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AHHOTanusi: B TMHAMHYHOM M KOHKYPEHTHOM OaHKOBCKOM CEKTOpe 3((eKTHBHAS CErMEHTAIHs KIHCHTOB SIBIISICTCS
Ba)KHBIM 3JIEMEHTOM ISl MHAMBHIYAIU3alMU YCIYr W YIYYIICHHUS YIPABICHUS B3aUMOOTHOIICHUSMH C KIHCHTaAMHU
(CRM). B naHHOUW craThe MPEOCTAaBICH BCECTOPOHHUH 0030p CYIIECTBYIOIIMX METONWK CETMEHTAUH KIHNEHTOB B
0OAaHKOBCKOW HMHIYCTPHH, BBIACISIS KIIOUEBbIE CETMEHTBI, YacTO 00CYXIaeMble B JINTEPAType, TaKhe Kak JeMorpa-
(uueckue, MoBeJCHIECKHAE U APYTUe TUIIBI CErMEHTOB. Ha OCHOBE 3THX OCHOBHBIX IOJIOKEHHH MpEIIaraeTcs HOBBIN
MOAXOJ] K CETMEHTAIINH, KOTOPbIi aipecyeT COBPEMEHHbIE BbI30BbI U BO3MOXKHOCTH B OaHKOBCKOW cepe. CuHTe3upys
TEOPETUICCKUE UCU C MPAKTUICCKHUMHU IPUMEHEHUSAMH, JaHHOE UCCICIOBAHUE MPEIaraeT IEHHOE PYKOBOACTBO IS
6aHKOBCKI/IX CIICIIUAJIMCTOB, CTpeMﬂIlII/IXCSI OHTI/IMI/I3I/IpOBaTI> CErMCHTAIIUKO KIIMEHTOB U praBHeHI/Ie CRM Hpe}lﬂo—
JKCHHAs MOJICJIb CETMCHTAI[UM HE TOJBKO YIIyONseT MOHMMAaHWE KIMEHTOB, HO M CIOCOOCTBYET CTPATETHYECKOMY
MPUHSATUIO PEIICHHUHA, YTO B KOHEYHOM UTOTE CITOCOOCTBYET KOHKYPEHTHOMY MPEUMYIIECTBY U JOITOCPOYHOMY YCIIEXY
OaHKa.

KioueBble CJIOBA U CJI0BOCOYETAHMSI: YIIPABICHUS B3aUMOOTHOIICHUSIMH C KIIMEHTAMH, CETMEHTAIINS, PEaKTHBAIIHS
KIIMEHTOB, y/IepXKaHUE KIMECHTOB

A huge part of the attention of the global e personalized approach to customers,
banking industry has been directed towards e marketing automation,
digitization and the integration of technologies in e collection of aggregated information about
recent decades. Customer relationship management  cystomers,
(CRM) and the use of CRM software are also part of e customer financial and personal data

this. In the banking sector, CRM can be used in  reporting,
different ways and purposes [1]:
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e automation of contact center work, etc.

To achieve the goals listed above, companies
integrate (Saleforce, Inc. Microsoft, Hubspot, Zoho,
SugarCRM Inc.) or create their own CRM tools.
The global banking CRM software market was
valued USD 9.5 billion in 2021 and is projected to
reach 39.2 billion by 2031 [2].

The concept of customer relationship
management in banking and almost all applicable
industries is about creating and maintaining long-
term relationships with the customer that are
profitable and beneficial to both the customer and
the business. In the context of this idea, banks can
create relationships with each customer or groups of
customers that should be formed taking into account
certain circumstances.

In order to develop and implement an effective
CRM strategy, banks should segment their
customers according to age, place of residence,
profitability, behavior, preferences, etc. Correct
customer segmentation helps banks develop and
implement a more personalized strategy, ensuring
higher rates of customer loyalty.

Banks adopt aggressive behavior towards the
most profitable and valuable customers very often,
which is acceptable. Many service organizations use
the 80/20 rule as a basis, according to which 80% of
the company's profits come from only 20% of the
customers, which in itself is not a bad indicator,
especially since some studies have shown that in the
case of banks the 150/20 rule may also apply [3].

The effectiveness of the CRM strategy in any
company, including banks, is largely determined by
the customer segmentation ways. What is the basis
of the latter, are the customers included in each
group similar to each other enough, and do the
campaigns carried out for them give the maximum
results? In itself, customer segmentation is the
division of the entire customer base into separate
groups that have similar characteristics, needs,
behaviors and may require special treatment.

