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Review and Analysis of Selected Customer Value
Measurement Methods

Maria Kubacka™

The methods of measuring customer value are of constant interest. This area is widely
described in the literature, but nevertheless somewhat generally. It is important to analyse the
different methods comprehensively in the context of the customer and the company. The aim
of this paper is to analyse the methods of measuring customer value most often presented in
the literature, as well as to assess the possibility of their reliable application and to indicate the
limitations resulting from the construction of models of their calculations. One very important
goal is to constructively propose solutions to the problematic issues in the methods analysed.
In order to achieve the objectives of the paper, methods of measuring customer value are pre-
sented. On this basis, the author has identified problematic elements that constitute guidelines
for further research. A literature review and analysis of studies carried out with the use of the
methods discussed is applied.

The conclusions of this research indicate ambiguity in the methods of measuring customer
value, their diversity and, most importantly, the inability to reliably determine certain com-
ponents of the methodology, especially for customer lifetime value. The analysis presented
constitutes a proposal for a comprehensive look at the issue of customer value assessment
and an element of further scientific and empirical discussion. The originality of the research
consists in presenting a proposal for quantification of non-financial measures, which are
a component of the methodology of measuring customer value.

Keywords: customer value measurement, CLV (customer lifetime value), RFM (reviewer-
frequency-monetary value), SOW (share of wallet), PCV (past customer value).
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Przeglad i analiza wybranych metod pomiaru wartoSci klienta

Nieustajgcym zainteresowaniem cieszq si¢ metody pomiaru wartosci klienta. Obszar ten
wydaje si¢ byc szeroko opisywany w literaturze, niemniej jednak nieco ogolnie. Wazne jest, aby
przeanalizowac poszczegolne metody kompleksowo w kontekscie klienta i przedsiebiorstwa.
Celem tego artykulu jest analiza najczesciej prezentowanych w literaturze metod pomiaru
wartosci klienta, a takze ocena mozliwosci rzetelnego ich zastosowania oraz wskazanie
ograniczeri wynikajgcych z konstrukcji modelow ich obliczen. Niezwykle istotnym celem jest
konstruktywne zaproponowanie rozwigzan kwestii problematycznych analizowanych metod.
W celu zrealizowania celow pracy, zaprezentowane zostaly metody pomiaru wartosci klienta.
Na tej podstawie autorka wskazala elementy problematyczne, ktdre stanowig wytyczne dla
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dalszych badan. Zastosowano przeglqd literatury oraz analize badari przeprowadzonych
z wykorzystaniem metod bedgcych przedmiotem pracy.

Whioski plyngce z podjetych dziatari wskazujq niejednoznacznosé metod pomiaru wartosci
klienta, ich zroznicowanie, a co najistotniejsze brak mozliwosci wiarygodnego ustalenia
niektorych elementow skladowych metodologii, szczegolnie dla diugookresowej wartosci
klienta. Zaprezentowana analiza stanowi propozycje w zakresie kompleksowego spojrzenia
na problematyke wyceny wartosci klienta oraz element dalszej dyskusji naukowo-empirycznej.
Oryginalnos¢ pracy polega na przedstawieniu propozycji kwantyfikacji miernikow niefinanso-
wych bedgcych skiadowg metodologii pomiaru wartosci klienta.

Stowa kluczowe: pomiar wartoSci klienta, dlugookresowa warto$¢ klienta (CLV), RFM,

SOW, PCV.
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1. Introduction

Peter Drucker observed that, “there is
only one important definition of a business
goal: to create a customer. The customer
is the foundation of the business and sus-
tains its existence” (Drucker & Maciariello,
2004, p. 80). The customer in the literature
is considered to be one of the key sources
of a company’s value. This is indicated by
both theoretical considerations and empiri-
cal evidence (Caputa, 2015; Dobiegata-
-Korona, 2011, pp. 521-522; Gupta,
Lehmann, & Stuart 2004; Kumar & Shah,
2009; Seybold, Marshak, & Lewis, 2001;
Srivastava, Shervani, & Fahey, 1998).
P. Kotler states, “customers become the
foundation on which to build a business”
and, moreover, considers the customer to
be king (Kotler & Keller, 2016, p. 150).

