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FINANCIAL SMARTS FOR $AMS: 
FROM PAINFUL TO POWERFUL

Moving from a customer focus to a cus-
tomer-results focus requires a mindshift in 
your team. Results make all the difference, 
first to your customer and then to you. When 
your customers see your organization trying 
to help them grow their business – with no 
direct benefit to you –  then this transforms 
their relationship with you. Instead of seeing 
you as a cost, they see you as a contributor – 
in some cases an authentic partner.

If you want to make your relationships 
with your customers even more ‘sticky’ – 
competitor-proof and price-defendable – 
then you need to make them broader, deeper 
and more valuable…to your customers. And 
for that, you must understand their business 
and their measures of financial success.

Putting the $ into $AM

Apart from shifting your mindset, you 
need some new financial and business skills. 
Financial language is sometimes perceived to 
be difficult, but it informs most business suc-
cess measurements. Frankly, if you are not 
financially smart, you exclude yourself from 
the financial conversation that you need to 
have with your customers. 

Let’s deal with a couple of your likely 
objections.

1.  Accounting is specialized, so leave it to the 
accountants. My customer will know that 
I’m bluffing. It’s not my job and I didn’t 
sign up for this.

Get over yourself. Financial smarts means 
being able to have a business conversation, 
not prepare financial statements. Financial 
smarts is a core skill for any professional.  

2.  My customers will think it's weird if I start 
trying to consult with them about business 
solutions. They’ ll probably tell me to mind 
my own business. What would I know about 
running their business – that’s their job 
anyway?

Your customers will see a positive differ-
ence. In a properly implemented strategic 
approach to managing your customers, you 
will be part of a team whose purpose is to 
help your customers improve their business 
results.

Revenue and expenses combine to 
produce profit

For your customers, understanding how 
their revenue and expenses combine to pro-
duce their profit helps in two ways. First, it 
helps you prioritise your activities to those 
that will make the biggest difference to them. 

Second, it helps you be more persua-
sive when you are arguing against inces-
sant demands to drop your prices.  While 
the demands will not disappear quickly, 
understanding your customers’ financial 
drivers can help you understand how you 
can improve their profit, without sacrificing 
yours.
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Consider the case of a hospital; 
imagine it’s one of your best custom-
ers, making a profit of 3 percent on 
sales. So their expenses are 97 percent 
of sales. 

Your products are 5 percent of their 
expenses. They insist that you give them 
a 10 percent discount on price. So their 
costs for your products would fall from 
5 percent to 4.5 percent of their sales: a 
0.5 percentage points decrease.  [Their 
original expenses of 5 multiplied by 10 
the amount of the discount.] Hardly 
worth it you say? Keep reading…

Their profitability will increase from 
3 percent to 3.5 percent, which in dol-
lar terms will be a 17 percent increase 
in profitability. [The increase of 0.5 
divided by the original profitablility of 
3 percent.] That’s why they keep ask-
ing for price decreases. They win, you 
lose. Next year, they will ask again and 
exclaim: “You can afford it!”

So what? We’ve found from experi-
ence and research that labor will typi-
cally be around 50 percent of a hospi-
tal’s expenses. Imagine if you could 
bring them ideas that could reduce 
their labor costs by 10 percent? Then 
their labor costs would fall from 50 per-
cent to 45 percent of sales. Their profits 
would increase by a full 5 percent (not 
just a half percent as in the previous 
example), from 3 to 8 percent of sales 
which translates into a dollar increase 
in profitability of 166 percent. [The 
increase of 5 divided by the original 
profitablility of 3 percent.] Would that 
get their attention? Has it gotten yours? 
By bringing your customers ideas to 
improve their key value drivers, you 
will transform your strategic relation-
ship. 

So, SAMs in the healthcare field 
should be scouring their organizations, 
and scouring the world, for ideas where 
hospitals have reduced their labor costs 
(or improved labor productivity). These 
ideas can save hospital customers far 

more than simple price discounts. The 
more ideas you bring to save labor costs, 
the less pressure on price you will see. 
As we said earlier, instead of seeing 
you as a cost, they will see you as a 
contributor.

