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Measuring and Managing Customer
PrOfltablllty Gary CokingCornell University BS IE/OR, 1971; Northweste

University Kellogg MBA 1974) is an internationally recogni:
expert, speaker, and author in enterprise and corpora
performance management (EPM/CPM) systems. He is
Gary Cokins founder of AnalyticBBased Performazte Management LLC
www.garvcokins.com acokins@aarvcokins.com;

The only value a company will ever create for its shareholdersoameers is the value that comes from its custonterurrent ones
and new ones acquired in the future. To remain competitive, companies must determine how to keep customers longer, gro
into bigger customers, make them more profitable, serve them mofieiehtly, and acquire more profitable customers.

.dzi GKSNBQa | LINRofSY 6A0GK Lz2NEAY3I GKSAS ARSIfaod /dzaae
commodities. This means that suppliers must shift their actions toward diffietémg their services, offers, discounts, and deals
different types of existing customers to retain and grow them. Further, they should concentrate their marketing and sateoefi
acquiring new customers who have traits comparable to those of tiedatively more profitable customers.

As companies shift from a producéntric focus to a customerentric focus, a myth that almost all current customers are profita
needs to be replaced with the truth. Some higemanding customers may indeed belN2 FA GF 6 f SH ! v 2 NI d:
YIEYylF3SNRALFE | O02dzyiAy3d aeaidisSvya FNByQld Fo6ftS G2 NBLZ NI lizOwhihi
types of customers to retain, grow, or win back and which types of new cestota acquire. With this shift in attention from product
to customers, managers are increasingly seeking granular nonpraeggotiatectosts to serveustomerrelated information as well as
information about intangibles, such as customer loyalty andsdosedia messaging about their company and its competitors. Tode
YIEye O02YLIyASa GKSNBQa | gARS 3JILI 6SGsSSy GKS / ChQa TFdzyC

| SNBEQa GKS 0FaA0 LINRPOEfSYRAOXNGIRANRPAA2 dINEF WA Q& || INEIA WA NDS2I2 INTI 7
FYR NBtS@IFIyld ao2Gi2Y KIt Fé¢ w»allthadipkoft méargnildydrs tHayed and shauldl belrépoftSdyfre
customerrelated expenses such as distributioradmel, selling, customer service, credit, and marketing expenses.

The marketing and sales functions already intuitively suspect that there are highly profitable and highly unprofitablesrsstomn
management accountants have been slow to reform theiramgement practices and systems to support marketing and sale:
providing the evidence. To complicate matters, the compensation incentives for a sales force (e.g., commissions) tepixeyde
exclusively on revenues. Companies need to not just aszenarket share and grow sales but to gimwfitable sales. Compensatior
incentives should be a blend of both customer sales volume and profits.

Who are the troublesome customers, and how much do they drag down profit margins? Who are the valuableSht K 2 K
difference between a valuable customer and a profitable one? More important, once these questions are answered, whavea
actions should managers and employees take to increase the profit from a customer? Measurements are the key.

Good vs. Bad Customers

Some customers purchase a mix of mainly-fmefit margin products. After adding the nonproduelated costs to servdor those

customersapart fromthe costs of the mix of products and standard service lines they purchase,¢hsgsners may be unprofitable
to a supplier. But customers who purchase a mix of relatively high pnoditgin products may demand so much in extra services 1
they also could potentially be unprofitable. How does a company measure customer profitphidlgerly? In extreme cases, how dot
Al RS&ASEtSOG 2NJ aFANBE || Odzali2YSNI GKIG akK2ga y2 LINRPYAAS 2

Every supplier has what | call good and bad customersMowA y (1 Sy I yOS G322 Ré¢ Odza G2 YSNBR LX |
highYF Ay Syl yOS a6l Ré¢ OdzaG2YSNER +Ffgleéa RSYFIYR y2yaidl yRINF
SEIFYLXt Sz GKS tFGGSNI O2yaidlyidte NBlOGdNya 3I22Ra 2N O2 yivLddby:
products or service lines and is rarely bothersome to the supplier. The extra expenses fanaigtenance customers add up. Whe
can be done? After the level of profitability for all customers is measured, they all can be migrated toward higher gybfits ua L.
YIENBAY YIylF3aSYSyidéeé GSOKyAldzSazr gKAOK LQff RA&AOdzaa f I GrSBLX
/' adSyK2tGT 6NBGS Ay Ga¢KS ! LI AOIF(GA2Yy 2NEtiodalSAesbclatolf Cost/ARcoUNRNYE
NACAYearbook

eJournal of Indian Society of Management Accountants ( ISMA )



http://www.garycokins.com/
mailto:gcokins@garycokins.com;

