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Abstract
Business-to-business (B2B) software-as-a-service (SaaS) providers increasingly bundle add-on services with their core 
service. The implications of such bundles for onboarding customers to the relationship remain unclear; in particular, the 
common practice of trying to maximize add-on bundling during the customer acquisition phase arguably might conflict with 
goals to achieve long-term retention of customers. The current study therefore focuses explicitly on the impact of add-on 
bundling on customer retention during the onboarding stage, using multiple methods. A theories-in-use exploration suggests 
that the positive effects of add-on bundling may not manifest in the initial relational stage of customer onboarding. A field 
study involving a B2B SaaS provider further reveals that bundling more add-on services can significantly decrease customer 
retention during the onboarding stage. Moving to leaner communication channels can aggravate such attrition. Finally, a 
cross-industry survey of B2B managers identifies complexity perceptions as the likely source of these detrimental effects of 
add-on bundling during the customer onboarding stage.

Keywords  Bundling · Add-on services · Software-as-a-service · Subscription services · B2B services · Customer 
onboarding · Customer retention · Relationship marketing

The global software-as-a-service (SaaS) industry is pro-
jected to exceed $908 billion in value by 2030 (Fortune 
Business Insights, 2023). Considering the evidence of 179% 
revenue growth in 2022 (Meyer et al., 2023), SaaS in the 

business-to-business (B2B) sector strongly outpaces overall 
SaaS industry growth. Yet SaaS providers must devote con-
certed efforts to maintaining such impressive figures; before 
their solutions can provide benefits to customers, provid-
ers need to communicate their appeal, through an effective 
onboarding process. Customer onboarding refers to “the 
process of familiarizing a customer with a firm’s service 
offering” (Voorhees et al., 2017, p. 274), once the customer 
has been acquired initially. As a critical first relational stage 
(Kim et al., 2021), customer onboarding lays the foundation 
for potential long-term relationships, while also featuring a 
strong, innate link with customer acquisition and the actual 
service package being sold to the customer. Increasing com-
petition and the risk of quick customer churn make customer 
onboarding a widely acknowledged challenge, as well as a key 
success factor for SaaS providers (John, 2023; Mehta et al., 
2016; Olmstead, 2021; Vatafu, 2023). Yet scarce academic 
marketing research addresses optimal customer onboarding 
strategies in SaaS contexts, leaving managers and consultants 
without clear evidence about how to achieve it effectively.

Notably, a key characteristic of SaaS offerings is their 
capacity to expand the service provided, such that the core 
service can be enhanced by multiple add-on services with 
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novel functionalities. A core service represents the baseline 
offering that provides the key functionality promised by the 
service provider. Add-on services are additional features that 
augment the baseline functionality of the core service; they 
are inextricably linked with the core service, such that they 
cannot function independently or without the core service 
(Moon & Shugan, 2018). A strategic approach to selling SaaS 
to new B2B customers often involves add-on bundling, a prac-
tice by which the service provider proposes added services 
that relate to the core service being sold, at the time of the 
initial sale. Some examples include Microsoft’s bundling of 
its Dynamics 365 software (core service) with add-ons such 
as data storage, transaction volume, and customer profiles 
(Microsoft, 2024); Salesforce’s combination of its Configure, 
Price, and Quote software (core service) with add-ons such as 
automated payments and billing (Salesforce, 2022); or Zoom’s 
linking of its video conferencing software (core service) with 
add-ons such as a real-time whiteboard, automated subtitling, 
and a call center phone analysis package (Zoom, 2024).

Prior research addresses both add-on bundling as a sales 
strategy and customer onboarding strategies, though sepa-
rately; in practice, they also tend to be managed by different 
departments. For example, sales departments likely work 
to sell as many add-ons as possible to enhance profit (e.g., 
Barker, 2023; Gintel, 2021). Ample research confirms this 
approach, in revealing that selling more add-ons—which 
provides customers with more sophisticated and potentially 
more valuable service packages—can increase switching 
costs (Prince & Greenstein, 2014), encourage longer relation-
ships (e.g., Li, 1995; Reinartz & Kumar, 2003), and enhance 
both customer lifetime value (Venkatesan & Kumar, 2004) 
and profitability (Kumar et al., 2006). Selling multiple B2B 
services at once promises to “instantly create sticky customer 
relationships” (Gudat, 2014), so many B2B firms design bun-
dling-based bonus schemes to incentivize salespeople to push 
add-on services during initial sales (Schmitz et al., 2014).

But while the sales team is seeking bigger bundles, 
onboarding experts in the customer management department 
are working to design a manageable, seamless onboarding 
process, to ensure customer success and retention (Jentrix, 
2023). The onboarding stage often involves a select group 
of users from the customer firm who try out the new ser-
vice, learn to integrate its features into their job functions, 
and perform testing and problem-solving to identify and 
overcome any issues before the full deployment. During 
this crucial, fragile trial stage of the relationship, customers 
decide whether to embrace and roll out the service across the 
organization (i.e., enter the post-onboarding stage) or cancel 
it, whether due to feature complexity, poor performance, or 
lack of resources (i.e., enter a termination stage). Termi-
nations of service agreements at the end of the onboard-
ing stage are common in practice (Mehta et al., 2016) and 
deeply costly for B2B service providers that likely have 

not recouped their upfront selling costs by the end of the 
onboarding stage.

Given these trade-offs between maximizing add-on bun-
dling when acquiring new customers and smoothly navigating 
customer onboarding, some service providers have adapted 
their selling approaches, embracing more flexible downgrad-
ing policies that allow customers to remove individual add-on 
services they find ineffective. Such a strategy undoubtedly 
benefits customers, but the service provider incurs immediate 
revenue losses. Thus, among the top 40 B2B SaaS companies, 
56.3% of them still issue binding contracts that require cus-
tomers to keep the add-ons to which they initially subscribed 
for the negotiated contract period (Arnon, 2023).

Ultimately, is the common practice of trying to maxi-
mize add-on bundling during customer acquisition in align-
ment or in conflict with the goal of onboarding customers 
successfully for long-term retention? Studies that identify 
positive customer relationship ramifications of add-on bun-
dling (Li, 1995; Prince & Greenstein, 2014; Reinartz & 
Kumar, 2003) do not consider different relationship stages. 
Yet according to relationship dynamics theory (Zhang et al., 
2016), relationship strategies achieve varying effectiveness 
across relationship stages. Thus, selling more add-on ser-
vices might facilitate customer onboarding initially, because 
the sophisticated service package provides enhanced value 
and raises switching costs, or it could hinder it, because the 
complex service package is less intuitive to learn and more 
effortful to implement. We know of no marketing research 
that addresses these managerially relevant questions at the 
intersection of customer onboarding and add-on bundling. 
Therefore, we pose two key research questions: 

RQ1  How does add-on bundling—selling more add-ons with 
the core service during customer acquisition—affect 
customer retention at the end of the onboarding stage?

RQ2  What customer-level mediating mechanisms drive 
the impact of add-on bundling on onboarding stage 
retention?

In our efforts to answer these questions, we also note that 
some studies of customer onboarding acknowledge the para-
mount role of communication (Samaha et al., 2019), often in 
the form of direct, bilateral information exchanges between 
a service provider and a customer (Kozlenkova et al., 2017), 
that can provide “the basis for the emergence of trust, con-
tinued interaction, and ultimately commitment” (Palmatier 
et al., 2013, p. 17). During the onboarding stage for B2B 
SaaS offerings, customers encounter questions and obstacles 
while interacting with the new service, such that they require 
support from the service provider. The success of customer 
onboarding thus hinges in part on the communication 
strategies the service providers adopt to offer such service 
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support. For example, in the digital age, service providers 
can choose among rich, in-person channels (e.g., onsite, 
phone) and leaner, more automated channels (e.g., email, 
chat, chatbot, FAQs) (Moffett et al., 2021). This choice could 
determine onboarding effectiveness, as a contingency factor 
that interacts with the type of service package. That is,

RQ3  Does communication channel richness affect the rela-
tionship between add-on bundling and onboarding 
stage retention?

We take a multimethod approach to these novel questions. 
In Study 1, we use a theories-in-use approach, interviewing 
managers of a B2B SaaS provider (Study 1a) and customers of 
various B2B SaaS providers (Study 1b), to explore customer 
onboarding and its interplay with add-on bundling to derive 
our research hypotheses. Study 2 leverages field data from a 
B2B SaaS provider, in support of an empirical assessment of 
the proposed effect of add-on bundling on customer onboard-
ing stage retention, the contingency effect of communication 
channel richness, heterogeneity across different add-on types, 
and the further effect of add-on bundling in the post-onboard-
ing stage. Finally, in Study 3, we rely on a cross-industry sur-
vey to investiate mediating mechanisms that determine add-on 
bundling effectiveness in the onboarding stage.

With this carefully designed research program (Table 1), 
we seek to enhance the generalizability of our findings. First, 
using an approach similar to Berkmann et al. (2023) and Shi 
et al. (2024), we leverage data from a single company in Stud-
ies 1a and 2. To test the generalizability of these insights, 
we undertake an interview study with seven customer firm 
representatives from various SaaS providers (Study 1b) as 
well as a cross-industry survey featuring 297 customer-firm 
managers (Study 3). All these studies yield consistent results, 
underscoring the generalizability of our company case. Sec-
ond, we substantiate the prevalence of the binding contractual 
practices used by the collaborating company, such that once 
customers subscribe to a set of add-ons, they cannot make 
changes to their service package until the end of the onboard-
ing stage. Even if more flexible approaches are emerging, both 
our pilot cross-industry survey with 118 customer-firm man-
agers (presented in the next section) and evidence compiled by 
Arnon (2023) underscore that binding contracts constitute a 
substantial proportion of current practices (60.6% and 56.3%, 
respectively). Moreover, a president of an IT service company, 
informant in Study 1b, further indicated that “Usually peo-
ple get stuck in agreements … That is a little bit more of an 
enterprise-level problem, but certainly one that does exist,” 
suggesting our research context likely pertains to enterprise-
level SaaS providers. Noting such trends, we thus affirm the 
timely relevance of our attempt to specify the actual perfor-
mance ramifications of popular, widespread, but increasingly 
questioned selling practices.

