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The recurring revenue model constitutes a fundamental pillar for Software as a Service (SaaS) companies,
providing predictability and financial stability that are essential for their long-term sustainability. The custo-
mer retention plays an essential role in consolidating such stability, ensuring not only revenue continuity, but
also the potential to scale the business through expansion of the customer base.

Well-managed customer retention allows organizations to predict future revenues with greater certainty. It
also makes it easier to focus marketing and sales efforts on expansion and growth. This allows organizations
to focus not only on acquiring new users, but also to maximize the value of their existing customers. This
retention-oriented approach is a critical component of sustainable financial success.

In this chapter, we define the recurring revenue model in the SaaS context and discuss the importance of
customer retention as a key strategy for long-term organizational success. In addition, two crucial metrics
are introduced to evaluate retention efficiency: the Gross Revenue Retention Rate (GRR) and the Net Revenue
Retention Rate (NRR). These metrics show the value that is maintained and increased within the customer
base, providing detailed insight into the effectiveness of our retention and expansion strategies.

GRR and NRR are essential not only to measure how customers are being retained, but also to assess how
their value is being maximized through up-selling (upselling) and cross-selling (cross-selling) initiatives. These
metrics enable organizations to develop strategies to optimize the long-term value of each customer, driving
both revenue growth and financial predictability. Evaluating these metrics also facilitates customer segmen-
tation to design customized strategies, allowing prioritization of those customers with the greatest growth
potential and long-term value.

Chapter 1. Introduction 6
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The Customer Retention Cost Ratio (CRC) measures the total financial resources that go into ensuring the sa-
tisfaction of current customers and keeping their subscriptions active. These resources include, for example,
support staff, technology such as CRM platforms, and marketing campaigns focused on retention. This is a
key metric within growth strategies for SaaS companies, as it allows the efficiency of retention efforts to be
quantified in terms of cost.

CRC focuses on the financial resources required for current customers to maintain their engagement with
the organization, and how this investment aligns with the overall growth strategy. Evaluating the CRC ena-
bles business leaders to make informed decisions that optimize resource allocation and maximize return on
investment.

It is also necessary to understand the Customer Renewal Cost Ratio (CRR), which, unlike the CRC, focuses on
the specific costs of renewals, excluding expansion or additional sales activities. This differentiation is cru-
cial, because while the CRC represents the overall cost of retention, the CRR offers a more accurate approach
by calculating only the costs related to subscription renewals.

A thorough understanding of CRC and CRR provides leadership teams with the ability to adjust their strate-
gies, efficiently allocate resources, and ensure that every dollar invested in retention has a measurable im-
pact. It will also discuss how CRC correlates with other financial metrics, such as churn rate, and how effec-
tive CRC reduction can positively influence churn reduction. This analysis also allows internal and industry
benchmarks to be established, providing a clear frame of reference to continuously improve retention practi-
ces.

When managing CRC, it is also important to consider how it relates to customer experience (CX). Satisfied
customers tend to be more loyal and provide increased value over time. Therefore, CRC should not only be
seen as a cost, but as a strategic investment in creating an optimal customer experience, which in turn leads
to higher revenue and lower churn.

Chapter 2. Understanding the Customer Retention Cost Ratio (CRC) 8
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* Measuring CRC accurately requires identi-
fying all components of the customer retention cost.
This chapter breaks down the various elements that
influence total cost, providing detailed insight into
the areas where the largest expenses are genera-
ted.

* Customer support: Includes the costs of
support staff and tools, such as ticket management
software. These expenses range from the salaries
of the support team to the licenses required to
provide technical assistance. Customer support
is essential to resolve problems quickly, avoiding
dissatisfaction that could lead to cancellation of
subscriptions. For example, according to a HubSpot
study, 90% of customers report higher satisfaction
and loyalty when their issues are resolved in less
than 24 hours, highlighting the importance of a
quick response.

* Customer Success: The costs associa-
ted with customer success management include
the training and platforms needed to ensure that
customers get the expected value from the product.
Investment in Customer Success is vital to redu-
cing churn, increasing satisfaction and ensuring
that customers achieve their goals when using the
product. This area has a direct impact on reten-
tion through the generation of solid relationships,
the building of trust and continuous support in the
effective use of the product.

* Customer community management: Refers
to resources aimed at maintaining an active com-
munity, including forums, webinars and events
(virtual or face-to-face). Fostering a sense of
belonging within a community reinforces retention
and allows users to exchange experiences, which
minimizes the need for individual support. These
communities, when properly managed, become a
source of organic loyalty and help foster an envi-
ronment where customers feel valued and suppor-
ted by the company and other users.

* Customer engagement programs: Enga-
gement strategies, such as email marketing cam-
paigns and personalized content, foster an ongoing
relationship with customers. Effective engagement
can transform passive users into brand advocates,

D

encouraging both retention and recommendation
of new users. In addition, well-targeted campaig-
ns allow for proper customer segmentation, which
maximizes the effectiveness of actions and enhan-
ces the experience of each group.

* Marketing to existing customers: Ex-
penditures associated with communicating with
existing customers include loyalty programs and
promotions. This type of marketing is often more
cost-effective than acquiring new customers and
helps maintain an ongoing and valuable relations-
hip with the company.

Referral programsare also often included, which

not only help retain customers, but also drive base
expansion. Maintaining attractive referral incentives
and loyalty programs ensures that customers are
motivated to continue working with the company in
the long term.

* Technology expenses: Customer support
and relationship management (CRM) software. Te-
chnology expenses include platforms that facilitate
efficient customer base management and perso-
nalized attention, which directly impacts customer
satisfaction. The right technology can make the
difference between a satisfied customer and one
who decides to cancel their subscription. Investing
in automation, artificial intelligence and self-service
solutions helps improve team efficiency and custo-
mer satisfaction.

In addition, other indirect costs associated with
retention should be considered, such as customer
education campaigns, which seek to teach users
how to get the most out of the product's functiona-
lities. This type of training helps reduce the risk of
churn by making it easier for users to become more
comfortable and proficient in using the platform.
Investments in educational materials, tutorials, and
contextual support help the customer perceive real
value, thus improving their engagement and satis-
faction.
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Often, resources allocated to retention also serve functions related to customer expansion (up-selling and
cross-selling). In this chapter, we will discuss how to manage these shared costs, providing specific exam-
ples on how to allocate resources when teams play hybrid roles.

For example, the Customer Success team often has a mixed role, focused on both retaining current customers
and identifying opportunities for additional sales. To balance these two roles, the team generally employs
strategies such as establishing specific metrics for each activity and prioritizing tasks according to the cus-
tomer lifecycle.

This may involve dedicating certain days exclusively to customer success and others to identifying opportu-
nities for expansion, thus ensuring a balanced focus on both responsibilities. In addition, many organizations
choose to create a clear distinction in each team member's performance objectives, separating retention
goals from expansion goals, which facilitates a more accurate and fair assessment of their contributions.

Determining what percentage of the costs of these resources should be allocated to retention is a common
challenge, as it involves assessing the impact of your activities on different aspects of the customer lifecycle.
This analysis must be rigorous to avoid arbitrary allocations that could affect the accuracy of the CRC.

An effective tool for cost-sharing allocation are self-assessment surveys, where each team member estimates
the percentage of his or her time spent on retention versus expansion activities.

For example, questions such as What percentage of your time do you spend on retention activities or How
much time do you spend weekly on add-on sales versus support, provide data that, combined with perfor-
mance indicators, can generate a fairer and more accurate allocation of resources.

The importance of transparency in these processes should not be underestimated; each team should have
clarity on how its activities are reflected in the organization's financial metrics. Internal audits also help to
obtain more accurate data, enabling fair cost allocation and defining specific strategies to improve efficiency
in customer retention and expansion.

In addition, time tracking tools and project management software can be used to keep a more accurate and
automatic record of how resources are being used.

Chapter 4. Determination of shared expenses 12
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This chapter details the costs that should be included when calculating the CRC and which should be ex-
cluded. We will discuss examples of allocable costs, such as salaries for the support team, and costs that
should not be included, such as expenses aimed at new customer acquisition.

It will also discuss how to manage particular situations, such as product development costs designed to im-
prove the customer experience. For example, if a new functionality is developed to improve the user interface
or a self-help module, these costs could be included, as they have a direct impact on customer satisfaction
and retention.

These improvements can reduce the number of support tickets by providing immediate responses and im-
prove the product adoption rateby facilitating their use. It is critical to be rigorous in defining which costs are
part of the CRC to avoid distortions in the assessment of retention efficiency.

For example, salaries of the support team should clearly be included, while marketing expenses for new
customer acquisition should not be considered part of the CRC. Similarly, features developed specifically to
increase customer engagement, such as a self-help module, should be considered retention costs, as they
contribute to improving user satisfaction and, consequently, user retention.

The accuracy in accounting for these costs enables better budget management and optimization of resour-
ces, ensuring that retention efforts are aligned with value generation for the company. In addition, it is impor-
tant to document what costs are included and why, to ensure consistency over time and enable more effecti-
ve comparisons between periods and with other organizations in the industry.

This detailed documentation helps to generate accurate reports that can be shared with stakeholders, who
require clarity and transparency on how resources are being managed.

Chapter 5. What to include and exclude in the CRC calculation? 14
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To calculate CRC effectively, it is essential to understand the basic formulas used and the specific compo-
nents involved in the calculation. This chapter provides a detailed explanation of each component, including
customer support, Customer Success, customer engagement, marketing and technology expenses.

Before providing a practical example, it is important to understand why the CRC calculation is crucial for SaaS
companies. The CRC allows determining the efficiency of customer retention investments, ensuring an effec-
tive use of resources to maintain the customer base and maximize ROI.

Practical example of CRC calculation

The Customer Retention Cost (CRC) is calculated by dividing the total retention costs in a given period by the
average number of customers during that same period.

The formula is as follows:

Total Retention Costs

CRC=

Average Number of Customers

Let us assume that the annual retention expenses amount to 500,000 euros and the average number of cus-
tomers during that year is 1,000.
Applying the formula, we obtain:

500,000
CRC= oo - 500 euros per customer per year

This metric allows to evaluate how much is being invested in keeping each customer and whether the ex-
pense is aligned with the revenue generated. In addition, it helps determine whether the cost to retain each
customer is viable and in line with the revenue contribution that customer brings.

CRC is a key metric for understanding the efficiency of retention strategies and making informed decisions
about resource allocation.

Tools for calculating the CRC
To calculate the CRC and other associated indicators, the use of spreadsheets is essential, especially for
companies that want to automate processes and ensure accurate results. Some specific tools include:

* Microsoft Excel or Google Sheets: These platforms allow you to set up automated formulas and
create pivot tables to group the different retention expenses by category (support, marketing, Customer Suc-
cess, etc.). In addition, scenario simulations can be created to analyze how different levels of retention spend
impact CRC.

* Business Intelligence (Bl) software : Solutions such as Tableau or Power Bl allow real-time visualiza-
tion of costs, providing interactive graphs and dashboards. These tools are useful for communicating results
to the management team and justifying strategic decisions on retention investment.

Simulating scenarios with spreadsheets

Chapter 6. Basic CRC formulas and calculations 16
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The ability to simulate scenarios is particularly use-
ful for making adjustments to retention strategies
and observing how changes in spend impact CRC
efficiency. For example, using spreadsheets, finan-
ce teams can evaluate how an increase in Custo-
mer Success spend could improve retention rate
and what its impact would be on customer lifetime
value (CLV).

Base Scenario

* Retention Spending: 500,000 euros

* Average Number of Customers: 1,000

* CRC: 500 euros/customer/year
Optimistic Scenario (Increase in Customer Success
Investment)

* Retention Spending: 600,000 euros (in-
crease to improve Customer Success team and
increase training)

* Average Number of Customers: 1,100 (im-
proved retention)

* CRC:

This scenario shows how, even though total expen-
se increased, CRC increases slightly. However, the
increase in the number of retained customers could
imply higher recurring revenues in the long term
and justify the increase in retention costs.

