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An Agile Business has Lower IT Costs

Business Strategy and Top Performance

Average Firm1 Cost 2 Balance Cost &
[n=337] [n=22] Agility3 [n=50]

18% 11%

IT Portfolio
Mix of
Investments

2T %

/ 445 \

$IT compared
to industry avg.
as % of expenses

Average percent 15% more than 3% less than
. Industry average .
of expenses industry average industry average

1. All 337 US siock exchange listed firms in the sample of 640, 3. Balancsd: maddle 50% on % of sales from modified products and top 50% on ROIC.
2. Cost Focus: top 50% on ROIC and botiom 25% on % of sales 4. Agle top 50% on revenue growth and top 25% on % sales from medified products.
frorm modified product.

Source: Anaysis by MIT CISR (Weill and Johnson] using [T Investment (2003-5 averags) and firm
= performance (20034 averaps]. IT Data: Collecisd by Meta'Gartner, Or. Howard Rubin for 820 Smns
Center for Information Systems Research  sing M7 CISR framework. Ferformance dats from Compustat NSF Grant Mumiber IS-0085725

& 2005 NIT Sloan CISR - Weill 14
7/
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An Agile Business has Lower IT Costs

‘ Strate
Transacional

Infrasineciure

Agile businesses, which are
most easily created by a
] SOA, have reduced IT costs.

Cost-focused businesses spend more I
for IT than their Industry average.

Average Firm? Cost 2 Balance Cost & Aguet
[n=337] Jr—227 Agility? [n=50] 11 =22]

IT Portfolio
Mix of
Investments

$IT compared
to industry avg.
as % of expenses

Average percent 15% more than 3% less than
. Industry avera .
of expenses industry average industry avera

\\

1. All 337 US siock exchange listed firms in the sample of 640, a B ced: rmaddle 5 on %% of sales from modified produ top 50% on :
2. Ceost Focus: top 500t on ROIC and botiom 25% on % of sales 4. Apg 50% o we growth and top 25% on % sales ified
frorm modified product.

Source: Anaysis by MIT CISR (Weill and Johnson] using [T Investment (2003-5 averags) and firm
= performance (20034 averaps]. IT Data: Collecisd by Meta'Gartner, Or. Howard Rubin for 820 Smns
Center for Information Systems Research  sing M7 CISR framework. Ferformance dats from Compustat NSF Grant Mumiber IS-0085725

& 2005 NIT Sloan CISR - Weill 14
7/
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Business Agility Produces Real Measurable Results

Performance | Agile | Staid | Measure |

N Percent of 2004 sales from new

ew . . .

Prod t products introduced in previous three
el S yvears. Average = 5 6%

Average percent of 2004 sales from

Modified modified products introduced in

Products previous three years. Average = 22 5%

Average annual percent growth 2002—
4 (relative to industry average).
Average growith = 6.8% per annum

Average annual percent change in
ROE 2002—4 (relative to industry
average) Average = 0.5%

1 Source: MIT SeslT Surnvey of 642 firms: Agile = Average of finms above sample mean on percent of sales from new

products in 2004 (i.e, 5.6%). Staid =Average of firms below sample mean.
MSF Grant Mumixer IS-0085725 (Weill & Apel). 3
& 2005 MIT Sloan — CISR—\Weill Center for Information Systems Research




Building Blocks to Achieve Process Innovation

Empowering business and IT users to easily manage change

AN Business rules and analytics provide
EVENTS JAN flexibility for repeatable decisions that

\ change frequently
= OO

/
C O

/ DECISIONS \ | BUSINESS RULES

==

g

3

Processes can mix structured and )

|
unstructured activities, according to 1 — ’“Q ~ASE
: NTEGRATIO,
business needs ) 1 TN EcM
Q W— ANALYTICS
[ ] & '
MOBILE Flexible integration interconnects

applications and services across the
_organization © 2012 IBM Corporation
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Transformation and Growth Require Better Decisions

ClOs recognise that effective decision automation is key to success

of ClOs with mandates to

transform the business are

of e
75 Q looking to “drive Detter real SSSTHC

time decisions. .

of CEOs of outperforming
companies strongly differentiate

340/9 their organizations by
‘translating insight into

actions: Leoding Thiough

IBM S




Why Better Real-Time Decisions are Critical to Success IE5 ®

Accurate, real-time decisions improve business performance and results

Identify opportunities to INcrease profitability

Leverage information to manage risk

6 Enforce consistency to ensure compliance
PN




Integrated Platform for Optimizing Real Time Decisions

ZEE W

N 2

@,

>

. Business Processes, Solutions ?

