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Optimising decision making at the point of contact
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Session objectives

In today’s session we will cover:

1. Optimising Decisions at the Point of Contact is Critical to Success
2. Elements of IBM Analytical Decision Management

3. Path to Decision Management

4. Case Studies

9. Summary
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A changing world

“We have seen
more change
in the last 10
years than in

the previous
90.”

Ad J. Scheepbouwer,
CEO, KPN Telecom
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Instant operational decisions everywhere

g ¥
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The value of operational decisions

Volume

Value
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Customer interaction

CUSTOMERS &
PROSPECTS

"""" /|

Web site

/ Point of sale

) Postal mail
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What Customers Expect

CUSTOMERS &
PROSPECTS
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Market of One

An intelligent conversation

Organisations need to:

LISTEN AND UNDERSTAND

4 > DECIDE WHAT TO SAY NEXT

...and repeat this over and over again across thousands or
millions of customer relationships.

= (Ol s thaety SPEAK

% © 2012 IBM Corporation
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Challenge: Insights are not part of operational processes

Decisions based on a mix of corporate
policy, experience and gut feel

Dashboard

Customers
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No full-cycle feedback

INFORMATION

EVALUATE

RESULTS \

Cu
REACTION

& analytics MODELS
axperts

CREATE

CHALLENGERS REFINE

RULES

10
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Don’t speak the same language
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Transformation and Growth Require Better Decisions

ClOs recognise that effective decision automation is key to success

75%

of ClIOs with mandates to transform
the business are looking to “drive

better real time
decisions:-

Sources: IBM Global CIO Sudy 2011
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IBM Analytical Decision Management - From Insight to Next Best Action

Sreakaway / Master

ntiating / Leader O

Next Best
Action

IBM Corporation
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IBM Analytical Decision Management in Action:
Smart Call Centre
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What Is the next best action
for this customer?

; At
Call Centre Agent

15 © 2012 IBM Corporation
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Smart Call Center
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Smart Call Center
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Session objectives

In today’s session we will cover:

2. Elements of IBM Analytical Decision Management
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Elements of IBM Analytical Decision Management

[ Optimised Decisions j

| |

Scoring Monitoring
Business + Predictive + Simulation/
Rules . L
Analytics Optimisation
Access to
All Data
& -

24
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Key Feature : Combine Predictive Analytics with Business Rules

Business Rules

What we are certain of
What we are uncertain of
What we know

What we do not know

What to do
What is likely to happen
= Risk = Policy
= Segmentation = Regulation
= Propensity = Best Practices
= Associations = Know-how

25 © 2012 IBM Corporation
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Case Study : Consumer lending

Centralised Analytical Decision
Credit Scoring Management

Local Bankers
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Key Feature : Optimisation

Eligibility Assessment for Each Customer

Possible Business| | Response | |Revenue Cost (Prob * Rev)
campaigns || rules Probability - Cost
>
aw
II ~ 0
50% 100 20 30

> 25% 200 10 40

Optimisation for Overall Constraints

LI LT T ke

Possible
campaigns

42 ><

=

T

27

Constraint:
Budget Exceeded
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IBM Analytical Decision Management — Technology Components
software

ILOG JRULE BRMS

Cognos. Attitudinal Data
software | Descriptive Data
Behavioral Data
Interaction
Data

| Business I
Rules

Predictive
Modeling

*Define Decision

Options

Combine Models : '
Modeler and Rules Analytical

« What If Simulation Decision Mgt

Collaboration and Deployment Services

Decisions &
Recommendations

A ecommendaions 1+

*Asset Management
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Time to look forwards? IBM SPSS Predictive Analytics
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Predictive Workbench —IBM SPSS Modeler

Easy to learn : no programming approach to data mining

File Edit Insert View Tools SuperMode Window Help

SEHE XM RO ® XK [Z[HQOE

(I

= /_;: = & IntrusionModel
k‘% "5'_": '\:‘:) @ incident report morgan stanley
DB2ADMIN EMPLOYEE  Current Age  Salary Cajegory &) telco_chum
@ IrregularAnalysis
@) Anti_Fraud
; i g Prediction wTExt
f’ _{») Bl network intrusion madal
\‘. —=
Employee incident.sa.. Merg
= - .
= p = A CR:SP—DM] Classes
- . A -
o . . _;-' “\ — e i — |7 (unsaved project)
ip incidents txt (ée} Men '._i\ Cluster Results ‘\ﬁ; — ) — ml = Business Understanding
i onem e = k.P i ; Data Understanding
Comn‘lenls . Type iskProfiles Calculated Propensit. | Data Preparation
(a3 L fiskd .'i: ) N L= = Modeling
\@/ . ”Q{ - )’,‘ e 'w = \F,‘?J : Evaluation
Incident Report.sav ~ Comments Merge Type Kohonen Unusual Cases ~=] Deployment
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)

