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Strategy is:
The formulation and execution of an integrated set of choices

O Based on customer needs Customer selection

O Identifies the essential positioning, competitive advantages, and
configuration of activities Positioning

O Necessary to create and sustain value superior to the competition

Value Capture
O Required to generate superior financial returns in a dynamic
environment Strategic Control

—>Marketing Strategy
—|T Strategy
—>R&D Strategy

mma Functional Strategy

—>Customer Relationship Management

> Process Strategy —>Supply Chain Management
—>New Product Development

Enterprise Level

Strategy

— > Knowledge Management Strategy
mma Resource Strategy —>Technology Strategy

— Human Resource Strategy

|




A business strategy and business model should be clearly stated in a
structured format

O The primary elements of a strategic statement include:

=
=
=
=

=

Vision — a statement of the desired state of the business, to set a clear direction for the business
Mission — a description of why the business exists
Business goals — high-level business objectives that measure achievement of the desired vision

Critical success factors — the set of things that must go right to achieve the vision, limited to those that
are collectively necessary and sufficient to ensure success

Key tactics — a description of the game plays or major thrusts that are being undertaken to achieve the
vision

O The business model describes choices that have been made for:

=

=

O

Customer selection — choice of customer (and other external value net players) segments involved in the
business model

Value proposition(s) — firm-level value propositions made to those customer and other player segments,
described in terms of satisfying the recipient’s wants or needs

Value capture — value captured by the firm from these segments in return for the value propositions,
expressed as profit (or enhancements to capabilities that will generate future profits)

Competitive differentiation — description of what makes the client different from its direct competitors and
other substitutors

Strategic control — description of a company’s ability to protect its profit stream

Scope of activities performed — description of core capabilities, unique assets, and the firm’s structure,
which is responsible for creating/delivering the value propositions offered by the firm



Un esempio Telecom Italia 2003

VISION

RAFFORZARE LA
POSIZIONE DI
OPERATORE LEADER
DI TELEFONIA FISSA
TRA GLI INCUMBENT
EURQOPEI

MISSION
ATTRAVERSO:

o}

o}

INNOVAZIONE DI
PRODOTTO

ECCELLENZA DEL
CUSTOMER CARE
MASSIMA EFFICIENZA/
EFFICACIA
ORGANIZZAZIONE RAPIDA
E IMPRENDITORIALE

GOALS

MIGLIORARE LE CAPABILITIES DEL
MARKETING

MIGLIORARE L’EFFICACIA DEI
CANALI DI VENDITA

INCREMENTARE LA CUSTOMER
SATISFACTION

PERSEGUIRE L’EFFICIENZA
OPERATIVA TRAMITE IL
CONTROLLO DEI COSTI E DEGLI
INVESTIMENTI

S 7 UN

=
=

=

CSF (IMPERATIVES)

ECCELLERE NEL TIME TO MARKET
INNOVARE PER CRESCERE:
@ ACCESSI BROADBAND
@ SERVIZI A VALORE AGGIUNTO
MANTENERE MARKET SHARE SUI SERVIZ| TRADIZIONALI.

INTEGRARE MARKETING, VENDITE, CUSTOMER CARE
MIGLIORARE TASSO DI CROSS/UPSELLING

OTTIMIZZARE IL COVERAGE DEI MERCATI DA PARTE DEI
CANALI

RISPETTARE | SERVICE LEVEL AGREEMENTS
@ ATTIVAZIONI
= INTERVENTI

MIGLIORARE QUALITA’ CCARE E BILLING

= BRGD BN B

OTTIMIZZARE EFFICIENZA DEI PROCESSI BUSINESS
MIGLIORARE EFFICIENZA DEI PROCESSI DI SUPPORTO




Several questions must be considered in the implementation of a
business strategy. Several disciplines can be applied

STRATEGY
Statements of benefits, both addresses the question:
tangible and intangible, that Value How should the organization create,
are delivered to internal or Propositions capture, and sustain value?

external recipients expressed
from an external view DESIGN

addresses the question:
What should be built so the organization

delivers the desired value?

ORGANIZATION

addresses the questions:
What kind of organization do we need ?
How do we get there?

Ability to perform a certain

business function described e
in terms of what must be Capabilities
done, not how it is done.
Provide an internal view.

What a company needs
to have in order to
perform the capabilities.
Tangible and intangible
assets of the company.