G+SNE 2FGSysz ftGK2dza3K | 02ali &e& Hactéryeconomies mag hayeSoeed fefiectet,
manufacturer may nevertheless show losske to inadequate control over his selling and administrative expenses. In
unless the same (costing) principles are applied in contrafléligng and administratéy costs (as for production), the entir
advantage gained through efficientle®@2 4 G LINRP RdzOG A2y Yl & 0SS f2aio¢

Pursuit of Truth About Profits

Why would a company want to know the answers to the questions about customer profitability levels? Possibly tmam&wv
direct questions about its customers, such as:

Do we push for volume or for margin with a specific customer?

Are there ways to improve profitability by altering the way we package, sell, deliver, or generally service a custc
52S5a (KS s@ez&duthejEiate discounts, rebates, or promotion structure we provide to that custon
Can we influence our customers to alter their behavior to interact differently (and more profitably) with us?

Can we shift work to or from some of our customdrased on who, them or us, is more capable or has lower pro
expenses?

To be competitive, a company must know its sources of profit and understand its own expenses and cost structure.
facts, what actions can be taken to increase profits? Etight unprofitable customers, a company can explore passive opti
of gradually raising prices or surcharging for extra work, hoping the customer will go elsewhere. For profitable custc
company may want to reduce customexlated causes of extnaork for its employees (e.g., unneeded extra product packagi
AUNBIYEAYS AGa RStAOSNE LINRPOSaaz 2N FfGSNI GKS Odza G pads
demands on the company.

= =4 =4 =8 =4

Activity-based costing (ABC) isthéSni K2 R G KIF G Attt SO2y2YAOLffte FyR | OO0d
resource expenses (e.g., salaries, supplies) to products and to the types and kinds of channels and customer segneags
varying degrees of workload demand oretbompany. It should no longer be acceptable not to have a rational syste
assignings® !l f f SR y2y iGN} OSIo6fS 02aGa (2 GKSANI a2dz2NOSa 27F 2

ABC Is a Multilevel Cost Reassignment Network

ABC uss multiple stages to trace and segment all the resource expenses as calculated costs through a network
assignments into théinal cost objectsproducts, service lines, channels, and customers. It facilitates more accurate rep
because ithod NE O ZausalkyypanSgle

(i.e., the relationship between cause and effect) for expense consumption relationships.

In complex, suppofintensive organizations, there can be a substantial chain of indirect work activities that occur prior
direct ones that eventually trace into tHanal cost objectsThese chains result in activity-activity cost assignments, and the
rely onintermediateactivity cost drivers traced to consuming activities in the same way that final cost objects relywaty &
cost drivers to reassign costs into final cost objects based on their diversity and variation.

Turning indirect costs into direct costs is no longer as insurmountable a problem as it was in the past. Integrated ABC
allowsintermediatedirectcosting to a local process or to an internal customer or required component that is causing the
demand for work. It further allows tracing costs among fimal cost objects. Resource and activity cost drivers reassign
expenses into costs withamore ldc& 3INJ ydzf  NJ 62N} | OdA@AGe tS@St GKIy |
cost centerstepdowncost allocation methothat reduces costing accuracy by relying on a single cost allocation factor for
entire support department.

