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ver the nex years the world’s population is
forecast to grow by almost 20%, primarily in
emerging market regions

1950 | 1975 200 2055 | 2050 |

World @ ¢ 1h
. .dbn LA0N
Population Pt 4
A A A A

+64m +80m +76m +48m

perannum perannum per annum perannum
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2007 g 2020
4.0Bn HUEEL 4.6Bn

North America
2007 2020
— — RV —
339M 342M

Europe

2007 2020
gy <

L America & Carib l' ; T Oceania

2007 B 2020 2007 B 2020 2007 2020
572M 660M | 965M 1.3Bn

34M 40M

|yl 18% 2rrvwe
World,” 04/15/08, BBC
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expected future industry changes o

Dimensions of

Change Drivers Change

The market will continue tc
Market change from the familiar to
the largely unfamiliar

Clients will continue to be
Channel challenged by changes within
choice of distribution channel|

A

—

=)

Urbanization Volatile Energy Model

Where value is created and
destroyed within business
models will continue to

Cosmopﬁifan Elite Change W
Growing Middle Class

GiENHaehEldls As a result, client business | | %

process capabilities will

. N N continue to be challenge
Climate Change New Consumers Water = New Oil 9
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Consumers Demands

The ‘Omni Consumer’ ... a.k.a. the ‘Information Omnivore’

Product &
Packaging

Manufacturer

=—==7=SuUMmer survey

> 57% more knowledgeable about
contents

> 39% more knowledgeable about
source

> 70% want more information about both
source and contents of food

> 39% of U.S. and UK consumers don’t
trust CP companies to have their best
in mind during a recall

Retailer Suppliers or descriptions

Sources: IBM Institute for Business Value analysis L




growth, already more than 50% of the world’s SPRIO10
population lives in an urban area

Urbanization Trends

100% |

795% -

50% B

25% -

1950 1960 1970 1980 1990 2000 2010F 2020F

In 2008, for the 15t time in human history, the world’s urban population > rural population "
Population growth and urbanization creating ‘city states’ rivaling some countries in size
By 2020 16 cities will have populations greater than 20 million - many in emerging markets v
Mumbai, Delhi, Dhaka, Kolkata and Karachi will be among the top 10 cities in 2025

Source: IBM Institute for Business Value analysis, UN World Population Prospects: The 2007 Revision Population Database; “Wealth Gap Creating a Social Time Bomb,”
10/23/08, Guardian newspaper UK; “Burgeoning bourgeoisie.” The Economist, February 14, 2009
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reduce the viability of concentrating on the IB Summit2010
familiar facets of the diamond

Previously identified mega-
/ trends

“‘Omni Consumers” demanding more
@ value . |[information, functionality and value
gment : from products
b “Omni Consumers” distrustful of
@ e come brands and companies, and
ded : .
increasingly less brand loyal

. ||Continued high levels of consumer
. ||and trade investment embedded in

Evolving & Emerging Elements

system

@ ‘ers _ . ||Retailers demanding ever higher
oundaries . ||levels of service, collaboration and

product customization

shapes into .
@ ‘ue npetworks> Aggressive pricing and sophisticated "

marketing of private label offerings ¢

-~

Rt io-isibobk® capturing share and loyalty 4

Source: IBM Institute for Business Value analysis
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Each consumer will be a market of one
Consumer “mobility” will accelerate

Consumers will exert more control
Greater demands for sustainability and transparency

New opportunities for ongoing consumer dialogs
Consumers leverage relationship management tools

Interactions with the poor influence the wealthy
Upscale brand building creates aspirations for poor




networks to connect with and segment

consumers, create buzz and generate insights

a natural dish liquid.

Indeed while a growing number of CP
companies are “experimenting” with
social networks to generate buzz...

This is an'example of
the embed widget

Add this Widget to your
Facebook/Myspace Pages

+

‘myspaceo

a place for friends

Create Your Own Widget or Splat a Frien

Software &
Summit2010

IB

While many CP companies enable sharing
product recommendations with friends...

... In many cases these tools are email
driven, ignoring the potential of today’s
online networks and applications...

