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SaaS CXOs now more optimistic about 2024 growth

Leveraging commercial model improvements and new products
to drive growth

Summary

With meaningful changes to economic and political factors in early 2024 (largely occurring after 2024 plans were set),
how have software CXOs' perspectives on 2024 growth changed one quarter into the year? To find out, we recently
completed a market survey to learn about CXOs' changing growth expectations and the initiatives they are now
prioritizing to drive growth.

Key Findings

« 7xmore SaaS CXOs have increased economic optimism compared to

90 days ago, with the increase being "somewhat more optimistic” =
° —
+ Software companies are now projecting an average of 15% revenue °—
growth in 2024 with the fastest growing software companies projecting
40%+ growth
About The Survey

« 70% of software CEOs and CFOs believe their company's sales

effectiveness and commercial model improvement initiatives will be a
primary driver of 2024 growth

Improving cross-sell/upsell to existing customers and improving
account targeting for new account sales were viewed as the most
critical commercial initiatives to achieving 2024 growth

Nearly 90% of software companies have raised or plan to raise prices
in 2024, with average increases in the U.S and U.K. at 6-7% compared
with 4% in continental Europe. These increases are 30-40% lower than
the companies’ 2023 price increase. For more insight into the pricing
opportunity, click here to read our dedicated report on this finding.

Few companies plan to make meaningful cost reductions in their
commercial organizations

* Dollars, Pounds and Euros

In March 2024, Blue Ridge
Partners completed a
survey of 151 CEOs,
CFOs, CROs and
CMOs from software
companies in North
America and Europe
varying in size from 100M
to 5B* of ARR (Annual
Recurring Revenue).
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https://www.blueridgepartners.com/wp-content/uploads/2024/04/2024-SaaS-Price-Increase-Window-Remains-Open.pdf?utm_campaign=Pricing&utm_source=hs_email&utm_medium=email&_hsenc=p2ANqtz-_I0CEnZODCqacqRK4dOagLsHYX1mHEI6ZgoWnaQSPhwbkxRIS7Ya4q5FEWWzgAvryoAo-5
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Increased economic optimism

Software CXOs are somewhat more confident in the economy now than they were 90 days ago, with

62% of CXOs having increased economic optimism versus only 9% having a more negative view.

While no dramatic changes in economic factors over the past 90 days were cited, hiring, financing

and inflation were viewed as more favorable with political stability being viewed as less favorable.

The top quintile of software companies expected to grow by 42% in 2024, and there were only
modest differences in growth expectations across North America and Europe.

Forecasted 2024 Revenue Growth

Change in Macroeconomic Factors in Past 90 Days
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Key initiatives to drive 2024 growth

Software companies of all sizes cited three primary factors driving 2024 growth, with companies <1B

indicating that commercial model initiatives were #1 and 1B+ companies leveraging new products

as their top driver.

COMPANY ARR

TOP FACTORS DRIVING 2024 GROWTH <1B 1B+

Company's sales and commercial model initiatives

Market headwinds or tailwinds in your markets

Company'’s new product initiatives

#1 #3
#2 #2
#3 #1
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Within commercial model initiatives, the clear top priority was increasing cross-sell and upsell to existing customers.

Commercial Initiatives Most Important To Achieving 2024 Growth

Improve cross-sell /
upsell to existing customers

Improve account targeting to focus sales &
marketing on new accounts most likely to buy

Expand sales into new geographic
or market segments

Improve customer retention

Improve marketing demand gen and
lead generation effectiveness

Improve sales performance (measured
in average bookings or margin per rep)

Improve channel performance

Increase pricing and ability to
capture pricing increases

Re-organize to increase
efficiency / cut costs

Improve marketing-to-sales
hand-off and conversion of leads

Improve sales training

Strengthen the Revenue /
Sales Ops function and capabilities

Improve profitability of long tail
of smaller customers

Improve sales compensation

Improve processes and tools
(incl. commercial tech stack)

Hire / train line managers

CXOs were asked to rank from #1 to #5 the
commercial initiatives from this list based on
theirimportance to achieving 2024 growth

Size of bars represent weighted average response.

Blue Ridge Partners has worked extensively in this area and found that there are 3 primary challenges to improving

cross-sell/upsell performance:

1.

