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Span of Analytics...

..... Includes Profitability Analysis
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Buy Now. Wait.
Fares will rize. Fares will drop.
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Some companies have built

Competingon
Analytics

by Thomas H. Davenport
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# Customer # Revenue Management / pricing
Loyalty optimization (product profitability)

Do we think, or Do we know?

— Gary Loveman, CEO, Harrah’s Entertainment
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The Greater Reponsibility on the CFO
S
cFo Long Term
Tax/ | , Wellness
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Cut costs

“«  Improve profits ‘I

= Manage risk
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What is Financial Analytics?

e

= A subset of Financial Performance
Management

= “Profitability” is the key measure
= “Insight” based “Action”

= Highly relevant during turbulent
economic times | PERFORMANCE

MEASURINS
MonrTORY

PLANNING

R, ) S
EPDRTING & AN pas
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Profitability Analysis is IMportant during

turbulent times

BPM Pulse Survey
2009

Enhanced
Reportin

Profitability
Analysis

\/

Predictive
Analytics

Quality
Improvement

Governance, Risk ‘
& Compliance

Enterprise Risk
Management

Total Number of Respondents

+ 7

Profitability Analysis increasingly relevar®
outside finance

ofitability

Users of P

Customer
Service
10%

Other
2%

Finance and

Management

Team
37%

Sales &
Operations
29%

Marketing
22%

Source: IDC 2008

9 IDC.

Source: IDC, Measuring Profitabiity. 1DC Yiews and Customer Special Guest- Verzon Business, Doc # TB20080508, May 2008

0
--- Overall Score ---
u] 25 50 75 100

Business Optimization #1 <
Top Ling Growth #2
Operational Business Model - agility, economy of scale #3
& repeatable enterprise \
Enterprise Wisibility f Accuracy of Data #4
Cost Reduction #5

#6

Standardization

Dynamic Supply Chain Visibility

- Overall Score ---

25 50 75 100
Customer & Product Profitability #1
Financial Risk Insight #2
Multi-Channel Marketing #3

#4

Warkforce Optimization #5

Simultaneously, profitability #1 driver for business optimization which is #1 driver reshaping the

use of information
Cognos Strategic Advisory Board 2009
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Profitability Analysis — Accounting Driven to Busines s Driven =
[
Profitability
GL costs = Activities > views

General Admin. |
General Admin. ‘ Activities
Time
SE

s

mana
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Easy to Implement & Manage Forward Looking Good Enough or Great for Business
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Customer Profitablility - a sample Financial Analytics Broblem

Challenges & Needs ¢

« Who are my profitable customers?
« Who do | continue servicing (as is) and who do | work with to improve profitability?

« How can | segment my customers based on profitability?

« What actions can | take to influence change?

Profits | : Whale Curve

140%

Customers

Insight Action

Dimensional Revenue Customer Targeted Highly : . :
shift from recognition ~ Segmentation Marketing Y Profitallle :  Prdfitable pss Making
traditional and cost . Cugomers Customers
. Mix Custonjers

product to allocation
customer (including
accounting ABC

paradigm) Aggressive Passive Proactive Profit

Retention Retention Oriented Retention
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Financial Analytics IS alatent need......
really a CFOSS enterprise discipline®s...

. Customer . Product . Human
Sales Marketing ) Finance Operations IT/Systems
Service Development Resources
What are the most profitable
channels? How can |
optimize my channel mix? . Financial Reporting . Capacity Analytics . Service Level &
Capacity Analytics
% Pipeline Analytics . Revenue Analysis . Production Planning
. How “cost efficient” are m
. Sales and Channel Mix . Profitability Analysis operations? How can)I/
optimize my
operational capacity~
. Product Profitability . What — if's / Scenario Analytics i pacy?
. Campaign Effectiveness . Product Segmentation . Workforce Analytics
New Product Introduction . Compensation Analytics

B customer Profitability

REPORTING AND ANALYTICS

Who are my most profitable Are all my profitable products
customers who need to be being marketed adequately?
satisfied? How can | optimize How can | optimize my

marketing spend dollars

Financial Performance relative to their life cycle?
Management

my customer servicing costs?
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Cellular South leverages IBM Biz Analytics PM&O Solutions
to Thrive in a Competitive Market

¥ 5X More 3G Coverage

+ How does profitability vary by market and

why?

Ful Momch Pion Customers

o‘/l

%

Nation's largest privately held . . .
wireless company, is = Highly competitive indust
headquartered in Jackson,
Mississippi and employs

» Recession
approximately 1,350 people .
living in the Southeastern = Smaller Competltor

United States. = How do we make better
decisions?

