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BOOK: 
Predictive Analytics: The Power to Predict Who Will Click, Buy, Lie, or Die 

www.thepredictionbook.com 
 
CONFERENCE: 

Predictive Analytics World 

San Francisco, Chicago, Boston, Washington DC, Toronto, Berlin, and London 

www.predictiveanalyticsworld.com 

 

ONLINE PORTAL AND NEWS SITE: 

Predictive Analytics Times 

www.predictiveanalyticstimes.com 

 

CONFERENCE: 

Text Analytics World 

San Francisco and Boston 

www.textanalyticsworld.com 
 

Online training: 

“Predictive Analytics Applied" - View it on-demand 
www.businessprediction.com 
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Marketing (along with credit risk) is the foundational business application of 

predictive analytics. 
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The concept of risk applies in: 

- insurance 

- financial credit 

- health 

- and even marketing 
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I am an individual patient, and an individual insurance policyholder. Risk effects 

all parties involved. 

 



Insured “office workers” 
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"Discussion with State Farm's Eric Webster: Insurance and Data Mining," 

Gregory Piatetsky, Ph.D., KDNuggets. 

http://www.kdnuggets.com/news/2009/n08/3i.html 
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Also: http://www.prnewswire.com/news-releases/deloitte-poll-37-percent-of-

companies-report-having-no-consistent-risk-data-mining-reporting-and-analysis-

116644679.html 
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For the story on exactly how Obama’s campaign used predictive analytics in 

2012: 

 

http://bigthink.com/experts-corner/team-obama-mastered-the-science-of-mass-

persuasion-and-won 

 

http://www.predictiveanalyticsworld.com/patimes/obama/ 
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Predictive modeling learns from data in order to generate a predictive model. For 

details on how this work see Chapter 4 of the book "Predictive Analytics: The 

Power to Predict Who Will Click, Buy, Lie, or Die" 

(http://www.thepredictionbook.com). 
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A predictive model generates a predictive score for an individual. For details on 

how this work see Chapters 1 and 4 of the book "Predictive Analytics: The Power 

to Predict Who Will Click, Buy, Lie, or Die" 

(http://www.thepredictionbook.com). 
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Marketing targets an individual predicted as likely to buy. For details on how this 

work see the Introduction and Chapter 1 of the book "Predictive Analytics: The 

Power to Predict Who Will Click, Buy, Lie, or Die" 

(http://www.thepredictionbook.com). 
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Is prediction an audacious goal? Isn't prediction impossible? For details on how 

why predictive analytics predicts well enough, see the Introduction and Chapter 

1 of the book "Predictive Analytics: The Power to Predict Who Will Click, Buy, 

Lie, or Die" (http://www.thepredictionbook.com). 
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A crummy predictive model delivers big value. It’s like a skunk with bling. 

 

Simple arithmetic shows the bottom line profit of direct mail, both in general and 

then improved by predictively targeting (and only contacting 25% of the list). 

The less simple part is how the predictive scores are generated for each 

individual in order to determine exactly who belongs in that 25%. For details on 

how this work see Chapter 1 of the book "Predictive Analytics: The Power to 

Predict Who Will Click, Buy, Lie, or Die" (http://www.thepredictionbook.com). 



Put another way, predicting better than guessing is often sufficient to generate 

great value by rendering operations more efficient and effective. For details on 

how this works, see the Introduction and Chapter 1 of the book "Predictive 

Analytics: The Power to Predict Who Will Click, Buy, Lie, or Die" 

(http://www.thepredictionbook.com). 
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Each row of training data corresponds to one individual – first the individual’s 

facts and figures are listed (predictor variables, aka independent variables), and 

then the target variable (aka dependent variable) – ie, the thing you’re trying to 

predict – is listed. 

 

A table of such rows composes the training data, on which predictive modeling 

operates. 
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Urban myth to some, but based on reported results: 

http://www.dssresources.com/newsletters/66.php 
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Online conversion to paying membership, by email domain.  Customers who sign up 

with "Hotmail" and "Yahoo" email accounts are far less likely (20 - 25% as likely) to 

convert to a paid subscription than users with email addresses that may be more 

"permanent," such as ".net" or "EarthLink" email addresses. This insight speaks directly 

to business strategy, such as employing incentives for customers to provide permanent 

email addresses, or partnering with certain email service providers. 



Candian Tire example, from "What Does Your Credit-Card Company Know 

About You?" New York Times, May 12, 2009. 

http://www.nytimes.com/2009/05/17/magazine/17credit-t.html 
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Correlation does not entail causation. For more information, see Chapter 3 of the 

book "Predictive Analytics: The Power to Predict Who Will Click, Buy, Lie, or 

Die" (http://www.thepredictionbook.com). 
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...and many more, such as Cox Communications, FedEx, Sprint, etc. - see the 

book "Predictive Analytics" (www.thepredictionbook) for many case studies, 

including a central compendium of 147 mini-case studies, of which 37 are 

examples in marketing applications of predictive analytics. 

