
JORDAN:
Hello and welcome to our presentation.  This is the third conference session in our Hyper Agility Event today.  The presentation is called Sustaining Efficiency and Retention During Market Consolidation, New Agility Standards in CRM.  Thank you for joining us.PRIVATE 

My name is Julie Jordan, and I'm your moderator throughout the day.  Our expert panelists for this presentation are Kathleen Khirallah, the Banking Process Leader for TowerGroup, and next we have Alessandro Camphol, who is ILOG's Western Services Director.

In this session, we will look at the points of vulnerability for customer retention and efficiency amidst the high consolidation pressures occurring in the industry right now, and the technologies supporting Customer Relationship Management processes that turn the vulnerabilities into strengths for retention, but also for up selling, cross selling and margin optimization.

Questions can be submitted throughout the presentation and will be answered at the end of the slide segment.  To submit a question, click the Ask a Question Button on the left of your viewer console.  And now, I am happy to turn the presentation over to Kathleen.

KHIRALLAH:
Thanks, Julie, and welcome to everyone on the phone.  The presentation I've put together for today is Agility Amidst Market Upheaval and Consolidation, Key Initiatives for 2009.

The agenda that I've put together for this particular presentation is going to start out looking at the current state of the financial services industry.  From there, I'll look at the key initiatives that financial institutions will be focusing on in 2009.

And very specifically, I want to hone in on a couple of issues, one being the nature of competition during phases of consolidation; the second item addressing the customer maangment lifecycle, how organizations can be most effective in their interactions with consumers during periods of consolidation.

And then, the third issue is doing more with less, which is really focusing on the fact that throughout 2009, TowerGroup expects that IT organizations will be under a lot of pressure and so we really do think that the focus for 2009 is going to be how to do more in terms of being effective in communications without necessarily having an enormous IT budget at the same time.  From there, there will be a brief summary and then I'll be handing it over to our next speaker.

So to get started, let's take a look at the current state of the financial services industry.  I think probably the most important thing to focus on is the fact that this is a global challenge that we're facing right now.  If you start at the 12 o'clock position on this particular slide, the economic crisis is the most important issue we're facing right now.

If you then visually just kind of move around the slide in a clockwise fashion, you'll see some of the other issues that are just battering the financial services industry right now.  And it's everything from credit liquidity ‑‑ and that can cover both the lending that goes between banks or among banks as well as the lending that banks put forward to consumers and businesses.

There are issues of stalled growth.  We're seeing economies slowing.  We thought that some economies of the world might escape this recession, but in fact, we're seeing stalled growth in many parts of the world.  There's an issue around credit quality.  The subprime crisis of two years ago has really forced organizations to think more about who they are lending funding, lending their funds to.

So issues around regulatory overhaul.  One of the sure things that's going to come out of this economic crisis is that regulators will come together and they will start putting together rules and restrictions on the ways that institutions do business.  And that's really in response to the economic crisis we have.  The challenge that the regulators will have is how not to go too far in the opposite direction.

The other challenge, consumer confidence has a lot to do with how soon the economy starts to rebound.  In the United States in particular, consumer confidence has been driving the economy and consumer spending has been driving the economy.  Information that came out in late October showed that the consumer confidence level is at the lowest point in the past 40 years.

And then there's the issue of capital adequacy.  Again, a challenge for the institutions in terms of making sure that they are going to have sufficient capital to do all the things that they want to do and to appease regulators as we go into 2009.  So collectively, all of these issues are having a tremendous impact on the financial services industry and particularly the banking industry.

What I want to do now is focus to the US market for a moment or two and talk about bank profitability.  This slide is really quite interesting, because it shows two things.  The gold shadow or the gold section of the chart shows net interest margins over the past six years.  And one of the things that you can see here is that the net interest margin ‑‑ which plays an enormous part in bank profitability ‑‑ is at a real low, almost a historic low at this point.

The blue bars are the interest expense, that's the cost of attracting new deposits.  And you can see that the interest expense is really quite high.  So bank profitability into 2009, we really anticipate it's going to be very, very pressured.  So we're looking at a time when profitability is not going to rebound any time soon.

The other thing that I think is important to look at is the trends in credit delinquencies.  And I refer to this as the second wave.  There are three different lines plotted on this particular graph: there's credit card, there's mortgages and then there is other.

And if you look closely at the far right of the graph, you can see that there has been a tremendous uptick in terms of mortgages, and that's not a surprise.  But there's also been a tremendous uptick in terms of credit card delinquencies and other.  And other includes things like student loans and auto loans.

So what we're seeing is a real uptick in 2008 as loans that had nothing to do with the subprime crisis ‑‑ nothing to do with the subprime crisis ‑‑ are starting to fall delinquent.  That's the second wave.  Many banks went through a round of delinquencies and charge offs directly as a result of the subprime crisis.

But what we're seeing now is more reflective of what's going on in the general economy and now we're seeing loans of all credit quality starting to charge off, they're delinquent and moving towards charge off status.  So we're seeing a period right now where you can see the effect of the economy in general.

This next slide is looking at market capitalization for top U.S. banks, and the time period that I have graphed here starts with year end 2006 and goes through the middle of October.  That's when I cut off this chart.  But you can see that there's been a tremendous deterioration in market capitalization over the past couple of years.

