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MESSAGE FROM THE CEO

66

“I've been in your shoes. As a serial CEO, | made the costly mistake of
underestimating Customer Acquisition Cost (CAC). | learned the hard way
that it's a silent killer of a company's success.

That's why | created Recurved—to provide businesses with a more
innovative and faster way to win. It's an Al-powered system designed to help
you avoid the same mistakes | made.

If you're not using CAC as a strategic advantage, you're falling behind. Don't
let your competitors get ahead.

I've put together a free guide to show you how to truly understand CAC and
use it as your secret weapon. Give it a read; it's a game-changer. I'm here to
help if you need more."

HE

Sandra Gault

“A Geek In Heels”

@ CEO/Founder -
> sandra@getrecurved.com

M) www.linkedin.com/in/sandragault

Recurved, Inc. (c) 2025 www.GetRecurved.com
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CHAPTER 01

Introduction to Customer
Acquisition Cost (CAC)
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INTRODUCTION

Run Your Business Like
a Game of Chess

Like in chess, where strategy and
foresight determine victory, running a
successful business depends on
understanding your key components.

We'll guide you in mastering the board,
particularly when it comes to your
Customer Acquisition Cost (CAC)—
your most influential element.

You Should Think Of Your Business As A Game Of Chess:

QUEEN
KING Customer Acquisition Cost
Cash is King (CAC)
Just like the king in chess, cash is the The Queen is the most versatile and
most essential asset in your business. powerful piece on the chessboard, and
Without it, your business can't survive. in your business, that's your CAC. It

dictates your growth efficiency and
sustainability.

Protect your cash!

Master your Queen, and you master
your growth.

Recurved, Inc. (c) 2025 www.GetRecurved.com 06
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BISHOPS
Relationship Builders

Bishops move diagonally, symbolizing
the crucial relationships you build
with customers, suppliers, and other
stakeholders.

ROOKS
Essential Resources

Rooks provide vital support, much like
the software tools, facilities, and
equipment that underpin your
operations.

“YOU PLAY THE GAME
OF BUSINESS AND WE

SHOW YOU HOW TO
WIN”

Team Recurved

Recurved, Inc. (c) 2025 www.GetRecurved.com

KNIGHTS
Agile Employees

Knights can leap over obstacles, just
like your innovative employees who
bring breakthrough solutions and a
competitive edge. Nurture their
creativity.

PAWNS
Task Masters

Pawns are the day-to-day workers
who keep your business running
smoothly. They're your reliable task
masters. This could include your
customer service team, administrative
staff, or even your production line
workers.
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Customer Acquisition Cost (CAC)

Run Your Business Like
a Game of Chess

In chess, the Queen commands the board with unmatched power. In business, your
Customer Acquisition Cost (CAC) is your Queen; a vital metric that drives your
efficiency and sustainability. Understanding and mastering CAC is not just a
strategy; it's a necessity for informed decision-making that can make or break your
business.

This guide will teach you how to calculate, analyze, and optimize Customer
Acquisition Cost (CAC). It includes examples, strategies, and tools designed for
startups and businesses to flourish. By mastering your CAC, you'll unlock
exponential growth and inspire yourself to achieve new heights, whether you're a
beginner or looking to refine your existing strategy.

Recurved, Inc. (c) 2025 www.GetRecurved.co



http://www.getrecurved.com/

CAC is the total cost of acquiring a
new customer, including all marketing
and sales expenses over a specific
period. It's a critical indicator of how

efficiently you're growing your
customer base. It's a core part of your
business unit economics and one of
the most scrutinized growth metrics
by investors, CFOs, and GTM teams
alike.

A high CAC can erode profits, while a
low CAC fuels scalability and
maximizes your marketing ROI.

Why CAC is Important

Customer Acquisition Cost (CAC) is a critical metric for measuring the efficiency
of your growth strategy. It shows exactly how much you're spending to gain each
new customer, helping you evaluate the return on your sales and marketing
investments.

By Monitoring CAC, You Can:

@ Identify which channels deliver the best ROI.
& Optimize budgets and reduce wasted spend.

@& Align acquisition costs with customer lifetime value (CLTV) to ensure
profitability.

& Make smarter, data-driven decisions to scale your business sustainably.

Recurved, Inc. | www.getrecurved.com 09
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HOW TO
CALCULATE CAC?

Now that you understand what CAC is,
let’s look at how to calculate it.

The formula is straightforward and can
be applied to any business model.

Formula

(Sales Costs + Marketing Costs)
CAC * =

# of New Customers Acquired

* Always select a specific time frame - monthly [ quarterly | annually - when calculating CAC

Example

Marketing & Sales Spend
A local bakery spends $2,000 per

month on social media ads, printed ngl:-

flyers, and staff promotions (such as $21000
paying employees to hand out
samples). They acquire 40 new

customers.

New Customers
Their CAC is $2,000 + 40 = $50 per @
customer. This helps them evaluate if 40

their marketing efforts are
cost-effective.

@ CAC

NG A

$50

Recurved, Inc. (c) 2025 www.GetRecurved.com 10
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BREAKING DOWN CAC

COMPONENTS

To accurately calculate your CAC, you need to include all relevant expenses:

O1. Direct Costs

Advertising Spend

Required

All money spent on online adversiting
and paid ads (Google Ads, Facebook
Ads, LinkedIn Ads, X, Instagram etc.).

Software & Tools Required

Subscriptions for CRM, marketing &
sales automation, analytics platforms,
email marketing software, sales team
software tools, etc.

Marketing Team Salaries Optional

Expenses related to salaries and
benefits for your marketing staff
involved in acquisition and retention.

Costs for external marketing or sales
agencies.

Agency Fees

Event Costs

Expenses related to trade shows,
conferences, or promotional events
designed to acquire customers.

Sales Team Expenses Optional

Include salaries, commissions, and
bonuses for your sales team.

02. Indirect Costs (Overhead)

Shared Operational Optional

Expenses

A proportional share of rent, utilities,
and administrative costs if they are
directly attributable to marketing and
sales efforts.

Creative Development
Costs

Optional

Creative development costs (for
designers and copywriters) that are
specific to acquisition campaigns.

Often, experienced teams include both required and optional components in CAC
to get a fuller picture of a company's performance, enabling them to make smarter

business decisions.

Startups or those new to CAC should keep it simple: focus on the required
expenses first, then expand as you grow or become more experienced with

managing your CAC.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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Tracking CAC By Example

Channel An e-commerce company spends
$15,000 from Jan - Mar (Q1),
allocating $6,000 to Google Ads,

Forward-thinking businesses track $5,000 to Instagram, and $4,000 to
CAC by channel to see which email marketing, resulting in the
marketing efforts is the most

cost-effective.

acquisition of 300 customers.

Whether it's Google Ads, social media, Let's Calculate CAC by Channel:

referrals, or events, breaking CAC @ G le Ads:
down by channel highlights where 00gie Ads:
your budget works hardest. Spent $6,000 on Google Ads to

) acquire 120 new customer.
By comparing costs across channels,

you can identify your most efficient $6,000 120
acquisition paths and double down on Costs +Cust0mers —
them—ensuring smarter spend and

stronger growth.

@ Instagram:

Spent $5,000 on Instagram Ads to
acquire 150 new customer.

$5,000 . 150 _
Costs ° Customers

Get Your Free RECURVED

A LTV Anal
CAC&C nalyzer S

Spent $4,000 on Email campaign to
acquire 30 new customer.

Use our spreadsheet to track
expenses and customers by channel.
Over time, analyze trends to spot

high-performing channels. $4,000 30
?

Costs ° Customers
Download Free Analyzer

This reveals Instagram as the most
cost-effective channel, while email
needs optimization.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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Tracking CAC By
Individual Customer

Innovative companies are taking it a
step further by tracking CAC down to
each customer, so the initial
touchpoint to conversion can be
monitored through CRMs.

This is especially valuable for B2B or
premium consumer businesses, where
each lead signifies a major investment.

By carefully monitoring every
touchpoint and related cost (ad clicks,
sales calls, demos, content
downloads), you gain a detailed view
of acquisition efficiency. This allows
for smarter choices and more effective
marketing strategies.

The CAC metric is more than just a
metric; it's a strategic advantage. As a
CEO, you may not be crunching the
numbers, but understanding their
impact is crucial to the success of your
company.

In the business world, CAC is
paramount; its powerful influence can
revolutionize your strategy!

Master this metric, and you will secure
an undeniable advantage that your
competitors will completely miss.

Recurved, Inc. (c) 2025 www.GetRecurved.com

Example

é@ Customer 1:

Acquired via a LinkedIn ad ($20 click)
and three sales calls (total sales rep
time cost $50), for a CAC of $70.

$70

Linkedin + 3x sales CAC

Ad calls

é@ Customer 2:

Came through a referral (zero ad cost,
$10 referral bonus paid), for a CAC of
$10.

