Humanities and Social Sciences 2020
HSS, vol. XXV, 27 (2/2020), p. 109-121 April-June

Piotr MAKOWSK It

ISSUES OF BRAND CAPITAL LOSSRISK ANALYSIS

The article describes issues accompanying the sinady the risk of brand capital loss
resulting from risk assessment and the specifafithie subject of assessment. It was proposed
to adopt a definition of risk as a feature of aaiion in which it is possible to quantify threats.
The research focused on considerations regardisgide approaches for a measurable
indicator for the assessment of the level of rig&dal on conditions of relative market balance
and lack of global threats to the industry of aegibrand. The article proposed to modify the
customer life-time value indicator to estimate &éxpected value of the customer's loss, as
one of the indicators of brand capital loss. Anregke was provided showing the possibility
of using a simplified customer decision model baseMarkov processes to estimate changes
in the probability of losing a customer over time.
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1. INTRODUCTION

A brand is like trust in business, it facilitatesofiof things. This concise comparison
explains the observed, dynamic development of kadgé concerning the building,
measuring and managing brand capital. However pihéomenon would not really exist
if it was not for the measurable effects of retammarketing investments. The search for
selected offerings in source literature devotemhdéoketing issues made it possible to notice
that understanding the need to successively inerehs brand capital has slightly
dominated the concern for its loss — it is difficid find examples of literature devoted to
the risk of losing brand capital.

A general, comprehensive method of brand capitséssnent was also not found.
Perhaps this is because in multi-criteria assesniteis extremely important and difficult
to estimate the right relations between the catenhich correspond to the needs of the
evaluator. Moreover, the ability to make an expiagnosis of the current state of a brand
capital, on the basis of many economic indicatars #he results of broadly understood
marketing research, is just the easiest conditandet, needed to forecast its change in the
long term. This leads to the assumption that thgoita of problems in analysing the risk
of losing brand capital are related to the selaatibmeasurable indicators allowing for risk
evaluation. The signalled state of affairs leadstaigake a specific risk of making
a judgement on a few reflections and observatieganding the observed problems within
the discussed potential scientific exploration area
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The aim of this article was to identify, describedaxplain, the essence of selected
problems of risk analysis, related to the possibdf losing the positive effects for the brand
owner resulting from its possession, and to disqueposals for general possibilities of
overcoming selected, noticed difficulties at thikage of risk management. The
considerations were limited to a relatively stabiarket situatioh The emergence of
“external” threats destabilising the brand-spedifitustry, such as e.g. new inventions and
technological innovations triggering revolutionariganges in customers’ needs, creates
a situation in which, in practice, it is sufficiantidentify threats to the loss of brand capital
without a quantitative, comprehensive assessmetiteofisk this phenomenon entails (as
this risk is usually unacceptable). The analysisudh situations also goes beyond the
subject matter of this article.

It has been noted that many important problemsénanalysis of this risk concern
methodological, axiological and even ontologicgdexds (here e.g. related to the difficulty
of determining the ontological existence of a rigfinition), as well as arise from the
specificity of the brand itself and the loss ofrimaapital.

2. BRAND, ITSFUNCTIONSAND CAPITAL

A brand, in essence, is a company sign — a grayiibol or a trade mark — recognised
on the market, allowing to identify a producer,vée provider or seller (owner). In
a broader sense, it can be treated as a mentatshm@ferring directly to the image of the
brand owner. A successful form of a graphic siggpamted with a given brand is usually
a catalyst for building this positive image. A stgobrand, representing an owner whose
image is consistent with reality and sufficientcognisable, may perform several more
important, positive functions, understood as arectje effect of its presence on the
market. The following functions of the brand cambentioned here:

» protective — safeguarding against imitation or detfeiting of a legally protected

trademark;

« informational — informing about the origin of theopguct and its consumer's

membership in the group of the brand products users

< emotional — being a source of personal satisfaatiothe consumer derived from

possession;

e promotional — it is an element of brand promotitself, through the presence of

a graphic sign in public space;

» guarantee — informing about the guaranteed, palgmtbduct quality;

« limiting the buyer's risk — increasing the sense@tainty of choice made by the

buyer in the most often multi-criteria product asseent;

« limiting the risk of the brand owner — consumerdly to the brand allows to limit

the risks of market functioning (e.g. investmentigiens taken);

« added value — allows to obtain an inflated, madateptable sales price of products

(services), limit expenditure on their promotion.

