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Introduction 

Customer value emerges from the value proposition of the products of an organisation. 

Product quality and value added services increase customer lifetime value as the customers 

are more likely to attach with a product that solve their problems. Customer lifetime value 

(CLV) increases when the customer retention rate, and customer loyalty is high. Business 

organisations have several alternatives to manage customer lifetime value. Every business 

organisation applies the marketing strategies to enhance CLV and profitability of their 

organisation. Netflix, the video sharing site, manages its customer value using quality service 

and communication activities.  
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The report is about the creation of different types of customer values within the 

organisational process of an organisation and the ways the organisation can extend the value 

for lifetime.  

About the Netflix Plc 

Netflix is one of the most popular video streaming services with its worldwide network. The 

service of Netflix is developed based on subscription of the users. Currently, Netflix has 140 

million paid subscribers and around 150 non-paid subscribers (DOLIGALSKI, 2016). In 

2018, the revenue of Netflix from video sharing service was 58.50 million pound. The 

product and services of Netflix include TV shows, movies and drama serials (Kwan, 2018). 

 

Source: (Kaul, 2017) 
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Customer refers to the parties who involve in product transaction with an organisation. 

Customers seek value from the organisations they deal with (Sianipar, 2018). For example, 

the subscribers are the customers of Netflix.  

Customer’s lifetime value denotes the amount of money an individual customer gives to an 

organisation. To effectively calculate customer’s lifetime value, Netflix can consider the 

following components (Sun, 2019). 

Customer retention rate: Customers who are taking service and products continuously from 

an organisation and the customers who are leaving are the elements of customer retention rate 

(DOLIGALSKI, 2016). It shows how the customers are staying with the organisation within 

a financial year. Netflix calculate the number of customers who are purchasing the products 

on the end of every month to measure the rate of customer retention. Customer retention rate 

supports in calculating the customer lifetime value through providing information of the 

customer’s periodic purchase (Wouters, 2018). 
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Source: (Karimi, 2016) 

Customer acquisition rate: The measurement tool shows how effectively an organisation is 

attracting customers toward the services and products of the organisation (Kaul, 2017). 

Netflix can compare the number of customers of one period to the nest period to measure the 

customer retention rate. The calculation reveals the profitability and ROI of an organisation 

like Netflix. Customer retention rate is supportive in estimating customer’s lifetime value 

(Kwan, 2018).  

Customer Profit: The amount of profit achievable from a customer can be defined as 

customer profit. In calculating customer’s lifetime value customer profit provides with insight 

of the effectiveness of the organisation’s effort in customer’s lifetime value (Belloc, 1967).   

Customer Chunk Rate: The calculation of customer chunk rate presents the amount of 

customers who discount their subscription periodically (Swinnen, 2018). The chunk rate is 

significant to understand the ups and downs in the demand of the customer in different 

period. Netflix calculates the chunk rate through calculating inactive subscriptions in 
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different periods of a year. Information of customer chunk rate provides understanding of the 

fluctuations in the customer lifetime value (Kotler, 2018).  

Customer lifetime value: The calculation of customer lifetime value provides with the 

insight of customer value available for the customers from the offerings of an organisation 

(Pohlman and Gardiner, 2000). The calculation of CLV actually reveals the value from the 

customer relationship. Customer may maintain relationship for long time or short period. 

Netflix needs to understand the effectiveness of short and long terms relationship in 

generating value. Netflix tries to maintain long terms relationship as the longer the customers 

keep their subscription, the more they will pay. The following table presents estimated CLV 

of Netflix (Kotler, 2018). 

 

Obviously, Netflix’s profitability depends on the length of time the customers spend with 

Netflix. Therefore, understanding the customer lifetime value for every customer can support 

Netflix in determining strategies for individual customers. The benefits of customer lifetime 

value can be explained from the following perspectives. 

❖ Understanding the customer acquisition rate: CLV can reveal the rate of customer 

acquisition and the number of customer Netflix has lost in a period of time. 

