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INTRODUCTION

For startup founders, data-driven decision-making

is key to success. 

Understanding and tracking the right growth

metrics ensures that you can measure progress,

optimize strategies, and secure funding.

This guide covers the most important metrics that

every startup founder should monitor to drive

sustainable growth and achieve Product-Market Fit.



Definition: The total cost required to acquire a
new customer.

1. CUSTOMER
ACQUISITION COST (CAC)

Why It Matters:

High CAC can indicate inefficiencies in marketing or sales.

Low CAC compared to Customer Lifetime Value (LTV)

means strong profitability.

Helps you determine scalability and whether paid

acquisition is sustainable.

Pro Tip: Reduce CAC by improving organic acquisition

channels like referrals and SEO.
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CAC = (TOTAL COST OF SALES AND
MARKETING) / (NUMBER OF CUSTOMERS

ACQUIRED) 



Definition: The total revenue a customer
generates throughout their relationship with
your company.

2. CUSTOMER LIFETIME
VALUE (LTV)

Why It Matters:

LTV helps assess the long-term value of your customer

base.

A high LTV relative to CAC means better profitability.

Essential for investor confidence and long-term planning.

Pro Tip: Increase LTV by improving retention, upselling, and

offering value-added services.
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LTV = AVERAGE REVENUE PER USER
(ARPU) × CUSTOMER LIFESPAN



Definition: The percentage of customers who
stop using your product within a given period.

3. CHURN RATE

Why It Matters:

High churn signals customer dissatisfaction or a weak

product-market fit.

Reducing churn directly boosts revenue and LTV.

Investors look for low churn rates as a sign of a scalable

business.

Pro Tip: Improve retention with better onboarding, customer

success strategies, and product improvements.
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CHURN RATE = (LOST CUSTOMERS​/
TOTAL CUSTOMERS AT START OF PERIOD)

× 100%



Definition: A measure of customer
satisfaction and likelihood of referring your
product.

4. NET PROMOTER SCORE 
(NPS)

Promoters (9-10 rating): Loyal customers who recommend

your product.

Passives (7-8 rating): Neutral customers.

Detractors (0-6 rating): Unhappy customers who may

churn.

Why It Matters:

Strong NPS correlates with higher retention and organic

growth.

Negative NPS may indicate product issues that need

immediate attention.

Pro Tip: Collect feedback from detractors to identify and fix

pain points.
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NPS = %PROMOTERS − %DETRACTORS



Definition: The percentage of users who
complete a desired action (e.g., sign up,
purchase, or subscribe).

5. CONVERSION RATE

Why It Matters:

High conversion rates indicate strong demand and

marketing efficiency.

Low conversion rates suggest friction in the user

experience or value proposition.

Helps fine-tune landing pages, pricing, and messaging.

Pro Tip: Improve conversion rates by optimizing CTAs,

reducing friction, and A/B testing.
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CONVERSION RATE = (CONVERSIONS​/
TOTAL VISITORS) ×100%



Definition: Burn rate is the rate at which a
startup spends capital, and runway is the
time left before funds run out.

6. BURN RATE & RUNWAY

Why It Matters:

A high burn rate with low revenue signals potential

financial risk.

Helps founders manage capital efficiently and plan

fundraising efforts.

Investors want to see a healthy balance between growth

and financial discipline.

Pro Tip: Extend runway by optimizing expenses, raising

funding strategically, or improving profitability.
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BURN RATE = TOTAL MONTHLY EXPENSES​/
CASH IN HAND

RUNWAY = CASH BALANCE​/BURN RATE



Definition: The percentage of new users who
complete a key action within a product (e.g.,
completing onboarding or making a first purchase).

7. ACTIVATION RATE

Why It Matters:

A low activation rate indicates friction in the onboarding

process.

Strong activation leads to higher retention and lower

churn.

Pro Tip: Simplify onboarding, add interactive tutorials, and

remove unnecessary steps.
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ACTIVATION RATE = (ACTIVATED USERS /
NEW USERS)​ × 100%



Definition: The number of additional users
acquired through referrals from existing
customers.

8. VIRAL COEFFICIENT

Why It Matters:

A viral product grows exponentially without high

marketing costs.

Helps reduce CAC and drive organic growth.

 Pro Tip: Implement referral incentives to increase virality.
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VIRAL COEFFICIENT = AVERAGE NUMBER
OF INVITATIONS SENT PER USER ×

CONVERSION RATE OF INVITES
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CONCLUSION

Tracking the right metrics helps startup founders optimize

growth, improve retention, and attract investors.

By focusing on key metrics like CAC, LTV, Churn, MRR, and

Activation Rate, you can make data-driven decisions that

drive sustainable success.

Next Steps:

Start by tracking 2-3 core metrics that align with your

current business stage.

Use dashboards and analytics tools like Google

Analytics, Mixpanel, or Amplitude.

Adjust strategies based on real-time data and user

behavior.