The quality of these functions is an indicator loé forand's strength and represents

a contractual value for both the owner and the wares. The difference in the marketing

2 Market stability is understood here as the abitityreturn to the balance lost as a result of
disturbances. This stability is an important assionpas it allows to identify probability
distributions characterising market phenomena ustatistical tools.
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behaviour of the customer caused by the percepfitine brand is called customer-based
brand capital. The basic components of this capital “(1) the differentiating effect,
(2) brand awareness, (3) consumer response to timayk€hey set out the general direction
of its construction” (Keller, 2015).

Diversified characters of brands and the multifadetature of their functions cause the
phenomenon of loss of brand capital to be undedsamabiguously. For the purposes of the
considerations being the content of this arti¢dlbas been assumed that the loss of a brand
capital is a market phenomenon, connected withdisirbance of its functioning on
the market in aspects of many of the above mentidoactions, and sometimes with
the reversal of their positive perception (e.g. amto-advertising may become an
anti-advertisement), which in consequence is caadegith the loss of a brand capital and
losses for its owner. However, due to the assuneserglity of considerations, it is also
assumed that the degree of weakening of the brapitat and the related extent of losses
can be assessed by an owner according to subjexrtteeia. The source literature offers
descriptions of a number of methods for measutiegrésults of a brand capital, allowing
to indirectly deduce its strength, but as KelvinKeller (2015) claims, a comprehensive,
gquantitative method of evaluating this capital gsan single indicator has not yet been
developed.

3. RISK ESSENCE AND RISK ANALY SIS, SELECTED AUTOGENOUS
RISK ANALYSISPROBLEMS

Risk management is already a common practice istiravery company wishing to
meet ISO standards (e.g. PN-ISO 31000:2018-08hdright of the guidelines of these
standards, modern risk management deals with sihgin which measurable risk and
immeasurable uncertainty are assessed, which,ngitally, gives rise to certain
methodological difficulties.

Before explaining the essence of risk analysiis Wworth defining the concept of risk
itself, as the practice of defining it in many rislanagement methods is controversial, and
the regulating nature of these definitions may haegative consequences also for the risk
assessment itself. This is particularly importantiew of the Basel Committee on Banking
Supervision's definition of various types of rigksmeans of risk

The source of formal difficulties, transferred b tpractice of risk management, is the
ambiguity of understanding risk as an ontologicitg — the concept becomes a term after
defining it. The definition usually narrows dowretbriginal meaning of the concept for
communication in a given area of knowledge. Overetithe term displaces the original
meaning of the concept from users' awareness, lingothe cause of difficulties in
verbal communication, consisting of reificatiore.i.interlocutors having difficulty in
distinguishing name from a referent (reality frdme model, e.qg. risk from risk measures).
Risk is a classic example of this, and over-retstigcthe meaning of a key term may also
narrow down the scope of risk assessment.

There are many definitions of risk in standard@atiocuments and risk management
source literature, referring to these and otheological categories. For example, according

3 Resolution No. 8/2013 of the Polish Financial Suiséon Authority of 8 January 2013 regarding
the management of operational risk in banks assuaeshe Basel Committee of Banking
Supervision, that operational risk is to be und&mtas the risk of loss resulting from maladjusted
or unreliable internal processes, people and teahaystems or from external events.
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to ISO 31000: 2012 standard “risk is the resultiméertainty in striving to achieve a goal”.

