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Business Analytics and Optimization

Why Business Analytics Why Business Analytics 
and Optimization (BAO) and Optimization (BAO) 

Now?Now?
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Sense and 
respond

Predict and 
act

Instinct and 
intuition

Real-time, 
fact-driven

Efficient

Optimized

Skilled 
analytics 
experts

Everyone

Back office 
Decision 
Support

Point of 
impact 
Action 

Support

Source:  Business Analytics and Optimization for the Intelligent Enterprise, April 2009. www.ibm.com/gbs/intelligent-enterprise

1 in 3 business leaders frequently make critical decisions without information they need

1 in 2 don’t have access to information across their organizations needed to do their jobs

4 in 5 business leaders see information as a source of competitive advantage

Competitive insight requires information access and speed
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Companies experience common challenges and issues:

Business Challenges
• Need for risk transparency
• Losses due to unmanaged 

Risk  
• High rates of Fraud and 

Abuse
• Increased regulatory 

oversight

Business Challenges
• Limited access to 

customer data
• Need for customer 

loyalty & profitability
• Need for revenue 

assurance

Business Challenges
• Cost Complexity due to 

Acquisitions
• Need Data Simplification
• Operating expense too 

high

Risk
and Fraud 
Analytics

Advanced 
Customer 

Insight

Analytics
and Data 

Optimization

Intelligent 
profitable 
growth

Cost take-
out and 

efficiency

Proactive risk 
management

Business Analytics 
and Optimization
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Using analytics to succeed Using analytics to succeed 
in the in the ““new normalnew normal”” of of 
todaytoday’’s complex world.s complex world.

Business Analytics and Optimization
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Most businesses have yet to take analytics the full distance. 

B
usiness operations m

aturity

Information and analytics maturity

How the business 
applies information 
to achieve its 
goals

• Policies 
• Business 

Processes
• Organization

How the business manages information and learns from it

Spreadsheets 
and extracts

Data warehouses, 
governance and 
production reporting

Process 
automation 
and workflow

Master data 
management, 
dashboards and 
scorecards

Command 
and control

Task integration 
(e.g., ERP)

Business process 
integration (e.g., CRM) 
and collaboration

Predictions, 
contextual business 
rules and patterns 

Source:  Breaking Away with Business Analytics and Optimization:  New intelligence meets enterprise operations available in late 2009 at www.ibm.com/gbs/intelligent-enterprise. 

Ad hoc

Foundational

Competitive

Differentiating

Businesses today have an entirely new way to compete

Breakaway!
Prescriptive, real-time, 

pattern-based strategies 
with situational context

Breakaway!
Prescriptive, real-time, 

pattern-based strategies 
with situational context
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Use Structured Data & 
Unstructured Data

Captured

Detected

Inferred

Made consumable and 
accessible to everyone, 
optimized for their specific 
purpose, at the point of impact, 
to deliver better decisions and 
actions through:

Descriptive 
Analytics

Prescriptive 
Analytics

Predictive 
Analytics

What if 
these 
trends 

continue?  
Forecasting

How can we 
achieve the best 

outcome and 
address variability?  

Stochastic 
Optimization

What 
happened?

What exactly 
is the 

problem?

How many, 
how often, 

where?

What actions 
are needed?

What could 
happen? 

Simulation

How can we 
achieve the best 

outcome?  
Optimization

What will 
happen 
next if?  

Predictive 
Modelling

Analytics Sophistication 

Increasing analytical sophistication creates breakaway capability

• Numeric

• Text

• Image

• Audio

• Video
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Return to 
growth

Intelligent 
profitable growth

Infrastructure 
Productivity
Take-out cost 
and improve 
efficiency

Business 
Productivity
Improve control, 
bottom line and 
stop losses

Analytics Simplification / 
BAO Foundation

Finance/Risk/Fraud Analytics

Supply Chain/Ops Analytics

Advanced Customer Analytics

Human Capital Analytics

Benefits Areas of Benefits Analytic Solutions

• More effective deployment of 
headcount

• Improved productivity in sales 
and field force

• Improved demand visibility 
and management

• More accurate supply chain 
management

• Increased sales
• Eliminated unproductive marketing 

spend
• Reduced non-productive customer 

contacts

• Lower Finance costs as a 
% of revenue 

• Transactional activity 
cost reduction

• Headcount reduction 

• Increased customer lifetime 
value

• Improved advertising reach 
and effectiveness

• Reduced attrition

• Optimized sales activities
• More effective service 

agents

• Higher productivity of finance 
FTEs via IT enablement

• Maximize ROI – tactical and 
strategic cash improvement 
opportunities

• Better customer channel 
management

• Increased global 
operations alignment

• Reduced repository footprints and data model objects
• Reduced number of data integration programs and tools
• Rationalized the disparate reporting tools and maintenance
• Reduced analysts data gathering time
• Eliminate multiple data silos
• Enhanced trust level of data and broadened access
• Increased data accuracy
• Increased capability through cross-functional correlations

