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Four Methods for Accelerating SaaS Revenue



Today’s Agenda

• New Generation Business Opportunity: Confluence of Events

– Technology

– Licensing

– Pricing

• SaaS Company Challenges

– Business Models

– Cash Flow

– Sales and Marketing

• Solution: Analyzing the Data

– Segmentation

– Demand Curve

– Pricing

• Questions and Answers



Trivia Question

What do these entities all have in common?

• Amazon.com

• Presidential Campaigns

• Nuclear Submarines

• Your SaaS Business

They are ALL Data-Driven



Confluence of Events: New Generation Business

• The New Generation Enterprise is:

– constantly informed

– technologically adept

– analytically managed

– intensively collaborative

– innovative in strategy and execution

– fast and flawless in accomplishing change

– relentlessly focused on the customer experience

• New Generation Enterprises operate “On-demand”

– responding to customers needs and desires 

– assembling and deploying resources quickly without excessive cost
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Confluence of Events : Technologies for the New Era 
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Technology Drivers for eVapt, Inc.
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Customer Relationship for Vendors

Perfect Storm: Licensing for the New Era
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Mainframe Software

Software and 
Services sold 
BIG $$$$$$$

PC / Client Server Software

Named Users 
Shared License
Time Limited

Business Service Offering

Subscription

Usage Based

Pay-Per-Use



Perfect Storm: Pricing Model 

Demand

Price

Finely tuned, Value based Customer Segmentation

 Attribute Based
 Feature Based
 Usage Based
 Any, All and Other

Pricing on the Demand Curve



Our Vision

• The vision for eVapt is to serve as the total monetization platform:

– collecting data and translating it into strategic information

– support business process and adjusting to business change

– design & deploy technology that works on any platform

• eVapt provides the only metering solution that meets the needs of 
On-Demand solution providers seeking:

– accelerating revenues

– optimizing operational efficiency

– integrating seamlessly with any On-Demand offerings



Traditional software licensing is dead

CPU/Core/User/Transaction/Record/GB?



SaaS licensing is worse

Delayed cash flow

Challenging sales incentives



Software segmentation model

# Customers

$

Enterprise

Edition

Professional

Edition

Personal

Edition

Free

Edition



http://www.salesforce.com/products/comparison.jsp

http://www.salesforce.com/products/comparison.jsp


3 traditional ways to improve Saas revenue

# Customers

$

Enterprise

Edition

Professional

Edition

Personal

Edition

Free

Edition

Raise 
Prices

Sign up more customers



Raising prices is hard

• Competition already fierce

• Don’t know where



Signing up more customers takes money

• SaaS puts extra burdens on cash flow because of smaller upfront 
payments

• Harder to grow if cost of sales and marketing > 0



Improving retention takes money or a crystal ball

• Sounds great, but good service costs $

• By the time a customer leaves, it’s too late



The Challenge with the Traditional

• Raising prices is hard

– Competition already fierce

– Don’t know where

• Signing up more customers takes money

– SaaS puts extra burdens on cash flow because of smaller upfront payments

– Harder to grow… cost of sales and marketing is high

• Improving retention takes money or a crystal ball

– Sounds great, but good service costs $$$

– By the time a customer leaves, it’s too late



Laying the right foundation: what pricing metrics?



Value Price Waterfall:  illustrate differential value

Economic Value Elements
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This is the key metric (price per user).



Process: think holistically and manage actively

List

Price
Selling

Price

Schedule Discounts: 

Contract discount, 

Volume discount, etc.

Negotiated Discounts:

Sales discount,

Terms discount, etc.

Actual

Price

This is the important price.



Establish pricing integrity

# Customers

$

Enterprise

Edition

Professional

Edition

Personal

Edition

Free

Edition

In theory, we should have price points.

In practice, we have price bands.



Develop a pricing model that aligns with value

Enterprise 
Edition

Team Edition Personal Edition Free Edition

Buyer V- or C-level Team leader Committed 
individual

Uncommitted
individual

Sales Cycle Telesales and sales 
rep

Online/
Telesales/
Free Trial

Online signup Online signup

Upsell More seats, add-
on modules

Enterprise Edition, 
optional features

Team Edition, 
optional features

Personal Edition

Possible Price
Incentives

Volume licensing, 
prepayment 
discount

Time-based 
promotion, 
prepayment 
discount

Referral discount, 
prepayment 
discount

It’s Free!