And what's interesting about the chart is in looking at a couple of the institutions that are no longer part of the...or will not necessarily be around going into 2009.  So you can see that Wachovia, right around the middle of the chart, had a deterioration in its market capitalization of 50 percent.  And you can see that National City in Cleveland had a deterioration in their market cap of about 41 percent.  So those two institutions will not be moving into 2009 with the others.

So, that's the backdrop.  And if anything, the things to take away from that section of that, banks are under pressure in terms of their profitability, net interest margins are really under pressure and interest expense is increasing.  Delinquencies are increasing, and market capitalization has eroded as the market has eroded in general or has declined in general.

So we're seeing a period going into 2009 of real pressure on financial institutions.  So with that as a backdrop, let's take a look at what the critical initiatives will be for 2009.

What I'd like to do now is talk a little bit about the consolidation among institutions of all sizes.  And it's also going to be across multiple markets.  This slide is pretty busy, but what it points out, hopefully, is that institutions are going to be playing both offense and defense throughout 2009.

What I mean by that is that institutions that are actively involved in consolidation will be very protective of their customer base and the customers that they are acquiring.  They will be playing very sharp defense.

At the same time, banks that are on the sidelines that are not necessarily involved in these acquisitions or in these consolidations, they have every opportunity to try and steal market share.  So they'll be playing offense.

So throughout 2009, banks will be playing offense and defense depending on how active they are in the consolidation market.  And the chart shows a list of some of the banks, so far in 2008 that have announced consolidation.  And you can see that there are some very large institutions at the top.  JPMorgan Chase and WaMu, Wells Fargo and Wachovia, PNC and National City.

Yet at the same time, there are many, many smaller deals that have also been announced in 2008, and we expect that trend to continue in 2009.  So this is not just a matter of something that happens off perhaps in a market that...in certain markets.  These consolidation trends happen in every market.

The other thing I'd like to point out is that as of June 30th, the last time that the FDIC updated its Web site, it did have 117 problem institutions that it was following very closely.  So you can expect to see some additional challenges to the consolidation world as some of these 117 institutions perhaps are taken over by stronger competitors with FDIC help.

And then finally, just to kind of wrap this slide up, we really anticipate strategic acquisitions to continue into 2009.  Some of the regional banks that are taking, that are selling equity stakes to the Treasury Department and taking those capital infusions have been very clear about their desire to use those funds in the future to acquire other organizations.

And the bank that has gone on the record that way has been everyone from BB&T, which is a fairly large institution in the south east of the United States, to an organization like City National Bank in Beverly Hills, which is a very specialized type of institution.  So we really expect strategic acquisitions to continue into 2009.

The consolidation period is a very interesting timeframe.  What you're looking at on this slide is the timeline of vulnerability.  So depending on whether you're playing offense or defense, this timeline makes it clear when the points of vulnerability typically occur.

And if you start at the far left of the chart, you know, there's the public announcement of the deal.  And that sometimes flies under the radar with a lot of consumers.  There's usually a regulatory review period and then the deal is actually closed.  It's approved by the regulators and perhaps the name changes.

From that point on, things get a little bit dicey and that's when the organizations doing the acquisitions have to play very strong defense.  You can see on the chart that I've tried to indicate that each of these boxes moves towards a darker and sharper color of red, the point being that as you move through this timeline, the sensitivity of consumers ratchets up, as the communications start going out regarding the consolidation.

So, as we look at something like staff integration, training begins, that may or may not register with consumers.  But once they start receiving the first wave of disclosures and consolidation notices, it's really hitting the consumer's radar.

The systems conversion brings in a whole lot of changes that affect consumers, and then when you get to the post conversion period, there may be additional branch closures and there's typically an additional wave of communication around retention.

But throughout this timeframe, if you think of it, if you're one of the organizations that's not involved in the consolidation, as you look at this kind of a timeframe, it gives you a pretty clear picture of when consumers are most vulnerable to be acquired, most vulnerable in terms of your marketing outreach to them.  And it gives you a sense of when and how to move forward.

This next slide is interesting in that it shows what happens when you get to rolling phases of consolidation.  And when we start talking about the really large deals that go on, there's typically a phased approach, rather than a big bang approach.  And so in this slide what you see are a breakout of four different regions: north branches, east branches, west branches and south branches.

And the point I was trying to make with this is that if a deal is announced say, now, and the first wave of integration begins in December of '08, those north branches really don't finish up until some time well into 2009.  And then the institution continues to be rolling through with these next phases.

But the point to take away from all of this is that as very large institutions work on these phased approaches, different markets will have vulnerabilities at different times.  And for those institutions that are in those markets, this gives them a sense of how they can be most effective in terms of going in and acquiring customers away from the bank that's being consolidated.

Those banks that are active in the consolidation process can also look at this chart and understand where they have to be strongest in terms of their ability to play defense.  And so it's meant to breakdown some of the timeframes that are very typical in a major consolidation.

I want to shift the focus a little bit now and move away from consolidation and talk a little bit about relevancy and communications.  One of the things that we've seen banks working on over the past couple of years is trying to develop a 360‑degree view of the customer, that 360‑degree profile.

The purpose of building out that kind of a profile is really multi tracked.  There are a lot of advantages to having that kind of a centralized view of the consumer.  It has benefits in terms of sales interactions, it has benefits in terms of service interactions.  It has benefits in terms of how credit is managed with the consumer.  It has benefits in terms of compliance, and then also in terms of marketing messages.