ABC softwee is arterial in design, so it flows costs flexibly and proportionately. Eventually via this expense assignment
tracing network, ABC reassigns 100% of the resource expenses into the final accumulated costs of products, service li
channels, custons, and business sustaining work. Visibility of costs is provided everywhere throughout the cost assig!
YSUg2N]l Z AyOfdzZRAY3I F2NI K2g 02a0a& I NB & RNRAandeffect redaBonshipsS

This visibility aid& identifying where to focus improvement efforts.
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ABC/M Cost Assignment Network
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Examine the ABC cost assignment network in Figure 1 that consists of three modules connected by cost assignment [
LINE BARSE | aylLBAK2G GASe 2F | GAYS LISNR 2 RSwde PgesiahdithintstBad
where the diameter of each path reflects the amount of cost flowing. The power of an ABC model is that the cost ass
paths and their destinations trace costs from beginning toterficbm resource expenses to each type n$tomer (and optionally
G2 SIOK aLISOAFAO Odzali2YSNL® /dzai2YSNE I NB GKS 2 NR Rdught
costs.

To understand why customers are the origin for costs, mentally reverse all thepatiheads in Figure 1 from bottom to toy
This polafopposite switch reveals that all expenses originate with a demaubdfrom customers and the calculated cost:
simply measure the effect in the reverse direction.

Resources, at the top of the cost agshent network in Figure 1, provide the available capacity to perform work. Thir
NE&2dNDS SELISyasSa a O02YAy3a FNRY (GKS 2NHEFEYAT FiAZ2ZyQ&a
Cash is exiting the treasury. Examples of resauare salaries, operating supplies, or electrical power. (Amortized cash ou
ddzOK a F2NJ RSLINBOAFGA2Y FTNRBY | LINAR2NJ LISNA 2RI Ol yentifieda
and measured as the mechanism to convesource expenses into activity costs. One basis for tracing or assigning res
expenses is the time (e.g., number of minutes) that people or equipment spend on performing work activities. A more
basis is to use percentage splits of time frdm tesources totaling 100% among the work activities.

Work is performed by employees or assets, and resources are converted into some type of output in the work activities
Activity cost drivers are the mechanism to accomplish this assignmentxanpde in a warehouse is the number of stock
AGSYa LAO{ISR® LYy | o0ly1=Z AdQa GKS ydzYoSNI 27T | dzi 2 Y 2téradf
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A bonus from ABC is the whitvel cost consumption rates, which are useful for comparative benchmarking studies as well
projecting future expenses and costs such as with rolling finaflocedasts, whaif scenario analysis, and outsourcing decisio
6C2NJ GKS fFGGSNE GLINBRAOGADGS 0O02dzyGAyIé SydlrAita |
resource capacity expenses as sunk, fixed,-Bteqnl, or variableelative to changes, and the classification depends on the t
f Sy3idK LXFYYyAyd K2NAT 2y |yR GéeLS 2F RSOA&aA2Yyd ¢KS&S (

Final cost objects, at the bottom of the cost assignment netwmekresent the broad variety of outputs and services whe
costs eventually accumulate. Customers #re finaktfinal cost objectsThey create the need for resource expenses to
adzLJLX ASR® CAylf O2ai 202S500G4a OI tyvork &tivitiek &elparfdrined2 | ad\adcedic st
Y2RSfaszx olflyOS aKSSi AGSYaz adzOK Fa Ay@Syida2NARASa 2 mMdal
LINE RdzOG Q& | OSNIF IS Ay@Syia2NE  §@SO®). 2NJ I Odza i 2 YSNRA RI ¢

{2YS FTOGAGAGASAE AYy |y 2NBFYATIGA2Y R2y Qi O2y {NAOdziSn

those activities can be eliminated or even reduced without doing harm to the business. For example, preparing r
rS3dzA I G2NE NBLR2NIa OSNIIFAyfte R2SayQid FRR (G2 GKS @I fwdds
activity is valuable to the organization because it enables the company to function in a proper legal manner. These
aOGAGAle O2aita | NB dzadzZ fte (NI OSR (i Busidess quataiming coalidse/msinéss
adzadlFAyAy3a 02adGa FNByQl Ay@g2ft OSR 6AGK YI1Ay3a 2N RSeérdd¢
with revenues for the total company bottom line profit.

¢tKS 1Se G2 F 3J22R ! ./ aeéaidtsSy Aa (GKS RSaAday yR | NOKxl
sources and destinations through which all the expenses are reassignealculated costs. The network with its nodes deliv
the utility and value of the data for decision making.

