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OVERVIEW

mcustomer
direct

The subscription context

The “Subscription Economy” is growing and extending well
beyond media and entertainment. The Recurring Revenue
Model (RRM) is now an accepted part of a range of both
Consumer and B2B markets. Yet that brings challenges for
publishers as well as opportunities, as end-user expectations
as to how the RRM actually works are both changing and
rising.

Looking specifically at publishing market trends, there are a
number of key factors which set the whole subscription
context:

e  Publisher business models are both changing and coming
under more pressure. The industry is operating under severe
financial constraints.

e Consumer magazine subscriptions are growing their
share steadily. Yet the magazine subscription is changing as
consumers want different things from it.

e Theincreasingly digital workplace is shaping both Consumer and B2B sectors. At the same time, the
whole subscriber relationship is becoming more digital, from content delivery through to customer
acquisition and ongoing communications.

e The shift into corporate subscriptions has been the single biggest driver of change for the B2B sector.

e The acquisition journey is becoming longer and more complex — and, therefore, more expensive.

e The shift of emphasis from acquisition into retention is continuing at the same time as publishers
move from “renewal cycles” to a more holistic ongoing “customer relationship management”

approach.

All of these factors are shaping subscription marketing practice, both in terms of what a subscription
department does and how the department is structured.
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The role of subscriptions
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It is clear that subscriptions are approached in very different ways from publisher to publisher. Companies fall

into three core types:

e Subscription Zealots, for whom subscriptions are the primary route to their audiences.
e  Subscription Enthusiasts, where subscriptions are an important route, but not the dominant one.
e Subscription Dabblers, who regard subscriptions as very much secondary to other channels, notably

retail.

Each type has a different approach as to how they run their
subscription operation. Yet despite their differences, all three
types are united by the organisational change that is taking place in
the subscription area.

There are several dynamics at work. The key factors include the
trend in subscriber numbers, which is generally down, albeit with
significant variation from company to company; and with the role
of free growing in importance, especially in sampling and hybrid
distribution. The review of internal company attitudes shows that
subscriptions are widely accepted as an important channel, but
that the understanding of how they actually work in practice has
not filtered through many organisations.

Other key dynamics include:

e The steady shift in focus towards retention activity away
from acquisition.

e Tightening profitability targets as the industry has moved
to shorter breakeven periods.

e Strong and consistent internal company reasons for
committing to the subscription channel. Yet there are also
some barriers — a key and growing one being the “tech
gap” where there is a lack of confidence about the
company’s technical ability to put many of its planned
activities into practice fast enough with the technical
resources currently to hand.

In addition, there is the “Data Protection Time Bomb”, where
several publishers are simply not planning ahead for a more
restricted world in terms of both Data Protection law and also
growing consumer concerns about privacy.

All these factors are shaping the industry as summarised in the grid
on the next page....
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Last year, the PPA commissioned Wessenden
Marketing to look at how consumer attitudes to the
magazine subscription are changing in a market

where the Recurring Revenue Model is becoming
much more widely used. The result was
“Rei magining the

magazines in an Amazorow | d . ”

This year, the perspective has been turned around
360 degrees to assess how the industry is
approaching the subscription challenge in terms of
organisational structures, staffing, budgets and
marketing practices — a subscription version of the
PPA’s annual benchmarking survey, “ P u b | i
Futures. "’

This report, @ { dzo & ONJR LJ( A 2 yildidgdzd d:

subscription marketingousiness is based on:

e A self-completion questionnaire among 48 PPA
publisher members, split between Consumer and
B2B companies. These companies account for
8.8m paid subscriptions and 647,000 free records
across 638 brands.

e Discursive interviews with eight of the survey
respondents.

e Feedback from four of the major subscription
fulfilment bureaux who between them account
for 6.6m paid subscriptions and 196,000 free
records across 569 magazines.

e Comparisons with the PPA’s “ ($scription
Mar k et i mepchrafkiBgdutvey.

e Market data and trends collected and analysed by

Wessenden Marketing.
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The industry in numbers

mcustomer
direct

Key Industry Indicators

Paid subs trend

Subs volumes trending down, but very variable

-10
Net Score: % of companies increasing minus % reducing from market to market.
Subscription department headcount trend +17 65% of companies are holding headcount
Net Score: % of companies increasing minus % reducing steady, but where there s a shift, itis up.
. L. . . Most companies trying to find the right
Subscription department reorganisation 70% structure & skills. Many are tweaking
% of companies seeing current / recent restructures constantly.
Subscription marketing budget size 14% Significantly down on 24% in 2004. Publishers
Budget as % of total subs revenues ° investing less back into subs in the long-term.
— . Trending strongly upwards currently, but (1)
Subscription marketing budget trend +22 raiding money from other channels and (2)
Net Score: % of companies increasing minus % reducing less in real terms than in 2004 (see above).
Acquisition cost trend +26 Acquisition costs continue to rise sharply.
Net Score: % of companies rising minus % falling
A isiti / tenti bal Areal shift into retention compared with the
C.('1|.JISI Ion_ re en IO'_“ alance 69/31 77/23 balance in 2004, but rate of change is
Splitin subscription marketing budget slowing down (see Renewal Budgets below).
Subscription profitability 18 months Alarge reduction from the 24 months in 2004.
Average period at which sub is targeted to break even Publishers are looking for faster payback.
Subscription profitability trend 14 A steady ongoing drive to force faster
Net Score: % of companies lengthening minus % shortening paybacks.
Subscripti ice di ti While 62% of companies have not changed
ubscription price discounting +10 their pricing strategy, thereis still a drift to
Net Score: % of companies discounting more minus % less discounting prices more deeply.
As total subs marketing budgets grow (see
Renewal budget share of total subs budget +9 above), the share taken by retention activity
Net Score: % of companies increasing minus % reducing continues to increase slowly.
Apositiveincreasein rates helped by rising
Renewal rates +14 penetration of DD in Consumer, but also driven
Net Score: % of companies increasing minus % reducing by more renewal efforts (see below).
Renewal efforts +13 The number of efforts continues to riseto a

Net Score: % of companies increasing minus % reducing

standard 5 in Consumer and 8 in B2B.

PPA — Subscription Futures 2016



The subscription organisation
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What unites every type of publisher is the challenge of structuring an organisation which can deliver the
increasing range of activities required in a modern subscription marketing operation.

The first issue is remit: what does a subscription department actually do? This has changed significantly in B2B
with the shift into corporate site licences: many traditional subscription departments have morphed into lead
generation operations. Yet Consumer publishers have changed too as they take on more roles in addition to
the basic areas of acquisition, retention, customer service and operations. Insight and data analysis are now
core functions. In addition, marketing automation, ecommerce, partnerships and membership & loyalty are
coming on-stream. Some departments have also taken on events and creating social media content. On top
of everything, there is also a drive to integrate the retail and subscription channels in a more holistic way.

These pressures all come to a head in five key staffing issues:

e HEADCOUNT: only 38% of publishers feel that they have sufficient staff numbers to run their

departments.

e  STAFF CHURN & NEW TALENT: recruiting and retaining good staff.

e JOB SKILLS: balancing retraining existing staff against hiring in the required new skills.

e  WORKPLACE SKILLS: learning to work in a fast-moving, cooperative, project-driven environment.
e ATTITUDE: dealing with change, “mucking in” and having the patience to learn the basic skills.

The Professional Publishers Association (PPA) represents around 230
companies, ranging from consumer magazine publishers to business-to-
business data and information providers, customer magazine publishers
and smaller independent companies. Our mission is to promote the
industry to our key partners, to protect the industry from legal, regulatory
and commercial threats, to provide insight into how magazines work, to
encourage skills development and to offer a range of networking
opportunities.

CONTACT Nicola Rowe (nicola.rowe@ppa.co.uk) 020 7400 7527

Wessenden Marketing is a leading provider of consultancy, information,
research and training for media companies and for organisations involved in
media supply chains. Consumer marketing and promotions (retail,
subscription and online), lie at the core of the consultancy. Yet Wessenden
Marketing’s projects extend well beyond this into general strategy and re-
engineering. Newsletters, reports and market statistics back up the
consulting operation.

CONTACT: Jim Bilton (info@wessenden.com) 01483 421690
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All these factors then impact on the
department structure, with 70% of
publishers have some recent or current
experience of reorganisation. The key
variable is the balance between vertical
structures (built around brands and
audiences) and horizontal structures
(constructed around processes and
channels). Most organisations are a shifting
mix of the two and are also shaped by the
balance between (1) acquisition and
retention and between (2) print and digital.

Sorting out the subscription organisation is
the practical output of all the changes seen
in the subscription marketplace and is the
single biggest theme in the industry
currently.
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Subscription activities

Another angle on the whole business of subscription marketing is to grade a range of subscription activities
and issues to see what the industry thinks is important and also how proficient it feels it is in different areas.

There are four high-priority areas, all core subscription fundamentals: customer service; low-friction start-up;
low-friction renewal; and faultless delivery of both print and digital products. Customer service is considered
to be the most important area, but it is also one where the general view is that the industry is not as proficient
at it as it should be —a major concern.

There is then a selection of mid-range priority activities before three low priority areas, with each one having
a story behind it as to its low-ranking position: Article Atomisation, Membership Packages and Low-Friction
Cancellation.

Yet there are two other areas where the Proficiency Scores are particularly low and where the industry should
focus more attention:
e Using data to direct more tailored subscription activity.
e Having a more joined-up strategy and user experience which pulls together print + digital in particular
into a seamless whole.

Acquisition

Acquisition activity still dominates publisher subscription marketing, accounting for 69% of budgets and 66% of
departmental time. Yet there have been some massive changes in the whole area of subscription acquisition.

Acquisition costs are rising, due in part to the longer and more complex acquisition journey which involves
multiple contact points in the “warming up” process. This, in turn, has led to the challenge of attribution —
how to allocate the impact of each channel in an objective assessment of return-on-investment in marketing
activity.

Acquisition activity has been spread more thinly across an increasing range of fragmenting sources:
e Social media and SEQ/PPC have the highest publisher usage levels.
e Publishers’ own websites form the fastest growing channel in terms of usage levels.
e Other hot categories include lead generation, telemarketing and live events.

Looking at where publishers allocate the final attributed sale, demonstrates the critical importance of digital
channels with publishers’ own websites accounting for 26% of Consumer and 23% of B2B acquisition volumes.
Yet print is still very important, with off-the-page and insert activity still accounting for 22% of Consumer and
8% of B2B volumes. Several other traditional channels are still holding their own: notably telemarketing, live
events and agents. It is direct mail which has been the biggest dropping source in recent years.

PPA — Subscription Futures 2016 7
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In terms of acquisition techniques, free trials have become the most widely used, while publishers have reined
in premiums, free gifts and heavy price discounting. Most publishers are adding value to their subscription
packages by offering additional products and services — special product offers and newsletters are by far the
most common.

There is still felt to be a great deal more potential growth left in gift subscriptions which account for 24% of
total Consumer subscription volumes.

Retention

While acquisition activity still dominates the amount of time, money and headspace allocated by subscription
departments, renewals are growing in importance, albeit a little more slowly currently than in the past.

Renewal rates are rising strongly. This is being boosted in Consumer by the increasing penetration of direct
debits. Yet there has also been a significant increase in the number of renewal efforts.

In terms of renewal channels, emails have overtaken print letters in the level of usage, with self-service
websites being another growth area. Yet the trusty print letter remains the bedrock of renewal activity.

A much bigger issue is the fact that publishers continue to penalise loyalty through their renewal pricing
strategy, where renewal price step-ups look to be becoming even more aggressive.

Yet behind this detail, there is a more fundamental change taking place. This is the shift from a “renewals” to
a “retention” mentality. This is having a major impact in every area, including what “customer service”
actually means in practical terms.

Making subscribers pay

The mechanics of how and how much subscribers pay for their subscription is no longer a “back-end” admin
issue, but is central to the marketing “front-end”. It is also an area of the subscription business which has seen
some of the most major changes over the last few years.

There appears to be more stability in overall pricing strategy currently, as publishers seem more settled as to
what their models are. Yet where there is a shift, it is towards deeper price discounting. Looking at pricing
flow through the subscription relationship, it is clear that publishers are continuing to penalise loyalty by
stepping up renewal prices above acquisition offers. The analysis of payment method shows the growth of
direct debit at the expense of credit card and the ongoing decline of cheque & cash. Yet it is in payment
frequency where most experimentation is taking place with the big issue being the overall, lifetime-value
impact of rolling, open-ended monthly deductions, which have become the norm in many other sectors. Yet
the biggest question remains whether and how to change the industry’s core business model which is to
penalise loyalty through its pricing strategy.

PPA — Subscription Futures 2016 8
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The digital dimension

“Digital” is a big word which now covers so many different dimensions of the day-to-day activity of every
subscription operation. Go back a few years and for many companies, digital primarily meant content delivery
and digital developments were hot-housed in separate silos in the organisation.

Now, digital has rippled through the whole organisation and is no longer seen as a separate activity, but is
being integrated into every department. However, B2B publishers are generally well in advance of Consumer
in achieving all this.

This digital integration has a range of impacts across....
e The staff skills & experience required.
e How the organisation is structured.
e The tech platforms required to make it all happen, especially in automating marketing activity and
processes.

There is also a real problem in data-overload, in terms of being able to analyse and action the torrent of
customer insights being produced.

Yet the big philosophical question for Consumer publishers is what is their equivalent of the B2B workflow
tool: how to embed content into the minds and devices of end-users? That is what drives the whole Amazon
operation and is what lies behind its subscription mechanic, Amazon Prime.

External services

Publishers have always used a range of external services to support their subscription activities: by far the
most common are telemarketing agencies and fulfilment bureaux. Yet outsourcing Search is also becoming
very widespread.

Many publishers go in cycles through the long-term, often flipping back and forth between outsourcing and
pulling back in-house, dependent on the business priorities at the time.

A key area of change for the bureaux is how the channels for customer service contact are shifting, which
provides an ongoing challenge for them in terms of staffing, structure and tech investment.

Indeed, the whole area of tech has become a major (and very contentious) issue between publishers and
bureaux; especially as there appear to be several service providers outside the traditional bureau market who

claim to be able to deliver the tech support that publishers want.

The bureaux response is a challenging one: that many publishers simply do not have the commitment,
financial resources or scale to fund their subscription aspirations.

PPA — Subscription Futures 2016 9
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The future of subscriptions

Back in 2004, the industry was starting to experiment with digital in all its manifestations. This was seen to be
the main opportunity for the immediate future in the face of a retail channel which was coming under real
pressure. Since then, the retail challenges have simply increased, but the application of digital has turned out
to be much more complicated and problematic than was originally envisaged. Yet it still holds the biggest
potential opportunities for the subscription.

Twelve years ago, the biggest threat was seen to be the cost and quality of the Royal Mail postal service. RM’s
costs remain an issue, but have reduced in their significance, receding behind the intense competition for
subscribers’ time and money, internal company budget constraints and the growing concern that the
publishing industry is simply getting left behind in the increasing technical sophistication of other service
providers such as Amazon, who are flexing and tailoring their service offers at a speed that leaves most
publishers breathless.

What is also clear is that B2B and Consumer have moved in different directions between 2004 and 2016. B2B,
where it can, has gone multi-user and has developed workflow tools which are embedded in the working lives
of its customers and for which users will pay much more than for a traditional magazine subscription. By
contrast, Consumer publishers are struggling to find a parallel route which leverages more value from a
subscriber and which embeds its brand in the lives and minds of readers.

The big question for all publishers, both B2B and Consumer, is whether they are up to the challenge of

competing in an Amazon world? Do publishers have the scale and resources to slug it out in a marketplace

which has become much more tech-driven than could have been foreseen twelve years ago? To quote a
publishing CEO in the most recent® P u b | i s h isangy: Fui SIvf els® 02VYvSa G2 (SOK
A0dzLAARY o6dzi GKS ofdzyid NBFIfAGEe Aa GKFG ¢S R2y Qi 1
very different set of core skills. We arecantentO2 YLJ yé&> y28G I G§SOK O2YLJI ye

If it is tech that keeps CEOs awake at night, then what worries audience executives is organisation: how to
apply the talent and knowledge already within the company to best effect? The immediate future of magazine
subscription marketing lies in finding answers to both these questions.