It can be noted that: there can be many effeatmoértainty; the definition does not specify
whether this effect is to be measurable; when tleam effect there is no longer any risk,
since there is a specific loss; the uncertainglfitseeds to be definédAn example of the
identification of risk with the possibililyof adverse events is the definition given by
Ladislav Tempnan (2002) or William D. Rowe (197There are many examples of
perceiving risk as a danger. For example, accordimdaria Sierpiska and Tomasz Jachna
“Risk is usually defined as the danger of los3"(.(Sierpinska and Jachna, 2005). If we
notice that taking risk is the exact factor thgt@ses to danger, then in the quoted fragment
of the definition the effect is identified with tlsause (because a danger is in fact a state of
danger).

As a result of standardisation, the most commaerjmetation is the perception of risk
as a combination of the quantitative probabilityasfs occurrence and the severity of that
loss. E.g. “Risk means the frequency of accidentbsiacidents leading to harm and the
severity of that harm” (Commission, 2013, p. L,12)/ In many known risk assessment
methodologies developed according to the guideliRésISO 31000:2018-08), in practice,
the concept of risk R is reduced to one indicator expressed as a refdtip:

R=1; 1)
where:P is the probability of loss occurrende: value of loss.

The discussed narrowing formally allows to boil thek assessment down to the
acceptance as a criterion for its assessment re#iudt obtained using the relation (1). It is
easy to see the awkwardness consisting in thebaskming, in this situation, the same
construct as the risk assessment criterion.

An attempt to solve this problem is the authortsppsal for the definition of risk in the
following wording: a risk is a feature of a situati in which a projected random
development may bring about only negative, negathmositive effects, and the probability
distribution of these effects is known, identifigdth acceptable accuracy (Makowski,
2016).

The Definition referring to one of the basic ontiategories, which is a feature of
a situation, is a proposal that eliminates theialiffy of determining what risk is. The
knowledge of probability distributions of state iadnles describing the forecasted situation
is a condition for effective forecasting (risk assment). The essence of forecasting, as
opposed to prediction, is a quantitative descriptiba fragment of the future with a specific
error. Random consequences may be interpretedatioreto both speculative and pure
risk. In light of this definition there is no ne¢d limit the interpretation of risk to one
indicator.

Within the material scope of risk management urdéngs, a set of analytical-
assessment and planning-control activities canistenguished (Sienkiewicz, 2006). E.qg.

4 Note that F.H. Knight, the progenitor of risk @asch, published his concept of measurable and
immeasurable uncertainty Wincertainty & Profitas early as 1921, where he called the former the
risk and the latter the uncertainty in a strictsgen thus uncertainty is a category that needs to b
defined on par with risk.

5 Possibility is also an ambiguous concept. Itse aometimes interpreted as e.g. an option, acghan
a solution, probability, which does not ensure upigmous perception of risk.
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according to the regulations of the PN-ISO 31000808 standard, risk analysis is an
element of the risk assessment stage and is prebgdisk identification activities. This is
illustrated in Fig. 1.
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Fig. 1. General scheme of the risk management psoce
Source: own elaboration based on (PN-ISO 31000:2&)3

The essence of risk analysis in this context wlitb select and estimate the values of
indicators allowing for risk evaluation and it reated as such here (despite the existence
of many other interpretations).

In the light of the discussed standardisation neménts, it is generally accepted to
present the results of risk assessment in the édmrisk matrix on which the assessed risk
can be located in the probability and loss cootémalhe advantage of the risk matrix is
the preservation of information about the natur¢hefrisk resulting from the relationship
betweenP andL, and this is of key importance in the choice eknnanagement strategy
(as the value of the risk index alone does notrdete this). However, this form may cause
excessive simplification in risk assessment practitor example, when the nature of the
losses incurred has a different distribution thdsireomial. This is also important in the
context of assessing the risk of loss of brandtahpnd its weakening.