Profit Distribution Chart $ 30.0 sales

- 27.8expenses
= $ 1.8 profit

Cumulative Profit (Millions)

$8

$6
Net '-\_
Revenues
Minus ¢4 _/r'/

ABC Costs . )
Unrealized profit revealed by ABC

$2 /
ya $1.8 profit

ol

Specific Products, Services, and/or Customers
(ranked most profitable to least profitable)
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Beneath the Iceberg: Unrealized Profits

With a valid cost model, Figure 2 displays a graph line referrediola$ G LINR FA G Of AFT¢ Ol YR &
OdzNBSO® ¢KA&a fAYyS Aa GKS Odzydz | GAQPS -ordized fitmdhe ndodt préfitaiiieko (
the least profitable, including those who are unprofitable (i.e., customaitts a financial loss where their costs exceed their
NE@SydzSaod ¢KS trFad RFGIF LRAYyG NBO2yOAt Sa SEFOGte gAl

The graph illustrates how a substantial amountiofealized profit€an be hidden because wfadequate existing (and
traditional) cost allocation methods and incomplete costing below the product gross profit margin line. Managers usuall
believe that the curve would be relatively flat.

eJournal of Indian Society of Management Accountar(t$SMA )



The broad averaging of traditional n@ausal overhead cost allocations is crushing the cost accuracy and results in th
curve belief. ABC detects the unique variationsidt S FA Yyl f O2aid 2062S8S00GaQ O2yadzyLd
capacityproviding resource expenses. ABC information usually shocks executives and managers the first time the
because they have typically presumed that almost all Hetaof their customers are profitable. Instead, they have large pr
makers and profit takers.

By using ABC, there can now be a valid P&L statemenafircustomer as well as for logical segments or groupings of sir
types of customers. The shapetbis graph is typical for most companies. From left to right, the graph line reveals the con
earns a substantial amount of profit from a minority of customers, roughly breaks even on some, and then loses profit:
remainder.

Future Profit Potental Via Customer Lifetime Value (CLV)

For busines$o-consumer (B2C) companies, such as banking and telecommunications, customers pass through life cy.
YSFyada GKSNBQa I RAFFSNBYOS 06SiG6SSy | OdzNidie yaludbk in HidNBtFe
This difference shifts attention from the current run rate of ppsetiod profit levels from their consumers to their futur
LROGSYGdALFf LINRPTFAG f£S@Std® C2NJ . H/ O2YLI yASa mafter vaods adagrketing
campaigns and targeted offers and deals. This provides sales and marketing the ability to apply return on investme
measures to evaluate which customers can achieve the highest profit increase from actions.

Migrating Customers to Higher Profitability

Very
Profitable X
High

(Creamy)

Product Mix
Gross Profit
Margin

Low
(Low Fat)
Low High Very
Cost-to-Serve unprofitable
‘ Types of Customers O ‘

Copyright 2019 www.garycokins.com AnalyticsBased Performance Management LLC

Migrating Customers to Higher Profitability

The crucial challenge is not to use ABC just to calculate valid customer profitability information from transactional ttata
reallyusethe informatiort and use it wisely. The benefit comes fragentifying the profitlift potential from customers and
then realizing the potential with smart decisions and actions.

CA3Adz2NBE o RSO2YLRAaASa GKS ! ./ 02aid FaaAiradyyYSyid ySisg2N]lQ
twolayed 2 F | &y Stod edquénce®eysEs dzYhkbottom finadst objects module. The metaphor for this
consumption sequence is the predator foolain where large mammals eat small mamnzald small mammals eat plants.
Thefinal-final cost object the customen ultimately consumes all the other final casbject costs except for the business

sustainingcosts

Within each of the major final cost object categories (e.g., supplier, product/service line, and customer), each hagyjie o
2F aadAFiadyisg Ig KA OK | NB -protiudtdr ehddustdman(sing & Gst dbfect dost drived tyf fieflect
the diverse consumption relationship
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The leftto-NA AKG &Sl dzSyO0S 2F (GKS FOGA@GAGe O2a0 RNAOSNE ONSI
there can now be a valid P&L statement for each customer as well as logical segments or groupings of customers. Fig
an example of an individual customer profitability statement.

