SKY NEW DIGITAL SCM
WORKSHOP

CPG Report
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Monetizing direct
customer relationships
in CPG
The worldwide spread of coronavirus
(COVID-19) has quickly inflicted enormous
damage on the global economy. However,
despite the global recession, subscription
businesses are proving to be resilient.
A recently published impact analysis
comparing subscriber acquisition rates in
March 2020 vs the previous 12 months
found that more than half of subscription
businesses have not been impacted by
the pandemic, while one quarter are
actually seeing subscriber acquisition rates
accelerate. Of the remaining companies
that are seeing their growth slow, half of
those are still growing.

This resilience in the face of the
current economic downturn is further
confirmation that subscription business
models are the future of commerce.
Successful companies are focused on
growing and monetizing a loyal customer
base, delivering experiences instead of
products.
For the CPG sector, the transition to
subscription products is still in the
relatively early stages, which is why there
is more urgency than ever to build direct
relationships with customers before the
competition builds them first. While there
is plenty of room for growth, the stakes
for CPG brands are high because, in
most CPG categories, customers will only
choose one subscription service.
There is no doubt that e-commerce for
retail goods is growing rapidly; a recent
survey by Deloitte found that online
retail was growing at more than twice the
rate of brick-and-mortar sales. And, within
e-commerce, the subscription model is
increasingly popular. A 2019 Harris Poll
found that from 2014 to 2019, the number
of adults with a subscription service had
climbed from 53% to 71%.
To investigate trends in consumer
attitudes toward CPG subscriptions,
Zuora teamed up with Deloitte to conduct

OPTIMIZING THE CUSTOMER
EXPERIENCE
Consumer attitudes toward CPG
subscriptions are not being formed
in a vacuum. Consumers are also
considering subscriptions for music,
entertainment, utilities, and more. These
experiences in other sectors are helping
to shape consumer attitudes toward the
subscription model itself. In the past, CPG
brands could let retailers worry about
the customer experience; they only had
to provide the products. Now, in a directto-consumer reality, CPG brands need to
forge relationships based on customer
experiences they themselves have created
if they want to succeed. And with the
proliferation of subscriptions, brands are
at risk of triggering fatigue if they don’t
differentiate their offerings.

When the customer experience isn’t
optimized, the result is churn. Because
while more customers than ever are
signing up for subscriptions, they usually
don’t stay the course. More than a third of
consumers who sign up for a subscription
service cancel in less than three months,
and more than half cancel within six.1 This
relentless attrition poses a challenge for
CPG brands, which traditionally have relied
on loyalty to build market share. These
new subscription customers will only
stay with a service if it offers an excellent
experience.
But what does that experience look like?
For consumers, the focus in good times
and bad is remarkably consistent: they
want subscriptions to deliver value. But
their definition of value is much more than
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understand consumer expectations for
seamless, on-demand access to products,
there is a huge opportunity to form strong,
direct-to-customer relationships that can
be monetized into consistent revenue
streams.
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an international survey. The results
are clear: to acquire subscribers, CPG
brands need to focus on forming direct
relationships with their customers. This
could be a challenge for brands that are
used to optimizing products instead of
experiences. But for CPG companies that
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a price point. Consumers demand a mix
of flexibility, customization, convenience,
surprise, and even delight with each
product or service delivery. When building
a subscription offering, CPG companies
need to understand their customers’
expectations. There is no silver bullet, but
our survey data show there are certain
guiding principles that all brands should
follow.

CPG SURVEY REVEALS
CONSUMER ATTITUDES TOWARD
SUBSCRIPTIONS
Until now, most reporting on CPG
subscriptions has focused on box
subscriptions. What’s been missing is a
broader analysis of consumer attitudes
toward subscription services as a whole,
and where CPG fits into that landscape.
To help fill this knowledge gap, Zuora

partnered with Deloitte to conduct an
international survey of consumers on their
attitudes toward subscription services.
This online survey was conducted among
6,002 consumers in the UK (2,000), the
US (2,002), and Italy (2,000) in February
2020. It examined the respondents’
familiarity with and usage of subscriptions
in a wide range of categories, in both the
CPG and non-CPG sectors. This included
both the number of subscriptions in each
category and the amount of money spent
per month. The survey also examined
customer satisfaction within each category
and preference for subscription vs payper-product.

