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Developing a Deduction Improvement Roadmap
Workshop Objectives

 Evaluate your company ’s performance against best practices in the areas of:

 Organizational Structure

 Process

 Communication & Reporting

 Technology

 Identify the top deduction issues your company is facing

 Evaluate and prioritize your company ’s improvement opportunities

 Develop an improvement “Roadmap”

This workshop is designed to help you …
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Developing a Deduction Improvement Roadmap
Workshop Recommended Prerequisites

• Seminar – Deduction Fundamentals

We recommend that the following Attain Academy sessions be taken
prior to taking this Workshop:
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1. Introduction

2. Comparison against best practices

3. Analyzing your deductions

4. Identifying your improvement opportunities

5. Prioritizing improvement opportunities

6. Creating your improvement roadmap

7. Conclusion

a) Workshop review

b) Workshop self-assessment

Developing a Deduction Improvement Roadmap
Workshop Outline 
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1.  Introduction 
Taking control of deductions

Common Structure Desired Structure

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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1. Introduction
Types of deductions

• Wrong / No UPC

• EDI / ASN

• Wrong SKU

• Carton Markings

• Late Delivery

• Freight / Handling

• Pricing

• Returns

• Full Carton Shortages

• Concealed Shortages

• Unclassified/ 
Miscellaneous

Intentional
Typically budgeted, pre -authorized 
and not recoverable.  Considered 

“cost of doing business ”.

Preventable
Generally result from compliance 

violations. Prevented through 
negotiated exemptions & sound 

business practices.

Unauthorized
Mix of compliance violations and 
retailer “games. ” Need sound 

business practices & aggressive 
collection to recover.

• Agreed Upon 
Discounts

• Co-op Advertising

• Mark-down 
Allowances

• Rebates

• Margin Guarantees

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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• In order to develop a deduction improvement roadmap, you will need to identify 
improvement opportunities for your company

• During this workshop, we will review two methods of identifying improvement 
opportunities, comparison against best practices and review of deduction 
performance 

– Comparison against best practices – We will look at industry best practices found 
in best -in-class deduction management processes and allow you to evaluate y our 
company’s performance

– Review of deduction performance – You will review your company ’s deduction 
experience over the past 12 months to identify the key areas of opportunity  

• Once you have identified improvement opportunities, you will prioritize them 
and develop your deduction improvement roadmap

1. Introduction
Developing a deduction improvement roadmap

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

2.  Comparison against best practices
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• The overall deduction management process can be divided into the
following categories:

– Organization – This include the roles and responsibilities of those involved i n the 
deduction management process as well as who they report to.  The way your 
company is organized to manage deductions contributes to its ove rall effectiveness.

– Processes – These include the processes used within your company to identif y, 
research, prevent and resolve deductions.  

– Communication & Reporting – Deduction management is a company -wide issue.  
How well your company communicates across departments, measures performance 
and encourages accountability directly affects deduction success .

– Technology – The tools used throughout the various processes of deduction 
management dictate the efficiency with which a company is able t o manage 
deductions. 

• Comparison against best practices will highlight areas for impro vement

2. Comparison against best practices
Categories

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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PROCESS

• Proactive Management of Retailer 
Requirements; Streamlined Internal 
Processes; Effective Root Cause Analysis & 
Prevention Activities

You Company Assessment
(use best practices and samples provided)

TECHNOLOGY

• EDI / Electronic Interface Capabilities; 
Reporting / Business Intelligence / Data 
Warehousing Tools; Deduction Management 
or Collections Tracking Capabilities

REPORTING & COMMUNICATION

• Use of Key Indicators to Monitor Performance; 
Effective Reporting; Development of Customer 
Specific Strategies

ORGANIZATION

• Clear Lines of Responsibility; Cross-Functional 
Cooperation; Ownership  and Accountability  

Best Practices

2.  Comparison against best practices
Self assessment

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

3.  Analyzing your deductions
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• Review deductions received during the past 12 months

– If you are able to generate ad hoc deduction reporting*, look at deductions by:

– Reason code

– Deduction dollars

– Transaction count

– Customer

– Open deductions aged by reason code / customer

– If you are not able to generate ad hoc deduction reporting, use the reports and 
information you have to identify:

– Top deduction reason codes

– Top deduction customers 

– Aged open deductions by reason code

– Aged open deductions by customer

3.  Analyzing your deductions
Review company performance

* This may be done through your deduction system, 3rd party repo rting tools or Excel pivot tables

________________________________________________________________________

________________________________________________________________________
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• Write down your answers to the following questions regarding your 
deduction data:

1. Excluding Intentional* (sales -related) deductions, what are the top 3 reason codes based on 
deduction dollars?  What % are these of the total?

