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It is time to acknowledge a hard truth—
enterprise software companies need a
new growth formula.

Al is transforming product strategies, tariffs are shaking global markets,
and customer acquisition costs are ballooning. As a result, existing
growth playbooks—reliant on expansive product portfolios and hiring
more salespeople to chase new customers—are now obsolete. Instead,
companies must build sustainable, value-driven growth models centered
on impactful core products, retaining current customers, and continuously
expanding revenue through cross-selling and upselling.

As discussed in the first article of the current series, “The End of a Software Era,”
analysts are projecting further decline in the percentage of “high growth” (15%+
annual revenue growth) enterprise software companies in 2025 due to the
disruptions listed above. We found this trend to be consistent across companies
of different sizes. The rise of Al agents is expected to further accelerate the
disruption of mid-size enterprise software companies.
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On top of this, it's become increasingly challenging and expensive to
acquire new customers as competition intensifies across every sub-
sector of the industry. Customers are also continuing to reevaluate their
software spend leading to increased churn rates.

How do enterprise software companies successfully navigate these
shifts and weather the storm? We believe they need to build a new
growth model designed around product value and laser-focused on
customer retention, targeted acquisition, and continuous expansion. This
growth model needs to support innovative and flexible models including
usage- and outcome-based pricing for Al-embedded products.
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Product-value focus

Building a growth model in this environment begins by focusing on the value customers
derive from products. Enterprise software companies must prioritize delivering clear value by
addressing evolving customer needs such as new Al capabilities, advanced data analytics,
and seamless APl integrations. Additionally, software companies need to develop
complementary solutions and create customizable options without the cost of launching
new product lines. A product-value focus increases retention and attracts new customers,
while complementary offerings provide opportunities for cross-selling and upselling.

The practice of frequently introducing new products, often at the minimum viable product
(MVP) level, to quickly grab market share is mostly behind us. Instead, companies must
double down on product quality and targeted product expansion, including the use of net-
new technologies such as Al agents to improve value propositions. For example, Adobe has
narrowed its focus to core creative and cloud products, augmenting quality while integrating
Al with its Sensei platform. Similarly, Salesforce has boosted its cloud-based CRM solutions,
first with Einstein Al and now with Agentforce.

Customer retention

Customer retention is essential to predictable growth.
Enterprise software companies must build partnerships with
their customers to deliver continuous value—through
personalized onboarding, frequent engagement, and
proactive support—to reduce churn and drive satisfaction. To
ensure long-term success, companies need to prioritize and
invest in their most profitable customers, where retention
yields the highest return.

Traditionally, software companies have implemented
dedicated customer success teams, but many are struggling
to effectively collaborate between sales and customer
success. This has led to a renewed emphasis on operating
model and incentive structure improvements. Some have
added customer success metrics such as consumption and
adoption to sales team incentives. In a market with elevated
competition and shrinking growth, limiting churn needs to be
a priority.
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Targeted new logo
acquisition

Instead of casting wide nets, leading software companies
use data analytics and Al models to identify high-potential
leads and increase conversion rates. Verticalized go-to-
market approaches and strategic collaborations with other
software providers have been key focus areas to target
specific customers and segments.

By driving metrics like lead conversion rate and customer
lifetime value, enterprise software companies improve their
marketing efficiency, lower acquisition costs, and better align
offerings with target customer needs. The name of the game
is efficiency over number of sellers.

Continuous expansion

In the current environment, growth cannot primarily hinge on new customers. Enterprise
software companies are realizing that existing customers can be a great source of
sustainable, and often predictable, revenue growth.

Accordingly, companies are refining their sales motions to proactively engage with existing
customers by offering carefully planned complementary solutions and cross-selling
additional services to solve problems in adjacent areas. An increasing number are also
implementing product-led growth tactics such as free trials, feature unlocks, and in-app
nudges to drive continuous expansion.