Analysis and interpretation of CRC results
Analysis of these calculations makes it possible to
identify areas for improvement and design strate-
gies to reduce costs without compromising qua-
lity of service. For example, a self-service system
could be implemented to reduce the burden on the
support team, reducing operating costs without
affecting the quality of customer service. The auto-
mation of certain support tasks could significantly
reduce costs and, at the same time, improve custo-
mer satisfaction.

Comparisons can also be made between different
periods to evaluate whether the initiatives imple-
mented have had a positive effect in reducing the
CRC and increasing the value perceived by custo-
mers. For example, if the implementation of a new
self-service functionality reduces support requests

>

by 30%, a proportional decrease in the costs asso-
ciated with support could be expected, reflecting
positively on the CRC.

Key components of the CRC

To calculate the CRC accurately, all key compo-
nents involved in holding costs must be considered.
These include:

1.Personnel expenses: Including salaries and bene-
fits for the customer support team and the Custo-
mer Success team. These expenses are generally
the largest proportion of the CRC.

2.Technology and tools: Platforms such as CRM,
engagement and automation software, which con-
tribute to improving the customer experience and
facilitating retention.

3.Retention marketing spend: costs of campaigns
focused on current customers, including email mar-
keting, webinars and exclusive content.

4.Training and development: costs associated with
staff training to improve service quality and reten-
tion skills.

It is essential to be rigorous in defining which costs
are part of the CRC to avoid distortions in the eva-
luation of retention efficiency. Leaving out impor-
tant costs could give a false impression of efficien-
cy, while including indirect costs could inflate the
CRC and make the retention strategy appear less
efficient than it really is.

Chapter 6. Basic CRC formulas and calculations 17
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In the context of SaaS companies, customer retention is critical to ensure sustainable and stable revenues. In
fact, studies show that increasing customer retention by 5% can increase revenue by 25% to 95%, demonstra-
ting the critical importance of focusing on retaining existing customers.

The Customer Retention Cost Ratio (CRC Ratio) is a key metric that measures the efficiency of retention in-
vestment, quantifying how much is invested to retain each monetary unit of annual recurring revenue (ARR).
This ratio not only allows us to evaluate whether the resources allocated to retention are generating an
adequate return, but also helps to detect areas where efforts could be optimized and efficiency maximized.
Constant evaluation of the CRC Ratio helps to reduce unnecessary costs and improve the customer experien-
ce, which is crucial to the success of SaaS companies.

The CRC Ratio provides a comprehensive perspective on retention effectiveness, allowing companies to make
informed decisions on how to improve the efficiency of their investments. For example, a high CRC Ratio
could indicate that retention costs are greater than benefits, requiring adjustments to maintain sustainable
profitability.

These adjustments could include reducing redundant support roles, automating repetitive tasks, or optimizing
loyalty campaigns to focus on the most profitable customers. On the other hand, a low CRC Ratio suggests
that retention efforts are efficient. It could also be a sign that the company should consider investing more in
retention to further improve customer satisfaction and loyalty.

CRC Ratio Formula
The CRC Ratio formula is defined as:

Total Retention Cost

CRC Ratio=

ARR (Annual Recurring Revenue)

For example, if a company has total withholding expenses of €500,000 and an ARR of €5,000,000, the CRC
Ratio would be calculated as follows:

This calculation shows that the company is spending 10% of its annual recurring revenue on retention activi-
ties, which can be used as a benchmark to evaluate the efficiency of retention investment.

Detailed example of calculation with a spreadsheet
To facilitate the calculation of the CRC Ratio, a spreadsheet such as Excel or Google Sheets can be used. The
following shows how to organize the data and formulas to calculate the CRC Ratio:

Chapter 7. Customer Retention Cost Ratio (CRC Ratio) 19
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AB C
1 Concept Value (€) Excel Formula
2 Total Retention Costs 500,000 (Manually Entered)
3 ARR (Annual Recurring Revenue) 5,000,000 (Manually Entered)
4 CRC Ratio 0.10 =B2/B3

Explanation of cells B2, B3, and B4 in Excel:

* B2 (row 2, column B): represents the cell where you manually enter the value of the Total Expenses
on Withholding, in this case, €500,000.

* B3 (row 3, column B): Represents the cell where the ARR (Annual Recurring Revenue) value is ma-
nually entered, in this case, 5,000,000 €.

* B4 (row 4, column B): Represents the cell where the CRC Ratio is calculated using the formula =B2/
B3, which divides the value of B2 by the value of B3.

In the spreadsheet, the values of the Total Expenses in Retention and the ARR are entered manually. Then, the
formula =B2/B3 is used to calculate the CRC Ratio, which in this example is 0.10 or 10%.

Using a spreadsheet allows you to quickly adjust the values and observe how changes in expenses or ARR
affect the CRC Ratio. This tool is very useful for strategic decision making, as scenarios can be simulated and
the financial impact of each can be evaluated.

Interpreting the results

Evaluating the CRC Ratio helps companies compare their efficiency levels to industry standards, such as
an average CRC of 10-15% of ARR in SaaS companies. These comparisons allow them to identify potential
competitive disadvantages or areas with opportunities for improvement, adjusting resources accordingly to
maximize effectiveness.

In the example above, the CRC Ratio is 10%, indicating that customer retention spending is within the range
considered efficient in the SaaS industry. If the ratio were significantly higher, this could indicate an inefficien-
cy problem that would require a spending review. Conversely, a ratio that is too low could indicate that not
enough is being invested in retaining customers, which could increase the risk of churn.

Strategies to optimize the CRC Ratio

Strategies to optimize the CRC Ratio include implementing automation tools, redesigning customer support
processes, and improving training for Customer Success teams. For example, HubSpot was able to reduce its
CRC Ratio by automating much of its support process and improving training for its Customer Success team,
resulting in increased efficiency and customer satisfaction.

Automating customer support responses can significantly reduce operational costs, while improving team
training can raise the quality of service and therefore customer satisfaction.

By improving the CRC Ratio, the aim is to achieve greater efficiency in the investment in retention, maximizing

Chapter 7. Customer Retention Cost Ratio (CRC Ratio) 20
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the return per euro invested in maintaining and expanding the customer base. This allows us to reduce costs,
improve loyalty and increase recurring revenues, thus ensuring stable and sustainable growth.

An optimized CRC Ratio also fosters stronger customer relationships, increases customer loyalty and reduces
churn, resulting in more predictable revenues and a stronger competitive advantage in the marketplace.

Chapter 7. Customer Retention Cost Ratio (CRC Ratio) 21
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The Customer Renewal Cost Ratio (CRR) is another crucial metricused in the context of customer retention.
Unlike the CRC Ratio, the CRR focuses specifically on the costs associated with renewing revenue from exis-
ting customers, excluding any additional or cross-selling revenue.

This implies that the CRR exclusively measures how much it costs to maintain recurring revenue through
renewal of existing contracts, without considering other sources of derived revenue. This metric is especially
useful for evaluating the efficiency of the renewal process, as it allows identifying how effective the spending
focused on retaining current customers is over time.

Evaluating the CRR provides a clear view of how resources are distributed within the customer lifecycle, which
is key to ensuring that renewal teams are working in alignment with the company'’s financial objectives. A
well-optimized CRR can facilitate financial planning and enhance long-term growth strategies, helping to
maximize retention and minimize customer attrition.

Finally, the CRR also helps ensure that resources are being used effectivelyto maintain the existing customer
base, contributing to business stability.

Differences with the CRC Ratio

The main difference between the CRC Ratio and the CRR is that the CRC Ratio measures the total cost of
customer retention, including all efforts to keep customers satisfied and engaged. This encompasses a wide
variety of activities, such as customer support, loyalty programs and engagement strategies.

On the other hand, the CRR focuses exclusively on annual recurring revenue renewal costs (ARR), without
including revenue from upselling or cross-selling. This differentiation is key, as it allows a more accurate view
on how much it costs to renew existing contracts without accounting for other account expansions, providing
a more detailed assessment of the efficiency of the renewal process.

While the CRC Ratio helps to understand the overall cost of keeping customerswithin the company, including
multiple retention initiatives, the CRR offers a more specific perspective on the efficiency of the renewal pro-
cess, focusing solely on the resources dedicated to renewing contracts and ensuring ARR continuity.

In many cases, a high CRR may indicate that the renewal process is costly and could benefit from improve-
ments, such as better customer segmentation, analysis of segments with higher renewal rates, or a more
proactive approach by sales and Customer Success teams. Implementing automated processes or customi-
zed approaches can help reduce this cost, making the renewal process more efficient and contributing to the
long-term growth of the company.

RRC Formula
The Customer Renewal Cost Ratio (CRR) formula is defined as:

Total Client Renewal Costs
Renewed ARR

CRR =

Before proceeding with the example calculation, it is useful to understand how the CRR contributes to effecti-

Chapter 8. Customer Renewal Cost Ratio (CRR). 23
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ve resource management for customer renewal. This metric allows companies to assess whether the efforts
made are succeeding in maintaining recurring revenue in an efficient manner aligned with profitability objec-
tives.

For example, if a company has Total Renewal Expenses of €450,000 and a Renewed ARR of €5,500,000, the
CRR would be calculated as follows:

CRR

This formula shows the proportion of ARR Renewed that goes to cover customer renewal costs. It is a metric
that lets companies know how much they are spending specifically on renewing existing revenue.

Detailed example of calculation with a spreadsheet
To facilitate the calculation of the CRR, a spreadsheet such as Excel or Google Sheets can be used. The fo-
llowing shows how to organize the data and formulas for calculating the CRR:

AB C
1 Concept Value (€) Excel Formula
2 Total Renewal Costs 450,000 (Manually Entered)
3 Renewed ARR 5,500,000 (Manually Entered)
4 CRR 0.0818 =B2/B3

Explanation of cells A, B, and C in Excel:

* B2 (row 2, column B): represents the cell where the value of the Total Renewal Expenses is manually
entered, in this case, €450,000.

* B3 (row 3, column B): Represents the cell where the value of the ARR Renewed is manually entered,
in this case, 5,500,000 €.

* B4 (row 4, column B): Represents the cell where the CRR is calculated using the formula =B2/B3,
which divides the value of B2 by the value of B3.

In the spreadsheet, the values of the Total Expenses in Renewal and the ARR Renewed are entered manually.
Then, the formula =B2/B3 is used to calculate the CRR, which in this example is 0.0818 or 8.18%.

Using a spreadsheet allows you to quickly adjust the values and observe how changes in expenses or Re-
newed ARR affect the CRR. This tool is very useful for strategic decision making, as scenarios can be simula-
ted and the financial impact of each can be evaluated.

This type of simulation facilitates strategic decision making, making it possible to identify possible areas for
improvement and to ensure that resources are being used optimally for customer renewal.

Chapter 8. Customer Renewal Cost Ratio (CRR). 24
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Interpretation of the results

Evaluating the CRR helps companies identify the efficiency of their renewal processes. In the example above,
the CRR is 8.18%, indicating that the costs to renew recurring revenue are relatively low and efficient. A low
CRR generally indicates that customers are satisfiedand willing to renew without much incentive, which is
ideal for keeping costs under control and increasing profitability.

Conversely, a high CRR could signal the need to review renewal processes, improve communication with cus-
tomers or implement automation tools to optimize efficiency and reduce costs associated with renewal.
Optimizing the CRR not only reduces costs, but also strengthens customer relationships, increasing the li-
kelihood of additional sales and improving customer value over time. To achieve this, it is important to imple-
ment practices that improve the customer experience, such as personalization of communication and proac-
tive follow-up during the renewal cycle.

Using key performance indicators (KPIs) to measure the success of renewal strategies can help optimize
resources and ensure that customers receive the expected value. Over time, improving CRR also increases the
Lifetime Value (LTV) of customers, which contributes to sustained and profitable business growth.

Finally, companies can benefit from developing loyalty programs that incentivize customers to renew auto-
matically, thus reducing the need for costly interventions. This not only improves the efficiency of the CRR,
but also helps strengthen customer confidence and generate predictable revenuefor the company, ensuring
its long-term financial stability.
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Excel templates and their use

The Excel templates are fundamental to the rigorous calculation of CRC and CRR in SaaS companies. Excel
provides remarkable flexibility by allowing the creation of custom formulas, detailed structuring of data, and
clear visualization of results through graphs. In addition, it allows efficient sharing of analysis among team
members, facilitating collaboration.

