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HOW FAST SHOULD MY SAAS COMPANY BE GROWING – 
2016 UPDATE 
More than any other variable, SaaS company valuations are driven off of revenue growth. As such, our first research 
brief from our 2016 survey of over 400 SaaS companies is focused on this topic.  Below we outline the major 
takeaways that will be helpful to companies looking to benchmark their revenue growth.

Growth Rate by Company Size
Generally we report on median growth 
rates because they are less influenced 
than the average by a small number 
of companies with exceptionally 
high growth.   We believe this is the 
best benchmark because it is most 
representative of the data as a whole. 

However, the world of SaaS and VC 
investing is basically built around the 
outlier, so we have included both the 
mean and median in the chart to the right.   
The difference between the two is notable 
and important to understand. 

The other major takeaway the graph 
demonstrates is that revenue growth rate 
is highly dependent upon company size.  

Size is a critical way to view growth rates because last year’s revenue is the denominator in the growth equation. 
Therefore, it becomes increasingly hard to maintain the same growth rate as revenue grows.  This ‘math reality’ is 
of primary importance and should be isolated prior to considering other factors such as vertical market or average 
selling price.

Growth Rates by Retention Rate
The chart below shows growth rates plotted against gross revenue retention rates. (Gross revenue retention 
eliminates the impact of cross selling and upselling and cannot exceed 100%.)  

This data excludes companies with revenue less than $1 million, as the growth rates and retention rates in those 
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businesses are highly volatile. 

These are some of the clearest data we 
have seen to date that connects retention 
rate to growth.  

We also know the relationship to be causal 
and not just correlated based on work we 
did in No Churn – Keep Customers and 
Improve Your SaaS Company’s Valuation.  

It is self-evident that retaining revenue 
improves growth, but this data confirms 
the compounding nature that comes 
with higher retention and the substantial 
impact it has on growth rates over time.  

The data points highlighted in green (and 
the trend line derived from them) appear 
to represent ‘best of breed’ companies for a given retention rate.  With the exception of one outlier, the trend line 
demonstrates how churn is a natural governor on growth, and high growth and high churn are mutually exclusive.

Growth Rate by Funding Type
The table below shows median revenue growth rates based on the type of funding a company has received, with 
summary averages for each column, row and total.  We excluded private equity-backed companies because of their 
size and overall lower growth rates.  For this analysis, “Strategic Debt” includes venture debt, royalty finance, and SaaS 
Capital.  

The table above illustrates three main points:  

1. Companies backed by outside investors grow more quickly: 51% and 49% growth for Angel- and VC-backed 
companies respectively vs. 27% for Bootstrapped businesses.  There is the obvious correlation vs. causation point 
here, however, it should be noted that most of the companies in this group are over 5 years old, so the outside 
capital is at least sustaining growth if not causing it initially.  

2. Some venture-backed companies are truly rock-star businesses that use no debt.  These high-growth companies 
raise large equity rounds, operate at relatively high burn rates, and debt is not particularly useful to them.  In the 
venture world, it is the slower-growing businesses that use debt more often, and that is reflected in the table 
above.
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3. For the non VC-backed companies, those that leverage their business with some debt are growing at 45%, and 
those with no leverage are growing at 28%.  We may have some biases here, but we believe the use of debt 
actually causes growth as opposed to just being correlated with it.  This assertion is primarily because high 
growth rates do not attract lenders like they do VCs; and, as we have seen, high growth businesses tend to be 
smaller and younger which is actually negatively correlated with securing credit.

Other Observations
Companies with annual contract values (ACV) below $5,000 were growing faster than businesses with higher ACVs:  
48% vs. 34%.  This is consistent with recent research put out by Lauren Kelley at OPEXEngine who focused her 
findings on the relationships between ACV, sales cycle duration, and growth.  For all ACV categories above $5,000, 
the data showed no material difference in growth rates.

In terms of the vertical markets the SaaS businesses serve, there was only one clear data point.  Firms selling into 
the healthcare vertical had a median growth rate of 42% compared to the overall rate of 34% for all businesses 
generating over $1 million in revenue. 
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SaaS Capital is the premier provider of Committed Credit Facilities to SaaS companies. 
Focusing exclusively on the SaaS business model, SaaS Capital delivers faster 
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