2. Excluding Intentional* (sales -related) deductions, what are the top 3 reason codes based on 
deduction count?  What % are these of the total?

3. Excluding Intentional* (sales -related) deductions, who were the top 3 deduction customers?  Wh at 
% are they of the total?

4. When you look at your aged open deductions by reason code, are t here certain reason codes that 
seem to take longer to resolve?

5. When you look at your aged open deductions by customer, are ther e certain customers whose 
deductions take longer to resolve?

6. Do you have any reason codes with deduction dollars less than 5% of the total deduction dollars 
(excluding Intentional* deductions)?

7. Do you have any reason codes with deduction dollars greater than 10% of the total (excluding 
Intentional* deductions)? 

3.  Analyzing your deductions
Review company performance

* For more information on Intentional deductions, consider Attai n Academy seminar:  Deduction Basics

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

4.  Identifying your improvement 
opportunities
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• Use the self assessment you completed in Section 2 as well as your  
answers to the questions in Section 3 to compile a list of improvement 
opportunities

– From the self assessment:

• Review what you wrote under “Your Company ” for each best practice area

• Use those observations to create action oriented improvement opportunities which 
would bring your company closer to achieving best practices

• The table below provides some samples to get you started:

4.  Identifying your improvement opportunities
Documenting opportunities

• Establishment of cross -functional team

• Creation of customer “teams” to review and develop strategies

• Development / documentation of research procedures / manual

• Investigate deduction reporting alternatives

• Develop procedures to manage customer retail compliance 
information 

Consider the following improvement opportunity …

• No routine cross -functional meetings

• No clear customer deduction strategies

• Informal deduction research procedures

• Limited reporting capabilities

• Weak management of retail compliance 
information

If your company assessment included …

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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– From analyzing your deductions:

• Questions 1 & 2 – If any of top your 3 reason codes represent a large volume 
of deduction dollars or transactions, an opportunity exists to i mprove 
performance:

– If the majority of the deductions for a certain reason code are determined to be valid, 
then a corrective action plan can be developed

– If the majority of the deductions for a certain reason code are determined to be invalid, 
research can be done with customer to understand what is causing the problem

• Question 3 – A “customer team ” can be formed to develop and implement a 
corrective action plan and settlement / resolution strategy for key deduction 
customers.

• Question 4 – If certain reason codes appear to take longer to resolve, there
may be an opportunity to review & revise processes & procedures surrounding 
research and resolution

4.  Identifying your improvement opportunities
Documenting opportunities

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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4.  Identifying your improvement opportunities
Sample reports

Happy Kids
Open Chargebacks for Wal-mart by Type as of 2/2/01

Date: 2/19/01Grant Thornton LLP

Chargeback 
Category

Chargeback
Type

Total
Dollars

# of
Chargebacks

Intentional Advertising $22,354 2
Discounts $63,188 4

Other Allowance $1,788 5

Preventable Billing Error $68,614 12

EDI / PO Violation $4,636 2

Freight $20,124 44
Handling $2,283 2

Shortage $1,371 14

Unauthorized Damage $5,779 1

Direct Rtn Allow $10,289 2

Miscellaneous $158,651 152

Category Total $87,330 11

Category Total $97,028 74

Category Total $174,719 155

Report Total 240$359,077 

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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• Using the list of improvement opportunities you developed in Section 4, 
consider the following as you begin to prioritize them:

– Is there a “natural order” to any of the opportunities you have identified, meaning that 
one can not be started until another is completed (for example, if you have identified 
opportunities to select a new reporting tool and create new dedu ctions reports, you may want to 
select the new tool before you create the new reports)

– Are any of the opportunities “low hanging fruit ”, meaning that they will be very easy to 
implement?

– Do any of the improvement opportunities align with other ongoing company initiatives?