In addition, Excel includes advanced functionalities such as the use of macros, pivot tables, and interactive
charts that can significantly enrich the understanding of metrics and their evolution over time.

Excel templates can incorporate automatic calculations that allow the team to make quick adjustments and
accurately evaluate different scenarios, ensuring both efficiency and accuracy in data analysis.

Scenario Evaluation

Scenario Total cost (€) Retained Clients cost per Customer (€)
Current Scenario 65,000 1 ,000 6 5
Optimal Scenario 50,000 1 ,200 4 2
Pessimistic Scenario 80,0009 008 9

This table allows you to compare alternative cost and customer retention scenarios, providing a clear view of
how budget changes affect the bottom line. With automated cells, ratios such as cost per customer can be
calculated under different conditions.

For example, a template for calculating CRC can include fields for Customer Support Expenses, Customer
Success, Marketing to Existing Customers, and other key elements that influence CRC.

Basic template for CRC calculation

Expenditure category ‘ Description cost (€) Impact (%) Notes
Costs associated with .
Customer support 25,000 4 0% D irectly related
the support team.
Customer success Customer success 20,000 3 2% Includes post-
management costs. sales follow-up
Marketing for Existing | Targeted customer o Includes email
. . 15,000 2 4% .
Customers retention campaigns. marketing
. E le: CRM
Other related expenses | Automation tools. 5,000 4% xample
software
Total 65,000 1 00%

This table shows how to structure the main costs related to retention, calculating their percentage impact on
the total cost. With Excel formulas, these cells can be set up to perform automatic calculations and ensure
accuracy in the analysis.
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It is also possible to incorporate formulas to calculate the average cost of retention per customer, as well as
to evaluate the percentage impact of each expense on the overall ratio.

Cells can be arranged to automatically sum these costs and calculate the final ratio, helping teams make
strategic decisions on how to adjust resources to optimize customer retention.

Graphs can also be added to visually represent the evolution of the CRC over time, making it easy to identify
specific patterns or problems that require corrective interventions.

CRC evolution over time

' Support (€) ' Customer Success €3] ' Marketing (€) ' CRC Total €3]
January | 5,000 4,000 3,000 12,000
February | 5,500 4,200 3,500 13,200
March 6,000 4,500 3,800 14,300
April 6,200 4,700 4,000 14,900

The following example shows how you can record monthly expenditures in key categories and use this data
to create charts that represent the evolution of the CRC. This helps identify trends that might go unnoticed in
a text-only analysis.

In this way, the team can clearly see how changes in spending or retention strategies directly affect business
results.

Excel is particularly advantageous because of its adaptability and the ability to handle different levels of
complexity in the analysis. Specific templates can be designed according to the company's requirements, and
formulas and calculations can be fully customized, making Excel an essential tool for both quick analysis and
detailed, formalized reports.

Bl software and metrics automation

In addition to Excel, many companies opt for Business Intelligence (BI) programs to automate the collection
and analysis of metrics linked to CRC and CRR.

Tools such as Tableau, Power Bl and Looker make it possible to integrate various data sources and generate
visualizations that facilitate the monitoring of customer retention and renewal efficiency, providing a much
deeper and holistic understanding of the metrics that influence business results.

* Tableau: Tableau is particularly noteworthy for its advanced data visualization capabilities. It ena-
bles the creation of highly customizable, interactive dashboards that facilitate detailed analysis of CRC and
CRR metrics. Its ability to connect to multiple data sources makes it indispensable for teams that require
integrated information from different areas of the company.
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Source: Tableau’s own photography.

Tableau facilitates the creation of visually sophisticated charts that enable a better understanding of the
current status of customer retention and renewal. In addition, Tableau enables real-time analytics, providing
teams with accurate information for more agile and informed decision making.

* Power BI: Microsoft Power Bl is a versatile tool that allows users to create interactive reports and
rich visualizations with real-time data. It is especially useful for those companies already operating within the
Microsoft ecosystem, as it integrates seamlessly with Excel, Azure and other Microsoft applications.

Source: Microsoft Power Bl's own photography.
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Power Bl allows you to schedule automatic data refreshes, which facilitates the continuous monitoring of
CRC and CRR metrics, identifying patterns and enabling decisions based on accurate data. Power Bl also
includes robust data modeling capabilities and is easy to manage even for users with limited Bl experience,
democratizing access to data and facilitating more informed decision making at all levels of the organization.

* Looker: Looker, a cloud-based Bl tool, excels at facilitating cross-departmental collaboration. For
example, it enables marketing and sales teams to simultaneously access dashboards with up-to-date data,
improving strategic alignment across departments and enabling faster responses to changes in performance
metrics.

Source: Looker for Google Marketing Platformt’s own photography.

Its ability to generate customized visualizations and intuitive approach makes it an excellent choice for com-
panies that want to democratize access to information. Looker excels in the ease with which it allows dash-
boards to be shared, ensuring that team members have direct and up-to-date access to key metrics, such as
CRC and CRR, without the need for advanced technical knowledge.

In addition, Looker makes it easy to integrate data directly from corporate databases, eliminating duplication
of effort and ensuring that everyone is working with the most up-to-date and accurate information.

The advantage of Bl software lies in its ability to automatically update data, providing real-time access to
key metrics, which facilitates early detection of trends, identification of emerging issues and assessment of
potential areas for improvement.

This automatic update significantly reduces the time teams spend on manual data collection, allowing them
to focus on analysis and strategic decision making. In addition, the ability to cross-reference and combine
multiple databases within a single dashboard contributes to much more accurate and faster decision-ma-
king.

With these tools, teams can automate much of the CRC and CRR calculation process, minimize human error,
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and optimize operational efficiency. In addition, these tools can improve strategic analysis capabilities throu-
gh detailed visualizations and continuous updating of information.

In this way, the use of Bl software not only saves time and resources, but also increases the quality of busi-
ness decisions, improving responsiveness to changes in customer behavior and market conditions.

Example of a spreadsheet for calculating CRC and CRR
The following is an example of how a spreadsheet can be organized to calculate both CRC and CRR:

A B C

1 Concept Value (€) Excel Formula

2 Total Retention Costs (CRC) 500,000 (Manually Entered)
3 Total ARR 5,000,000 (Manually Entered)
4 CRC Ratio 0.10 =B2/B3

5 Total Renewal Costs (CRR) 450,000 (Manually Entered)
6 Renewed ARR 5,500,000 (Manually Entered)
7 CRR Ratio 0.0818 =B5/B6

Explanation of cells A, B, and C in Excel:
* B2 and B5: Represent the total expenses in retention and renewal, respectively, entered manually.
* B3 and B6: Represent the Total ARR and the Renewed ARR, respectively, also entered manually.
* B4: Calculates the CRC Ratio using the formula =B2/B3.
* B7: Calculates the CRR Ratio using the formula =B5/B6.

This example shows how both CRC and CRR can be managed in a single spreadsheet, facilitating comparison
and analysis. The use of spreadsheets allows great flexibility to adjust values, test different scenarios and
make strategic decisions based on concrete data.

In the same spreadsheet, you can add visual charts such as bar charts or line charts showing the trend over a
year, to illustrate how expenses and ratios evolve over time.

This specificity allows a clearer interpretation of seasonal or annual variations, which facilitates better deci-
sion making. This visualization further facilitates the interpretation of metrics and the understanding of the
effectiveness of the strategies implemented.

It is also possible to include different sheets within the same file for simulations, allowing the team to explore
optimistic, conservative and realistic scenarios and plan accordingly based on these analyses.

This practice not only provides a holistic view of historical performance, but also helps to design future stra-
tegies that are sustainable and aligned with the company's growth objectives.
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CRC benchmarking in SaaS companies

The benchmarking of CRC (Customer Retention Cost Ratio) in the SaaS sector proves crucial for companies
to understand their positioning compared to competitors and industry standards. Performing these compa-
risons allows organizations to identify key areas where their retention efforts are effective and areas where
efficiency improvements are needed, such as the customer onboarding process, to make the explanation
more concrete and address specific points.

A relevant aspect of these comparisons is that they provide a framework for analyzing how retention costs

impact long-term profitability. By having this framework, companies can assess whether they are spending
more or less on retention compared to their industry peers. This allows them to identify opportunities to ad-
just their strategies more effectively.

In addition, benchmarking provides them with valuable information on the actual effectiveness of their custo-
mer retention investments. Companies can analyze whether the resources invested translate into increased
customer retention and thus greater financial stability. In this way, companies can also discern whether their
costs are aligned with industry best practices or if they need to rethink some of their retention tactics.

This type of analysis is especially useful for understanding how retention efforts impact the sustainable
growth of the business. A CRC that remains within acceptable margins indicates that the company is achie-
ving a balance between investment and results, which is essential for long-term financial planning and re-
source optimization.

In addition, when a company falls below CRC benchmarks, it may be a sign that it is sacrificing the quality of
customer support or success resources, which could have negative effects on long-term customer satisfac-
tion and loyalty. It is critical to constantly evaluate this balance to ensure that the desired results are being
achieved without compromising the level of service.

On the other hand, benchmarking also fosters retention innovation by uncovering new strategies that leading
companies are using to keep their retention costs low without sacrificing service quality.

This translates into opportunities to adopt and adapt effective tactics that have already been proven by com-
petitors, reducing the risk of error and maximizing ROI. It also provides a competitive perspective that drives
companies to be more proactive and creative in their approach to retention.

Benchmarks and common references

In the SaaS sector, the CRC benchmarks tend to be between 5% and 15% of ARR (Annual Recurring Revenue),
depending on company size, level of product sophistication and type of customers served. Companies with
more complex products or longer adoption cycles tend to have a higher CRC due to the need for additional
services, such as support and training.

For example, companies that offer complex business management software require multiple training ses-
sions to ensure that their users can effectively use all the functionalities. This not only implies higher upfront
costs, but also an ongoing investment in customer support.

On the other hand, benchmarks may vary according to the maturity of the market in which the company ope-
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rates. The startups tend to have a higher CRC as they invest considerably in retention to establish a strong
customer base, which is critical to their survival in a competitive market.

This involves investing in resources such as proactive support, personalized onboarding campaigns and hi-
ghly accessible customer care to ensure that early adopters feel valued and supported.

These initial customers not only represent direct revenue, but are also critical for generating referrals and a
network effect that drives future growth, for example, by recommending the product on social networks or to
other businesses.

In contrast, more established companies seek to optimize and reduce these costs through the use of advan-
ced technologies and self-service processes. For example, they may use automation tools that allow them
to handle frequent queries efficiently, such as using artificial intelligence-based chatbots to answer common
questions or provide real-time help resources, such as ‘Intercom’ or ‘Zendesk'.

These companies have a history of data that helps them better understand what pain points they need to
address to improve the customer experience without unnecessarily increasing support costs.

The use of self-service platforms and quality educational content, such as online resource centers or regular
webinars, also allows them to reduce support costs while empowering users to solve their own problems.
This not only reduces the burden on the support team, but also improves the customer experience, who feel
they have more control over the use of the product.

Examples of average CRC and CRR percentages in the industry
Below are some examples of average CRC and CRR percentages in the SaaS industry, based on market re-
search and analysis of leading companies in the sector:

Type of Company Average CRC (%)  Average CRR (%)
Saas Startups 12% 18%
Mid-sized SaaS Companies 8% 15%
Established SaaS Companies 5% 10%

* SaaS startups: These companies tend to have an average CRC of 12%, reflecting the importance of
investing in retention services during the initial stages of growth, including intensive support and onboarding
programs.

In startups, CRC tends to be high due to the lack of economies of scale and the need to build strong relations-
hips from scratch, which often involves significant human resources and high technology costs to ensure the
best possible experience.

* Mid-size SaaS companies: They have an average CRM of 8%, as they begin to optimize their reten-
tion processes and resources, focusing on more efficient strategies without sacrificing the quality of custo-
mer service.
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These types of companies tend to leverage more advanced technologies and a more mature team structure
that allows them to strike a balance between cost and efficiency.