Yet what shines through the whole report is the fact that there is no shortage of ideas and creativity in the
industry, in terms of both content delivery and marketing. There may be some skills gaps to fill and tech
challenges to resolve, but the industry is becoming increasingly agile, fast-moving and savvy; driven on by
committed subscription professionals who feel passionately about the industry in which they work.

PPA — Subscription Futures 2016 10
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THE SUBSCRIPTION CONTEXT

The subscription context

The “Subscription Economy” is growing and extending well
beyond media and entertainment. The Recurring Revenue
Model is now an accepted part of a range of both Consumer
and B2B markets. Yet that brings challenges for publishers as
well as opportunities, as end-user expectations as to how the
RRM actually works are both changing and rising.

Looking specifically at publishing market trends, there are
several key factors which set the whole subscription context:

Publisher business models are both changing and coming
under more pressure. The industry is operating under severe
financial constraints.

Consumer magazine subscriptions are growing their share
steadily. Yet the magazine subscription is changing as
consumers want different things from it.

The increasingly digital workplace is shaping both the
Consumer and B2B sectors. At the same time, the whole
subscriber relationship is becoming more digital, from
content delivery through to customer acquisition and ongoing
communications.

The shift into corporate subscriptions has been the single biggest driver of change for the B2B sector.

The acquisition journey is becoming longer and more complex — and, therefore, more expensive.

The shift of emphasis from acquisition into retention is continuing at the same time as publishers move from
“renewal cycles” to ongoing “customer relationship management”.

All of these factors are shaping subscription marketing practice, both in terms of what a subscription
department does and how the department is structured.

PPA - Subscription Futures 2016
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Broad market trends

The subscription economy: growing and extending its scope.

The use of the Recurring Revenue Model (RRM) is becoming increasingly widespread across several markets in
both Consumer (e.g. Amazon, Netflix, Spotify, etc.) and B2B (e.g. business services such as software,
accountancy, etc.).

A recent YouGov survey of UK consumers, commissioned by Zuora,* A Nat i on’, sibwshkasgsing i bed
inclination for UK consumers to pay for ongoing access to an open-ended service rather than to buy outright
and own.

RRM usage growing beyond media
78% of UK consumers have at least one subscription service with 12% of disposable income going into
subscriptions. While streamed media services are now commonplace, subscriptions are increasingly popular in
other aspects of life, including gaming, dining, transportation and retail:

e 27% (13.9m people) subscribe to a video-on-demand service (e.g. Netflix, Sky).

e 17% (8.8m) subscribe to media publications, principally newspapers and magazines.

e 15% (6.2m) subscribe to software and storage products.

e 13% (6.7m) subscribe to Amazon Prime.

e 12% (5.7m) subscribe to a music streaming service, principally Spotify.

e 7% (3.6m) subscribe to a gaming service.

e 5% (2.6m) subscribe to a food/ drink service (e.g. Graze, Naked Wines, etc.)

40% of the UK population claim they use more subscription services now than they did five years ago, and over
a quarter think they will be using more services in five years’ time. Other sectors identified as having
subscription potential include home security services, self-drive cars, personal monitoring & healthcare and
connected city services. Other more specific services identified by respondents include holidays, petrol
refuelling, haircuts, air travel, restaurants, concerts & gigs and toilet rolls!

Convenience, access & discovery are driving the subscription

The three dominant reasons for having a subscription are the convenience of not having to buy products
regularly; instant access & gratification and discovering new things based on their personal preferences. Also
very important is the ability to upgrade and renew the products they like and to have services that are
personalised to their own interests and wants. In addition, there much is more flexibility in subscribing as
opposed to buying and owning.

Cost and inflexibility are the negatives of subscribing

There is a concern that subscribing can work out to be more expensive than buying in the long term. There
are also other linked factors - a lack of transparency on some deals; the fear of price increases during the life
of the service and potential difficulties when trying to cancel a subscription. Being limited to a narrow product
range within the subscription is another concern.

PPA — Subscription Futures 2016 12
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It is not just a question of age

The penetration of subscriptions is actually only slightly higher among over 55 year olds (78%) than among 16-
24 year olds (76%). What differs is what they subscribe to. For example, younger consumers are more likely
to be subscribing to VOD services, while those over 55 are significantly more likely to subscribe to
cable/satellite TV.

The subscription is not a silver bullet

The Zuorareport“ A N &utibscdbd "concludes that while it is possible to “subscriptionise” almost any
product or service, that does not guarantee success or consumer satisfaction. In fact, consumer expectations
and demands are often much higher inside a subscription relationship. So, customer insight, customer service,
performance metrics, transparency, service flexibility and constant upgrading - these are all requirements
which will force change in the business models and the organisational structures of any company which wants
to have a lasting presence in the subscription economy.

Consumer expectations: changing and rising.

There are big trends at work in the larger RRM world which set the context for consumer expectations
generally.

From front-end choice to in-service control

As front-end subscriber commitment becomes simpler, quicker and more impulsive, there is a real shift in
focus from getting consumers to choose a structured package upfront (modern consumers are often actually
overwhelmed by choice even though they may say that they like to have it) to allowing them to flex and
control their service while they are actually using it and finding out what their own consumption patterns
really are. That change has massive implications for every aspect of any RRM operation from marketing
through to fulfilment & customer service and on to IT.

From lock-in to satisfaction

A much more subtle change, but just as fundamental, is the shift in emphasis from creating the structures to
lock subscribers in to a commitment through mechanisms like direct debit and restricted cancellation policies,
towards giving them more freedom to leave, but holding them through an enhanced experience of the product
and the service — both must be first class in a world where consumers want more freedom and flexibility with
reduced commitment.

From subscription to membership

There is a clear and logical trend towards changing the cold, contractual feel of a traditional “subscription” to a
warmer club “membership”. Yet this shift is very difficult and costly to execute well and is not actually wanted
by every consumer. Knowing what to offer to whom at a cost that actually pays back is the challenge behind
the move into membership; and membership means adding the sense of excitement, exclusivity and discovery
which tend to be lacking in a traditional magazine subscription.

PPA — Subscription Futures 2016 13
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Free as a pathway to paid

A free trial of a service is now regarded as a basic requirement by many consumers. Knowing how much to
give away and for how long is critical to maintaining a profitable paid-for service. Yet “free” has another
dimension too — a lower tier of service given away permanently for free as a taster of what the premium paid-
for service looks like. Managing free without devaluing the paid-for service is a tricky balancing act. Free can
be either a pathway to a paid relationship or commercial suicide if not managed properly. Free is also a key
mechanism for unlocking the smartphone opportunity.

Maximising the multiples

The more touchpoints with the consumer, the stronger the relationship and the more revenue opportunities
there are. A number of more mature RRM operators have moved into a more multi-dimensional phase —
digital-only offering physical products as well; online-only moving into bricks & mortar retail; content providers
selling linked services, products and live events, etc. The traffic is two-way in every area. So, the message is
clear — multi-dimensional is the end game, but joining up the dots along the way is the challenge.

PPA — Subscription Futures 2016 14
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Publishing market trends

Publishing business models: changing and under pressure.

The PPA’'s® Pu b | i s h irepgrt sHowsthat pudlishing business models are becoming increasingly
diverse and complex as publishers compete in a more pressurised media marketplace. Running through all the
models are five key variables:

The print / digital balance. Digital revenues are increasing, but at very different speeds from
company to company, with a number actually predicting no increase in digital’s share of total
revenues over the next two years. Many companies are refocusing their efforts on trying to extend
the life of their legacy products until digital revenues become larger and more consistent.

The content / advertising balance. There is a strategic intent to increase content revenues instead of
relying so heavily on a volatile and competitive advertising market. Yet many publishers are finding
this difficult to achieve at the speed required.

Diversification. The growth of revenue streams outside the historical core is increasing, creating a
new set of both opportunities and pressures.

Geographical spread. Publishing is becoming increasingly cross-border, but not as quickly or as easily
as many had anticipated in past surveys.

The speed of change. The rate of the revenue shift, in terms of where organisations make their
money, is accelerating, but this too varies markedly from company to company and from market to
market.

The interplay of these variables is shaping the whole business model of the organisation and is impacting on
audience operations, where there are very different attitudes to retail, subscriptions and free.

Retail. Some publishers are despairing of the whole channel and are refocusing on subscriptions and
digital. By contrast, other publishers see real opportunities in developing new retail channels while
working more closely with existing press stockists on smarter marketing activity.

Subscriptions. Generally, most publishers are focusing more on subscriptions than in the past. While
the whole Recurring Revenue Model world is becoming intensely competitive especially in non-
publishing areas, there are still felt to be great opportunities, as long as publishers can increase
internal marketing budgets and staff skills & experience.

Free. The free distribution of both print and digital products is becoming increasingly important in
Consumer, both as a valid channel in its own right, but also as a marketing tool in a paid environment
(e.g. trial and sampling). In B2B, where free distribution is much more established, there is more
caution as several publishers try to develop paid content strategies. New hybrid paid+free models are
emerging in every sector.

PPA — Subscription Futures 2016 15
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Consumer magazine subscriptions: growing share steadily.

According to an analysis of the consumer magazine ABC figures by distributor, Marketforce, the share of paid-
for magazine sales volumes taken by subscriptions has risen from just under 20% in 2009 to 24% currently. Yet
there is a big difference between weeklies and monthlies, due largely to Royal Mail postage costs.
e The subscription share for weeklies rose from 10.8% in 2009 to 16.4% in 2015: an average share
increase of 0.9% points per year, which has been a steady upward trend.
e  For montbhlies, the share has grown from 28.5% in 2009 to 30.5% in 2015: an average increase of 0.3%
points per year, but share growth has actually plateaued from 2013 on.

The magazine subscription: changing consumer views & usage.

Lastyear's* Rei magi ni ng t he Neaog derailedihew censuines magakine teddeysiviéw the
subscription as a means of purchase. “Walking a tightrope” is an apt description of how magazine publishers
are currently negotiating a complex and fragmenting marketplace.

On one hand, there is a group of relatively satisfied print customers whose biggest complaint is that their
loyalty is not reflected in the prices they are offered especially when renewing. They understand the
idiosyncrasies of the magazine subscription and find the whole “retro” feel quite reassuring.

On the other hand, there are those consumers who have made the leap into a more digital relationship with
their magazines. This jump has two impacts. Firstly, that the subscription itself has become more complex
and demands a different level of service. Secondly, that their perceptions of what a good subscription service
looks like are more clearly shaped by comparisons with other, more digital RRM services and by Amazon in
particular.

It is possible to unpack the core elements of the magazine subscription and divide them into three categories:
Givens, Enhancements and Variables.

Givens are simple hygiene factors which every magazine subscription should be fulfilling now and where the
new standards seen in other RRM services have raised the ante for magazines. This includes such issues as
competitive pricing, easy cancellation, fast and faultless delivery and problem resolution.

Enhancements are where subscribers are becoming less tolerant of the constraints of the traditional
subscription and want change or at least more options. The failure to reward loyalty consistently is the biggest
issue. Yet there is also an overall trend to subscribers wanting more flexibility, less commitment, less
complexity and friction in their subscription relationships. While they often talk about “choice”, they actually
find having too many decisions to make overwhelming. Instead, what they often mean is “control” —the
ability to flex (or stop) their service as they get used to it. That has major implications on how subscription
services are shaped and marketed. Critically, it means a shift in emphasis from setting up rigid subscription
packages at acquisition to right-sizing the package later in the service.

Variables are bigger structural issues where there is a wide range of views among subscribers as to what they
want or where they are not (yet) sure of what they want. These issues include title flexibility (being able to
change magazine brands midstream), gifting (where the limitations of the traditional subscription model are at
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their most obvious) and content atomisation (deconstructing the issue and the brand into a stream of articles
or even smaller content units). Yet a big and complex issue is membership. Here, there is a widespread belief
among publishers that “membership” is the ultimate evolutionary form of the “subscription”, yet the
consumer view is not as clear-cut as that.

The two biggest themes from this process of unpacking the magazine subscription are flexibility and
coordination....

Flexibility. Itis clear that different customer segments want different things from their magazine experience.
Being able to flex the offer (and, usually, the publisher business model that sits behind it) in real time will
become essential.

Coordination. Most of the elements required to create a new kind of magazine RRM already exist, but are
currently sitting in distinct silos: they just need to be joined up more seamlessly and digitally: print and digital
platforms; retail and direct delivery channels; single copy and ongoing commitment; reading and buying
(ecommerce); buying and consuming (not forgetting the “fulfilment experience” in between).

“Joining up the dots” is the first step in creating a truly holistic audience strategy which must be based on
deep consumer insight into how readers buy, just as much as how readers read.

The digital workplace: shaping both Consumer and B2B sectors.

If the Consumer landscape is complex and varied, then the B2B publishing picture is even more so in terms of
the range of content offerings, whether paid or free, print or digital.

The workplace is already very digital, which is why, when workers put on their consumer heads, they often do
not want leisure magazines in a digital format, because to many, “digital = work” and a print magazine is a
“digital Sabbath”.

Yet while everyone acknowledges the changes that have swept across B2B brands, there are still learnings to
be had on both sides of the Consumer / B2B divide.

The changes In B2B have been fuelled by the explosion of content on the internet — much of it free and also
from outside of the publishing business. This information explosion has reduced (1) the role of the publishing
brand, (2) the role of the print magazine and (3) the general willingness to pay for content.

In B2B, the use of the term “contract” to describe a magazine subscription has less of the pejorative sense than
it does in Consumer —it is a simple statement of fact, as the decision to subscribe is all about tangible
deliverables which make a difference to business performance. However, the discussion group revealed a
strong theme of improving personal performance rather than just company performance. The subscription sell
must be able to be justified in business terms, but ultimately is still being sold to an individual.
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Corporate subscriptions: a massive shift for B2B.

The single most important trend in B2B in recent years has been the shift from individual subscriptions into
multi-user corporate subscriptions / site licenses. This has had several major impacts:

e Asignificant change in publisher business models: moving from low-ARPU individual subscriptions (as
per the Consumer market) into higher-value corporate contracts which enable publishers to fund the
creation of a more bespoke service.

e  Forcing publishers to build their content offerings back from what the end-user actually wants rather
than creating products and services to be distributed as the publisher determines.

e Helping to accelerate (1) the shift from print into digital, (2) the move from static, issue-based content
into dynamic workflow tools and (3) the growth of other revenue streams, notably lead generation
and live events.

e Driving organisational change, as traditional subs departments have split into separate (1) lead
generation and (2) ongoing account management roles.

The Consumer sector does not have the opportunities and challenges that such a transformational change has
created. Instead, most Consumer publishers are struggling to increase the ARPU of individual subscriptions by
adding value and bolting on additional services.

The acquisition journey: becoming longer and more complex.

There are some key drivers at play:
e Fragmenting acquisition sources are delivering lower volumes of subscriptions across a wider range of
channels and platforms.
e Agrowing “try before you buy” mentality has resulted in the increasing usage of trial periods during
which time engagement is built up: prospects have to be warmed up before a sale can be made.
e Thereis a greater demand from users for “value” in both Consumer and B2B sectors —the mood of
the “new austerity”.

The result is a longer acquisition journey which is more complex (and which raises the issue of attribution
which is discussed in the ACQUISITION section) and, ultimately, more costly. The full journey now has several
distinct steps:
e Identifying prospects through a lead generation process.
e  Warming up the prospects through a period of increasing engagement via a range of contact points,
usually free or pay-as-you-go (e.g. whitepapers, workshops, webinars, etc.).
e Converting prospects into a full, paid-subscription relationship.
e Servicing the ongoing subscription to build a longer lifetime while leveraging more revenue from a
variety of products and services.
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Acquisition versus retention: shifting focus into CRM.

There has been a real shift of emphasis from a very heavy focus on the acquisition front-end to the retention
back-end: attempting to stretch customer lifetimes and leverage more revenue per user. Yet this major
strategic change is actually taking place relatively slowly for reasons discussed in more detail in THE ROLE OF
SUBSCRIPTIONS section.