— Product structure

Cellular South provides premier
wireless devices and services
to customers through 80+ retail
locations, our B2B corporate — Pricing
sales team, our Telesales
group, and on-line at
cellularsouth.com.

— Process

* HOW Wi” a proposed Full Month Plan Subs

Access
Cther Features -
Data wll 1

promotion impact the

i Rewards :
Netbook product line =& — -
H Coss- 0 Aliocati
margins? o e ponmcg 3
C0Gs iy =l
Allocated Expenses B o i
Netbook 500 MB-Off Net Usage EXPEMNSE i je
Gross Margin ai 5 PG
Gross Morsgin %
EBITDA
EBITODA Margin % # &

Averlze Usage per Sub (MB) w
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Sun World leverages IBM Cognos TML1 to Analyze harvest

costs and manage profitability

Based in Bakersfield,
California, Sun World
International grows

r ¥
“ _ and markets fresh fruit

and vegetables.

{WORLD”

Extend the use of the
IBM Cognos TM1
system to the
Operations side of the
business when it
teams with Applied
Analytix — an IBM
Business Partner

Improve operating
efficiency through
detailed operations
and cost analysis

Improved ability to
analyze farm
production costs;
increased harvesting
efficiency; major
reduction in reporting
time—from a full day
for three people to
minutes
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Product Profitability Blueprint

Industry _
FPM Domain

alfred angelo

Retail — - . ' .
' — Financial Analytics -
Merchandise Product Profitability
Planning
. ## IBM Cognos 10 iiI"::
 Point Intelligence Unleashed  fii

Smarter Decisions. Better Results.

innovation at
the exact
intersection of
customer
problem

Products

Cognos 10 & TM1
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Product Profitability Analytics Blueprint — Business Value

Deep hierarchies for profitability analysis & analy Sis
at the exact level of granularity

Company level to individual SKUs

Alternate dimensions to profitability analysis
Product — Channel profitability

Business context to profitability

Links profitability to operational drivers — Detailed revenue and cost structures

Open standards based integration into costing engines (including ABC)

Complex metrics for profitability analysis
Direct Product Profitability (DPP) - Sample
Easily extendable into all industries
Forward looking
Profitability Modeling & Optimization
Tie back into other FPM processes
Commit the actions based on analytical insights to steer future business course
Analytical power of IBM Cognos TM1 ©

Integrates transactional sources CFO Dashboard — Product Profitability Impact
“What if” analysis and scenarios

Highly scalable across millions of data points etc.
Supports heavy allocations (for instantaneous computations)

. Single version of truth (data integrity) through the IBM loD
Business Intelligence ubiquity of IBM Cognos Bl ®

Contextual role based analytical insights

Standardized platform for analytical insight / action from profitability across the organization 11 a

" srEARAWAY
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Demonstration
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What are their needs?

Line of Business

T Ll A
Visualization & Interaction Business Modeling Rules Language Scenario Forecasting
Multidimensional Cubing Scalability & Performance

IT
Specialist
Information — I Functional IT
ACCGSS,
Quality,

Timeliness
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TM1 has particular affinity for Financial Analytics

Feature

Easily create
Cognos TM1 reports and
Excel templates deployed
via Excel or web

Simply access

Cognos TM1 Excel “generated”
Web reports or input
templates
....because

analytics is about

analyst
Interaction

[Jrm]
I

|
il
]

Feature

In-Memory

Multi -Cube

Rules
Language

Turbo
Integrator

Benefit

Model and analyze large data volumes with
fast response times

Easily create simulations interactively to test
new business assumptions

Model any type of business process; natural
way to build models

Create complex financial applications

Easily load large amounts of data quickly (e.g.,
intraday) from any sources including ERP, DW,
etc.

....and about robustness of

server based data

paradigm!

* indosat

Existing TM1 customer in Indonesia
Large Telecom company
36 million subscribers

275 million transactions processed per
day from over 70,000 files

hardware
140 GB RAM dedicated to TM1

28 processors
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Why IBM Biz Analytics?