So that having a central view of the consumer allows the organization to be very focused and to say the right thing to the consumer, whether it's related to a credit line, whether it's related to a next product for sale or whether it's related to the ability to provide a particular level of service.  Having that 360‑degree view is very critical.

And one of the things that we anticipate throughout 2009 is that there will be a real strong emphasis on relevancy across the customer management lifecycle.  In this case, I've broken it into four major phases: customer acquisition, the accounting opening and onboarding process, relationship management and then customer retention.  So those are the four major phases of the customer management lifecycle.

And the challenge for institutions will be to be as focused as possible and to be as relevant as possible no matter where the individual consumer is in this lifecycle.

So to be a little more specific, I've highlighted in this chart, in this particular [INAUDIBLE].  To stay with this on boarding period, just to give you a better sense of some of the issues that are involved here, the top part of this chart is meant to show very clearly that when onboarding communications or triggered communications take place, they typically are done according to a schedule that can be very, very simplistic.

So basically, what happens is that every 30 days the bank dumps a piece of mail in the mailbox of a new consumer, a new customer.  The challenge with that type of a structure is that every 30 days an offer or a group of offers will be mailed out to the consumer, the new customer...

But it doesn't take into account that something maybe, there may be a missed opportunity on day 45 or there may be a missed opportunity on day 75 that because it's not part of the master schedule, the communication isn't delivered at the appropriate time.  That's a very simplistic way of doing account onboarding.

The bottom part of the chart, however, is a little bit more sophisticated and much more relevant because what you have here in the bottom part of the chart a scenario where there are three separate new customers, three separate consumers.  And rather than giving them all a piece of mail every 30 days, what the institution has done is to try to develop a stream of communications that are appropriate for that customer and taking place in a format that's appropriate for that customer.

So in this case, what you're seeing is in some cases phone calls, in some cases you're seeing e‑mail and in some cases you're seeing direct mail.  The idea is that the institution should be able to create a stream of communications that's very personalized and paced directly for each of the new customers that it has.

The final thing about relevancy that I want to touch on is this idea of customer retention, because customer retention, it's another phase in the customer management lifecycle and it's very important to have relevant messaging during this phase of the customer lifecycle as well.

During the customer retention phase, we're looking at problem resolution challenges and we're also looking at retention challenges.  So some of the things to call out here.  There needs to be the ability to capture customer feedback during interactions.  So if the customer provides feedback in terms of how a service interaction has been handled or they provide feedback in terms of why they do not want to purchase a particular product or service, that information needs to be captured.

If in fact the interaction has to do with a service challenge, the organization needs to be able to capture those service issues and do a root cause analysis so that they can understand what's really going on.  Is there perhaps a process that's broken that needs to be addressed?

The third item, develop retention offers for valued customers.  Not every customer will need the same retention offer, and it's up to the institution to have a full enough understanding of each particular customer so that it has a very personalized retention offer for that customer.

And the final thing to point out here is the need to coordinate collections and recovery activities across the FSI.  When organizations are moving towards a collection status and they're working through a recovery with consumers, there are different ways of treating customers and there are different...depending on the severity of the situation, there are different ways of handling the situation.

So organizations, lenders, need to be very focused on understanding exactly what's going on within that customer's relationship and pursuing strategies for recovery that are going to be most appropriate for that customer.

I'm going to change gears again at this point and talk a little bit about doing more with less, and then also the idea of having a faster time to market and a rapid response time.  What we're looking at in this particular chart is the goal I think that most institutions are going to have in 2009.

And that is, getting to the far righthand side of the chart, sustained financial performance.  To get to that state, however, there are a lot of different things that need to be put together.  Organizations need to think about how they can coordinate different parts of their organization.

If we start on the lefthand side of the chart, in the middle you can see corporate strategy.  That is the place from whence all strategies flow.  Organizations needs to be able to work tactically based on what's coming out of their corporate strategy.

But if you move from corporate strategy to the right, you can see that critical business issues and business rules is really one of the next steps of coordination.  To the right of that is the ability to do real‑time monitoring, to understand what's actually going on inside the organization at any time in real time.

And then to the right is organizational alignment ‑‑ the idea that the institution has put together work groups that are going to be able to work most effectively in executing the corporate strategy.

But above and below that process flow, you see two circles.  And on the top one, it's looking at people, it's looking at enterprise data and it's looking at analytics.  And institutions are going to need to pull all of those pieces together along with those that are on the bottom part of the chart, processes and technology.  There needs to be a very strong integration around the people, the data, the analytics, the processes and the technology all in support of the corporate strategy.

And when all of those are in fact linked together appropriately and are working together, that's how the organization is going to get to financial performance, sustained financial performance in 2009.

One of the ways of doing that, of moving in that direction, is to take a look at Business Rules management Systems.  They can be a very effective method of becoming far more efficient within an organization, the ability to do more with less.

If you start on the lefthand side of the chart, at the bottom you can see that the theme that's been carried through is the idea of using people to help with controls in terms of business rules.  From there, there's the process end of it.  And as you move up the pyramid, you eventually get to the technology.  And as each of these layers in the pyramid is attained, the organization is going to be far more effective in its overall goals.

And if you look at the righthand side of the chart, you can see that as organizations move up that pyramid, they do a couple of things.  They reduce risk because they've gone from having people in charge of the processes to technology, they've automated.  And that's a very key aspect of operational efficiency.

