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In April 2018, Paradoxes Inc. asked Among customers thinking about churning,
B e s 6505 usars whisthar Shsi an average of 50% of their SaaS products are

at risk of cancellation in the next 12 months.

organizations were planning on i
canceling any Saa$ subscriptions q HGV"‘!Q Va!ucple
over the next 12 months. . functlonollljcly is
not enou

About 10% of respondents indicated 2 LLOO/O Once a customer 830/0 ]
they were thinking of canceling at least decides to cancel, 83% of customers who are
one Saas$ subscription. The SaaS it's likely too late considering churning find the
Cancellation Risk Study findings focuses Saas functionality valuable,
on understanding why these 40% of custc_)r_ners who bgt ﬁnd it's easily re.pl'aceable
respondents are at risk. m_oke a decnsuon_to cancel with mtgrnol capabilities or

will never reconsider. competitor products.

4] Communicate product Assess your customers'
value, not just functionality expectation gaps
Four steps
10% toreduce &
O of users are . \
thinking about canceling Can.ce].].atlon -
at least one subscription. riSk'
Study findings focus Engage customers and Invest in training

on this 10%. look beyond telemetry and support
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Study Overview: Saa$S Cancellation Risk Study

Paradoxes Pulse Research Series Paradoxes created the SaaS Cancellation Risk Study
The first installment of the '|'O answer 'l'hree C]UGSTIOHS

Paradoxes Pulse Research Series
was the
. Through our

research we leamed about What percent of SaaS subscriptions are at risk
Saa$ customer usage, as well Of COHCG”OTiOﬂ?

as adoption motivations
and challenges.

cor s second siudly, we @ Why do customers cancel Saas subscriptions?

wanted to flip the usage coin
and

@ What can you do to reduce cancellations?

This study provides you insights
to help you assess your own
customers’ cancellation risk.

To answer these three questions, we surveyed 294 “at risk”

To access the Pulse Research
Series, visit our Studies page at

http://paradoxesinc.com/studies/. subscription over the next 12 months.

SaasS users who are considering canceling at least one Saas
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FINDINGS
SUMMARY

Through our research, it is
clear cancellation risk is a
problem frequently faced
by most SaaS companies.

The main reason customers
consider canceling is a lack
of realized value, and once
they consider canceling

it's too late.

To reduce churn risk,
proactive measures are most
effective. Focus on guiding
and meeting initial
expectations.

Why are
customers
considering
canceling?

What can Saa$
companies

do to reduce
cancellations?

* Around 10% of all SaaS customers are “af risk” of canceling
atf least one subscription.

* Perrespondent, an average of 1.37 Saas products are “at risk” —
the average respondent has 2-3 Saa$S products.

Lack of value is the main reason for cancellations

* The #1 reason for considering cancellation is the cost of the
subscription, indicating customers feel they aren’t realizihg enough
value for the price.

Be proactive

+ Communicate product value, not just functionality
* Engage customers and look beyond telemetry

* Assess your customers’ expectation gaps

* Investin training and support

&) paradoxes



Why did customers subscribe?

Customer reasons for subscribing It’'s about money and usefulness —
Efficiency, save time IS 15% SOOS CUSTomerS SUbscribed mOInly
Got a good deal 14% for financial-related and
Save money 10% . o
functionality-related reasons.

Add functionality IS 10%

Make money 9%
Outsource IT functionality I 87, h
Industry standard 5% “Got a good deal”, “save money”,
Appear modern 5% “make money”, “free trial”
Employee referral 4%
Stay compefitive 4% QO Functionality reasons (33% of total):
Better option than previous solution 4% “Efficie ncy”l “add fUﬂCﬂOﬂO”Ty”,
Clentusestt 4% “outsource IT functionality”
Free trial 3%
Read about it 3%
Other 1%
Q: Thinking back, why did your company subscribe? Sample size n=294
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What subscriptions are at risk of cancellation?

Current subscriptions at risk of cancellation We asked “at risk” respondents

Product (# of subscribers) % of users considering cancellation Who‘l‘ SOOS Soﬂ'WOre ‘I‘he”" CompO n|es
Mailchimp (n17) N /| %, =
—— e currently use and which Saas$
Zendesk (n29) ——— 57 subscriptions they are thinking
Salesforce.com (né4) NIEEEEEE———— 537, .
Basecamp (n14) M 57 Of COHCG“ﬂg
Microsoft Office 365 (n173) IE———— 557,
Facebook Workplace (n43) — 537, « Of the 805+ Saas licenses identified by

Google G-Suite (n94) IEE—————— 497,
HubSpot (n28) S /4%,

the 294 “at risk” respondents, 50% are at risk

Intuit (N55) —— 457, of being canceled.
Atlassian (n14) S 437,
Workday (n33) — 427, + On average, the number of “at risk” Saa$

Adobe (n88) mEEE———— /)7,
DocuSign (n49) s 37%
Zoom (N31) N 357,
ServiceNow (n26) e 317
Tableau (n12) e )57, Sample size n=294

products per customer is 1.37 - the average
respondent has 2-3 SaasS products total.

