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HOW THE BOOK IS STRUCTURED

In Customer Equity Management, we present the concepts and analytic tools necessary
to understand the concept customer equity management. These concepts and tools are
presented in a clear and concise format, and are interspersed with cases that allow the
reader to integrate and apply the concepts in real-world settings. This combination of
new tools and case applications provides instructors with flexibility in teaching the
material, and provides students with the opportunity to practice and use new tools.
Specifically, the book is structured as follows:

Part I (Chapters 1-4) outlines the framework for customer management used
throughout the book. In particular, following the introductory Chapter 1, Chapter 2
presents the key components of customer equity: value equity, brand equity, and rela-
tionship equity. The chapter introduces distinct customer management strategies to
show how the three components work, independently and together, to grow the long-
term value of the firm through the ultimate source of that value —the firm’s customers.
Finally, this chapter outlines the customer management plan—a point-by-point plan
for developing and implementing customer management strategy.

Chapter 3 describes customer equity analysis. This chapter focuses on the spe-
cific steps in the analysis that are necessary for a firm to begin to develop a strategic
customer management plan: analyzing the market, analyzing the firm’s performance,
comparing the firm’s performance to its competitors, and determining where the firm
should focus its efforts.

In order for the customer equity approach to be truly effective, it is necessary to
understand how to put the approach into practice. Chapter 4 provides a detailed look at
the underlying mathematical models used in measuring customer equity. A case study
provides opportunities to apply and practice the analysis tools at the end of Chapter 4.

Part II (Chapters 5-9) examines how to select customers and provides distinct
customer management strategies. Effective customer management strategy begins
with careful selection of customers or opportunities to serve. Chapter 5 focuses on
the importance of customer selection decisions. Having selected the opportunities
to serve, firms then need to formulate and implement strategies to satisfactorily and
profitably serve customers and opportunities. Chapters 6, 7, and 8 examine brand
equity, value equity, and relationship equity, respectively, in detail. Each chapter
defines and explains the importance of each component of customer equity and the
circumstances and contexts in which it is likely to be a key consideration in manag-
ing the customer relationship. In addition, the chapters examine the key, actionable
drivers of brand, value and relationship equity, and describe the types of strategies
firms can use to build customer equity through each driver.

XV



Xvi Preface (for Instructors)

Chapter 9 moves the discussion from customer management strategy formulation
to customer interaction management. Successful customer relationship management is
built on effective management of vendor-initiated and customer-initiated contacts. This
chapter shows how firms can leverage interactive technologies to have two-way com-
munications with customers using multiple channels concurrently, to learn more about
their customers, and to enhance the value of their offerings.

Part III (Chapters 10-13) focuses on measuring, monitoring and evaluating resulits.
Once the appropriate customer mix has been determined and the firm has determined
key actions that will grow long-term profitability, it is important to measure and monitor
the effects of marketing actions. Chapter 10 provides an introduction to the analyses nec-
essary to evaluate potential marketing strategies and to determine which marketing
actions will have the strongest effect on long term profitability through customer equity.
This chapter explains how firms can evaluate distinct marketing investment opportunities
to determine which marketing actions will have the strongest ROL. It also discusses the
importance of considering competitive actions and how to evaluate the success (or fail-
ure) of a marketing initiative. A case study allows further investigation at the end
of Chapter 10.

Chapter 11 highlights the difficulty that business marketers face as they attempt to
manage profitability of individual customers. We review existing methodologies used
by firms to link their customer management effort (costs) with revenues received at
the level of individual customers. The chapter then details aggregate methodologies
(for example, managing customer segments for profits rather than individual cus-
tomers) that can be used by firms that do not have the systems in place to accurately
measure costs and revenue streams at the individual customer level.

Chapter 12 discusses CRM software products and how they integrate with key cus-
tomer management strategies. We also examine typical implementation issues to help
ensure initial success and the eventual demonstration of ROI by measures defined in
the planning process. Finally, we look at specific vendor products in the market, their
application, and how current marketing trends are impacting CRM software.

The final chapter of the book provides a look to the future. Chapter 13 focuses on
the ways in which customer management is changing the nature of the marketing func-
tion itself. By bringing together the new customer management tools and new cus-
tomer management approach discussed throughout the book, we examine the ways in
which marketing is in the process of transforming from a product and transaction focus
to a customer and relationship focus, and what this will mean for firms seeking to grow
profitability during this transformation.

'KEY FEATURES

This book has been developed as a tool for managers, students, and professors. To facil-
itate learning, it is organized around the strategic customer equity management plan
for developing profitable marketing strategies. The chapters are short, and focused on
key topics. The book contains real tools, including two cases on the accompanying CD
using proprietary analytic software tools developed by the authors. Relevant cases
are included to enable students to apply their new knowledge and tools in real-world
situations.



Preface (for Instructors) xvii

WHO SHOULD READ THIS BOOK

Anyone in marketing, management, or finance who wants to grow the long-term value
of the firm will find this book valuable. In particular, students and practitioners who
want to learn cutting-edge strategic tools will gain much from this book. Undergraduate
or MBA students who have taken a basic marketing course and want to master advance
marketing strategy will find the book useful. The book is also appropriate for execu-
tive development and corporate training. Finally, marketing professionals and consul-
tants will also enjoy this book.
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