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Abstract

In this research, a comparison study of various clustering and dimension reduction methods
that were applied to diverse types of rating data coding is performed. A simulation study is con-
ducted to investigate the efficacy of these methods by controlling different parameters to identify
the most optimal performing method under distinct circumstances. The clustering methods were
classified into three categories, namely, full-dimensional clustering, successive dimension reduc-
tion and clustering, and simultaneous dimension reduction and clustering. The data coding was
categorised into three types, namely, raw data, doubled data, and categorical data. The findings
revealed that, in the presence of noise, the best performing method was a simultaneous dimension
reduction and clustering approach. This method is called doubled reduced K-means. However,
when the data set lacked noise, the full-dimensional clustering method, K-means, emerged as
the most effective approach. The research is concluded by implementing the reduced K-means
method, which was found to be the best-performing approach, on a real-world data set to show-

case the visualisation of the results.
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1 Introduction

In the marketing field, the utilisation of customer data is becoming more and more popular, because
it provides valuable insights into customer behaviour, which can be of great value to companies.
One of the most commonly used types of data in this field is rating data, which is obtained by
having customers rate products or services on a specified point scale. The use of rating data enables
companies to personalise their advertisements by comparing customers with similar preferences
to each other, potentially leading to increased revenue. For example, consider a customer who
frequently orders takeaway food and is prompted to rate their satisfaction on a scale of 1 to 5 after
each delivery. By collecting and analysing this data, a preference profile can be constructed for
each customer, highlighting the types of food they prefer. By comparing preference profiles across
different customers, it is hereby made possible to identify which customers have similar preferences,
allowing for more targeted advertising. For instance, if one customer with a certain preference
profile rates a new type of food highly, it is likely that other customers with similar preference
profiles also enjoy that type of food.

As the number of customers increases, the difficulty of directly comparing all customers goes up.
One method to address this challenge is by utilising clustering methods, which group observations
based on their similarity across variables. This approach allows for the identification of groups of
customers with similar preferences and distinct preferences relative to other groups. When a new
customer is introduced, they can be compared to the various customer clusters and targeted with
products or services preferred by the group they are most similar to.

The ever-growing use of data also means that data sets are growing in size and complexity, with
both the number of observations and variables increasing significantly. This presents challenges
when applying clustering methods to high-dimensional data. To address this issue, reducing the
number of variables in the data set is often necessary. One approach could be to manually select a
subset of variables that are deemed representative and discard the remaining variables. However,
this can limit the usefulness of the data, as all observations may contain useful information. Thus,
there is need for methods that can improve the interpretability of large, high-dimensional data sets
while still preserving the relevant information.

Principal component analysis (PCA) is a method used to increase the interpretability of high-
dimensional data sets. PCA aims to reduce the number of dimensions, or variables. This results
in a smaller number of new variables being created, which are a linear combinations of the original
variables. The goal here is to maximise the amount of information retained in the data while
minimising the loss of information due to dimensionality reduction. This approach can improve the
interpretability of the data while preserving the key information contained in the original data set.

The combination of PCA and the previously discussed clustering methods can aid in discovering
structure within complex and difficult to interpret high-dimensional data sets. One approach is
to apply these methods sequentially, with PCA performed prior to a cluster analysis. However,

alternative methods have been developed that combine the two approaches in a single approach,



such as reduced or factorial K-means. This is because the sequential application of PCA and
cluster analysis optimises two distinct objective function, which can result in sub-optimal outcomes
in certain cases. By integrating the objectives of both methods, a more balanced and effective
approach is achieved.

The suitability of a particular clustering analysis given a data set is not solely determined by
the dimensionality of the data, but it is also influenced by other characteristics of the data, such
as: the variance of the variables, the correlation between variables, the presence of noise, and the
degree of overlap in the rating distribution among different variables. Consequently, selecting an
appropriate clustering method for a given data set can be a complex task. In this research, we aim
to evaluate and compare the performance of various clustering methods on rating data and identify
the method that is most effective in specific situations. The research question guiding this research

is as follows:

How do different methods of cluster analyses combined with dimension reduction perform

when applied on rating data?

The remainder of this thesis is structured as follows: In Section 2, we discuss previously done
research on this topic. In Section 3, we outline the various methods employed to conduct this
research. Section 4 details the simulation study that was performed to compare the performance of
the different methods. Section 5 provides an illustrative example of the different methods applied
to a real-world dataset. Finally, in Section 6, we present a summary of our findings and offer

suggestions for future research in this area.

2 Literature Review

A significant amount of research has been devoted to exploring techniques that cluster rating data
sets and reduce the number of dimensions of these data sets. In this section, a review and comparison

of existing studies on this topic is presented.

2.1 Coding of rating data

As discussed in the Introduction, there are many useful methods that can help interpreter and
summarise large data sets. This research focuses mainly on rating data. However, this does not
mean that all the analyses are performed on the raw rating data. Researches have introduced many

methods for coding this data, and some are discussed here.

2.1.1 Rating data

Rating data is a type of data that enables respondents to give a rating value to a certain statement.
It allows the respondents to show preferences. Harpe (2015) discusses one of the main issues

raised when analysing rating scale data: are rating scale data ordinal or interval? This question



arises when looking at the nature of rating data. One criticism is that the distance between two
subsequent categories is assumed to be equal. If the rating data is interval, this property would be
automatically assumed due to the nature of an interval variable. Ordinal variables do not assume
a distance between variables, but only the fact that one variable has a “higher” ranking than the
other. Thus, ordinal variables do not assume that the distance between the categories are similar.
Why this difference is of importance, is because not all statistical analyses that are used on interval
data can be used on ordinal data. A simple example is the calculation of the mean statistic, which
is a statistic used to show the “middle” of a set of data. With interval data, the mean can be
calculated by taking the average value of a variable, which is the sum of all variables divided by
the total number of variables. When considering ordinal data, calculating the mean statistic is not
appropriate, because one does not assume that the distance between categories is constant. One
should use, for example, the median statistic to show the middle of the data set. The research of
Harpe (2015) gives some recommendations regarding the use of certain statistical analyses. One
of the most considerable recommendations is the fact that rating values with a numerical value
and a point-scale of at least five, may be treated as interval data. Hsu & Feldt (1969) showed
that with a minimum of five categories, the use of analyses used for interval data are appropriate.
When conducting our research, the importance of acknowledging the differences between ordinal

and interval rating data should be noted.

2.1.2 Paired comparison and rank order data

Another type of data used to indicate preferences of individuals are paired comparison and rank
order data. Paired comparison data refers to data that compares two observations to decide which of
these observations is preferred (Guttman, 1946). Rank order data is a type of data that is obtained
by ranking a larger group of observations. The two methods are closely related, as both methods
give a ranking order of ones preferences. However, there are two notable limitations differentiating
these two types of data. The first limitation is that paired comparison data allows for inconsistency
in preferences, as paired comparison data compares two observations at a time, which could lead
to situations where, for example, product A is favoured over product B, product B is picked over
product C, but product C is preferred over product A. This is called a transitive relation and this
relation can not be shared when using paired comparison data, as opposed to rank order data. This
would imply that rank order data is preferable, however, the second limitation is that it can be
more difficult for participants to rank a large set of observations at the same time, compared to a
set of two observations at a time, which would make paired comparison data more preferable.

One drawback for both of the two types of data is that they only allow participants to give a
ranking of the data relative to other observation, thus, not allowing a participant to show preference

or dislike to all objects. This should be taken into account when dealing with these types of data.



2.1.3 Successive categories data

Another type of ordinal data, is the so-called successive categories data (Torgerson, 1958). Successive
categories data is a type of categorical data which has a ranking for each category. This means that
the data does have a natural ranking, but does not have to be numerical. One example for this type
of data is educational level. Where it is clear that there is a hierarchy in the different educational

levels, but there is no numerical value attached to each value.

2.1.4 Doubled matrix for rank rating data

Greenacre (1984) discusses an important point about rating data, which is often overlooked. This

’ of the associated statements.

is the property that rating data should be invariant to the “direction’
For example, if the statement “The present government has a sound economic policy” is given a
rating of 4 on a scale of 5, the statement “The present government does not have a sound economic
policy” should result in a rating of 1 on a scale of 5. In other words, a rating of agreement is
equivalent to a complementary rating of disagreement. To take the absolute and bipolar nature of
the rating scale data into account, Greenacre (1984) introduces the concept of “doubling” rating
data. Here, each variable is reflected with respect to the point scale. Which means that if the
original variable has a value of 5 on a 7-point rating scale, a new variable is created which has
a value of 2 on the reversed 7-point scale. In other words, a variable is added that answers the
complementary statement. Applying correspondence analysis on this doubled rating matrix leads to
different results compared to correspondence analysis on the raw data set. Greenacre shows that,
when applying correspondence analysis on this doubled matrix, the points in the biplot become
more spread out compared to the results when applied solely on the raw rating data. This is the
case because analysing solely the raw rating data, only takes positive association into account.
The impact of doubling the rating data is not as large when the answers of different clusters or
individuals are spread out. However, when having situations where different clusters tend to have

similar preferences, we see that the use of doubled rating data can be of relevance.

2.2 Cluster analyses and dimension reduction

Now that we have discussed different methods of coding rating scale data, we take a look at different
analyses applicable to these different types of data. Here we take a look at cluster analyses, which
focuses on clustering individuals in groups with similar preferences. In this research, the clustering
methods can be divided in three groups: clustering of the raw data set, successively applying
dimension reduction and clustering analysis and simultaneously reducing the number of dimensions

and clustering the data.



2.2.1 K-means

MacQueen (1967) introduced a clustering algorithm which is widely known for its simple use and
easy application. The so-called K-means algorithm finds a cluster allocation for which the distance
between observations in the same cluster is as small as possible, whilst the distance between observa-
tions in a different cluster is maximised. The algorithm is initiated by selecting k (random) cluster
centroids. Every iteration, each observation is allocated to the closest centroid. Thereafter, the
centroids are recalculated as the centre of all observation in its cluster. This procedure is repeated
until the centroids have stabilised or a pre-defined number of iterations is reached. The strength of
the K-means algorithm is its relatively good performance and its simplicity. However, it does have
weaknesses which needs to be addressed.

The K-means algorithm is sensitive to outliers, for the reason that the centroids are calculated
as a mean of different observations (Kaushik & Mathur, 2014). As known, the mean statistic is
sensitive to outliers and this results in outliers having a large effect on the K-means algorithm
as well. K-means also does tend to perform worse when a data set is of a high dimensionality,
meaning that the number of variables is large. A larger number of dimensions can lead to the curse
of dimensionality (Bellman & Kalaba, 1959). The curse of dimensionality is a phenomena that
occurs when analysing data sets with a high dimensionality. It makes it so, that the number of
random samples needed to estimate the objective function grows exponentially with the number of
dimensions (Chen, 2009). Another weakness of the K-means algorithm is the fact that the clustering
algorithm has trouble clustering data when the underlying clustering structure has varying sizes and

densities.

2.2.2 Partitioning around medoids

The K-means algorithm, however, is not the correct method to use when clustering categorical data
(Madhulatha, 2011). The K-means algorithm uses the Euclidean distance, which is not defined for
categorical variables. Therefore, the k-medoid analysis can be used, specifically the partitioning
around medoids (PAM) algorithm (Kaufman & Rousseeuw, 1990). The main difference between
K-medoids and K-means is that K-medoids uses dissimilarities instead of the (Euclidean) distance
measure. The total sum of dissimilarities results in an objective function called the total deviation,
which is optimised when solving the clustering problem. There are different algorithms to optimise
the objective function. PAM is one of those used algorithms. The PAM algorithm consists of two
phases. These phases are the so-called build phase and swap phase. In the build phase, the initial
clustering of the medoids is chosen. In the swap phase, the clustering is improved towards a (local)
optimum. The K-medoids approach most likely encounters the same problems that K-means does,

this is, it has trouble dealing with high-dimensional data sets as well as unbalanced data.



