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Much has been written about the 
advantages Private Label products 
enjoy. Often characterized as “unfair 
advantages,” national brand marketers 
cite guaranteed access to preferred 
shelf space, no slotting fees, extra low 
cost of goods, look-alike packaging and 
a host of lesser evils as the reasons for 
private labels’ rise. But we beg to differ.

The principal reason national brands 
have lost up to 30% share of major 
categories is because retailer brands 
have grown under the ideological cloak 
of “private label.” 

Stop calling it “Private Label” 
Coined by marketing professionals to 
refer to multiple retailer brands as a 
class and fueled by retailers reluctant 
to have too much known about their 
own brands, the characterization of 
“Private Label” as a single number 
in syndicated databases is the most 
prominent national brand vulner-
ability. 

Simply put, our premise is that these 
databases have gained such impor-
tance in the brand marketers’ world of 
keeping score that they are an accurate 
reflection of how markets, categories 
and competition are viewed. In short, 
syndicated databases reflect the indus-
try’s blindspot – there are no retailer 
brands – there is only “Private Label.” 
  

To be sure, the number of lines of data 
tracking every retailer brand would add 
to a market report is an issue, particu-
larly at the national level. But what 
marketer is content to simply see a 
subtotal called “Regional Brands” at the 
market or national level? Why is it that, 
even at the account level, we do not 
see Safeway Select™ and Ann Page, but 
rather simply “Private Label”? 

The ability of retailers to build brands 
should not be underestimated. While 
Sears may be past their glory days, the 
brands of Kenmore® and Craftsman® 
still have strong consumer equity. Wal-
Mart has built Ol’Roy® into the best 
selling pet food brand. In Europe, store 
brands are often category leaders. 
Other retailers are learning from these 
examples and are improving their brand 
building efforts.

So the first thing national brand 
marketers must do to effectively 
address the growth of Private Label 
is to abolish the term. Identify the 
critical retailer brands with which 
you must compete and treat them just 
like any other meaningful competitor. 
Track them by name (if the retailer will 
allow the syndicated data supplier to 
do so) just as you do major regional 
competitors. Then go to market against 
the retailer brand offerings you most 
closely compete with.

 

Marketing Against  
Retailer Brands
BY BEN BALL 

For almost three decades now, the producers and marketers of 
national brands have been watching an ever rising tide of private 
label products sweep onto the scene. Nearly aborted in the U.S. in its 
infancy by an ill conceived and ill fated “low price and lower quality” 
strategy during the recession years of the seventies, private label has 
matured into a broad range of retailer owned brands with positionings 
ranging from extreme value to super premium. So what is a national 
brand marketer to do?
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Fight like a Brand! 
Wage a classic battle for the hearts and 
minds of the consumer.

The great equalizer in this equation 
is the same for everyone, it is the 
consumer. While Safeway Select™ 
may enjoy certain advantages, the 
brand marketers at Safeway still have 
to convince consumers to buy their 
brand versus yours on every single 
purchase occasion. The same purchase 
dynamics that apply to other brands in 
the consumer’s decision apply to the 
retailer brand, although the retailer 
brand may choose to play those 
dynamics quite differently than you do. 

Now that we have identified retailer 
brands as a competitor, how do we go 
to market against them? Let’s start by 
cataloging the actual advantages and 
disadvantages retailer brands have.

The first thing retailer brands have is 
relatively unfettered access to shelf 
space – but only in their own stores. So, 
in any given market, national brands 
have more potential access to the 
consumer than any one retailer brand 
does. 

Advantage: It depends. Assuming the 
national brand has either the consumer 
demand or the money to garner distibu-
tion in all outlets across the market, the 
advantage in terms of consumer access 

should go to the national brand.

Another advantage that is assumed to 
go to retailer brands is lower landed 
cost of goods. While this is often true, 
it is generally not due to lower direct 
manufacturing costs. In fact, most 
retailer brands are sourced from either 
the national brand manufacturers 
themselves or from smaller specialty 
manufacturers who don’t have the 
purchasing leverage of the big guys. 
Due to the fact that each product 
manufactured for an individual retailer 

represent a unique sku requiring a 
different label, the logistics of manu-
facturing and inventory control issues 
are far more complex for these brands.  
Where the retailer brands gain their 
advantage is in the indirect cost 
burden most national brands have to 
bear. Whether driven by higher over-
heads, more expensive manufacturing 
processses or greater R&D investment, 
the fact is that a retailer brand can 
of peas will land on the shelf with a 
lower cost of goods than what typi-
cally shows up on the national brand 
marketer’s P&L for a product of compa-
rable quality.

Advantage: In terms of landed cost 

of goods, the advantage goes to the 
retailer brand.

