



Data Mining in Marketing


Executive summary

This report has discussed data mining which is a process companies and businesses use in which a customer’s data is collected and is used to effectively market goods to that individual. It has also gone into detail about the different sections of data mining in which the data is separated for effective use.  It also discusses the different formats used to process data and the pros and cons of each type of software. It shows how by the companies using this data has a massive effect on sales and the customers experience with the company overall.  

Introduction

This report will discuss data mining, what it is, who uses it and how it is used. It will explain what data mining is and why it is essential within businesses and how it helps increase sales and understands customers purchasing behaviour. It will describe each of the data mining approaches including prediction, association and clustering. It will also discuss different types of software used for data mining and the pros and cons of each software format.

What is data mining?

‘’Data mining is a process used by companies to turn raw data into useful information. By using software to look for patterns in large batches of data, businesses can learn more about their customers to develop more effective marketing strategies, increase sales and decrease costs.’’ (Twin 2019)

Data mining is a very effective way of gathering information on a customer or a group of people and using it to a marketeer’s benefit. Data mining is the continuous analysis of customer behaviour. Data is such a valuable asset to businesses as it is a way of understanding the consumer better. Companies can see what similar items people buy and are then able to try and make the items that would be within the consumers interest easier to access and more eye-catching an appealing. 

There are 2 different types of marketing, mass marketing in which a single message or communication is broadcast to all possible customers and direct marketing which uses the data mining approach. Mass marketing is a high waste approach towards marketing as it is used to market to everyone rather than a select group of people who have a higher chance of buying the product. This is where data mining becomes an effective tool within the marketing world as it is a reliable source of understanding the consumer and marketing correctly to a group of people in a certain way as opposed to just marketing to everyone. 

‘’While, there’s no arguing mass market publications are bigger, with larger ad sales teams, budgets and territories. But there are still advantages association and trade marketing offers advertisers  that mass market publications do not.’’ (AdBoom Advertising, 2019)

Prediction

‘’Predictive data mining is data mining that is done for the purpose of using business intelligence or other data to forecast or predict trends. This type of data mining can help business leaders make better decisions and can add value to the efforts of the analytics team.’’ (Techopedia 2019)

Using this type of data mining has a massive effect of the way the business or company can understand their customers and the way in which they purchase certain items. Predicting the activities of customers based on previous purchasing/browsing behaviour helps the marketing team know and understand how to target specific groups of people and even individuals effectively. For example, companies like Amazon have a feature when a customer is browsing or purchasing items, there is an option to look at what people have previously bought with this item or what you have also been looking at on a different date to try to encourage the individual to buy the items as they are conveniently placed. This marketing strategy can have a massive impact on sales in a beneficial way and can encourage individuals to purchase more than intended. 

‘’56% say Amazon understands their individual needs and preferences way more than traditional retailers.’’ (Hufford, 2019)

This statement proves that the use of data mining has a massive effect on customers due to the fact that their personal preferences are understood and these consumers can be marketed to correctly resulting in more sales. 

Association

‘’Association is a data mining function that discovers the probability of the co-occurrence of items in a collection. The relationships between co-occurring items are expressed as association rules. Association rules are often used to analyse sales transactions.’’ (Docs.oracle.com, 2019)

Association occurs on platforms in which people usually make multiple purchases, this can also be more effective when the purchasing is a regular occurrence. Supermarket like Tesco’s for example offer a Clubcard scheme in which it will give the customer money off items purchased regularly. This way of using the data is really effective in keeping customers loyal to the business as it has a more personal attachment to the consumer. It also encourages individuals to want to purchase goods from that particular retailer as they ‘’want the points’’ rather than going for what is convenient or sometimes even cheaper. This scheme is also a good marketing strategy in encouraging customers to buy items that they may not regularly purchase but will solely on the fact that they have a voucher or will gain points. This can also have a knock-on effect as these products the retailer is encouraging the consumer to buy could also become part of their weekly shop after purchasing it a few times or even just once. 


‘’The cost for one full-page ad in a national magazine can range from $3,000 to $25,000 not counting production costs to create the ad.  Association publications are less expensive, and pricing is usually more negotiable.’’ (AdBoom Advertising, 2019)

When advertising to individuals, if there is an item that is being targeted towards a specific customer the company will advertise to suit that person or to the group of people and their demographic. Using data mining means that there is a more cost effective and easier way of advertising to a single consumer or group of consumers.  

