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From music and video to cars
and clothing

Distribution services allow users to
enjoy music and videos on their PCs
or smartphones for a fee every month.
Major music distribution services
have more than 200 million subscrib-
ers worldwide and seem to be a
well-established way to enjoy music
and videos these days.

The subscription business model
has become popular for digital con-
tent such as music, video, and games.
In recent years, luxury items such as
cars and brand-name bags have be-
come readily available at reasonable
prices, and many services providing
products like clothes, flowers, and
groceries on a monthly basis have
also appeared. Subscription services
are also increasingly being introduced
in cafés and work spaces.

Fixed-price contracts for goods
are similar to leases for cars and of-
fice equipment in the sense that you
pay a monthly fee. However, the ad-
vantage of a subscription service over
a fixed-term lease is that you can
easily start or stop using the service
at any time.

The reason for the proliferation of
subscription services is a change in
the perception of value from products

Subscription Services

A subscription service is a business model where customers
pay a fee for the right to use a service or product for a
certain period of time. It has become popular mainly for

digital content services, such as music, videos, and games.

to services. There was a time when
buying and owning things was a sta-
tus symbol, but the desire to buy and
own things has declined significantly,
especially among the younger gener-
ation, and subscription services are
part of this trend. Instead of asking
people to buy products, subscription
services offer a service or experience
such as enjoying music, driving, or
the latest fashion.

Also, with digital content like music
and video, you no longer have to rent
or return CDs and DVDs, but can en-
joy them right on the spot. With cars
and fashion items, the appeal of a
subscription is that you do not have to
go through the hassle and expense
associated with maintenance and
management. There is also the ad-
vantage of trying things out before
you buy them, which can also be seen
as an environmentally friendly way of
shopping where you buy only what
you really like after trying it out.

Benefits such as marketing
for service providers

So far we have mainly described the
benefits for customers, but there are
also benefits for service providers.
One benefit is the opportunity for
companies to conduct market re-
search through the services they of-

fer. With the tradition-

People can use a variety of expensive
Preducts or sernces fora Flat rate.
Also, providers can learn people’s
preferences and trends fom the usage dafa.
and can improve the products and setvices.

al distribution model,
it is difficult to know
who will use the prod-
uct once it is sold and
how they will use it. In
contrast, with a sub-
scription, it is easy to
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understand user demo-
graphics, usage scenar-
ios, and trends, and
you can update your
services accordingly.
Also, companies

cannot ignore the ben-
efit that as long as peo-
ple continue to use the
service, companies can
expect revenue for the
next year. This is diffi-
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a product like a core system that
takes a lot of time and money to build
for a specific company, but not so dif-
ficult with a versatile IT solution that
can be used by many people over
time. If the service is a proven type of
infrastructure, such as the world’s
most popular office software or a
cloud service platform, it is hard to
stop using it or switch to another tool,
so the number of users will only grow.

In some cases, business-to-busi-
ness services use a pay-as-you-go
system rather than a flat rate system.
A German compressor manufacturer
made headlines around the world
when it announced a new business
model that charges customers not for
the compressor itself, but for the com-
pressed air they use.

As values change, so does
the concept of manufacturing

Of course, subscription services are
not without their drawbacks. Since
the products and services offered in a
subscription service belong exclu-
sively to the provider, and the sub-
scriber only has the right to use them,
there is a risk of unavailability at the
whim of the provider. In the case of
music distribution services, for exam-
ple, this has actually happened. Songs
by a particular music group suddenly
stopped being available, even though
you could listen to them the day be-
fore. Since many subscription services
are managed via a network, there is
also the risk that network problems
could cause the service to be unavail-
able.

Despite these risks, the trend to-
ward subscription services, which
now extends beyond industry bound-
aries and into industrial systems, is
likely to grow in the future. Rather
than just manufacturing and selling,
how can companies deliver value so
that people continue to use their
products? It seems that we need to
think about services and manufactur-
ing from a new perspective.

The article was published in October 2021.




