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Marketing strategy and product development using Bayesian networks
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Abstract:

In order to make rational marketing strategy and product development, quantitative prediction about each strategy is necessary. Now a
days, neural networks and graphical models are applied to marketing research. Neural networks have data fitting and prediction ability but
not explicit explanation ability. Most graphical models like structural equation modeling assume linearity and Gaussian property, so
marketing data including non-linear relationship may not be handled well by these conventional modeling methods. We propose the
method using Bayesian networks which can model non-linear and structural relationship for marketing and product development.
Evaluation structure for 9 ice creams is modeled by Bayesian network software BayoNet with questionnaire data taken from 126 students
in Kagawa Nutrition University. After constructing the model, we can apply probabilistic reasoning algorithms of Bayesian network to
predict a customer’s response according to changing components of products, occasion and target customer category. Optimal marketing
strategy and optimal product recommendation are also realized by our framework. In this paper, we show the result of proposed method

with some marketing scenarios using a probabilistic reasoning algorithm, loopy BP.
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