The subscriber relationship: becoming more digital.

The most obvious application of “digital” is in the delivery of content — the prime usage envisaged in the
“SubsriptionMa r k e t i megort.2Yéx thdlifitervening years have seen digital applications extending into
every aspect of the subscription operation (see THE DIGITAL DIMENSION section.)
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THE ROLE OF SUBSCRIPTIONS

The role of subscriptions

It is clear that subscriptions are approached in very different
ways from publisher to publisher. They fall into three core
types: Subscription Zealots, for whom subscriptions are the
primary route to their audiences; Subscription Enthusiasts,
where subscriptions are an important route, but not the
dominant one; and Subscription Dabblers who regard
subscriptions as very much secondary to other channels,
notably retail.

Each type has a different approach as to how they run their
subscription operation. Yet despite their differences, all three
types are united by the organisational change that is taking
place in the subscription area (see THE SUBSCRIPTION
ORGANISATION section).

This section maps several key dynamics....

The trend in subscriber numbers is generally down, but with
significant variation from company to company and with the
role of free growing in importance, especially in sampling and
hybrid distribution.

The review of internal company attitudes shows that subscriptions are widely accepted as an important
channel, but that the understanding of how they actually work in practice has not filtered through many

organisations.

Other key dynamics include:

e The steady shift in focus towards retention activity away from acquisition.

e Tightening profitability targets as the industry has moved to shorter breakeven periods.

e Strong and consistent internal company reasons for committing to the subscription channel. Yet
there are also some barriers — a key and growing one being the “tech gap” where there is a lack of
confidence about the company’s technical ability to put many of its planned activities into practice
fast enough with the technical resources currently to hand.

In addition, there is the “Data Protection Time-bomb”, where several publishers are simply not planning
ahead for a more restricted world in terms of both Data Protection law and also the growing consumer

concerns about privacy.

PPA - Subscription Futures 2016

20



mcustomer

direct

Publisher types: three levels of commitment.

What is clear from the survey is that subscriptions mean very different things to different publishers.

Companies fall into three broad categories in terms of how important subscriptions are in their audience

strategy:

e SUBS ZEALOTS. Subscriptions are the primary route to the audience.
e SUBS ENTHUSIASTS. Subscriptions are an important route, but not the dominant one.
e SUBS DABBLERS. Subscriptions are a secondary, add-on route.

The table below outlines the core characteristics of the three types. Yet what unites all publishers, whatever

their type, is the amount of organisational change taking place in the subscription area.

Role of subscriptions

Publisher Types

Zealots

The primary route to market.
Subs economics are reasonably
well understood by the rest of
the company and the principles
of lifetime value (LTV) are baked
into daily working practices.

Enthusiasts

An important route,
but not the dominant one. The
rest of the company does not
understand subs in the way that
the Zealots' organisations do and
LTV is not as deeply embedded.

Dabblers

A secondary route:
a useful add-on or even an
afterthought. The rest of the
company is still getting to grips
with how subs work.

Subs file sizes

Significantfile sizes (average
100,000+), but smaller and
more niched than Enthusiasts.

The largest file sizes (average
200,000+). Often operatingin
broader, more mainstream,
volume sectors.

The smallest files, ranging from
justa few hundred upwards.
Often smaller, independent
publishers with a heavy retail
focus.

Subs volume trend

Fallingin line with the market.

Steady or growing.

Subs department size

The largest departments
(average 13 FTEs) & growingin
size, resulting in a relatively low
subs-per-FTE ratio of around
9,000. Very focused subs
operators, investing in their
operations.

Smaller departments (average 9
FTEs) edging up in numbers or
holding steady with a high
25,000 subs-per-FTE ratio as
they leverage their scaleand try
to squeeze out more efficiencies.

Often no distinct subs
department as such, but local
"subs experts." Where thereis a
department, the average sizeis 5
FTEs with a solid 15,000 subs-
per-FTE ratio. The focus is more
on upskilling (bringing in new
people with relevant experience)
rather than increasing pure
headcount.

Subs profitability

Just under the average breakeven
period at 17 months, but making
strenuous efforts to reduce that
and to start the payback even
earlier to realise the investment
they are making in department
headcount and subs marketing
budgets.

Just over the average breakeven
period at 19 months, but making
modest efforts to reduce that.
Keeping the front-end
acquisition engine going is a key
concern which limits how
aggressively they can push for
improved profitability.

The shortest breakeven period at
15 months. The traditional year
one profitability model
dominates this type and they are
not deviating from that for the
time being.

Subs marketing budgets

As a % of subs turnover, budgets
arerunning at a below-industry
average of 11%. Yet this is due
in part to the bigger revenue-per-
user figures they are able to
generate. Also, they are
increasing their budgets
currently more quickly than
Enthusiasts.

Budgets look bigger than the
Zealots at 14%, yet this is duein
part to lower revenue-per-user
figures and a more acquisition
focused strategy which is also
rapidly becoming more
expensive. Yet overall, budgets
are rising much more slowly
than for Zealots.

Avery low 2% budget ratio, but
they still have the low-cost, low-
hanging fruit to pick first before
acquisition costs really start to
build. Very skewed to
acquisition activity - retention
still seems a bitofan
afterthought.
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Top-line trends in subscriber records

The 48 publishers who participated in the survey have 8.8m paid subscriptions and 0.6m free records between

them.

Trend in subscriber numbers: volatile from market to market.

PAID SUBSCRIPTIONS. The

vast majority (85%) of the Trend in Subscriber Records
survey sample have paid
subscriptions. Almost half How would you best describe the current trend in your number of subscriber reco

(46%) are seeing their

subscription files holding
steady. Yet the Net Score is Records
negative, showing that

Free

where there is movement, it Increasing 22% 15%

is trending down. Remaining steady 46% 42%

FRE.E BECORDS. A smaller Reducing 329% 43%

majority (69%) have free

records. The trend here is Total 100%

more clearly down with a
Net Score of -28.

Net Score (increasing minus reducing) -28

UK / OVERSEAS SPLIT. The balance across the whole subscriber base is for UK records to account for
77% of the global total in B2B and for 88% in Consumer. Most publishers see further overseas
potential for subscriptions. Increasingly, this overseas presence is a digital one — export copies are
often seen as a prime application for digital magazine editions.
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The role of free: growing for sampling & hybrids.

The free access to both print and digital products is becoming increasingly important. Respondents fall into
four distinct groups in terms of their usage trends.

1. Increasing usage
Consumer publishers are increasing their usage of free distribution much more than B2B currently. Itis
normally being used as....

e A sampling tactic with trial periods and live event distribution being prime applications, using free
copies to lead into a paid subscription conversion. Increasingly, digital editions are being used in the
sampling process as is free content on social media platforms.

e  Full free-distribution models where, generally, circulations are being increased as they try to build a
bigger presence in markets where there are usually lower-circulation, paid-for titles as the main
competition. There are occasional examples of paid-to-free conversions (e.g. Time Out, NME

e In between these two extremes are experiments with hybrid paid + free mixed models (e.g.
Cosmopolitai

B2B publishers appear more cautious, using free to maintain a presence in an increasingly free-content
environment or to drive traffic to websites or digital products.

aThe role for free distribution is changing from supporting advertising revenue to supporting
subs acquisition as we use free trials to gain inteest.

0We have to 1gesaptbeninfohte® dt He o'm t h eargumeante r net
Free distribution is the only way to do that.

oOur freedigital subsciptions are replacing our frggrint subscriptions-we are driving
awareness and brand recognition at a lower cbst.

OWe use frees, but only at selected events that target our core readers, not generic street
sampling. Free is an effective method of sampling, but it is not atésng profitable
distribution channel for us.

OFree is now a staple part of our pdit audience strategy. We can tAsample magazines,
proactively putting them into the hands of our prospective readers rather than waiting for
them to find us

dit is cheaper to publicise the brand to a more targededience than it is vithe
newsstand Alongside data capture, we can-ggll the free issue recipients to a
subscriptiore
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2. Steady usage
Most B2B publishers fall into this category — they tend to have already developed relatively stable distribution
models.

OWe dready have a mix ofaid and controllegtirculationtities and we see this continuing
well into the future. Both models allow us to extend our brands into other revenue
generating areas such as eveats.

oFor some of our less established titles, we use frees to increaszattieinto new markets.
Alsq for our titles wherehe paid-for readership has declined to a level where it could
endanger the viability for companies willing to advergse.

3. Reducing usage
There are two key drivers:
e Achange in strategy to place more value on content by restricting free access. Several B2B
publishers are trying to build paid membership models, so are cutting back on their free distributions.
e Simple cost reduction by cutting out waste or lower-value readers/users. Many B2B publishers are
still operating controlled circulation, advertising-funded models. These are generally in decline and
their circulation numbers being trimmed back.

OWe are reducing our free circulation as our whole ad sell is shifting from a volumeosdory
guality storye
OFree is what digital is for. We have to have our print products pai for.

4. No usage
Some publishers remain resolutely anti-free as they regard this as undermining the value of their paid-for
products.

oFree distribution mawork in some markets, but absolutely not for us. We are a quality,
paid-for, subscriptioded business. To give away copies would undermine our whole
strategyé
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Company attitudes: subs getting more accepted.

Company Attitudes

Do you agree or disagree with the following statements?

Subscriptions are taken much more seriously in my company

than they used to be 60%
The principles of lifetime value are applied in the day-to-day 58%
business practices in my company
Subscription economics are well understood by senior 57%
management within my company
My company has a holistic and joined-up approach to audience 41%

development across all channels and platforms

On three key measures, subscriptions can clearly be seen to be an accepted part of many publishing
operations:

e Being taken more seriously.

e The practical application of LTV.

e The understanding of subs economics.

Yet none of these scores are overwhelmingly strong — there is a feeling that there is still some way to go in
subscriptions being properly understood by others within the company.

In the 2004 survey, there was a significant gap between the agreement scores on the understanding of how
subscriptions work and whether LTV was applied in practice on a daily basis. So, there was clearly a gap
between theory and practice which has since closed in the intervening years.

Yet the agreement scores are solid rather than overwhelming and they vary markedly by publisher type
(Zealots, Enthusiasts and Dabblers).

Also, the statement that draws a very luke-warm response is whether there is a joined-up approach to

audience development. Channel silos still look to operate in most organisations, especially retail and
subscriptions.
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Subscription marketing budgets

Total budget size: publishers not investing back into subs as much.

Looking at the total budget spent on acquiring and renewing subscribers as a percentage of total subscription
revenues, this averages....

e At 11% for Consumer, with a range of 1% to 30%.

e At 17% for B2B, with a range of 5% to 50%.

Looking back to the 2004 survey, these ratios are significantly lower than the 20% Consumer and 27% B2B
figures reported then. So, even though there may be a current drive towards larger subscription budgets
currently (see below), the long-term trend is clear — publishers are investing back into subscriptions at a lower
rate than in the past.

Total budget trend: recent growth, but often at expense of retail.

The strong +22 Net Score shows that subs budgets ..
are currently on the rise, although this is often the SUbscr|pt|on BUdgetS: Trend
result of shifting money out of other channels —
notably the newsstand — rather than an increase in
total audience development spend.

Over the coming 12 months,
how do you see your total subscription budget changing?

Trend in total subs budget
What is clear is that there is much more volatility

from year to year as to where budgets are Increasing 36%
allocated by channel. Return-on-investment by

channel is being analysed in much more detail than
in the past and marketing money is being moved Reducing 14%
around accordingly in the short-term.

Remaining steady 50%

Total

Net Score (increasing minus reducing)
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Budget allocation: a steady drift from acquisition into retention.

Overall, subscription budgets are still dominated by
the front-end and are split 69:31 in terms of
acquisition versus retention activity:
e In Consumer, the split is more weighted to
acquisition at 77:23.
e In B2B, the split is much more skewed to
retention at 61:39.

% Allocation of Subs Budget: 2016

TOTAL

B2B

The balance varies significantly from company to Consumer 77 23
company depending on the nature of its business.
One Consumer publisher is spending only 5% of its
budget on retention as it is new to subscriptions ® Acquisition M Retention

and is driving up its subs base with concerted new

business activity; while at the other extreme, one B2B publisher is spending 80% of its budget on retention
work around its mature site licence base.

Looking at the 2004/2016 trend, there has been a

Retention. more time than mone}! real shift into retention activity over the 12-year

period: the retention spend percentage has risen

While 31% of subscription budgets is going into retention activity as from 23% in 2004 to 31%, but this conceals a big
opposed to acquisition, a slightly higher proportion of department difference between Consumer and B2B. In B2B,
time (34% and rising) is devoted to renewals. there has been a major shift into retention activity:

from 24% in 2004 to 39% currently (+15% points).
In Consumer, there has been a much more modest
shift: from 21% in 2004 to 23% currently (+2%).

Why retention activity is not growing faster.

While more time and money is shifting into retention activity, that rate of flow has clearly slowed down. That is a little
surprising given publisher intentions to extend subscriber lifetimes, improve customer journeys and drive up renewal rates.
The reasons why this slowdown has taken place fall into three areas:

e Inthe pressure of the “day job”, the retention back-end always seems to slip down the priority list, especially as it
takes a long time to see results.

e The acquisition front-end has become more complicated: warming up prospects and leading them to a purchase is
taking longer and involves more contact points than in the past. The focus on the “customer journeys” of live,
paying subscribers is being diluted by the need to work on “acquisition journeys” and “purchase funnels”.

e In Consumer, direct debit is a powerful mechanic to improve retention levels. The increasing penetration of DD in
many markets has taken some of the pressure off trying to improve the core renewal activity. Yet most
respondents recognise that this a very short-term view and as direct debit penetration slows and plateaus, longer-
term retention strategies must be put in place.
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Subscription profitability

A key indicator of how a company approaches the
whole area of subscriptions is when it aims to Subscription Profitability
bring a subscriber into profit.
e The majority of publishers are looking to
make their subscribers profitable in their Consumer B2B
first year. The weighted average is a
break-even point at 18 months — the
same for Consumer and B2B.
e This represents a significant tighteningup  Year3 11% 0%
since 2004, especially in B2B where the

When do you generally aim to make an individual paid subscriber profitable?

Year 1 60% 54%

Year 2 29% 46%

Year 4 0% 0%
early 2000s were a period of great change 00%
and experimentation in two key areas: 100%
(1) trying to convert from free to paid and  EICEIGATL NI HPAVKES 18
(2) testing different ways to leverage Break-even month: 2004 26

more revenue from their readers. B2B
business models have now settled down into more stable structures.

Behind the drive to increase profitability are several levers:
e Increasing subscription prices generally.
e Stepping up prices at renewal more aggressively.
e Trying to drive down front-end acquisition costs, which results in a constant review of sources and
their profitability and raises the issue of “attribution” (see the ACQUISTION section).

Most publishers (68%) have settled profitability

targets. Yet where there is change, the tide is

moving in the direction of reducing the time to

profitability, producing the Net Score of -14. What is your company's general approach
to subscription profitability?

Where B2B publishers have individual subscriptions
running in parallel with site licences, the general Company approach to profitability
practice is to force increased revenue from the

individual subscribers before trying to convert them Lengthening the time to profitability 9%
into site licences and/or digital products.

Subscription Profitability: Trend

Not changed our approach 68%

Reducing the time to profitability 23%

Total

Net Score (lengthening minus reducing)
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Drivers & barriers for subscriptions

There are several factors which shape why publishers commit to subscription marketing

Positive drivers
How important are the following factors to your company in driving the level of subscription activity?
(Please rate on a scale of 1 to 10).

Positive Drivers

Building loyalty/locking readersin [N 8.9
Predictability and stability in comparison to retail IS 8.3
Good margins in comparison to retail sales [N 7.8
Cash flow attractions NN 7.7
Retail pressures limiting availability [N 7.1
Providing better quality readers for ad sales [ INIIIIEIGNNNNNNNNEN 6.7
Selling other magazines/products to readers [ INIIGIGGNN 6.5
Offering more information on reader profiles [N 6.2
Retail wastage [N 6.1

Two strategic factors stand out as being of prime importance — the same as in the 2004 survey:
e Being able to lock readers in to the magazine.
e The predictability and stability of subscriptions in comparison to retail sales.

