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INTRODUCTION

I. Why should you search for digital 
commerce knowledge to make the most 
out of your P&L strategy?

When analysing a company’s finance, the P&L has been 
the most utilised model, from SMB’s to large enterprise 
companies. It has evolved through decades, adding new 
lines as capitalism has shaped what we see today. The 
P&L grew from being a report understood by a select few 
into transitioning into a powerful management tool in the 
modern era. 

Companies naturally evolve through decades adapting 
to new market transformations and updating their P&L 
structure into more unique formats. Companies also 
design their own KPIs derived from these reshufflings. 
Generations of indicators are updated in response to 
new economic waves. 

The P&L structure also needs to follow these updates, 
aligned with current views among specific subjects. This 
statement can help leaders analyse blind spots over their 
finances when well done. However, it can be a stepping 
stone towards bad decision-making if done incorrectly.

WHEN RETAIL IS NOT ORGANISED FOR THE 
DIGITAL TRANSFORMATION IT REFLECTS ON 
A BADLY DESIGNED P&L CREATING BLIND 
SPOTS ALONGSIDE ITS NUMBERS, KEEPING 
MANAGERS AWAY FROM PRIMARY FINDINGS 
AND DRIVING C-LEVEL EXECUTIVES INTO 
MAKING WRONG DECISIONS.
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A well constructed P&L could be 
the right tool in finding self-evident 
numbers that damage company 
finances, leading to strategic changes 
in the whole business model.

Businesses that do not adapt their 
structure to newer formats are 
predestined into being overtaken by 
their competitors. The fast-paced 
digitalisation movement brought changes 
to companies in the last decades 
that showcased how aligning with its 
finances is essential and that it should be 
renovated for modern scenarios.

Here’s a pharma retailer* example, conceiving of the P&L as the primary 
outcome of the company’s results in terms of tracking success with their digital 
transformation strategy.

Figure 1.0 | The P&L role in a future-proof company - Connect the dots

The transformation of the P&L structure 
is raised only by the desire to facilitate 
high management into making infallible 
decisions. We believe the idea behind 
its core usage will shift from pure 
bureaucratic into a critical management 
tool and could even serve as marketing 
for public companies. The transparency 
of data will also be a key cultural factor 
for winning teams and organisations. 
Their employees will discuss the 
foundations of the company’s profit (or 
losses), using the P&L as its primary 
driver for information. (Fig. 1)

Source: EICOM Institute, 2022.
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II. The importance of environment, social and 
governance in maintaining a digitally driven P&L.

The words diversity and sustainability 
have often been addressed in the 
market as buzzwords, especially when 
following an essential Environmental 
Social Governance (ESG) checklist. 
Here is an invitation for the company’s 
C-suite to establish the connection 
between typical financial statements 
and environmental, social, and 
corporate governance practises. 

Nowadays, there is no debate that these 
topics should be top of mind when it 
comes to the decision-making process 
for future-proofing a company’s P&Ls. 
Although, it is important to reinforce 
that this document won’t fully disclose 
how to approach those matters in 
practice. A deep dive into these relevant 
discussions would require a separate 
study and evaluation.

THIS RESEARCH PIECE INVITES 
DECISION-MAKERS TO 
CONCEIVE BOTH CONCEPTS 
AS GENERAL RULES THAT 
WILL GOVERN A SUCCESSFUL 
FUTURE-PROOF STRATEGY.

Designing a P&L with environmental 
and social by-products directly impacts 
COGS (cost of goods sold), logistics, 
marketing, and overall governance. On 
the other hand, bringing diversity to 
the table when designing a company to 
be purpose-driven could guarantee a 
sustainable long-term growth. 

Purpose-driven companies such as 
B corps attract and retain talents, 
investors, and possible leads from Gen Z 
and Millenials. Real payoffs can be seen 
in the company’s P&L from productivity 
increases due to higher employee 
engagement rates to reducing capital 
and customer acquisition costs, and 
improving the company’s valuation. 

If the company values do not match 
what has been said in the advertising 
storytelling, the company’s finances 
can collapse. The C-suite role is to 
ensure that every environment, social, or 
governance shift should come first from 
the inside to the outside.
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DISCUSSION POINTS

I. Designing the essentials - the basics 
of a Future-Proof P&L.

When it comes to retail, the market has evolved into 
different formats in the last few decades. It has evolved 
from traditional brick-and-mortar stores to a more 
complex form known today as omnichannel. Shortly, the 
expected outcome is to go even further, achieving what 
is being called unified commerce. (Fig. 2) 

Figure 2 | The rise of ecommerce.

Source: EICOM Institute, 2021.
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The buying experience and its processes 
will be as frictionless as it can be. The 
biggest brands will develop various 
revenue streams in different channels, 
it will be key to manage them correctly. 
Leveraging each one of these different 
streams of retail revenue through the 
P&L will become a common pattern of 
successful businesses.

The first step towards designing a 
future-proof P&L is to understand 
the existing revenue streams in your 
particular business. Each one of them is 
a different business unit that has its own 
complexities and therefore should be at 
the core of the P&L design. 

Instead of aggregating all of these 
streams into one single “income” line, 
the best practice is to make a “spin-
off” P&L for each one of these business 
units. In this document, we present a 
P&L structure that has a small group 
of macro-clusters that cover all the 
business’ streams of revenue. Here are 
some examples of business units: brick-
and-mortar stores, ecommerce, third 
party marketplaces, and others.

For each business unit’s P&L, the 
revenue stream should be broken down 
and examined in order for its nuances 
to be presented in the analysis. To 
accomplish this, you should start listing 
all of the costs that exist to generate 
revenue, to fulfil the order, their own 
part of the G&A, or anything else that 
constitutes the business unit’s expenses. 