Food and Beverage is the CPG leader,
but other categories are poised for growth
68% of respondents with a CPG subscription have one in Food
and Beverage. Other leading categories include Electronics (43%),
Pharma and Beauty (37%), and Fashion (32%).

Customer experience drives subscription
decision-making
Saving time (51%) and ease of opting out (48%) are important
influences on subscription purchasing, and fear of being tied down
(42%) can be a strong influence on the decision to cancel. Read
more about building profitable relationships with customers on
page 34.
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KEY FINDINGS

Consumers who already have subscriptions
want more
Consumers who currently have at least one subscription are 2x
more likely to increase subscriptions in the next 3 years than
they are to decrease. Read more about this massive cross-selling
opportunity on page 22.

Customer satisfaction with subscription ranges from 80% to 93%,
but churn remains high. Read more about the future of brand
loyalty on page 26.
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Customer satisfaction with subscriptions
is high, but loyalty is elusive
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FOOD AND BEVERAGE TAKES THE
LEAD IN CPG
Food and beverage is the current leader
within the sector, with 68% of respondents
stating they have at least one subscription
in that category. Other categories, while
not yet above 50%, are increasingly wellestablished: Electronics with 43%, Pharma
and Beauty with 37%, and Fashion at 32%.
Stationary and Office Products (26%) and
Toys (22%) have less prevalence in the
subscription model, which could indicate
growth opportunities while competition is
scarce.

In which of the following Consumer Goods
sectors do you currently have a subscription?
70%
60%
50%
40%
30%
20%
10%
0%
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Food &
Beverage

Electronics

Pharma
& Beauty

There is some variation, but in general the
amount spent per month on subscriptions
is fairly consistent across CPG categories.
Consumers currently spend a low-tomoderate amount on CPG subscriptions,
which could indicate that CPG is still
developing subscription best practices.
Interestingly, in the UK and the US,
consumers show most willingness to
spend larger amounts per month on the
Stationary and Office Products (10% in

Fashion

Stationary &
Office products

Toys

Other

How much do you pay in each of these consumer
packaged goods sectors individually per month?
ITA L Y

40%
30%
20%
10%
0%
Food &
Beverage
Less than €5

Electronics

Pharma &
Beauty

€5 - €9

€10 - €19

Fashion
€20 - €29

Stationary &
Office Products
€30 - €39

Toys
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each country) and Electronics (9% and
12%, respectively) categories, while in Italy,
consumers are more likely to spend large
amounts on Electronics and Fashion (13%
in each).

€50 - €99

U N ITE D S T A TES

40%
30%
20%
10%
0%
Food &
Beverage
Less than $5

Electronics

Pharma &
Beauty

$5 - $9

$10 - $19

Fashion
$20 - $29

Stationary &
Office Products
$30 - $39

Toys
$50 - $99

U N ITE D K IN GDO M

40%
30%
20%
0%
Food &
Beverage
Less than £5

Electronics

Pharma &
Beauty

£5 - £9

£10 - £19

Fashion
£20 - £29

Stationary &
Office Products
£30 - £39

Toys
£50 - £99

The average monthly spending on CPG subscriptions in Italy is €14 (up to a max. of €39),
while in the UK it is €7 (up to a max. of €35). In the US, the average is €13 (up to a max. of
€41).
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10%
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COFFE IS #1
IN FOOD AND BEVERAGE
Coffee is the most popular subcategory
of Food and Beverage, with 65% of global
respondents having a coffee subscription.
There were some regional differences in
Food and Beverage categories. Coffee was
#1 in Italy, with 85% of respondents having
a subscription. But while Coffee was also
popular in the US (59%) and UK (50%), the
Healthy category was #1, with 64% having
a subscription in the US and 59% in the
UK.

