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1. INTRODUCTION 

 

1.1. WHAT IS CRM 
CRM, which stands for Customer Relationship Management, is far from recent. The idea of 

CRM seems to have been coined at the end of the 80’due to the work of Siebel, Gartner, and 

IBM1 

What is the goal of CRM? Salesforce.com, the current world leader in CRM, explains it fairly 

simply: 

 “Customer relationship management (CRM) is a technology for managing all your company's 

relationships and interactions with customers and potential customers. The goal is simple: 

Improve business relationships. A CRM system helps companies stay connected to customers, 

streamline processes, and improve profitability. 

 

1.2. WHAT ARE THE COMPONENTS OF CRM IN B2Ci 
There are actually tens of different approaches on what CRM is. And all have their benefits 

and advantages.  

At HPT Ariane, we like the simple approached defined by destinationcrm.com: CRM is made 

of people, processes, technology and knowledge. 

In practice, what does it means that a well-functioning CRM should comprise: 

• A dedicated Team  

• A tracking system of the interactions between the organisation and the Customer. It 

can vary from a simple phone number to a plastic card or a mobile app 

• A system that tracks the transactions and can communicate to the Customers 

• A system that analyse the interactions (transactions) between the organisation and the 

customer 

• A set of processes that define what has to be done and how it has to be done (refer to 

CRM Retailers’ Routine) 

• A set of communication and action workflows between the CRM Team and the other 

concerned teams of the organisation (marketing, merchandising, operations, supply 

chain, finance…) 

 

 

 

CRM Retailers Routines 

 
1 Wikipedia 
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• Measure the performances of Loyal Customers 

• Monitor Health of Shoppers Loyalty through its segmentation 

• Identify Alerts on Shopper Loyalty health 

• Build action to maintain and drive up the performances of certain segments at risk 

2. STANDARD CUSTOMERS SEGMENTS 

The segmentation approach2 helps gather loyal customers by group of similar behaviors. There 

are 4 standard segmentations that are often used 

• Segmentation by Spending 

• Segmentation by value contribution 

• Segmentation by Frequency 

• Segmentation By Retention (or RFM segmentation 

Let’s review what each segment contains and why it can be useful 

2.1. SEGMENTATION BY SPENDING 
Customer Spend (also call customer basket value) tells the retailer how much customers are 

spending over a specific period of time. We can look at the spend as a total value, a value 

per trip. The first information the retailer wants to know is what is the average spend, and often 

on a daily basis. As there is a large variety of spending amounts.  This data is informative but 

doesn’t help much understand what the structure of our Customers in terms of spending is. 

To have a better read, we want to split this Average spend into brackets – or tiers - of 

spending. There are several methods of creating tiers, and each of them has its own benefits.  

Let’s take a simple approach. 

 

Imagine my average spend is at 10 USD. When I look into the variety of my customers spend, I 

can see that the lowest spend is around 1 USD and the Highest spend is around 20 USD. To 

have a significant understanding of my customers, I decide to create 5 groups of spending: o 

to 4 USD, 4.01 USD to 8 USD, 8.01 USD to 12 USD, 12.01 to 16 USD and finally 16.0 to 20.USD 

 

My interest is to identify, among these segments, what is their ranking in terms of profit, sales, 

transaction and growth. 

 

 
2 While it is scientifically difficult to predict the actions of separate individuals, it is statistically 

easier to predict the evolution of a group 
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Nbr of 

Customers

Share of 

Customers

Nbr of 

Transactions

Share of 

Transactions

Share 

of Sales

Share 

of 

Margin

0 to 4 USD 34,789       18.68% 208,734         23.24% 21.55% 15.50%

4.01 to 8 USD 57,834       34.60% 231,336         25.76% 24.76% 23.79%

8.01 to 12 USD 56,982       24.04% 227,928         25.38% 28.96% 30.06%

12.01 to 16 USD 23,454       13.78% 70,362           7.83% 9.89% 11.78%

16.01 to 20 USD 63,928       8.90% 159,820         17.79% 14.84% 18.87%

TOTAL 236,987     100.00% 898,180         100.00% 100.00% 100.00%  
 

With this first segmentation approach, the retailer can already see: 

• Which Spend segment is the most important for sales, which one for margin 

• Where is the heart of its market (1/2 of its sales are done with basket below 8 USD value) 

• Which segment might be the priority to work on for low hanging fruit in terms of spend 

growth (the segment with the highest share of traffic, hinting that these customers might 

be the ones visiting the store the most often) 

 