Clustering

‘’Clustering is the process of making a group of abstract objects into classes of similar objects. A cluster of data objects can be treated as one group. While doing cluster analysis, we first partition the set of data into groups based on data similarity and then assign the labels to the groups.’’ (Tutorialspoint.com, 2019)

Clustering is used within marketing to differentiate the customers and what they purchase. They are placed into groups so that the company or business is able to understand the similarities in purchasing to market to the individuals effectively. It will put customers into groups of people who have looked at similar products as themselves and suggest them at the bottom of the screen. 


‘’For example, when you add a DVD to your online shopping cart, similar movies purchased by other customers are also recommended for you to purchase. In this way, Amazon uses the power of suggestion to encourage you to buy on impulse as a means of further satisfying your shopping experience and spending more money. This method generates 35% of the company’s sales annually.’’

This way of using the data within marketing has a substantial effect on sales and how people purchase items, but it also creates a positive outlook towards the company as a whole as people enjoy that platform or feel as though the website understands them and their purchasing needs. 

‘’56% of consumers say Amazon demonstrates an understanding of their individual preferences and needs on a regular basis—a number that dwarfs consumers’ feelings about traditional retailers.’’ (Hufford, 2019)

What is WEKA?

‘’Weka is a collection of machine learning algorithms for data mining tasks. The algorithms can either be applied directly to a dataset or called from your own Java code. Weka contains tools for data pre-processing, classification, regression, clustering, association rules, and visualization.’’ (Learning, 2019)


Weka is a software companies use to look at data and make marketing decisions biased on the data collected using the methods stated above. This piece of software is a very effective way of being able to tell how consumers are viewing and buy items. This means companies are able to correctly market to groups of people or individuals so that they their marketing can be more effective. 

Pros of the WEKA software is that as well as it being free to use, it is accurate, and it specifically designed for this purpose. the WEKA software is made for companies to understand their customers better and understand the way in which people buy and browse for products. With this understanding, companies are able to make changes to the certain thinks within the business to make more sales. For example; Tesco could see that people buy certain items together through the clustering method and could then make changes within the store so that those items are nearer each other or next to items that the consumer would also like biased on the data gathered. 

Cons of WEKA are that although it is an accurate piece of software designed specifically for this purpose, it is a platform which may be hare for employees or some individuals to use as it isn’t the more user friendly that will be difficult for people to use if not trained on the software. 

Excel
‘’Microsoft Word is a word processing program designed to make it possible to create a variety of documents that will look the same between different computers and similar on the screen to how they appear on paper. It's used by businesses and individuals to write personal and professional letters, reports for work and school and to take notes on conversations and in seminars and classes. Because it's so widely used, many businesses appreciate that it's possible to send documents created in Word to clients, employees and other business associates without worrying about whether or not they'll be able to open them.’’ (Smallbusiness.chron.com, 2019)

Excel is widely used throughout business and companies and is a well know piece of software that most people understand and can use. It is a very user-friendly platform that many people have used through their lives and people will need little training for this type of software. 

Cons of using the excel software is that all the information has to be placed in manually and isn’t as an effective way of collecting data. It makes the gathering of data more of a difficult task for the individual or business and isn’t as effective overall. Excel is also a piece of software that needs to be purchases and isn’t free like WEKA which is a downside to the format. Using the excel software for data mining has disadvantage such as the lack of control and security, 

‘’Each time employees make changes manually in Excel, there is a risk of introducing errors and compromising accuracy. These mistakes are not only hard to locate further along the process but can also negatively affect the bottom line.’’ (McCormick, 2019)

These errors occurring within the business can have a massive effect on sales and the security within the company which could end up have detrimental effects to sales and even runs the risk of people’s personal data being leaked. 


‘’Fraudulent manipulations in company Excel files have already resulted in some million-pound losses.’’ (McCormick, 2019)

Choosing the right piece of software for your company or business can have a huge impact on the running of the services that it provides. The companies need to ensure that they are being safe with the data they’re collecting as it holds personal data of every individual to purchase from them or browse on their website. 

Conclusion
Data mining is an effective way of collecting data on the consumers of a business or establishment and through this data these companies are able to accurately market to individuals effectively. Everything anyone does online is monitored and makes the purchasing of items a much easier and more enjoyable experience. People are also buying more and more online as opposed to high street stores, making it easier to understand peoples purchasing habits and by companies collecting this data, they make it easier and more convenient for the consumer to buy products. Although data mining can seem like an invasive way of understanding the consumer, it is a win-win situation for the company or brand and the customer overall. 
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