$10

Referral CAC

Bonus

Ad Cost

In this case, Customer 2 was clearly
more cost-effective.

When this occurs, you need to ask
yourself:

Is this repeatable?
Is this scalable?
What was unique about this result?

Should we spend more CAC dollars
on the channel or marketing
program that created Customer 2
versus Customer 1?7

How should we optimize our CAC $
spend with this new data?
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How Quickly You Recoup Costs

CAC is the This
tells you how long it takes to recoup
the cost of acquiring a new customer
from the revenue they generate.

Importance

A shorter payback period means you
become profitable on a customer
faster, freeing up capital to reinvest in
growth. This is especially critical for
subscription or recurring revenue
businesses.

Formula
. CAC
CAC Payback Period =
(Average Monthly B Average Monthly
Revenue Per Customer COGS Per Customer)
Example
$500 $150 $50
CAC Average Monthly Average Monthly COGS
Revenue Per Customer Per Customer)
$500
CLTV Payback Period= - 5 Months
($150 - $50)

NOTE: Your goal is to keep payback and CAC as low as possible.

Recurved, Inc. (c) 2025 www.GetRecurved.com 14
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CHAPTER 02

Making CAC Actionable

Recurve d, Inc. (c) 2025 www.GetRecurved.com
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BENCHMARKING
YOUR CAC

Compare your CAC to industry benchmarks to gauge efficiency.

$702 $536

SaaS Startups E-Commerce Businesses B2B Companies

(2025 Sources: First Page Sage, Opensend, Vena Solutions, HockeyStack, Rivo.io)

Example
A SaaS startup estimates its Customer Acquisition Cost (CAC) at $750.

As a startup, they lack experience in tracking, managing, and analyzing their CAC,
so they add a 50% buffer; their planned CAC rises to $1,125. Comparing this to the
SaaS industry benchmark of $702, the startup's CAC is currently higher. But it's
good to start with a conservative number and then adjust as actual data is
analyzed.

So always research specific CAC benchmarks for your industry. Then, based on
your business stage or experience with CAC, add a buffer:

Stage CAC Status Adjustment Rule
Startup Low Experience with CAC Add 50% above CAC
Growth Actual CAC data not mastered Add 25% above CAC
Expert Proven data below benchmark Use actual CAC

KEY NOTE: After setting your benchmarks and adjusting for your stage, be sure to document your
assumptions for calculating Customer Acquisition Cost (CAC). This is not only critical for future
reference but also for confidently explaining your methodology to investors, who will want to
understand details such as which costs were included or excluded.

Recurved, Inc. (c) 2025 www.GetRecurved.com 16
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6 WAYS TO
LOWER YOUR
CAC

Reducing CAC without
sacrificing quality is key.

Try These Strategies:

m Optimize m Boost
Campaigns Conversions

Use A/B testing to improve ad Simplify your website’s
performance (e.g., try different call-to-action, streamline your
headlines, images, calls to sales funnel, or improve landing
action). page experiences.

m Leverage Target
Organic Growth Smarter

Invest in SEO, content marketing Utilize data analytics to refine
(such as blogs, webinars, and your ideal customer profile and
valuable guides), and social media concentrate your marketing
presence to attract customers efforts on high-value segments
without direct advertising costs. that are more likely to convert.

Recurved, Inc. (c) 2025 www.GetRecurved.com 17
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m Automate m Leverage
Processes Referrals

Use CRM tools to automatically Encourage existing, satisfied

track accurate data for calculating customers to refer new ones

CAC, providing real-time insights through structured referral

and enabling quicker adjustments programs, which often yield

to CAC expenditure. low-cost-acquisition (CAC)
customers.

Example - Optimized Campaign

A coffee shop with a $20 CAC from Instagram ads tests a new ad campaign with a clearer
call-to-action but spends the same amount on advertising. The results reduced CAC to $15
and saving $600 monthly on CAC spend.

Old Ads New Ads
@ Customers Acquired / Month @ Customers Acquired / Month
120 Customer 120 Customer
Average CAC: Average CAC:
$20 $15
Q Monthly Cost: 0 Monthly Cost:
120 customers x $20 = $2,400 120 customers x $15 = $1,800

Monthly Savings = $2,400 - $1,800 = $600

So, the $600 savings comes from acquiring the same number of customers (120) at a
lower cost per acquisition. If the number of customers was different, the savings would
change accordingly.

Recurved, Inc. (c) 2025 www.GetRecurved.com 18
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COMMON CAC
MISTAKES TO AVOID

CAC
)
Don't let these

\ CO[\’\N\ONg comngzg pitfalls derail
1 your optimization

N\\ STA\<€ . & efforts:
/ £

m Not Including All Relevant Costs

Failing to account for all sales and marketing expenses (including salaries,
software, and indirect costs) will give you an artificially low and misleading
CAC.

As a startup or company with little CAC experience, consider starting with the
“required" data and then gradually including other costs. The more experience
you gain with CAC, the more you will desire to track more realistic CAC dollars
in order to gain deeper insight.

m Not Segmenting CAC by Channel

Lumping all costs together hides which channels are truly profitable and which
are bleeding money. Always break down your CAC by source.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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m Only Focusing on CAC and

Ignoring CLTV:
A low CAC is great, but if those customers don't generate enough lifetime
value, you're still losing money. Always analyze CAC in relation to CLTV.

Failing to Adjust CAC Benchmarks

Industry benchmarks are a guide, not a rule. Your specific business model,
target audience, and geographic location can significantly impact what a
"good" CAC looks like for you.

m Not Tracking Regularly

CAC isn't a set-it-and-forget-it metric. Markets change, channels evolve, and
your strategies require ongoing testing and adjustment.

Monitor CAC & CLTV as you would Revenue - it's that important.

m Not Having an In-house Expert

It's crucial to identify one or two individuals within your company who are
responsible for tracking Customer Acquisition Cost (CAC). Don't rely on your
outside marketing firm or assume that you can figure it out when the time
comes.

Just as you wouldn’t run a company without someone accountable for tracking
revenue, such as an accountant, you shouldn’t leave CAC management to
chance. Designate someone to be your company’s CAC expert, and you will be
ahead of your closest competitor!

Recurved, Inc. (c) 2025 www.GetRecurved.com
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Not Having a Cadence for Review

Assigning a team member to track key KPlIs like CAC and CLTV is a good first
step, but it's not enough. Without a regular review cadence involving all key
stakeholders—from the CEO to the heads of sales and marketing—you're
leaving valuable data on the table.

Don't waste your efforts by failing to act on insights. Review these metrics at
least monthly to ensure you're making data-driven decisions and staying
ahead of the competition.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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CHAPTER 03

Connecting CAC with CLTV

22
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WHATIS CUSTOMER LIFETIME VALUE
CUSTOMER

LIFETIME VALUE
(CLTV)?

Introduction

The Customer Lifetime Value (CLTV) represents how much each customer is
worth to your business over the course of their lifetime.

Customer Lifetime Value (CLTV) is a crucial metric that represents the total net
profit a business can expect to generate from a single customer throughout their
entire relationship. Instead of focusing on the immediate value of a single
transaction, CLTV provides a long-term view of a customer's worth.

This metric is essential for businesses because it helps determine how much they
can reasonably spend to acquire a new customer (Customer Acquisition Cost or
CAC) and guides decisions on customer retention and loyalty programs.

By understanding the CLTV, companies can shift their focus from short-term profits
to building healthy, lasting customer relationships that drive sustainable growth.

KEY NOTE: You'll often see the acronyms CLTV and LTV used interchangeably. Both stand
for Customer Lifetime Value. For consistency, this document will exclusively use the formal
acronym, CLTV.

Recurved, Inc. (c) 2025 www.GetRecurved.com 23
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WAYS TO
CALCULATE CLTV

Getting Your Data

First, just like CAC, to ensure your CLTV calculations are accurate and useful,
follow these best practices:

» Data Collection: Regularly collect the necessary data points, such as customer
purchase history, average order value, and customer retention rate.

» Assign Ownership: Assign a team member to be responsible for tracking and
analyzing this data as a core part of their job

e Establish a Cadence: Make reviewing CLTV a regular part of your company's
business reviews. A monthly review is a good minimum to start with.

Regularly tracking and analyzing CLTV allows you to make more informed decisions
about marketing spend, customer acquisition strategies, and customer retention
efforts.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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Methods for Calculating
Customer Lifetime Value (CLTV)

There are several ways to calculate Customer Lifetime Value (CLTV), and the best
method for your business depends on its specific model. It's crucial to select the
one that most accurately reflects your company's value from a customer.

1. Revenue-Based CLTV

The revenue-based method is the simplest way to calculate CLTV. It focuses on
the total revenue a customer is expected to generate over their lifetime with your
business. This method is straightforward and gives you a clear picture of the total
money flowing in from a customer, but it doesn't account for your costs.

2. Gross Margin-Based CLTV

Considered a more advanced approach, the gross margin-based method calculates
CLTV based on the profit you can expect from a customer. By factoring in the costs
to acquire and serve the customer, this formula provides a more accurate view of a
customer's true value to your business.