Database Var. File

®
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Select Sample Aggregate

ol

Graphboard

e
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Table Flat File Database

8 =
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Predictive Workbench — IBM SPSS Modeler

Perform data mining with a rich array of techniques on structured data, text, web, survey data
to meet every modelling application

)
§80,000,000— - =1 i
@ b !
B60,000,000— S - pooi peessses :
o ; : ) i i
B : ; ; :
T40,000,0 : M i 4
T : ' ! 7 :
3 | i i
= A | i ;
Lz0,000,000| SIS O 4 RO oog 1 f i

Anomaly Detection Time Series

Association Text Mining
© 2012 IBM Corporation
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Entity Analytics Spots Fraud, Reduces Customer Duplicates, and
Improves ROI by finding Non-obvious Relationships &1 D

Chservation Informotion
Space In Context

rodel u=ing information

Find existing loans or credit Sum up the balances it |
card debts which may be that may be associated an sxisting lo&n
. ) Lo balances and from the
from the same applicant, and weith existing loans § i )
R . ) application to estimate
bring in the balances related to the applicant X
rizk of frawd
1 1
1 1 1
1 1 1
1 1 1
! ! L e
R i
saL - CHALD : sQL
LoAMN APPLICATIONS Entity Analytics Surm loans by applica.. Risk ‘RISK SCORES:
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Social Network Analysis Reduces Customer Churn by
Understanding Social Relationships "
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High Performing

1C1 I Heavy traffic limited to the Eﬁ%ﬁ"’.’iﬂliﬁﬁﬂiﬂ" TBM:SPSS Modeler daskicp Insfallaisons
Open &. EfflCIGﬂt ArChIteCture ;;g;:m:zr;;i;lmﬂ ?:;t:lf::mnwaﬂﬂsand
« Multithreading, clustering and use of embedded .

algorithms j._.
» Perform in-database analytics with
leading databases. -

-0-9-$-9-0-9-0- -8
CREDIT M*nd Tywe  Duration Rating ~ Value Satisfaction Length field16 DKTest

@
L ¥
| \| \. L\I
|\I.‘.. |\L_, k -
$525
£g3

HHHHHH

Big Data In Motion : provides in-memory analytics
with high volume, low latency data with response
times in the microseconds

34 © 2012 IBM Corporation



IBM Performance 2012

Smarter Analytics. Smarter Outcomes.

Predictive Platform

EXPERT USER
INTERFACE
EXAMPLES

-
Authoring
Administration
Modeling

Statistical
analysis

Reporting

Decision
managemeant

35

— IBM SPSS Collaboration & Deployment Services

BUSINESS ANALYST
BUSINESS USER INTERFACE EXAMPLES USER INTERFACE
T—— e
Custom
= s Exect
Processing Dashbcoard
Ca — < —

Dialogs or
Portal

—

PLATFORM SERVICES

-

AnawyTic REPOSITORY

Automation

Analytic
Servers

S @

DaTea ACCESS

Lo O O

MuLTIPLE DATA SOURCES

= =5 FH F =

Damographics Attitudes Transactions  Unstructured Text
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Session objectives

In today’s session we will cover:

3. Path to Decision Management

36 © 2012 IBM Corporation
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Path to Decision Management with IBM Analytical Decision Management

Discover
Build
Improve

37 © 2012 IBM Corporation
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Discovery : Begin with the Decision in mind

38

A

Strategic Decisions

* Few in number, large impact

Tactical Decisions

* Management and control, moderate impact
* Should we re-organize this supply chain, change risk management approach? )

~
Operational Decisions

* Day-to-day decisions that affect one transaction or customer

~ N\

\_* Should we acauire this comfany or exit this market!? Y,
/

* Best offer for this customer ?How risky is this loan? Is this claim fraudulent?

