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A Broader View
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The Analytics Challenge
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New, business-critical decisions bring new kinds
of questions. Yesterday’s metrics are a poor fit for
tomorrow’s decisions.
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Analytic Inertia
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» Using the same metrics, scorecards, & dashboards as in the past

* The value and usefulness of those metrics has diminished significantly
* Are we simply doing what we’ve done in the past?
» Do we really believe that yesterday’s analytics are good enough for today?

* Are we stuck in analytic inertia because we don’t know what to change?
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Overcoming Inertia
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» Realize that decision-making has different implications today than in the past

» Understand how and why today’s business questions are radically different
* Recognize that different questions mean different answers — new metrics
* Use new analytic processes that fit the new questions and new metrics

» Seek insight and foresight — numbers alone are not enough to manage today
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The Decision-Making Challenge
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Business Tactics

Tactical responses need information that provides insight ...

Slash budgg\s
m Cut personng
Reduce cosis

OR

adaptability
short-term cost
short-term value
long-term value

Focus on what works & drop what doesn't

Know how you create value

_ Mers Know what your customers perceive as valuable
T anm N | Cut in the right places

. RESPOND Retain high-value customers

internal processes | Review discretionary spending

Reduce cost of debt servicing
revenue model | Watch accounts receivable closely

products & services

marke
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Business Strategy

Reactive strategy is not possible.

shape the future

adapt to the future
RESPOND

reserve a place

opt out
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Business Strategy

Strategic responses need information that provides foresight ...

What risk tolerance?

What future position?

big safe sure
OR bet bet thing

shape the future

adapt to the future
RESPOND

reserve a place

ow to choose position?
How to track position?
How to determine risk?
How to monitor risk?
opt out
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Analytic Purpose
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Analytic Purpose

Research & Development

Information Technology

Performance
Profit
Opportunity
Growth
Compliance

Lines of Business
Finance

Marketing & Sales
Customer Care
Operations
Human Resources
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Financial Services

Customer Acquisition
Portfolio Management
Basel Il & IFRS
Market Risk
Operational Risk
Public Relations & Perception

Retail Banking
Consumer Lending
Wholesale Banking

Mortgage Lending
Credit Cards
Capital Markets
Asset Management
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Opportunity
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Compliance

)

O

o | Profit

\ Qperations

© David L. Wells

Healthcare

HIPAA
Insurance Reimbursement
Patient Safety & Quality of Care
Care of Uninsured
Scheduling and On Call
Emerging Technologies

Patient Care
Biomedical Research
Clinical Trials
Preventive Medicine
Managed Care
Nursing

Public Health Services
Healthcare Financials
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Telecommunications

Licensing
Customer Churn
FCC & CALEA
rates, billing, and “slamming”
ILEC & CLEC
VolP & Emerging Technologies

Performance

Opportunity

Growth

Compliance
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Networks and Facilities
Wireless Services
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Data Services
Internet Services

Messaging Services

Long-Distance Services

Retail Stores

Consumer Relations | Operatons
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Insurance

Rate Setting
Loss Reserves
Financial Reporting
Statutory & Regulatory Issues
Loss Ratios
Customer Value

Performance

)

Opportunity

Growth

Compliance

Products & Policies
Claims
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Actuarial
Underwriting

Customer Service

Coverage Decisions

Fraud Prevention
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Settlement & Litigation
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Business Questions

Uncertainty Level

Economic Cycle

What’s happening?

What happened? Why is it happening?
How much? How can Il influence it?
How can | get more? What’s the worst that can happen?

What’s the best we can hope for?
What do we really expect?
What if ...?
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Business Metrics

Uncertainty Level

Economic Cycle

Actual Value

Directional Trend
Worst Case Value
Proximity to Worst Case
Worst Case Probability
Best Case Value
Proximity to Best Case
Best Case Probability

Actual Value
Directional Trend
Target Value
Variance from Target

© David L. Wells




Business Dashboards
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Economic Cycle
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Business Analysis

Uncertainty Level

Economic Cycle
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Business Analysis

Uncertainty Level

using dashboards
and predictive analytics
to monitor the right things
with reliable data
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Research Says

Revenue Trend June 2008 — June 2009

(Source: Aberdeen Group)
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43%

Growth Flat

Decline
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Dashboards

Using Dashboards

(Source: Aberdeen Group)

Gk 59%
48%
Growth Flat Decline
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Predictive Analytics
Using Predictive Analytics
(Source: Aberdeen Group)
31%
23%
] 14%
Growth Flat Decline
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Monitoring

Monitoring Sales Pipeline

(Source: Aberdeen Group)

79%
— 66%
52%
Growth Flat Decline
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Monitoring
Monitoring Receivables
(Source: Aberdeen Group)
82%
— 75%
68%
Growth Flat Decline
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Monitoring

Link Sales Revenue to Marketing Expenditure

(Source: Aberdeen Group)

61%
52%
43%
Growth Flat Decline
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Reliable Data
Focus on Data Quality
(Source: Aberdeen Group)
57%

49%

29%

Growth Flat Decline
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The Analytics Difference

BI Penetration (percent of
executives and managers
using analytics) ...

.. three times greater
in the growth companies than
than in those with declining revenue
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