In turn, we make four main contributions to B2B services 
literature. First, the theories-in-use approach sheds light on 
customer onboarding and its interplay with the common 
practice of add-on bundling, to help resolve a managerial 
dilemma that has been overlooked thus far. Second, this arti-
cle provides a nuanced caution about add-on selling: The 
widely assumed positive effect on customer relationships can 
flip and become detrimental, such that bundling too many 
add-on services lowers retention in the onboarding stage. 
Third, we identify perceived complexity as a customer-level 
mechanism that leads to these detrimental effects; we also 
show that switching costs do not begin to exert positive 
effects on retention until customers reach the post-onboard-
ing stage. Fourth, we identify a topical, managerially rel-
evant, actionable boundary condition of the effectiveness of 
add-on bundling: replacing a richer communication channel 
(e.g., dedicated telesupport) with a leaner channel (e.g., live 
chat). This common cost-saving practice can aggravate the 
negative impact of add-on bundling during onboarding.

Customer onboarding in B2B SaaS services

Contrary to its managerial relevance, customer onboarding 
has attracted scant research attention (Samaha et al., 2019) 
(Table 2)—which also is in notable contrast with the well-
established literature on onboarding in other organizational 
contexts, such as new employee adjustments (Bauer et al., 
2007; Ostroff & Kozlowski, 1993; Reichers, 1987), sales-
person onboarding (Bolander et al., 2020; Wiseman et al., 
2022), or patient training for healthcare services (Damali 
et al., 2016). A few conceptual papers acknowledge the cru-
cial role of onboarding (Kim et al., 2021; Voorhees et al., 
2017; Zhang & Chang, 2021) and call for more research 
into this initial customer relationship stage, as when Voor-
hees et al. (2017, p. 274) emphasize, “customer onboarding 
is a process that should be prioritized for future research,” 
or Zhang and Chang (2021) cite the importance of educat-
ing and “hand-holding” new customers to integrate them 
into the relationship. The customer onboarding stage is dis-
tinct, in that it is defined by both the preceding customer 
acquisition stage and the actual service package being sold. 
Because onboarding occurs right after the customer has been 
acquired, it constitutes the phase in which customers form 
their first impressions of the seller and the offering, through 
encounters that lay the foundations for a potential long-
term relationship (Kim et al., 2021). This initial relational 
phase should aim to solidify the newly formed relationship, 
through positive relational interactions (Kim et al., 2021).

Research on relationship dynamics notes the relevance 
of the customer onboarding stage, in efforts to clarify how 
relationship marketing strategies’ effectiveness varies across 
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relational states (Palmatier et al., 2013; Samaha et al., 2019; 
Zhang et al., 2016). In early, developmental relationship 
states, customers explore the relationship by identifying 
value-creating opportunities and building norms. The suc-
cess of such stages is crucial for extending customer rela-
tionships beyond one-time transactions (Zhang et al., 2016). 
Furthermore, multichannel communication effects are sig-
nificantly greater during onboarding (vs. post-onboarding) 
and enhanced by communication channel richness (Samaha 
et al., 2019). Studying online platforms, Kozlenkova et al. 
(2017) cite the role of trust-building signals (e.g., bilateral 
communication) for new customers seeking to reduce their 
perceived risk and identify a suitable relationship partner. 
However, the positive effect of bilateral communication on 
relationship performance decreases as the relationship ages, 
suggesting the need to reflect specifically on which commu-
nication channel strategies to adopt during the onboarding 
stage (Palmatier et al., 2013). Related research on complex 
B2B solutions (i.e., integrated combinations of goods and 
services) also indicates the relevance of onboarding both 
seller and buyer firms into the relationship (Colm et al., 
2020; Tuli et al., 2007).

In our research, we conceptualize B2B SaaS onboarding 
as the process of guiding new business customers through 
the initial stages of adopting a SaaS service package, which 
encompasses a series of steps and interactions designed to 
familiarize users with the service, facilitate the configura-
tion and customization to fit their specific needs and exist-
ing processes, and enable them to derive value. The unique 
business model of B2B SaaS makes customer onboarding 
especially critical, relative to more traditional, on-premise 
software services. In terms of its complexities, related to 
enhanced degrees of product customization, provider–cus-
tomer cocreation, and risk assumption by the service pro-
vider, B2B SaaS features important conceptual similarities 
with B2B solution offerings too.

In Table  3, we thus present a detailed comparison of 
SaaS offerings, on-premise software services, and solutions 
in B2B, to clarify the distinct relevance of customer onboard-
ing in these settings. First, given its subscription-based nature, 
SaaS feature lower switching costs relative to on-premise soft-
ware or solutions (Hochstein et al., 2020, 2021). Second, SaaS 
offerings typically feature many add-ons, because the core 
service can be easily enhanced by supplemental features and 
services (cf. hardware). Salesforce (2023) offers more than 25 
add-ons to its Sales Cloud service, for example. These many 
add-ons can add value by offering enhanced services, but they 
also make the procurement process more complex. Third, in 
a stepwise roll-out process, comprising both onboarding and 
post-onboarding stages, a select group of representatives of 
B2B SaaS customers trial the service first, to learn about the 
service offerings, test them, and overcome any obstacles that 

arise. Thus, customers gain the opportunity to unsubscribe 
at the end of the onboarding stage if the service bundle fails 
to deliver sufficient value. Fourth, the effortful procurement 
process demands substantial time from multiple entities and 
decision-makers. Most B2B SaaS customers solicit bids, select 
partners, negotiate contracts, collect and configure require-
ments, and test the service—efforts that involve multiple 
departments and approval processes. Fifth, the service con-
tract typically establishes a binding set of services to be deliv-
ered throughout the contract period, unlike a consumer model 
that allows users to add or remove features at will. While the 
contract is in effect, customers cannot make changes to the 
services. If they want to reject the add-on services in the post-
onboarding stage, their main recourse is to cancel the contract 
and either negotiate a new one or switch to a different service 
provider. Accordingly, we investigate how likely customer 
firms are to retain a given subscription service when they agree 
to purchase a set of add-on services at the beginning of the 
contract. Figure 1 offers a detailed illustration of these stages.

As a pilot study, we ran a cross-industry survey among 
B2B customer firms to gain an initial sense of the current 
landscape of service agreement practices in B2B SaaS (see 
Web Appendix A). It confirms that, unlike in consumer SaaS 
markets, service package adaptability is limited. The service 
agreement usually determines the add-ons provided with the 
core service for a set contractual period; according to 60.6% 
of the 118 managers who participated in our survey, they 
could only modify the list of add-ons when they signed the 
agreement or renegotiated it at the end of the contractual 
period (see also Arnon, 2023). One customer firm man-
ager explained that service package modifications typically 
“require renegotiation, potential additional costs, and align-
ment with both parties’ interests.” Another confirmed, “We 
aren’t able to do add anything until the contract is canceled 
or renewed. We have to ride out the contract if we want 
to add more services or add-ons later.” These restrictions 
likely reflect the unique procurement process and multiple 
entities involved in B2B SaaS. This evidence indicates that 
the onboarding stage has a critical function in B2B SaaS, 
as a pretrial before customers decide whether to roll out the 
service fully.

Study 1a: Service provider–side, exploratory, 
theories‑in‑use study

Noting the limited insights on B2B SaaS onboarding in gen-
eral and the role of add-on selling in the onboarding stage 
specifically, we undertook a qualitative study to understand 
this phenomenon, using a discovery-oriented, theories-in-
use approach (Glaser & Strauss, 2017; Tuli et al., 2007; 
Zeithaml et al., 2020).
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Institutional setting

We collaborated with a global B2B SaaS provider to con-
duct our research. Founded in 1993, this firm offers travel, 
expense, and invoice management software to business 
customers in various industries (e.g., retail, healthcare, 
manufacturing, financial services). Similar to many B2B 
SaaS providers, it offers a core service and related add-on 
services. It is valued at more than $6 billion and generates 
approximately $700 million in annual revenues, yet in recent 
years, it has been experiencing high churn rates. Seeking to 
minimize attrition and optimize its bundling efforts, the sup-
plier granted us permission to interview its employees and 
provided access to its customer relationship management 
(CRM) database, containing customer-level transaction data.

Data collection

Per the requirements for a theories-in-use approach, our 
study participants exhibit proximity to the phenomenon 
under study (Challagalla et al., 2014; Zeithaml et al., 2020). 
We sought employees representing various organizational 
functions and ultimately conducted in-depth interviews with 
nine managers responsible for an array of sales-related func-
tions, including service implementation, customer experi-
ence, service delivery, client success, retention, service ena-
blement, and sales. The participants included four women 
and five men, with work experience with the focal firm 
ranging from 2 to 12 years. The informants assume differ-
ent organizational roles within the collaborating firm, belong 
to different selling teams, and have experience with custom-
ers of different sizes and from different countries (Table 4). 
The interviews, which lasted between 43 and 54 minutes, 
followed a semi-structured format. In line with grounded 
theory (e.g., Burroughs et al., 2011; Homburg et al., 2014; 

Ulaga & Reinartz, 2011), an initial set of general questions 
started the interview, followed by specific questions based 
on each informant’s responses. The general questions per-
tained to the deployment of the service provider’s software 
and add-on services within the customer firm, as well as 
challenges to customer retention during this process. Web 
Appendix B contains our interview guide. Throughout the 
interviews, we carefully worded questions to elicit but not 
direct informants’ responses and sought to avoid biases due 
to active listening (McCracken, 1988).

Data analysis

Each interview was audiotaped and transcribed verbatim. 
Following a grounded theory approach, we proceeded in 
three steps: open, axial, and selective coding (Homburg 
et al., 2014; Tuli et al., 2007; Ulaga & Reinartz, 2011). First, 
two researchers performed the open coding independently, 
using NVivo qualitative data analysis software, to identify 
major concepts, their properties, and the dimensions in the 
data (Strauss & Corbin, 1998). They analyzed the tran-
scripts line-by-line to identify relevant aspects pertaining to 
software deployment and factors that affect retention, dis-
cussed their individual results, and resolved any differences 
through discussion (e.g., wording, different interpretations 
of the same text fragments). We also developed a coding 
plan to integrate the results of this coding stage with sub-
sequent discussions, including illustrations of the relevant 
codes with definitions and quotes (Homburg et al., 2014). 
To be included in the coding plan, responses had to (1) apply 
beyond the specific context of the focal firm, (2) be men-
tioned by multiple key informants, and (3) go beyond obvi-
ous insights to provide interesting and useful conclusions 
(Ulaga & Reinartz, 2011). Second, we conducted axial cod-
ing to relate the broader categories to subcategories based 

Fig. 1   Illustrative B2B SaaS deployment stages
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on their contextual properties and dimensions (Strauss & 
Corbin, 1998). That is, we took the fragmented data from the 
open coding and assigned it to coherent, conceptual catego-
ries or themes from the interviews. These results revealed 
three major themes. Third, for the selective coding, we 
integrated and refined the theory to establish a conceptual 
framework for the subsequent studies.