2.2.3 Principal component analysis

As the above two methods struggle with clustering high-dimensional data sets, methods have been
introduced to reduce the number of dimensions of a given data set. One of these methods is
principal component analysis (PCA), introduced by Pearson (1901). PCA aims to reduce the
number of variables (dimensionality) of a data set whilst keeping as much variability as possible.
This is done by creating new variables, which are a linear combination of the original variables.
These newly created variables are uncorrelated with each other. These new variables are called
principal components (PC’s) and finding these PC’s is done by solving an eigenvector problem
(Jolliffe & Cadima, 2016). Solving the eigenvector problem of the covariance matrix gives pairs of
eigenvectors and eigenvalues. The eigenvectors give the directions of the axes that explain the most
variance, with the corresponding eigenvalues indicating how much variance this axis explains. Thus,
the eigenvectors represents the principal components and the eigenvalues represent the variance
explained by each component.

The principal components can be used to apply cluster analysis on, such as K-means, resulting
in a so-called tandem analysis. Using this type of cluster analysis, in theory, yields better results

when dealing with high-dimensional data sets, as it does not suffer from the curse of dimensionality.

2.2.4 Correspondence analysis and multiple correspondence analysis

PCA assumes interval-scaling of the data, however, when dealing with categorical data, other meth-
ods need to be used. One way of reducing the number of dimension of categorical data is corre-
spondence analysis (CA), introduced by Fisher (1940). CA is a method used to display rows and
columns of a data set as points in a vector space of a lower dimensionality (Greenacre, 1984). CA
is similar to PCA, however, CA is optimised such that it is applicable to categorical data. The way
this is done is by using a two-way contingency table. Two-way contingency tables give the count
of different choices made when comparing two categorical variable. It can also be applied on rating
scale data. Therefore, the ratings need to be converted to categories. This can be done by making
a category of each rating value, or by creating groups of rating values. In the two-way contingency
table, the rows are given by one categorical variable, and the columns by another. Each cell then
gives the number of occurrences where a combination of that row and column is given.

By solving an eigenvalue problem using singular value decomposition (SVD), CA creates com-
ponents which explain as large of a proportion of variance as possible. Similar to PCA, we can use
CA to apply a tandem-analysis on the data, giving us the ability to better cluster the data even
with a large number of (noise) variables.

CA can be expanded to multiple correspondence analysis (MCA), which is able to be applied to
more than two categorical variables. The way this is done, is by creating an indicator matrix and

applying CA on this matrix (Greenacre, 1984).



2.2.5 Optimal scaling of paired comparison data

The research of Guttman (1946) regarding rank order data, discussed in Section 2.1.2, got extended
by Van De Velden (2004), who introduced an optimal scaling method for paired comparison data.
The method estimates the underlying latent variables that explain the preferences of the respondents
and assigns these estimates to observations such that the between-observation variance is as large
as possible relative to the overall variance. It is shown that that the optimal scaling of paired

comparison data is closely related to the correspondence analysis of paired comparison data.

2.2.6 Tandem analysis

PCA and CA can be used to apply tandem-analysis on the data, resulting in a clustering in a
lower dimensional space. This is done by applying a clustering algorithm (such as K-means) on
the received components of the PCA or CA methods. The tandem analysis can also be applied in
combination with MCA. Here, MCA is applied on the categorical data set and sequentially K-means
analysis is applied on the resulting components.

As the dimension reduction methods reduce the number of dimensions, without taking the
original cluster structure into account, it could be possible that the reduced dimensions are a
combination of original variables that are not much linked to the clustering structure. To combat
this problem, certain researchers came up with methods that do not successively reduce the number
of dimensions and cluster the data (tandem analysis), however, the number of dimensions are

reduced simultaneously with the clustering of the data.

2.2.7 Reduced and factorial K-means

The reduced K-means (RKM) and factorial K-means (FKM) methods, proposed by De Soete &
Carroll (1994) and Vichi & Kiers (2001) respectively, are methods that focus on clustering the data
whilst reducing the number of dimensions. This is done by optimising an objective function which
decomposes the data in such a manner that it closely resembles the original data set, but also
reduces the number of dimensions and clusters this data. The objective function is also where the
difference between RKM and FKM lies. The RKM model tries to fit the data with the K-means
centroids lying in the reduced space. This is done by minimising the total squared distance between
observations and centroids in the reduced space. FKM fits the centroids in the reduced space by
minimising the within variance, which is the variance of the centroids and the observations, both
in the reduced space (Timmerman et al., 2010).

A conclusion drawn by Timmerman et al. (2010) is that for both methods the performance of
recovering the cluster membership decreases when the overlap between clusters increases, which is

not surprising and generally occurs with every clustering analysis used.



2.2.8 Cluster correspondence analysis

The two methods above are both designed to be applied on interval data. A simultaneous clustering
and dimension reduction method that is applicable on categorical data is the cluster correspondence
analysis (CCA), introduced by Van De Velden et al. (2017). This method applies CA as well as
clusters the data. It is done by use of a “super indicator matrix”, which is an matrix containing
binary variables that indicate which value is given to a certain statement. This means that this
matrix has a column for every possible combination of category value for each variable. CCA is
essentially regular CA on the contingency tables of clustering and categorical variables. The data
set has the clusters represented on the rows. The obtained row coordinates maximise the between
cluster variance. Similarly to the other methods that simultaneously cluster data as well as reduce
the number of dimensions, CCA uses a single objective function. This optimisation is done by use
of an algorithm. This algorithm improves the solution of the objective function with each iteration
until convergence. CCA can be applied in such a way that it results in a biplot which depicts the

means of the clusters and variables in a reduced space.

3 Methodology

This research focuses on comparing the performance of different approaches for clustering rating
data. This rating data can be coded in several different manners. The different options we chose in
this research are: raw rating data, doubled rating data and categorical data. Furthermore, we take
a look at different clustering methods. The methods we consider at are: K-means, tandem analy-
sis, reduced K-means, factorial K-means, partitioning around medoids and cluster correspondence

analysis.

3.1 Data coding

For the coding of the data, we consider the raw rating data set and the doubled rating data set,
which is further explained in Section 3.1.1 and 3.1.2 respectively (Greenacre, 1984). In addition, we
are treating the ratings as categories and making dummy variables of all the different ratings and

questions, which is described in Section 3.1.3.

3.1.1 Raw rating matrix

The first type of data coding is leaving the rating data as it is, which we call the raw data set.
Rating data is ordinal data obtained on a point-scale. This point-scale gives the maximum rating of
a certain variable. Thus, having a 5-point-scale means that the ratings range from one to five. In this
research, we apply methods that are used for nominal, ordinal and interval data. For interval data,
the assumption is made is that the difference between each category is equal (Myers & Winters,

2002). This is not always a good assumption to make, however, Harpe (2015) states in his research
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that with a sufficient amount of categories, it is not a bad assumption to treat the rating scale data

as interval.

3.1.2 Doubled rating matrix

Greenacre (1984) shows a method of analysing rating scale data. Instead of applying analyses on the
raw rating data, the data matrix is “doubled”. We use bipolar rating variables, which are ordinal
variables that have a lower and higher extreme, or “poles”. One important mathematical property
of rating scale data is that the given ratings should not depend on the direction the questions or
statements are stated in. This means that when a statement is stated as, for example: “Product
X has a nice packaging”, then it should not make a difference when the statement is stated as:
“Product X does not have a nice packaging” (apart from the fact that the rating should be the
other way around). To take this property into account, a doubled data matrix is used. Every
rating value is doubled by its “complement” value. This complement value is the rating value
measured from the other end of the point scale spectrum. So if we have a value of 2 on a 11-point
scale, the complement value equals 9. The doubled rating data forms a symmetry between the two
extreme values of the bipolar variables, which can further be shown when applying correspondence
analysis or principal component analysis on this doubled matrix. As these analyses are constant

with regarding the scale direction. This is elaborated on in Section 3.2.5.

3.1.3 Indicator matrix

The last method of coding data for the analyses is by handling the data as categorical data. In
most analyses, rating data is considered as ordinal data. However, the discrete nature of the data
makes it so that we can also treat each rating as a separate category.

The type of categorical data coding used in this research is by means of the “super indicator
matrix” Z (Greenacre, 1984). Let Z; be an N X ¢; indicator matrix, with N the number of
observations and ¢; the length of the rating point scale of variable j. In this matrix, the rows
represent the observations and the columns represents the categories. The chosen value for category
J is represented as a one in the corresponding column and the remaining elements are zero. This
means that each row of Z; sums up to one. The super indicator matrix Z is defined as Z =
[Z1, ..., Zg), with @ being the number of variables. Z has a dimensionality of N x T', where T' =
Z?:l gj- Thus, the indicator matrix Z is made up by of the combination of all possible values of
all possible variables.

Handling the rating data as categorical data does make it that we do not make the assumption
of having an equal spacing between the different rating scale values. Relaxing this assumption can
be advantageous in some cases. However, with the assumption of the data being categorical, we do
lose the property of ratings having an order. In other words, we can not know if a rating is higher

than a certain other rating.
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3.2 Cluster analyses

Previously we discussed different clustering methods, which can be divided in multiple categories.
The first category applies clustering analyses on the raw data set. The second category first applies
dimension reduction methods on the data and thereafter clusters the data. The third and final
category uses a simultaneous method of clustering the data whilst reducing the number of dimensions

to get a final cluster allocation.

3.2.1 K-means algorithm

The K-means algorithm has first been introduced by MacQueen (1967). It is a clustering algorithm
well known for its simple application. The method classifies the observations of the data set in one
of K clusters, with K being predefined.

Let x; be the vector of the i’th observation from the set of observations in cluster k, C. We

then get the objective function, which is equal to the total sum of squared error,

K
E:Z Z xin — pal|. (1)

k=1x;,€C}

Here py is the cluster mean of cluster Cj and the distance measure (||.||) used is the Euclidean
distance. That is, if a = [a1, ag, ...,an] and b = [by, ba, ..., by] are N-dimensional observations, then

the Euclidean distance between these two vectors can be obtained as follows:

N 1/2
la—b| = [Z(ai - bz’)2] : (2)

i=1

To minimise the objective function in Equation (1), an algorithm is used. This algorithm consists
of three steps. The first step is to initiate the clustering allocation. This can be done by randomly
assigning each observation to a cluster, or by allocating the observations based on previous findings.
Given a cluster allocation, the second step is to calculate the mean of each cluster, by taking the
mean of all observations in that cluster. This gives K cluster means, hence the name K-means.
Given the means, the third step is to reallocate the observations into the cluster to which mean it
is closest to. With the newly allocated clusters, the means can be recalculated and this algorithm
can be iteratively continued until the objective function is minimised. If the objective function does
not stabilise, the algorithm can be aborted by setting a maximum number of iterations.

Using the algorithm stated above, the objective function always decreases with each step until
convergence. This because each iteration, the cluster allocation is updated by allocating the ob-
servations to a cluster to which mean it is closest to compared to the iteration before, making it
impossible to increase the distance from an observation to a mean, and thus, making it impossible to
increase the objective value. The problem that may arise with this approach, is that the algorithm

ends up in a local minimum. Because the objective value always decreases, when a certain optimum
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is found, it is impossible to get to another optimum if this makes the objective function increase in
the following iterations. There are methods to combat this problem. The easiest to implement and
most intuitive method is to start with more random starting values and choosing the cluster allo-
cation that leads to the lowest objective value. Using more starting values increases the probability
of the algorithm finding the global minimum. This method is applied in this research.