Attaching so much importance to cus-
tomers for the functioning and develop-
ment of a company has increased interest
in methods of measuring their value. It is
noteworthy that the Marketing Science
Institute has made customer value research
a priority area (Sun & Su, 2012).

It should be noted that the concept of
customer value is ambiguous, interpreted
differently and described by many defini-
tions. “Customer value” in the English-
language literature is understood as value
for the customer (Woodruff, 1997; Lam,
Shankar, Erramilli, & Murthy, 2004; Payne
& Holt, 2001). Other authors indicate
customer value as understood in terms of
the long-term relationship, referred to as
customer lifetime value (Doligalski, 2010).
The Polish literature also has the concept

of the customer’s lifetime value (Cichosz,
2005).

Definitions of a customer’s lifetime
value reduce it to the ongoing value of
the discounted cash flows resulting from
the relationship with the customer (Farris,
Bendle, Pfeifer, & Reibstein, 2009; Gupta
& Lehmann, 2003; Kotler, 1974; Kumar,
2008; Pfeifer, Hakins, & Conroy, 2005). It
should be noted, however, that this word-
ing expresses one of the perspectives for
measuring customer value.

The aim of the study is to present meth-
ods of measuring customer value with par-
ticular emphasis on the analysis of their
components. In an era of growing popu-
larity of the analysed concept of customer
value, an in-depth review and systematisa-
tion of the methods proposed in the litera-
ture to measure it is of great importance.
Contrary to the belief that there are many
publications in this area, there is a need
for a synthetic characterisation and analy-
sis of the solutions presented. In order to
achieve this goal, a critical review of the
literature on the subject and an analysis of
the methods of measuring customer value
presented have been used as research
methods. The most sensitive elements
influencing the determination of customer
value are diagnosed and the directions of
further research have been indicated.

2. Customer Value Measurement
Methods

Estimation of customer value may be
carried out retrospectively or prospec-
tively. In the first approach, the basis for
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determining the customer value is histori-
cal data. It is assumed that in the future
the customer’s behaviour will be similar or
the same as in the past (Caputa, 2015). On
the contrary, in a prospective approach,
the estimation of customer value is made
on the basis of the benefits the company
expects from a specific customer or group
of customers in the future (Jackobs, John-
ston, & Kotchetova, 2001).

2.1. Retrospective Methods

The literature lists the following tradi-
tional indicators — based on historical data
(Dobiegata-Korona, 2011; Dobiegata-Ko-
rona & Doligalski 2010; Ekinci, Ulengin,
Uray, & Ulengin, 2014; Kumar, 2008):

— RFM  (reviewer-frequency-monetary
value),
— SOW (share of wallet),

- PCV (past customer value).

The RFM indicator is based on histori-
cal customer behaviour, in particular three
key variables (Bult & Wansbeek, 1995;
Caputa, 2015; Pawlowski, Bana$, & Pas-
tuszak, 2016):

— customer activity, expressed in terms of
time since the last purchase,

— frequency of purchases — corresponding
to the number of purchases made by the
customer in a given time period,

— the average value of purchases made by
the customer over a certain period of
time.

Each of these variables is weighted
according to their importance to the com-
pany (Chuang & Shen, 2008; Stone 1995).
The RFM indicator is expressed by the
formula:

RFM =R Xw+MXw+FXw

where:

R — the period in days since the last pur-
chase,

F — number of purchases in period n,

M - average value of purchases made by
the customer in period n,

w — the weight assigned to each variable.

