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There are many studies that highlight the need for organizations to better engage with and gain a full
understanding of their customers as individuals. This need has been brought about by the new
"empowered customers" who are leveraging new channels of interaction, such as mobile devices and
social media. Empowered customers demand appropriate attention, personalized offers, and relevant
recommendations, all seamlessly delivered across their chosen interaction channels. Delivering an
outstanding customer experience has become a strategic imperative for today’s organizations.

Organizations that strive to deliver an outstanding customer experience face the challenge of
continuously incorporating disparate sources of customer information: new and existing, often
fragmented, internal and external to their organizations. All of these data sources -- structured,
unstructured, and semi-structured -- must be integrated and analyzed for every customer in the contexts
of their individual situations. Figure 1 illustrates the information and the sources to consider in choosing
the next best action to take.
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Figure 1. Determining the next best action

The IBM® Next Best Action Solution helps translate all of the available customer information into actions
or interactions that make sense to the customer so that you can guide long-term customer loyalty and
value. It is the enabler for delivery of an outstanding customer experience across all organizational
business functions, such as sales, marketing, customer retention, service and fault resolution, and
accounts. The solution can collect, integrate, analyze, and score data to determine the most appropriate
action for each customer, based on their historical, social, and contextual information. It combines the
following software products:
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IBM Predictive Customer Intelligence (PCI)

IBM Interact

IBM Information Server

IBM InfoSphere® Biglnsights™ Enterprise Edition
IBM Cognos® Enterprise

Did you know?

In a recent study, 74% of online consumers get frustrated with websites when content (for example, an
offer, an advertisement, or a promotion) appears to have nothing to do with their interests. Meanwhile,
eConsultancy found that 72% of companies say they don’t understand how to implement website
personalization. Common barriers are lack of technology or inability to translate data into action.

Similarly, a recent survey from Sociomantic Labs shows that the influence of web ads was twice as high
on those who found them well-targeted than those who did not (52% versus 26%), and the discrepancy
was even greater when it came to Facebook ads (50% versus 17%). This trend continued in all of the
channels cited, including online video (22% citing an influence when the ads were targeted compared to
7% when not targeted), mobile ads (22% versus 5%), Pinterest (47% versus 11%), and Twitter (31%
versus 3%).

Sources:
e 10 Web Personalization Stats You Ought to Know
https://www.dynamicyield.com/2014/06/10-web-personalization-stats/

e New Survey From Sociomantic Labs Shows Personalization Dramatically Improves Digital
Advertising’s Ability to Influence and Convert Consumers
https://www.sociomantic.com/new-survey-from-sociomantic-labs-shows-personalization-dramatically-
improves-digital-advertisings-ability-to-influence-and-convert-consumers/

Business value

The IBM Next Best Action Solution described in this document is an extensible solution that uses scalable

technologies. It is integrated based on IBM’s experience of repeated delivery in a range of client

situations. It offers the following advantages to your customers:

e Delights existing customers by anticipating their needs and desires

e Delivers a smarter, personalized, and timely customer experience that is rooted in the context for
each customer

e Provides a seamless and consistent cross-channel customer experience that saves customers time
and eliminates the frustration caused by inappropriate offers and interactions resulting from the lack
of a holistic customer view

e Promotes the feeling of being known by your organization and treated according to their individual
wants and needs

The Next Best Action Solution offers the following advantages to your organization:

e Maximizes strategic lifetime value, profitability, and loyalty of your customers and reduces customer
attrition

e Increases the success of revenue-generating recommendations, such as up-sell, cross-sell, and
retention
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e Empowers customer-facing employees by giving them the optimal recommendation for each
customer, eliminating undesired variations across all of the interaction channels

e Identifies and converts customers by observing their behavior and proactively engaging with them
through the appropriate interaction channel, exactly when they are most ready for influence, such as
when they are in a physical store or discussing products while using social media

e  Optimizes events that drive enterprise business results, one interaction and one decision at a time,
and helps you understand where value is and the consequences of not taking action

e Microsegments your customer base to provide targeted marketing at the individual “market segment
of one” level providing strong market differentiation to your organization

e Enables your organization to spot trends, patterns, and anomalies; compare what-if scenarios; predict
potential threats and opportunities; identify and manage key business risks; and plan, budget, and
forecast resources

e Creates an ever-improving and enriching single view of the customer that can be shared across the
organization, providing actionable insights to decision makers to achieve better business performance

e Increases customer satisfaction and loyalty

By adopting this approach and implementing the Next Best Action Solution, your organization will begin a
subtle but far-reaching business transformation that will provide a competitive advantage in the constantly
changing digital marketplace.

