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Stacey, 

here are the questions you sent:

1. how has data mining changed over the last 5 years?  What are some of the capabilities they have now?  What are some of the capabilities that are developing?  

2. how is this changing the relationship between consumers and companies?

3. what are some of the possibilities data mining opens up for companies?  What can they do with it?

4. What does this mean for the business of data mining?

5. Why should we embrace data mining?  (after all, it does seem a little Big Brother!)

I have broken them into smaller parts to get them across from China, and slightly changed them (I did not quite know what you meant to ask with Question 4, that became letter H”.)

In any case, in the word document, each of page corresponds to one audio file’s transcript with rough timestamps. The files are in http://weigend.com/files/audio/forMarketplace 
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I surely missed things from our phone conversation that you wanted. Just shoot over a quick email with the question or sub-topic and rough location in the conversation, and I will grab it for you and send it over.

Simply call with any questions! 

Andreas

PS: Please thank to Jeff and Charleton again for their help!

FILE AR09_002730
A. How has data mining changed over the last five years?

0:00:08
The progress in data mining over the last five years has been less in the mining aspect and much more in the data aspect of data mining.  Five years ago we produced less than 10% of the data each day from what we create now, but it's not just the quantity of the data that matters.  It is that the data now have very different qualities from before.  0:00:36
0:00:38
Let's take for example mobile phones; today, there are hundreds of millions of mobile phones that have a GPS device embedded in them, mobile phones that wherever you are, know your location.  Five years ago, there were hardly any phones with GPS. So the question is what can we do with such data?  It is less about mining them in order to get actionable insights as we had hoped for a decade ago.  It is much more helping people who carry those devices that create those data make better decisions.  0:01:32
0:01:34
Let me give you an example.  I'm on the board of the San Francisco-based dating site Skout.com, spelled with a "k".  We help people find people of their desired gender, age, ethnicity, etc., who they might want to hook up with.  Now, it is not that there's lots of data mining going on, but it is creating an app which is close to the data people knowingly and willingly share about themselves, as well about their interests.  That helps them make better decisions about who to have a cup of coffee with or not.  So that is just one example of helping people make better decisions, based on data which we now have. 
FILE BR09_0032
B. So what do businesses do with such data?

0:00:09
From a business perspective, my location data -- my latitude, my longitude -- is actually not all that interesting.  What is interesting is the place where I am, what people do at the place, and maybe knowing what I do at the place. And more interesting even is knowing what I want to do at that place. 

0:00:37
So as data mining tended to focus on data in the past, helping people make better decisions actually focuses on the future.  

FILE CR09_0034
C. So what is the impact of that on companies?

0:00:05
Traditionally in a world where creating data and sharing data was expensive, companies focused all of their energy of getting as much information from the consumer as possible, just in case it might be useful at some day.  That game has dramatically changed. 0:00:30
0:00:31
Creating data and sharing data is essentially free.  Now those companies will succeed that create incentives for people to create and share those data with the company. 0:00:46
0:00:47
So for example, if I'm at a certain location, and the company makes it trivially easy for me to share my interests, my intentions with them, and then plays in a positive way towards that interest, that is something which wasn't really possible beforehand at the same ease.  So in this case, we have a combination of implicitly generated data, namely my location, and actively contributed data, namely my annotating the location or my sharing in a search box for instance my desires. It is that combination which will make companies successful and that combination wasn't possible a few years ago. 0:01:35
FILE DR09_0037
D. How do companies look at such data?
0:00:07
Traditionally, companies knew transaction data. They knew how many latte macchiatos were sold at this location of that coffee shop.  They didn't really know who they were sold to.  They didn't have persistent history of understanding that the same customer coming day after day, ordering his latte macchiato.  0:00:35
0:00:36
Compare that past to the present, where the company could very well know who the person is based for instance on his mobile phone's ID, and could provide a very different service, like have the coffee ready before the customer even orders it.  0:00:55
0:00:57
So, people now are about to expect very different kinds of services in exchange to the data that they're sharing with companies.  So if I share with a company, with a coffee shop at the corner that I'm going to be there in five minutes, I'm in a hurry, and I just wanted to pick up a cup of coffee before driving to Stanford, that coffee better be ready exactly the way I want it.  Otherwise, why should I share that information? 

FILE ER09_00394541
E. But is it worth to collect such data?  What are the costs involved?