WHEN BUILDING THE P&L 
REDESIGNED MODEL, BRAND 
MANUFACTURERS AND 
RETAILERS COULD UNDERSTAND 
THE IMPACT THAT EACH 

BUSINESS UNIT’S REVENUE 
STREAM HAS ON THE COMPANY’S 
MARGIN, ESPECIALLY ITS GROSS 
MARGIN.

Decision makers will have the 
capacity to audit their own streams 
of revenue, highlighting the most-
profitable commerce channels, 
while easily spotting undesirable or 
underperforming branches. 

When considering the Omnichannel 
Trilemma1, it can also be an opportunity 
for the company to understand what 
could be the best trade-off strategy 
and where the company should focus 
in the short term to reinforce the digital 
transformation. The trilemma brings 
the point that decision-makers face the 
impossible quest of achieving:

• A competitive price;
• A high variety of products;
• The fastest delivery possible. 

If the business’ unit A is 
underperforming, could that unit focus 
on Pace, Assortment or Price? The P&L 
will answer this question. (Fig. 3)

Finally, a consolidated P&L should also 
be built to:

• Aggregate all of these numbers;
• Understand the performance of each 

business unit; 
• Have a clear view on the financial 

health of the entire commerce 
operation. 

The consolidated P&L needs to be 
concise, not focusing on the details that 
might appear on a business unit’s P&L. 

To foster better financial analysis, a 
very common extension is breaking 
down the aggregated P&L part using 

1 Walmart Versus Amazon: Understanding The Omnichannel Trilemma, 
article by Alexandre Soncini, 6 April 2020.

https://www.retailtouchpoints.com/topics/omnichannel-alignment/walmart-versus-amazon-understanding-the-omnichannel-trilemma
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Figure 3 | The Omnichannel Trilemma & the 3 Ps.

Source: Alexandre Soncini, 2020.

different types of customers or personas 
to understand how your revenue is split 
between your clients. 

“New user” and “Recurrent User” sections 
would provide enriching inputs to 
decision makers. As a consequence 
of this approach, numbers such 
as marketing costs and Customer 
Acquisition Cost (CAC) should be 
successfully investigated. 

WHEN IT COMES TO RE-
DESIGNING THE P&L, VISIBILITY 
IS THE TAKEAWAY TO FOCUS 
ON. IF YOU DON’T CREATE 
VISIBILITY, YOU DON’T HAVE 
ACCOUNTABILITY.

When applying this framework:

• Profit and loss structures will 
become transparent and accessible 
inside the microverse of a business 
unit’s P&L;

• Incomes and expenses are built 
inside a unified structure, commerce 
channels can be directly compared 
with each other;

• An accurate ROI calculation will 
be built for the company’s revenue 
streams.

Costs can be easily prorated detached 
from other business units’ expenses 
and directly analysed according to the 
income. Note that a very similar idea 
will be presented in chapter II, “P&L 
Reframed”, on how to leverage different 
channels of the business model, 
enabling decision-makers to read and 
structure B2B, B2C, B2B2C... numbers 
straightforwardly.
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II. The P&L Reframed.

A future-proof P&L architecture should 
inherit some discussions that go beyond 
a simple structural change. The idea of 
a new P&L model is to leverage your 
company’s financial data while highlighting 
the true margins of your business.

In this format of the P&L, you will 
undergo some distinctions between the 
traditional approach:

• R&D costs not assigned as CAPEX;
• IT is conceived as a means and not 

the end;
• The difference between revenue 

coming from sold products in 
different channels (ex: marketplace 
vs. own ecommerce store).

This format enables organisations to 
enhance their profits by leveraging their 
margins in the sharpest way possible.

The proposed idea of using the Profit 
Contributions (PC) model is embracing 
complex scenarios and bringing clarity 
and simplicity to the P&L structure. If 
you are unfamiliar with this design, it 
suggests that you organise your P&L by 
the different revenue streams that your 
company might have, with each one of 
them having its own PC groups. A good 
example would be organisations that 
operate with Google Shopping, Amazon, 
Facebook Marketplace while owning 
their website and brick-and-mortar 
operations at the same time. 

Each channel has its own nuances, specific 
costs, and investments and each one of 
them should be analysed differently.

The ideal structure to follow for each 
stream would be to:

Step 1 - Start with your channel’s 
revenue, drilling it down to three sets of 
Profit Contributions: PC1, PC2 and PC3; 

Step 2 - Every revenue stream 
would have a set of these three PCs, 
where all costs related to it would be 
broken down, winding up in the profit 
contribution for each one of them.

(=) Total Revenue

(-) Cancellations and rejections

(=) Gross Revenue

(-) Returns and exchanges

(=) Net Revenue

In the next few paragraphs, we will 
cover some discussions around this 
kind of format. 

Before we step into the actual P&L 
model, it is important to comprehend the 
difference between Gross Revenue and 
Net Revenue. 

As can be seen below, Gross Revenue is 
the result of your Revenue subtracted by 
your cancellations and rejections. Please 
note that, depending on the region 
and industry, Gross Revenue could be 
found with or without sales taxes. For 
this example, we are disregarding sales 
taxes and this topic won’t appear in the 
following discussion. But in the final 
future-proof P&L example, proposed in 
the Wrap-Up chapter, we included a line 
for you to add taxes if that’s the case.

Since it completely derives from your 
channel’s operations, such as the 
reliability of your website, payments 
gateways and others, the Gross Revenue 
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It’s important to take into account that 
these are indicators for a pure-play 
ecommerce and, for some industries, 
these numbers may vary out of the 
presented range:

• Not authorised orders: 10% - 15%;

• Cancellation requested: 0,2% - 1%;

• Stockout: 2% - 5%;

• Antifraud: 1% - 3%;

• Return Orders: 3% - 10%.

becomes a metric that tracks operational 
excellence. The latter, Net Revenue, 
focuses on product excellence, where 
you should focus on product quality to 
diminish the chance of a future product 
return by the client. Because of this, 
it’s crucial to analyse both indicators 
in order to understand where your 
company’s obstacles are and how to 
address them.