One of the major drawbacks of the K-means algorithm is the so called curse of dimensionality, in-
troduced by Bellman & Kalaba (1959), which occurs when the data is of high dimensionality. When
clustering data, adding variables to the data set increases the volume of the data set exponentially,
with the volume being the possible samples that can be drawn from a data set. Adding variables
to the data set increases the distance between observations, because the distance is calculated over
all variables. This can lead to the problem that when observations that are supposed to be in the
same cluster, are allocated to different clusters when variables are added, because of the increased
distance between these observations. This is especially the case when variables that are added are
not relevant to the underlying clustering structure. Variables that are not relevant to the clustering
structure are called “noise” variables. These variables are not relevant to the clustering structure,
but are taken into account when applying full-data clustering (Vichi & Kiers, 2001). The curse of

dimensionality can lead to lower clustering accuracy.

3.2.2 Partitioning around medoids

When using the indicator matrix categorical coding, it is not preferred to use the K-means algorithm
for clustering the data. The K-means algorithm uses the Euclidean distance measure to define the
distance between variables. However, when coding the data using the indicator matrix, it is coded
such that the data is categorical, for which the Euclidean distance is not defined. Thus, we need to
use an algorithm which is applicable to categorical data. The method we consider in this research
is K-medoids, specifically the so-called partitioning around medoids (PAM) algorithm (Kaufman &
Rousseeuw, 1990).

Instead of calculating the mean of observations in each cluster, as one would normally do in
the K-means algorithm, the PAM algorithm finds the medoids of every cluster. The medoids
are calculated by finding an observation x,, in each cluster that minimises ) .~ dis(Xm,Xn),
where C,, is the cluster containing observation X,,, m = 1,..., N, n = 1,..., N and dis(x,,,, Xp,) is
the dissimilarity between observations x,, and x,. As the Euclidean distance can not be applied
on categorical data, so-called simple matching is used (Kaufman & Rousseeuw, 1990). Let a =
[a1,a2,...,any] and b = [b1,ba,...,by] be two observations drawn from the data set. The simple

matching dissimilarity measure is given by,

N

dis(a,b) = > 6(as, bs), (3)

i=1
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where

0, if a; = bi

(S(Gi,bi) = .
1, if a; 75 bl

The main goal of PAM is to minimise the mean dissimilarity of observations which are closest to

observations in the same cluster, compared to the K-means algorithm which minimises the total

squared error.
The PAM algorithm consists of two phases (Kumar & Wasan, 2011). The first phase is the

“build” phase, in which K (number of clusters) observations are selected for an initial set of medoids,

which we call S. This phase follows the following algorithm:

\V)

9.

10.

Initialise S by randomly choosing K observations as medoids
Consider an observation x, ¢ S, which is a candidate to be chosen as new medoid.
Consider a different observation x4, which is not yet in S (x4 ¢ 5).

Calculate the dissimilarity of x, with the most similar medoid in the set of medoids 5,
dis(xq, ).

. Calculate the dissimilarity of observation x, with the potential new medoid x,, dis(x4,x,).

Calculate the difference between these two differences, dis(x,,.) — dis(x4, xp).

If the calculated difference is positive (i.e., dis(xq,.) > dis(xg, %Xp)), we know that observa-
tion x, contributes to the possible selection of observation x,. Let Dy, = max{dis(x,,.) —

diS(XQ7 Xp)7 O}
Sum Dy, over all possible ¢: > (q:%4#S} Dy
Choose the observation p that maximises ) {q: %425} Dap-

Repeat these steps until K medoids have been found, |S| = K.

The second phase is called the “swap” phase. In this phase we try to improve S and thus the

clustering quality. We consider all pairs (xp,xj;) in which x, is chosen as medoid and xp, is not.

We then determine if the clustering quality is improved when swapping x; with x, in the set of

medoids S. The following algorithm is used:

1.

Consider observation x, that has not yet been selected. We calculate the swap contribution,

which we call Cypp,, as follows:.

(a) if x4 is further from x, and xj, compared to the other medoids in S, set Cgpp, = 0.

(b) if x4 is not further from x, compared to all other medoids (dis(xq,x,) = dis(xg,.),

consider one of two possible situations:
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i. x4 is closer to xj, than the second closest medoid in S and dis(x4,x5) < disa(xg, .),
where disp (x4, .) is the dissimilarity between x, and the second most similar medoid
in S. If this is the case, then Cgpp, = dis(x4,xp) — dis(xg, X;).

ii. x, is at least as far away from x; as the second closest medoid (dis(xq,xp) >

disa (x4, .). If this is the case, then Cy,p = disa(xq,.) — dis(xg, .).

c) if x, is further away from x, than at least one of the other chosen medoids in .S, however,
q y p

closer to xp, than to any other medoid in S, then Cy,, = dis(xp, xp) — dis(xg, .).
2. Compute the total result of the swap as Tj;, = Ej Coyph-
3. Select the pair (xp,xp) with the lowest Tj,.

4. If T;, < 0, the swap is performed and the swap phase is again executed from step 1. If T;;, > 0,

the objective value cannot be lowered by swapping observations and the algorithm is ended.

One of the drawbacks of applying the PAM algorithm for clustering, is its long computation
time, which increases exponentially with the size of the data set. Another drawback is that, similar
to K-means, the number of clusters needs to be defined prior to running the algorithm. This can
give problems when the optimal amount of clusters is unknown prior to the analysis being applied.
To determine which value of k is optimal, the algorithm should be applied on a set of different

values of k, which increases the computation time even further.

3.2.3 Principal component analysis

Applying a cluster algorithm on a high-dimensional data set can result in the previously discussed
curse of dimensionality (Section 3.2.1). To combat this problem, two methods that reduce the
number of dimensions are introduced. The first method is principal component analysis (PCA).
PCA reduces the number of dimensions by creating principal components (PC), with each PC being
a linear combination of the old variables. These PC’s are uncorrelated with each other and explain
as much variance as possible.

Before applying PCA, the data matrix X needs to be standardised. This is done by subtracting
the column mean of each observation, resulting in the matrix W. Each element w;; = x;; — ¥ j,
with w;; and z;; being the i’th observation of variable j from matrix W and X respectively and
T, = ZZ]\L 1 Ti; being the column mean. Using W, we can compute the spectral decomposition of
W’'W, which gives us the eigenvalues and eigenvectors of X. The spectral decomposition is shown
in Equation (4).

W'WS = SA (4)

Here, S is a matrix with as its columns the eigenvectors of X. A is a diagonal matrix with the
eigenvalues of X on its diagonal, where each eigenvalue corresponds to the eigenvector on the same

index. Multiplying the eigenvectors with the original data X gives the principal components and
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dividing the corresponding eigenvalue (A;) through the total sum of eigenvalues gives the explained
variance of that principal component.

The eigenvectors can also be retrieved by use of singular value decomposition. This results in
an orthogonal least squares approximation of the centred data. The singular value decomposition
is given by:

W = RXS/, (5)

where R and S are orthogonal matrices and X is the diagonal matrix with the singular values on
its diagonal.

Writing W/W  using Equation (5) and using the orthogonal property of R and S (R'R =
S’S = I), we can show the relation between the spectral decomposition and the singular value

decomposition. This is shown in Equation (6).
W'WS = SER'RES'S = SE¥X (6)

Observing Equations (4) and (6), we see can see that £¥3 = A. Thus, the eigenvalues of X are
equal to the squared singular values.

Using the decompositions, we can choose a number of components and define its explained
variance by calculating the ratio of the eigenvalues of the chosen components relative to the sum
of all eigenvalues. This ratio gives the explained variance and can be used to determine how many
components need to be chosen to give a adequate approximation of the data.

However, an alternative approach to choose the number of principal components is by use of
Kaiser’s criterion (Kaiser, 1960). This criterion states that the number of principal components

chosen is decided by choosing the components that have an eigenvalue larger than 1.

3.2.4 Correspondence analysis and multiple correspondence analysis

When coding the data as categorical data, correspondence analysis (CA) is used (Benzécri, 1973).

To explain CA, we use the notation following Van De Velden et al. (2017). We make use of the
two-way contingency table T, with non-negative elements. This table cross-tabulates two categorical
variables, where the elements give the number of times a combination of the two categories occurred.
Create the matrix of fractions, P, is done by dividing each element of T by the total sum of elements:

P= T, such that the elements of P sum op to one. CA minimises the following objective

1
N Q
>zt Zj:l tij

function: ,

- 1 1
bea(A,B) HP _DIABD! @)

such that
B'D.B =1p.

. _1 _1
Here P =D, 2(P —rc/)D, 2, with (P — rc’) being the centred matrix of P centred symmetrically

by row and columns. The row and column sums are given by the vectors r and c respectively
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(r =P1g, c = P'1y, with 1, being a vector of ones of length L). D, and D, are diagonal matrices
with the vectors r and c on its diagonal. The matrices A and B are coordinate matrices of rank
D, with D being the dimensionality of the reduced space. A solution of the objective function can
be acquired by using singular value decomposition on P, using Equation (5).

If the first D columns of R, S and X are chosen, P is approximated in D dimensions. This

results in the following coordinate matrices:

_1
A =D, 2RX (8)
and
_1
B =D, S, 9)
such that
A'D,A =32 (10)

Combing Equation (5) for P, (8) and (9) gives us the following relation between A and B:

A=D;

PS =D,

[
[N
[T

PD?B. (11)
Inserting Equation (11) into the objective function stated in Equation (7) results in the objective

function: )

ca

~ 1 1
¢l (B) = HP —DZAB'D?

~ o~ ~ ~ 1
= tr (P’P) _— (B’Dé P'PD? B> (12)

such that
B'D.B =1p,

with Tr(x) indicating the trace operator, which gives the sum of the diagonal elements of the matrix
on which it is operated. We can see that minimising ¢,,(B) is equivalent to maximising —¢.,(B).
Removing the constant term tr (15’ 15) in Equation (12) result in the objective function stated in

Equation (13), which needs to be maximised.
o1
¢ (B) = tr <B’D§ P'PD? B) (13)

such that
B'D.B =1p.

This objective function needs to be maximised over B, which results in the between row variance
being maximised.

CA can also be applied more than two categorical variables. One method that is applicable on
three or more categorical variables is multiple correspondence analysis (MCA, Greenacre (1984)).
This method uses the indicator matrix Z (Section 3.1.3). Applying CA on the indicator matrix
results in the MCA analysis.
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3.2.5 Correspondence analysis of ratings

Greenacre (1984) showed that to take the bipolar and absolute nature of the ratings into account,
correspondence analysis can be applied on the doubled data matrix (Section 3.1.2). This doubling
of the data creates a symmetry between the two poles, which makes the CA invariant to the scale
direction. Applying CA to the doubled matrix is called correspondence analysis of ratings (CAr).
Take a pair of doubled columns, indexed by j; and j_, which contain the values y;; and t; — y;;
respectively, with ¢; being the upper bound of rating variable j with the rating variable j ranging
from 0 to ¢, j = 1,...,Q and ¢ = 1,..., N. This data matrix has row sums equal to the constant
t = Z?:l t;, which makes it such that the row masses of the matrix are all equal to % The column
sums of columns ji and j_, however, are not equal, but are y; and Nt; — y; respectively. Here
Y= Zf\i 1 Yij- This makes the column masses ¢;j, and ¢;_ equal to ‘% and @ respectively, with
Uj = yWJ If t; is equal for all j, the sum of column masses equals c; Lt — é Due to the fact
that the two columns of a doubled pair sum to a constant, it is clear to see that the centroids of
this doubled pair of points lie at the origin of the CA graph. The points j; and j_ are balanced at
the origin, with the “lighter” point laying relatively further away from the origin. This means that
the point that is closer to the origin has a higher association with the rating variable. Thus, if the
CA point of the positive variable j lies closer to the origin, variable j has a relatively high rating.
Furthermore, we can show that the distances from the CA points corresponding with j; and j_
and the origin, d;, and j,_ respectively, are equal to the variation of the respective columns in the

doubled matrix. This implies that

5.
di, ==L, 14
=g (14)
which is the variation (standard deviation divided by the mean) and
5.
dj_ = ——"—, (15)
GRS

. N _
with s; = \/(Zi:l yfj - Ny?)
Greenacre also shows that the correspondence analysis of the matrix of doubled bipolar data is

equivalent to applying PCA on the matrix Y*:

Y* =Y - diag(\/€), (16)

where diag(y/€) is a Q x @Q matrix with vector /€ on the diagonal axis and zeros everywhere else.
£ is a vector of length ) with
ti/t.
5;':7_(]/ )_ : (17)
y;i(t; — 1)
In Equation (17) g; = + Zf\il Yij-
Applying PCA on Y* sets the rows of Y* in an Euclidean space with masses 1/N and the

squared interpoint distances between rows i and i* of > (y;; — v j)2. These are the same masses
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and relative positions as the rows of the doubled matrix (Greenacre, 1984). Applying this scaling to
the data, makes it so that PCA can be applied and give the same results as correspondence analysis
on the doubled matrix, however, only for the undoubled data. To retrieve the doubled data points
from the PCA analysis, we can use Equation 15 in combination with the fact that the doubled

points are balanced around the origin to calculate the doubled points.