But you can also see that they've lowered the cost significantly when they've moved away from people to using technology to control their processes.  So the organization needs to think about how Business Rules Management Systems can be used in conjunction with their existing infrastructure to be more effective in 2009.

This next chart is very busy, and it's mean to, again, talk about a layered approach to IT infrastructure.  And in this case, if you start at the very bottom layer, you can see that it's labeled integrated technology infrastructure.  And then stacked on top of that in layers are some of the key elements of a sophisticated IT technology infrastructure.

And it's everything from Service‑Oriented Architecture to the ability to have shared transaction data, the ability to do sophisticated customer data integration, advanced analytics.  And then from there, we start looking at things like business process management and business rules management, those two elements of the stack allowing an organization to work very efficiently with consumers.

So that if you think about it in a logical flow, the organization needs to have a common infrastructure, technology infrastructure.  They need to have shared transaction data that can then be compiled and integrated effectively for a 360‑degree view of the consumer.

They then need to use advanced analytics to solve business problems such as, what's the next product I should offer to this customer?  How should I communicate with this customer if I want to retain the customer most effectively?  What's the best way of interacting with a new customer and making sure that my messages are relevant?

So from there, you see the layers that then allow an organization to operationalize those advanced analytics and to put them through a business rules management capability.   When that does take place, it enhances the customer care, it enhances the customer relationship management capabilities, and it also enhances the customer experience management.

The first thing I want to point out is that FSI profits are going to be under pressure in 2009, but the situation is not entirely bleak.  We do anticipate that some institutions will have success in 2009.

Secondly, operational efficiency is going to be very important in 2009.  IT infrastructure, business processes and operations will be very much under the microscope.  Organizations will be asked to do more with less and so we really anticipate organizations will look for ways of enhancing their existing IT infrastructure with tools that allow them to operationalize key elements of their corporate strategy.

The successful institutions will be those that intensify their efforts to reach new markets and adapt their products and services and interaction capabilities accordingly.  They stay relevant and they improve their relevancy no matter what new markets are going into or new type of consumer that they're dealing with.

Institutions will rely on consumer prospect and customer data tremendously in 2009.  They will need to work with the information that they have, and strategic utilization of that data will be key to success.

And finally, the last point I want to make is that the vendors that provide analytics and business intelligence tools to efficiently support growth and performance management will be the most valued partners for institutions.

They are going to be looking for that type of help, that type of assistance: show us how we can do more with less.  That will be one of the main things that vendors will be hearing from institutions in 2009.  And that comes to the end of my presentation.  So with that, I'd like to turn it over to Alessandro.

CAMPIOLI:
The following part of the presentation will focus on utilizing Business Rules Management Systems by companies to become more customer centric and more resilient.  And specifically, within the cross sell/up sell service that companies can offer to customers.

As an agenda, I'm going to cover basically being customer centric, okay, utilizing a BRMS system.  And then to move to how to use this business rule management system in a customer centric solution.  And specifically, as an example, a business case for cross sell/up sell solutions based upon business rules.

To become a customer centric company is not a process that is one step.  It's a long process that requires business decisions, policies, a culture and implementation of the right applications with the right technologies.  It's a customer experience it is not just one interaction but a variety of interactions interfacing with different departments, channels and applications made available by the company to customers.

It is about customer engagement.  It is the customer experience with the company during one or more of these interactions, and it is about how the customer feels if he is treated by the company.

It is also about customer satisfaction, of course.  Is the company really meeting my needs as a customer?  And ultimately, the expected result is really the customer loyalty.  This is the ideal of each company.  And each company would like to have this outcome on each and every customer.

In each previous step, if each previous step is done right, customer loyalty is indeed the expected result.  The ultimate benefits of managing your business rules leads to superior business agility, faster time to market, increased revenue opportunities and improved customer satisfaction.

Implementing business rules is really the easiest and smartest solution that can help you manage these policy changes in their business applications and achieves this benefit in a rule management way.  Right from the policies inception and to provide these policies at the fingertips of the business users.

From a business solution, I want to cover the specifics of cross sell/up sell within the sales process of a company.  What is a cross sell/up sell application?  Cross sell/up sell solutions have been around for a number of years now, and they've been implemented utilizing a variety of old and new technologies from simple database lookup to more sophisticated analytics.

We have customer segmentations and profiling through market [basket] analysis.  And based upon hardcoded logic all the way through techniques like case base reasoning, for example.  These applications generate tailored, more or less, offers for more products and more of the same product to clients of the company.

And agile cross sell/up sell solutions should be able to analyze existing customer data, assess the likelihood the client, customer is interested in such products, determine immediately the eligibility on such products.

And those should become preapproval products, and rank these products based upon the customer preferences as well as internal company factors.  And calculate the distribution of the dollar amount across all the proposed [INAUDIBLE] products.  This is often an aspect not well implemented by many existing solutions, and it is indeed difficult to develop.  And ultimately, the company should be able to capture the feedback from the customer for future opportunities, of course.

So what is really agile?  Agile is being able to be accurate ‑‑ so, to accurately determine the eligibility of products for that specific customer is to be able to calculate the distribution of the dollars for the different products as well.  And always keep in mind the wallet share of the customers.