The correctness of the customer value
determination using the RFM indicator
depends on the correct definition of the
variables, properly determined weights of
the individual variables, and the accepted
time interval for which the calculations are
performed. This indicator is used in the

mail order and catalogue industry (Gupta
et al., 2006). Niknamian (2020) presents
a positive use of RFM to calculate cus-
tomer value in the insurance industry, too.
The literature also describes the applica-
tion of the RFM method to segmentation
in a trading company with a sample of 1,633
customers (Pawfowski et al., 2016) and to
forecasts of sales volumes (Gustriansyah,
Sensuse, & Ramadhan, 2017). Zalaghi &
Abbasnejad Varzi (2014) presented the use
of an extended RFM method to identify
the customer loyalty index, which was then
subjected to a genetic algorithm. The proc-
ess carried out in this way has shown high
precision in identifying the living standards
of customers.

The next indicator - SOW (share of wal-
let) — indicates the extent to which the cus-
tomer uses the company’s products/services
to satisfy their needs (Kumar & Reinartz,
2010). Keiningham, Aksoy, Buoye and
Cooil (2011) conducted research on a group
of 17,000 customers, analysing their pur-
chases in a dozen or so industries in nine
countries (Keiningham, Aksoy, Buoye, &
Cooil, 2011). They showed that the impor-
tance that consumers attach to the brand
in relation to other brands whose products
they also purchase makes it possible to pre-
dict the share of the wallet. The authors
developed a new formula — the Wallet Allo-
cation Rule — allowing the share of a spe-
cific customer’s wallet to be predicted. The
SOW is mainly used in the retail industry
to establish customer loyalty to a particular
retail outlet. It can be calculated individu-
ally or collectively. However, the basis for
the preparation of appropriate marketing
activities is the individual SOW indicator,
the formula of which is as follows:

where:

SOW; - individual SOW,

S — sales to a selected customer,
J — business,

J
> — the total value of sales of the product/
j=1
service by all companies from which the
customer is supplied.
In summary, the SOW represents (in
percentage terms) the share of a certain
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brand or company in the customer’s wal-
let.

The last indicator in this classification is
PCV (past customer value), expressed in the
formula (Kumar, 2007):

T
PCV,= > GC,x(1+d)
t=1

where:

PCV; — the past value of the i-th customer,
d — discount rate,

T - the number of periods in which pur-
chases were made,

GC;, — customer-generated margin i in
period ¢.

The PCV model determines the future
value of the customer based on their past
value. For this purpose, by extrapolating
historical data, the future value of the cus-
tomer, resulting from the customer’s share
of past profit creation, is calculated, taking
into account the discount rate. The level of
the PCV index provides information about
the customer’s past profitability. Caputa
(2015, p. 54) considers it to be one of the
indicators of resource allocation.

The subject literature presents the prac-
tical use of RFM, SOW and PCV indica-
tors (Kumar & Reinartz, 2016). It should
be noted that the presented methods dif-
fer in the variables included in the equa-
tions, which constitute their integral part.
Nevertheless, future-oriented customer
value measurement methods are much
more important. The customer, being the
company’s main source of income, requires
special attention from it. The indicators
presented allow the company’s potential to
be assessed by indicating the value of indi-
vidual customers in the past, which unfor-
tunately is not enough.

2.2. Prospective Methods

Prospective methods are widely
described in the literature, and are aimed
at future measurement of customer value.
One of the most important of these is
the CLV (Customer Lifetime Value),
which has experienced a wide variety of
approaches, modifications and applica-
tions, including:

* using a Monte Carlo simulation to pre-
dict customer purchasing propensity,
profit and company marketing activities
(Rust, Kumar, & Venkatesan, 2011),

* using reportable data to estimate the
value of the company’s current custom-
ers (Pfeifer, 2011),

* using multi-channel multimedia commu-
nication (Kumar, 2010),

* allowing the use of customer value to
determine the market capitalisation of
a company (Kumar & Shah, 2009),

» showing the impact on profitability and
resource allocation (Kumar, Venkatesan,
Bohling, & Beckmann, 2008),

e taking into account various customer
value determinants (Berger & Nasr,
1998),

e using quantum regression (Benoit
& Van den Poel, 2009),

* using Markov models
& Carraway, 2000),

* including the impact of the brand and
competition on customer value (Rust,
Lemon, & Zeithaml, 2004),

* taking into account the influence of life-
style on the customer’s lifetime value
(Dahana, Miwa, & Morisada, 2019),

* taking into account the impact of the
strategy on the customer’s lifetime value
(Hajipour & Esfahani, 2019),

* using dynamic programming models to
maximize CLV (AboEIHamd, Shamma,
& Saleh, 2020).