Customer segmentation based on their
preferences, needs, wants was almost non-existent at
one time, as many companies adopted the option of
mass targeting due to a very narrow range of
products presented to the customer. A perfect
example is the idea of Henry Ford, CEO of Ford
Motor Company in the 1900s, that his customers
could choose any color car, as long as it was black
[4]. However, over time, the wide range of products
and services has led to a discernment of needs and
wants, which has led to changes in mass targeting
strategies. Companies began to understand that
customers differ in needs, shopping behavior, tastes,
which became the basis for the formation of
different target groups. As a result, companies
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started to separate segments from the whole to meet
one or more needs.

As a result of all this, 2 directions began to be
used in practice for more effective implementation
of marketing campaigns: niche marketing and
micromarketing. In the case of the first version, we
are dealing with larger segments that have
similarities and there is generally no competition in
the group, and the second is part of the previous
one, but the target groups are narrower and are
therefore local and individual [4].

In practice, the vast majority of companies base
segmentation on such features (especially in case of
local marketing) as [4]:
geographical — this groups customers by
region, city, village, community, etc. In this case, the
bank has a large group of customers who live in
Yerevan and are more interested in mortgage loans,
and another group whose customers live in Ararat
province and prefer agricultural loans, and so on. As
a result of this, banks can even group their services
by region and offer them only to residents of certain
parts of the Republic of Armenia (for example,
border residents).

e Demographics — this takes into account

customers' age, employment, gender, education,
income, marital status, etc. Banks can have a
customer group that consists of unemployed
students and offer special tuition loans and student
cards to them, or a segment that includes young
professionals and offer them travel cards. Among
the components of the demographic characteristic,
the incomes of customers are of great importance
for banks, because the profit obtained by the bank
directly depends on it.
Psychological — here customers are grouped
into segments formed based on lifestyle or
personality characteristics. Banks will form groups
of customers by for example finding out their
preferences and understanding what kind of service
users they are, whether they are more savers,
spenders or price sensitive.

e Behavioral — segments are formed based on
their attitudes, knowledge, personality, service usage
patterns or responses. In the banking world, we will
have segments where there will be customers who
are always waiting for technology updates, rate
reductions, quality enhancements, personalized
offers, etc.

These are the most common segmentation
bases used in practice, but most companies do not
stick to any of them because these are the top tiers
of segments, below which sub-segments are already
applied, which are often groupings of these
characteristics. It can be very easy for companies to
group customers by age or gender, but conducting
activities with such segments can have very low



efficiency: this is where it is important to pay close
attention to customer behavior and taste. Of course,
there are directions where the segmentation with
such characteristics has its great effectiveness, but
this is rare. for banks to work with pension
cardholders, it is clear that those aged 63 and over
will be targeted. In practice, apart from the four
main characteristics of segmentation mentioned
above, a number of other groups can be found such
as [5]:

e technological — do customers use the
products via mobile apps, mobile browsers, desktop
or other options? In the banking industry, this is
useful, for example, to cross-sell applications after

they are released, encouraging customers to adopt
them.

e Based on needs here customers are
grouped mostly by the needs and requirements they
have for the product or service. It is ineffective to
offer loans of the same type, interest rate and limits
to customers with different living standards.

e Based on values — the basis of grouping
here is actually the economic status of the customers
and based on this, high, medium, low price products
and services are offered.

All the segmentation types mentioned above
and the groups of main features in them can be seen
in table 1.

Segmentation type

Main features

Geographical Location, preferred language, workplace, etc.
Demographic Gender, age, employment, family income, marital status, etc.
Psychological Values, interests, personality, etc.
Behavioral Customer lifecycle stage, site activity, last contact with customer, knowledge,
etc.
Technological Device type, operating system type, browser type, etc.

Based on needs

Product specifications, service needs, delivery method, etc.

Based on values

Customer satisfaction level, number of purchases, average buying price, etc.

Table 1: Key factors of customer segmentation

In banking and in almost any business, it is
critical to consider the value you receive and expect
from the customer. When developing a CRM
strategy and segmenting customers, it is also a
cornerstone to calculate the customer lifetime value
(CLV) KPI. CLV is generally the present value of all
future profits expected from the customer over the
lifetime of the relationship with the company [6].
The indicator has 2 important features. the
calculation can be performed for each customer or
any segment of customers, which makes it possible
to find real profitable customers and it includes the
probability of customers preferring the competitors.
The basic formula for CLV calculation [6] is:

T
(Pt — ¢t _

CLV =
t
& 1+4d)

AC

where,

p: - the customer’s payments sum amount at time t,
c: - the cost of services provided to the customer at
time t,

d — discount rate,

1, - the customer's probability of repurchasing at
time t,
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AC — acquisition cost,
T - the future time period in which the CLV is
calculated.