The solution also has to be easy to change and to adapt to market conditions.  Changes could be deployed within a short deployment cycle.  The solution has to be consistent, so the generations of the offer has to be based upon clear, replicable and traceable policies.  Every company, especially financial institutions, every choice or accommodation they make has to be auditable.

And the solution has to be flexible.  Easy policy management allows business users to have the power of these policies, to have the power of making the changes.  And they are, indeed, the ones with the domain knowledge, and they are the best suited people to make these changes and make these changes live as soon as possible.

So let's just go over these four attributes that constitutes what an agile solution should have ‑‑ accuracy, speed of change, consistency and flexibility ‑‑ in more detail.  A cross sell/up sell solution should be capable of utilizing all available data sources from customer info, to analytical data, from credit decisioning tools, to internal applications and generate an offer that is accurate and the company can commit to it.

Hence, the offers must be prequalified or even qualified if possible.  And the company representative has be able to fulfill this commitment on the spot while within the interaction with the customer.  All their legacy cross sell/up sell solutions that do not address this requirement fully end up actually being counterproductive and indeed negatively impact the customer relationship.

The typical example is the consumer that goes to the bank and is offered basically another product, for example, an overdraft or for example a home equity line, and basically he gets all excited, he goes home and he believes to have been able to get such a product.

And then having the bank calling the day after or two days after, saying, sorry, but after running your credit or after further evaluation of your financials, well, you don't qualify.  This is definitely not good customer relationship practice that companies very often are doing.

From a speed of change and flexibility standpoint, achieving more flexibility means to basically provide the power to the business users, first of all.  And it's a key to a successful solution especially when it is directly impacting the overall customer experience.

In addition to changes driven by strategic and practical initiatives within the company, there are many changes often driven by new regulations, market conditions, natural and social events, something that the company has no control over, yet each company has to react to very, very rapidly.

Traditional legacy applications rely on policies implemented in hard code or even when they indeed provide some flexibility to the business users ‑‑ for example, data‑driven database changes ‑‑ they become very restrictive.  Any meaningful change becomes an IT request which has to follow the standard software development lifecycle.  And this can be a lengthy process and typically is.

A flexible solution gives the power directly to the subject matter experts and provide the ability for quick deployment of changes to production.  Most Business Rules Management Systems allow for hot deployment of rules.  And the time to bring a new policy change live to product is really only limited ‑‑ and I use this term in a loose way ‑‑ but is only limited by the internal rules governance process that the company has implemented.  Of course, the rule governance process is a very needed process, and that will deserve a separate presentation of its own.

We live in a business environment that is faster and faster every day.  [INAUDIBLE] allow business to be this fast and that means that changes happen at the business speed never seen before.  I do not need to remind every one of the current economic situation, quite painful.  That is why companies must leverage technology that allow for speed of change.

So another attribute of agility: consistency.  A consistent cross sell/up sell application implements the best expertise within the company ‑‑ the one gathered from the most experienced and senior sales individuals and subject matter experts.  And this knowledge becomes available to everyone in the sales force at each channel.

And this is also a training tool for the less experienced individuals within the company ‑‑ for example, for the call center operators who typically experience a very high turnover.  And of course, the offers generated by this solution are based upon a solid knowledge but regardless of the personal relationship that, for example, the personal banker at the branch might have with that specific customer, the offers should be provided regardless, regardless of functions or regardless of personal relationship.  And this is very important.

And as a new customer or an existing customer receives a new offer ‑‑ one that works for him or for her ‑‑ then a new relationship has been created or a stronger relationship with the company has been created.

Speaking of wallet share, wallet share is always a very important element for each company, especially for the financial institutions.  The whole aim to get the larger share of your wallet in an agile cross sell/up sell solutions allows to do exactly that.  The results are quite clear actually.

In addition to be able to sell more products to increase revenues, a larger wallet share is implied higher customer attachment and competition blocking.  The other important aspect is the distribution of the dollars across the offer products ‑‑ again, often a very difficult task in most cross sell/up sell applications.

Not taking wallet share into account becomes an opportunity cost for most companies: a customer who will likely go to a competitor that has been able to identify the customer needs in a better way.

What I would like to do now is to go through an actual case, an actual business case of a cross sell/up sell solution implemented at a very large financial institution in North America.  I will not identify the company, it's just a bank, for privacy reasons, but this is one of the top five largest banks in North America with a very large client base and a significant presence around the globe.

The software application that was developed generates prequalified cross sell offers to existing customers of the bank doing interactions at multiple channels.  And it implements all those attributes that make a solution agile.

So let's take a look at the situation at the bank.  The bank is historically very customer focused and has a very conservative credit policy.  And it is amongst the reasons why it's been able to ride the current economic conditions better than most other financial institutions.

There has been a general feeling within the bank that opportunities were missing with the customer base, and as the bank has actually been widening their product offering.  Available were also a variety of data sources that could have been utilized to get a full view of the customer situation, a 360‑degree view of these customers, together with origination and other systems.  And this full view was never actually implemented before at the bank.

The goals, well, of course, drive more revenues, qualify the offers for multiple products at once, calculate the limits and [INAUDIBLE] distributions.  To have real‑time access to all this information and systems within the bank, and to make a foundational technology for future agile applications within the bank.  And of course, being able to make this technology and this service available for multiple channels, being the bank branches, being the call center.

