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Abstract:

The recurring revenue model enables scalability for subscription businesses, but it presents unique
challenges, especially in retention. A seamless billing experience is crucial, as issues like delayed
payments, invoicing errors, and complex subscription management can drive customers away. Manual
billing is inefficient for recurring models due to difficulties with proration, mid-cycle changes, and
compliance. A CPQ (Configure, Price, Quote) system simplifies subscription management by
automating billing, renewals, revenue recognition, and offering customizable pricing options. These
systems also help capture upsell and renewal opportunities, reducing revenue leakage and involuntary
churn from failed payments. Oracle’s subscription management solutions address these challenges
through automation, accurate pricing, and seamless integrations across billing, finance, and CRM
systems. This unified approach enhances cash flow, provides valuable insights into customer behavior,
and supports complex billing models. By implementing a robust CPQ solution, businesses can achieve
scalable growth, minimize churn, and improve customer satisfaction.
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Introduction:

The recurring revenue model is highly scalable, but subscription businesses face unique challenges,
particularly when it comes to retention. Unlike a one-time sale, which can be completed and forgotten,
subscription-based businesses require ongoing customer engagement and continuous value delivery.
Retention is critical, and a key factor that influences whether customers stay is the billing process. A smooth
and transparent billing experience helps retain customers, while disorganized or error-prone billing can drive
them away.

Inaccurate invoicing, delayed payments, and disjointed quoting processes lead to revenue leakage, poor
reporting, and missed opportunities. To address these issues, subscription businesses need more than just a
basic billing system; they need a CPQ (Configure, Price, Quote) solution designed for the complexity of
subscription management.

Research Objectives

The primary goal of this research is to identify and evaluate the specific impacts of Oracle's CPQ solutions
on revenue growth in business-to-business (B2B) sales. It will focus on understanding which CPQ-driven
tools and strategies are most effective in enhancing key revenue components, such as sales volume, customer
spending, and overall profitability.
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Scope of the Paper

This research will examine the application of these tools in various areas of CPQ and subscription
management, including customer segmentation, personalized recommendations, predictive analytics, and
automation. It will assess both the direct effects, such as revenue growth from tailored pricing
recommendations, and indirect effects, like efficiency gains from process automation, on overall revenue
growth and customer satisfaction.
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Figure 1 CPQ Process flow

Common issues for subscription management services

Common issues in subscription billing can present significant challenges for businesses, especially those with
recurring revenue models. Oracle and other vendors offer a suite of solutions that address these issues by
automating and streamlining subscription billing processes. Below are some of the most common problems
and how these tools can help resolve them.

Manual Billing Errors

Manual billing is prone to human error, leading to inaccurate invoices, incorrect pricing, and missed charges.
This can frustrate customers and cause revenue leakage. Oracle Subscription Management and Oracle
Revenue Management Cloud automate the billing process. The same process can be achieved through other
vendors such as Salesforce as well. With these tools, businesses can create accurate, rule-based pricing models
that automatically calculate and apply charges based on subscription tiers, usage, or custom pricing
agreements. This reduces the chances of billing errors and improves accuracy.

Difficulty Managing Complex Subscription Plans

Managing complex subscription plans that include variable pricing (e.g., usage-based pricing, tiered plans)
and different billing cycles can be overwhelming without the right tools. Oracle Subscription Management
Cloud enables businesses to handle complex pricing models and subscription plans. It supports various billing
arrangements such as fixed, usage-based, or hybrid models, allowing companies to offer flexible subscription
options without worrying about complexity. It also automates the proration of fees for mid-cycle changes,
ensuring that customers are billed correctly when they upgrade or downgrade their plans.

Revenue Leakage

Revenue leakage can occur when new services or features are not accurately billed or when discounts and
promotions are applied incorrectly. Inaccurate billing can also lead to missed payments. Oracle’s billing
solutions integrate with Oracle Revenue Management Cloud, which ensures revenue recognition compliance
and automates billing processes. By automatically applying discounts, promotions, and usage charges, Oracle
ensures that every revenue opportunity is captured, and that revenue recognition adheres to standards like
ASC 606 and IFRS 15. Oracle Advanced Pricing also ensures that all pricing rules are enforced during invoi-
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cing, eliminating pricing errors and revenue leakage.

