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SaaS metrics: With the right data, we

can predict the future
®

1990s | = Software was on-prem and had a‘ economic model

« We started to see the rise of SaaS. This meant lots off) on

20005 sales & marketing and customers who could leave at any
time.
« SaaS metrics helped us understand the power of SaaS business
2010s models. With the right inputs, we could predict the future and

get comfortable investing early in a company’s revenue
generation.
N 20205 | ° This also helped create a bubble in SaaS valuations as folks
\\\\ might’ve gotten foo comfortable predicting SaaS businesses...
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(aka every SaaS business looks like Salesforce)

MQLs Factored pipeline
SDR productivity # of ramped reps
SQLs Win rate
Meetings Average ACV
Days to close
Quota : OTE ratio
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These made for great SaaS businesses

CAC payback Net dollar retention Gross margin

Good 18 months 105% 70%

Great <12 months 120%+ 85%+

& The magic of SaaS revenue:
Wl efficient customer acquisition + sticky customers who spend more & more

= highly profitable businesses at scale. WELR/Co
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But software has changed.
Our metrics aren’t keeping up.

Net dollar retention

Good 105%

Great 120%+




benchmarkit

Consider a few examples.

db
X snowflake

* Net revenue retention
peaked at 177%!

+ Have a consumption
model, recognizing
revenue as customers
consume the platform.

«  How much should we
spend on customer
acquisition when LTV

&o is essentially

limitless?

Spend 50% (!) of
revenue on R&D and only
20% on sales &
marketing.

With Atlassian’s efficient
self-service motion, the
product sells itself.

How do we
contemplate R&D as a
revenue-generating
function?

A shopify

76% of Shopify’s revenue
comes from merchant
solutions and only 24%
from subscription software.

Revenue includes
payments, capital, and
marketplace fees.

How do we benchmark
“ARR"” and margins for
non-software revenue?
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We need a new playbook:
the user journey

Focus on the user, not
just the buyer

Treat product usage,
not only sales or
marketing
touchpoints, as a
signal of buying intent

Look for efficiencies:

\& manual effort >

~— . automated, Convert
= productized
approaches
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Metrics for each stage of the user journey

North Star usage metric New website visitors

Lead gen by

Cohorted gross and net
source/channel

retention rates

Product Qualified
Accounts

Cohorted free-to-paid
conversion within (30)

Hﬁxauct-influenced

Conversion from unique
website visitor to lead

New activations

e \- > PIAL QN
»—Sticky users B 3
(second-order Cost per activation 2
') O
activations) s
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Benchmarks across the new user journey

PLG Sales-Led
S - 40% from organic/SEO 25% from organic/SEO
4 Discover 15% from product/virality 1% from product/virality

b 6% visit to sign-up
J Start (freemium)
3-4% visit to sign-up (free
trial)

N/A

Activate 20-40% activation

5% free-to-paid (freemium)
15% free-to-paid (free trial)

‘ 100%-+ NDR (good) ‘

Convert
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100-120% NDR

Data: OpenView Product Benchmarks

Scale

130-150%+ NDR (great)
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Accelerating growth = reducing friction
through the journey

PLG

40% organic/SEO
DIscover 15% product/virality

6% (freemium)
3-4% (free trial)

® Activate | 20-40% activation

5% (freemium)

oy
7 Convert 15% (free trial)

= Scale

100%+ (good)
130-150%+ (great)

Sales-Led

25% organic/SEO
1% product/virality

100-120%

TL;DR

Focus on SEO, word of mouth &
product referrals

* Nail first impressions
» Make your user the hero

Deliver value before the paywall
Personalize product onboarding

« Test a reverse trial motion
« Adopt product-led sales

Go user > team > company
Sell to Product Qualified

Accounts ,
Data: OpenView Product Benchmarks
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- Bring investors along with the right

Board-level KPIs

ﬁ Growth-oriented KPIs Efficiency-oriented KP DARDS@
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Are you on the right track?

“ARR" per FTE
benchmarks GOOD
$2.5-$10 million ARR $100k

$10-$20 million ARR $115k

GREAT
$125k+

$145k+

$20-$50 million ARR ‘ $145k ‘ $180k+

More than $50 million

&= ARR $200k

$300k+

servicenow. $375k

salesforce $425k
$500k

$800k

&l $1M+
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Closing takeaways

SaaS metrics helped us understand the power of SaaS business models.

We've grown accustomed to the traditional set of SaaS metrics, but they're no
longer keeping up with PLG, usage-based pricing, and new monetization models.

It's time for a new playbook focusing on the user journey, not the B2B sales
process.

Accelerating growth becomes a function of delivering value and reducing friction.

Bring investors along with the right Board-level KPIs including annual revenue run-
rate ("ARR"), net new ARR vs. cash burned, cohort-based retention, and ARR per
FTE. 2
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®* Follow me on LinkedIn for
daily growth advice.

® Subscribe to Growth

Thank you . Unhinged, my weekly
o Substack newsletter reaching
Operating Partner, OpenView 25,000+ founders, investors,

and operators.

R UNHINGED * Read OpenView's SaaS

& e benchmarks reports.
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