The solution.  Well, the result is that again, it's a very agile solution, it's very agile cross sell/up sell applications.  It's accurate, it's flexible, it's consistent.  It generates offers for financial products, so mortgages, student loans, credit cards, car loans, home equity lines, and so on.

And, looks at the personal situation of each and every customer, their profile, the life stage that they are in, they're young, they're married, they're not married, they have children or there are wealth that come later or they are in their retirement.

We look at, the application looks at the credit worthiness and also the existing relationship with the bank ‑‑ so, how many other products they already have with the bank?  And of course, it is also based upon the internal controls for the bank.  So customer acquisition and retention, competitive blocking, maximizing the revenues and there's no end to wallet share potentials.

This application has been crafted from the ground up, from scratch, and is now connected to multiple systems within their organization, within the bank, and it's been deployed for a number of months.  The initial results are quite impressive.

Increased number of offers to their customers, significantly increased, but more importantly, a significant increase of the effectiveness of such offers, we're talking about from very low digit percentage to 20 to 30 percent based upon the channel.  At the call center level, actually, the numbers are higher because there was very little cross selling before.

There is a higher client satisfaction because the customer feels they're treated better and his personal situation is taken indeed into account.  The sales force of the bank is very excited and very confident, because now they feel that they don't have to be afraid of their own gap in knowledge when proposing products to a customer, but they can rely on the system that can make these decisions for them in a consistent and accurate way.

The approval process is much faster because, again, this product and these offers have already been prequalified.  And the business users and the subject matter experts of the bank are actually managing all the rules of this application independently.  IT is simply playing a supporting role, no more than that.  And ultimately, this is creating a much better customer relationship, which is really one of the main goals that the bank had at the beginning.

Well, I would like to sort of summarize the presentation and hit the three main areas that I've presented.  First of all, again, from being customer centric and to the ultimate customer loyalty goal that each company has.  Being customer centric is not just one decision, one simple decision or one tool or one application implemented, it is actually process that the company has to go through.

It's a cultural change for some companies, maybe it's just an evolution in some of the companies.  But again, it's not just an application, and the focus of the presentation was to present one step, one service to achieve customer centric, to be a customer centric company.

A Business Rules Management System provides the agility to increase, to improve this relationship with customers and to become a customer centric company.  Business rules provide accuracy, speed of change, flexibility and consistency ‑‑ what makes, again, the solution agile.

In the specific business case that I presented, this bank has achieved great results, has accelerated the return on investment on an application and has improved the intangible: the customer relationship, basically.  You know, qualified offers, increased acceptance, client satisfaction, and their internal resources are actually happier.  Now, I would like to pass the presentation back to our moderator, Julie Jordan.

JORDAN:
Thank you, Alessandro, and also thank you, Kathleen.  Before moving to questions and answers in this presentation, I would like to remind you that you can get more information on agile CRM systems by visiting our iConference exhibit booth.

And at those booths, you can also chat with our experts who are online ready to take your questions and answers.  You can download lots of extra material, and you can also find a link to download a trial version of our Business Rules Management System for six months free.

All right, at this point, we'll take a minute now to review your questions, and then we'll return momentarily.  So please stay with us during the short silence.  Thank you very much.

Hello again and welcome back.  Before we start, please remember that you can continue to send your questions throughout the Q&A segment and I'll remind our panelists that I'll be offering the questions to a specific person or in some cases, I'll offer the question to any panelist to answer.  And also, panelists, please feel free to add on to another answer.

[AUDIO LAPSE]

KHIRALLAH:
There's no question that the point of sale is a real area of impact for institutions going into 2009.  And thinking about BRM projects and business rules capabilities, the ability to make offers that are going to be appropriate at the right time to the right customer at the point of sale is absolutely critical.

So I would say that in looking at 2009, I would expect to see more institutions wanting to find out about how business rules can be used at the point of sale.  And in terms of the ROI, clearly, if you're generating revenue at the point of sale as a result of the CRM activities, the ROI is probably going to be very positive.

JORDAN:
Okay, thank you, Kathleen, and actually the next question is intended for you as well.  Within the 360‑degree view of a customer, is there an aspect, sales, service, marketing, credit management, compliance that will require more attention in this current environment?

KHIRALLAH:
Another good question.  Let's see.  I guess I would say that credit management is definitely going to be top of mind with a lot of institutions.  Right now, we're hearing quite a bit that institutions are tightening up their credit management policies.  So, I know credit management is really top of mind, there's no question about that.

However, the aspect of the 360‑degree customer view that is actionable and which has a revenue benefit and thus again ties into that ROI is the sales and marketing piece of it.  So I would hate to say that one is more important than the other.  I think that at different times in response to different stresses in the environment, different aspects are more important.

So right now, I would say credit management is very top of mind with financial institutions, but going into 2009, revenue generation is going to be key.  So I would really expect that sales and marketing, the ability to create revenue, the ability to provide service in a way that's going to help retain existing customers, I think those are probably going to be the most important.

JORDAN:
All right, thank you, Kathleen.  We have another question, and it is where can I download the trial version of ILOG's BRMS system?  And I'll answer that as the moderator.

We have that link loaded into the online exhibit booth at the iConference today.  And you can also find the download link at ilog.com.  Just go to the BRMS product page and follow the links from there.

All right, the next question and this one is for Allie.  How is the cross sell/up sell example that was presented replicable for other companies?