*Q: What paid software is your company subscribed to¢ (See n for # of subscribers)
**Q: Is your company considering canceling any of these in the next year? @’ paradoxes



Why are customers considering cancellation?

Reasons for considering cancellation

B “Primary (#1 choice) **Cancellation reasons
cancellation reason (all choices)

Cost NE—— 77
Found a better option TEE———— 17

Want o try something new —-——— 10%

: : I
Poor customer service experience 10%

Infrequenf Use — 10%

Redundant to other software  EE——— 77

7%
Lack of system or version compatibility ————————

Lack of training  ——— 77,

Hard fo use mm— 7
Inflexible  Mm—_47
Temporary need — 47

Executive decision M 3%

Consistency with client tech ~m—_37 Sample size =294

*Q: What is the primary reason your company is considering canceling the subscription?g

We asked respondents to list all

their reasons for canceling a selected
Saas subscription and which was their
primary reason.

The #1 reason for considering cancellation
is the cost of the subscription, likely meaning
customers feel they aren’t getting the value
they’re paying for from their SaasS solution(s).

21% of respondents want to try

something new or found a better option,
suggesting subscribed customers are open
to competitive products.
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Would customers reconsider their cancellation decision?

Current subscriptions at risk of cancellation We asked respondents to provide
text responses on what would make
Would not reconsider NN 407 them reconsider canceling their
GO N 377 “at risk” software product(s):

(Lower price, better deal)
A

Product improvements ’ :
PO trivd mor'zimegroﬁom) B s ./ A large percentage of Saa$S cancellation
decisions (40%) were irrevocable — nothing could

Customer service .
M 5% be done to change minds on selected software.

(Improved quality)

Need . o)
(More nesd/uss for producr) I 4% ——— Cost reduction of the subscription was by far the
Ease of use g o5 top potential reconsideration reason.
(Improved) °
Best alternafive g * Improving the value of the product would make
. ; 2% : o . ,
(Competitor solufions are worse) few reconsider. Once dissatisfied with the product's
Training 1 1o, value, the risk of irrevocable cancellation

(Betierqualty sample size n=294 decisions increases

Q: What would make you reconsider canceling [product] subscription?
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What plans do “at risk” customers have post-cancellation?

We asked respondents
what they would do
post-cancellation:

The maijority (83%) need the
functionality of the Saas$ software
they are thinking of canceling.

* 44% of respondents are
considering competitive products

Having a product with
valuable functionality is not
enough to protect from churn.

* Only 17% feel functionality
did not add value

Post-cancellation plans

Build internal app

Create a workaround

Replace with
a competitive
product

Sample size n=294

*Q: Assuming you cancel the [product] subscription
how do you plan fo fill the gap?

Don'treplace
- functionality
not needed

Reassess at

future date
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What can SaaS companies do to reduce cancellation risk?

Take these 4 proactive steps to reduce cancellation risk:

Communicate product value, not just functionality:
Customers need to understand and see proof of your
product’s value. Cost is a primary cancellation reason
likely because customers feel the product is not delivering
on expected value. The product’s value needs to be
explicit or explained.

Engage customers and look beyond telemetry:
Behavioral analysis is helpful, but it doesn’t give you
the full picture. To understand how your customers
feel, nothing beafs talking to them.

Assess your customers’ expectation gaps:

Cancellation reasons are frequently tied to expectation
gaps. Identify your subscribers’ expectations and find out
where there's a mismatch.

Invest in training and support:

Many cancellations occur when users are unable to unlock
enough of a product’s value, either due to inadequate
fraining or a lack of helpful customer service. Show customers
how to get the most out of their investment and support
them along the way.
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In April 2018, Paradoxes

asked US business Saas users

over the next 12 months.

Approximately of
those surveyed,

, indicated that
they are considering

canceling af least one
Saas subscription.

Around of these

“at risk” respondents were
from SMBs (less than 1,000
employees) and around
25% were from large or
enterprise organizations
(over 1,000 employees).