An advantage in lower landed cost of 
goods usually translates directly to 
lower retail prices. We say “usually” 
because part of that cost advantage can 
find its way into profit margin and it 
often does. The critical decisions the 
retailer brand must make are “which 
national brand do we price against?” 
and “how much lower than the national 
brand do we go?” That is not to say 
that the national brands do not have 
options however. 

Manufacturers can use marginal 
capacity to introduce lower priced 
“fighter” or “value brands.” They can 
even sacrifice margin and (try to) roll 
back retail prices on their premium 
brands. Temporary price promotion 
is certainly an option, particularly 
extended TPR or “roller” programs, but 
one we will leave to a later discussion.

If the retailer has a tiered brand 
strategy in your category, segregate 
them by their price/value positioning, 
recognizing that a premium private 
label may still not carry the same price 
per unit as your brand. Manage price 
gaps carefully against the retailer’s 

most directly comparable brand. 

Legally, the retailer controls all pricing 
in the store. Manufacturers cannot 
dictate retail pricing or margins. But 
manufacturers can dictate the price 
at which they offer their goods in the 
market and then let competitive forces 
between retailers and formats come 
to bear. By narrowing the cost gap 
between the national brand and the 
store brand, manufacturers can also 
largely eliminate one of the key  
reasons retailers enter categories 
with their own brand: improved gross 
margins. Lack of a gross margin 
advantage has made it impractical for 
retailers to introduce store brands in 
many categories. 

Advantage: Ultimately, the retailer has 
control of the price comparison your 
consumer sees at that critical moment 
when they stand in front of the shelf in 
that store. In terms of retail pricing, the 
advantage goes to the retailer brand.

Superior marketing support is gener-
ally assumed to be the purview of the 
national brands. Part of the higher 
prices they charge are reinvested in 
advertising and promotion dollars. And 
most major national brands do invest 
more than the comparable retailer 
brand, particularly in advertising. 
However, many second tier or regional 
brands cannot or do not reinvest, 
severely handicapping themselves 
in the battle against retailer brands’ 
advantages. 

Almost all brands are investing a much 
higher percentage of their marketing 
budgets in temporary price promotion 
(trade spending) than ever before. The 
effectiveness of this spending is ques-
tionable (particularly when not accom-
panied by Feature and Display support) 
and retailers often thwart the strategy 
with what we call “shadow promo-
tions”– reducing the retailer brand 
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price to maintain the price gap – some-
times using a portion of the national 
brand trade dollars to fund it. Worst of 
all, dollars spent to temporarily reduce 
price gaps versus competitive retailer 
brands are no longer available for 
brand building activities.

More retailers are investing in brand 
building programs now as they realize 
that they can build strong consumer 
brand franchises with products that 
offer benefits beyond just lowest price. 
Although retailers operate on much 
thinner margins than manufacturers 
do, they can source monies for brand 
building through slotting allowances, 
national brand trade allowances not 
passed through, feature advertising 
profits and a host of lesser manufac-
turer funded pools.

The upside for retailer brands in brand 
building activities that take place in-
store is that everything costs them 
practically nothing. Any activity that 
is broadcast to the entire market has 
a disadvantage in that it can only be 
amortized over sales that take place in 
their own stores. National brands can 
amortize the same spending over sales 
in all outlets in the market, theoreti-
cally a higher number. 

Advantage: This one is not nearly as 
clear as it used to be, but assuming the 
national brand is still investing in the 
consumer as they should, the advan-
tage in marketing support goes to the 
national brand.

Differentiation is at the heart of brand 
building, a traditional advantage for 
national brands in that their spending 
is typically focused on building a 
strong consumer presence for one 
brand in one category. For example, 
Dove® spending is concentrated 
entirely on building a positive image 
for soap, while Safeway Select® may 
umbrella over hundreds of items in 

multiple categories in the store. It is 
much harder to combat a meaningful 
differentiating message in any given 
category for the retailer brand.

There are two growing pitfalls for 
national brands that can cost them 
their traditional advantage in differen-
tiation. The close-in threat is retailer 
brands (and other second tier brands 
for that matter) that rapidly mimic 
national brand product innovations. 
Obviously, the less physical differentia-
tion there is in the brands, the harder 
it is to maintain some kind of image-
based differentiation with consumers. 

The second threat is retailers who 
manage to “brand” a lifestyle. Good 
examples are Whole Foods® and Trader 
Joe’s®. Both of these retailers have co-
opted an attitudinal positioning that 
can be spread across a wide range of 
products. By doing so they have gained 
the ability to leverage one differenti-
ating message across a whole range of 
products. As an example, Whole Foods® 
communicates the “all natural” message 
of the Organic 365® brand throughout 
the store. 