CAMPIOLI:
Well, so, I guess so the answer, there are multiple dimensions here.  You know, purely from a technical standpoint, of course, the framework and the flow, the rules flow, are clear and replicable.  But from a business standpoint, I mean, the example provided was a financial institution and within that domain, specifically, of course, there are general heuristics that can be easily replicated.

At the same token, as we all know, each bank or each financial institution has their own policies, strategies and technical and tactical decisions that they make which require basically a different type of rules and recommendations from a product standpoint.  And they probably have a different, slightly different set of products, as well, depending upon how large the institution is.

Going into another different domains, of course, I mean, that requires work related to the business that company does and what the right products are and what the recommendations would be.

JORDAN:
All right, thank you, Allie.  As a reminder, please feel free to keep sending your questions in, just click the Ask a Question button at the top of the console there.  The next question ‑‑ and this one is for Bruno or Kathleen ‑‑ in the past months, have you noticed any shift in how business rules are used to improve customer relationship management?

BRUNO:
All right, so I'll start the answer and I'm sure Kathleen will wrap it up.  For most end point, I mean, what we have seen and actually ties back to the first question is really a shift of the embracing business rules, very close to the point of sale.  So business rules are really used a lot, and used to be a lot in offline type of marketing operation, in segmentation, in profiling, recommendation, that used to be kind of in an offline manner.

And today, we are really seeing a shift to bringing that to real‑time operations ‑‑ real‑time operations very close or directly hooked at the point of sale.  So there's really a shift from I would say mid to back office all the way through the point of sale.

Now, in the nature of the project and types of projects, we are seeing, again, a number of decisions which can be qualified as more complex.  I mean, we are seeing credit decisioning, profiling decision, segmentation decisions, know your customer type of decision really being brought in, again, very close to the point of sale, if not, directly embedded into the Web site with dynamic questionnaire and things of that nature.

So it's not only the shift to the point of sale, but it is also bringing in the decision that may before be sitting in the mid to back office very close to that point of sale operation.

JORDAN:
Thank you, Bruno.  Go ahead, Kathleen.

KHIRALLAH:
I was going to say the thing that I would add to that is not so much the trend I have to agree with Bruno on, but I think what's interesting is why that's happening.

And why that's happening, why that shift to the point of sale, why that shift to real time has a lot to do with confidence in not only the solutions themselves but also the sense I think on the part of bankers, that this is really something that when it's operationized, it really allows an organization to make very good decisions, very quickly.

And so there's confidence not just in the solution, but I think that there's also a confidence in the strategy that says, we really need to be able to push this to the front line and we need to get us close to the customer as possible, if in fact, we're going to improve the use of business rules within our CRM environment.  So, to me, it just says a lot about confidence.

JORDAN:
Okay, thank you.  I am going to pose the next question to you, Allie.  What are the main challenges to prepare for if an organization wants to implement an effective cross sell application?

CAMPIOLI:
That's a good question.  So typically, I mean at least from our experience, I mean, companies who want to take the development of a cross sell/up sell application are medium or large companies who have a large set or a significant discrete set of products.  And by virtue of doing that, they typically tend to organize these products in different departments or groups within the company.

So the main challenge really becomes to bring together the representatives from these different departments or groups within the company and get them to, in a way, to talk to each other.  The other key here is to have within the company a quality coordinator, if you will, who is able to basically make decisions, who are above all these different departments and who can be the tiebreaker, who can be the person who can basically bring to a compromise if there are different opinions from these different groups.

Of course, needless to say, each group would like to sell their own products more than the other.  I mean, I think that's a natural thing.  But again, this person needs to be a strong person and a person who can actually make those compromising decisions.  This is really key.  I mean, this is key for the success of the application and the success of the project, per se.

JORDAN:
All right, thank you, Alessandro.  This next question I think is right for you as well.  BRMS is new to my company.  What it the type and mix of skill sets we should plan on for a business rules project that focuses on CRM?

CAMPIOLI:
I think this question, actually, I don't think there's anything that really specific to CRM.  I think the question is really related to BRMS for the most part.  And what I mean by that is the business rules that evolve from a typical BRE ‑‑ the so‑called Business Rule Engine ‑‑ in the past it was really a purely technical exercise in the hands of somewhat special developers and has evolved to a true BRMS which is the management system has the ability for business users to actually manage those rules.

And from the skill set standpoint, again, there are, you know, we always recommend there are two specific tracks.  There's the technical track which is fairly standard, if you will.  And the business track is really been the differentiator.  Business users, of course, they have analytical mind, their mindset is definitely a big plus.

I mean, they have to be able to understand rules that have been somewhat used all along in spreadsheet or just common knowledge, tribal knowledge if you will.  And translate those rules into something that can modeled that can represented within the Business Rules Management System.  And this is a key skill set if the organization wants to give the power of rule management to the business users.

JORDAN:
All right.  Thank you, Allie.  I would also like to mention for that question that we have an article from May at a link, ilog.com/aboutbusinessrules, that explains more about the skill sets needed for BRMS applications in general.

And now, this next question I'll pose to you, Bruno.  Can you talk about examples of business rules in CRM, specifically in the case of mergers or consolidation?

BRUNO:
All right, so I can think about a couple of examples and a couple of different strategies, but in essence, most of projects were related to deploying business rules very close the point of sale, again, I'm kind of coming back to the subject here.  And in both scenarios, the existence of the business rule platform really supported a very quick migration of products and best practices from one company to another.