By Looking at data, you can then avoid assumptions (for example, my most valuable segment 

is the group of customers who spend more than 16 USD) and take action (for example: increase 

by 0.1 USD the spend of the majority of customers who spend between 8 to 12 USD) 

 

2.2. SEGMENTATION BY CUSTOMER LIFETIME VALUE 
This customer segmentation is a simple – and very efficient one. It simply define a Pareto like 

analyse where we segment the customers in groups of profit contribution 

 ii 

[Source: cleverism.com] 

Category A represents the most valuable customers that you have. They contribute 

heavily to your overall profit without eating up too much of your resources. This 

category will be the smallest category reserved exclusively for your biggest money 

makers. Ideally, they’ll be close to the limit in terms of revenue potential. 
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Category B represents your middle of the road customers or products. Many wrongly 

approach this group as those who contribute to the bottom line but aren’t significant 

enough to receive a lot of attention. The customers will generally not be spending as 

much as they could be. 

Category B is all about potential and might be the most valuable ones for the future of 

your retail business. The members of this category can, with some encouragement, be 

developed into category A customers by either visiting the store often, spending a bit 

more at each trip…or both! 

Category C is all about the hundreds of tiny transactions that are essential for profit but 

don’t individually contribute much value to the company. This is the category where 

most of your customers will live. It is also the category where you must try to automate 

sales as much as possible to drive down costs. 

Category C is made up of the rest of your customers. Category C includes customers 

who turn up every once in a while and make a purchase. It might also include those 

consistent customers who make a lot of small purchases. These customers will spend 

money but won’t contribute very much to your overall sales and profit. These 

customers also tend not to have much potential. 

By looking at your customers in terms of profit margin and potential, you’re creating a 

multi-dimensional view of your customers. Sales figures alone can be misleading. 

Seeing a customer who makes a weekly purchase for a small amount might trick you 

into thinking they are a valuable customer when they really are not. 

 

2.3. SEGMENTATION BY SHOPPING FREQUENCY 
The purchase frequency segmentation is an analysis providing an overview that 

breaks down your customer base by the number of transactions they made during a 

specific period of time. 

This analysis creates groups of customers using the number of shopping trips as the 

differentiating factor. 

The first objective of the Customer segmentation by shopper frequency is to help 

understand the buying habits and monetary base of your customers.  

The first benefit of Customer segmentation 
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Purchases per 

Month

Nbr of 

Customers

Share of 

Customers

Average 

Spend

Share 

of Sales

Share 

of 

Margin

Margin 

Rate

Less than 1 time 4,509         7.80% 14.89             21.55% 15.50% 14.65%

1 time 17,876       30.93% 17.76             24.76% 23.79% 16.78%

2 times 19,765       34.20% 15.45             28.96% 30.06% 17.56%

3 times 12,093       20.92% 11.89             9.89% 11.78% 12.67%

More than 4 times 3,556         6.15% 3.34               14.84% 18.87% 10.45%

Total 57,799       100% -                 100.00% 100.00% 13.65%  

 

2.4. SEGMENTATION BY RETENTION 
This segmentation marries 3 components that build the RFM model: 

• Recency: when is the last time customers shopped with us 

• Frequency: How often do they shop, and they have been shopping with us for 

how long? 

• Monetary:  

When crossing these 3 dimensions, we can identify where are the highest value 

customers, as shown below. 

 

Source: Towardsdatascience.com   

What the RFM segmentation brings is that it not only focuses on what the Customers have 

done in the past, but also, building on their respective purchase history and habits, what value 

they might be providing in the future: the Customer Lifetime Value. 

This segmentation can provide 4 groups as described below. And it becomes then clearer for 

the marketer to decide what type of actions to take by group. 
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For example  

(fromtowardsdatascience.com) 

• Disengaged: Engagements calls 

• Star: gratification and bonuses 

• Light: reactivation campaigns 

• New: Close communication 

 

 

 

 

 

 

 

 

3. SEGMENTATION USAGE IN TE CRM RETAILER’S TEAM  

The CRM team has basically 2 objectives: Increase the Customers’ lifetime value and 

Understand Customer Behaviors 

3.1. INCREASE CUSTOMER LIFETIME VALUE 
This part of the CRM Team’s responsibilities build on analytics and automatisms to 

generate Customer Engagement Action (or Campaigns). To achieve this objective, a 

certain number of tasks need to be done 

• Increase general spending of existing customers [the use of the segmentation 

by spending and the analysis of its components are quite useful here]. This can 

take place at the spending per trip level or trip frequency level 

• Maximise the Profitability of existing Customers [RFM segmentation]. The 

objective here is to design engagement activities or campaigns for each 

segment of the value matrix 

• Recruit New Customers 

• Recruit New Loyalty Program Partners to not increase the stickiness off existing 

customers but also increase the attractivity of the program to recruit new ones. 

