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Allocate is the leading international provider of healthcare
workforce management software. Having previously had an
‘up-front’ payment licence model, with annual support
charges, Allocate wanted to move to a subscription-based
model as a way of improving recurring revenue and
supporting more accurate sales forecasting.

Getting the pricing right was a big part of this project.
Not only did it move to being based on the number of users
but an annual price increase clause was introduced in the
contracts.

Allocate needed to consider a licensing model that could
prevent customer loss. Up until this point, the software was
sold as a five-year term license. The licence was paid
upfront, support was charged annually and a cloud offering
was sold separately. The problem was that, as a result of
this, less than half of total revenue was recurring. This
caused a huge variability and challenge in conducting
insightful sales forecasting.

A new price metric was introduced. Pricing was now based
on the number of users that need to be scheduled in the
software. As is common practice for many SaaS companies,
an annual price increase clause was introduced in the
contracts to reflect product investments and cost
increases year on year.

To work alongside this, the sales team focus was changed
from ‘sales’ targets to ‘retention’ targets, with support from
a newly formed ‘customer success’ team, covering renewal
activities. These new KPIs are tracked at a board level.
Across the business there is now a common goal of
‘customer success’. This has resulted in changes in thinking
around building the product, how to sell and communicate
value, and what financial metrics to consider.

Working together we combined the term licence, annual
maintenance and hosting costs, moving their offerings to
an annual subscription fee. Unique features were also
added to the SaaS offering, to differentiate and increase
value. All of this was supported by product re-packaging
and new commercial terms, as well as work on establishing
this new, central vision. In particular we worked together on
improving the following areas:

Shifting to a subscription-based model required a change in
how the finance function recognised revenue. The licence
revenue now had to be recognised over the term of the
contract, not as a one-off fee. A natural part of this
transformation was also establishing new KPIs, to include
percentage of subscription revenue, as well as percentage
of contractual profiles, with price increase clauses.

Commercial terms

Finance

As a result of this work over 80% of contracts are now on
SaaS, including annual price increase provisions. Allocate
has seen growth as well as greater predictability of revenue
and higher levels of measured customer satisfaction.

“It took a lot of effort in the beginning, especially on the price increase clause. We had to fight hard.
Changing the sales incentives helped to hold the line.
“We brought specific KPIs to the board level – percentage of revenue that is subscription, and
percentage of contracts with price increase clauses. It created transparency at the highest level.”
Sati Sian, CEO, Allocate