0:00:11
Let's look at the costs that are involved in collecting such data.  And let's look at it both from the perspective of the company and from the perspective of the consumer.  The cost for the company to collect such data is essentially zero.  It is free to store stuff.  Companies that haven't realized this better realize this now; storage is free.

If you think about the mobile phones as sensors, you realize that the creation of data is essentially is also free.  So where is the cost?  The cost is the consumer attention to annotate those data.  

For example, I went to a wonderful restaurant here last night and had a great bottle of wine with a friend.  It is easy to know where the restaurant was based on the geolocation.  Snatching a picture of the label of that bottle of wine is not hard either.  The cost is the cost of actually doing it and of annotating, of writing a few words somewhere that remind me next time I'm thinking about a similar wine, that that actually, with this specific year, was a wine I really liked.  

So the most valuable data is the data that people add, annotation data.  Sometimes we say META data, data about data that we knowingly and willingly create primarily for ourselves, but are happy to share with companies, with our friends, and potentially even with the world, by broadcasting them on services such as Twitter or on Facebook. 

So it really is less the mining of often dead data that are sitting in some tomb somewhere than encouraging people to knowingly and willingly create and annotate and share data about their likes and their dislikes; and then helping them down the road make better decisions, based on the data they shared.

So those companies that make it easy for people to annotate their life stream, whether it is places you visit, friends you see, food you eat, and then help you make better decisions based on the data you provided, both the implicit data – the automatic collected data, and the explicitly data – those companies will be the ones that fully will benefit from what we call the Social Data Revolution. 
FILE FR09_0045

F. How is this changing the relationship between consumers and companies?

0:00:09
Traditionally in marketing, some people in the company or some creative agency carefully crafts some message and then relentlessly pushes that message out to the consumer.  The mass consumer actually is a creation of mass media, and the key assumption there is that it's very cheap to supposedly reach the consumer, yet very expensive for the consumer to reach back to the company. 0:00:42
0:00:43
Companies now can know much more about a consumer than just the record of his transactions and just the record of what he bought.  They can get a glimpse of the decision-making process the consumer went through on their site, for instance in e-business, that finally led to that transaction. 
That model assumed that the customer goes to the company's website.  What has changed in the last few years is that people often knowingly and willingly share with the world on where they are, what they are doing.  Think Twitter as one of the examples.  So companies now have the possibility to go to where the customer actually is, to catch the customer in a situation when he or she is thinking about making a decision about a certain item.  

0:01:50
Let me give you an example.  BestBuy empowered the people in their call center to look at what potential customers are saying on Twitter about BestBuy, or about products BestBuy is selling, or about BestBuy's competitors, or products BestBuy's competitors are selling.  So let's say I just bought a router for my computer and I don't get the router to work. 
0:02:20

So now let's assume I tweet about my problem with that router, and just tell the world that I'm unhappy about it because I don't manage to get it to work.  Someone at BestBuy might be seeing my tweet, and she's empowered to contact me and say "Hey, we can actually help you here solve that problem.  We can send somebody over from GeekSquad to fix the router, and by the way; we might be able to give you a discount for your next BestBuy purchase down the road."  

You see, this dramatic difference between creating a message and relentlessly pushing it out to the world, to actually finding where people are with a certain problem, and then in a very targeted way helping them solve that problem they have at that moment. 

0:03:16
Companies that understand that helping people make the right decision, in a given situation, in the situation they are in, in two-way communication, in bi-directional communication, those are the companies that understand that the relationship between the consumer and the company has changed.  0:03:39
FILE GR09_0054
G. What are some of the possibilities data mining opens up for companies?  What can they do with it?
0:00:14
Data mining allows companies to have a relentless customer focus, unprecedented from before when they didn't know such rich amounts of data about what their customers do, how they make decisions, and what they want and what they don't want, actually.  I often think most people don't know what they want.  Most people don't know what the company actually has to offer to them.  And most people don't even know, even if they knew what the company offered, what ultimately will be coming, what the product really will be like. 
0:00:48
So companies have enormous opportunities by looking at the data of individual customers, for instance looking at what searches they perform, to genuinely help them find things they are interested in, discover things they might not even know about, and make better decisions for themselves than in a mass targeting about a certain ad which is pushing the latest product. 
0:01:19
Many companies have that vague suspicion that the data they have of their customers must be worth something.  But they treat it as a one-sided mirror that they can see what the customer is doing but they're not happy for the customer to also see what they see about him.  
Let me give you an example.  Last month on an international connection on a flight, I missed the connecting flight because my incoming flight was a few hours late.  I go to the lounge; I show my boarding pass to the lady, she brings up my record.  I then sort of turn around a little bit and want to look at the monitor to see what my options were.  And she looks at me, turns away from monitor and says "You can't look at your data."  And I said "What are you talking about, I mean, I paid for that ticket.  Let's solve the problem together.  How do I get out of here to where I want to be?"  But that deep grained, "let's protect the data we have about you as a customer and not have you look at what we know about you," that I think is slowly but surely coming to an end.
FILE HR09_0060 (Stacey, not particularly clear what you intended with your question)
H. What does this mean for the business of data mining?