Advantage: For now, differentiation 
stays with the national brands as well. 
But for how long is largely dependent 

on how well the national brands execute 
against our final advantage – innovation.

Innovation is still the key to achieving 
meaningful, sustainable differentia-
tion. It is still the purview of national 
brands (at least in the U.S.) but a series 
of interdependent factors put this all 
important advantage at risk. Innovation 
costs money, and that money has to 
come from somewhere. Traditionally 
that source has been the superior 
margins available to national brands. 
Now a number of things threaten that 
investment, including EDLC strate-
gies, increased trade spending and the 
demands of Wall Street. 

Less money to spend on innovation 
means the innovation we can afford is 
less significant. Less significant inno-
vations reduce differentiation and are 
easier to copy quickly. Knowing that 
the competitive advantage gained is not 
sustainable discourages national brands 
from investing heavy marketing dollars 
behind the innovation with consumers. 
It also encourages manufacturers who 
produce both national brands and 
private label to yield to pressure to add 
those benefits to their retailer brands 
more quickly.  
 

Marketing Against Retailer Brands
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Advantage: As with differentiation, we 
see innovation going to the national 

brands, but at risk.

Choose your battlefield 
Every good book on military strategy 
talks about the importance of choosing 
your own ground for battle or, if you 
can’t choose it, at least knowing it like 
the back of your hand. 

In the battle for share of consumer 
dollars, the battleground is rapidly 
shifting into the store. Fragmented 
media; death of the “mass market”; 
power shifts to larger retailers; what-
ever the reasons this is happening, 
managing where the battle is fought 
is the single most important strategy 
element for national brand marketers 
– and the answers are not easy. 

To make things a little simpler, think 
of the battlefield as having two parts, 
inside the store and outside. The battle 
inside is about shelf presence and price 
value. The battle outside is about brand 
awareness and image with consumers. 

As the battle inside the store heats 
up, available resources are siphoned 
off from the battle outside. And when 
the battle moves inside lesser brands, 
including retailer brands, gain a lot of 
leverage. Therefore, national brands 
should keep the battle outside the store 
to the maximum extent possible.

Of course, national brands can’t afford 
to give up the key in-store battleground 
completely. Abandoning the field guar-
antees a speedy death. The best strategy 
is one of “share equilibrium” which 
is just a fancy way of saying that the 
conditions in the store (including price 
differential of course) are balanced 
enough that a consumer who is predis-
posed to your brand when they come to 
the shelf won’t change his or her mind 
based on what they see when they get 
there. 
  

The “share equilibrium concept” is 
easy enough to understand, but how 
to achieve that state for your brand is 
hard to figure out. The environment 
is certainly different by retailer, and 
often by category as well. Marketing mix 
models can be helpful, but the critical 
things to know, such as the impact of in-
store merchandising type and promoted 
price gaps, can often be understood 
with a less costly and complex merchan-
dising effectiveness and efficiency (MEA) 
analysis. 

The complexities of share equilibrium 
notwithstanding, suffice it to say that 
the more brand equity you can build up 
before the consumer reaches the shelf 
the better.

Protect your flanks 
Because innovation is so expensive and 
market forces are pushing brands to 
the “great gray center,” maintaining any 
degree of differentiation is paramount 
for the national brand. The truth is that 
as brands lose differentiation, national 
brands lose. 

Protect the brand in every way you 
can. Product patents. Process patents. 
Trademark brand names, packaging 
and other modes of “trade dress.” Copy-
right all trade materials and key selling 
phrases. Pay particular attention to 
protecting your package design. It is 
your last, and most important, line of 
communication with consumers at the 
shelf. 

Make sure your “innovation” is truly 
differentiating and meaningful with 
consumers. The battle for shelf space 
and the need to achieve quarterly 
numbers by filling the pipeline with line 
extensions have done serious damage 
to marketer’s perception of innovation. 
We suspect more money has been spent 
on researching the consumer reaction 
to “lemon-lime” versus “lemon” than has 

ever been made from launching them 
side-by-side.

Ruthlessly drive unnecessary costs  
out of your business process. Study  
and apply “the virtuous cycle” of 
cost reduction reinvested in process 
improvement to generate even more 
efficiency. Spend some of the resulting 
margin in R&D, some in more process 
improvement, but spend most of it in 
brand equity building activities with 
the consumer. Ultimately, that is the 
only path to profitable survival for the 
national brand. v

The Keys to Battling Private  
Label are:

1. Stop calling it “Private Label”  
These are brands that happen to be owned 
by retailers. Nothing less. “National brand” 
manufacturers have done themselves a 
great disservice by thinking of retailer 
brands as a collective third class entry. 