= & Applications > &

: ]

1 x

2 - v - | ~

Decision |

Services ! N T

1 (]
Analyze & : 3 ®
Operationalize “ )
: 5 8
Capture & \ >~ 00
Manage ! S0
| T &

| x

Events & Data inputs - p
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Adoption &
Implementation Patterns
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Decisions are Often Locked within Processes

Without Decision Management

- O—-O)— ‘
= @
P @

= Decisions are locked in processes and applications

= Programming skills are needed to create & modify decision logic
= Speed of business change is limited by IT bandwidth

= Manual intervention increases costs & reduces customer satisfaction



Decision Management Enables Reuse Across ProcesseszEzs #

With Decision Management

» | é Decision Service:

@ ‘ Risk Scoring
Decision Service: !
> - Eligibility iﬂ
— — @ @
Decision Service:
- @ Offers & Promotions
= Reuse decision assets across processes E'EI

= Empower business people to own, author and update decision services
= Respond quickly to changing market conditions

= Maximize automation and straight-through processing




Decision Management is a business discipline that combines a

-
~

variety of technigues to enable optimizing actions and outcomes ====
What we are certain of: What we are uncertain of:
* The certitude surrounding facts that has been proven or * The probability of events and conditions occurring in the
have the force of law & regulations future
What we know What we do not know
* Explicit statements of corporate policies and human * Unveiling implicit knowledge hidden in vast amount of data
expertise
What to do: What is likely to happen:
* Decide what actions to take (or not take) * Provide insight and context to be acted upon
Easy to understand, natural language Mathematical expressions & decision trees

expressions
* Understood & managed by business users and IT

* Understood and managed by business analysts

Directly deployed and executed in an operational Deployed & executed in various ways
environment with business rule engine - Automated coding, SQL, PMML

* no translation/coding required * Sometimes through a real time scoring service



[l
[l
1
n
dal
L
@
/
‘ -
£ S
AY

Insurance Claims Processing with Decision Management
= How it works

. Manual fraud
Claims Process reV|ew

Claim
assessment
Claim — Claim Claim fraud Assess v
validation entitlement prevention Payment
Fast traCk calculation

Customer claim
1. Fast Track

2. Assessor
3. Potential Fraud

/. . Predictive analytics
Decision
Management Claim risk

Payment

True / False True / False
determination

classification model
Claim validation Claim eligibility  Aggregate & | Claim payment
ruleset ruleset descriptive risk calculation rules
i . scoring -
Business rules Business rules - Business rules
Business rules




Roadmap to Deploying Decision Management Across Enterprise IZEE W

2 Incremental

. _ Optimize processes with
Tactical : Decision Management
Bring incremental changes : capabilities and insight
to individual business : 0 Reuse decision services

: processes to improve agility,: 5cross the enterprise

é Address a SpeCiligERIES : precision and automation i [ cystomer-centric process

§ }ron?;]fi?;ginhcaenlgs:: teoV\giri]stin g a Automat(_e decisions redes?gn to unify customer

8 business processes embedded in processes and experience across channels

o : legacy apps : U Continuous process

¢ | U Fastpathregular/normal” : g Aytomate human-based ~ : improvement with dynamic root

= | ransactions | : decisions in workflow to : cause analysis

@ | Event-based coordination  :inprove straight-through : O Integrated risk management
across multiple processes : processing : 0 Making processes adaptive

>
Project Scope
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Entry Points to Decision Management EEEL®

IBM Operational Decision Management IBM Analytical Decision Management

(Business rules and events) (Predictive analytics and optimization)

Focuses on the automation Focuses on the development
and governance of repeatable and deployment of decision
deterministic decisions that services bringing intelligence

control critical business DeCi SiOﬂ and predictive insight into
systems repeatable decisions while

M anagement maximizing outcomes
Closely integrated with: Closely integrated with:
= Analytical Decision Management = Operational Decision Management
= Business Process Management = Business Intelligence
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IBM Operational Decision Management
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Manage

Rule
Solutions
for Office

. Decision Center
\\‘ for Business Space

Decision Artifacts Repository Access and Control

Decision Center ' Versioned Assets

Define Update

‘ Governance / Visibility ’

Enhanced Deploy Measure

Web Services — API - GUI
! ! é

Enterprise Devices
Application




New Business Console in the Decision Center

Because business rules management should be as easy as

<. DecisionCenter & HOME £ LIBRARY

our favorite social app

Laure Boyer =

What's New Followed ltems

E Airbag Discount =
E Airbag Discount =

Expand All Collapse All °
P l P o AN Experienced Drivers Discount *
~ Today | © Anti-lock Brakes Discount
" Anti-lock Brakes Discount for NJ 5
Nicolas Carre created a new post TE Collision Price Table
Laure, could you take a look at New Jersey pricing policy and see if we can find some ways to retain good drivers? i Tl e T
- I ollision Price Table

iz Comprehensive Price Table ™
Comment iz Comprehensive Price Table ™

You added a comment " Driver Ed Discount

m

2\_’ ﬁq Yes. We can apply some discount for good driver. 'l add a discount rule in the spring release.

Rules Recently Worked On

MNicolas Carre created a version in Young Driver Surcharge rule in Pricing project N
51615 P You have not worked on any rules yef.

