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Seeing profits for all they're worth

Enabling margin improvement for consumer-facing companies
through reporting transparency

It used to be that you couldn’t get the data—but now it's too much. It comes in different
formats, from different business units and systems. This complexity has brought with it
data problems and subsequent mistrust in your output. But there's a better way.
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@ j Product service pricing may not be optimal due to four key factors:
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Transparency. Granularity. Integrity. Consistency.
The cost of datais  Analytics have not  Alack of confidence  Several versions
not transparent in  been developed in the integrity of data reporting
order to evaluate in sufficient of the data
pricing decisions detail to evaluate

performance

A visible need for improvement

A recent poll* explored how some organizations
are currently handling profitability reporting

The lowest level of customer or The biggest challenge

product profitability reporting currently facing organizations with
performed within the organization: profitability reporting:
at the data of poor quality
307% business- 43 7% and varying levels
unit level of granularity
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| decisions based on incomplete data :
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Disparate systems are adapted The decision most often supported
to new uses: by profitability reporting:

Percentage of
tools used that are 0 business 0
not designed for 622 /O strategy 405 /O
profitability reporting
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Get clear on considerations
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Frequency. Ownership. Support. Customization. Integration.
How often will IT  How well will What is the Does the Does your
need to update  users be ableto  level of vendor  software match  tool work well |
the tool? own the tool? support for users' abilities?  with ERP? %
the tool? %
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/ Build a toolbox for transparent profitability

Create ease of Build for purpose, Identify margin Employ the
use in the user don’t modify improvement 80/20 rule
interface existing process opportunities 20% of the cost
To raise long-term into new software from reporting types typically cover
adoption Don't force what derived from the 80% of the spend
you're doing into cost & profitability
a new tool models (e.g., by

channel, by product)

Don't let data triumph over knowledge

Deloitte’s approach to developing more robust cost models:

the costs to serve customers

Evaluate different cost allocation methods

Establish the strategic cost framework utilizing the
sources of cost data required for the model

@ Create cost model pilot and roll out strategy

| et's talk

Get in touch to discuss how you can improve your margins.
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* Polling data from the “Enabling margin improvement through reporting transparency” webcast, December 17, 2020.
Responses were taken “as is” and were not validated or confirmed by Deloitte.
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