
Do You Know The Lifetime 
Value Of Your Customer?

written by

Danielle Strouther



What’s Inside

Do You Know The Lifetime Value Of Your Customer?

1
Why is lifetime value important?

pg. 3

Before you can calculate lifetime value, you need to 

understand what it is and why it’s so important. 
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Discover the basic equations you can use to calculate your 

customers lifetime value. 
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The top tips you need to increase lifetime value and boost 

your revenue. 
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Why is lifetime value 
important?

Lifetime value of a customer is simply how 

much an average customer spends with your 

business in their lifetime.
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If you sell property, it’s likely your 

average customer only purchases from 

you once in their lifetime. 

If you offer a service such as 

hairdressing, accountancy or garden 

maintenance, you will have multiple, 

regular small purchases from each 

customer.

You need to know what a customer is worth to 

you. If you don’t, you can’t decide how much to 

spend to acquire one. 
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How do you calculate 
lifetime value?

Lifetime value is a running total of how much they 

will spend with you. 

Let’s say you’re a hairdresser. If your average 

customer visits once every 2 months, spends £30 

each visit and stays with you for 18 months, their 

lifetime value is around £270.

How much are you willing to spend to acquire a 

customer worth £270?
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 £5, £10, £20, £50? It obviously depends on your 

business needs but working out the lifetime 

value can be liberating and eye-opening.

You may have thought £50 was way too 

much to spend on acquiring a new customer. 

However, once you know they are worth 

£270 over the next 18 months, it’s worth the 

investment. 

The problem is many business owners only 

count the first transaction when working out 

customer value. 

Obviously, some customers will only spend 

once with you, but many more will keep coming 

back. That’s why you need to work out your 

average, to ensure you get the true figure. 

Keep in mind the older your business is, the 

easier it is to work this out. If your business is 

brand new, you may have to wait and check 

your statistics a little further down the line.
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Can you increase 
lifetime value? 

Yes, you can. 

And it’s not particularly difficult with just a little 

effort. In fact, there are 2 main ways to increase 

the lifetime value of your customer. Firstly, increase 

the amount they spend on each visit. Secondly, get 

them to buy from you more often. 

Don’t worry, there are a number of ways you can 

achieve this, such as:
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If you look after your customers, they are far 

less likely to leave you. People like familiarity 

and will usually only leave if they become 

unsatisfied with your service or you hike up 

your prices too often.
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Exceptional customer service

Increase each customer’s average order 

value

If you can increase the average amount your 

customers spend with you each time they 

purchase, their lifetime value also increases. 

This can be achieved through up-sells and add-

ons, special offers etc.

Get your customers on your subscriber list

It’s easier than ever to collect your customers’ 

emails and build a subscriber list. This allows 

you to legally contact them regularly regarding 

new stock or services, new product lines and 

sales.



Develop and test appealing offers and 

promotions to offer existing customers for 

extra sales. You can try add-on services, new/

updated products/services, loyalty scheme/

rewards and refer a friend. 

Imagine each customer referring just one friend. 

That could really impact your lifetime value.
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Get your customers to buy more often



If you know how much you can reasonably 

expect your average customer to spend with 

you over their business ‘lifetime’, you know your 

average return.

This gives you the key to set the right budgets 

for your marketing. Once in place, you can also 

follow these tips to help boost your long-term 

revenue by increasing the lifetime value of your 

customers. 

Key Takeaways

Smarter, more effective online advertising
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