Consumers who subscribe to coffee
products are predominantly male (71%)
and live in urban/inner city environments
(78%). Based on the survey data, we have
constructed 3 Coffee Drinker personae
that can illustrate how global subscription
trends may affect this sub-category.

Monetizing direct customer relationships in CPG - 13
he actually takes a 3-minute detour to

Josh is a 30-year-old marketing

get there. Other than coffee, he also has

professional who lives in Los Angeles,

subscriptions in the Pharma and Beauty

CA. He makes about $95,000 a year. He

(razors) category of CPG, as well as the

drinks 3-4 cups of coffee per day. He

Entertainment sector. He spends about

doesn’t drink all of this coffee at home,

$75/month on all his subscriptions.

and for at least one cup per day he drives
to his favorite coffee shop on the way to
work. Well, sort of on his way to work;
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UNITED STATES: JOSH
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UNITED KINGDOM: NIGEL

to visit his favorite coffee shop. Nigel has

Nigel is a 26-year-old IT consultant from

subscriptions in Entertainment in addition

North London. His annual salary is

to coffee, and is considering a Fashion

£52,000 and he drinks 3-4 cups of coffee

subscription. He spends £40 per month

a day, some at home, some at work,

on subscriptions.

and some on his commute. He takes a
5-minute detour on his way to the Tube
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in the city. In addition to coffee, he has

Giancarlo is a 28-year-old self-employed

subscriptions for streaming entertainment

interior designer in Bologna. His annual

and for groceries. He spends a total of €44

income is around €41,000. He spends

a month on subscriptions.

his day going back and forth between his
clients and his office on his motorcycle. He
makes coffee at home and in the office,
but he also will go out of his way to stop
for an espresso at various coffee shops
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Customer experience
drives subscription
decision-making
According to the survey results,
consumers are clearly demanding value
from their subscriptions. But while saving
money (72%) and getting a good deal
(69%) are important, the perception of
value is not based on the price point
alone. For example, consumers had a 32%
probability of canceling a subscription if
they thought it was wasting money, which
is not a complaint about the cost itself as
much as it is the value they are receiving.
And consumers assess value based
on the total subscription experience.
This is borne out in the findings for why
consumers purchase a new subscription
as well as why they reject or cancel.

FLEXIBILITY
The ability to opt out (48%) or just suspend
(34%) a service are important influences
on the decision to buy, and fear of being
bound (42%) was an influence on the
decision to reject. This reflects consumer
awareness of the commitment they are
making when they subscribe and the
desire to remain in control. Similar is
the desire to remain flexible in how they
purchase (32%). For CPG, it is important to
understand that consumers aren’t simply
buying a product, they’re committing to a
relationship with the brand, and they need
to trust that the brand will let them retain
control over the interaction.

CONVENIENCE
It may seem obvious, but it’s important to
remember that the delivery mechanism
for the subscription must be more
convenient than traditional purchasing.
The subscription needs to save time
(51%), deliver to the home (41%), or be
something normally unavailable where the
consumer lives (31%).

CUSTOMIZATION
A variety of experiences (34%) and taking
unique preferences into consideration
(32%) were important influences on the
purchasing decision. Consumers have

Which of the following best describes the most
and least influential factorson your decision to
subscribe to a new service?
It saves me money

72%
69%

I’m getting a good deal
It saves me time

51%

It’s easy to opt-out

48%

Consistency in what I get
every time

41%

I don’t have to leave my house
to get what I need

41%

The service offeers me
a variety of experiences

34%

It’s easy to suspend the service
for a period of time

34%

It takes my unique preferences
into consideration
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higher expectations for the relationship in
a subscription model than they do with a
single purchase.