Comment

! Ryan Yheng created a version in SUV Surcharge rule in Pricing project

..lf

Comment




Decision Table Editor

Using the Business Console for decision table editing

Decision Center

o | Pricing > main > Collision Price Table NY (v1.2) * © (WP Ea
End Edit Details

E ] 1-16 |16 - 18 | All
Rule
if
all of the following conditions are true :
- { the value of "the vehicle’ is more than $ 5000 and at most § 10000 ) g g
" {ihe deductible of ‘the caverage' is 5500 ) . Equivalent action rule
then
set base premium for "the coverage quote’to 5 110 ;

Vehicle Value
Base Premium

Lower Upper
1 3 100
2 50 % 5.000 $ 80
3 $ 856
4 3 120
5 5 5.000 5 10,000 5500 3110
6 51000 3 100
I 5250 5 130
& 5 10,000 $ 20,000 5500 3 120
9 51000 5 110
10 5250 3 140
11 $ 20,000 $ 30,000 5500 5 130
12 51000 3120
13 5250 5 155
14 $ 30,000 $ 50,000 5500 3 145
e - 51000 3 140

5 50,000 $ 100,000 5




Intelligent Rule Editor

Using the Business Console for rule editing

sion Center

1 Pricing > main > Aquisition Promotion for NJ (v1.0) w @
N

if
the state of residence of the driver is "NJ1"
and the driver has newver had their license suspended or revoked
and all of the following conditions are true :
- the number of accidents the driver has been involved in equals 0
- the number of traffic tickets the driver has received is 0
- the driver has completed a drivers education course ,

X Ea

End Edit Details

Natural language syntax

then
emit Offer promotion to retain customer with reason: "Increase market share for good NJ drive . .

add a 0 % surcharge to <an suto guoite response>= , reason: Automa‘t'c Completlon
= Q
& 'Auto Quote Response'
@ 'the coverage quote'

Inline error detection
{ Severity Line Message e —
[ ] 1 The rule is incomplete, fill all the placeholders.

(%] 11 The word *" is missing.

i
ii““"
&

)
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Governance Through Operational Decision Management v8
Align business operations with strategic intent in the face of change

IBM Timeline enables a quick view

- : — of version history
+s Pricing > main > Good Driver Discount

= Decision Center n!Ion.,.e Edit Rule

2=5: DecisionCenter #A HOME £* LIBRARY IBM ODM

Current Timeline

2012
Today

=i Version 1.2
Created by Micolas Carre - Mar 22, 2012

Added a condition on the number of traffic tickets received.

Version 1.1
Created by Laure Boyer - Mar 22_ 2012

New discount rule for good drivers in New Jersey.

Version 1.0
Created by Laure Boyer - Mar 22, 2012

) 2012
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High Volume Mission-Critical Operational Decisions

Visa Europe Swiss Customs | Novagalicia Bank

= Cross European =% = Customs declaration = Non-payment
payment platform ; validation platform : collection platform

= 8000 transactions per &Ml = 200,000 declarations = 200,000 non-payments
second follow up routing daily
Y Ll

critical dec151on-making
at scale




Examples of Predictive Analytics

Predictive Predictive Predictive
Customer Analytics Operational Analytics Threat & Risk Analytics

Acquire Manage ) Monitor

Grow v'g Maintain > Detect
Retain Maximize Control

» Up-sell/cross-sell * Predictive maintenance * Claims fraud

» Market basket analysis » Assortment planning * Credit-card fraud
* Churn prevention  Condition monitoring * Insider threat

« Customer segmentation » Reverse logistics « Signals analysis
» Brand Monitoring » Allocation management » Cyber security

© 2012 IBM Corporation




Analytics - Driving Smarter Business Outcomes

Capture/Detect Predict Act
Enabling a complete view of the Understand customers micro-behavior Deploy predictive analytics based
customer combining enterprise across channels, predict their next move decisions to be consumed by
and social media based data business processes, across access
platforms, maximizing operational

impact

D__P 1_@ EI'P

Analytic
Models

Deployment
Technologies

Pre-built Content - j e
_-. Attract Up-sell Retain " g
o0 0y
&‘7

Data Collection

© 2012 IBM Corporation
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IBM Analytical
Decision Management

IBM Analytical Decision
Management

Decision Center

t.. MapPMML

‘tmodels to rules
Rules Events 6 SPSS Loieiie s RN
. . T Optimization
Designer Designer Modeler Studio
Design and'r:un

time integratiofr- SPSS CoIIaboration &

Decision Server S |
Web services
integration

L J
Co-located business rule engine deployment option




Integrated Platform for Optimizing Real Time Decisions

O suonnjos
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Enterprise Marketing Risk Management Operations Smarter Cities Watson Solutions
Management Management Solutions
Campaigns Enterprise GRC SCM Intelligence Analysis
(Unica) (OpenPages) (Sterling Commerce) (i2 Group) Healthcare
- Price Optimization Procurement (Emptoris) Social Program
S (DemandTec) Market Risk Asset Management Management )
< (Algorithmics) (Maximo) (Curam)
. v , 3
a
o0
T T Decision
Services
Analyze & Business Business Optimization Trade-offs Predictive Text Sentiment
= 0 ; i i Analytics
Operatlonallze Rules Events Analytics Analytics Analytics
IBM Software for Decision Management
Captu re & Stream Computing Data Warehouse Information Integration &

Manage Big Data Platform Governance

J\.
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