3.2.6 Tandem analysis

Where the K-means and PAM analyses are applied on the complete data set, the third clustering
strategy that we consider, the so-called tandem analysis, is a combination of dimension reduction as
well as clustering. We use two different variations of the tandem analysis, because of the different
types of data that are being used.

For the raw rating data, we use the tandem analysis of PCA followed by K-means, as discussed
in the previous sections (Vichi & Kiers, 2001). This method is widely used by researchers because
it is easy to apply and it is fairly straightforward. First, the number of dimensions is reduced
by applying PCA on the full data set and choosing the number of components following Kaiser’s
criterion or evaluating the explained variance. After choosing a sufficient number of components,
by using the total explained variance or Kaiser’s criterion (Section 3.2.3), the K-means algorithm
is applied on the chosen principal components.

For doubled rating data, we apply tandem analysis of doubled CA and K-means, which is
equivalent to applying PCA on the matrix Y* (Section 3.2.4) followed by K-means.

Finally, the tandem analysis of MCA and K-means is applied on categorical data, using the

indicator matrix Z.

3.2.7 Reduced K-means

The tandem analysis, as discussed in the previous section, results in a clustering as well as a
dimension reduction. However, these two methods are done separately and both optimise a different
objective function. This could lead to non-optimal results. When PCA retrieves components that
do explain a lot of variance, but are not relevant to the clustering structure, the tandem analysis
could fail to retrieve the underlying clustering structure. Therefore, using a method that optimises
one objective function, that both clusters the data as well as reduces the number of dimensions,
could be of large interest. Reduced K-means (RKM) is such a method (De Soete & Carroll, 1994).

RKM combines both the cluster membership matrix and the reduced dimensions, making it
so that both of these matrices are optimised simultaneously (Timmerman et al., 2010). The loss

function that is being minimised is,
F(U,F,A) = |X - UFA'|%, (18)

where X is the N x @ data matrix, U is the cluster membership matrix with dimensions N x K, F is
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the K x D matrix containing the centroids of the clusters (with D the number of reduced dimensions)
and A is the @ x D loading matrix. Here |.|| is the Euclidean norm. Which is equivalent to the
Euclidean distance stated in Equation (2) on page 12, however, the double sum is taken over all
elements of the matrix.

Following the notation of Yamamoto & Hwang (2014), we rewrite the loss function by using the
solution for the cluster means: F = (U'U) 'U’XA. Inserting this in the loss function of Equation
(18) results in

F(U,A) = |X - UUU)'UXAA'||? = | X - PXAA'|]? (19)

where P = U(U'U)"'U’. That is, P is the influence matrix on the space which is spanned by
the columns of the cluster membership matrix U. The loss function from Equation (19) can be

decomposed, using that the loading matrix A can be rotated. Using that

tr [(X — XAA')(XAA' - PXAA')| =tr (X - XAA') (XA - PXA)A'|
= tr [(A/(X — XAA') (XA - PXA)]
= tr [((XA — XAA'A) (XA - PXA)] (20)
= tr [((XA — XA) (XA - PXA)]
=0

we can decompose the objective function as follows:

F(U,A) = |X - PXAA'|? = X - XAA’' + XAA' - PXAA'|?
= |X - XAA'|? + | (XA - PXA)A/|?
+2-tr [(X — XAA')(XAA' — PXAA')|
=[|X - XAA'|* + | XA - PXA|.

(21)

We can see that the first part of Equation (21) corresponds to the PCA objective function. The
second part of the Equation equals the objective function of K-means in the reduced space. Min-
imising Equation (21) is done by means of an alternating least-squares (ALS) algorithm is used
(De Leeuw et al., 1976). This algorithm alternates between two steps until convergence. In the
first step of the algorithm the loss function is minimised over U, while keeping A fixed. Looking at
Equation 21, we can see that minimising F'(U, A) over U is done by minimising the second term
of this equation, because the first term does not contain U. Minimising this term can be done by
applying standard K-means (Section 3.2.1).

The second step of the ALS algorithm minimises the loss function over A, keeping U fixed.

Using Equation (19) in combination with the trace operator, the loss function can be rewritten as:

F(U,A) = |X — PXAA/|? = tr(X'X) — tr(A’X'PXA). (22)
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We can quickly see that minimising the loss function F'(U, A) is equivalent to maximising —F (U, A),
resulting in maximisation of the between cluster variance in the reduced space: tr(A’X’PXA) over

A. This is done by solving the eigenvalue problem using singular value decomposition:
X'PXA =AY, (23)
where 3 is an D x D diagonal matrix.

3.2.8 Factorial K-means

The second simultaneous method that we use is closely related to RKM. The so-called factorial
K-means (FKM) analysis is also a method that optimises one objective function for both clustering
the data as well as reducing the number of dimensions (Vichi & Kiers, 2001).

The main difference between FKM and RKM is the loss function (Timmerman et al., 2010).
The FKM loss function is stated as

F(U,F,A) = | XAA' — UFA'|? = | XA — UF|% (24)

Minimising this loss function makes it such that UFA’ needs to be as close to XA A’ as possible.
Using the notation for P as used in the previous section (P = U(U'U)~'U’) and using that
F = (U'U)"'U'XA we can rewrite Equation (24) as:

F(U,A) = | XA - PXA|? = tr(A’X’XA) — tr(A'’X'PXA). (25)

Again, we can use an ALS algorithm to minimise Equation 25. In the first step, we minimise
the loss function over U, for fixed A. This can be done by using K-means, equivalent to RKM. In
the second step of the ALS algorithm, we minimise F'(U, A) over A, while keeping U fixed. This

is equivalent to solving the following eigenvalue problem:
X' (P—-1Iy)XA =AY, (26)

where 3, again, is a D x D diagonal matrix and Iy denotes an N x N indicator matrix.

As we can see, RKM minimises the sum of squared distances between the centroids in the reduced
space (UFA’) and the data (X), whereas FKM minimises the sum of squared distances between the
centroids in the reduced space and the data projected onto the reduced subspace (XAA'). Thus,
the main difference between RKM and FKM is that RKM reconstructs the whole data set with only
the centroids being in the reduced space, meaning that the sum of squared distances between the
observations and the centroids located in the reduced space is minimised. However, FKM minimises
the sum of squared distances with the centroids as well as the observations projected in the reduced
space. That is, FKM optimised the within-cluster sum of squared distances in the reduced space
(Timmerman et al., 2010; Yamamoto & Hwang, 2014).
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3.2.9 Cluster correspondence analysis

For the same reason as with PCA, we cannot apply RKM and FKM on a categorical data set.
Therefore we use a different method when analysing categorical data, namely, cluster correspondence
analysis (Van De Velden et al., 2017).

For this method, we first need to construct the super indicator matrix, Z, as in Section 3.1.3.
The matrix has a dimensionality of N x T', where T' = E;‘?:l gj and () the number of variables, thus
all possible answers on all questions. In our case, we can see the ratings as categories. The cluster
memberships can also be seen as a categorical variable, which leads to the cluster membership
indicator matrix U, with dimensionality N x K. Using these two matrices, the matrix cross-
tabulating cluster membership with the rating variables is constructed, F = U'Z.

Applying correspondence analysis on F, the optimal scaling values for the clusters and categories,
which are the rows and columns of F respectively, are retrieved, with the variance from observations
of the same cluster being minimised and the variance of observations of different clusters being
maximised.

CCA is explained following the notation of Van De Velden et al. (2017). First we define the
matrix of fractions by dividing each element of F by the total sum of elements, i.e. P = ﬁF
Evaluating P — rc’ leads to:

1 1 1

P-Pl71P=— (F — —F171% ) = (U’Z —

1
NQ NQ ~ NQ N

NU’1N1’N )— LU’Mz. (27)

=50
Here r and ¢ have the same definition as in Section 3.2.4 (with P having a different dimensionallity)
and M = Iy — 151/y/N.

We now define Dy = U'U as a diagonal matrix of cluster sizes, as well as the diagonal matrix
D, such that D,17 = Z'1,,. Using this notation, the CA objective function as stated in Equation
(13) (page 17) becomes

1
bcca(U,B) = NO? tr (B'’Z’MUD,' U'MZB) , (28)
subject to .

Here D is the number of dimensions of the CA solution. The value of D must be chosen subject to
the constraint D < min(K — 1,7 — 1).
1
Defining B* = ﬁDZQB, we can rewrite the objective function in Equation (28) as

1 yo—L _1
bcca(U,B*) = étr <B* D, QZ’MUDI}lU’MZDZ 2B*) (29)

subject to
B“B* =1,
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For a fixed cluster membership matrix U, we can get the solution of B* from the eigenvalue de-
composition .
_1 _1 ,
éDZ °Z'MUDU'MZD, *> = B'X*B*. (30)

1
Using the solution B* we can calculate B = /N@QD_ ?B*. Then, to optimise Equation (29), we
need to determine the optimal cluster allocation U. For a fixed B* the optimisation can be rewritten
as a K-means clustering method. This means that maximising Equation (29) with respect to U is

equivalent to minimising

2

[N 1
gb’CCA(U,F) = H EMZDZ 2B* -~ UF|| , (31)

where F' is a matrix containing the cluster means.

We now rewrite the subject coordinates as
IN 1
Y = aMZDZ 2B* (32)

$cca(U,F) = |Y — UF|. (33)

and thus Equation (31) becomes:

Minimising Equation (33) over F leads to the following solution:
F*= (U'U)'UY = D UY. (34)
Inserting the solution F* into the K-means function from Equation (33) leads to:

¢eca(U,FY) = |[Y — UF*||?
= tr(Y'Y) + tr(F'DgF) — 2 - tr(F'UY)
=tr(Y'Y) + tr(YUDZDkD'UY) — 2 tr(YUDR U'Y)
=tr(Y'Y) — tr(YUDUY).

This shows that minimising the K-means objective over U and F is equivalent to maximising the

term on the right-hand side of Equation (35). This can be rewritten as:
1 o —1 _1
tr(YUDLZUY) =N - tr (QB* D, 2Z’MUD'UMZD, QB*) . (36)

This results in the function only needing to be optimised over U. Thus, for a fixed B*, we can find
an optimal U by applying the K-means algorithm on Y. With the new cluster allocation (U), the

optimal scaling values (B*) are updated and then U is calculated again. Repeating this process
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leads to the following algorithm:

1. Generate the cluster membership matrix U. This is done by assigning observations to clusters

randomly.
2. Find the optimal scaling values B* using Equation (30).

3. Calculate Y using Equation (32) and apply K-means on these coordinates to receive a more

optimal cluster membership matrix U.

4. Repeat steps 2 and 3 until convergence of U (and hence Y and F).

This algorithm guarantees convergence, because the value of the objective function decreases (or
stays constant) with each step. To combat the problem of the solution being a local minimum, more

random starts can be used.

