Agenda

I What is big data?
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Big data definition

V for volume: huge amount of data accessible

V for velocity: huge computational power to leverage the
amount of data

V for variety: large variety of un-structured sources
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Data storage power evolution
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DEIF!
storag

exabyt
es

+ 600

250

200

150

100

1993

2000

2010

McKinsey & Company | 3



Computation capacity power evolution

10" million instructions per second

This computational

6.0 power is
equivalent to
5.0 almost 5 billion
I
40 aptops
3.0
2.0
1.0
0
1986 1993 2000 2010

SOURCE: Hilbert and Lopez, “The world’ s technological capacity to store, communicate, and compute information,” Science, 2011 McKinsey & Company | 4



Big data — Agenda

I Why would a company care?
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Big data can generate significant value across sectors

" gl US health care

" = $300 billion value
per year

= ~0.7 percent annual
productivity growth

Europe public sector
administration
» €250 billion value per
year
* ~(0.5 percent annual
productivity growth

B Global personal

\ location data

= $100 billion+ revenue
for service providers

* Up to $700 billion
value to end users

SOURCE: McKinsey Global Institute analysis

US retail

* 60+% increase in net
margin possible

* 0.5-1.0 percent annual
productivity growth

Manufacturing

* Up to 50 percent
decrease in product
development, assembly
costs

* Up to 7% reduction in
working capital
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But more? ....

* Big data is the new name for
competitive intelligence

* Big data analytics is the new way to
conduct and experiment businesses
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Big brother is watching you

800 million

= Facebook

12 trillion

= Google

19%

Twitter
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...And they do it within your own company

75%
50%

are
engaged by traditional
proprietary software
companies

tweet
during their work
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Nowcasting automotive brand sales with Google data
Monthly sales vs. Google search trends at second week of each month, US

863: Toyota 840: Ford 826: Chevrolet
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SOURCE: Automotive News Data Center; Google McKinsey & Company | 10



Nowcasting DTV subscription with Google data ESTIMATES

Quarterly uptake vs. Google search trends 6 weeks in advance, Europe

2,1+0,21.X
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But more? ....

" Big data is the new name for
competitive intelligence

* Big data analytics is the new way to
conduct and experiment businesses
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Examples of organizations that have successfully used big data analytics

Engines
for growth

Description Examples

» Uses business intelligence, aﬂ'alfé

advanced analytics to identify TESC
customer behavioral insights that
translate into marketing programs,
product offers, and customer
communications

=y
citigroup.
“
"JPMorgan

Helps companies reach customers
cost-effectively by leveraging 3
parties (e.g., Google’ s Ad-Sense
network, Mutual funds networks)

Helps companies to scale research and
development pipelines and test ideas with
consumers, e.g., P&G runs “Temor,” a
consumer research panel with 500,000
mothers and 250,000 youth

Operations excellence driving lowest cost
operations
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The game is on B Developing countrie
Percentage of enterprises agreeing on future capabilities”, 2011 B Developed countries

Decision based on data rather than on opinion and experience
Hierarchy will become flatter

The boundaries between employees, customers will blur

Teams will self-organize

Financial transparency will increase dramatically

Strategic priorities will be set from the bottom-up

Data for decision making will be collected through experiments
Performance will be evaluated by peers rather than by managers
Large companies and/or business units will disaggregate

Data from Internal and voting markets will allocate resources

Employees will play a much greater role in selecting leaders

Employees will have much more discretion in choosing
which tasks to work on

Compensation decisions made by peers rather than by managers

Data will be more strategic,( total of above)

SOURCE: McKinsey Global web 2.0 survey, 2011 McKinsey & Company | 14



Big data — Agenda

on big data?

