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© Spotify:

@® Price Sensitivity ® Feature Preferences ® Competitive Dynmaics @® User Retention

@® Strategies to Retain Users, particularly Young Adults (12-34) @® Turning Point for User Churn

@® Qualitative Interviews ® S8interviews @® Exploring User Motivations, Preferences, and Switching Behaviors
@® Quantitative Survey @® Targeting Users Aged 12 -34 ® Quantifying Preferences, Satisfaction, and Price Sensitivity




e Spotify:

Qualitative Interviews
Key Findings

Insights for Spotify

o Differentiate with Key Strengths: Leverage
strengths in personalization, podcasts, and
social sharing to stand out

e Enhance User Experience: Address user pain
points (playlist tools, intrusive notifications)

e Refine Pricing Strategies: Maintain
competitive, flexible pricing to reduce churn

Strengths

Weaknesses

Price -
Sensitivity

SPOTIFY

High Loyalty and Integration:

Premium subscribers for 6-10

years, using Spotify for daily

activities like commuting and
studying.

Key Features: Curated playlists,
offline listening, integration of
music, podcasts, and
audiobooks, with "Spotify
Wrapped"

Better playlist creation tools
Reducing intrusive notifications
Enhancing social connectivity
features

Users tolerate minor price
increases but may explore
alternatives if hikes are frequent
or significant.

Family and student plans are
crucial for retaining cost-
sensitive groups.

APPLE MUSIC

Familiarity with Platform:
long-term users benefit from
integration into Apple’s
ecosystem.

Family-Paid Plans

Key Features: Radio/infinity
mode, lyrics search, and high app
quality with consistent updates.

Lack of integrated podcasts
Limited social sharing and
collaborative playlists.

Many were on family paid plans
resulting in less price-sensitivity
but may consider switching if
prices rise significantly.



Survey: Data
Collection and Samling N

@® Online Survey ® Qualtrics ® Convenience Sampling @® Snowball Sampling

® Spotify Users ® Agedi2-34 @® costand speed effective @® limited generalizability



Key FINdiNgs

Survey Responses

Active Spotify Users

Family Plan

Individual Premium Plan

Student Plan

Other Plan
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Other
9.8%

Commuting
26.5%

Relaxing
15.7%

Primary
Usage

Studying/Working
235%

Exercising
245%




. . e Spotify
Key F I n d I n g S N User Preferences for Improvements that Drive Retention

Lower Price
Importance of Features (multiple choice ranking)

More Exclusive Content

Offline Listening

Fewer Pop-up "ads"

Content Library

Personalized Playlists Playlist Management

Price Better Podcast Integration

Audio Quality

Personalization and Suggestions

@) 10 20 30 40 50 60 70

Greater Content Diversity

Satisfaction with Features (likert 1-5)

Enhanced Social Sharing

Offline Listening

Improved User Interface and Design

Personalized Playlists
Higher Audio Quality

Price

More Live Stream Events I
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Key Findings S\

70 Y WERENOT AWARE OF
O PRICE INCREASES

780/ HAVE NOT CONSIDERED o O
O SWITCHING TO ACOMPETITOR s EX s

Social Sharing

Percieved Performance Compared to Competitors,
Rated as “Better” and “Much Better”

Cancellation Likelihood by Price Increase to show Price Sensitivity

30

0.00 10.00 20.00 30.00 40.00 50.00 60.00

Poor User Experience

27%

Other

Exclusive Content
27%

Reasons for Switching:

EXCLUSIVE CONTENT

RECOMMENDATIONS FROM
FRIENDS AND FAMILY

Missing Features
135%

Reason for
Switching

Price
0-199 2-3.99 4-6.99 7-9.99 Not Cancel 2o

Recommendations Friends and Family
216%

C @ O @ GEI 5 © & Q P ©



HYyPOthESIS
D

@® H1: Price increases significantly affect users' willingness to continue using Spotify.

Results\ €7+

H1: Confirmed
e Significant correlation (r = 0.535, p < 0.001)
e Price increases strongly correlate with cancelling intention
e Spotify should carefully manage price adjustments, especially
for price-sensitive users like students. Do not increase price

more than €7 with a period of 1 year

Quick Stats v

60 %

Price Sensitive

Price increase of more than 7€ comparing
to their current plan

95 %

likely or extremely likely
to stay with Spotify

30 %

Awareness of
Price Increases



HyPOothesIS «
Ry

@® H2: Young adults (aged 12—24) are significantly more price-sensitive than older demographics.

@® H3: Subscription type influences price sensitivity among young adults.