To affirm the reliability of our findings, we asked two 
independent judges to review our coding plan and instruc-
tions, as well as the verbatim transcripts, to verify the 
themes. We employed the proportional reduction in loss 
metric to assess interjudge reliability, which is .89 in our 
study, above the .70 threshold recommended for exploratory 
research (Rust & Cooil, 1994). To enhance content validity, 
we also presented our findings to the firm managers dur-
ing an executive workshop. They agreed our findings repre-
sented a valid reflection of their experiences.

Results

The interview data reflect distinct perspectives on customer 
onboarding and affirm the key role of add-on bundling in 
this unique relational stage. Three key themes emerged that 
informed our research hypotheses: (1) differential evalua-
tions of the effectiveness of add-on bundling for customer 
retention, (2) perceived complexity as a key customer-
level mechanism that drives a potential detrimental effect 
of add-on bundling during customer onboarding, and (3) 
communication as a potential contingency of the add-on 
bundling–customer retention link when onboarding custom-
ers. Insights from our interviews suggest a more nuanced 
picture of the effects of add-on bundling than the common 
assumption of solely positive impacts. We elaborate on the 
potentially detrimental implications of add-on bundling 
subsequently.

Differential evaluations of add‑on bundling effectiveness

The firm incentivizes salespeople to sell more add-on ser-
vices to customers, in an effort to grant customers enhanced 
value and lock them in to long-term contracts. This practice, 
common in many B2B industries, reflects the notion that add-
on bundling enhances customer relationships, as is widely 
accepted among marketing practitioners (e.g., Gudat, 2014; 
MacArthur, 2018), researchers (e.g., Kumar et al., 2008; Li, 
1995; Reinartz & Kumar, 2003), and our interview partners:

I think that being salespeople, they love to do [add-
on services].… That would be true of any salesper-
son. The more things they can bundle into a deal that 
matches with the customer needs, the happier they 
are and … the happier the customer is, because we’re 
solving more problems for them. (Vice President of 
Customer Experience)

A common rationale underlying the positive reten-
tion effect of bundling more add-on services is increased 
switching costs, defined as the anticipated functional costs 
of changing from one service provider to another (Burn-
ham et al., 2003; Kumar et al., 2008). All else being equal, 
the more add-on services customers subscribe to, the more 
advanced and valuable the service package should be, rela-
tive to more limited or no add-ons. In this sense, more add-
on services prevent customers from churning, because of the 
considerable switching costs they would face:

I think there’s a correlation, … it is that the more cli-
ents pay [due to procuring more add-ons], the higher 
the retention rate.… I feel like it’s very tailored to me 
and … clients being like, “Wow, I spent like a lot of 
time on that. I just don’t want to look at competitors 
because I’ve really made this customized to my organi-
zation.” (Senior Director of Client Success)

Table 4   Study 1a: Service 
provider firm informant 
descriptions

Informant

Department # Position Tenure

Sales A Director of sales 4 years
Client success B Senior director of client success 4 years
Small/medium/national organiza-

tion service delivery
C Director of implementation services 11.5 years

Customer experience D Vice president of customer experience N/A
Customer experience E Director of customer experience N/A
Customer activation coach F Senior activation coach 2 years
Customer activation coach G Activation coach 6 years
Customer retention H Senior retention strategist 12 years
Services enablement I Manager of services enablement 2.5 years
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Several key informants regard this practice as worrisome 
though. They suggest caution when bundling add-ons with 
the core service when acquiring customers, because more 
add-ons may make service implementation more challenging 
and cause friction during the onboarding process as custom-
ers seek to gain familiarity with the service and its multiple 
components:

Sales sells, and so implementation is where the rub-
ber hits the road, and that’s the reality of this is how 
we can do it, or what’s possible. I think there’s some 
concern that some of the answers may not necessar-
ily align or match between the different [sales and 
implementation] groups, and there’s also that feeling 
[among customers] of being just overwhelmed. (Direc-
tor of Implementation Services)

This more nuanced view acknowledges the dynamics 
of service adoption: Customers enter an onboarding stage 
to familiarize themselves with the new service and learn 
about its value before that value actually manifests in their 
daily business. During customer onboarding, a core service 
equipped with several add-on components could overwhelm 
customers and impede their ultimate service utilization, as 
two managers caution:

I think that while the software is great, I don’t think it is 
as helpful and intuitive enough to show clients the real 
value without having to really learn and dive deep into 
the software to extract value out of it.… For example, 
like the enhanced [service] package, which is great for 
clients, but like in the first six months to a year, they just 
don’t have enough data to actually get expenses in that 
solution.… I’d be really interested to figure out like if a 
client is sold X amount of services upfront, what is the 
individual service utilization? How many times does the 
client use that service in the first year if they’re sold like 
more than three things or something like that? Because 
I guarantee you, it’s just too overwhelming [for the cli-
ent]. (Senior Director of Client Success)

A lot of the times it’s bundled with [add-on A], so they 
get through their [add-on A] thing and it’s like, “Well, 
we don’t have the resources now to tackle the [add-
on B] problem.” ... Literally of the annual recurring 
revenue that we’re losing for [add-on B], about 70% 
doesn’t ever make it out of implementation. (Senior 
Retention Strategist)

As a consequence of such frictions in service adoption, sev-
eral managers explicitly underscore the risk of losing custom-
ers during onboarding when too many add-ons get bundled:

They didn’t realize that the implementation could be 
complex, from a business process or from functionality. 
Functionality is another area where they thought, “Hey, 
I started with an easy thing to do and now I’m finding 
that there’s too many steps.” This is also around value. 
I’m saying this is too complicated ... and for whatever 
reason, another name might come in, also looking at a 
competitive product. So at a certain point in time, they 
go, “You know what? I think I’m gonna go with your 
competitor.” … That’s when they start thinking, “Well, 
maybe I’m having second thoughts about whether this 
is for me.” (Director of Customer Experience)

The biggest risk is customers who’ve been with us less 
than three years. The risk of them leaving us is much 
higher. (Vice President of Customer Experience)
It’s the onboarding process. We’ve got to figure out 
how to make that easier and more consistent. (Senior 
Retention Strategist)

Perceived complexity

Customers’ perceptions of the value that the overall ser-
vice offering delivers seem to drive their decision to retain 
or terminate the service agreement. Our interviews suggest 
an important mechanism that informs these perceptions: the 
complexity of the overall service bundle of core and add-on 
services. As users within the buying firm familiarize them-
selves with the new service and learn about its value, the pres-
ence of multiple services may hinder retention by increas-
ing end users’ perceived complexity, or the degree to which 
users judge the offering as difficult to learn and use (Kahn & 
Wansink, 2004). More add-on services also might impede 
the learning process, stall service adoption, or instigate a 
reconsideration of the overall purchase. As Rogers’s (2003) 
theory of diffusion cautions, complexity perceptions impede 
learning success, evoke a sense that the service is ineffective, 
and hinder adoption and diffusion. This notion of complexity 
also resonates with the viewpoints of the managers in our 
interviews, who regard the complexity of expanded services 
containing multiple additional items as a major obstacle to 
service continuation. It diminishes perceived value in the early 
stages of service implementation, in that the greater number 
of add-on services requires end users to spend more time and 
effort to learn about their features and functionalities, how 
the services interact with existing organizational systems and 
processes, and how they cumulatively deliver value. This sub-
stantial complexity diminishes perceived value in the early 
stages of service implementation (i.e., during onboarding), 
according to our informants:



1459Journal of the Academy of Marketing Science (2025) 53:1447–1481	

The more things [add-ons] they’re looking at, the more 
uncomfortable it is for them, and the more overwhelm-
ing it feels. (Service Implementation Coach)

It’s gonna mean more resources on their side, because 
the more capability you have in the product, the more 
knowledge you have, the more options you have to con-
sider. The more complicated it is, the more people they 
have to throw at it, to make it all come up to speed, 
the more likely they are to go, “I’m just not prepared 
to do this right now, or you didn’t deliver on what I 
needed.” If you bundled more than one of the prod-
ucts like [add-on], then that increases the complexity 
of the timeline for implementation. (Vice President of 
Customer Experience)

I think there’s definitely extended [add-on] services 
that [seem] like a little bit too much to start with. 
So … it took a little bit longer to implement than the 
expectations that were set originally … If they received 
bills for things that they haven’t yet implemented, or 
started using, or experienced the value of yet, they 
might change their mind [and quit]. (Sales Director)

Off the top of my head, you’ll see complexity. The actual 
product was complex. (Director of Customer Experience)

Eventually, these demands for additional effort can leave 
end users feeling overwhelmed by the substantial cognitive 
load imposed on them. Such frictions in the learning process 
ultimately make it more difficult for end users to cope with the 
disruptions created by a new service adoption that has been 
mandated by their employer, as well as more difficult for the 
customer firm to convince its employees to use the new service.

