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Overview

What is customer lifetime value?

Customer lifetime value (CLV) is the total gross profit generated by a single customer across their entire relationship with your business. CLV answers: "How
much can | spend acquiring a customer while remaining profitable?" Without knowing CLV, acquisition spending becomes guesswork. A customer gen
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STEPS 1- 2

Which CLV formula should you use?

E-commerce and retail CLV = Average Order Value x Purchase Frequency x

Customer Lifespan Example: AOV: Rs 2,000 Frequency: 4 times/year Lifespan:

3 years CLV = Rs 2,000 x 4 x 3 = Rs 24,000 SaaS and subscriptions CLV =
(ARPU x Gross Margin %) / Monthly Churn Rate Example: ARPU: Rs
3,000/month Gross m

How do you calculate CLV step-by-step?

Step 1: Gather customer data Pull from your systems: Total revenue (net of
returns) Total orders Unique customers Customer lifecycle dates Churn rate
Gross margin % Data quality rules: Use 12-24 months of data minimum
Deduplicate customers Account for returns and refunds Exclude heavy
discount cohor
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STEPS 3 - 4

How do you use the CLV: CAC ratio?

Which tools help calculate CLV?

CLV:CAC Ratio = Profit-Based CLV / CAC Benchmarks: Ratio Status Action
Below 1:1 Losing money Stop scaling, fix unit economics 1:1to 2:1 Break-even
Optimize aggressively 3:1 Healthy Target for sustainable growth 3:1to 5:1
Efficient Scale aggressively Above 5:1 Under-investing Increase CAC toleranc

E-commerce Shopify Analytics Razorpay/Instamojo MoEngage/CleverTap
Google Sheets SaaS Chargebee ProfitWell Baremetrics Google Analytics 4

Spreadsheet template: Sheet 1: Customer ID, dates, orders, revenue, returns
Sheet 2: Calculate AQV, frequency, lifespan, CLV.
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STEPS 5 -6

Common mistakes to avoid

Using revenue instead of profit Error: Not deducting COGS, delivery, returns
Fix: Always use profit CLV = Revenue x Margin % 2. Ignoring churn Error:
Assuming regular customers Fix: Use Lifespan = 1/ Churn Rate 3. Not

segmenting Error: Single average CLV across all customers Fix: Segment by
channel

How do you increase CLV?

Increase purchase frequency (highest impact) Post-purchase email
sequences (+15-25% repeat rate) SMS/WhatsApp campaigns Subscription
models (3-10x CLV) Loyalty programs 2. Increase average order value

Bundling and cross-selling Premium tiers Upselling at checkout Free shipping
thresholds 3. Increase
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STEPS 7 - 8

CLV benchmarks (India 2025-2026) Conclusion

D2C and e-commerce Category Typical CLV Beauty (premium) Rs 8,000-
15,000 Fashion (full-price) Rs 6,000-18,000 Electronics Rs 15,000-45,000
Grocery (subscription) Rs 18,000-60,000 SaaS Category Typical CLV SMB
SaaS Rs 30,000-1,00,000 Mid-market SaaS Rs 2,00,000-8,00,000 Enterprise
SaaS Rs 25,00,000+

CLV is calculated using AOV x Frequency x Lifespan x Margin for e-
commerce, or (ARPU x Margin) / Churn for SaaS. Maintain a 3:1 CLV: CAC
ratio for sustainable growth, segment by acquisition channel to identify high-

value customers, and recalculate quarterly as metrics evolve. Optimize your
customer
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Ready to Take Action?

Get expert guidance tailored to your business goals.

upgrowth.in/lead-generation-services/
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