Solution overview

The Next Best Action Solution consists of five high-level components, as shown in Figure 2.
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Ign-level components O

These are the five components and functions:
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Capturing Customer Activity receives information about the actions, movements, and communications
of customers, which are of potential relevance and interest in guiding future interactions. The
information may come from a wide variety of different sources (for instance, sensors within a mobile
device or social media sites), be of many types (such as geospatial information or natural language
text), and be received in many forms as real-time events or in a batch transfer. When information is
received by the Capturing Customer Activity component, Process Trigger Rules are used to
determine whether to trigger a decision within the Real-Time Decisions component.

Real-Time Decisions makes decisions based on Rules and Decision Models. The component is
triggered by customer activity and decides what action should be taken. The decision is determined
by applying predefined models to the information contained within the triggering event, and potentially
past events, and additional information retrieved from the Analytics Services component. The
decision may or may not result in an action being taken and delivered to the customer by a human or
automated channel. The outcome of the action is collected and recorded for future use.

Analytics Services collects and maintains a store of historic data about customers and their
interactions. This information can be provided to the Real-Time Decisions component if historic data
is needed to inform decisions. It is also provided to the Decision Management component

Decision Management creates analytical models, rules, and decision models based on the
information provided by Analytics Services. Analytical tools are used by data scientists and analysts
to create predictive models. For instance, based on historic data, a model for customer churn might
be generated that predicts the risk of a customer terminating their contract based on factors identified
as the key predictors, such as slow fault resolution. This model is then used to create a decision
model that is deployed to the Real-Time Decisions component, which triggers a free gift offer when a
high churn risk is identified for a customer. Models are also deployed to the Capturing Customer
Activity component to determine whether or not the real-time decisions component is triggered on
receipt of information about customer activity.

Reporting provides a view of the historic information within Analytics Services through dashboards
and reports that allow users to see and understand how the solution is performing and to provide
information on metrics, such as offers made and outcomes. This information can be used to
continuously adjust the solution to improve the outcomes.

Solution architecture

Figure 3 shows the next level of detail for each of those components and shows the minimum set of
products required to implement the solution.
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These are the products required:

o /BM InfoSphere Information Serverprovides a way of capturing the customer’s activity and distilling
this information into the solution. Information Server is a market-leading data integration platform. It
includes a family of products that allows an organization to understand, cleanse, monitor, transform,
and deliver data, as well as to collaborate to bridge the gap between business and IT. InfoSphere
Information Server provides massively parallel processing (MPP) capabilities to deliver a highly
scalable and flexible integration platform that handles a variety of data volumes (large, small, and
everything in between).

e The combination of IBM DB2® and IBM InfoSphere® Biginsights™ forms the data store that is
required for analytical (OLAP) processing of the customer activity data to create actionable insights
for use by operational systems:

o DBZprovides a comprehensive multiple workload database for transactional, data warehousing,
and analytics capabilities.

o InfoSphere Biginsights manages and analyzes Internet-scale volumes of structured and
unstructured data. Built on the open source Apache Hadoop software framework, it enhances this
technology by adding administrative, workflow, provisioning, and security features, along with
sophisticated analytical capabilities from IBM Research.

The customer activity data is then combined with data from the Customer and Product Master Data
Management solution as input to the real-time decision-making process. These are shown as logical
components, because many mature organizations will have already invested in the creation of a
single view of the customer or product that can be used as input into the solution rather than creating
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a hew one.

e /BM Predictive Customer Intelligence (PC/) personalizes the customer experience by making
recommendations that are most relevant to each unique customer, based on their buying behavior,
web activity, social media presence, and much more. Using automation, this integrated software
solution gathers customer information from multiple internal and external sources and models
customer behavior. Scoring then provides you with customized actions that you can take to provide
the right offer to the right customer at the right time. IBM PCI combines several software components,
for example IBM SPSS® Modeler, IBM CPLEX®, and Analytical Decision Management. Together,
they provide the following capabilities:

o Predictive analytics to help you anticipate the behavior of individual customers
Decision management to convert predictive model scoring into an appropriate action
Real-time scoring to generate and regenerate predictions on demand