The basic premise of the CLV is to
perceive the customer value throughout
the customer’s entire life cycle, from the
moment the relationship with the cus-
tomer is established, through the phase of
its growth and stabilisation, to the phase of
the customer’s departure.

The importance of customer relations
aimed at effective customer management
to increase the profitability of the company
has drawn the attention of researchers to
issues related to the impact of marketing
expenditure on customer value (Bolton,
Lemon, & Verhoef, 2004). It also turned
out to be important to actively undertake
marketing activities in the aspect of contact
with the customer, which lead to maximis-
ing the customer value and reducing the
risk of the customer leaving (Morgan &
Hunt, 1994; Kumar, Venkatesan, & Rein-
artz, 2008; Kim & Kumar, 2018).

At present, there are over a dozen
models of CLV determination; however,
the construction of some of them is prob-
lematic to apply in practice. Table 1 shows
selected definitions of the CLV and their
corresponding equations.

(Pfeifer
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Table 1. CLV definitions

average cost of capital (WACC)
— of a customer over his or her
entire lifetime with the company”.

Author CLYV definition Equation
P. Kotler “Long-run customer profitability L mQ,— X,
(1974, p. 24) may be viewed as the present value z=2 (+dY
of the future profit stream expected =1 (1+d)
over a given time horizon of Z — present value of the future
transacting with the customer.” income from a customer,
m = gross margin on expected sales
to a customer,
Q, - expected sales from the
customer in year ¢,
X, — cost of maintaining customer
contact and goodwill in year ¢,
d - company discount rate for
future income
t — a subscript for year,
i — number of years that the
customer is expected to remain
a customer.
S. Gupta “Customer lifetime value (CLV) 2 m,
& D.R. Lehmann |is the present value of all future CLV =3, (1+dy
(2003, p. 10) profits generated from a customer.” !
where: m, — margin or contribution
for each customer in a given time
period ¢,
d — discount rate,
n — period over which the customer
is assumed to remain active.
Ph. Pfeifer, “Customer Lifetime Value (CLV) is NCF, NCF,
M.E. Hakins the present value of the future cash CLV,= NCF, + 1+4 m
& R.M. Conroy flows attributed to the customer
(2005, p. 17) relationship.” L NCE . NCE,
(1+ay (1+dy!
NCF - net cash flow,
d — discount rate,
n — period over which the customer
is assumed to remain active.
V. Kumar “The sum of cumulated cash flows L. (FM,— FC,)
(2008, p. 37) — discounted using the weighted CLV, = Zl T+dy
b

FM - future contribution margin,
FC - future cost,

i — customer index,

t — time index,

d - discount rate.

P. Farris, N. Bendle,
Ph. Pfeifer

& D. Reibstein
(2009, p. 143)

“Customer lifetime value (CLV):
The present value of the future cash
flows attributed to the customer
relationship”.

Retention rate (%)

1 + Dicsount rate (%)
— Retention rate (%)

CLV = Margin =
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(2016, p. 160)

Author CLYV definition Equation
P. Kotler “Customer lifetime value (CLV) (R—C)
& K.L. Keller describes the net present value CLV,= W

of the stream of future profits
expected over the customer’s R; - revenues of customer i
lifetime purchases. The company
must subtract from its expected
revenues the expected costs of
attracting, selling, and servicing the
account of that customer, applying
the appropriate discount rate”.

in period ¢,

C; - costs of customer i in period ¢,
d — discount rate

t — time index.

Source: own elaboration.

