%‘\s’
, =
ThinkBalm

Immersive InterneAnalyst Report Series, Issue #2

ThinkBalm Immersive Internet
Business Value Study, Q2 200

Authors: Erica Driver and Sam Driver, Principals, ThinkBalm
May 26, 2009

© 2009 ThinkBalm. All rights reserved.
ThinkBalm Immersive Internet Business Value Study, Q2 2009




TABLE OEONTENTS

LI L1 L= o) 00 01 1=T 0] £ TSP 1
THANKS 10 QU SPONSOLS.....cuttiiiie ittt ettt ettt e e ettt e e e s et et e e e skt e e e e e e aabb et e e e s anb e et e e s anbbeeeeeabbeeeeeaans 2
EXECULIVESUIMIMIGIY . ...ttt ettt e ekttt e e sttt e e e e s b ne et e e s eabb e et e e anbb e e e e s annnnneeas 3
¢KS A3 vdzSalGA2y.Y. .2 KLAQA. 0KS. . WwhLK. i 4
Early Investments Are Yielding BUSINESS VAIUE..........cooiiiiiiiiiiiiiie e 4
More Than 40% of Those Surveyed Saw Poditiv@ Economic Benefit.............cccovviiiiiiiiiiieennnnnn. 4
Almost All Survey Respondents Indicated Some Level of Project SUCCESS.........ccoeeevvevevviviiinnnns 6
A Primary Benefit Is Cost Savings Or AVOIJANCE...........coevvuuiriiuiiiiiiieiei e e e e e eeeeee e e eeeeeeeennernnnd 3
The Immersive Internet Presents an Innovation OPPOrUNMILY. .........eveiiiiiiieniiiiiiee e 9
Nearly % of Respondents Said They Mighivdl Increase Investment............cccoovviiiiiiiiienieieeennnn 9
Use Cases: People Are Picking the-Hanging Fruit FirSt.........ccccoeeiiiiiiiiiieeeececeeeeeeeeeevv e 10
The Most Common Use Cases Today: Learning and Training, Meetings........ccccocveeeeeiiiieeeeens 11
Some Have Their Eye on More Complex Use Cases for 2010 and.2011..............cveceeiiieeeennnn. 13
Why Immersive Technology Versus the AREIMERRL..............euueiiiiiiiiieee e 14
Leading Alternatives Offer Communication Capabilities and Presence.Infa...........c.occceeeeininnen. 15
Implementers Chose Immersive Tech for Low Cost, Increased Engagement............................ 16
LYYSNBA@®S aSSiAy3aa wdzad..al.2.... S..0KS..bS4.4aCH®OS ¢AYSE
G2S /2dA RYyQd 52..Lib..Ly.2. hiKSNL2LEE& e, 18
You Can Get Your Feet Wet at Very Little COSE........oooiriiiiiieceee e 19
Nearly 30% of Orgs Recouped Their Investment in Less Than Nine Months...............c.cceevnn. 21
52yQié .S aratSR...2..[.24./0.2480.2F 9 aNB. ... 22
This Is an Emerging Market in the Early AdOpter SEAgE.........uueiiiiiiiaiiieiiiiiieeeeee e 23
To Cross the Chasm, Early Pioneers Have Lots of Issues to Address..........ccuveeveeeeieiieeennnnnnd 24
RECOMMENUALIONS.......eeieiiiiiie ettt e e e et e e e sttt e e e e st bb e ee e e s sbbe e e e e sanbeeeeesanbbeeaaanan 27
Research MethodOlOgy. .........oo it e e e e e e e e e aaaes 29
Related ThiRBalm RESEAICHL............oiiiiii e e e e e e e e saeees 31
ADOUL T8 AUTNOTS. ...ttt e e s ettt e e e e st bt e e e e enbbe e e e e eanneee 32
SPECIAI TRANKS ...ttt s sttt e e e sttt e e e s aabb et e e e e anbbe e e e s anbbeeeeesanbeeeeesaned 32
ADOUL the PrOJECE SPONSOELS ...ttt e e ettt e e e e e e e s e e bbb et e e e e e e e e s e s annbansbebeeeeeaaaaeeaeaanns 33
0o T OSSP PP R PPRR P 35
ADOUL THINKBAIML. ... e st s e s e e e anee e 36

