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Four Essentials for Enabling  
Pattern-Based strategies
Predictive analytics and business rules top the 
list of enabling technologies for detecting and 
acting on leading indicators of change

Economic turmoil has brought widespread recognition that businesses must improve their ability  

to recognize and act on signs of change. More prescient, quicker action is needed at the macro level  

—companies can’t afford to be unprepared again for downturns. It’s also needed at the micro 

level—where the challenge is to more accurately forecast and treat changing customer behaviors.

But how do organizations consistently and reliably pull signs of change from our information-dense 

markets? How do they turn these insights into actions fast enough—that is, before the situation 

changes again?

This white paper:

 Identifies the essential capabilities necessary for implementing  •	

pattern-based strategies 

 Shows why empowering business experts to make rapid changes to  •	

operational decision-making processes is the key to success

 Describes how companies can be better prepared for future market and •	

economic change by tightening the feedback loop between operations 

and analytics
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FICO™ Blaze Advisor® business rules 
management system puts the means to make 
operational changes—tuned to emerging 
customer and market patterns—directly in the 
hands of business experts.
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How can businesses avoid being blindsided by changing market conditions and customer 

behaviors? How can they get ahead of developments and trends to take timely action that 

mitigates the negative and multiplies the positive impacts of change?

Recently published research by Gartner on “Pattern-Based Strategy” addresses the issue:

“The environment emerging from the recession 

demands an increased focus on detecting leading 

indicators of change, and on identifying and 

quantifying risk emerging from new patterns.”1   We 

are moving, according to Gartner, “from a world of 

‘sense and respond’ to one focused on ‘seek and act.’ ” 

In the same research report, Gartner states that “IT 

will be the primary enabler of seeking patterns and 

of... change of organizational patterns.” 

The four essentials

IT organizations can help their companies gain competitive advantage from pattern-based 

strategies by providing the underlying technologies that enable businesses to:

 1. Recognize business-significant patterns of change early. Predictive analytics are the 

key to identifying change faster. Analytic models “connect the dots” in the blizzard of data to 

recognize complex, subtle patterns indicative of change. They reveal early signs of changes 

when they are still invisible to the human eye and mind. They notice differences between 

customers and accounts that would otherwise appear similar.

 Efficiently adjust strategies to initial signs of change.2.  Knowing change is underway is 

valuable only if you can act on it. Companies need to be able to adjust their own patterns—

the strategies that drive their operational decisions—to correspond to these early signs of 

significant change in their markets and in the economy. The only way to do this fast enough 

in today’s dynamic environments is with business rules management, which puts the means 

to make operational changes directly in the hands of business experts.

 3. Accurately anticipate the results of strategy changes. To make changes with 

confidence, business experts need to be able to simulate the results in advance of 

implementation. Optimization (mathematical identification of the best strategy given all 

objectives and constraints) minimizes trial and error and improves results. 

 4. Measure outcomes, push performance…and prepare for more change. Business 

experts also need to know whether strategies implemented in production are performing 

as anticipated—and what to do to improve performance further. Systematic champion/

challenger testing—pitting the changed strategy against the current business-as-

usual strategy—is the most efficient, least risky way to try out new strategies in a live 

environment. Application architectures that create a tight feedback loop from operations 

back to analytics enable companies to continue to push performance by refining strategies 

in rapid champion/challenger iterations. Rapid-cycle testing also picks up early signs of 

subsequent changes in the business environment.

 Anticipating and Acting »

1 “Introducing Pattern-Based Strategy,” Gartner, Aug 7, 2009, Research #G00168553

“...we live in a world of patterns that can tell us what’s likely to 
happen and can help guide us on what to change as a result. 
Competitive advantage and survival are about recognizing and 
acting on these patterns before others.”

Gartner, Aug 09
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In the forward-looking business environment emerging from the recession, more and more 

companies, in an expanding range of industries, will adopt pattern-based strategies. Meanwhile, 

companies already using this approach will gain additional value by searching for new patterns (see 

sidebar “Searching for Patterns—Where Leaders Are Finding New Insight”), and increasing the speed 

with which they deploy new and updated models and strategies across their operations. 