2. Fight like a Brand! 
Stop worrying about disadvantages real 
and imagined. Deliver unique benefits 
through superior innovation and brand 
them through superior differentiation and 
communication.

3. Choose your battleground 
Keep the battle outside of the store 
as much as you possibly can. Build as 
much brand equity as possible before 
consumers reach the shelf. Then try 
to keep the playing field in-store level 
enough to let that equity work for you.

4. Protect your flanks 
Insulate your brand in every way possible. 
Gain patents, trademarks and copyrights. 
Protect intellectual capital. Most impor-
tant, drive your processes to true “low 
cost producer” status – then invest that 
margin in brand building communication 
and additional R&D...not just short-term 
profits.

           I N F O  A N D  I N S I G H T S
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Wal-Mart, 14% in the value channel, 
13.1% in club stores excluding Sam’s, 
12% in drug stores and 5.6% in mass-
market retailers excluding Wal-Mart. 
The projections for the subsequent 
five years, which were based largely on 
growth plans for each channel, showed 
that these trends would continue.

But the projections went an important 
step further by breaking out the growth 
in category sales. The real surprise 
from the research was that Wal-Mart’s 
overall growth as a channel was huge 
but within Wal-Mart the category growth 
was much lower. The real category 
growth came in a channel that in and 
of itself was not that obvious, the value 
channel. Making assumptions about the 
category based solely on the channel 
growth would have been misleading. 
DHC’s detailed research and analysis 
went a step further and looked at the 
category within the channel, resulting in 
a real “Aha!” moment that helped show 
which channels would drive category 
growth.

The study further predicted that the 
convenience channel would decline as 
food, mass and club outlets open gas 
stations on parking lot perimeters and 
that club stores had reversed the recent 
slowdown in their rate of expansion and 
would be adding stores at a rapid rate. 
Finally, the existing anemic growth rate 
of grocery stores was projected to drop 
even further in the coming years as the 
emerging channels continued to attract 
customers. In summary, the study 
projected growth rates for category 
sales over the next five years of 13% in 
the value channel, 6.2% in club stores 
excluding Sam’s, 6.0% at Wal-Mart, 6.0% 
in drug stores, 5.0% in category super-
stores, 2.5% in the mass market channel 
excluding Wal-Mart, 2.3% in the military 
channel, -0.3% in convenience stores, 
and -0.5% in grocery stores.

 

Research identifies emerging 
channel sales trends 
DHC began the project by performing 
research to get a better understanding 
of category sales trends in emerging 
market channels. DHC consultants 
identified eight different channels with 
substantial category sales including 
grocery, mass market excluding Wal-
Mart, drug, convenience, value channel 
(dollar stores), military, club, and 
category superstores. Since traditional 
data providers were focusing on limited 
channels and not capturing shifts in 
category dynamics, DHC researchers 
used non-traditional sources to under-
stand recent trends and make future 
projections. Some of the companies 
driving the new channels were public, 
so the researcher collected informa-
tion from their public filings on store 
growth and strategy. They used their 
client’s shipment data to develop an 
understanding of what share category 
sales represent in these other channels. 
In addition, they used several innova-
tive and proprietary methods to better 
understand category sales in all eight 
of the channels mentioned above. For 
each channel DHC consultants deter-
mined compound annual growth rates 
(CAGRs) over the past three years and 
projected CAGRs over the next five 
years both for overall sales and for the 
category.

The results of this research were 
striking. They showed that large super-
market store counts have been essen-
tially flat over the five preceding years 
and that sales were increasing at a rate 
only slightly higher than inflation. On 
the other hand, the study showed much 
higher rates of growth in the emerging 
channels. The study showed that total 
channel sales in grocery stores had 
risen at an annual rate of only 1.2% 
over the three years preceding the 
study while sales had risen by 15% in 

Packaged Goods Manufacturer 
Revamps Strategy to Penetrate 
New Channels

At the time this project was initiated, 
the manufacturer was a market leader 
in the grocery store channel, which 
then generated over 90% of category 
sales. Management recognized that 
changes were afoot but had limited 
visibility because the traditional syndi-
cated data providers did not track 
the new channels. The data providers 
reported on results from food, mass 
and drug channels only, and their 
reporting indicated the manufacturer 
was continuing to gain market share, 
even though sales growth was slow 
or nonexistent. Management was 
aware of the emergence of new chan-
nels such as mass-market outlets and 
category superstores but was reluctant 
to devote resources required to pene-
trate these nontraditional channels in 
the absence of credible sales projec-
tions or even reliable current sales 
estimates. In addition, having never 
worked with these newer channels, 
management had little information on 
what would be required to penetrate 
these channels even if the decision had 
been to go after them. Management 
made the decision to hire DHC because 
of DHC’s expertise in defining business 
opportunities in new and established 
markets and developing strategies to 
win in those markets. 