There then follow two financial benefits — again, the same as in the 2004 survey: good margins and strong
cash flow. The threat of reducing retail availability is a much stronger driver than retail waste levels.

The ranking of the drivers of subscriptions is virtually identical to the 2004 survey with two exceptions —
factors which have become slightly more important in the intervening years:

e Upselling: selling other magazines / products / services to subscribers.

e  Profiling: offering advertisers more information on reader profiles.

Yet their rise in the rankings is quite small. Even though publishers have become more proficient in these two
areas in the intervening years, they are still not dominant factors and it is clear from the interviews that many
publishers — especially Consumer — are still failing to gain real traction as they grapple with the practicalities of
these two areas.
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ding back your company’ s

The availability of free content and services
Internal staff headcount constraints

Internal company budget constraints

Lack of availability of good potential prospect lists
Cost of the postal service

Internal tech support / capability / knowledge
Consumer caution about committing to a sub
Level of competition in the general marketplace
Internal staff skills and experience

Quality of bureau / fulfilment operations

Cost of bureau / fulfilment operations

Internal company ignorance of subs economics
Internal company apathy towards subscriptions
Quality of the postal service

Retailers' opposition to subscriptions

Negative Barriers

I .4
I 6.3
s 6.0
IS 5. 8
EEEEE—— 5 7
I § 7
e 5 6
IS G 3
I——— § D
I 5 1
———— [} 6
I 3 5

Three issues stand out in this year’s survey and they have become more important than in the 2004 survey,
showing how the market has changed subtly in the intervening years:
e The availability of free content and services, particularly on the internet. The whole battle to provide
content that is valuable enough to warrant a payment has become much more intense.
e Two internal resource constraints: staff headcount and budgets. There is clearly a growing
frustration among audience executives that there is so much more that could be achieved were the

required resources on tap.

The lack of availability of good potential prospect lists was very much a B2B concern in 2004, but it has come

up the rankings now for Consumer also.

The Data Protection Time-bomb

Only 52% of respondents feel that their company is giving data
protection and privacy “a considerable amount of focus.” The
primary issue is keeping data secure, but also extends to the
growing end-user desire for more privacy. There appears to be a
growing awareness (but still relatively low level) of the fact that
legislation is trending towards a much more restrictive data
environment, which many publishers are simply not prepared for.
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Even though gaps in staff skills & experience
generates a lot of debate in the industry at the
moment, it is not as big an issue as the lack of tech
capability which is picked up throughout the
survey as a major concern.

The cost of the postal service was seen as a

dominant constraint in 2004, especially for
Consumer publishers, but this has slipped down
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Internal company ignorance and apathy about subscriptions have slipped down in their significance since
2004. Subscriptions may not be getting the resource support that audience executives feel that they should,
but the acceptance of subscriptions as a proven route to market seems much stronger than twelve years ago.

Retailers’ opposition to subscriptions is very much
a background factor. Although the retail sector can
become very vociferous about subscription offers,
the publishing business does not see retail
opposition as a strong reason for slowing down
subscription growth.

PPA - Subscription Futures 2016

The Tech Gap

Under half of the respondents feel that they have the necessary tech
tools: only 46% “have confidence that the tech platforms we use will
be able to support our marketing plans.” This lack of confidence
covers both in-house systems and those of external service providers,
particularly fulfilment bureaux (see the EXTERNAL SERVICES section).

In-house versus outsource. This is seen to run in cycles in many
organisations. Publishers build up expertise and knowledge through
the use of sub-contractors before pulling back in-house. Hybrid set-
ups are becoming increasingly common, where external tools
(Salesforce is the most commonly quoted) sit over internal databases.

The single view. Virtually no publishers have a true single view
customer database. Most are made up of stitched-together
platforms, but these can work well if the interfaces between them are
smooth. For many, the single view is becoming a more and more
distant dream as more data-sharing work with external partners takes
place. So, the emphasis has shifted away from creating a single
super-warehouse towards linking multiple databases together.

Knowledge versus capability. Several publishers feel that they are

unlikely ever to have the necessary resources to build their own in-
house tech capability. Yet understanding what the tech options are
and knowing what is on the market is essential: knowledge is more

important than internal capability.
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THE SUBSCRIPTION ORGANISATION

What unites every type of publisher is the challenge of
structuring an organisation which can deliver the increasing
range of activities required in a modern subscription
marketing operation.

The first issue is remit: what does a subscription department
The subscription organisation actually do? This has changed significantly in B2B with the
shift into corporate site licences: many traditional
subscription departments have morphed into lead generation
operations. Yet Consumer publishers have changed too as
they take on more roles in addition to the basic areas of
acquisition, retention, customer service and operations.
Insight and data analysis are now core functions. In addition,
marketing automation, ecommerce, partnerships and
membership & loyalty are coming on-stream. Some
departments have also taken on events and creating social
media content. On top of everything, there is also a drive to
integrate the retail and subscription channels in a more
holistic way.

These pressures all come to a head in five key staffing issues:
e HEADCOUNT: only 38% of publishers feel that they have sufficient staff numbers to run their
departments.
e  STAFF CHURN & NEW TALENT: recruiting and retaining good staff.
e JOB SKILLS: balancing retraining existing staff against hiring in the required new skills.
e  WORKPLACE SKILLS: learning to work in a fast-moving, cooperative, project-driven environment.
e ATTITUDE: dealing with change, “mucking in” and having the patience to learn the basic skills.

All these factors then impact on the department structure, with 70% of publishers have some recent or
current experience of reorganisation. The key variable is the balance between vertical structures (built around
brands and audiences) and horizontal structures (constructed around processes and channels). Most
organisations are a shifting mix of the two and are also shaped by the balance between (1) acquisition and
retention and between (2) print and digital.

Sorting out the subscription organisation is the practical output of all the changes seen in the subscription
marketplace and is the single biggest theme in the industry currently.
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Department remit: what does it do?

The B2B sector has developed an organisation which can be very different to that of a Consumer publisher.
Yet many of the B2B issues are transferring over into Consumer.

The B2B transformation

The structure of the B2B subscription operation has changed radically in response to several trends, but the
main one being the shift from individual subscriptions into corporate site licences (see THE SUBSCRIPTION
CONTEXT section). This requires more of an account management structure to support a range of large,
tailored-service contracts.

Many organisations have been built around four steps:
e Identify prospects: lead generation.
e  Warm up prospects & establish a relationship: deliver selected content free of charge or on a pay-as-
you-go basis.
e Convert prospects into a fully paid subscription / licence.
e Manage the ongoing paid relationship.

Typically, lead generation remains the responsibility of the traditional “subscription department” which hands
prospects or conversions over to a sales / account management department that manages the ongoing
relationship.

The reality is that in many B2B companies, where there is still a mix of individual and corporate subs, the
subscription department operates two organisational models side by side: (1) the lead generation role for site
licences and (2) the old-style, full-service role for individual subscribers, where this second model often does
not receive the resourcing required to develop its role and capability.
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The key tasks of a full-service subscription department.

What a “subscription department” actually does looks to be in the process of becoming more varied from
company to company. Yet there are certain key functions common to most operations. The EXTERNAL
SERVICES section lists the most common processes that are outsourced, even though they will remain the
department’s responsibility to manage.

Key Tasks of a Full-Service Subs Dept

Core Growing Optional
Acquisition Marketing Marketing Automation Events
Retention Marketing Partnerships Ecommerce
Customer Service Membership / Loyalty Retail
CRM Projects Social Media Content
Insight & Analysis
Operations

Budgets & Forecasts

Creative & Design

Central Support Services

Tech

Database

Research

Finance

Key tasks: core.

Acquisition marketing. As the “acquisition journey” has become more complex, lead generation and prospect
conversion have become more distinct processes, especially in B2B companies.

Retention marketing. Most publishers report that they do not spend enough time and resource on retention,
which is shifting from a “renewal cycle” mentality where processes are built around the standard subscription
term to a more open-ended “customer journey” where the overall, ongoing customer experience is central.
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For several companies, Customer Service (CS) still largely means reactive problem resolution rather than
proactive Customer Relationship Management (CRM). Yet there are several examples where subscription
executives have specific CRM job roles and job titles and where considerable resource is being added.

Insight & analysis are now core tasks, increasingly allocated to specific executives. Yet every subscription
executive is expected to have deeper analysis skills and knowledge of analysis software tools than in the past.

Operations — fulfilment, logistics, Royal Mail liaison, scheduling — remain the nuts-and-bolts of any
subscriptions department, but increasingly they are being separated from marketing into distinct job
functions.

The execution of creative & design is often outsourced, but this still remains a core departmental
responsibility.

Key tasks: growing.

These are tasks which are growing in importance and where, in larger companies, there can be specific job
roles allocated to them. They include forming relationships with external partners to build cooperative
campaigns and creating membership & loyalty schemes to lock subscribers in. Automating the delivery of
content, purchase funnels, clawback activity and personalised comms with subscribers is becoming a distinct
area in its own right due to its scope and complexity. Companies, especially with matrix organisations, are
increasingly using projects to execute key initiatives more quickly rather than creating permanent job roles.

Key tasks: optional.

These are areas of activity which do not normally fit into a traditional subscriptions department, but which are
being sucked into the department’s role, more usually in B2B than in Consumer. These include live events,
ecommerce and the creation of social media content. This last area is where social platforms are being used
more commercially (e.g. to promote a live event or a competition) with video and audio increasing in
popularity as media. Retail is an important area where some of the major Consumer companies are trying to
pull the subscription and newsstand channels more closely together into a more holistic audience approach.

Key tasks: central support services.

More specialist service departments support the subscription department in most larger organisations, a key
one being database which sometimes goes beyond the simple maintenance of a technical platform into
running larger data analysis projects as well.
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Staffing issues: headcount.

A wide range of department size

The range of subscription department size is massive. At one extreme, a number of smaller publishers have no
full-time staff specifically allocated to subscription activity. At the other extreme, the largest Consumer
subscription department numbers 30 people and the largest B2B department, 70 people.

Looking at the number of subscription records (paid + free) managed per Full Time Equivalent (FTE):

e  For B2B publishers, the average is 6,170 records per head, but with the major companies averaging
closer to 20,000 records per head. Yet these figures vary markedly as to whether the “record” is for
an individual or a company site licence.

e For Consumer publishers, the figures are more directly comparable, as most operations are handling
individual subscribers. Here, the average is 23,500 records per head with the major companies
ranging from 27,000 to 40,000 records.

OWe are takingonmoreandmoe pr ocesses and acThatisfing butes i n
itiscreatinheadaches about the déepartment’s size

6aThis whole issue of department structure is
subs department. We have a couple of publishers who know a lot about subsergtid
they are supported by our fulfilment bureau.

Trend in department size

38% There is currently great stability in
headcount with 65% of respondents Trend in Staff Numbers
The low percentage of seeing no change over the coming 12
respondents who fect months. Where there is change, this is Over the coming 12 months, how do you see
that they have more likely to be positive growth than your subscription staff numbers changing?
sufficient headcount to a reduction in numbers, producing a
run their department. strong +17 Net Score. -

Companies

Increasing 26%

Wo ra& bedome more complex and we
simply don’t have eRemginingsteadypeopl e t 65%
everything we want RgidtingaNd need to 9%

“lt may S o bubtdemantagr tgite
our company is doingrorewith-l e s s .

Net Score (increasing minus reducing)
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Staffing issues: churn & new talent.

Only 23% say that retaining staff is “difficult or challenging” — much less than the 46% for recruiting new staff.
So, while holding on to staff is still a concern, it appears to be less of a challenge than finding suitable new
people to bring in. An issue often repeated is that magazine publishers are vying with lots of other industries
to draw in people with similar job skills, but that our industry simply cannot compete with the salaries on offer
to talented prospects.

As new staff are brought in, the rate of staff churn increases, creating new pressures on the organisation.
Succession planning (or, often, the lack of it) becomes a bigger issue in an environment of change.

In addition, several respondents complain of younger recruits having unrealistic expectations as to how
quickly they want to take on responsibility and move on to new job roles and titles.

Other staff issues are geography, company size and company culture....

Al t hough we are only just outside the M25,

LondonWe " r e not a small company, but being whe
talent pool to draw on. So, our focus is on upskilling the people weragher than hiring in
bright young things. It would be niceto dditofb ot h, bu& we can’t
OWeareasmallcompang o we can’'t afford to | ose peopl e

is ust money down the drain.h@rn could Kill us.

oDue to our company culture eweallyvalue loyalty and long service That’'s good a
reduces staff churn; butt al so means that we don’t al ways
people¢

Staffing issues: job skills.

61% of publishers say that they need new skills in their department. “New skills” normally means knowledge
of specific digital activities such as PPC, SEO, social platforms or marketing automation. It also often means
having new combinations of skills: principally being able to use data analysis to drive marketing and creative
strategies - this can be more difficult to achieve than importing completely new skills. There is also seen to be
a real danger in losing old skills, such as the basics of direct marketing or commercial nous and common sense.
Another angle is that some respondents feel that they have many of the skills required already within the
company, but that they are in different departments; so, a key issue is to link skills between departments, but
that takes a very structured “skills audit” approach.

While 61% say that they “need new skills” via a hiring-in process, a similar 57% say that they are “retraining
our existing staff.” So, many companies are taking a dual approach, although the balance between the two
varies considerably from company to company as it is very dependent on the scale and speed of change within
the organisation.
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Staffing issues: workplace skills.

These cover broader man management disciplines and the inter-personal skills to operate effectively in a fast-
moving, cooperative, project-driven environment.

Staffing issues: attitude.

Particularly in smaller companies, staff attitudes can be just as important as skills or knowledge.

Facing up to change. dWe need our team to be ready to question the set old ways of doing
things, toadaptto new processes and to work with people in different areas that they may
never have worked with bef or e. arouBdoalthis-peopl e
still surprises me who rises to the challenge of changdfmsew h o can’ t who And t
can’t | uisdurcenmpanynthe futures

s

Mucking in. dThings are changing so fast, that job roles cannot be steig, we need to
have multiskilled jack-of- all-trades who muck in and have a go at everything.

Entitlement. & know that | sound likan old grouch, but many young people have

unrealistic expectations about how quickly they can take on more responsibility or move on
to new roles and projects before they've even learnt how to do their current job. They seem
to think that they are entitled to all this, rather than having to eara it!

Admin time = 22% and rising

The average subscription department spends 22% of its total time on
administration - internal reporting is seen as one of the most onerous
tasks. This figure has edged up from 20% in 2004. Consumer
publishers spend slightly more time on admin than B2B. There is a
general recognition that there is a need to reduce the amount of time
spent on reporting, budgeting and forecasting and to allocate more
resource to marketing.

PPA - Subscription Futures 2016 38



mcustomer
direct

oOur biggest challenge is to change

behavious within our busness. The And what about me?

neWStrade_ ha?‘radltlona"y been the_ fO_CUS Not only are respondents looking to fill skills gaps in their staff, they
of the business rather than subscriptions, ' are also very conscious of holes in their own toolkit. A high 57% said
sowe need to retrain and refocus staff to that they could see “gaps in my own knowledge and experience
utilise the opportunity to grow our e mee s

audience.

AWith roles becoming wider and more demandimg are finding it difficult to make the
business case for a fiiine, dedicated subscription resourge.

oDue to our locatin, inding good staffs our biggest challenge: that and then holding on to
them. Our job roles are very fixed positiomkjch meass we are unable to provide much
career progression ahe momentg

OWe are 30 months into our transformation plan and argecognisable from the operation
we were back then. We are through the challenges of stafigo the main ones now are
continuing to develop new skills and ensuring our teams are being trained to deliver
exceptional service.obking outside of theyblishing world hakeen extremely helpful in
thisregardé

oOur biggest challenge isvincing the board that we need more resougce

aTrying to deliver fast enoudROlis what is holding back investmenthéeFe arenow so
many systems thaany newstaff membermrequirestraining on before any real results can be
achievect

GThe overall companfinances are preventing us from properly staffing this area and so
we're not takingfull advantage obur opportunitiese

0Securing the right kind of taleaind experience at an affordable prisea real issue. The
talent is out there,§ but we simply can’t aff

GThere are limited opportunitigsr junior members to move up the company.