If expert methods of probability estimation are tied (according to Bruno de Finetti's
(1975) subjective theory, probability is a persapion), then in the case of loss of brand
capital, which usually happens very rarely to aipalar owner in similar circumstances, it
is difficult to estimate the probability of such ament applying a frequency interpretation.

The classic statistics based on the estimatiomaifgbility distribution parameters due
to the required retrospective nature of the re$earaterial becomes futile hérdt would

6 In the formal sense, frequency probability doeseaxist in relation to bringing a random variable
to effect, which maps a phenomenon that has neygrened before.
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be necessary to have a verified model that mapphbBaomenon in question, taking into
account not only known threats but also thoserttat occur hypothetically. The postulate
of the possibility of forecasting, resulting didgcfrom the content of the proposed
definition of risk, creates in practice a serioustmodological problem with regard to
forecasting of the so-called extreme events.

Another autogenic problem of risk analysis is rsdato finding an answer to the
guestion: which of the known interpretations oftgability should be assumed?

In the analysis of extreme situations on the mactksually occurring rarely), the
parameters of dispersion of the probability disttibn of losses, characterizing the
riskiness of the situation, also leap to prominefidee more “flatter” this distribution is,
the more likely the extreme events are. In the amliterature, however, one can find
criticism of the achievements to date in risk assgnt according to the criteria of average
value and standard deviation of the probabilityridigtion of losses (Kaczmarek, 2010).

4. SELECTED PROBLEMSOF THE METHODOLOGICAL LAYER
GENERATED BY THE SPECIFICITY OF THE SUBJECT
OF RISK ANALYSIS

In practice, it is difficult to reliably assess tlss of brand capital by directly estimating
the risk as the product of probability and lossaainly due to the difficulty of estimating
the probability of its occurrence. Moreover, if watice that probability may be a function
of time, and changes in its value may be signifieeithin the assumed time horizon of an
assessment, then the discussed difficulties inereasn more, often excluding the sense of
evaluating direct risk according to the discussaddards. Thus, there arises a problem of
assessing the risk of loss of brand capital byratiethods, using indicators that indirectly
characterise this risk (e.g. based on the intertdityymptoms that are precursors to the
discussed phenomenon).

Negative market phenomena for brand owners forbechecessity to implement risk
management systems in the management of compaifiess the specificity of threats and
the definition of their undesirable effects (logsesulted in the separation of many types
of risks (e.g.: market, operational, credit, inwesht, bankruptcy, legal), as well as methods
of their assessment. It can be argued that bragpithtar its elements play a significant role
as important variables in models for the evaluatibthe levels of these risks. Therefore,
their control becomes an obvious priority for assggthe risk of loss of brand capital.

The question arises: in a relatively stable maskettion, do the indicators describing
the economic condition of a company allow drawingausions on the risk of losing brand
capital? For the conditions of the discussed masiaation, companies should calculate
market and operational risk resulting from interaald external operating conditions,
which may cause random losses. The often mentioresure of risk is then the so-called
—VaR (Value at Risk— critical value of losses and the probabilityeateeding this value
P = a (a should not be greater than 1+5%). The idea ofthjpdlistribution of losses and
interpretation oVaRis presented in Fig. 2. There is a possibilitapply a certain analogy
here, consisting in determining this critisdRIoss related to brand capital loss. If it were
easy to single out the impact of conditions origimg only from the deteriorating
functioning of the brand on the probable lossatsafwner and identify such a distribution,
including the VaR probability component, then the problem of assessnceuld be
theoretically solved, but it would not allow to ayahe known disadvantages of this



Issues of brand capital loss risk analysis 115

approach. In practice, all known methods of idérgifon of the discussedaRdistribution
use records of observations of mainly expectednfative) losses, rarely the ones of
excessive nature (Fig. 2), situated in the so-ddithain of decomposition”, i.e. the most
significant area. As a result, in this area the ehod probability distribution of losses is the
least accurate. This very defect is the sourcbefiundamental problem of unreliability in
the application of this approach.