Predictive models are statistical analytics that predict the likelihood of a customer behavior or other 

occurrence. They’re used widely in risk management (Is this credit card customer likely to become 

delinquent? Is this insurance applicant likely to result in losses?) and in fraud management (Is this 

transaction likely to be fraudulent?), but are applicable to a wide range of business requirements 

where subtle insights need to be pulled out of massive quantities of data. They are the best “early-

warning” system because they identify the future impact of sudden changes in data.

One of the reasons predictive models have not been used more extensively to date is the time and 

expense traditionally required to hand-code them into operational systems. Today, with the ability 

to rapidly deploy them, without recoding, directly into business-rules-driven processes (discussed 

further in the next section), this obstacle has been eliminated, and the ROI from model development 

is clearer and more compelling than ever. 

Predictive analytics that examine transaction data—models that recognize patterns in consumer 

transactions such as purchases, bill payments, insurance claims and customer service inquiries—

are particularly valuable for pattern-based strategies. Such transactions yield rich detail (what 

was purchased, when, where, for how much) for analysis. Models can also examine additional 

dimensions of time and space, such as changes in the velocity or elapsed time for certain types of 

behavior patterns. 

As a result, transactional analytics spot the first signs of changes not only in risk but in opportunity. 

Early indications of difficulty paying bills, for example, can enable a company to apply proactive 

treatments to avoid delinquency. Early indications of the purchase of a home can enable a company 

to offer appropriate goods and services before competitors.

As businesses look for faster ways to decode data patterns, they are adopting advanced 

technologies, such as genetic algorithms that automatically pull out characteristic variables from 

vast amounts of historical transaction data and test their predictiveness. Unlike traditional data 

mining, which requires predetermined variables, this technique can detect unknown variables 

driving emerging patterns.

1.   Recognize Business-
Significant Patterns of 
Change Early
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Searching for Patterns—Where Leaders Are Finding More Insights
in the credit industry—one of the seismic centers of disruptive change in the current economy—companies are expanding their use of 
pattern-based strategies to gain more insight into consumer behavior and sharpen operational decisions.

Searching for new patterns in the same data. Additional valuable 
leading indicators can sometimes be found simply by asking 
different questions. For example, the FICO® score and the new 
FICO® Credit Capacity Index™ both analyze credit bureau data. The 
risk score, however, is looking at patterns that answer the question: 
“Based on the current credit mix, is this consumer likely to become 
90+ days delinquent?” The capacity index is looking at other 
patterns to answer the question: “How likely is it that this consumer 
will be able to safely manage the debt if I offer them more?” 

Customers with similar credit risk scores may have very different 
capacities to handle additional amounts of debt. Independent 
testing shows that this type of additional insight can increase profits 
per scored account by $6-36 for existing accounts (through more 
precise credit line management decisions) and up to $4 for new 
accounts (by shifting exposure to higher capacity applicants).
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Searching across a wider range of data. Valuable customer 
behavioral patterns often extend across a company’s product lines 
and account lifecycle decision areas. Originations data and analytic 
outputs, for example, are extremely useful during the early-lifecycle 
period for separating first-party fraudsters from other delinquent 
accounts—and preventing them from wasting collections 
resources and skewing credit metrics. When combined, these two 
types of models detect much more first-party fraud and credit 
abuse than either model alone. FICO client results include: 30-50% 
reduction in first-party fraud, driving a 5%+ reduction in credit loss; 
$6-8 million in first-year savings.

 
Searching more deeply into detailed data. Transaction models 
analyze detailed data from purchase authorizations to spot rising 
risk and other developing behavior patterns. When used with 
traditional behavior models, they improve the accuracy and 
timeliness of risk predictions. In tests on several UK credit card 
portfolios, for example, early alerts by the FICO® Transaction Score 
identified £256 ($516) in preventable negative balance build per 
bad account.