It should be noted that the definition
of Kotler presented in the table (1974, p.
24) refers to long-term profitable custom-
ers. In this respect, the difference between
profitability and value results from the
period taken into account. Profitability is
established on the basis of historical data,
especially in the short term. The CLV is
a strategic model for long-term customer
relationship forecasting (Cermak, 2015).
Nevertheless, the long-term profitability of
a customer has a bearing on their value.
Moreover, the author, referring to profit-
ability, perceives it in a future perspective.
For this reason, the presented definition
should be identified with the customer life-
time value. This is determined by the long-
term, prospective view of profitability.

An analysis of the CLV definitions leads
to the following conclusions:

* first of all, the quoted authors agree that
the customer value is the future value of
the net discounted cash flows (represent-
ing the difference between the revenues
the customer generates for the business
and the expenditure incurred to acquire
and maintain the customer throughout
the duration of the customer-business
relationship). Some authors (Gupta
& Lehmann, 2003, p. 10) propose dis-
counting the margin which corresponds

to the profits generated by customers in
this case,

* secondly, as regards the definition of
costs, none of the authors specify them
precisely, which gives rise to some doubts
as to the interpretation and recognition of
those costs. There is also no agreement in
the literature on accounting and finance.
Both the definition of customer costs
and their classification are interpreted
differently. Shapiro, Rangan, Moriarty
and Ross (1987) distinguish between pre-
sales costs, production costs, distribution
costs, after-sales service costs as part of
customer costs; Ness, Schroeck, Letendre
and Douglas (2001) customer acquisition
costs, provisioning costs, customer service
and retention costs; Blattberg, Getz and
Thomas (2004) customer acquisition and
retention costs and additional sales costs;
Elias and Hill (2010) product, service and
maintenance costs; and Blocher, Stout
and Cokins (2010) unit cost: at customer
level, at transaction level and cost of cus-
tomer, distribution channel and sales.
These shortcomings are minimised to

a degree by an extensive formula for calcu-

lating the customer’s lifetime value, which

was proposed by Bauer, Hammerschmidt
and Braehler (2003, p. 54) in “Year of Mar-
keting and Consumer Research’:

1 (AR”. + UR”- + CR,,- + RVU-) _ (SC”- + MCn)

PLV.= AC+ Y. ' (1+dy
i 4 1 1C, . _ | InfoV,+ CoopV,;+ InnoV,
—(ry X(l—rt[)X7(1+d)l+r,i>< (1+dy
where: T—length (in years) of the projection period,

CLV; - CLV of customer i,
AC; — acquisition costs of customer i,
r,; — retention rate of customer i in period ¢,

d — discount rate,
AR,; — autonomous revenue of customer i
in period ¢,
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UR,; — up selling revenue of customer i in
period ¢,

CR,; — cross selling revenue of customer i
in period ¢,

RV, — gross contributions from reference
activities of customer i in period ¢,

SC,; — costs for serving the customer i in
period ¢,

MC, — marketing costs for retaining cus-
tomer i in period ¢,

TC; - termination costs for the relationship
with customer i,

InfoV,; — information value of customer i
in period ¢,

CoopV,; — cooperation value of customer i
in period ¢,

InnoV,; — innovation value of customer 7 in
period ¢.

The above formula, taking into account
the customer’s life cycle, calculates the
costs associated with the customer and the
benefits generated by the customer for the
company. Definitely, this equation allows
the customer value to be determined in
a more reliable way compared to the solu-
tions presented in Table 1. This is due to
the separation of individual components
of the model.

3. Advantages and Disadvantages
of Customer Value Measurement
Methods

The formula for determining the cus-
tomer lifetime value (Bauer et al., 2003,
p. 54) is often quoted in the literature.
Certainly, the popularity of the model is
determined to a large extent by its broad
approach to customer value. The other
equations presented in this paper do not
cover as comprehensively the cash flows
generated from customers, as the general
formulas expressing the benefits of custom-
ers in the form of customer receipts and
expenses incurred in acquiring, maintaining
and servicing them are not enough. At the
same time, methods based solely on the
past relationship between the customer and
the company are far too little. Of course, it
is extremely important to know the history
of the relationship with each customer in
order to obtain information that is the basis
for extrapolating data to determine the cus-
tomer value. In particular, however, it is the
methods of measuring the customer value
that are most desirable for future relations.

