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In order to receive CPE credit
– Be sure to sign in or scan your badge for this session
– You must stay in the session for the duration of the training
– This session is eligible for 1 hour of CPE
– CPE certificates are emailed directly to you within 4 weeks of the conference date to the 

same email address you used to register

CPE Process
CPE credit administered 

in coordination with 



Take a minute to 
connect with your 
neighbor
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Hourly Billing: Prices the inputs

Fixed Fee: Prices the outputs, the scope of work

Value Pricing 1.0: Prices the customer outcomes (transformation)

Value Pricing 2.0

Subscription model: Prices the relationship and the portfolio
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“In five years, you 
won’t buy 
anything, but 
subscribe to 
everything.” 

Tien Tzuo, CEO of 
Zuora
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“In five years, you’ll 
have the option of 
subscribing to 
everything—and 
every business will 
have to 
accommodate that 
fact.”
Anne Janzer, Subscription Marketing
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Exercise 

Why would you subscribe to:
Roofs
Refrigerators
Drills
Guitars
Cars
Birthday Parties
Shoes

What are the advantages and 
disadvantages to the customer?

What are the advantages and 
disadvantages to the provider?

Tease out the value proposition.
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Why subscription?

Why now?
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Hotel 
California

Columbia House
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Four trends ushering in the subscription model

Reduction of  transaction 
costs Light-switch reliability

Delicious Data The Long Tail
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McKinsey says

Subscription ecommerce market has grown by more than 100% a 
year for past 5 years

Subscription-based companies growing 8x faster than S&P 500 
(17.6% vs. 2.2%, and 5x than US retail sales (17.6% vs. 3.6%)
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If a member retains membership and engagement 
for a year = 90% chance member for life
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AICPA: Cost 11x more to acquire a new 
customer than retain one
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Advantages of 
the subscription 
model – 1

Predictable revenue

Customer lock-in and switching costs

Not selling services, but creating annuities with a lifetime 
value that far exceeds whatever you paid to acquire them

Collective knowledge of your customers is a competitive 
advantage that can’t be duplicated

1:1 Marketing: Changes the 4 Ps of marketing. We’re not 
pricing a service, we’re pricing a transformation, insurance 
(peace of mind), and the portfolio
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Advantages of 
the subscription 
model – 2

Shift to a long-term relationship focus rather than 
delivering tasks—the very definition of a professional

Attract new customers (rather than just selling more to 
current customers) 

You can plan cash flow and capacity more effectively

Moving beyond efficiencies and into possibilities 

Breaks down silos, and molds the firm around the needs 
of customer

Truly a “one-firm” model: Portfolio approach to analyzing 
profit, rather than silo P&Ls, and realization rates
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Advantages of 
the subscription 
model – 3

Dynamic cycle customer interaction: renew, suspend, 
upgrade, downgrade, etc.

They increase the value of your largest asset (Amazon 
Prime carved out of Amazon would be worth billions; the 
New York Times would be a Unicorn)

Get paid automatically, less financing, collections costs

Increases customer loyalty

Recession-proofs your business
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Amazon 
Prime
1 x 7 ≠ 7 x 1

Amazon Prime: “It was never 
about the $79. It was really 
about changing people’s 
mentality so they wouldn’t shop 
anywhere else.” Vijay Ravindran 
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Nine Subscription Models
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Web-site membership
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All-you-can-consume content
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Private club
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Front-of-the-line
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Consumables
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Surprise box
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Simplifier

“The name perfectly describes how it feels to be a 
member: a citizen of Porsche enthusiasts given the 
opportunity to drive many miles in many models. The 
Porsche Passport service really sets this apart from 
any other brand I’ve been loyal to.” ––Porsche 
Passport Member
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Network
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Peace-of-mind
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Peace-of-mind
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Adoption Models

The subscription trial—low risk, low reward, 
lack of commitment may doom transition

The segmented approach—offer only selected 
services, or only to selected customers

The all-in pivot—Adobe Systems most visible 
example, in 2011, “won’t this lower our 
margins? How will sales sell this stuff?” By 
2016 revenue $5.85B, 78% from subscriptions
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Three factors of production

Land

Labor

Capital

Rents

Wages

Interest

Where do profits come from?
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RISK
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Three actuarial axioms

If what you sell entails risk, you are not 
a commodity.

There is no such thing as a bad risk, 
just a bad premium.

There is no model for pricing risk by 
the hour.
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Subscription 
Metrics

MRR – Monthly Recurring Revenue

ACV – Annual Contract Value

CAC – Customer Acquisition Costs

Churn rate = MRR beginning of month divided by amount of lost 
MRR in the month

Recency (last visit), Frequency (how often do they visit), and 
Volume (how many articles read)

LTV > 3 x CAC (3:1 ratio of lifetime value must be 3 times 
greater than cost to acquire. Most successful sub business have 
8:1 ratios)
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Traditional vs Subscription P&L

Traditional
Net sales $          100 

Cost of goods sold (40)

Gross income 60 

Sale and marketing (20)

Reasearch and development (20)

General and administrative (10)

Net income $            10 

Subscription economy
Annual recurring revenue $          100 
Churn (10)
Net annual recurring revenue 90 
Recurring costs
Cost of goods sold (20)
General and administrative (10)
Research and development (20)

Total recurring costs (50)  
Recurring profit 40 
Sales and marketing (30)
Net operating income 10 
New annual recurring revenue 30 

Ending annual recurring revenue $          120 
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Resources

Subscribed, Tien Tzuo, founder of Zuora 

The Automatic Customer: Creating a Subscription Business in Any Industry, John Warillow, 2015

Subscription Marketing, Anne Janzer, 2017

Retention Point: The Single Biggest Secret to Membership and Subscription Growth, Robert Skrob, 2018

Subscription Economy Index: www.zuora.com

Tomorrow 3.0, Michael C. Munger

http://www.zuora.com/
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Questions?
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Rate this Session on the QuickBooks Connect Mobile App

1.  Select Sessions 2.  Select Session Title 3.  Select Survey

Provide feedback to help us design content for future events

4.  Add Ratings
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1. Find the session on the agenda

2. Select + for more information

3. Download PDF of slides and/or
supplemental material

https://quickbooksconnect.com/agenda/

Material Download

https://quickbooksconnect.com/agenda/