Calculation of CLV can be helpful for deciding on the marketing strategies necessary 

for retaining the customers (Sianipar, 2018).  

❖ Increasing customer loyalty: Netflix can identify the level of customer loyalty in 

different period in a year and the strategies effective for attracting the customers 
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through calculating the variations in CLV. Thus, Netflix can develop its strategies to 

increase customer loyalty (Sun, 2019).  

❖ Better customer relationship: Netflix can identify necessary marketing strategies 

and required changes in the business structure to enhance customer relationship by 

calculating the CLV and measuring variation in customer demand (Wouters, 2018).  

❖ Sensitivity analysis: From the variations in customer demand identified from 

calculation of the CLV, Netflix can understand the sensitivity of the customers 

towards different marketing approaches (Kaul, 2017).  

❖ Proper investment: Netflix can identify the necessary investment opportunities as 

soon as it identified effective marketing strategies from the CLV analysis. Thus, the 

investment in marketing strategies of Netflix can be appropriate and precise by 

analysing the fluctuations in CLV (Kwan, 2018). 

❖ Encourage Brand Loyalty: information of the changes in demand of the customers 

of Netflix can be supportive in encouraging brand loyalty among the customers. 

Variation in customer demand identified effective brand enforcement strategies and 

Netflix can utilise the strategies for enhancing brand loyalty (Swinnen, 2018). 

❖ Save Money: When Netflix has sufficient knowledge of the CLV and customer 

attitude towards different marketing strategies, it can exclude less effective marketing 

strategies which ultimately will reduce overall cost of Netflix (Kotler, 2018). 

❖ Save Time: Netflix can reduce time consumption on market analysis as it does not 

need to analyse the whole market through large scale data analysis when there is 

sufficient information of the loyal customers. Netflix can only spend time in targeted 

customers to save time (Sianipar, 2018). 

❖ Better Marketing: In the process of calculating and analysing the CLV, Netflix come 

to know the sensitive areas of marketing strategies to the customers. Therefore, 

Netflix can develop better marketing strategies than other organisation’s marketing 

strategies (Sun, 2019).  

❖ Gain More Sales: Understanding the customer behaviour and effective marketing 

approaches, Netflix can adjust its business strategies to increase sales periodically. the 

understanding of customer behaviour and marketing strategies comes from the CLV 

analysis (Wouters, 2018). 
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❖ Increase ROI: Return on investment of Netflix differs in different period of the year. 

Calculating the changing pattern of ROI Netflix can develop effective marketing 

strategies. Effective and value added marketing approaches ultimately increases ROI 

of a year (Kaul, 2017).   

Customer lifetime value (CLV) refers to the total contribution of the customers to the 

lifetime revenue of a business organisation (Pohlman and Gardiner, 2000). When calculating 

the CLV, Netflix follows the following formula.   

 

Customer equity model can be considered when calculating the customer lifetime value in 

Netflix. The equity model shows how Netflix can generate revenue from the customers with 

the flow of time. There are two kinds of CLV that need to be calculated to understand the 

profitability of business operation over time (Kotler, 2018). The categories of CLV are 

described below. 

Historical Customer Lifetime Value 

The calculation of Historical Customer Lifetime Value starts from the very first transaction 

between an individual customer and Netflix. The profit from the transactions of a customer 

for a time period indicates the Historical Customer Lifetime Value. The calculation also 

shows the existing customers within a time period. The whole calculation is based on the past 

transaction as there is no consideration for the next process (DOLIGALSKI, 2016). 
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Source: (Karimi, 2016) 

Predictive customer life time value (CLV) 

According the calculation of predictive customer lifetime value, the customer relationship 

that emerges from the historical lifetime value, is the core of prediction of future lifetime 

value. The process is qualitative in nature as there is only assumption of the managers based 

on past customer relationship. Netflix utilises both kinds of customer lifetime value to assess 

customer behaviour in future events and design the marketing strategies to capture maximum 

customer equity (Kaul, 2017). 

