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Reasons why companies have decided to pursue their activities

Retain the
Customer!

28%

Providing convenience to the customer

26%

Making use of a market niche

Standing out 18%
As the e-commerce
market develops and the
prObl-em WIth tlme fOI’ Binding the customer with company
looking through available
offe rs becomes more Monitoring the market trend
common, a convenient
subscription model s
gaining popularity among Generating low operating expensesi
customers. 50 Polish

companies which had

16%

Controlling the financial liquidity

14%

14%

Being able to offer a lower price 14%

8%

Diversifying the existing offer
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00

introduced  subscription Other 8%

fees were asked about o 5 10 15 20 25 30

the reasons for making \_ _J
this move: the prevalent

opinions emphasised Subscription-based more willing to engage in
mutual benefits arising activity also  facilitates projects that can boast a
from subscriptions - both establishment of fixed and regular number
for the customer and the relationships  with  new of orders placed.
enterprise itself. At times business partners, who are

when it is  greatly
problematic for many
companies not only to e \
attract but also, and
foremost, to retain the
customer and build their
loyalty, the subscription
model is gaining ground
as it naturally binds the
consumer and the
company for a longer
time. The advantages of a
long-term relationship
between the buyer and
the seller are
reciprocal.While
customers can counton a
lower price of a product,

Benefits for customers

Time saved 12%

Long-term relationship with the company 12%

companies are able to - Other &%

plan far-reaching 0 10 20 30 40 50 60 %
decisions accurately due

to improved financial \ y

L i quidity
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Trends from
the West

While purchase based on
the subscription model is
at its bloom in the USA
and Western European
countries, only few
companies offer this kind
of sales in Poland. As a
result, as many as 18% of
the surveyed enterprises
pointed to their attempts
at standing out from their
competitors as  the
reason for choosing the
subscription model, and
12% of the respondents
admitted that they had
already managed to
achieve such an
advantage.
Subscription-based
activity is burdened with

low risk - orders are
placed with
sub-suppliers or

producers only when the
number of customers is
already known, which
considerably reduces the
costs of the unused
resources.Because they
encounter few difficulties

when entering the
market,  entrepreneurs
may concentrate  on
building long-term
customer  relationships
and  improving their
offers. The safety
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Fixed revenue
More regular customers

Brand distinction

Comfort in processing
standing orders

Extensive customer
database

with suppliers

Easier cooperation I 2%
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Benefits for companies

40%

of the subscription model
is evidenced by the fact
that as many as 40% of
the surveyed companies

did not indicate any
problems with
introducing  the  new

model. The subscription
service market is virtually
unlimited, and an idea
that adds value for the
customer is enough to
succeed. The best
example of such
expansion is the music
industry. Already in 2013

of companies operating
in this sector based on
the subscription model
broke USD 1 billion, thus
recording growth at a
level of more than 50%
per annum. In Poland, the
situation is even more
dynamic in this industry -
in 2014, revenue from
subscriptions increased
by over 61% in
comparison with  the
previous period.

the  global revenue
Difficulties accompanying introduction
of the subscription model
35
No difficulties @)
30 Persuading the Customer to the new model Q
Technical aspects of introducing the model O
25 Sudden growth in the number
26% of orders to be processed o
20 Customers leaving right away ‘
20% Other ‘
15
10
5 8%
0 | | | |




A similar trend is
noticeable on the
computer software

market. More and more
software suppliers shift
from one-time sales to
subscription sales. During
the interviews  with
software companies,
respondents would often
emphasise their wish to
completely replace
one-time sales with the
subscription model in
response to the changing
customer  expectations.

Subscription
fees are not
so bad

Companies offering their
products in the form of
subscription were a tiny
minority both in Poland
and all over the world
only a few years ago. The
only services available on
a subscription basis were

ones related to
telephone  or  cable
television. The
introduction of the new
business model,
although involving a

significant change in the
enterprise's activity, did
not raise serious
concerns in Polish
companies in a majority
of the surveyed cases
(54%).  This  resulted
mainly from the success

Concerns about introducing the subscription model
Whether the service - 22%
would catch on
Financial problems - 10%
Technical issues . 6%
Other . 8%
(0] 10 20 30 40 50 60

success of the subscrip-
tion model abroad and
relatively inconsiderable
initial outlay. One of the
main concerns men-
tioned by the respon-
dents was low popularity
of this model in Poland.
Hence, when introducing

the subscription offer,
some entrepreneurs
were uncertain  about

their customers' reactions
and pondered on wheth-
er this system would not
make them stop using
the company's services
due to the necessity to
pay a regular subscription
feeYet the doubts have
proved to be groundless
- in more than half (54%)
of the companies cus-
tomers prefer subscrip-
tion purchase to
one-time fee. This results
mostly from the possibili-
ty to avoid high costs in
the initial phase and the
convenient access to
updates and after-sales
service. Many respon-
dents pointed to to the
fact that

\¥/hat are the forms of service
billing offered by companies?

subscription and one-time

. only subscription

Which model in the companies offering
both solutions is preferred
by customers?

one-time

subscription



that the lack of a single
fee involved loss of high
one-off cash flows for the
company in favour of
profit distributed over
time. They were afraid
that this could reduce the
company's financial
liquidity due to the initial
costs, which recoup only
after a longer period.
However, surviving the
initial  period  permits
improvement of those
indicators. In  numerous
companies, adjusting the
existing activities to new
processes arose doubts

virtually every product or
service can be sold in the vals.

products at equal inter-
offeredinclude

above all as to integration

of the offered products
with the new sales model

and the support of pay-
ment systems. This is a
problem, which is indicat-

ed also as the greatest

difficulty when managing
sales in the subscription
model. The aforemen-

tioned challenges are
dealt with primarily by

implementing an appro-
priate IT system tailored
to the enterprise's needs.