Inconsistent Cash Flow Due to Payment Failures

Payment failures, especially in recurring billing, can disrupt cash flow and lead to involuntary churn when
customers unintentionally stop paying due to expired or failed payment methods.

Oracle Subscription Management integrates with Oracle Payments Cloud, which automates the payment
collection process. It supports multiple payment methods and includes features like automatic retries and
dunning management. Notifications are sent to customers if their payment fails, and the system can
automatically retry payments, minimizing disruptions in cash flow and reducing involuntary churn.

Limited Visibility into Subscription Metrics

Without detailed insights into subscription performance, businesses struggle to understand customer behavior,
forecast revenue, or identify potential churn risks. Oracle Analytics Cloud provides real-time insights into key
subscription metrics such as customer lifetime value, churn rate, and revenue forecasts. Businesses can use
these insights to track performance, identify high-risk customers, and proactively address churn. Oracle’s
integration with other financial and CRM systems ensures that all data is consolidated into a single source of
truth, allowing businesses to make data-driven decisions.

Poor Revenue Recognition and Compliance

Subscription businesses face challenges with revenue recognition, especially when billing cycles don't align
with accounting periods. Non-compliance with accounting standards can result in financial reporting errors.
Oracle Revenue Management Cloud ensures accurate revenue recognition by automatically aligning
subscription revenue with accounting standards like ASC 606 and IFRS 15. The software recognizes revenue
as services are delivered, even when payments are made upfront, ensuring compliance and accurate financial
reporting.

Managing Renewals and Reducing Churn

Manual renewal management can lead to missed renewal opportunities or unexpected customer churn due to
lack of proactive engagement. Oracle Subscription Management Cloud automates the renewal process by
sending proactive notifications to both businesses and customers before a subscription is set to expire. It
allows businesses to automatically generate renewal quotes and gives customers self-service options to renew,
upgrade, or modify their subscriptions, reducing churn. The system also helps sales teams identify upsell and
cross-sell opportunities ahead of renewals.

Limited Flexibility in Billing and Pricing Models

Rigid billing systems that cannot accommodate varied pricing models or unique customer requirements may
limit a business’s ability to offer competitive, tailored subscription plans. Oracle Subscription Management
Cloud supports a wide range of pricing and billing models, including tiered pricing, volume-based pricing,
and hybrid models that combine one-time, recurring, and usage-based fees. The flexibility of Oracle’s
platform allows businesses to offer personalized subscription plans that meet customer needs without
sacrificing billing accuracy.

Siloed Systems and Data Discrepancies

Businesses that use multiple, disconnected systems for customer management, billing, and finance often
experience data inconsistencies, resulting in delays, errors, and poor customer experiences. Oracle’s cloud-
based ecosystem integrates subscription management, billing, CRM, ERP, and analytics into one platform.
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This integration ensures that all teams work with the same data, reducing discrepancies and errors. It also
streamlines the quote-to-cash process, enabling businesses to manage the entire subscription lifecycle from
one unified system.

Customer Self-Service Limitations

Customers expect self-service capabilities to manage their subscriptions, but many legacy systems do not
offer these features, leading to increased support costs and poor customer experiences. Oracle Self-Service
Portals allow customers to manage their subscriptions independently, including modifying their plans,
updating payment methods, or viewing billing history. This not only enhances the customer experience but
also reduces the operational burden on support teams.

CPQ: The Key to Efficient Subscription Billing

While CPQ systems are often thought of as tools for quoting, they offer much more for subscription-based
businesses. A CPQ system designed for subscriptions not only handles quoting but also automates billing,
revenue recognition, and renewal processes, all of which help streamline operations and plug potential
revenue leaks.

