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IBM CHQ Brand Strategy and Market Intelligence

Agenda

= How does Bl support IBM Marketing?
— Understanding the Marketplace
— Pricing

— Customer Analytics

= What level of ROl is being realized?

= What are some key focus areas moving forward?
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IBM CHQ Brand Strategy and Market Intelligence

Business Intelligence leverages both IT and data...

IT

Data

Business Intelligence/Analytics

=)

Exploiting the synergy between IT and Data to Drive Deep Insight and
Fact Based Decision Making
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IBM CHQ Brand Strategy and Market Intelligence

Enhancing Effectiveness and Efficiency

What markets do we want to play in?
How can we maximise returns for our ===l
stakeholders in these markets?

Strategy
Analytics

How can we optimise
transformation deals? Partnerships, Alliances

& Outsourcing Analytics

Performance Analytics
Financial Analytics

How can we select

and

implement the

‘best’ offerings &

prices for our Offering Customer Supply Chain
& Pricing Analytics Analytics

products?

Analytics

What performance measures do
we need to put in place to ensure
implementation of the strategy?

How can we best plan

our business?

How can we deliver maximum
value to our customer base?

How do we
engineer the
Supply Chain to
provide

best service at
lowest

cost?
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IBM CHQ Brand Strategy and Market Intelligence

Bl critical component of IBM Marketing Framework
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IBM CHQ Brand Strategy and Market Intelligence

IBM Marketing Framework

Offering/Solution and i
Strategy and Planning Program Planning Program Execution
3.0 Plan and Manage Offerings/
2.0 Assist Solutions with Selected RTM
1.0 GMto 50
Develop and Execute Programs
the > Manage ' »

Marketplace Strategy and 4.0 Plan and Manage Programs

Positioning with Selected RTM

Management System and Metrics*
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IBM CHQ Brand Strategy and Market Intelligence

IBM Confidential

IBM Marketing Framework:
Strategy and Planning Phase
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IBM CHQ Brand Strategy and Market Intelligence

The total end-user IT opportunity is growing — with all
three categories steadily improving

13.7% Hardware
13.2% Software
12.8% Services

Hardware

1Q01 2Q01 3Q01 4Q01 1Q02 2Q02 3Q02 4Q02 1Q03 2Q03 3Q03 4Q03 1Q04

May 2004
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IBM CHQ Brand Strategy and Market Intelligence

Overview of BPTS vis-a-vis the Traditional IT Market (2004)

BPTS refers to the BPO elements with the greatest potential for transformation.
BPTS often includes multiple processes, value pricing, risk sharing and best

1400

practices applications

GMV - IT Spending

1200

Billions $
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O Other IT
@ BPO
@ Other IT Services

SG&A Analysis BPO Spending

1400

1200

Billions $

1000

\

800
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400 -

200 -

0_

@ Transforming and
Supporting IT Services

O Processing Services

E Transformable BPO

Ttl BPO ($1.2 tn)

BPTS ($500B)

=$200bn overlap in GMV and SG&A Analysis spending ($100bn in GMV-BPO and $100bn in transforming and

supporting IT Services in SG&A Analysis-BPO).
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IBM CHQ Brand Strategy and Market Intelligence

Solutions Purchase Behavior Project -
Prioritizing segments, solutions, and companies

Objectives are realized by:

1. Obtaining mid-market company input on:
» How much they invest
o What they invest in

o What triggers their investments

2. Delivering findings at levels previously unavailable:
e By industry sub-segment

» By solution for mid-market companies using their language
3. Using predictive modeling to

o Estimate spending by solution for each company
o Predict future spending
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IBM CHQ Brand Strategy and Market Intelligence

Combination of primary market research and predictive

modeling

PBP qualitative

research
Mid-market & 1k-5

Update IT spend
driver candidate

IT spend drivers:
» Technology
» Customers, markets
« Company success
» Company structure

AN

Update IT
investment areas

CEEPEI D
US & Canada

100-999 employees
2,346 companies

1000-5000 employees

Profile spend
*Sub-segments
|IT investment areas

Score D&B on

Targetability
Prioritize each mid-mkt co.
based on predicted preference

for IBM brand and propensity IBM
to become new customer/v Strategy &

305 companies

Score D&B Execution
on Spend

Prioritize each mid-mkt
company based on
predicted IT & IT

Trigger Model

(US Mid-market)

investment area s

Regular updates as spend
drivers evolve

Predict IT spend change based on
future scenarios about triggers

© 2004 IBM Corporation
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IBM Marketing Framework:

Offering/Solution and Program
Planning Phase

May 2004

© 2004 IBM Corporation




IBM CHQ Brand Strategy and Market Intelligence

Value Based Pricing
What constitutes value?

Acquisition
Pre-sale Business Results — ROI Post-Sale
* Speed Experience * Recycling
* Reliability & Scalability
 Ease » Responsive Technical « Upgrades
Support, & Services
« RFP that meets * Ease-of-Use * Replacement
their needs......
Investment:

« TCO, Deployment Costs,
Warranty, & Maintenance
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Return on Investment
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IBM CHQ Brand Strategy and Market Intelligence

Substantial Productivity and Efficiency Gains being
Realized

When Business Intelligence is executed, we realize:

2.5 x more oppty’s opened, 50% more oppty potential, higher win rates, 2x more
won revenue

Customer
Acquisition Relationship Reactivation
Management
"ldentifying & "D .
Creating Coverage Strategy & Re";‘lflee"t'"g
the Inst.alled .Bz'a'se Contact Cadence Relationship"”
Relationship
Retention
"Strengthening
the
Relationship"
15
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IBM CHQ Brand Strategy and Market Intelligence

Future Focus Areas for Bl and IBM Marketing

= Common Segmentation

= Market Opportunity Analysis Database (MOAD)
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Why a common segmentation
framework?

Targeted Sales &
Marketing
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IBM CHQ Brand Strategy and Market Intelligence

IT wallet and IT adoption are foundation dimensions

{\,b‘o All Establishme‘pts in a Country
%“Nro/ ra

>$5m*

$5m -
$500k*

$500k -
$100k*

IT Wallet

<$100k*

ANANANAN

Basic* Intermediate* Advanced* Leading Edge*

>

IT Adoption

*Preliminary financial thresholds and segment labels; IT Adoption is operationalized using the e-Business Adoption Tracking Study
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Market Opportunity Analysis Database (MOAD)

Automate Production of Market Share Measures

Increase consistency of methodology implemented
Ease of use

Provide Granularity

Capability to drill-down to level of granularity required by the units
Assignment of risk/rules to all measures produced

User Friendly Interface

Enables the shift in focus from production to insight and analysis

Advanced Analysis Capability
Scenario planning functionality

Linkage to Unit Analytic Databases
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Transformed MOA Tool Supports Growth and Productivity

Deeper insight to Executive Management

*Health of our business

*Alignment of resources

*Pulse of business from a market perspective, including SG&A, Solutions and on demand

» Scenario planning functionality to analyze anticipated consequences to decision alternatives
*Visibility to key metrics via Dashboard

*Data access for CHQ, Brand, & Geo teams including Marketing, Finance, Sales & Strategy

Sarbanes- Oxley Legislation Implementation
By linking to rules established by the market share standards committee will provide

 Consistent methodology across units

» Data Integrity and quality assurance

= Accountability and protection of executives
20 IBM Confidential

May 2004 © 2004 IBM Corporation




IBM CHQ Brand Strategy and Market Intelligence

Thank you

21
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