
www.saas-capital.com

 SAAS RETENTION                                                                                                                                                          PAGE 1

WHAT’S A GOOD SAAS RETENTION RATE? 
When we first started publishing research on churn in 2008, “Customer Success” was not yet coined and customer retention 
was not a focus of software companies.  Fast-forward to today, and an entire ecosystem has been built around this one 
operating metric.

Our Research 
As financial types, we will steer clear of providing operational advice on how to improve retention; there is plenty of 
advice out there on that subject. Instead, our research is focused on two other aspects:

1. What is the value of improving retention?

2. What is a reasonable target for retention based on similar types of SaaS companies?

The answer to the first question is: “A 1 percentage point improvement in revenue retention leads to a 12% 
increase in the company’s value over 5 years.”  How do we know that?  Read our research paper “No Churn” which 
empirically ties retention rates to SaaS value drivers and, ultimately, valuations.1

The answer to the second question is discussed below, and is based on our 2015 survey of over 400 SaaS companies.

The metric we focus on in this report is “Net Churn/Retention” which includes cross-sell and upsell revenue, and is 
calculated as follows:  

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

b. What is your current month’s MRR derived from customers you had 12 months prior?  

     Net Revenue Retention = b/a.

We choose to focus on net churn because it is the most 
fundamental and comprehensive metric impacting 
MRR.

That said, in many businesses there are separate 
activities focused on customer retention vs. cross-
selling, so we will report on both net and gross churn 
in the future.

To the right are the results from our 2015 survey.  

The most striking data point is 80% of SaaS companies 
reported a net retention rate of 90% or better.  Well 
done.  This is up from 65% in 2013.
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There are several possible explanations for the significant improvement:

1. A sampling issue: There are respondents in the 2015 data that were not in the 2013 results, and 2015 could 
have attracted more high-retention businesses for some reason.  We don’t have any reason to think that is 
the case, but it’s possible.  

2. Customer Success is working, products are getting better, and underlying “gross” churn is going down.  We 
believe this is at least one of the contributing factors. (See “Impact of Dedicated Customer Success” chart 
below.)

3. Companies are becoming more intentional about selling additional products into the installed base of 
customers. Net retention metrics above 100% are increasingly common and this was likely a contributor to 
the increase.

Customer Success

In many organizations, Customer Success is 
responsible for both reducing underlying churn 
as well as cross selling.  

In either case, the data to the right supports 
the fact that investing in those two areas does 
meaningfully impact churn.

Average Selling Price

To best benchmark your SaaS business, a key 
independent variable is the average selling 
price of the product.  

Products sold to SMBs for $10/month do not 
have the same churn characteristics as larger, 
multi-year enterprise sales.  

To the right are median churn rates for 
companies based on the average selling price 
of their product.

In the 2013 survey, this was a very smooth “up 
and to the right” bar chart.  This year, the trend 
is clear, but the data did not cooperate quite so 
well.  

Operators should probably use the trend line as 
their benchmark as opposed to the individual 
bars.

N
et

 R
et

en
tio

n

Do You have a Dedicated Customer Success Leader?

Impact of Dedicated Customer Success

Yes                                         No

102

99

96

93

90

Retention vs. Average Selling Price
104

96

88

80
<$1000               $1,000                 $5,000 -             $10,000 -            $50,000 -           >$150,000
                              $5,000                 $10,000             $50,000               $150,000 

Investing in Customer Success 
meaningfully impacts churn

www.saas-capital.com


www.saas-capital.com

 SAAS RETENTION                                                                                                                                                          PAGE 3

We looked at a variety of other independent factors potentially impacting churn and found a few surprises:

Company Age

The chart to the right shows the average 
retention rate based on the age of the 
company.

Surprisingly, the data indicates the older the 
SaaS business, the higher the churn. We can 
think of two possible explanations: 

1. Customers may not have been around long 
enough to naturally churn.

2. Younger SaaS businesses understand the 
importance of churn and are doing a better 
job controlling it. 

This is important for managers and investors to 
understand.  

Good retention rates early in a company’s life 
may or may not be a good indication of longer-
term trends. Be aware of “false positives” in the 
first few years. 

Contract Length 

Another truly interesting set of data compares 
net retention rates to average contract length.

Remembering this is net retention including 
revenue gained from cross-selling, upselling, 
and price increases, we hypothesize that 
shorter-term arrangements more easily allow 
for revenue expansion that may offset whatever 
gross churn benefit longer-term contracts 
might have. 

Low retention for companies with a mix of 
contract lengths might be symptomatic of 
having a lack of systems, procedures, and 
controls that resulted in the mixed contract lengths in the first place. 

Whatever the drivers, this is a data point that merits close consideration when considering setting the terms of your 
SaaS contracts.
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Conclusion 

Overall, the data seems clear that retention rates are improving despite ever more competitive offerings available in 
the market.  Investments in Customer Success are at least in part responsible for the improvement, and this is good 
news for both SaaS businesses, and indeed, their customers.

Resources

1. No Churn: Keep Customers and Improve Your SaaS Company Valuation - 2015 Update:                                       
http://www.saas-capital.com/resources/wp-saas-customer-retention
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