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CHAPTER 1

Why Churn Is SaaS's Most Expensive
Problem

The leaky bucket metaphor: if your bucket leaks, it is pointless to
pour in more water. Acquisition without retention means running
in place. The math of churn is brutal: at 5% monthly churn, after
12 months you will have lost 46% of the customers who started the
year. If CAC = $1,000 and ACV = $1,200 (LTV of about 2 years),
then at 5% churn LTV falls to one year = $1,200. You barely pay
back CAC. Cut churn to 2% and LTV = $4,000+ (LTV/CAC = 4x).
That is the difference between a viable business and a struggling
one.

Negative churn is the SaaS dream: if expansion revenue (upsell
plus cross-sell) exceeds the revenue lost from churned customers,
you have Net Negative Churn. Example: you lost customers worth
$5K MRR. But existing customers upgraded by $8K MRR. Net
Revenue Churn: -$3K (minus means growth). That means MRR
grows even without any new acquisition. This effect is called “land
and expand.” It is achieved through a proper expansion strategy.

Benchmark churn rates. Early-stage SaaS (<$1M ARR): 8–10%
annual is most common. Good: <5% annual. Excellent: <2%
annual. SMB-focused: 10–15% annual (higher than enterprise).
Enterprise (>$50K ACV): 5–7% annual. Top-tier enterprise: <3%
annual. Monthly vs. annual: if your customers are on annual
contracts, monthly churn = 0. Annual churn is the right metric for
annual contracts.

What to measure. Logo Churn (Customer Churn): the % of
customers who left. If 10 of 100 left, logo churn is 10%. Revenue
Churn (MRR Churn): the % of revenue lost from departed
customers. More important when customers differ in size. Net
Revenue Retention (NRR): (starting MRR − churned MRR +
expansion MRR) / starting MRR. The goal: NRR > 100%. This is
the one number that Series A eligibility depends on.
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CHAPTER 2

Why Customers Really Leave
“The product was too expensive” is what the customer says. “I

didn't see value that justified the price” is the real reason.
Understanding the true reasons for churn is the foundation for
reducing it.

Methods for uncovering the reasons. Exit Survey: a short survey
at cancellation. It is mandatory. It lets you collect data at scale.
What it does not give you: depth. It cannot separate what people
say from what they really think. Churn Interview: a call with a
customer who left. 20–30 minutes. “Tell me what was happening in
the last weeks before you canceled.” This gives you real insights.
The goal: 5+ churn interviews per month. Product Analytics: look
at what churned customers did vs. retained ones. Did they use the
key features? How often did they log in? When was the last time?
Most often, churned customers show a pattern of declining activity
2–4 weeks before cancellation.

The real reasons for churn (not what people say). Lack of value
realization: the customer did not reach the promised outcome. It is
not our fault that they did not use the product; it is our fault that
they did not reach value. Poor onboarding: the first 2 weeks are a
critical period. If there was no “aha moment” in the first 2 weeks,
retention drops catastrophically. Product-market fit mismatch: we
sold to the wrong customer. Their jobs-to-be-done do not match
what our product does best. Competitor: they switched to a
competitor. It is important to know why (price? Features?
Support?). Company situation: budget cuts, a merger, a pivot. This
is outside our control.

Churn prediction signals: declining login frequency. Declining
feature usage. An increase in support tickets (frustration).
Non-renewal conversations start earlier than usual. The key
contact or champion left the company. Company layoffs (LinkedIn
signals). A missed QBR (Quarterly Business Review). These signals
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are an early warning. Customer Success should respond before
cancellation.
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CHAPTER 3

Onboarding as the First Line of Retention
The best moment to prevent churn is onboarding. A customer

who reaches the “aha moment” in the first 7 days has significantly
higher 12-month retention.

Time-to-Value (TTV) optimization: define what the “key value
moment” is for your product. It is a specific action that proves
value. Slack: the first 2,000 messages sent in a team. Dropbox:
uploading the first file. You: what is it for your product? Measure
TTV: the average time from signup to the key value moment.
Reduce it: remove steps that do not lead directly to value. A guided
setup wizard instead of a blank canvas. Pre-populated demo data.
Guided first actions.

The onboarding sequence. Day 0: a welcome email. From the
founder, in a personal tone. What to expect in the first 7 days. A
link to the quickstart guide. Day 1: “How to do X in 10 minutes”
(the most valuable use case). A video guide if possible. Day 3: if
they have not completed the key action, a proactive check-in. “Are
you stuck? I'll help.” Day 7: “Did you achieve [specific outcome]?”
Share a success story. An invitation to a Q&A call. Day 14: an NPS
survey. “On a scale of 0–10, how likely are you to recommend us?”
Follow up with detractors (0–6) immediately.