And the second point was on the really customer relationship management side of things, really making sure that the best practices were being enforced rightfully upon the transfer from one company to another, making sure to accommodate that blend.

Now, the two examples are as follows.  I mean, one of them is really related to a large retail bank in the Americas.  They had a Web front end to a number of their retail products from checking to savings to some of the consumer credit types of products.

And their strategy was that they had BRMS on their Web site to enable account opening, recommendation up sell and cross sell.  And the strategy, they merged with a new company, adding new branches and new product, was to keep the same Web front end and using the BRMS technology to quickly fold under the existing infrastructure new types of products.

So in a sense, the acquiring company Web front end was pretty much left out and was transitioned to the acquirer Web front end, and the BRMS helped in the sense that they provided infrastructure to add new products quickly underneath the same umbrella.

We have seen another example more in the realm of consumer lending and mortgage lending where the company had acquired a number of other companies that would open up new channels, wholesale and call center as well.  And in that specific example the various point of sale front ends were kept intact, but the business logic in the back scene was reused.

So unlike the first example, the company didn't decide to remove the existing point of sale infrastructure, but try to keep it and enhance it with the same decision service to provide again the marketing campaign and audit.

JORDAN:
All right, thank you, Bruno.  Next question and again, another reminder, we have two or three more questions in this queue, and if you want to get your questions in for this session, please send them shortly.

Our next question is, CRM projects have a reputation for being over time and over budget.  What's been your experience in this area?  And I'll pose this one to Alessandro.

CAMPIOLI:
Well, so this goes down to a couple of things.  So first of all, methodology, methodology, methodology, right?  I mean, from an implementation standpoint, clearly it is key to have the right implementation methodology.

I mean, the industry in general, I mean, aside from BRMS, the industry in general, of course, has moved away from a waterfall approach in the last 10, 15 years and has moved towards a more iterative and agile approach.  For BRMS, this is even more important.

By nature, BRMS applications are highly conditional, you know, lots and lots of rules, so lots of policies to be implemented.  And to have an iterative approach that basically builds small portion of the application and validates those small portions in an iterative way, so that the next iteration basically builds upon the previous one.

And within the cycle, keeps the business users engaged along the way during this validation exercise, is really key to success, it's key to keep the project within the expected timeline, within the expected budget.  So this is, I would say, the methodology are the most important thing.

JORDAN:
All right, thank you, Allie.  And as a note to our audience, our next session in this iConference is specifically about tips and techniques and methodologies for faster business rules deployment.  So you may want to attend that session as well.

This brings us to our last question.  And this I will open to Bruno or Allie.  We have already put a CRM system in place.  What should be our integration strategy for a BRMS?

BRUNO:
Well, I would say quickly to both sort of technical and business [perspective].  So from a technology standpoint, I mean, we have seen a lot of customer using an extension strategy.  So, adding a BRMS on top of an existing CRM is a pretty common exercise.

And today with the standardization of the technology and SOA ‑‑ Service‑Oriented Architecture ‑‑ [precepts] that really makes it much easier than before.  And the number of CRM vendors, whether it's marketing automation, whether it's contact management, whether it's response management, call center, have really opened up their platform to standards, so the connection can be made much, much easier.

Now, on the business front, I mean, there's obviously a large amount and large variety of applications that could benefit from business rules, from even base marketing to cross sell/up sell, to new account opening, fraud detection, recommendation, personalization.  So there's really a large variety of applications there.

My recommendation would be to really locate where it hurts the most, where one can get the best lift without boiling the ocean, really looking at an existing type of operation that is done and really making it more efficient.

And typically for, I mean, the rule of thumb for identifying a good application for business rule are, does the business logic need to be in the hands of business users?  Does the business logic change frequently?  Does the business logic need to be audited?  So if I want to leave that to the audience, kind of three rules of thumb to qualify whether an application is good and a good fit for CRM, for BRMS in the context of CRM.

CAMPIOLI:
One thing to add.  I would like to add to what Bruno is saying is as companies basically undertake the [INAUDIBLE] within their organization from a technical business standpoint, we have a number of customers who start from one application and then they see that they can get more.  I mean, they end up building two, three, four, five applications and so on doing different things, some have been different departments and so on.

There is a need for this larger organization to have what we call a rule governance process that basically allows them to add the full cycle over the management of the rules from the beginning, from where their rules are created or harvested to the point of deployment.

So within the renovation, there has to be this process where rules are considered true assets of the company and they are handled in many ways in the BRMS system.  And so there has to be a total awareness and control over this process.

JORDAN:
All right, thank you, Allie.  And thank you Kathleen and Bruno as well.  That brings us to the end of this conference session.  If you have any other questions, later today or in the days ahead, you can visit our online exhibit booth today where we have staff standing by, or you can send your questions to questions@ilog.com.  Or you can call 800‑FOR‑ILOG.  That's 800‑F‑0‑R‑ILOG.

Our last conference session, Agility Accelerators, Techniques from the Battlefield, will be starting at 2:00 p.m. Pacific and 5:00 Eastern Time.  And again, this session will cover some of these agile deployment methodologies mentioned earlier.  Once again, thank you very much for attending with us, and we hope you have a great day.  Good‑bye.

[END OF SESSION]
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