Next, we'll dive deeper into each method, explaining how to perform the
calculations and when to apply them.

GET THE FREE RECURVED
CAC & CLTV ANALYZER

Struggling to pin down your true Customer Acquisition Cost? Without clarity, you
risk wasted spend, missed growth targets, and leaving your competition
unchecked. Don't let hidden CAC kill your margins or scare off investors.

Download Free Analyzer

Recurved, Inc. (c) 2025 www.GetRecurved.com
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Selling Products Only

(One-time purchases with repeat
customers)

Revenue is generated by selling
products (e.g. shoes, coffee, services).
Not all customers come back and buy
again.

Formula:

CLTV =Average Purchase Value x Purchase Frequency x Average Customer Lifespan

This works because it's based on customer behavior and buying patterns. You
need to analyze your sales data to determine:

4 N\ o N [ )
.| il g
 _—
Average Purchase Average Purchase Average Customer
Frequency: Value: Lifespan:
The average amount of How often a customer The average number of
money spent per order. places an order. For years or months a
product businesses, this customer continues to buy
can be weekly, monthly, from you. This is often an
or even yearly, depending estimate based on your
on the type of product. customer churn rate.
- O\ N\ J

Recurved, Inc. (c) 2025 www.GetRecurved.com 26
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1. Revenue Based CLTV: For Product Businesses

Example

Suppose you run a small coffee shop. Here’s the critical data that need to be
collected & how to calculate CLTV:

o Calculate Average Purchase Value
The average purchase value per visitis $5.

Formula:
# of orders / # of customers for a given time period. Then average all results.

Calculate Average Purchase Frequency

e— Average Annual

= 2 Visits per week x 52 weeks = 102 Times
Purchase Frequency

Formula:
# of times each unique customer buys coffee in a week x 52 weeks

e Calculate Average Customer Lifespan
The average customer lifespan is given as. 3 years
Formula:

Review length of time each customer has been a customer in months
Divide by 12, Then take the average.

0 Calculate the CLTV
Plugging the values into the CLTV formula: $5 x 104 x 3 =  &1,560

Formula:
Average purchase price $5 x Average purchase frequency 2 x Average
customer lifespan 3 = $1,560

So, each customer is expected to generate about $1,560 in revenue over their
lifetime.

For this method, it's about the total revenue a customer is expected to bring over
their relationship with your business.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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1. Revenue-Based CLTV: For Subscription Businesses

Selling Subscriptions Only

The core concept remains the same,
but the calculation for a subscription
business is often simpler because
purchase frequency is already
integrated into the business model.
Therefore, while it is mathematically
equivalent to the basic formula, it's
typically expressed in a slightly
different way.

Formula:

Average Revenue Per User (ARPU)

CLTV =
Churn Rate%

Understanding the Components

e Average Revenue Per User (ARPU): The average amount of money you make
from each active customer over a specific period (e.g., a month or year).

e Churn Rate: The percentage of customers who stop doing business with your
company over a given period. A higher churn rate means you are losing
customers faster. For example, if you have 100 customers and lose 5in a
month, your monthly churn rate is 5%

This formula works beautifully because it directly links your recurring revenue to
how long a customer stays with you.

Recurved, Inc. (c) 2025 www.GetRecurved.com



http://www.getrecurved.com/

Average Revenue Per User (ARPU)

Average Revenue Per User (ARPU) is a key financial metric used to measure the
average amount of revenue generated from a single user or customer over a
specific period of time.

Formula:

Total Revenue
ARPU =

Total Number of Users

Here's a step-by-step breakdown of how to calculate it:

1.Define the Time Period: The first step is to choose a specific time frame for
your calculation. This could be monthly, quarterly, or annually. The most
common period for subscription businesses is a month, as it aligns with monthly
recurring revenue (MRR).

2.Determine Total Revenue: Collect all revenue generated during the specified
period.

3.Count the Number of Users: This is the total number of active users during the
same period. It's crucial to have a clear and consistent definition of what
constitutes an "active user” (e.g. paying customers)

4.Perform the Calculation: Divide the total revenue from step 2 by the total
number of users from step 3.

Example Calculation:

Let's say a mobile app business wants to calculate its monthly ARPU for June.
e Total Revenue in June: $50,000
e Total Active Users in June: 10,000
e ARPU = $50,000/10,000 = $5

$50,000 10,000
Total Revenue Total Active Users in June
$50,000
ARPU= = $5
10,000

This means that, on average, each user generated $5 in revenue for the company
during the month of June.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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Why ARPU is Important:

ARPU is a powerful metric because it helps you:

Evaluate Your Pricing Strategy: A changing ARPU can indicate whether your
pricing tiers, bundles, or promotional offers are working.

Measure User Monetization: It shows how effectively you are generating
revenue from your user base.

Benchmark Against Competitors: Comparing your ARPU to industry averages
can give you a sense of where you stand.

Calculate Customer Lifetime Value (CLTV): ARPU is a core component of the
CLTV formula, which helps you understand the long-term value of a customer.

Churn Rate %

There are two ways to calculate churn rate.

A. Customer Churn Rate %

This is the most common method, and it focuses on the number of customers
you've lost.

Formula:

# of Customers Lost in a Period

Customer Churn Rate = x 100

# of Customers at the Start of the Period

Step-by-Step Calculation:

1.Define a Time Period:

a.Choose a consistent time frame for your calculation (e.g., monthly,
quarterly, or annually). Monthly is the most common for high-growth
startups and subscription businesses.

2.Count Your Customers at the Beginning:

a.Determine the total number of customers you had at the very start of the
chosen period.

3.Count Lost Customers:

a.Count the number of customers who canceled, unsubscribed, or otherwise
stopped being a customer during that same period. Crucially, do not include
any new customers you acquired during this time period. The formula is
about the customers you started with and how many of them you retained.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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4.Perform the Calculation:
a.Divide the number of lost customers by the number of customers you had at
the beginning. Multiply the result by 100 to get a percentage.

Example:

For example let’s calculate Customer Churn Rate for the month of October based
on the following:

Month of October 500 25
: . Customers lost durin
Time Period Customers on October 1st e taloer g
25
Customer Churn Rate= x100 = 5%
500

This means your business had a 5% churn rate for the month of October.

B. Revenue Churn Rate %

This method is often considered more insightful for businesses with tiered pricing
or a mix of high- and low-value customers. It measures the amount of recurring
revenue you lost.

Formula:

Lost Revenue in a Period
Revenue Churn Rate = x 100
Total Revenue at the Start of the Period

Why Revenue Churn is Important:

Imagine you have two customers who churned: a high-paying enterprise client and
a low-paying individual user. Customer churn would count both as "one." Still,
revenue churn would accurately reflect the much greater loss from the enterprise
client It's a more accurate way to understand the financial impact of customer loss,
especially if you have a variety of pricing plans, upsells, or downgrades.

Note: The definition of churn can vary slightly depending on the business and its
specific model. Always be consistent with your chosen method to ensure your data
is comparable over time.
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Example:

$20 2% 50 Months
ARPU Churn Rate Average Customer Lifespan

CLTV= $20x50 = $1,000

In both cases, whether you're selling products or subscriptions, the goal of the
CLTV calculation is to understand the long-term value of your customers and to
ensure that the cost of acquiring a new customer is less than the value they will
bring to your business.

GET THE FREE RECURVED
CAC & CLTV ANALYZER

Struggling to pin down your true Customer Acquisition Cost? Without clarity, you
risk wasted spend, missed growth targets, and leaving your competition
unchecked. Don't let hidden CAC kill your margins or scare off investors.

Download Free Analyzer
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1. Revenue-Based For a Blended Business

Selling both products &
subscriptions

For businesses with both products and
subscriptions, calculating CLTV can be
tricky since you must factor in both
revenue streams. The best approach is
to segment customers and use a
blended or weighted average. Here's
how to do it:

The Core Principle: A Blended Approach

You cannot use a single, simple formula for all your customers because their
purchasing behavior is fundamentally different. Instead, you need to:

e Segment your customers: Divide your customer base into at least two groups:
o Product-Only Customers: Those who only make one-time purchases.
o Subscription Customers: Those who have an active subscription, even if
they also make one-time purchases.
e Calculate CLTV for each segment separately: Use the most appropriate
formula for each group.
e Combine the results: Use a weighted average to get a total CLTV for your
entire business.

Combining the CLTVs for a Full Business View

Once you have the CLTV for each segment, you can calculate a blended CLTV that
represents your entire customer base. This is a weighted average based on the
number of customers in each segment.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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Formula

(Prod CLTV x Prod’s Customers) + (Subs CLTV x Sub’s Customers)

CLTV blended=
Total Customers

Example:

For example, imagine a business that sells both products and subscriptions: it has
8,000 product-only customers with a CLTV of $500 each, and 2,000 subscription
customers with a CLTV of $1,200 each—10,000 customers in total.