Searching from macro to micro. Advanced users of analytics are 
exploring ways to improve performance by better understanding 
the relationships between patterns occurring at the macro level of 
economic trends and patterns of customer behavior occurring at 
the micro level of individual accounts. 

The FICO® Economic Impact Service scientifically predicts how 
macroeconomic trends may change odds-to-score relationships 
(likelihood of serious delinquencies for accounts within a particular 
score range).

  Scenario A:  Unemployment at 9.5 this quarter
  Scenario B:  GDP expected to grow by 2% next quarter
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When patterns indicating significant change are detected, companies must act swiftly to make 

corresponding operational changes that will mitigate the negative effects and amplify the 

positive effects on their business. The only way to do that efficiently and fast enough—before 

conditions change again—is with business rules management.

Business rules systems enable the logic (policies and other rules, calculations, thresholds, etc.) 

that drives operational decisions to be managed independently of other software code in 

formats (tables, decision trees, scorecards, etc.) that make it accessible to business users. 

Whether rules technology is deployed as 

a component of a specific application or 

as a decision service called by multiple 

applications, it eliminates the need for IT to 

hand-code decision logic modifications. As 

a result, making an operational change that 

would have traditionally required weeks 

can be accomplished by business users 

themselves in days or hours. And it’s done 

without recompiling software, disrupting 

production operations or compromising 

quality control processes.

FICO™ Blaze Advisor® business rules 

management system, the industry leader, 

accelerates operational adjustments by 

enabling predictive models to be imported 

directly into rules-driven strategies, without 

the recoding traditionally required. It’s the 

first business rules management system 

(BRMS) to support PMML (Predictive  

Model Markup Language), a widely used 

industry standard within the analytic 

modeling community. 

After import, models can continue to be 

viewed and modified. Rule developers may 

need to make modifications to map the 

model to the data as it is represented in 

production. Business users may want to make 

minor adjustments to the weights of a model 

without having to export and re-import it.

» Traditional technique
• Document model
• Ask IT to recode
• Lengthy testing

» How many € £ $ lost per day? 
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Figure 1: Speeding up operational adjustments to changing conditions
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The old way took months:

The new way takes just days or even hours:

2.   Efficiently Adjust 
Strategies to Initial 
Signs of Change
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Figure 2:  The simulation advantage

Simulation tools enable business users to rapidly try various strategies
and compare their results side by side:

Tier 1

Baseline Strategy
Uses production policy underwriting rules

Updated Strategy
Uses updated policy underwriting rules

Tier 1

Tier 2 Tier 2

Tier 3

Tier 3

Tier 4

Value Tier Count Percent

Tier 1 7000 38.89%

Tier 2 7000 38.89%

Tier 3 4000 22.22%

Total 18000 100.00%

Value Tier Count Percent

Tier 1 7000 38.89%

Tier 2 7000 38.89%

Tier 3 1000 5.56%

Tier 4 3000 16.67%

Total 18000 100.00%

3.   Accurately Anticipate 
the Results of 
Strategy Changes

To increase speed and productivity, rules management tools should help business users quickly 

zero in on just those places needing attention, no matter how large and complex the rule service or 

how many predictive models it contains. Business users can also minimize elapsed time and errors 

through the auto-completion of rule syntax, auto-highlighting of differences between rule services 

or change versions, rule verification (Are there gaps, overlaps or inconsistencies?) and validation (Are 

rules behaving as expected using test data?).

One of the major reasons for businesses reacting slowly to change is uncertainty over the possible 

outcome of modifying their policies. Today, companies can act sooner with greater confidence 

because business users can employ simulation tools to run historical data through the proposed 

modified ruleset, including imported models, and analyze the probable business impact. They can 

also rapidly test alternatives and tweaks to select the strategy that produces the best simulated 

outcome.

For example, in the insurance industry, business 

users could employ simulation to make sure that, 

in changing an underwriting rule, they aren’t 

inadvertently skewing the distribution of tier 

assignments. On the other hand, they could probe 

the upside of change by rapidly comparing dozens of 

slight rule variations.

