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Customer Profitability Analysis

Organizations use customer profitability analysis to identify the most valuable customers or cus-
tomer segments to prioritize marketing, sales and service investments. By studying profitability metrics
such as lifetime value, repeat purchase rate, and churn rate, analysts can identify profitable segments,
uncover defining characteristics of those segments and target similar populations for acquisition.

Similarly, retention programs may be created for particularly profitable customers. Business intelli- Key Performance
gence provides the statistical and data mining capabilities to calculate lifetime value, identify product Indicators
affinities for cross-sell campaigns, and perform predictive analysis of profits resulting from additional Profit by Customer Quartile

marketing investment. Customer segments or individual customers may be further investigated Revenue per Customer Segment

through ad hoc analysis, lists of customer segments may be automatically generated, or alerting rules
may be applied to customer segments to automatically notify relationship managers when profitable
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This customer profitability report analyzes customer profit for a selected segment by customer attributes.
Marketing strategists and campaign managers use this type of analysis to understand which customer seg-
ments to target with campaigns and loyalty rewards programs so the most profitable customers are
attracted and retained and less profitable customers are not sought. A next step might be to analyze which
products/services customers are buying, which channels they are utilizing, and complementary
products/services to offer with promotions.
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