At this point, some key metrics might 
already be able to be calculated by your 
first P&L numbers. Below, we share 
some benchmarking numbers2 for you 
to compare with your business’s metrics.

2 Information based on recent market studies and 
research undertaken by the EICOM Institute, 2021

Following along, the Gross Profit 
analysis (PC1) is another metric that 
should be discussed. Its equation is 
very simple: COGS subtracted by the Net 
Revenue. 

The common point of confusion is that 
you should not mix your fulfilment costs 
with COGS, establishing the correct limit 
between the two. All the money that is 
spent in producing and internalising 
your product until it gets to the fulfilment 
centre should be allocated as COGS. 

The allocation starts to get complex 
when the company makes the first-mile 
delivery or uses a third-party fulfilment 
process, for example. When you produce 

and ship your product in-house, your 
expenses are COGS until it’s declared 
a “ready to ship product” and starts to 
become fulfilment costs at the moment 
it’s stored in your internal inventory. 

When it comes to third-party fulfilment, 
the shipping to the contractor’s 
fulfilment center should also count as 
COGS since it’s an investment to get 
the final product to its logistics process. 
This discussion will be approached 
again in a different manner in the next 
chapter. Take into account that, in the 
P&L, we use Freight for the distribution 
between the manufacturing center to the 
warehouse - first/middle mile, while the 
Shipping Costs stands for the expenses 
incurred in the action of delivering the 
finished goods to the client - last mile.

COGS

(-) Cost of items

(-) Shipping costs

(-) Duties and import taxes

(-) Clearing costs

(-) Brokerage

(-) Unsellable/Damaged

(=) Total Cost of Goods Sold

(=) Gross Profit (PC1)

(=) Total Logistics cost

(=) Total Direct Fulfilment Expenses

(=) Total Cost of Fulfilment

(=) Profit Contribution 2 (PC2)

The second Profit Contribution (PC2) 
is linked to the logistics process of 
your company. At this line, you should 
allocate all of the expenses directly 
spent in logistics and fulfilment. This 
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split approach for your PC2 analysis 
is key since, on a globalised scale, 
companies can have totally different 
models for producing their products and 
shipping them to their customers. 

A future-proof P&L displays a clear 
picture of how both the logistics and 
fulfilment processes are performing, 
no matter the scale of the operations. 
For example, if a company uses FBA, 
Amazon’s take rate would be allocated 
on PC2, since it is a logistical cost to 
fulfil the order. 

This form of allocation is an easy 
headlight for decision-makers to 
understand if their logistics costs are 
robust and scalable, also allowing 
a concrete overview of how much it 
impacts their margins. With this kind of 
model, it becomes possible to study if 
a switch to third-party logistics would 
be better than carrying out in-house or 
vice-versa.

The third Profit Contribution (PC3) is 
the last section before the G&A. After 
analysing COGS and logistics expenses, 
the idea in this section is to allocate 
every cost spent in growth for each exact 
channel. Some examples of costs are 
marketing campaigns, SaaS, external 
contractors, etc. But even though 
this sounds very simple, it is the most 
difficult allocation in the whole P&L. The 
reason is that some costs are clearly 
related to a revenue stream, such as 
a specific SaaS used only to improve 
Google Ads conversion for example.

To have accurate data on the P&L, a 
company must force itself to prorate 
these costs into the different revenue 
streams. TV advertisements are an 
example of a challenging expense 

allocation. There is no clear guideline on 
which channel this awareness campaign 
should be allocated. 

The solution arises from data collection 
and in-depth customer journey 
knowledge. You have to deeply 
understand how your client interacts 
with your products to find out which 
channels benefit the most from this kind 
of campaign. And so, create an internal 
model to prorate the costs between the 
revenue streams correctly.

Following this topic, after the PC1, PC2 
and PC3 there is the last cost-structure 
of the P&L: the G&A. In this section, 
the structure no longer focuses on the 
revenue streams and its costs. Instead, 
it targets all the other expenses that 
exist in the company. The G&A relies on 
the idea of allocating all of the global 
resources that do not fit into a specific 
revenue stream into one single group. 
Some examples are your general 
staff and the legal spending that your 
company has. 

Because it’s a generic part of the P&L, 
the G&A presents fewer actionables 
since it’s not linked to a specific 
branch. As a result, you should focus on 
allocating most of your costs in the Profit 
Contribution sections. And that’s why it’s 
so important to manage PC3 correctly 
and allocate channel-specific expenses 
on its correct stream of revenue.



13

A challenging task for operating this model is analysing data and gathering info from 
all commerce systems. Which data is critical to analysing from each commerce system 
when building your business unit’s data-driven P&Ls? The information on total carts can 
complement your shopping carts and earned carts data with the number of opportunities 
missed in the customer journey.

Figure 4 | Data analysis insight from the relationship between analytics, digital 
commerce platform and ERP.

Source: EICOM Institute, 2022.

III. The hidden side of a P&L’s terminologies.

The P&L is a standard and necessary 
tool for every company, and although 
it follows a simple concept, some of 
its terminologies have ambiguous or 
nuanced meanings leading to different 
interpretations. When businesses are 
free to decide in which way to interpret 
P&L’s terminologies, it makes way for 
confusion and potentially  wrong usage 
of the framework. In this chapter the goal 
is to present the best practises when it 
comes to P&L in a modern, tech-first 
company and how to leverage them into 
your business model.