© 2009 ThinkBalm. All rights reserved.
ThinkBalm Immersive Internet Business Value Study, Q2 2009 1



file:///C:\Users\Erica%20Driver\Documents\Client%20work\Business%20value%20study%20Q1%202009\The%20report\ThinkBalm%20Immersive%20Internet%20Business%20Value%20Study%20FINAL.docx%23_Toc231014039

THANKS @ OURSPONSORS

Gold

d Linden Lab’

Silver

Q

Qwaq

Bronze

HL@ FORTERRA e e - al\gggm
we— SYSTEMSING "

© 2009 ThinkBalm. All rights reserved.
ThinkBalm Immersive Internet Business Value Study, Q2 2009




EXECUTIVEBUMMARY

The Immersive Internas a collection of emerging technologies combined with a social culture that has
roots invideo gamesnd virtual worldsSuccess in the consumeirtual worldand video game markets
hasdrivenexperimentationwith immersivetechnology in the workplacéuringthe past year, the idea of
using immersive technology at work has gaisethetraction and anecdotal success has led to question
about business value. Ty to answer these questiorsbout the business value of using immersive
technologies in thevorkplace ThinkBalm surveyed 66 Immersive Internet practitioners and conducted 15
in-depth interviews. This report contains our research findings and analysis.

Ealy investments in immersive technolodgr work are yielding business valuglore than 40% bthose
surveyed (26 of 66) saw a positive total econobgaefit from investments in immersive technologies in
2008 and 1Q 2009, and more than 50% of respondents (34 of 65) expect to obtain a positive total
economic benefit in 200Ruantification of thisvalue was all over the map, ranging from less than

$10,000 USD to more than $1 million. The number of respondents who expect to obtain economic benefit
of $25,000USDor morein 2009is more than double the number whndicatedthey achieved this level

for 2008 / 1Q 2009We found that many who have been implementing immersive technology in the
workplace did not even expect to achieve a return on their investment.

Ninety five percent of survey respondent2 @ 66) reported some level of success with tH&08 / 1Q
2009 immersive technology deploymenBeople who worked forayernment, nonprofitsand even
somecorporationsfocused on norfinancialbenefits whichsometimesmakes quantification of that
success difficultRegardless, over a third of those survey8€%, or 23 of 64aid their organization will
definitely expand investment in immersive technology in 2009 and 2010, and another 38% (24 of 64)
indicated that they might expand their investment.

The top motivatbns for investmentn this areain 2008 /1Q 200%vere enabling people in disparate
locations to spend time togetheimcreasednnovation and cost savings or avoidantewith each
reported as at least somewhahportant bythe vast majority ofespondentsUnsurprisingly, early
implementersare choosing thaimplestuse cases firstearning and training (80%r 53 of 66
respondent3 and meetings (76%r 50 of 6§ were the most commorlJsingimmersive technology for
internal meetings was more prevaleriidan using it for external meetings.

Immersive technology won out over a variety of alternatipeisnarily due to low cost anthe increased
engagementt delivers The leading alternatives were Web conferencing anddérson meetings,
followed by phone c#d. Nearly 60%f respondentg38 of 66)indicated that immersive technology was
less expensive than alternatives, and 1(I®6f 66)reported thatit was more expensive.

Work-related use ofthe Immersive Internet ig the early adopter phasd3eforeit can passnto the early

majority phase, practitioners and the technology vendors who serve them cm@INE2 & & ETR8y OKI &Y
facea number of issues sometechnological, such deadequateend user hardware and corporate
securityconcerns and others soal, such as raising awareness and providing traifign all significant
opportunity existsto extractbusiness/alue fromimmersivetechnology and experimentation now can lay

the groundwork for transformational initiativedown the road
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THEBIG QUESTIONWHATS THEROI?

As industry analysts,evhearit £ £ GKS GAYSY aL OFy &aSS K2¢ AYYSNBAGS
engagement, buhow do you measuréd KS 0 dza3 A Y S8 38 Ol fubaSmdediinladediad é ¢ K S
question of business value came gpeatedlyat the 3D Training,
Learning and Collaation (3DTLGjonference in Washington DC in
April 2009. It comes up in conversation at nearly evérinkBalm
Innovation Communitgvent andhas peppered mangommunity
discussios. The blog articlesve write that contain business value

Definition: Immersive
Internet

A collection of emerging
technologies combined
with a social culture that

numbers are the most widelyead ones wepublish® It is the following has roots in video games
question we set out to answer thisresearch@ dzZR& Y &2 K (] and virtual worlds.
odzarySaa QFtdz2S 2F dzaAy3 )\YYSNJi\ )Sé Ay G

