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SaaS owners should always seek to understand, test and apply 

key performance indicators. There are many SaaS business 

metrics that can be used to suit any given business. The 5 most 

common key metrics used in measuring business performance 

include; monthly recurring revenue, cost per acquisition, average 

revenue per customer, lifetime value and churn. 

 Monthly Recurring Revenue serves as a primary 

benchmark for progress. It is the steady cash flow from 

client sources, such as monthly subscriptions (measured by 

subscription monthly revenues owed by a customer over 

the duration of the months). 

 Cost per acquisition is used to determine the amount of 

money spent in acquiring the customers and the viability of 

the process. It is measured by adding the marketing and 

sales expenses over the average cost per new customer to 

the business. 

 Average revenue per customer is more straightforward. It 

is used to determine the revenue already received from 

customers. 

 Lifetime value of a customer, in essence, is his or her 

economic value to your company. This figure is determined 

in different ways, depending on your business model. 

 How many customers does your business lose per month? 

How many come back for your services? This is defined by 

churn. Churn measures the percentage of customers 

that your business loses over a specific duration of 

time. 

 

Introduction: SaaS Business Metrics 
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The total number of months that a customer stays with the 

business before cancellation can be determined using churn. 

SaaS customers often repurchase services every month, 

making it easy to calculate churn rates. Others purchase 

services a few times a year and so the churn has to be 

calculated annually. 

Churn rates vary greatly depending on the type of SaaS 

business; at startups, the total churn is small and the 

customer base usually grows. When it comes to established 

companies, if no credible innovations and business 

adaptations are undertaken by the business, the growing 

customer base could mean an increase in churn. The higher a 

company’s churn rates, the longer it takes to break even and 

turn a profit. 

The type of SaaS you offer – and the industry of the SaaS 

product – have a direct effect on churn. For example, an 

invoicing application is something crucial to business. Once 

implemented into a company’s system, there will most likely be 

a low churn rate. On the other hand, a SaaS entertainment 

application is more dispensable, so it attracts a higher churn. 

When budgets become too tight, this will be the first type of 

service to be cancelled. 

A high churn, usually double digits, is a wakeup call for 

businesses; the product they are offering is not meeting the 

customer’s expectations. At this point, they should no longer 

focus on marketing or growing the product. The priority is 

diagnosing the problem and fixing it- in order to avoid losing 

any more customers. SaaS providers can easily pin point the 

problem via feedback; by talking to their customers and asking 

for suggestions, they can improve the quality of their product. 

Churn More in Depth 
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For those customers who have cancelled; analyze why the 

customers have left or opted to use a competitor’s product. For 

potential customers; approach via surveys, focus groups or 

test studies, and ask for their opinion on the product. 

Getting the churn rate under control is critical in sustaining a 

SaaS business. Thrive to get customer feedback and maintain 

a good one-on-one relationship. Take the proper measures to 

retain customers and increase the client base; offer low 

competitive rates while offering quality services. 

SaaS MRR churn is an extension of SaaS customer churn 

rate. As the name suggests, it focuses on the erosion of SaaS 

‘monthly recurrent revenue’ lost. This loss is the result of 

customers not renewing their contracts with a SaaS vendor. 

Churn is always expected to happen no matter how good a 

SaaS product is. Most experts consider 3% or lower to be an 

acceptable churn value. Business owners should not worry 

themselves too much as long as this rate is maintained. 

SaaS is the most popular software option available today. The 

successful operation of a SaaS business is dependent on a 

number of factors, one of the most important factors being 

churn rate. If you keep your churn under control, your business 

will be well on its way to a profitable future. 

 

 

As with all great things, SaaS is not without its share of 

obstacles; From shifting technological standards to changing 

practices to fluctuating trends, there are many obstacles to 

overcome… especially the big one – churn rates. Although 

most of these obstacles can easily result in positive results, 

Churn rates, are purely and simply a bother. 

How to Handle High Churn Rates 
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I would love to say that there are time-tested, guaranteed 

solutions for the problem of churn rates, but that wouldn’t be 

the truth. That’s not to say that measures can’t be taken to 

control it, abate it and get on top of this issue, but I will come to 

that shortly. 