A very important and well-used 
terminology is COGS, which stands for 
cost of goods sold. It’s a key line of the 
P&L since it formulates the gross profit 
and gross margin of the company. Thus, 
with a higher COGS you get a lower 

margin. For small businesses, COGS is 
usually a simpler number to calculate 
since their activities do not involve 
complex operations. But for modern, 
tech-heavy and global companies, 
understanding the correct way to 
calculate your COGS can be at the core of 
a better margin comprehension.

The concept involves separating the 
COGS from the cost of fulfilment, without 
mixing each other up. (Fig. 5)

COGS should aggregate all of the costs 
that your company has to produce or 
to acquire the final product, while the 
cost of fulfilment is conceived by the 
expenses to fulfil an order, like:

• Warehousing;

• Picking-and-packing;

• Freights and others.

DATA SOURCE DATA APPROACH

Shopping CartsAnalytics platform
(e.g. Google Analytics, Adobe)

Ecommerce platform
(e.g. VTEX, Shopify)

ERP/BI platform
(e.g. SAP, Oracle)

Transactions

Earned Carts
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The right allocation is key to enhance the 
company’s P&L usability, clarifying what  
the actual gross profits and margins of 
the business are. The approach also 
highlights if the COGS or the cost of 
fulfilment are healthy as indicators of 
your strategy.

Specifically in terms of the fulfilment 
process, it can be built as an in-house 
process or handled by a third-party, 
like Amazon. Both options impact  the 
company’s margins massively and its 
optimization is essential for modern 
companies to achieve sustainable growth.

THE DISCUSSION AROUND THIS 
TOPIC ARISES WHEN YOU POSE 
THE QUESTION OF WHETHER 
YOUR FULFILMENT MODEL CAN 
HANDLE A SPIKE IN SALES, 
WITHOUT IMPACTING YOUR OTIF 
(ON-TIME IN-FULL). 

Delivering everything a customer 
ordered on time is the core purpose 
of the fulfilment area and therefore 
shouldn’t be left behind. On the other 
hand, the model cannot be built to 
achieve a good SLA to the detriment of a 
healthy cost structure.

Figure 5 | Hidden costs across a Fulfilment Operation.

Source: EICOM Institute, 2021.

Technology is the main driver for a 
decrease in costs when built in-house. 
To compete in a global marketplace, 
companies must: 

• Automate the warehousing using 
APIs to track delivery;

• Optimise the picking-and-packing 
order process via data analysis. 

IV. Beyond what is written in 
your P&L.

It is widely accepted and understood 
that a select group of executives 
in the companies are the formal 
owners of a company’s P&L. Critical 
ingredients of a value-adding business 
include having a clear definition of 
the P&L responsibilities, adequate 
understanding of the whole company on 
the P&L and a culture that allows all of 
this for all.

The fulfilment process is a cost structure 
correlated with your company’s internal 
processes and if optimised could help 
the company achieve better margins.

WAREHOUSING

HIDDEN COSTS

FULFILMENT DELIVERY RETURNS
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One way to build a P&L culture within 
the company is:

• Making sure every business unit is 
aware of their key P&L results;

• All business unit members are 
responsible and accountable for 
their business unit’s P&L results;

• Ultimately: all company members 
should know their business unit’s 
P&L responsibilities, acting cross-
functionally to drive company growth.

Building a culture of P&L responsibility 
begins with sharing the information. 

• Step 1: Executives need to teach, 
train and mentor the business 
unit’s leaders on how their actions 
affect each P&L line item and their 
employees’ roles.

• Step 2: Build P&L institutional 
rituals and establish the right 
cadence for them.

COMPANIES THAT CLEARLY 
DEFINE P&L RESPONSIBILITIES 
ARE THREE TIMES MORE LIKELY 
TO HAVE FASTER GROWTH 
AND HIGHER PROFITS THAN 
COMPETITORS3. 

Enlightening P&L responsibilities 
should not be done in an execs-only 
forum. Also, it is essential to ensure 
that the current responsibilities reflect 
its strategy. Since the P&L strategy we 
are following in this paper is to split 
the business units into different P&L 
structures, the P&L responsibility should 
follow the same logic.

If you follow this statement, you must 
cascade P&L responsibility from the 
executives to  business unit heads. 
Take for example a marketplace as a 
business unit, the marketplace head 
in the company should have the total 
ownership of its P&L. 

What does total ownership of the P&L 
really mean? 

It means that the business unit’s 
leaders and their teams should be fully 
accountable and empowered to drive the 
marketplace business unit P&L results, 
including the top-line and cost structures.

Providing full P&L responsibility 
comes with creating the fertile soil of 
organisational culture to make this 
happen in the daily routine. It is essential 
to highlight that ownership means a 
complete understanding of how the 
business unit and company work and 
additionally how team members can 
effectively influence numbers.

How to start designing a P&L culture in 
your company? 

The P&L statement, balance sheet, cash 
flow statement, and the broken down 
indicators we have already seen in this 
document include ROI, ROAS, CAC, and 
LTV should be widespread throughout the 
company’s forums.

3 Boosting Performance Through Organization Design. 
BCG’s article, 17 July 2021.

Sharing is not enough when there is 
no complete understanding of what’s 
been discussed.

https://www.bcg.com/publications/2017/people-boosting-performance-through-organization-design
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WRAP-UP

After the discussions addressed in the previous chapters 
we would like to present our complete model of the future-
proof P&L. We developed a fully interactive spreadsheet 
for you to download and use in your own company. In this 
material, all of the presented ideas are included. 

Click to download4 the future-proof P&L framework for 
retailers and brand manufacturers.