Business Goals Value 
maximization

Market 
penetration, buzz, 
testing, lead 
generation

How do sales incentives align with pricing incentives?



Remove unscheduled and unearned discounts

Discounts Purpose Tracking & 
Compliance

Volume Encourage larger orders
Adjust high volume
pricing to market norms

Use continuous curve
Make sure customers 
earn the discount

Reference Encourage price 
sensitive customers to 
provide case studies

Provide a credit on the 
bill that can be charged 
back.

Terms Discount Comply with major 
account payment 
requirements

Goes against discount 
budget.

Enterprise Discretionary Get large deals closed 
without runaway 
discounts

Only authorized by VP of 
Sales.  Goes against 
discounting budget.

Tie discounts to exchanges of value and enforce both sides of the bargain.



Obstacles to accelerating SaaS revenue



Holistic
Data

Data foundation

CRM Quoting Billing/
ERP

Usage



Expanding the pricing envelope

Cost

Range of pricing options

Cost

Perceived
Differential

Value

Reduce cost,
Increase value

Cost

Perceived
Differential

Value



Putting it all together: Mimiran framework

Build Value Price Waterfalls by segment

Develop pricing metrics and discount model that tie to value framework

Raise Prices

Raise list prices 
where you have 
a value surplus

R
a
is

e
 lis

t p
ric

e
s
 w

h
e
re

 th
e
re

 is
 a

 
v
a
lu

e
 s

u
rp

lu
s

In
tro

d
u
c
e
 n

e
w

 o
ffe

rin
g
s
 o

r e
d
itio

n
s
 

to
 b

e
tte

r s
e
g
m

e
n
t th

e
 m

a
rk

e
t

Raise effective prices
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Sign Up More Customers

Develop customer 
financial model
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Improve Retention

Monitor usage data to 
identify potential 
defectors
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Use account 
management to 
avoid 
defections

D
e
v
e
lo

p
  a

n
d
 o

ffe
r a

p
p
ro

p
ria

te
 

tra
in

in
g

P
ro

a
c
tiv

e
 fo

llo
w

 u
p
 w

ith
 p

o
s
s
ib

le
 

d
e
fe

c
to

rs

Im
p
ro

v
e
 th

e
 s

o
ftw

a
re

M
a
k
e
 it e

a
s
ie

r to
 d

o
 ta

s
k
s
 w

ith
 lo

w
 

c
o
m

p
le

tio
n
 ra

te
s



Case Study

ProjectLocker makes on-demand 
development tools.  

They found that their sales cycles were 
stretching on too long, and margins were 
lower than business plan projections.



Step 1:  Enforce pricing integrity

# Customers

$

Enterprise

Edition

1. Target appropriate segments.

2. Build strong value proposition.

3. Define and enforce earned discounts.

4. Raise prices.

Results:  Margins up > 10% with no slow down in sales.



Step 2:  Target the right customers

# Customers

$

Enterprise

Edition

1. Analyze usage patterns to target sales and marketing

efforts to customer subsegments that perceive the most value.

Results:  Sales increased 12% with a 18% reduction in

sales and marketing spend.



Step 3:  Fill in the gap

# Customers

$

Enterprise

Edition

1. Define a low-end offering that meets a compelling need

without cannibalizing enterprise offerings.

2.  Apply similar value prop and LTCV calculations.

Results:  Lite Edition now fastest growing product segment.

Lite

Edition



Step 4:  Improve retention

# Customers

$

Enterprise

Edition

1. Add value to existing offerings.

2. Monitor anomalies in usage to avert defections.

3. Allow downgrades rather than defections

Results: 25% reduction in defections

Lite

Edition



Q&A 

Thank you for attending.  
For more information, you can reach our speakers.

ZDNet
Phil Wainewright

Commentary

pw@philwainewright.com 

www.blogs.zdnet.com/SAAS

eVapt, Inc.
Joe Tinnerello

Vice President of Sales

jtinnere@evapt.com

www.evapt.com

Mimiran
Reuben Swartz

President

reuben@mimiran.com

www.mimiran.com