Communication as a contingency

Communication is key to nurturing effective relationships (Pal-
matier et al., 2006), especially in service contexts that require 
service providers and customers to co-create value through 
effective bilateral communications (Vargo & Lusch, 2004). For 
example, during a business service implementation process, 
the customer organization communicates with the supplier to 
acquire information about the service and how to integrate 
it into its existing organizational processes and work flows. 
Obtaining effective support from the supplier is key to extract-
ing value from the services, as one manager emphasizes:

There’s also other components around just satisfaction 
overall from like a support standpoint.… So, I believe 
that a couple of times or a couple of experiences, a 
client … feels that they’re not getting the support and 
help that would make the software be a value add for 
them. (Senior Director of Client Success)

Richer channels of communication accommodate different 
types of cues (e.g., visual, verbal, textual), tend to be syn-
chronous, involve a personal focus, and convey natural and 
varied language (Daft & Lengel, 1986). Accordingly, these 
channels support greater information transfers, resolve ambi-
guities more quickly, and facilitate learning more effectively 
than leaner channels such as live chat support (see Moffett 
et al., 2021, Table 3, for a decomposition of communica-
tion formats). In the onboarding stage, users are still learn-
ing about the features and functionalities of the new core 
and add-on services, and they may experience uncertainty 
about the value of using and deploying them. Richer com-
munication channels with high synchronicity, like a dedicated 
service support team, likely are beneficial for reducing such 
uncertainty (Dennis et al., 2008; Samaha et al., 2019), and 
they also might alleviate some perceived complexity con-
cerns (Polo & Sese, 2016). In contrast, leaner communication 
might exacerbate perceived complexity in the onboarding 
stage, as suggested by one of our interview partners:

We have this team that is really trying to handhold …, 
because we know that they want to talk to someone a 
lot of the times, and they don’t always like what they’re 
getting with the support model that we have today [live 
chat support]. (Senior Retention Strategist)

Study 1b: Service customer–side, 
exploratory, theories‑in‑use study

To ensure the external validity of our findings from Study 
1a, we conducted additional fieldwork with seven customer 
firm representatives from various industries that source SaaS 
packages from various service providers (Berkmann et al., 
2023). Our goal is to explore customer perspectives on cus-
tomer onboarding, as a complement to the service provider 
perspective in Study 1a.

Data collection

To ensure the participants in this supplementary study are 
closely associated with the research phenomenon (Chal-
lagalla et al., 2014; Zeithaml et al., 2020), we sought out 
managers and executives who have experience adopting B2B 
SaaS offerings and represent various organizational func-
tions, firms, and industries. Using a snowball technique, we 
began with university contacts and asked them to identify 
people who might be particularly knowledgeable about this 
topic. The identified participants included three women and 
four men, with work experience ranging from 6 to 25 years, 
responsible for a variety of functions, including marketing, 
data engineering, and management. The informants also 
have different organizational roles (e.g., president, owner, 
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marketing manager, data engineer), and their companies 
compete in various industries, including digital marketing, 
media and communications, IT services, and general con-
tractors (Table 5). The interviews, which lasted between 25 
and 34 minutes, followed a semi-structured format. Again 
in line with the grounded theory approach (e.g., Burroughs 
et al., 2011; Homburg et al., 2014; Ulaga & Reinartz, 2011), 
an initial set of general questions started the interviews, 
followed by specific questions based on each informant’s 
responses. The general questions pertained to the inform-
ant’s experiences with and perceptions of SaaS onboarding, 
add-on services, and challenges they faced during onboard-
ing (Web Appendix B). We carefully crafted the interview 
questions to encourage informants’ responses without lead-
ing them and aimed to minimize biases associated with 
active listening (McCracken, 1988).

Data analysis

Each interview was recorded and transcribed verbatim. To 
be consistent with Study 1a, we relied on the same coding 
plans to integrate the results, including illustrations of the 
relevant codes with definitions and quotes (Homburg et al., 
2014). That is, we took the fragmented data from the open 
coding and assigned them to coherent, conceptual catego-
ries or themes that surfaced in the interviews. These results 
revealed themes similar to those that emerged from Study 1a. 
To affirm the reliability of our findings, we asked two inde-
pendent judges to review our coding plan and instructions, as 
well as the verbatim transcripts, to validate the themes. The 
proportional reduction in loss metric, to assess interjudge 
reliability, is .85 in our study, above the .70 threshold for 
exploratory research (Rust & Cooil, 1994).

Results

The interview data reflect customers’ distinct perspectives on 
onboarding and affirm the key role of add-on bundling in this 
unique relational stage. These narratives also are consistent 

with the three themes identified in Study 1a. Thus, the com-
bined insights confirm the need for a more nuanced perspective 
on the effects of add-on bundling on customer onboarding.

Differential evaluations of add‑on bundling effectiveness

Although more add-ons arguably should benefit both service 
providers and customers, by adding more value, the customer-
side informants shared a common view that adding more to the 
service bundle also undermined the quality of the onboarding 
process—an effect that could be mitigated with appropriate 
measures. Several informants specified challenges associated 
with implementing multiple components of the software dur-
ing the initial stage when it is especially foreign to users:

It is any software in that initial stage can be over-
whelming when it’s foreign to you.… I personally had 
that we’ve been talking about [SaaS A] in the past four 
months, everybody’s been trying to get us to use it, and 
it was so highly encouraged, but I tried to get in it, it 
just felt really clunky to me. It didn't make any sense. 
(Senior Marketing Manager, General Contractor)

[SaaS B], as an example, gets sold a lot of times as a 
[highly bundled] tool that does all of these things that 
are possible for your business, and then it becomes 
arduous for a business to try to figure out where to 
start at even and what to implement first and then how 
to build on top of that. So many cases they’ll go in and 
sell an enterprise license that has everything included, 
and a company is like, “We don’t even know what to 
begin with.” (President, IT Services)

Perceived complexity

Our customer interviews affirmed that a key determinant 
of the impact of add-on bundling is complexity, of both the 
service bundle and the adoption process. Complexity dur-
ing onboarding seems to worsen when the firm is not well-
equipped to handle the implementation, leading employees 

Table 5   Study 1b: Service customer firms informant descriptions

Informant

Company Industry Annual revenue
(in US$)

# Position Tenure

1 Digital marketing  < $ 5 billion a Chief innovator 25 years
2 Media and communications  < $ 5 billion b Owner 8 years
3 IT services and IT consulting (digital solutions) $ 5–25 million c President 15 years
4 IT services and IT consulting (healthcare) $ 7 million d Data engineer 9 years
5 General contractor (construction) $ 5 billion e Senior marketing manager 14 years
5 General contractor (construction) $ 5 billion f Marketing manager 6 years
5 General contractor (construction) $ 5 billion g Senior marketing manager 19 years
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to feel overwhelmed and cognitively overloaded. Moreover, 
the informants implied the need to anticipate additional 
ramifications, such as security risks:

The more stuff you add on, the more complexity you 
add and the more management there is.… So you sort 
of open yourself up. It’s something you have to be cog-
nizant of I think. So in addition to just the complexity 
of managing and updating a bunch of different com-
ponents, you have to watch out about what other stuff 
it might open you up to, particularly from a security 
aspect. (Owner, Media and Communications)

What I’ve seen companies fail at buying stuff and not 
having a good plan on what problem they’re solving or 
how they’re actually implementing it, and that’s usu-
ally where adding on additional packages gets out of 
control because you’re just adding to the complexity of 
what’s possible without having a good [way] to imple-
ment or leverage the tool. (President, IT Services)

Communication as a contingency

Communication was frequently mentioned as a potential 
means to mitigate the negative impact of add-on bundling 
on customer onboarding. Despite some variation depending 
on the complexity of the service adoption process, customers 
generally support the need for richer (vs. leaner) communi-
cation during onboarding. Several informants highlighted 
that they prefer responsive and multiple (i.e., richer) modes 
of communication, such as in-person support or screen-shar-
ing–enabled support, as opposed to a phone call, due to the 
complexity of the onboarding process:

So I think as long as they’re responsive and the com-
munication is there, and even to me, maybe a Zoom or 
teams call, video call, because then you can share your 
screen. I think maybe that would be one advantage 
versus just a phone call. (Senior Marketing Manager, 
General Contractor)

We actually have a direct contact and then a self-ser-
vice rep. And they also have online support and they 
do a really good job. And I would say that’s the key 
these days. If you’re going to have a tech stack and a 
bunch of software-as-a-service, it’s how good is the 
internal support. (Chief Innovator, Digital Marketing)

Research hypotheses

Building on the exploratory insights from the theories-
in-use approach applied to our qualitative interview stud-
ies, we propose a detrimental effect of add-on bundling 

on customer retention in the onboarding stage of service 
adoption. Specifically, bundling more add-on services 
sparks perceptions of high complexity, which hinder effec-
tive service implementation and increase customers’ churn 
likelihood. Communication channel richness emerges as 
a potential boundary condition of the retention impact of 
add-on bundling in the onboarding stage.

H1  Service bundles with more add-on services have a nega-
tive effect on customer retention in the onboarding stage.

H2  The negative effect of offering service bundles with more 
add-on services on customer retention in the onboard-
ing stage is mediated by perceived complexity among 
customers.

H3  The negative effect of offering service bundles with 
more add-on services on customer retention in the 
onboarding stage is diminished by communication 
channel richness.

We empirically test these hypotheses in two quantitative 
studies: a field study using archival data gathered from the 
collaborating SaaS provider (Study 2) and a cross–SaaS 
category and cross-industry survey study among managers 
of B2B customer firms (Study 3).

Study 2: Field study

To determine the effect of offering service bundles with 
more add-on services on customer retention during the 
onboarding stage, we rely on data from a B2B SaaS pro-
vider. We describe our overall institutional setting and data 
in the next section, and then we leverage the field data in 
three complementary ways to test our hypotheses. First, we 
assess the main and moderation effects of add-on bundling 
on customer retention in the onboarding stage (Fig. 2, Panel 
A). Second, we assess the heterogeneity of effects by testing 
how add-on bundling influences customer retention for two 
different types of add-on services (i.e., product-supporting 
versus customer-supporting add-ons) (Panel B). Third, to 
validate the distinctiveness of the customer onboarding 
stage, we test the effect of add-on bundling on customer 
retention during the post-onboarding stage (Panel C).

Institutional setting and data

The collaborating B2B SaaS provider firm is the same firm 
we relied on to conduct Study 1a. Similar to many B2B 
SaaS providers, it offers a core service and related add-ons, 
and it incentivizes salespeople to bundle them. In an effort 
to minimize customer attrition and optimize its bundling 
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efforts, the service provider granted us permission to inter-
view its employees (Study 1a) and provided access to its 
CRM database, which contains customer-level transaction 
data. The functionalities of the collaborating firm’s software 
can be modified and adapted to a customer’s business needs. 
According to its sales managers, the complexity of using an 
add-on service is fairly consistent across all the add-ons the 
firm offers.1 Its business model features a two-stage project 
cycle: In the onboarding stage, the supplier implements the 
purchased software package with the customer, and both 
learn how the software functions in the customer’s unique 
work setting; in the post-onboarding stage, the software sup-
ports the customer’s daily business. Given the idiosyncrasies 
of the customers, the length of the onboarding process varies 
widely (as we elaborate on subsequently).