ABC Customer Profit & Loss Statement

CUSTOMER: XYZ CORPORATION (CUSTOMER #1270)

Sales $$$ Margin $ Margin
(Sales SCosts) % of Sales
ProducRelated
SupplieRelated costs (TCO)  $ xxx $ xxx 98%
Direct Material XXX XXX 50%
Brand Sustaining XXX XXX 48% S PronlEr
Product Sustaining XXX XXX 46% iElEiEd
Unit, Batch* XXX XXX 30% mesis

DistributieRelated

Outbound Freight Type* XXX XXX 28% )
Order Type* XXX XXX 26% | Channel &
Channel Type* XXX XXX 24% | Customer-
related
CustomeRelated costs
CustomeBustaining XXX XXX 22%
UnitBatch* XXX XXX 10%
Business Sustaining XXX XXX 8%
Operating Profit XXX 8%

* Activity Cost Driver Assignments use measurable quantity volume of Activity Output
(Other ActvityAssignments traced based on informed (subjective) %s)

Copyright 2019 www.garycokins.com AnalyticsBased Performance Management LLC

With an ABC P&L, managers can examinértfiwidual products and service lines purchased in greater detail. They are a
of high- and lowproduct-profit-margin purchases, based on their own unit costs and prices, as a composite average.
Managers also can drill into details about the prodmik profit margins for more visibility. In addition, within each product
standard service line, the user can further examine the content and cost of the work activities and materials for eadh pi
and service line. This customer P&L information quagifvhat many employees already may have suspected. All custom

NBy Qi GKS aFYS gAGK GKSANI LINPFAG tS@Sta SEOfdzRRAY3I &
Although customer satisfaction and loyalty are important, a lortgem goal is to increase corporate profitability for the
shareholders derived from increasing profits from customers as if each customer were an investment in a stock portfoli
CKAY]l OGKFG GKS LJzN1J32&aS 2F FFOGAz2ya GlF1Sy Aa (G2 AyONBI
balance betweemanaging the level of customer service to earn customer loyalty and the spending impact that doing tf
have on shareholder wealth.

ABC/M Profit Contribution Margin Layering

SALARY & DIRECT CAPITAL NON-WAGE RELATED
FRINGE BENEFITS ‘ MATERIAL ‘ (equipment-related) (e.g., operating supplies) RESOURCES
ELATIONSHIFPURCHASES|| ABRAND/PRODUCT- TRADE SHOWS, || SALES CALLS,
ANAGEMENT | RECEIPTS RELATEDWORK, ||| MACHINES |jMAGE ADVERTISINGORDER HANDLING|
JBRAND/PRODUCT- AKE PRODUCT] FREIGHT WORK
RELATED ADVERTISING | MOVE PRODUCT] ACTIVITIES
#POs SET-UPS # Sales
# & MERCHANDISING, calle (examples)
Receipts A:ACILIT\ES cosT # ordors
§ FINAL
Facility costs COST OBJECT¢
&.\ # Machine FAA
Advertisefnents hours SENIOR | PSHA(IRS ]
i # Material MGT | [DOT
P s}, ARBITRARY. out
ro \L = SREURS UNUSED | [ Regulatord
I S (for full BhD
Cont,. R
Ibut BUSINESS

SUSTAINING
] RELATED

INE SUSTAT rOSlon

UNIT & EI
BATCH
[
T - E!E!l -
N I

PRODUCTS/SKUs ‘ e ol
absorption)

CUSTOMERS CUSTOMER-
RoLAToD

SUPPLIERS

SUPPLIER

RELATED

PRODUCT & SERVICE LINE- ‘
RELATED

Copyright 2019 www.garycokins.com AnalyticsBased Performance Management LLC
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1. By the mix of products and service lines purchased.