$500 $1,200 10,000

Products CLTV Subscriptions CLTV Total Customers

($500 x 8,000) + ($1,200 x 2,000)

CLTV blended= = $640
10,000

In this example, the blended CLTV for your entire business is $640.

This approach gives you a much more accurate and actionable number than trying
to use a single formula for all your customers. It helps you understand the value of
each customer segment and make better decisions about marketing, sales, and
product strategy.

Using a Revenue-Based approach is a solid starting point, but it only shows
revenue, not profit. And that’s a problem.
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Using Gross Margin To Calculate
CLTV

While a basic revenue-based CLTV can
offer a quick estimate, a gross margin-
based CLTV delivers a much more
precise and valuable understanding of
a customer's true profitability.

The main idea is that you should focus
on the profit you keep after
subtracting the direct costs of
providing your products or services,
rather than just the total revenue a
customer generates.

The "Why?": Revenue vs. Gross Margin

Revenue-based CLTV: This formula tells you the total money that passes through
your business from a customer, based on their lifetime value. It's often inflated and
can be misleading, as it doesn't account for your cost of goods sold (COGS) or the
cost of serving the customer. A high revenue-based CLTV might hide a low-profit

business.

Gross Margin-based CLTV: This formula reveals the actual profit you can expect
from a customer. It represents the money remaining after covering all your
operating expenses—such as marketing, sales, rent, salaries, and more—which is
ultimately available for generating net profit. Understanding this number is crucial
for making informed decisions about how much you can afford to spend to acquire
a customer.

When to Use Gross Margin

You should always use gross margin in your CLTV calculation, regardless of your
business model, if you want to understand the true profitability of your customer
relationships. The only difference is how you factor it into the formula.

Here is a breakdown of when and how to use gross margin for both product and
subscription-based businesses.
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2. Gross Margin-Based CLTV: For Product Business

Selling Products Only

(One-time purchases with repeat
customers)

For businesses that sell physical

or digital products, you factor in
gross margin by calculating the
profit from each sale.

Formula

CLTV = (APV) x (Gross Margin %) x (APF) x (ACL)

e Average Purchase Value(APV): The average revenue per transaction.
e Gross Margin %: The percentage of revenue you keep after subtracting the
Cost of Goods Sold (COGS).

For example, if a product sells for $100 and costs $40 to produce, your gross
margin is $60, and your gross margin percentage is 60%.
Gross Margin%=Revenue(Revenue-COGS)

e Average Purchase Frequency (APF): How often a customer makes a purchase.
e Average Customer Lifespan(ACL): How long a customer continues to buy from
you.

By including the gross margin, you are calculating the "Gross Profit per Customer"
rather than the "Revenue per Customer," which is a far more accurate metric for
profitability analysis.
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2. Gross Margin-Based CLTV: For Subscription Business

Selling Subscriptions Only

In the subscription world, the
concept is the same, but the formula
is often expressed in terms of
average revenue and churn. You
factor in the gross margin to
determine the profit from the
recurring revenue.

Formula

Churn Rate

CLTV =
(Average Revenue Per User) x (Gross Margin%)

* Average Revenue Per User (ARPU): The average monthly or annual revenue
you get from a single subscriber.

* Gross Margin %: The percentage of subscription revenue you keep after
deducting the direct costs of servicing that customer. This can include hosting
costs, customer support, and third-party software licenses.

e Churn Rate: The rate at which subscribers cancel their subscription.

The numerator of this formula, (ARPU x Gross Margin%), gives you the average
gross profit per user per month.

When you divide this by the churn rate, you are effectively projecting that monthly
profit out over the average customer lifespan.
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.. 2.Gross Margin-Based CLTV: For A Blended Business

Selling both products &
subscriptions

Same as in Revenue-Based CLTV, you
can apply a “blended” average approach
if your business combines both products
& subscriptions. For more details, refer
back to the section on Revenue-Based
CLTV for a blended business.

Summary

Business Type Formula Approach Why it's Important

This formula calculates the total amount of
money that flows through your business from a
customer. However, it can be misleading
because it doesn't take into account the cost of

Revenue-based goods sold (COGS) or the expenses associated
with serving the customer. A high revenue-
based customer lifetime value (CLTV) may
obscure the fact that the business is not very
profitable.

Product-Based Or
Subscription-Based

Ensures your Customer Lifetime Value (CLTV)
reflects real profitability, not just total sales
volume. A business with high volume but low
margins will have a more realistic CLTV.

Product-Based Gross Margin-based

This is crucial for SaaS and other recurring
models because it accounts for the costs of
providing the service, which can be significant,
especially at scale.

Subscription-Based Gross Margin-based

KEY NOTE: Ultimately, a CLTV calculation that doesn't use gross margin is a dangerous
metric for making strategic decisions, particularly regarding your CLTV:CAC ratio (which
you will learn about next). It could lead you to overspend on customer acquisition, making
you believe you are more profitable than you actually are.

Recurved, Inc. (c) 2025 www.GetRecurved.com 38



http://www.getrecurved.com/

WHAT MAKES
CLTV GO UP?

CLTV doesn’t appear out of nowhere.
It gets built through smart decisions
across product, retention, and pricing.

The biggest levers are:

4 Y4 Y4 Y4 )
fg 111 L (N
% \i7 (o)
Retention: Upsells and Usage and Subscription
expansions: stickiness: mechanics:
The longer they More products, The more value Predictable
stay, the more higher tiers, customers get, revenue and
they’re worth. added features. the longer they lower churn.
stay.
g AN AN AN J

If you want a better CLTV to CAC ratio, you can either lower CAC, or grow CLTV by
building something customers stick with, spend more on, and stay loyal to.

Retention, upsells, and product stickiness are the biggest levers for improving

CLTV.
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CLTV:CAC RATIO

Why It Matters

To drive business success, you need
to answer the most important question
in business:

Are your customers actually
profitable?

A CLTV to CAC ratio shows how well
your business converts marketing and
sales spend into long-term value. And
all you have to do is divide both
metrics by two.

CLTV to CAC Ratio

The key to understanding the ratio is
to understand what it means for your
business. Here's how to read it:

Ratio What It Means

1 <11 Losing money per customer
Bare minimum for
2 2:1 . -
sustainability
3 3 Healthy ratio that allows for
’ profitability and growth
51 or Indicates an opportunity to
y increase marketing and sales
higher

spend to accelerate growth
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In most cases, low CLTV indicates
either unsustainably high CAC or poor
retention driving low CLTV. If your
CLTV to CAC ratio is less than 1, you're
spending more to acquire customers
than they'll bring in.

It's a common mistake many early-
stage startups make, especially those
with high burn rates and poor
conversion funnels. This often shows
up as large spending on paid
advertising that doesn’t create lasting
customer relationships.

Also, these startups may struggle with
short customer lifespans, which can
increase their financial pressure.
Without a good plan to nurture and
keep customers, they risk using up
their resources without real growth or
stability.

The ratio indicates that your model is
burning cash without adding value.
You must make a fix as soon as
possible.

CLTV to CAC ratios below 1 indicate
that you are burning cash without
creating value.
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2 CLTV to CAC Ratio = 2:1
Barely Sustainable

A 2:1 ratio means you're getting $2
back for every $1 you spend to acquire
a customer. Technically, you're not
losing money, but you are not safe
either.

This level might be tolerable in the
short term if you're optimizing or
ramping new channels, but it's not
where you want to stay.

An eCommerce brand with a $50 CAC
and $100 CLTV will probably be okay.
But the moment ad costs rise or repeat
purchases dip, things could get ugly.

3 CLTV to CAC Ratio = 3:1
The Sweet Spot

This is the benchmark most VCs and
CFOs look for. A CLTV to CAC ratio of
3:1 means your model is working.
You're acquiring customers at a cost
that’s justified by the value they bring.
It signals healthy unit economics, with
enough margin to reinvest in growth
while staying capital-efficient. Most
SaaS companies aim for this as their
baseline target.
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4, CLTV to CAC Ratio > 5:1
Room to Grow Faster

At first glance, a 5:1 ratio sounds
amazing, and in some cases, it is. But it
could also mean you're under-
spending on acquisition. If every
customer brings in 5x what they cost,
you may be leaving growth on the
table.

Example:

A B2B SaaS firm with long-term
contracts, low churn, and almost no
paid marketing. Their CLTV to CAC
ratio reaches 7:1. That's excellent. But
if the market opportunity is large, they
might want to reinvest more
aggressively and aim closer to a 3:1
ratio while expanding.



http://www.getrecurved.com/

FIRST-TIME CUSTOMER

PROFITABILITY:

A Non-Negotiable Standard

Why is this important?

Sustainable Growth:

When you're profitable from the first
sale, every new customer adds to your
bottom line. You're not relying on
future purchases to cover your initial
losses. This creates a healthy, self-
sustaining growth model.