As a result, it is possible to have the CLV of
each customer, which can be used as a new basis for
customer segmentation. The breakaway groups will
differ in their profitability for the bank, and it is not
surprising that the bank will focus heavily on
retaining and not losing customers with high CLV
while trying to bring those with low CLV to the
level of predecessors.

When it comes to customer lifetime value
(CLV), F. Battle and S. Maclan in their work
"Customer Relationship Management, Concept and
Technology" point out that in one out of every five
banks, the CLV ratio is not calculated, which,
combined with the incomplete study of other
financial indicators, is the basis for the lack or
ineffectiveness of cross-selling [7].

In practice, one of the most important stages in
the process of customer segmentation is the
choosing of the criteria that distinguish these
groups. Above we have already discussed the main
metrics that are the basis of the formation of these



groups. But apart from that, companies should
define 2 criteria for evaluating segments. One of
them is called knockout criteria, which is the basic
and non-negotiable criteria of the segment that the
company will use when targeting. The second group
i1s called attractiveness criteria, which is used to
evaluate the relative attractiveness of the remaining
parts of the segment that meet the previous criteria
[8].

Several important conditions should be taken
into account when creating segments with the
knock-out factor:

e segments must be homogeneous - customers
who are part of the segment must be similar
to each other,

e segments must be distinct — the customers
who are part of the segment must be
distinctly different from the members of
other segments,

e segments must be large enough — the
number of people who are part of the
segment must be enough to make it worth
spending additional resources to perform
certain actions,

e segments must correspond to the company's
capabilities - the company must have
adequate capabilities to meet the needs of
the given segment,

e the customers who are part of the segments
must be recognizable - the latter must be
noticeable in the market,

e the segment must be reachable — there must
be ways to reach out to customers.

And the criteria of attractiveness is already
manifested narrower, in a unique way, characteristic
for the given segment. In this case, the segments do
not correspond to the given standard, but they
somewhat characterize the latter.

All this can be done in any company, including
the banking sector, by the CRM team, but it is very
important to involve top management in the process
as well. Naturally, the latter will not be involved in
the day-to-day work with these segments, but they
should have a general understanding of what kind of
customers exist and what transitions exist between
these segments at different periods of time in order
to make clear decisions in the overall strategy.
Based on this, we offer another option of
segmentation, which should already be visible to the
management, consisting of the following groups:

e new customers — depending on the

company's performance and in this case the
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type of banking product, the standards
imposed on this group may be very
different. These are the customers who
become a bank customer for the first time -
first bank card, deposit, loan, etc. If we are
talking about, let's say, a bank card, and
after acquiring it, the customer continues to
actively perform operations during the
following 7-30 days (the number of days
can vary strongly depending on the
organization and historical data), the latter
can move to the next segment.

e Active - those customers who, having
passed from the previous group to this
group, continue to actively perform various
operations. If their activity decreases or is
interrupted, say in 30 or more days, they can
move to the next group.

e Churn - this is where customers mostly stop
using the company's services, and a CRM
strategy is of great importance to bring these
customers back to their previous status. A
customer can stay here for up to 6 months
(again, the terms can vary greatly depending

on the business and type of
banking/service), after which we have 2
options.

e Reactivated — this is the group of churn
customers who are able to be reactivated
and they start to act like 2nd segment. Here,
it is also very important to implement such a
strategy that it is possible to keep the
customer as long as possible to avoid
churning again.

e Dormant — this is the extreme version of the
churn customers, when it is much more
difficult to reactivate the customer, but not
impossible. Here the client can stay until a
new action is taken by the latter.

In Figure 1, we can see the overall cycle of the
segments listed above, and this is, of course, similar
to the entire customer life cycle. There are various
tools where, by entering the relevant data and the
parameters of the segments mentioned above, it is
possible to see the segments and the movement of
included customers at any moment of time. In other
words, the company's top management should have
the opportunity to see, for example, which part of
new customers becomes active within a
predetermined period, which part goes from active
to churn, and so on.



Figure 1: The movement of customer segments.
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