In this aspect, once again, the equa-
tion of Bauer et al. should be analysed,
from which it is clear that customer value
consists of financial and non-financial
elements. Financial measures are much
easier to determine, and do not cause any
major problems. Amongst these, the com-
pany is able to determine direct customer
receipts without great difficulty when issu-
ing invoices. The situation is different
when a company sells its products to mass
customers without detailed registration of
their data (e.g. only a fiscal receipt). Then
there are two options: using customer cards
(which by name belong to a specific cus-
tomer and, thanks to an appropriate IT
system, record all transactions in which the
customer uses the card) or treating such
customers as one of the segments. At the
same time, determining the cost of prod-
ucts manufactured, goods sold, or serv-
ices provided is not complicated either. It
requires these categories to be verified in
the company’s financial and accounting sys-
tem or, if the unit has a CRM class system
(customer relationship management), this
information should also be included.

Nevertheless, the presented formula
for measuring the customer value includes
non-financial parameters, which causes
some quantification difficulties in deter-
mining the level of, among other things,
such components as the value of coopera-
tion or information obtained from custom-
ers. Various solutions are presented in
the literature. In particular in the indirect
aspect (Kumar 2018, pp. 9-12). The prob-
lem arises especially when we analyse:

e the cost of acquiring a customer,

* customer service costs,

* marketing costs of customer mainte-
nance,

* income from customer references,

e costs of ending the relationship with the
customer,

¢ the value of information obtained from
the customer,

* the value of cooperation with the cus-
tomer,

* the value of innovation, ideas obtained
from the customer.

Pfeifer (2005, p. 179) conducted a study
on the cost of acquiring a customer, ana-
lysing the claim that the cost of acquiring
a new customer is five times higher than the
cost of maintaining an existing customer.
The question is whether such a high level of

40

Studia i Materialy 1/2020 (32)



costs is not due to miscalculation. Assum-
ing that the company calculates the costs
incurred for the campaign aimed at poten-
tial customers in full only for the customers
acquired, the cost of acquiring a customer
will in fact depend on the number of cus-
tomers acquired. Unfortunately, such an
approach does not reliably reflect the unit
customer acquisition costs incurred. This is
because it overburdens the newly acquired
customers.

Elias and Hill (2010, pp. 18-19) men-
tion, as part of the customer service costs,
marketing, distribution and sales costs, and
after-sales service costs, including guaran-
tees and repairs. The costs of maintaining
a customer are the costs incurred by the
company for all activities related to main-
taining existing customers (Blattberg, Getz,
& Thomas 2004). Such a broad coverage of
customer service costs, even though they
are expressed in value and are a financial
category, makes it very difficult to deter-
mine them reliably per specific customer.
Just as for the cost of acquiring a customer,
no ideal solution has been developed for
servicing them in terms of assigning value
to individual customers. Unfortunately,
such a state of affairs distorts the value of
individual customers, which in this situa-
tion depends indirectly on the method of
calculation of the analysed costs adopted.

Establishing non-financial measures
determining customer value is even more
complicated. Nevertheless, they undoubt-
edly affect this value and disregarding them
will start to reduce the company’s aware-
ness of the value of its customers.

