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The Brave New World means:




1. Social Computing and Tapping into the Power of Connected Consumers Webinar, Forrester Research./



Growth of Social Networking and Web 2.0 shifts power to
consumers

XS tripadvisor

get the truth. then go*

Customers call the shots.

Consumers get real-life opinions

For example, a hotel in Rome
experienced a 30% drop in business shortly after a
negative review on TripAdvisor.com appeared,
underscoring the power of consumer opinions and
Web 2.0 applications.

Sources: Social Computing and Tapping into the Powe r of Connected Consumers
Webinar, Forrester Research. CRM Today



Why do people participate in the social community:

* To meet and share information —to have fun
* To have a dialogue and be a “part”
* To be connected —it's more about them and less about you

* To see the experience of the people who bought it, tried it, read it, made it, or visited it
first

* Tolearn from an expert’'s ideas and opinions
* To provide their opinions and wisdom
* To get the inside scoop

* To tell others what they like —and what they don 't

The social community is a highly flexible concept, held together by several types of users
across the spectrum, centered around what they want to express and to whom




Social Networking Communities involve group dynamics , so the opinion
of one person have much greater effects today than ever before

post videos on YouTube and write
blogs; they want a platform to collaborate with
companies, and will freely give their input

post comments and participate on
forums; they expect answers back from 12-19%
companies

Collectors
16-23%

Couch Potatoes passivly receive
information; they read blogs and
customer reviews

25-31%

Percentage of total

Sources: Social Computing and Tapping into the Powe r of Connected Consumers
Webinar, Forrester Research.



Group Dynamics are even forcing companies to defend themselves
against “consumer” media blog swarms

The problem:
1. The company'’s press release created a “blog swarm”, a spike in activity around an issue or controversy.

2. Loyal customers were “dissatisfied,” even “outraged” at an “incomprehensible” decision, which was driving many to
consider public “boycott” or at least to “stop eating” the company’s entire line of products.

Conversation around product ingredient change

Number of postings each day Day 1 — Announce adding Animal

Remnants to food

Day 1 and 2 — Blogswarm of protest by
Vegetarian Community

Days 3 — 6 — Vegetarian community
send 6000 email and 3000 phone call
threatening to boycott companies
products

Day 7 — Company reverses decision

Day 8 — 10 Vegetarian Community
declare a victory



Group Dynamics make the Customer Experience much more
Important than ever before

Consumer complaints
which are reported to a
company

Consumers that tell their
friends, family and
colleagues about
negative experience

Consumers that avoid a
company after hearing of
negative experience from

others

Conclusion, out of every 100 customers that go away dissatisfied, if 32 of them tell at
least one person of the negative experience (say 1.5 as average), of the 48 people they
tell, 24 others will decide not to do business with you. The company may have saved 6
of the 100 negative experiences but lost 940f the the original 100, plus 24 others!

Source: Retail Customer Dissatisfaction Study 2006, Verde Group & Wharton School of Business



Why should companies care about the Customer Experience?

For example, the Top 10 Retallers of Forrester
Research’s 2007 Customer Experience,
compared with other retailers in the Index,
reported on average:

11% Higher 5 Year Sales Growth Rate
Net Profit Margin

Inventory Turnover
Return on Assets

78% Higher

Source: Customer Experience Index 2007, Forrester Research; 2007 company financials (Reuters)
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Early Warning of reputation

threats to your Company or
Brands

Monitoring risks via
Configurable models that
represents different
dimensions of reputation risks,
e.g., brands, corporate,
consumers, and industry
issues, etc.

Converting reputation threats
to opportunities using
Analytical Dashboard and
TxTDiscovery

IBM’s COBRA solution can benefit all industries in a
to address opportunities in the Brave New World, inclu ding:

-3

Near Real-time updates and
filtering of Blogs, Boards and
News sources

Filtering massive information
from tens of thousands to
dozens of alerts a day (Factor
of ~100 to ~1000 data
reduction)

Trends to understand and
predict market opportunities
ahead of time

Dash Board Dynamic Analysis

— User can select different
combinations of Sources,
Models and AlertCauses and
view resulting trends by
Sentiment, URL, Author.

number of ways

Generating different types of

alerts ranging from strong
and weak signals, to human-
defined and system detected
Sentiment analysis to detect
opinion related alerts.

