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HOW SAAS COMPANIES SPEND THEIR MONEY 
In this research brief, we analyze the relative expense structure 
of 400 private SaaS companies that took part in our 2015 survey.  
This data can serve as a baseline for similarly-sized businesses.  
Your company’s spend level should not necessarily track to the 
chart, but deviations should be understood, and in most cases, 
be intentional.

A quick note: The costs discussed here are operating costs, and 
with the exception of Customer Support, are generally not 
included in Cost of Revenue.  SaaS Gross Margins are interesting 
and important but highly business model dependent.  SaaS 
businesses have varying amounts of professional services 
revenue, and this revenue mix is the primary factor driving the 
gross margin.  Without knowing the revenue mix, an actionable 
gross margin benchmark cannot be produced, and so we will 
explore this topic in a future report based on additional research. 

SaaS Spending 
One key point in this data is that most SaaS companies spend more on sales and marketing than product 
development. If you include customer support into the selling group, which is defensible considering customer 

support is responsible for renewals, upsells 
and cross-sells, SaaS companies spend 
almost half their budget on customer 
interaction and sales-related activities. 

It’s also interesting to note that expenditures 
on selling expenses continue to be twice 
as high as marketing expenses.  We will 
keep a close eye on this in future surveys as 
marketing assumes an ever-increasing role.

Diving a little deeper, the chart to the left 
describes how spending levels change as a 
SaaS company grows.  
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Figure 1: Median Spend by Department as a Percent of 
Revenue, Survey Results of 400 Private SaaS Companies
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Figure 2: Average Spend by Department as a Percent of 
Revenue, by Company Size (Revenue)
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We think the big take-away from the chart above is: R&D scales significantly, G&A scales modestly, and as one might 
expect, sales, marketing, and customer support do not scale, at least not across this size spectrum.

Also note, on average, SaaS businesses below $5 million in revenue are unprofitable.  Some of that might be the result 
of GAAP accounting, but our experience indicates most SaaS businesses are launched 
with some form of external funding which is required to support early operating losses.  

Possibly more surprising is that SaaS businesses above $5 million, on average, are 
profitable.  This is surprising because most of the attention in the SaaS space is directed 
toward VC-backed firms who are intentionally losing money to enhance growth, 
while hundreds of lower-profile firms are quietly profitable. This is confirmatory 
evidence that any ‘bubble’ risk might be more around over-inflated valuations 
than irresponsible business models or fundamentals.  (See our related blog post:                                                                                    
http://www.saas-capital.com/blog/is-it-a-bubble-for-saas-companies)

From our perspective, however, profitability is not a litmus test and is not necessarily 
good or bad.  If a business is capital constrained or is nearing its full market potential, 
then it will, almost by definition, need to be at or near profitability.  

If, however, a business can demonstrate and fund spending levels that attract long term 
profitable customers, running that business at a loss will create more value than if it 
were being run profitably.  

Marc Benioff did not get Salesforce.com to $20 million in revenue and then decide it 
was time to dial back spending and generate profits.  He could have done that, but if he 
did, he would not currently have a personal net worth in excess of $3 billion.

One other hand, if a SaaS company has nearly exhausted its addressable market, then continuing to invest in sales 
and marketing will erode value. The highest value activities at that point are to become as profitable as possible and 
harvest the forward recurring revenue in the form of dividends or sell the forward recurring revenue stream in an exit. 

If there remains ample market opportunity, but the company is capital constrained, then it must balance the brake 
and the gas, reinvesting profits back into 
growth, or raise outside capital. 

Lastly, we wanted to look at how fast-
growing companies spend their money 
compared to slow-growing companies.   
Are companies that are driving significant 
growth investing differently than other 
SaaS businesses?  (For this analysis we 
eliminated companies with annual 
revenues less than $1 million, as their 
growth rates tend to be exaggerated.) 

To some extent, the chart to the left 
overlaps with the previous chart on 
company size as the higher-growth                          
businesses tend to be the smaller 
businesses.  
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Figure 3: Median Spend as a Percent of Revenue by Growth Rate 
for Companies with $1 million in Revenue and Up
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That said, one specific trend associated with growth, and independent of size emerges: higher growth businesses 
are investing more in sales activities.  

This is supported by data in the first 3 cohorts that are comprised of profitable, larger 
companies. The higher-growth companies in theses segments (50% - 75% growth) are 
spending 25% of revenue on sales, whereas the lower-growth companies are spending 
17-18%.

Conclusion
As we mentioned at the outset, we believe benchmarks can provide an interesting 
lens through which to examine your SaaS business from time to time.  If your business 
is operating in a significantly different way, you should try to understand why. That 
inquiry might lead to identifying inefficiencies, or possibly areas of under investment.  
That said, these benchmarks are not answers or even guidelines.  

SaaS businesses are very diverse in product, stage, customer size, financial backing, 
etc.  Investment allocation between two SaaS businesses of similar size and growth rate 
might be very different, and for good reason.  

Feel free to reach out to us (contact information is below) with any questions regarding the survey data or 
suggestions on research and analysis you’d like to see out of the data.  

ABOUT SAAS CAPITAL
 

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
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