... and reflecting a lack of understanding
about how today’s consumer interacts

... most efforts are in early
stages and have delivered
limited benefits

é *I,E Favorites E".:'J‘ Digg ) \

.. Delicio.us |§| Google —

W MySpace Facebook

%37 Reddit B3 newsvine w |
(& Live > More.. e

Source: IBM Institute for Business Value analysis, www.Heinz.com, www.greenworkscleaners.com, http://www.wd40.com/, www.facebook.com



http://www.heinz.com/
http://www.greenworkscleaners.com/
http://www.wd40.com/
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formidable competitors as they focus on IBM =giarse
growing their private label portfolio

- Key retailers will continue to Private Label Share of Market, by Value in %
consolidate and expand in Switzerland 2
emerging markets UK 8 n

« Modern retail will continue to Belgium Y

) I 29
make in-roads at the expense Garmany - 32
i, i,
of traditional trade T EE— e
. . France

* Retailers will focus on oo, — 3

increasing their understanding Canade I 20 2

dnada 26
of shopper and consumer Australio N 19

: . 24
behaviors and shaping offers worLp.avepace NN 12
and communication to win their usa 15 — _
20
trust e U.S. penetration
i . . ey I 10 B much hlgher at some
* Private label will continue as a Italy 11 key retailers (e
key growth strategy for India S—C Y 9
y g dyror South Africa I ¢ Kroger @ 35%)
boosting revenues, gaining e 1 l
control over cost-of-goods and - 2007e v
pressuring manufacturers
I 2o 4

v

Source: IBM Institute for Business Value analysis, “Private Label Trends Worldwide”, Planet Retail, September 2008, partly based on AC Nielsen

f,’,:o
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develop new channels to reach consumers Summit2010
directly

Hindustan Unilever (HUL) has invested in new ways of engaging with consumers

Rural India: Project Shakti
» Created a direct-to-consumer retail operation via a network of

entrepreneurs selling its products door-to-door ~—
» Produces a range of affordable products to meet the needs and '
pockets of low-income consumers Shaki SHAkti

» Touches 75 million people in 60,000 villages across 12 states e

 Allows underprivileged rural women to start generating annual
sustainable income of US$150

Urban India: Hindustan Unilever Network
» Hindustan Lever direct selling initiative

» Already reaches more than 1,400 towns via over 300,000
consultants

Hll"d||5l an |J|"||1" fiEF

IH“H\E\:‘JI |n

a Pargasr in Je

“Everyday I will sell. Everyday I will earn.
8 Money. And Respect.” &

Source: IBM Institute for Business Value analysis, www.thinkchangelndia.com




connect directly with consumers and realize IB S‘s’ﬂ#ﬁﬁﬂ?%
financial and insight-related benefits

l)&G P&G continues to experiment with a variety of direct to consumer
models.

theEssentials sells a wide range of P&G produ P&G is also experimenting with:

] ‘F‘ -
theEssentials.com e Three Tide branded dry
B raun J) PROFESSIONALCARE 5900 " WRELESS, :
=z UMPH{ = ~.& SRy CLEANERs ClE@nNINg stores in Kansas
Dowry " e Mr. Clean branded car

Duracell
POR

Febreze i
© " Water Filtration

washes - bought 14 unit
franchise in Atlanta

)
Fibersure e

Fixodent

. AN :
Slecs ) N brandSAVER

e . T brandSaver Live! “popup” stores where
Old Spice = visitors can get a Pantene hair wash, an

i _—
ral- . V‘V;'f‘i £ 2 :} = .
onsa ‘ﬂ.“ L@l " r- F ol Olay and CoverGirl makeover and browse
Prilosec OTC L - kitchen and laundry sample areas

Braun Braun Oral-B Braun
PR Coffeemaker Carafes Hand Blenders & Parts  Power Brush Heads Electric Shaver Parts

"
* Discount prices on P&G

products are not the driver

* Pdr water filter on P&G site for
$41.99 was $34.99 on Amazon

P&G has announced it will continu
to experiment with various direct to| |¥
consumer channels seeking

consumer and retailing insights

Source: IBM Institute for Business Value analysis, Brandweek “P&G Opens Coupon Store on Black Friday” 11/26/08, WSJ “Mr. Clean Takes Car-Wash Gig” 02/05/09
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offerings in this area balancing benefits IB Summit2010

gained with increased tension with retailers ‘ | ‘ |

m? ~the ability to design custom versions recently expanded to
of the iconic M&Ms product MyDove.com

IDINT LML 'g'
Dove
Personalize Your Wedding with MY M&M’S® ) ) p—
e ™ * Product sells at a major premium

My M&Ms website offers consumers '> Personalization concept

generating incremental revenue

— - Orders delivers insights into
N ’ Creale
[ consumer product and package o e
4 .
—= preferences, and use occasions.
Stan?usonalizing‘louxM&M‘S"!‘bwl@

T’D The babycenter website offers information and
boby communities of interest addressing pregnancy, fertility
and nutrition issues

Calendars & More

Favorites

Baby Names » . . —_— .

cennswers  »* Website receives ~2 million hits a month ® Shop
newsssiogs  » * Sold products for ~10 years, when in January 2009 J&J | {h
Shosels Mese G shut the online store to focus on “content and media” shop QIS

* Online sales now channeled through diapers.com

Deals, Deals, Deals!

