
The first step – the revenue model

• The revenue model (part of your business model) drives 
the business and the expense structure
– People
– Marketing costs
– Sales costs

• Where you should focus your attention
– Physical product – focus on cash cycle
– Software / service company – focus on sell cycle
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SaaS company examples

• ClinicNote, Inc. (founded by an ISU grad)
– Software as a Service (SaaS) 

• Sports Knowledge (fictional android and iOS app)
– SaaS model high volume

All financial information provided is fictional
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Time to sellable 
product  < 1 year 
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ClinicNote revenue model

• Direct sale
– Universities

• Very specific market timing aligned with start of a semester
– Private Practices

• Indirect / assisted sale
– Value added reseller
– Referral / recommendation marketing
– Not currently pursuing these channels
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ClinicNote direct sale revenue model

• Universities
– ACV (average contract value) = $6,700
– Paid up front yearly
– No direct cost of sale

• Private practices
– ACV = $150 / Month or $1,200 / year
– Paid monthly and yearly – heavy discount for yearly payment
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ClinicNote university sell cycle

University sell cycle

Day#: 1       30       60       90       120       150       180
Prospect demo

Verbal yes
IT review

Contract review
Onboard univ.

University pays

X
X

X---------X
X-----------------X

X
X

This is a “quick sale”.  Some take one year or more 
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Financial impact of university direct sales

Sell cycle = 6 to 12 months
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ClinicNote private practice sell cycle

Private practice sell cycle

Day#: 1  3           30
Prospect demo

Verbal yes
Onboard practice

Practice pays

X
X

X---------X

• This is the average private practice sale
• Referral sale and value added reseller will be similar 

timeframe

X

24



Financial impact of private practice sales

Sell cycle = 1 to 2 months
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Summary: ClinicNote sell cycle

• Everyone underestimates the sell cycle, most by a factor 
of 2 or 3
– Sometimes the earliest deals are the fastest and later deals 

take longer and are harder to close
• Different customer types have different sell cycles

– University – large organization, process bound, slow!
– Private practice – very small organization, single 

decisionmaker, fast
• Typical client has 4 users 
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Sports Knowledge (fictitious company)  

• Mobile app developer for sports fan market
• Direct sale  

– $4.95 per month subscription
– App store on Google and Apple
– Apple and Google take 30% of sales for app store fees
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Sports Knowledge app store sell cycle

App store sell cycle

Day#: 1  3           30
App store purchase 

App store pays
X

X

• Google and Apple vary slightly from each other but in 
general they pay ever 30 days 
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Financial impact of app store sales

Sell cycle = 1 day
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Financial impact of app store sales

Sell cycle = 1 day
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Summary: Sports Knowledge

• Deceptively simple model
• Marketing is the challenge

– Driving user interest
– Keeping high retention of users
– Many apps are now one time fees
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