• Engage Vendors in Specific CRM activities supporting one of the 4 above tasks 
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The output of this Responsibilities are, for example: 

• Sponsored Campaigns with Vendors  

• Retailer Driven Campaigns 

• Recruitment Campaigns 

• Selling Price recommendation for Merchandising 

Some of the main Alerts the CRM Team will be looking for are: 

• Shoppers whose spending is dropping 

• Shoppers whose number of items by basket is decreasing 

• Shoppers whose frequency is dropping 

• Customers changing segment in the Value matrix 

• Shoppers who move their ranking as value contributor 

To function fully, the CRM Team must not only propose commercial initiatives to support 

the Company’s Promotion Plan, and also set up its own Communication Plan. The CRM 

Communication plan has to become a part of the Company’s Communication Plan. 

3.2. UNDERSTAND CUSTOMERS’ BEHAVIORS 
 

As behaviors are, by nature, permanently changing, it would be more appropriate to 

say that this responsibility is more about to understand the Change of Customers’ 

Behavior.  

These changes are critical as they basically drive the evolution of the organisation’s 

commercial offer: 

• What are the products or product types we need to bring in the Assortment? 

These we can consider removing? 

• What are the categories to which we need to give more space? 

• What are the categories adjacencies we need to consider or re-consider? 

• … 

Beyond the key 4 segmentation tools we previously shared, the fundamentals of 

Customers’ Behavior change can be captured by addressing 4 questions when 

comparing 2 purchase periods: 

• What the customer stopped purchasing 

• What the customer started purchasing 

• What the customer purchased less 

• What the Customer purchased more 



HPT CONSULTING  R E T A I L  M E C H A N I C S  

Hypertrade Consulting Co., Ltd   P a g e  | 8 www.hyper-trade.com 

For example, I notice that my sales of Instant Coffee are going down. I check the 

penetration of Coffee over 2 periods of time and nothing really changed so the 

challenge is not in my Category.  

I then identify: 

• The list of Customers who stopped purchasing Instant Coffee during these 

periods 

• The List of Customers who spent less in Instant Coffee during this period. 

I then gather these 2 lists and, for these individuals who either stopped buying Instant 

Coffee or purchased less Instant Coffee, I am looking at what are the subcategories 

that these customers either purchased more or started purchasing. 

After removing the impact of promotions, I realise that - for example – 53% of the 

people who either stopped or decreased their purchase in Instant Coffee grew their 

purchase in Coffee Capsules by 72%. 

I can then convey this insight to both Marketing Teams and Merchandise Team 

To be efficient, this Customer Behavior Research is done according to a schedule. To 

benefit from these findings, a regular meeting between CRM, Marketing and 

Merchandising teams is necessary. 
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4. PUTTING YOUR CRM DATA IN MOTION 

This simple check list will bring you closer to maximizing the use of your Data to drive 

your Customer Lifetime value and acquire new customers. 

 

 Y/N 

We can access existing Customer Data 

 

 

We can have regular access to Customer Data Updates 

 

 

We can have regular access to Loyal Customer Transaction Details 

 

 

We understand that the Loyalty Program must be Mobile 

 

 

We are fully aware that CRM Activity is a data and facts-based 

activity 

 

 

We can have regular access to Loyal Customer Transaction Details 

 

 

We can setup a Team dedicated to CRM 

 

 

We have a clear idea about the CRM Team structure 

 

 

We have a clear idea on how CRM Team will interact with other teams 

 

 

We have a clear idea of the CRM Team’s Job Description and KPI 

 

 

We have already budgeted the sales and profits Loyal Customers 

should represent in the organisation 

 

 

We understand we need to engage other business partners and 

vendors to maintain the attractivity and stickiness of our loyalty 

program 

 

 

If you Total more than 6 “yes” to these questions, then you are ready to move forward. 

 

And of course, we can help 
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i CRM in B2B is ls 
ii Customer Lifetime Value: The factors that are taken into consideration when calculating 

CLV are: gross contribution per customer per year (GC), retention rate per customer per year 

(r), number of years the customer is projected to be retained (n), and the yearly discount rate (d). 

While there are various formulae for calculating CLV, a simple formula is computed as: 

 

 

 