Cross-campaign optimization to identify the most profitable decision for each customer

O O O O

Customer lifetime value segmentation to classify customers and provide recommendations for
retention

e Analytical Decision Management and Interact combine to support the decision-making process in real
time:

o  /BM Analytical Decision Management (ADM) supports decision management in PCI and also
automates and optimizes transactional decisions made at the front lines of an organization to
consistently maximize outcomes. Combining predictive analytics, local rules, scoring, and
optimization, it delivers recommended actions in real time to workers and systems, which
empowers them to make the right business decision each time.

o  With /BM Interact, marketers can personalize, in real time, the experience of customers
interacting with websites, call centers, and other inbound marketing channels. IBM Interact uses
powerful behavioral targeting analytics and marketer-defined business logic to deliver the optimal
marketing message in each case.

e The version of /BM Cognos within PCI delivers self-service analytics with cost-effective scale for your
business intelligence and performance management initiatives. Users can freely explore information,
analyze key facts, and quickly collaborate to gain alignment with key stakeholders and act on insights.
This can be extended with Cognos Enterprise, which supports delivery of consistent information and
analytics across the web, mobile, or desktop and can be embedded into other applications.

Use scenarios

The Next Best Action Solution is relevant to many organizations across a range of industries. In banking,
insurance, and telco, it is often used by call center staff to more effectively handle inbound calls from
customers. In this scenario, the solution suggests one or more best next actions to the CSRs, which they
use to direct the conversation with the customers. The actions might include making an offer, such as a
special discount on a product identified as being of potential interest, based on their interests or buying
histories. Alternatively, if the customer has cause for complaint, perhaps due to issues with the service
they have received, the action suggested might be to provide a direct contact with a senior support or
complaints resolution team.

A superior experience can be provided by taking into account the information about the client across
channels (for example, web, mobile, call center, email) and across different parts of the organization that
have distinct and separate information systems (for example, a telco with separate mobile, broadband,
and TV businesses or a bank with separate credit card, personal banking, and investment businesses).
Taking a holistic view of a client creates a sense that the organization “knows” them, increases client
satisfaction and loyalty by avoiding making inappropriate offers, and increases the chance of upselling
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and cross-selling new products and services.

Increasingly, organizations are also considering outbound interactions via new channels, such as making
use of a mobile app. This opens up the possibility of sending push notifications to a customer’s mobile
device based on their movements. For instance, when customers pass close to a coffee bar, this might
trigger a decision model that determines that certain customers like coffee in the morning and sends an
offer for a half-price drink to entice them into the coffee bar.

Integration

The Next Best Action Solution provides a solid foundation that can be extended in many different ways
and enhanced by integration with a wide variety of other IBM products and solutions. Here are some of
the other IBM products that integrate with and enhance this solution:
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IBM InfoSphere Master Data Management enhances Analytics Services used as the Master Data
Source for the product, offer, customer functions, or custom data

IBM InfoSphere Data Replication enhances the complete solution by automatically replicating data
between different data stores that need to be kept in sync

IBM InfoSphere Streams enhances Capturing Customer’s Activity and Real-Time Decisions by
allowing for highly scalable and performing decision engine that allows models and rules to be
executed directly on the data stream in near real time

IBM WebSphere® Operational Decision Manager enhances Real-Time Decisions by providing
platform for complex even processing (CEP) and execution of complex business rules.

IBM WebSphere Commerce enhances the overall solution for a retail type environment by providing a
rich source of customer, product and order information

IBM Integration Bus (limited license included with PCI) enhances Real-Time Decisions by including
ESB pattern implementation (management of decision-making process, routing of triggers and
events, transformation and augmentation of data, implementer of action, and so on)

IBM PureData® Solution for Customer Insight (previously Netezza CIA) enhances Capturing
Customer’s Activity, Analytics Services and Real-Time Decisions providing packaged solution for
customer insight

IBM Watson™ Explorer enhances Analytics Services and Decision Management by providing
powerful unstructured data search and analyzes functions

IBM Mobile Push Notification (previously Xtify) enhances the overall solution by providing the
geo-location, geo-fencing, push messaging and customer activity and outcomes functions

IBM Presence Zones enhances the overall solution by providing the location and in-store functions

IBM Tealeaf® enhances the overall solution by providing the customer activity and outcomes
functions