33%

I can’t get the product/service
easily where I live

31%

Flexibility in what I get everytime

28%

It’s more sustainable

22%

Ongoing customer service

21%

I like receiving regular packages

20%

My friends/family recommend it

15%

I live to be free from the burden
of ownership

15%

I like building a relationship
with the brand I use

13%

I want regular inspiration

13%

An influencer I follow
recommended it

8%

0%

10%

20%

30%

40%

50%

60%

70%

80%
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17%

My friends/family use it
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You stated that you currently don’t have
any subscriptions. Which of the following
statements best and least reflect why you do
not subscribe to a new service or cancelled your
subscriptions?

It’s too expensive

44%

I don’t want to bind myself
to a subscription

42%

I’m worried I’d waste my money

32%

I wanto to stay flexible in the way
I purchase products services

32%

Unexpected increase
in the price of the subscription

25%

There are better offers out there

25%

I didn’t feel I was getting
added value

24%
22%

I want to know what I am getting
I prefer having a sense
of ownership

21%

It’s difficult to cancel opt out

21%

There was no option to try the
service produuct before committing

19%

There is no option to suspend
the service for a period of time

19%

Getting the same service products
on an ongoing basis is boring

17%

The products weren’t
what I expected

17%
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I didn’t receive very good
customer service

15%

It’s less sustainable

14%

I found the purchesing sign up
process difficult

14%

I found it difficult to understand
the Terms and Conditions

14%

I don’t understand how
subscription services work

5%

0%

10%

20%

30%

40%

50%

THE PLAY FOR CPG BRANDS

Nigel from the UK is a busy young

consumers commit to subscriptions, they

professional in London. He doesn’t

take the commitment seriously and, as a

have time to seek out products and

result, demand more in return from the

services on his own, which is why he

brand in terms of flexibility, convenience,

appreciates when subscription services

and customization. This is where CPG

are personalized for him. For example,

brands must deliver value beyond the

his streaming services make smart

price and the product.

recommendations for new shows and

In order to inject this value into their

movies, and his coffee provider lets him

offerings, CPG brands should start by

know when new offerings are available.

leveraging data from subscribers to map

His coffee subscription also sends his

out their customers’ purchasing journey,

coffee in a recyclable bag, and Nigel

identify key incentives, and determine

appreciates the sustainability component.

the best way to speak directly to their

Now, he’s considering a fashion “for rent”

customers’ unique needs.

subscription that will send him new and

A membership model may be a good

surprising clothing that also reduces

way to appeal to choosy customers by

the amount of clothing that ends up in

providing special access to premium

landfills.

products and services, VIP perks, special

Overall, the findings indicate that when
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CASE IN POINT: SUBSCRIPTION
CUSTOMIZATION

promotional offers, active communities,
and more. This definitely makes the
customer feel they are buying more than
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just a product.
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Cross-selling is a massive
opportunity for CPG
The past three years have shown a
growth in subscriptions across all
sectors, with a net 16% increase in CPG
subscriptions; however, the survey found
that overall consumer attitudes predict
a 6% net decline in CPG subscriptions.
Nevertheless, it would be a mistake for
brands to abandon the subscription
model, as there are actually massive
opportunities ahead.
The survey findings predict that there
will likely be an increase in subscription
usage among certain customer segments.
Consumers with a current subscription
in Food and Beverage are more than
twice as likely to add subscriptions in the
next three years as they are to decrease

them (37% vs 15%). The story is similar in
Fashion, where consumers with at least
one subscription are 60% more likely to
add than to drop, and Pharma and Beauty,
where consumers are also more than
twice as likely to increase. And the most
exciting news is that these consumers are
mostly Millennials in urban areas with an
income of £50,000 or more, meaning that
relationships formed with CPG brands
should have longevity combined with
plenty of spending power.