A /

Source: James Taylor: Decision Management Solutions

Find the decisions
that matter to your
business and
model them

© 2012 IBM Corporation
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Suitable Decisions

Decision
WELED ]
Systems

Re P eata b I S N on trivia I and Fredtvo Aabcs

Measurable
business
Impact

Candidate for
automation

Source: James Taylor: Decision Management Solutions
39 © 2012 IBM Corporation
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Build : Start with a configurable solution accelerator — Template or Blueprint

Intelligent risk management in real time Informed transactional decisions: Fraud Mitigation
Ascecs the overall risk level for incoming claims and recommend Assess potential for fraud using rules and predictive models and
the specific action to take. apply predictive intelligence to real-time transactions to recommend

actions that minimize impact of fraud to your organization.

W New =] [(Bse) | | [ new | oo |

Informed transactional decisions: Risk Assessment Recommendations where and when you need them ™m
Asszess potential risk level for credit risk using rules and predictive Decide what to offer customers when they contact your .
models to recommend actions and inform risk-bazed decisions. organization, and deliver recommendations to the call center ar

other interaction points.

e (sl || e (e

pS .

40 © 2012 IBM Corporation
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A Sample of IBM Analytical Decision Management Blueprints

v'Customer Interaction Management Application
v'Claims Management Application

v'Retail Bank Fraud and Risk Management  Blueprint
v'Retail Promotions Blueprint

v Profitability and Customer Retention  for Telco
v'Retail Promotions with Coremetrics

v'Chronic Disease Management (Stroke Recurrence)
v'"Campaignh Management

v'Insurance Retention

v'Predictive Debt Collection

v'Predictive Maintenance

v'Next Best Action for Telco (for Signature Solution)
v'Health Care Fraud (for Signature Solution)

41
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Build : Step by step analytical decision making

42

Select the data that you want to process.

This includes customer, plan and call
summary details, This may include

infarmation abaut both active and inactive

customers.

— - o objects are currently stored in the cache,

© 2012 IBM Corporation
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Define Global Selections to select the correct customer segments

* Next Best Action Wocomamdmin | Hob | At | Legout TEM

[] Lock project (ather users will be unable to edit) oo tenpall ek Ront.— » b & '@..H H @ d

[ Hide Global Selections tab from non-sdministratars 0] Lock all Global Selections options

: age Global Selection: o °®
o Find an existing rule ‘Cnatu & new rules ~FYiew selection logic £ Export [F ,"
d9 ]
" Rule name - I'.':.l Include fExclude Remove 9
1 8 ’Pusﬂid CallCantsr Cust A Include X &6
¥ 1S POSTPAID CUSTOMER = ¢ [¥] Mark 2z done

# CALL CENTER RESPONSE = 1 © **"%l

43 © 2012 IBM Corporation
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Define targeted actions

Custormes Next Besst Achion b

[ Lack project (other usars vill be unable to edit) woa W S0 W2

D Hide Dafine tab from nnn—.dmlnl-.l-trlr_!nrs ﬁ D Lock all Define options
™ Intaraction Points 8

Search Dirnansions:

|

= Ratain
o e LU
Valus family plan.
Pramium phone
Walue Coupon

B Srow

@ Accamories

[ Eodan

@ Servicas

B Support

.- PFule narne m IncudefExcdudes
1 € check campaign aligibility s oIncluda =
2 @ High churn and high netwerk influence i induda S
3 EHasunicacifars % sy Include =
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Define rules/predictive models to determine which actions are valid
for any smgle customer

Saarch Dimansiona;

El Ratain
D.l't.l Flan,
Walus family plan
Pum.lum phone
Walus Coupan
= B roa
Pramiuim dats plan
Tablat
Framium family plan
$ & oradit coupan
B Acoessoties
) Etras
Cash coadit
Fraw minutes
Fias dats pack
deﬁﬂi-uu’h
B Saiviaas
Update & trlands
W manty l_g_.l'ﬂﬂ-l,l
Courtesy alen
Bupport
FRoute to Level 1 suppord
Routs to Lewel 2 suppart
Routs 1o Lavel 3 suppoit

45

s tncduda/Excludae
& dncude
& Arclude
y InElude

o b | First walia

w NP

& Ruls narne
(5] Hlﬂh Lﬁ!m- IE'E-
B Magigen Lifytiony valys
B Low Lifstimns valus

Rarmaindar

Allocates T

| Prarmiurn phons

[ Crota Plan

['u".lu-. Ffamily plan

I_ Walus Coupan
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Simulation to see how campaigns and offers are allocated base
the sample data,,,.