OSalary expectations are simply too high. Recruits often do notfufar interviews and
there seems to ba general lack of interesh our industryé

AdWe are curently using a lot of external resource for certain argaget things done in the
shortterm rather than training up our inexperienced staff.

GThere are problems imfling candidates who are willing to work on both online afftine
subscription campaignsmost candidategust want to do online
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oOur readcount has been reded, yet our volume of brands hascreased.As a result,
team morale is very low

0We don’t have enough peopl e.itisaWalchhlenget have
findingpeople who have a balandepproachand understand subscriptis anddigital.€

OWe increasingly need more technical specilise cost of whom is far higher than any
previous hires. This means we can't have the resource we need in feramslersor
experience. At the same time, all our otbgerheads are increasirg.

GThesalaries in publishingre lowcompared to other industries, as well as fewareer
progression opportunities. uBlishing igust not as attractive as other industrigs
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Department structure

Reorganising the department: an industry in change.

70% of companies have some recent or current experience of department reorganisation:
e 35% have recently gone through a reorganisation. 70%
e 22%are in the middle of one.

e  13% are planning one. The percentage of

companies who have
some recent
experience of a
department
reorganisation.

A minority (30%) have a stable and unchanged organisation. What unites these more steady
companies are size, culture and location. They tend to be....
e Medium-sized.
e Have a track record of multi-skilled generalists “mucking in” together rather than
specialists working on very defined processes and tasks.
e Independently or family-owned: a more conservative culture where loyalty and service are valued.
e Subscription Enthusiasts: subscriptions are an important channel, but not the dominant one.
e Located outside London: they do not have a local talent pool that can feed radical change.

Reorganising the department: the three reasons why.

The three key reasons for reorganising are costs, consolidation and realignment. These are not mutually
exclusive and all three play a part in driving most reorganisations.

COSTS. Simple headcount reduction as the general pressures on the overall business force painful change and
a ruthless assessment of return-on-investment.

CONSOLIDATION. Pulling together processes and skills in a more structured and focused way to gain scale
efficiencies and traction. The key areas which are driving this include retention & loyalty activity, digital
(especially social platforms) and data analysis.

REALIGNMENT. This has two dimensions:

e Internal realignment with other departments within the company, especially where there has been a
broader restructure — usually shifting towards or away from a brand/portfolio/audience approach.

e A fundamental shift in what the subscription department itself actually does in response to external
changes. In B2B companies, the most important factor is the trend towards corporate site licences,
but other factors include the need to service digital channels, a change in the balance between
acquisition and retention or the drive to develop emerging areas such as ecommerce, membership
and partnerships.

oOur reorganisation wasriven by the need tetrengthen key account and strategic account
teams. We now have Sales which isasaocountbased, facdo-face teamselling enterprise,
moving away from séhg on the phone. Marketing is split into two functions: (1) brand
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marketing which is all aboutnderstanding market, opptunities, product deelopment and
(2) marcomms which manages silbscriber communicationgyioritising customer
engagement with the product

GThe aim was to reduce costs ahdadcount through amalgamating rolgs

OWe needed to gain more traction by focusing on our keygr i t i e s . We’ ve f oc
brands. We’ ve focused more on retention. W
and platfor ms. Our 1 mmediate business needs
with.€

The structural variables: what affects the shape of the department.

By far the most fundamental factor in B2B is the balance between individual and corporate subscriptions.

The most important general variable is the balance between vertical and horizontal structures — here the
pendulum seems to swing back and forth within companies over the years. Vertical structures are built around
brands, portfolios or, increasingly, audiences. Horizontal structures focus more on processes (e.g. acquisition,
renewals, etc.) or channels (e.g. digital — PPC, SEO, social — offline, partnerships).

It appears that many Consumer publishers are moving towards more horizontal organisations, while several
B2B publishers have already gone down that route and are swinging back into more brand/audience-driven
vertical structures.

There is also another trend which is to have a more flexible approach: tackling priority tasks on a project basis
rather than building static roles within the department.

Other key variables in shaping what the department looks like include:

e The balance between acquisition and retention where the broad background is that there is a real,
but slow industry drift to more focus being given to retention activity.

e The balance between renewal and retention where the traditional “renewal cycle” mentality is giving
way to a more holistic and open-ended CRM approach through the ongoing customer journey.

e The balance between print and digital which has two dimensions: (1) the delivery of content, with
B2B workflow tools being the most radically digital and (2) acquisition & subscriber communication.
In many companies, there is now a much more clear split between staff working on digital channels
and those managing offline routes.
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Behind the structure: other factors to remember.

Specialists versus generalists

The structure of the department has a direct impact on the type of people required. In a brand-driven
organisation, the tendency is to have broad-based, multi-skilled generalists working within specific title
portfolios. The current trend is to have people with more specialist skills (more usually hired-in than retrained)
working across a wider range of titles.

The youthing of the workforce

The fact that the average age of many subscription departments is getting younger has several advantages as it
is intended to bring in more energetic, adaptable and digitally-savvy staff. Yet there are some real downsides
as well which are detailed in the “Staffing Issues” section of this chapter. A repeated concern is that some
valuable assets are being lost in the process, such as a real understanding of print and of basic direct marketing
disciplines.

Getting on with the rest of the company

With more modern matrix-style, project-driven companies, the ability to interface with other departments is
an often-underrated factor.

Reality trumps theory

Whatever the plan for a department structure is, the reality is that many organisations have been built around
the skills and personalities of the incumbents and the ensuing structure is justified “after the event.” Also,
having a local talent pool to feed rapid change is a major practical constraint for many publishing companies.
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SUBSCRIPTION ACTIVITIES

Subscription activities

Another angle on the whole business of subscription
marketing is to grade a range of subscription activities and
issues to see what the industry thinks is important and also
how proficient it feels it is in different areas.

There are four key high-priority areas, all core subscription
fundamentals:

e  Customer service.

e  Low-friction start-up.

e  Low-friction renewal.

Faultless delivery of both print and digital products.

There is then a selection of mid-range priority activities
before three low priority areas, with each one having a story
behind it as to its low-ranking position: Article Atomisation,
Membership Packages and Low-Friction Cancellation.

Yet there are two areas where the importance scores are
high, but where the proficiency score are below average and
where the industry should focus more attention: using data to
direct more tailored subscription activity and having a joined-

up strategy and user experience which pulls together print + digital into a seamless whole.
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The subscription activity map

Respondents were asked to score a range of 20 subscription activities and issues on a 1 to 10 grading in terms
of two factors:

e |IMPORTANCE: “How important are the following to your company?”

e  PROFICIENCY: “How proficient is your company in actually doing them?”

The scattergram below maps these activities according to these two scores with importance on the horizontal
axis (the further over to the right, the more important the activity is) and proficiency on the vertical axis (the
higher up the chart, the more proficient the company feels it is).

e The average importance score is 7.1 out of 10 ranging from a high of 9.2 for Customer Service down
to a low of 3.9 for Article Atomisation.

e The average proficiency score is significantly lower at 6.0: ranging from a high of 7.3 for Fast &
Faultless Delivery down to a low of 3.6 for Article Atomisation.

10.0 . . e ey
Subscription Activities & Issues
9.0
Average Importance

8.0
L>). ® Delivery _
e 70 Gifting Payment methods @
o . . ® ) @ Start & renew
S Cancellation ®  payment freq @ ® rdded value
&= Average Proficiency Free trials @ Content access
O 6.0 Price
E Ecommerce @ ?oyalty ® Data

Strategy: print + digital
5.0 Strategy: subs + retail @ @
. Personalisation
4.0 @® Membership
@ Atomisation
3.0
3.0 4.0 5.0 6.0 7.0 8.0 9.0 10.0
Importance
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High Priority + High Proficiency (top right quadrant)

Four activities stand out very clearly as being the most important in publishers’ eyes:

Customer service (9.2 importance)

“Fast problem resolution in Customer Service”
This is the real core of any subscriber service. Yet its solid 7.1 proficiency score underlines the fact that
customer service levels in many non-magazine operations (notably Amazon) continue to rise. Several
publishers are pushing beyond basic Customer Service into a deeper Customer Relationship Management
approach.

Low friction start-up & renewal (both 9.0 importance)

“Making starting upag$ fTenewiogl assubadascpopsi bhe.
Respondents feel that they are marginally better at starting subs than renewing them. While the proficiency
scores again are solid (6.8 and 7.0 respectively), slow first-issue delivery emerged as a growing irritation for
magazine consumersin lastyear’'s® Rei magi ni ng t lpea i Mpaogt.aPabiisies cleSiy do aot r
believe that making cancellation easy is such a priority (Low Friction Cancellation has a very low 5.7

Importance Score) even though this is an important demand from the consumer, as detailed in the

“Rei magining tlpe iMgogazi ne Subscr

”

Delivery (8.5 importance)

“Fast and faultless delivery of the publication.
Another core, hygiene area (this covers the delivery of both print and digital products) where the proficiency

score is 7.3 —the highest in the grading. Yet the interviews reveal a growing concern that in an Amazon world

of same-day delivery, the whole speed of the publishing business - in many different aspects and not just in the
physical delivery of print copies - is looking very slow and out-of-touch with consumer trends.

”

Payment Method Options (7.7 importance)

“Of fering a range of payment methods.
How users pay for their subscription is a big user issue as detailed in lastyear’'s® Rei magi ni ng t he Mag:
Subsdp t i report. Publishers regard Payment Method as more important than Payment Frequency (6.8) —

the reverse of what the consumer actually thinks.

Subs Added Value (7.6 importance)

“Adding value to the subscription in contrast to sing
Making a real distinction between the value of a subscription in comparison to a single copy purchase is seen

to be an important aim and one where the industry feels that it is making reasonable progress. Yet the

“Rei magining t lipe iMpogshaws thaeconSutndrssare mot convinced that publishers are

really delivering in this whole area.
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Low Friction Content Access (7.4 importance)

“Making the content package accessible and simple to
This is more of an issue for B2B publishers and for those with a strong digital dimension to their content

package. Publishers feel that they are making steady progress here, but still have some way to go.

Pricing Insight (7.4 importance)

“Our understanding of price elasticity.
Another key aspect of subscription marketing, but one where the proficiency score of 6.1 shows that
publishers do not feel as on top of this whole issue as they should be.

”

Gifting (7.1 importance)

“Of fering gift subscriptions.
Gifting is an important area, but more for Consumer than for B2B. Here publishers feel quite confident that
they are doing a good job with a proficiency score of 6.9.

”

High Priority + Lower Proficiency (bottom right quadrant)

Data usage (8.0 importance)

“Using data to difect subscription activity
This is a key development area where the industry clearly feels that it is under-performing. This under-
performance has two dimensions: not having the required data analysis tools and not having the simple staff
resources to use those tools to their full potential.

Print + Digital Strategy (7.6 importance)

“Having a +digithliapprodtic tpor iorutr audi ence activities.
This is seen to be the more important aspect of audience strategy, well ahead of having a joined-up Retail +
Subs strategy (which has only a 6.5 importance). Overall, publishers do not feel comfortable that they have
fully worked-out, holistic, joined-up audience strategies.

”

Lower Priority + High Proficiency (top left quadrant)

Payment Frequency Options (6.8 importance)

“Of fering a range of payment frequencies.
This is felt to be a less pressing issue than offering a range of Payment Methods, which has a 7.7 importance
score. It also has a slightly lower proficiency score (6.6).

”

Free Trials (6.1 importance)

“Using free trials as an entry into a paid subscripti
This area looks to be well down the publisher priority list, but for two key reasons. Firstly, free trials in some

form appear to be widely accepted already as an inevitable part of the modern subscriber acquisition process.
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Secondly, publishers feel that they are already managing this element of their marketing well with an above
average proficiency score of 6.2.

Low Friction Cancellation (5.7 importance)

“The subscriber’s ability to cancel easily.
Respondents clearly feel that this an area where they should not concede too much to their subscribers! It has

a relatively low importance score, but quite a high proficiency score (6.7) — publishers feel that they have

already given away too much! Yet this is very much out of touch with consumer sentiment: end-users see easy

stop/start as an absolute given in a modern RRM service, asis chartedinthe® Rei magi ni ng the Maga.
Subsdp t i report.

”

Lower Priority + Low Proficiency (bottom left quadrant)

Rewarding Loyalty (6.7 importance)

“Rewarding subscriber | oyalty through pricing and/ or
The industry remains very ambivalent about rewarding subscriber loyalty. On one hand, most publishers feel

that they should be rewarding loyalty; on the other hand, most also still operate financially successful pricing

models which actually penalise loyalty. Adding value seems to be the preferred route rather than discounting

prices. Yet this whole debate links into concerns about Pricing Insight (see above). This is another area where

the consumer has a much clearer and negative view: many are irritated by the gap between acquisition and

renewal prices (see“ Rei magi ni ng t lipet i Mpoglazi ne Subscr

Personalisation (6.7 importance)

“Personalising the whole subscription experience for
The personalisation of content, the user experience and customer service is one of the big issues of the

moment which comes strongly through the publisher interviews. Yet it receives a relatively low importance

score: it is on the “to do” list, but is relatively low down in terms of short-term priorities due to the complexity

of the task and the investment required to do it properly. Where publishers are applying themselves to this,

they do not feel that they are doing it very well with a low proficiency score (5.0).

Retail + Subs Strategy (6.5 importance)

“Having a holistic retail and subscription apprbact o our audi ence activities.
In terms of breaking down the silos to create holistic audience strategies, joining up retail & subscriptions is

much lower down the publisher priority list than stitching together print & digital — it has a much lower

importance score (6.5 as opposed to 7.6). It also has a lower proficiency score (5.1 as opposed to 5.5).

”

Ecommerce (6.3 importance)

“Ecommer coet:hesrelplriondguct s and services.
This is another area, like Personalisation and Membership Packages, which generates a great deal of interest in
the interviews, but which slips down the operational “to-do” list due to its complexity. It is also an area where
there are more B2B successes than in the Consumer sector.

”
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Micropayments

There is considerable industry
debate about pay-as-you-go
micropayment models. The
general publisher consensus is
that they are highly disruptive —
unpredictable, delivering low
return-on-investment and
undermining the “full fat”
subscription model. Yet they can
be used as a tactical tool in two
applications: (1) bringing in new,
low-commitment customers who
may not buy a full subscription
and (2) allowing committed
customers to top-up with
additional usage on top of their
core subscription.
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Two issues stand out with both low importance and low proficiency scores:

Article Atomisation (3.9 importance)

“Allowing access to individual articles within the isstie

This is simply not on the radar of most publishers, particularly in the Consumer sector.
Yet this issue is becoming more important in a slightly different context, as publishers
float chunks of free content on social media platforms as a means of engaging
prospects on the acquisition journey.

Membership Packages (5.5 importance)

“Building amembership package on top of the core subscriptién

In some ways, this has a surprisingly low importance score, given just how much the
topic is discussed at the moment. Yet the interviews highlight that this is a perplexing
area. Most of the publishers who have recently tried to create a membership scheme
have found it very difficult to get the package of benefits right, particularly the
Consumer companies, and to see a positive return-on-investment when they do. Some
companies are making a success of a membership model, more often in B2B than in
Consumer. Yet for most respondents, this is on the “to do” list rather than an
immediate priority. Unsurprisingly, it has a low proficiency score (4.0). Several
publishers are looking at a more modest route: linking together isolated rewards at
key points of the customer journey rather than trying to create a fully-blown
membership package.
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ACQUISITION

The ROLE OF SUBSCRIPTIONS section details why acquisition
activity still dominates publisher subscription marketing,
accounting for 69% of budgets and 66% of departmental time.
Yet there have been some massive changes in the whole area
of subscription acquisition.

