
Value-driven Marketing 

By John J. Coffey and Gene Palm 

 

Introduction.  Bank marketers are some of the most creative individuals within the banking 

industry.  They provide the warm and artistic impressions of the bank that customers find so 

attractive.  And the job can be fun.  By necessity, bank marketers must use some of the most 

sophisticated technologies available to effectively communicate their messages to people. 

 

For instance, when you want to produce a musical jingle for your bank, you need to think 

holistically about the project.  You think about the message and the musical style that will be 

used.  Your ad agency then hires the musicians to record the music.  A computerized recording 

studio digitally records the keyboards, bass, guitar, drums, singers and spoken message using 

multiple tracks or layers.  The production is further refined by mixing the layers to produce a full 

yet transparent sound.  It is the mixing or combination of these layers that provides the added 

value for the completed work. 

 

When you produce a direct marketing campaign for your bank, you need to think holistically 

about this project as well.  You need to think about which customers you wish to contact as well 

as the creative content of the campaign.  In addition, there is specialized technology you can use 

to help you effectively target these customers.  It contains financial and marketing data layers on 

all of your customers.  It is called a Marketing Customer Information File (or MCIF). 
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Like the recording studio, it is capable of manipulating layers of data.  It is the mixing or 

combination of these layers that provides the added value to your marketing efforts.  We call this 

mixing process value-driven marketing. 

 

Value-driven marketing is a holistic approach to marketing based on combinations of 

segmentation approaches– by customer, product, business line, delivery channel, geography and 

ultimately profitability!  It focuses on maximizing the value of the bank to the customer, and the 

value of the customer to the bank.  The goal of value-driven marketing is to help you orient your 

bank’s entire business toward maximizing value. 

 

To accomplish this goal, your bank’s business objectives must be based on accurate and timely 

marketing intelligence.  Marketing intelligence includes external as well as internal sources of 

data. 

 

While external sources of data such as competitors’ products and rates are important to 

understand, it is the internal sources of data that, if properly managed, can enable your bank to 

reach its business objectives in the most cost effective manner. 

 

Critical to this step is the MCIF.  By building a thorough knowledge base, you can leverage 

internal data into meaningful marketing efforts.  In Exhibit 1 we illustrate how an MCIF may be 

used to perform a variety of segmentation steps to increase the your bank’s value to its 

customers. 
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Exhibit 1 – Value-driven Marketing 
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Customer Segmentation.  A recent survey of 1,000 consumers by Deluxe Corp., St. Paul, MN 

suggests that banks do not know their customers well enough to present relevant offers.  

Customer segmentation involves the collection, analysis and use of customer-specific and market 

data that will allow your bank to make the right offer to the right customer at the right time. 

An example of customer segmentation may include using demographic data.  While 

demographic attributes used for segmentation purposes may include dozens of elements, some 

basic elements may include age, income, home ownership, length of residence, and occupation.   
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Customer demographics are important because industry trends dictate that banks must focus their 

efforts in order to derive market presence and positioning.  No longer can banks effectively be 

“all things to all people.” 

 

Customer segmentation based on demographics is also important because the stage of life of a 

customer can play a large role in what products that customer will purchase from your bank.  It 

may also be indicative of the way in which customers will use your products.  By examining the 

demographic makeup of your customers, you can first understand who your customers are – and 

whether you wish to pursue more like them! 

 

One bank in the Southeast used a combination of customer and product segmentation to study 

the demographics of their mortgage customers and how they used their mortgage product.  Their 

desire was twofold: 

 

1. Examine the demographic profile of their existing mortgage customers 

 

2. Target customers who were homeowners who had a similar profile to their existing mortgage 

customers but did not have a mortgage from their bank 

 

The demographic matrix of existing mortgage customers (Exhibit 2), was critical to meeting 

their objective to sell more mortgage loans.  We believe it is important to go well beyond age 

ranges and average income when identifying mortgage loan prospects.  To target customers for 

mortgage refinance offers, that is to target other bank’s mortgages for refinance with its own 
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mortgages, the bank had to consider factors such as home ownership, home value and length of 

residence.  Marital status and presence of children factors were also used. 

Exhibit 2 – Customer Segmentation 

Head of    Income % % With
HH Age $20k-$75k Married Children Length of Residence $25k-$100k

30-39 72% 78% 88% <=1yr 18%; 2-3yrs 22% 86%
40-49 69% 77% 92% 15+yrs 25%; 6yrs 11% 85%
50-59 63% 74% 77% 15+yrs 42%; 6yrs 8% 77%
Overall 66% 74% 81% 15+yrs 25%; 6yrs 12% 79%

 
 

Product Segmentation.  Knowing which products have been deployed to your customers and to 

what degree they have been used is also important.  Being able to analyze this at a snapshot is 

good, but having trends to analyze over time is even better.  When coupled with meaningful 

profitability analysis, product data then gains a whole new dimension. 