|Simulation Data Source Simulation Date

o |

on

i

[ Tolea

‘Interaction points

[call conter =
.a\.'.._;i iy 'IIIFFr |
Data source: Telca ) W¥Total Simulation Records: 157
View Count | =]

100 Free SMS Offer 25GE Free Data Offer S0% O1f an Handsete I Tablet Cartract Plan
100 Fres Mins Offer 20% Off on Data Plan 4G [Famiy Plan

Offer

ﬂ% © 2012 IBM Corporation
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Pick the optimised action from all the valid actions

T Custorrmer Mext Best Action Wlaleorn s w1l | Heip | Ao |

[ltodcpeatact (ot uanns sl ba linabia to sl vea LA O O L2

[[1 Hide Pricritization tab from non-sdrministrators

e Offersiumm | i '. l

Carmpaigelof... RESPONSE PROPENSITY REWEMLUIE Loy ALTY CHUREH FUTURE REYVEMUE
B Ratain

Data plan | Response | 121 | 0.5/ [# crurn scc [ § [ cusTomer_ | B
Value family |# Response | aes| | o.¢| § [# cHurn_sce | § \ 4

z30| I o.6| 4 |# cHurn_scc | @l‘
zﬂl E uii] ‘ [-f CHU 5‘5_-5,_‘_:._‘:_] ‘ [’ ﬂUsTOMER__]‘

Pramivm phe | Rarponse I'
:] e ——
Walue Coupo [ I:I_E]‘

& Grow

B accassorias

Prioritization Equation ™

RESPONSE PROPENSITY ()  [(| REVENUE () LovaLTymncreasE (X) CHURNRISK (3¢) FUTURE REVENUE

4 ttion
Constraints Pk
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Run What-If simulations to analyse the impact to the bottom line

Simulation Date

1= Fromi[2012-06-07 20156127 | ‘4e [¥] No expiration
- Frry
R | | fam

Vlllﬂ'@ Al f.puII.;- @.\II LTt

BFIP".'I':E{," i

Oiffer

E Accessorias
H Extras

B Grow

B Ratain

H Sarvicas

M Support

Total

Count

284
250

-

210
o9

831

F36.62

Total OFFER .

901
193
2700
2643
To3
155

F3I0F

Total PROM..

10.9
102
40
“0

-]

-]

101.1

Expected pro_
20818.67
ZO0714.28
7158.24

7EOT
13353s.38
4530.15

78582.72

Number of runs retaineds L

Total Recorda: 863

- 2012 IBM Corporation




|||
Il
iy
i
|||H
L
@
4
.
VS
AY

IBM Performance 2012

Smarter Analytics. Smarter Outcomes.

Deploy for real-time scoring

Nexi Best Action Wocomaadmin | ok

[ Lack project (other users will be unable to edit) Telco_postpald_Newt Best_..  Tpr

[ Hide Deplnr tab from nn_n—udrq_-_nnﬁqtnr: @l Lock all Deploy options
> Frnﬂm:ﬂnn I"r.nms Luhls =

Interaction paints
[] use same questions for 2l interaction points Select interaction point: :r_':dl Center

=l d

Field name - Prompt text | Enable
CUSTOMER 1D
CUSTOMER NAME
ACGE
CITYT

EDUCATION

10000

<]

|

Deploy as bﬂ'{,ﬂﬂ w I — |I| I
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Report

Campaign Effectivaess

Cuitharner Senbinent Anshyiy

Filter By Weal !'WEEk 2

2]

Offer Conversions %
B Accapled %

Accersories 109 OfF on Phones
4G Connctson

Sirds Off on Headset
Blan 2% Off on Data Plan

Diata Package

Family Plan

SMS Package

Tabldet Conbract Flan

Voice Packsge
Rawearls 106 Free Ming Offer

100 Free SMS Offer

1DGE Froe Surfing
25GE Free Data Offer

15
7
1o
15

12

-

Offier Acceplarce
Campaign Effectivhess Dashboard week 2

Total Revenue

W Revenue

Hrs

125

4278
1575
1878

s

4.7

=

Customer Retention %
W Recaplure

Leads/Conversions
¥ Londs

& Covvanson

® Ravenue
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Monitor performance
pbepge |

r Senkirent Arshys | Offer Acceplance |

Offer Response : Expected vs Actual Logged

1O Off on 0% Ot on 40 5 Ofos 507 OMon 10 O oa 200 O on Cita  Family Plan S\ Takiat Mhice 100 Fres 100 Fres 1000 Fres 0% Oflca 00 Free
ihones  SmurPhone Connecton  Handwi  Hesdel SmarPhons Duls Plan  Packsge Packsge Conksel  Poclkoge Mem Ofler SMSOfer  Surfing  Owis Plan  Cuts Ofer
PMan
L Accomnries ] L Flan | L Fowa s ]

