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Abstract: In this paper, we investigate the importance of Customer Lifetime Value
(CLV) as part of the modern marketing strategy. There is no doubt that CLV is one
of the most important metrics to be considered in Customer Relationship
Management and Relationship Marketing. It represents an instrument meant to
enhance the client's loyalty and to bring some clearance for the marketing
strategies regarding the customer segmentation. At the same time, it is one of the
most difficult to calculate. As part of this study, we explore how the concept is
approached in the academic literature, the notoriety of the concept, the areas, and
the topics with which it is associated. In this investigation, we are using WordStat
and QDA Miner software applications for content analysis and text mining aiming
to extract themes and trends regarding the approached topic from a significant
number of academic articles.
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1. Introduction. Context. Importance. Vision

Customers are the lifeblood (Gupta and Zeithaml, 2006), the alma mater (Estrella-
Ramon et al., 2013) of any organization. There are many other ways to highlight
the essence of what customers represent for any organization.

Modern marketing starts from premises like the importance of customers as the
most valuable assets the companies own (Mosaddegh et al., 2021), customer
centricity, the fact that different customers deserve different treatment, and not all
customers are the same value (Gupta and Zeithaml, 2006; Estrella-Ramén et al.,
2013). Customer metrics and greater measurability are also prerequisites without
which modern marketing could not exist. Due to the many ways in which customer
value could be understood and analyzed, estimating customer lifetime value is one
of the most challenging metrics marketers are facing.

When approaching the concept of valuable customers, specialists often refer to the
80/20 rule (Pareto Principle) for highlighting the importance of identifying the
valuable customers a company has (Dong et al., 2021; Benoit and Van den Poel,
2009; Cooper and Kaplan, 1991). According to the Pareto Principle (also known as
the 80/20 rule), attributed to the Italian economist Vilfredo Pareto in 1897, 80% of
the results/output are generated by 20% of the effort/input (Wang et al., 2020;
Koch, 2007). Transposing this idea in the area of customer relationship
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management, a percentage of 20% of customers is expected to generate 80% of
revenue. Even more, new research suggests that the revenue generated by
valuable customers exceeds by far 80% (Morisada et al., 2019; Cooper and
Kaplan, 1991).

According to a statement attributed to Peter Drucker, if you want to manage
something, you have to measure it. It should be the same when it comes to the
value of a customer. Not only customer lifetime value is an essential marketing
measure, but some studies show the link between CLV and the improved financial
performance of a company (Gupta and Zeithaml, 2006; Hyun, 2009). As a result,
CLV is considered a fundamental metric in modern marketing, in general, and
Customer Relationship Management (CRM) in particular, as it helps companies
identify the valuable customers. CLV thus becomes a key segmentation criterion
for companies as part of their strategic approach to the market. On the other side,
although the assessment of customer value has been greatly facilitated by
information technology and the abundance of customer data (Matsuoka, 2020;
Estrella-Ramon et al., 2013), the literature highlights the difficulty in calculating
CLV, indicating the idea that it is perceived differently across industries
(Mosaddegh et al., 2021; Binh et al., 2021).

The first idea of the concept seems to have been suggested by Kotler in 1974,
however the concept began to gain real interest in the context of marketing theory
in the 1990s (Matsuoka, 2020).

The literature covers a significant number of domains that tend to manifest great
importance towards understanding and measuring the CLV: banking / financial
services (Armelini et al., 2015; Estrella-Ramoén et al., 2017; Donkers et al., 2007;
Méndez-Suarez and Crespo-Tejero, 2021), fashion (Kim et al., 2012; Dahana et
al., 2019), telecommunication (Binh et al., 2021; Dandis et al., 2021), airline
business (Cavdar and Ferhatosmanoglu, 2018), online shopping (Jasek et al.,
2019), insurance (Farzanfar and Delafrooz, 2016), health (Khajvand et al., 2011;
Tarokh and EsmaeiliGookeh, 2019), tourism and hospitality (Kim et al., 2018;
Hyun, 2009).

