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How MucH SHould SaaS coMPaNIES BE SPENdINg oN 
SalES & MarkEtINg?
SaaS company executives ask us time and time again how much they should be spending on sales and marketing. This 

is not an easy question to answer, but some data may help to provide perspective. Based on our recent survey of 200 

private SaaS Companies, there is a clear connection between a SaaS company’s investments in sales and marketing 

and their growth rate.

Granted, our survey results don’t tell us if the spending is 

efficient, or necessarily creating value, but it does strongly 

suggest that higher investments in sales and marketing  

do drive growth.

So perhaps the better question for SaaS company 

executives is:  should you – and can you – push your 

company to the right side of this scale by increasing your 

sales and marketing spend?  Answering the “should you?” 

part of the question requires an understanding between 

the relationship between growth rate and enterprise value 

and also an understanding of unit economics, while the 

“can you?” question is mostly a matter of access to capital.

Should you increase sales and marketing spend?

Based on research we conducted on the relationship between growth and value in public SaaS companies, there 

is a clear connection between revenue growth rate and the revenue multiple applied to a public SaaS companies 

valuation. SaaS companies growing at 10% to 20% are valued at 2 to 3 times revenue, those that are growing at 

around 30% are valued at 4 to 8 times revenue, and those with over a 40% growth rate are valued at well over 15 times 

annual revenue. (You can find more detail on this topic in our white paper “How Much is My SaaS Company Worth” 

which you can download from our website.)

So given the connection between “spend” and revenue growth, and the clear relationship between revenue growth 

and value; the  answer to the “should you” question for any SaaS business that’s focused on increasing shareholder 

value is generally “yes”.
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One caveat, however, about investing more in growth: if your CAC Ratio is negative (customer acquisition cost 

exceeds the lifetime value of the customer), more sales and marketing spending will only destroy shareholder 

value sooner. A negative CAC Ratio generally implies a business model issue and not a growth issue. SaaS 

business cannot grow their way out of negative unit economics regardless of how much they spend. 

Can you increase sales and marketing spend?

So “can” you increase your investment in sales and marketing to drive enterprise value?  This debate typically 

comes down to access to capital. (Think Salesforce.com who “out-raised” and “out-spent” all their early 

competitors with the majority of funding being spent on sales and marketing.)  Salesforce.com is an outlier 

for sure, but our data clearly show that some type of external capital is required to push growth above 25%. 

Externally financed private SaaS companies in our survey grew at 35% in 2012, while those with no external 

financing grew at 21%. (See SaaS Capital Research Brief “How Fast Should my SaaS Company be Growing” for 

more detail.)

Finding the money inside the company for sales and marketing investment is possible, but it usually means 

shifting resources away from other investment areas such as product development. This is always an option, but 

the obvious risk is getting passed-up in the marketplace in product functionality and innovation. With many 

SaaS companies updating their product daily or weekly, any pullback in product development could result in a 

marketplace disadvantage in a relatively short period of time.

External financing has its own considerations including cost, dilution, and loss of control. SaaS Capital obviously 

believes debt financing can play a role in funding growth for some businesses, but equity can play an important 

role, too. Finding the right source of capital very much depends your business stage and growth plans. 

 

About this report: 

In Q1 of 2013, SaaS Capital surveyed over 200 SaaS CEO’s and Investors about their company  

performance, financing decisions to-date, and operating results. This Research Brief is the  

second in a series of insights to be published using the data collected during the survey. 

ABout SAAS CApItAl 

Founded in 2006, SaaS Capital is the pioneer provider of alternative growth financing for SaaS companies. Our 

financing – structured as a line-of-credit that is tied to a SaaS company’s recurring revenue stream – leverages 

the unique cash flow dynamics of SaaS, functions as a long-term stable source of capital, and potentially 

eliminates the need for equity financing. SaaS Capital’s products provide more availability than traditional 

bank financing, and are structured with flexible terms to meet the needs of growing SaaS businesses. Through 

its partnership with DH Capital, SaaS Capital can also assist with a variety of M&A and capital raising advisory 

services. To learn more about SaaS Capital, visit www.saas-capital.com.
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