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BOOKSHELF

“A lot of times, when people are performing 
profitability analysis but not actually relying 
on it as fodder for decisions, it comes down 
to the fact that they don’t trust the data,” 
says Scott Wise, CEO of Armada Consulting.

There are multiple reasons why decision-
makers might have a hard time trusting their 
data, from incomplete data sets to faulty 
methodologies to inaccessible technologies. 
But how can organizations right-set the 
process so that profitability analysis can be 
more purposeful and useful? 

Wise has some ideas. In fact, he’s written 
the book on it.

MEASURING PERFORMANCE
When organizations are performing 
profitability analysis but not using the 
results to guide business decisions,  
leaders should start at the ground  
floor: what are their analytics measuring  
and why? 

“The first thing leadership needs to do is 
agree on the methodologies they’re using 
to measure performance across different 
products, customers and channels,” Wise 
says. “That’s part of the art of profitability 
that people really struggle with. You really 
need to get down to the bone.”

Getting down to the bone of profitability is 
important because it creates transparency 
around the analysis, and transparency is the 
foundation of a strong analytics program.

“In this context, transparency means: 
do I have visibility into the data in a 
manner in which it can help me make an 
actionable decision?” Wise explains. “Do 
I understand the data and is there a clear 
action that I can take to move the needle 
and improve performance? These are the 
aspects that I think a lot of organizations 
are missing.”

DOES SIZE MATTER?
Like many data analysis processes, 
profitability analysis may seem like a luxury 
only larger institutions can afford. FMS 
proprietary research found that among 
institutions not performing profitability 
analysis at all, the most common reason 
was a lack of resources and a lack of 
organizational support. But Wise has a 
compelling argument for small institutions 
that don’t think they have the resources.

“My argument has always been that an 
institution leveraging these analytics could 
perform as well as one twice its size,” 
says Wise, “especially because it can 
more easily get its hands around the data 
elements, can more easily push it out into 
the organization and use it to drive more 
profitable actions.”

SUSTAINABLE PROFITABILITY
Another challenge for institutions looking 
to incorporate profitability analysis into 
the decision-making process is finding a 

sustainable program – too small and the 
organization may be wasting time and 
manpower on data analysis it can’t use in a 
meaningful way; too big and it may not have 
the resources to continue to perform the 
analysis for long enough to get to the most 
helpful insights.

“It’s a balancing act,” Wise says. “Because 
larger institutions may be able to devote five 
or ten people to cost or profitability analytics, 
but smaller institutions can really struggle to 
rationalize using their resources on this.”

Creating a sustainable program means 
finding the balance where a program can 
operate at a high level long enough to 
generate usable answers.

“Sustainability is important because, 
just like any model, profitability analysis 
improves over time – it improves naturally 
in a sustained environment,” Wise explains. 
“That’s why biting off more than you can 
chew can be almost as bad as not doing it 
at all.”

For organizations struggling to make 
profitability analysis a monthly process, 
quarterly analysis may be a more 
sustainable solution – and one where  
Wise has seen particular success for 
smaller institutions.

COMMUNICATING RESULTS
For many organizations performing 
profitability analysis but not using the 
results, there are common mindsets about 
the uses of that analysis that may hamper  
its effectiveness.

“A lot of organizations perform profitability 
analysis like they’re looking off the 
back of the boat,” Wise says. “They’re 
seeing where they’ve been rather than 
looking ahead to see where they’re going. 
Those organizations are going to miss 
opportunities.”

Their mistake, Wise says, is keeping 
profitability analysis in the boardroom and 
the C-suite, rather than communicating it 
outward to all levels of the organization.
 
“It’s really about getting it out to the 
people who make decisions on a day-in, 
day-out basis. How do you use analytics 
to take some sort of action beyond just 
cross-selling to help add value to the 
business? My argument has always been, 
if given the right information provided 
with the right information, people will do 
the right things.” §

Actionable Profitability Analytics is 
available now on Amazon.

PROFITABILITY
WITH A PURPOSE

WHY DO SOMETHING IF IT DOESN’T SERVE A PURPOSE? 
THAT MIGHT BE OKAY IF YOU’RE TAKING A VACATION OR 
NAPPING ON THE WEEKEND, BUT IN A BUSINESS, IT DOESN’T 
REALLY MAKE SENSE. YET FMS RESEARCH FOUND THAT 
51% OF COMMUNITY INSTITUTION LEADERS SURVEYED ARE 
PERFORMING PROFITABILITY ANALYSIS, BUT NOT REGULARLY 
USING IT TO MAKE DECISIONS.

“My argument has always been that an institution leveraging these 

analytics could perform as well as one twice its size – especially 

because it can more easily get its hands around the data elements, 

more easily push it out into the organization and use it to drive more 

profitable actions.” 

Scott Wise, CEO – Armada Consulting

BY THE NUMBERS

42%  
of community banks and credit unions 

significantly rely on profitability analysis for 
strategic decisions

38%  
perform and discuss profitability 

 analysis, but only occasionally tie it  
to major decisions

13%  
perform profitability analysis  
but don’t closely scrutinize it

7%  
don’t measure profitability

Source: Community Mindset: Bank and Credit Union 
Leadership Viewpoints 2019 — FMS Research

Take a deeper dive into FMS research on 
profitability in community institutions 
on pages 36-37.