When completing the spreadsheet, you will encounter 
two types of cells: blank white cells and grey/black 
cells. You need to complete the blank ones, since all of 
the others are filled automatically. You must not fill the 
grey/black cells, since they contain the formulas that 
automate the spreadsheet.

Here’s an example of the cell types below:

When opened, the spreadsheet will be splitted into 
some default revenue streams we created. We have 
already established:

• Three business units’ P&L for each stream;
• One consolidated P&L. 

It is recommended, though, you add, remove or change 
these names to make them consistent with your 
company’s business model.

(+) Revenue from product sales

(-) Discounts and coupons

(=) Revenue after discounts and coupons

(=) Revenue after shipping

4   P&L model created by EICOM Institute. All 
tables used in the article are snippets from the 
spreadsheet model.

https://uploads-ssl.webflow.com/611d568e03584148cb24ca2b/6234cbca6b7f0a966b25af41_P%26L_Model_EICOM_Institute.xlsx
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P&L Format

Business Units

  P&L Ecommerce 

  P&L Brick and Mortar

  P&L Third-Party Marketplace

P&L Consolidated

P&L Consolidated

Revenues

(+) Revenue from product sales

(-) Discounts and coupons

(=) Revenue after discounts and 
coupons

(+) Shipping revenue

(=) Revenue after shipping

(+) Tax revenue

(+) Other revenue

(=) Total Revenue

(-) Cancellations and rejections

(=) Gross Revenue

(-) Returns and exchanges

(=) Net Revenue

In each one of these rows, there will be a 
plus sign (+). When clicked, it will open 
the lines that compose that P&L. Each 
one is made by dozens of lines, but all of 
them have similar structures, following 
the Profit Contribution model like it was 
previously presented in the chapter I 
“Designing the essentials - the basics of 
a Future-Proof P&L”.

Each revenue stream has their own 
P&L, and the consolidated one at the 
end summarises all of the costs that 
appear on the smaller statements. For 
this chapter, we will briefly explain the 
consolidated version, but the filling of the 
other ones is virtually equal since they 
have the same structure as this final one.

After fully expanding the consolidated 
P&L by clicking on the plus signs, 
you will have a complete view of this 
statement. Following the logical order of 
the analysis, going from top to bottom, 
you should start by:

Step 1: Filling in the revenue from 
product sales;

Step 2: There are some deductions and 
additions that appear in this section, just 
before approaching the “Net Revenue” 
line, which is key for this part. Adding 
“Tax Revenue”, for example. 

Step 3: Before heading to the profit 
contribution sections, it is very important 

to deep-dive into your company’s 
finances, by adding all the little details 
that might increase or decrease your 
business’ net revenue.

Step 4: Following on to the next 
part of the P&L, you will find the first 
profit contribution section, you can 
recapitulate all concepts of this section 
in the chapter II, “P&L Reframed”. 

Step 5: The G&A’s part comes right 
after the three PCs sections. There is 
no G&A section on each of the business 
unit’s P&L since it represents only the 
global expenses that your company 
has, aggregating costs that couldn’t be 
allocated to one of the streams of revenue.

https://docs.google.com/document/d/125fDx3ke3PfO_w4lTrhciLe-NsW2L8H7d_9gH6WebuI/edit?pli=1#heading=h.n5g0jxtjprve
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P&L Consolidated

(=) Net revenue

(=) Gross Profit (PC1)

(=) Profit Contribution 2 (PC2)

(=) Profit Contribution 3 (PC3)

(=) Total Profit Contribution

G&A

(-) Legal

(-) Headcount

(-) Overhead

(-) …

(=) Total G&A

Step 6: Following along the 
spreadsheet, after the G&A, we have the 
last line of the P&L, the EBITDA. This is 
the last indicator of the statement and 
it is found by subtracting the total profit 
contribution from the total G&A.

Along the spreadsheet, some ellipses 
will be found (...). This is an indicator 
that new lines should be added. These 
sections are normally very specific for 
each business and need customisation. 
Feel free to change other parts of the 
spreadsheet as well, adding new lines, 
metrics and nuances that make the 
report more coherent to your actual 
operational model. It’s up to you and 
your company to make the best out 
of this material, understanding it as a 
starting point to make better financial 
statements. 

After understanding the backbone 
of a future-proof P&L structure, it 
is essential to know how to analyse 
its  metrics. The first distinction for a 
commerce business was to understand 
that each business unit will have its own 
P&L line-items. The following one is 
managing the P&L analytics.
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P&L  ANALYSIS AND KEY 
INDICATORS

If a business operates a marketplace, ecommerce, and 
brick-and-mortar, it’s evident that every channel will 
drive and deliver different results. How do you measure 
them according to the future-proof P&L framework? 
Let’s take a look at the core metrics that compose a 
digitally-driven P&L.

P&L Consolidated

(=) Net Revenue

COGS

(-) Cost of Items

(-) Shipping Costs

(-) Duties and import taxes

(-) Clearing costs

(-) Brokerage

(-) Unsellable/Damaged

(=) Total Cost of Goods Sold

(=) Gross Profit (PC1)

I. Gross Profit: a path towards operational 
excellence.

The Gross Profit equals Net Revenue minus the total cost 
of goods sold, COGS.  It is an important metric to verify 
a company’s operational excellence. When it comes to 
ecommerce, the result will reflect the way your products 
are displayed, website performance,  content creation 
effectiveness, pricing strategy, freight scale, and more.

[PC1] Gross Profit = Net Revenue - COGS
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However, this metric may vary 
depending on the commerce channel. 
When you are inside the P&L of your 
third-party marketplace: the freight cost 
will fall under COGS. For your product 
to be available for sale, the marketplace 
needs to sum all the costs for your 
product to be sold.

