ENTERPRISE SAAS CLV FORECASTING WITH CAC
RECOVERY METRICS AND SEGMENT-BASED

PROFITABILITY

1. Background and Problem Statement:

A mid-size B2B SaaS company offering project management and collaboration software to
businesses across North America had recently expanded into enterprise accounts. Despite

growing sales pipelines, the leadership team struggled to assess the long-term value of customers

relative to acquisition costs. The company lacked a systematic approach to compute Customer
Lifetime Value (CLV) and recover Customer Acquisition Cost (CAC) across its pricing tiers.
To ensure sustainable growth and strategic targeting, the team launched a CLV forecasting
project focused on profitability per customer segment.

2. Objectives:

To build a financial model that computes segment-wise CLV and CAC payback period

To forecast retention-adjusted CLV for each product tier (SMB, mid-market, enterprise)

To identify key levers impacting CLV: churn, upsell, contract length, and support cost

To offer insights for acquisition budget allocation, pricing model improvement, and
retention strategy

3. Methodology:

3.1 Data Collection

4 years of subscription data from the internal CRM and financial systems

Key fields:

o

o

o

o

o

Customer ID, plan type, deal value, start/end date, churn flag
Renewal and upsell history

Support ticket volume

Account manager engagement hours

CAC per channel (sales, paid ads, outbound email, events)

3.2 CLV Calculation Framework
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CLV for each segment was defined as:

Average Monthly Revenue X Gross Margin)
Monthly Churn Rate

CLV = (
Net CLV = Gross CLV — CAC
e Gross margin = 85%
o Upsell probability included using weighted revenue retention factor
e CAC recovered over time by calculating payback period (in months)
3.3 Segmentation Strategy
e Segmented customers into 3 product tiers:
o SMB (<\$2,000 ARR)
o Mid-Market (\$2,000-\$20,000 ARR)
o Enterprise (>\$20,000 ARR)

o Built interactive Tableau dashboard to visualize CLV vs CAC payback by segment

4. Results:

4.1 Key Metrics

Segment Avg CLV | CAC Net CLV | CAC Payback Period

SMB $2,380 $640 $1,740 3.6 months

Mid-Market | $11,920 | $2,300 | $9,620 4.8 months

Enterprise $61,800 | $11,400 | $50,400 | 7.1 months

o Enterprise customers had the highest net CLV, but also the longest CAC recovery
o Mid-market segment offered the best CLV-to-CAC ratio (4.18x)

o 38% of enterprise revenue came from expansion (upsells) within the first 18 months

5. Interpretation and Insights:
e SMB churn rate was significantly higher (12.4% monthly), eroding long-term value
o Enterprise support hours were 4x higher than other segments, increasing hidden costs

e Customers acquired through partner channels had 28% lower CAC than outbound email
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e Accounts with onboarding completed in under 14 days showed 2.3x higher net CLV

6. Recommendations:
6.1 For Marketing and Sales
o Reallocate CAC spend toward mid-market and partner-sourced enterprise clients
e (Cap CAC for SMB to ensure <3-month recovery or pivot to self-serve model
o Incentivize expansion reps to focus on first-year upsell revenue
6.2 For Product and Support
e Automate onboarding processes for SMB to lower support cost
e Build customer health scoring model to predict upsell likelihood
o Use feedback loop from churned accounts to refine onboarding and in-app engagement
6.3 For Pricing Strategy
o Consider longer contract incentives for enterprise accounts to reduce churn risk

o Test usage-based pricing for high-support clients with low ARPU

7. Future Work:

e Develop a predictive churn model to add churn risk directly into CLV forecasting
e Use account-level NPS and support sentiment data to refine net CLV estimates

o Integrate CLV dashboard with Salesforce and HubSpot for live CLV reporting at deal-
level

8. Stakeholder Relevance:

Academic:

e Demonstrates a CLV model tailored to complex B2B SaaS business structures

o Ideal for teaching finance-aligned customer segmentation and cohort profitability
Corporate:

e Provides a financial lens for acquisition targeting, pricing, and resource allocation

o Enables SaaS companies to justify CAC with long-term value insights by segment
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