Subscriptions
everywhere

Although the
subscription  model is
usually associated with
the IT industry

form of  subscription.
Despite the first
impression, these are not
only GSM or satellite
television services. Both
in Poland and abroad,
increasing popularity is
enjoyed by the so-called

subscription stores,
where the
decision-makers can

choose from among two
models. In the “discovery”
model, customers do not
know the exact content of
the order - only the type
of the goods offered by
the store. Thanks to that,
they can check new
products, e.g. regional
beers or exotic coffees, at
regular intervals. The
‘convenience” model, in
turn, is particularly
beneficial to those who
have no time to browse
through offers on their
own in search of the
desired products. The
company picks orders for
them and sends its

ready-made diet meals
and cosmetics.The goods
which are most common-
ly offered The subscrip-
tion model is implement-
ed also by numerous ser-
vice providers. More and
more law firms offer sub-
scription  instead  of
one-time services. You
can buy also permanent
access to assistance in
case of failure at home.
Owing to that, you do not
have to pay a high price
for repairing a fault every
time. High culture cen-
tres, such as cinemas and
theatres, offer service
packages to their visitors
as well. The diversity of
the sectors in which the
subscription system s
employed proves that
this model can be applied
in virtually any enterprise
and the only limitation is
the owner's imagination.
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Saas -

future of IT
Although there are
companies providing

subscription sales in every
industry,  the  greatest
development of this
business model is recorded
in the IT sector. SaaS,
Software as a Service, is a
variety of the subscription
model where the producer
shares its software with
customers on the Internet
by means of cloud
computing. In most cases,
users do not install it on
their computers and do not
get permanent access to
the licence but they can
use it when paying a
regular subscription fee,
which is not a heavy burden
on the available budget.
The cheapest applications,
costing between ten and
twenty Polish zloty per
month, usually support
website and online store
handling. The software fee
increases in line with the
number of the handled
processes. The cost of
financial software ranges at

PLN 100 per month,
whereas the price of
architectural design

software can exceed even
a 10 times bigger amount.
Technical support of the
SaaS software is a
responsibility of the
supplier and users do not

need to worry about
updates or entering long
activation keys. Another
advantage of this model
is the fact that customers
can use the application
wherever they wish. They
are not limited by
licences assigned to
specific workstations and
can use the software on
any computer  with
Internet access in the
world. The most popular
subscription-based
software in the world
involves sharing products
of culture. Spotify
provides  access to
thousands of songs,
unlimited films and series
can be watched on
Netflix, and EA Access
allows using computer
games against a low
monthly fee. Microsoft
Office, which has been
available in the form of
subscription for a short
time, and a vast majority

such as Kaspersky and
Norton, need to be men-
tioned among the most
commonly used utility
software packages in the
world. There is also a rich
SaaS offer dedicated to
business. The  most
frequently offered ser-
vices in this model
include customer rela-
tionship or human
resource  management
systems, analytical sys-
tems, financial  and
accounting services,
email software, and vari-
ous office applications:
text editors, spread-
sheets, and presentation
software. Currently,
Polish enterprises use
cloud services very often.
According to the survey
by Ipsos MORI, over 75%
of companies use
SaaS-based email. Nearly
half of enterprises use
document workflow and
data archiving systems

of antivirus software, in this form.
( , )
Most common SaaS-based services used
by Polish companies
Document workflow o
systems 46%
Data archiving o
and backup 42%
Office applications 38%
Online messengers 35%
o) 20 40 60 80
. J
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Other services that are
most frequently men-
tioned by enterprises
include office applica-
tions and online messen-
gers. The variety of the
opportunities offered by
SaaS make the market
expand at a double-digit
rate, ensuring the aver-
age global growth at the
level of 19% per annum
over the past 5 vyears.
According to the forecast
by Forrester Research
agency, the total global
SaaS market will reach
the value of over USD Qo0
billion in 2016. Office
packages and digital
content applications are
mentioned among the
most  promising  seg-
ments of this industry.
SaaS services are cur-
rently the most prospec-
tive area within the IT

At present, more than 100
software companies
operate there and the
number is  growing.
Measurable benefits
make both customers
and suppliers abandon
expensive licences in
favour of subscription
fees - abandon their
attachment to a single
device in favour of access
worldwide. The
companies which are
aware of the potential
brought by the SaaS
system and which
commence their activities
in this model can count
on higher and more
regular revenue than if
they remained with the
traditional system.

Report is based on the interviews

sector  in  Poland. of Cloudity Resoarch was conducted
in May 2016.
4 )
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