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e INSTRUCTIONS
a. Please answer all the sub parts of every question
b. While answering, do ensure that you are entering the answef irl the correct question and sub par- I

column, in the given Excel template
c Please do not leave any unnecessary spacing within the text of your answers

Q1 ) Read this Case Study: How Netflix Utilizes CLV fo Increase Its Revenuesl and answer the
following questions

Have you subscribed to Netflix? Even if you have, then the chances are lila'. you vv, il oc there icr 2t,
months only. The data recorded on NetfIIx's lifetirne vaiue metric indicate that ari average customer
stays on for as tong as 25 months providing a customer lifetIme value of $291.25 per customer. The
Importance of this number comes from the fact that based on them, Netflix determines how much
money to spend on each customer.

First, an average customer pays around $1 1.65 a month and $139.80 a year. Assuming that
Netflix pays $150 to get a new customer, had you been at the company's place, would you spend the
same amount of money? The revenue it earns per year from each customer is 8139.90 and is
spending $150 on each of them; therefore, it would lose S10.2. Bu: because all ave,'ac,c cus!:ric
staYS for aFound staYS for around 25 months, the company can easIly cornpeiisate tor ine tosses

However, during this whole process, it must be made sure that the Cl_V is knowr1 if it is worirl
losing the money in the short run because then you would know that you can cover up the losses in
the long run

Now, all customers are not the same; some might subscribe for 6 months and some might
even go for as long as 6 years without even cancelling the subscription. To make sure of this, Netflix
tracks every customer individually. For example, it knows very well that if you are not renting movies
continuously, you might cancel the subscription sooner or later' To tackle tn is the con',f)any has :,
partICUlar feature where it asks you to make a gut:uc of Inc movies you want i(, '„-, atc,’) . (;rice yo,. a,-,

done watching that movie, it suggests you the next
Moreover, it knows that not all customers are as patient. A lot of them simply cannot wait for

their movie to arrive in the mail, so the company has added another feature where customers can
stream movies on the web. This way Netflix continuously track the customers performance and predict
what customers will do next and hence provide customers with what they want. This strategy is great
for identifying the moves of customers and hence fulfil their needs accordingEy, Netflix has reduced
its churn rate to 40/, by simply tracking such beFla'„'iours

Second, Netflix pays around $16 to afhEiaie rrlarketers for each CL,sic):i .or It'„?y bririg. it IrIIq,
seem a little amount to you, but it is not. A lot of new customers who subscribe Ier Id ’.o use irle Free

1-month triaE and then cancel the subscription, So, 316 has been paid tor brirlglng a customer who
might not even stay for 2 months. It is obvious that Netflix would not have paid this amount if it was

e



not receiving any benefits. Netflix is a big con'IF)any, and it knobs its 'i,fetirne rr lot.rics v'eli. wrl::h’is wh-,
it spends so much into marketing, Hence, ii Netflix was not well versed with its CLV ri'lctrics. it woula
not have stayed in the game for so long and ii would not have been such a big cornpany. Hence, it is
imperative to keep track of your CLV to achieve more revenues
(source: MarketIng Analytics by Seema Gupta, Avadhoot Jathar)

a) How does Netflix determine how much money to spend on each customer? (5 Marks)

b) Overall, how would you analyze Netflix's CLV strategy? Es it effective or not? Support your
answer with 2 reasons t2-$=10 Marks)

c) Explain 3 changes that you would like to make in the existing CLV policy of Netflix?
(3*5=15 Marks)

Q2) Solve the following numerical, visualizing yourseEf to be Lcnskart's Cus’,o,'ner Exper£cncci
Manager. Lenskart conducted a survey to measure its Net Promoter Systenl (NPS) and received
responses from 500 shoppers, with the folEowing scores

400 shoppers gave a rating of 9 or 10,
50 shoppers gave a rating of 7 or 8, and
50 shoppers gave a rating of 0 to 6e

a) Briefly explain 2 differences between using the Net Promoter System and the customer satisfaction
survey mechod? (5 Marks)

b) Calculate Lenskart’s NPS score. (5 Marks)
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