The switch from the onboarding to post-onboarding 
stage is determined using a consistent set of deployment 
milestones that the service provider applies to all its cus-
tomers. Per industry norms, there is no set rule for when 

the customer should transition from onboarding to post-
onboarding; it varies with each organization’s resources 
and the scope of the project. The software integration 
affects multiple end users, so a typical approach is to adopt 
a waterfall method, a common software development lifecy-
cle process that breaks down a project into sequential linear 
phases, where each new phase depends on the completion 
of the previous phase (Petersen et al., 2009). As described 
by a head of enterprise architecture at KPMG (De Koning 
& Koot, 2019; Wardynski, 2017), “we now have two types 
of projects that can be delivered—bigger projects with inte-
gration impact are still developed in the waterfall model, 
while small changes without integration impact could be 
developed according to the agile methodology.” Although 
the composition of each stage and its timing and length vary, 
the implementation of a new SaaS (i.e., onboarding stage) 
typically takes 4–12 months. In our dataset, the onboarding 
period averages 9.57 months, with a standard deviation of 
8.18 months.

After experiencing an average churn rate of 11% per year 
in the past few years, the senior management of the collabo-
rating firm sought areas for improvement. To investigate the 
causes of churn, management granted us access to activity 
and billing data on 74,871 distinct subscription contracts, 

Fig. 2   Study 2: Impacts of add-on bundling on buyer retention in the customer onboarding stage

1  To alleviate any residual concerns related to differential complex-
ity levels of add-on services, we include fixed effects for all of the 
add-on services sold (discussed in detail subsequently) and assess the 
heterogeneous effects of add-on types in Part B of Study 2.
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comprising all new clients gained over three years, from Jan-
uary 2015 to May 2018. These cross-sectional data encom-
pass 19 service account teams and 14 add-on services sold 
in 37 countries. Web Appendix C provides more model-free 
evidence and details about the geographic distribution of the 
customers, the service provider’s different add-on services, 
and onboarding stage durations.

Part A: Main and contingency effects of add‑on 
bundling on onboarding stage retention

In the first step, we check if there is a negative association 
between the number of add-on services sold to customers 
and customer retention during the onboarding stage (H1). 
We also seek to determine if offering richer communica-
tion to customers during onboarding may help diminish the 
negative retention effect of the number of add-ons sold (H3).

Variable operationalization

Table 6 presents the operationalization of the study vari-
ables; Table 7 displays the descriptive statistics and variable 
correlations. The key independent variable is the number of 
add-on services sold in a bundle along with the core sub-
scription service at the beginning of the contract period. 
The focal service provider offers 14 add-on services that 
promise enhanced functionalities and productivity (e.g., 
audit services, business intelligence, invoice management). 
Consistent with contractual norms in the B2B SaaS industry, 
the total number of add-on services bought by customers 
remained constant throughout their contract duration. All 
add-ons require similar operating skillsets and are similar 
in complexity (we offer more details about the add-ons in 
Part B).

To model communication channel richness as a modera-
tor, we leverage a policy change: In January 2017, out of cost 
considerations, the collaborating service provider firm sup-
plemented its richer communication channel (i.e., telesupport) 
with a leaner one (i.e., live chat support). That is, after their 
IT staff received initial in-person training, customers could 
rely on either telesupport or live chat support for assistance 
in configuring, deploying, and using the software. The service 
provider’s account managers checked in with customers at 
predetermined milestones, to ensure smooth roll-out and func-
tioning of the software. Between the milestones though, the 
firm encouraged customers to use remote support to resolve 
any questions. Thus, depending on the year a customer signed 
the contract, it received remote support through a richer (tele-
support) or leaner (live chat support) channel. Once assigned a 
communication channel, this customer obtained support only 
through that channel. Therefore, we use a binary variable to 
capture periods that feature different communication channel 

richness: 1 indicates the customer received telesupport, and 0 
indicates it received live chat support. Approximately 66% of 
the firms in our dataset received telesupport, and around 34% 
received live chat support.

The dependent variable, onboarding stage retention, cap-
tures whether (= 1) or not (= 0) a customer retained its con-
tract at the end of the software deployment phase. As noted, 
the service provider used a consistent set of milestones to 
determine the completion of the onboarding stage.

Several other variables could affect customer retention 
decisions, so we include a number of covariates to control 
for them. Specifically, we account for contract duration, ser-
vice usage duration, billing frequency, service outages, and 
client category (see Table 6 for definitions). We include fixed 
effects for several categorical variables that serve as effec-
tive proxies for customer-level unobserved heterogeneity, 
as we discuss subsequently. The data are cross-sectional, so 
we cannot include customer-level fixed effects, which would 
preclude us from identifying the effect of the independent 
variable of interest (i.e., number of add-on services).

Econometric model

To model the likelihood of retention of the jth customer in 
the onboarding period, we use a binary logistic regression:

where OSR captures onboarding stage retention, NAS repre-
sents the number of add-on services sold in the bundle, CCR 
is communication channel richness, and Z is a vector of the 
covariates. Our analysis includes all customers who begin 
the contract within our data (i.e., are in an onboarding stage).

Identification challenges and strategies

The validity of the main effect of the number of add-on ser-
vices hinges on the assumption that the number of add-on 
services that a customer purchases is exogenously deter-
mined. To the extent that this variable co-varies with unob-
servable factors captured by the error term, the assumption 
of exogeneity is violated, and the associations portrayed by 
the coefficients could be biased. Several time-variant and 
-invariant unobservable factors could inhibit the identifica-
tion of the effects, so we seek to mitigate them.

Notably, there might be endogeneity due to salespeople’s 
strategic selling of add-on services. Informed by criteria 
unobservable to the researchers, salespeople may vary the 
number of add-ons offered at the point of sale strategi-
cally, such that some customers may have been persuaded 

(1)

Pr
(

OSRj = 1
)
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Table 6   Studies 2 and 3: Variable operationalization

a All items were measured on 7-point Likert-type scales ranging from 1 = “strongly disagree” to 7 = “strongly agree.” Numbers in parentheses 
indicate factor loadings obtained from confirmatory factor analysis.
b The median split (median = 2.00; high [low] values indicate onboarding [post-onboarding] stage) assigns customers to onboarding and post-
onboarding stages.

Variable Operationalization

 A: Study 2
 Onboarding stage retention Binary variable capturing whether (=1) or not (=0) a customer remained in the subscription service contract 

in a given month during the onboarding stage
 Post–onboarding stage retention Binary variable capturing whether (=1) or not (=0) a customer remained in the subscription service contract 

in a given month during the post-onboarding stage
 Number of add-on services  The number of additional services sold in a bundle along with the core service at the beginning of the sales 

cycle
 Number of product-supporting add-on services The number of additional services safeguarding the proper functioning of the core service sold in a bundle 

along with the core service at the beginning of the sales cycle
 Number of customer-supporting add-on services The number of additional services enhancing the capabilities of and actions possible with the core service 

sold in a bundle along with the core service at the beginning of the sales cycle
 Communication channel richness Binary variable indicating whether the supplier firm offered in-person telesupport (=1; before Jan 2017) or 

live chat support (=0; starting Jan 2017)
 Contract duration Initially agreed upon contract period (measured in days)
 Actual service usage duration Total number of months lapsed since the beginning of the contract
 Billing frequency (monthly vs. quarterly) A dummy variable capturing whether the billing frequency is monthly (=1) or quarterly (=0)
 Service outage Binary variable indicating whether the buyer firm experienced a service outage (=1) in a given month  

or not (=0)
 Client size category 1 = less than 50 employees, 2 = 50–99 employees, 3 = 100–499 employees, 4 = 500–749 employees, 5 = 750–999

employees, 6 = 1,000–1,999 employees, 7 = 2,000–2,999 employees, 8 = 3,000–3,999 employees, 9 = 4,000–4,999
employees, 10 = 5,000–5,999 employees, 11 = 6,000–6,999 employees, and 12 = 7,000–7,999 employees

 Add-on service fixed effects (14 categories) Fourteen categorical variables capturing the different types of add-on services sold by the firm
 Service account team fixed effects (19 categories) Nineteen categorical variables capturing the various service account teams that handle customers
 Client country fixed effects (37 categories) Thirty-seven categorical variables capturing the countries where the seller firm is located
 Contract period fixed effects (41 dummy variables) Forty-one binary variables representing a unique month-year combination between January 2015 and  

May 2018
 B: Study 3
 Retention How likely are you to terminate the service agreement? (0%–100%; reverse-coded)
 Onboarding stagea,b We are still learning how to use the service. (.890)

We are in the stage of familiarizing ourselves with the service. (.859) We are still inexperienced users of the 
service. (.904)

We have not yet figured out completely how to utilize the full functionality of the service. (.857)
 Number of add-on services Please indicate the number of additional services your service agreement contained when you initially 

subscribed to it. (number)
 Perceived complexitya This service package is too complex to work with. (.781)

It is difficult to keep track of all the various options available in the service package. (.937)
There are too many options in the service package. (.804)

 Perceived switching costsa The service package provides us with particular functions that we would not receive elsewhere. (.856)
By continuing to use this service package, we receive certain functionalities that we would not get if we 

switched to a new service. (.928)
There are certain functional benefits that we would not retain if we were to switch to another service pack-

age. (.891)
 Other services from provider How many more service agreements do you have with this service provider? (number)
 Service category (7 categories) Software services, communication services, financial services, healthcare services, employee benefit manage-

ment services, consulting services, other services (= reference category)
 Number of employees (5 categories) 1 to 49 employees, 50 to 499 employees, 500 to 999 employees, 1,000 to 9,999 employees, 10,000 and more 

employees (= reference category)
 Company revenues (3 categories) Less than $ 10 million, $ 10 million to less than $ 1 billion, $ 1 billion and above (= reference category)
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to purchase more versus fewer add-ons. To the extent that 
these unobservable criteria affect the number of add-ons 
bundled and the customer’s renewal decision, the independ-
ence assumption between the independent variables and the 
error term becomes violated, introducing an endogeneity 
bias. Therefore, we adopt a control function approach (Petrin 
& Train, 2010) and introduce a control variable into Eq. 1. 
After accounting for the influence of this control variable on 
the dependent variable, the endogenous independent varia-
ble no longer correlates with the error term in the regression 
equation. By definition, this step restores the independence 
assumption and thereby mitigates endogeneity bias. To con-
struct the control variable, we follow Petrin and Train (2010) 
and run an auxiliary model with the number of add-on ser-
vices as the dependent variable, a series of control variables 
that likely affect the number of add-on services purchased, 
and an exogenous variable as the independent variable. This 
exogenous variable must be an excluded variable that affects 
the endogenous variable (i.e., meets the relevance criterion) 
but should not be correlated with the expectation of the 
dependent variable (i.e., error terms in Eq. 1). The predicted 
residuals from the auxiliary regressions then reveal effective 
controls for restoring the independence assumption in Eq. 1.