3.3 Determining the number of clusters

When applying the previously discussed cluster algorithms, the number of clusters needs to be
prespecified. Determine the number of clusters can be done using many different methods. One of
these methods is the elbow method (Thorndike, 1953). The elbow method is based on comparing
the within-cluster sum of squares for different values of K. Comparing these sum of squares is done
by plotting a line graph where each within-cluster sum of squares is plotted for a predefined set
of number of clusters. K is selected by choosing the number of clusters for which the decrease in
within-cluster sum of squares is levelling off, which appears as an “elbow” in the graph.

The intuition behind the elbow method is that as K increases, the within-cluster sum of squares
decreases, as the data set is divided in smaller and more similar clusters. However, when K keeps
increasing, at a certain point the decrease in within-cluster sum of squares becomes smaller. In-
creasing K in this situation leads to overfitting. Therefore, the value of K depicted by the elbow in
the graph is chosen, as this value provides a reasonable trade-off between bias and variance in the

clustering.

3.4 Combinations of data coding and cluster analyses

In the previous section, we discussed different types of data coding as well as cluster analyses.
However, not all cluster analyses are applicable on each type of data coding. In this section we
discuss which cluster analyses are applied on which type of data. For each type of data coding
we use a cluster analyses on the complete data set, a method that successively applies dimension
reduction and clustering methods and a method that simultaneously reduces the dimensionality of
the data as well as allocates the data in clusters.

The first type of data that is used is the raw rating data. The first method applied on this
raw data is regular K-means. Next we use a tandem analysis, which successively applies PCA and

K-means. The simultaneous methods used are reduced K-means and factorial K-means.
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Secondly, we use the doubled data. We first apply the K-means algorithm on the doubled data
set. Applying K-means on the doubled data set is equivalent to applying it on the raw data set.
This is due to the fact that the data on the reversed scale has the exact same distance between
individuals compared to the raw data points. This means that when the mean on the reversed
scale is calculated, the mean vector is similar to the mean vector of the raw data, however, on the
reversed scale. When calculating the optimal objective value over the raw rating data (first half of
columns), the value over the doubled data set would also lead to the lowest objective value, because
the last half of the centres are equally far away from the reversed points. This means that applying
K-means on the doubled data should lead to the exact same clustering, only with double the value
of the objective function. This, however, does not have to be the case when both objective functions
are optimised to a different (local) optimum. The tandem method used on the doubled data is CA
of ratings, as discussed in Section 3.2.5. This is CA applied on the doubled rating scale data matrix.
For simultaneously clustering and reducing the number of dimensions of the doubled rating data, we
again use RKM and FKM, however, the raw data is used and standardised as defined in Equation
(17) (Section 3.2.5).

Lastly, the data is coded as categorical data using the super indicator matrix Z. The first
clustering method applied on this data is the partitioning around medoids algorithm. Secondly, we
use the tandem analysis of MCA and K-means. Lastly, we apply cluster correspondence analyses
on the categorical data.

These combinations of data coding and clustering result in eleven different cluster analyses. A
summary of the methods is given in Table 1, which shows how the different methods are imple-

mented.

Table 1: Summary of the eleven clustering methods

Data Coding | Method | Summary

K-means | K-means, as described in Section 3.2.1, applied on the raw data set.

A tandem analysis, where first PCA (Section 3.2.3) is applied on the raw
Tandem | data to construct principal components. Thereafter, K-means (Section 3.2.1)

Raw is applied to cluster the data in the reduced space.
RKM Reduced K-means applied on the raw data set.
FKM Factorial K-means applied on the raw data set.

K-means | K-means, as described in Section 3.2.1, applied on the doubled data set.

A tandem analysis, where first PCA is applied on the standardised data set,
following Equation (17) in Section 3.2.5, making it equivalent to CA of ratings
(Greenacre, 1984). Thereafter, K-means is applied on the principal components
Doubled in the reduced space.

Reduced K-means applied on the standardised data set, following

Tandem

RKM Equation (17) in Section 3.2.5.

FKM Factorial K-means applied on the standardised data set, following
Equation (17) in Section 3.2.5.

PAM Partitioning around medoids algorithm (Section 3.2.2) applied on

the super indicator matrix Z (Section 3.1.3).

A tandem analysis, where first MCA is applied on the super indicator matrix Z
Tandem | (Section 3.2.9). Thereafter, K-means is applied on the principal components in
the reduced space.

Cluster Correspondence Analysis applied using the super indicator matrix Z,
following the procedure stated in Section 3.2.9.

Categorical

CCA
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4 Simulation Study

In this research, both simulated and real data sets are utilised. This section focuses on the analysis of
the simulated data sets. We evaluate the performance of eleven different clustering methods, which
can be grouped in three groups: raw clustering, successive dimension reduction and clustering and
simultaneous dimension reduction and clustering. By applying these methods to simulated data, we
are able to identify their relative strengths and weaknesses. Modifying the data generating process

allows us to further investigate the specific scenarios in which each method performs optimally.

4.1 Data generating process

The simulated data sets are drawn from a Gaussian mixture model with pre-specified overlap char-
acteristics, following the notation of Melnykov et al. (2012). The Gaussian mixture model consists

of the weighted sum of several Gaussian densities. The Equation is given by

K
P(XIA) = i - g (x|, Si). (37)

k=1
Here K is the number of Gaussian densities, x is a data vector of length @), m; is the mixture
proportion of mixture k¥ = 1,..., K and g(x|u, Xx) is the Gaussian density for mixture k. The

densities are each of a Q)-variate Gaussian nature, with the function given by the following Equation,

ol B1) = e { 5 x - ) B e ) (39)
Here py is a vector containing the means of mixture k, 3 is the covariance matrix of mixture k
and the mixture proportions satisfy the condition Zszl e = 1.

To draw from the Gaussian distribution, we need the parameters (u; and Xj) to be specified.
Therefore, we let p; be drawn K times from a uniform @)-variate hypercube with bounds set to
[0,1]. ¥} is drawn from a Wishart distribution. The Wishart distribution has a parameter @ and
Q@ + 1 degrees of freedom.

When simulating noise variables, variables are drawn from a uniform hypercube with bounds
[0, 1]. This ensures the independent nature of the noise variables relative to the underlying clustering
structure.

The overlap between the K different Gaussian densities is controlled as well. This is done by
means of the pairwise overlap. Let X be distributed as a finite mixture model p(x|A). The overlap
between the density of cluster k1 and ks is defined as wi,k, = Wy, |y + Whyky» Where wy g, is the
probability of the misclassification that X originates from ki but was assigned to ka. wp,, is

defined equivalently. This leads to the following equation:

Wkalk1 = Pr [ﬂ-lﬁg(X“Lkl’ Ek’l) < 7Tk;29(X|Hk;2, zkz) | X ~ Np(ulﬁ’ Ekz)] (39)

26



If 3 is multiplied by a constant ¢ (with ¢ > 0), it leads to the clusters being inflated if ¢ > 1 or
deflated if ¢ < 1. We can use this constant to reach a pre-defined level of overlap wg,x, (¢) (Maitra &
Melnykov, 2010). This function does not have to be monotone increasing, however, it does benefit
from monotonicity in most cases. In the case that the monotonicity is not respected, a new mixture
is simulated.

Maitra & Melnykov (2010) show an algorithm used to simulate Gaussian mixture models using

a pre-defined value of average overlap: w. The algorithm works as follows:

1. Generate K mean vectors, covariance matrices and mixture proportions. Compute the limiting

average overlap w™. If @ < W™ proceed to step 2, otherwise, start step 1 over.

2. Calculate all pairwise overlaps and the estimate of w. If @ and @ do not differ significantly,

the chosen parameters are sufficient.

3. The scalar c¢ is chosen using root-finding methods, such that @&(c) and @(c) do not differ

significantly.

To transform the continuous data, drawn from the Gaussian mixture model, to rating data,
cutoff points are chosen. The cutoff points are evenly spread between the upper and lower bound
of the mean vector. If the mean vector is randomly drawn from the interval [[,u], with [ and u

discrete, and the rating data has a point scale of g; for variable j, the cutoff points are: I, [ + M,

qj
[+ %;l), e, L+ W, u. This creates g; intervals, where the values from [ to u are assigned
to the intervals in increased order. When drawing from the Gaussian mixture model, it can occur
that the random mean is drawn close to one of the boundaries, resulting in values being drawn
outside the [/, u] interval. When this is the case, to the values drawn lower than [, we assign [ as

their rating value. Values above u get u as their rating value.

4.2 Experimental design

In this simulation study, we fix the number of observations at I = 1000 and utilise a seven-point
rating scale for all variables (¢; =7, j =1,...,Q).

Three different number of questions, @ € [3,6,20], and two different sizes of noise variables,
N € [0,3Q)], are used. This means that when noise is present, we have Q + N € [12,24, 80].
The reason for using noise variables is to more accurately mimic real world data, in which it is not
uncommon to have variables that are not significantly correlated to the underlying cluster allocation
(Dave, 1991).

The primary motivation for manipulating the number of questions and noise variables in this
study is to investigate the impact of high-dimensional data on clustering performance. Specifically,
we are interested in evaluating the ability of clustering algorithms to accurately identify the under-
lying clustering structure of the data when the number of variables is large. To assess the ability

of different clustering methods to capture the original clustering structure, we use clustering on the
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whole data set as well as applying a tandem and a simultaneous clustering approach. The tandem
approach involves optimising two objective functions successively: one to reduce the number of
dimensions and one to cluster the data in the space reduced using the first method. In contrast, the
simultaneous approach reduces the number of dimensions and clusters the data using one objective
function.

We expect the tandem approach to be more sensitive to the presence of noise variables, compared
to a simultaneous approach, as these variables may not contribute significantly to the clustering
structure, but could still be included in the reduced space. In contrast, the simultaneous approach
should perform better in the presence of noise variables, as the objective function evaluates the
optimal dimension reduction as well as the optimal clustering. Overall, we anticipate that the
performance of both clustering methods is affected by the number of questions and noise variables
in the data, with a larger number of variables potentially leading to overfitting and worse clustering
performance (Mathivanan et al., 2019).

The number of clusters are set to K € [4,8]. Four clusters are chosen following Van De Velden
et al. (2017). Additionally, we decided to add eight clusters as well. This is mainly done because
of the large number of variables in the situation of six and twenty active variables. As the number
of reduced dimensions in the RKM and FKM analyses has a maximum of D = min(K — 1,Q — 1),
when K = 4, it would not be possible to include all active variables in the reduced space in the
situation of @) € [6,20]. Adding K = 8 makes this possible for the situation of six active variables,
however, when taking twenty active variables into account, it is still not possible to include all active
variables in the reduced space. For this to be possible, we should include K = 21 as well, however,
this probably leads to overfitting of the model.

For the mixing proportions 7y, there are two different situations we have to take into considera-
tion, one where the proportions are of equal size (balanced) and one where the proportions are not
(unbalanced). In the case of balanced data, each mixing proportion 7 = % for k=1,..., K. When
the data is unbalanced, we choose the mixing proportions as IIx—4 = [0.55, 0.25, 0.14, 0.06], follow-
ing Van De Velden et al. (2017). We choose I1x—g = [0.31, 0.23, 0.15, 0.11, 0.08, 0.06, 0.04, 0.02],
which is created by interpolating between each adjacent pair of values in ITx—4. The last value (0.06)

is interpolated with 0. This leads to the vector IT;_¢ = (0.55, 0.40, 0.25, 0.19, 0.14, 0.10, 0.06, 0.03).

L
1.73

add up to 1. These proportions are chosen such that the clusters are significantly different in size.

We then divide the whole vector by its total sum, Ilx_g = 1T’y _g ,such that the proportions
The reasoning behind picking these differently balanced proportions is because research has shown
that most of the clustering methods are not optimal when performed on unbalanced data (Franti
& Sieranoja, 2018). Our aim is to inspect whether the effect of using unbalanced data is larger or
smaller between the different clustering methods.

Two different values of average overlaps are chosen. Either the overlap is small, w = 0.001 ,or the
overlap is large, w = 0.100. Making the average overlap small gives very spread out distributions.

