Technology

making a case for
business analytics
B Y RO C K G NATOV I C H

We all operate in information businesses, and it’s becoming increasingly apparent that, in order to achieve a competitive advantage, companies first must have
a strategy to sustain an information advantage. Whether it’s the need to monitor quarterly business performance or make certain that the company is meeting its Sarbanes-Oxley (SOX) requirements, responding to a competitive threat,
or capitalizing on a new product introduction, personnel from operating managers to chief financial officers no longer have the option to say, “I don’t need to
know.” That’s why it’s critical that businesses find ways to quickly access data
that will help them sustain a competitive advantage by adapting and responding
in an agile manner while also meeting all of their regulatory requirements.
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HOPPING ONTO THE ANALYTICS BANDWAGON
The marketing and analyst airwaves are flooding with
speculation about what’s next for BI. Articles, webcasts,
seminars, podcasts, white papers, and the like are asking
what’s beyond the dashboard. What will BI 2.0 be like?
Established vendors such as SAP and Siebel have unveiled
BI product suites under the banner of “analytics.” SAS, a
perennial stalwart of the statistics market, is suddenly

Analytics makes it easier to
visualize the data trends and to
annotate and report them.
being touted as the number three BI vendor, and Microsoft
and Oracle have made strong moves to subsume key BI
functionality into their relative infrastructures.
Analytics is hot, no doubt, and is finding its place
within many functions and business processes, including
corporate finance. So much so, in fact, it seems clear that
among all the other market influences, analytics will be a
defining feature of next-generation business intelligence.
So, what is analytics? Neil Raden of Hired Brains, a
market research and management consulting firm, has
said that analytics is “the proper term for interacting with
information at the speed of business, analyzing and discovering and following through with the appropriate
action.”
He further explains, “Analytics is wrongly perceived to
be too technical for most people to master. The key to
proliferating the use of these capabilities is to encourage
people to discover the benefits through not only training,
but through practice. Each person has his or her own
particular questions and theories, which are generally not
addressed through reporting and canned analysis such as
dashboards. Unlocking these observations for examination and discussion is essential.”
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Figure 1
PLAN N IN G CYCLES

COMPETITIVE ADVANTAGE/BUSINESS VALUE

For years, the so-called business intelligence (BI) vendors have trumpeted their products as the means to visibility in corporate performance. But if those solutions
were sufficient for today’s business, why are these same
vendors in a mad scramble to reposition their offerings
as “analytics”? It’s clear that BI alone isn’t sufficient for
meeting the needs of today’s financial officer or operating manager, so what’s next? We’ll look at business analytics (BA) and explain how a company reduced the time
it took to get critical data it needed from two weeks to
two days.
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DROPPING THE GLOVES: BI VS. BA
Raden hits on several key points to differentiate business
analytics from business intelligence. Some of them are:
◆ BA is targeted at the business user rather than the IT
department.
◆ BA is a response application oriented more toward
calls to action than to simply inform.
◆ BA can be predictive or, at a minimum, aimed at
responding to unforeseen events and revealing new
insights and unexpected discoveries.
◆ BA enables a business user to ask and answer questions without a product development and augmentation cycle required from the IT department.
◆ BA isn’t limited to the analysis of data preprogrammed into a warehouse or cube.
You don’t get BA when you buy BI, despite what the
marketing says, because the benefits and requirements are
different.
Let’s use a simple 2 ✕ 2 quadrant, as in Figure 1, to
track the BI-to-BA roadmap. The traditional BI market
has been associated with the bottom left quadrant, providing executive dashboards and reporting to monitor the
assumptions and key performance metrics that are part
of long-term planning cycles. Historically, vendors such
as Business Objects and Cognos, who are forced to slug it
out over almost every deal, have served this market.
The competitive landscape is changing, though.
Microsoft has entered the market by driving the placement of SQL Servers into the space in order to broadly
deploy and deliver its BI Suite and Reporting services in
volume. In addition, Oracle has seen the effect of companies moving data out of the database to stage it for analy-
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sis. The resulting data warehouses have provided a degree
of utility in housing, manipulating, and delivering strategic information across the organization. You can understand why Oracle wouldn’t want data stored outside the
corporate Oracle database to be viewed as strategic.
Consequently, as a competitive response, Oracle has
extended its own data warehousing technology to enable
“in-database” data mining and “OLAP (online analytical
processing) on-the-fly” so that the data never needs to
leave the original data store.
Last, as I mentioned earlier, SAP and Siebel have
launched their own BI reporting tools. Cognos and Business Objects have built substantial businesses that benefited from the lack of basic reporting from enterprise
resource planning (ERP) and customer relationship management (CRM) implementations. The bottom left quadrant is under attack by the worst sickness to befall a software market—commoditization and standardization. BI
salespeople now compete on price and meeting the IT
objectives of their major users.