0:00:09
The business implications of data mining are not primarily for the companies that provide software to do the data mining.  The business implications are for those companies that use data mining in order to change their own decisions and how they treat customers, what they offer to customers, how they change their products, how they price products. 0:00:31
0:00:32
Karl Marx said 150 years ago that “the philosophers have only interpreted the world.  The point is to change it.”  So it really is not the actionable insight some data mining product gives to you, but it's the actions you take based on the data that you have. 0:00:53

FILE IR09_0064

I. Can you think about an example of a vertical for a business that has changed based on the capabilities of data mining?
0:00:13
Let's look at auto insurance.  
Right now most car insurance companies, often also for legal reasons, can't use very rich sets of information about the user.  So for instance ethnicity might not even be allowed as a variable into the model which they build for the premium. 0:01:17
0:01:18
However, if we think about it, our driving behavior is a very, very good indicator about our probability of having an accident.  For example, as I'm driving on 101 and want to look up that number of my friend… if I knew that my premium would go up by a few cents every time I look up a number or I text somebody, how would that change my behavior?  So as we have much richer data sources about what we are doing as we are driving, beyond just GPS data telling us how fast we are driving, can we come up with better ways, with fairer ways of pricing risk and ultimately also of reducing risk?  
0:01:27

Similarly, for health insurance. We of course all know that exercising more and eating less is a good thing.  But how can we by creating and sharing data with our friends, with the world at large; how can we actually have healthier lives?  And how would insurance companies encourage such behavior? 
0:01:57
Whether it's car insurance or health insurance, these are just examples.  In the bigger picture, you change the behavior of people, hopefully to the better, by giving them feedback in real time.  As we instrument the world, as we instrument ourselves – that means as we use the sensors which we have, the detectors which we have, as we use our mobile phone for instance that can tell us whether the quality of our voice tells us that we're happy or whether we are depressed, whether we got enough sleep or not, etc.  With all these sensors around us, we can actually give people feedback about their behavior and help them change their behavior, such that it's better for themselves, and ultimately better for society. 

FILE JR09_0071
J. Can you explain one of one of key ideas in your teaching?
I've been teaching data mining at Stanford for many years.  And it's interesting to reflect on how the goals of my course have changed.  Initially, it was trying to help students understand the fine tuning of algorithms, to drench out the last bit of information from the data somebody might be handing to them.  0:00:36
Now, it is much more having them understand that there are lots of data sources out there where people actually knowingly and willingly share with companies what they're interested in.  

0:00:48

Here's a simple example.  The search box on a website, people enter manually, from their keyboard, what they are interested in at that moment.  Why do they do it?  Because they expect that the site will actually exhibit a behavior that is towards the answer to the question which they have.  
0:01:14
So that principle, that people knowingly and willingly share data, in this case with a company, in other cases their friends, or even with the world; people share data in order to get something back on the time scale of a few seconds.  That shows you the new mindset of how companies should adopt to looking at the data sources where people, in real time, are more than happy to share with the company what they're interested in. 

FILE KR09_075

K. Why should we embrace data mining?  After all, it does seem a little like "Big Brother".

It is important that individuals, that members of society learn and understand the tradeoffs they are making by sharing data with companies, by sharing data with their friends, by sharing data with the world.  0:00:22
Here's a question for you.  Would you hire somebody who doesn't have a Facebook profile?  Isn't that weird if somebody actually doesn't have a history which you can look at?  0:00:36
Social norms are evolving fast.  And if you take the long perspective here you could say that maybe privacy was just a blip in history.  It started with modernity when people moved to cities, where they had places to hide.  And it ended with the Internet, when basically there was no place to hide left. 0:01:08
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