They can implement hybrid solutions that combine self-service resources with personalized attention,
allowing them to maintain high customer satisfaction while controlling costs.

* Established SaaS companies: For established companies, the average CRM tends to be 5%. These
companies tend to have found a balance in their retention and expansion strategies, maintaining customer
satisfaction without the need to invest excessively.

Large companies often have access to advanced technologies, artificial intelligence tools and large databa-
ses that allow them to predict customer behaviors and fine-tune their strategies.

In addition, their industry expertise allows them to implement highly optimized support processes, ensuring
that resources are allocated exactly where they are needed to maximize customer satisfaction and reduce
churn.

The CRR (Customer Renewal Cost Ratio) also shows variations by company type. Startups tend to have a
higher CRR due to high efforts to renew customers in a competitive environment, where the loss of one custo-
mer can have a considerable impact on total revenues.

On the other hand, more established companies manage to reduce their CRR by having more mature proces-
ses and loyal customers that require less investment to renew. This allows them to manage renewal costs
more effectively, focusing primarily on keeping existing customers satisfied through incremental and cons-
tant product improvements.

Performing accurate benchmarking allows companies to evaluate the effectiveness of their retention stra-
tegies against industry standards. If a company's CRC or CRR significantly exceeds its peer benchmarks, it
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could be a signal that it needs to review the efficiency of its processes or rethink its customer support and
success strategies

This could include conducting customer satisfaction surveys or analyzing support metrics toidentify problem
areas. In addition, comparing these metrics provides a clear perspective on whether retention efforts are ge-
nerating the expected results in terms ofcustomer satisfaction and loyalty.

Comparing these percentages with proprietary metrics helps RevOps leaders define clear goals and develop
more effective strategies to reduce costs without compromising service quality, thus ensuring sustainable
and profitable customer retention. In this way, benchmarking becomes not only an analytical tool, but also a
catalyst for continuous improvement and strategic growth, aligning retention goals with market expectations
and industry best practices.

In conclusion, benchmarking CRC and CRR in the SaaS sector is critical to ensure that retention strategies are
effective, efficient and aligned with market expectations. This analysis not only helps control costs, but also
allows companies to focus on creating real value for customers, which in turn fosters loyalty and sustained
growth.
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Success stories: HubSpot, Slack,
Zendesk, Dropbox

HubSpot:

Source: HubSpot's own photography.

HubSpot has implemented a retention strategy ba-
sed on constant education of their users. They uti-
lize resources such as the HubSpot Academy, which
offers free courses and certifications to customers,
which helps maximize the value users get from the
tool.

This ongoing training ensures that customers not
only understand the basic use of the tool, but also
develop advanced skills that allow them to take full
advantage of HubSpot's functionality. This not only
improves retention by empowering users, but also
creates brand ambassadors who share their positi-
ve experiences with others.

It extends the platform’s reputation through direct
recommendations. In addition, the HubSpot commu-
nity provides a space where users can share best
practices and resolve doubts among themselves,
which reinforces the sense of belonging and keeps
users more engaged with the platform.

Slack:

Source: Slack’s own photography.

Slack has focused on providing an intuitive user
experience and integration with other tools its cus-
tomers already use. By keeping the interface simple
and providing custom integrations, Slack makes it
easy for companies to adopt the platform quickly
and make it an essential tool for day-to-day colla-
boration.

In addition, its Customer Success team actively
works with companies to identify specific uses that
improve internal productivity, such as implementing
automated workflows that reduce manual tasks
and improving cross-departmental communication.

This personalized attention strengthens the bond
with the platform and fosters greater retention.
Slack has also invested in action buttons and
shortcuts, allowing users to operate functions quic-
kly without leaving the platform, optimizing team
efficiency and increasing user satisfaction.
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For example, shortcuts allow developers to quickly
send status updates or sales teams to log custo-
mer interactions without leaving the conversation,
saving time and significantly improving productivity.

Zendesk:

Source: Zendesk’s own photo.

Zendesk has placed a strong focus on delivering
exceptional customer support. The company uses a
tiered support system that handles simple queries
to complex problems, combining chatbots for basic
issues and specialized agents for more difficult
problems.

This strategy ensures that issues are resolved quic-
kly and in the most appropriate manner. In addition,
Zendesk conducts satisfaction surveys after every
support interaction, ensuring that customers receive
the attention they need and adjusting its processes
based on the feedback received, which improves
customer satisfaction and fosters loyalty.

The company has also created an extensive resour-
ce center and FAQs that customers can consult at
any time. This helps reduce support costs by giving
users the tools to troubleshoot issues themselves
before escalating to a human agent. This not only
improves the user experience, but also ensures that
support team resources are dedicated to the most
complex problems.

Dropbox:

Source: Dropbox’s own photograph.

Dropbox has implemented the gamification
approach to improve retention. An example of this
is its program that incentivizes users to complete
tasks, such as installing the app on multiple de-
vices, in exchange for getting more free storage
space.

This gamification strategy has shown clear results,
such as a 20% increase in retention of users who
participate in these activities compared to those
who do not.

Gamification also motivates users to explore and
use new features of the platform, which contributes
to a deeper and more frequent use of Dropbox. In
addition, Dropbox facilitates collaboration between
users through features such as real-time folder
sharing and file editing, which increases the inte-
gration of Dropbox into teams' work processes and
thus improves retention.

By becoming an essential tool for collaboration and
work sharing, Dropbox not only retains users, but
fosters a positive dependency cycle that results in
a lower churn rate. They have also implemented
initiatives such as family and group plans, which
promote adoption by larger groups, reducing acqui-
sition costs and improving long-term retention.
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Strategies used and their impact on the CRC
The companies mentioned have used different retention strategies that have had a significant impact on their
CRC:

* Education and training: HubSpot demonstrates how constant education can foster retention. Inves-
ting in customer training, through platforms like HubSpot Academy, allows users to get more value out of the
product, which translates into higher retention and a reduction in CRC by avoiding customer churn due to lack
of knowledge or misuse of the tool.

In addition, the creation of a learning community makes users feel that they always have a resource to turn to,
which decreases frustration and the likelihood of abandonment.

* User experience and personalization: Slack focuses on providing a highly intuitive user experience
and integrating with other essential tools for your customers. This not only facilitates adoption, but also crea-
tes a strong dependency on the tool, which increases retention.

Simplicity and customization help keep support costs under control, as users more easily find what they
need. Also, custom integrations make Slack the central hub for collaboration within organizations, elevating
its relevance to work teams and creating value that is hard to replace.

* Tiered support and satisfaction surveys: Zendesk combines the use of chatbots for frequently asked
questions with human agents for more complex issues. This tiered approach enables greater customer servi-
ce efficiency and reduces support costs.

In addition, continuous feedback through satisfaction surveys ensures that processes continually improve,
which keeps customers satisfied and reduces CRC by minimizing churn.

The presence of an accessible resource center complements this approach, ensuring that most simple que-
ries can be resolved without human intervention, which optimizes the use of support staff time and improves
service perception among customers.

* Gamification and collaboration: Dropbox has used gamification to motivate users to take actions
that benefit them and improve their experience on the platform. By encouraging collaboration and making
Dropbox an integral part of teams' workflow, retention is enhanced, and dependency on the service keeps
costs associated with new customer acquisition low.

This loyalty strategy increases retention of existing customers and, in turn, decreases CRC. In addition, the
promotion of group plans and features that facilitate real-time collaboration reinforce the product's useful-
ness to teams, making it less likely that an entire group of users will abandon the platform.

In summary, these companies exemplify how different retention strategies can have a positive impact on CRC.
Each approach is designed to optimize the customer experience, reduce support costs and maximize the va-
lue perceived by users, ultimately contributing to more efficient and profitable retention.

Strategies of user education and empowerment, such as those implemented by HubSpot, enable CRC re-
duction by reducing customer frustration and improving their product knowledge. The personalization of the
experience, highlighted by Slack, facilitates adoption and reduces the need for additional support, keeping the
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CRC low. Well-structured support, exemplified by Zendesk, ensures that resources are used efficiently, mini-
mizing support costs.

Finally, encouraging collaboration, as in the case of Dropbox, increases product dependency, which improves
retention and lowers acquisition costs. By implementing these tactics, SaaS companies can improve their re-
tention ratios, decrease retention costs and maintain sustainable growth in the competitive software market.
By implementing these tactics, SaaS companies can improve their retention rates, lower retention costs and
maintain sustainable growth in the competitive software market.
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Base, optimistic and conservative scenarios

When developing retention strategies and estimating the budget, it is crucial to consider different scenarios
to understand how changes in investment may affect the CRC and the overall efficiency of the business. Eva-
luating these scenarios allows you to anticipate the impact of different decisions, such as additional invest-
ments or resource reductions, on the bottom line and set clear expectations.

Three typical scenarios are described below: base, optimistic and conservative, each with its own implica-
tions and risks.

* Baseline scenario: This is the scenario that assumes the continuity of current retention investments,
without significant changes. In this context, retention results and related costs are expected to remain cons-
tant. This is a useful benchmark to compare how any adjustments might change CRC and other key perfor-
mance indicators.

By maintaining the same strategies and investment levels, the objective is to observe whether client reten-
tion stabilizes or shows any unexpected fluctuations. This scenario provides a solid baseline to evaluate the
effectiveness of new investments or potential cutbacks.

* Optimistic scenario: This scenario contemplates an increase in investment in retention strategies,
such as hiring more customer success staff or implementing new automation tools to improve the customer
experience.

The expectation in this scenario is that retention will increase significantly, which would reduce CRC in the
medium term by reducing customer churn. For example, investing in more personalized engagement pro-
grams, such as a series of customer-only workshops or customized onboarding campaigns, could increase
retention by 10%, thereby improving cost efficiency.

In addition, this approach often includes improvements in customer communications, such as the use of ar-
tificial intelligence to provide quick and personalized responses, and loyalty programs that reward customers
for their loyalty. The ultimate goal is not only to keep customers satisfied, but also to turn them into active
brand advocates.

* Conservative scenario: In this scenario, some retention investments are cut in order to reduce costs.
For example, decreasing the size of the support team or reducing the frequency of engagement campaigns
could reduce expenses, but carries the risk that this will negatively affect customer retention, increasing CRC.
This scenario is useful for analyzing the risks associated with cost reduction decisions and determining whe-
ther the potential savings justify the potential increase in customer churn.

In addition, the conservative scenario may also include the elimination of certain lesser-used functionalities
or the reduction of additional services that might be considered non-critical. The key is to find a balance in
which costs are reduced without overly compromising service quality or customer satisfaction.

Impact of adjustments on the CRC

Adjustments made in any of these scenarios have a direct impact on the CRC and the operational efficiency of
the business. It is critical to measure how these decisions impact retention efficiency and the overall cost of
retaining customers.

Increasing investment in retentionmay initially imply a higher cost, but if this leads to greater customer re-
tention, the CRC will eventually decrease, since the costs of acquiring new customers are usually higher than
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those of retaining existing ones. Conversely, re-
ductions in investment could lead to an increase in
CRC. This happens if the churn rate increases due
to lower quality of support or engagement.

The right choice of scenario depends on several
factors, including the company's objectives, current
financial situation and potential ROl on retention
activities. A detailed analysis of these scenarios
allows RevOps and Finance leaders to make more
informed decisions on how to adjust their retention
budget to strike the right balance between costs
and results.

To facilitate this choice, it is also useful to pilot test
certain strategies on a small scale before commit-
ting significant resources, allowing real benefits to
be assessed against costs in a controlled manner.

Comparative graphs and their interpretation
The use of comparative charts makes it easy to
visualize the impact of different scenarios on CRC
and overall customer retention. These charts are a
powerful tool for clearly communicating how diffe-
rent strategies affect costs and retention efficiency.
This clear communication especially benefits the
finance team and stakeholders who need to un-

derstand the financial impact of strategic decisions.

Below are some examples of graphs useful in the
analysis of these scenarios:

* Bar chart: allows you to compare the costs
and benefits of each scenario (baseline, optimistic,
conservative) in terms of investment and retention
obtained. Bar charts are ideal for visualizing direct
comparisons between different levels of investment
and how these investments affect retention and
CRC.