Factors that influence CLV 

The factors that affect the growth or downturn of CLV come from two different sides of 

business in Netflix. Netflix consider business-to-business and business-to-customer contexts 

of business when identifying the factors of customer lifetime value. Customer retention rate, 

customer chunk rate and customer equity are the key influencers of CLV in Netflix. In B2B 

context, longer customer relationship, a few customers, rational thinking, larger purchase and 

multiple decisions making makes difference in the CLV. In B2C context, many customer, 

single decision, short selling and emotional influence affects the level of CLV. There are 

some other factors described below that may influence the pace of CLV in Netflix (Sianipar, 

2018). 
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➢ Customer retention: The more customers get attached with Netflix, the more Netflix 

gain customer equity. Customer retention rate in both B2B and B2C context can 

influence the CLV in long period of time (Sun, 2019).   

➢ Customer value and perceived value: Customers demand for the highest value for 

the lowest possible cost naturally. Customer value and their perceived value influence 

the customer relationship. The more Netflix can meet customer demand and their 

perception, the greater it will be able to grab customer equity. Thus, in long customer 

relationship, customer value and customer perceived value influence CLV (Wouters, 

2018). 

➢ Price and brand: Brand value influences the purchase decision making process of 

customers. Besides, the price level for service of Netflix also influences the customers 

when they decide on subscription. Therefore, price and brand value can influence the 

customer purchase in short time and CLV in long time period (Kaul, 2017).  

➢ Relationship and experiences: Customers provide longer equity to Netflix when they 

keep their relationship with Netflix. Moreover, the experience of the customers with 

Netflix makes the decision making shorter in the future events. Experience 

strengthens customer relationship. Therefore, in long-term relationship customer 

experience influences the CLV (Kwan, 2018). 

➢ Customer satisfaction: Customers tend to keep relationship with organisations which 

ensures customer satisfaction. Netflix can lengthen customer relationship and increase 

purchase events in long period of time to increase CLV. Customer satisfaction level 

determines the length of customer relationship and eventually the CLV of Netflix 

(Swinnen, 2018).  

The above discussion provides insight into the factors that can influence the CLV of Netflix 

in long period of time. Customer retention rate and profitability of individual customers 

determine the size of CLV.  
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Segmentation refers to the division of the market of an organisation based on the similar 

categories of customers through grouping the customers as per their purchase behaviour or 

other characteristics (Karimi, 2016). Segmentation provides insight on the profitability of 

different parts of the market and supports Netflix in targeting the most profitable portions of 

the market. the market of Netflix can be divided into the following segmentation categories. 

Segmentation strategies 

Demographic Segmentation: Humanistic characteristics of the customers are the core 

consideration of demographic segmentation (DOLIGALSKI, 2016). Usually, Netflix 

considers age, education level, occupation, religion, gender and other humanistic 

characteristics of the customers for developing demographic segmentation. The subscribers 

of Netflix are usually divided into woman, men, students from different disciplines, 

households, business people and other characteristics. Netflix has developed the product 

portfolio with videos from several categories such as educational video, children programs, 

different categories of movies and other sorts of TV programs. The accounts of Netflix are 

divided into free and premium categories considering the income level of the customers. 

Currently, Netflix has 140 millions of premium accounts and 150 millions of free accounts. 

From a survey, it has been revealed that 83% of the Netflix users are teenagers (Sianipar, 

2018).  

Behavioural Segmentation: Consumer behaviour in different buying situations is the 

considerations of behavioural segmentation (Belloc, 1967). Behavioural segmentation in 

Netflix determines the customer’s purchasing decision making behaviours in different 

occasions. Customers are usually, savvy, innovator, explorer or follower in categories based 

on their buying behaviour. For example, Netflix offers promotions for the paid subscribers in 

occasions like Christmas. The services are also divided into several categories such as high 

resolution, high price and discount videos considering the buying behaviour of the customers 

(Kwan, 2018). 
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Source: (Karimi, 2016) 

Psychographic Segmentation: Psychological state of the customers shape their purchase 

behaviour and demand for a particular product or service (DOLIGALSKI, 2016). Netflix 

considers the psychological factors such as innovative, thinker or other psychological factors. 

