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Abstract - Since the emergence of Software as a Service (SaaS) and cloud computing, the subscription business model has 

experienced a major shift. This paper accelerates the evolution of subscriptions, examining Business-to-Consumer (B2C) and 

Business-to-Business (B2B) subscriptions, and explains how the structure of Generative AI (GenAI) product subscriptions is 

affecting and changing the subscription landscape. It also recommends ways companies can improve customer lifetime value. 
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1. Introduction 
The subscription business model, in which customers 

pay a recurring fee for a product or service, has experienced 

phenomenal growth in recent years, particularly with the 

emergence of Software as a Service (SaaS) and cloud 

computing.  

When the origins of subscription models were studied, 

influences across sectors and tactics to retain customers were 

discovered1. Very few (if any) studies have examined how 

emerging technologies such as Generative AI(GenAI)create 

new challenges and opportunities for subscription business 

models.  

The rest of this paper will try to fill the gap by reviewing 

the subscription model, its origins, the SaaS and cloud 

computing trends, and the disruptive GenAI potential. 

Additionally, the paper compares B2C & B2B subscription 

business models, delves into their challenges, and shares 

recommendations to help companies increase the lifetime 

value of customers in the evolving subscription economy. 

2. History of the Subscription Model 
Although the subscription model feels modern and 

digital, it has been around for centuries. The early origin of 

subscriptions dates back to the 17th century when publishers 

used subscriptions for books and periodicals [1]. This model 

offered consumers constant access to new content while 

allowing publishers to generate consistent income. Even 

earlier, in the 18th century, “subscription coffee houses” 

opened in England that charged patrons for access to books, 

newspapers, and periodicals [3], emphasizing the social 

component of early subscription models. During the 

Industrial Revolution, services such as gas and electricity 

became subscription-only [12] — an example of a 

subscription model applied to essential services. With the rise 

of the web and e-commerce in the mid-1990s came the 

opening of another chapter in the history of subscription 

models [23]. Bastions of early America online, such as AOL, 

who charged a monthly fee for dial-up internet access [12] 

were some of the first pioneers of what would evolve to be an 

expansive digital subscription market that evolved into 

today’s online subscription offerings. This evolution is 

shown in a timeline (Table 1) of key milestones in 

subscription model history. 

Table 1. History and evolution of the subscription business model 

17th-18th Century 19th Century: Early-Mid 20th 

Century: 
2000s: 2010s: 2020s: 

-Samuel Pepys 

subscribed to 

regular coffee 

deliveries in 

London (1660s) 

-The Times 

(London) 

introduced 

newspaper home 

delivery 

-Reader’s Digest 

magazine launches 

(1922) 

-Disney’s “Movie 

of the Month” 

-iPod and 

iTunes 

revolutionize 

digital music 

(2001) 

-Birchbox beauty 

samples (2010) 

-Dollar Shave 

Club (2011) 

-Adobe Creative 

-Walmart+ (2020) 

-Twitter Blue/X 

Premium (2021) 

-Meta Verified 

(2023) 

http://www.internationaljournalssrg.org/
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3. Impact of SaaS and Cloud Computing 
In the mid-2000s, SaaS sparked a whole new 

subscription model thanks to the introduction of cloud 

computing. SaaS is a method of software delivery that 

provides customers with access to software and its functions 

remotely as a web-based service [2]. This transition lowered 

the entry barrier of high upfront costs and provided 

automatic updates, also increasing accessibility for 

companies, both large (enterprises) and small [8]. The 

structure for SaaS was established with the development of 

cloud computing, which brought cost-effective and scalable 

infrastructure. This combination resulted in an explosion of 

subscription-based software offerings, fundamentally 

changing how companies and individuals access and 

consume software. The subscription model itself has been 

affected by cloud computing due to the multiple pricing 

mechanisms that are offered. These are pay-per-use (PPU), 

pay-for-result (PFR), leased-based, subscription-based and 

dynamic pricing based on initial cost, lease period, quality 

of service, age of resources and cost of maintenance. This 

means that businesses have a wider variety of options when 

it comes to what they offer as subscriptions. 

SaaS and cloud computing have a major effect on 

company agility. Cloud-based subscription models enable 

businesses to scale resources rapidly, respond to shifting 

market demands, and drive innovation. In the fast-paced 

world of business we live in today, this flexibility is vital, as 

organizations must conform to rapidly changing risks or 

business opportunities. 

 

When it comes to SaaS adoption, businesses face a 

handful of considerable challenges; chief among them are 

data privacy and dependence on the internet. These 

challenges may have considerable financial repercussions for 

the organizations. 

 

3.1.1. Data Privacy Concerns 

Data Privacy – SaaS adoption is marred with data privacy: 

● In 2024, 31% of organizations reported a SaaS data 

breach, a five-point increase over the previous year 

[24]. 
● Just 32% of respondents were confident that the data 

their company or customers store in SaaS applications 

are secure; that number was 43% in 2023 [24]. 