Results N

H2: Rejected H3: Rejected
e Independent samples t-test (p = 0.959) e One-way ANOVA (p = 0.878)
e No significant difference in price sensitivity e Subscription type (e.g., student, family,
between younger adults (12-24) and older individual plans) did not significantly influence

adults (25-34) price sensitivity



I—l y p Ot h eS i S N Length of Spotify Usage

6-8 Years 40

@® H4: Subscription length impacts price sensitivity.

: . - : - : 3-5 Years 33
@ H5: Price sensitivity positively influences switching intentions.

<2 Years 4 2

Results\ -

H4: Confirmed H5: Confirmed (with marginal significance)
e One-way ANOVA (p = 0.002) e Binary logistic regression (Odds Ratio = 2.531,
e Long-term subscribers (8+ years) are more p = 0.069): High price sensitivity increases the
price-sensitive than newer users likelihood of switching
e Targeted loyalty rewards could mitigate e Managing price sensitivity can reduce churn risk

sensitivity among long-term users



HyPOthesIS

Lower Price
More Exclusive Content

Fewer Pop-up "ads"

Personalization and Suggestions
Greater Content Diversity
Enhanced Social Sharing

Improved User Interface and Design

Higher Audio Quality

Reslts \

HG6: Partially Confirmed

H6: Satisfaction with features significantly impacts PRI IETEGEmSL |
USGI’S’ deCiSionS to Stay Better Podcast Integration

e Spotify:

16
14
31

30
23
l
18
36

10 20 30 40

e Overall model (Multiple Linear Regression) was marginally significant (p = 0.053)
e Price-service ratio had a significant positive effect (p = 0.017, coefficient = 0.222)
 The price-service balance is a stronger driver of loyalty than feature-specific

satisfaction

50

User Preferences for Improvements that Drive Retention
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Recommenaations .

e Address Price Sensitivity
o Flexible pricing (discounts for loyal users and students).
o Test gradual price increases.
o Transparent pricing builds trust.

e Strengthen Core Features
o Emphasize offline listening and personalized playlists in marketing.
o |mprove social sharing and playlist management features.

e Strengthen Loyalty Among Long-Term Subscribers
o Introduce loyalty programs (rewards, exclusive content).
o QOffer anniversary perks and personalized premium experiences.

e Stand Outin a Competitive Market
o Invest in exclusive content (podcasts, artist collaborations).
o Emphasize superior user experience and feature variety.
o Address pricing concerns.




Conclusions «
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H2: Correlation Analysis
e likelihood of cancel if Spotify increased its price
e importance of price in decision to maintain a

spotify subscription

Correlations

Likekhood _can
cellation_price importance pr
increase I8 _oi_S1aying
Likelihood_cancellation_pr  Pearson Correlation 1 535
ICeincraase m_ (2-tailed) <.001
M 102 102
Importance_price_on_stay  Pearson Correlation 535" 1
" Sig. (2-tailed) <.001
) 102 102

~ *+_ Correlation is significant at the 0.01 level (2-tailed).



H2: independent samples t-test:

e dep variables: price increase cancel (amount of
money)

e indep variable: age - recoded into Young (12-24) Group Statistics
and older (25-34)

age_ groups [ Mean Std. Deviation
Priceincrease_cancellabon 12-24 o8

20-34 44

Std. Errar Mean
3 31 1404 184
340 1472 EEEI
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Independent Samples Effect Sizes

15 8% Conhidence interval

Standardizer®  Paint Estimate Lowwer Upper
Priceincrease_cancellation Cohen's d 1434 10 - 381 402
Hedges' comection 1,445 10 - 378 349
Glass's delta 1472 010 - 382 402

a. The denominator used in estimating the gffect sizes
Cahen's d uses the pooled standard dewation

Hedges' correchon uses the poaled standard deviabon, plus a correction factor
Glass's delta uses the sample standard dewiation of the caontrol (1. _ the secaond) group



e H3: One- way ANOVA
e dep variables: price increase cancel (amount of money)
e indep variable subscription type