What’s the purpose of most 
organizations?

For-profit businesses exist to gener-
ate a return (profit) for investors on 
the funds invested in the business. The 
assets are used to generate more assets 
and grow. Some businesses (mining) 
use significant assets and others (con-
sulting) have relatively little. They each 
have a profit goal but get there in dif-
ferent ways.

Non-profit organizations exist to 
advance their mission but still need to 
raise funds and generate a return that 
is totally re-invested in their mission. 
They need to avoid a loss and to make 
efficient use of assets to advance their 
mission. 

Without a foundation of financial 
smarts, you won’t be able to provide 
your customers with full strategic value. 
You must be able to interpret their 
financial information and to present 
business propositions in compelling 
financial language. As Warren Buffett 
said, “Accounting is the language of 
business, and you have to learn it like 
language. You can't be comfortable in 
the country if you aren't comfortable 
with the language.”

How is your customer’s success 
measured?

Your customer’s success will be mea-
sured by the return (profit) to the own-
ers or investors.  They invested some 
cash (an asset; a thing of value) and 
want a reasonable return on that invest-
ment – they want to know “Is it worth 
it?” That return on their investment is 
calculated as return on assets (ROA) 
which equals net profit divided by 

average total assets. It means that every 
dollar invested in assets during the fis-
cal year generated x amount in profit.

Management has two levers for con-
trolling return on assets (ROA):

1.  Profit margin (the earnings extracted 
from each dollar of sales)

2.  Asset turnover (the sales revenue 
generated from each dollar of assets 
employed).

By increasing profit margin or asset 
turnover (or both) you can increase 
ROA.  Here are some examples:

•  Organizations once held as much 
inventory as they could – just in 
case. Someone saw an opportunity 
to reduce this investment by using 
just-in-time inventory, where compo-
nents are delivered right before they 
are needed, not far in advance.  This 
increases turnover of assets, decreases 
funding on the balance sheet and 
increases the return.

•  The right equipment can reduce labor 
costs which can increase profits.

•  Retailers use their suppliers to re-
stock and display inventory on their 
shelves, saving on labor costs.

These value-generating strategies 
didn’t just happen – someone created 
them. To be financially smart, you need 
to be able to explain to your customers 
how you can help increase their return 
on assets. Best-in-class SAMs create rel-
evance with financials and see this skill 
as powerful, not painful.

Figure 1 Return on assets

ROA = How smart? How fastx

ROA = Profit Margin Asset Turnoverx

ROA = Net Profit

Sales

Sales

Assets

x
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Where do you start?

Financial smarts are one of the most 
common areas of weakness, especially 
in sales teams. In a June 2013 research 
study by Executive Conversations 
(now part of Corporate Visions, Inc.), 
39 percent of respondents rated their 
sales professionals’ financial acumen as 
below average or poor.

So, first use figure 2 to assess where 
you, as a SAM, are now. Ask yourself 
the question in the first row, second 
column: “For your customers, which 
financial measure do you help improve? 

If you’re not at least “sophisticated,” 
your goal should be to move to “sophis-
ticated” within 12 months. But how? 
The simple solution is you must first 
become accounting literate so you can 
build business acumen, and that means 
you need professional development. 

Most SAMs would probably prefer 
to pull out their fingernails than attend 
an accounting for non-accountants-
type course. Or maybe you’ve already 
attended one and it didn’t work. 
Happily, it can be easy and quick to 
understand accounting using visual 
and hands-on experiences.

One such example is the “accounting 
on a page” model shown in Figure 3.  

It’s a serious busi-
ness tool created by 
Color Accounting 
International. Once 
you learn how to 
use it, then you can 
join the financial 
conversation with 
your peers and your 
customers.

 In any business, 
only two things 
are happening: 
Financial value is 
sacrificed (expenses) 
or financial value is 
generated (income). 

The difference is profit, the primary 
goal of any business. 

In the long run, profit counts most. 
In the short run, generating cash, or 
top-line growth, may count more.  