2. .8 GKS a0zzada G2 aSNWS¢ | LI NI FTNBPYKARS Adey AilIKdzE ¥k R

| referred to earlier.) R 3 L 3 o

Figure 5 combines these two layers as a4twg A 4a 3INARY om0 UKS aO2YL2aAdS LIN
purchases (reflecting net prices to the customer) and (2) theststo serve Individual customers (or grouped cluster
Odza 12 YSNER G6AGK AAYAT I NI GNFXrAGAaO FNB t20FGSR G Fy Aglre!
5 debunks the myth that customers with the highest sales volume aregaiserating the highest profits. The objective is
generate more profits from all customers regardless of their intersection location. This is represented by driving custo
the upperleft corner of the grid. Examples of actions that will do this surcharge pricing, upselling, and crssdling.
2 KSy FylFLtedAada a2FG61 NB Aa | LILX ASRT TAyhes@F FISWR NBIOR]Y
based on a market basket analysis of product or service transactions. The arilgsisu G I 8 a2 OAl G A2y NIz
that frequently follow other items in transactiebased data. For example, if customers have purchased items A and B
often also purchase item C. With that insight, companies can recommend offers torarstwho have only purchased iten
A and B.
b2GS GKFG YAINI GAYy3T CdETFie YN SN AGEK SS [[FdIAAR- XAS ydal ILISANI Y 2 ¢
profile in Figure 2 from right to left. Knowing where customers are locateth@miatrix requires ABC data.critical reason for
knowing where each customer is located on the profit matrix is to protect the most profitable customers from compe
Because so few customers typically account for a significant portion of the pribfgsrisk exposure from losing them
ddzoadl ydAlfo LY CATdz2NBE uwHEX GKS FIFEINIKSNI 2 G4KS f S Tsiocatked,
the more sensitive the bottom line corporate profit is to competitor attadk@fY gAYy Ay 3 | O2 YL} y @&
Options to Raise the Profit Cliff Curve
What does a company do with the customer profit informatidn?other words, what actions can an organization take
increase profits from its customers?
Although this is onlg partial list, a company can increase profitability by doing the following:
alylF3S Sl OK Odzai2YSNRa aOz2aia (2 aSNBSe G2 | 2%
9401 0fA&AK | &dz2NOKI NBS -toFRNI2NT NBQINMARST ASFAISy a A 8S 4
Reduce services minimally valued by custasner
Introduce new products and standard service lines;
Raise prices (which may not be feasible in competitive markets);
Abandon unprofitable products, services, or customers;
Improve business processes with higher productivity;
Offer the customer profiposdtive servicelevel options;
Increase costs on activities for which a customer shows a preference;
Upsellandcrosst St f (KS OdzaA(2YSNDa LidzNdarih profucty and sertrice dirledyd® N
Discount to gain more volume with lofvO 2-ta-8 8 NS¢ Odza G 2 YSNA @
LGiQa AYLRNIFYyG F2NI Fye2yS AYyUSNIINBOGAY3I GKS LINRPFAG RA
acting hastily, which can result in bad decisions:

O«

=4 =4 = = =8 =8 -8 -8 -8 oaon

T ¢KAA ayl LAK20G @OASg 2 Tefldct the Afecgle tdSid\ahtide RradiictsOs2riide linBs2 o8 cusfam
that have consumed the resource and activity costs for that particular tjme span. For exqmplg, a new product
in its shakeout period with imminent cost reductions to it anddo al t Sa g2t dzyS UKl 7] At
aylLakKk2uxz 0KS LINRRdzOUO ¢Aff Y20S 02 0KS fSFTu 2% 0K

1 In some cases, some products deliberately are sold as a loss to generate higher sales of the more profitable pr

Expand the Faction

1 Much has been written about the increasing role of CFOs as strategic advisors and their shift from bean counter
ANRPSGSNY b2g Aa GKS GAYS F2NJGKS /ChQa F002dzyliAay3a |
governane responsibilities, and cost control. They can support sales and marketing by helping them target th
attractive customers to retain, grow, and win back and to acquire the relatively more profitable and valuable on

"Copyright 2015 by IMA®, Montvale, N.J., www.imanet.org , used with permission
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Financial Planning & Analysis: CFO Mindset

il > ’
1881 i =

Financial Planning &
1{-\nalysis: CFO Mindset

CMA DrAmarendra Kumar

Responsibility of F P & A Role is Similar like afiR&hcial Analysts are also directediards decision support and performant
YFEYyFE3ASYSyid | OGAGAGAS awkey getfoimanice imisaforXone nictyfeOA | £ Yt L a

We might be aware of responsibility Centers within an organizatiorPedjit center, Investment center. F P 8Pfofessionals
are responsible to manage Financial Performance of a responsibility center i.e. generally called a profit center or In
Center (e.g. Account, Region, SBU, COE, and Corporate). This is as similar a responsible role of CFO maaiad)i
Performance of the Organization.