Onesway

Descriptives
Fremincreane_cancelahon
BYSs Comidance Infereal far Mean
(EPET4 oo Cesaabian Std Bt Limwer Biound Lipper Baumd T ee Tl TR s T
indred ual Presmeum 17 a4 | 437 345 450 387 i L
Family Pan 5B 344 | A6 188 3.0 imd 1 L=
Sdudent Plan 14 il JBET 267 o 46 350 1 -
Dua Pian 2 400 000 i) 400 40 4 4
For LIS Lsars. Basic J 4 00 | A%l i DO0 AT 16T 3 g
imdnacLial Plan
Fres (ad-supported) L] 4 0l 4 g H55 Bl 2 1 L
| Do Mot Know | 3,33 | 528 AE2 - 48 713 2 g
Total 102 3,30 | 427 141 102 358 1 ]
ANOVA
Priceincrease_cancellation
Sum of
Squares df Mean Square F Sig
Between Graups 5 045 A 841 J98 878
Within Groups 200,533 a5 2111
Tatal 205578 101
ANOVA Effect Sizes™"
85% Confidence Interval
Faint Estimate Lower Upper

Priceincrease_cancellation  Eta-sguared 025 0oa 041

Epsilon-squared - 037 - 063 -,019

Omega-squared Fixed-effect -,037 - 063 -019

Omega-squared Random- -,008 -010 -,003

effect

a. Eta-squared and Epsilon-squared are estimated based on the fixed-effect madel.

b. Negative but less biased estimates are retained, not rounded to zero.



e H4: One-way ANOVA

e dep variables: price increase cancel (amount of money)

e indep variable: length of subscription (recorded because of too
less responses on first groups, new groups; less than a year, 1-

5 (instead of 2-3 and 4-5), 5-7, 8+

Oneway

*. The mgsn dflerence |5 Sagmiicant ot the 005 kevel

Descriptives
Pricemcreass_cancellabon
25% Conhdence Infersal far Mean
M Wean Std Desigtion  Std, Ervar Lt B o Lipper Bound Minimum  Masirmum
less than a year 2 200 000 oo 200 2,00 2 s
1-5 years n 2,78 1,008 ) 242 34 1 4
5T years 40 3 15 1,335 211 2 N2 3 G 1 &
B+ ymars | i 07 1878 nrT 342 4 72 1 B
Tatal 102 330 1427 S o ase 1 §
ANOVA
Priceincreass_cancellaton
Sum of
Squarss ot h=an Square F Gi
Between Groups 28753 3 | 9584 532
Vithin Groups 176 626 e 1604
Tatal J06 618 11
ANOVA Effect Sizes™”
35% Conhdence Iners
Pont Esbmate LT Ipip=r
Prcemcrease_cancellabon  Eta-sguared 140 023 Jad
Epslan-squared 114 - 0a FH
Dimig ga-squarad Freed-offact 113 il 72
Dnega-squared Randam- 041 - 0oz Qed
effect
@ Eta-squared and Epslon-squared are estimated based on the feed-effect model
Fost Hoc Teats
Multiple Comparisons
Dependent Variable:  Priceincrease_cancallaban
Tulusy HSD
M an 5% Cormhdence Inleres
{l} Lage length broad i1J) Usags lsngih broad Difference (J) S 3 Sig Lanwer Haund Ipper Bound
less than a year 16 years TE1 ara B55 -3, 34 1,78
5-T years -1.250 873 575 3,78 1,28
B Wears =2 0N p: ) AER -d B &0
1-5 years less than o year Tl AT BS55 -1,78 1.3
-1 yEars = A58 a8 =1,31) £l
g+ years -1 ;i!:l et oo -1 4 38
&-T years less than & yea 1.260 B T ST -1,28 .78
1-5 years a8 418 A58 | 130
8+ years -8 A 05 -1,69 i
H+ years |e=ss than & year 20M 53 158 = 5l 4 64
1-E years 1,290" 348 oo e 220
5-T years i =i [ 4 1,68



e Hb5: cross tabs+chi square and binary logistic regression

e dep variables: switching intentions (considered switching yes

or NO)

e indep variable: price sensitivity (likelihood to cancel if price
increased, recoded into high (likert 4,5) and low (likert 1,2,3)

Crosstabs

Case Processing Summary

Wahd
h FPercent

e
IS ES

Mis=ing

latal

FPercent

Considered_switching_dum
rr‘k. L]
price_sensitivity_grouped

102 94 4%

[ ]
_rn
@ |5
# J

108

100, 0%

Considered_switching_dummy * price_sensitivity_grouped Crosstabulation

1% A T™

Lt

qr

Lonsidered _swatchang_dum
Iy

Tatal

idid not conssder switchang

conSdersd switcheng

Count

%% wathin
Cansiderad_switching_dum
oy

% wathin
price_ssnsibvity growupéed
Lok

% waithin
Congidered_switcheng_dum
oy

B within

price_sensitvity grouped
Count

%% valun

Congidersd  swalcheng dum
L )

