
 
 

Contents 

About This Book ................................................................................................. vii 

About The Authors ............................................................................................... ix 

Acknowledgments ............................................................................................... xi 

Chapter 1 Strategic Foundations for Segmentation and Lifetime Value Models .... 1 
1.1 Introduction  ................................................................................................................................ 1 
1.2 A process for increasing CLV  ................................................................................................... 3 
1.3 A taxonomy of CLV models ........................................................................................................ 7 

Chapter 2 Segmentation Models ........................................................................... 9 
2.1 Introduction to segmentation models  ..................................................................................... 10 
2.2 K-means clustering  ................................................................................................................... 14 
2.3 A process for building segmentations ....................................................................................  27 
2.4 The finite mixture model  ........................................................................................................... 38 
2.5 Chapter summary  ...................................................................................................................... 49 

Chapter 3 The Simple Retention Model .............................................................. 51 
3.1 The customer annuity model ....................................................................................................  52 
3.2 The simple retention model  ...................................................................................................... 53 
3.3 Estimating retention rates  ........................................................................................................ 59 
3.4 Per-period cash flows m .......................................................................................................................  62 
3.5 Chapter summary  ...................................................................................................................... 66 

Chapter 4 The General Retention Model ............................................................. 67 
4.1 The general retention model  .................................................................................................... 67 
4.2 Introduction to survival analysis  .............................................................................................. 72 
4.3 Product-moment estimates of retention rates  ....................................................................... 73 
4.4 The discrete-time survival model  ............................................................................................ 82 
4.5 Application: trigger events  ....................................................................................................... 94 
4.6 The beta-geometric model  ....................................................................................................... 98 
4.7 Chapter summary  .................................................................................................................... 104 

Chapter 5 The Migration Model ........................................................................ 107 
5.1 Migration models: spreadsheet approach  ............................................................................ 108 
5.2 Migration model: matrix approach  ........................................................................................ 112 
5.3 Estimating transition probabilities  ......................................................................................... 116 
5.4 Chapter summary  .................................................................................................................... 126 

Chapter 6 Data-Mining Approaches to Lifetime Value ...................................... 129 
6.1 The data-mining approach to predicting future behaviors  .................................................. 129 
6.2 Regression models for highly skewed data  .......................................................................... 134 
6.3 Evaluating data-mining models  ............................................................................................. 144 
6.4 Accounting for the long-term effects of a marketing contact  ............................................ 155 
6.5 Chapter summary  .................................................................................................................... 157 
  

Malthouse, Edward C. Segmentation and Lifetime Value Models Using SAS®. Copyright © 2013, SAS Institute Inc.,  
Cary, North Carolina, USA. ALL RIGHTS RESERVED. For additional SAS resources, visit support.sas.com/bookstore. 

support.sas.com/bookstore


vi   Contents 
 

References ....................................................................................................... 159 

Index ................................................................................................................ 163 
  

Malthouse, Edward C. Segmentation and Lifetime Value Models Using SAS®. Copyright © 2013, SAS Institute Inc.,  
Cary, North Carolina, USA. ALL RIGHTS RESERVED. For additional SAS resources, visit support.sas.com/bookstore. 



Contents   vii 
 

 

 

Malthouse, Edward C. Segmentation and Lifetime Value Models Using SAS®. Copyright © 2013, SAS Institute Inc.,  
Cary, North Carolina, USA. ALL RIGHTS RESERVED. For additional SAS resources, visit support.sas.com/bookstore. 




