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WHAT’S A GOOD SAAS RETENTION RATE?
SaaS Capital has published several papers on the financial impact of customer retention. Higher retention drives 

higher valuations by increasing the company’s size, growth rate, profitability and predictability. The total effect of 

retention is often under appreciated because of its multi-dimensional impact  and cumulative nature, which can 

be modest over a twelve-month planning horizon, but has a large difference over a 3- to 5-year period. For more 

detail about the impact of churn on valuation, read our white paper titled No Churn: Keep Customers and Improve Your 

SaaS Company Valuation.

As witnessed by the recent rise of the Customer Success Management industry, everyone seems to have “gotten the 

memo” on retention. That said, there is not a lot of good data available about this critical operating metric. How does a 

SaaS company executive or investor know what is “normal”, so they can start to identify deficiencies in their operating 

performance?

Below are the results from our 2013 Survey 

regarding retention. There were over 200 

respondents to the survey and the specific metric 

surveyed was annual revenue retention. We 

asked for two data points: 

a. What was your company’s MRR 12 months ago?  

b. What amount of your current months MRR comes 
from customers you had 12 months prior?   

Accordingly, revenue retention = b/a. 

The survey data points are generally consistent 

with the information we collect and analyze when 

underwriting  SaaS companies for our credit 

facilities. And while we do believe these survey numbers are accurate, our experience is that most companies tend 

to exaggerate their retention a little when they report it, versus when they actually calculate it each month. But even 

accounting for a little “fluff” in the numbers, over ½ of all SaaS companies who took our survey have a retention rate 

of 90% or better.
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Most operators are quick to point out, however,  that churn is not something completely in the management 

team’s control and some businesses have naturally higher or lower baseline levels of churn. The basic nature of the 

product and the average customer size can both have 

a significant impact on the baseline churn. For SaaS 

businesses selling simple systems to small businesses, 

an 85% retention rate might be “best in class,” while the 

same retentention rate would be a poor result for an 

ERP vendor selling into the Fortune 1000. In the chart 

on the right, we attempt to account for some of this 

disparity by ranking retention rate by annual revenue 

per customer. 

The relationship here is not a surprise, although we 

were struck by the fact that SaaS applications costing 

as little as $100 per year are generating above an 85% 

retention rate. High retention rates are not just for 

SaaS companies selling $100,000/year applications. 

A less obvious, but still valid relationship also exists 

between revenue growth and retention, as shown in 

our final chart. We took a look at the growth numbers 

for our respondents who were SaaS businesses 

over four years old. Keeping the same customers 

year-over-year clearly helps support faster growth, 

particularly as a SaaS business matures. 

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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About this report: 

In Q1 of 2013, SaaS Capital surveyed over 200 SaaS CEO’s and Investors about company performance, financing decisions to-date, and operating results.  

This Research Brief is the 3rd in a series of insights to be published using the survey data. For more information, visit www.saas-capital.com/resources.