The non-financial measure is the
income from references described in
the literature as customer referral value
(CRV). It turns out that customers trust
the opinions of their friends much more
— 84% - than they trust the opinions of
salespeople — only 24% (Xevelonakis,
2016, p. 13). Also interesting in this
respect are surveys carried out on a sam-
ple of 16,600 customers (9,900 customers
from a telecommunications company and
6,700 customers from a financial services
company). They showed that only 8% of
potential customers acquired by order of
telecommunications company customers
became profitable customers, and 11%
of the customers from the financial serv-
ices company (Kumar, Petersen, & Leone
2007). Kumar et al. (2007, p. 4) present the
formula for determining the CRV value as
the sum of the values of customers who
became customers of the company by rec-
ommendation, and customers who became
customers of the company for other rea-
sons divided by the discount rate:

Value of customers who joined because of referral

CRV, =

Discount Rate

Value of customers that would join anyway

Discount Rate

The researchers also showed a question-
able correlation between CLV and CRY, in
the sense that a high CLV is not a good pre-
dictor of CRV, which also affects the recog-
nition of CRV as a questionable compo-
nent of CLV. Schmitt, Skiera and Van den
Bulte (2011), on the other hand, conducted
research on a sample of approximately
10,000 clients of a German bank, analys-
ing their behaviour over 33 months. The
authors concluded that the recommended
customers have higher margins and higher
retention rates and are more valuable both
in the short and long term. Compared to
a customer who has not received a recom-
mendation for the company’s products, the
average value of a customer by recommen-

dation is at least 16% higher (Schmitt et al.,
2011). Similar conclusions were drawn by
Armelini, Barrot and Becker (2015). Their
research has shown that there is a demo-
graphic probability between the referrer
and the recipient of the recommendation
increasing the value of the referred cus-
tomer, in particular when the referrer has
a high CLV.

A similar indicator of customer influ-
ence on other customers — potential and
current — is CIV (customer influencer
value). The difference between the CRV
and the CIV is that the CRV is associated
with compensation for each successful
referral, while the CIV is entirely voluntary
and generally not associated with a return
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service (Kumar et al., 2010). Moreover, the

CIV covering the impact of the customer’s

actions through blogs and social media is

characterised by a relationship with CLV
in such a way that a high CLV may indicate

a positive attitude of the customer towards

the company, whose communication with

other people may increase the CIV (Kumar

et al., 2010).

The activities related to the termination
of the customer relationship are broadly
described by Mittal, Sarkees and Mur-
shed (2008). Buttle and Maklan (2015,
pp- 37-39) mention the loss of control, the
costs of ending the relationship, the com-
mitment of resources and the costs of lost
opportunities as reasons why companies
do not want to continue their relationships
with customers. The terminology for ending
the relationship with the customer is also
diversified, as presented by Geersbro and
Ritter (2010, pp. 3-4).0f course, the action
to end the relationship should be properly
planned so that it does not adversely affect
the company (Kabue, Gathenya, & Kihoro,
2015).

Bauer et al. (2003, p. 53) explain the
other components of the proposed CLV
model as follows:

* The value of information from the cus-
tomer is the monetary benefit of the
information obtained, less the cost of
obtaining it,

e The value of innovation and cooperation
is expressed through knowledge transfer
or product and process innovation.

The value of cooperation, co-creating
value with the customer is the subject of
both theoretical and empirical discussion.
The practice shows how businesses can
benefit from working with customers who
submit innovations, ideas, or design new
solutions or products (Agrawal & Rah-
man, 2015; Crandell, 2016; Darmody, 2009;
Galvagno & Dalli, 2014, Kuo, Luarn, &
Chen, 2017; Yen, Teng, & Tzeng, 2020). Yi
says, “Customers play a key role as value
creators” (2014, p. 3). This is illustrated
by the example of IKEA, a company that
allows customers to develop their own
product solutions and assess their prod-
uct designs. In this way, IKEA transforms
the customer into a co-creator of value
(Gibbert, Leibold, & Probst 2002, p. 464).
Companies that successfully use the concept
of co-creation with clients include LEGO,
DHL, DE WALT, and BMW. However,

there is one fundamental problem in this
regard — the valuation of this cooperation.
Tomczyk (2016) presented the theoretical
basis for the CKV (customer knowledge
value), proposing two dimensions for meas-
uring it depending on the type of benefi-
ciary’s value and their activities and on
the phase of the customer’s life cycle. In
addition, the author points to uncertainties
regarding KfC (knowledge from customer),
which may imply the need to create differ-
ent CKV models for different KfC dimen-
sions (Tomczyk, 2018). However, there is
a lack of specific solutions that translate
into measurable values for the valuation of
customers’ contributions to the co-creation
process.