Root cause analysis to
understand why
events/alerts happen and
take actions early and
proactively

Relationship analysis to find
co-relations among different
dimensions to enable actions




.
COBRA & Risk Management

Reputation is easy to tarnish, but hard to regain. It is simply not worth the risk.

Effects of Reputational Risk: “Amongh thﬁss fomganies
: " who had face
negative publicity reputational problems,
loss of revenue 28% described the
costly litigation financial toll as major.....

In professional services,
it of k mol reputational damage is
EXIt of K€y employees the biggest single cause

of major financial loss....’

decline in the customer base

“....strong correlation between a
57% increase in unfavorable
articles in the spring of 2003 and
Companies weak stock price.”
What Price Reputation, Business
Week July, 2007

LexisNexis Process Center



Risk Management: Reputation Loss and Shareholder Value are correlated

While Merck’s issues with
Vioxx became public, their
share price plummeted and

Aug. 25, 2004 : Preliminary . .

data from an FDA-financed Internet searches tripled
study show patients who Sept. 30, 2004:

took Vioxx had a higher Merck says it is

cardiovascular risk than withdrawing Vioxx

patients who took Pfizer's from the U.S. and

Celebrex. worldwide markets.

Google Finance

Google Trends

News Sources: TheStreet.com



Risk Managemement: Wendy's “Finger Food” Hoax

March 25, 2005 : Sales . ) .
drop at Wendy's after April 23, 2005'. Wepdys
woman finds finger in hopes arrest will bring back

chili customers; loss to Wendy’s
restaurants in the Bay area is
5oogle Trends $2.5 million

Google Finance



COBRA & Market Research

COBRA adds value to companies in the area of Market Research for discovering
what people want, need, or believe . It can also involve discovering how they act .

COBRA can address:

* What is happening in the market? What are the trends? Who are the
competitors?

* How do consumers talk about the products in the market?

* Which needs are important? Are the needs being met by current
products?

* Who are the customers?

* Where are they located and how can they be contacted?

« What quantity and quality  do they want?

* When is the best time to sell?

* Market segmentation

* Market trends



Market Research: Telcos and Issues

» Enables telcos to see
where their issues are,
as well as those of the
competitors

* This knowledge can
lead to the
development of new
products and services
to maintain a
competitive edge

* Opens new market
opportunities



Market Research: ‘VEGEMITE LOVE' NOW A GLOBAL PHENOMENON
IBM research reveals Vegemite is the world’s most loved brand on the internet

« COBRA analysed 1.5 billion posts
across 38 languages within social
networking sites, blogs, message
boards, and online news.

« The results discovered 479,206
mentions for Vegemite, with brand
affinity found more often than any
other product globally.

» |IBM started the research, but Kraft
Foods integrated these insights into
their marketing strategy and
engaged customers to tell them how
they eat their Vegemite.




COBRA & Customer Experience

Eighty percent of companies believe they deliver a superior customer experience,
but only 8 percent of their customers agree. COBRA can detect when your
company is not delivering on the Three "Ds" of Customer Experience:

« Design the right offers and
experiences for the right customers.

* Deliver these propositions by
focusing the entire company on them
with an emphasis on cross-functional
collaboration.

* Develop capabilities to please
customers again and again—by such
means as revamping the planning
process, training people in how to
create new customer propositions,
and establishing direct accountability
for the customer experience.

Photo: Wikipedia
Sources: Bain & Company, "Tuning In to the Voice of Your Customer," Harvard Management Update, Vol. 10, No. 10, October 2005



Customer Experience: “AirlineX” customers are talking about their
experiences every day...over 75,000 discussions over the last 12
months...

Insight:

*  For the first ¥z of the year the “take over bid” dominated the discussion.

« Consumers were also discussing brand issues including Service, Frequent Flyer Program, and
who was the best airline

— [ [
Take Over Bid ‘ ‘ J

Alliance J
Government Intervention

Service . A N
Flight Attendant : N ?os\“\’e °9aty,,
Designer Amenities DIS_CUS 510N
Frequent Flyer Program which ¢an
Mobile Phone on Planes effect your
Flight Travel )] See

Airline Fares < reputation N et\lfal

Competitor 1
Competitor 2 ) Modeling the discussion
Competitor 3 sentiment about Brands: 25%
Competitor 4 of posting were “Positive”
New Planes : « —
with only 16% “Negative”.
Engineers Work Stoppage This would indicate a strong

Management Change Brand
Price Fixing

Incident 1 Discussijon which had

Incident 2 a short but active life
Incident 3

Source: COBRA analysis of 75,239
consumer discussions between January
2007 and January 2008
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Customer Experience: American Express Card
Is Considered to be Cool



Just buzz words? Can we make them real in our business?