A proper gross profit calculation, 
referred to as Profit Contribution 1 in the 
spreadsheet, could also shift decision-
makers’ perspectives when building 
business strategies. How could you 
gain efficiency if your freight costs are 
too high, considering it is inside COGS 
in your third-party marketplace P&L? 
One turnaround is developing another 
logistics strategy. Why not import the 
products directly to the FPA instead of 
passing through the distribution centre?

II. Total Cost of Fulfilment: a 
key to unleash operational 
efficiency.

The total fulfilment cost sums all 
logistics costs (Total Logistics Cost) 
minus direct fulfilment and pre-
delivery expenses. It delivers valuable 
information for decision-makers 
regarding how much it costs to provide 
the product in your consumer’s hands for 
each business unit (commerce channel). 

Total Cost of Fulfilment = Total 
Logistics Cost - Total Direct Fulfilment 
Expenses

Coming back to the third-party 
marketplace example, you’ll notice 
numbers such as the marketplace selling 
fees, customer care, and payments 
falling under this metric. The total cost of 
fulfilment encompasses all direct costs 
of that specific fulfilment transaction.

(=) Total Cost of Goods Sold

(=) Gross Profit (PC1)

Logistics Costs

(-) Storage cost

(-) Headcount

(-) Packing

(-) Shipping cost

(-) Return cost

(=) Total Logistics cost

Direct Fulfilment Costs

(-) Selling fees

(-) Customer care

(-) Payments

(=) Total Direct Fulfilment Expenses

(=) Total Cost to Fulfil
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III. ROAS: What is it? And, 
how to calculate it?

IV. CAC: What is it? And, how 
to calculate it?

The ROAS (Return on Ad Spend) 
is a metric used to measure the 
effectiveness of a digital marketing 
campaign. In particular, most used 
for digital sales channels, in which 
the investment on an ad is way more 
trackable than in-person experiences. 
ROAS could also determine if a 
campaign is more effective than another 
one, helping decision-makers allocate 
their resources appropriately. How do 
you calculate it?

ROAS = Gross Revenue / Marketing

Calculating the acquisition cost comes 
along with the challenge of expenses 
attribution in the P&L. All the lines 
below consist in bringing sales to the 
organisation. In most companies, they 
are allocated as G&A, despite being 
directly related to its growth.

How much should a retailer and brand 
manufacturer spend to attract one 
new customer? The cost of customer 
acquisition (CAC) indicator answers this 
question, which measures how much 
is needed as an investment to attract a 
new customer. Some analysts say that 
calculating this number can provide an 
excellent proxy for marketing efficiency.

From a simplistic point of view, some 
may say calculating CAC is reflected by 
the equation below.

CAC = MCC / CA

CAC = Cost of customer acquisition;

MCC = Total marketing cost for acquiring 

customers;

CA = Total number of customers acquired.

Keep in mind that the total investment 
spent on an advertising campaign can 
include more than just the total amount 
spent on the actual digital ads. Examples 
of those costs can be sales commissions 
and fees related to partners, vendors, 
and affiliates.

(=) Total Revenue

(-) Cancellations and rejections

(=) Gross Revenue

(-) Returns and exchanges

(=) Net Revenue

(-) Management

(-) Internal Expenses

(-) Marketing

(-) Platforms

(=) Profit Contribution 3 (PC3)

(-) Management

Fees for outside 
management 
contractors focused 
on growth excluding 
Fulfilment 

(-) Internal 
Expenses

Payroll focused on 
growth excluding 
Fulfilment

(-) Marketing

These are all marketing 
expenses excluding 
Agency fees. This is the 
direct investment in the 
marketing channel.

(-) Platforms SaaS, licenses, etc.

(=) Profit Contribution 3 (PC3)
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However, as mentioned above, this 
simple calculation can bring some blind 
spots to decision-makers. Retailers 
and brand manufacturers can easily 
subtract or discount these metrics as 
some necessary expenses directly 
related to customer acquisition, having 
as a consequence an underestimation of 
CAC’s value. Some of those are the sales 
and marketing team’s salaries and any 
additional professional services used 
like designers and developers. 

Here is the following Full-CAC 
calculation - a suggested estimation 
for retailers and brand manufacturers 
CAC, including marketing and sales staff 
wages and professional services.

Full CAC = Management + Internal 
Expenses + Marketing + Platforms

Here’s an example of the management 
line: how much does it cost your sales 
and marketing team? Imagine you 
have a brand director, ecommerce 
manager, channel specialists, etc. If 
your brand director costs X, you need to 
know exactly how this person’s time is 
allocated to measure the effectiveness 
of your growth strategy. 

(-) Management

Fees for outside 
management 
contractors focused 
on growth excluding 
Fulfilment 

(-) Internal 
Expenses

Payroll focused on 
growth excluding 
Fulfilment

(-) Marketing

These are all marketing 
expenses excluding 
Agency fees. This is the 
direct investment in the 
marketing channel.

(-) Platforms SaaS, licenses, etc.

(=) Profit Contribution 3 (PC3)

Going for the marketing line is easy for 
conversion investments for a specific 
business unit. Imagine you spend 
$100K on your Google PPC campaign 
directly linking to your ecommerce. 
In this case, you can track how many 
visitors became customers and allocate 
the costs in your ecommerce P&L or 
marketplace. The same logic goes to 
Instagram ads and other trackable 
digital marketing investments. 

However, there’s a massive challenge 
in attributing the cost of spending the 
same amount of money on influencer 
marketing, for example. What are the 
channels that benefit from this brand 
activation directly?

The only way to solve this problem is 
by mapping the customer journey since 
this is a technology challenge. The 
tech-driven team needs to develop an 
attribution model so it is possible to 
prorate brand awareness investments 
properly by using data. 