Density of probability

P=50%

P=a
Oversized losses
Expected | losses
losses | =
I : >
N /Z ’ Bankruptcy losses
| |
| / L
Level expeted losses Level of sufficency of
reserve - VaR
\

Fig. 2. Loss distribution, interpretation \é¢éRas a measure of operational risk (example)
Source: own study based on (Brink, 2002).

Frequently, the loss of a brand capital is theltesuhe owner's bankruptcy (it does not
have to result only from the loss of a brand, ansbime situations the loss of brand may be
due to the owner's bankruptcy). Forecasting metiaag be helpful in analysing the risk
of bankruptcy because of their predictive effeatie®s (usually one year), giving the brand
owner time to react. In the assessment of creslt bhanks have predictive and effective
bankruptcy models. Among others, Polish bankrupteydels are known, such as the
“Pozna” model, the Miczynska and Zawadzki model, the Wierzba model, the Apeler
and Szarzec model and others. These models redectovariables as those occurring e.g.
in the Maczynska and Zawadzki model:

Z =9.478X1 +3.613X2 + 3.246X3 A485X4 +0.802X5 — 2.478; 2

where: X1 — operating result / total assets; X2juity / total assets; X3 — (net result +
depreciation) / total liabilities; X4 — current ass/ current liabilities; X5 — sales revenue /
total assets (Kisialska and Waszkowski, 2010). These variables arectmtent of
companies' economic reports summarising mostly @roperating effects and, similarly to
the description o¥/aR it is difficult to isolate the impact of brandrictions on the values
of these variables. It follows from the above cdesations that the bad condition of the
brand owner's company has an obvious impact ocutrent and future capital of the brand,
but forecasting the loss of this capital is of setary importance in view of the real
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possibility of bankruptcy. That is why it is so fiitilt to find descriptions of methods of
deducting the risk of losing brand capital on tlsib of economic effect indicators of the
company.

In this situation, facing the problem of assessiggrisk in question, it seems reasonable
to refer to the basic components of customer-bbhsad capital (differential effect, brand
knowledge, consumer's response to marketing). Aomey, especially when making
market decisions about changing a given brand mthan one, expresses subjective
knowledge about the brand, shows explicitly negatisaction to marketing, including
promotional offers, and deprives the brand ownepaft of the differentiating effect.
Therefore, the forecasted loss of existing custemeay be, in relatively stable market
conditions, an indirect indicator of the risk oiog the brand capital, although it is worth
noting that certain brands may lose customers giedatly due to a decrease in their
purchasing power, e.g. in periods of economic sriaed this does not mean a weakening
of the power of these brands. The influx of newtenrs, although significant, does not
inform so well about the situation of the brandftesnew customer may have incomplete
knowledge about the brand.

Contemporary marketing research allows for pregiséiling of customers in the light
of many criteria, effecting multifaceted segmemtatdf customers. Whereas, the use of
classifiers (e.g. Bayes) allows to forecast, in ttase of the representatives of the
segmentations made, also their typical market Hebain terms of probabilities. It is also
possible to estimate e.g. the migration rate —ptiobability that a customer (with a given
profile) will stop cooperating within the assesstrgorizon.

Analytical marketing has defined many indicatorfieing the effects of work of
marketing managers. In terms of assessing theofidsing a customer, the customer life
time value (CLTV) indicator, calculated on the Isasf relationships, seems particularly
interesting:

CLTV = —AC + ¥V_, Wn=GwP” . 3)

(1+r)n

where:AC — means the cost of acquiring a custoriver,— means the margin achieved on
transactions with a given customer in tifeperiod;Cn— the cost of marketing and service
in the " period;P — probability that the customer will not stop ceggting in the next year,
N — total number of years or other periods,discount rate (Jeffery, 2015).