– Are there other internal or external forces which should be take n into consideration (for 
example, if one of your key customers is pressing to meet to dis cuss your performance, you might 
want to make creating a “customer team ” to develop a strategy a high priority)

– Use the Relative Return Matrix on the following slides to help evaluate the level of 
effort required against the anticipated benefits or return

5.  Prioritizing improvement opportunities
Basic factors

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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5.  Prioritizing improvement opportunities
Relative Return Matrix

        OPPORTUNITY

EASE OF 
IMPLEMENTATION POTENTIAL

$ RECOVERY
FUTURE
$ SAVED

MANAGEMENT 
& TRACKING

BENEFIT

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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5.  Prioritizing improvement opportunities
Relative Return Matrix

Ease of Implementation

Low High

Return on 
Effort

High

RELATIVE RETURN MATRIX

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

6.  Creating your improvement roadmap
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• Once you have begun to prioritize your improvement opportunities, you 
are ready to create your deduction improvement roadmap

– For each improvement opportunity you are going to implement:

• Define the activities and / or tasks which need to be performed to successfully 
implement the improvement  (a task may be a “sub-step” of a larger activity)

• Assign a person / department responsible for each activity / tas k

• Establish an agreed -upon due date for each activity / task

– Once the roadmap has been developed, successful completion will require 
follow up and coordination of all parties involved*

• It is normal for activities or tasks to change, update the roadm ap as required

• If certain activities are not getting done, consider breaking th em into smaller 
tasks

6.  Creating your improvement roadmap
Defining the steps

* For more information, consider Attain Academy seminar:  Facili tating Cross Functional Teams

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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6.  Creating your improvement roadmap
Roadmap template

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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– In addition to the opportunities you have identified up to this point, when 
embarking on a deduction improvement initiative, it is recommended that 
companies create an Advisory Board to raise senior management 
awareness and involvement

• Include management representatives from key departments, such as Finance, 
Operations, Sales or Customer Service

• Provide monthly updates on deduction improvement activities

• Enlist support of Board members to prioritize issues, allocate r esources & 
overcome obstacles to success

6. Creating your improvement roadmap
Creating an advisory board

Embark on the Road to RecoveryEmbark on the Road to Recovery

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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6. Creating your improvement roadmap
Sample roadmaps

# Action Item Description Responsibility
Initiation 

Date

Due 

Date
Status Comments

1
Receive item set-up information from Target for console 
products

Mary/Target 3/8/2008 3/13/2008 complete

2 Receive item set-up information from Target for XX products Mary/Target 3/8/2008 3/22/2008 3/23/08 Sue sent Mary another email; Sue spoke with Mary about PC 
items

3 Update Partners-on-Line information Sue/Joe 3/13/2008 3/25/2008 complete XXX done - need to check with XXX to confirm XXX is complete

4
Review XXX order identified with 856 PO4 issues and 
determine cause

Alan, Terry 3/8/2008 3/21/2008 complete WMS was programmed to override footprint with eaches

5 Identify approach to fix the 856 PO4 issue Tim, Sue, Alan, Chris 3/8/2008 3/15/2008 complete

6
Complete initial programming to "force" 850 PO4 

information to populate 856 PO4
Alan, Chris 3/10/2008 3/27/2008 in-progress Should go live on 3/17/08

I.  TARGET 

A.  RESOLVE OPERATIONS / IT SHIPMENT ISSUES

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

Workshop review …
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Answer the following questions.  If you are not sure about the answer, you 
may want to go back to that section of the workshop

1. Name 2 of the four different categories reviewed when looking at deduction management 
process best practices (section 2)

2. Discuss at least one best practice for each category (section 2)

3. When analyzing deductions to identify improvement opportunities, what are 3 questions 
you should ask yourself? (section 3)

4. How would you identify which reason codes to focus on when devel oping corrective 
actions? (section 4)

5. What are 2 factors to consider when prioritizing improvement opp ortunities? (section 5)

6. Besides specific activities and tasks, what elements should be i ncluded on your 
improvement roadmap? (section 6)

9.  Conclusion
Workshop self assessment

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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• We hope you enjoyed this Workshop and use the information to help your company 
Improve Cash Flow and Take Control of Deductions

• Attain Academy offers a wide variety of on-line deduction training formats, including 
seminars, workshops and on-line discussion groups.  Sample training topics include:

• Preparing for a Customer Meeting
• Negotiating Deductions – Practice
• Research Strategies by Reason Code

• Facilitating Cross Functional Teams
• Working through the Settlement Process
• Creating a Deduction Dashboard

• … and more – check website for full listing

• Deduction Fundamentals
• Negotiation Tips & Strategies
• Successful Customer Settlement Strategies

• Effective Cross Functional Teams
• Measuring Performance & Managing Scorecards
• Managing Pre-Deduction Notification Information

• … and more – check website for full listing

Workshop TopicsSeminar Topics

Thank you for Attending

Developing a Deduction Improvement Roadmap

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

For more information or to enroll in additional sessions, 
please visit:

www.attainacademy.com

or email info@attainacademy.com
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Take Control of Deductions