IBM Silverpop enhances the overall solution by providing cross-channel customer behavior functions

IBM Digital Analytics (previously Coremetrics) enhances the overall solution by providing customer
activity and outcomes functions, for example LIVEProfile

IBM Social Media Analytics enhances the overall solution by providing integration with Facebook,
Twitter, and BoardReader and sentiment analytics

IBM Campaign (previously IBM Unica®) enhances the overall solution by providing outbound
campaigning functions

IBM DB2 BLU enhances the overall solution by providing high-performance in-memory analytical
processing



Supported platforms

Solutions are available on the traditional platforms, such as IBM Power Systems ™, IBM System z®, and
hardware appliances. Elements of this solution can also be delivered via the cloud.

Ordering information

Ordering information is show in the following table.

Table 1. Ordering part numbers and feature codes

Program name PID Charge unit | Announcement letter
numb | description
er
IBM InfoSphere | 5724- |PVU http://www.ibm.com/common/ssi/cgi-bin/ssialias?subtype=ca&infotype=
Information Q36 an&appname=iSource&supplier=897&letternum=ENUS207-043
Server
IBM DB2 5765- | PVU http://www.ibm.com/common/ssi/cgi-bin/ssialias?infotype=an&subtype=
Enterprise Edition | F41 ca&appname=gpateam&supplier=8978&letternum=ENUS213-210
IBM InfoSphere 5725- |PVU http://www.ibm.com/common/ssi/cgi-bin/ssialias?subtype=ca&infotype=
Biglnsights C09 an&appname=iSource&supplier=897&letternum=ENUS214-270
Enterprise Edition
IBM Predictive 5725- |RVU http://www.ibm.com/common/ssi/cgi-bin/ssialias?subtype=ca&infotype=
Customer RO8 an&appname=iSource&supplier=897&letternum=ENUS214-229
Intelligence
IBM Interact 5725- |RVU http://www.ibm.com/common/ssi/cgi-bin/ssialias?subtype=ca&infotype=
D22 an&appname=iSource&supplier=897&letternum=ENUS213-444
IBM Cognos 5724- | User http://www.ibm.com/common/ssi/cgi-bin/ssialias?infotype=AN&subtype
W12 =CA&htmlfid=897/ENUS212-289&appname=USN

Related information
For more information, see the following publications:
e  Smarter Analytics. Driving Customer Interactions with the IBM Next Best Action Solution, REDP-4888

www.redbooks.ibm.com/redpapers/pdfs/redp4888.pdf

e  Retlain and Delight Your Customers by Applying IBM Predictive Customer Intelligence, REDP-5163
http://www.redbooks.ibm.com/Redbooks.nsf/RedbookAbstracts/redp5163.htmI?Open

e IBM Predictive Customer Intelligence product page
http://www.ibm.com/software/products/en/predictive-customer-intelligence

e |IBM Interactive Marketing solution home page
http://www.ibm.com/software/marketing-solutions/interactive-marketing-solution/

e |IBM Interact product page
http://www.ibm.com/software/products/en/real-time-inbound-marketing/

Stay connected to IBM Redbooks
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e Find us on Facebook
http://www.facebook.com/IBMRedbooks

e Follow us on Twitter
http://twitter.com/ibmredbooks

e Look for us on LinkedIn
http://www.linkedin.com/groups?home=&gid=2130806

e Explore new Redbooks publications, residencies, and workshops with the IBM Redbooks weekly
newsletter
https://www.redbooks.ibm.com/Redbooks.nsf/subscribe?OpenForm

e  Stay current on recent Redbooks publications with RSS feeds
http://www.redbooks.ibm.com/rss.html
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Notices

This information was developed for products and services offered in the U.S.A.

IBM may not offer the products, services, or features discussed in this document in other countries. Consult your local
IBM representative for information on the products and services currently available in your area. Any reference to an
IBM product, program, or service is not intended to state or imply that only that IBM product, program, or service may
be used. Any functionally equivalent product, program, or service that does not infringe any IBM intellectual property
right may be used instead. However, it is the user's responsibility to evaluate and verify the operation of any non-IBM
product, program, or service. IBM may have patents or pending patent applications covering subject matter described
in this document. The furnishing of this document does not give you any license to these patents. You can send
license inquiries, in writing, to:

IBM Director of Licensing, IBM Corporation, North Castle Drive, Armonk, NY 10504-1785 U.S.A.