% vaithin
price_sensibvdy_grouped

18.2%

75.5%

100, 0%

Odds ration interpretation: one unit increase of price senitivty means odds of high

switching likelihood increases by 2.5

18

20,.3%

B 0%

39 1%

36 0%

24 5%

100 0%

=

100 0%

TT5%

100 0%

25%

102

100 0%

100 0%

Chi-Square Tests
Asyrptatic
Significance (2- Exact Sig. (2- Exact Sig. (1-
Value dl ided) slded) cided)
‘sarson Che-Squarea 34317 1 e
~ondinuity Correction® 2 486 ! 15
Jkelinood Rabo 3,20 1 074
‘isher's Exact Test 086 061
Jnear-by-Linear Association 3,397 1 065
J of Valid Cases 102
Omnibus Tests of Model Coefficients
Chi-square df Sig
Step 1 Step 3,201 | 074
Block 4,201 | 074
Model 3,201 | 074
Model Summary
Cox & Snall B Magelkerke R
step -2 Log kelihood Square Square
| 105 g88® 31 047
a. Estimation terminated at iteration number 4 because
parameter estimates changed by less than 001,
Classification Table®
Pradicted
1SiEred 10 DL
[]] an COng d 0 =
(0 11} gAc i
Step 1 LConsigersd_swachngd dum  did nal consider swiching i a 100 0
e considered switching z a

Dweral F*r'-"-'ﬂ:l-;*

& The cul value is 500

‘Variables in the Equation
i E TR
ara 511
2433 123

¥
=i e Sendiinaly _grouped

Constant 1 320

A Varaiee(s ) entered o0 Sép 1 price_SensEnty groupsd

L i}

253

[REL]



o H5: multiple linear regression
e dep variable: likelihood continuing using Spotify next year
¢ indep variable: satisfaction scores with different features

Model Summary

Adjusted R Std. Error of
Model R R Square Square the Estimate
1 .392¢ 153 I ,DT?l b671

a. Predictors: (Constant), satisfaction_PriceRatlo,
satisfaction_PersonalizedPlaylists,
satisfaction_OfflineListening,

satisfaction SocialShari

satisfaction_PersonalizedRecommendations,

satisfaction_SpotifyWrapped, satisfaction_Userinterface

Features, satisfaction Podcasts,

ANOVA®
Sum of
Madel Squares df Mean Square F Sig.
1 Regression 7.261 B .308 2.017 053"
Residual 40.055 3o -450
Total 47.316 a7

a. Dependent Variable: Likelihood staying with_Spotify

b. Predictors: {(Constant), satisfaction_PriceRatio, satisfaction_PersonalizedPlaylists,
satisfaction_OfflneListening, satisfaction_SocialharingFeatures,
satisfaction_Podcasts, 53t|5hcuﬂn?PermnallzedHe-:mﬂmendmﬂm,
satisfaction_SpotiffWrapped, satisfacton_Userinterface

Coefficients”
Starglardired
Urntandardized Coefhicients Cosffache-nts
Wiod el B S Erroe Beta r Sig.
1 {Constang) 4. 548 EOG B.537 « 001
saknfacbon_Spothddrapp =177 ] | =.a14 =1.%67 052
il
satifaction_Personalized 04 A07 A0% BTE 15
Playlings
sacifacton_Perionalized A48 e e 46 1.361 AFE
IR or i i e G R RCeTi 6
satisfacbon_Offline Liste ran 07 Ao R D74 Ja4]
L' |
sarisfacton Podoasts - Ddd .bFa - G0 -. 500 BET
sacifacoom Usesinoerface B27 087 L ER 278 .TE3
sakisfaction_SoclalSharimgF = 1R ks =311 =1 ,B0R Wil ]
Fahret
sakrsfacton Price®atio e a1 261 2432 017
e——

