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Summary

The pricing metric a company chooses, such as per user or per outcome, has a tremendous
impact on everything from revenue captured to sales productivity. Yet, itis rarely re-evaluated by
CEOs, CFOs, boards, and other executives. Recent market dynamics, such as inflation, COVID,
and most notably, the fast-moving impact of Al, are rendering more and more pricing metrics
ineffective or possibly obsolete. To stay competitive, companies must reassess how they charge
for value in today's evolving landscape.

Key Insights

e Alisdisrupting traditional Saa$ pricing metrics—companies relying on per-user pricing may
see declining revenue as Al automates tasks.

¢ No single “best” pricing model exists today—businesses must adapt based on value
correlation, market trends, and buyer expectations.

o Hybrid pricing models are gaining traction—combining platform fees with usage or
outcomes-based fees can help align pricing with value while accounting for the hard costs of Al
(e.g., ChatGPT charges.)

When market disruptions occur, like Al, it is important for companies to re-evaluate and adapt their
pricing approach both to accelerate revenue and avoid downside risk. To do this, companies should
gather fresh market intelligence to deeply understand both the relative value of their offering in
today's environment and how market changes, such as Al, willimpact their ability to drive revenue
growth through pricing going forward.

Pricing Metric Trends

For atleast the last ten years, much of the software industry has moved away from user-based
pricing for two main reasons: (1) customers often reduce users to cut costs and (2) there is not
always a tight correlation between value and users. With the rise of cloud computing platforms
like AWS and Azure, many software companies moved to consumption-based pricing, which
resonated reasonably well with technical buyers, but less so with business buyers because it was
not as predictable.
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Today, there is no clearly preferred pricing metric for software companies.

What Pricing Metric do you Primarily Use?

NUMBER OF USERS

VOLUME
(e.g., number of emails)

FIXED FEE

CUSTOMER DEMOGRAPHICS
(e.g., revenue, number of employees)

OUTCOMES
(e.g., cash collections, tickets resolved)

ALL OTHER

Source: BRP SaaS CXO survey conductedin 2024 withn=118

How Al is Impacting Saa$S Pricing

Avyear ago, our research! showed that Al was one of the top 5 investments software companies
were making, and we know this has accelerated much more. Alis very disruptive to software pricing
for several reasons:

1. It canlead to lower revenue over time depending on which pricing metric is currently in use
2. Ithas the potential to change buyers' perception of value

3. It may create competitive advantage and pricing power for some and reduce it for others
4

. Thereis a significant transactional cost component of Al that software companies have not
usually had to factor into pricing

5. Companies need to determine how they should charge for Al (e.g., higher platform fee, separate
module add-on fee, premium bundle)

Take CX (customer experience) software, for example, which has historically been priced per-user,
but now has Al agents resolving service tickets without any user involvement. Per-user pricing
would lead to revenue reduction unless it is now changed to something that correlates more
strongly with value, such as outcomes.

To maximize revenue from pricing without incurring higher churn, it is imperative that companies
get fresh market insights about buyers' evolving perception of value and evaluate whether a change

1. Source: 2024 BRP SaaS CXO survey
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in the pricing metric can accelerate revenue while simultaneously reducing risk. We call this "future-
proofing” your pricing strategy. This is best accomplished through interviews with customers and
non-customers and buyer surveys. Our recent work has shown a number of key learnings, all of
which led to better pricing and accelerated revenue growth:

e New buyers are open to a different pricing metric (versus the industry standard) due to
widespread knowledge that Al will render the old metric ineffective.

e There are opportunities for software companies with pricing power or product superiority to lead
the industry with a new and better pricing metric and structure.

e Switching from pure usage pricing to a combination of fixed platform fee plus usage or
outcomes-based fees captures more direct revenue from Al functionality and reduces the
revenue variability from usage.

Good pricing metrics should meet the following criteria:

1. Simple to understand and communicate

2. Strong correlation with value (both intuitively and based on 'willingness to pay' correlation
analysis)
3. Future proof (organically increasing industry-wide rather than decreasing)

4. Easy for customers to forecast

5. Easy to track and invoice

Conclusion

Many software companies risk revenue decline by staying with pricing metrics that no longer work
in today's Al-fueled market environment. To stay ahead, companies should evaluate this risk, and
through fresh buyer and competitor research, determine whether their current pricing modelis
maximizing value — or leaving revenue on the table.

Successfully navigating these pricing shifts requires a data-driven, strategic approach. At Blue
Ridge Partners, we help companies optimize their pricing models based on deep market insights,
competitive intelligence, and proven pricing strategies. Contact us to explore how we can help you
future-proof your pricing and accelerate revenue growth.
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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 1,300 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

Atlanta | Boston | Chicago | Dallas | Denver | Detroit | Frankfurt | Houston | London | Los Angeles
Melbourne | New York = Philadelphia ' San Diego = San Francisco = Seattle = Washington DC
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