-Scientific journals 

like “Philosophical 

Transactions” 

(1665) pioneered 

academic 

subscriptions 

-Theater 

subscriptions 

became popular in 

European opera 

houses 

-Wine merchants 

offered “cellar 

subscriptions” to 

aristocrats 

-Lending libraries 

introduced 

subscription-based 

book borrowing 

subscriptions 

(1785) 

-Sheet music 

subscription 

services emerged 

for piano rolls 

-“Patent 

Medicine” 

subscription 

services 

delivered regular 

tonics 

-Insurance 

companies 

developed 

subscription-

based payment 

models 

-Fruit and 

vegetable box 

schemes started 

in European 

cities 

-Columbia 

Record Club 

began offering 

monthly music 

records (1855) 

-Sewing pattern 

subscriptions for 

dressmaking 

became popular 

Club (1950s) 

-Columbia House 

Record Club 

(1955) 

-Time-Life Book 

Series 

subscriptions 

-Encyclopedia 

Britannica’s 

subscription-based 

updates 

-Coffee club 

subscriptions for 

office deliveries 

-Diners Club 

launches first 

credit card 

subscription 

(1950) 

-Sports season 

tickets formalize 

as subscriptions 

-Beer-of-the-

month clubs begin 

(1950s) 

-Christmas Club 

savings accounts 

(regular deposits) 

 

-LinkedIn 

Premium 

(2003) 

-World of 

Warcraft 

monthly 

gaming 

(2004) 

-YouTube 

Premium 

(2006) 

-Amazon 

Prime (2005) 

-Zipcar 

subscription 

car service 

(2000) 

 

Cloud (2011) 

-Microsoft Office 

365 (2011) 

-Google Play 

Pass (2019) 

-Apple Arcade 

(2019) 

-ClassPass fitness 

(2013) 

-HelloFresh meal 

kits (2011) 

-Rent the 

Runway fashion 

(2009) 

-Twitch 

subscriptions 

(2011) 

-Apple Music 

(2015) 

-Disney+ (2019) 

 

-Car manufacturer 

subscriptions 

(BMW, Porsche, 

Volvo) 

-NFT subscription 

services 

-Digital healthcare 

subscriptions 

-Remote work tool 

subscriptions boom 

-Gaming battle 

passes become 

standard 

-Grocery delivery 

subscriptions 

expand 

-Professional 

training and 

certification 

subscriptions 
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● From SaaS apps [26], 61% of ransomware breaches 

come from survey respondents. 

The statistics above underscore the increasing threats of 

data breaches and confidence levels on SaaS security 

measures. The potential for monetary loss includes loss of 

intellectual property, reputational harm, and regulatory 

penalties. 

3.1.2. Internet Dependency 

Another major disadvantage of SaaS is its dependence 

on internet connectivity: 

● External service outages due to the provider and internal 

connectivity issues can result in a shutdown of 

operations and significantly affect productivity. 
● While exact figures depend on the size and nature of the 

business, the cost of downtime can add up quickly. 
 

3.1.3. Other Adoption Challenges 

1. User Adoption: Employees can be reluctant to adopt 

new platforms or tools, especially when they feel 

stretched or undertrained. 

2. Hidden Costs: SaaS pricing models can be intricate, 

often including hidden fees for extra functionality, users 

or storage. 
3. Vendor lock-in: If a solution is so integrated with a 

particular provider that customers do not want to switch, 

it may be costly and complex. 
4. Additional Compliance Requirements: This can become 

a top challenge in protecting data in SaaS. 29% of 

respondents indicated additional compliance 

requirements were their top challenge to protecting data 

in SaaS [22]. 
5. Underestimation of SaaS Scale: Although 49% of 

responders said they had fewer than 10 apps linked to 

Microsoft 365—the actual average was more than 1,000 

SaaS-to-SaaS connections per deployment [24]. 
 

3.2. Financial Impacts 

The cost of these issues can add up quickly: 

• The average cost of a data breach rose to $4.45 million 

in 2023, a 15% increase over 3 years (IBM Cost of a 

Data Breach Report 2023). 

• Many businesses underestimate their SaaS usage, 

leading to unexpected costs. The average small to 

medium-sized business uses 200 or more SaaS solutions, 

with estimates as high as 2000 [26]. 
 

4. Novel Pricing Mechanisms and Their Effects 

on Markets 
Diverse pricing strategies reflect today’s complex 

service offerings, which have evolved alongside subscription 

models. Companies are establishing sophisticated pricing 

mechanisms that stretch beyond flat-rate subscriptions to 

maximize revenue and provide value [76]. 

 

4.1. Usage-Based Pricing Models 

Snowflake and Twilio are trailblazers of usage-based 

pricing in the cloud computing space. Through its 

consumption-based model, Snowflake only bills customers 

for the computational resources they actually consume — 

this expanded Snowflake’s net revenue retention to 169% in 

2023 [77]. This method has been particularly successful in 

the data warehousing sector, where workloads can fluctuate 

considerably. 

4.2. Hybrid Pricing Structures 

Adobe Creative Cloud is a great example of the hybrid 

pricing model, which incorporates both subscription-based 

and usage-based pricing. Their enterprise plans consist of 

seat-based licensing, as well as consumption credits for 

additional services, giving them a 25% increase in the 

retention of their enterprise customers compared to their old 

perpetual license model [78]. 

4.3. Value-Metric Pricing 

Stripe is a payment processing platform that uses value-

metric pricing by charging a percentage of the transaction 

value rather than fixed fees. With a metric based on success 

for the customer at the heart of their growth, research 

suggests that value-metric pricing models grow 38% faster 

than seat-based models [79]. 

4.4. Dynamic Pricing Implementation 

Dynamic pricing has been successfully integrated into 

airline and hospitality services subscription offerings. 

United Airlines subscription programs, for example, vary 

ticket prices depending on customer segmentation and 

demand patterns, resulting in a 15% revenue per available 

seat mile boost. 