For example, a bar chart can clearly show how a
20% increase in investment can reduce CRC by 15%,
which helps justify further investment in the custo-
mer success team or new technologies.

Comparison of Investment and Retention by Scenario

120 —

100 —f

80 —

60 —

Costs and Benefits

a0 —]

Base Optimistic Coservative
Scenarios

Scenarios
[ Investment

M Retention Achieved
Source: Own elaboration by HML

* Line chart: It shows how the CRC changes
over time in each scenario, allowing you to identify
trends and critical points where the cost begins to
decrease or increase. This type of graph is especia-
lly useful for visualizing how investment decisions
affect the long term.

For example, it can illustrate how a higher initial in-
vestment has a sustained positive impact over time,
or how underinvestment leads to a gradual increase
in retention costs due to increased customer churn.

Source: Own elaboration by HML
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* Pie chart: Break down the CRC compo-
nents in each scenario to clearly identify which
areas have the greatest impact on total cost. A
pie chart can show, for example, how customer
support, engagement campaigns and technology
tools contribute to the total CRC. In this way, it can
be determined which areas require restructuring to
improve efficiency. This detailed analysis allows
managers to identify the most significant cost
components and focus efforts on optimizing them.

20%

15%

30%

[ Marketing
B Loyalty Programs

B Others

B Automation
B Support

Source: Own elaboration by HML

The interpretation of these graphs allows identi-
fying which scenario maximizes retention at the
lowest possible cost, helping decision makers to
justify their customer retention investment strate-
gies. In addition, graphs allow effectively visualizing
the differences between scenarios and facilitating

>

analysis to make decisionsbased on concrete,
quantifiable data.

Such a visual approach is key to ensuring that
everyone involved understands the financial impact
of different retention strategies, supporting a more
informed and efficient planning process.

By using charts and other visual tools, strategic re-
tention budget decisions can be clearly communi-
cated to all stakeholders, from the operational team
to senior management, ensuring that decisions
made are understood and supported at the organi-
zational level.

In addition to using graphs, it is helpful to docu-
ment the assumptions and assumptions behind
each scenario to provide a complete context for
interpreting the results. In this way, you can better
understand the factors influencing the CRC and
how specific decisions affect these outcomes over
time.

This documentation also allows scenarios to be
adjusted as new data becomes available or market
conditions change, ensuring that the retention stra-
tegy is always aligned with current business needs.
For example, new data on changes in customer
behavior or variations in churn rates may require a
revision of engagement strategies to adapt to these
conditions.

In the end, scenario analysis and the use of visual
tools not only facilitate better decision making, but
also strengthen internal communication about the
importance of customer retention and its direct
impact on business profitability.
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Relevant KPIs to justify investment in retention

To justify the investment in retention to senior management, it is essential to support strategies with Key Per-
formance Indicators (KPIs) that demonstrate the impact of investments on the overall health of the business.
These indicators are critical not only to measure the success of implemented actions, but also to establish
clear and measurable objectives that align teams with corporate goals.

The KPlIs also allow evaluating the effectiveness of strategies in real time, adjusting quickly in case of devia-
tions. Accurately measuring these indicators helps provide transparency and justify key resource allocation
decisions, ensuring better alignment between business areas and company objectives.

Some of the most relevant KPIs include:

KPI Description Importance
Customer Indicates the percentage of customers that the It helps to quantify the success of retention
retention rate company retains during a given period. A high investments and compare with the industry

retention rate is a sign of effective engagement and average to assess the company's

support strategies. Can be broken down by specific competitiveness.

segments to identify areas for improvement or Segmentation also provides detailed insight to
success. tailor actions to particular needs.

Retention rate can also be used to identify long-
term trends and better plan future strategies.

Customer Shows how much value a customer generates during | It allows determining the return on retention
Lifetime Value their relationship with the company. An increase in campaigns and prioritizing initiatives with greater
CLTV means that customers not only stay longer, but | impact on customer value.

(CLTV) also consume more products or services. A high CLTV reflects the success of retention
efforts and encourages the adoption of strategies
focused on expanding the business relationship.
A well-managed CLTV also provides a solid view
to evaluate the company's performance and how
retention initiatives contribute to long-term
revenue growth.

Net Revenue Measures retained revenue from existing customers, | It is relevant for assessing the ability to maximize

Retention Rate including cross-selling and upselling. An NRR above | the value of existing customers without relying on

100% indicates that customers generate more acquisition alone.
(N RR) revenue over time, even after churn. Comparison with industry standards provides a

clear view of strategic effectiveness.

Likewise, a high NRR suggests strong customer
satisfaction and ongoing opportunities for
revenue expansion.

The effectiveness of the retention strategy is
clearly reflected in the NRR, making it an essential
indicator of success and business health.
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Profitability arguments and competitive benchmarking

To convince senior management of the importance of investing in customer retention, it is critical to present
a clear, data-backed business case. Investing in retention may seem like a short-term expense, but when you
show how it impacts the overall value of the company, the return on investment becomes clear.

In addition, it can underscore how the stability of recurring revenue improves cash flow predictability and
strengthens the competitive position. Key profitability arguments include:

* Cost of acquisition versus cost of retention: Acquiring new customers is usually considerably more
expensive than retaining existing ones. By demonstrating that customer acquisition cost (CAC) is 5 to 7 times
higher than retention cost, an allocation of resources that prioritizes retention can be justified.

Profitability is increased by reducing the total CAC while maximizing the revenue generated by each custo-
mer retained. A clear example of a company that has successfully implemented this strategy is the reduction
of CAC through the optimization of its loyalty programs, achieving positive results in both retention and new
referrals.

Showing a direct comparison of how investment in retention has reduced overall new customer acquisition
costs can provide greater clarity to senior management.

* Improved profitability margin: A customer retained longer contributes directly to the company's
profitability margin. An analysis showing how a 5% increase in retention can lead to a 25% to 95% increase in
profits, as indicated by industry studies, provides quantifiable insight into the positive effects of a solid reten-
tion strategy.

In addition, this data can be compared to competitive figures to demonstrate how the company is favorably
positioned compared to other players in the market. Showing how improved retention improves profitability
margins is an effective way to justify the investment to senior management, as it provides evidence of the
positive effect on the bottom line.

By illustrating success stories and detailed profit growth projections, the importance of these strategies to
business stability and growth can be reinforced.

* Brand equity and word-of-mouth recommendation: Satisfied customers are the best brand promo-
ters. Showing how a high retention rate translates into increased referrals and increased attraction of new
customers at no additional acquisition cost is key to justifying your retention budget.

Comparing metrics such as Net Promoter Score (NPS)with those of competitors can also provide valuable
insight into the impact of retention on brand perception.

Por ejemplo, un NPS alto puede ser un indicativo de una experiencia del cliente sobresaliente, lo cual es cru-
cial para el crecimiento sostenido mediante referencias directas de los clientes actuales.

Cuando se incluye un analisis del impacto en la reputacion de la marca y en las métricas de crecimiento a
través de recomendaciones, se refuerza el argumento a favor de una inversion robusta en retencion.

Sample pr esentation to senior management

An effective presentation to senior management should be structured to clearly communicate the positive
impact of retention and provide data to support the proposed decisions.

The following is an example of how to structure such a presentation:
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Introduction: The importance of customer re-
tention in SaaS

* Brief explanation of the recurring revenue
model and how customer retention plays a crucial
role in business sustainability.

* Quick comparison of the cost of acquisi-
tion versus the cost of retention, with emphasis on
how these costs affect long-term profitability.

* Presentation of industry studies showing
how companies with high retention rates tend to
outperform their competitors in terms of growth
and financial stability.

Retention KPIs and their financial impact

* Show key KPIs: retention rate, CLTV and
NRR.

* Use graphs to show retention trends over
the past few years, highlighting growth moments
and the effects of previous initiatives.

* Compare KPIs with industry benchmarks
to position the company in the competitive context,
highlighting strengths and opportunities for impro-
vement.

* Include simulations that demonstrate how
an increase in CLTV can influence profitability over
time.

Profitability arguments

* Breakdown of how a 5% increase in re-
tention can translate into a significant increase in
profitability.

* Comparison of CAC to the cost of reten-
tion and how this affects profit margins, with spe-
cific examples of other companies that have mana-
ged to reduce CAC through improved retention.

* Show examples of leading companies in

>

the industry that have improved their margins by in-
vesting in retention, including the financial impacts
they achieved through these strategies.

* Analyze how improvements in retention
also lead to greater financial predictability, which
facilitates long-term strategic planning.

Success stories and best practices

* Present examples of retention strategies
that have yielded positive results, both in-house
and with competitors. These examples may include
personalized email campaigns, loyalty programs or
the use of chatbots to solve problems efficiently.

* Explain how the implementation of perso-
nalized engagement programs and the use of auto-
mation tools have improved retention. For example,
Slack has used personalized in-app notifications to
improve user retention.

* Include details on how companies such as
Dropbox and Zendesk have optimized their onboar-
ding processes to increase retention and reduce
churn early in the customer lifecycle.

Proposed action plan

* Detail the specific investments being
requested (e.g., automation tools, expansion of the
customer success team).

* Show a financial projection of how these
investments will impact retention KPlIs and profita-
bility margin, using financial charts that make the
projected ROl visible.

* Include an implementation timeline and
expected goals, to provide a clear vision of key mi-
lestones and timelines needed to achieve
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Customer retention is an ongoing process that requires constant monitoring and regular adjustments to opti-
mize the associated costs and maximize its positive impact on the business.

Below are several key approaches that help maintain an effective retention strategy that is adapted to the
changing needs of the market.

Quarterly monitoring and adjustments

To ensure that the Customer Retention Cost (CRC) is maintained at optimal levels, it is essential to conduct
regular quarterly reviews. During these reviews, previously defined KPIs, such as retention rate, CLTV (Cus-
tomer Lifetime Value), and NRR (Net Revenue Retention), are evaluated in order to identify deviations from
targets.

Subsequently, informed decisions are made on the necessary adjustments to optimize results. These regular
assessments allow retention strategies to be adjusted and adapted as new trends emerge or specific challen-
ges arise.

 Evaluating the impact of retention strategies: Each quarter, it is imperative to rigorously analyze how
retention initiatives have impacted key performance indicators. This involves reviewing in detail which tactics
have proven to be effective and which require improvement or adjustment to achieve the proposed objectives.
In addition, it is useful to make historical comparisons to observe the evolution of impact over time and make
decisions based on objective data.

* Incorporation of qualitative and quantitative feedback: During quarterly adjustments, feedback
gathered from sales, marketing and customer support teams, as well as from customers themselves, should
be considered. This feedback, whether quantitative (such as surveys) or qualitative (open-ended comments),
provides valuable information about which areas are working well and which areas need improvement.

For example, if customers express satisfaction with technical support, it would be prudent to reinforce this
aspect to strengthen retention and further improve the customer experience.

* Resource adjustment and strategic alignment: Quarterly monitoring also provides an opportunity to
adjust the resources allocated to retention initiatives. This could involve reallocating budgets to tactics that
have proven to be more efficient or modifying strategies that have not achieved the expected result. Align-
ment between business areas, such as marketing, product and sales, is essential to optimize the effective-
ness of retention efforts and maximize ROI.

Use of NPS and customer feedback as indicators.

The Net Promoter Score (NPS) is a crucial tool for measuring customer satisfaction and willingness to re-
commend the company. For example, companies like Slack have shown a high NPS, which has significantly
benefited their customer retention by increasing organic recommendations and loyalty, thus achieving greater
stability in recurring revenue.

A high NPS not only indicates a positive customer experience, but also suggests a higher potential for reten-
tion and organic recommendation, factors that directly impact CRC.