Using the clustering algorithms on these spread out distributions should result in more accurate
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clustering. Increasing the average overlap makes the distributions overlap more and the cluster
distribution should thus be more difficult to retrieve (Melnykov, 2016). We would like to inspect if

this effect is as large between the different methods.

4.3 Performance measure

Evaluating how well the different clustering methods perform can be done through performance
measures. The performance measure used in this research is the adjusted rand index (ARI) (Hubert
& Arabie, 1985). The ARI gives an index that shows to what extend two different clustering results

(P* and P) of the same data set are similar. The following Equation is used:

(N (@a+d) —[(a+b)(a+c)+ (c+d)(b+d)

ARI(P*, P) = (40)
N\ 2
(5) =@+ b)(a+c)+ (c+d)(b+ d)]
where R .
a4 = Zr:l Zc:l t72"c - N
2 )
C
b= Zf:l t12". B Zf:l Zc:l t72“c
2 )
C R C
c = Zc:l t.QC _ Zr:l Zc:l t72"c
2 b
C C
d— S Yt TN 8 -
2 )

where R is the number of clusters in the first clustering and C' in the second clustering, t,. is the
number of observations clustered in the r’th subset of clustering R and the ¢’th subset of clustering
Cotr. =3 treand t. =S t,. (Steinley, 2004).

The values of the ARI have an upper bound of one, where one equals perfectly equal clustering,
zero is equal to a random clustering and a value lower than zero equals a worse performance than

random clustering.

4.4 Results

To evaluate the performance of the eleven clustering methods outlined in Section 3.4, we apply
each technique to a set of 48 data sets simulated using a set of parameters as described in Section
4.2. For each dataset, we compute the ARI relative to the original clustering, generating a 48 x 11
matrix of ARI’s. This process is repeated five times, and the average ARI for each dataset and
method is obtained by taking the mean of the five ARI’s per method. The ARI’s are presented in
Table 9 in Appendix A. Figure 1, 2, 3 and 4 show the ARI’s plotted for each type of data coding
and for all methods. Each column represents the type of data coding (raw, doubled and categorical

respectively). Each row represents the number of active variables (3, 6 and 20 respectively). The
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x-axis of each of the subplots shows whether the analysis used has noise variables and shows the
number of clusters used.

The number of dimensions used by PCA and CA is determined by Kaiser’s rule (Kaiser, 1960).
If there are no dimensions with an eigenvalue larger than 1, we determine the number of dimensions
by picking the dimensions that together explain at least 80% of the variance (Section 3.2.3). For
RKM and FKM we set the number of dimensions to D = min((K — 1), (€ — 1)), which is equal
to the maximum number of dimension able to be chosen using these methods (Timmerman et al.,
2010). Furthermore, the number of clusters used is equal to the number of clusters used to simulate
the data.

Observing the results shown in Figure 1, we can see that, in the case of low overlap and balanced
data, the raw tandem analysis, FKM and PAM are outperformed by other methods in all of the
cases. However, this difference between all the methods is larger for FKM and PAM than for the
tandem analysis. We can also see that when using raw or doubled data, K-means always performs
best in the case of no noise variables being present. This also holds true for CCA in the case of the
data being categorical. When noise variables are introduced, we can see that in some of the cases,
RKM tends to perform better than standard K-means. When comparing raw data to doubled data,
we can see that in the case of six active variables being used, raw tandem and RKM seem to benefit
from this type of data coding. Comparing the raw and doubled data to categorically coded data,
we can see that only in the case of three active variables being present, categorical data coding
performs better.

Looking at Figure 2, we can see that using unbalanced data makes all methods perform worse
compared to using balanced data. We can also that, in the case of raw and doubled data, K-means
performs best when no noise is present and RKM performs best when noise is present. Next we see
that categorical tandem outperforms CCA in all instances, implying that CCA suffers more from
the data being unbalanced than categorical tandem.

Figure 3 shows the analyses applied on balanced data with a high overlap between different
clusters. We can immediately see that the ARI’s are much lower compared to the case of low
overlap, which is to be expected. We also see that in no instance, a method applied on categorical
data outperforms a method used on raw or doubled data. We can also see that RKM on doubled
data performs best in the situation of noise variables being present, however, only in the situation
of three active variables being present. In the case of six and twenty active variables, we see that
K-means dominates in all situations.

Lastly, Figure 4 shows the methods applied on unbalanced data with a high overlap between the
clusters. We can again see that RKM on doubled data outperforms K-means only in the situation

of three active variables being used. In all the other cases, K-means out performs all methods.
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Figure 1: Plot of the average adjusted rand indices of eleven clustering methods with balanced
data and low overlap using three (first row), six (second row) and twenty (third row) questions
and applied on raw (first column), doubled (second column) and categorical (third column) data.
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Figure 2: Plot of the average adjusted rand indices of eleven clustering methods with unbalanced
data and low overlap using three (first row), six (second row) and twenty (third row) questions
and applied on raw (first column), doubled (second column) and categorical (third column) data.
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Figure 3: Plot of the average adjusted rand indices of eleven clustering methods with balanced
data and high overlap using three (first row), six (second row) and twenty (third row) questions
and applied on raw (first column), doubled (second column) and categorical (third column) data.
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Figure 4: Plot of the average adjusted rand indices of eleven clustering methods with unbalanced
data and high overlap using three (first row), six (second row) and twenty (third row) questions
and applied on raw (first column), doubled (second column) and categorical (third column) data.
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4.5 Conclusion of simulation study

The research consistently indicates that, in the absence of noise variables, the standard K-means
clustering algorithm performs most effectively. This is expected, as the alternative methods incor-
porate some form of dimensionality reduction, which can result in the loss of information relevant
to the underlying clustering structure if applied to data sets with exclusively active variables. In
other words, the use of dimensionality reduction techniques on data sets with exclusively active
variables may not fully capture the complexity of the clustering structure due to the exclusion of
variables that may be meaningful for clustering observations.

Additionally, the research indicates that clustering the full data set is not optimal when noise
variables are present. However, we do observe that the standard K-means algorithm performs
comparably well in certain scenarios where there are 20 active and 60 noise variables. In the
majority of cases with noise variables present, the reduced K-means method of doubled data and
tandem analysis of categorical data emerge as the most effective approaches. The latter technique,
in particular, tends to outperform the other methods when the dataset exhibits unbalanced cluster
sizing.

The results also suggest that an increase in the overlap between cluster distributions leads to a
corresponding decrease in the adjusted rand index. This outcome is anticipated, as greater overlap
between clusters makes it more challenging to differentiate between them. In other words, the
greater the overlap between clusters, the more difficult it becomes to accurately assign observations

to their respective cluster.

5 Application

To show how the different methods work in practice, the previously discussed methods are applied
on a real-world data set. The data set used is from world value surveys (Haerpfer et al., 2022). The
surveys conducted by the scientists of world value surveys (WVS) focus mainly on the participants
changing ethical values and their impact on social and political life. The surveys were conducted
in almost 100 countries, but in this application the data is filtered to only contain a small group of
countries. The data set used is the seventh wave of surveys, which took place from 2017 till 2022.

Table 2 shows the questions used in this analysis. Nineteen statements regarding ethical values
and norms are given. Each statement is rated on a 10 point-scale. Here 1 equals never justifiable
and 10 equals always justifiable. Furthermore, Table 3 shows variables D1-D4. These variables are
not used to apply cluster analysis on, but rather as descriptive variables to compare the different
clusters.

The subset of countries is chosen by comparing the countries based on the first four cultural
dimensions of Hofstede (Hofstede, 1980). These four variables are: individualism, power distance,
masculinity and uncertainty avoidance. Comparing these variables across different countries can

give a rough sketch of the difference in culture between countries. Countries with similar scores
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Table 2: WVS questionnaire. Each statement is rated on a scale from 1 (never justifiable) to 10
(always justifiable).

Label Statement Original Variable
Q1  Claiming government benefits to which you are not entitled Q177
Q2  Avoiding a fare on public transport Q178
Q3 Stealing property Q179
Q4  Cheating on taxes if you have a chance Q180
Q5 Someone accepting a bribe in the course of their duties Q181
Q6  Homosexuality Q182
Q7  Prostitution Q183
Q8  Abortion Q184
Q9  Divorce Q185
Q10 Sex before marriage Q186
Q11  Suicide Q187
Q12 Euthanasia Q188
Q13  For a man to beat his wife Q189
Q14 Parents beating children Q190
Q15  Violence against other people Q191
Q16  Terrorism as a political, ideological or religious man Q192
Q17  Having casual sex Q193
Q18  Political violence Q194
Q19  Death penalty Q195

on these cultural dimensions can be grouped together, resulting in five clusters of countries with
similar scores on the cultural dimensions. These clusters are: an Anglo cluster, an Nordic cluster, an
Germanic cluster, an East-Asian cluster and an independent cluster (Hennig-Thurau et al., 2005).
In our analysis, we choose a country from each of these five clusters, which results in the countries
being used in the analysis being: the United States (Anglo), the Netherlands (Nordic), Germany
(Germanic), China (East-Asian) and Japan (independent). Hofstede found two additional variables
to add onto the cultural dimensions, however, these were not yet used in the time Hennig-Thurau
et al. (2005) conducted their research, so these are not used to create the subset. For each country,
a subset of 300 observations is randomly drawn, with the only condition being that the observation

has a valid value for each statement and descriptive variable. This results in 1,500 observations

Table 3: Descriptive variables

Label Variable Original Variable Categories

. China

. Germany
Japan
Netherlands
USA

16-29 years
30-49 years
50+ years
Lower
Middle
Higher
Low

. Medium

. High

D1 Countries B_COUNTRY_ALPHA

D2 Age X003R2

D3 Highest educational level Q275R

D4  Income level Q288R

N N el A S R
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being used in the analysis.

In the application, we apply doubled RKM on the data set, as the simulation study showed this
method to perform relatively well in most situations. For the doubled RKM analysis, we chose to
include four dimensions and five clusters. The four dimensions are chosen following the simulation
study, where D = min((K — 1), (Q — 1)). The number of clusters are determined using the elbow

plot in Figure 5, which results in five clusters being used.

Objective value
220 240
] ]

200
|

180
|

Mumber of clusters
Figure 5: Elbow plot of double RKM

When observing Table 4, we can see which linear combinations of statements are chosen to
represent each dimension of the RKM analysis. These values are called factor loadings.

First, when looking at the first dimension, we see that this dimension is mainly defined by
questions 6, 7, 8, 9, 10, and 17. All these variables have a positive relation with the first dimension.
This implies that the observations that have a high value in the first dimension of the reduced space
believe that homosexuality, prostitution, abortion, divorce, sex before marriage and having casual
sex should be justifiable.

The second dimension is mostly related with questions 3, 13, 15, 16 and 18. These five question
all have a positive relation to this dimension. A high score in the second dimension indicates that
the respondent believes stealing, a man beating his wife, violence, terrorism and political violence
should be justifiable.

The third dimension is defined strongest by questions 2, 13 and 16. Question 2 has a negative
relation to the third dimension, meaning that a high score in the third dimension indicates that this
respondent does not think that avoiding a fare on public transport should be justifiable. Questions
13 and 16 have a positive relation to this dimension, indicating that respondents scoring high in
this dimension think that a man beating his wife and terrorism should be justifiable.

Lastly, the fourth dimension is strongly related to questions 4, 11, 16 and 19, with question 4
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and 19 being positively related and questions 11 and 16 being negatively related. This implies that
respondents with a high score in the fourth dimension of the reduced space do think that cheating
on taxes and the death penalty should be justifiable and suicide and terrorism should not.

Table 5 shows the doubled factor loadings. These loadings are calculated using Equations (14)
and (15) on page 18. However, the values of d;, and d;_ correspond to the distance of points to

the origin in the correspondence analysis of ratings (CAr). To get the factor loadings in the RKM

model, we calculate the doubled RKM factor loadings as d;_ rxy = dj, rEM - dj; Here d;, rxwm
+
is the Euclidean distance of the RKM factor loading of question j to the origin and d;, and d;_ are

the Euclidean distances calculated using Equation (14) and (15).