Acquisition costs are rising, due in part to the longer and
more complex acquisition journey which involves multiple
contact points in the “warming up” process. This, in turn, has
led to the challenge of attribution — how to allocate the
impact of each channel in an objective assessment of return-
on-investment in marketing activity.

Acquisition

Acquisition activity has been spread more thinly across an
increasing range of fragmenting sources:

e  Social media and SEO/PPC have the highest publisher
usage levels.

e  Publishers’ own websites form the fastest growing
channel in terms of usage levels.

e  Other hot categories include lead generation,
telemarketing and live events.

Looking at where publishers allocate the final attributed sale, demonstrates the critical importance of digital
channels with publishers’ own websites accounting for 26% of Consumer and 23% of B2B acquisition volumes.
Yet print is still very important, with off-the-page and insert activity still accounting for 22% of Consumer and
8% of B2B volumes. Several other traditional channels are still holding their own: notably telemarketing, live
events and agents. It is direct mail which has been the biggest dropping source in recent years.

In terms of acquisition techniques, free trials have become the most widely used, while publishers have reined
in premiums, free gifts and heavy price discounting. Most publishers are adding value to their subscription
packages by offering additional products and services — special product offers and newsletters are by far the
most common.

There is still felt to be a great deal more potential growth left in gift subscriptions which account for 24% of
total Consumer subscription volumes.
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Acquisition costs: rising due to multiple-contacts.

The growth of low-cost, digital acquisition sources

initially helped to contain the relentless rise of Acquisition Costs
acquisition costs, even though they generated
relatively low volumes in comparison to more Compared to the previous 12 months, which best describes you
traditional sources such as direct mail. average acquisition costs on new subscribers?
Yet now several factors are at play and are driving up % °f_
acquisition costs as the +26 Net Score in the table Companies
shows. . . . Increasing 41%
e The decline of traditional sources which
used to generate significant volumes (e.g. Remaining steady 44%
direct mail, agents, Tesco Clubcard, etc.). )
e Dropping engagement and response rates in Reducing 15%
many channels. Total
e Theincreasing length and complexity of the
acquisition journey. Net Score (increasing minus reducing)

The growth of free trials, sampling, free

The Attribution Cha"enge engagement contacts (e.g. social media,

whitepapers, webinars, etc.) has resulted in a much

Attributing where a subscription has come from is a fundamental of longer and complicated “warming up” process
assessing return-on-investment and driving future marketing activity. before the paid conversion attempt is made. This
The contact which “closes the sale” is often given all the credit, yet has several practical impacts on the multiple-

the journey to that sale has become longer and more complicated contact “Acquisition Journey” / “Purchase

with many publishers reporting that 5+ contacts before a subscription Funnel”....

sale is made as being increasingly typical. Modelling attribution is

becoming a core function of the subscription department. Yet it is e Absorbs more subscription department time,
still largely based on the analysis of online contacts — offline activity money and creative thinking.

(e.g. in-magazine, direct mail, live events, ad hoc retail purchasing, e Drives up the costs of acquiring new subscribers.
etc.) are difficult to build into the model and, therefore, can be e Changes the nature of the subscription
undervalued or look very expensive in a CPA spreadsheet. Also, high department work with lead generation becoming a
engagement contacts which do not convert into an immediate sale core function.

(e.g. a social media presence) also tend to be underplayed. Despite e Makes attributing how the conversion was

all the science of data analysis, there is still a great deal of gut-feel actually made much more complex with multiple
and subjective judgement in constructing a subscription marketing contacts and multiple channels combining to
strategy. create the final sale (see box).
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Acq activity: increasing & fragmenting sources.

The chart below takes a range of current acquisition channels and maps two factors:
e Whether publishers are using the channel at all: “% Using” on the horizontal axis.
e Whether those usage levels are rising or falling: “% Using More” on the vertical axis.

Acquisition Source Usage
80 Average using
70 @ Own website (single)
@ Own website (multi) Lead gen (email)

60 Ll ® Ssocial media
(] @ SEO/PPC
el .
o 50 Telemarketing (outbound) @ @ Telemarketing (inbound)
E . @ Events
tén 40 Average using more @ Agents (digital)
‘»
D 30 @ 3! party websites
o\° @ Direct mail

20 @ Print pubs (3" party) @ Print pubs (own)

@ Lead gen (SMS) @ Lead gen (print) @ Agents (print)
10 @ Agents (retail packs)
0
0 20 40 60 80 100
% Using

Hot Sources: High Usage + Increasing (top right quadrant)
e  Two sources have the highest usage levels (98% using): Social media and SEO / PPC.
e The fastest growing channel in terms of usage levels is Own Website (single brand): the dedicated
single brand site for a specific magazine.
e Other hot categories include Lead Generation (email), Telemarketing (inbound / cross-sell), and
Events (exhibitions / shows).

Cooling Sources: High Usage but Slowing (bottom right quadrant)

e Dominant here is Print Publications (own): off-the-page, inserts & carrier sheets in a publisher’s own
magazines. This is still a massively important source with 97% of publishers using, but that usage is
slowing down.

e More specialist, but still significant is Agents (print subs): print subscription newsstands such as
ISUBSCRIBE, the WHSmith website, Tesco Clubcard. A lower 82% of publishers use and net usage is
actually dropping. Usage is more skewed to Consumer than B2B.
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Emerging Sources: Low Usage but Increasing (top left quadrant)
e  Own Website (multi): multi-title portfolio sites across a publisher’s total inventory.
e Telemarketing (outbound).
e Agents (digital): digital newsstands such as Readly and Zinio.

Cold Sources: Low Usage + Slowing (bottom left quadrant)

e  Direct Mail is still used by significant numbers of publishers (71%), but this is more skewed to B2B
than Consumer.

e  Print Publications (third party): off-the-page and inserts in other publications.

e The usage of Agents (retail packs) is in net decline and heavily skewed to Consumer.

e Lead Generation (print) is a limited channel and Lead Generation (SMS) has not fulfilled the promise
it once held as an acquisition channel.

e Third party websites: affiliates / partners / daily deals. These are polarised in terms of usage-
publishers tend to use them a lot or not at all; and usage is slowing down.
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Acq sources: digital important, but not dominant.

While the previous pages show the
usage levels of a range of channels,
this analysis demonstrates where
publishers say the final attributed
sales come from in terms of the
volume of subscriptions generated.

Publishers’ own websites form the
biggest channel (26% of Consumer
volumes and 23% of B2B volumes),
although this may simply be the “final
click” in a longer and more complex
acquisition process.

Subscriptions sourced from off-the-
page and insert activity in Print
Publications remains massively
important for Consumer publishers
(22%), but much less so for B2B (8%).
Yet both these figures are massively
down on the 2004 industry profile,
when in-magazine activity accounted
for 48% of Consumer volumes and
29% of B2B. While this “low hanging
fruit” remains a core source, its role
has reduced dramatically, creating a
major upward pressure on acquisition
costs.

mcustomer

direct

Acquisition Sources

Consumer

Print publications 22% 8%
Direct mail 4% 9%
Agents 7% 3%
Special events 7% 5%
Telemarketing 7% 11%
Own website: single brand site 15% 13%
Own website: multi-title portfolio site 11% 20%
3rd party websites / affiliates 6% 1%
Social media 3% 3%
Lead generation 9% 16%
Search engine marketing / PPC 9% 6%
Other 0% 5%
TOTAL 100% 100%

Lead Generation is becoming more important for both Consumer (9%) and B2B (16%), but is very B2B skewed.

An obvious change from the 2004 report is the growth in the range of digital channels which were simply not

being tracked as distinct sources twelve years ago.

Yet behind that major shift into digital, there are several traditional channels which have actually increased

their share over the twelve-year period: notably Telemarketing and Live Events. Agents have retained a
steady presence. Yet the big faller among the legacy sources is Direct Mail: this accounted for 14% of
Consumer volumes in 2004 and now stands at only 4%; the B2B drop is from 32% to 9%.
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Acq techniques: free trials coming to the fore.

The table shows which key techniques

are most commonly used in Acquisition Techniques
acquisition activity.

% who Ever % who Use

e Freeissues & free trial
periods are the most Use More
commonly used device and

) o ) Free issues/free trial periods 94 38
this usage is increasing
strongly. Premiums/free gifts 88 22
e Premiums & free gifts are a Heavy price discounts 86 26
staple tactic, but their usage
trend is the weakest as Prize draws/competitions 70 31

publishers rein in this activity;
as is the case with heavy price discounts

e  Prize draws & competitions have the lowest usage levels, but these are increasing strongly.

Added-value: special offers & newsletters lead.

More publishers are adding value to

the basic subscription package by Value Added Services
offering additional services.

% who Ever % who Use

There are two very widespread value-
adds: special product offers, exclusive

to subscribers (87% using), and Special product offers 87 33
subscriber newsletters (82%).

Use More

Subscriber newsletters 82 35

Secondary services are special reader
events (66%) and closed subscriber-

only areas on the magazine brand’s Closed subs-only areas on website 58 50
own website (58%).

Special reader events 66 44

Subscriber / membership clubs 51 67

Lagging someway behind, but growing strongly is the whole area of membership clubs. Yet as the
SUBSCRIPTION ACTIVITIES section highlights, this is a difficult service to get right and is the subject of a great
deal of industry debate currently: while “adding value” to the subscription package is seen as a priority, it is
also recognised that it is difficult to find “killer services” and that adding value can be very resource-hungry if
the quality and relevance of the services are to be maintained.
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Gift subscriptions: still potential growth left.

Virtually all the Consumer publishers report having some gift subscriptions in their audience files, but this
ranges from 1% up to 50% with the weighted average being 24%, which is significantly up on the 13% recorded
in the 2004 survey.

e Every publisher undertakes specific gift subscription promotions.
e 73% of gift subscriptions are sold during the Christmas period.

e The vast majority of publishers (88%) see potential growth for gift subscriptions for their own
company: 27% “a lot more growth” plus 61% “limited growth.”
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RETENTION

While acquisition activity still dominates the amount of time,
money and headspace allocated by subscription departments,
renewals are growing in importance, albeit a little more slowly
currently than in the past.

Renewal rates are rising strongly. This is being boosted in
Consumer by the increasing penetration of direct debits. Yet
there has also been a significant increase in the number of
renewal efforts.

In terms of renewal channels, emails have overtaken print
Retention letters in the level of usage, with self-service websites being
another growth area. Yet the trusty print letter remains the
bedrock of much renewal activity.

A much bigger issue is the fact that publishers continue to
penalise loyalty through their renewal pricing strategy, where
renewal price step-ups look to be becoming even more
aggressive.

Yet behind this detail, there is a more fundamental change taking place. This is the shift from a “renewals” to
a “retention” mentality. This is having a major impact in every area, including what “customer service”
actually means in practical terms.
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Key renewal factors

Renewal budget share:
growing steadily, but more slowly.

Over the longer term, there has been a significant

31% shift in the balance between acquisition and
retention activity. In 2004, the retention share of
The percentage of marketing budgets was 23%: this has risen to its
subscription budgets current 31%. In the shorter-term, that shift
allocated to retention continues, but at a slower, more steady rate with a
activity as opposed to solid +9 Net Score in terms of budget shift. For a
acquisition marketing. more detailed review of this trend and its

implications, see the ROLE OF SUBSCRIPTIONS section.

Renewal rates:
rising strongly, driven by more activity.

There is currently a strong increase in renewal rates. In
Consumer, this has been boosted by the increasing penetration of
direct debits. Yet overall, there has also been a significant
increase in the number of renewal efforts (see below). Also, see
the ROLE OF SUBSCRIPTIONS section for more detail.

Renewal efforts:
increasing markedly in number.

The standard number of renewal efforts, as reported by the
leading fulfilment bureaux is 5 for Consumer and 8 for B2B. In
Consumer, the range of efforts stretches from 1 up to 10. In B2B,
the range is from 3 up to 11.
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Renewal Budget Trend

Is the proportion of your subs budget that is
devoted to renewal activity growing?

Growing 20%
Holding steady 69%
Reducing 11%
Total 100%
Net Score (growing minus reducing) ]

Renewal Rate Trend

What best describes your renewal rates
compared to 12 months ago?

Rising 22%
Holding steady 70%
Falling 8%
Total 100%
Net Score (rising minus falling) 14

Renewal Effort Trend

How many renewal efforts do you currently have?

More than in the past 32%
About the same 49%
Less than in the past 19%
Total 100%
Net Score (more minus less) 13
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Renewal channels: emails overtaking letters

Emails have overtaken print letters as
the most widely used renewal channel
with usage levels continuing to grow very
strongly. Yet print letters remain the Channel
bedrock of most publishers’ activity.

Renewal Channels

% who % who
Ever Use Use More

Emails 89 76

The self-service website is another fast- ~ Print letters mailed separately 84 16

growing channel which is now used by Website 76 57

o .

76% of publishers. Telemarketing 71 26

Lo Carrier sheet: fi ipti i 68 12
Telemarketing is a mature and arrier sheets/cover wraps for subscription copies

established technique which is still Print letters inserted into subscription copies 34 15

growing in its usage, albeit slowly. It also

tends to be used more tactically and selectively in the renewal process.

Overall, carrier sheets and inserted letters are actually dropping in terms of their net usage with the latter
being a very limited channel with only 34% of publishers using.

Renewal pricing: still penalising loyalty.

The MAKING SUBSCRIBERS PAY section of this report digs into the whole issue of subscription pricing in more
detail. Essentially, publishers are still aggressively pricing intro offers, but are firming up prices at renewal
more assertively than in the past. This overall pricing strategy is simply confirming one of the fundamental
criticisms of magazine marketing — that its business model is built around penalising loyalty rather than

rewarding it.

From “Renewals” to “Retention”

A fundamental shift, outlined in more detail in the ROLE OF
SUBSCRIPTIONS section, is the trend away from a “renewal cycle”
mentality, where the focus is on extending a contract which is built
around a set term, and towards a “retention” approach: this is based
on a more open-ended customer journey, where the overall, ongoing
customer experience is central. This is linked to another change:
moving from a traditional “Customer Service” mentality, which is
dominated by responding to service problems and failures, to a more
proactive “Customer Relationship Management” approach.

PPA - Subscription Futures 2016

In terms of varying the renewal price through the
renewal process, the majority of publishers (69%)
keep their prices steady all the way through the
series, while 28% raise the price later in the series,
so rewarding an early response. Only 3% take the
dangerous route of cutting the price later in the
renewal process, which runs the risk of making
subscribers wait for the publisher’s “best offer”.
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MAKING SUBSCRIBERS PAY

The mechanics of how and how much subscribers pay for their
subscription is no longer a “back-end” admin issue, but is
central to the marketing “front-end”. It is also an area of the
subscription business which has seen some of the most major
changes over the last few years.

There appears to be more stability in overall pricing strategy
currently, as publishers seem more settled as to what their
models are. Yet where there is a shift, it is towards deeper
price discounting. Looking at pricing flow through the
subscription relationship, it is clear that publishers are
continuing to penalise loyalty by stepping up renewal prices
above acquisition offers.

Making subscribers pay

The analysis of payment method shows the growth of direct
debit at the expense of credit card and the ongoing decline of
cheque & cash. Itisin payment frequency where most
experimentation is taking place with the big issue being the
overall, lifetime-value impact of rolling, open-ended monthly
deductions, which have become the norm in many other
sectors.

Yet the biggest question remains whether and how to change the industry’s core business model which is to
penalise loyalty through its pricing strategy.
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Overall pricing strategy: more stability.

There is much more stability in pricing
strategy currently (with 62% not changing

General Subscription Pricing Strategy

their approach) than back in 2004 when Compared to the previous 12 months,
there was clea r|y a |Ot Of expe rimentation where are you generally pitching your subscription prices?
going on. Yet where there is change, it is 2004 2016 Change

more likely to be in the direction of

A . . . Discounting more 29% 24% -5%

deeper price discounts, resulting in a Net
Score of +10 No change 44% 62% 18%
Discounting less 27% 14% -13%

Total 100% 100%

Net Score (more minus less) 2 10

Pricing flow: still penalising loyalty.