* Periodic collection and analysis of NPS: Conducting NPS surveys on a regular basis, either quarterly
or semi-annually, provides insight into how customer perceptions of the company and their level of satis-
faction are evolving. This information is vital to identify changes in perception and implement improvements
before these changes negatively affect retention.
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* Complement NPS with qualitative fee-
dback: In addition to NPS, it is valuable to obtain
more detailed feedback on the specific aspects that
customers find most valuable and areas where they
believe there is room for improvement. Open-ended
questions included in surveys can provide quali-
tative insights that complement the NPS data. For
example, if it is identified that customers highly
value the speed of response from the support team,
this area can be strengthened to ensure even higher
levels of satisfaction.

* Expanding the use of satisfaction metrics:
Beyond NPS, other customer satisfaction metrics
should also be incorporated, such as scores obtai-
ned after specific interactions with technical su-
pport or evaluation of product functionality. These
additional metrics provide a holistic view of streng-
ths and areas requiring further attention, and allow
you to build a customized action plan to improve
retention.

Real-time automation and tracking

Automation and real-time tracking are essential to
keep retention costs under control while improving
the customer experience. Implementing automated
solutions not only reduces manual effort, but also
ensures that retention actions are carried out in a
consistent, timely and personalized manner.

* Automation of repetitive and proactive
processes: Many retention-oriented activities, such
as post-sales follow-up, sending satisfaction sur-
veys or engagement through personalized emails,
can be automated. This ensures constant and
relevant communication with customers, without
overloading the customer success team.

* Automation enables actions to be taken
at the right time, such as sending personalized
welcome emails or following up on the customer
experience after a key interaction. This generates a
constant connection and fosters customer engage-
ment with the brand.

* Alerts and proactive tracking of customer
behavior: Implementing automatic alert systems
that are triggered when certain indicators deviate
below a certain threshold (e.g., a decrease in pro-

>

duct usage frequency or an increase in support
interactions) is a powerful tool for retention.

These alerts allow customer success teams to act
proactively before an issue becomes a reason for
the customer to cancel their subscription. Proactive
monitoring can also include creating targeted cam-
paigns for those users who show early signs of risk,
offering personalized promotions or educational
content that encourages greater product usage.

* Real-time data visualization and analy-
sis: Using real-time dashboards to visualize key
retention-related metrics enables teams to identify
patterns and trends as they occur. Tools such as in-
teractive dashboards provide a centralized view of
essential KPIs, making it easier to make decisions
based on up-to-date data and allow adjustments to
be made quickly.

This ability to react in real time is critical to keeping
CRC under control and ensuring that retention stra-
tegies adapt dynamically to changes in customer
behavior.

* Improved customer experience through
automation: Automating customer segmentation to
deliver personalized content also plays a key role in
improving the experience. Using artificial intelligen-
ce and machine learning algorithms, it is possible
to segment customers based on their behavior and
preferences to send targeted messages that reso-
nate with their specific needs.

This not only contributes to a higher level of satis-
faction, but also facilitates retention by creating a
more relevant and engaging experience for each
customer.

Integration of automation and communication tools
To ensure maximum retention effectiveness, com-
panies should integrate different automation tools
and communication platforms to efficiently manage
the customer lifecycle, such as HubSpot or Sales-
force.
Some best practices include:

* CRM integration and engagement platfor-
ms: Using a CRM that is integrated with marketing
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automation platforms and communication tools facilitates consistent customer management. These platfor-
ms allow you to personalize interaction based on data collected throughout the customer's relationship with
the company, resulting in more timely and relevant communications.

* Chatbots and automated assistance: Implementing chatbots on the website and support platforms
allows the most common queries to be resolved immediately, offering real-time assistance and freeing the
support team to handle more complex queries. Chatbots can also be used to send proactive notifications,
such as renewal reminders or suggestions on how to improve the product experience.

* Continuous measurement of effectiveness: Regularly evaluating the effectiveness of implemented
automation tools is crucial to ensure alignment with retention goals. This includes monitoring response time,
quality of automated interactions and customer satisfaction with those interactions. Adjusting and optimi-
zing tools based on the feedback received ensures that automations deliver real value and contribute to lower
retention costs.

In short, continuous CRC optimization relies not only on periodic adjustments and metrics analysis, but also
on leveraging advanced technologies to automate processes and proactively track them in real time. By
integrating these elements, a dynamic, efficient retention strategy aligned with changing customer needs is
achieved, resulting in sustainable growth for the company.
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The Lifetime Customer Value (LTV) is a way to measure how much money a customer will bring in for the en-
tire time they use our product. Understanding how the Customer Retention Cost (CRC) affects the LTV is very
important to make sure that the SaaS business is profitable and sustainable in the long run.

If we can make the LTV high, it means we can get more money from each customer, which justifies the money
we spend on keeping those customers.

Relationship between CRC and LTV

The relationship between CRC and LTV is important to know if the efforts to keep customers are worthwhile.
LTV must be much higher than CRC for the company to be profitable and to continue to grow. If we spend little
on keeping customers (an efficient CRC), then the value of those customers (LTV) will be higher, because we
are retaining them without spending too much. This helps to have more financial stability for the company.

If the CRC is high, the value that a customer brings us (LTV) may not be enough to cover what we spend on
retaining them. In other words, we are spending more money than we are receiving in return. On the other
hand, a well-managed CRC allows us to keep customers with less expense, and that improves LTV because
customers stay longer. The key is to find a good balance between what we spend on retention and the value
we get from customers, without wasting resources.

For SaaS companies, it is very important to calculate and improve CRC and LTV so that revenue is sustaina-
ble. Having a low CRC while increasing revenue through LTV means that we are doing things efficiently and
profitably. Moreover, maximizing LTV is not only about keeping customers, but also about increasing their
value with additional up-selling and cross-selling, all with controlled costs.

Comparison of CRC components per scenario

Source: Own elaboration by HML
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The radar chart illustrates how the main components of the CRC (Customer Support, Engagement Campaig-
ns, Technology Tools and Other Costs) vary in three key scenarios: Base, Optimized and Inefficient.

* Base scenario: Represents a typical distribution, with 40% of costs going to Customer Support. Te-
chnology tools have a lower weight (20%), indicating possible opportunities to improve efficiency.

* Optimized scenario: Here we see a more even balance, with higher investment in Technology tools
(25%) and Other costs (25%), while Customer Support is reduced to 30%, showing a more efficient distribu-
tion.

* Inefficient scenario: In this case, Customer Support dominates with 50%, while Other costs drop
drastically to 5%, evidencing an unbalanced management of resources.
This analysis makes it possible to identify the areas that concentrate the highest costs and could benefit
from restructuring. For example, in the Optimized Scenario, the balanced investment in technological tools
and engagement campaigns suggests a more efficient use of resources, which can contribute to reducing the
total CRC without compromising the quality of service.

Strategies to maximize LTV through an efficient CRC.

To maximize LTV with an efficient CRC, strategies must be implemented that reduce retention costs without
affecting service quality or customer satisfaction.

Some important strategies are:

* Automating retention processes: Using tools that automate repetitive tasks, such as follow-up after
a sale and personalized campaigns, helps reduce costs and maintains constant and relevant communication
with customers. Automation allows you to send personalized messages at the right time, making customers
have a better experience and stay longer.

* Customer service optimization: Investing in a good customer service system, which solves pro-
blems quickly, improves customer satisfaction and increases LTV. An example would be using chatbots to
solve simple problems quickly, leaving the human team free to handle more complicated issues. Having a
well-trained support team also improves the customer experience, increasing customer loyalty and reducing
costs in the long run.

Retention strategies

Strategy Implementation CRC LTV
Cost (€) Reduction (€) Increase (€)
1 Automation 100 -50 200
2 Customer Service 150 -30 250
Optimization
3 Loyalty Programs 80 -20 180
4  Customer Segmentation 120 =40 220
5  Churn Prevention 10 -35 210

The following table summarizes the cost of implementing various retention strategies and their benefits in
reducing CRC and increasing LTV. This analysis allows you to prioritize which strategies can be most effective
in maximizing customer value with efficient use of resources.
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* Loyalty and value-added programs: Creating loyalty programs that reward loyal customers, such as
discounts or exclusive content, helps retain them without spending a lot. These programs increase customer
satisfaction and engagement, which makes them stay longer. They can also differentiate the company from
the competition, creating unique added value.

* Customer segmentation and personalization: Personalizing the experience for different types of
customers and tailoring retention strategies helps customers feel more valued. Using data on how they beha-
ve to offer personalized recommendations can improve customer satisfaction, reduce CRC and increase LTV.
In addition, segmentation allows you to focus resources on the most valuable customers, ensuring that reten-
tion investments are made where they will generate the most revenue.

* Proactive churn prevention: Detecting early signs of dissatisfaction or low interaction with the
product allows you to act before the customer decides to leave. Providing additional assistance or customi-
zing support according to customer needs helps to maintain customer engagement and maximize LTV. Using
tools that analyze customer behavior and detect risks allows you to react quickly and address issues before
the customer churns.

Example of impact calculation

Let's look at an example to understand the relationship between CRC and LTV:

A SaaS company has an CRC annual CRC of €500 per customer and estimates that each customer contribu-
tes an LTV of €3,000 over their time with the company. In this case, the

LTV/CRC ratio would be:

This means that for every euro we spend on retaining a customer, we get six euros in revenue. This ratio is
positive and shows that retention strategies are profitable. A high LTV/CRC ratio indicates that we are retai-
ning customers efficiently, which is essential for company growth.

Now let's look at another scenario where the CRC increases to 800 euros per customer, but the LTV is still
3,000 euros:

In this case, the ratio decreases, indicating that the cost of retaining customers is becoming less efficient
and that profitability is declining. This suggests that we should review our retention strategies to reduce CRC
without compromising service quality. It may be necessary to find ways to reduce costs, such as improving
automation or adjusting loyalty programs.

On the other hand, if the company manages to reduce CRC to €400 per customer and, at the same time, in-
crease LTV to €3,500 thanks to product improvements and increased customer satisfaction, the calculation
would be:
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LTV/CRC ratios in scenarios

Scenario CRC (€) LTV (€) LTV/CRC Ratio
1 Base 500 3000 6.0
2 Optimized 400 3500 8.75
3 Inefficient 800 3000 375

The following table presents the LTV/CRC ratios calculated in different scenarios, showing how variations in
the CRC and LTV affect the company's profitability. This allows to visualize the results clearly before analyzing

the corresponding graphs.

Comparison of LTV/CRC Ratios in Different Scenarios

LTV/CRC Ratio

Base Optimized Inefficient
Scenarios

Source: Own elaboration by HML

This graph compares the LTV/CRC ratios calculated in different scenarios. It can be seen how a lower CRC
and a higher LTV improve the ratio, demonstrating the importance of optimizing retention costs and increa-
sing the value obtained from customers. In the optimized scenario, the company achieves a ratio of 8.75,
which represents a significant improvement compared to the base scenario (6.00). The inefficient scenario,
with a ratio of 3.75, suggests that retention costs are high relative to customer value, which requires re-

viewing and adjusting retention strategies.
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This analysis demonstrates that by reducing CRC and increasing LTV, the company not only becomes more
profitable, but also strengthens its market position. Optimizing customer retention and efficiently managing
CRC are key steps to maximize long-term value and ensure business sustainability.

Conclusion

The impact of CRC on LTV is critical to the profitability and long-term success of a SaaS company. Keeping
CRC under control and ensuring that LTV continues to grow is essential for healthy and sustainable growth.
Applying efficient retention, automation and personalization strategies enables companies to maximize the
value of each customer throughout their time with the company, generating a positive return on retention
investment and building a solid foundation for continued growth.

These strategies also help identify the highest-value customers, increasing the positive impact on revenue
and reducing the risk of them leaving. By always focusing on making CRC more efficient and increasing LTV,
SaaS companies can establish a solid foundation for growth and success in a competitive market.
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Calculating customer Retention Cost (CRC) and Customer Renewal Cost (CRR) can be complicated due to
several common challenges. It is critical to understand these challenges in order to calculate these metrics
accurately and ensure they are used effectively to support the business growth strategy.

Identifying shared costs and their allocation

One of the most common challenges when calculating CRC and CRR is identifying costs that are shared
between different activities and allocating them correctly. Customer SuccessCustomer Success teams, for
example, often perform both retention tasks and expansion tasks (such as upselling and cross-selling). De-
termining which part of their activities contributes to retention and which to expansion can be complex and
unclear.