To specify this excluded variable, we leverage the sell-
ing strategy of our collaborating firm, which offers holiday 
bonuses to sales teams based on the number of contracts 
they close in the last quarter of the year. Hence, salespeople 
offer quantity discounts to customers at the end of the year. 
These incentives during the holiday season (i.e., Novem-
ber and December) might encourage customers to purchase 
more add-on services and sign contracts before the end of 
the year.2 Therefore, we consider whether a sale happens 
during the holiday season, operationalized as 1 if the cus-
tomer’s contract started in November or December, and 0 
otherwise. This holiday season variable meets the relevance 
criterion, because quantity discounts influence customers’ 
purchase behaviors, so it should correlate positively with 
the number of add-on services sold. The variable also satis-
fies the exclusion restriction criterion, because theoretically, 
the purchase period and subsidized price offered during the 
holiday season should influence customers’ retention only 
through the number of add-on services purchased. In other 
words, procuring the software during the holiday season 
should not directly affect a customer’s decision to cancel 

a contract, especially after undergoing the arduous buying 
process.

We establish the robustness of the exclusion restriction in 
two further ways. First, we collected firm data that detailed 
the reasons customers canceled their contracts. The service 
provider asks customers to complete an exit survey to help 
it improve its services, and the survey results indicate that 
only 204 customers (about .35%, or less than 1%, of the sam-
ple) terminated due to pricing concerns. Therefore, the price 
that customers negotiated with the service provider during 
the holiday season did not directly lead to attrition, in line 
with our theoretical argument. Second, as we detail subse-
quently, we conducted statistical analyses of the validity of 
the excluded variable and find that our instrument satisfies 
the exclusion restriction criterion. These validation checks 
instill confidence in our excluded variable.

We use a linear specification for the first-stage auxiliary 
model:

where NAS is the total number of add-on services to which 
customer j subscribes and holiday season is the period dur-
ing which the customer’s contract began. The control vari-
ables are as defined previously.

Endogeneity also might stem from unobserved customer 
heterogeneity. Myriad time-variant and -invariant, unobserv-
able, customer-level factors could impede the identification 
of the true impact of the number of add-on services sold on 
retention. For example, customers from particular industries, 
acquired by bundling certain add-on services, or with a cer-
tain geographic profile might be more or less likely to main-
tain their subscription due to unobservable latent features. 
If contract renewal decisions are driven by customer-level, 
unobserved, time-invariant factors, we can mitigate the 
endogeneity bias by including observable, customer-level, 
time-invariant fixed effects, such as customer size category, 
type of add-on service sold, selling team classification, and 
country in which the customer firm is located. The type of 
add-on service sold should account for differences in feature 
functionalities or usage complexity. Similarly, to account 
for customer-level, unobserved, time-variant factors that 
might affect the customer’s decision to renew, we include 
two observable, customer-level, time-variant fixed effects: 
whether any service outage occurred in a given month and 
a contract period month-year fixed effect. These variables 
effectively capture any changes in service disruptions or 
organizational-level selling practices that could induce bias 
into our key estimates of interest. Due to the cross-sectional 
nature of our data, we are unable to include customer-spe-
cific fixed effects, but as we detail subsequently, we reana-
lyze our models using a random effect.

(2)Pr(NASj = 1) = γ10 + γ11holiday seasonj + �12controls + �1t,

2  Offering more add-ons without increasing the price proportion-
ately results in lower annual recurring revenue (ARR) per license. 
According to the descriptive statistics, the median ARR per license 
is $145.97 when the contract starts during the holidays and $152.28 
when the contract starts during the non-holiday season. A t-test also 
confirms that this difference is statistically significant (t = 133.41, 
p < .0001).
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Finally, endogeneity might arise from a sample selec-
tion bias. Selection issues might result from records that 
we excluded due to missing data for the control variables, 
which could render the sample non-random and lead to cor-
related unobservables that produce a model misspecification 
and overestimation of the effect of the number of add-on 
services sold on retention likelihood. Therefore, we built a 
selection model in which we use observable, time-invariant 
characteristics available for all observations in our model to 
predict the likelihood of an observation entering the final 
sample (Kanuri & Andrews, 2019). We compute an inverse 
Mills ratio (IMR) and include it as a control in Eq. 1. The 
selection model can be mathematically represented as:

where observation in the final sample is a binary variable 
that indicates whether (= 1) or not (= 0) an observation is 
included (n = 74,871). The control variables in Eq. 3 are the 
observed, time-invariant factors that we discussed previ-
ously. We use the predicted values from Eq. 3 to compute 
the IMR, then include it as a control variable in Eq. 1. By 
accounting for these endogeneity sources in the first stage, 
our second-stage model becomes:

where β14 captures the effect of the control function residu-
als from Eq. 2, and β15 captures the effect of the IMR from 
Eq. 3.

Results

To evaluate the fit of the proposed model, we run several 
logistic regressions on Eq. 4. Our research goal (i.e., iden-
tifying drivers of attrition in the onboarding stage) dictates 
this estimation procedure, rather than alternative procedures, 
such as a Cox survival model. In particular, survival models 
are inappropriate for our research setting for two reasons. 
First, fitting a survival model to our cross-sectional data 
could indicate quitting times across customers and deter-
mine “time-to-quitting,” but cannot establish findings within 
customers. Such a perspective renders time-to-quitting less 
meaningful, because the onboarding process for each cus-
tomer differs. Second, for practitioners, determining time-
to-quitting in the onboarding stage is less meaningful. The 
length of the onboarding stage is influenced not by the num-
ber of add-ons but by the amount of time it takes to integrate 
the SaaS offering with the customer’s existing systems. A 

(3)
Pr (observation in final sample = 1) = γ20 + �21controls + �2t,

(4)

Pr
(

OSRj = 1
)

=β10 + β11NASj + β12CCRj

+β13
(

NASj × CCRj

)

+ � + β14�j

+β15IMRj + ε1j,

survival model would incorrectly imply that the number 
of add-on services determines the amount of time it takes 
customers to quit. Therefore, we estimate our model using 
logistic regression.

We fit three nested models of Eq. 4 to demonstrate the 
effects of interest with different model specifications. Model 
1 includes the proposed main effect without any endogeneity 
corrections; Model 2 includes two endogeneity corrections 
(IMR and residuals from the control function); and Model 3 
includes the interaction between NAS and CCR. As shown 
in Panel A of Table 8, the Akaike information criterion and 
log-likelihood both improve from Model 1 through Model 3; 
each version significantly improves model fit. The excluded 
variable (holiday season) is positively associated with add-
on bundling in the onboarding stage (β = .090, p < .0001; 
Web Appendix D), so it satisfies the relevance criterion.

Using Model 3 in Table 8 (Panel A) to assess the effect 
of add-on bundling on retention likelihood in the customer 
onboarding stage, we find a significant negative association 
between the number of add-ons sold and customer retention 
at the end of the onboarding stage (β = –1.362, p < .0001), 
in support of H1. Also, we test for a two-way interaction 
effect between add-on bundling and communication chan-
nel richness as a potential contingency factor. We find that 
communication channel richness, or the service provider’s 
provision of telesupport, positively moderates the effect of 
add-on bundling on onboarding stage retention (β = .061, 
p < .0001). Hence, providing support to customers through 
richer communication channels appears to alleviate the com-
plexity related to numerous add-ons in the service package 
and thus the negative effect on customer retention in the 
onboarding stage, in line with H3.

Robustness checks

To ensure the robustness of our results, we ran a series of 
additional tests. First, we visually examined the receiver 
operating characteristic curve to assess model fit. The area 
under the curve (.832) for the full Model 3 implies a reason-
able model fit and a low false positive rate. Second, an over-
lap of the various fixed effects or sparseness within certain 
categories captured by fixed effects could make it difficult 
to achieve full separation among the fixed effects. When we 
adopt Firth’s (1993) penalized likelihood method to estimate 
our model though (Web Appendix E), the results remain 
consistent with those in Panel A of Table 8. Third, if we 
assume overdispersion in our sample and run Eq. 2 (stage 
1 control function equation) with negative binomial regres-
sion, the key results remain consistent too.

To incorporate buyer-level heterogeneity further, we fit 
a random-effects model; it produces results similar to our 
original estimation (Table 8, Panel A, Model 4). Further, 
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the likelihood ratio test of the difference between models 
with and without random effects indicates that the models do 
not differ (χ2 = .0016, p = .484). Therefore, our main model 
adequately captures buyer-level heterogeneity.

Part B: Heterogeneity of different add‑on types

To check for heterogeneity in the effect of the number of 
add-ons sold on onboarding stage retention, we adopt a ser-
vice typology widely used in B2B service literature (e.g., 
Antioco et al., 2008; Eggert et al., 2014; Faramarzi et al., 
2024; Mathieu, 2001) and classify the 14 add-ons sold by 
our collaborating service provider as either product function-
ality-supporting or customer action-supporting (Table 9). 
According to this typology, B2B add-on services typically 
fulfill one of two functions (e.g., Faramarzi et al., 2024; 
Mathieu, 2001). If they safeguard the proper functioning 
of the core service, these product functionality-supporting 
add-on services, or product-supporting add-on services in 
short, help maintain or improve the functionality of the core 
service by enhancing its robustness and limiting any losses 
from using the service (Faramarzi et al., 2024; Mathieu, 
2001). If instead they enhance the capabilities of and actions 
possible with the core service, these customer action-sup-
porting add-on services, customer-supporting add-on ser-
vices in short, expand the scope of the core service by add-
ing new functionalities, such that they enhance the gains 
that might be obtained (Faramarzi et al., 2024; Mathieu, 
2001). Two coauthors of this research coded the add-ons 
as either product-supporting or customer-supporting add-
on services. We validated the robustness of our classifica-
tion in two steps. First, we presented the classification to the 
managers at the collaborating firm, who fully confirmed its 
suitability. Second, we had two research assistants blind to 
this research independently do the classification exercise for 
the 14 add-ons, providing them with our definitions for both 
add-on types, as well as with the names and descriptions of 
the add-on services from Table 9. Both coders agreed with 
our coding for 12 out of 14 add-ons (i.e., 85.7% agreement 
rate), respectively. For the remaining add-ons, we resolved 
the disagreements through discussion (our findings remain 
consistent if we dropped these add-ons).