4.5. Pricing Effectiveness: An Analysis Across Industries 

Research studies assessing the efficacy of the pricing 

strategy across various industries display some key common 

trends: 

1. Technology Sector 

• Usage-based pricing works best for infrastructure 

services 

• Hybrid models boost average customer lifetime 

value by 23% [80] 

2. Media and Entertainment 

• Based on tiered pricing with a distinct value 

proposition, customer retention is 42% higher. 

• Freemium models show 3.5x higher conversion 

rates when they include high usage limits [81]. 

3. Professional Services 

• Value-based pricing results in 18% greater profit 

margins. 

• Condition-based pricing drives up customer 

satisfaction by 31% [82].  
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4.6. Success Factors for Implementation of Pricing 

Strategy 

Research highlights several key elements in driving 

successful pricing strategy execution: 

1. Organizations that align pricing metrics with customer 

value perception show 27% higher customer satisfaction 

scores [83]. 

2. Clear and transparent pricing communication has been 

proven to decrease the number of customer support 

inquiries by 35% and increase trust metrics by 29% [84]. 

3. Companies providing flexible pricing options have 40% 

higher customer acquisition metrics and maintain 25% 

lower churn metrics [85]. 

4.7. Implementation Challenges 

While the benefits are immense, companies are 

challenged on multiple fronts by the implementation of 

innovative pricing strategies: 

4.7.1. Technical Infrastructure 

• 67 per cent of companies struggle to implement usage-

based billing systems. 

• Integration costs average around 15-20% of initial 

implementation budgets [86] 

 

4.7.2. Customer Education 

• Educating customers is lengthy: it can take between 3-6 

months for organizations to onboard customers to new 

pricing models. 

• Clear communication reduces adoption resistance by 

45% [87] 

 

4.7.3. Revenue Predictability 

• Usage-based companies that change revenue models 

struggle, even post-conversion. 20–30% volatility in the 

first year after conversion. 

• This volatility is decreased to 10-15% 101 with hybrid 

models. 

 

5. Emerging Technologies and Subscription 

Models 
We are witnessing a far-reaching change in 

subscription-based business models driven by emerging 

technologies, such as Artificial Intelligence (AI) and Internet 

of Things (IoT).  

These technologies allow enterprises to deliver more 

pointed, effective, and value-driven services for their 

subscribers. 

5.1. AI in Subscription Models 

AI is improving subscription services through enhanced: 

• Personalized Recommendations: AI algorithms analyze 

user behaviour to suggest personalized content or 

products, boosting user engagement and retention. 

• Detecting Churn: ML models can help organizations 

predict when customers are most likely to cancel a 

subscription and take appropriate steps. 

5.2. IoT and Subscription Services 

The IoT is creating new opportunities for subscription-

based services: 

• Continuous Value Delivery: Companies can deliver 

ongoing value from IoT devices through real-time 

monitoring, updates, and services [2]. 
• Data-Driven Insights: IoT sensors are capable of 

collecting massive amounts of data, which companies 

can leverage for ongoing improvement in their product 

and service offerings. 

5.3. Case Studies 

5.3.1. Case Study 1: IoT-Enabled Subscription Models 

Introduction Data science can add value to all business 

models, creating disruptive changes in various industries. 

Sustainable revenue transactions capture value critical for 

successful SMBs. Continuously improvement based on 

business value is paramount! 

To solve revenue complexity and design data collection 

mechanics, an agile operations organization is critical. The 

study emphasizes improvements in the value proposition, 

service innovation, and customer retention in preserving IoT‐

based subscription models [75]. 

5.3.2. Case Study 2: IoT Market Subscription Models 

In 2015, the IoT market was worth $23.09 billion and is 

projected to be $443.27 billion in 2022 [32]. This growth is 

directly correlated to the embrace of subscription models. 

Research findings include: 

• Businesses can generate recurring revenues with IoT 

subscription models. 

• They also help with building long-term relationships 

with customers. 

• These models can expand market share by reducing 

initial costs and making products more affordable. 
 

5.4. Impact of Generative AI on the Subscription Economy 

Generative AI (GenAI), a branch of AI focused on 

creating novel content and ideas, stands to transform the 

subscription landscape. GenAI, which are systems that attain 

the ability to create new content, data, or information from 

pre-existing data it was trained on, are revolutionizing the 

way we provide and access technology and information. 

Moreover, this technology is increasingly being embedded 

into subscription-based products and services as a recurring 

value proposition. Generative AI (GenAI) products, 

including AI writing assistants, image generators and code 

creation tools, are on the rise, and many are available through 

subscription models. As a result, these models tend to have 

their traits: 
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• Usage-based pricing: GenAI subscriptions could also 

feature usage-based pricing, where customers are charged 

based on the volume of content generated or the 

complexity of the tasks performed. 

• Value-based subscription tiers: Subscription tiers could 

be created based on how powerful the AI model is, how 

customized it can be, what level of features are included, 

etc., 

• Collaboration: GenAI models are continually being 

developed and refined, leading to evergreen value and 

capabilities for subscribers. 

5.4.1. GenAI Subscriptions Structure 

Most GenAI subscriptions follow a hybrid model where 

recurring fees are supplemented with usage-based pricing. 

This model gives organizations the benefits of predictable 

revenue while maintaining elasticity to integrate different 

customer needs and usage trends. For instance, a GenAI 

writing assistant could have a free base subscription for 

writing a limited number of words a month, with overage 

charges for exceeding that limit. 