New pricing models

Traditional seat-based subscription models can be restrictive, especially in the world of Al
where a single subscription can accomplish more than ever before. As Al technologies
rapidly evolve, many companies are rethinking their pricing structures to better capture
value. Meanwhile, customers are also demanding more flexible pricing models that align
with their usage and needs. In response, software companies must accelerate the shift to
consumption-based pricing and offer greater flexibility. This pricing approach allows
companies to better monetize high-usage customers while creating entry-level tiers for
smaller customers. We recently published an article on how consumption-based pricing can
unlock the next level of growth.

In addition to consumption-based models, a few software companies are experimenting with
outcome-based pricing for Al agents, where fees are tied to business impacts. For example,
Salesforce is pricing Agentforce per successfully handled customer interaction. Similarly,
ServiceNow is experimenting with pricing per automated resolution of IT service requests.
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Setting the growth
model in motion

We are increasingly seeing examples where clients are
incorporating multiple elements of this new growth
model into their strategy. Recently, this approach helped
an enterprise software client that had seen its growth
decline from 30%+ CAGR to below 20% within one year
due to rising churn and a slowdown in new customer
acquisition.

To mitigate the slowdown in growth, we worked with the
client to transform its operating model. The company
rebalanced its R&D portfolio with an emphasis on
stabilizing core products and addressing customer
issues. The company also refreshed its overall go-to-
market strategy to focus on existing customer
relationships and reduce churn. To realize this sweeping
transformation, they changed several executives in favor
of new hires with a track record of not just growth but
also of operational excellence. This plan aims to hold
the line on growth in the near term, while improving
margins by 10+ points and positioning the company to
win in the future.

In today’s disruptive market, enterprise software
companies must embrace a new growth playbook
focused on product value, customer retention, targeted
new logo acquisition, and continuous expansion to
achieve predictable growth. Success will require
strengthening core products while strategically investing
in innovations such as Al agents. At the same time,
companies must optimize their pricing models to meet
customer needs and to fully capture the value of their
solutions. The question is no longer whether to adapt,
but how quickly to embrace this new concept and
outpace the competition.
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ABOUT US

For more than forty years, AlixPartners has helped businesses around the world respond quickly and decisively to their most
critical challenges—circumstances as diverse as urgent performance improvement, accelerated transformation, complex
restructuring and risk mitigation.

These are the moments when everything is on the line—a sudden shift in the market, an unexpected performance decline, a
time-sensitive deal, a fork-in-the-road decision. But it's not what we do that makes a difference, it's how we do it.

Tackling situations when time is of the essence is part of our DNA—so we adopt an action-oriented approach at all times. We
work in small, highly qualified teams with specific industry and functional expertise, and we operate at pace, moving quickly
from analysis to implementation. We stand shoulder to shoulder with our clients until the job is done and only measure our
success in terms of the results we deliver.

Our approach enables us to help our clients confront and overcome truly future-defining challenges. We partner with you to
make the right decisions and take the right actions. And we are right by your side. When it really matters.

The opinions expressed are those of the authors and do not necessarily reflect the views of AlixPartners, LLP, its affiliates, or any of its or their respective professionals or
clients. This article Stability in the Storm: Navigating enterprise software’s growth crisis (“Article”) was prepared by AlixPartners, LLP (“AlixPartners”) for general information
and distribution on a strictly confidential and non-reliance basis. No one in possession of this Article may rely on any portion of this Article. This Article may be based, in
whole or in part, on projections or forecasts of future events. A forecast, by its nature, is speculative and includes estimates and assumptions which may prove to be wrong.
Actual results may, and frequently do, differ from those projected or forecast. The information in this Article reflects conditions and our views as of this date, all of which are
subject to change. We undertake no obligation to update or provide any revisions to the Article. This Article is the property of AlixPartners, and neither the Article nor any of its
contents may be copied, used, or distributed to any third party without the prior written consent of AlixPartners.
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