B Expecied Offiers B Actual Offers

Accemsorier 109 O on SmartPhons 29
43 Connechon 8.08 1 Awg MPS Cunt Grp
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Session objectives

In today’s session we will cover:

4. Case Studies
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Santam Insurance catches fraud early

Solution Benefits

» Helped to catch fraud
early in the claim
process with real-time
decision making

» Used effective risk
segmentation with a
wide range of key
factors to detect fraud
with high accuracy

Business challenges

» |dentified a major fraud ring
in less than 30 days after
Implementation

» Saved more than USD 2.5
million in payouts to
fraudulent customers, nearly
USD 5 million in total
repudiations in less than six
months

* |mproved customer service
by enabling legitimate claims
to be settled within an hour,
more than 70 times faster
than before

= Santam was losing
millions of dollars
paying out fraudulent
claims every year.

= Low customer
satisfaction due to
higher premiums and
longer waits to settle
legitimate claims
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BMW improves web channel conversion

Business challenges

Solution

» BMW concerned that
its website was not
successful at
converting visitors to
request dealer
appointments due to

lack of the customer

personalisation

Benefits

= Generated real-time
scoring applied to
anonymous or
returning site visitors.

= The decision models
driving the automated
selection of teasers
(banners) was built
directly into the website

= Continuously learned,
to steer display teasers
becoming more
accurate as additional
live behavioural data
was accumulated

» Significantly increased the

value of the website to the
company's overall sales
process

Turn anonymous users into
customers by driving product
selection through predictive
modelling

Created a level of intimacy
between the user and the
company that promoted a
high degree of loyalty and,
by extension, vehicle
purchases
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A leading US apparel & home furnishing creates custome r intimacy
Business challenges Solution Benefits
» The company » Generate real-time * |ncreased website revenue
concerned about the individualised cross-sell through improved channel
lack of differentiation and up-sell offers and conversion and larger basket
in a very competitive targeted promotions for sizes
irgz'_lcrgfnrrﬁe;rgrzlﬁgh SIS EEOERN = Made actionable data for
and 1100 stores = Deliver the optimal day-to-day decision support
across US and Puerto response to each accessible to key people
customer interaction throughout the enterprise,

Rico

across channels from the store associate to

executives in Marketing,
Merchandising and Supply

ayers of style a Chain
, great prices everyday
| N

shop bedding sets»

tone strata queen comforter
set with coverlet $130




-
~

[[rn]]
!!:u:
!.iil
VA

IBM Performance 2012

Smarter Analytics. Smarter Outcomes.

An European tax collector agency minimises tax evasion S

Business challenges Solution Benefits

» This agency was » Real-time decision » Enabled profiling of all

significantly management to determine taxpayers across the nation
handicapped by the fraud risk of each based on demographic and
manual and taxpayer behaviour factors through

disconnected anti-
fraud systems and
risk detection

techniques

automated modelling
capabilities

» Increased resource
optimisation by predicting
fraud risk associated with
each profile and targeting
audits to individuals at the
highest risk of tax evasion

» |ncreased tax revenue
collected

= Automatically apply risk
profiles across the entire
population based on a
large volume of data

» Predict which individuals
y within that population
) |l represent a heightened

= risk for committing tax
fraud
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Session objectives

In today’s session we will cover:

5. Summary
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Summary
IBM Analytical Decision Management revolutionises
how organisations make decisions, empowering
frontline workers and systems to make the right -
decision each time. Risk hqanagemem&%co@osum S Execut
eams T‘ A Administrati i) xecutive
. . o : S anagement
« Empowers real-time, adaptive decisions to e
. - Service ry H E :
accommodate changing conditions | el

) i PROCESQ“'
* Provides recommended actions based on

breadth and depth of predictive analytics, local i'li ‘WJH ﬁ»
rules, scoring and optimisation techniques at the
point of impact

» Optimises transactional decisions with resource
constraints
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