Three types of analytics programs provide value-driven benefits



© 2010 IBM Corporation9

Where are the Where are the 
opportunities for opportunities for 

breakaway improvement?breakaway improvement?
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Our research shows top-line focus is back and it’s a global phenomenon

Business Objectives for 2010-2011

Revenue protection 
and growth

Competitive differentiation such 
as innovation and deeper insight

Cost takeout and 
efficiency

Improved risk management 
and regulatory compliance

Operating enablement such as 
continuous improvement 10%

12%

33%

41%

71%

Top-line 
focused

Internally 
focused

Source:  Breaking Away with Business Analytics and Optimization:  Enterprise operations meets new intelligence available in late 2009 at www.ibm.com/gbs/intelligent-enterprise. 

IBM’s 2009 survey of 398 executives worldwide
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Current                        
Top Ten 
Priorities

Next 24 Months 
Top Ten Priorities

Project Scope

• Pricing and offer strategies
• Branding and reputation management
• Product/services market selection
• Lead generation and pipeline management
• Promotion and offer management
• Logistics and distribution management

Increase 
Focus

• Customer segmentation and profitability
• Demand forecasting and management
• Enterprise goal setting and alignment
• Budgeting and resource allocation

Maintain 
Focus

• Reporting and performance measurement
• Cost/expense management
• Career path and succession management
• Fraud and financial risk management
• Leadership development
• Channel performance

Re-assess 
Focus

Impact

Source:  Breaking Away with Business Analytics and Optimization:  Enterprise operations meets new intelligence available in late 2009 at www.ibm.com/gbs/intelligent-enterprise. 

Primary improvement focus :       Top-line       Top-line and Productivity       Productivity

Getting started means aligning existing and future priorities
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Source:  Breaking Away with Business Analytics and Optimization:  New intelligence meets enterprise operations available in late 2009 at www.ibm.com/gbs/intelligent-enterprise. 

Current Top Ten 
Priorities

Next 21 months 
Top Ten Priorities

• Pricing and offer strategies
• Branding and reputation management
• Product/services market selection
• Lead generation and pipeline management
• Promotion and offer management
• Logistics and distribution management

• Customer segmentation and profitability
• Demand forecasting and management
• Enterprise goal setting and alignment
• Budgeting and resource allocation

• Reporting and performance measurement
• Cost/expense management
• Career path and succession management
• Fraud and financial risk management
• Leadership development
• Channel performance

Increase Focus Maintain  Focus Reassess  Focus

Return to 
growth

Improve 
Productivity

400 C-level executives are leveraging analytics for for growth
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How are industry top How are industry top 
performers able to performers able to 

break away?break away?
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� Based upon an independent, worldwide, cross-
industry survey undertaken in August 2009 with 398 
respondents

– Roughly 60% of respondents were C-level 
executives

– Roughly 80% of respondents were business 
executives representing

• General management

• Finance

• Supply chain

• Sales and Marketing

• Human resources

– Roughly 50/50 mix between product-based and 
services based industries

� Study segments respondents based upon business 
performance relative to industry peers

– Top performers were in the 1st quintile 

– Lower performers were in the 4th and 5th quintiles

Source:  Breaking Away with Business Analytics and Optimization:  New intelligence meets 
enterprise operations at www.ibm.com/gbs/intelligent-enterprise. 

Our study probes deeply into understanding “breakaway” companies
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Challenging
Disrupt the status quo to 
improve the business and 
create new opportunities

Empowered
Enable and empower 
employees to analyse, 

decide and act

Anticipating
Predict and prepare 

for the future by 
evaluating trade-offs 

proactively

21.9X
5.6X

15X

Chart shows differences at the highest achievement levels

Key:      Top performers (i.e., 1st quintile relative to industry peers)   

Lower performers (i.e., 4th and 5th quintile relative to industry peers)

Relative difference of top performers to lower performers

32.5%

1.5%

22.7%

1.5%
4.4%

25%

Source:  Breaking Away with Business Analytics and Optimization:  New intelligence meets enterprise operations at www.ibm.com/gbs/intelligent-enterprise. 