The question then arises: how to reli-
ably determine the value of individual
non-financial measures? In this perspec-
tive, it is certainly necessary to look for
innovative solutions that will enable the
quantification of particular areas deter-
mining customer value, will be effective,
relatively easy to implement, and not too
time-consuming. All this to ensure that
the benefits are greater than the costs of
any solutions. An interesting proposal in
this context may turn out to be the use
of IT systems, surveys, interviews with
customers, and analysis of the company’s
activities within the framework of customer
relations. As part of their recommenda-
tion income, companies may use vouch-
ers, discounts for referrals, with specific
identification of the referrer and the ref-
eree. A solution such as this allows those
who have become the company’s custom-
ers due to a specific, current customer to
be successively monitored. In this way, the
immeasurable value of a recommendation
becomes, firstly, recorded and, secondly,
financially measurable. The value of infor-
mation obtained from the customer and the
value of cooperation with them should be
analysed in terms of the possibility of use
in the process of design, production and
translation into innovation of the proposed
solutions. To this end, it would be necessary
to establish the percentage contribution of
the customer to, for example, the product
development process and, subsequently, to
prepare forecasts of the margin generated
on their sales in the estimated life cycle
of the product. The value of cooperation
with the customer established in this way
would constitute a measurable element of
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customer value (of course this value should
be subject to the process of discounting).
Certainly, the still under-exploited poten-
tial of Customer Relationship Management
(CRM) systems offers great opportunities
to collect non-financial customer infor-
mation, which can then, for example, be
ranked to try to quantify it.

The difficulty of measuring non-finan-
cial elements of customer value, both in
theory and in practice, should not affect
their omission. On the contrary, the iden-
tification of non-financial measures as key
components of customer value forces inter-
est in the methods of measuring them.

4. Conclusion

The aim of the paper was to present
selected methods of measuring customer
value with an indication of their problem-
atic elements. The analysis shows that cur-
rent methods of measuring customer value,
although used in company practice, are not
sufficient and the literature does not com-
prehensively cover all elements of customer
value that should be subject to valuation.
In addition, many of the components do
not have a clearly defined calculation for-
mula, which further complicates the reli-
able determination of customer value.

The value of a company’s custom-
ers largely determines its success. That is
why it is so important to use methods of
measuring their value. Unfortunately, this
is not an easy task, and companies that
value their clients do not take into account
the whole spectrum of factors determin-
ing their value. This is due to the fact that
most of the factors influencing customer
value are not strictly financial factors, are
not recorded in the financial and account-
ing system or in the CRM system, which
further makes calculations difficult. Omit-
ting non-financial components of customer
value, such as the value of information
obtained from the customer, cooperation,
and recommendations significantly dis-
torts the valuation. Moreover, the method
of accounting for the customer’s indirect
costs also raises concerns. There is also no
indisputable solution in this respect. This
state of affairs can result in inappropri-
ate decisions by the company in terms of
customer management, which may have
disastrous results. A detailed critique of

customer value is presented by Doligalski
(2013, pp. 247-248).

Comprehensively identified problematic
elements of customer value assessment
indicate the direction for further research.
The non-financial components highlighted
in particular are sufficiently important to
continue the scientific and empirical dis-
cussion on this issue. Different positions
are presented in the literature, but in par-
ticular, practice requires clearly defined
and, above all, measurable elements that
create customer value. It would be interest-
ing for those involved in finance and math-
ematics to take the initiative to develop
an appropriate calculation algorithm. The
components of the customer value model
also need to be considered in terms of the
elements to be included (e.g. demographic
data), which is undoubtedly a challenge
for further research. Customer value as
an extremely important (if not the most
important) piece of information for com-
panies certainly requires interest from busi-
ness researchers and practitioners.
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