DHC’s approach consists of:

1. leveraging insight into future  
 market needs 

2. redefining competitive market  
 dynamics 

3. designing innovative ways to  
 apply resources to the target  
 market.
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Taking advantage of the trends 
Having pointed out the opportunity, 
DHC developed recommendations 
on how to penetrate the high-growth 
markets identified by their research. 
Wal-Mart, the clubs, category super-
stores and the value channels operate 
in very different ways from the grocery, 
drug and convenience store channels 
that the manufacturer had dedicated 
itself to serving in the past. Wal-Mart, 
obviously, requires very low costs as 
well as compliance with the retailer’s 
efficient supply chain practices. The 
club stores are looking for a large 
package size at a very low cost. The 
category superstores typically prefer a 
unique product to differentiate them-
selves from the mass-market outlets. 
While a large portion of the manu-
facturer’s sales had previously gone 
through brokers, the newer channels 
prefer to deal directly with the manu-
facturer. It was apparent that the manu-
facturer needed to retool their product 
offering, sales force, marketing strategy 
and even reevaluate their organization 
in order to be successful in selling to 
the channels that DHC’s research iden-
tified as the key growth areas for the 
next five years.

DHC helped to develop a plan to 
penetrate these channels, which, even 
though they had limited category sales 
at the time of the study, were headed 
for a period of substantial growth. 
Share targets were established for each 
channel by year and a roadmap for 
achieving the targets was developed. 
Key elements of the roadmap included 
categorizing each channel by type 
of growth expected over the plan’s 
lifespan. Channels were classified as 
aggressive, tactical, or developmental 
and corresponding investment and 
asset allocation plans were developed. 
The study recommended retooling the 
manufacturer’s entire organization to 

become better equipped to deal with 
the needs of the new channels. The 
overriding goal was to develop a busi-
ness planning process that identifies, 
validates, and responds to opportuni-
ties in a timely entrepreneurial fashion.

Driving organizational change 
One of the first priorities was to 
develop speed to market as a core 
competency. A second priority was 
maximizing growth opportunities at 
Wal-Mart and the other rapidly growing 
non-traditional channels. The specific 
recommendations included building a 
dedicated staff to call on these accounts 
and better coordination between sales, 
marketing, finance, and manufacturing 
in order to meet the special needs 
of the new channels. As a method of 
encouraging a collaborative planning 
environment, DHC recommended some 
changes in the metrics that people are 
measured against, such as evaluating 
manufacturing not just on its efficiency 
but also customer satisfaction. “The 
scorecard needs to be updated to reflect 
the higher-level goals of the organiza-
tion,” DHC stated.

These recommendations were embraced 
by the top management of the manufac-
turer. Based on the recommendations, 
the manufacturer has restructured 
their sales organization and redeployed 

existing resources to take full advan-
tage of the opportunities in emerging 
channels. New products were developed 
to enter the growing premium segment. 
The manufacturer also developed new 
package sizes that helped to penetrate 
the club market. Balancing the need for 
servicing the new growth channels with 
profitability has proven challenging, 
but awareness of the issues involved 
has helped the manufacturer deal with 
them effectively. The result is that the 
manufacturer has become a major 
player in most of these new markets 
and has continued to drive significant 
annual sales increases even as sales in 
traditional markets have declined to 
less than half of the category total.

The lesson of this case history is 
that with new channels continuing to 
emerge at a faster rate than ever before, 
every consumer goods supplier needs 
to look five years into the future on a 
regular basis. The approach described 
here makes it possible to understand 
what’s going on in the market today, 
what that means to its future, and what 
steps need to be taken to continue to 
drive sales increases. v

NEW CHANNEL STRATEGY

Channel 
Analysis

Channel
Sales 
Research

Penetration
Strategies

Growth
Projections

Optimize
Organization &
Product Mix
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The failed promise of ERP 
One of the more significant tech-
nology trends of the past ten years 
has been the widespread implementa-
tion of Enterprise Resource Planning 
(ERP) systems. ERP implementations 
were sold as the ”silver bullet” – the 
way to take performance to a higher 
level by integrating all critical busi-
ness processes under one technology 
umbrella. Millions of dollars in savings 
were promised.

So, has the installation of ERP systems 
lived up to these great expectations? 
In most cases, no. It is estimated that 
up to 70%1 of ERP implementations 
were considered to be failures in some 
way and have serious issues with time 
and cost overruns, and shortfalls in 
functionality. Many installations have 
simply been abandoned after signifi-
cant investments. 

