Tracking Failed Payments, a PYMNTS and FlexPay
collaboration, draws on a survey of 200 executives

conducted between Sept. 12, 2022, and Sept. 28, 2022.

The survey examined the relationship between failed
payments and customer churn in the subscription
industry. The decision guide offers a firsthand account
of the practices the firms that best manage these
challenges use.
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Overview

This decision guide provides aggregated data collected from exec-
utives in the subscription industry. These insights highlight failed
payments’ severe and often overlooked impact on business perfor-
mance and customer lifetime value (LTV).

This brief will help your company better understand the following:

The most important metrics to monitor

The impact failed payments can have on customer acquisition
and retention

How failed payments can impact your bottom line

Benefits your company can expect from tracking
failed payments

Why companies do not track failed payments

How tracking failed payments is crucial for maximizing
your revenue

PYMNTS surveyed 200 executives between Sept. 12, 2022, and Sept.
28, 2022, to examine the relationship between failed payments and
customer churn in the subscription industry and gain a firsthand
account of the practices the firms that best manage these chal-
lenges use.

This is what you need to know.
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What do subscription
businesses miss?

Just 17% of subscription-focused firms currently track failed
payments despite their substantial impact on business per-
formance. Fifty-eight percent of subscription businesses
focus solely on outcome-based metrics, such as customer
churn and retention, which may be easier to measure but are

not as crucial.

Share of companies tracking specific metrics:

36%

of companies
track customer
churn

28%

of companies
track customer
retention

y

6%

of companies
track both
customer churn
and retention

~

17%

of companies
track failed
payments
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How influential are failed

payments to revenue and How much money are
customer loss? failed payments costing
Failed payments alone cost the subscription industry hundreds your Company?

of millions of dollars each year in lost revenue. Just 50% of sub-

scription providers acknowledge that this poorly tracked metric The impact of failed payments on revenue in the sub-
significantly drives customer churn, and just a small fraction rec- scription industry is substantial and underappreciated.
ognizes it as the primary cause. On average, subscription providers lose an estimated 9%

of revenue to failed payments. Providers in the health
and fitness industry were hit hardest in the last year,
with an average revenue loss of 11%, while gaming com-

The impacts of failed payments:
panies performed slightly better than other firms.
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What are the benefits of
tracking failed payments and
prioritizing their recovery?

Many subscription providers believe that tracking failed payments
would not improve their bottom lines — but our data reveals a clear
return on investment (ROI). Subscription businesses that track and
analyze failed payments lose 37% less revenue than those that do
not track this metric. Providers that track failed payments recover
43% more of these payments.

The impact of tracking failed payments revenue:

I-"q.h' 36% of companies that do not track failed payments say they
EITRIE do not see an ROI from doing so.

Companies that track failed payments lose 37% less reve-
nue to failed payments than companies that do not track
this metric.

Companies that track failed payments recover 43% more
failed payments than companies that do not track them.

Decision Guide | 7

What stops companies
from tracking failed
payments?

The complexity of establishing internal systems to track, analyze
and resolve failed payments deters many subscription compa-
nies. Our data shows that 39% of subscription providers do not
track failed payments because of the perceived difficulty in
identifying the root causes of failed payments. Meanwhile, 41%
cite the difficulty in finding a solution to recover failed pay-
ments as a key reason they do not track failed payments.

Reasons why businesses do not track failed payments:

39% A41% 37%

of companies report of companies report of companies
not tracking failed not tracking failed recognize that

payments because payments because it experiencing
uncovering the is difficult to find payments software
causes is difficult a solution issues is a leading
cause of failed
payments
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Two-thirds of the subscription providers that are top performers in recov-
ering failed payments explicitly track failed payments, while not many
lower-performing providers do the same. Top performers are 12 times

Tracking failed payments leads to success:

. . EEEEEEEEER EEEEEEEEEN
more likely than bottom performers to use third-party payment EEEEEEEEEN EEEEN
: . EEEEEEEEEN
recovery software solutions. This approach leads to payment recov- EEEEEEEEEN
ery rates 1.5 times higher than bottom performers, making it a key ==========
strategy for maximizing business performance. e
N of top of middle of bottom
performers performers performers

track failed 5 track failed 5 track failed
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About

PYMNTS is where the best minds and the best content meet
on the web to learn about “What’s Next” in payments and
commerce. Our interactive platform is reinventing the way
in which companies in payments share relevant information
about the initiatives that shape the future of this dynamic
sector and make news. Our data and analytics team includes
economists, data scientists and industry analysts who work
with companies to measure and quantify the innovation that
is at the cutting edge of this new world.

OFlexPay FlexPay was founded by online merchants and payments
industry veterans who recognized the friction in the pay-
ments ecosystem caused by the lack of data transparency,
and misaligned priorities between payment authorization
systems, merchants and customers.

We have a deep and long history with both acquiring and
card-issuing banks. This is how we understand the sys-
tems that control the transaction approval processes within
issuers for card-not-present transactions, known as a “risk
decline system.”

The FlexPay platform delivers the highest failed payment
recovery rates while also optimizing critical subscription
business priorities. FlexPay understands that subscription
businesses must recover the customers and revenue lost to
failed payments, without sacrificing customer retention and
merchant account health. To learn more, visit

We are interested in your feedback on this report. If you have ques-
tions or comments, or if you would like to subscribe to this report,
please email us at

Disclaimer

Tracking Failed Payments may be updated periodically. While reasonable efforts are made to
keep the content accurate and up to date, PYMNTS MAKES NO REPRESENTATIONS OR WAR-
RANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE CORRECTNESS, ACCURACY,
COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE OF OR RESULTS THAT MAY BE
GENERATED FROM THE USE OF THE INFORMATION OR THAT THE CONTENT WILL SATISFY
YOUR REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED “AS IS” AND ON AN
‘AS AVAILABLE”™ BASIS. YOU EXPRESSLY AGREE THAT YOUR USE OF THE CONTENT IS AT YOUR
SOLE RISK. PYMNTS SHALL HAVE NO LIABILITY FOR ANY INTERRUPTIONS IN THE CONTENT
THAT IS PROVIDED AND DISCLAIMS ALL WARRANTIES WITH REGARD TO THE CONTENT, IN-
CLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT ALLOW THE
EXCLUSION OF CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLUSIONS DO
NOT APPLY. PYMNTS RESERVES THE RIGHT AND SHOULD NOT BE LIABLE SHOULD IT EXER-
CISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE THE AVAILABILITY OF THE CONTENT
OR ANY COMPONENT OF IT WITH OR WITHOUT NOTICE.

PYMNTS SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL
NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR
DAMAGES FOR LOST PROFITS, LOSS OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR
RELATED TO THE CONTENT, WHETHER SUCH DAMAGES ARISE IN CONTRACT, NEGLIGENCE,
TORT, UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS HAS BEEN AD-
VISED OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY
FOR INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE
LIMITATIONS DO NOT APPLY. THE ABOVE DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY
PYMNTS AND ITS PARENTS, AFFILIATED AND RELATED COMPANIES, CONTRACTORS, AND
SPONSORS, AND EACH OF ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, EMPLOYEES,
AGENTS, CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS is the prop-
erty of PYMNTS and cannot be reproduced without its prior written permission.
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