For example, Netflix has categorised its movies into action, romance, horror and other 

categories based on the psychological categories of the customers (Sun, 2019). 

Geographic Segmentation: Location based segmentation that considers the geographic 

location of the customers can be described as geographic segmentation (Karimi, 2016). 

Netflix put less concentration on the geographic segmentation in setting the categories of the 

videos. However, there are several categories of videos and TV shows that are targeted 

toward specific geographic locations. For example, the people in urban areas prefer movies 

and educational TV shows. However, the subscribers from rural areas prefer celebrity shows 

and entertainment based videos. Moreover, Netflix sets video suggestions based on the 

country the subscribers are form (Wouters, 2018).  

From the discussion several segmentation alternatives have been revealed in terms of Netflix 

subscribers. To maximise revenue and CLV of Netflix, it should categorise its customer base 

based on the most precise category that describes all the customers most accurately. From 

this consideration, demographic segmentation is most effective for Netflix as the 

subscribers share different demand based on their demographic characteristics rather than 

their other characteristics (Kwan, 2018).  
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Decision making process at organisational level includes several considerations like business 

situation, category of customers and level of participation in decision making of the 

customers. Netflix can consider two major categories termed as B2B and B2C business 

situations for making business decisions.  

B2B decision making model 

B2B stands for business decision making situation where a business organisation makes 

transactions with another business organisation (Kaul, 2017). The B2B decision making 

includes several steps as described below on the perspective of Netflix. 

❖ Firstly, video streaming service organisations identify Netflix and other organisations 

to which Netflix can sell its services. 

❖ The second phase is for analysing the characteristics and service quality of Netflix 

and other organisations to support the evaluation of alternatives. 

❖ The customers of Netflix, in the third phase of purchase decision making model, 

evaluate the attributes of Netflix and other organisations.  

❖ The business customers go through RFP process to make decision of purchasing from 

a specific service provider. Customers of Netflix decide on making contract with 

Netflix. 

❖ Customers, at the final phase of purchase decision making process make purchase 

from Netflix. The process may end at this stage or continue if Netflix become 

successful in satisfying customers (Kwan, 2018).  

 

Source: (Swinnen, 2018) 

Advantages of B2B decision making model 
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❖ Netflix can add value to the services when influencing the business customers.  

❖ The business customers usually make long-term relationship with Netflix which 

ultimately increase CLV.  

❖ Large quantity of service enable Netflix to provide the customers with value added 

service easily analysing the behavioural characteristics. Moreover, large amount of 

transaction is supportive in increasing CLV from a customer. 

❖ B2B context includes education process for the customers where Netflix can add 

value to the customers and make the customers loyal for long time which ultimately 

increase CLV for Netflix (Kotler, 2018).  

Disadvantages of B2B decision making model 

❖ Number of customer in B2C context is very low which makes it difficult to convince 

a few customers. Often Netflix need to provide value added service to the customers 

to convince the customers. 

❖ Cost of convincing customer, maintaining relationship and educating the customers 

ultimately reduces profitability and CLV to significant portion (Sun, 2019). 

B2C decision making model 

Purchasing situation that includes business organisation and consumers can be defined as 

B2C buying situation (Wouters, 2018). B2C buying situation includes several phases for the 

customers to make the purchase decision from a vendor like Netflix.   

❖ Firstly, the customers identify need for which they need particular product and value. 

❖ The customers start search for the values in available products and services in the 

market. 

❖ As the customers have gathered enough information from primary research, they start 

evaluation of the products based on value and cost. 

❖ From the evaluation of alternatives, the customers select specific organisation to 

purchase required value. For example, the customers of Netflix subscribe for service 

in Netflix at this stage. 