To allocate these costs fairly and accurately, a good practice is to conduct internal surveys or interviews with
team members to find out how they allocate their time between retention and expansion activities.

For example, some questions might include: What percentage of your weekly time do you spend on retention
versus expansion activities?, or What are the specific tasks you perform for retention and how much time
does each take?. Estimates based on results and performance achieved can also be used, although these
estimates may not always be perfect.

The key is to have a consistent and standardized methodology for cost allocation so that it can be explained
and justified to senior management and other stakeholders.

Another alternative to improve accuracy in allocating shared costs is the use of time tracking software, such
as Toggl or Clockify, which allows employees to document how much time they spend on each activity. This

approach can be useful to get a more quantifiable view of the proportion of tasks that are related to retention
versus those linked to customer expansion. In this way, a much more objective cost allocation can be achie-
ved that is less subject to assumptions.

Inclusion of overhead and example solutions

Another important challenge is deciding whether or not to include indirect expenses, such as infrastructure
costs, technical support or the development of new features that benefit all customers. These expenses are
not always easy to allocate specifically to customer retention or renewal, as they have a broader impact on

the entire operation.

To address this problem, some companies choose to include only those costs that are directly related to
retention teams and activities, excluding those that do not have a direct link. However, other companies prefer
to allocate a proportionate share of indirect costs, especially if these activities improve the overall customer
experience.

A good practice in these cases is to clearly define which expenses will be included in the CRC calculation and
be consistent with this definition over time.

For example, customer support costs could be included as they have a direct impact on retention, while
general infrastructure development costs could be excluded if they are not directly related to the customer
experience. This allows for more accurate, year-over-year comparisons and to observe progress in retention
efficiency.
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For example, infrastructure costs could be allocated at a specific percentage, such as 20% to CRC, as they
also play an important role in supporting the customer experience and therefore contribute to customer re-
tention. Although this allocation may make the calculation more complex, at the same time it makes it more
realistic and aligned with the operational reality of the business.

Calculation of the impact of each expense on withholdings

Expense Category cost(€)  Impact on Retention (%) Notes

Customer Support 2 5,000 50% Direct Retention
Customer Success 2 | 0,000 30% After-sales follow-up
Marketing 15,000 15% Loyalty campaigns
Automation 5 ,000 5 % Chatbots and CRM tools

This table allows you to visualize how each category of spend contributes directly to customer retention, faci-
litating strategic decisions on where to focus resources. In Excel, the calculations can be automated to adjust
the percentages according to the results obtained.

Another strategy to address this challenge is the use of Activity-Based Costing (ABC) models, a method that
assigns costs to specific activities based on actual resource consumption. This helps to identify more preci-
sely which activities are responsible for costs, facilitating better cost management and optimization.

The use of the ABC model allows a better allocation of indirect costs, based on the resource consumption

of each activity. This approach helps to better define which activities generate value for retention and which
have a lower impact, facilitating a more accurate calculation of the CRC.

Source: Own elaboration by HML

The chart shows how the ABC model distributes overhead costs among specific activities and products, faci-
litating a more realistic and accurate calculation of CRC.
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How to handle the lack of standard benchmarks

The lack of standard benchmarks in the SaaS sector is another major challenge when calculating CRC and
CRR. Not all companies calculate these metrics in the same way, making it difficult to compare results with
those of other companies. In addition, there are important differences in business models, customer types, re-
tention strategies and approach to expansion, which can result in very different CRC and CRR values.

To manage this problem, it is recommended to focus on internal benchmarking, such as comparing key me-
trics like CRC and CRR over time to assess performance. A SaaS company could implement internal bench-
marking by analyzing changes in customer retention on a quarterly basis and adjusting support and customer
success strategies based on the results.

Internal data collection: CRC, CRR and other relevant metrics.

Analysis of historical metrics: Evaluate quarterly or annual changes.

Identification of trends and areas for improvement: Determine what needs attention.

Designing improvement strategies: Implementing changes in customer support and retention.

Monitoring and adjustment of strategies: Evaluate the results obtained.

Source: Own elaboration by HML

The chart illustrates the key steps in implementing internal benchmarking, from data collection to strategy
monitoring. This approach helps to identify areas for improvement and verify whether the implemented initia-
tives are generating the expected impact.

In this way, it is possible to identify areas for improvement and determine whether the initiatives implemen-
ted are generating the expected impact. This approach makes it possible to identify trends and verify whether
retention strategies are improving year over year. Although external benchmarks can be useful, it is important
to have a good understanding of the differences in calculation methodology before making direct compari-
sons.

Another valuable practice is to create a benchmark group with companies that have a similar business model,
and try to share information on how these indicators are calculated. While it is not always possible to obtain
accurate data from competitors, there are many Saa$S industry associations that publish reports and studies
that can be helpful in setting targets and determining what CRC and CRR levels are reasonable.

An additional approach could be to implement shared metrics dashboards in industry communities. Some
platforms allow SaaS companies to anonymously share their metrics, providing comparative data without
compromising confidential information. These initiatives can help establish more consistent benchmarks and
create valuable references for the entire industry.

Finally, developing custom metrics that are tailored to specific company objectives can help address the
lack of standard benchmarks. Some elements of the CRC and CRR may need to be adjusted to align with the
unique characteristics of the company, and this can be done by setting goals and comparing internal perfor-
mance over time.
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Conclusion

Calculating CRC and CRR presents several challenges, particularly in terms of allocating shared costs, in-
cluding overhead, and the lack of standard benchmarks. However, by overcoming these hurdles, companies
can gain a much clearer and more accurate picture of the efficiency of their customer retention and renewal
efforts. With a consistent methodology and a focus on continuous improvement, calculating these metrics
becomes a powerful tool for long-term growth and profitability.

It is important for SaaS companies to adopt flexible and creative approaches to overcome these challenges,
as understanding the dynamics of CRC and CRR has a direct impact on a company's ability to optimize reve-
nue and achieve sustainable growth. With proper analysis and accurate cost allocation, retention and renewal
metrics can be used not only as a reflection of operational efficiency, but also as a strategic guide to identify
areas for improvement and direct investments to where they will generate the greatest possible value.
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Support process automation and customer success.

Automation automation is a powerful tool for reducing CRC, as it lowers operational costs without sacrificing
customer service quality. Implementing automation tools, such as chatbots and ticket management systems,
allows you to handle customer inquiries efficiently, which decreases the support team's workload and impro-
ves responsiveness.

In addition, automating repetitive processes frees up staff time, which can be devoted to more strategic acti-
vities aimed at improving the customer experience.

A practical example is the use of chatbots to solve frequently asked questions or basic problems. This not
only reduces the costs associated with human support, but also provides a faster and more efficient expe-
rience for users.
Other examples of automation that can have a significant impact include:

* Virtual assistants: Using virtual assistants that can handle more complex requests, providing perso-
nalized responses based on the customer's history.

* Follow-up email automation: Set up automated emails to follow up on support inquiries, ensuring
that the customer feels supported throughout the process.

* Interactive Voice Response (IVR): Implement advanced IVR systems to automatically route custo-
mer calls to the most qualified agents, reducing wait times and improving support efficiency.
Customer success management platforms also help automate the tracking of customer interactions, ensu-
ring that no customer is left unattended and optimizing the retention process. Other examples include:

» Automatic alerts: Set up automatic alerts so that customer success managers receive notifications
when a customer needs additional attention, enabling proactive interventions before problems escalate.

* Sentiment analysis tools: Use sentiment analysis tools to automatically identify dissatisfied custo-
mers and take action before they decide to cancel service.
Loyalty and proactive retention strategies.
The loyalty strategies are critical to managing and reducing CRC. Rather than waiting for problems to arise,
proactive retention strategies seek to identify and address potential customer concerns before they decide to
abandon service.

This is achieved by using data to anticipate when a customer might be about to churn and acting in advance,
whether by offering a personalized discount, a follow-up call or providing an additional incentive.

The personalization of the customer experience plays a crucial role in loyalty. Tools such as automated mar-
keting platforms allow you to segment customers and offer them content that is relevant and specific to their
needs.

For example, if a customer is not using a specific product feature, a personalized tutorial could be sent to
them to incentivize its use, highlighting the specific benefits of that functionality and providing practical
examples of how to use it for maximum value.
Examples of how to implement this include:

* Video tutorial: Send a step-by-step video showing how to use the feature, explaining its key benefits
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in a visual and easy-to-understand way.

* Live demo session: Offer a live demo session with a specialist to guide the customer through the

use of the feature and answer questions in real time.

* Use case email: Send an email with examples of how other customers are using the feature suc-

cessfully, showing the positive impact on their operations.

* Interactive checklist: Provide an interactive checklist to help the customer ensure they are using the
feature effectively, highlighting key steps and benefits.

This not only improves retention by increasing customer satisfaction, but also increases the perceived value

of the service, as the customer feels they are receiving personalized attention and support to get the most out

of the product.

Examples of cost reduction without affecting quality
To manage and reduce CRC without sacrificing customer service quality, it is essential to implement well-de-
signed strategies to optimize resources and improve operational efficiency.

Below is a comparative table with some of the most effective strategies that can be implemented to reduce

retention costs, accompanied by practical examples and their impact on CRC.

Strategy Description Practical example Impact on CRC

Human Train the team to handle . . Reduced contact time
. Specialized training .

Resources problems efficiently and and lower operating

. for support.
Optimization reduce repeated contacts. costs.
Self-hel Implement articles and .

P Pie Decrease in the cost of
Resource tutorials for customers to Dropbox help center.
. human support.

Centers solve problems on their own.

Technological

Adoption of scalable cloud

On-demand cloud

Lower maintenance costs

Analytics Tools

problems and propose
solutions before they occur.

to anticipate common
problems.

Infrastructure solutions. services. and greater flexibility.
Use of analytics to .
. .. y Implementation of Al | Reduced costs due to
Predictive anticipate customer

prevention and less need
for reactive support.

Automated
Feedback
Integration

Automatically collect
customer feedback after
each interaction to detect
areas for improvement.

Automatic surveys
sent after resolving
support tickets.

Early identification of
problems, lower
abandonment rate and
reduced retention costs.
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Effectively managing and reducing CRC requires a combination of automation, proactive loyalty strategies
and efficient resource management. By implementing these practices, SaaS companies can reduce costs
without compromising service quality, resulting in higher customer satisfaction and increased profitability.
The key is to find the right balance between reducing operational costs and maintaining or improving service
quality, thus ensuring effective and sustainable retention.
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How do you measure CRC in fast-growing companies?

Measuring CRC in companies that are growing rapidlycan be challenging because teams and processes are
constantly changing. For these companies, it is very important to have a flexible method to calculate the cost
of retaining customers on an ongoing basis. This is essential because activities and resources change fre-
quently.

Traditional methods of measuring CRC are often rigid and do not always reflect the reality of a rapidly growing
company. The key is to continually track costs, such as employee salaries, retention programs and technolo-
gy resources, and then compare them to the number of customers retained during the same period.

It is also important to remember that retention costs change depending on the company's stage of growth.
In the beginning, hiring and training staff can increase costs quite a bit, while later on, when the company is
more mature, processes can be optimized and activities can be automated to improve efficiency.

Using systems such as HubSpot or Salesforce that allow these changes to be monitored in real time will help
the company better understand how its retention investments are working.

What complementary metrics should be used in conjunction with the CRC?
The CRC should not be analyzed on its own. It is important to complement it with other metrics that provide a
broader view of customer behavior and the effectiveness of retention strategies. Some of these metrics are:

* Lifetime Value (LTV): Estimates the total value that a customer generates throughout his or her
entire relationship with the company. LTV helps to know whether retention costs are justified by the expected
future revenue from the customer. If the CRC is too high compared to the LTV, it is necessary to adjust reten-
tion strategies to improve profitability.

* Churn Rate: Measures the percentage of customers who leave in a given period and allows you to
evaluate whether retention efforts are effective. A high churn rate may indicate problems with the product,
such as frequent errors or an unfriendly user experience, or problems with the quality of service, such as a
lack of adequate technical support. By combining CRC with churn rate, you get a better understanding of
whether resources are being properly utilized to prevent customers from leaving.

