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only a fixed number per month. We might aim for a higher activation 
rate, but that would only raise the monthly run rate in a linear fash-
ion. Raise the acquisition rate, though, and the run rate jumps expo-
nentially. Doubling customer acquisition from 10 percent to 20 percent 
yields a run rate of $679,350—not bad.

Now we know that the acquisition rate is critical to success. We’ll 
devote the first round of product revisions to achieving that metric. It’s 
time to do whatever we can to increase the chance that people will sign 
up: Make registration as easy as possible, tinker with the registration 
page copy, present testimonials, offer a gift for signing up, and make the 
service as enticing as possible to people who receive shared articles.

At this point, we’re ready to release the product and start gathering 
real-world measurements. By watching how the metrics trend, we can 
determine which are most critical to success. In the first week or two, 
we might find that the upgrade percentage isn’t 33.3 percent but only 
10 percent. We learn from further customer interviews that people are 
more likely to upgrade if they can try the pro version for free. So we 
develop a feature that lets users enter a credit card number, try it free 
for the first month, and pay an automatic charge unless they cancel.  
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Impressions from media  
properties (weekly)

100 100 100 100 100

Recurring Referral Traffic 0 0 0 0 0
New Referral Traffic 0 100 240 2578.56 3475.36
Promotion Traffic 0 0 0 0 0
Total Traffic 100 200 240 2679 3575
Acquisition Rate 0.1 0.1 0.1 0.1 0.1
Creates Account 10 20 34 267.856 357.536
Total Account 10 24 42 347.536 464.6784
Activation Rate 0.4 0.4 0.4 0.4 0.4
Articles Read 4 4 4 4 4
Avg. Articles Shared 2 2 2 2 2
Avg Views Per Article 5 5 5 5 5
Referrals Per Week 10 10 10 10 10
% of new Accounts that  

become paid
0.33 0.33 0.33 0.33 0.33

Total Paid Accounts 4 10 17 55 186
Retention Rate 0.99 0.99 0.99 0.99 0.99
Avg. Advertising Revenue/ 

Free User
$0.01 $0.01 $0.01 $0.01 $0.01

Avg. Revenue/Paid User $9 $9 $9 $9 $9
New Revenue $36 $180 $180 $2,411 $3,217.82
Recurring Revenue 0 0 0 0 0
Total Weekly Revenue $36 $180 $306 $2,411 $3,218
Monthly Run Rate $144 $720 $1,224 $9,643 $12,871.30

$4,182.11
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1 2 3 . . . 9 10

Impressions from media  
properties (weekly)

100 100 100 100 100

Recurring Referral Traffic 0 0 0 0 0
New Referral Traffic 0 200 680 137533.76 322263.36
Promotion Traffic 0 0 0 0 0
Total Traffic 100 300 780 137634 322363
Acquisition Rate 0.2 0.2 0.2 0.2 0.2
Creates Account 20 60 156 27526.752 64472.672
Total Account 20 68 180 32226.336 75483.3728
Activation Rate 0.4 0.4 0.4 0.4 0.4
Articles Read 4 4 4 4 4
Avg. Articles Shared 2 2 2 2 2
Avg Views Per Article 5 5 5 5 5
Referrals Per Week 10 10 10 10 10
% of new Accounts that  

become paid
0.33 0.33 0.33 0.33 0.33

Total Paid Accounts 8 27 72 12891 30193
Retention Rate 0.99 0.99 0.99 0.99 0.99
Avg. Advertising Revenue/ 

Free User
$0.01 $0.01 $0.01 $0.01 $0.01

Avg. Revenue/Paid User 9 $9 $9 $9 $9
New Revenue $72 $540 $1,404 $247,741 $580,254.05
Recurring Revenue $72 0 0 0 0
Total Weekly Revenue $286 $540 $1,404 $247,741 $580,254
Monthly Run Rate 0 $2,160 $5,616 $990,963 $2,321,016.19

$679,350.36

In further tests, that brings the upgrade rate up to 25 percent. We’re trad-
ing revenue for sign-ups in the short run, but we’re still converting a 
large percentage of the user base to the paid plan. We might try making 
up the revenue by putting more ads in the free version and see whether 
that has positive effect on upgrades or a negative effect on retention.

How long should we persevere? The answer depends on both the 
business’s performance in the real world and lessons learned from past 
experience. We’ve spent one week interviewing customers and validat-
ing the concept with a landing page, two weeks concierging, one week 
wireframing and creating a metrics model, and two to six weeks design-
ing and developing the minimum feature set. Once the product is live, 
we’ll spend another four to eight weeks of real-world operation fine-
tuning the product. Assuming that every sign along the way is positive, 
we might spend 12 to 18 weeks to get an app to product/market fit.

By choosing appropriate metrics, modeling, and experimenting 
with prototypes, we can get a clear sense of how our business is likely 
to perform in the real world. This takes a lot of the uncertainty out 
of innovating and helps us direct our resources toward winning ideas 
before the losers can eat up the budget.
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