❖ After using the services, customers evaluate effectiveness of the service and decide on 

repurchase from Netflix (DOLIGALSKI, 2016). 
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Advantages of B2C decision making model 

➢ Large number of customers is available for Netflix. Therefore, the cost of customer 

acquisition and retention is considerable low. 

➢ Value added service provides competitive advantage in B2C buying situation. Value 

addition generates more equity from the customers which increases CLV for Netflix. 

➢ Cost of customer education is low which increase profitability and CLV of Netflix 

(Sianipar, 2018).   

Disadvantages of B2B decision making model 

➢ Customer relationship is weak and long term relationship may need larger cost than 

profit.  

➢ Customer’s emotional state influences the purchase decision in B2C context (Sun, 

2019).  

 

 

Customer value creation framework 

Netflix can add value to the customer service and generate values from the transactions with 

customers. There are several opportunities for Netflix to create customer value from its 

business operations. However, value creation process includes some cost for Netflix. 

Therefore, Netflix needs to analyse the profitability of value creation process to increase 

customer equity and CLV. During business transactions, customer behaviour influences the 

value generation in Netflix (Wouters, 2018). 
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Source: (Kwan, 2018) 

The following opportunities are available to Netflix to generate value. 

❖ Price setting is the most effective way to create value from the customer. Netflix 

should set the price at the considerable for the customers. However, to earn value 

Netflix need to set the price at higher level than the customer expectation (Kotler, 

2018). 

❖ Providing value added services such as notification for new movies and TV shows, 

suggesting new videos and community service. The value added services increase 

customer relationship which maintain long transaction history for Netflix. Eventually, 

Netflix can gain the highest value from the CLV (Sianipar, 2018). 

❖ Service consistency is effective in maintain customer relationship and increasing CLV 

over time (Sun, 2019).  

❖ Price justification option for the B2B customer can ensure customer satisfaction 

which increases CLV for Netflix (Wouters, 2018). 

❖ Netflix can emphasise on its brand value which can improve customer relation and 

add value to its services (Swinnen, 2018). 

Summary 

CLV for Netflix should be analysed considering the factors that can influence the CLV for 

Netflix. Market segmentation can be effective in targeting right customers and increasing 

CLV while minimising cost of building customer relationship. Moreover, business situations 

where customers purchase Netflix’s services should be analysed to develop different 

strategies for different customers. 
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Welcome to presentation on different kinds of techniques and methods for achieving CLV.  
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The techniques and strategies presented here are appropriate for Netflix to increase CLV and 

customer relationship.  

 

The term brand equity can be described as the combination of factors that increases brand 

value and presents the outcome of brand value. 
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Brand awareness and positioning increase customer loyalty for Netflix. The following factors 

contribute to the customer loyalty for Netflix.  

❖ High quality videos  

❖ Low price for services  

❖ Fulfilling customer demand effectively  

❖ Handling customer feedback properly  

❖ Communicating with the customers regularly  

 

Reward programs of Netflix for the customers include the following techniques. 

 Free videos  

 Free subscription for months  

 Occasional discount (Kwan, 2018).  
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Upselling: Netflix provides the customers with opportunity to choose video where the video 

options get better as the customer continue searching (Pohlman and Gardiner, 2000). 

Cross selling: Netflix offers promotional videos when customers are searching for videos 

(Belloc, 1967).  
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Communication play vital role in maintaining customer relationship and increasing customer 

value. Customers stay with Netflix due to the relationship Netflix maintains with the 

customers. The customers provide Netflix with values for a long time which ultimately 

increases CLV for Netflix (Kwan, 2018).  

 

 Customer feedback: Netflix can collect feedback from the customers to understand 

their demands and develop the services as per the customer’s demands (Kwan, 2018). 

 Give more and more: Netflix needs to offer more options of videos for the customers. 