F P & A professionals generate value. No other function except general management has a full P&L scope like Fing
professionals focus on the tdme. If anyone works in Operations or Procurement or any otbet centers their focus is on co
only, etc. Hence being able to put it all together and drive value creation where the potential is highest should bengtes
what F P & A professionals do.

- Do You Have A Finance Business Partner Mindset?

z

WhydoweK @S o6NJ} 1S&8 Ay (GKS OFNK az2ad LIS2LXS g2dZ R al e
a2 ¢S OFy RNRAROGS GKS OFNJ FFLAGSNY LGQa | adzZLIRNIAYy3I ®¢
support the lusiness performance and avoid or minimize damage. The role of finance is to maintain the brakes (cor
superb condition and apply when required. Develop a supportive mindset and become a business partner

- Are You Providing Insight or Just Information

1 O02dzy G Ay 3 gAff fTAYAG @2dz 6KSGKSNJ 282dz RAR 0SUGGSNI 2N
AYyarakid a G2 sKeXé aCtg! AAGSa GKFG Ayardakaed LIEQa Wi
Nt KS Ctsg! FASERXI Cla KIFEI@S G2 KIFI@S | OSNIIAYy fS@St 2%
or the situation.

One of the biggest transformations in Modern finance recently, has been the shift for an Accountant to amozedompliance
and governance based individual, to an insight driven value added business partner. They now Provide insights/an:
executive summaries on key analytics and reporting. Finance needs to know what data is important, how to intetuletath
and then provide guidance on what it means for the business

Finance will also shift more into the role of storyteller, able to interpret data and communicate what it means back tc
business stakeholders.

Next if we truly want to help someonfgecome more successful themselves we must have @ejth understanding of wha
0dzaAySaa LINIYSNBR R2® LT ¢S R2y Qi (y2¢ FyelKAYy3a | o02dz
about Delivery how can we support a Delivery Mar&gin essence, you need to at least know and understand what the
andideally, weshould f a2 o6S 3J22R i AG® LF 6S R2y Qi RS@OSt2L) (KA
buy-in which is so crucial for being a finance baesmpartner.
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F P & A professionals are partners of business. They collaborate with Business and they speak to business.
collaborative plans Actions taken on P/L Improvemendgnplement joint cost reduction ideas with Business Partners, fg
how to improve operational efficiency, They Try to participate with Business in GrBafids Pipeline discussion to drive sa
Growth, Understand the $ss funnel, they look at the sales opportunities, New Sales and also participate with Deal
team / Solution consultantdVherever they look at possibilities to find means and ways to create value within the bus
they join them and help the buséss to deliver value creating growth. They develop a big picture mindset and d
understand the value creation model of the business. And also the increasingly important thing is communicating vall
tellers / Effective Communications].he impatant is how do F P & A Professionatenmunicate value to stakeholders
Stakeholders are increasing anywhere by any numbéoslay business are live 24/7 anywhere in the world , so this kin
frequency of demands on the way .

If we want to be succeadffinance business partners then acquiring business knowledge is very essential. Not just
odzaAyS&aa 1y26ftSR3IAS odzi &a2YS GAYS RSSLI FdzyOlAazylt SEI
GKIFIG Aazr GaLlsSE (AW 0Q@aidey (IKYSA fHyWH dF Ayl 2OSE | yR GKS f
develop understanding of Business and delivery model. Product / Services consume the cost as well generate reven
understanding on Product / Services will help asrtanage the cost effectively and drive revenue growth. Once we dev
the understanding the Kind of Services or Products our company offers then we could be easy to identify Cost driver
help us to manage the cost effectively.