In opening the discussion on the inflectional forms of the definitions given to the
lifetime value of the client, it is required to mention the acronym paradigms used in
its specialty literature from CLV or CLTV (customer lifetime value) to LCV (lifetime
customer value) or LVT (lifetime value), we will establish as CLV positioning term.
The concept is defined as “the present value of all future profits obtained from a
customer over the life of his relationship with a firm” by Gupta and Zeithaml (2006)
or as “the present value of the future cash flows attributed to the customer
relationship” by Pfeifer, Haskins and Conroy (2005). More general, CLV is “the
present value of a customer's future benefits to a firm” (Zhang, 2016). So, the
present estimation of CLV is related to what we predict the customer will do in the
future.

Literature also mentions a significant number of benefits associated with CLV
measurement: customer segmentation / help in the process of selection of
profitable customers, using CLV in marketing decisions positively influences the
financial performance of the company, improves the ability to allocate the
marketing resources (Gupta and Zeithaml, 2006; Kumar et al., 2006).

Also, as a root to all these benefits, it is worth to be mentioned the possibility to
identify the profile of the valuable customer based on CLV estimation and use it as
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the template for targeting prospects with an increased potential to become valuable
customers.

2. Research methodology

To achieve the purpose of this study, an exploratory research was conducted. We
approached qualitative data analysis based on content analysis. We investigated a
number of 130 scientific articles published between 2000 and 2021 and selected
from academic databases. The selected articles were the ones that had the
keywords “Customer Lifetime Value” in the title, abstract or author-specified
keywords. Content analysis was performed using the QDA Miner / WordStat
application set (Provalis Research).

3. Data analysis and results

At this stage of the study that aims to investigate the interest on the subject of
Customer Lifetime Value in the academic literature, we established the following
topics of interest: the association with the Pareto principle (the 80/20 rule), the
identification of the main themes and of the industries / domains with which CLV is
most associated in the academic literature.

The analysis started by investigating the distribution of phrases with the highest
incidence in the investigated articles (Figure 1). According to the results, we can
see that general concepts such as “customer-centricity” or “customer
segmentation” appear only in about half of the investigated articles. We expected
these topics to be of higher incidence. On the other hand, “customer retention”,
“‘customer loyalty”, “customer profitability / profitable customers / valuable
customers” and “customer satisfaction” appear in about 70% of the articles.

As domains / areas to which the concept of Customer Lifetime Value is associated
in the case studies of the articles we noticed that the “financial services / banking”
is the most approached, but also “luxury brand” appear in the results even if with a
much lower frequency. “Behavioral loyalty” and “Attitudinal loyalty” as dimensions
of customer loyalty are also mentioned in the results. As calculation methods, our
results indicate that the ones with the highest frequencies are those related to the
Markov chain model, regression models, RFM model, Pareto NBD.
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Figure 1: Distribution of phrases with the highest frequencies
Source: authors' own representation
The previous results are also reflected by the analysis of the general topics behind
the keywords of these articles (Figure 2). According to our research, the topic of
“customer satisfaction” (including also loyalty and customer profitability) and the
calculation models are the topics most addressed in the articles analyzed.
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Figure 2: The general topics behind the keywords of the investigated articles
Source: authors' own representation
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4. Conclusion

The importance of understanding the concept of Customer Lifetime Value is of
increasing interest in the academic literature, as reflected in the number of papers
included in scientific databases in recent years. The dynamics of information
technology and the possibility to collect in-depth information about customers will
accelerate the interest in finding new ways to assess the lifetime value of
customers and use it to develop specific marketing strategies focused on valuable
customers.

As expected, concepts like “customer retention”, “customer loyalty”, “customer
profitability / profitable customers / valuable customers”, and “customer
satisfaction” were frequently mentioned among the investigated articles. But, on the
other hand, concepts like “customer-centricity” or “customer segmentation”, and the
correlation with the Pareto principle (the 80/20 rule) had lower frequencies than we
expected.

According to the results of our study, banking / financial services is the most
approached domain in the case studies of the articles related to the topic “customer
lifetime value”.

Perhaps it is time to reconsider the statement that customers are a organization's
most valuable asset to the idea that valuable customers are the organization's
genuinely most valuable asset. The academic literature also provides a significant
number of reasons why CLV should be considered an important segmentation
criterion for developing a companies’ marketing strategy.

As further research directions, we intend to continue the study by investigating
articles written by practitioners to compare the ways in which the concept is
approached by both academics and company practitioners.
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