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THE DAUNTING MATH OF GROWTH 
If you run a SaaS company, “How fast are you growing?” is usually one of the first questions people ask. Generally 
speaking, it’s a pretty good question.  Revenue growth directly impacts valuation, the ability to attract capital and 
employees, and is the best single metric for measuring success.

To assess a company’s growth rate effectively, however, it is critical to also consider the size of the business.  Growing 
revenue at 100% per year for an established SaaS company is orders of magnitude harder than it is for a start-up.  

We hear some lip service given to this topic, but the math behind it is actually daunting.  When we began to model it, 
the volume of new bookings required to maintain a high revenue growth rate several years in a row was surprising, 
and inspired us to share our 
findings more this research brief.

To the right is a hypothetical SaaS 
business not dissimilar to the kinds 
of companies we work with every 
day.  

This start-up SaaS business grew 
its monthly new bookings from 
$10,000 a month starting out, to 
$240,000 per month by the end of 
its fifth year!  

This equates to a doubling of new 
bookings each and every year with 
a 100% revenue retention rate.  

Impressive!  So the question is - 
what has their revenue growth rate done?  Presumably gone through the roof.

Actually, no.  The growth rate (green line) has gone down each year from 200% at the end of year one, to 76% at the 
end of year five.  It’s still impressive, but to actually maintain the 200% growth rate, bookings would need to exceed 
$100 million per month by the end of the company’s fifth year!

The grey line represents $10,000 in ACV bookings in month 1 with the rate of bookings doubling every year.  The 
bookings are recognized as revenue monthly (blue line). The revenue growth rate (green line) is a trailing 6-month 
average of the annualized month-over-month growth. 
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So what is a realistic growth rate for a SaaS business as it gets bigger?  Below are data from our most recent survey 
of over 400 private SaaS companies measuring their revenue growth rate from 2013 to 2014.  Not surprisingly, 
revenue growth slows predictably as the size of the business grows.

So what are the implications of 
better understanding the growth 
rate metric?

First off, if your SaaS business 
is below one or two million in 
revenue, you should be excited 
about a high growth rate, but 
don’t make too much of it.  
Remember, the growth rate from 
zero customers to one customer 
was infinite, and from one to five 
customers was 500%, but it’s still 
just 5 customers.  Maintain that 
perspective.

Second, if you are part of the 
company’s leadership team, just be aware that growth will likely slow as scale builds and a declining growth rate 
should not send signals to the team, or the investors, that the business is not performing well. 

Third, when planning for growth, be careful not to build financial plans that have unrealistic growth rates in the 
outer years.  A slow growing SaaS business might be able to improve its growth rate for a year, possibly two, but 
successive years of an increasing growth rate are unrealistic.  Don’t build a plan that is hockey stick on top of a 
hockey stick.

CONCLUSION:

In summary, the SaaS business model is fantastic, and understanding the nuances of the metrics that drive it is 
critical to optimizing performance.  Revenue growth rate is one of those seemingly simple metrics that has many 
nuances.  Be mindful of how this metric behaves as you scale your company. 
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SaaS Capital allows companies to use debt instead of equity to fund investments in sales, marketing, 
and new product development. SaaS Capital’s line of credit approach combines more availability 
and longer terms, with more flexible drawdown and repayment, versus other lenders in the market. 
Through its partnership with DH Capital, SaaS Capital can also assist with a variety of M&A and 
capital raising advisory services. For more information go to www.saas-capital.com

 810 SEVENTH AVENUE, SUITE 2005 | NEW YORK, NY 10019
1225 HAYWARD AVENUE | CINCINNATI, OH 45208

7900 E GREENLAKE DRIVE NE, SUITE 206 | SEATTLE, WA 98103
513.368.4814  |  WWW.SAAS-CAPITAL.COM

Revenue Growth by Company Size

G
ro

w
th

 R
at

e

160%

140%

120%

100%

80%

60%

40%

20%

Company Size

Average Median

SaaS Capital Insights 2015

   <$1 million                       $1-$5 million                    $5-$10 million                  $10-$20 million

www.saas-capital.com
www.saas-capital.com

