
A QUESTION OF
----------- STRATEGY

To niche or not to niche, that is the question!  Is your bank’s strategy to
research the desires of current customers, segment them into unique
populations, and then create custom products?  Or conversely, is it to be “all
things to all people” within a certain community?  Both have been successful
tactics, but which one is right for your institution?

Working best for most banks in metro areas are those that create niches —
banks within banks, if you will — like private banking.  The mission of the
Private Banking Division of First Bank in Minneapolis, Minnesota is “to be the
primary provider of financial products and services for the affluent customer.”

To become a Private Banking customer, you have to meet certain personal
asset and annual income criteria.  A private banker is assigned to handle both the
individual’s personal and business financial needs.  To give the bank a
competitive edge and give personal, “high touch” attention to those individuals,
private bankers handle far fewer accounts and provide customers with
practically everything from delivering cash to babysitting.

In the December, 1990 issue of Banking Marketing, Consulting Editor Barry
Deutsch (who addressed members of Minnesota BMA in May of this year)
published an article entitled, “A Conversation With Philip Kotler.”  In it Kotler
states that “customers are willing to pay a premium for being well served”
because they “understand” their personal situations.   “Volume is achieved . . .
by serving several niches especially well.”

“Instead of viewing the bank as an assembly-line provider of standardized
services, the bank can be viewed as a job shop with flexible production
capabilities.”  “In the ‘90s I suspect that most successful banks will be those who
get into relationship marketing on an individual basis.  They will be able to read
the needs of each individual customer in their target group and provide a menu
of appropriate services for each individual.”

Everyone in marketing has heard so much about niching, and the importance
of dividing up your customers into niches.  But there are plenty of banks in
Minnesota that are successful with the strategy of providing a wide variety of
services, broadly targeting “people who are from all ages and walks of life [and]
from all income levels.”

This is especially true if you are a big bank in a small town, like Goodhue
County National Bank in Red Wing, Minnesota.  Their marketing plan has very
little to do with segmenting the marketplace, and more to do with achieving
loyalty, through years of safety, security, and providing the “absolute best
service.”  There is a friendly energy that is directed towards customers and
potential customers alike.  The bank projects  an image that it exists to serve the
community, is involved with local interests, and re-invests in the community.
Employee happiness is stressed, and thus management facilitates, encourages,
and responds “to creativity and sales efforts throughout the organization.”

But even a bank like Goodhue feels a need to compete through providing a
limited amount of niching, offering special packages of services to groups of
people who already have a developed relationship with the bank.  Predicts Philip
Kotler, “I’m beginning to think that [service quality is] becoming a necessary
condition and not a differentiator.”  “The winners will be the turbo-marketers —



those who can implement good marketing practices and ideas faster than their
competitors.  Typically in any industry, the ‘first movers’ tend to gain the upper
hand.”

“For so many years we saw markets in the United States as very large, and
consisting of people with similar needs.  We urged companies to practice mass
production, mass distribution, mass advertising and mass marketing.  Today we
see the marketplace as consisting of a multitude of micro markets with quite
different needs, wanting different things and reachable through different
media.”

Kotler suggested that the era of mass mailing was dead, and that a
segmentation called “customized marketing” lives.  Disappointed that the
banking industry is not marketing effectively, he called them “slow learners.”
“Many banks are still very product- and sales-centered.  They equate marketing
with advertising and promotion.  They don’t see the strategic marketing
homework that must be undertaken before the bank advertises and promotes
itself.”


