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Benefits of PLG for
Your Business

Warby Parker raised a $75
million Series E in 2019
43% of the Fortune
100 pay for Slack and
are loud advocates

Typeform closed a $35
million Series B in 2017

PLG

Pinterest IPO’d
with a $12.7 billion
valuation

Airtable reported
$20 million in
revenue in 2018

Figma: closed a $40
million Series C in
2019
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What is PLG?
If your business is a car, then what should be its engine?
This is the question driving many discussions among founders and C-suite members.
Is it your sales team, going after business? Is it your marketing team, driving brand
awareness and inbound leads? Or is it in fact your product itself?
PLG proponents argue that consumers don’t want to buy from a salesperson or have
to go through the funnel to test out a product. They want to educate themselves and
take your product for a test drive right away. As the Product-Led Growth Collective
explains, “But people don’t want to interact with salespeople or marketing campaigns
anymore—not at the expense of actually getting to experience the product they’re
buying.”
So, what is PLG?

“Product-Led Growth is a GtM strategy that relies on
your product as the main vehicle to acquire, activate
and retain customers.”
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The 5 Major Benefits
of PLG
Wes Bush, in his book, Product-Led Growth: How to Build a Product That Sells Itself
(2019), outlines the major benefits of a PLG growth strategy - if it is indeed the right fit for
your business:
It’s possible to build a wider top of funnel and scale faster with PLG, in part
because you don’t need to build in-person sales teams physically in all the
regions in which you want to grow. Companies like Typeform, Pinterest, Slack
and Airtable have all embraced a PLG approach to great effect.
Self-onboarding means shorter sales cycles, lower touch, and shorter time
to value, which leads to lower CAC (Customer Acquisition Costs). This is an
important consideration, since CAC is on the rise, as the following graph from

Source : Profitwell.com

Profitwell demonstrates:

PLG is more efficient in that you can do more with fewer employees, since
your product does the heavy lifting, leading to higher RPE (Revenue Per
Employee). As the Product-Led Growth Collective explains, “The alternative
is to continue scaling through hiring. Doing so will almost guarantee
that your company will move slow, be unable to respond at the speed
needed to win, become bloated trying to meet customer expectations with
humans, and have higher costs and lower profit margins.”
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A PLG strategy absolutely forces your product to have an exquisite user
experience throughout the journey, especially considering the increased B2B
user expectations developed through consumerization of B2B software (bring
your device to work, etc). Indeed, Appcues found that the consumers of B2B
software fully expect their experience to be:
Intuitive: Users want their products to “know” what they want to do next,
and help them get there quickly through on-screen prompts and in-app
messaging.
Personalized: Users want an experience that is tailored to their behavior,
likes and dislikes, and individual requirements and use cases.
Mobile: The mobile version of your software shouldn’t look just like your
desktop or web product. Give your users an app that is tailored to the kind of
actions people take on a small screen, such as pinch and zoom, and different
modalities like voice and touch.
Fast: In 2019, people just don’t have the patience for slow load times.
Agile: Consumers want regular, incremental updates based on their
feedback, not a yearly download that takes hours to install.
Lastly, PLG companies are valued higher, plain and simple. Take the data
shown below from the State of product-led growth report (Product-Led
Collective), 2019.
Market data as of 6/3/2018

73.8%

SAAS INDEX MEDIAN

$ 5,224

10x

69.9%

37.6%
7.7x
25.3%
$ 2,304

Enterprise
value

Revenue
growth rate

EV / Revenue

Data sourced from Pitchbook on 8/10/2018

PLG INDEX MEDIAN

Gross Margins

As explained by OpenView, “When we segment statistics for PLG vs. non-PLG
companies in the 1H 2018 IPO Cohort, we can see that not only do product led growth
businesses perform better on all key valuation drivers, they also trade at revenue
multiples 48% greater than their non-PLG peers in the 1H 2018 IPO Cohort (as of
6/30/2018).”
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(Re)Organizing Around PLG
PLG is Cross-Functional
If you’ve made the decision that a product-led growth approach will be best for your
business, there are some company-wide organizational concepts to consider.
It’s a misconception to think that only the product teams are involved in a PLG strategy.
In fact, it’s the product that will center and fuel the goals and strategies of your
marketing, sales and customer success teams, along with your product team. This prism
metaphor and image used by the Product-Led Growth Collective sums up this idea:

In this model, all of your teams are working together to deliver sticky, exceptional user
experiences - through the product itself - to achieve their goals. So, instead of building
nurturing campaigns and gated content, marketing teams will use the product itself to
generate leads. Instead of qualifying prospects and withholding access to the product,
sales teams will let the product do the qualifying itself using a freemium or free trial
model. And customer teams will rely on the ease-of-use of the product to do a lot of their
work for them.
In other words, and as Wes Bush explains, at PLG companies:
Marketing asks, How can we use product as the number one lead magnet?
Sales asks, How can we use the product to qualify our prospects for us?
CSM asks, How can we create products that help customers become
successful without our help?
Engineering asks, How can we create a product with a quick time to value?
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PLG KPIs to Focus on
It can be tricky for any SaaS company, PLG or not, to determine what KPIs to use to
measure product usage success. Customer success company Gainsite, citing a study by
Reinvent Growth of 40 SaaS companies, outlines the frequently used KPIs implemented
to measure the quality of product experience and usage:

100%

User Behavioral Metrics per Strategy

HUMAN ASSISTED
SELF SERVE

85%

69%

65%

65%

55%

Source : Gainsight.com

45%

50%
45%
38%

40%

40%
35%35%

35%

30%

28%

25%

27%

25% 24%

20% 20%

10%

Monthly churn
rate

NPS

Key features
adoption

Website
traffic

Conversions

Website
visits to
conversions

7 days
churn rate

PQL Score

Invite
more team
members

Lead
scoring

Website
visits to
trials

Average
visits before
signup

Onboarding - a critical step for any SaaS company - is most often measured by looking
at monthly churn rates. But NPS and feature adoption are also common ways of
determining whether onboarding was a success, for PLG and traditional SaaS companies.
Emerging metrics such as PQL (Product Qualified Lead) score, while not yet in the
mainstream, are gaining traction.
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CUSTOMER SUCCESS
PRODUCT MANAGEMENT
MARKETING

90%
81%
72%

72%

Source : Gainsight.com

55%
46%

46%
36%

38%

36%

33%
21%

20%

PQL
Scoring

NPS

Visits to
sign up
ratio

55%53%

56%
36%

21%

36%
33%

17%

36%

34%

18%

18%
9%

9%

Lead Scoring

63%

41%
46%

21%
18%

72%

63%

64%

Website visits
to trial

Conversions

Invite team
members

Key
Features
adoption

Website
traffic

Website
visits to
conversions

7 days
churn rate

Monthly
churn rate

You can see the difference in how teams view the ways to measure success. While
certain metrics stood out for all teams, particularly NPS, monthly churn rate and website
traffic, certain teams seem to have stronger preferences for some metrics than others.
Many PLG companies also use product analytics tools, NPS surveys, client interviews, exit
surveys and information from client-facing teams to better understand the user journey.
All of these sources of data can then be used to identify, for example, points of friction in
the user journey that need addressing, or which freemium or free trial users are worth
pursuing for an upgrade.
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How Experimentation
Drives PLG at Every
Stage of the Flywheel
Many forward-thinking PLG companies have abandoned the traditional sales funnel
for the product-led growth flywheel. While the traditional sales funnel focused on a
marketing and sales approach to growth, the flywheel better reflects the PLG philosophy
that product adoption, and the virality it creates, drives business growth in a selfperpetuating cycle.
You can read up on the different stages of the flywheel here, but the Product-Led Growth
Collectives sums the main idea nicely when they say,
“The goal is to focus company- and team-level strategies on optimizing the user
experience to move users from one stage to the next. As the rate of users completing
each action increases, the flywheel will spin faster, increasing the rate that users
move from one segment to the next. This creates a positive feedback loop—as
more users become advocates, they drive more acquisition, and growth increases
exponentially.”

This makes perfect sense, and
the success of the PLG approach
proves its merit. But for product
teams trying to build, maintain
to allow the flywheel to spin
faster and faster, the answers
aren’t always obvious.
That’s where product
experimentation comes in.
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Why Experiment at All?
Product teams that embrace a true test and learn culture, and have the tools to test, tweak
and progressively rollout at no risk, will stay agile and, crucially, attentive to their customers’
needs.
Advantages to making product experimentation part of your PLG culture include:
Getting real user feedback in live conditions - tighter feedback loop for better
iterations; avoiding issues associated with prototypes and usability tests
Ability to keep an eye on infrastructure costs - predictability
Progressive deployment tactics allow for mitigated risk
Avoiding HIPPO effect - stay data-driven
Ability to keep up with changing customer contexts (user journeys are everchanging)
Ability to collect feedback in support of a business case before investing expensive
engineering resources (fake door tactic)
Let’s take a look at how product leaders can leverage experimentation to help users along
each stage of the flywheel:*