A Strong Financial Foundation:

A business that consistently achieves
First-Time Customer Profitability has a
more stable cash flow. This allows you
to invest in better products, enhance
customer service, and scale your
operations with confidence.

Recurved, Inc. (c) 2025 www.GetRecurved.com

What is First-Time
Customer Profitability?

It's a straightforward concept:

the revenue you generate from a
customer's first purchase must exceed
the cost of acquiring that customer.
This includes all marketing, sales, and
administrative costs directly associated
with bringing them on board.

This metric isn't about making a huge
profit on day one. It's about ensuring
that every new customer acquisition is
a positive investment, not a loss.

Increased Customer Lifetime Value
(CLTV):

While CLTV is crucial, it's not the whole
story. A focus on first-time profitability
forces you to be more efficient and
strategic with your acquisition efforts.
This often leads to acquiring higher-
quality customers who are more likely
to have a higher CLTV in the long run.

Don't let the pursuit of new customers
blind you to the health of your
business. By making First-Time
Customer Profitability a non-
negotiable standard, you're making a
conscious decision to build a stronger,
more resilient company for the future.
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Profitability of Customers Over Time

»
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A common benchmark across industries shows that in early-stage companies,
about 20% of customers are not profitable—meaning the cost to acquire and serve
them exceeds the revenue they bring in. This is often due to experimenting with
marketing channels, product-market fit, or pricing strategies.

During the growth phase, approximately 60% of businesses achieve profitability
after refining their customer acquisition channels and driving growth. As these
companies mature, around 20% of their customers transition into a highly profitable
segment, providing strong returns and becoming loyal brand advocates.

Understanding this distribution helps businesses fine-tune their acquisition
strategies, target high-ROI segments, and enhance retention efforts. By tracking
CAC and CLTV together (which you will learn in the coming section), companies
can make better decisions about scaling, budgeting, and long-term growth.
Whether you're just starting or aiming to boost efficiency, monitoring these metrics
closely is essential for building a sustainable and profitable business.
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CHAPTER 04

CAC as a Strategic Tool
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CAC informs critical decisions:;

O1. Budget Allocation

Invest in higher-performing CAC
channels, which usually have lower
CACs

Example
BloomBites Magic (B2C snack box startup)

CAC Results | % of CAC $ spend budget:

(0) Instagram Ads: G Google Ads:

$35 | 20% of budget $58 | 20% of budget
) Email Retargeting: Overall CAC:

$120 | 60% of budget $63

Quickly they reallocated 30% of their budget from email to Instagram and Google,
reducing overall CAC from $63 to in 2 months and gaining more
customers.

New CAC = $48
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02. Sales & Strategic
Partnership
Opportunities

Pursue deals where CAC is below your
target. If above, investigate why.

Example
BloomBites Magic (D2C snack box startup)

CAC Results | Strategic Channel Decisions:

Wholesale Partner: X B2B Corporate Deal:

$25 CAC | Below $50 target $110 CAC | Poor payback
& long sales cycle

The company landed an initial contract with a wholesale partner, not just for
the increased exposure, but because the numbers made a compelling case.
They calculated a customer acquisition cost (CAC) of just $25 through this
partnership—nhalf their current average. Recognizing the immense potential,
they quickly redirected part of their sales team to grow this new channel.

X At the same time, they also turned down a B2B corporate deal after calculating
its customer acquisition cost (CAC) at $110, which was well above their current
average. The long sales cycle and poor payback potential of the deal also
contributed to their decision.

Assessing CAC by channel helps teams make quick decisions, but it's also
important to consider how those costs affect each channel’s long-term
profitability or customer value.

KEY NOTE: They simply focused on customer acquisition cost (CAC) to quickly identify
right partnership opportunity. This initial analysis was done even before they considered
the long-term profitability of this partnership, or Customer Lifetime Value (CLTV), which
will be covered in later chapters.
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03. Profitability for
First-Time
Customers

Calculate your actual profit for every
first-time customer.

Use this formula to calculate the actual profit for every first-time customer, A
negative result signals losses per customer.

Formula

Actual Profit = Price - Cost of Goods Sold (COGS) - CAC

Example
BloomBites Magic (B2C snack box startup)

CAC Profitability Calculation (Instagram):

@ First-Time Order Value: 0 COGS:
$40 $12

CAC:
$35

Profitability = $40 - $12 - $35 =

BloomBites was losing $7 per first-time customer from Instagram. They responded
by introducing higher-value bundles, launching a referral program, and refining
their ad targeting to improve profitability.
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04. CEO Key Metric

One of the key metrics a CEO should
always know and pay attention to is
Customer Acquisition Cost (CAC).

While your Chief Marketing Officer (CMO) and marketing team will meticulously
track and manage a myriad of lower-level online marketing metrics—like Cost Per
Acquisition (CPA), Cost Per Result (CPR), Return On Ad Spend (ROAS), and all the
granular data within Google Analytics.

The CEO's role is to evaluate the marketing team's effectiveness based on CAC
and fully understand its business impact. This approach enables quicker, better
decision-making for the company.

By focusing on CAC—whether overall, broken down by specific marketing channels,
individual products, or even different subscription tiers—you can make high-level,
informed decisions on where to invest your resources and refine your growth
strategies. Let your marketing experts dive into the weeds; your job is to assess
their performance by the cost of acquiring each valuable customer.

So always keep Customer Acquisition Cost (CAC) as a top-tier Key Performance
Indicator (KPI) to effectively manage your business's growth. By regularly tracking
and analyzing your CAC, you can make swift, data-driven decisions.

When assessing a new partnership or marketing channel, prioritize it if it shows
strong potential to reduce your current CAC. If it doesn't, quickly identify the reason
and shift your focus to more promising opportunities.

This straightforward, strategic approach will save significant time and resources,
ensuring you're always investing in the most profitable ventures.

Recurved, Inc. (c) 2025 www.GetRecurved.com
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Example

BloomBites Magic (D2C snack box startup)

CEO Decision-Making Based on CAC Insights

Current CAC Results:

(0) Instagram Ads:
$35 CAC

Subscription Box:
$42 CAC

Scenario 1: Testing a New Industry

Opportunity:

Entering the health supplements
market via influencer partnerships and
niche ad platforms.

Estimated CAC for new channel:
$72 (50% higher than current average)

The CEO sees potential in breaking
into the health supplements space, but
the team hasn't yet proven they can
bring CAC down to match or beat the
current $48 average. So instead of
greenlighting the full expansion plan,
he approves a limited budget for
marketing and sales testing.

He sets a clear milestone: if CAC drops
below $50 within the next quarter,
they’ll scale up. If not, they’ll pivot or
pause.

Recurved, Inc. (c) 2025 www.GetRecurved.com

G Google Ads:
$58 CAC

Overall:
$48 CAC

Scenario 2: Strategic Partner Pitch

Opportunity:

A potential partner claims they can
bring in thousands of new customers
through bundled promotions and
cross-selling.

Estimated CAC from partner’s model:
$67 (40% higher than current CAC)

During the meeting, the CEO quickly
calculates that the partner’s approach
would raise CAC by 40% from $48 to
$67. While the pitch sounds exciting,
he knows that profitability would take
a hit. Without a clear path to reducing
CAC or increasing customer lifetime
value (CLTV), he respectfully declines
the offer, choosing to protect the
company’s margins and focus on
proven acquisition channels.
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Spreadsheets

Use Google Sheets or Excel to log
expenses and customers by
channel. They're a great starting
point for smaller businesses.

\_ J
4 N
CRM Software

Tools like HubSpot or Salesforce
are essential for tracking customer
acquisition data, managing leads,
and automating sales processes.

- J
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Analytics Platforms

Tools like Google Analytics,
Mixpanel, or Amplitude, provide
deep insights into website traffic,
user behaviour, and channel
performance.

-

[

Recurved

Use Recurved to build a growth
plan that tracks CAC, sets targets,
and ensures scalable profitability
by flagging overruns and
suggesting budget adjustments.

-

J
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The landscape of customer
acquisition is constantly
evolving. Keep an eye on
these trends:

Increased Privacy and Data
Regulations

Cookies have traditionally been a key
tool for tracking customer acquisition
costs (CAC), as they allow businesses
to monitor user behavior across
websites.

However, with their deprecation and
stricter privacy regulations, companies
can no longer depend on third-party
data to gather insights. Instead, they
must focus on first-party data, which
is collected directly from customers
through interactions like website visits,
online purchases, or email sign-ups.

This approach not only ensures
compliance with privacy laws but also
builds stronger, more transparent
relationships with customers, as it
relies on data shared willingly by
users.
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Al in Ad Optimization

Artificial Intelligence (Al) will continue
to play a larger role in optimizing ad
spend, targeting, and creative,
potentially leading to more efficient
CACs for those who leverage it
effectively.

Rise of Community-Led
Growth

Building strong communities around
your brand can significantly reduce
CAC by fostering organic advocacy,
referrals, and direct engagement.