The Pricing Flow chart shows the broad
strategy at acquisition and renewal:
e  ACQUISITION. The vast majority
of publishers (80%) set their

IntrOdUCtorY/ v bUSIness prlce e I 17%
at below retail cover price, with

Consumer discounting more
heavily than B2B.

e RENEWAL. Then at renewal, 66%
are starting to lever their prices Renewal vs Intro 28% g%
up: this figure is much higher
than the 48% seen in 2004. B Higher  Same M Lower

Publishers are still aggressively
pricing intro offers, but are stepping up prices at renewal more than in the past.

Pricing Flow

Yet this overall pricing strategy is simply confirming one of the most fundamental criticisms of magazine
marketing — that its business model is built around penalising loyalty rather than rewarding it.

Generally, there is a strategic publisher aim to make end-users pay more for content and a real drive to
leverage more revenue-per-user. Yet the question is whether this should be built around deepening the
subscription service through the customer journey rather than simply charging more for the same thing at
renewal time.
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It is in the area of how people pay for their subscription where some of the most far-reaching changes have

taken place over the last few years.....

Payment method: direct debit dominates.

Consumer

Consumer publishing is dominated by Direct Debit
which now accounts for 54% of total subscriber
records, up from 34% in 2004. Yet there are signs
that its growth is slowing or, in some instances,
levelling off. Also, the penetration of DD varies
from publisher to publisher. The most DD-skewed
Consumer publisher reports that 84% of its file is
now DD, while the lowest figure is 25%.

Credit card (one off payment). This was the
leading payment method in 2004 (36%), but has
slipped back markedly into second place (29%) and
its usage continues to fall as DD grows. CCCA

Payment Method: Consumer

Direct debit | e
Credit card (one-off payment) | —

Continuous credit card authority |

Cheque / cash / postal order | —

Standing order

Pay Pal / other epayment

11

Bill-me later / corporate
0% 10% 20% 30% 40% 50% 60%

M 2004 ®2016

(continuous credit card authority) is growing, but from a small base.

Cheque / Cash / Postal order. This shows by far the biggest shift between 2004 and 2016, plummeting from a
25% share to only 6% currently. Yet it still represents a live payment channel which has to be served for the
foreseeable future. Three consumer publishers report that over 20% of their subscription files are still using

this method.

PayPal and epayments are growing from a small base with just over 70% of publishers using this method at
the moment. Where publishers are focused on it, growth is very fast with one Consumer publisher reporting

that 25% of its file is using this method.

B2B

B2B has a very different payment profile to
Consumer, yet with some trends which are actually
very similar. Direct Debit, as in Consumer, has
become the leading payment method, growing
from a 13% share in 2004 to its current 24%, but it
does not dominate in the way that it does in
Consumer. Instead, DD competes with bill-me
later / corporate subs, which have grown from
13% to 22%. Asin Consumer, credit card (one-off

PPA — Subscription Futures 2016

Payment Method: B2B

Direct debit | —
Credit card (one-off payment) [ —
Continuous credit card authority |
Cheque / cash / postal order [ —
Standing order fy
Pay Pal / other epayment puy
Bill-me later / corporate | —
0% 10% 20% 30% 40% 50% 60%

H2004 H2016
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payments) have lost share while continuous credit card authority has grown to its current 11% share — bigger
than the more modest 6% share seen in Consumer.

Standing orders still have a limited role in B2B, but it is very polarised, either with zero or significant usage —
three B2B publishers report 30%+ standing order penetration figures which are holding steady in terms of their
share.

Consumer Compared with B2B Payment Method Profile: 2016

The current payment profiles of Consumer and B2B

. P t Method C B2B
are shown in the table..... i onsumer

Cheque / cash / postal order 6% 16%
Credit card (one-off payment) 29% 20%
Continuous credit card authority 6% 11%
Standing order 1% 3%
Direct debit 54% 24%
Pay Pal / other epayment 3% 4%
Bill-me later / corporate 1% 22%
Total 100% 100%

Source: Major Bureaux
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Payment frequency: annual still the start-point.

Consumer

The 1 year frequency used to dominate Consumer
subscription marketing back in 2004, accounting for
68% of all subscription records. This share has
dropped to 45% currently: still the biggest
frequency category, but not as dominant as it once
was.
e Two other frequencies have lost share: 3
months and 3+ years.
e The big growth frequency is 6 months: up
from 8% to its current 29%. A much
smaller grower is 2 years.

Payment Frequency: Consumer

Open-ended monthly gy
3months [—
smonths | —
tyear | —
2 years -
3 years + r
0% 10% 20% 30% 40% 50% 60% 70% 80%

H 2004 ®2016

e Asignificant new frequency is the open-ended, auto -renewing, monthly payment used by companies
like Amazon and Apple. This simply did not exist in magazines back in 2004, but now accounts for a

modest, but growing 5%.

B2B

The 1 year frequency also used to dominate B2B,
but more so than even in Consumer with a 73%
share in 2004. This has dropped dramatically to its
current 4% share, partly as a result of the growth
of site licences. Yet how that share has shifted is
quite different to Consumer with major growth in
the low commitment monthly (21%) and 3 months
(25%) at the same times as into the higher
commitment 2 years.
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Payment Frequency: B2B

Open-ended monthly —

3 months —
6 months ‘
1year —
2years | —
3years + F
0% 10% 20% 30% 40% 50% 60% 70% 80%
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Consumer compared with B2B

The current profiles of Consumer and B2B are shown
in the table.....

Payment Frequency Profile: 2016

Does frequency affect renewals?

The general opinion is that higher-frequency / lower-commitment
payments improve conversion rates at acquisition, but increase
attrition rates over the subscription lifetime. Yet surprisingly little
testing and modelling appears to have been undertaken. Where tests
have been run, the results are often very mixed and seem to vary
markedly by brand and by audience. Lastyear's® Re i mgtha n i
Magazi ne Stedorssbowedphat manyicénsumers still
prefer a traditional annual subscription, but most would like to be
able to choose their payment frequency. What is clear is that there is
a great deal of publisher experimentation going on currently. As an
example, one publisher has been testing (with some success) a higher
per-copy price on a shorter term — trading off one commitment
against another. The only answer — as always! —is to test.....
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Payment Frequncy Consumer B2B
Open-ended monthly 5% 21%
3 months 12% 26%
6 months 29% 14%
1 year 45% 4%
2 years 7% 30%
3 years + 2% 5%
Total 100% 100%

Source: Major Bureaux
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THE DIGITAL DIMENSION

“Digital” is a big word which now covers so many different
dimensions of the day-to-day activity of every subscription
operation. Go back a few years, and for many companies
digital primarily meant content delivery and digital
developments were hot-housed in separate silos in the
organisation.

Now, digital has rippled through the whole organisation and is
no longer seen as a separate activity, but is being integrated
into every department. However, B2B publishers are
generally well in advance of Consumer in achieving all this.

This digital integration has a range of impacts across....

e  The staff skills & experience required.

e How the organisation is structured.

e The tech platforms required to make it all happen,
especially in automating marketing activity and processes.

The digital dimension

There is also a real problem in data-overload, in terms of
being able to analyse and action the torrent of customer
insights being produced.

Yet the big philosophical question for Consumer publishers is what is their equivalent of the B2B workflow
tool: how to embed content into the minds and devices of end-users? That is what drives the whole Amazon
operation and is what lies behind its subscription mechanic, Amazon Prime.
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Digital applications: now in every aspect of subs.

Publishers gave scores on a scale of 1 to 10 for how important digital channels are in a range of subscription
activities....

Digital Applications: Importance Scores

Promotions and new customer acquisition _ 355
7.7
Ongoing communication with existing customers — 89
8.1
L 7.6

H B2B H Consumer

For Consumer companies, it is promotions which form the leading application of digital. This is also important
for B2B, but less than ongoing comms and the delivery of the core content package — two areas where
Consumer is lagging well behind B2B.

The lowest scores for both B2B and Consumer are

in customer insight, where it is clear that a number
The TeCh Gap of magazine publishers are struggling to gain real
Under half of the respondents feel that they have the necessary tech traction from the torrent of data being produced.
tools: only 46% “have confidence that the tech platforms we use will
be able to support our marketing plans.” This lack of confidence The overall impression is that B2B publishers have
covers both in-house systems and those of external service providers, a much more balanced range of applications than
particularly fulfilment bureaux (see the EXTERNAL SERVICES section). Consumer and that digital is more fully integrated

into a wider range of activities and business

processes.
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Digital content: email newsletters lead.

Zooming in on digital elements which are used in the content package of publisher subscriptions....

Digital Content: Activities in Use

Email newsletters

Ecommerce (selling related products & services)
Digital editions (issue based magazine replica)
Branded social media presence

Apps/stand alone digital products

Online audio/video content

Archive material

Access to subscriber-only information on website

PDF whitepapers/downloadable resources

Workflow tools/data products and services

B Using Now Plan to Use B No Plan to Use

The leading element of a digital package is email newsletters with 87% currently using and with another 10%
planning to use.

Ecommerce comes in second place (82% using). Then two activities tie in third (79% using): digital editions
(although these are more biased to Consumer than B2B) and a branded social media presence.

One area stands out with a very high “plan to” score: access to subscriber-only information on the brand
website. This is clearly on many companies’ “to do” list.

The lowest-ranked activity is workflow tools, but mainly because this is almost exclusively the domain of B2B
publishers. Many Consumer companies are trying to work out what the consumer equivalent of a B2B
workflow tool looks like, as embedding consumer content into the lives and devices of readers is the prime
challenge of the digital, Amazon world.
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EXTERNAL SERVICES

Publishers have always used a range of external services to
support their subscription activities: by far the most common
are telemarketing agencies and fulfilment bureaux. Yet
Search is also becoming very widespread.

Many publishers go in cycles through the long-term, often
flipping back and forth between outsourcing and pulling back
in-house, dependent on the business priorities at the time.

A key area of change for the bureaux is how the channels for
customer service contact are shifting, which provides an
ongoing challenge for them in terms of staffing, structure and
tech investment.

Indeed, the whole area of tech has become a major (and very
contentious) issue between publishers and bureaux; especially
External services as there appear to be several service providers outside the
traditional bureau market who claim to be able to deliver the
tech support that publishers want.

The bureaux response is a challenging one: that many
publishers simply do not have the commitment, financial resources or scale to fund their subscription
aspirations.
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External services: fulfilment & telemarketing lead.

Use of External Services: % Using

77%
Fufiiment I 76%

Telemarketing

Search (SEO / PPC) I 60%
Ecommerce / transactional support I 50%
Website design IIII———— 50%
Database NN 43%
Creative IIININNNN—— 43%
Lettershop IS 30%
Marketing consultancy I 20%
Technical/IT support N 13%
Data protection NN 13%

The biggest area of outsourcing is telemarketing, more for tactical outbound campaigns rather than inbound
work.

Close behind is fulfilment: 76% of the sample use an external fulfiiment bureau. The remaining 24% handle
their fulfilment in-house: of those, two thirds use a bespoke package which has been built specifically for them,
while two thirds are using off-the-shelf packages.

It is clear that many publishers go in cycles through the long-term: outsourcing initially to learn about an area;
then pulling in-house when the business hits a level of scale: and then outsourcing again when in-house

experience has been lost or when significant investment is required (usually in tech); and so on.....

An area where many publishers appear to feel exposed is in data protection, but where only a few companies
are seeking external help.
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Fulfilment bureaux: publishers’ very mixed views.

Ten bureaux were mentioned in the responses. When asked to score the level of satisfaction with their
bureau’s service on a scale of 1 to 10, the average was a solid, but rather luke-warm 6.1, with scores ranging
from a low of 4 up to a high of 9.

Bureau improvements wanted

Bureau users were asked what were the biggest improvements which could be made to their bureau’s service.

The overwhelming response revolves around tech capability, and the difficulty that some bureaux seem to be
having in upgrading their legacy, print-driven software for a faster-moving digital world. There are repeated
mentions of:
e  Faster and smarter website design.
e Supporting publishers’” ecommerce activities, especially in multi-product baskets and a wider range of
payment methods.
e  Smarter reporting.

Other comments include:
e  More proactive account management of the publisher’s business needs.
e  Better quality of staff.
e More open, transparent and accountable company culture.
e  More flexibility and faster response times.
e  Specific concerns about Customer Service: quality of staff and depth of knowledge about publishers’
products

aThar businesses still seem firmly rootieca printonly world That is not just about
technology and systems, but is also about processes, attitudes and speed of response. In

short, agility and transparenap an industryw h i ¢ h , as far as we’' re oI
very quickly and very firmly digitéitst.€

GThey simply do not have the calibre of staff required to help us across the range of issues

we are facing as a compasy.

6At the end of t hemedSeryice andiookmg aftdr dur sabsaniherts. IfCu s t

we coulddot hat our sel ves, we wo-offfbetweenc&band | suppos
qguality, but that do&sn’t stop it being frus
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Fulfilment bureaux: changing CS channels

The four major bureaux were asked what

proportion of their Customer Service Customer Service Contact Channel: 2016

contacts came through a range of

channels. Channel Consumer B2B

There is a clear and ongoing shift out of Letter 11% 9%

letter and phone and into email, self- Email 34% 47%

service websites and live chat & social

platforms. Phone 36% 27%
3 . . 0, 0,

These shifts are putting pressure on the Self-service website 17% 14%

bureaux to adapt, particularly in the areas  Ljve chat / Twitter / Facebook 2% 3%

of staff skills, CS department structure and

tech capability. Total 100% 100%

Source: Major Bureaux

Fulfilment bureaux: their own view of the future.

The bureaux were asked what they saw as the biggest opportunities and challenges facing their own
companies over the next 2-3 years....

Bureaux opportunities

Looking to the context of the broader environment, there is optimism that the emergence of a “subscription
economy” will help to drive the whole industry ahead more dynamically.

There is an intention to use the technology that they have invested in to (1) streamline internal processes, (2)
reduce costs and (3) exploit marketing opportunities. Specific opportunities mentioned were:
e Interfacing with the increasing range of partners that publishers have tied up deals and cooperative
activity with.
o Developing smartphone solutions.
e Developing a wider range of payment types and ewallet applications.
e  Providing a more dynamic and flexible approach to customer interaction.

A repeated aim is to expand their client bases:
e OQutside traditional publishing, which one bureau described as “contracting, highly pressured,
uncertain and low margin,” into other subscription-based sectors.
e OQutside traditional fulfilment into the delivery of content.
e QOutside the UK into more overseas markets.
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Bureaux challenges

There are concerns about the decline in print magazine subscription volumes, rising print & distribution costs
and publishers’ own ability to keep pace with accelerating change in the marketplace.

There is clear frustration that what publishers want to achieve requires more investment and greater scale in
terms of file sizes than most are able to deliver.

There is also irritation that the core bureau business is being eroded at both ends by new entrants trying to
cherry-pick: by mailing houses taking on basic fulfilment tasks and by billing platform providers competing for
the top-end database and tech applications.

da t ' very well fo look at Amazon, Spotify, LinkedIn and Apple abat the new

standardsin automated marketing, payment options and customer service should look like.
But those companies have massive scale and are investing for theslomg Publishers

want all the bells and whistles, but cannot afford them.

OWearei nvesting in technology...all the ti me.
a publishing business which is continually tryingrige down the cost of subscriptio
management andulfilment-we areb e i ng p r dosrene fordeds Als@ the bureau

is rarely seen as a true partn@roactively adding value to the ongoingogrth of the

subscription marketyut instead as a commoditiseahd ultimately expendable serviée.

GTher e ar e Bmpene ss @x w sdaftWacetsdiudomndut there at the moment.
They promise a lot and cannot always deliver, especially across the full range of services that

a mainstream bur eau-p bt k alingately thréatening thdhcere r “ c her

bureau modek
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THE FUTURE OF SUBSCRIPTIONS

Back in 2004, the industry was starting to experiment with
digital in all its manifestations. This was seen to be the main
opportunity for the immediate future in the face of a retail
channel which was coming under real pressure. Since then,
the retail challenges have simply increased, but the
application of digital has turned out to be much more
complicated and problematic than was originally envisaged.
Yet it still holds the biggest potential opportunities for the
subscription.