ROA and ROI

To judge the performance of the 
business, consider the size of the profit. 
However, it’s more interesting to com-
pare the size of the profit with sales 
revenue and with the assets used to 
generate those profits. For example, 

which business would you prefer?

A. Profit $3.6 million. Sales $490 mil-
lion. Asset value $1.5 billion

B. Profit $3.6 million. Sales $4.9 mil-
lion. Asset value $1.5 million

A is a bigger business, but B is a 
better business.  B is better because 
return on assets (profit/assets $3.6 
million/$1.5 million) is higher than A 
($3.6 million/$1.5 billion). Invest in B, 
and you get financial returns of 240% 
versus 0.24%.

Return on investment (ROI) mea-
sures underlie all investment decisions 
and answer the question “Is this worth 
it?”  To develop a strategic relationship 
with a key customer, it is vital that you 
are of strategic value to them. Financial 
smarts are critical to how you can pro-
vide strategic value. Everything moni-
tored by a company as a performance 
measure is a sub-set of ROI. 

Embracing a wider range of 
financial measures

Companies can fixate on certain 
measures and be blind to others. For 
example, pharmaceutical companies 
and companies that supply products 

Figure 2: How financially smart are you as a SAM? 

Level of financial 
smarts

For your customers, 
which financial 
measure do you 
help improve?

Which financial 
statement does 
this improve?

Most sophisticated Return on equity 
(ROE)

Cash flow

Balance sheet

Cashflow, cash 
budgets

Sophisticated Return On 
investment (ROI)

Balance sheet

assets

Advanced profit Profit & loss

revenues

Basic expenses (prices)

Figure 3. With its five elements, this model makes it easier to 
understand and use financial language.

USES OF FUNDS

Assets
Valuable things

Expenses
Value sacrificing activities

Liabilities
Obligation to creditors

Equity
Obligation to owners

Income
Value generating activities

SOURCES OF FUNDS

Profit

BaSIS Framework
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like fast-moving consumer goods 
mainly focus on how they can influ-
ence revenue and margins for their 
customers. So their conversations are 
about the product, price and promo-
tions to impact the customer’s revenue. 
They ignore the potential to influence 
operating expenses and productivity 
for their customers.

Alternatively, compa-
nies who see themselves 
on the expense side of 
their customers focus 
their conversations only 
on how they can reduce 
expenditure for their 
customers. They ignore 
how they can help grow 
revenue. For example, 
for more than a decade 
the catalogue printing 
industry has been reduc-
ing costs to customers 
despite being one of the 
most effective marketing 
tools to help their cus-
tomers increase revenue. 

Contrast this with 
the direct marketing 
industry in the United 
States. Over decades 
they analyzed page lay-
out, fonts, colors and 
language to see how they 
could improve response 
rates. This broadens the conversation 
(beyond cutting costs and increasing 
response rates) to increasing their cus-
tomers’ revenues and returns. 

Only by understanding what finan-
cial metrics matter to your customers 
can you begin to have strategic con-
versations. Your business presentations 
must include the financial metrics that 
matter to them.

Case study: MediCo

MediCo is a leading global medi-
cal technology company that offers 

innovative therapies. Each year more 
than 8 million people rely on MediCo’s 
therapies to treat serious medical 
conditions. With annual revenue of 
more than $15 billion, MediCo oper-
ates globally and employs more than 
40,000 people.

MediCo operates several divisions 
and has always been excellent at focus-
ing on product. Like many product 

companies, the account teams sold 
using features and benefits, with little 
understanding of financial value from 
the customer’s perspective.

A key role for the SAM was ensur-
ing that material presented to a hos-
pital executive by a MediCo product 
division was relevant to the hospital’s 
business results. This built credibility 
with executives, who knew that if the 
MediCo SAM arranged an appoint-
ment, the presentation would focus 
on improving the hospital’s business 
results. These were meetings they 

wanted to take.

Gradually, after some early doubt, 
MediCo’s product managers realized 
the MediCo SAM could coach them to 
be more effective presenting business 
proposals to hospital executives.