This will also help differentiate yourself
if you are competing in a crowded
space or industry
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Creator Economy & Influencer
Marketing Evolution

Performance-based partnerships align
influencer compensation with
measurable outcomes, such as
customer acquisition costs (CAC),
ensuring brands get a clear return on
investment.

This shift reflects the growing demand
for accountability in influencer
marketing, where brands aim to
optimize their spending by directly
linking influencer efforts to tangible
results.

As the creator economy evolves, these
partnerships incentivize influencers to
focus on strategies that drive
conversions rather than just visibility,
fostering a more results-oriented
ecosystem.

Recurved, Inc. (c) 2025 www.GetRecurved.com

Hire Experts

Partnering with marketing
professionals or agencies who have a
deep understanding of Google
Analytics and other low-level metrics
ensures that they can interpret
complex data accurately.

This expertise allows them to develop
effective strategies that directly
impact Customer Acquisition Cost
(CAC) and profitability.

Their proven track record
demonstrates their ability to optimize
campaigns and drive results, which is
crucial for businesses looking to
improve efficiency and profitability.
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Tip:

Your Free CAC and CLTV Calculator

You've learned that Customer Acquisition Cost (CAC) is your most powerful piece
on the business chessboard. She is your Queen!
To help you master this metric, we've created a FREE Google Sheet template.

This easy-to-use tool will help you:

Calculate CAC by product, subscription, or marketing channel.
Benchmark your results against industry data.

Determine Customer Lifetime Value (CLTV) using the method that best fits

your business.

Automatically calculate your CLTV: CAC ratio and Payback Period.

Visualize your data with clear, actionable graphs.

GET THE FREE RECURVED

CAC & CLTV ANALYZER

Take the guesswork out of CAC and CLTV.

Download our free Analyzer template to calculate your metrics with clarity and

confidence—so you can focus on scaling smarter.

Download Free Analyzer

Screenshot from the FREE Template showing the CAC being calculated

2. CAC Galculations
A CAC Costs
Google Pald Ad Spend $1,000.00 $2,989.00 $857.00 3750.00
Agency Fees $500.00 $6,613.25 51,250.35 $650.00
CHM Monthly Fee $40.00 $40.00 40,00 S40.00
Emall Marketing £125.00 511135 S165.00 511010
O g fow if needed
CAC Total $1,665.00 $9,753.60 §2,352.35 $1,550.10 $0.00 30,00 $0.00
Date 10/2025 11 /2025 12 f2025 01 /2026 02 /2026 03 f2026 04 /2026
Overall Average - CAC Costs
| $3,830.26 |
B. Number of NEW Customers 73 63 a1 B7
C. CAC 5 per New Customer $22.20 $154.82 $29.04 $17.82 $0.00 50,00 $0.00
Ineregse/Decrease 3> — 597% =8i% =30%
T
Becrease = gaod

Overall Avedage - CAC §

| $55.97
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CHAPTER 05

Case Studies: Learning from
Others
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Case Study 1:

The Product Bloat Trap — How One Founder Turned CAC Chaos Into

Capital Efficiency

@ Industry: Beauty and Skincare

Team Size: 5 full-time employees
and 10 contractors

o9
)

& Business Stage: Pre-Series A

A Toronto-based direct-to-consumer
(DTC) skincare brand launched with
over 50 product SKUs and no central
marketing strategy. Spending
$40,000 a month on ads, they only
acquired 50 new customers, leading to
a staggering Customer Acquisition
Cost (CAC) of $800. With an average
first-time order of $120 and Cost of
Goods Sold (COGS) of $40, they were
losing $720 per customer on Day 1.

Compounding this issue, nearly 35 of
those 50 new customers were not
profitable from their very first
purchase.

For example, if a customer's first order
was only $80 (with $25 COGS), the
brand still incurred the full $800 CAC,
resulting in a loss of $745 on that
single transaction.

Burn rate spiked, and investors
walked away.
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BEAUTY &

SKINCARE

The Turnaround:

The founder drastically cut their
product line to 12 bestsellers, brought
marketing in-house, and revamped
pricing to raise AOV to $160.

Outcome:

CAC dropped from $800 to $46. Profit
per first-time customer turned
positive: $160 (AOV) - $40 (COGS) -
$46 (CAC) = $74 profit.

Their fundraising need shrank from
$2.5M to $550K, attracting new
investor interest.

If your AOV < COGS + CAC, you're not
building a business—you’re funding a

loss machine: Cut, focus, and re-align.
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Case Study 2:

The Focused E-Commerce Brand That Nailed CAC

F-COMMERGE

Problem:

Lack of CAC Visibility = Wasted
Spend

This e-commerce brand offered 10
premium, eco-friendly personal care
products.

Early growth came from founder-led
Instagram efforts and influencer
gifting.

Still, CAC fluctuated wildly between
$70 and $180; they had no single
owner tracking spend-to-customer
efficiency, and LTV was strong (~$200
over 12 months), but profitability was
inconsistent.

Investors showed interest but
hesitated due to the unclear path to
sustainable unit economics.
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i Industry: Sustainable Personal
Care

22 Team Size: 5 full-time employees

2 Business Stage: Post-revenue,
pre-Series A

Solution:

Assigning CAC Ownership +
Focused Channel Strategy

The founder designated one team
member to manage and improve CAC
reporting.

They unified marketing data from paid,
organic, and referral channels,
eliminated underperforming spend
(specifically on Facebook retargeting),
and reinvested in targeted LinkedIn
ads aimed at sustainability-minded
professionals, along with long-term
SEO efforts focused on “plastic-free
routines” and “refillable hygiene kits.”

They set a hard CAC ceiling of $60
and tracked the channel-specific ROI
every week by all key stakeholders
(e.g., CEO, CFO, CMO, COO, and
heads of sales and marketing).
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Result:
Repeatable Growth + Investor Confidence

Within 90 days, CAC stabilized at $50 per customer.

Customer acquisition grew 25% MoM, while spend remained constant. They
achieved a 4:1 LTV-to-CAC ratio, signaling healthy margins.

These metrics were featured in their investor updates, helping them secure a
$750K bridge round on favorable terms.

Lesson:

You don’t need a large team—just clear ownership, data discipline, and
focused spend. When CAC is managed like a KPI, profitability follows.
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Case Study 3:
The Efficient Gym That Used CAC Discipline to Scale

& Industry: Fitness / Local
Services

9 Location: Bloomington,
Minnesota

= Business Stage: Bootstrapped,
profitable

Problem:
High Churn, Low Margins, and Unclear Growth Path

A locally owned gym had all the essential fundamentals: strong word of mouth, a
passionate staff, and high-quality equipment.

But after 18 months in operation, growth plateaued due to over-reliance on foot
traffic and one-time promos. Customer acquisition channels were fragmented, with
no tracking of CAC, and the average membership duration was under 5 months,
making CLTV unclear.

Expansion plans were on hold because of uncertain financial sustainability. The
founder knew growth was possible, but only if it was predictable and manageable.

Solution:
Data-Driven CAC Strategy + CLTV Expansion

1. Tracked CAC for the First Time: Dedicated $5,000 toward local social media
ads targeting New Year fitness resolutions and a referral program that
rewarded current members with discounts for each new signup.

This resulted in 100 new paying members, with a
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2. Boosted CLTV with Loyalty-Driven Retention: Introduced a tiered
membership loyalty program, offering discounts for pre-paid 6- or 12-month
commitments and monthly “bring a friend” passes to create habit loops.

This extended average membership tenure to 12+ months and increased LTV to
$600 per member (a 12:1 CLTV: CAC ratio).

Result:
Profitable Growth + Expansion

Monthly revenue increased (+28%) in 3 months. Customer churn decreased by
(-34%). Referrals drove 30% of new sign-ups organically. With solid CAC: LTV
economics, they secured a low-interest business loan and opened a second
location six months later, already breaking even by month four.

Lesson:

CAC isn't just for tech. When even a local gym treats CAC like a core KPI, it
unlocks strategic clarity and scalable growth
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Case Study 4:

DTC Apparel Brand Shifts from Influencer Sponsorships to Affiliate
Partnerships

Y

Context:

A direct-to-consumer (DTC) apparel
startup was spending $20,000/month
on influencer sponsorships across
Instagram and YouTube. CAC from
influencer content averaged $260,
above their $120 target.
Influencer-driven traffic was high, but
conversions were low and
unpredictable.

Decision:

They tested an affiliate marketing program with 10 niche content creators who
were paid only per sale. Within 6 weeks, their CAC dropped to $95. Additionally,
affiliate partners achieved a 25% higher average order value (AOV) compared to
influencer campaigns.

Result:

The strategic shift to an affiliate marketing program led to significant improvements
for the DTC apparel startup. In just six weeks, their Customer Acquisition Cost
(CAC) dropped from $260 to $95, well below their $120 target.

This performance-based model optimized spending and attracted higher-value
customers, with affiliate partners achieving a 25% increase in average order value
compared to earlier influencer campaigns.