* Net Revenue Retention (NRR): Helps you understand how much recurring revenue from current
customers is going up or down, taking into account additional sales and departing customers. An NRR grea-
ter than 100% indicates that, despite losing some customers, additional and cross-sales make up for those
losses, which is very positive for the company.

* Customer Satisfaction Score (CSAT): Evaluates how satisfied customers are with the service. A high
CSAT usually translates into fewer customers leaving and better retention. This metric helps identify specific
areas where the customer experience can be improved.

* Customer Effort Score (CES): Measures how much effort a customer has to make to resolve a pro-
blem or complete a purchase. A low CES means that the company is making the process easier for the custo-
mer, which contributes to higher retention.

These metrics, along with the CRC, provide a clearer picture of the success of retention strategies and help
identify specific areas where customer relationships can be improved.
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Cases in which the CRC can be misleading
CRC can be misleading in some cases, especially if the context is not taken into account or if the data is not
complete. Examples include:

* High start-up costs: In new or high-growth companies, holding costs can be high at the beginning
due to investments in technology, personnel and infrastructure. This can give the wrong impression of ineffi-
ciency, when in fact the foundation is being laid for long-term growth. It is important to analyze costs in the
context of the company's growth phase, as CRC may only be high temporarily.

* Lack of customer segmentation: If customers are not properly segmented, retention costs may be
poorly distributed. Retaining small customers can be more costly and less profitable than retaining large
customers, which can cause the overall CRC to be higher than it really should be. Performing proper segmen-
tation allows you to adjust retention efforts according to the value each customer has to the company.

* Dependence on expansion: If a large portion of revenue comes from additional sales to existing
customers, the CRC may appear low, but this could mask retention problems. If customers are only staying
because they are sold something else, the CRC may be underestimating the real cost of keeping them. It is
important to analyze whether the additional sales are masking satisfaction problems with the main product.

* Impact of temporary promotions: Promotions and discounts can help reduce churn and improve
the CRC in the short term. However, these strategies can have a negative impact on net revenue, and the CRC
does not always reflect the true cost of keeping customers if aggressive promotions are being used. Evalua-
ting CRC along with profit margins is essential to ensure that strategies do not compromise long-term profi-
tability.

* Shared resources and indirect costs: In many companies, resources used to retain customers are
also allocated to new customer acquisition activities, making it difficult to accurately allocate costs. In these
cases, if indirect costs are not properly allocated, the CRC can give a distorted view of the true retention costs.
To avoid this distortion, it is important to accurately allocate shared costs using activity-based accounting
models.

Understanding these scenarios helps to avoid errors in the interpretation of the CRC and to adjust retention
strategies to better reflect the actual situation of the company. It is essential to take into account all the
factors that can influence the CRC calculation so that the results obtained are useful and reliable for strategic
decision making.

Conclusion

These FAQs clarify the most important and common points on how to measure and analyze CRC. Understan-
ding the challenges, complementary metrics and cases where CRC can be misleading can help SaaS business
leaders improve their retention strategies and maximize the long-term value of their customers. Having a
complete and accurate view of CRC enables decision makers to find opportunities, adjust their strategies and
ensure profitable and sustainable growth for the enterprise.
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New technologies and their impact on retention

New technologies are transforming the way SaaS companies manage customer retention and calculate CRC.
With the advancement of artificial intelligence (Al) and machine learning tools, it is possible to more accurate-
ly predict customer behaviors and anticipate their needs.

These technologies make it possible to offer personalized recommendations, which improves the customer
experience and contributes to more efficient retention. In addition, marketing and customer service automa-
tion platforms, such as Al-based chatbots, are reducing the effort required to maintain a good relationship
with customers, which positively impacts CRC.

On the other hand, advanced analytics systems make it possible to identify patterns in customer behavior
that previously went unnoticed, facilitating strategic decision-making to improve retention.

These technologies also make it possible to automate data collection and analysis processes, making CRC
monitoring more accurate and in real time. Going forward, the use of these tools is expected to become stan-
dard for SaaS companies looking to maximize customer retention and reduce associated costs.

Emerging technologies and their impact on the CRC

The following is a summary of emerging technologies and their impact on customer retention and CRC calcu-
lation:

Technology Impact on CRC } Practical example
Artificial Improves personalization and anticipates Chatbots for personalized support and product
Intelligence customer needs. recommendation.
Machine - . . Models that predict customer churn and suggest
. Accurate prediction of behavior and retention. . P . . 99
learning proactive retention strategies.
Advanced Identification of hidden patterns for strategic | Real-time retention dashboards that identify
analytics decisions. customer segments at risk.
. Reduce manual effort in customer . .
Marketing L . . Automated campaigns based on behavior and
. communication and improve operational . g
automation . dynamic segmentation.
efficiency.
. . . . Implementation of virtual assistants to solve
Virtual Improve interaction with customers through .
. . frequent doubts and guide in the use of the
assistants real-time support.
product.
Automated Increase retention through more relevant Platforms that dynamically adjust content and
personalization | experiences for each customer. offers based on user behavior.
Enables analysis of large volumes of
. . . . . . Platforms that segment customers based on
Big data information to identify opportunities to . .. .
. . massive data and offer insights for retention.
improve retention.
Internet of Increases the ability to interact with Connected devices that collect usage data and
Things (loT) connected products, improving retention. enable proactive support.
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Trends in retention cost measurement

In the future, SaaS companies are expected to adopt more accurate and granular methods of measuring CRC.
One of the main trends is the use of real-time metrics and interactive dashboards that allow retention teams
to adjust their strategies on the fly, without having to wait for long review periods. In addition, more and more
companies are expected to use customer experience-based metrics, such as the Customer Effort Score (CES),
to complement their retention analytics and better understand which aspects of service are most valued by
users.

Another key trend is the integration of data from multiple channels to gain a unified view of the customer.
Companies will look to connect all touch pointsfrom web interactions to emails and support calls to better
understand how they influence retention and CRC. This will enable the creation of more effective retention
strategies, based on complete data and in real time.

Predictions and adaptations for the coming years

In the coming years, competition in the SaaS sector is expected to continue to increase, making customer
retention even more important. In this context, CRC will become a key metric, not only to assess retention
efficiency, but also to justify investment in loyalty strategies.

Companies will need to adapt their practices to optimize CRC, investing in automation and personalization of
services, and improving the customer experience across all touchpoints.

A key prediction is that SaaS companies will develop more sophisticated approaches to optimize their reten-
tion costs. This will include greater investment in automation technologiesthat reduce the manual burden on
retention processes and improve service customizationfor each customer.

In addition, organizations are expected to adopt predictive models that will enable them not only to reduce the
churn rate, but also to anticipate customer needs, strengthening their relationship with them.

Another important adaptation will be the growing trend to measure the impact of CRC not only in terms of
costs, but also in relation to the Lifetime Value (LTV) of customers.

By understanding how CRC directly affects the long-term value of each customer, companies will be able to
develop smarter, more customized strategies that maximize the return on their retention investments. The
automation of data collection and predictive analytics will play a crucial role in this process.

Finally, the emphasis on customer experience will continue to grow. SaaS companies that manage to deliver
an exceptional experience at every touchpoint, from onboarding to support, will see a significant improvement
in their retention rates and thus their CRC.

The ability to create an authentic connection with customers will be one of the biggest differentiators in an
increasingly saturated market.

These trends and adaptations reflect the growing importance of CRC in the overall strategy of SaaS compa-
nies. Those that invest in advanced technology, develop customer-centric strategies, and adapt quickly to
market changes will be better positioned to compete and thrive in the coming years.
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Summary of the importance of CRC and CRR

The Customer Retention Cost (CRC) and Customer Renewal Cost Ratio (CRR) are critical metrics for SaaS
companies looking to optimize recurring revenue and maximize long-term profitability. These metrics enable
companies to evaluate the efficiency of their retention strategies and understand how effective the resources
devoted to retaining existing customers are.

For example, a company can measure the efficiency of its retention strategy by analyzing the monthly churn
rate and comparing it to the cost of retention initiatives, such as loyalty programs or personalized support
services. Proper management of CRC and CRR is vital to improve revenue predictability and to ensure a good
cost-benefit ratio in customer loyalty and renewal strategies.

Measuring and optimizing CRC enables SaaS companies to be more efficient in allocating their resources,
identifying areas where cost can be reduced without sacrificing the quality of service offered to customers.
For example, a company could reduce costs by automating customer support processes with chatbots,
achieving a decrease in operating expenses while maintaining high levels of customer satisfaction.

Likewise, understanding CRR helps evaluate the effectiveness of specific efforts dedicated to renewing cus-
tomer contracts, excluding expansions. This helps to manage budgets more accurately and ensure effective
retention.

Practical recommendations for RevOps and Growth leaders.

For Revenue Operations (RevOps)and Growth leaders, CRC and CRR are metrics that must be accurately ma-
naged to maximize business growth. Some key recommendations include:

1.Process automation: Use automation tools to reduce operational costs associated with customer retention.
This includes implementing chatbots for customer support, such as Intercom or Drift, and marketing automa-
tion systems, such as HubSpot or Marketo, to keep communication proactive and personalized.

2.Advanced analytics: Invest in Business Intelligence platforms that allow analyzing customer behavior data
in real time. With this data, retention teams can identify patterns and adjust retention strategies accurately
and quickly.

3.Customer segmentation: Divide the customer base into segments based on their behavior and needs. This
allows designing more effective retention strategies, focused on offering a customized value to each type of
customer, which reduces CRC.

4.Continuous training of the support team and customer success: Support and Customer Success teams play
a key role in retention. Providing them with ongoing training in technical and communication skills ensures
that they can deliver a high-quality experience, positively impacting CRC.

5.Implement predictive models: Use predictive models based on machine learning to anticipate churn and
take preventive actions. These actions may include offering personalized discounts, sending proactive emails
with useful resources, or prioritizing contact by the Customer Success team to improve the customer expe-
rience and reduce the risk of churn. This allows teams to be proactive, improving customer satisfaction and,
consequently, reducing CRC.

6.Continuous measurement and periodic adjustments: It is not enough to measure CRC and CRR once a year.
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RevOps leaders must monitor these metrics on an ongoing basis and make quarterly adjustments based on
the results obtained and changes in customer behavior.

Next steps for implementing effective and sustainable CRC monitoring, ensuring alignment with the com-
pany's long-term strategic goals and improving adaptability to changing customer needs

To implement effective CRC monitoring, companies must adopt a systematic approach that combines tech-
nology, customization and ongoing analysis.

Here are some key steps:

1.Incorporate real-time monitoring tools: Implement interactive dashboards that allow you to view CRC and
CRR metrics in real time. This will help retention teams make quick and effective decisions.

2.Define key performance indicators (KPIs): Establish specific retention-related KPIs, such as the Net Promo-
ter Score (NPS) and the Customer Satisfaction Score (CSAT), to comprehensively assess the effectiveness of
retention strategies and how they influence CRC.

3.Multi-Channel Data Integration: Ensure that all relevant customer data is integrated into a centralized plat-
form that enables a unified view. This includes sales, support, marketing and product usage behavior data.

4.Quarterly evaluations: Conduct quarterly evaluations to identify which strategies are working and which
need to be adjusted. These evaluations should include a detailed analysis of the CRC, as well as a review of
customer satisfaction and retention results achieved.

5.Training in the use of data: Train teams on how to interpret CRC-related data and how to use it to improve
retention. This is crucial to ensure that all levels of the organization are aligned with retention goals.

6.Controlled experimentation: Implement A/B testing for different retention strategies and analyze how they
impact CRC. For example, a company might conduct A/B tests to evaluate the effectiveness of two different
versions of a rewards program for loyal customers, comparing which of the two versions reduces churn more
and improves retention. This allows you to experiment with new approaches and adapt quickly to changes in
customer expectations.

With a well-implemented strategy and continuous monitoring, SaaS companies will be able to significantly
improve their Customer Retention Cost and Renewal Cost Ratio, contributing to sustainable growth and long-
term success.
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