VALUE

addresses the questions:
How do we determine the value of
initiatives? How do we measure and
manage the value captured?




Value propositions identified in the business model link to capabilities
and resources in the Strategic Capability Network

Value Propositions: What a

company is or needs to be in

order to offer a differentiated
value to the market.

Low Cost
Provider

Convenient

Large
Transactions

Inventory

suonisod
o16area1S

Offer Low
Pricing

Capabilities: What a

company needs to do in order
to achieve its strategic
positions. Capabilities

perform, improve, and create
the activities of the firm.

sal|iqede)

Web—BIased Web—Baied endle
Catalog Searc e-Commerce

V

~ A

Resources: What a company
needs to have in order to
perform its capabilities.
Resources represent the
tangible and intangible assets
of the firm.
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A Company’s Value Chain is a system of interdependent activities,
which are connected by linkages

Linkages exist when the way in which an activity is performed affects the
cost or effectiveness of other activities

Firm
Infrastructure

Human Resource
Management

Technology
Development

Procurement

Support Activities Outbound

Logistics

Inbound
Logistics

Marketing
& Sales

Post-Sale
I Services

Operations

Margin
Primary Activities

A more costly product design can reduce post-sales services costs. A company
must resolve such trade-offs in accordance to its enterprise strategy to
achieve competitive advantage



The use of the value chain is very useful in understanding the business critical
activities, opportunities and threats emerging from the continuous change of

the industry

Traditional Value Chain without LVOD
(Local Video On Demand)

Businesses at this end ) )
of the value chain hawve ?:;'"EEIE'EE;:t!"'EhB”d
more of 3 contant of the value chain have
ownership focus. : . more of a customer
Content Content CHITIHHE Receiver & relationship cwnership focus.
They nead nat b creation  bundling gateway
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Creative AHEIE oparators Davica AcCass EPG
S *IIIIEE - li hardware
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and gateweay to home for
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Brandad scheduled TV channesls
dominats frequancy limited
capacity to fres to air market

Key value chain
pinch-points

This section of the Value Chain is loosing value in a LVOD
context in which content and not shedule is dominant



Changes in the value chain can include the points where most of the value can
be captured. Profitability and eventually existence of the enterprise are put at
threat, but the other side of the medal involves opportunities for growth

Future Value Chain with LVOD

Content Time-based Carriage

Inereasingly commeoditized Eturage & ﬂEIIE‘W‘El'f
creation content « Maore a#ih;iant use of induding content based
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Value Net analysis enables greater understanding of the client’s
position within the industry and of the relationships and activities that
affect the client’s decision-making

O A Value Net:

o Describes the client’s position relative to other
players

Lo
< Provides an inside-out perspective of the client’s
business and industry |

<2 Incorporates cooperative or complementary

players into the view of the industry
(oo )R

Qinsights derived from using Value Nets
iInclude understanding:

< How players and activities along the client’s value
chain as well as complementor and substitutor
relationships affect strategic decision-making

< Linking company behavior to the industry
environment

2 How manipulation of the environment may result in
greater competitive advantage and creation and
capture of value

11
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Globalization, more demanding financial markets, technology
proliferation; how they translate in challenges for the business ?

Differentiation | Responsiveness ‘ Efficiency I
GCED COwer 64% of CEOs globally believe CEOs find that growth can come by Two-thirds of CEQs indicate that
perspective new praducts and services will increasing the customer voice in cost reduction will remain a
lead their enterprisas’ growth product development while reducing  major focus area, making it a
cycle time not-too-distant second place to
Company JetBlue Zara Wal-Mart
examples = Better customer experience * Rapidly introduces new designs * Low corporate overhead
* lndarserved airport locations * [ynamically adapts to demand * Tightly integrated suppliers
* Simplified flight pattens * Local decisioning * Leverages scale economias
* Limited nuns reduce ovarsupply * Leadership in technology use

Soureer Your Tur The Gioba! CED Sludy 20047 1BM Business Consuling Senvices, 2004, 1BM Imnsiitie for Business Value.
In a recent global study, more than 450 CEOs responded about their most critical
Imperatives tu achieve success in today’s economy. Their top responses:
e strong, differentiated value propositions are critical for growth and profitability;
e organizations must be able to sense and respond rapidly to customer and

marketplace changes;
e cost structures and business processes must be adapted in a flexible manner to

maintain productivity and reduce risk



Today’s enterprises can increasingly “program” the business by
selecting from a variety of established modules or disparate components

Global connectivity platform

s rl L = i - . '\-\.\

Communication Information \ Open ,
'xH networks / technology / L standards

P — [ — L —_—

O Over the last 5-7 years, a number of diverse business and technology architectures
have matured and converged to form a global connectivity platform that supports
widespread collaboration.