Top Performer AdvantagesWinning Characteristics

3X High quality information

3.2X Strong decision 
support toolset

2.5X Keen focus on 
driving business 
change

Top performers are able to seek, evaluate and act on opportunities 
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Data Governance Levels

42%

14%

25%

32%

33%

54%

Sophisticated
Processes and management 
systems that are strong with 
some supporting automation 
in place

Competitive 
Defined processes and 
management systems that are 
understood and adopted by 
most people 

Rudimentary  
A few basic processes and 
the beginnings of a 
management system

Top performers
(i.e., 1st quintile relative 

to industry peers)

Lower performers
(i.e., 4th and 5th quintiles 
relative to industry peers)

3X

Data governance helps top performers move faster and collaborate

Source:  Breaking Away with Business Analytics and Optimization:  New intelligence meets enterprise operations at www.ibm.com/gbs/intelligent-enterprise. 
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Above average BAO platforms and toolsets

Analytical and 
predictive tools

Content 
management

Dashboards and 
visualization

Master data 
management

Data integration 
tools

2.7x

2.5x4.4x 2.0x
2.4x

Business direction Trusted information

Business rules 
management

2.4x

Key:      Top performers (i.e., 1st quintile relative to industry peers)   
Lower performers (i.e., 4th and 5th quintile relative to industry peers)
Relative difference of top performers to lower performers

17% 17%
23% 24%

27% 27%

55%

65%
60%

56%

45%

74%

Top performers are armed with state-of-the-art tools

Source:  Breaking Away with Business Analytics and Optimization:  New intelligence meets enterprise operations at www.ibm.com/gbs/intelligent-enterprise. 
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2.5X
Top performers nearly triple their 
odds of success through their 
keen focus driving change

• Culture and people change

• Data governance

• Business process change

• Organizational alignment

2X
Focusing on driving change is 
more than twice as important to 
success as having a well run 
project

• Program governance

• Project objectives

• Multi-phased roadmap

• Sponsorship

• Capability assessments

• Funding process management

Good
Sound justifications

Better
Well run project

Best
Driving change

Beating the odds for success

Source:  Breaking Away with Business Analytics and Optimization:  New intelligence meets enterprise operations at www.ibm.com/gbs/intelligent-enterprise. 

Focus on making the value-driven operational changes that matter
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How do you get started How do you get started 
with Business Analytics with Business Analytics 

and Optimization?and Optimization?
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IT leadership
• Widen and Increase agility of the data 

platform by eliminating redundancy and 
creating comprehensive customer views

• Create self funding opportunities by 
rationalizing ETL and data repositories

• Establish a Customer Enterprise Service Bus 
to increase efficiency and implement strong 
governance

Business/IT leadership
• Answer hard data-intensive 

business questions such as next 
best product, retention strategies, 
marketing spend optimization

• Business Intelligence Generator 
with dashboards, analytical data-
marts and business treatment rules

• Advanced Analytical Decision 
Support System for consumer 
clustering development and 
management

Business leadership
• Strategic culture change for  

competitive differentiation
• Clearly articulated end state across 

process, organization and 
technology enablers for all 
stakeholders

• Realistic understanding of the 
complexity of transformational 
change and a comprehensive 
approach to addressing adoption

Data and 
Analytical 

Simplification

Advanced 
Analytics

Operational 
Transformation

Start with pilot, 
strategy or 
diagnostic

BAO leverage points for value creation
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Data & Content
to Run the Business

Information
On Demand Stack

Connecting Line of 
Business with IT

Leveraging information for business optimization…
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• IOD Software & Solutions

• Information Infrastructure

• Information Agenda

•Business Analytics & 
Optimization Strategy 
Services

•Analytics & Performance 
Management

•Advanced Analytics & 
Optimization Services

Information-Led Transformation

Leveraging information for business optimization…
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Industry-based solutions to help our clients grow intelligently

Risk and 
Fraud 

Analytics

Advanced 
Customer 

Insight

Analytics and 
Data 

Optimization

FSS Public Distribution Industrial CommunicationsCross-sector

Event-based 
Customer 

Management

Enterprise 
Scorecarding   

/ BPM

Risk-Adjusted 
Profitability

Threat 
& Fraud 

Intelligence 
(Financial)

