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4.3 4 R AR AE (IBM >
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EDS: CSC)

(=)i# 1z BRF5 421t Service Providers

.49 1% 4 s 7 2 (MCI)
2.4 weg A a (AOL »

MSN)

3.1 1 4% (phone > cable)

(2t

1.3 % £]% (Disney »
2.3 Bb 4 JE % (Microsoft » Oracle >

Time-Warner >

3R EE(IBM > HP > Compaq: Cisco)

Dow Jones)
Sun-Netscape)

1.Users
(DHE-Commerce:
Cisco, Amazon

(2)Content aggregators:

AOL, Yahoo
(3)Market Makers:

E*Trade, B2B Ex
(4)Service Providers :
IBM, EDS

2.Communications Service

Providers

(5) Backbone:

A

3.Suppliers
(8)Content creators:
Disney, Dow Jones
(9)SW suppliers :
Microsoft, Oracle
(10)HW suppliers:
IBM, HP, Compagq

MCI, Sprint

(6)ISPs/OSPs:
»  AOL,AT&T

Home

Organ.

(7)Last mile -phone, cable:
»  AT&T,Bell,Atlantic
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16 ~ 48 B M

— ~ M4k — : Estimating Lifetime Value

Proxy variables

Used as a
proxy variable

Consider using
for LTV
variable later

Past and expected future customer revenue

Past and expected future customer profit

Expectation about future loyalty

Opportunities for up-selling and
cross-selling

Collaborative value —willingness to
communicate/engage/participate/respect to
surveys - ect.

Accounts payable-the speed at which
customer pays

Time and effort customer devotes to the
relationship

Rank order into five equal-size groups » or
quintiles

Determine the percentage of profit to your
firm represented by each quintile

Explore ways to build a “picket fence”
around your top tier that will help you focus
on these customers and strengthen their
loyalty.
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Differentiating Customers by Value > divide your
customers bade into its constituent elements

Who
Will
Do It

By
When

Init.
And
Date

Task

75%
Done

100%
Done

National or strategic accounts

Large enterprise customers

Medium or small business customers

Geographic regions

Consumers

Heavy users versus infrequent users

Other

Rank your customers

by importance to your enterprise

Influence on others

Collaborative value

Public reputation

“prestige” accounts

Short-term task: decide how to rank-order your customers
Long-term task: how to calculate the value of customers

Weighting variables

Ask customers how much business they
are giving to competitors

Calculate your share of customer for
each

Consider possible customer database
algorithms

Take a longitudinal customer snapshot

Contact a forward-thinking
knowledge-base/research firm for help
with LTV mofeling

Determi

ne who your MVCs are

What percentage of your total customers

What percentage of your total business
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Determine who your MGCs are

What percentage of your total customers

What percentage of your total business

Determine who your BZs are

What percentage of your total customers

What percentage of your total business

Begin this task

Call center

Customer service

Amount spent on dialogue

Degree of customization

Web site

How customers stand in line

Levels of complaint resolution

Business-to-business: which customers
get your weekend pager number?
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=~ 48k = Current Customer Differentiation Inventory

Best Customers (Formal/ Informal)

Special handling for shipments

Special entertainment by company executives

More liberal payment and discount terms

Greater availability of SKUs or product volume

More flexible advertising of return policies

Liberal interpretation of warranties and service
policies

Special phone numbers or people to call

Worst Customers

Surcharges on smaller order

Slower service or sale-response time

Strict enforcement of payment terms

Department to Include(yes/no)

Call center

Co-op advertising

Customer service

Direct mail

General management

Product management

Sales

Support

Service and repair
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