The essence of the relationship (3), may be uded mécessary modifications (taking
into account the customer's loss event) to estithateisk level of losing a customer using
the indicator marked here with an abbreviatiofFRLC (Forecasted Risk of Losing
a Customer) the value of which is proposed to be estimatesetheon the following
dependency:

(Mp—Cp)(1-P)"
Dependency (4) allows for an estimation of partiak of lost value in customers
representing segments obtained as a result oflipgyfiwhich in total should give an
assessment of the risk of lost value in custoreesandicator of brand capital impairment.
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A certain disadvantage of this approach is the neerify possible changes in the value
of data for the calculation over time.

One of the key objectives of the risk assessmdntwarn as early as possible about the
possibility of the risks materialising in the foohlosses. The observation that in assessing
the risk of loss of brand capital the quantitatagpect is important, but the expected time
after which it may occur is no less significanises further methodological problems due
to the fact that, as a rule, a larger forecastzooridetermines its lower credibility. This
forces the assessment procedures to be repeatediipgty on the basis of updated
empirical data.

5. CUSTOMER DECISION M ODEL

In certain situations, it is possible to make “ousér value” dependent on the expected
time of cooperation with a given company. The exi@iyelow shows a situation for which
a decision model of an average customer (simplifitedhe purposes of this article) has
been developed, by means of which an attempt texs inade to explain the essence of the
proposed approach enabling an assessment of teetegprobability of losing a customer
(migration rate) as a function of time. This inrtilshould make it possible (e.g. for the
owner), regarding a certain critical value of thisbability, to estimate the expected time
available to achieve it. This time can be usednplément risk mitigation measures.
Determining the expected time of cooperation wittagerage customer also simplifies the
assessment of CLTV values.

Companies such as banks, mobile phone operatds, TS operators etc. — to mitigate
fluctuations in the migration rate of their custome- use fixed-term contracts, the
termination of which imposes certain encumbraneethe customers. The decision of the
customer of such companies to continue cooperagitinerefore particularly mature and
important from the point of view of assessing hierBatisfaction with the quality of this
cooperation. Let us consider a simplified decisiwaking model of an average customer of
a company of this type (Fig. 3), whose contract dodefinite period of time at=0
transformed into a contract for an indefinite pdrad time.

A4 Az

(A1 — 42)

Fig. 3. A graph of the decision model for an averagmpany's customer
Source: Own study.

This state is reflected by the vertex [1] of thayr in Fig. 3. If a customer is satisfied
with the contract, she/he may not change it. Otlssrwshe/he can go e.g. to the customer
service office — vertex [2], where she/he recewe®w cooperation offer. If the customer
decides to accept it, vertex [3], she/he contiruesw contract for a fixed period of time.
She/he may also resign from the services of a givand — vertex [4]. The likelihood of
the customer's transition to particular states ftbio t2 depends on the differend? ¢ t)
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and does not depend on the initial moment, medtiegcriteria of Markov's discrete
processes. Moreover, intensities of transitionsvbeh statesi{ andA2) are known. Thus,
in the first approximation, identification of theontel can be made on the basis of
acceptance of assumptions for Markov's stochasticegsses, although the empirical
verification would of course be advisable by allans.

Let us also assume that the assessment horizdmites than a typical fixed-term
contract period.

In the simplified model, it is assumed that theemsities ofA1 and 12 passages are
constants, which facilitates the analysis. In theecof observed strong trends increasing
over time, especially2(t), it is obvious that undertakings inhibiting thiend must be
implemented immediately and the risk of losing ¢hietomer is not accepted. Whereas, an
insignificant intensity trend can be approximatedcertain time intervals by means of
constants and the analysis of the model's behaiidbe designated periods can be carried
out as for a stationary model. In turn, decreasingndA2 trends indicate that brand capital
is strengthening.

To obtain forecasts of the values of the discugstedsities on the basis of observation
results, known time series forecasting models @anded. The analysis of time series as
a field of knowledge offers many efficiently pretive classes of models, such as
autoregressive models, with a moving average amlemus methods of smoothing out
fluctuations: seasonal, pertaining to economic d¢ants, as well as accidental obtained
empirical research material.