I How to build competitive advantage based
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Five ways for big data to create transformational value

1 Create transparency

2 Expose variability and enable experimentation

Segment populations to customize
actions

Replace/support human decision-making
with automated algorithms

Innovate new business models,
products, and services
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Hayes Valley

~7illow

Your Edge in Real Estate 7€ For Sale
4 For Rent

. : . £ Make Me Move
* Mines publicly available {> Recently Sold

data on local real estate Price
markets — “zillions of data
points”

* Applies a propriety
statistically driven formula
to compute an estimated
market value

* Refines algorithm by
back-testing historic
“Zestimates” with the
actual transaction prices
of homes that sold
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2. Enable experimentation: Continuous A/B testing at Amazon

Selected examples of how “Add-to-Cart” functionality has evolved over time,
as guided by A/B testing:

BUY FROM AMAZON.COM

Add to Shopping Cart
(you can always remove it later)

@ Shopping with us is
safe. Guaranteed.

Q Add to Shopping Cart

(you can adways ramove T later

(Uze if you're recdeerming a
promotonal certificate or
coupon,)

0( Buy now with 1-Click*

you 0an akeays cancel B laten)

SOURCE:

READY TO BUY?

4\" Add to Shopping Cart I
@  Buynowwith1.Click |

Shi

SUY AND SEL

1 collectible from ¢ \

Sell yours here

Add to Wish List

; Amazon.com

&“’ Add to Shopping Cart '

or

Sign in to turn on 1-Click ordering.

AL A9.com users save 1.57% on
Amazon. Learn how.

330 used & new from $14.00
Available for in-store pickup
now from $29.99

Price may
Enter your ZIP Code:

Lhoose a Store

Have one to sell? { Sell Yours Here

Add to Wish List

Add to Wedding Ragistry

ased on avallability

@ Add to Cart

or
Sign in to turn on 1-Click ordering.
or

\ Add to Cart with
&%9  FREE Two-Day Shipping

Amazon Prime Free Trial

required. Sign up when you
check out. Learn More

Add to Wish List

More Buying Choices
48 used & new from $7.37

Have one to sell? | Sell yours here
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Change in duration of unemployment (months) by labor market instrument

Integration
subsidy
2.5
1.9
0.5
3.0
Job creation
measures
15.1
13.8
11.7
10.6
Bridging
allowance
-3.1
0.5
-9.6
-6.2

SOURCE: Expert interviews

3. Segment populations: identify
highest potential micro-segments

Language
courses

4.8
4.1
0.5

Hz Future

vocational
trainin
1.4
1.3

8.6
6.8

Short-
term training

5.9
4.9
34
2.8

- Market

I Support
customers customers

Activation [ Counseling

customers customers

Bundesagentur

' G‘ fiir Arbeit

* Micro segmented
approach to unemployed
using a amongst other
tools a skill-will matrix

* Targeting of back-to-work
efforts and removing
ineffective programs

* Total cost saving of €10
billion removed during the
3 years of the program
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High expected value of
collection if audited:
send directly to audit
for actions

Medium expected value
of collection if
audited: proceed to
further pre-designed
checks

\

Prediction based on a variety of T

inputs, from valid address to
changes in various ratios

Low expected value
of collection if audited:
release immediately

A

SOURCE: Team analysis McKinsey & Company | 20



- 5. Business model innovation: MasterCard MasterCard Adws
‘\ couples its proprietary data with analytic skills

S

Merchant Processor

MasterCard is finding
ways to monetize
the transactional
data from
cardholders.
Combining data
with analytic
skills, MasterCard
Advisors, a
subsidiary of
MasterCard,
provides various

. information and

Consumer Card issuer analytic services

for merchants

SOURCE: Press; company Web site McKinsey & Company | 21



Typical issues to tackle re big data

= Privacy concerns
= Data security issues
= |ntellectual ownership and liability issues

= Deployment of technologies
= Legacy system or inconsistent data formats
= Ongoing innovation

= Shortage of talent
= Leadership that understands big data
= Aligned workflows and incentives

= Access to “foreign” data
= |ntegrating with own proprietary data

= Sectors lacking competitive forces
= Misalignment of incentives to invest in big data
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