Business : is your margin bucket water tight ?
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A service delivered not invoiced, a discount without limit of period, a device sold for free. There are many weaknesses impacting you profitability.
In the last ten years Telecommunication operators (TELCOS) tried to implement a new function called ‘Revenue Assurance’ (RA) to secure the revenue stream from the customer subscription to the accounting data, fraud prevention being also part of the function.

WHY DO WE OBSERVE THIS TREND IN TELCOS?

Ten years ago fast growing competition and emerging technologies in the telecom market have dramatically impacted the profitability of Telcos. The proportions were such that managers had to develop strategies to restore and protect revenue and profitability. This was a good start towards revenue assurance.
WHAT IS THE BENEFIT TO PROFIT AND LOSS (P&L)?

The results of the investigations performed on their turnover, margins, assets and accruals, led to the identification of losses representing up to 10% of their turnover. Even if the 10% cannot be fully recovered the turnover increase will be significant and it will benefit the P&L margin. This is since there are no additional costs (variable and fixed costs are accounted to the expenses and not the turnover registration).
Consequently this means that the margin of the company has been significantly underestimated. Also the billing process is not fully reliable and can affect customer satisfaction and the professional image of the company. Therefore the benefit is not only to the company but to the customer as well.
HOW DID TELCOS IMPLEMENT THEIR ACTIONS?

· Programs to recover money:

Implementation of dedicated organisation has been designed to mitigate risks and improve their balance sheet. All the divisions of the company have been involved (marketing, sales, IT, human resources and finance). Often during investigations you may find some customers, who have been over charged, but on the whole they are quick to complain and the problem resolved.
· Tools to automatize controls:
Alarms were designed, set up and managed to identify losses and fix them. Nevertheless the limit of manual work pushed them to find solutions to automatize comparisons. This way more resources can be used in analysis and finding root causes of losses. Then put in place solutions to fix the problem.
· Introduction to other industries:
Because of the interconnections with other industries ‘RA’ would not only benefit Telcos but also bank’s that are possibly offering mobile banking?
Using turnover, asset protection associated to, an end-to-end revenue verification ‘RA’ is therefore a strong and reliable way to mitigate risks. In addition fraud prevention is essential as fraud occurs when there are weaknesses in the processes.
E.g. errors in tariff plans can push unscrupulous people to resell call services at a lower price for a short period and then cut the lines. These calls will generate a large number of interconnection costs with no revenue and the costs will then fall on the operator.

It has been observed that ‘Revenue Assurance Function’ could be managed differently between companies according to their maturity levels. However in order to succeed in ‘RA’ implementation process it is mandatory that:

· Board members strongly support the program to target ‘RA’ culture becoming one of the fundamentals of the company.
· Task force will therefore have to change the ways they are working. They must understand they are not a stand- alone function and take into account they are part of a chain for the overall process.
The ‘RA’ team will trigger the process and act as a facilitator to ensure businesses are comfortable and confident with the methodologies and assist them with fixing issues. Day to day activities will be managed with risk assessment in mind.

A FEW WORDS ABOUT METHODOLOGY:
Revenue assurance process can be split into three steps:

1. Short term actions…curative approach 

The target is to implement quick wins to recover money and eliminate losses. It is essential to invoice all customers promptly and correctly for calls and services.

2. Medium term actions…preventative approach

The goal is to understand the origin of losses, so a specific analysis of the root cause will be of help. The root causes can then be addressed by modifying processes in; marketing, IT, sales and the system network. All divisions will be involved as it is an end-to-end process.
3. Upstream action…preventative approach

Not everything can be fixed easily, especially as new offers can bring with them their own set of losses, so it is important to implement preventive approach.

There are always going to be new offers so the sooner losses are detected the lower the impact will be. So setting up the right process from the start or as early as is possible will ensure minimal losses and keep costs down. It is also important to review the product launching process periodically to strengthen and to anticipate possible new risks. 
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According to the business maturity and resources available, 
Revenue Assurance will allow you :
1Perform a global diagnosis of the losses you might incur.
2-Prioritize corrective actions and implement  corresponding strategy depending on Return On Investment (ROI)  optimization (balance between potential losses and resources to mitigate risks).
3- Provide board members and auditors with reliable evidence of concept
4-Fix root causes of the losses and focus  on relevant controls
5-Implement a day-to-day control process that will raise alerts whenever inconsistency is detected and that will allow the company to monitor its end-to-end processes.
6- Prevent Fraud as much as possible.
ACT PROMPTLY AND WITHOUT DELAY

YOUR PROFITABILITY WILL BE ADDRESSED.
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Delphine BOIREAU


Senior finance executive from Orange Group, one of the big five Telcos in Europe with 15 years experience in the highly complex and competitive European telecom market. Recognised as an expert in Revenue & Cost  Assurance and Fraud prevention, she used to be speaker at the Annual Revenue and Cost Assurance meeting in London. 


You can contact her by email : �HYPERLINK "mailto:delphine.boireau@yahoo.fr"�delphine.boireau@yahoo.fr�.








She will share her experience at the next BIZNET conference  : Sept 17th, 2014 at 7:30 pm. For more details, �HYPERLINK "http://www.beckett-mcinroy.com"�www.beckett-mcinroy.com� or please contact : +973 17 590 135.