Another way for companies to increase their 

confidence that they are taking the right actions 

is through strategy optimization. Optimization 

mathematically identifies the best decision strategy 

for achieving a particular business goal given multiple 

(even opposing) objectives and constraints. 

The underpinning for identification and understand-

ing of the optimized strategy is decision modeling. 

It maps the relationships (very complex patterns!) 

between numerous inputs, including the outputs of 

multiple predictive models, possible actions by the 

business and likely reactions by customers.
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Optimization is critical for dynamic business environments because it enables companies detecting 

significant patterns of change to start making decisions that are optimal for the new business 

situation sooner—before conditions change. Given the pace of change today, conventional trial-

and-error testing is too slow and unfocused to drive high performance. Even companies employing 

experimental design (methodologies that yield 

more learning from fewer tests), may always be 

approaching but never arriving at optimal. 

Moreover, the search for optimal may entail a 

substantial opportunity cost. Businesses may 

be missing out on revenue, spending too much 

and/or suffering unnecessary losses every day 

they employ suboptimal strategies. Optimization 

reduces this hidden cost because it enables 

companies to make optimal decisions—and 

therefore operate at a higher level of 

performance—for more of the time. 

Time-to-optimal is further compressed 

by deploying strategies via business rules 

management. With the Blaze Advisor system, 

optimized strategies can be implemented as  

rules and immediately rolled out across channels 

and to virtually any operating environment.

While simulation and optimization tell managers what to expect from their adjusted strategies, 

production testing confirms that the changes are meeting these expectations. It also yields data for 

subsequent rapid iterations of strategy refinement, pushing performance to higher levels. 

Business rules systems should include a strong framework of tools enabling business users to 

perform systematic champion/challenger testing, including across multiple channels. This involves 

applying the adjusted strategy (“the challenger”) to a small, randomly selected population sample, 

then comparing the results to those of the current business-as-usual strategy (“the champion”). 

If the challenger proves superior, business users should be able to promote it to champion status by 

rolling it out to the larger population. Such rollouts—whether they consist of a simple adjustment 

to a scoring threshold or the deployment of a newly optimized strategy—should be “push-button” 

quick and easy.

Rollout of a new champion is not the end of the process. In dynamic business environments, it’s 

important to continue with regular, systematic champion/challenger testing. Where strategies have 

not been optimized, continued testing enables companies to move toward optimal operating 

points in an incremental fashion. Even with optimization, continued testing is essential, since it 

reveals when markets and economics are shifting enough to move the optimal operating point—in 

other words, when what was an optimal strategy no longer is.

Figure 3:  Optimizing decision strategies
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4.   Measure Outcomes, 
Push Performance...
and Prepare for More 
Change
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Businesses have been exhorted for decades to become more change-ready, and many have made 

significant strides to make their processes and IT architectures more flexible and responsive. But in 

the post-recession era, top-performers are shifting from reactive to proactive management. 

To make this transition, companies must be able to detect patterns indicative of change emerging 

in customer behavior and the business environment. When the developing change is of significance 

to the business, they need to be able to implement pattern-based strategies that mitigate or 

amplify the effects of it on their operations. The benefits of acting inside of traditional management 

cycles—and inside of the reaction times of less agile competitors—will be measured on both sides 

of the balance sheet and across the customer lifecycle.

Many companies are already using, in some areas, the essential enabling technologies for pattern-

based strategies: predictive analytics, business rules management, simulation, optimization and  

a tight feedback loop from operations back to analytics. To support this new level of performance 

based on anticipation and early action, they must now extend these enablers widely across  

their operations. 

Learn more:
Watch the webinar •	 “An Introduction to Predictive Analytics for Business Rule Developers” 

Download a •	 trial version of the FICO™ Blaze Advisor® business rules management system

Conclusion »

https://www.livemeeting.com/cc/fairisaac/view?id=0819091
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