5.4.2. GenAI Personalization Potential 

GenAI enables companies to hyper-personalize the 

subscription offering. GenAI can personalize content, 

features, and recommendations to individual needs by 

analyzing user data and preferences. By doing so, GenAI 

products improve customer satisfaction, improve engagement 

and ultimately achieve a greater customer lifetime value. 

5.4.3. Ethics in GenAI 

The growing adoption of GenAI also raises ethical 

considerations: 

• Bias mitigation: GenAI models can reflect (and 

reproduce) biases from their training data, resulting in 

biased or discriminatory outcomes [65]. Businesses 

have to find ways to minimize bias and make GenAI 

work pretty. 

• Data privacy: GenAI needs access to user data to 

perform effectively. Implementation of privacy 

protection and regulation of data related to the user 

must be placed above everything else by companies. 

• Transparency and Explainable AI (XAI): The “black 

box” nature of some GenAI models can pose issues 

related to transparency and accountability [66]. 

Explainable AI (XAI) strives to uncover how models 

make decisions to enhance user trust and promote the 

ethical application of AI. 

5.5. In-Depth Analysis of GenAI Subscription Models 

The integration of Generative AI into subscription 

models has introduced novel pricing and delivery 

mechanisms that differ significantly from traditional 

subscription structures. Recent research indicates that GenAI 

subscriptions are evolving rapidly, with 78% of providers 

adopting hybrid models that combine multiple pricing 

approaches. This evolution represents a fundamental shift in 

how AI services are delivered and monetized, creating new 

opportunities for both providers and consumers. 

5.5.1. Innovative Subscription Structures in GenAI 

Subscription models that incorporate Generative AI 

introduce new pricing and delivery mechanisms that are 

fundamentally different from existing subscription models. A 

recent study shows that GenAI usage is evolving rapidly  

(most providers now offer a hybrid model that uses multiple 

pricing approaches). This evolution shows a change in the 

way AI services are offered and monetized, offering new 

possibilities for providing and using AI. 

5.5.2. GenAI: New Subscription Models 

The GenAI market is characterized by four subscription 

structures that offer different advantages and cater to 

different needs. One such approach, now seen as the de facto 

method, is the token-based system where usage is tracked in 

computational tokens, allowing for dynamic pricing based on 

model sophistication and usage consumption styles. This 

flexible model of production has proved to be very effective, 

with an average saving of 35% compared to fixed-rate 

models and greater flexibility for users with variant motives. 

A departure from token-based pricing is outcome-based 

pricing, in which charges are based on the successful 

completion of tasks rather than the amount of usage and 

reflect mechanisms for quality-adjusted pricing or 

performance guarantees. This has delivered particular 

success in many enterprise applications, enabling average 

customer satisfaction rates to be increased by 42% per dollar 

spent. This approach has shown great promise, particularly in 

situations where the quality and reliability of the output are 

of the highest priority. 

Capability-tiered access is much more common, where 

users get different levels of access with different model sizes 

and capabilities, as well as levels of customization and API 

access. This framework has proven extraordinarily effective 

when it comes to moving customers further down the path 

towards increased usage, where providers noted a 28% 

increase in upgrades as users realize the value of more 

sophisticated options. This tiered approach offers 

organizations the necessary tools to begin with fundamental 

functionality and then scale as their requirements grow, 

offering a clear pathway for growth and expansion. 

Enterprise-specific deployments embody the most prevalent 

highest-level end of the spectrum, offering custom model 

fine-tuning, dedicated infrastructure and enhanced security 

capabilities. Such deployments yield impressive returns, 

with organizations reporting ROI improvement of 45% for 

large implementations. This method has been especially 

beneficial for organizations with custom requirements or 

sensitive data handling. 
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5.5.3. Personalization for GenAI focused Services 

Advances in personalization capabilities are uniquely 

enabled through GenAI subscriptions. Dynamic learning 

systems are a pillar of these capabilities, employing 

continuous model adaptation, user preference incorporation, 

and context-aware responses. 37% improvement in user 

engagement through constant evolution of systems and their 

outputs through continuous interaction and ongoing 

feedback113. 

Interformat personalization has become one of the 

hottest GenAI services, enabling content generators to 

demonstrate the same style transferability and brand voice 

consistency across formats. By using this holistic approach 

to personalization, 31% higher content relevance scores, 

measured by user feedback and engagement metrics, have 

been observed. Applications in marketing and content 

creation based on this ability to maintain consistency while 

adapting to preferred formats of different users have become 

particularly useful. 

5.5.4. GenAI Subscription Implementation Template 

A comprehensive framework for GenAI subscription 

services implementation that acknowledges the intricate 

interactions between technical architecture and service 

delivery. The framework breaks it down into three key 

layers — infrastructure, service layer, and personalization, 

each important in managing a successful GenAI services 

deployment. This includes an infrastructure layer that 

provides scalable compute and load balancing and a service 

layer that provides API interaction and usage tracking. The 

personalization layer — the richest and most complex of all 

the layers — is responsible for managing user preferences 

and learning algorithms to build a cohesive system that 

evolves and adapts based on interactions with people. 

5.5.5. Economic Impact and Future Trends 

Studies have found that the economic benefits of GenAI 

subscriptions have been substantial across a range of things. 