The most fundametal difference between accounting and FP&A professionals is that adcdowii & = aF NB 02

I OOdzN} O& |yR 0SAy3a NRIKIDE | 26SOSNE ala az2z2y La 6S a
We have to focus on Big Picture. Decidifgwid Y I GSNA Lt Aad b2 G22 avlrftt G2

Ayili2 Ctsg!xs AGQa Y2NB lo2dzi ARSYGATFTEeAYy3d 2LILR2NIdzyAiGAS

drivers and care less about decimal point. Your truaiezas aligning yourself with the bugiss perspective. Historically
accountants have been focused on getting the numbers right versus driving insight, whereas FP&A is less about the r¢
more about understanding the drivers of the business botitdnically and prospectively. We should develop ability to see
big picture and focus on areas that create value.

Business are particularly interestedthose FAs who are able to articulate a strategic vision, who can articulate what the f
might look like, and who are great at seeing around corners. We offer strategic support to an organization. We ar
pressured to drive cost efficiencies while identifying new business opportunities, and ensure that plans are aligr
executed in accordamcto business Management strategy. In a changing business condition we have to think beyond nd

The sales team is responsible fevenueand theCFOA & NB aLRyaAof S F2NJ SOSNERGKA
misconception among the financial Team. The financial function needs to be more involved in sales than they are ri
Cuttingcosts does not equal success. Focusing on only cutting costs is a veseghatrategy.If your organization is a goin
concern you want a lonterm strategy which includes cutting the right costs as wetkaenuegrowth, improved margins ang
ultimately profitability.

We need to be change agent or develop skills and have patience to manageizatgmal change, System chang
Technological change, Process change, We are at age of disriygtcere under more undiscovered threats than any time
the past. You do not have the luxury of waiting for a disruption to arrive before reacting. Ydumleave a befitting respons
NEIFRe S@Sy o0SF2NB | RAANHZIIA2Y | NNA@Sa 2y &2dzNJ K2 N#kd
range of rapidly evolving technology and business trends but, as important, ensure thastrethle skills required to provid
to manage effective otherwise survival is difficult.

Invitation from Thought leaders

ISMA invites experts and thought leaders in management accounting to share their real life recognized contributionsfiocste® o
management accounting to publish in ISMA newsletter. The same are reviewed irstaiyeoprocess by ISM¥dvisory and governing
council to determine if these are appropriate for consideration. Best contribution after evaluation will also be consideetin ISMA
website under section of ISMA Management Accounting resource person to build up their csamperbrand and recognitions among
corporate world. For more details please email us cmaindiaonline@gmail.com
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https://strategiccfo.com/deferred-revenue/
https://strategiccfo.com/how-does-a-cfo-bring-value-to-a-company/
https://strategiccfo.com/unearned-revenue/
https://strategiccfo.com/profitability-index-method-formula/

Yvoating 7]
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PROGRAM DETATLS:

ISMA (Indian Society of Management Accountants) Chennai Chapter
invites you for “Knowledge Sharing Event” on:

“Opportunities for Management Accountants in Insolvency Resolution”

CMA Ms. Rajalakshmi will be the main speaker for this event.

She is a Cost and Management Accountant passed CMA in 1996,
Qualified Insolvency Resolution Professional, and Qualified Registered
Valuer.

She is a seasoned Finance Professional having more than 20 plus years
of experience in Finance, Accounting, Cost & Management Accounting.

WHO SHOULD ATTEND

Cost and Management Accountant who are desirous to get an insight
on Application and practice of Insolvency Resolution Process.

Date: Friday 23" August 2019

Time: 10.00am - 11:00am (Morning)- with Tea Break
Venue: Horzon Global Education Centre, Hardevi
Chambers, 1st, Floor, Montieh Road, Egmore, Chennai

Please confirm your presence on or before 15 Aug2019
Contact Detail: 9962496298

Moderator of Event:

CMA Ramji Mahadevan
(Chairman, Chennai Chapter of ISMA)

Visit us at www.cmaonline.in

ISMA EVENTS

Creating value

Indian Society of Management Accountants

Invites you for Practical Session on
FILING OF GST RETURN AND ITR-3

Date: 10" August, 2019
Time:2pm -6 pm
Place: Indirapuram
Organised by: CMA Kalyani Karna (Joint
Secretary, ISMA)
Visit us at: www.cmaonline.in

Career awareness program conducted for CMA final students on
GST registration, filing of ITR 1 and ITR 2.
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