O By slashing the cost of coordination both within the firm and externally, with partners,
this new platform represents a de facto weakening of traditional business structures
and boundaries.

First, communication networks, specifically broadband and wireless technologies,
have made digital connectivity faster and more affordable.
Second, information technology has evolved. With the consolidation of the enterprise
software market and the proliferation of business integration software, companies now
have a common platform upon which broader and better functionality can be built,

O Third, open standards — both technology and business — are optimizing interoperability
and creating the potential for truly modularized infrastructures.

2 On the technology side, XML has been adopted by 25 percent of companies and is currently being rolled out in
another 33 percent.

2 On the business side, the increasing ability of enterprises to define common processes and activities is
simplifying day-to-day commerce and improving work flow.



Web Services is a standards-based approach to “componentising” applications
and allowing those components to be inter-connected




The rapid decline of transaction costs is having an especially profound and
lasting effect on ownership decisions

Global connectivity platform

Communication Information Open

\' networks \. technology _ \' slandards

Transaction cosis

Searching Contracling Coordination
Paper catalog —» E-Catalog Calculators — Spreadzheets Meetings — E-Mesetings
Trade shows —» Exchanges File folders —» Workflow 28KPS —» 10MBS
Phone and fax —» E-Mail and Web Stamps — E-Signatures Landline —™ Wireless
Libraries —® Internst Fixed pricing — Dyynamic pricing Rolodex —* Palm 0S
Sl B Custom —3 Standard terms Batch —s Reattime
Employse > Inianc trms Phone —> Instan
messaging
Risk
Proprietary—ms= Open Customer service—e Self-service Local —e= Global
Kilobyte—= Perabyte 900, —»= 99.959% Push —= Pull
Source: B Institute for Business Valte.



Changes in interaction costs can cause entire industries to reorganize
rapidly and dramatically.

U As business interactions move on to electronic networks such as the
Internet, basic assumptions about corporate organization will be
overturned

O Activities that companies have always believed to be central to their
businesses will suddenly be offered by new, specialized competitors that
can do those activities better, faster, and more efficiently. Executives will
be forced to ask the most basic and discom-fiting question about their
companies: what business are we really in?

< Developing a capability in-house confers no differentiation if an outside specialist can
provide the same more effectively or efficiently



As standards-driven internal specialization matures, firms gain the
ability to leverage the benefits of lower transaction costs by engaging
with partners through collaborative industry networks.

Phase I = Phase 2: = Phase 3:
imtermally infegrated Strateqically inlegrated Industry networked
Sﬁ'n]‘| H H H El El Silg 1 e l Silo 1
sioz ” Sl 2 | sioz
sios [ Y 31 a3 E
Hardwired connectivity Proprietary cannectivity standardized connectivity
An intemally intagrated design Firms began to strategically The industry networked
offered gacurity to firms that partner in key functions along design is built around many
owned and operated adjacent the industry value chain connactions to external partners
areas of the value chain that specialize in key arsas

Source. IBM Instine or Busingss Vale,

O The reduction of the transaction costs changes the rule of the business.

O The entire Value Net must be analysed and re-designed to exploit the emerging
opportunities

0 Reducing cost of transactions can cause a growth of transactions !
18




Business Transformation Outsourcing and Business Process
Outsourcing

BTO client benefits:

U Focus on core business

U Increase flexibility to adapt quickly

U Reduce barriers to change

Continuous Strategic Change O Innovate, improve and transform processes
while Outsourcing 0 Speed time to benefits

U Improve decision support

Q Enhance consistency of customer information
and customer service

U Reduce costs

B0

Process enhancement

Process Change

Cost Reduction
Cost Take Out

B0

A\ 4

Return on Investment

BTO client needs:

® Qutsourcer-derived processes (with substantial changes) or client own processes (with some changes)
Minimal to significant technology deployment

SLAs oriented toward slight improved to leading practice business metrics

Cost savings from process and application transformation, labor arbitrage and economies of scale
Resource-based and/or business-metric based pricing