By implementing strategic account 
management, MediCo spends more 
time discussing business issues and 

opportunit ies with 
executives. This execu-
tive-level dialogue has 
brought the “voice of the 
customer” into MediCo. 
Everyone at MediCo 
understands what value 
is through the cus-
tomer’s eyes and what is 
relevant. There is a com-
mon language within 
the organization for 
articulating value and 
communicating value: 
improving a hospital’s 
business results.

MediCo now includes 
its strategic customers 
in its business planning, 
formally and informally. 
It includes them in its 
business issues, challeng-
es and opportunities, 
beyond the traditional 
product level.

For MediCo, the cru-
cial outcome is how customer relation-
ships have transformed. After about 
two years, customer executives became 
amazingly open about their business 
challenges and strategies.

Adding value beyond products 
and services

The most dramatic improvements 
in strategic relationships happen when 
you improve your customers’ financial 
results without using your products and 
services. Normally, when we suggest 
this to customers for the first time, we 

Your business presentations must include 

the financial metrics that matter to them 

[your customers].
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get a puzzled look from them.

In the book Managing B2B Customers 
You Can’t Afford To Lose,1 we explain 
that managing customers strategically 
needs a fundamental shift in how com-
panies work with their best custom-
ers. This fundamental shift involves 
moving from a selling mindset, where 
you focus only on your revenue, to a 
problem-solving mindset, where you 
focus on how you can help your cus-
tomers improve their business results.

Some examples of how you can help 
improve your customer's results include 
increasing their employee satisfaction, 
increasing health and safety 
compliance, increasing cash 
f low, reducing employee turn-
over in key positions, helping 
them enter new markets fast-
er, reducing or eliminating 
their need to hold inventory, 
and helping them implement 
an improved process.

How can you do this? If 
your company has dramati-
cally improved employee sat-
isfaction or reduced employee 
turnover, arrange for your HR 
directors to share with your 
customer’s management team 
how you did it. Similarly, if 
you have achieved high safety 
compliance, then arrange for 
your safety director to share 
how you did it.

How can you help increase 
cash f low? Speak with 
your supply chain experts 
about ways of automatically weigh-
ing or counting products and raising 
invoices immediately. One customer 
eliminated a three-day delay in raising 
invoices. Three days does not sound 
like much, but try calculating what 
one day’s sales would be worth to your 
customer. For every $100 million of 
sales in a year, getting paid a day earli-
er means having about $300,000 extra 

cash. That’s potentially $300,000 to 
repay debt or to invest in an addi-
tional asset.

Information technology can offer 
many ways to improve processes. One 
company installed a fiber optic cable 
for one of their strategic retail cus-
tomers. This cable eliminated many 
weekly problems and delays, reducing 
time and cost. Also, the retailer could 
submit final pricing later than their 
competitors, giving them a competitive 
advantage.

With financial smarts you can facili-
tate access to hidden value across your 

organization and strategic value for 
your customers.

Strategic value comes from your 
organization’s competencies and exper-
tise, in contrast to added value which 
comes from your products and services. 
Strategic value is independent from 
your products and services. Strategic 
value comes from the many problems 
you have solved and from the many 

new ideas you have from collaborating 
with other customers and partners. 

Strategic value can come from any 
department in your organization: HR, 
IT, finance, marketing, medical affairs, 
government affairs, health econom-
ics and or chain. Initiatives delivering 
strategic value are long term and stra-
tegic, addressing the business problems 
that matter to the customer’s senior 
executives. This makes it tough for a 
competitor to unseat you because they 
don’t have your organization’s insights 
or established trust.

The advantage of improving your 
customers’ financial results 
with more than your products 
and services differentiates your 
organization from a preferred 
supplier. A preferred supplier 
does good deals for the cus-
tomer; a strategic supplier helps 
grow the customer’s business.

Emergency Tool for 
Sophisticated Financial 
Smarts

To accelerate your develop-
ment as a SAM, we offer a 
simple but effective emergency 
tool: a checklist you can use 
for your customers.