Device independent capabilities
achievable

deaton product  transformative
collaboration ®se s supstantial

lnnovation

SOA useful
Customer focused Web 20 SerVICe

Open environments  Revolutionaries

Performance Value-driven concept

Research and Development | " # $
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- Module — Selling Reputational Risk Solution

Exploring social network dynamics to assess emerging risks
and market trends raises several intellectual challenges

Issue Challenge
Needle in How to find the right

a Hay Stack content at the right time

You don’t know Hard to find threats when you
what you don’t know don’t know what to look for
Issues do come and go How.to i.derjtity a “tipping_ point”
which indicates a significant
trend

How do you know you In the middle of the crisis

are doing the right thing how do your monitor results



The capabilities of search engines are not adequate to address
these challenges

Search helps you find Text Analytics help analyze
things things

Search helps find things Text Analytics help discover

when you know what you things you didn’t know about

are looking for

Use Search to find a Use Text Analytics to understand
document the context of a document (s)
Search are designed for Text Analytics are used by
use by anyone people who job it is to analyze
iInformation



- Module — Text Analytics

Applying information analytics technique to unstructured
iInformation required several breakthrough

Annotation — “construct meaning from free form text, include
identification and labeling the text with specific meanings”

Orthogonal Filtering — “Any single model is likely to be unreliable, such
as topic model or issue model, but when multiple and independently
generated models used in concert with snippets, the result are far
more reliable.”

Natural Classifications — “Uses unsupervised learning to generated a
real, unambiguous class of the content; as opposed to a subjective
classification, in which the classification represents some property
arbitrarily chosen by external entity”



COrporate and Brand Reputation Analysis (COBRA) uses Text
Analytics to filter and analyze the voice of the customer

Dynamic

Persistence
h Y
Queries Analysis —»
‘3 ¢ List of Blogs/
P9 o Boards

Content Loading Alert Identification and Analysis

Source Acquisition



COBRA Dynamic Analytical Reporting is a combination of
drill down reporting and text analytics

View Trends for Alert
Categories by Source,
Themes and
AlertCauses

Analyze specific type
of AlertCause by Brand

View Brand Trends and
document by AlertCause



COBRA will generate alerts whenever pre-defined topics are
being discussed

Strong Signal
Alerts

based on

Hotwords
Matches



Subsequently, categorizing content into appropriate types for
review is critical to understanding emerging trends

Emerging
Trend Alerts

generated by
System

Detected
Anomalies



Sentiment trends are indicative of the market perception of
brands or industry topics

Sentiment

IS assessed
by

Scoring the
use of
Positive or
Negative
words



Deeper analysis of the content can be made by using the
underlying Business Information Workbench

Banks often
face very
different

issues. BOA

and Citigroup
cover different
issue space

AMEX was
not
associated
with the
issues

identified

that much
at all.




IBM’s advanced text analytics mining is used to detect
reputation alerts, market trends and consumer sentiments

Filtering massive information
from tens of thousands to
dozens of alerts a day (Factor
of ~100 to ~1000 data
reduction)

Monitoring content via
Configurable models that
represents different
dimensions of relevant
information, e.g., brands,
corporate, consumers, and
industry issues, etc.

Generating different types of

alerts ranging from strong and
weak signals, to human-
defined and system detected.

Sentiment analysis to detect
opinion related alerts.

Dash Board Dynamic Analysis

— User can select different
combinations of Sources,
Models and AlertCauses and
view resulting trends by
Sentiment, URL, Author.

Root cause analysis to

understand why
events/alerts happen and
take actions early and
proactively

Relationship analysis to find
co-relations among different
reputation dimensions to
enable preventive actions

Trends to understand and
predict issues ahead of time



Innovation is about taking advantage of disruptive changes

* The growth of Social Networking and Web 2.0 shifts power to
customers

« |IBM’s advanced text analytics mining tool, COBRA, is a
breakthrough innovation to:
* Know what is being said about your company, brands, products

 ldentify emerging trends in your industry

* Help you develop new products & services

* More info at our COBRA Demo booth

Thank You!
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Just buzz words? Can we make them real in our business?

Device independent capabilities
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Customer focused Web 20 SerVICe

Open environments  Revolutionaries
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