19




Market analysts tells that IT outsourcing will maintain significant growth
rates, with applications and network outsourcing becoming top drivers

Figure 3 Demand For Qutsourcing Continues Unabated

“How likely are you to outsource for the first time in 20052”
Very likely = Likely © Considering

% A%

Ongoing new development work
Individual applications besides ERP
Telecom networ
Database and storage
Desktops | 5%

ERP application
Distributed servers
Entire IT infrastructure

Mainframe operations

Entire applications portfolio
Base: 105 business and IT decision-makers

Source: Sizing The Market For IT Services Through 2009, Forrester, September 2005

Already
outsourcing

14%

$13

12%
16%
11%

17%

" FORRESTER



The SO market is growing and becoming more complex including multiple
“service towers”

UBy 2012, 50% of the worldwide Fortune 1.000 companies will have outsourced IT (Gartner source)
L The Outsourcing market will grow 7.2% annually by the end of 2009 (Gartner source)

Large deal market is very active

(IBM source) Deals become more and more complex

RETE T D e
(IBM source)

Accenture Unilever-Us 1000 $
csc BAE Systems 1900 $ 100%
US Army 2000 $
EDS Kraft Foods 1700 $ 75%
General Motors 3800 $
US Army 2000 $
50%
US Navy 3000 $
IBM GAP 1100 $
AGF 220 % 25%
US Army 2000 $
TSystems Daimler Chrysler 1000 $ 0%
0
HCL Skandia Insurance 780 $ 3Q03- 4Q03- 1Q04- 2Q04- 3Q04- 4Q04- 1Q05- 2Q05- 3Q05-
2Q04 3Q04 4Q04 1Q05 2Q05 3Q05 4Q05 1Q06 2Q06
Cap Gemini UK HM Rev and Customers 1210 $
. - Single Tower - Infra-App-BPO
1H 2006 large deals (TCV in M$)



By outsourcing its IT (or a part of it) an organization changes its relationship

with the information system moving from a role of owner of a technological
infrastructure to user of a “well-defined” service

O This is a major change if compared with Facility Management where the

provider is just a manager of the technological infrastructure without any
involvement in its evolution

O The drivers for the outsourcing decision are:
2 Relevant and immediate reduction of costs (30% or more)

» Consolidation and Transformation of the Infrastructure
» Process Improvement & Standardization
» Offshoring
< Improved flexibility by reducing the fixed costs of the operations
» Shared risks / Shared rewards
> People & Asset transfer
» Way-out
2 Innovation

» Reconfiguration of the business
> Exploiting IT evolutionary opportunities
» Moving Commitments from SLAs to KPIs



Relevant and Immediate reduction of costs

Traditional Process Improvement

Business i
w/o Transformation

Support
Costs

Investment ($)

Baseline

= Investment Neutraliz
= Immediate Savings

Bu_siness Transformation
~~ Outsourcing

Time

Year 2 Year 4 Year 6 Year 8

. Transition




Innovation is required on all key dimensions of a large deal

Innovation required on all key

dimensions of a large deal

Organization Financial
& Structure Solution
Human Transformation
Resource & Innovation




Sometimes a sound governance model can satisfy all customer requirements

Relationship Manager CUSTOMER Relationship Manager SUPPLIER

STRATEGIC

Contract Management Board Architecture

Infrastructural : Planning Board
Services AMS Services

—
<
Z
O
l_
O
Z
-
LL

Infrastructural Finance and Business

Services Review Control Board
Board Infrastructural
OPERATIVE Services Finance and Business

i Control Board
AMS Services )
Review Board AMS Services




Some other times a more complex arrangement is needed including a
Joint Venture to satisfy customer requirements for image or HR
purposes

Customer Supplier

Shareholder Shareholder
< 50% > 50%

Progressive scope increase
Supplier and Customer share JV governance

Supplier and Customer provide JV middle
management

Supplier is the preferred provider of the JV but
non exclusive

Supplier provides technology and Intellectual
Capital




A Resource Joint Venture is a less complex means to meet customer
transition requirements than the delivery JV

Shareholder
> 50%

Shareholder
< 50%
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Datacentre outsourcing services value proposition

L Services:

=

management of major multi-vendor mainframe and server

environments

disaster recovery and security services
database administration services

storage management and output services

U Transformation:

=

0O 0000

design and build of complete datacentre installations
migration to best of breed processes and working practices

exploitation of economies of scale

consolidation of geographic sites and server estates

technological transformation

transformation to on demand delivery and pricing models

U Benefits:

=
=

reduced cost of datacentre operations

improved IT service levels supporting business critical

applications

Improved security, availability and resiliency of datacentre

operations

Improved deployment and management of business

applications

access to new technologies and skills to match changing

business needs

Senser Maragerne: r

Sener Planming Support

Semer Security

DOatabase Subswystern Support

Ozta Comnrunication Support

Midd eware dupport

Batch Operstions

Application Operation

Marnaged Storags

Media Manzagernant

Prirt Shop

Prirt Managernent

Dizaster Recowery

HHEHEHENE
EHRE R

= i
I N M N NN NN NN NN NN NN NN NN



Datacentre outsourcing within a broader portfolio

Business Transformation Outsourcing

Finance gnd CRM Procurement AULITEL
Accounting Resources

Application Management Outsourcing

Packaged i
o Legacy MaINtenance | |0 . o eormation
Applications -
Applications

X
0
b
A
=
D
im

Managed Infrastructure Outsourcing

Enterprise Servers Network Database
Distributed Servers Desktop Groupware
Web Hosting Storage Disaster Recovery

S92IAIS Bululesa

Implementation / Rollout / Consolidation




“Work that requires judgment and inference is not likely to be off-shored easily”
Ravi Aron’s, Professor at Wharton Business School

O Work that involves making decisions based on a repository of knowledge,
which can be meaningfully monitored in real time and where the quality of
execution can be precisely measured, can--and will be--offshored

O Work that requires judgment and inference in ambiguous contexts, or
where communication and grasp of linguistic nuances are important, is not
likely to be offshored easily.

O Itis the nature of the work--and not the industry--that determines what can
or cannot be moved offshore

O Expertise that is required for diagnosing a problem and formulating its
solution will require analytical abilities and the ability to deal with ambiguity
and uncertainty. The premium placed on dealing with complex ideas--
which means applying abstract frameworks to real-life problems and
reducing complex, poorly understood business problems to combinations
of well-understood and solvable problems--is not about to go away any
time soon.



“Far from being a zero-sum game, off-shoring is a story of mutual economic gain”
Diana Farrell Director, McKinsey Global Institute

O For every dollar of corporate spending the United States outsources to India, our
domestic economy captures more than three-fourths of the benefit and gains as
much as $1.14 in return

2 But this global wealth creation comes with a price: continuous change for the economy and higher
turnover for workers

O The reality is that offshoring is another form of trade, and trade brings both
opportunities and challenges. Benefits have always exceeded costs, however, and
our great imperative is to maximize the former while minimizing the latter.
Specifically, we must do the following:

2 Open more markets to American goods and services.
» Enforce current and future trade agreements.
» Enable global flows of goods, services, capital and people.
< Improve effectiveness of retraining offered by government and employers.

» Promote lifelong learning environments, efforts and skills.

> ldentify ways to encourage saving and to maintain health coverage during work force transitions,
but ways that don't restrain future hiring.

2 Promote innovation and innovative capacity.

> Ensure our business climate encourages entrepreneurship (access to capital, employer flexibility,
and more rational regulations and torts).

» Improve our infrastructure to maximize companies' and workers' productivity.
2 Introduce measurement and accountability into elementary and secondary schools.

» Ensure adequate resources for educational innovations that work.
» Improve math and science achievement by U.S. students.
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Outsourcing Sales Process

Business Development

Integrated

Market Teams

e IMT deal

Comms Sector BDES teams led =—
Distribution A by CSEs

Industrial

SMB

PEs are accountable for

CSEs & deal teams at
region/IMT level may

8 regions (IMT) across Each BDE is specialise in specific the long term client
EMEA each with its own  sector-aligned sectors or operate relationship established
sales resources with the customer

cross-sector

O Business development executive (BDE)

<2 cultivates deal opportunities in their early stages, promotes IBM’s capability, secures agreement with
client to engage with IBM

O Client Services Executive (CSE)

2 runs sales and negotiation process with client to signature of contract

O Project Executive

< Manages the contract and the relationship with the customer for mutual satisfaction and constant
alignment with changing customer’s situation and expectations