On the other hand, many ERP instal-
lations have resulted in significant 
cost savings. The majority of these 
savings have been realized due to 
overhead reductions and cost cutting. 
Unfortunately, it is estimated that up to 
two-thirds of the potential cost savings 
due to ERP implementation have not 
been achieved. The majority of the 

unrealized cost savings lie in process 
improvements – improving the ways 
things are done, and taking advantage 
of the knowledge that can be developed 
and shared with effective automation. 

And this is where ERP systems have 
often fallen short. A system designed to 
do all things can rarely do all of them 
well. When it comes to specific busi-
ness processes that must be re-engi-
neered to maximize business results, 
supporting ERP functionality is often 
lacking. If you are running a sales orga-
nization, however, that functionality is 
exactly what you need to drive higher 
levels of performance.

There are numerous reasons for the 
shortfalls in system functionality, 
but two of the most important are 
complexity and a failure to under-
stand critical business require-
ments. Complexity is inevitable when 
designing a system that attempts to 
span across all departments and func-
tions of an organization. This broad 
approach also contributes to the failure 
to clearly understand how to develop 
a system that does everything well. 
ERP systems have typically evolved 
out of one specialized area, such as 
accounting or contact management. 

Use of Customized Software 
Tools Expected to Grow
BY DAN GRAHAM and PAUL DELKE

One of the challenges we all face is constantly striving to accomplish 
more with fewer resources. A key to doing more with less is the effec-
tive use of technology. But to be effective, technology must have 
the right functionality – it must work the way your business works.  
Tapping into the idle power of your existing resources – both people 
and software – is a great way to drive sales productivity to a higher 
level, and many organizations are doing just that. They are using the 
knowledge of their human resources to get their processes right, and 
then developing custom software applications by leveraging the power 
of technology they already own to provide time-saving automation.

ABOUT THE AUTHOR  Dan Graham is Vice President of Dechert-Hampe & Company based in our San Juan 
Capistrano, California office.  Prior to joining Dechert-Hampe, Dan was Director, Category Management 
at the Von’s Company.  Paul Delke is a partner for Talon Computer Associates, a custom software 
development company.  He specializes in Microsoft Excel and Office development and has programmed 
solutions for many of the Fortune 500 Companies. 
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The resulting system is then usually 
very good in that particular area. 
Unfortunately, since the ERP vendor’s 
knowledge is based on experience in 
that core area, there is often a lack 
of knowledge of how other business 
processes work, and a resulting lack of 
robust functionality and integration in 
many areas. The good news is that for 
most organizations, solutions to this 
shortfall are readily available.

New trend in tool development 
Developing supporting automation for 
sales activities is best accomplished by 
first developing optimized processes, 
and then providing business produc-
tivity applications that support these 
processes. Once the re-engineered 
process has been documented, a soft-
ware solution can be developed to 
automate the process. If you want to 
have the solution closely match the new 
process, sales organizations are finding 
that custom tools may be the way to go. 
A recent report from McKinsey suggests 
that more and more organizations are 
going in this direction.

A survey of 67 CIOs2 indicates that IT 
spending will increase in 2004, but not 
in the same areas that drove spending 
in the late 90s. While 65% of the CIOs 
plan to spend on “Planning internal 
development of new applications,” or 
custom tools, only 19% were “Planning 
implementations of major packages.” 
The fallout from the failure of large-
scale systems to deliver expected bene-
fits has moved the focus to specialized, 
custom applications.

If done properly, there are a number of 
advantages to custom tools. They are 
developed to tightly match business 
requirements and optimized processes. 
They are typically specialized spot 
applications designed to do a limited 
number of very specific things, meaning 
they can be developed relatively 
quickly and at a fraction of the cost of 

a vanilla module for the same general 
purpose from an ERP vendor. There 
is limited risk due to confined scope 
and relatively small budgets. Finally, 
and perhaps most importantly, the 
tool can be developed in an operating 
environment that the end user is very 
familiar with, reducing training time 
and expense. If you want to minimize 
development and training expense, 
leveraging products already owned and 
understood, such as Microsoft® Office, 
should be considered. 

For years, to suggest such an approach 
would have drawn the ire of any IT 
professional. The proliferation of 
Microsoft Excel based “homemade” 
spreadsheets was one of their ongoing 
headaches. It was impossible to control 

the way things were done, there was 
no data integrity, and any work that 
was done individually could never be 
collected for aggregation and review 
centrally. This was just the type of 
environment organizations wanted to 
eliminate with the implementation of 
an ERP system.  