Variable operationalization

We operationalize both the number of product-supporting 
add-on services and the number of customer-supporting 
add-on services as continuous variables that capture the 
number of corresponding service components sold to the 
customer, together with the core subscription service (see 
Table 9 for our classification). The dependent variable is 
onboarding stage retention.

Econometric model

In a logistic regression, we regress the likelihood of reten-
tion of the jth customer in the onboarding period on the num-
ber of product-supporting and customer-supporting add-on 
services:

where OSR captures onboarding stage retention, NPSAS 
represents the number of product-supporting add-on services 
sold in the bundle, NCSAS is the number of customer-sup-
porting add-on services, and Z is a vector of the covariates. 
In all models, we apply the identification strategies that we 
outlined in Part A of our analyses.

Results

With Model 1 (Table 8, Panel B), we simultaneously analyze 
the effects of product-supporting and customer-supporting 
add-on services on onboarding stage retention. In line with 
the overall main effect, product-supporting add-ons exert 
a significant negative effect on onboarding stage retention 
(β = –3.438, p < .0001). In contrast, the number of customer-
supporting add-ons sold does not significantly affect cus-
tomer retention in the onboarding stage (β = –1.737, p > .10). 
The negative retention effect of the number of add-ons 
sold thus appears driven mainly by the product-supporting 
add-ons.3

Part C: Main effect of add‑on bundling 
on post‑onboarding stage retention

Finally, to assess whether add-on bundling has a differential 
effect in the post-onboarding stage, we investigate the main 
effect of the number of add-on services sold on customer 
retention once customers have reached this stage.

Variable operationalization

Our independent variable, the number of add-on services, 
is the same. The new dependent variable, post-onboarding 

(5)
Pr
(

OSRj = 1
)

= β20 + β21NPSASj + β22NCSASj

+ � + β23�j + β24IMRj + ε2j,

3  As a post hoc explanation, we recognize that, relative to product-
supporting add-ons, customer-supporting add-ons help customers 
realize important complementarities within the overall service pack-
age. Even if it remains challenging to learn complex customer-sup-
porting add-ons, the enhancement of the capabilities and scope of 
the core service they offer may produce a nonsignificant effect on 
onboarding stage retention. We thank an anonymous reviewer for 
raising the notion that complexity does not always negatively affect 
retention, which also aligns with our Study 3 findings regarding post-
onboarding stage retention.
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stage retention, indicates whether the customer that was 
retained in the onboarding stage remains retained in the 
post-deployment phase. The analysis thus includes only 
those customers that survived the onboarding stage.

Econometric model

In a binary logistic regression, we regress the likelihood of 
retention of the jth customer in the post-onboarding period 
on the number of add-on services:

where POSR is post-onboarding stage retention, NAS repre-
sents the number of add-on services sold in the bundle, and 
Z is a vector of the covariates. Equation 6 pertains to the 
cohort of customers who remain after onboarding, according 
to a conditional logit analysis. We use the same identifica-
tion strategies that we outlined in Part A.

(6)
Pr
(

POSRj = 1|OSRj = 1
)

=β30 + β31NASj

+� β32�j + β33IMRj + ε3j,

Results

Model 2 in Panel C of Table 8 shows a significant positive 
effect of the number of add-on services on post-onboard-
ing stage retention (β = .447, p < .01). Compared with the 
onboarding stage, the effect of the number of add-on ser-
vices sold to the customer flips, such that it enhances cus-
tomer retention in the post-onboarding stage. Only after the 
onboarding stage, implying that the customer has gained 
mastery, does a retention-increasing effect of add-on bun-
dling emerge. This important caveat has not been identified 
in previous research.

Study 3: Survey study

With Study 3, we explicitly measure and assess if and how 
customer-perceived complexity, which surfaced in Studies 
1a and 1b, can mediate the negative effect of add-on bun-
dling on customer onboarding stage retention (H2). Further-
more, we seek to establish the generalizability of the main 

Table 9   Study 2, Part B: Classification of add-on services

Classification Add-on service Description

Product-supporting add-on services Audit services Add-on that ensures accurate expense audits without putting 
increased demands on the customer's employees with a team of 
global auditors

User support desk 24/7 direct access to the subject matter experts and resources to 
support the customer's employees' utilization of the core services

Service administration A designated consultant to assist with all of the customer's post-
deployment needs

Other extended services Travel allowance and guaranteed compliance service for expense
Travel request management Add-on that makes requesting travel and submitting travel-related 

expenses easier with a pre-purchase request and approval process
Connectors and web services Web infrastructure-related offerings that integrate the company 

products to existing systems
Expense pay-related add-ons Add-ons that simplify vendor payment and expense reimburse-

ment with an automated system
Customer-supporting add-on services Business intelligence (BI) insights Add-on that offers actionable insights into the travel, expense, and 

invoice data through data integration, dashboards, budget track-
ing, flexible reporting, schedule reports, and alerts

Employee notification Proactive risk messaging to employees for travel and expense, 
active monitoring for travel and expense

Drive Automatically capture and document mileage, enforce policy com-
pliance, and get visibility into the organization’s spend

Expense automation Automatically create expense line items from photos of receipts 
with expense for data visualization

Invoice management-related add-ons Add-ons that digitize paper invoices and speed up the accounts 
payable process

Travel and expense related add-ons Add-ons that help customers connect trips and itineraries across 
multiple channels to provide travel managers with visibility to 
control spending

Trip management app An app to manage the trips' itineraries across multiple channels
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effect from Part A of Study 2 by gathering evidence from 
a diverse sample of customer firms across a wide array of 
SaaS categories and customer industries.

Setting and data collection

We developed a custom-configured survey to assess service 
provider evaluations and decision-making criteria for subscrip-
tion services. The key informants are managers in customer 
firms who procure B2B SaaS for their organizations, whom 
we recruited online through Prolific (https://​proli​fic.​ac/). The 
organizations included for-profit businesses, nonprofit busi-
nesses, and government agencies (local, state, and federal) in 
the United States. An initial screening step asked respondents 
if they were involved in or knowledgeable about (i.e., as a user 
or purchase manager) the service agreements of a SaaS to 
which their firm subscribed. Each respondent was compen-
sated for completing the survey. In total, 297 managers com-
pleted the survey. Their mean age was 37.6 years, and 42.8% 
were women. On average, respondents had been working at 
their current company for 7.4 years, and 41.4% were in mid-
dle management positions, 39.4% in lower management, and 
19.2% in upper management or executive-level positions. They 
used the SaaS (47.2%), were directly involved in its purchase 
(20.5%), or both (32.3%), emphasizing their key informant 
status. The SaaS service categories represented in our sample 
include data management (e.g., CRM software, data storage, 
cloud computing; 39.4%), communication (e.g., broadband, 
telecom; 14.8%), financial (e.g., online banking, payroll solu-
tions; 12.8%), healthcare (e.g., insurance; 12.8%), productivity 
(e.g., project management; 7.7%), and employee management 
(e.g., human resource management; 5.4%) services. Finally, the 
sample represents a wide range of industries; the top three are 
professional, scientific, and technical services (North Ameri-
can Industry Classification System [NAICS] code 54; 16.5%); 
healthcare and social assistance (NAICS code 62; 11.1%); and 
educational services (NAICS code 61; 10.8%).

In the survey, we asked respondents to reflect on a B2B 
SaaS agreement of which they were a part. To ensure vari-
ance in the dependent variable, we randomly assigned the 
respondents to one of three retention categories, by asking 
them to think about a B2B SaaS that their company (1) was 
currently using and likely to continue using in the future, 
(2) was currently using but unlikely to continue using in the 
future, or (3) had used in the past and was no longer using. 
The respondents then provided more detailed information 
about the focal SaaS, indicating the service category, how 
long they had been using it, the number of add-on services 
included in the initial service agreement, and whether their 
firm was in the onboarding stage for this subscription. In 
addition, they evaluated the likelihood that their firm would 
retain the service, its perceived complexity, and perceived 
switching costs. Finally, respondents provided information 

about the relationship with the service provider, their com-
pany, and themselves.

Variable operationalization

To capture add-on bundling, respondents indicated the 
number of additional services included in the initial SaaS 
subscription, paralleling our field study measure. To meas-
ure retention (dependent variable), we asked respondents 
to estimate their company’s likelihood of terminating the 
service agreement on a slider scale, ranging from 0 to 100%, 
and reversed the scale. Next, we employed established multi-
item scales to measure perceived complexity (Kahn & Wan-
sink, 2004) and, for control purposes, perceived switching 
costs (Nagengast et al., 2014). We formulated four items 
to capture whether the customer is in its onboarding stage 
with the focal service. All items used seven-point Likert-
type scales. As control variables, we included the number 
of other service contracts with the focal service provider 
and dummy variables for the SaaS category (7 categories), 
number of employees (5 categories), and revenues (3 catego-
ries). All measures appear in Table 6; descriptive statistics 
and correlations are in Table 7.

With a confirmatory factor analysis in AMOS, we evalu-
ated the psychometric properties of the three multi-item con-
structs. The fit indices are acceptable (χ2

(32) = 96.78, p < .01; 
comparative fit index = .97; incremental fit index = .97; root 
mean square error of approximation = .08). The scales also 
show convergent validity, according to the factor loadings 
(≥ .78), Cronbach’s alphas (≥ .87), and average variances 
extracted (AVEs) (≥ .71). In support of discriminant valid-
ity, the square root of the AVE for each construct exceeds 
all construct correlations. We averaged the three multi-item 
scales in our subsequent analyses.