Table 4: Doubled RKM Dimensions Table 5: Doubled RKM Dimensions
Question | Dim 1 Dim 2 Dim 3 Dim 4 Question | Dim1 Dim 2 Dim3 Dim 4
11-0.078 0.196 -0.229  0.169 1]0.012 -0.029 0.034 -0.025
210.085 0.247 -0.319 0.288 2 | -0.010 -0.030 0.038  -0.035
310050 0.335 -0.099 0.167 31-0.002 -0.013 0.004 -0.006
4 10.086 0.289 -0.268 0.307 4 | -0.007 -0.022 0.021 -0.023
510033 0283 -0.019 0.185 51-0.002 -0.016 0.001 -0.011
6| 0.430 -0.072 0.278 0.245 6 | -0.643 0.108 -0.417 -0.367
710.341 0.037 -0.294 -0.254 71-0.144 -0.016 0.124 0.107
81 0.353 -0.032 -0.019 -0.121 8 |-0.283 0.026 0.016 0.097
910.316 -0.065 0.174 0.146 9|-0.495 0.101 -0.273 -0.228
10 | 0.375 -0.082 0.231 0.287 10 | -0.729 0.159 -0.448 -0.558
11 | 0.286 0.009 -0.145 -0.327 11 | -0.106  -0.003 0.054 0.122
12 | 0.284 -0.078 0.107 0.028 12 | -0.356 0.098 -0.134 -0.035
13 | 0.009 0.373 0.371 -0.274 13 | 0.000  -0.012 -0.012 0.009
14 | -0.071 0.255 -0.059 -0.170 14 | 0.008  -0.031 0.007  0.020
15| 0.041 0.327 0.024 -0.015 15 | -0.003 -0.026 -0.002  0.001
16 | 0.030 0.427 0.420 -0.303 16 | -0.001  -0.011 -0.011  0.008
17 | 0.366 0.065 -0.300 -0.217 17 | -0.217  -0.039 0.177  0.128
18 | 0.035 0.318 0.024 0.124 18 1 -0.002 -0.021 -0.002 -0.008
19 | -0.062 0.041 0.274  0.352 19 10.045  -0.030 -0.200 -0.257

In Table 6, the four-dimensional coordinates of the cluster means are shown. These coordinates

can be used in combination with the factor loadings in Table 4 to show how the clusters are formed.

Table 6: Cluster means

Cluster | Dim1 Dim 2 Dim 3 Dim 4
-0.028 -0.111 0.106 0.062
0.437 -0.091 -0.039 -0.065
-0.481 -0.002 -0.058 -0.050
0.169 0.446 -0.166 0.156
0.128 1.677 0.414 -0.242

U W N~

We can see that the first cluster has a relatively strong relation with the second and third dimen-

sion, where its relation with the second dimension is negative, whereas with the third dimension,
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the relation is positive. This indicates that people in the first cluster have a give a relatively low
rating to question 2, 3, 15 and 18. This is confirmed by the average ratings per cluster shown in
Table 7. Note that question 13 and 16 both have similar factor loadings in both dimensions and
the mean of cluster one has similar scores for these dimensions, only in opposite directions. Making
assumptions on the average ratings of these questions based on the cluster mean and factor loadings
is therefore not advised.

The second cluster shows to have a high score in the first dimension. This indicates that
respondents from the second cluster tend to give a high rating to questions 6, 7, 8, 9, 10 and 17,
which is again confirmed by the average ratings in Table 7.

Respondents in the third cluster have a strong negative score in the first dimension, indicating
that these respondents gave question 6, 7, 8, 9, 10 and 17 a low rating score.

The fourth cluster has a relatively high score in the second dimension. This shows us that
respondents in this cluster gave high ratings to questions 3, 13, 15 and 16. The positive correlation
with the first and fourth dimension shows us that respondents in this cluster also gave a high rating
to questions 4, 6, 7, 8, 9, 10, 17 and 19 and gave low ratings to question 11. The negative score with
the third dimension shows us that respondents in this cluster also rated question 2 high. Note that
the factor loadings of the third dimension and the cluster means hint at the ratings for questions
13 and 16 being low. However, as the cluster mean has a higher score in the second dimension, the
effect of this dimension is higher.

Lastly, the fifth cluster has a relative high score in the second dimension, similar to the fourth
dimension, indicating a high rating for questions 3, 13, 15 and 16. The positive value in the first
and third dimension show a high rating being given for questions 6, 7, 8, 9, 10 and 17 and a low
rating being give to question 2. The fourth dimensions shows that respondents in this cluster rated

questions 4 and 19 low and questions 11 and 16 high.

Table 7: Average ratings

Cluster | QI Q2 Q3 Q4 Q5 Q6 Q7 Q3 Q9 QI0 QII QI2 QI3 Ql4 QI5 Q16 QI7 QI8 QI9
17 14 10 12 13 72 26 47 70 7.7 27 63 11 14 13 11 31 13 57
15 21 12 1.7 13 96 68 82 89 96 61 84 11 15 15 11 78 13 36
27 15 11 12 13 19 13 18 32 31 15 32 12 25 14 11 15 13 47
40 47 28 40 29 70 52 56 68 76 39 60 17 30 31 17 64 31 5.1
46 47 49 48 53 62 45 52 59 58 47 49 70 72 74 71 60 64 65

T W N~

Finally, we investigated the adjusted rand indices (ARI) of all clustering results against each
other, which are presented in Table 8. It should be noted that the actual clustering structure is
unknown, making it impossible to compare the ARI’s with the true clustering structure. However,
assuming that the doubled RKM method performs relatively well, as suggested by the simulation
study, some conclusions can be drawn.

The results reveal that the clustering obtained from the doubled RKM method does not show a
high similarity with any of the methods. The simulation study showed that this was often the case

when there were noise variables present. This finding suggests that this application data set may
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contain noise variables, and therefore, not all variables may be crucial for the underlying clustering

structure.
Table 8: Application ARI
Raw Data Doubled Data Categorical Data
KM TD RKM FKM | KM TD RKM FKM | PAM TD CCA
KM 1
TD 0.997 1
Raw Data  prani 10998 0.994 1
FKM | 0.864 0.866 0.862 1
KM 1 0.997 0.998 0.864 1
TD 0.438 0.439 0.438 0.430 | 0.438 1
Doubled Data  pyeyy | 0620 0.622 0620 0617 | 0.620 0434 1
FKM | 0.576 0.578 0.577 0.589 | 0.576 0.439 0.859 1
PAM | 0.321 0.323 0.320 0.317 | 0.321 0.309 0.306 0.305 1
Categorical Data TD 0.141 0.141 0.141 0.146 | 0.141 0.133 0.192 0.185 | 0.118 1
CCA | 0.344 0.346 0.345 0.354 | 0.344 0.325 0.437 0.432 | 0.285 0.292 1

Additionally, descriptive variables were added to the data set to show the composition of the

different clusters based on the nationality, age, education level and income level of the respondents.

Figure 6 shows the descriptive values of the first cluster. Here we can see that this cluster

consists of approximately 500 respondents with most respondents having a Japanese or German

nationality. Most respondents are aged 50 years or older and have a middle to high educational

level. The respondents in this cluster have a low to medium income.

Country

0

20
1

51100

a

oEm
=1t
Mz
=33
om
=

0

20
1

51100

Age

a
=
=]

16-29 years
3049 years
50+ yewrs

Educational Lewvel

30

20
1

51 100

—

B Lower
B Middle
B Higher

¥

L]

51 100

Income Level

O Low
B Medun
O High

Figure 6: Bar Plots of descriptive variables from respondents in the first cluster

In Figure 7, we see the descriptive values of the second cluster, which consists of around 400

respondents. Here most respondents originate from Germany or the Netherlands and are mostly

aged 50 years or older. Similar to the first cluster, respondents in this cluster have a middle to

high educational level. The income level in this cluster is dominated by respondents with a medium

income.
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Figure 7: Bar Plots of descriptive variables from respondents in the second cluster

The descriptive values of the third cluster are shown in Figure 8. We can see that this cluster

consists of around 400 respondents as well. The respondents mainly originate from China, with

most people being aged 50 years or older. The educational level in this cluster is distributed fairly

even across the lower, middle and higher level. Respondents in this cluster mostly have a low to

medium income.
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Figure 8: Bar Plots of descriptive variables from respondents in the third cluster
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Figure 9: Bar Plots of descriptive variables from respondents in the fourth cluster

Figure 9 shows us the bar plot for the descriptive values of the fourth cluster, consisting of

approximately 150 respondents. This cluster consists mainly of respondents from the USA. The age
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is distributed fairly even across the three categories: 16 to 29 years old, 30 to 49 years old and 50
years or older. This cluster mainly consists of respondents with a middle to high eductional level
and a medium income.

The descriptive values of the fifth and final cluster are shown in Figure 10. This cluster contains
around 20 respondent, most of American heritage. Similar to the fourth cluster, the age distribution
is reasonably even as well. However, this cluster is mainly formed by respondents with a middle

educational level combined with a medium income.
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Figure 10: Bar Plots of descriptive variables from respondents in the fifth cluster

One additional application of the techniques discussed concerns a combination of doubled RKM
with correspondence analysis of ratings (CAr), which was originally introduced by Greenacre (1984).
A notable advantage of CAr is its ability to exhibit the spread of the variables. Specifically,
Greenacre demonstrated that by doubling the rating matrix, a symmetry is established between
the two poles of the bipolar rating variables. When the CA results of the doubled rating matrix
are plotted, it displays pairs of column coordinates (representing negative and positive associations)
that lie in a straight line passing trough the origin. The length of these lines and the proportion of
the negative and positive sections of the lines offer valuable information regarding the distribution
of the ratings. However, when applying doubled RKM, we do not apply RKM on the doubled rating
matrix, but on the standardised data set, following Equation 17. Section 3.2.5 and specifically Equa-
tions (14) and (15) show us the relation between the doubled points in CAr. This method is also
applied on the ratings of doubled RKM, to retrieve the doubled points. The depicted plot in Figure
11 illustrates this concept. The greater the distance between the poles, the higher the variance in
opinion regarding that particular question. If a question has a higher positive association than neg-
ative, such as in the case of Q16, the pole that is located farthest from the origin exhibits the least
association. Consequently, for Q16, this indicates that the negative association with this statement
surpasses the positive association, implying that most people rated the sixteenth statement low.
Thus, employing doubled RKM and computing the doubled points can provide meaningful insights

into the distribution of the various rating variables.
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Figure 11: Doubled RKM map. The dotted end of the lines show the part of the line that has a
positive association

6 Conclusion and Future Research

In this research, the main goal was answering the following research question:

How do different methods of cluster analyses combined with dimension reduction perform

when applied on rating data?

In order to address the research question at hand, we conducted a research utilising eleven distinct
clustering methods. These methods used various data coding techniques and analytical approaches.
Specifically, we utilised raw rating data, doubled rating data and categorical data as the three types

of data coding. Through research done previously, we determined that doubling the rating data
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set in conjunction with simultaneous dimension reduction and cluster analysis could lead to more
accurate clustering.

We conducted different types of analyses based on each of the three types of data coding. Firstly,
we applied clustering analyses on the raw data set. That is, without any dimension reduction
techniques used. For raw and doubled data, this involved regular K-means, while for categorical
data, we employed the partitioning around medoids (PAM) algorithm. Secondly, we performed
cluster analyses on the doubled rating data using a tandem approach. This involved applying
dimension reduction prior to clustering the data. The objective of this was to assess the effect of
noise variables on the clustering accuracy, as dimensions reduction should mitigate the influence of
such variables on the analysis. This tandem analysis entailed principal component analysis (PCA)
followed by K-means for raw rating data, correspondence analysis of ratings (CAr) for doubled
rating data, and multiple correspondence analysis (MCA) followed by K-means for categorical data.
Lastly, we employed methods that concurrently reduced the number of dimensions of the data set
while clustering the data. Past research has suggested that this approach could, in certain cases,
lead to a more accurate clustering structure than the tandem approach. The methods utilised in
this regard included reduced K-means (RKM) and factorial K-means (FKM) for raw and doubled
data, and cluster correspondence analysis (CCA) for categorical data.