Recent developments, however, have 
made such an approach effective, 
and in many ways attractive. Current 
releases of Microsoft products have 
been greatly enhanced with additional 
functionality, and these products 
have substantial “hidden power” that 
is rarely used. Most people have not 
kept up with the features that have 
been added to each release of Office, 
some of which allow easy and seam-

Real World Applications of Microsoft® Office 

Here are some examples of the types of tools we have developed for clients using Microsoft 
applications:

Promotion Planning and Evaluation –  
Purpose: Development and evaluation of promotional plans. Historical point-of-sale and 
retail conditions data were used to develop expected promotion lift factors, enabling users 
to forecast promotion results, and build an event volume and spending forecast. Events 
were planned with an on-screen calendar, and summary reports provided a recap of total 
planned volume and spending.  Planned events were later evaluated against actual results, 
allowing return on investment to be calculated.  
Outcome: National Office visibility to planned promotion volume, spending and ROI, 
reporting on actual results and greater knowledge of what types of promotions were effec-
tive lead to development of better future promotions and ultimately a greater return on 
promotional spending.

Customer Planning –  
Purpose: Bottom-up, account specific volume forecasting and event planning. Field sales 
were provided baseline sales volume in order to build a sales, trade spending and promo-
tional plan customized for their accounts. Completed plans were aggregated at any desired 
level (by region, division, in total, etc.) to provide an overview of forecasted sales volume, 
product mix, promotional activities and calendars and trade spending.  
Outcome: Ongoing tracking of planned results versus actual volume enabled early identifi-
cation of risks to the business plan, enabling proactive risk management.

Customer & Market Opportunity Identification –  
Purpose: Automated identification of market and customer opportunities based on anal-
ysis of syndicated data and share trends. The tool automatically created customer ready 
PowerPoint charts with smart text based on analytical findings.  
Outcome: More effective and efficient use of sales resources meant less time was spent on 
analysis and more time was spent on selling against the right opportunities.
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less integration with existing corporate 
systems. Microsoft has also committed 
to the development of custom tools 
with their Microsoft Partner Program, 
where they collaborate with and 
support certified development part-
ners. In addition, when development 
is controlled centrally, and “one off, 
skunk works” projects are eliminated, 
there is complete control of versions 
and process. The combination of a 
disciplined development approach, 
Microsoft’s ongoing support, and the 
powerful new functionality can elimi-
nate IT concerns. 

In addition, the Microsoft® Office 
System is installed on over 300 million 
desktops worldwide, meaning it is 
likely an organization already owns 
Office, and their people are familiar 
with the system. Although we work 
in many toolkits, for these and other 
reasons discussed below, we find that 
there is growing interest in developing 
custom tools in the Microsoft suite of 
products.  

Integrating “islands of information” 
At the heart of every enterprise are 
numerous data-driven business 
processes that determine how infor-
mation is to be collected, reported, 
published, shared, and stored. All of 
these data-based processes, including 
sales forecasting, activity planning, 
management reporting, and other 
business activities, influence the way 
organizations collaborate on work, as 
well as how they communicate with 
employees and customers. It also influ-
ences how they store or archive infor-
mation for reuse and retrieval. Effective 
administration, analysis and commu-
nication of this critical data greatly 
impacts the effectiveness and produc-
tivity of a sales organization. 

A major challenge has long been how 
to integrate these various “islands of 
information” within an enterprise into 

the corporate data structure. Once this 
is accomplished, any member of an 
organization can access any required 
data from anywhere within  
the company. Unfortunately, informa-
tion not contained in corporate data-
bases, such as user developed spread 
sheets and business documents, was 
almost always left outside of this 
structure. These disparate databases, 
and the resulting challenges with inte-
grating the critical data required for 
running the business, were one of the 
prime reasons the ERP vision was so 
attractive. 

The new Microsoft® Office System now 
gives organizations the capability to 
tie all these disparate data sources 
together in a simple, powerful and 
comprehensive fashion. In this envi-
ronment, organizations can connect 
the laptop environment to enterprise 
systems and data, provide tools that 
enable sophisticated analysis and 
reporting, and make workers more 
informed and productive. 

“Custom” means solutions that fit 
Custom developed tools can include 
numerous user designed features that 
enable someone like a sales associate to 
initiate processes from within the appli-
cations on their laptop - for example, 
routing a customer promotional plan 
to the national office for review or 
accessing analytical reports. Allowing 
extensive user involvement in the 
design of how a system “works, looks 
and feels” is another big advantage of 
custom development. In our experi-
ence, encouraging extensive end user 
involvement during development, and 
paying attention to what they say, is 
probably the most important predictor 
of a high level of user acceptance for a 
new system.   

Custom solutions are highly flexible 
in nature, while also being relatively 
simple to modify and easy to maintain. 