These days, some companies make 
attributions such as last click, first 
click, etc. Using data science, 
teams’ collaborations, and customer 
data platforms per segment, you 
could understand brand awareness 
investments that are not yet trackable: 
television, PR, etc.

V. LTV: What is it? And, how to 
calculate it?

Although calculating Full-CAC can 
provide decision-makers a perspective 
on marketing efficiency, it can leave out 
some key factors. The full-CAC indicator 
doesn’t consider the entire relationship 
a client has with the brand, and it is only 
a snapshot of its acquisition moment. 
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VI. ROI: an holistic view on the 
commerce operation.

The ROI metric calculates how profitable 
an investment is to the company 
according to its costs. As the name 
says: return on investment is usually 
calculated by dividing the net profit - the 
value taken from the company’s profit 
and loss (P&L) statement - per the 
investment. With this result, you multiply 
by 100. 

Customer Lifetime-value (LTV) delivers 
to brand manufacturers and retailers a 
view on how much value a customer is 
bringing to the business in the long term.

The following equation delivers how 
customer value is calculated (excluding 
lifespan). Customer value represents 
the average monetary value that each 
customer brings to your business during 
a time frame. 

Customer Value = Average Order 
Value x Purchase Frequency

Average Order Value = Gross Revenue / 
Total Orders

Purchase Frequency = Total Orders / Total 
Customers

To calculate your customer value, you’ll 
need to multiply your average order 
value by purchase frequency. However, 
it is crucial to set up a timeframe for 
this calculation. There’s an important 
difference between calculating the 
customer value for one year, two, or 
more due to the differences in the data 
you will use to get the final result.

LTV is calculated by taking the value 
from the first equation on customer 
value and multiplying it by the average 
customer lifespan. Lifespan is a 
metric that measures how much time a 
customer spends becoming an active 
shopper in your store.

LTV = Customer Value x Average 
Customer Lifespan

LTV = Customer Lifetime-value;

Customer Value = Average monetary value 
that each customer brings to your business 
during a time frame;

Average Customer Lifespan = How time, 
on average, a customer spends becoming 
an active customer in the referred retailer/
brand-manufacturer.

The main challenge for retailers and brand 
manufacturers is calculating the lifespan. 
Lifespan depends not only on the type of 
segment but also on the product. 

Take for example the grocery segment. 
When it comes to supermarkets, it is 
estimated that there is a frequency a 
customer would buy from a specific 
local player. A person would have to 
buy their groceries for the month, week, 
or day in a recurrent timeframe to fulfil 
their life needs. 

However, for example, when shifting 
to the fashion industry, how can the 
lifespan be estimated? It is more difficult 
to understand customer behaviour since 
fashion is discretionary consumption. 
People do not buy new clothes every 
month or week in the same store. How can 
you track shopper activity in a timeframe?

A solution for this problem is to develop 
a database from scratch to start tracking 
this metric. Only by deep diving into 
analytics and the operation itself would 
it be possible to gather this number more 
accurately. Based on market research, 
it is feasible to establish a start value 
based on the segment and then adjust 
the metric by evaluating customer data 
over the years.
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However, the ROI multiplier is a 
factor of your expected revenue and 
customer acquisition costs and it could 
be calculated by using the following 
methodology:

ROI = (LTV/Full-CAC) x 100

Again, the importance of having different 
lines in the P&L for every channel can 
be seen when calculating the ROI 
per channel. To effectively check if 
a channel is efficiently returning its 
investments depends on the retailer 
or brand manufacturer’s ability to 
distinguish each channel’s costs. In this 
manner, calculating ROI per channel 
means following the equation:

ROI per business unit = (LTV per 
business unit / Full-CAC per business 
unit) x 100

The LTV and Full-CAC should be taken 
from the formulas you can find in the 
sections above.

The organic repo rate (TRO) 
and the “adjusted ROI.”

The organic repo rate (TRO) is one of the 
leading online retail metrics, indicating 
all sales that happened without requiring 
any marketing expense. It measures the 
customers’ loyalty level, which relies 
mainly on the quality of sales processes. 

The organic repo rate impacts the ROI 
directly, increasing the recurrence 
marketing expenses flow.

Although there are more complex 
models to calculate the TRO using each 

TRO = $ captured sales by organic 
channels per year / Required 
investment to capture the customer 
base

Adjusted ROI = (ROI * TRO) + ROI

customer’s ROI, the presented formula is 
a more simplistic approach.

When measuring the adjusted ROI,     
you will:

• Effectively prioritise digital 
marketing campaigns in the short-
term by better understanding your 
actual ROI;

• Clarity on where to allocate efforts and 
what strategy to pursue depending 
on a cohort’s recurrence rate (e.g., 
assortment, customers, etc;);

• Have predictability when calculating 
revenue and profit.
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WHAT’S NEXT? 

The possibilities are truly endless when discussing 
future-proof business strategies for retailers and 
brand manufacturers. New models and indicators will 
continually arise while technology continues to improve 
its standards; companies need to push their financial 
analysis to the next new level. AI models will diminish all 
heavy work, helping directors and investors forecast and 
predict upcoming trends. 

Traditionally, when it comes to P&L analysis the image 
that comes to  mind is a person manipulating the same 
old spreadsheet with the current data. Manipulating 
manually by excel not only takes a lot of precious time 
from your team but could generate needless effort. If 
the automation is precise, the magic needs to be only 
done once.

Soon, a P&L generated without a data warehouse won’t 
provide the necessary data in a fast enough time frame. 
In a growth business, it is a given that you might face a 
non-linear relation when predicting and analysing your 
financial data and products portfolio. Players will need 
to go automated in their P&L analysis to win. 

Pulling up data automatically can provide you with 
regular updates on the P&L. The future relies on 
using dynamic pricing methodology, optimising 
and controlling inventory, and Value at Risk (VaR) 
calculation for product inventory to manage supply chain 
risk via data. 