EARLMNVESTMENSAREYIELDNGBUSINESSALUE

N2G SOSNEB2YS K2 Qimmeéss&ethndlogyidiths Woskylacdafid or even expects to

T quantify the business valugf the investmentsii K S @ Q @< fal¥ FeR 3008 or 1Q 2009 Immersive
Internet projectshadrigorous ROI numbers attacheBut various data points collected via survey and
interviews indicate that investments in immersive technologies in the workplace are in fact yielding value
As just one example, BP expects to deliver tens of millions USD in busihes$om its investments in
immersive technology. The company has already recouped the cost of many of the Immersive Internet
investments it made in 2008 and 1Q 2009, according to Brian Ralphs, a director in the IT chief technology
office.

More Than 40%of Those Surveyed Saw Positive Total Economic Benefit

More than 40% of th@ractitionerswe surveyed (26 of 66) said their organizaieaw a positive total
economic benefit from investments made in immersive technologies in 2008 and 1Q&aD&nore tkan
50% of respondents (34 of 65) expecitatain a positive total economic benefit in 20@9eeFigure 1 and
Figure 2. Quantification of this value ranged from less than $10,000 USD to more than $1 million. Our
assessment revesithree main reasons foihis extensive diversityt) business value depends heavily on
use case, and use cases varied widely, 2) business value depends on the maturity and breadth of the
rollout, and 3) our survey sample sizesaairly small due to the earstagenature of thisemerging

market Still, the number of respondents who expect to obtain economic benefit of $25,000 or imore
2009is more than double the number who said they achieved this level for 2008 / 1Q 2009.
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Figure 1: >40% of respondents saw positive economic benefit; 42%
don’t know
“MQ18. What is the total economic benefit your organization obtained by
using immersive technologies in 2008 or 1Q 2009, in US dollars?”
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Source: ThinkBalm Enterprise Immersive Internet Business Value Study, April 2009

n = 66 respondents. Percentage may not total 100 due to rounding.
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Figure 2: >50% of respondents expect positive economic benefit in 2009

“MQ20. What is the total business value your organization anticipates getting
out of its investment in immersive technologies in 2009, in US dollars?”

30 1 24
”5 (37%)
20 -
Number of 15 - 10
respondents 7 6 6 (15%)

10 - (140
(11%)  (goy) (3 w 3 (%)

4
ol B R BN e
o O 0

KR 2 &9‘5‘5 qq‘fi‘ I R
0(\?’ S r_;L 5& ' r?‘?ﬁ ' D?_) ! gg ' 0( AL
S hd xO x0 xO ) 5 Q‘\ O(\
i r?\p*- c;f;‘*- 5@,0* 00%‘0 Q@%“’ o> ©
N 2
Expected total economic benefit (USD)
Source: ThinkBalm Enterprise Immersive Internet Business Value Study, April 2009
= 65 respondents. Percentage may not total 100 due to rounding. )
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AlmostAll SurveyRespondentdndicatedSome Level ofProject Success
LY FyasgSN G2 GKS | dobvadidcassfutwasiiere yaardygahixdtidn's itni@exshie
G§SOKy2f 238 RSLI 2@ YSy loaeihird of rigspandents (221ofy68) saidtheiHprojeap K ¢

data shows succegsee Figur8). Another 61%of respondentg40 of 66) sal the projectd FSSt a t A1 Sé |
successfor a total of A%of respondents

Figure 3: One third of respondents said project data shows success and
another 61% reported that projects “feel like” a success

“MQ15. In general terms, how successful was/were your organization's
immersive technology deployment(s) in 2008 and 1Q 2009?”

Project data shows success [N 22 (33%)
Project ongoing, no data, but it "feels like" a success [ 40 (61%)

Project ongoing, no data, but it "feels like" a failure I 1(2%)

Project data shows failure - 3 (5%)

0 10 20 30 40 50

Number of survey respondents

Source: ThinkBalm Enterprise Immersive Internet Business Value Study, April 2009
n = 66 respondents. Percentage may not total 100 due to rounding. )

While we did not ask survey participants to define how they measured success, we gained insight into the

many wayghey are doing so through the interview process atswers taopen-ended surveyjuestions

hyS AYyUiSNIBASHESST 9ONRO I FO1FHGK2NYZ o5 2506 RSaAaAIYySNI g
g2dz Ry Qi RdvidRenekhVFeogitetettive marketingt Kelly Servicesi | ARZ  avdzl t AGF GA DG
have been successful. But we have not yet put the fmk measurement tools in place to prove it

lj dzi y G A (Thdse c@rniestebliowords we have heard from many people working in this area and
illustrates that #rict financial ROI is not the only measure of succBsactitioners are using a variety of
metricsto determinethe success of their projects:

1 Improved employee productivitySeventy two percent of survey respondents (46 of 64) rated
improvement in emplgee productivity through their organization's immersive technology

RSLIX 28YSydGa Ay Hnnykmv HnAd(sek Bigude dWherdBMVaheéld ¢ 42 YS 6 K

its Academy of Advanced Technology, an internal conference, in an immersive environment last
Octoter, the organizatiormeasured employee productivity gains as part of its ROl analysis
Karen Keeter, marketing executive in IBM's Digital Convergence business unit, and Neil Katz,
distinguished engineeisaid theyestimated that on average each attendeessdsixhours that
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would otherwise have been spent travelling had the event been heidmtysical meeting
location, as was typically dondJsing an average cost of $150 an hour per peraaliiplied by
150 people, the IBMeam calculated a savings df35,000 USD in productivity value.

1 Increased revenueOne third of survey respondents (21 of 8dportedthat increased revenue
from new sources, and 44% (28 out of 64) said increased revenue from existing products and

ASNBAOSAI ¢ SNB oKy ST MAvaLI2INTG I fySitéa oF 20Nd AKS A NI Hnny

technology deployments. An example of this is BAE Systems, which built and maintains a custom
immersive learning simulation for armed services personnel training. Kurt Steuck, director of
training technolgy at BAE Systems, San Antonio Operations, said the value his organization got
out of its investment in immersive technologies was measured by direct financial gain from
customer engagements, in particular by volume of repeat and increased business.

1 Increasedemployee retention ratesDavid Fenech, VP of interactive marketing at Kelly Services,

aFAR Al ¢SfttyYy atS2LIXS K2 INB Y2NB Sy3al ISR Ay

K

l.j

t S2LX S 6K2 I NBYyQli AYYSNASR Ay @2 NYXBNI &S{ SND L 08B

turning to immersive technology to increase employee retention rates by creating virtual places
where distributed workers can meet and build connectidtikewisea project manager we
interviewedsaid her team is measuring success of its deployment by retention rates of recent
master of business administration (MBA) graduates.

1 Improved counseling outcome$referred Family Healthcare delivers psychological counseling
to troubled adolescentDick Dillon, senior VP of planning and development at Preferred Family
Healthcare, said his organizatimmeasuing succes®f its deployment of immersive technology
by comparing a control group of clients (troubled adolescents) with a group that receive
counseling services delivered in an immersive environment. The client groups will be compared
on completion rates of counseling services, attendance rate at scheduled events, and the length
of time clients remain connected to a clinician.
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A Primary Bnefit Is CostSavingsor Avoidance

2KSy Fal1SR a1l 26 AYLRNIFIYG wela O02ail al@Ay3aa 2N+ @24
RSLX 28YS8Syidoauv &2dz2NJ 2NBF yAT I (i Ad tlosdshirieyeff56 of B4aidit 2 NJ Mmv  H
was at leastsomewhat importanté This breaks down into 5686 respondentq36 of 64) saying was
avery important andalmost a third(20 of 64) sayingit wasésomewhat important Based on our work
with our clients andur experiences witimembers of the ThinkBalm Innovation Communitg,well a®n
O2y@SNEI GA2ya &S QdbBmefsiveRnteinapiiaktitiokedgydiRihgBHR fastFehthis
comes as no surpriselere are just d&ew examples:

9 Virtual events cost much less than physievents.Zain Naboulsigeveloperevangelist at

Microsoft, demonstrated thahis companyvas able to reduce the pattendee cost of
developer conferencey more than a factor of 106rom between$40and $45 per person to

about $.35 pepersonUSDHi& 2 NBIF yAT I A2y Qa O2ada FFNB f26SN (K

community membersolunteered their time taevampthe needed digital assets (e.§D

meeting space, presentation tools, ettn)another examplereferenced abovekKaren Keeter of
IBMsaida conservative estimate dfavel costdor the 150 peoplattendingthe Academy of
Technology event would have bessughly$1,500 per persorHolding the evenin an

immersive environmentesulted inan estimated$225,000 in travel savings and $25,000 in venue
savings, for a total of $250,000.
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