MOVIN’ ON UP: BA GAINS MOMENTUM
All isn’t lost, however. Traditional BI is moving up the
business value axis into the top left quadrant, as Figure 2
shows. This shift comes as a result of two trends. First,
everybody wants a dashboard. To the extent that all of us
are CEOs of our own business discipline, we want a simple display of how we’re doing and an alert mechanism
for when something goes wrong.
Second is the growing urgency around SOX. Monitoring planning assumptions and key performance metrics
has now become mission critical from a regulatory and
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compliance standpoint. You have to put many of your
best people on this activity. It’s critical to the value, perception, and management of the business. The issue with
this investment is that it has little to no upside in differentiating your company. If you’re in the top 5% of the
firms that have implemented SOX, you still only get the
checkmark. If you do it poorly, someone is likely to spend
some time “out of the office” on extended leave.

GETTING A HIGHER RETURN ON EXPERTISE (ROE)
As we move from the left quadrants to the right in Figure 3,
you can see that we’re moving from the users involved
with longer-term planning cycles to new users who are
engaged in day-to-day, highly iterative operating cycles.
The operating managers of a company—product
managers, sales managers, researchers, engineers, and
marketers—are a group I like to call “Go-To Guys.”
Because Go-To Guys are faced with new problems and
opportunities every day, they are less likely to be major
users of BI, which is designed to automate the distribution of standardized reports that monitor predetermined
key performance metrics and planning assumptions.
Andy Palmer, the chief information officer of drug discovery company Infinity Pharmaceuticals, explains the
need for business analytics, “I don’t know what tomorrow’s problem will be, but I can say with some assurance
that there will be a problem tomorrow. There isn’t any
way to preformat a report or preconfigure a cube to
anticipate everything that can occur in the operating
world. In fact, the last thing that I want is another report
when the data and the circumstances are yet unclear. I
want a single environment where I can ask and answer
Febr uar y 2007

I

S T R AT E G I C F I N A N C E

49

Figure 4
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any question until I develop some confidence in my
analysis.” The current methodology that supports
Palmer’s observation today is represented in the bottom
right quadrant of Figure 3—where analytics begins.
The Go-To Guys deal daily in unanticipated outcomes
and unknown results, and it’s their job to mitigate risk
and capitalize on opportunities. BI isn’t structured to
iterate on new scenarios or to respond with immediacy to
unanticipated events. BI’s answer to analytics has been to
deliver the report to the business user, who typically takes
the data and dumps it into Microsoft Excel to perform
analysis.
As a result, the bottom right quadrant contains $8 billion (yes, billion) of internally developed analytic applications with Excel as their front-end. The BI players treat
the output to Excel as a feature, but I actually think it’s a
tremendous failing. It’s proof that you don’t get BA when
you buy BI. The BI architecture can’t support the operating needs of the business users to ask and answer their
own questions in response to new occurrences and events
in the marketplace.
Excel isn’t an answer either. As soon as the data is
dumped into Excel, the user is out of the BI system with
no way back in. Any insight that the business user gains
while interpreting Excel spreadsheets tends to stay with
the user, which means all opportunities for organizational
learning or process improvement are lost.

a way to achieve the combination of a return on information invested and a return on expertise, enterprises will
begin to move to the upper right quadrant of the analytically savvy organization, as Figure 4 shows.
What are the characteristics of the analytically savvy
organization? First, even the planners from our top left
quadrant want in on the act. Analytics is enabling more
proactive, high-frequency planning cycles. Planners using
analytics are better able to refine and iterate the plan,
shifting resources to higher-performing areas with the
goal of being first to market and never having a warehouse full of trendy goods once the trend is over. Second,
the analytically savvy organization is more operationally
agile—able to adapt and respond—whether that’s to a
competitor releasing a new product, a change to the pricing structure in the marketplace, or the success of their
own marketing campaign.
There’s also a technical component to all of this reinforcing the claim that the technical requirements to

Top: A credit marketing example that shows how market-
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ing can change the risk profile of new customers by