Sales Process is a structured process with well defined steps, objectives, tools
and transition criteria

The dient values the relationship because Team IBM has demonstrated an

Mullung understanding of the client’s issues and nesds.
Identifying The client demonstrates an interest in working with Team IBM.

lidati The client-stated business need, business capability, and agreement to suppar
Validating Igam |[EM'= access to the Key Decision Leader are confirmed.
. o The Key Decision Leader and Team IBM agree to go forward with an initial
Qualifying solution.
Conditionally " o :
Agreeing The Key Decision Leader conditionally approves the proposad salution.
Winning The client and Team IEM sign the contract. Rglwshqp ngxg;w

The client acknowledges the value of the Team IEM solution and &

IMPIeMSNtng | .. iional relationship capital is crealed.

Devalop Closa
Salubion Sale

-“EH[ |
Expactations |

¥
Key Confirm
Difference  Compelling,
Reason
Makers to Act
P A
Difference ™, .f
[ H!!'ll
Maker | initiatives

sales aids ‘-._\ Map

fo use )
-

J L Framework | | Support | |

Y

. Confim

Clignt
Benefit

| and Value
| Proposition

¥

Valse

Key D.ragnﬂs.n'cmd Dpportun.rty Han g =



Business Development Executive

0 Employees in this role are responsible for the ongoing identification,
development, and assessment of cross-IGS services business
opportunities with key accounts, selected based on proactive market
screening, targeting, and business analysis.

O They develop extensive executive and senior management relationships in
client organizations. They identify and develop the most attractive
opportunities for potential engagement.

O They work collaboratively with other teams across IBM and with other
partners and outside consultants as appropriate They are responsible for
the ongoing qualification of these opportunities and recommend whether
to engage, disqualify, or refer opportunities to other IBM groups.

L They own the opportunity until formal sales engagement and facilitate the
transition to an engagement team, and remain involved during the
engagement phase, as appropriate.



Client Solution Executive

O Strategic outsourcing engagements

=

are characterized by a complex combination of technical, business, financial, and human resources
issues related to the strategic and tactical direction of customers. Change (such as economic conditions,
financial performance, global competition, business strategy, mergers, acquisitions, and growth) tends to
be the driving factor in these engagements.

are normally large, complex and highly competitive sales situations that are often global in scope and
engagement negotiations are conducted at the highest levels.

This role has the responsibility for successfully selling and negotiating one-of-a-kind
complex business relationships.

They lead sales engagements, selling solutions to complex IT and business
requirements.

=

=

Once an opportunity is qualified, they are responsible for assembling the IBM sales engagement team,
managing the team (which can involve dozens of people) and economically managing the substantial
engagement budget.

They must also manage the customer relationship, participate in complex solutioning, establish beneficial
pricing that is highly competitive and close the opportunity. In so doing, they must demonstrate a clear
understanding of the customers business, organization, culture and the compelling reasons to act and
manage the third party consultant relationship (if applicable).

L This role must be

=

=

an extraordinary team leader, an astute business person, exhibit exceptional business insight, show
executive/boardroom presence and outstanding judgment.

creative enough to devise and articulate a unique and compelling value proposition (which typically
leverages IBM and creates value), so that customer decision-makers clearly grasp the short and long-
term business and financial value of a relationship with IBM.



Project Executive

O This role constructs partnerships between clients, team IBM, vendors, and
subcontractor organizations and manages the implementation of these partnerships
to address business opportunities for the IBM Corporation.

O They have equally balanced skills in five key general management areas of client
relationship management, consultative selling, financial / business management,
portfolio / program management and team / people management.

O Be the primary focal point and owner for all activities on a large complex contract.

2 Accountable for meeting revenue, profit, and growth objectives and for improving overall customer
satisfaction targets.

2 Responsible to build and maintain strong client relationships at all levels with the objective of being a
trusted business partner.

< Proactively work with client to identify their business objectives, priorities and directions, critical success
factors and applies this knowledge to establish and implement an Account Strategy.

o They translate customer requirements into formal agreements, establishing specific solutions, and
leading the efforts that culminate in client acceptance of the results.

O

They have overall responsibility for their contractual cost, schedule, and contractual deliverables.

2 They manage IBM resources and coordinates client resources to deliver services and solutions to
support the client organization.

Q They are recognized for business acumen by the customer set they support.