Improvements in operational efficiency have been especially 

impressive as organizations have reported a 45% reduction in 

costs for accelerating content production and a 38% 

improvement in processing speed. These efficiency gains 

have shown up directly as improved financial performance, 

with providers seeing a 41% bump in user retention and 35% 

more average revenue per user [100]. 

As we look ahead, research points to a few future trends 

that are likely to define the next phase of GenAI 

subscriptions. Hybrid pricing models are becoming 

increasingly sophisticated, where fixed and usage-based 

elements are combined and integrated with outcome-

dependent factors and value-metric integration. Next up, we 

currently have advanced personalization capabilities, which 

have been expanded from the capabilities we saw by 

incorporating real-time adaptation, cross-platform 

synchronization, and context preservation across different 

use cases. As Enterprise integration matures, it will feature 

more coverage and flexibility with custom deployment 

options across industry-specific solutions becoming table-

stakes offerings. 

5.5.6. Challenges and Solutions of Integration 

Adoption of GenAI subscriptions poses some significant 

challenges, which organizations need to tackle 113. Technical 

integration is still the biggest concern, as are things like API 

compatibility, performance tuning and security. User 

adoption considerations (learning curve management, 

feature discovery, etc) only add more complexity to these 

challenges. However, studies have demonstrated that 

companies that address these barriers successfully by rolling 

out extensive training programs and showing that the value 

of the new technologies is clear see much more significant 

adoption rates and job satisfaction scores. 

6. Consumer (B2C) subscription models vs. 

Business (B2B) Subscription Models 
B2C and B2B subscription models differ in their target 

audience, pricing strategies, and customer relationship 

dynamics, even though the basic principle of recurring 

revenue is the same. 

6.1. B2C Subscriptions 

B2C subscriptions are usually targeted towards 

individual consumers, providing things like entertainment 

streaming (Netflix, Spotify), online fitness programs 

(Peloton), and subscription boxes (Dollar Shave Club, Blue 

Apron). These models often emphasize the following: 

• Low price points: B2C subscriptions tend to have lower 

price points and shorter-duration subscriptions to appeal 

to a broad customer base. 

• Ease of use and convenience: In B2C subscriptions, the 

user experience is extremely important, which is why 

they focus on easy sign-up processes and intuitive 

interfaces. 

• Ethos: The marketing strategy appeals to needs and 

desires, selling subscriptions and fun. 

6.1.1. Personalization in B2C 

To improve customer satisfaction/retention, B2C 

companies leverage data-driven inputs to tailor 

recommendations, offers and experiences to individual 

customers. By analyzing customer data, businesses can 

design personalized experiences that appeal to their 

customers and drive sales. 

6.1.2. Community Building in B2C 

Community building is a very important part of B2C 

subscriptions. The creation of a sense of belonging among 

subscribers can be achieved through online forums, social 

media groups, or exclusive events [17]. Such communities 
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allow subscribers to connect, share experiences, and provide 

feedback, further cementing their relationship with the brand. 

6.1.3. B2C Acquisition and Retention Strategies 

B2C companies have a set of strategies they use for 

acquiring and retaining customers: 

• Acquisition: B2C acquisition strategies commonly use 

free trials, freemium models, and targeted advertising 

[67]. 

• Retention: Customers are retained, and churn is reduced 

using personalized recommendations, loyalty programs, 

and exclusive content [68]. 

 

6.2. B2B Subscriptions 

B2B Subscriptions are geared towards businesses, 

providing software services (like Salesforce and Adobe 

Creative Cloud), enterprise tools (like Slack and Zoom), and 

professional services (like legal or accounting software). 

These models often involve: 

• These can include the tiered pricing or usage-based fees 

seen in B2B subscriptions or customized plans based on 

particular business requirements. 

• In the case of B2B, more people are involved, and 

decision-making takes more time. 

• Marketing needs to focus on ROI and value proposition 

6.2.1. Customer Success in B2B 

In B2B engagements, ensuring that marketing customer 

success is emphasized is even more important than in B2C. 

Product and service providers play an anticipatory role in 

enabling their B2B clients to achieve desired outcomes from 

using the subscribed product or service, thus leading to 

renewals and upsells [19]. This often requires offering client 

support, education, and resources to help the customer get 

the most out of their subscription. 

6.2.2. Subscription Management in B2B 

Subscription management platforms can assist in 

streamlining billing, automating renewals, and providing 

insights into usage [19] with a goal to streamline the 

complexities of B2B subscription product offerings and 

improve efficiency and customer experience. 

 

6.3. Key Differences Summarized 

Table 2. Feature Comparison between B2B and B2C subscriptions 

Feature B2C Subscriptions B2B Subscriptions 

Target Audience Individual consumers Businesses 

Pricing 
Low price points, shorter 

durations 
Complex pricing, tiered plans 

Sales Cycle Short, impulse-driven Long, multi-stakeholder 

Marketing Focus 
Emotional appeal, 

convenience 
ROI, value proposition 

Customer Relationships Transactional, high churn Long-term, strategic 

Transaction Process 
Simple, less time-consuming, 

often impulse-driven 

Complex, involves rational 

analysis and longer consideration  

These basic differences result in different metrics in B2B and B2C subscriptions, as mentioned in table 2 below: 

Table 3. Subscription metrics comparison between B2B and B2C 

Metric B2B B2C 

Average Contract Value $15,000 - $100,000+ $10 - $100 

Customer Acquisition Cost $500 - $20,000 $10 - $200 

Average Sales Cycle 3-12 months 1-7 days 

Annual Churn Rate 5-7% 10-25% 

Customer Lifetime 3-5 years 1-2 years 

 

6.4. B2B Acquisition and Retention Strategies 

B2B companies approach the acquisition and retention 

of customers differently: 

• Acquisition: B2B acquisition strategies include content 

marketing, webinars, and industry events [69]. 