The point here is that the requirements for analytics are
different from the requirements for BI, but the benefits
are different as well. Further, as analytics is internalized as

analyzing responders to varying credit offers based
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on balance history and credit profiles.
Bottom: Analytics helps users select mutual funds.

support analytics are different from the technical requirements that enable BI. To facilitate reporting and dashboards, BI traditionally works with aggregated data. Business users can’t rely solely on aggregated data in the
operating environment because the aggregated data often
will obscure the key issue or opportunity in the information. Users have to be able to get to the details.
Also, BI data is typically staged in an OLAP cube to
support drill-down. In analytics, the Go-To Guys must
get directly to the source data in the operating databases.
The key facts needed to make an operating decision often
aren’t in the cube because the IT department hasn’t anticipated them. This isn’t a question of the trees obscuring
the forest—you have to be able to see both. The business
users can’t be disconnected from the critical data needed
to make a key business decision.
Last, the requirement of the BI system has been to
monitor the data based on preconfigured questions,
requiring only a thin-client environment to inform the
user. In the operating world, users need to engage with
the information. This requires a richer client to support
interactivity and the ability for users to ask and answer
their own questions without having to go back to IT.
Remember, you don’t get business analytics when you
buy business intelligence. The requirements and benefits
are different. The return on information and expertise
achieved by arming your operating managers with analytics will supercharge your existing BI investment.

A STRATEGIC INFORMATION ADVANTAGE
Consider the case of one of the world’s largest integrated
oil and gas companies, which we’ll call Acme Oil & Gas. A
key reporting measure that Acme Oil & Gas and all energy companies use is “proved reserves.” Defined as a reasonably certain estimate of remaining commercially
recoverable volumes of oil and gas, it represents a foundation of known recoverable quantities. Proved reserves
is combined with a complete account of expected reserves
and contingent and prospective resources to produce an
overall picture of a company’s assets.
Proved reserves in aggregate form is reported to and
filed by the U.S. Securities & Exchange Commission. The
company publishes this data in its annual report and uses
it in communication with investors. The data is of vital
importance because it’s closely linked to a company’s
overall market valuation, so errors in reporting reflect
poorly upon a company and discourage investment.
In the past, engineers at Acme Oil & Gas’s Corporate
Exploration & Production Forecasts group spent numer-

ous hours analyzing proved reserves data and performing
quality control. This process required sifting through
mountains of Excel spreadsheets. The key task was to
track the data through the year to see how reserves data
changed and differed from estimates, compared by both
net and gross volumes. This was more than a matter of
simply reporting volumes. The reports also include cost
input, production profiles, and net present value calculations using standardized measure value (SMV) of discounted future net cash flow relating to proved reserves
quantities. The analysts then aggregated the data into
tables for analyses and publication.
In 2003, Acme Oil & Gas management began to investigate whether analytics could be used to improve the
proved reserves quality control process. Could analytics
speed up quality control so its analysts could spend more
time on other tasks?

FROM TWO WEEKS TO TWO DAYS
To start, the Acme Oil & Gas analysts imported the
spreadsheets into their new analytics platform and
quickly found that analytics made it easier to visualize
the data trends and to annotate and report them. After
using analytics for only a year to analyze and report on
proved reserves data, the company realized vast improvement in the speed and accuracy of reporting. When
using analytics to review the initial end-of-year reserves
data in mid-December, for example, Acme Oil & Gas
reduced the time it takes to quality control the data and
provide feedback to the field offices from two weeks to
two days. Acme Oil & Gas continues to use analytics to
analyze this data until the final results are submitted to
the SEC at the beginning of the following February.
Analytics also gives Acme Oil & Gas a much higher level
of confidence in its reporting. It’s essential that SEC
reporting and what’s made public to investors is consistent and in accordance with generally accepted accounting principals and standards. Proved reserves data is provided through SEC files and is what analysts use to assess
a company’s market valuation. Therefore, consistent and
compliant reporting over periods of time is linked directly to how the company is viewed for investment opportunities. With analytics, Acme Oil & Gas has greater confidence that its reporting is consistent and accurate to best
reflect its investment potential. ■
Rock Gnatovich is president of Spotfire, an enterprise analytics company based in Somerville, Mass. You can reach
Rock at (617) 702-1600 or rock.gnatovich@spotfire.com.
Febr uar y 2007

I

S T R AT E G I C F I N A N C E

51