Research methodology and sample

Methodology

Short screening
survey to identify
“at risk” respondents

5-10 minute
quantitative survey
fielded across the US

Research conducted
from April - May 2018

Sample profile

77% of the sample are
decision-makers for
SaasS implementation
(they either decide or
recommend what to
implement)

Mix of small, medium,
and enterprise size
businesses - Around
75% of sample are
from SMBs (less than
1,000 FTE)

294

Sample size

Survey sample
consists of 294 “at risk”
respondents

Screenedin

“at risk” respondents
from about 3,000
information and
technology workers

(US business Saas users)
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Research methodology: Survey flow
Survey Topic Key Question(s)

Survey start

Survey end

Sample profiling

Current software
subscription(s) and
cancellation plans

Subscription and
cancellation reasons

Future plans and
reconsideration
reasons

— How many full-time employees work at your company?

— In what department do you work?

— What best describes your industry?e

— What best describes your role in selecting, purchasing, and/or
canceling software subscriptions at your company?

— What paid software is your company subscribed to?

— |s your company considering canceling any of these in the next year?

— Thinking back, why did your company subscribe to [SaaS product]2

— Why is your company considering canceling the [SaaS product]
subscription?

— Assuming you cancel your SaasS subscription, how do you
plan to fill the gap?

— What would make you reconsider canceling your Saas subscription?@
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Founded in 2007, Paradoxes is a strategic marketing
organization that helps technology companies collect,
analyze, and use data to make smarter sales, marketing,
and product decisions.

We specialize in helping companies get their products
adopted and used.
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Paradoxes Audience and

Since 2007, Paradoxes has spoken with over 30,000 audience members.
Paradoxes’ expertise includes the following:

AUDIENCES E INDUSTRIES
o

® Advertisers @ IT professionals @ Cloud service providers @ Retail

© Business decision makers (BDMs) @ Software developers © Education @ Social media
@ Channel partners and engineers @ Healthcare @ Technology
® Consumers © Students © Manufacturing

@ Edlicaer ® Technical decision

®@ Information workers makers (TDMs)

paradoxes






p RESEARCH

QUALITATIVE

Advisory councils

Dial testing
Ethnography

Focus groups

In-depth interviews (IDls)
Usability

QUANTITATIVE
Conjoint/MaxDiff
Tracking studies
Web/mobile surveys

NEURO-PHYSIOLOGICAL
Biometrics

EEG

Eye tracking

Facial coding

Our Services®”™ < 3

DATA STRATEGY AND DEVELOPMENT
Data development
KPI creation and data mapping

DESCRIPTIVE ANALYTICS
Dashboards and reporting

Data visualization

Existing information synthesis (EIS)
PREDICTIVE AND

DESCRIPTIVE ANALYTICS

Churn, vulnerability, and
usage models

Look-alike modeling
Segmentation

POSITIONING

MARKET OPPORTUNITY
ANALYSIS

Competitive analysis
Market segmentation and sizing
Target audience selection

VALUE PROPOSITIONS
Cost/benefit analysis
Differentiation

POSITIONING AND

MESSAGING FRAMEWORKS
Message testing and validation
Promise statement

Supporting evidence

paradoxes
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Paradoxes helps you on your product/services path wherever you are today - or wherever you want to go.

QUESTIONS WE HELP ANSWER: SOLUTIONS WE PROVIDE:
What's my addressable market?e > © Market opportunity analysis
Plan Who would buy it? > @ Target markets and audience selection

How is it different than the alternatives? ———> & Competitive analysis
How does it fit into the lives of my customerse ——> @ Value proposition and positioning

. Is my idea compelling? © Concept testing
De.5|gn' Is it easy to use? & Usability testing
Build & Is there customer friction?2 & Customer experience journey mapping
© Price testing
> & Monetization models

What messages and words will resonatee —————>
Market Which ads should | use?
Strategy Which channels should | use?
What else can | offer to the current customerse —>

Message development and testing
Creative testing

Pipeline modeling

Cross-sell and up-sell strategies

V Vv

ONONONO)

\

What key measures should | use?2
Measure & How dolgetthe most out of my dataz —————>

\

KPI audit, design, and definition
Data and analytics strategy
Customer satisfaction studies
Who's likely to churne How do | stop themg ———> Churn and vulnerability analysis
Who are my best customers and how ———> Best customer look-alike +

do I get more of them? next-logical-purchase modeling

Test Is the price right?
How do | make money from it2

Optimize Are my customers happy?

ONONONONG;
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Why Paradoxes? EXPERIENCED. TRUSTED.

FOUNDED

2007

We've
conducted
thousands of
research,
analytics, and
positioning
projects
worldwide for
[SYelellgle!
technology

90% companies.

rehire rate
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Research « Analytics ¢ Positioning

For more information about

how Paradoxes can help you
make smarter decisions, go

to paradoxesinc.com or contact

jscott@paradoxesinc.com or
steveb@paradoxesinc.com




