer needs—and that
the marketing and sales efforts
around those innovations can be
enhanced and focused. For a number
of companies, R&D in recent years
has not paid off as well as was hoped.
Delivering the right innovations will
often require greater collaboration
with customers, and a recognition
that suppliers and buyers live in an
increasingly interdependent world
when it comes to innovation. For
chemical companies, delivering
innovation simply means exploiting
growth opportunities with a concise
understanding of the drivers of
demand and the different roles in the
value chain in mind. Market success
might well be about new products,
but it needs to be ultimately grounded
in robust demand stemming from
currently unmet needs.

All of these findings point to the
need for better segmentation—an
improved ability for suppliers to
understand nuances and differences
among their customers, and to tailor
offerings and interactions accordingly.
Without segmentation to understand
what customers value and do not
value, companies are forced into a
blanket approach that leads to overdelivering on offerings—or to missed
opportunities to leverage their ability
to meet specific customer needs.

A blueprint for
customer-smart
chemical companies
Getting closer to customers while at
the same time engaging in a mutually
beneficial exchange of value is a
key imperative for customer-smart
companies. Serving different customer
segments with offerings that are
aligned with customer needs and
the customer’s willingness to pay is
essential. Experience has shown that
the ability to do so consistently can
typically unlock significant business
value in terms of lower cost-toserve and better margins, as well
increased share of supply. Thus,
chemical companies can benefit from
strengthening their capabilities in
areas such as:
Managing and growing the
customer base.
Chemical companies have yet to
reap the benefits of consistent,
effective customer relationship
management. Companies that use
customer relationship management
as an integrated marketing and sales
management instrument can be in
position to grow in tandem with
their customers while capturing
the maximum value from standard
transactions. This approach requires
not only process and system support,
but also an improved collaboration
between marketing, sales and service
on the basis of revitalized skill sets. For
example, a leading chemical company
has established a global marketing
and sales academy that builds critical
skills and collaboration know-how
to take advantage of integrated
marketing processes. This effort has
resulted in market-share growth as
well as consistent and more profitable
customer interactions.

Flawless execution and continuous
refreshing of the marketing mix.
Implementing a seamless lead-tocash process is critical to avoiding
margin leakage. Policies around target
and limit prices, order terms (such as
minimum order quantities, commercial
terms and conditions, and delivery
schedules), packaging and technical
service levels need to be hard-wired
into a business-rule management
system that drives all transactions and
minimizes exceptions—and frees up
valuable time for market-development
activities. For example, when a
global manufacturer of specialty
chemicals recently hard-wired its
customer segmentation into clearly
defined business rules that govern
all customer-facing interactions,
the result was sustainable margin
improvements of 40 to 150 basis
points.4
Channel discipline and electronic
collaboration.
Chemical companies have an
opportunity to reenergize their
e-commerce activities and incorporate
Web 2.0 technologies. These
technologies can help suppliers build
innovative new ways to meet customer
needs in a creative, interactive and
secure environment. In addition,
direct sales activities can be focused
on the most promising and valuable
customers and opportunities, which
drive top-line growth and business
renewal. Standard transactions can
be automated and provided at lower
cost, while administrative work is
reduced and sales effectiveness is
increased. This approach helps enable
convenience for buyers and improved
channel costs and coverage for
suppliers. Examples of this approach
can be seen in segment-specific
transactional e-commerce portals,
such as Xiameter®.5

Price and value management.
Product and service differentiation
typically involves additional cost. Thus,
it is critical to be able to understand
customer values, translate those into
segment-specific marketing mixes
and execute on those segments
consistently in customer interactions
to capture value. Price- and marginmanagement processes and systems
can support the tracking of feedstock
prices and service and supply chain
costs—as well as costs associated with
customized deal terms, to name only
a few. And this capability pays off:
Chemical companies that have enabled
their marketing and sales functions
with robust pricing tools have achieved
return-on-sales improvements of 0.5
to 2 percent.6
With a clear view of buying values
in the industry, executives can
shape increasingly customer-smart
companies—organizations that know
what specific customers want, give it
to them reliably and efficiently, and do
so in way that enables both supplier
and buyer to succeed.

4. Company data and Accenture analysis.
5. www.xiameter.com.
6. Company data and Accenture analysis.
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Glossary

About the
authors

The key themes
The key themes discussed in this report
each encompass a number of decisive
buyer values.
Channels and relationships
This theme entails values around
how and through which channels
customers are served. The analysis
also investigated sourcing strategies
(supplier volume, depth and breadth of
service) and the use of e-commerce.
Furthermore, factors such as the
quality of complaint resolution
and customer service, quality and
knowledge of the sales force, and
relationships at senior levels were
investigated.
Innovation
This key theme refers to the ability
of suppliers to support new ideas
and improvements for the customer
company as well as the need profile
of buyers as to which areas they
would like to have most support.
It includes factors such as quality
and extent of technical support, the
degree of collaboration and joint
development, support for innovation
to improve reliability and costs, and
the importance of customization in
offerings.
Product quality and performance
The most highly valued quality
in the eyes of industry buyers.
It encompasses factors such as
consistency of offering, order
placement, tracking and visibility, the
ability to meet specific requirements,
knowledge of the customer’s market,
and ability to serve the customer in
multiple locations. This key theme
extends beyond the core product to
buyer values on inter alia consistency,
technical documentation, packaging,
and formulation support.

Reliability
A fundamental requirement in the
industry that encompasses factors
such as supply reliability, supplier
brand and reputation, delivery
performance, length of lead times,
and minimum-order quantity
criteria, to name only a few. The
analysis specifically investigated
a comprehensive set of reliabilityrelated values to understand the total
perspective buyers have on selecting
and growing suppliers.
Sustainability
Green, environmental and social
aspects of the buyer-supplier
interaction. Narrowly construed, this
key theme is focused predominantly
on compliance and safety regulations.
The broader view, which was also
investigated in this research, includes
factors such as preference given to
green suppliers, plans for enforcing
sustainability criteria, and willingness
to pay more for sustainability
(services).
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