In order to truly understand why churn rates occur, and how to 

combat them, we must first understand the nature of the 

problem. Permit me the pedantry of defining churn rates 

(although the definition is already known by most). With each 

subscription service, which is a given with all SaaS providers, 

there is a phenomenon whereby existing customers vanish, 

ceasing their subscriptions. Churn rates are unavoidable, but a 

successful SaaS provider will gain enough customers per fiscal 

period to vastly out-scale this loss, resulting in not just stability, 

but in ongoing net gains of profit and equity. 

The problem is that as the average amount of customers at 

any time increases, these churn rates have a tendency to 

creep up. A 5% churn rate per 100 customers is fairly 

common, but in some cases, the creep with customer gain can 

result in a thousand customers running parallel to as much as 

a whopping 50% churn rate. This happens very frequently, but 

that doesn’t mean you need to accept these statistics. The 

problem is that when a system becomes popular enough to 

acquire a thousand subscribers or more, you end up with a 

number of additional factors that can cause mayhem. 

The first factor is that with the greater customer count, there 

is a greater unspoken percentage of people who are not 

absolutely sincere about long term use of the service. In all 

groups of users, there are a handful of people who will become 

curious by a product, begin using it and then regret their 

purchase. Eventually, buyer’s remorse will set in, and these 

customers will depart, looking for the next, novel thing to spend 

money on. In most cases, these short-lived customers don’t 

actually constitute viable demographics, meaning they alone 
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do not account for such a large increase in churn (while there 

exists only a small increase of customers). 

The other major problem is that a service which has become 

popular will see competition rise, (if it did not already exist). 

When a service shows itself to be popular, and begins 

garnering significant mention – in literature, web content and 

other public outlet sources – the capitalizing attitude of 

interested SaaS developers will push them to jump on the 

same band wagon. This is not wrong on their part, but it is 

worth mentioning that sudden emergence of competition will 

usually take the form of vastly cheaper (and vastly inferior) 

alternatives to the products/services in question. 

Unfortunately, many customers will not weigh in all of these 

factors and will, in the heat of the moment, migrate to the 

cheaper, but inferior service. They will often discover that 

these nascent, cheaper alternatives are inferior to the original, 

but will be unwilling – for whatever reason- to migrate back. As 

long as the inferior, cheaper alternative functions within its own 

claims, the price will dictate the outcome. 

In some cases, this can be something as simple as a 

customer’s ego, but is often also the result of penalties for 

terminating and renewing subscriptions. 

Unfortunately, we can’t stop fly-by-night operations from 

offering cheap, lower quality SaaS solutions, and we can’t 

really change the minds of the insincere customers who are 

just out for novelty and curiosity. However, what we can do is 

appeal to the reason and emotion of the rest of the customers 

– the ones that migrate with the intent of saving money – and 

who are unwilling to migrate back when they discover the 

mistake they have made. 

There is no guaranteed golden solution to churn rate, but there 

are some measures that will definitely work, within reason. 

Some measures have even proven to reduce a 50% rate at 
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one thousand customers to only a 20% churn rate, which is 

actually pretty impressive. 

The first measure to take is to be proactive and aware of the 

community. Keep a watchful eye out for competitors who wish 

to capitalize on the popularity of a service. Study them closely, 

and find the flaws in their design, flaws that your ‘superior’ 

service does not have. (These flaws are absolutely there, they 

are simply waiting to be found). 

When you find the flaws, work them into your marketing 

strategy and your white papers; Show how your service is 

vastly superior, more efficient and more reliable than 

existing or new competition. Show potential customers – 

right away – that they are making the right decision, so that 

down the line, they won’t be tempted by the illusion that 

competitors with lower prices are superior. 

Taking this a step further, the tactic of incentivizing customers, 

by rewarding loyalty, is very powerful. Customer loyalty 

programs have proven themselves to be incredibly effective 

over the course of hundreds of years, regardless of the 

business or economic climate of the time. In recent decades, 

loyalty programs with car rentals, travel agencies and airlines 

have become popular for their lavish rewards for frequent, 

long-term, customer relationships. 