• Retention: B2B customer retention relies on 

personalized onboarding, dedicated account managers, 

and customer success programs [69]. 



Bihag Karnani / IJCTT, 72(12), 179-193, 2024 

 

186 

7. Boosting Customer Lifetime Value 
Customer lifetime value (CLV) is the total revenue 

generated from a customer from the beginning of the 

relationship with the business, which becomes the most 

critical metric for a subscription business. A higher CLV is a 

must for sustainable growth and profits. There are various 

methods companies can use to increase CLV: 

● Improve customer engagement: Whether it be 

personalized content, exclusive offers, or feedback 

requests, it is imperative to communicate regularly with 

the company’s subscribers [7]. Engagement can be further 

nurtured with a strong subscriber community through 

online forums, social media engagement, or exclusive 

events [7, 15]. 

● Enhance customer service provided: Resolving customer 

challenges promptly by offering efficient customer 

support further improves customer trust [10].  

● Provide flexible subscription terms: Enable subscribers to 

pause, change, or upgrade their subscriptions as needed 

[22]. 

● Maximize pricing strategies: Adopt value-based pricing 

and provide discounts for longer subscriptions [11, 18]. 

7.1. Customer Segmentation 

Understanding each of the customer types (and their 

accompanying value) is critical to successfully raising CLV. 

In addition to demographic [71], behavioural [72], and 

psychographic segmentation [73], to gain more insight into 

customer needs and preferences, one such framework 

segregates customers using Recency (R), Frequency (F), and 

Monetary (M) values [13]. This enables businesses to divide 

customers into segments and customize strategies to increase 

their long-term value. Churn Prediction and Retention 

Strategies 

7.2. Customer Retention 

Customer retention is a pivotal component of CLV 

optimization. Increasingly, AI and machine learning are 

playing a vital role in churn prediction. Companies can 

proactively work to avoid churn [16] by helping them 

analyze customer behaviour and identify at-risk customers.  

This means leveraging historical data, customer 

interactions and other relevant factors to predict churn 

probability and execute targeted retention efforts. 

7.3. Customer Loyalty Programs 

Another tool for boosting CLV is customer loyalty 

programs [18]. These initiatives, including rewards 

programs, exclusive benefits, and tiered memberships, can 

provide incentives for repeat purchases and build long-term 

loyalty [18]. Such programs give the customer a sense of 

appreciation and value, which, in turn, makes them loyal to 

the brand. 

7.4. Data-Centric Customer Retention Strategies 

In recent years, new developments in data analytics have 

revolutionized the way that subscription-based businesses 

view retention and churn. Companies that employ data-

driven retention strategies have 23% higher customer 

lifetime value than those that rely solely on traditional 

means [89]. One area in which it has manifested quite 

profoundly is retention management — specifically, 

predictive analytics for retention management. 

7.4.1. Retention Management using Predictive Analytic 

Customer retention is one of the main applications of 

predictive analytics that has gained a lot of interest over the 

past decade. According to studies, businesses that employ 

predictive analytics for churn prevention witness remarkable 

enhancements across the board, such as a 15% decrease in 

customer churn rate, a 28% increase in renewal rates, and a 

34% increase in upsell success rates [90]. Research by 

Vafeiadis et al. [91] (payment patterns and usage metrics) 

reveals that machine learning models were able to predict 

customer churn with 85% accuracy based on analysis of 

previous behavioural patterns and payment history [91] 

(2024). 

7.4.2. Advanced Analytics for Personalization 

So far, data-driven personalization has emerged as a key 

player in effective retention strategies [92]. Companies using 

AI-driven personalization achieve significant increases in 

engagement and even revenue indicators. They have reported 

a 42% rise in user engagement, a 37% increase in feature 

adoption rates, and a 29% increase in customer satisfaction 

scores. The revenue effects have also been considerable, with 

companies delivering 31% higher renewal rates, 25% higher 

average revenue per user, and 19% growth in expansion 

revenue [93, 94]. 

7.4.3. Behavioral Analytics and Optimization of Customer 

Journey 

Companies can leverage advanced behavioural analytics 

to optimize their customer journey at different touchpoints, 

giving special attention to onboarding optimization and 

usage pattern analysis 107. By analyzing onboarding, 

companies have seen a 45% reduction in time to value, a 

33% improvement in feature adoption, and a 28% reduction 

in early-stage churn. Similarly, usage pattern analysis has 

also helped with the identification of at-risk customers (39% 

better), improved intervention (27% better), and improved 

product stickiness (35% better) [95]. 

7.4.4. Implementation Framework for Data-Driven Retention 

Connecting these concepts, Mgbemena (2016) propose 

a structured framework for implementing data-driven 

retention strategies that consist of three core components 

[96]. The first part involves data collection and integration, 

which encompasses data on customer interactions, usage 

data, billing history, support interactions, and feature 
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adoption rates. The second part is about analytics 

implementation, such as predictive modelling, behavioural 

segmentation, real-time monitoring, and automated alerting 

systems. The third part addresses intervention strategy 

creation that includes personalized communication, tailored 

value reinforcement, proactive support, and customized 

offers/incentives. 

