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As metrics relating to customers have become more sophisticated in recent years, Companies that sell 

to consumers have begun to realize that a customer has a long-term value to the organization, and that 

not all customers are equal in that value.  CLV or Customer Lifetime Value is a formula for assessing the 

value of a customer over his/her lifetime.  While there are a number of variations on how this CLV 

statistic is calculated. It most often includes factors such as: 

 Age of the customer 

 Income 

 Zipcode 

 Life stage/situation (e.g., homeowner, employed, children, married, retired, etc.) 

 Items purchased, prices and margin 

 Frequency of purchases 

 Returns 

 Level of influence with others. 

 

Some of this data is easier to get than others and wary customers are now more careful about who can 

access their personal data and what is done with it.  However, like or not, companies like Google, 

Facebook, and others have massive amounts of data on most of us, and that data is sold and used to try 

to sell us more stuff.  What’s good about CLV is that it rewards consumers for loyalty.  What’s 

disconcerting about it is that some customers get really bad service because they are infrequent 

purchasers, always buy on sale, or simply that they are senior citizens.  Companies use the CLV statistics 

as prescriptive analytics.  In other words, the CLV of an individual customer determines the level of 

service they receive, discounts, and even special sale announcements.  What this means is that if you 

take one vacation a year and always fly with one airline, you will probably wait on hold a long time to 

book a ticket over the phone.  You also will probably be the last to board the flight, and won’t be offered 

free drinks or snacks and are more likely to be seated next to a baby that smokes than some of the 

passengers with higher CLV value.  Banks, Airlines, and other types of companies have actually been 

treating their preferred customers better than others.    Eleven years ago I proposed a new metric in my 

book Beyond the Balanced Scorecard  