Thell andA2 intensities were defined as follows:

k

A= ;1 (5)
k.

A = f (6)

where: K— known number of customers with the status oéqtHt during the time horizon
of the analysis (e.g. during the year)—kforecasted intensity of the number of customers
willing to resign from the contract for an indefmiperiod of time in the calculation unit of
time —T (e.g. a week); & forecasted intensity of the number of customélisng to accept
a new offer of cooperation for a definite periodiofe in the unit of timd.

For a graph in Fig. 3, the following arrangemeniKofmogorov's differential equations
can be arranged in light of the assumptions desdribove:

P1’ ® = AP ®

Pi(t) = M P (1) — 2P, (D) — (A — A2)P, (D)
P (D) = (A — A)P, (D)

P () = 2,P,(1)

)

where:P1(t) — probability of state [1] continuind’2(t)— probability of transitioning from
state [1] to state [2PP3(t) — probability of transitioning from state [2] ttate [3]; P4(t) —
probability of transitioning from state [2] to [4jrobability of losing customers).
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For the model under consideration the followingiahiconditions can be assumed for
t=0: P1(0) = 1 andP2(0) = P5(0) = P4(0) = 0.

By transforming Laplace's differential equationsteyn (7) and taking into account the
initial conditions, the following algebraic systexhequations was obtained:

sPi(s) —1=—-1P (s)
sP,(s) = 4 Pi(s) — A, P,(s)
sP3(s) = (A — A2)P,(s)
sPy(s) = A, P,(s)

(8)

where:s— Laplace's operator.

For example, Lapace's transformation was obtainéd regard to the said probability
of losing the customer described by the followiatation:

P(s)=22__—t __ %
4 A1 Aa(S+A1)  Aq(s+Aq)2

)
By performing a reverse transformation of Laplackpendency (9), the original was
obtained:

P,(t) = i—i[1 —e™ME (1 +4,0)] (10)

Dependency (10) allows to estimate the limit vadfiprobability of losing the customer
(so-called absorbing state fopto, Ps=412/41). It also allows for estimating the time (tkr)
needed to reach the valueRafconsidered critical Pa(tkr) = P, i.€. below which it is still
unprofitable to improve the promotional offer. Thigy be important e.g. in decisions
related to the implementation of promotional unal€rngs — increasing the value of
intensity ¢1-12). It is easy to notice that models of this typodhcilitate factoring (of “what
if” type).

An example of a dependency diagram (10), descritiinghature of changes in time in
the value of the probability of losing a customd?4{t) is presented in Fig. 4. The diagram
was made for: annual assessment horizon; T — wasklyssment time unit; K=50 thousand;
21=0.015;1,=0.0045 and acceptdek=0.12. For the discussed example, this probability
does not reach the value considered critical withemassessment horizon — which means
no need to implement a new promotional offer. Apaom the threshold value of
probability, the time needed to achieve it is daleportant. This confirms the thesis that
taking into account the time factor may have aifigant impact on risk assessment.

Practical applications usually require more compieodels, mapping more decision-
making situations, moreover, not necessarily dbsagistationary processes. Their creation
and use may be supported by the observed dynamétagenent of numerical methods of
solving the calculus problems.
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Fig. 4. Example of a graph féX(t)
Source: Own study.

6. CONCLUSION

The loss of a brand capital may have irreversiblessequences, hence the possibility of
analysing the risk of losing it seems to be an irtggt management problem. Extracting
the risk of loss of brand capital aggregated inkeand operational risk assessments may
give interesting results useful for marketing démpeants of companies. Although the
specificity of each brand requires the developneéntedicated methods for analysing the
risk of losing its capital, the selected problerhthis process outlined in this article are of
such a general nature that they may contributaiggering a discussion among those
interested in this issue, which would be a soufageauine satisfaction for the author.
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