Moreover, Netflix needs to provide value added service to the customers (Swinnen, 

2018). 

 Build network: Building customer community can enhance customer relationship. 

Customers stay connected to the community and eventually stay with Netflix for long 

time which increase CLV for Netflix (Kotler, 2018).  
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 Technology is good but human touch is great: The strategy suggests that technology 

such as online communication is good but interaction with the customers physically is 

necessary (Swinnen, 2018). Netflix can arrange concerts and other programs to 

interact with the customers and enhance customer relationship.   

 Recognise regular customers: Netflix need to identify the regular customers to 

provide special offers to the customers (Kwan, 2018). 

 Be genuine to customers: Providing customers promised service can improve 

customer relationship and increase CLV for Netflix (Kotler, 2018).  
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Netflix needs to understand competitive position to develop price and product strategies.  

 

❖ Netflix develops communication strategies to attract the customers in the need 

recognition and information stage of decision making process. Netflix also develops 
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competitive strategies and value added services to influence evaluation of alternatives 

and maintain customer relationship (Swinnen, 2018).  

 When developing techniques for increasing CLV, Netflix considers the offerings and 

services of competitors. The key competitor for Netflix is Amazon Prime Videos. 

Therefore, Netflix develops the value added offers and other CLV related techniques 

based on the competitor’s actions(Kwan, 2018).  
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Conclusion 

Customers are the core concentration for any business organisation as they are the sources of 

revenue. The business organisations apply different types of strategies to increase return from 

the customers. Customer equity is the key determinant of success of an organisation in the 

market. Therefore, business organisations emphasise on increasing CLV with all the tactics 

they have. Techniques for increasing CLV over time may be different based on the buying 

situation and customer category. Moreover, business organisations need to identify the most 

profitable market segments. Marketing techniques to increase the CLV for an organisation 

can be effective when the strategies are applied to right customers. 

 

 

 

 

 

 

 

 

 

 

 

 

 



28 

 

www.infoharvardresearchuk.com 

 

 

 

 

References 

Belloc, H. (1967). On. Freeport, N.Y.: Books for Libraries Press. 

DOLIGALSKI, T. (2016). INTERNET-BASED CUSTOMER VALUE MANAGEMENT. 

[Place of publication not identified]: SPRINGER INTERNATIONAL PU. 

Karimi, A. (2016). Investigating the relationship between customer knowledge management 

and customer loyalty: mediating role of customer value (Case study: Saderat Bank of 

Khozestan). New Trends and Issues Proceedings on Humanities and Social Sciences, 2(2), 

pp.48-58. 

Kaul, D. (2017). Customer Relationship Management (CRM), Customer Satisfaction and 

Customer Lifetime Value in Retail. Review of Professional Management- A Journal of New 

Delhi Institute of Management, 15(2), p.55. 

Kotler, P. (2018). Customer Value Management. Journal of Creating Value, 3(2), pp.170-

172. 

Kwan, H. (2018). New service bonds and customer value in customer relationship 

management: The case of museum visitors. Tourism Management, 36(2), pp.293-303. 

Pohlman, R. and Gardiner, G. (2000). Value driven management. New York: AMACOM. 

Sianipar, E. (2018). Customer Relationship Management to Customer Value & Customer 

Loyalty of Fixed Broadband: Study Case on Fixed Broadband Company in 

Indonesia. Management Studies, 6(6), pp.112-234. 

Sun, H. (2019). The Impact of Customer Value and Internet Shopping Mall on Customer 

Satisfaction and Customer Loyalty. Journal of Information Management, 40(1), pp.183-197. 

Swinnen, G. (2018). A marketing view of the customer value: Customer lifetime value and 

customer equity. South African Journal of Business Management, 44(4), pp.47-64. 



29 

 

www.infoharvardresearchuk.com 

 

Wouters, M. (2018). Customer value propositions as interorganizational management 

accounting to support customer collaboration. Industrial Marketing Management, 46(4), 

pp.54-67. 

 