Do you expect to have more or less subscriptions
in these sectors in another 3 years’ time?
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Food & Beverage

Fashion

15%

Pharma & Beauty

15%

22%
41%

47%
37%

48%
37%

37%

Less

The same

More

THE PLAY FOR CPG BRANDS

Josh from the US uses subscriptions for

Cross-selling presents a major

goods that he consumes on a daily basis.

opportunity. CPG brands should leverage

As long as he continues to drink coffee,

research into their potential customers’

shave, and watch a streaming service

broader subscription habits. These cross-

every day, he doesn’t see why he would

selling strategies could mimic real life

cancel those subscriptions. And because

situations where products live side by

he is comfortable and satisfied with the

side. For example, many coffee shops

subscription model, he would be open

serve baked goods, and some also serve

to subscribing for other replenishment

coffee by day and alcohol by night.

items, such as food delivery for grocery

Subscription coffee brands could cross-

items he uses routinely.

sell with baked goods brands, or perhaps
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CASE IN POINT: CROSS-SELLING

with subscription wine clubs.
The key takeaway for CPG brands is
that once a consumer has become
comfortable with the subscription model,
they are more likely to utilize it for
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additional products.
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Satisfaction does not
equal loyalty
The good news is that the vast majority
of consumers with subscriptions
are satisfied. The survey found that
entertainment/streaming services such
as Netflix and Prime have the highest
satisfaction (94%), followed by music
subscriptions with 93%. Consumer goods
subscriptions are not far off, with 89%
satisfaction rates.

The bad news is that satisfaction doesn’t
necessarily translate to loyalty. More than
a third of consumers who sign up for a
subscription service cancel in less than
three months, and more than half cancel
within six.
Not that brands shouldn’t shoot for
higher satisfaction levels. After all, it leads
to more subscriptions: satisfied CPG
subscribers are 12% more likely to sign up
to new CPG services over the next three
years than those who are less satisfied.
Finding the right price point, however, is
important. Consumers who spend less
than £20 on their monthly subscriptions
have satisfaction levels of 93%, while
people over £25 fall just under the 90%
mark. Only 80% of consumers who spend
£35 or more on their subscriptions are
satisfied. Consumers who previously
cancelled a subscription said the most
important factor was finding a better offer
elsewhere (25%).
Satisfaction also varied based on country,
with US (92%) and UK (91%) respondents
being more satisfied than Italian
respondents (83%).
Ultimately, the disconnect between
satisfaction and loyalty is a function
of the shift from pay-per-purchase to
subscription models. Pay-per-purchase
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is a product-centric model based on
brand loyalty on the retail shelf, whereas
subscriptions are based on customer
relationships. Our survey found that
across CPG categories, the percentage
of consumers who prefer subscriptions
ranged from 4% to 13%; however, the
amount who have no preference ranges
from 18% to 31%. The percentage of
consumers with no preference represents
a huge untapped market for CPG brands.

Overall how satisfied are you
with the subscription services you have?
6% 1%

3%
16%
54%

8%

2%

6%

38%

Utilities
(e.g. Hive)

5% 1%

49%

40%

55%

25%

Consumer Goods
(e.g. Hello Fresh,
Nespresso)

1%

42%

10%

54%

xtremely
Satisfied

Sports &Fitness
(e.g. Fabletics,
Asana Rebel)

Satisfied

38%

51%

Entertainment
(e.g. Netflix,
Amazon Prime Video)

54%

Other

2%

Neither Satisfied
or Dissatisfied

Dissatisfied
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38%

Music
(e.g. Spotify,
Apple Music)

90%

Customer Satisfaction
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Overall how satisfied are you with the
subscription services you have?