Source: IBM Institute for Business Value analysis, www.mymms.com, www.babycenter.com, InternetRetailer, “BabyCenter.com shuts down e-commerce store” January,7,

2(170
&4



http://www.babycenter.com/?intcmp=Nav_Global_Logo
http://www.mymms.com/
http://www.babycenter.com/

Lack of Traceability

Industry Problem? Consumer Problem? Government Problem?
)

T=sumer survey

> 42% of consumers buy different
brands today vs. 2 years ago...
because of safety concerns

> 47% more concerned today about TR
food safety than 2 years ago nacks  Dogtreats  Tomatoes»Jalapefios
_Jalmonella Melamine Salmonella

o = ok o5&

Rice Lettuce Chocolate ~ Chicken  chicken  Gr. Beef Toothpaste Cantaloupe Toys Pork
GMO E. Coli Salmonella BirdFlu [ isteria  E. Coli D/ethylene Glycol Salmonella Lead Listeria

G

Spinach Chocolate Onions
E. Coli Nuts E. Coli

.

3

Canned Chili  Gr. Beef Beef Milk

Peanut Butter Baby Food Pet Food
almonella Botulism Melamine? Botulism

Se)¢

Chicken
E. Coli E. Coli MelamineBird Flu  Salmone

IBM Sgftwaress:

Peanut Butter
Salmonell



http://img.alibaba.com/photo/51120934/Peanut_Butter.jpg
http://www.umassvegetable.org/images/soils_crops_pest_mgt/crop/lettuce3.jpg
http://www.worldcommunitycookbook.org/season/guide/photos/spinach.jpg
http://www.albertos.ca/fing.jpg
http://www1.istockphoto.com/file_thumbview_approve/327899/2/istockphoto_327899_roast_chicken.jpg
http://img.alibaba.com/photo/51120934/Peanut_Butter.jpg
http://www1.istockphoto.com/file_thumbview_approve/327899/2/istockphoto_327899_roast_chicken.jpg
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application of technology enable the il
execution of business models

F’t‘iG Uses partnerships and other ventures to redefine the
business model and leverage ideas globally, boosting
profits by ~70%

Online techniques reduced Rolled out global Outsourced bar Partners include Outsourced CRM
new product concept testing e-procurement soap and Vick’s Schneider and technologies, contact support
from weeks to days system for MRO brand mfg. Exel Logistics and global fulfilment services

f f f

Partnered with Clorox on
food-wrap technology to
get it to market faster Product

Licensing packaging Development
technologies and
ingredients to ConAgra

Industry leader in
KL G Consumer  Customer trade customer

Distribution VI Gl I Y e == collaboration and
lntegratlon

Procurement ,Manufacturin

“Connect & Develop Program” . = Differentiators Divest low margin, Actively exploring direct to
generates new product ideas _ . . slow growth products consumer alternative sales
outside of the company = Non-differentiators (i.e., Folgers) and distribution channels
»
¥

Sources: IBM Institute for Business Value analysis, www.yahoo.com, company profile; wikipedia.org, Sykes Enterprises press release, 06/30/03; Business Week, 07/07/03; Oster Dow Jones|Sele t<>
06/17/03; PR Newswire, 06/17/03; Fast Company, 09/03; http://www.ecom-ohio.org, 07/02; Company web sites. Harvard Business Review, McKinsey Quarterly, 2004 Annual Report



http://www.yahoo.com/
http://www.ecom-ohio.org/
http://www.ecom-ohio.org/
http://www.ecom-ohio.org/

communicating online - connecting and sharing Summit2010

opinions of products and brands

&9 wikia
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- yw .l 1’3)5\1.-':e'Asharc
@* flickr lostfm
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There are more structured sites were
consumers can register complaints

1B

Software &
Summit2010

& Y
wwww.LibredeDeudas.com Credito
Ceonsclide y Reduzea Sus pegos. Recite Agul Su Controlar sus finanzas y consclidsr sus deudss.
N Analisis Gratuits! Llamenos 888-829-9559
Anuncios Google
| Publica tu Queja | | Directorio de Quejas | | Paises | | Chat de Apestan | | Anadenos a Favoritos ‘ | Recomiéndanos

[ 4 |Busqueda General

L Quejas Destacadas

| Uitimas Quejas

DGDDQIE@ Apestan.com

(| Biisqueda Especifica |

Blzqueda de Emprezas

|Eligs una Categoria [ll
|Eligstu Faiz [il

;Kellogg's viviendo para nutrirte o

Jalisco, MEXICO)
Zapopan, NEXICO, 20/04/2010

ra educarte? (fotos) (Fapopan

Cajeros de HSBC suc. Claveria complices de asaltantes (Ciudad de México,

Distrito Federal. MEXICO]
Ciudad de México, MEXICO, 21/04/2010

w4 Nuevas quejas apestosas

B guejas de HOY

B ouejas de esta semana

B Queias en otro periodo

B Todas las Quejas

 Consejos

B Consejo importante de

£, Registro de Usuarios

Caszas ARA Citara, son un fraude (Huehuetoca, Estado de Mexico, MEXICO)

sequridad, de vida

Huehuetoca, MEXICO, 28/04/2010

Siprel no puede acreditar el dinero que |e depositan (\Villa del Carban,

Estado de Meéxico, MEXICO)