 

 

PREMIER Bankcard also lowered delinquency to increase net by over $10 

million 

 

More information about First Tennessee Bank and other case studies are available 

at http://tinyurl.com/PAExamples 

 

Dan Marks, First Tennessee Bank, "First Tennessee Bank: Analytics Drives 

Higher ROI from Marketing Programs," IBM.com, March 9, 2011. 

www.ibm.com/smarterplanet/us/en/leadership/firsttenbank/assets/pdf/IBM-

firstTennBank.pdf 

 

42 



43 



44 



45 



http://uk.smartgridupdate.com/fc_fcbi1lz/lz.aspx?p1=056892S4006&CC=&p=1

&cID=0&cValue=1 
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As Janet Jackson asked, "What have you done for me lately?" 
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Much higher than the overall average of 9.4% prepayment rate. 
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Leading international commercial lines insurance provider: This was from a case 

study at a conference presentation; however, the insurance company later 

rescinded authorization to be named in connection with this example. Here is a 

reference on the general principle that predictive modeling improves upon 

standard actuarial methods: Guillaume Briere-Giroux, FSA, MAAA, CFA, 

"Predictive Modeling Applied to Variable Annuity Lapse Rates," Predictive 

Modeling for Variable Annuities. 

www.claudepenland.com/2011/02/12/predictivemodeling-applied-to-variable-

annuity-lapse-rates/. 

 

Allstate: With a predictive modeling competition in 2012, tripled the accuracy of 

predicting bodily injury liability based solely on the characteristics of the insured 

vehicle. This could be worth an estimated $40 million annually to the company -- 

Kaggle, Allstate, "Predicting Liability for Injury from Car Accidents," 

Competition, April 13, 2012. www.kaggle.com/host/casestudies/allstate. Here is 

how the $40 million estimate is derived. Allstate's 2010 annual report puts bodily 

injury claims at roughly $1.6 billion. Industry insiders suggest 20 percent of 

bodily injury claims actuarially relate to vehicle. If we assume that a 1 percent 

improvement in error rate impacts claims costs by 0.25 percent, even just 

doubling the accuracy comes to a $40 million savings. See also 

www.iihs.org/research/hldi/fact_sheets/BodilyInjury_0911.pdf. 

 

Accident Fund Insurance: Ascertains secondary medical conditions (such as 

obesity and diabetes) from written workers' compensation claim notes. These 

conditions are predictive of which injuries will be high-cost so that, for example, 

insured workers may be targeted for preventive measures -- Zubair Shams, 
57 



See also: http://www.abbottanalytics.com/data-mining-case-study-1.php 

 



Progressive Insurance Special Investigative Unit Report from the National 

Insurance Crime Bureau (NICB). www.progressiveagent.com/claims/special-

investigations-unit.aspx. 
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James Taylor, JT on EDM, "Putting Predictive Analytics to Work at Infinity 

Insurance," DecisionManagementSolutions.com, September 15, 2009. 

http://jtonedm.com/2009/09/15/putting-predictive-analytics-to-work-at-infinity-

insurance/ 

 

James Taylor, "Putting Predictive Analytics to Work," Predictive Analytics World 

Washington, DC, Conference, October 19, 2009, Washington, DC. 

www.predictiveanaly ticsworld.com/dc/2009/agenda.php#day1•¶.5 
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More on mortality prediction: 

 

Solo rockers die younger than those in bands. Although all rock stars face higher 

risk, solo rock stars suffer twice the risk of early death as rock band members. 

This may be due to the fact that band members benefit from peer support and 

solo artists exhibit even riskier behavior (factoid courtesy of public health offices 

in the UK). 

 

Men on the Titanic faced much greater risk than women. A woman on the Titanic 

was almost four times as likely to survive as a man. Most men died and most 

women lived. This may be due to the fact that priority for access to life boats was 

given to women. 
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For more details, see the article, "Deathwatch: Five Reasons Organizations 

Predict When You Will Die": 

http://www.predictiveanalyticsworld.com/patimes/deathwatch-five-reasons-

organizations-predict-when-you-will-die/ 

 

Safety institutes: e.g., aviation accident mortality. 

 

According to an industry poll, a growing number of life insurance companies go 

beyond conventional actuarial tables and employ predictive technology to 

establish mortality risk. They calculate when you are going to die. 

 

This Atlantic article about gun violence prediction proposes a database that 

would lead the way to predicting offenses, including random killing sprees 

related to mental illness: 

http://www.theatlantic.com/politics/archive/2012/12/how-big-data-can-solve-

americas-gun-problem/266633/ 

 

... and is there prediction after death? It turns out that death is not the final event 

to be predicted for a life. The Chicago Police Department predicts whether a 

murder can be solved. The department found that characteristics of a homicide 

and its victim help predict whether the crime will be solvable. 
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Beyond life insurance, one top-five health insurance company predicts the 

likelihood that elderly insurance policy holders will pass away within 18 months, 

based on clinical markers in the insured's recent medical claims. 

 

For more details, see the article, "Deathwatch: Five Reasons Organizations 

Predict When You Will Die": 

http://www.predictiveanalyticsworld.com/patimes/deathwatch-five-reasons-

organizations-predict-when-you-will-die/ 

 

... and is there prediction after death? It turns out that death is not the final event 

to be predicted for a life. The Chicago Police Department predicts whether a 

murder can be solved. The department found that characteristics of a homicide 

and its victim help predict whether the crime will be solvable. 
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http://www.predictiveanalyticsworld.com/toronto/2014/agenda.php#day1-1125a 

 

More information about Predictive Analytics World: www.pawcon.com 
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http://www.predictiveanalyticsworld.com/toronto/2014/agenda.php#day2-215 

 

More information about Predictive Analytics World: www.pawcon.com 
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http://www.predictiveanalyticsworld.com/chicago/2014/agenda.php#day1-445a 

 

More information about Predictive Analytics World: www.pawcon.com 
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http://www.predictiveanalyticsworld.com/chicago/2014/agenda.php#day1-510a 

 

More information about Predictive Analytics World: www.pawcon.com 
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More information about Predictive Analytics World: www.pawcon.com 
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http://www.predictiveanalyticsworld.com/sanfrancisco/2014/agenda.php#day2-

415b 

 

More information about Predictive Analytics World: www.pawcon.com 
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