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The creation of profit is the central focus of all
business activities, yet most of us spend our time
managing the factors which produce profit rather
than managing profitability directly. Thanks to the
introduction of new technologies, this decision
sequence is currently undergoing a radical
reversal. Instead of allocating resources in the
hopes of increasing profit, it is now possible to
model a variety of resource allocations and
instantly see the final effects on profits. Instead of

making decisions that indirectly influence profit, DoveGppentor-.
executives can now determine the effects of their
decisions on profitability ahead of time. "Now think, Harris, what did you do different on that day?"

Managing By Profit, Not For Profit

The emerging world of Manufacturing Profit Intelligence™ (MPI™) is founded on
a simple premise: easy access to detailed and extensive P&L information about
every aspect of your business allows you to directly and proactively manage
profitability. What makes this so valuable? Just ask yourself: what would it be
worth to me to be able to rank the profitability of every single order, customer,
product, asset, process and salesperson throughout my entire organization? By
combining detailed profit analyses with powerful ‘what if’ decision support tools,
MPI™ provides a proven methodology for increasing your profits.

In essence, MPI™ is a technology which provides rapid, detailed and uniform
profit information about every aspect of your organization. When you manipulate
the various “levers” that affect profit — manufacturing processes, labor, materials,
price, capacity, resource allocation etc — MPI™ shows you the immediate impact
on final profitability. Instead of seeing profitability in hindsight — at quarter-end —
you can proactively manage profitability using the foresight of MPI™.

MPI™: Using What You Have in a Whole New Way

Most organizations have detailed information about manufacturing equipment,
raw material costs, asset expenses, processing costs and all the other factors
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involved in producing their products. They also have extensive sales data — the
products, prices, discounts, shipping costs, salesperson, profits and so on.

What they probably don’t have is a bridge between these two worlds. Without this
link, it is almost impossible to review profitability data by assets, products,
customers, orders, people and so on. This knowledge gap — combined with a
lack of forward-visibility modeling tools — inevitably results in significant profit
losses. The mature MPI™ software tools currently gaining acceptance can close
this knowledge gap, and have been proven to add 3-5% of total margin to your
bottom line. For a company with annual sales of $1 billion, that translates to $6-
10 million of additional profits every single year.

Conclusion

MPI™ is all about proactively managing profitability, the most important aspect of
any business strategy. The old adage “you cannot manage what you cannot
measure” holds more true for profitability than any other single business metric,
since every other metric depends on profit.

And, given the amount of profit involved, you probably don’t want to be the last
one sitting down at the MPI™ table.
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