Results

Using a mediation analysis in the PROCESS macro (Model 
4: 5,000 bootstrapped samples; Hayes, 2018), we tested for 
mediation by perceived complexity in the onboarding stage, 
so we limited the analysis to customers in the onboarding 
stage of the focal SaaS adoption. To reflect our dual-stage 
conceptualization (i.e., onboarding and post-onboarding) 
and our modeling approach from Parts A and C of Study 
2, we employed a median split (sample median = 2.00) to 
assign respondents to stages. Median splits that dichotomize 
a continuous variable represent a popular approach for both 
theoretical and interpretive reasons (Iacobucci et al., 2015; 
MacCallum et al., 2002). To yield robust and valid results, 
the focal variable subject to the median split (onboarding 
stage) and the independent variable (number of add-on ser-
vices) should be uncorrelated, as is the case for our sam-
ple (r = .07, p = .249; Iacobucci et al., 2015). In addition to 

https://prolific.ac/
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perceived complexity, we included switching costs, to test if 
this mechanism might drive any retention effects. As recom-
mended by Cho and Abe (2013), we use one-tailed testing 
for our directional hypothesis and 90% confidence intervals 
(CI90%) to test the indirect effect, so the resulting upper and 
lower bounds specify a 95% one-sided CI (Garnefeld et al., 
2018).

As the results in Panel A of Table  10 reveal, in the 
onboarding stage, more add-on services in the service 
bundle are related to higher perceptions of complexity 
(b = .172, p < .01), which negatively correlate with reten-
tion (b = –4.857, p < .05). In support of H2, selling more 
add-on services features a negative relationship with 
retention, mediated by customer-perceived complexity 
(bIndComplexity = –.837, CI90% [–1.690, –.065]). The number 
of add-ons does not relate with perceived switching costs 
(b = .059, p > .10), though switching costs correlate posi-
tively with retention (b = 9.942, p < .01). The indirect rela-
tion between the number of add-on services and retention 
mediated through perceived switching costs is not significant 
(bIndSwitchingCosts = .585, CI90% [–.315, 1.865]).

Next, we reran the analysis with the customers in our 
sample who had entered the post-onboarding stage of the 
focal SaaS adoption. In the post-onboarding stage (Table 10, 
Panel B), the more add-on services customers procured, the 
higher their perceptions of complexity (b = .124, p < .05), yet 
by the post-onboarding stage, those perceptions no longer 
relate with customers’ retention decisions (b = –1.075, 
p > .10). Thus, bundling more add-on services does not cor-
relate with retention through perceived complexity in the 
later stage (bIndComplexity = –.134, CI90% [–.828, .502]). In con-
trast, more add-on services are positively correlated with 
customers’ perceived switching costs (b = .249, p < .01), 
which relate with higher retention likelihood (b = 12.690, 
p < .01). In line with popular views of add-on bundling, we 
thus identify a positive, indirect relationship between the 
number of add-on services and retention, mediated by per-
ceived switching costs (bIndSwitchingCosts = 3.164, CI90% [1.418, 
5.492]), for customers in the post-onboarding stage. In sum-
mary, the retention-impeding role of perceived complexity 
prevails in the onboarding stage; the retention-enhancing 
role of perceived switching costs comes to the fore in the 
post-onboarding stage, after customers have gained experi-
ence with using the services.

Discussion

Bundling add-on services along with a B2B SaaS core ser-
vice is an attractive option for many B2B service providers 
because of its profit-enhancing potential (MacArthur, 2018). 
Despite the prevalence of add-on bundling and evidence of 
its effectiveness in driving relationship performance, we 

note a potential concern, due to the lack of consideration 
of the intersection of add-on bundling and the critical, early 
customer onboarding relational stage. In offering a more 
nuanced perspective on the common practice of maximiz-
ing add-on sales during customer acquisition, we highlight 
some critical tensions between add-on bundling and suc-
cessful customer retention. Specifically, with a multimethod 
approach, we identify detrimental effects of add-on bundling 
for customer retention in the onboarding stage, an underlying 
mechanism (perceived complexity), a relevant managerial 
lever (communication channel richness) that can enhance 
or mitigate the effect, and variations in effects for different 
types of add-on services. As we further clarify, the often-
cited positive retention effect of add-on bundling does not 
materialize until the post-onboarding stage. These findings 
illustrate the importance of dynamically decomposing the 
effects of add-on bundling across service adoption stages to 
avoid overhasty evaluations of add-on bundling as a silver 
bullet to drive relationship performance.

Implications for marketing theory and practice

To our knowledge, this research represents the first empiri-
cal effort to decompose the effects of add-on bundling on 
individual customer retention by focusing on its immediate 
impact on customer onboarding. Although a hot topic among 
marketing practitioners, especially in SaaS contexts, extant 
marketing research has been almost silent about customer 
onboarding. This surprising gap has prompted several calls 
to make customer onboarding a research priority (e.g., (e.g., 
Samaha et al., 2019; Voorhees et al., 2017) and account for 
its role as a crucial relational stage that acts like a gate-
keeper for long-term customer relationships. Understanding 
the performance ramifications of add-on bundling, which 
has particular relevance in the booming B2B SaaS industry, 
is critical for both relationship managers and researchers.

The novel insights we offer are informed by our dynamic 
perspective on bundling effects. To evaluate sales perfor-
mance, practitioners tend to focus only on cumulative churn 
rates, and accordingly, many studies investigate the impact 
of selling services on temporally aggregated, firm-level 
customer retention (e.g., Nezami et al., 2018; Steiner et al., 
2016). Moving beyond this perspective, our empirical analy-
ses reveal the heterogeneous impacts of add-on bundling on 
retention in early versus later customer relationship stages: 
Selling more add-on services hurts customer retention in 
the onboarding stage but benefits it in the post-onboarding 
stage. These findings challenge widely accepted assump-
tions and the common practice of incentivizing salespeople 
to sell as much as possible in bundles when acquiring cus-
tomers. Because bundling numerous add-ons with the core 
service ignites complexity perceptions, it can threaten fresh, 
still unsolidified customer relationships. The complexities 
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involved in implementing multi-component SaaS services 
also resonate with recommendations to assign dedicated cus-
tomer success managers to help customers navigate service 
adoption (Atkins, 2016; Hilton et al., 2020).

Drilling deeper into the negative effect of selling more 
add-ons as it relates to customer acquisition, we also note 
potentially heterogeneous effects of different add-on types. 
By distinguishing product-supporting versus customer-
supporting add-ons (e.g., Eggert et  al., 2014; Mathieu, 
2001), we clarify that more product-supporting add-ons 
detrimentally affect onboarding-stage retention, but more 
customer-supporting add-ons do not significantly affect it. 
The negative retention effect thus appears driven mainly by 
the number of product-supporting add-on services, whereas 
customer-supporting add-ons that enhance the scope of the 
core service through additional functionalities are less detri-
mental. These findings of heterogeneous effects of different 
add-on types resonate with and extend insights put forth by 
Eggert et al. (2014). That is, we offer additional support for 
the notion that customer-supporting add-ons, which support 
additional gains from using the service, might represent a 
source of competitive advantage. Because these add-ons and 
the complexities involved in learning how to use them do not 
reduce onboarding-stage retention, they can unfold their full 
potential over time, as the customer becomes familiar with 
their usage (Eggert et al., 2014). Furthermore, we provide 
new insights into the role of product-supporting add-ons, in 
that we question their ability to drive revenues and profits 
(Eggert et al., 2014). Selling more of them to customers 
even might impair onboarding-stage retention. For differ-
ent, complementary reasons, service providers thus might 
emphasize customer-supporting add-ons when developing 
additional service components.

This study also identifies the mechanisms that drive the 
customer-level consequences of add-on bundling across 
service adoption stages. Even in research that suggests that 
switching costs and perceived offering value drive service 
sales outcomes (e.g., Nayyar, 1992; Nezami et al., 2018; 
Wuyts et al., 2009), it is not clear whether or how these 
mechanisms manifest when bundling add-ons with the core 
SaaS offering to acquire new customers. With our cross-
service category and cross-industry manager survey (Study 
3), we establish that the retention-impeding role of perceived 
complexity prevails in the onboarding stage, and the reten-
tion-enhancing effect of perceived switching costs does not 
emerge until customers reach the post-onboarding stage.

Finally, we offer managerially actionable insights into 
how the service provider’s communication with customers 
can influence the effects of add-on bundling in the onboard-
ing stage. Service providers should account for the service 
adoption stage when implementing end-user communication 
strategies and make sure they offer richer (versus leaner) 

onboarding communication. Substituting telesupport with 
more cost-efficient live chat support functionalities instead 
can aggravate the negative impact of add-on bundling during 
the onboarding stage.

Limitations and further research

Some limitations of our studies could spur further research. 
First, similar to Berkmann et al. (2023) and Shi et al. (2024), 
the insights from Studies 1a and 2 come from a single SaaS 
firm that sells travel, expense, and invoice management soft-
ware. Although we find support for the effects across a wide 
range of SaaS categories, customer firms, and industries in 
Studies 1b and 3, it would be worthwhile to confirm the eco-
logical validity of our proposed effects using field data from 
other SaaS categories and providers. Because our study con-
text may not represent the entire B2B SaaS industry, future 
research can identify and confirm the boundary conditions 
of our phenomenon. Second, a promising research avenue 
would be to explore and combine salespeople’s with cus-
tomer success managers’ perspectives on add-on bundling. 
These key informants might suggest alternative strategies for 
reducing perceived complexity during the onboarding stage, 
effective selling processes for delivering long-term value to 
the customer, tactics for mitigating intermittent churn, or 
mechanisms for ensuring enduring value in SaaS settings. 
Analyzing the contingency effects of different customer suc-
cess management approaches would be a particularly worth-
while undertaking. Third, while we establish add-on bun-
dling as an important determinant of onboarding success, 
we encourage additional research on B2B SaaS onboarding 
to holistically understand its drivers, barriers, and processes. 
Fourth, as is the case for any empirical study relying on 
archival data, it is impossible to address all potential endo-
geneity issues. To the extent possible, we urge researchers to 
validate our results by accounting for other strategic factors.
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