Businesses and non-profit 
organizations want to use their 
hard-won assets efficiently in 
delivering outcomes. Figure 
4 identifies 11 possible ways 
within four groupings to 

improve financial performance.

 In practice, you should organize a 
meeting with other departments such 
as sales, supply chain and finance. 
From our experience, the first time 
you complete this exercise you will be 
amazed at how many ideas you gener-
ate to increase your customers’ results.  
Next, start working with some ideas 
that are low cost to your company. To 

Figure 4. Ways to improve financial performance

Increase  
Profits

Increase prices

Reduce product costs

Sell more higher margin products

Reduce operating expenses

Increase productivity (people and machines)

Increase  
Sales

Increase prices

Sell more units

Sell more to existing customers

Get new customers

Increase  
Productivity

Increase productivity (machines and 
buildings)

Reduce  
Assets

Increase inventory turnover
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help your thinking, have a look at the 
HBR article by Michael E. Porter and 
Robert S. Kaplan, “How to Solve the 
Cost Crisis in Health Care.”2 Figure 5 
provides some ideas for improving the 
results of a strategic customer, using the 
example of a hospital.

Improving your financial smarts can 
help you move from seeing finance as 
painful (and probably avoiding financial 
discussions) to seeing it as a powerful 

tool. Financial smarts can help you 
deliver better financial results for your 
customer, better results for your orga-
nization and better results for you.  n
1  Gary Peacock, Stephen Kozicki and Peter 

Browne, Managing B2B customers you can't 
afford to lose: How to create joint value with 
your strategic accounts –International Edition, 

Bennelong Publishing, 2016.

2  Robert S. Kaplan and Michael E. Porter, ““How 
to Solve the Cost Crisis in Health Care,” hbr.
org, Sept. 2011, https://hbr.org/2011/09/how-

to-solve-the-cost-crisis-in-health-care 
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Figure 5. Improving the results of a hospital

Question Possible Action for a Hospital

How can we increase profits by … increasing prices? In public hospitals, this may not be applicable.

In private hospitals, is it possible to create a better experience or a 
faster treatment for a higher price?

How can we increase profits by … reducing product costs? Can we reduce the prices of products/services by increased and 
guaranteed volumes?

Can we reduce product costs (the total treatment from general 
practitioner to rehabilitation) by treating differently and/or using lower 
cost professionals where appropriate?

How can we increase profits by … selling more high-margin products? Can we suggest changes to processes (to reduce time) that will allow 
more high-margin treatments in a week?

How can we increase profits by … reducing operating expenses? Can we reduce the costs incurred or time taken by other people in the 
hospital: nurses, doctors, anesthetists, pharmacists, physiotherapists, 
technicians, administrative staff, procurement staff and IT staff?

How can we increase profits by … increasing productivity of people or 
machines?

Can we reduce the work needed by people in the hospital: nurses, 
doctors, anesthetists, pharmacists, physiotherapists, technicians, 
administrative staff, procurement staff and IT staff? 

For example, automated start-up of machines can save 0.5 man-hours/
day or 150 man-hours/year or about 4 man-weeks.

How can we increase sales by … increasing prices? See above for increasing profits

How can we increase sales by … selling more units? More units means treating more patients.  So, can we help the hospital 
treat more patients in a week? Or, can we help the hospital market to 
more patients or market to more specialists?

How can we increase sales by … selling more to existing customers? Can we help the hospital to start including some primary or secondary 
health care on the patient journey?

How can we increase sales by … getting new customers? Can we help the hospital market itself to new patients or market itself 
to new specialists?

How can we increase productivity by … increasing productivity of 
machines or buildings?

Can we suggest changes to processes that could increase productivity 
of machines or buildings using lean six sigma?

How can we reduce assets by … increasing inventory turnover (i.e. 
moving products or patients faster)?

Can we eliminate slow-moving inventory? Can we reduce minimum 
order sizes? Can we increase order frequency? Can we reduce the 
number of different items?


