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Why do startups FAIL?
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Failure
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CAC measures -- you guessed it -- the 

cost of acquiring a new customer. 

The easiest way to calculate CAC is to 

pick a specific time period and then 

divide your cost of marketing and sales 

by the number of customers you gained. 

For example, if you spent $1,000 to get 

20 customers, your CAC is $50.
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1. CAC
Customer acquisition cost



SLIDE /

Also known as churn rate, retention rate 

evaluates the percentage of customers 

that stay with you and the percentage that 

leave over a given time period. (That's why 

it's particularly relevant for subscription 

business models.)

The formula can be a little complicated, 

but one way is to subtract the number of 

new customers from your total customers 

at the end of a given period, then divide 

that number by the number of customers 

you started the period with.
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2. RR
Retention rate



SLIDE /

Also known as Customer Lifetime Value, 

this metric measures the revenue you 

receive from repeat customers.

Why do you care? 

For one thing, knowing your CLR can help 

you determine how much you can afford in 

CAC: The greater the lifetime revenue of a 

customer, the more you can afford to 

spend to acquire that customer.

9

3. CLR
Customer Lifetime Revenue



SLIDE /

The math is easy: Divide the sales 

generated by your advertising spending.

So if you spent $15,000 on advertising 

that resulted in $30,000 in sales, your 

ROAS is $2. You generated $2 for every 

$1 you spent.

But you need to take a closer look than 

that. It's easy to fall into the trap of 

marketing on a variety of channels at 

once -- but that makes it hard to 

evaluate which of those channels were 

effective. Start small. Figure out your 

audience. Then expand. 
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4. ROAS
Return on Advertising Spending



SLIDE /

Bottom line is IMPORTANT. 

Before you hire more people, make sure 

your business is where you -- or your 

investors -- want it to be.

There are many ways to calculate 

margin, but generally speaking your 

revenue must exceed your cost of goods 

sold and your operating expenses (like 

rent, salaries, fixed costs, etc.)
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5. MGN
Margin



“Chase the vision, not the 
money; the money will end 

up following you.”  

–Tony Hsieh, Zappos CEO



SLIDE /
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