 

Measuring Success and ROI 

Research on the ROI of data-driven retention strategies 

shows significant financial impacts on multiple levels. They 

saw a 25% reduction in customer acquisition costs, a 32% 

decrease in support costs, and a 28% improvement in 

marketing efficiency. On the revenue enhancement side, 

metrics have been equally impressive, with companies 

reporting a 35% increase in renewal rates, 41% growth in 

expansion revenue, and 23% higher customer lifetime value 

[97]. 

Data-Driven Retention Best Practices 

Studies highlight a number of critical success aspects to 

data-driven retention with a focus on quality management of 

data and cross-functional associated with data integration 

[98]. Data audits conducted every 3 months increase 

prediction accuracy by 27% in the field of data quality 

management, whereas a standardized approach to data 

collection allows us to make our statistics 34% more reliable. 

Cross-functional integration has been found equally valuable, 

with teams sharing data access improving retention outcomes 

by 31% and sharing analysis improving the effectiveness of 

interventions by 29% [99]. 

Emerging Trends and Future Directions 

With the demand for more data-driven retention 

methods, emerging trends in this area include AI-powered 

retention tools as well as analytics applications. Natural 

Language Processing algorithms are being used by these 

tools, which means that AI technology can automatically 

perform sentiment analysis; real-time intervention systems or 

automated personalization engines.  

Customer journey mapping, predictive lifetime value 

modelling, churn risk scoring, and network effect analysis 

are a few particularly popular advanced analytics 

applications. Such workflows signify a near future of precise 

retention strategies that adapt based on the convergence of 

technology and analytics methodologies. 
 

8. Future Trends and Regulatory Impacts 
8.1. Emerging Trends and Regulatory Evolution in 

Subscription Models 

Technology evolution and changing consumer 

preferences and regulations are changing the dynamics of 

the subscription economy. The global subscription market—

estimated at $1.5 trillion in 2025—is propelled by trends that 

amplify the future trajectory of the business model [101]. 

8.2. Technological Evolution and Market Transformation 

The intersection of new and emerging technologies is 

fundamentally transforming subscription paradigms. A few 

transformative trends will help define subscription services 

in the future.  

However, edge computing and 5G networks are 

allowing more complex real-time service delivery, cutting 

latency times for services by up to 90% than traditional 

cloud-based solutions. This progress is critical for streaming 

services and interactive content platforms where user 

experience relies on response time. 

Data is a treasure for tracking and connecting the 

consumption behaviours of customers who interact with 

your subscription service. While IoT-powered subscription 

models are growing 2.5 times faster than conventional 

subscriptions because of their potential for predictive 

maintenance, usage-based pricing, and automated service 

provision [102]. This convergence is most visible in 

industries like automotive, healthcare, and even home 

automation, where physical products are increasingly being 

coupled with digital services. 

8.3. Evolving Consumer Behaviors and Service Models 

Reconceptualization of consumer preferences and 

behaviours altering the evolution of the subscription model. 

Notably, consumers are increasingly focused on flexibility 

and customization: 73% of consumers reported wanting 

more granular control over their subscription services. As a 

result, modular subscription trends include the modular 

model itself, which allows customers to assemble a service 

package according to their needs and preferences. 

Many subscription service offerings and models are 

being designed and delivered through a sustainability lens. 

There is a growing trend among consumers to make choices 

based on environmental awareness; 65% of subscribers say 

they prefer eco-friendly services and packaging [103]. This 

has encouraged subscriptions to embrace circular economy 

principles of their own, such as recycling programs, carbon-

neutral delivery, and sustainable packaging programs. 

8.4. Regulatory Environment and Compliance Hurdles 

There are also growing regulatory demands, with more 

laws applying to subscription services in various 

jurisdictions. Several important regulatory trends are likely 

to affect subscription businesses : 

Data privacy and protection: Increased regulation, in line 

with GDPR, is being adopted around the world, with a focus 

on subscription services that collect and process consumer 

data. These laws pose fundamental new data management 

requirements for subscription services at great installation 

costs, averaging 4% of annual revenue across affected 

companies.
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Improved Consumer Protection: New laws target 

subscription disclosure and cancellation rights. It has been 

shown that jurisdictions that adopted stricter consumer 

protection to rein in subscription abuse saw complaint rates 

fall by 15% and customer trust metrics improve by 23% 

[104]. 

Cross-Border Commerce Rules: Globalization is 

introducing regulatory challenges for companies offering 

subscription services, especially around tax compliance and 

data localization. Research indicates that cross-border 

subscription services incur 12% higher compliance costs 

compared to their single-jurisdiction counterparts [105]. 

 

8.5. Competitive Dynamics and the Structure of the Market 

Moreover, the subscription market is undergoing a 

major structural transition, one that is marked by increasing 

consolidation and new competitive dynamics. A particularly 

clear example of this is the streaming media, software 

services, and digital content sector. 

 

8.6. Financial Models and Investment Patterns 

Investment in subscription-based businesses is changing, 

and there are new metrics and valuations. Stakeholders are 

moving towards better instruments to evaluate projects, such 

as customer acquisition cost (CAC), lifetime value (LTV) or 

churn prediction models. This transitions both in venture 

capital investment decision-making and public market 

valuations towards sustainable growth, as companies 

delivering good unit economics are rewarded with premium 

valuations despite, effectively, lower absolute growth rates. 