80%
<20

25-34

35+

Monthly Spend on Subscription

Overall how satisfied are you with the
subscription services you have?
100%
90%

84%

91%

92%

United Kingdom

United States

80%
70%
60%
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50%
40%
30%
20%
10%
0%

Italy

6% 1%

21%

3% 1%

46%

Snacks

25%

39%

Coﬀee

45%

Healthy Food

43%

Baby Food

48%

Fashion

43%

Stationary &
Oﬃce Products

21%
24%

23%

5% 2%

5% 2%

23%

47%

Alcoholic
Beverages

24%

31%
20%

5% 2%

6% 2%

46%

Non-alcoholic
Beverages

24%

45%

31%
20%

6% 2%

6% 3%

Electronics

23%
26%

27%

7% 2%

22%
26%

42%

Pharma &
Beauty

Strongly prefer
subscription

Prefer
pay-per-product

No preference

Prefer subscription

Strongly prefer
pay-per-product
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19%

Toys

6% 3%

24%

22%

46%

25%

4%

9%

25%
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To what extent would you ideally want to buy the following
consumer packaged goods products through a subscription?
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CASE IN POINT: CUSTOMER
LOYALTY
Giancarlo travels quite a bit around his
home city of Bologna as part of his job.
He likes many different cafes, but he is not
loyal to any of them. He tends to choose
a café based on price and convenience.
His approach to subscriptions is much
the same. Giancarlo has a grocery
subscription, but he will be quick to
drop it if he finds a better deal. Brands
looking to gain his loyalty will need to
focus on more than just the product, they
will need to research how best to tailor
their subscription offerings to match his
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lifestyle.
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expectations will be met. For some

Brands can break through from

brands, consumers will expect surprise

satisfaction to loyalty by building

and excitement on a regular basis. Others

relationships with customers. This is to

will expect flexibility, for example, if a

some extent a mindset shift. CPG brands

customer needs to slow down or ramp

must do the research to understand not

up a regular order. Customers may also

only how customers use the products,

appreciate brands that are integrated with

but how other factors affect their needs

their communities. Insightful research and

and expectations. The dynamics of these

experimentation with offers, bundling,

relationships will vary based on the

pricing, and more can help brands

category. For example, fashion brands will

determine the best way to communicate

be more emotional than razor brands, and

value and earn trust with their customers.

messaging should be tailored accordingly.
Ultimately, relationships are based on
trust. In order to commit to a subscription,
consumers need to trust that their
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CPG direct-to-consumer
relationships lead to
consistent revenue streams
CPG companies have traditionally focused
on product quality and left customer
interactions to the retailers. With the
growth of the Subscription Economy, CPG
brands now have an opportunity to form
direct relationships with customers. If
they do it well, subscriptions can lead to
brand loyalty— and consistent revenue
streams—down the road.
To build great relationships with
consumers, CPG brands need to focus
on what consumers want and need from

a subscription service. Our survey found
that customers are looking for more than
just a good deal (though the right price
point is important). They are looking for
an end-to-end customer experience.
CPG brands that can provide a uniquely
well-crafted experience that customers
want will differentiate themselves from the
pack.

More at www.deloittedigital.com

More at www.zuora.com.
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ABOUT ZUORA
Zuora provides the leading cloudbased subscription management
platform that functions as a system
of record for subscription businesses
across all industries. Powering the
Subscription Economy®, the Zuora®
platform was architected specifically
for dynamic, recurring subscription
business models and acts as an
intelligent subscription management
hub that automates and orchestrates
the entire subscription order-to-cash
process, including billing and revenue
recognition. Zuora serves more than
1,000 companies around the world,
including Box, Rogers, Schneider
Electric, Xplornet and Zendesk.
Headquartered in Silicon Valley,
Zuora also operates offices in Atlanta,
Boston, Denver, San Francisco,
London, Paris, Beijing, Sydney,
Chennai and Tokyo.
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ABOUT DELOITTE DIGITAL
Digital technology has profoundly
changed the business as we know
it, and Deloitte Digital helps take
advantage of these changes.
Deloitte Digital services help extend
customer-oriented approach to all
business levels - from strategy to
execution. Deloitte Digital combines
the strength of Deloitte, undisputed
internationally, in the area of
business transformation and digital
transformation with the skills of a
digital agency of excellence.
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