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Moving to a subscriptions model is now
a primary opportunity in business for a
simple reason: customers demand it.
This article introduces how technology
can enable this shift, focusing on key
considerations to get you started; how
to approach quote-to-cash design, and
how to best equip your front and back
office teams.

From car manufacturers offering
bespoke car design, to food suppliers
delivering meals to your door, the
subscription model is no longer the
domain of technology and media
platforms. Across all markets,
customers want easy access to
personalised products and services.

In turn, businesses profit from a
sustainable stream of recurring revenue
and powerful insights into their revenue
streams, customers and scalability.
The benefits are plain to see, accessing
them is the challenge.

Figure 1 - Key people. process and data considerations in quote-to-cash design

Enabling the subscriptions model in
your business has wide implications.
Technology is the key, but it relies on
how front and back office applications
are used to support teams and engage
customers. Businesses commit huge
investment towards ‘best-of-breed’
customer relationship management
(CRM) and enterprise resource planning
(ERP) tools to obtain market-leading
functionality in their quote-to-cash
function. As a result, the modern IT
footprint of many enterprises can be
challenging, with siloed cloud and
on-premise applications expected to
work seamlessly together. The big
question is, how can you ensure these
complex applications integrate to
improve efficiency, data alignment,
end-to-end visibility and at the same
time achieve financial compliance?

A holistic view of
quote-to-cash design

Successful delivery of a subscription
model lies in the alignment of people,
process and data across the front and
back-offices; marketing, sales, finance,
IT, legal, supply chain, order
management and customer service.

A holistic design of the entire
quote-to-cash architecture is required.
Creating a unified data model across
applications and equipping teams with
integrated tools and processes are
attractive propositions, however
delivering them requires design and
planning up-front. The challenges will
differ based on your business, but the
questions in Figure 1 will help drive
your thinking.
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Teams

Q How are your people organised
into functions?

Q What tools do they need to
support that function?

Q What are the dependencies
between teams?

Q What are the key KPIs and SLAs?
Training & Security

Q Are people using tools? Are they
using them effectively?

Q Is data accessible to the right
people, and secure?

Q How is role segregation
and security ensured?
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Across all markets,
customers want easy
access to personalised
products and services.

End-to-end design

Q What representation do | need
from business functions to ensure
holistic design?

Q What up and downstream process
dependencies exist?

Q Have any decisions been made
in silos

Manual or Automated

Q What processes are manual?
Could they be automated?

Q What are the handshakes
between teams?

Q Are there examples of
double-keying?
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Data source & governance
Q What should be the source
of data and who is the owner?

Q How should data be shared and
maintained in other systems?

Q Does data flow in one way, or
are backward updates required?

Data Structures

Q How are records structured
in each system?

Q What is the optimal data structure
& design based on each system’s
requirements?

Q What are the common and key
attributes shared between teams?
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The Front Office: go-to-market
strategy for subscriptions

Moving to a subscriptions model will
influence how the business targets
leads and procures customer
opportunities. With a shift of focus to
retention over acquisition, customer
engagement must be secured in the
long-term, enabled by a better
understanding of trends and values.
Sales and marketing strategies must be
adapted to promote a more diverse set
of product offerings to a wider range of
customers. Market leading customer
relationship management (CRM) and
configure, price, quote (CPQ)
technology can help bring subscriptions
to market in the most effective way.

Personalise and automate customer
outreach through your CRM

Equipping your sales team with data
collation, governance and reporting
functionality will make information
obtained from a wide range of
applications usable. Improved data
governance supports continuous
learning about customers and their
values, which in turn enables more
effective outreach. Customers could be
grouped together for manual or
automated campaigns, with insightful
data enabling effective communication.
CRM tools optimise and automate
customer outreach, which is essential
in the high volume and competitive
subscription market.

Utilising data to convert leads
& retain business

Accessible reporting and analytics
informs how customers interact with
the company, and who is expressing
interest. This supports the sales team
to convert leads to opportunities more
effectively. Utilisation of Al automates
the data collection process in the social
media domain. Improved understanding
of a customer’s behavioural or
transactional habits after purchase will
ensure business can be retained,
support proactively provided, and
upsell opportunities pursued effectively.

Tailored products and services

Supporting Customer demand for
bespoke products and prices is a key
component to enabling the
subscriptions model. With a ‘Configure,
Price, Quote’ (CPQ) tool, sales
personnel can create limitless product
configuration and pricing rules instantly,
providing selling options in any
situation. The customer experience is
improved by reduced lead times, and
specialised product offerings from a
more consultative sales team. CPQ
pricing rules can also be designed to
address wider subscription model
goals such as targeting particular
revenue streams or identifying

upsell opportunities.