4. Dependent Varahle: Likebhood _staying_with_Spoaify




Research Questions and Possible Answers
e At What Point Do Users Decide to Leave Spotify?
o Findings and Possible Answers:
Key Insight: Price sensitivity is a critical factor influencing users’ likelihood of cancellation.
Data-Driven Answer:
A strong correlation (r = 0.535, p < 0.001) was found between the importance of price and the likelihood of canceling subscriptions.
Users indicated they would cancel their subscriptions if the price increases exceeded €7, highlighting a clear tipping point for price-driven churn.
o Conclusion: Spotify must tread carefully with price increases, particularly for cost-sensitive segments like students and young professionals.
e How Price-Sensitive Are Young Adults?
o Findings and Possible Answers:
= Key Insight: Price sensitivity is relatively consistent across younger demographics (aged 12-34) and subscription types.
= Data-Driven Answer:
= Hypotheses testing revealed no significant differences in price sensitivity between younger age groups (p = 0.959) or across subscription types (p = 0.878).
= | ong-term users, however, exhibited greater price sensitivity (ANOVA p = 0.002).
o Conclusion: Price sensitivity is a general characteristic among Spotify users, with long-term users particularly vulnerable to price changes.
e \What Factors Play a Part in Their Decision to Stay with or Leave Spotify?
o Findings and Possible Answers:
= Key Insight: Price-service balance and feature satisfaction influence retention.
= Data-Driven Answer:
= Price-service ratio emerged as the only significant factor driving user loyalty (p = 0.017).
m  Satisfaction with specific features, like Spotify Wrapped and social sharing, showed marginal influence but was not statistically significant overall.
Long-term users are more sensitive to price changes, which aligns with their higher loyalty but also higher switching costs.
Conclusion: Users prioritize the perceived value of Spotify relative to its cost over individual feature satisfaction.
What Factors Drive Retention and Loyalty?
Findings and Possible Answers:
Key Insight: Offline listening, personalized playlists, and pricing transparency play critical roles.
Data-Driven Answer:
Features like offline listening and personalized playlists were highly valued, receiving the highest satisfaction scores.
Users emphasized the importance of pricing transparency and flexibility in maintaining their loyalty.
Competitive offerings like Apple Music and YouTube Music pose threats due to exclusive content and competitive pricing, even though switching intentions are generally low.
Conclusion: Spotify should continue emphasizing its core strengths while addressing dissatisfaction in features like social sharing and playlist management.



Research Questions, Answers, and Recommendations

1. At What Point Do Users Decide to Leave Spotify?

Findings and Conclusions:

Users are more likely to consider leaving when price increases surpass €7. This is supported by a strong correlation between price sensitivity and cancellation likelihood (r = 0.535, p < 0.001).
While minor increases are tolerated, significant hikes risk pushing users toward free alternatives or competitors.

Recommendations:

Introduce gradual, targeted price adjustments to reduce churn risk.

Offer tiered pricing plans or added value (e.g., bundled features) to justify price increases for sensitive segments like students and early-career professionals.

Monitor price perceptions through regular surveys to understand the evolving tolerance threshold for increases.

2. How Price-Sensitive Are Young Adults?

Findings and Conclusions:

Price sensitivity does not significantly vary across younger age groups (12-34) or subscription types (e.g., family, student plans), as indicated by p-values of 0.959 and 0.878, respectively.
Long-term users, however, demonstrate significantly higher price sensitivity (ANOVA p = 0.002). This group’s loyalty makes them valuable, but their heightened awareness of pricing increases the
churn risk.

Recommendations:

Provide loyalty rewards, discounts, or exclusive offers for long-term subscribers to balance their heightened price sensitivity.

Tailor pricing strategies to focus on the longevity of customer relationships rather than demographic differences.

Develop messaging that emphasizes the value of Spotify’s offerings beyond cost.

3. What Factors Play a Part in Their Decision to Stay with or Leave Spotify?

Findings and Conclusions:

The price-service ratio is the most significant factor influencing user loyalty (p = 0.017).

Satisfaction with features such as Spotify Wrapped and social sharing showed marginal significance but did not strongly affect loyalty overall.

Users emphasized core strengths like offline listening and personalized playlists as critical for retention, while dissatisfaction with social sharing features and playlist tools were cited as areas for
improvement.

Recommendations:

Maintain and highlight core features like offline listening and personalized playlists in marketing efforts.

Enhance underperforming features, such as social sharing and playlist management, to address user concerns.

Ensure pricing transparency to foster trust and align perceived value with cost.

4. What Factors Drive Retention and Loyalty?

Findings and Conclusions:

Strong loyalty among long-term users stems from core features and ease of use but is tempered by price sensitivity.

Switching intentions are generally low (78% of respondents have not considered switching), but competitors like Apple Music and YouTube Music pose risks due to exclusive content and
competitive pricing.

Recommendations:

Leverage loyalty programs to further engage long-term users by offering milestone rewards, exclusive content, or premium features.

Emphasize personalization, convenience, and feature variety in competitive positioning.

Address pricing concerns by comparing Spotify’s unique strengths against competitors in user communication.

Overall Recommendation:

Spotify should adopt a holistic approach that balances strategic pricing, feature refinement, and loyalty-driven initiatives. By aligning these with user preferences and sensitivities, Spotify can sustain
its leadership position in the competitive music streaming industry.