Aligning incentives directly with sales transformed their marketing from a costly
expenditure into a predictable and profitable investment.

Lesson:

Replace ego-driven reach with ROI-driven relationships. Affiliate programs are
predictable, scalable, and align with CAC goals.
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Case Study 5:

B2B SaaS Startup Moves from Google Ads to Community-Led Growth

&

Context:

A B2B SaaS startup was burning
through $15,000/month on Google Ads
with a CAC of $700, above their $400

target.

Despite substantial traffic, their
conversion rate was <2%.

High CPC + long sales cycle =
inefficient channel.

Decision:

They paused search ads and invested in community building through Slack groups
and LinkedIn roundtables, as well as a customer referral program offering a $100
reward per lead.

Result:

CAC from referrals: $150.

CAC from community content: $320, with a 2.5x higher CLTV.

Monthly customer acquisition increased by 40% with no corresponding increase in
spending.

Lesson:

Move from pay-to-play to trust-to-scale. CAC efficiency improved once they
owned the channel and the narrative.
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Case Study 6:

HealthTech Startup Ditches Trade Shows for Podcast Sponsorships
(New Channel)

Context:

A HealthTech company spent
$12,000 to exhibit at an industry
conference and only gained eight

customers - CAC = $1,500, while
their CAC goal was $350.

Pivot: Result:

After reviewing the data, they took a They redirected their trade show budget
new approach: sponsoring niche towards podcast partnerships,

health and wellness podcasts that newsletters, and guest appearances.
their Ideal Customer Profile (functional Brand trust increased, CAC decreased,
medicine clinics) listened to regularly. and customer volume rose.

The first four episodes, sponsored for
a total of $2,000, brought in 10
customers, resulting in a customer
acquisition cost of $200.

Lesson:

Customer Acquisition Cost (CAC) is more than just a simple metric to monitor; it
serves as a guiding tool for strategic decision-making. When you notice that a
particular marketing channel is not delivering the expected results, it’s essential to
explore high-intent channels that may have been underutilized.

By examining these alternative avenues, you can identify opportunities for growth
and improvement, ultimately enhancing your overall marketing strategy.
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CHAPTER 06

How Recurved Helps
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RECURVED

Dream. Build. Grow.

Al PREDICTIVE MODELING
FIN-TECH

Unleash Profitability: Build a Future-Proof Business with Our
Tailored Al Business Operating System
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LIVE
BENCHMARKING

A “living, breathing” plan that adjusts in real time
and drives smarter decisions, faster execution,

and predictable profit.

Build & Maintain A
Dynamic Business Plan

Seamlessly integrates your live
business plan with actuals to provide
real-time plan vs actual results.

Team Collaboration &
Stakeholder Alignment

Full Transparency across the
organization and keep investors/
providers/ stakeholders with real-
time updates.
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Financial Forecasting & Cash
Management

Gain precise insight into the necessary
amount to raise, the timing for
fundraising, and the strategic
allocation.

Resource Optimization

Let Recurved connect you with the
right resources at the right time and
ensure smooth execution by staying
focused on your core goals.
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WHO IS RECURVED FOR? s

&

Tech & Saa$ Startups Established SMBs E-commerce & DTC
Pre & Post-launch Non-tech Brands Pre & Post-launch

(Pre-revenue to Series A)

*Coming soon: Hospitality, manufacturing, life sciences, and non-tech industries.
Our product roadmap enables expansion into these sectors post-funding.

What Recurved Offers to Business Owners

A Smarter System For Modern Business

{ We replace outdated, disconnected tools with an Al-powered business
operating system that unifies adaptive forecasting, live benchmarking,
dynamic business planning, and a smart marketplace matching
businesses with the right resources at the right time.

From Static Spreadsheets To Living, Breathing Plans

M Recurved turns rigid, manual spreadsheets into real-time, auto-updating
plans that evolve with the business. Our system continuously “recurves”
based on actual results—offering dynamic, shareable, and actionable
insights that reflect your current path to profitability.

Unlock Smarter Decisions Across The Board

o)
Ml o0)

By breaking the barriers of traditional planning, we empower CXOs,
business owners, and investors to allocate resources more effectively,
benchmark KPIs with real-world data, and make high-impact decisions
that directly improve outcomes.

Shift Focus From Admin To Execution

@ Recurved does the heavy lifting—so leaders spend less time tracking and
more time growing. Financial planning becomes accessible, actionable,
and easy to understand enabling every business to stay agile, confident,
and focused on what truly moves the needle.
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CHAPTER 07

Resources
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CAC & CLTV
ANALYZER
SPREADSHEET

Introduction

The RECURVED CAC-CLTV Analyzer is
a powerful tool that makes it easy to
calculate your Customer Acquisition
Cost and Customer Lifetime Value, so
you can see how efficiently your
business turns spend into long-term
value.

With clear inputs and visualizations, it gives you actionable insights to improve
profitability and make smarter growth decisions.

What does this tool do?

This tool works together with our Document, Mastering Your Queen CAC (The
Ultimate Guide to Customer Acquisition Cost), to help you understand and track
your customer acquisition costs.
» Please read our CAC Document first, since the tool relies on information from it.
e Don't have our CAC Document yet?
* What you get:
o An example template showing you how it's done.
o Five blank templates for you to fill in and use as you need.

It helps you understand:
e How much does it cost your business to acquire each new customer (Customer
Acquisition Cost, or CAC)?
e What each customer is worth to your business over time (Customer Lifetime
Value, or CLTV).
e Other key metrics like profitability, benchmarks, and payback period.

These insights allow you to determine if you're overspending to attract customers,
whether your pricing is profitable after costs, and how your performance compares
to common industry benchmarks.
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Recurved’'s CAC & CLTV Analyzer

2. CAC Calculations ; ' g i

A. CAC Costs
Google Paid Ad Spend $1,000.00 $2,989.00 $897.00 $750.00
Agency Fees $500.00 $6,613.25 $1,250.35 $650.00
CRM Monthly Fee 540.00 540,00 540.00 540.00
Email Marketing $125.00 $111.35 $165.00 $110.10

- odd mare rows if needed

CAC Total $1,665.00 $9,753.60 $2,352.35 ¢1,550.10 $0.00 $0.00 $0.00
Date 10/2025 11 /2025 12 /2025 01 /2026 02 /2026 03 /1026 04 /2026

Overall Average - CAC Costs

$3,830.26 |
B. NMumber of NEW Customers 75 63 81 a7
C. CAC § per New Customer $22.20 $154.82 $29.04 $17.82 $0.00 $0.00 $0.00
nciEoseDecieise == | - | 1) ol
Decrease = good

Overall Average - CAC S
[ $55.97

This tool comes with integrated instructions and automatically computes your
Customer Acquisition Cost (CAC) and Customer Lifetime Value (CLTV). Additionally,
it features all the necessary graphs and charts to facilitate seamless
communication with your team. The spreadsheet offers one comprehensive
example along with five blank templates for your convenience.

GET THE FREE RECURVED
CAC & CLTV ANALYZER

Take the guesswork out of CAC and CLTV.
Download our free Analyzer template to calculate your metrics with clarity and
confidence—so you can focus on scaling smarter.

Download Free Analyzer
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FAQs

Frequently Asked
Questions About CAC

We've gathered and answered
some of the most common
questions about Customer
Acquisition Cost (CAC). This section
is designed to clear up confusion,
provide practical guidance, and
help you apply CAC insights more
effectively in your business.

My business is 100% B2B, so | don’t have any CAC and
besides, CAC is really just used for direct-to-consumer
businesses.

Wrong! All businesses, including those operating solely in the B2B space, have
a Customer Acquisition Cost (CAC). To say a B2B business "doesn't have
CAC" is a common but critical misconception. Every company spends money
to acquire new customers, whether through a sales team, marketing
campaigns, or a referral program.

Ignoring or failing to measure and manage your CAC is a major business error.
You wouldn't leave your revenue tracking to chance, and you should treat
CAC with the same level of importance. Proactively tracking your CAC is as
crucial as monitoring your revenue.

To get ahead of your competition, assign a dedicated person or team to be
your company's CAC expert. This will ensure you are consistently measuring,
managing, and optimizing this vital metric.
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outreach, and because each client acquisition varies so
much, | don't really have a clear CAC. How should | think
about this?

m I don't run online ads—my sales team relies on direct

Your CAC includes the costs of your sales team and any software tools that
support their outreach efforts. In fact, your CAC might be pretty high, which
makes it even more crucial to track and understand it accurately. While relying
on direct sales may be the best fit for your business model—and that’s
perfectly valid—you'll still face the same investor questions as any other
company: What is your CAC? What's your CAC payback period?

Approaching your business with this mindset will help you refine your
financials, improve execution, and communicate more effectively with
investors. It also clarifies how long it truly takes to become profitable—not just
in terms of EBITDA but from the very first sale. And don’t forget to assess your
real customer lifetime value (CLTV)."