 

But product segmentation can go much deeper than just looking at the different products 

themselves.  Exhibit 3 illustrates that with product segmentation you can know how much, and 

in which combinations, your products have been purchased by your customers – and, how 

profitable those combinations are. 
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Exhibit 3 – Product Segmentation 

Single Service Checking - 63%
Avg. Profit = ($50)

Checking-Savings - 22%
Avg. Profit = $20

Checking-Savings-Consumer - 9%
Avg. Profit = $120

Checking-Visa - 5%
Avg. Profit = $140

Checking-Mortgage - 1%
Avg. Profit = $450

Combination of Services 

 
This knowledge will help you understand your customers’ buying behaviors and to structure 

your products accordingly.  For instance, with the proper combination of positive and negative 

incentives, banks have successfully designed checking products that have resulted in more 

profitable product use. 

 

It’s important to realize that customers can be influenced not only by negative incentives, but by 

positive incentives.  In fact, they respond much more positively to a “carrot” than a “stick”.  

When offered a $100 minimum balance checking account, don’t be surprised if the majority of 

your customers keep low balances in this product.  However, when customers are positively 

rewarded when they maintain higher balances, they typically deposit much more than is required. 

 

Such is the case of a Mid-south bank that redesigned its money market checking product using a 

combination of product and profitability segmentation approaches.  It introduced a multiple-
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tiered money market product that paid higher rates when customers maintained higher balances.  

Indexed off of a 90-day average Federal Funds rate, the bank’s customers could have received as 

much as 4.75% APY if their balances were $100,000 or more.  To the bank’s delight, customers 

were keeping an average of more than $55,000 in the newly redesigned account, as opposed to 

little more than $4,000 under the old structure! 

 

Other banks have also designed in incentives to encourage additional product use for customers 

who have only a checking account, which is by far the product with the highest incidence of 

single-service use.  In the 1980s, banks linked their checking account offers to other depository 

relationships.  In return for maintaining specified deposit levels, banks provided their “preferred” 

customers with monthly service fee abatement, free travelers checks, money orders and other 

services. 

 

In the 1990s, banks recognized that they were missing out on entire segments of their customer 

base – those with significant credit relationships.  As such, the definition of the preferred 

checking level was expanded to include loan balances. 

 

More recently, banks are defining the preferred checking customer as one who can maintain 

loan, deposit or off-balance sheet levels, like mutual fund and brokerage relationships.  In 

support of this concept, the Federal Reserve has carved out an exemption from Regulation Y, the 

anti-tying rule. 
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Regulation Y prevented banks from requiring customers to purchase one product to receive a 

discount on another.  However, in October 1994, the Federal Reserve granted banks permission 

to offer discounts to customers who maintain a minimum balance in a variety of bank and non-

bank products.  The Exemption allows customers to use balances in checking, savings, money 

market, CD, loan and brokerage or mutual fund accounts to meet minimum balance requirements 

for a reduced-fee account, such as checking. 

 

Business Line Segmentation.  You can garner valuable knowledge by identifying whether a 

customer is a business entity -- like a corporation, partnership, limited liability company, or 

whether that customer is a human being. 

 

In addition, you can gain meaningful decision making information by examining the purchase 

activities of your customers – whether they buy retail services like consumer loans and 

mortgages or commercial services like business checking accounts or a mix of retail and 

commercial products.  Having this knowledge can profoundly impact a your bank’s cross-selling 

efforts. 

 

Business line segments can be created to identify opportunities to increase overall institution 

profitability based on the contributions of the Retail, Mixed Use and Commercial relationships.  

With business-line segmentation, all of a your customers fall into one of these three business line 

segments as shown in Exhibit 4: 

 

 

© Profit Resources 1999 Page 8 of  15 



Exhibit 4 – Business Line Segmentation 
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• Retail households are non-commercial entities that purchase retail products exclusively.  For 

the most part, they are human beings.  In addition, all of their product purchases are of a 

retail or consumer nature. 

 

• Commercial households are comprised of commercial entities that purchase commercial 

products exclusively.  For the most part, they are businesses – partnerships, corporations, 

limited liability companies, associations and other professional groups. 