PEs have equally balanced skills in five key general management areas

U Financial and Business Management

U Program Management

2 Overall responsibility for managing schedule, contractual
deliverables and programs that will support a client’s
business strategies and objectives

2 Responsible for overseeing the implementation and use of
formal program management methods and processes

2 Responsible for managing resources from multiple IBM
organizations to tailor the solution to the client’s business
needs.

2 Knowledge of project management methodologies and PM
disciplines at the program level.

S The PE must make sure that defining, planning,
executing/controlling, and reporting mechanisms are
implemented.

U Client Relationship Management

< Primary point of contact for all client needs, requirements and
expectations
» helping the client define them
» translating them into formal agreements,
» establishing and deploying specific solutions, up to
client’s acceptance and satisfaction.

2 Focus on retaining customers and grow wallet-share by
providing increased value.

U Consultative Selling
2 To proactively enable growth and to counter any loss

2 Understanding of IBM selling techniques to build
relationships, identify opportunities, demonstrate IBM unique
value and closing deals against the client’s buying cycle and
perception of value.

2 Overall responsibility for managing a significant P&L or
contractual budget be it partial, full, local or global.

< Financial basics such as income statements, balance
sheets, and cash flow are all critical topics

2 Knowledge about contract types, how to manage
subcontractors, interfacing with IBM's financial management
systems

2 Deployment of financial management tool for analyzing,
controlling and directing resources and assets

2 Manages IBM resources and coordinates client resources to
deliver services and solutions to support the agreements
with the client

U Team and People Management

2 The PE needs to lead teams of people to execute existing
contract terms and conditions and drive contract growth.

2 Enabling breakthrough thinking, resolving conflict, effective
communications, understanding and managing cultural
differences

2 Working knowledge of basic people management techniques
/ disciplines in order to lead and motivate the team

Consultative
Selling

Program Business/
Mgmt RELATIONSHIP | Financial

People
Management




Program Management is based on the Program Management System (PgMS)

O What is PgMS?

< PgMS is a comprehensive set of integrated processes, plans, and policies used by the
Account team to manage contract performance

< Provides a common understanding of status with the client via Governance and early
warning of any exception condition

2 Worldwide standard for accounts, simplifies contract start up and steady state by reducing
cycle time and deployment costs

O Processes included in PgMS can be tailored to fit geographical, regional,
and client-specific requirements.

o These processes are expanded to the procedure and work instruction level in the PgMS
templates.

0 Plans are a description of the means for achieving an objective.
0 Policies address processes that are defined and managed outside the

PE’s span of control, but which significantly impact or control aspects of
how the PE manages the account.



Program Management System
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A mature Governance Model is used across all contracts

Customer IBM
Senior } + Strategic + + Senior
Executive Executive

Relationship + Functional + J Project
Executive Executive
. X * Operational * q -
: :
Business ‘% % =3 Delivery
Uif (SD 2 Organisational 9:’ o T
Tz 3 é Structure 8 g eam
D
- o
% 3
~/Effective \
Governance
Governance Principles




Even though relationship attributes have a huge impact on operational
performance, they are often ignored.

Relationship Quality Impacts Operational Performance

e

Operational Attributes Relationship Attributes
Service delivery ... Managing SLA’s Trust and mutual respect
Technology Management Fairness
Processing new service requests Ease of working together
Reporting and billing Bridging cultural diversity
Prices, fees, rates Openness and quality of communication
Management, Operation, Security of IT Protocols / behavior guiding our actions
assets ....

e

Operational Performance Impacts Relationship Characteristics




The 3 elements of good Outsourcing Governance

Collaborative

Culture
, More can be
achieved together”
Understood Relationship
and Aligned Protocols and
Expectations f Mechanisms
Alliance Relationship- RelatiOFship
Managers Quality
Management Monitorin

Committees/Boards
Hierarchies
Roles &
Responsibilities

Delivery Mgmt
Contract Mgmt
usiness Mgmt

Outsourcing
Governance

Organization/g _— —_

Processes

Scope and Content of Contract / Business -and IT-goals

Company Structures / Relationship Complexity
Corporate Constitutions / Management-Styles

Governance Design Criteria




Collaborative Culture: how do we work together

Adversarial Relationship
Typical Mindset and Behavior

When things go wrong focus on
assigning blame and on applying
contractual penalties