Custom development can now ensure 
ease of use, functionality that matches 
process, data integrity, validation 
of entries, and ease of deployment 
of solutions. The end result is sales 
productivity tools that can be devel-
oped efficiently, have data integrity 
through links to corporate systems, 
have the specific functionality you 
want, and are accepted and used by  
the Salesforce.

“Now, the best of both worlds” 
How can an organization have the 
best of both worlds; the benefits of 
an ERP backbone and tools with the 
specific functionality critical to effec-
tively and efficiently run their sales 
organization? One solution that many 
organizations are embracing is to use 
their ERP system for what it does best 
– managing large amounts of disparate 
data in one place – and then adding 
customized applications on top of that 
system to meet specific business needs. 
Recent developments in PC software 
packages have made such an approach 
even more attractive. It is now practical 
to leverage the process knowledge of 
your own people and industry experts, 
and then build targeted automation 
tools using the functionality of soft-
ware you already own, the Microsoft® 
Office suite of products. v

1 
The 70-percent failure, InfoWorld    

  (www.infoworld.com)  
2 
The McKinsey Quarterly 2004 special edition

Use of Customized Software Tools Expected to Grow



Many businesses are working to gain a 
competitive advantage and profitable 
growth through a focus on improved 
sales and marketing productivity. Rather 
than list all of the projects we have 
recently completed or are now working 
on, we have selected three projects that 
are representative of what some leading 
companies are doing to increase sales 
and marketing productivity.

Scorecard System
Assignment: A large CPG firm wanted 
to move towards a pay-for-performance 
compensation system using team score-
cards to determine bonus payments. 
DHC was asked to work with their 
internal team to develop and implement 
the new scorecard system. The outcome 
was an incentive system that balanced 
individual accountability and teamwork, 
and rewarded Sales people for achieving 
targets in key business areas. Following 
the establishment of the program struc-
ture, we developed an automated system 
to produce quarterly team scorecards. 
The program has achieved the dual 
goals of rewarding superior perfor-
mance and focusing the Sales team’s 
attention on the key business pressure 
points. 

Promotion Effectiveness
Assignment: A large consumer prod-
ucts company wanted to reduce trade 
spending while minimizing any nega-
tive impact reductions might have on 
merchandising effectiveness. The DHC 
Merchandising Effectiveness ModelSM 
(MEA) was used to conduct a comprehen-
sive evaluation of the company’s promo-
tion practices over a two-year period. 
The result was the identification of a set 
of best practices for promotion effective-
ness and recommendations for where 
and how trade dollars should be spent 
to increase the return on the marketing 
investment. The customer was able to 
cut trade spending by 20% while incur-
ring only a 2% loss in volume.

What Others Are Doing

Organizing for 21st Century  
Sales and Marketing
Assignment: Marketplace dynamics 
and slow growth convinced the senior 
managers of a major manufacturer that 
they needed to reorganize their sales 
and marketing organization. Their goal 
was to create an entirely new organiza-
tion that would increase the return on 
their marketing investment and operate 
more effectively and efficiently in the 
marketplace of today and tomorrow. DHC 
worked with the dedicated internal team 
to assess the productivity of the current 
“Go To Market” approach, re-engineer and 
simplify all of the sales and marketing 
processes, develop a new collaborative 
planning model and completely reorganize 
the sales and marketing departments. 
Within one year speed to market has been 
cut in half, cost of sales has been reduced 
and sales have increased 5% vs. year ago.

Best Practices in Merchandising
Assignment: Masterfoods USA (Mars, 
Inc.), Time Distribution Services (TDS), 
a division of AOL Time Warner, and the 
Wrigley Sales Company, in conjunction 
with Dechert-Hampe & Co. (DHC), have 
been working together to identify ways 
of increasing the productivity of “Front-
End”, check stand merchandising. This 
Front-End Focus study has resulted in 
a comprehensive program of consumer 
research, retailer data analysis and store 
testing across the 25 product categories 
typically sold at the front-ends of grocery 
stores. Eight major grocery chains, repre-
senting more than 5,500 stores and 20% 
of U.S. grocery sales, agreed to partici-
pate in the program. The initial research, 
which included over 1,300 consumer 
interviews in retail stores, identified a $1 
billion industry opportunity for improving 
checkstand sales. A second phase of the 
study focused on the impact of self-scan-
ning technology for retailers and manu-
facturers. For more information on the 
results of this study and specific ways to 
improve consumer shopping satisfaction 
and maximize front-end performance, 
visit www.frontendfocus.com.
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The Viewpoint is designed and produced 
by MossWarner. MossWarner is a sales and 
marketing communications agency 
specializing in business-to-business 
communications for the high tech and 
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