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PROFITABILITY ANALYTICS
CENTER oF EXCELLENCE
. Monte Swain, PhD, CPA, CMA, CGMA — Deloitte Professor of Accounting, Brigham Young University
. Larry White, CMA, CFM, CPA, CGFM — Executive Director, Resource Consumption Accounting Institute
. Gary Cokins, CPIM — Founder and CEO, Analytics-Based Performance Management
. Doug Hicks, CPA — President, D. T. Hicks & Co.
. A network of additional collaborators
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Statement on
Management Accounting

Julie Harrison, Ph.D., FCA, is an associate
professor in the Graduate School of
Management at the University of Auckland
Business School. Prior to this, Julie worked
as a transfer pricing specialist in public
practice. She can be reached at
j-harrison@auckland.ac.nz.

Frederick Ng, Ph.D., is a lecturer in the
Department of Accounting and Finance

at the University of Auckland Business
School. His research focuses on revenue
management and the role of accounting to
understand customers. He can be reached at
f.ng@auckland.ac.nz.

Paul Rouse, Ph.D., CA, is a professor of
management accounting at the University of
Auckland Business School. Prior to this, Paul
worked as an accountant in audit and finance
in the United Kingdom and New Zealand. He
can be reached at p.rouse@auckland.ac.nz.

Monte R. Swain, Ph.D., CMA, CPA, CGMA,
is the Deloitte Professor of Accountancy at
Brigham Young University. He is the recipient
of the IMA Brummet Distinguished Award
for Management Accounting Educators and
previously was CFO at Authorize.Net, a
payment processing service for e-commerce.
He can be reached at monte@byu.edu.

Development support and editorial review provided by the Profitability Analytics Center of
Excellence (PACE), a nonprofit collaboration of practitioners and academics working together
to help management accountants and the broader business community recognize the need for
improved information for internal decision support. The PACE leadership group is composed
of Gary Cokins, Doug Hicks, Monte Swain, and Larry White.
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PACE™ Profitability Analytics Model

Strategy Formulation

[ Market Strategy \

Market Conditions
and the
Market Strategy

Operational Strategy
Internal Capability,
Capacity, and the

Operational Strategy

Investment Strategy
New Resources
and the

\ Investment Strategy )

Inputs

Strategy Validation
(Causal Models)

( Revenue Model \

Based on the
IMA’s Revenue
Management
Fundamentals

Cost Model
Based on the
IMA’s Managerial
Costing Concepts

Investment Model
Sustain, Expand,

Innovate, Secure,
and Comply

Analytics

Strategy Execution
(Forecasting & Decision Making)

( Revenue Management \

Products, Services,
Customers,
Channels, or SBUs

Cost Management
Processes and
Costs

Investment Management
Tangible and
Intangible Assets

Results
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Source: Davis (1950, p. 7), reprinted in Johnson and Kaplan (1987, p. 85).
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Revenue Management — Four Levers

Capacity management

Service and customer-focused thinking

Demand management

Pricing-basis Inventory allocation

Resource management

Product configuration Duration control

Self-assessment of revenue management practice

Pricing Basis

Inventory Allocation

Product Configuration

Duration Control

* Do you tend to charge the same price for your products or
services to all customers?

* Are your prices mainly based on costs and/or direct responses
to competitor price movements?

* Do you sell your product on a first-come, first-served basis?

* Do you charge the same price for your product or services
during both high- and low-demand periods?

* Does your product or service range require a wide variety of

different resources to produce?
* Does your product or service innovation usually involve
radically new products?

* Do you have the same operating procedures during both busy

and slow periods?
* Do you accept variation in customer behaviour as given?
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An Orphan?

Source: Davis (1950, p. 7), reprinted in

Sales

Johnson and Kaplan (1987, p. 85).

The Original DuPont ROI Model

Sales
Investment / o
Turnover >
\ Working + Accounts
Towl «— | Capital 3z Receivable
o
+ \
Investment
e— | Long-Term 3
Ksusts Inventories
Return on "
Investment
Sal Production
| e Costs
Profit e
——_1 Costof + Selling
/ Sales e Expense
Profit X
Margin o ™ Administrative
Overhead
\An Orphan? b

10
Levers Drivers  (Example) RM Practice Continuum
With Family! B2C Customer
Sales Product e Liclationships | racking system - AU TN IONINPRIN
Configuration [*=——{ Total Quality |  Six sigma differences
/ / Management | quality programs
Investment e Resource
Tumover : Management
\ \ Service Employee
Lead Time | training programs P
Toal Duation le—"1 — o Reactive {n.wl.orovements
Investment Control  [+—— Capacity Flexible work to stabilising usage
Utilization incentives
Retum on "
Investment
Price Dynamic sales
Points "
Profit TN e = i Rl Resource-focus to
Pricing Basis
“——— Brnd Targeted customer-needs focus
/ / Image advertising
Profit 5 Demand
Margin Management
‘\lﬁlh Family./ \ Customer Distinct
Scgmenting groups
Sales Tnventory " . ) Ad hoc to systematic
Allocation [¥=~—<{ Service Available
Range product features
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RM and Revenue and Cost Drivers
B
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PACE™ Moving Forward

* Profitability Analytics Field Study

* Partnerships with “User/Customer”
Associations

* Email us with ideas and your interest
in participating at:

* Monthly Webinar Series

* PA Development Groups: (ldeas)
* Profitability
* Marketing/Revenue
* Cost Management and Modeling
* Investment Management
* FP&A Improvement
* Data Analytics

* profitabilityanalytics@gmail.com
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LinkedIn page
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Invite connections

* In English PROFITABILITY ANALYTICS - Centro de
. Excelencia en Espafiol RO
* and Spanish "
m&lswm & start t his groug @) =] B
QU Profitability Analytics Center of Excellence  Admin view M -
Home Career Pages Content CED Anatytics ¥ Activity @ Admin tools ¥
b Profitability Analytics Center of Excellence 4
t v 245 followers
A nonprofit group of practitioners and academics who recognize the need for improved
information for internal decisions.
) (7
e EE————]
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Profitability
Analytics
Center of
Excellence

Make Better, More Informed Decisions for
Your Business
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profitabilityanalytics@

Questions?
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