The following paragraph does not apply to the United Kingdom or any other country where such provisions are
inconsistent with local law: INTERNATIONAL BUSINESS MACHINES CORPORATION PROVIDES THIS
PUBLICATION "AS IS" WITHOUT WARRANTY OF ANY KIND, EITHER EXPRESS OR IMPLIED, INCLUDING, BUT
NOT LIMITED TO, THE IMPLIED WARRANTIES OF NON-INFRINGEMENT, MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PURPOSE. Some states do not allow disclaimer of express or implied warranties in certain
transactions, therefore, this statement may not apply to you. This information could include technical inaccuracies or
typographical errors. Changes are periodically made to the information herein; these changes will be incorporated in
new editions of the publication. IBM may make improvements and/or changes in the product(s) and/or the program(s)
described in this publication at any time without notice.

Any references in this information to non-IBM Web sites are provided for convenience only and do not in any manner
serve as an endorsement of those Web sites. The materials at those Web sites are not part of the materials for this
IBM product and use of those Web sites is at your own risk.IBM may use or distribute any of the information you
supply in any way it believes appropriate without incurring any obligation to you. Information concerning non-IBM
products was obtained from the suppliers of those products, their published announcements or other publicly available
sources. IBM has not tested those products and cannot confirm the accuracy of performance, compatibility or any
other claims related to non-IBM products. Questions on the capabilities of non-IBM products should be addressed to
the suppliers of those products. This information contains examples of data and reports used in daily business
operations. To illustrate them as completely as possible, the examples include the names of individuals, companies,
brands, and products. All of these names are fictitious and any similarity to the names and addresses used by an
actual business enterprise is entirely coincidental.

Any performance data contained herein was determined in a controlled environment Therefore, the results obtained
in other operating environments may vary significantly. Some measurements may have been made on
development-level systems and there is no guarantee that these measurements will be the same on generally
available systems. Furthermore, some measurement may have been estimated through extrapolation. Actual results
may vary. Users of this document should verify the applicable data for their specific environment.

COPYRIGHT LICENSE:

This information contains sample application programs in source language, which illustrate programming techniques
on various operating platforms. You may copy, modify, and distribute these sample programs in any form without
payment to IBM, for the purposes of developing, using, marketing or distributing application programs conforming to
the application programming interface for the operating platform for which the sample programs are written. These
examples have not been thoroughly tested under all conditions. IBM, therefore, cannot guarantee or imply reliability,
serviceability, or function of these programs.

© Copyright International Business Machines Corporation 2015. All rights reserved.
Note to U.S. Government Users Restricted Rights -- Use, duplication or disclosure restricted by
GSA ADP Schedule Contract with IBM Corp.
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This document was created or updated on March 2, 2015.

Send us your comments in one of the following ways:

e Use the online Contact us review form found at:
ibm.com/redbooks

e Send your comments in an e-mail to:
redbooks@us.ibm.com

e  Mail your comments to:
IBM Corporation, International Technical Support Organization
Dept. HYTD Mail Station P099
2455 South Road
Poughkeepsie, NY 12601-5400 U.S.A.

This document is available online at http://www.ibm.com/redbooks/abstracts/tips1287.html .

Trademarks

IBM, the IBM logo, and ibm.com are trademarks or registered trademarks of International Business
Machines Corporation in the United States, other countries, or both. These and other IBM trademarked
terms are marked on their first occurrence in this information with the appropriate symbol (® or ™),
indicating US registered or common law trademarks owned by IBM at the time this information was
published. Such trademarks may also be registered or common law trademarks in other countries. A
current list of IBM trademarks is available on the Web at http://www.ibm.com/legal/copytrade.shtml.

The following terms are trademarks of the International Business Machines Corporation in the United
States, other countries, or both:

Biglnsights™ Insight™ SPSS®
Cognos® Lotus® System z®
CPLEX® MVS™ Tealeaf®
DB2® Power Systems™ -LrJIr\:ioc|;®®
IBM® PureData® ™
IBM PureData™ Rational® Watson

IBM Watson™ Redbooks® WebSphere®
InfoSphere® Redpaper™ z/OS®

Other company, product, or service names may be trademarks or service marks of others.

Build Customer Loyalty with the IBM Next Best Action Solution

11