 

• Mixed Use Households may be comprised of both business and non-commercial entities that 

purchase a mix of products.  For the most part, this segment contains small businesses and 

their principal officers or owners. 
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With more than 37% of all U.S. households involving someone who has founded, tried to start, 

or helped fund a small business, you would be hard pressed to successfully serve your customers 

without this information.  For example, a doctor may have his clinic’s business checking account 

with your bank, but not his $300,000 mortgage or Mercedes car loan.  This may represent a very 

profitable cross-sell opportunity! 

 

One bank in Texas so valued their mixed use customers that it produced an Officer-call list of 

these customers so that their loan officers could follow up on any additional needs they might 

have.  Such a list could include the household profit as one of the variables to help the Officer 

determine the value of the relationship. 

 

Channel Segmentation. Like other retail services, your customers have many choices in 

accessing banking services.  They may use the branch, ATM, a shared-network facility or 

foreign ATM.  They may call in over the phone, or access services through a web page.  Through 

the services of third-party processing centers, automated loan machines and automobile dealers, 

customers can gain access to loans 24-hours a day, 7-days a week.  A typical breakout of select 

channel usage is shown in Exhibit 5. 
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Exhibit 5 – Channel Segmentation 

Proprietary ATM –Teller – 25% 

ACH – 5% 

Foreign ATM – 38% 

Channel Usage 

 
 

You can use an MCIF to review the channel usage of your customers.  Such analysis can help 

you better allocate product distribution resources.  For example, staff can be moved from the 

branch to the call center, like a large interstate banking conglomerate recently did.  If needed, 

loan officers may work out of a centralized area manning telephone banks rather than sitting in 

the branch.  Loan machines and self-service kiosks can be placed where the demand will warrant 

the investment. 

 

In addition, an MCIF can be used to design new products that actually provide an incentive for 

your customers to use the bank’s technology resources (e.g., ATMs, debit card and home 

banking) to conduct transactions. 
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Taking it one step further, channel segmentation can be combined with profitability analysis to 

calculate the profitability of each delivery channel, as one small shop in the Northeast did. 

 

Geographic Segmentation.  Local banks have traditionally had a distinct advantage in their 

ability to stave off competition due to their proximity to their customers.  However, with the 

advent of interstate banking this advantage may be short-lived for banks that operate in attractive 

markets. 

 

Visually depicting the geographic distribution of your customers, their loans, deposits and 

profitability in relation to the location of their branches can help your bank increase the 

effectiveness of their branch personnel.  (See Exhibit 6.)  Armed with this information, you may 

be able to develop truly “local” marketing strategies. 

Exhibit 6 – Geographic Segmentation 
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With an MCIF, your targeted marketing efforts can go beyond the mailbox and telephone so 

often used by direct marketers.  Product attributes can be modified to meet the needs of each 

unique geographic area that your bank serves.  If appropriate, sales territories can be developed 

based on the propensity of customers to conduct business at a particular branch. 

 

One bank based in Florida used a combination of geographic and profitability segmentation to 

determine the market potential of their northern market.  When they determined that the market 

provided them with only limited growth and limited profit opportunities, they sold those 

branches to another institution that could capitalize on the opportunity that was there. 

 

Profitability Segmentation.  Being aware of which customers are most profitable can support 

your decision making process.  With profitability segmentation, you gain the ability to study the 

buying behaviors of those customers that provide you with the greatest returns.  That is, to 

determine what products and what combination of products are the most profitable when used 

appropriately.  This information is critical for establishing benchmarks for profitably marketing 

additional financial services. 

 

The matrix illustrated in Exhibit 7 shows how households may be segmented by product and 

relationship profitability.  With it, you can determine the appropriate strategy for targeted 

marketing. 

© Profit Resources 1999 Page 13 of  15 



Exhibit 7 – Profitability Segmentation 
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A community bank in the Southwest has utilized profitability segmentation in combination with 

demographically-driven customer segmentation to increase deposits in a more profitable manner.  

Another bank in Oklahoma has utilized customer, product and profitability segmentation as the 

basis for their officer incentive program. 

 

The benefits of value-driven marketing.  Applying these value-driven marketing strategies in 

various combinations will allow you to devise marketing programs that will help you retain your 

profitable customers, deepen existing relationships for improved profitability and reposition 

product use among customers that do not contribute to profitability. 
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Above all, value-driven marketing provides a framework that helps you be creative with your 

MCIF.  You’ll not only increase your bank’s and your customer’s value – you’ll increase your 

value as well. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

John J. Coffey CPA and Gene Palm are the principal partners of Profit Resources, an 
international consulting company that provides a full spectrum of financial, marketing, research 
and technology related services.  The company specializes in the integration of mapping and 
Marketing Customer Information File (MCIF) technologies with financial data to improve its 
clients’ product, customer and branch profitability.  They can be reached at (863) 686-4385. 
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