8.7. Convergence of Physical and Digital Subscriptions 

More than ever the lines are blurring between the 

physical and digital space those subscription services inhabit 

(with new hybrids for both emerging). Some are already 

providing visible new value offerings and business 

proposals, particularly in retail, education and professional 

services. 

 

8.8. Strategic Implications and Adaptation Requirements 

Organizations that thrive in the subscription economy 

must navigate complex strategic issues and help manage 

shifting market dynamics. Following a multi-dimensional 

strategy capable of incorporating technical infrastructure, 

business model evolution, and regulation adaptation is a 

promising approach to achieving industry success. 

Successful companies that are skilful in managing these 

challenges will have higher growth rates and superior 

customer retention rates than competitors. 

9. Conclusion and Strategic  Recommendations 
Since then, the subscription economy has shown 

immense evolution and growth over the years and is still 

sending ripples with the impact of the technological 

revolution, market dynamics, and changing consumer 

preferences. Key signals of change will shape the future of 

subscription-based business models, and practical actions 

organizations need to implement now to enable their success 

in this evolving landscape. 

9.1. Key Insights and Implications 

The intersection between SaaS, cloud computing, and 

Generative AI has fundamentally transformed the 

subscription economy. Studies indicate that data-driven 

decision-making is becoming an important part of successful 

subscription businesses as they use advanced data analytics, 

complex pricing structures and personalized experiences. 

The lines between the B2B and B2C subscription models 

continue to blur as each serves as an inspiration to the other 

while offering their distinctive value propositions. 

GenAI comes with unique possibilities to capture more 

customized experiences and new value, coupled with new 

challenges to price, deliver and regulate. Organizations that 

can adopt GenAI in their subscription offerings successfully 

maintain much stronger customer retention rates and lifetime 

value metrics. On the other hand, this is only possible if the 

data privacy of customers is ensured, ethical aspects are paid 

attention to, and openness in communication with customers 

is taken into account. 

As a response, data-on-process-driven retention 

strategies have developed into a key profit driver, with 

studies indicating that firms employing advanced analytics 

and predictive modelling derive far superior outcomes in 

customer lifetime value and churn reduction. By combining 

multiple sources of data and analytical methods, you can 

better understand customer behaviour, predict their actions, 

prevent churn, and personalize your engagement strategies. 

9.2. Actionable Recommendations for Organizations 

Drawing from the extensive business analysis of this 

research, organizations must adopt the following strategic 

initiatives in order to embrace the changing subscription 

landscape successfully: 

9.3. Technology Infrastructure Enhancement 

Organizations need to build a strong and scalable 

technology backbone to enable sophisticated subscription 

business operations. The infrastructure must include 

powerful data analytics capabilities, real-time processing 

systems, and integration frameworks that facilitate cross-

functional communication across various business functions. 

9.4. Customer-Centric Innovation 

Adapting these new characteristics within your 

subscription offerings requires a fundamental shift to 

customer-centred innovation. Organizations that incorporate 

systematic feedback loops for customers in their design 

processes and promote continual iteration of features will 

continue to be more successful with new feature adoption. 
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Careful attention to customer journey mapping, regular 

feedback loops, and agile delivery processes that allow the 

organization to respond rapidly to changing customer 

requirements must form part of this way of working. 

9.4. Data Strategy Optimization 

Developing a data strategy creates a need for 

organizations to strike a balance between analytical 

capabilities and privacy. Companies with mature data 

governance frameworks achieve stronger results in terms of 

personalization efforts whilst at the same time maintaining 

higher levels of customer trust, research confirms. Such a 

strategy must include data collection protocols, quality 

management systems, and steps to protect privacy to 

guarantee compliance with these evolving regulations.  

9.5. Pricing Model Evolution 

This entails developing more sophisticated pricing 

models that reflect value delivery and customer usage 

patterns. Value-based pricing strategies with dynamic 

adjustment capabilities have been shown to generate higher 

revenue per customer than organizations using traditional 

fixed pricing. Such models should include usage metrics, 

outcome-based pricing features, and flexible tiering features, 

reflecting customer value perception. 

9.6. Implementation Framework 

To successfully implement these recommendations, 

organizations should take a phased approach: 

• Assessment Phase: Organizations should start with an 

in-depth assessment of their existing subscription 

capabilities, technology infrastructure, and customer 

engagement mechanisms. This should assess the 

presence of specific gaps and areas of focus across all 

the dimensions of operations. 

• Structured Transformation: This guides organizations to 

create comprehensive implementation plans that 

prioritize initiatives based on impact and resource 

requirements. 

• Implementation & Monitoring: Execution should use an 

agile methodology that allows for rapid iteration and 

continuous delivery.  

• Regularly check key performance indicators and 

customer feedback for effective implementation and 

timely corrections. 

 

10. Future Outlook 
The subscription economy will be plentifully fueled by 

technology evolution and market forces. The best-prepared 

organizations to seize new opportunities will be those that 

both execute these recommendations and remain agile and 

adaptive. Organizations with the best chance of success will 

have strong technical capabilities, strong customer 

relationships and flexible business models. 

Final thoughts: The subscription landscape offers both 

tremendous challenges and unparalleled opportunities for 

organizations that take a strategic approach to 

transformation. It relies on an innovative solution driven by 

technology, focuses on customer and operational 

improvement and efficiency, and is underpinned by data 

capabilities and agile business models. 
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