Risky Strong
Bets  Contenders Performers Leaders
Strong
SAP BusinessObjects
Obje : B
Oracle X\ Cognos|
Information Builders -\ ) @
MicmStrategy’,% N
Actuate BIRT (=) >)(*= SAS
o
QlikTech ») T Microsoft
Current TIBCO
offering Panorama Software = Spotfire
Market presence
—_—
Weak
Weak ———————— Strategy Strong

Industry Analyst Recognition - Bl and FPM Leadership

Fnacial WO Dymame .
Custemer & Froducs Risk sight CPRMEaton Supply Chaie duln Channet Better Business
Frofiasiity  Business Optimization — Marketing Outcomes

I
_‘“P”
L]

@

P Fgfleglytlx

® | L0 ||
o
(0)]

Ji
)
FECHNOLOGIES. ING

Partner Ecosystem Leadership

Enterprise Market Segmel

ANES
1BM G5 Plamning,
1BH Cognos ¢ | 18M Gognos Tht

Ini

-

b e
Data Management

Business Intelligence
& Performance
Management

formation Integration,
Warehousing,
& Management

Cognos

software
Optimize business
performance

Establish, Govern, and
Deliver Trusted Information

Cptimize content-based
Cperational &
Compliance Processes

Manage data over iis
lifetime

IBM Cognos
8 Bl for
MidMarket :
1BM Cognos
™
Executive
Viewer

Gontroller

IBM Cognos TH1
cocnes

IBM Cognos TH1 MidMarket Edition

IBM Cognas
T Vieb &
1 Excel

Analytical
Processing

IBM Cognos |
™
Server

Dimension
Management |
NEW]
IBM Cognos 8 |
Business
i et

Information Management Leadership

Product Leadership — TM1, C10BI
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© Copyright IBM Corporation 2008 Al rights reserved. The information contained in these materials is provided for informational purposes only, and is provided AS IS without warranty
of any kind, express or implied. IBM shall not be responsible for any damages arising out of the use of, or otherwise related to, these materials. Nothing contained in these materials is
intended to, nor shall have the effect of, creating any warranties or representations from IBM or its suppliers or licensors, or altering the terms and conditions of the applicable license
agreement governing the use of IBM software. References in these materials to IBM products, programs, or services do not imply that they will be available in all countries in which IBM
operates. Product release dates and/or capabilities referenced in these materials may change at any time at IBM’s sole discretion based on market opportunities or other factors, and are
not intended to be a commitment to future product or feature availability in any way. IBM, the IBM logo, Cognos, the Cognos logo, and other IBM products and services are trademarks of
the International Business Machines Corporation, in the United States, other countries or both. Other company, product, or service names may be trademarks or service marks of others.
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Important Disclaimer ’

= THE INFORMATION CONTAINED IN THIS PRESENTATION IS P ROVIDED FOR INFORMATIONAL
PURPOSES ONLY.

= WHILE EFFORTS WERE MADE TO VERIFY THE COMPLETENESS AND ACCURACY OF THE
INFORMATION CONTAINED IN THIS PRESENTATION, IT IS PROVIDED “AS I1S”, WITHOUT
WARRANTY OF ANY KIND, EXPRESS OR IMPLIED.

= IN ADDITION, THIS INFORMATION IS BASED ON IBM’'S CUR RENT
PRODUCT PLANS AND STRATEGY, WHICH ARE SUBJECT TO CH ANGE BY
IBM WITHOUT NOTICE.

= |IBM SHALL NOT BE RESPONSIBLE FOR ANY DAMAGES ARISIN G OUT OF
THE USE OF, OR OTHERWISE RELATED TO, THIS PRESENTAT ION OR ANY OTHER
DOCUMENTATION.

= NOTHING CONTAINED IN THIS PRESENTATION IS INTENDED TO, OR SHALL HAVE THE EFFECT
OF:

— CREATING ANY WARRANTY OR REPRESENTATION FROM IBM (O R ITS AFFILIATES
OR ITS OR THEIR SUPPLIERS AND/OR LICENSORS); OR

— ALTERING THE TERMS AND CONDITIONS OF THE APPLICABLE LICENSE AGREEMENT
GOVERNING THE USE OF IBM SOFTWARE.

[Jrm]
I

|
il
]
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/A

Thank you

21
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© Copyright IBM Corporation 2008 All rights reserved. The information contained in these
materials is provided for informational purposes only, and is provided AS IS without warranty
of any kind, express or implied. IBM shall not be responsible for any damages arising out of
the use of, or otherwise related to, these materials. Nothing contained in these materials is
intended to, nor shall have the effect of, creating any warranties or representations from IBM
or its suppliers or licensors, or altering the terms and conditions of the applicable license
agreement governing the use of IBM software. References in these materials to IBM
products, programs, or services do not imply that they will be available in all countries in
which IBM operates. Product release dates and/or capabilities referenced in these materials
may change at any time at IBM’s sole discretion based on market opportunities or other
factors, and are not intended to be a commitment to future product or feature availability in
any way. IBM, the IBM logo, Cognos, the Cognos logo, and other IBM products and
services are trademarks of the International Business Machines Corporation, in the United
States, other countries or both. Other company, product, or service names may be
trademarks or service marks of others.
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