To determine which of these methods performed best, we conducted a simulation study. In
this study, we simulated rating scale data by drawing variables from a Gaussian mixture model
and discretising the values. This allowed us to exercise control over certain parameters, such as
the degree of overlap between variables or the number of clusters. The eleven clustering methods
under investigation were then applied on these simulated data sets, and the results were assessed by
comparing the original cluster structure with the clustering obtained from the different methods.
We used the adjusted rand index (ARI) to evaluate the performance of each method. This metric
produces a score with an upper bound of one, with a higher score indicating greater similarity
between the clustering produced by a particular method and the original clustering structure.

The simulation study revealed that in instances where no noise variables were present, clustering
on the complete data set proved to be the most effective approach for recovering the original
clustering structure. This finding was not surprising, as implementing dimension reduction methods
on a data set lacking noise variables would result in a loss of information on the original clustering
structure. However, when assessing methods utilised on data sets containing noise variables, we
observed that the doubled RKM method demonstrated the highest degree of efficacy across the
majority of cases.

To conclude this research, we utilised the best performing method identified in the simulation
study, namely the doubled RKM approach, to analyse a real-world data set. This data set comprised
opinions on particular ethical statements from five different countries. Our aim was to demonstrate
how this method can be employed to conduct marketing research and illustrate its ability to visualise

the outcomes of cluster analysis. Furthermore, we showed the application of the doubled RKM
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analysis and its ability to visualise the distribution of the rating variables.

Comparative studies pertaining to rating scale data which compare multiple clustering methods
is pretty scarce. Moreover, while Greenacre introduced the technique of doubling rating data in
1984, it has yet to be applied in conjunction with this particular combination of methods. This lack
of research done in the literature underscores the significance of our research to the marketing field.

In this study, there is room for future research to expand upon the methods employed. Specifi-
cally, the rating data could be subjected to more analyses, such as MCA K-means or GROUPALS
(Hwang et al., 2006; Van Buuren & Heiser, 1989). These methods can be compared with the tech-
niques utilised in this research. In the Literature Review, we discussed rank order and successive
categories data. These types of data require distinct clustering techniques, unlike those used in this
research. By comparing the performance of methods applied on these types of data against those
utilised in this research, insights could be gained into the effectiveness of cluster analyses in varying
conditions.

The simulation study could be broadened to include a wider range of parameters. Due to the
computational limitations, we opted for a specific set of parameters in this research. However, with
additional time or computing power, more varied parameter values could be examined to provide
further insight into the optimal methods for specific cases. For instance, the number of variables and
noise variables could be increased beyond the three levels studied here. This study considered only
no noise being present or equalled the noise variables to three times the number of active variables.
These values represent extreme cases, and a wider range of noise levels would be more informative.
Additionally, the degree of overlap between Gaussian densities could be further diversified. The
assumption of the ratings being normally distributed does not always hold true in practice, thus in
future research, it could be interesting to investigate the accuracy of clustering when the ratings
are drawn from different distributions, such as a multinomial distribution. Finally, although the
correlation between questions within the same cluster was not controlled in this research, examining
these effect of varying correlation values could provide further understanding of the performance of

the techniques discussed.
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Appendix A: Table of Adjusted Rand Indices

Table 9: The average adjusted rand index, across all methods and data sets, relative to the
original clustering structure , where the leftmost columns indicates the parameters used to
generate each dataset. The green cells indicate the highest ARI of the corresponding data set.

Data Set Raw Data Doubled Data Categorical Data
Q N K Avg Overlap Balanced | KM TD RKM FKM | KM TD RKM FKM | PAM TD CCA
3 0 4 0.001 true 0.952 0.876 0.864 0.826 | 0.952 0.904 0.850 0.844 | 0.604 0.704 0.735
3 0 4 0.001 false 0.760 0.758 0.758 0.675 | 0.760 0.725 0.755 0.709 | 0.455 0.887 0.693
3 0 4 0.100 true ‘ 0.548 0.548 0.565 0.500 | 0.548 0.560 0.559 0.475 | 0.254 0.358 0.318
3 0 4 0.100 false 0.351 0.332 0.321 0.283 | 0.351 0.317 0.317 0.337 | 0.114 0.182 0.171
3 0 8 0.001 true 0.924 0.890 0.831 0.791 | 0.924 0.797 0.743 0.816 | 0.673 0.645 0.718
3 0 8 0.001 false 0.796 0.760 0.737 0.778 | 0.796 0.749 0.721 0.731 | 0.453 0.568 0.545
3 0 8 0.100 true 0.391 0.391 0.318 0.314 | 0.391 0.379 0.306 0.292 | 0.158 0.182 0.189
3 0 8 0.100 false 0.327 0.327 0.279 0.252 | 0.327 0.303 0.287 0.261 | 0.104 0.208 0.160
3 9 4 0.001 true ‘ 0.637 0.517 0.636 0.287 | 0.637 0.510 0.577 0.291 | 0.185 0.776 0.737
3 9 4 0.001 false 0.359 0.359 0.359 0.233 | 0.359 0.320 0.411 0.228 | 0.161 0.786 0.584
3 9 4 0.100 true ‘ 0.434 0434 0433 0.178 | 0.434 0.361 0.446 0.217 | 0.039 0.285 0.313
3 9 4 0.100 false 0.331 0.332 0.301 0.194 | 0.331 0.286 0.351 0.170 | 0.033 0.339 0.212
3 9 8 0.001 true ‘ 0.310 0.311 0.404 0.171 | 0.314 0.260 0.431 0.148 | 0.185 0.559 0.576
3 9 8 0.001 false 0.258 0.237 0.229 0.138 | 0.263 0.179 0.297 0.161 | 0.194 0.776 0.739
3 9 8 0.100 true ‘ 0.253 0.251 0.302 0.106 | 0.251 0.236 0.302 0.124 | 0.032 0.153 0.155
3 9 8 0.100 false 0.171 0.174 0.198 0.096 | 0.169 0.138 0.207 0.096 | 0.036 0.152 0.162
6 0 4 0.001 true 0.983 0.980 0.983 0.921 | 0.983 0.977 0.981 0.915 | 0.672 0.948 0.961
6 0 4 0.001 false 0.878 0.880 0.878 0.688 | 0.878 0.873 0.879 0.814 | 0.301 0.902 0.789
6 0 4 0.100 true 0.468 0.468 0.468 0.278 | 0.468 0.456 0.439 0.286 | 0.218 0.257 0.199
6 0 4 0.100 false 0.360 0.360 0.360 0.247 | 0.360 0.338 0.357 0.260 | 0.118 0.353 0.226
6 0 8 0.001 true 0.983 0.977 0979 0.954 | 0.983 0.912 0.979 0.950 | 0.513 0.646 0.747
6 0 8 0.001 false 0.921 0.877 0.958 0.879 | 0.921 0.786 0.918 0.914 | 0.412 0.767 0.694
6 0 8 0.100 true 0.342 0.342 0.324 0.286 | 0.342 0.327 0.327 0.282 | 0.139 0.109 0.104
6 0 8 0.100 false 0.332 0.333 0.330 0.279 | 0.333 0.309 0.327 0.272 | 0.134 0.138 0.152
6 18 4 0.001 true ‘ 0.813 0.813 0.811 0.307 | 0.813 0.772 0.962 0.325 | 0.138 0.831 0.850
6 18 4 0.001 false 0.495 0.495 0.495 0.167 | 0.495 0.493 0.538 0.183 | 0.149 0.880 0.864
6 18 4 0.100 true 0.440 0.440 0.437 0.141 | 0.440 0.400 0.404 0.141 | 0.034 0.225 0.204
6 18 4 0.100 false 0.346 0.346 0.350 0.128 | 0.346 0.325 0.308 0.134 | 0.053 0.223 0.233
6 18 8 0.001 true ‘ 0.848 0.843 0.869 0.188 | 0.847 0.557 0.870 0.195 | 0.143 0.681 0.770
6 18 8 0.001 false 0.551 0.550 0.564 0.230 | 0.551 0.483 0.632 0.239 | 0.107 0.708 0.640
6 18 8 0.100 true ‘ 0.278 0.280 0.278 0.099 | 0.274 0.266 0.283 0.093 | 0.023 0.103 0.070
6 18 8 0.100 false 0.264 0.266 0.264 0.093 | 0.267 0.239 0.264 0.117 | 0.045 0.144 0.097
20 0 4 0.001 true 0.967 0.967 0.967 0.603 | 0.967 0.966 0.966 0.572 | 0.547 0.955 0.955
20 0 4 0.001 false 0.966 0.966 0.966 0.446 | 0.966 0.966 0.966 0.449 | 0.331 0.943 0.947
20 0 4 0.100 true ‘ 0.172 0.172 0.178 0.082 | 0.172 0.174 0.176 0.072 | 0.073 0.083 0.124
20 0 4 0.100 false 0.144 0.144 0.143 0.074 | 0.144 0.161 0.160 0.065 | 0.082 0.117 0.138
20 0 8 0.001 true 0.966 0.966 0.966 0.669 | 0.966 0.959 0.963 0.674 | 0.387 0.891 0.900
20 0 8 0.001 false 0.832 0.832 0.830 0.662 | 0.832 0.812 0.812 0.597 | 0.341 0.787 0.666
20 0 8 0.100 true 0.113 0.113 0.108 0.051 | 0.111 0.102 0.111 0.054 | 0.050 0.023 0.034
20 0 8 0.100 false 0.116 0.113 0.096 0.049 | 0.111 0.104 0.098 0.053 | 0.061 0.029 0.061
20 60 4 0.001 true ‘ 0.969 0.969 0.969 0.151 | 0.969 0.968 0.970 0.149 | 0.147 0.951 0.948
20 60 4 0.001 false 0.883 0.883 0.881 0.134 | 0.883 0.881 0.882 0.129 | 0.081 0.850 0.836
20 60 4 0.100 true 0.216 0.216 0.204 0.026 | 0.216 0.211 0.204 0.035 | 0.017 0.023 0.026
20 60 4 0.100 false 0.172 0.172 0.171 0.040 | 0.172 0.174 0.183 0.027 | 0.016 0.036 0.036
20 60 8 0.001 true 0.953 0.953 0.949 0.126 | 0.953 0.946 0.951 0.126 | 0.081 0.810 0.452
20 60 8 0.001 false 0.731 0.732 0.708 0.141 | 0.732 0.718 0.740 0.153 | 0.083 0.683 0.455
20 60 8 0.100 true ‘ 0.092 0.098 0.089 0.020 | 0.101 0.099 0.081 0.014 | 0.015 0.004 0.005
20 60 8 0.100 false 0.138 0.135 0.118 0.022 | 0.139 0.131 0.117 0.029 | 0.019 0.012 0.010

50



Appendix B: Description of R Code

simulation.R

This code performs the simulation study. The data is drawn from a Gaussian mixture model with
controlled overlap. Five data sets are created for every possible parameter combination and for
every type of data coding. The eleven cluster methods are applied on each data set and the average

adjusted rand indices are calculated relative to the original clustering structure.

application.R

This code performs the application. Data from WVS is used. The data is filtered to only contain
the relevant variables. We sampled 300 observations from five different countries to create a dataset
containing 1500 observations. The data is again coded in three different ways. The eleven clustering
methods are performed on this data set. The ARI is calculated from the clustering of all methods
compared to each other. Lastly, doubled RKM is performed on the data to show the versatility of
the method and its visualisation. An elbow plot is made to determine the number of clusters. For
each cluster, bar plots are made to show the descriptive variables and how the different clusters are

composed.
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