The back office: transacting
and reporting for subscriptions

Once a customer has been engaged
and a price agreed, delivering a
subscription requires harmony across
three areas; fulfilling the order, billing

the customer, and recognising revenue.
A subscriptions model introduces
significant complexity. Customers
demand near-immediate order
fulfilment and the flexibility to amend
their purchases in-flight, whilst an
increase in subscriptions usually means
higher volume, variance and complexity
of transactions. Also, the timing and
nature of revenue recognition has
changed, and errors lead to time-
consuming manual corrections.
Technology providers are waking up to
the requirements of the subscription
model and delivering the functionality
to support it through their enterprise
resource planning (ERP) solutions.

Fulfilment through integrated
order orchestration

Subscriptions often comprise both
tangible and intangible goods, requiring
very different fulfilment processes. The
best ERPs are meeting this challenge
with order orchestration functionality to;

» Automatically send order handling
instructions to downstream
fulfilment systems

+ Improve order fulfilment cycle time

« Enforce corporate compliance &
reduce errors

« Initiate downstream billing, revenue
and accounting processes

» Track customer assets and coverage
(warranty/ support)

Automating the order fulfilment cycle
will help to transmit real time data
between ERP and the external
fulfilment system as soon as the order
is created, ensuring an effective quote
to fulfilment cycle.

Figure 2 - Automated order management process flow enabled by order orchestration
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Subscription and
billing management

Some ERPs have dedicated offerings
to handle subscription contracts.
These modules are capable of handling
modifications as customers initiate,
renew, and upgrade subscriptions,
automating these processes where
possible. The goal of a good
subscription management tool is to turn
the subscription into a transactable
entity, where complex revenue
recognition methods and periodic price
adjustments can be set up and
managed throughout its lifecycle.
Billing requirements must also be
catered for. Is your billing and
collections function scalable to handle
increased volumes and amendments?
Can systems cope with the complex
billing schedules and usage-based
revenue streams?

Financial accounting and
revenue management

The nature of revenue recognition has
changed. New accounting standards
coupled with increase in transaction
volume and complexity is putting
pressure on finance personnel,

processes and technology. To meet
these challenges while ensuring
regulatory compliance, businesses
often defer to time-consuming and
complex manual workarounds, and
accounting for a subscriptions model in
this way can become unmanageable.
Implementing a revenue management
solution, designed to automate revenue
accounting in compliance with IFRS15/
ASC 606 principles, can help remove
manual processes and optimize the
revenue function. The complexity of
revenue recognition will vary based on
business or industry, and as such the
best tools offer flexibility in how
customer contracts are identified,
performance obligations are satisfied
and accounting generated. Depending
on the scenario, contract modifications
may be accounted for as adjustments
or as new contracts, and the best ERP
tools can be configured to handle any
scenario. Subscriptions introduces
challenges across the finance
ecosystem, from new tax implications
to reporting disclosures, and
businesses must be equipped with the
tools to meet them.

Summary

Enabling a subscriptions model
represents significant challenges to
business, but the potential benefits
make this journey worthwhile.
Subscriptions cater for the evolving
expectations of a broader customer
base, offering opportunities to develop
new and recurring revenue streams.
To start realising these benefits, key
questions must be considered;

* Quote-to-cash design: has a holistic
approach to the design of quote-to-
cash architecture been taken, with
representation from the entire
lifecycle sought to understand the
data, people and process
dependencies?

» Technology: based on your business
requirements, do you have the
correct front and back office tools in
place to support your quote-to-cash
business process and best enable
the subscriptions model?

The business can then begin to build
the vision; an end-to-end, technology
enabled quote-to-cash function that
supports subscriptions revenue
streams, handles different products
and services in the most effective way,
and achieves regulatory compliance.

Quote to Order Order to Invoice Invoice to Cash Cash to Report

Enterprise
Contracts
(Contract
terms)

Space/
Logical
Inventory

. CRM Modules

Revenue

Management

Subscription

Management
OM/ Order
Orchestration
Purchasing —
Project/Task/ |
Res Mgmt

ERP Modules [l CRM or ERP

Receivables/

Collections
Cash
Management el
Payables Financial
Consolidation
& Close

To go further, and support a truly optimised subscriptions model, an integrated and automated quote-to-cash function will be
required. To see how this works in practice, get in touch.
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