This is about getting , Them* to meet
our needs

Customer decides, vendor executes

Each party is often surprised and
learns of decisions after they are
made

Charter of Cooperation

Collaborative Relationship
Typical Mindset and Behavior

= When things go wrong focus on
understanding joint contributions and
how to avoid repetition

" This is about meeting both our needs
in a sustainable way

= Wise decisions need joint input

" Parties work as a team to maintain
alignment and coordination

" Parties agree on a code of conduct



Customer Satisfaction Management is an integral part of IBM Customer Relationship

Management

Customer Satisfaction Management

1. Determine CS Strategy

2. Understand & Manage Customer
Expectations Conditions of Satisfaction, Set/Met

3. Collect Unsolicited Feedback Complaints

4. Collect Solicited Feedback Surveys

5. Respond to Specific Customer

6. Aggregate & Analyze Data Pervasive Issues

7. Resolve Pervasive Issues

8. Communicate with Customers & IBM

UThe IBM Project Executive is
responsible as part of contract
execution for customer satisfaction
levels. As a consequence, this metric
also applies to the delivery teams
supporting the PE

UThe key processes for determining
customer satisfaction within DCO are:

< Customer Executive Relationship Survey
(regular survey conducted by third party)

< Set/Met survey — regular IBM survey of _
customer expectations and its performance in
meeting them

< Complaint Management Process

QContinuous improvement processes
are linked closely to these activities.



Example of Financial Mgmt. Analysis of a customer’s business strategy

All the financial indicators of Tiscali, including debt, have been improving in the last quarters®. The core
business is shifting toward broadband subscribers that account for 52% of revenue (+27% over YEOQ5),
with UK weight approximately twice than Italy. The number of direct customers (ULL) is significantly

improving.

. - Tiscali Credit Rating is going to improve as an effect of
Srowth in profitabliity = 3Q00 vs 3005 the improved financial situation
Cash:
€52 min
Debt:
€386 min
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60.0 €52 min 106 €75 min
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Cost

Cost Increase
o @ o )
Business line breakdown of revenues — 3Q06 Geographical breakdown of revenues — 3Q06 Evolution of ADSL users
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: g o meeal
Voice IT w /
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5% . BlttuL:'am ;E 600 -
B2B
6% Others 0
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() Tiscali has sold the French Operations to Telecom lItalia in 2Q05 for 266 M€ and the Ducth Operations to KPN in 3Q06 for 255 M€
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Example of Financial Mgmt. Analysis of a customer’s business strategy.

Financial analysts commented that generating shareholder value is challenging. The transformation will
require to further extend the network and to develop capabilities in new services (IPTV, MVNO, ...) and in

new markets (SMB, Local Administrations)

Fastweb is the best company to benchmark Tiscali
because of the market position, size and strategy

Key Performance

Indicators

Share Price / Ebitda 14,6
ARPU (€/month) 17
Ebitda Growth

(3q06 on 3q05) 117%
Ebitda Margin (on

revenue) 14%

Revenue Growth

(3q06 on 3q05) 31%
Revenue Growth

from Enterprise

Customers N.A.

Revenue M€ (2006
forecast) 688

Network Coverage
in Italy 30%
Number of ADSL

users (thousands) 2.100

TISCALI FASTWEB Comments

Analysts consider the share price of Tisclal
overvalued. Challenge of creating
9,1 shareholder value

Tiscali is not able to capture the same value

65 than Fastweb from its customers.
For Tiscali this value benefits of the
divestiture of Dutch subsidiary happened in

3290 September

Lower than indutrial average Telecom ltalia is
339%0 around 40%, Wind 30%

For Tiscali this value benefits of the
divestiture of Dutch subsidiary happened in  [Forporat
3090 |September i

Fastweb is developing a strong focus on the

Fastweb growth in
corporate market

Auchan
UniEurol
A mEERENs B CDerca
RE — - [

6090 |enterprise market fare ) .
@ AL &
“ICONAD W m+:umulun
- D riEna HiLAND. = i CAPITALIA
@ BNL Airmppn Banrard -
. : e ——— G unicreditBanca
1.200 Revenue generated in ltaly is 212 M€. ® S m_ n’ el
EoP 2003 EoP 2004 EoP 2005 Sep 2006

It will take more than 1 year and hundreds
459/ | millions investments to catch-up Fastweb

800 |For Tiscali 750 in ltaly and 1.350 in UK



Questions ?