In addition, if the automatisation is carried out with 
the proper management of knowledge, well-written, 
documented, and trackable, it is far easier to handle 
more complex scenarios. It is a matter of deciding to 
dedicate your team’s efforts to analysing the output 
rather than producing it. 
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The future C-Suite will have to adapt to 
a scenario where computerised reports 
control the market. The goal is not about 
having more information than your 
competitor but understanding what is 
worth investing time into and energy in 
via the use of technology.

One of the biggest trends from the last 
decade was Big Data, enabling a new 
world of solutions supported by massive 
information. But a problem emerged. 
The considerable amount of data 
made handling and separating reliable 
numbers from just noise challenging. 

According to the famous Gartner’s 
Hype Cycle for Artificial Intelligence5, 
published in 2021, to make AI models 
more efficient, 70% of the business will 
be shifting from big to small and wide 
data by 2025. Companies will be working 
with limitless data points, but they will 
use them more intelligently, with less but 
more essential and accurate information. 
Thoroughly learning what you are 

working with is key to optimising your 
analytics team and being confident in 
your decisions. (Fig. 6)

Quantitative analysis is heavily used in 
the financial market to predict future 
stock prices, mainly supported by 
machine learning algorithms. This type 
of technology is also used in fintechs, 
mainly in the lending sector, which uses 
the robustness and speed of big data 
and machine learning models to develop 
accurate credit scores for retail users. 
The same concept is starting to be used 
in accounting, automating the whole 
process and making it so granular that it 
enables a comprehensive view of every 
minute aspect of your business. 

The power of Business Intelligence is 
also a derivative from the digital era, 
where it becomes possible to generate 
thousands of KPIs instantly, creating 
a perfectly holistic view for decision-
makers to understand the problems and 
opportunities of a particular strategy.

Figure 6 | Hype cycle for Artificial Intelligence.

Source: Gartner, 2021.

5 The 4 Trends That Prevail on the Gartner Hype Cycle 
for AI, Gartner’s article, 22 September 2021.
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https://www.gartner.com/en/articles/the-4-trends-that-prevail-on-the-gartner-hype-cycle-for-ai-2021
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Figure 7 | Consumer products companies are being disrupted at different paces 
along the value chain and across categories.

Source: Bain Analysis, 2019.

The role of executives is to understand 
what comes out of this model and predict 
new data points that help the company 
get a clearer overview of its results and 
status. As the global market evolves to 
different formats, new channels, and 
revenue streams appear, new KPIs will 
have to be created to adapt to these new 
economic waves, increasingly being 
supported by AI and further automation. 
One simple question will become an 
alert for every major company’s board 
meeting: When will your sector be 
disrupted by digital innovations? (Fig. 7)

Note6: Placement is illustrative and based on major shifts in market share, profit margins, 
competition and pricing resulting from technologies and related disruption.

6 How Brands Can Navigate Turbulence with a 
Disruption Radar, Bain’s article, 29 May 2019.
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https://www.bain.com/insights/how-brands-can-navigate-turbulence-with-a-disruption-radar/


A WORD FROM THE EXPERTS.

“What’s the principal difference between brick-and-
mortar stores and a digital business? Your digital 
business has become your main business, and your 
brick-and-mortar stores are now your side business.

Commerce is constantly evolving, changing fundamental 
pieces of what makes a business succeed or fail. In this 
article we present a fresh take on how businesses should 
look at their P&L, to give their executives a head-start on 
identifying challenges and opportunities.”

“These days having data about all aspects of the business 
isn’t optional, it is essential to drive data-driven cultures 
and ensure we can capture trends on how the company is 
doing in all aspects: from finance, to software reliability, 
usability and even analysis of profit and loss.

When you have a systematic approach based on data, it 
enables you to have more holistic identification of trends 
and aspects of how the company operates, which doing 
manually in the past was a lot more energy intensive, and 
because of that hard to accomplish.

Combining the power of data analytics to bring product 
metrics and finance metrics closer together can shed 
light into possible investment gaps or even mismatched 
expectations of returns and profitability of parts of 
a product, which will enable companies to make 
adjustments in investment strategy faster.”

Rodrigo Dellacqua

Fernanda Weiden

CEO at EICOM Institute

CTO and Board Member at VTEX, ex-Facebook, 
ex-Google



“You can’t build a Future-Proof P&L without a Future-
Proof Culture. Foster a deep technical knowledge of the 
digital world with internal stakeholders, and give them 
transparency in the numbers to create accountability and 
cooperation.”

“When we talk about digital transformation, the first thing 
that comes to our mind is to build an online store. It could 
be at a given point the correct answer. Although, there’s 
so much more to happen inside an organisation first. It’s 
not an ecommerce that will digitally transform a business. 
The change needs to happen from the inside to out; 
ecommerce is just one more commerce channel. 

The P&L transformation is the starting point of the digital 
transformation journey. We have been tracking numerous 
retailers and brand manufacturers for over 20 years, and 
this framework was proven to be part of a successful 
digital transformation recipe. Technology as a core 
capability to achieve success.”

Thiago Pasos

Alexandre Soncini

Brightdome Founder and CEO 

VTEX Co-founder



We are a vanguard institution that provides high quality 
education and grading to all levels of professionals 
within the Commerce field. We educate and support 
commerce professionals to form a bold digital 
transformation strategy.

Brightdome is an enterprise full-service digital 
commerce agency, boasting a team of experts that 
created and managed several successful brands in over 
30 countries. Brightdome carries a unique combination 
of entrepreneurial DNA and the empirical knowledge 
gathered through decades of management experience.

EICOM

About the Institutions

https://www.eicom.org/
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