Quote-to-Cash Efficiency

The complexities of subscription billing, such as usage-based pricing, ramp deals, and proration, are
challenging for traditional CRM or quoting tools. A CPQ solution integrates these intricacies directly into the
quoting process, ensuring that customers receive accurate quotes and are billed correctly from the start. This
eliminates the need for manual intervention between the quote and the final payment, as everything is
managed within one cohesive system.
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Figure 2 CPQ Integration flow with sales cloud system that enables and updates CPQ in real-time

Subscription Management Simplified

Subscription management within a CPQ system allows businesses to create, manage, and bill for recurring

services easily. CPQ platforms handle:

o Customizable subscription packages: Pricing can be tailored to each customer’s needs.

o Automated billing: Customers are billed according to their subscription tier and usage, with no manual
input required.

e Seamless renewals, upgrades, and downgrades: Managing the lifecycle of a subscription is automated,
reducing the risk of errors or delays.
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e Customer portals: Customers can manage their own subscriptions, which reduces the administrative
burden on the business.

All these features are integrated into a single platform, eliminating the need for separate software systems for

billing, subscription management, and customer support.

Revenue Expansion and Automated Renewals

CPQ software also helps drive revenue growth by identifying upsell and cross-sell opportunities before
renewals. By analyzing customer usage and subscription data, the system can notify the sales team when a
customer’s plan is up for renewal, enabling proactive outreach. At the same time, customers receive automated
reminders and options for adjusting their subscriptions, making the renewal process smooth and transparent.

Dunning Management to Reduce Churn

Involuntary churn, caused by failed payments, can be a significant source of lost revenue. CPQ software with
built-in dunning management automates payment retries and notifies customers when their payment has
failed, providing an easy path for resolution before their subscription is canceled. This proactive approach
reduces involuntary churn without requiring manual intervention from your team.

Revenue Recognition and Compliance

Subscription businesses often face challenges with revenue recognition, particularly when subscription
periods do not align with accounting periods. For example, SaaS companies that bill annually but recognize
revenue monthly need to account for revenue accurately over time. CPQ systems handle revenue recognition
automatically, ensuring compliance with standards like ASC 606 and IFRS 15.

Data-Driven Insights and Scalability

One of the key advantages of a CPQ system is its ability to provide real-time data insights. Subscription
businesses can gain a deep understanding of customer behavior, churn risks, and revenue trends, all of which
can inform strategic decisions around pricing, retention, and product development.

As businesses grow, scalability becomes critical. Cloud-based CPQ systems can manage an expanding
customer base and accommodate new subscription models without the need for additional infrastructure. This
allows businesses to scale efficiently, even as they introduce new products or enter new markets.

CPQ Software Market Growth (2016-2023)
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Figure 2 Here is the graph illustrating the estimated growth of the CPQ software market from 2016 to
2023. The market has consistently expanded, particularly in recent years due to accelerated digital
transformation and the adoption of cloud-based solutions.
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Implementing CPQ for Maximum Impact

Implementing CPQ requires careful planning to ensure that it integrates smoothly with existing sales, finance,

and customer management systems. Key steps include:

e Selecting the right CPQ solution: Choose a system tailored to subscription businesses, like Deal Hub,
which offers CPQ, contract management, and subscription billing.

e Integrating with sales and finance systems: CPQ should connect with your CRM, ERP, and payment
processing platforms for seamless data flow.

e Migrating existing data: Ensure that subscription data is accurately transferred to the CPQ system to avoid
disruptions.

e Configuring billing schedules and workflows: Automate billing cycles, quote generation, and renewals
based on your business needs.

Conclusion: CPQ as a Game Changer for Subscription Businesses

CPQ software is revolutionizing the subscription billing process by automating quoting, billing, and revenue
recognition while improving customer experience and retention. By implementing a CPQ system, subscription
businesses can eliminate revenue leaks, improve cash flow, and capture new revenue opportunities through
upsells and renewals. The key is choosing a system that supports the complexity of subscription models and
integrates with the broader sales and finance ecosystem. With the right CPQ solution, businesses can achieve
greater efficiency, higher retention, and sustainable growth.
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