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Publishers around the world have been aggressively pursuing digital subscriptions over the past several years as shifting
consumer preferences, a secular decline in print demand, and challenges to print delivery continue to mount. Coupled
with the significant increase in the demand for news as a product of the pandemic, digital subscription volumes are
substantially higher than a year ago for most publishers. As digital subscribers become a larger proportion of total
circulation, the ability of markets to monetize these subscriptions is paramount to the long run sustainability of local and
national news outlets alike. While publishers have been hesitant to increase rates on digital subscribers in an effort to drive
revenue, our research suggests significant revenue opportunity exists for publishers willing to assume intelligent pricing
initiatives without sacrificing digital subscription volume.

Below we wiill briefly review some of the findings from recent digital pricing initiatives that publishers have undertaken in
partnership with Mather and provide some recommendations and considerations for publishers to evaluate as they begin
down the pricing path for their own digital subscriptions.

Digitals Growing Importance

As mentioned, for most publishers, digital subscriptions are making up a larger proportion of overall volume than ever
before. According to our internal subscription database, from February 2019 to February 2020, digital subscribers grew
from 12.02% to 1713% of overall circulation volume. In addition, from March 2020 to April 2020, that percentage grew
almost another full percentage point from 18.53% to 19.37%. Figure 1below shows the average makeup of total volume
and revenue year over year.

Figure 1
Makeup of Total Subscription Volume FEB “19 FEB ‘20

DIGITAL % of Total Volume 12.02% 1713%
% of Total Revenue 479% 6.97%

% of Total Volume 87.98% 82.87%
% of Total Revenue 95.21% 93.03%

While digital volumes have been a growing piece of the volume pie for publishers, the revenue contribution from these
subscribers has not kept pace. In fact, while digital accounts made up 17% of total volume earlier this year, this group made
up less than 7% of total revenue, showcasing the dramatic differences in rate between print and digital subscribers. As
print volume declines continue at 10+% annually, publishers will need to shift a larger share of the revenue contribution to

digital subscribers with efficient pricing strategies.
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Price Sensitivity for Digital Subscribers

Many subscription leaders have been hesitant to increase subscription rates on digital subscribers for several reasons,
including assumptions that pricing will hamper strategic goals of aggressive growth in digital volume and that digital
subscribers are more price sensitive than their print peers. Fortunately, some publishers have been conducting pricing
tests with Mather over the past year to address those assumptions with interesting results.

For the purpose of this study, we have aggregated the pricing results from four major U.S. publishing companies. The
chart in Figure 2 shows the effective price elasticity for print and digital customers for each group. Price elasticity is
defined as the change in volume as a function of a change in price. We are able to measure this via a robust A/B testing
protocol, where stops due to price can be separated from organic churn with the holdout of a no-increase control group.
To help interpret the values below, an elasticity of 0.1 would imply a 10% change in price would result in a 1% loss in volume.
Generally speaking, an elasticity below one (1) is considered inelastic, meaning a smaller percentage of volume is expected
to be lost for the same level of price increase.

Figure 2

Price Elasticity for Print and Digital Subscribers Effective Price Elasticity
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As you can see in the chart above, for both print and digital channels across all groups, the elasticities are well below one,
indicating an inelastic response to pricing. Of particular interest is that in three out of four groups, the digital elasticities are
not only low, but they are lower than those measured for print subscribers in the same markets. For context, the tests were
undertaken only on digital accounts with at least six months of tenure with starting rates ranging from $1.68 per week to
$3.99 per week, and increases ranging from 16% to 100%. In all four cases, the pricing tests proved to be quite successful
by proving rate increases on digital subscribers could drive revenue with minimal impact to volume across a range of
starting price points and increase levels.

Implementation Strategies
Once publishers decide that a digital rate increase is likely to provide incremental value, they are faced with several options

for implementation. The most common of those options are individual, segment, and product level implementations and
are detailed below in Figure 3.
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Figure 3

Options for Implementing Pricing Strategies

INDIVIDUAL
PRICING

02

SEGMENT
PRICING

03

BROAD ELASTICITY
PRICING

Targeted pricing
recommendations on an
product level

Targeted pricing
recommendations on a
segment level

Targeted pricing
recommendations on an
individual level
Aggregate price change

Recommendations based on Aggregate price change

recommendations based on
subscription product

recommendations based on
attributes like: product, bundle,
payment method, subscription
term, customer group, tenure,
and/or postal code

individual’s estimated price
elasticity

Each of these options come with trade-offs between simplicity and precision. Using data analysis techniques to measure
price elasticity at the individual level can lead to very precise rate recommendations to optimize revenue, but it requires
more rates to be created and an investment in sophisticated analysis. This type of application accounts for individual level
attributes that are associated with retention and price sensitivity. One of the most important attributes in predicting retention
and price response with digital subscribers is engagement. Figure 4 below shows the relationship between the stop rate of
digital subscribers by level of monthly article page views (APVs) for one of the publishing groups alluded to previously.

Digital Pricing Impacts by Monthly APVs
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Once measured, these types of individual nuances can be incorporated into an efficient pricing program to reduce

negative volume impacts. The table in Figure 5 (next page) shows the potential revenue opportunity of applying this type

of analytically-driven pricing program on a sample market with 10k digital accounts. We find that leveraging econometric
analysis to apply differentiated pricing, or market-based pricing (MBP) can lower effective price sensitivity by 40% or more
versus across the board (ATB) increases. In this example scenario, this strategy could generate an additional $172k annually

and reduce volume loss by 6%.
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Figure 5

Revenue Opportunity from Digital Price Optimization

SCENARIO BASE RESULTS ATB MBP DIFFERENCE DESCRIPTION

Active Digital Subscribers 10,000  Avg. Renewal Price Elasticity -015 -0.09

Monthly Price $12.00  Lost Subs from Pricing -1,500 -900 600 Fewer price stops

Price Increase % 100%  Remaining Subs 8,500 9,100 600 More subs remaining

New price $24.00  Revenue Lost from Price Stops  ($432,000)  ($259,200)  $172,800 Less revenue lost from stops
Monthly Revenue $120000  Annual Revenue $2,448000 $2620800  $172,800 More total revenue per year

Annual Revenue $1,440,000  Net Incremental Revenue $1,008,000  $1,180,800 $172,800 17% % More incremental revenue

Gross Incremental Revenue  $1,440,000  Incremental Revenue % 70.0% 82.0% 12.0% 12% % Points more total rev. post-increase
Reduction in Price E Revenue Yield % 70% 82% 12% 17%  Higher net/gross ratio from increase

On the other end of the spectrum, applying pricing at the product level allows for a lean rate structure but will often lead

to underpricing a significant portion of the market that are not sensitive to price and pricing out the segment of the market
that are highly sensitive to price. In between the two extremes are a range of implementation options of pricing at segment
levels of the population.

Conclusion

In conclusion, as digital subscribers continue to garner a larger share of total volume, the need to monetize these audiences
will become increasingly important. As we have seen, recent pricing tests have shown that digital subscribers exhibit low
price sensitivity, indicating significant revenue opportunity through pricing action. Leveraging analytics tools to incorporate
subscriber or segment level attributes to further refine pricing initiatives can further increase the efficacy of pricing
programs.

At Mather, we have helped publishers design efficient pricing programs for print audiences for many years, and we look
forward to continuing to expand these services to digital audiences as wella
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