Activate
Activation is a feeling that the user experiences—it’s a moment of relief and excitement when
a user discovers the solution to their problem.
The ‘Activation’ stage is all about the ‘Aha’ moment. You want these tentative users to quickly
see the value of your product, and recognize that it can indeed solve their problem.
To get their foot in the door to take your product out for a test drive in the first place, most
PLG companies rely on a freemium or free trial model. However, setting up these ‘test run’
experiences in your product aren’t one size fits all. You might be asking yourself:
How long should my free trial be to maximize conversions?
Do users understand their free trial has ended?
How much and in what ways should free features be limited?
Should everyone get a free trial?
All of these questions can be addressed using product experimentation; test and learn until
you find the perfect set-up to maximize the ‘Aha’ moment for as many people as possible.
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Let’s take the example of YouTube. Classic YouTube is known and used by an immense base
of users that see the value in their video hosting platform. To upgrade a portion of these
consumers to the paid ‘YouTubeRed’ service, it’s highly likely that YouTube’s product teams
experimented with exactly which features, at what pricing, and advertised in what way, would
create enough value to warrant being paid for in the minds of YouTube freemium users.

Adopt
Adoption is about forming habits and getting users to associate your product with a specific
task or solution.

At this stage, the product
should be focused on:
Educating around the value
Providing delightful UX

The customer experience optimization company
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Product tours are a great way to help with the adoption phase of the flywheel. Savvy tours and you can even personalize them according to your user personas - help ensure customers
realize the value of the product. Onboarding bumps or forgetfulness shouldn’t get in the way.
Likewise, you don’t want to overload new users with ‘alert fatigue’. Again, experimenting to
find the right dose, tone and placement for your product tours can help you find the perfect
mix to maximize adoption.

Adore
Users who adore your product don’t just use it frequently—they enjoy using it, look forward to
accomplishing tasks, and have a real desire to expand into new use cases
These are the users that will ensure your product’s stickiness - they are all in. You’ll want to
take care of these users, asking them their opinion and seeking their point of view for new use
case ideas. You can use ‘fake door’ testing to judge the appetite of these prime users for new
features or variations on your product.
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Fake door testing
(or fake door experiment)

Goal :
Rapidly validate an idea without
developing it.
(Lean research technique)

PRODUCT
SERVICE
FEATURE

Benefits :
Finding out whether a new
product, service or feature would
be interesting for your target
audience or not.

Will users open the fake door?
Users can’t tell you what they
want/what they would pay for.

Cost-efficient & fast

TIPS
Think carefully where you would
place the new feature/part of the
UI - it should simulate the real
solution as much as possible

WHY
“FAKE”?

Scalable testing method

Saves from implementing stuff users don’t
want.
You can also ask for feedback, opinion
(that is the qualitative part)
It can help answering the “would they
pay for it?” and if yes, the “how much?”
question

We present it as a real product/
service or feature

2

1

Process
3

1/Create the fake door

Landing Page

New UI
Element

Ask for registration
(feedback, opinion...)

2/Design what follows the user’s action
(click&registration)
Ux writing aspect
Be transparent
Communicate early (thanking/
explaining)
Compensate (give a freebie)

Source : Ux knowledge base
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Advocate
Advocacy—inviting other users to your product, leaving reviews, actively evangelizing—
drives awareness and evaluator interest in your product, completing the cycle and leading to
compounding growth.
These types of die-hard fans are the ones that are going to help your product go viral, making
that flywheel spin faster and faster. Experiments geared towards harnessing their goodwill
will increase the velocity of your flywheel - you can test exactly when and how to request they
recommend your product or be part of a case study, for instance.
*Flywheel definitions and descriptions taken from ProductLed.org

Conclusion
A PLG strategy might not be right for your business - but if it is, you’ll want to think long and
hard about how your product team can help it really take off. Since the product itself is the
engine for growth, using experimentation and product management techniques to perfect
the product experience is table stakes. Testing, learning, tweaking, retesting and so on and so
forth: this is the only way to truly understand your users’ needs and build a product that will
delight them and stimulate your company’s growth.
And since we drink our own champagne at AB Tasty, we’ll end this ebook by inviting you to
try out our own product optimization solution, Flagship.

LEARN MORE HERE

About AB Tasty
AB Tasty is the fastest-growing provider of AI-powered experimentation,
personalization and product optimization solutions, helping businesses drive
more conversions and revenue on all their digital assets. We provide
marketing, product and technical teams with an easy-to-use customer
experience optimization platform, allowing them to turn website or mobile
visitors into customers, subscribers or leads, while delivering outstanding
user experiences. AB Tasty’s customer list includes Ashley Furniture, Kiehl’s,
Sephora, USA Today, YSL Beauty, as well as more than 900 global enterprises.
To learn more, please visit www.abtasty.com

17-19 rue Michel-le-Comte
75003 Paris
www.abtasty.com

408 Broadway
NY 10013, New York
+1 (877) 260-4005

3 Waterhouse Square, 138 Holborn
EC1N 2SW, London
+44 20 3445 0902

