Do you know your CUF:CAC ratio?
The most powerful metrics in any business are ratios that express your
performance on metric A as it relates to metric B. For example, knowing what your
revenue was last year is interesting; but knowing what your revenue per employee
was will give you a sense of how efficient your business is at leveraging your
investment in people.
If you’re a retailer, knowing what your sales were last year is far less useful than
knowing what your sales per square foot were, as this measures your effectiveness
at leveraging your investment in retail space.
One of the most important ratios to keep an eye on is your ratio of CUF:CAC.
CUF stands for Cash Up Front, and it is the amount of money you get from a
customer when they decide to buy. CAC stands for Customer Acquisition Cost,
and it is the amount of money you need to invest in sales and marketing to win a
new customer.
Improving your CUF:CAC ratio can ensure that you have the cash to grow your
business without having to rely heavily on outside sources of capital.
HubSpot
To understand the CUF:CAC ratio, let’s first look at HubSpot.com. HubSpot is a
software business that provides a platform for businesses to manage all of their
marketing. HubSpot allows businesses to build a website, set up a blog, manage
their social media accounts, create email marketing campaigns, and analyze it all
through a single dashboard. It’s an all-in-one marketing platform for businesses,
and HubSpot’stypical customer is a small to mid-sized company that needs to
present a professional online image but doesn’t have the necessary internal
resources or the budget to hire a team of designers.
According to a recent article in Forbes, HubSpot invested an average of $6,793 to
win a new customer in Q2 2012. Their average customer paid $577 per month for
access to the software, so if HubSpot had charged its customer just the monthly
subscription fee, their CUF:CAC ratio would have been an abysmal .084:1.
But obviously HubSpot is in the subscription business, so they get $577 per month,
and their average customer stays with HubSpot for more than three years, so
they clearly recover the cost of acquisition over the lifetime of the

customer.However, if they hadn’t had a strategy to improve their initial
CUF:CAC, they would have required a boatload of money from outside
investors.
To improve their CUF:CAC, HubSpot sells an “Inbound Marketing Success
Training” package and charges new customers $2,000 to recover some of the
costs of getting them set up. By charging $2000 upfront for the training package,
their CUF:CAC ratio goes up to a much more respectable .37:1.
Forrester Research
To understand a company with an excellent CUF:CAC ratio, take a look at
Cambridge, Massachusetts-based Forrester Research. Forrester’s primary
business is selling syndicated market research on a subscription basis to billiondollar companies. Founded in 1983, today Forrester generates roughly $300
million dollars in revenue from 2,451 customers, including 38 percent of the
Fortune 1000.
Their core product is called “RoleView,” and for around $30,000 per year, Chief
Information Officers (CIOs) and Chief Marketing Officers (CMOs) can get
research insights delivered to them based on their functional role within their
company. Each RoleView subscription typically includes accessto research,
membership in a Forrester leadership board where peers discuss issues they
have in common, phone and email access to the analysts who perform the
research, unlimited participation in Forrester Webinars, and the right to attend
one live event.
Unlike HubSpot that primarily charges by the month, Forrester RoleView
subscriptions are mostly charged annually, upfront. Subscribers get an entire
year’s worth of their customer’s money in advance, giving them a positive
CUF:CAC ratio. George F. Colony, CEO and Chairman of Forrester, revealed the
benefit of charging upfront for subscriptions in his letter to shareholders in early
2013. He concluded: “Forrester’s business model yields healthy levels of free cash
flow. Wetypically carry between 50 and100 million dollars in cash.”