Ezcribe tu Legin

Villa del Carbén, MEXICO, 28/04/2010

TELCEL Cobro de Linea (Apodaca, Nuevo Leon, MEXICO)

Apodaca, MEXICO, 28/04/2010

En la Salsa Valentina salio una cucaracha {Guadalajara, Jalisco, MEXICO)

Guadalajara, MEXICO, 28/04/2010

Universidad Latinoamericana Campus Florida, Universidad Patito (Ciudad

de México, Distrito Federal, MEXICO)

TELCEL {T12)
Telmex (464)
Bancomer (404]
HSBC (351)
Mercado Libre (293)

Ciudad de México, MEXICO, 28/04/2010

B Archivo de Consejos

B B (=]
D sWARE WU
£ P II. .I I

Los Casos
+ Populares

Los Casos

+Reenviados

Grupo Panda. plagio de canciones

Best Buy Yuma apesta y rateros!

Ciudad de México. Distrito Federal

MEXICO
Ciudad de Méxice, MEXICO, 15/11/2005

Yuma, Arizona, ESTADOS UNIDO S
DE AMERICA)

Wuma, ESTADOS UNIDOS DE AMERICA,

Anuncios Google

Consolidacion de
Deudas

www LibredeDeudas.com
Consolide v Reduzca Sus
pagos. Reciba Aqui Su
Analisis Gratuitol

Tarjetas De Credito
www CESIDebtSolutionz.org

Controlar sus finanzas y
consolidar sus deudas.

llamanne BER RGO 055G

¥




The Data Timeline IBM Sivarssh:
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marketplace...

The future consumer marketplace is increasingly characterized by
bifurcation between mass and targeted propositions

Historical Curve

Emerging Curve

VESS Competitive Spectrum Targeted

Industry

Consumers are seeking to maximize ) Consumers are seeking to maximize
their buying power for basic goods ~ COMPEULOrs MUSt  «personal value” when purchasing goods

with low emotional investment. have highly with high emotional importance.
focused, relevant ¥
Mega-players are rapidly capturing value Differentiated specialists are building|

dominant market share by profitable, high-growth niches by L 77
delivering “good enough” value at : delivering unique, relevant value t

very low prices. grow in a world of targeted groups of consumers.
extremes. 7

propositions to
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Low-margin, High-volume Brands

= Commodity product

= Consumer will buy alternative if
product is not available

= Value focus
= Predominantly sold via major retalil
= More stable demand

B~ Examples: laundry
T 11 detergent, soap,
l‘L' -J”ﬂ—l toilet paper

High-margin, Premium Brands

= Strong consumer loyalty

= Consumer will shop elsewhere if
product is not available

= Brand/innovation focus
= Sold through all channels
= Highly variable demand

L
Examples: alcoholic and
carbonated beverages

propositions...

As consumer behaviour polarizes, so does the
environment within which the CP innovation process
operates

H
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Insights
Innovation is a key priority for most Yet most new product projects fail to generate
companies significant revenues
New product introductions -] 80% Year-one revenues from
have increased dramatically 006 - only 3% of new brands
40000 1 32 000 60% - introduced in past 5
30000 - ’ 50% 1 years have earned more
o than $50M
20000 | 17,000 22;’ |
° 0
10000 - I 10% 1 % % 2% 1%
0% E— >
0 <$10M $10- $20- $50- $100M+
1991 2002 20M 50M 100M
(US, 1996-2002)

The product innovation process has not delivered products and services that
resonate with customers AND companies are spending money to fix it.

Source: IRl New Product Pacesetters, ProductScan Online, PwC, SAP




"Accelerating the innovation process  ypwr sotwaes

. Summit2010
drives revenues up and costs down

$ Existing revenue

30-50% increase through
accelerated and more
sustained revenue

Time

10-40% less through time
compression and greater
efficiencies

Existing
development
costs




OW v 0 al W IBM Software £
) Summ|t201o

Increasing number of new products




Erlnmpa‘es prog‘emas ae un IBM Software &

Summit2010

area de Desarrollo

 Alineacion con la operacion de la empresa.

« Construir un pipeline inteligente de proyectos.
* Decidir sobre los prototipos disponibles.

« Administrar el proceso

4

* Incrementar el porcentaje de éxito.
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