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Data-mining application for country segmentation

Based on the RFM model
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2 Country segmentation based on R, F and M

This section introduces a novel country segmentation methodology based on the RFM
variables. The core of the methodology includes data preparation, calculating the RFM
amounts, clustering by K-means and fuzzy K-means algorithms, and comparing the
quality of these clustering methods.

2.1 Calculating the RFM variables

After data preparation, which is the first essential part of the data-mining procedure, we
calculated the RFM criteria. ‘Recency’ measures the interval between the most recent
time we had export to each of the countries and the analysing time. ‘Frequency’ measures
the export frequency within a specified period. ‘Monetary’ measures the total monetary
value within a specified period.
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