In-app onboarding: a product tour (Pendo, Appcues, Intercom)
shows where everything is. Tooltips on key features. A progress
bar for the onboarding checklist (people want to complete the list).
Empty states with a clear CTA instead of an empty screen.
Contextual help at the right moment.

The onboarding call: for B2B with ACV of $5,000+, an
onboarding call is mandatory. 45–60 minutes. The goal: make sure
the customer is set up, understands the product, and has a plan to
reach the first outcome. A Customer Success Manager (CSM)
leads it. The outcome of the call: a specific next step agreed with
the customer.
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CHAPTER 4

Customer Success as a Proactive
Retention Engine

Customer Support is reactive (the customer complains, we
respond). Customer Success is proactive (we monitor, see the risk,
and respond before the complaint).

The Customer Success Manager (CSM) model: a CSM is a
dedicated person responsible for retention and expansion across a
group of accounts. When to hire: the first CSM at $1M ARR or at
50+ active accounts. Ratio: one CSM per 30–50 enterprise
accounts or 100–200 SMB accounts. CS-qualified leads: the CSM
identifies expansion opportunities.

Health Score: a numeric measure of an account's “health.”
Components: Login frequency (weight 25%). Feature adoption
(weight 25%). Support tickets, negative (weight 15%). NPS score
(weight 20%). Contract length remaining (weight 15%). It is
calculated automatically in Gainsight (enterprise, $30K+/year),
ChurnZero ($15K+/year), Totango ($15K+/year), or Mixpanel plus
an internal calculation (DIY for startups). Color coding: Green
(70–100): healthy. Yellow (40–70): at risk, needs a check-in. Red
(<40): high churn risk, an immediate EBR.

Executive Business Review (EBR): a quarterly review with the
customer. Agenda: the results they have achieved with our
product. An ROI calculation (specific numbers). The upcoming
roadmap relevant to them. A discussion of renewal and expansion.
For enterprise accounts, the EBR is the best retention practice. It
shows value. It strengthens the relationship. It gives an early
renewal signal.

Proactive outreach triggers. Health score drops → CSM email or
call. A key feature goes unused for 2 weeks → an educational
email. Renewal is 90 days away → start the renewal conversation.
The champion or contact left the company → identify a new
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champion. A usage spike (positive) → congratulate, and look for a
case study or upsell opportunity. A company milestone (funding, a
new product) → congratulate, and look for an expansion
opportunity.

Scaled CS (for high-volume, low-ACV): a human CSM is not
cost-effective for $100/month customers. Scale through:
automated in-app nudges. Email sequences triggered by health
score. Community (users help users). Webinars (group training). A
self-serve knowledge base. Ramp up human touch only when the
health score is red.
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CHAPTER 5

Reducing Churn: Tactics That Work
Concrete tactics with a real effect on churn. All of them have

been proven in production B2B SaaS.

Annual contracts: move customers from monthly to annual
billing. Annual churn is significantly lower than monthly churn.
The reason: the renewal decision happens once a year, not every
month. Tactic: offer annual with a 15–20% discount at onboarding.
90 days before renewal, offer “lock in this price for another year.”
Result: Amplitude, Notion, and Segment all actively push toward
annual.

Feature adoption programs: customers who use 3+ key features
churn 3x less than customers who use 1 feature. Tactic: after
onboarding, track feature adoption. At 30 days: if they are not
using Feature B, send a targeted email, “Did you know you can
now do X?” At 60 days: if they are not using Feature C,
demonstrate it one-on-one.

Win-back campaigns: they work! 20–30% of churned customers
can be brought back. Tactic: 30 days after cancellation, send a
personal email from the CEO. “We've gotten better. Here is what
changed.” Offer: 2 months free to come back. Segment: churned
for budget reasons → special pricing. Churned for product reasons
→ target them with improvements in that area.

Dunning (failed payments): payment failure ≠ intentional churn.
20–40% of churn is involuntary and comes from failed payments
(expired card, insufficient funds). Tactics. Smart dunning:
automatic retries on optimal days. A proactive email 30 days
before expiration: “Your card is expiring. Update it so your service
isn't interrupted.” Multiple payment methods: offer a backup
payment method. Grace period: 7–14 days after a payment failure
before suspension. Recovery rate after smart dunning: 40–60% of
involuntary churn can be prevented.
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A feedback loop into the product: build a system where churn
reasons feed the product backlog. If 10+ customers left because
Feature X is missing, that is a P1 on the roadmap. If 10+ left
because of UX in a certain area, that area becomes a UX redesign
priority. Churn should inform product, not be only a sales or CS
problem.
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What next
Thank you for reading “Churn and Retention: Why Customers

Leave and How to Keep Them”.

Updates to this book, EPUB and PDF files and every guide in the
series are on the book page: guides.mmix.biz/en/churn-retention
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