Organizational responsibilities —improving expansion
revenue while minimizing the risk of distracting hunters
from new business or overly relying on CSMs* with
limited sales skills

Account targeting—teams struggle to know which
accounts to focus on without good white space analysis
to understand the potential upside and predictive
targeting to know the probability of success

* Customer Success Managers

3. Product targeting and pricing— challenging to
determine which products a particular customeris
most likely to want next and what price is appropriate
given their history

Increasing expansion revenue is a very solvable initiative,
and in our experience, could generate anincremental
5-10% overall revenue growth for large and medium-sized
software companies.
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The #2 top initiative is improved account targeting on new accounts. In our experience, the
best approach for this is leveraging new external data plus internal data to determine specific
predictive attributes that indicate higher propensity to buy and higher lifetime revenue, to focus
prospecting efforts. This can free up 20%+ of a sales team’s time spent on prospects not likely
to buy, and reinvest that time on prospects with higher win rates and lifetime value. This typically
resultsina 10-15% increase in net new revenue.

We also asked CXOs about other key topics that are impacting their businesses early in 2024.

Al —-sharply increasing investments but lacking clear
strategy

Software companies have significantly accelerated their investment in Alin 2024 versus 2023 with
large software companies moving more aggressively into Al than small and mid-size companies.

. . . Despite increased
Software Companies With SIGNIFICANT Budget Allocations to Al

(1 of highest spend initiatives) investrment in Al.

software companies

2023 m 2024 lack conviction

30% around where Al will
27% generate the most

20% .
benefit to commercial

0,
10% B performance or how
0, TR
o 0% [ 5% A they willimplement
(]
100-499M 500-999M 1-4.98 Al capabilities.
Expected Impact of Al on Commercial Performance
VERY
SIGNIFICANT
NO IMPACT IMPACT
Extracting Value from Long Tail of Customers
Customer Penetration (Cross- / Up-Sell) _
1 2 3 4 5
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Is it time to update commercial team
performance metrics?

Most software companies are evaluating commercial team performance

“We spend more time

analyzing the ROlon a

$1MIT investment than based on traditional factors like revenue growth, renewal rate and profit
we spend evaluating the margin. Is it time to update or add to these metrics? For example, are

$400M we spend in sales companies realizing an acceptable ROl from their commercial investments?

and marketing each year. Could the ROI be higher? Where should the next economic unit be invested?

- CFO, Fortune 500 Company We believe CEOs, CFOs and Boards should expect higher results from their
commercial investments and should increase focus on sales productivity,
share of wallet and Return on Commercial Investment (ROCI)* as key
performance metrics.

Relative Importance of Factors Used to Evaluate Commercial Team Performance

Revenue Growth

GRR/NRR

Profit Margin

Sales Productivity

Share of Wallet UNDER-USED METRICS?

Suggested Near-Term Actions

1. Evaluate current commercial growth initiatives and consider re-prioritizing to include:
[] Cross-sell/upsellinitiative to generate more expansion revenue

[ Account targeting initiative to improve sales productivity and accelerate revenue from
new accounts

2. Rethink your commercial performance metrics, adding some that balance growth and ROI,
such as sales productivity and Return on Commercial Investment (ROCI)

* Return on Commercial Investment (ROCI): ROCI Score = Total Gross Profit / Total Sales and Marketing Expenditures
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Executive Briefing

Why Blue Ridge Partners?

Blue Ridge Partners is recognized as the most experienced impactful and respected firm that is
exclusively focused on helping companies accelerate profitable revenue growth. We have worked with
over 1000 companies worldwide on commercial model transitions, strategic pricing engagements
and due diligence assignments. We are known for rolling up our sleeves, being pragmatic in our
analyses and delivering tangible results that focus on the "how" of execution. Based on our significant
experience we have amassed extensive knowledge of the issues that affect revenue performance.

For further information please contact us at info@blueridgepartners.com
or visit us at www.blueridgepartners.com.

Our Locations

> |
BLUE RIDGE PARTNERS' Atlanta | Boston | Chicago ' Cleveland | Dallas | Denver | Frankfurt | London | Los Angeles
The Revenue Engine Melbourne | New York | Philadelphia | San Francisco | Sydney | Washington DC
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