Naturally, a SaaS provider is not expected to be quite so lavish 

with their rewards. The reason customer loyalty rewards work, 

in general, isn’t entirely due to how valuable the reward is, but 

rather in the gesture of a ‘reward’ itself. Always remember that 

in marketing, regardless of the field or industry, it is important 

to appeal to both logic and emotion when reaching out to 

customers. This is true with SaaS as well. Customers value the 

sensation of feeling appreciated. A customer who feels valued 

and respected by a company is going to have a natural 

compulsion to continue a relationship with this company, even 

if an inferior service provider can save them significant money. 



 
 

©2014 WalkMe Inc. All rights reserved.              1-855-4-WALKME (925563)  www.walkme.com 

Unfortunately, offering incentives and clearly illustrating the 

superior services of your company are not going to prevent 

every migration of this type. Some people won’t read the 

addendums to your white papers and marketing material, 

especially if they were made after their initial sign up. Others 

will simply be unable to pass down the illusion of savings that 

the competitors put forth. 

Luckily, all is not lost. It’s just a matter of looking at what 

prevents companies from rectifying their mistakes and 

rectifying the problem itself. This may sound difficult, but it’s 

actually not. 

The first thing to do is be certain that subscription termination 

or renewal fees are nonexistent. Given the nature of SaaS, 

such fees are unnecessary, so taking these measures won’t 

entail losses. Without these fees, an existing customer will feel 

less wary about coming back… They’ll discover that the sirens 

which have lured them away were serpents in disguise. 

Another strategy that can play into this idea is a show of 

confidence to your customers. This strategy is slightly risky, 

but if you’re on top of all of the other issues and their solutions, 

it’s a guaranteed bet. 

You should point out, along with documentation, what makes 

your service superior to the competition and – vis a vis – 

worthy of the higher price. Play on this tactic: Encourage your 

customers to go try the competition if they’re curious, and offer 

them an extra incentive if they come back within a fixed 

amount of time. 

This shows of a lack of greed alongside an incredible 

confidence in your product, and will say a lot to the customers. 

Show them that you’re even willing to reward them for 

shopping around and coming back. They will interpret this as a 

sign you have no fear of competitors, and that you stand by 

your product for the service it can render to mankind, not for 

the profits it reaps them. 
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You will find that fighting churn rates isn’t so much about 

combatting fiscal statistics and logistics, as it is about having a 

flair for sociology and psychology, as is often the case with 

marketing. 

While some SaaS providers will strive to keep their churn rates 

at an absolute 5%, regardless of their growing customer base, 

competition and so forth … it is important to realize this is 

practically impossible. As a customer base grows, the ratio of 

serious customers to passing customers will forever fluctuate, 

so even if every serious customer remains for the duration of a 

customer life cycle (as defined by your business), a 20% 

percent churn rate is about as low as it can get. Very few, even 

among the most successful, ever get close to such low 

numbers. 

 

About WalkMe

 

WalkMe gives SaaS providers an indispensable tool to onboard trial 

users and to "be there" with existing customers.  Leveraging the 

WalkMe interactive self-guidance technology, SaaS providers can 

ensure their prospects and existing customers have a simple, smooth 

& burden-free experience with their software, thereby increasing 

usability, eliminating confusion and frustration.  

SaaS providers use WalkMe to increase free to paid conversions, 

reduce churn rates and highlight new features. Customers of WalkMe 

report lower acquisition costs, as well as reduced training and 

customer service costs.  

Through a series of interactive tip balloons overlaid on the screen, 

tasks are broken down into short, step-by-step guided instructions, 

which help users act, react and progress during their software usage.  

As a result, SaaS providers can feel assured their customer will be 

able to focus on what they want to do using your software, and free 

from the confusion of how to do them.  They can also empower their 

customers to self-task successfully even through the most complex 

processes.   

http://w.walkme.com/walkme-for-saas-vendors?t=6&eco=saas&camp=sidebanners&adin=goldenbutton&land=walkmesaas