"If I'm securing bulk orders through pre-signed contracts—
for example, selling my application to a business with 2,500

users—does that mean | essentially don’t have a CAC?"

No, don't let this lead you to think your business is ‘unique’ or doesn’t have a
CAC—every company has one. Consider the effort and resources it takes to
close those contracts. Ask yourself: how are these contracts secured? Even if
closing contracts seems easy for you, it's essential to estimate your CAC. It
might be low, which could be a competitive advantage to investors, but you
need to measure it and clearly state your assumptions.

Trying to convince investors that you don’t have any CAC because of a unique
sales approach will only harm your credibility. Understanding your CAC is vital
—it provides a roadmap for scaling and directing your business efforts. What
works now, like securing contracts at a low CAC, can change quickly if a
competitor outbids or outperforms you. Without other CAC channels tested
and developed, and without a management mindset focused on CAC, you risk
being unprepared.

Investors will spot this immediately. They compare you to other companies
they’ve invested in, often with a solid grasp of CAC, especially within your
industry. Don’t unintentionally undermine your credibility by overlooking this
crucial metric.
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Why do | need to calculate CAC if my business model is
04 based on subscriptions?

Even with a subscription-based model, calculating CAC is essential. You need
to know how much you're spending to bring in each new subscriber. This
allows you to compare CAC against your customer's Lifetime Value (LTV). A
healthy business usually has an LTV that is significantly higher than its CAC,
indicating long-term profitability.

m How can a low CAC indicate a healthy business?

A low CAC suggests that your marketing and sales strategies are efficient. It
means you're not overspending to attract new customers, which helps
improve your profit margins. A low CAC can also indicate strong brand
recognition or an effective viral loop, where customers refer new users at a
minimal cost.

m What is a "good" CAC?

There isn't one "good" number for CAC, as it varies widely by industry,
business model, and product price. The key is to compare your CAC to your
LTV (Lifetime Value). The ideal ratio is typically considered to be at least 3:1
(LTV is three times the CAC). This ratio shows that for every dollar you spend
on acquiring a customer, you're getting at least three dollars back over their
lifetime with your company.
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While the terms are sometimes used interchangeably, which is incorrect, they

What's the difference between CAC and CPA (Cost Per

07 Acquisition)?

are different. CPA typically refers to the cost of a specific action, such as a
click or a lead, within a single marketing campaign. CAC is a broader, holistic

metric that includes all sales and marketing costs to acquire a new customer,

not just a specific action. CAC should be a critical KPI that everyone in the
company, especially at the top (CXOs) are reviewing regularly.

m How can | reduce my CAC?

To reduce your CAC, focus on improving the efficiency of your sales and
marketing efforts. Here are a few ways to do it:

Optimize your marketing channels to get better conversion rates.
Improve your product to increase customer referrals and word-of-mouth
marketing.

Retarget existing website visitors with personalized ads.

Automate your marketing and sales processes to save on labour costs.
Create high-quality content that organically attracts new leads.

m How does CAC apply to an app business model?

Even if your app is free to download, you still have a CAC. It's the cost of

getting a user to install your app and, more importantly, to become a valuable

user (whether through in-app purchases, ad views, or a subscription). You

need to account for all your marketing and advertising spend, from app store
optimization to social media ads. The key is to compare this CAC to the user's

Lifetime Value (LTV)—the total revenue they generate over their time using
the app.
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m Why is CAC critical for a "freemium" model?

A freemium model offers a basic version of your product for free, to convert a
percentage of users into paying customers for premium features. Your CAC
calculation here is crucial because you need to know how much you're
spending to get users into the free tier. Then, you can analyze your
conversion rate to paying customers and see if the revenue from those paying
customers is high enough to justify the cost of acquiring all the users, both
free and paid.

n Does CAC change based on different pricing tiers?

Yes, absolutely. A business with different pricing tiers (e.g., Basic, Pro,
Enterprise) should ideally calculate a separate CAC for each. Acquiring a high-
value enterprise customer through a dedicated sales team will have a much
higher CAC than acquiring a basic-tier customer through a low-cost digital
marketing campaign. Tracking CAC by tier helps you understand if your
marketing and sales efforts are profitable for each customer segment.

n How does CAC differ for B2B versus B2C businesses?

B2B (Business-to-Business) and B2C (Business-to-Consumer) businesses
often have very different CACs.

B2B businesses typically have a much higher CAC. This is because they have
a longer, more complex sales cycle that involves more people, targeted sales
outreach, and often higher-value deals that justify the high cost.

B2C businesses generally have a lower CAC. They focus on mass marketing,
social media, and paid ads to reach a large audience and drive quick,
individual purchases. However, their customer LTV is often lower than in a
B2B model, so the CAC needs to be much lower to be sustainable.
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ﬂ Should my CAC be the same across all marketing channels?

No. Different marketing channels will have different CACs. For example, a
customer acquired through a targeted Facebook ad campaign may have a
different CAC than one who found you organically through SEO. By breaking
down your CAC by channel, you can identify which channels are most efficient
and adjust your budget to maximize your return on investment.

If my CAC is high, is my business in trouble?

Not necessarily. A high CAC isn't an immediate red flag if your LTV (Lifetime
Value) is even higher. For example, a business that spends a lot to acquire a
B2B customer with a high-value, multi-year contract may be perfectly healthy.
However, suppose your CAC is high and your LTV is low. In that case, it
indicates an unsustainable model that needs to be addressed immediately by
either increasing customer value or reducing acquisition costs.
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What Are the Different Types of Business Models, and Do
They All Need to Calculate CAC?

While business models vary widely, every single one needs to calculate its
Customer Acquisition Cost (CAC) to ensure long-term sustainability and
profitability.

The specific way you calculate it and the ideal number you're aiming for might
differ, but the fundamental principle remains the same: you must know what it
costs to get a new customer.

Here's a breakdown of common business models and why CAC is essential for
each:
 B2B vs. B2C (Business-to-Business vs. Business-to-Consumer):

o B2B: These businesses, like a software company selling a project
management tool, typically have a high CAC due to a complex, high-
touch sales process with a dedicated sales team. Calculating CAC is
crucial to ensure that the high cost is justified by the customer's high
Lifetime Value (LTV).

o B2C: B2C businesses, such as an e-commerce store, usually have a
lower CAC. They rely on mass marketing and social media to drive
quick, individual purchases. The need for a low CAC is vital here
because the LTV is often lower, meaning you must be highly efficient
with your spending to be profitable.

* Freemium and Subscription:

o Freemium: Companies like Spotify or Slack offer a free version of their
product to attract a large user base. CAC is essential to understand the
cost of acquiring a free user and then tracking the conversion rate to
see if the revenue from paying users justifies the cost of acquiring all
users, both free and paid.

o Subscription: For models like Netflix or a monthly box service, CAC is
vital for a healthy CLTV:CAC ratio. A low CAC is essential for long-term
growth and predictable revenue, as it directly impacts your profit
margins over the customer's lifetime.
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e Transactional / E-commerce:
o Every time a customer makes a purchase, you need to know if the
revenue is enough to cover the marketing costs that led to that sale.
For businesses with low-margin products, a high CAC can quickly lead
to an unprofitable business.

e Razor-and-Blade:

o This model, like a company selling printers cheaply and making a profit
on the ink cartridges, hinges on the customer's repeat purchases. CAC
is the cost of acquiring the customer for the initial, low-margin product.
A low initial CAC is critical because your profitability depends on the
customer's continued spending on the high-margin consumables.

* Marketplace (e.g., Airbnb, Etsy):

o CAC helps you measure the cost of acquiring both sides of the market:
the buyers and the sellers. The health of a marketplace depends on
having a balanced number of both. Understanding the CAC for each
group allows you to strategically invest in marketing to keep the supply
and demand sides in equilibrium.

e Ad-Based:

o For a business like Google or Facebook, where the service is free to
users, CAC is necessary to understand the cost of acquiring new users
who will generate ad impressions and clicks. You need to ensure the
cost of acquiring a user is less than the projected ad revenue they will
generate over their time using your platform.
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CONCLUSION

Ignoring your CAC is like playing chess without your Queen. By calculating,
benchmarking, and optimizing CAC, you unlock sustainable growth.

Customer acquisition cost is a crucial business metric used to evaluate the
cost of acquiring a new customer. Calculated as sales and marketing
expenses divided by the number of new customers, a thorough
understanding of CAC can help improve a company’s marketing return on
investment, profitability, and profit margin.

TAKE THE NEXT STEP

Download your Free CAC & CLTV Analyzer Template and book a Free
45-Minute to explore how our Al-powered platform can transform
your business planning & financial strategy.

Download Free Analyzer Book Demo

RECURVED

Your Pathway To Profitability

www.GetRecurved.com
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RECURVED

Recurved tracks and optimizes your Queen
- Customer Acquisition Cost -
and beyond, ensuring your business stays
profitability-focused.