Twelve years ago, the biggest threat was seen to be the cost
and quality of the Royal Mail postal service. RM’s costs
remain an issue, but have reduced in their significance,
receding behind the intense competition for subscribers’ time
and money, internal company budget constraints and the
growing concern that the publishing industry is simply getting
left behind in the increasing technical sophistication of other
service providers such as Amazon, who are flexing and
tailoring their service offers at a speed that leaves most
publishers breathless.

The future of subscriptions

What is also clear is that B2B and Consumer have moved in
different directions between 2004 and 2016. B2B, where it can, has gone multi-user and has developed
workflow tools which are embedded in the working lives of its customers and for which users will pay much
more than for a traditional magazine subscription. By contrast, Consumer publishers are struggling to find a
parallel route which leverages more value from a subscriber and which embeds its brand in the lives and minds
of readers.

The big question for all publishers, both B2B and Consumer, is whether they are up to the challenge of
competing in an Amazon world? Do publishers have the scale and resources to slug it out in a marketplace
which has become much more tech-driven than could have been foreseen twelve years ago? To quote a

publishing CEO in the most recent® P u b | i s h isangy: FuK SIf e 02YSa G2 GSOKyAOI ¢t
A0 dlARS odzi GKS o6fdzyd NBFEAGE Aa GKFG 656 aBldaQi |(y2e ¢
very different set of core skills. We arecantentO2 YLI ye&> y2i I GSOK O2YLJ}l yeé o¢

If it is tech that keeps CEOs awake at night, then what worries audience executives is organisation: how to
apply the talent and knowledge already within the company to best effect? The immediate future of magazine
subscription marketing lies in finding real answers to both these questions.

Yet what shines through the whole report is the fact that there is no shortage of ideas and creativity in the
industry, in terms of both content delivery and marketing. There may be some skills gaps to fill and tech
challenges to resolve, but the industry is becoming increasingly agile, fast-moving and savvy; driven on by
committed subscription professionals who feel passionately about the industry in which they work.
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Looking to the next-3 years, what do you think are the greatest OPPORTUNITIES and BARRIERS facing your

own company in developing subscriptions?

Opportunities

There are some major differences between the
B2B and Consumer markets.

In B2B, there are two critical trends at play, where
most respondents see more potential for growth
in the future:
e  The shift from individual subscriptions to
site licences / multi-user subscriptions.
e The development away from issue-based
magazines, in whatever format, to
dynamic, digital workflow tools.

In Consumer, the stress is more on managing
several parallel channels (retail versus
subscriptions; free versus paid; print versus digital)
into a more joined-up and holistic audience
strategy. To achieve that creatively is seen to offer
real long-term potential. Behind this more
balanced approach also lies a budget shift out of
retail and into subscriptions as retail space comes
under greater pressure.

Yet behind these differences lie several common
threads which run through both B2B and
Consumer, the key one being the drive to upsell
existing subscribers into a bigger, deeper
relationship via various means:
e Combining print and digital into more
complex and layered content packages.
o Developing ecommerce platforms to sell
more products and services on top of the
core content subscription.

Opportunities

6Subscriptions argoing to be a key driver of the growth for our
brands across both print and digita$ we migrate our customers intc
higher value propositions.

aWe've grown our subscriptiorfer each of the past three years by
focusing on digital, emtrpriseled subsdptions. Thidas totally
transformed our business. We are stilbi growth phase, with a
numberof markets where we can increase our penetration, and a
number of core customers whose spend we can grow. Once we've
done that, we need to look at productwidopment and membership
offers. We are a higvalue subscription business (averaghj000
per sub), save areconstantly evolving the product to maat needs

oOur future is all about leveraging the impact of key activities acrot
our portfolio ofbrands. Data and customer insight is central to that
and that means developing some more hadbed key performance
indicators across all our titles. Other key leverage points are a mo
centralised and consistent approach to customer service; betégyeus
of our inhouse subscription software; new developments such a
membership club and more usage of live evénts.

AWe are refocusing back on print and extending its life as digital is
simply not coming on stream fast enough.

dWe are moving out gbrint as fast as we can, but combining print
and digital into a single subscription is proving to be quite a challer
in terms of marketing, pricinct
moneyg

&We must make more of the assets which we often undeezahat
includes customer service and the trust and value that comes with
brandsé

e Using data to drive a more personalised and automated relationship which embraces both content

delivery and ongoing marketing comms.

e Creating added-value membership packages, which increasingly include live events.
e  Focusing more on retention and identifying what creates the glue of a committed relationship.
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Central to all this is more sophisticated and automated customer insight, from both transactional data and
behavioural research. That, in turn, leads into a more joined-up approach to customer service, moving from
problem-solving CS to more proactive CRM.

Yet all this is founded on a growing recognition from senior management that more focus needs to be given to
audience development, both in terms of resource and budgets.

There is a range of very specific opportunities which are mentioned:

Free / low-price trials and sampling periods.

More varied payment models, especially testing higher-frequency, open-ended mechanisms.

More sophisticated price testing.

Social media to build profile and to generate leads for conversion.

More use of telemarketing, especially at conversion and retention points.

Working more in partnerships to develop the bigger opportunities more quickly: that means working
with other publishers as well as with advertisers / brand owners / retailers.

Making more of digital editions which have not yet delivered the value they once promised — this is
more of a Consumer issue, than B2B where the potential of digital editions is seen to be much more
limited.

A strong flow of new products, in both print and digital formats, which provide real excitement, value
and new revenue opportunities.

Changing fulfilment bureau!
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Barriers

The three biggest barriers to subscription growth
are felt to be external competition, the lack of
internal company commitment to audience
development and limited tech capability......

External competition. For B2B publishers, this is
all about the wide availability of free content
online and how this is undermining the paid
subscription. This is also the case for Consumer
publishers, but free print magazines are a key issue
as are localised price wars between publishers in
specific markets. There is also felt to be a growing
consumer resistance to the commitment of a
subscription as readers become increasingly value-
conscious, have less time to read and are showing
less brand loyalty.

Internal company commitment. This has three
overlapping dimensions:

e Asimple lack of understanding and
knowledge about what is really involved in
audience development — the processes
involved and the long-term investment
required.

o Alack of focus from senior management
who are having to juggle too many issues
at the same time.

e Alack of willingness and/or ability to fund
what needs to be done to grow audience
in the way and at the speed required by
the business. Demanding internal volume
targets, increased margins and speed of
break-even are all pressures quoted by
respondents.

While there is a recognition of the commercial
realities of running a company in the current
climate, there is a strong feeling about senior
management constantly “moving the goalposts” or
wanting to “have their cake and eat it.”
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Barriers

GThere is a redack of understanding in our company about what is
reallyinvolved in delivering the audience strategy that the business
says that it wants.”’

oOur response ratesre dropping and our costs afecreasing.
Meanwhile our retail sales are fallirgtoo quickly for us to replace
with subscriptions. And at the same time, we need to be investing
the tech to make our next generation of subs marketing actually
happen. There are just too many thinggppening at once!

AWe need to lok after our current customer base better rather than
pushing for rapid growth in our file size all the time. | know that we
should spending more time on retention, but it keeps slipping dowt
the priority list. The gneth of direct debits in our file has actually
taken the pressure of our developing a better retention strategy. Y
DD penetration will plateau and we need more sophisticated
retention activity in place before that happeés.

oNeeding to produce a praofi the firg year for each new subscriber
is a real constraing.

dadentifying and attracting new audiences to our niche titfea
growing challenge Our prospect pool just seems to be shrinkéng.

oWhen we find something that works, we tend to thraistiitil it
doesn’t anymor e! We are over.
overrelianton telemarketingg

AWe are deligring a huge technology project at the mome@ince
thisis complete, we will have thability to review all our technology
systems affecting subscriptions (email platform, subscription
platform, CRM database, ahadics platform, etc). This is an
opportunity, but ould also provide a distraction and is already badl
behind schedulé.

oWe urgently ned to combine digital and print products better. We
know what we have to do, but
resources to execute everything we want to”do!

aTrying to damore with lesss where we are at the momeait.

dWhat | want to know moré¢han anything else is how to structure m
department. | can sedever marketing all around meand we copy
what other people are doing all the time! Yeto doeswhat is what
keeps me awake at night at the moment.
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e The staff skills & headcount needed to put all the plans into action.
e The organisational structure required to gain real traction across an increasing range of channels.

e Theinvestment in tech (see below).

Tech capability. There is a growing frustration that the tech platforms required to drive increasingly
sophisticated content delivery and marketing are simply not good enough, whether they are in-house systems
or from external suppliers, such as fulfilment bureaux. The practical issues include multi-product baskets,
automation of marketing comms (especially via email), a wider range of payment methods & frequencies and
faster website development. The increasing complexity of digital subscription marketing is also raising the
practical issue of attribution which is a growing concern for many publishers as they try to track prospects

across the acquisition journey.

Four key challenges

Running through the review of the magazine subscription in last year’s
“Rei magi ni ngS utbhsec rkpapetaiezeifontenajor challenges
from end-users. These remain as issues for all subscription operations:

Balancing Retro and Relic

The retro theme that runs through much current publisher practice is
attractive to many consumers, but looks outdated to others. Developing the
future while leveraging the past is a difficult balancing act: walking the
tightrope between retro and relic.

The smartphone opportunity

Increasingly, the smartphone is the access point into consumers’ lives. The
opportunity is much more than simply delivering mobile-optimised content to
a small screen - a challenge in itself — but should be built around developing a
complete marketing and comms strategy based on the phone being the
consumers’ prime tool and on social platforms being the dominant access
point.

The loyalty time-bomb

Traditionally, publishers have penalised loyal subscribers at renewal. That is a
valid model, but one that consumers are becoming more irritated by and one
that works in the opposite direction to the idea of “membership”. Sorting out
that conflict is a major issue, yet this survey shows that the current practice is
becoming even more entrenched.

Breaking through the noise

The background noise of the humming digital world means that the magazine
brands are in danger of being drowned out. How does the industry break
through the static? More cross-publisher cooperation in promotions and
technology? More radical partnerships with other service providers?

PPA — Subscription Futures 2016

Other issues include.....

e Rising back-end costs, which range
from Royal Mail postage through fulfilment
bureau charges and on to rising staff,
paper and office space costs.

e Rising front-end costs, principally
acquisition costs. For some publishers, this
is linked to increasingly limited prospect
pools; while other publishers seem
overwhelmed by the sheer size of the
prospect pool that social media, in
particular, are opening up — although
converting these leads into subscriptions
has significant added costs.

e The required shift of emphasis from
acquisition to retention is not happening
quickly enough.

e Data protection & privacy issues do not
feature strongly at all in terms of the
number of publishers talking about them.
Yet for those respondents who do mention
them, it is a major concern as to where
future legislation may go, what consumer
attitudes might develop and whether their
own company is sufficiently compliant now
or thinking ahead to the future.
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Practical suggestions

Take everything apart & reassemble it

Most of the elements required for the new subscription marketing plan already exist, but (1) they may not be
working at their optimum and (2) they may be whirring away in their own silo and are not joined up to each
other properly: for example, print & digital platforms or the newsstand & subscription channels. Taking
everything to pieces, figuring out how it works, servicing it and putting it back together again in a new
configuration is often what is required.....but always taking care to value and nurture what is already working
and to understand why it does.

Build backwards from the end-user

Every publishing company claims to be “audience-driven”, but very few really are in practice. Building
subscription packages and offers around what the end-user actually wants, demands deep insight and long-
term commitment. It also requires sophisticated marketing automation to deliver a truly personalised
customer experience. And at some stage, you will have to stop bolting things on and undertake a complete
rebuild from the end-user backwards.....but do not necessarily give them everything they want (or think that
they want) — you might not be able to afford it! And be careful to avoid complexity and over-engineering.

Follow the global trends

The balance is shifting in most subscription operations in three key areas: (1) from acquisition to renewal, (2)
from renewal cycles to ongoing retention activity and (3) from Customer Service to Customer Relationship
Management.....work out how each one applies in your own organisation.

Work out your own list of priorities

The industry has identified four activities which are core, high-priority “givens”: (1) customer service, (2) low
friction subs start-up, (3) low friction renewal and (4) fast & faultless delivery via every channel. The industry
has also listed worrying “proficiency gaps” where it must do better: two key areas are (1) using data to drive
practical activity and (2) having a more holistic audience strategy which pulls print & digital together more
closely.....list the GIVENS and GAPS for your own organisation, work out a more strategic action plan and
prioritise ruthlessly — what is going to make a real difference? Sometimes, “doing fewer things better” is
preferable to trying to do everything at once.

Constantly review your own organisation

Break down silos, review the way you are doing things, assess the skills required, look at the department
structure (without being over-structured) and adjust where necessary without pursuing change for change’s
sake.....everyone wants a bigger headcount, but there are always improvements to be made by making more
of what you already have. And cutting down on the amount of forecasting and reporting would be a good
place to start!
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Build partnerships

The scale of both the opportunities and challenges are too big for most publishers to make progress quickly
enough on their own. Cooperation and partnering — with other publishers, but also with other complementary
companies — are fundamental to the subscription future.....but watch out - partners can also be competitors
and vice-versa.

Watch Amazon and retail

It is tempting just to track what the immediate publishing competition is up to — that is still essential, but is no
longer enough. Amazon remains the envelope-pushing standard-setter; and the leading bricks & mortar
retailers are developing more cautious, but equally clever multi-channel strategies — they can be copied and
perhaps also partnered with......but do not replicate them unquestioningly — often they make mistakes and
sometimes they may be going to places where you cannot afford to follow.

Remember the ticking time-bombs

There are two massive issues which can seem too big to tackle, but they underpin all future subscription
activity: (1) working out how to reward subscriber loyalty cost-effectively and (2) responding to changing Data
Protection legislation and emerging consumer attitudes to privacy....these are simply too big to ignore.

Develop your personal toolkit

e Develop your own skills set, experience and contacts.

e  Get yourself noticed within the organisation: by senior management and by other departments.

e  Get your department and “the subscription” noticed within the organisation.

e Apply the corporate subscription mantra to yourself: “Listen to everything. Challenge everything. Test
everything. Measure everything. Remember everything. Move on if it does not work....but don’t
repeat old mistakes.”

....all this may seem a little self-serving, but it will ultimately benefit the company.
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Appendix 1. The research sample profile

Profile of Publisher Respondents

Consumer B2B TOTAL
Number of companies 35 13 438
Number of brands 557 81 638

Paid subs

8,628,477 173,896 8,802,373

Free records

426,434 220,400 646,834
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Appendix 2. Ranking the subscription activities

Subscription Activities: Relative Importance

Subscription Activity Importance Score

Fast problem resolution in Customer Service 9.2 High

Making renewing a subscription as

frictionless as possible 9.0 High
Making starting up a subscription as .
frictionless as possible 2.0 High
Fastand faultless delivery of the publication 8.5 High
Using data to direct subscription activity 8.0 High
Offering a range of payment methods 7.7 Mid
Havi holistic printand digital ht .
avnngé olis |cAp‘r|An and digital approach to 7.6 Mid
our audience activities
Addi lue to th bscription i trast t .
‘ ingvalueto e%u scription in contrast to 7.6 Mid
single copy purchasing
Making th tent pack: ibl d .
‘a ing the content package accessiblean 7.4 Mid
simple to use
Our understanding of price elasticity 7.4 Mid
Offering gift subscriptions 7.1 Mid
Offering a range of payment frequencies 6.8 Mid
Rewarding subscriber loyalty through pricing .
and/or added value 6.7 Mid
Personalising the whole subscription .
experience for individual customers 6.7 Mid
Havi holistic retail and subscripti .
aving a holistic ref zjn an SL'I ?lfrlp ion 6.5 Mid
approach to our audience activities
E :selli th ducts and .
cor'nmerce selling other products an 6.3 Mid
services
Using free trial try int id .
sing ree' rials as an entry into a pai 6.1 Mid
subscription
The subscriber's ability to cancel easily 5.7 Low
Building a membership package on top of the
uriding a men P packag P 5.5 Low
core subscription
Allowing access to individual articles within 3.9 Low

theissue
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