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ABSTRACT

This research proposes modeling development for 1,051 bank branches as
specialized financial institutions (SFIs) by using k-means clustering, a data mining
technique, to segment bank branches into groups according to branch profile,
performance, transaction history, and geographic information. This is followed by the
cross-industry standard process for data mining (CRISP-DM), an open standard process
model describing common approaches used by data mining experts. It consists of
business understanding, data understanding, data preparation, modeling, evaluation,
and deployment. Cluster analysis suggested that bank branches can be divided into
three main clusters: high performance and high transaction branches; poor
performance and poor transaction branches; and high transaction and competitive
branches.

Results of characteristics of the three main clusters were that high
performance and high transaction branches and poor performance and poor
transaction branches could respond to social banking policy and create equality in

access to financial services in rural areas.
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The research also reclassified results of the three clusters through k-means
clustering again. These results were grouped into seven sub-clusters to be used in the

proper formulation of strategic recommendations for each branch cluster.
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