Workforce 
Analytics

Carbon 
Intelligence

Data 
Governance

Customer 
Care &
Insight

Customer 
Data 
Mgmt 

Solution

Data 
Integration 
Solution 

(stone soup)

Fraud & 
Abuse 

Management

Credit Risk 
Performance

Risk Insight

Risk & 
Investigation 

Insight

Insurance 
Executive 

Dashboard

Crime 
Information
Warehouse

Member 360
(Healthcare)

Healthcare
Analytics

Fraud & 
Abuse 

Management

CFO 
Dashboard

Tax Audit & 
Compliance

Customs Risk 
Management

START 
(ARRA/ 

Stimulus)

Insight for 
Schools / 
Education 
Perf. Mgmt

Life Sciences 
State Spend 

Solution

Retail 
Performance

Analytics

Trade 
Promotion 

Optimization
(CP)

CRM 
Analytics for 

Airlines

Production 
Design & 

Operations 
Scheduling

Petroleum 
BPM

Common 
Quality

Framework /
Warranty 
Analytics

Dynamic 
Inventory

Optimization

Sense & 
Respond

M&E 
Advertising
Analytics

Telco 
Customer

Intelligence

Loyalty 
Identification

Focused 
Targeting

M&E Event 
Analytics

Demand 
Driven 

Replenishment 
(CP)

Workforce 
Measurement

Supply Chain 
Optimization

Revenue 
Assurance

Intelligent 
profitable 
growth

Cost take-
out and 

efficiency

Proactive risk 
management

Business Analytics 
and Optimization
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• Identify and prioritize 
opportunities for 
improvement

• Change business 
processes and 
operations to exploit 
analytics

• Implement 
management 
systems to maintain 
control and achieve 
goals

• Report outcomes of 
business processes 
and programs

• Automate 
management 
dashboards and 
scorecards

• Create planning, 
Budgeting, & 
Forecasting tools

• Apply advanced 
statistical and 
regression analysis 
upon historical data 
for predictive 
decision-making

• Integrate 
optimization 
algorithms and 
technology into 
operations

• Ensure robust and 
trusted data is 
available when 
needed and is easy 
to consume

• Provide a 
consolidated and 
efficient information 
platform to support 
optimization 
initiatives

• Manage document 
& records, including 
archives

• Manage structured 
and unstructured 
content

• Manage digital 
assets & rights

• Provide efficiency 
and transparency 
to complicated 
workflows

BAO
Strategy

Business 
Intelligence & 
Performance 
Management

Advanced 
Analytics and 
Optimization

Enterprise 
Information 

Management

Enterprise 
Content 

Management

• FileNet
• Content mgmt
• Records and 

archiving mgmt
• Digital assets and 

Rights mgmt

• MDM server
• Information server
• Data warehouse
• Data Integration 
• Data Quality
• Data Architecture

• Cognos
• Dashboards & 

scorecards
• Data visualization 

and management

• Strategy and 
Roadmap

• Information-led 
BPR

• BAO and data 
governance

• Infosphere streams 
and iLog

• Predictive models
• Advanced Analytics
• SPSS
• CBO Assets

Service 
Areas

Role

Key 
Words

Core BAO capabilities from end-to-end
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Business Analytics and Optimization Platforms

Data Warehouse and Other Data Management

Enterprise Content Management

Information Integration and Master Data Management

BAO Solution Set
Public DistributionFinancial 

Services
Industrial CommsCross Industry

Customer Analytics

Human Capital Analytics

Finance/Fraud/Risk Analytics

Supply Chain / Operational Analytics

Performance Management & Analysis Business Process Management

Advanced Analytics Collaboration, Web 2.0

B
A

O
 (B

usiness A
nalytics and O

ptim
ization)

Smarter Planet

Smarter Decisions for Optimized Performance 

New Intelligence

IBM Vision

Value 
Promise

Client Value 
Proposition

Solutions

Theme

Information Technology

Software 
Platforms

Hardware

Operate and 
Run Application Mgmt Hosting DC Outsourcing BPO

Cost-takeout and Efficiency Proactive Risk Management Intelligent Profitable Growth

Inform
ation A

genda 

BAO Foundation / Simplification

Client oriented view of BAO
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QuestionsQuestions


