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How to Succeed in the Relationship Economy

			‘A better relationship with your customer starts with truly understanding your customer. While designers often think they intuitively understand their customers, using both quantitative and qualitative data analysis described in this book can truly give new insights, which lead to better decision making.’

			—Jelle Prins, design manager, Uber

			‘This book takes the B.S. out of so much blather about reader revenue. As the authors point out—with great case histories—subscriptions start with great content and prosper with smarts that only ongoing intelligence gleaned from data can sustain. This is a great primer for all who believe in the growing power of reader revenue for news companies.’

			—Ken Doctor, president, Newsonomics

			‘Mather and NRC look into the future of subscription economics as few can. How to Succeed in the Relationship Economy elegantly captures the change in the consumer landscape we are witnessing. Companies using data-driven subscription models are making Darwinian leaps over their predecessors. This book is a must-read for anyone serious about evolving their business.’

			—Stacy Spikes, cofounder, MoviePass

			‘In our data-intelligence infancy, we need forward-thinking and experienced practitioners. The authors of How to Succeed in the Relationship Economy are among them, and their book is a real milestone in a journey every business should have embarked upon a while ago. It’s never too late to learn from the best, and I encourage you to dive deep into this most up-to-date guide available on data and customer experience.’ 

			—Vincent Peyregne, CEO, WAN-IFRA

			‘As businesses, especially in the publishing industry, move increasingly toward subscription models, they may feel that they can no longer have meaningful relationships with their customers. The authors of How to Succeed in the Relationship Economy have outlined in great detail the ways in which thoughtful use of data analytics can allow for a new kind of customer relationship, one informed by real information about what users want and how they relate to your products. The authors provide a fascinating, real-world guide for businesses who want to harness the power of smart analytics to create meaningful and sustainable customer relationships.’

			—David Clinch, global news editor, Storyful

			‘Relationships are the new fuel of our economy. They drive our personal and private behaviours and choices, but they also define our engagement with companies and brands. We have moved from a transactional, object-based economy to a relational, subject-based economy. It’s no longer product benefits that drive our choices but goodwill grounded in relationships. How to Succeed in the Relationship Economy is a timely book, not only because it helps us understand this shift but also because it provides us with the essential tools to manage it. By synthesising the empathy and creativity of customer experience with the precision and rigor of data analytics, this book helps us build sustainable value through relationships, which will bring us one step closer to a truly human-centred economy.’

			—Erik Roscam Abbing, director, Livework Netherlands

			‘Matt Lindsay pioneered the segmented pricing of newspaper subscribers that allowed newspapers all over America to yield-manage their print-subscription revenue and drive substantial new profitable revenue to their income statements. He did this at a time when newspapers desperately needed incremental sources of revenue. I can think of very few people who have singlehandedly done more to help the financial plight of newspapers than the author of this book.’

			—Jim Moroney, publisher and CEO, The Dallas Morning News 

			‘I am impressed by the authors’ capability to bring sophisticated and holistic data-analytics expertise down to real business and value creation. The use case presented in the book is an easy-to-understand proof for successfully implementing a data-driven strategy.’

			—Georg Sauer, vice president business intelligence finance, 1&1 Internet SE 

			‘Many companies claim to put their customers first but fail in doing so. Whether it’s the short-term sales objectives that prevail, the product-driven way of working that is difficult to change, or because it’s just not that easy to prove the value of data and analytics to the business, many companies struggle in transitioning to a customer-driven organisation. Matt, Xavier, and Matthijs have done outstanding work in achieving customer-driven growth and are sharing their learnings and best practices in this hands-on guide into customer-led decision making for business growth. If you truly want to succeed in putting your customers first, read this book!’

			—Jimmy de Vreede, business consultant, Yourzine

			‘How to Succeed in the Relationship Economy puts data to practice and is a concrete source of information on how to build an organisation that harnesses the power of data effectively.’

			—Slaven Mandic, CEO, WayneParkerKent
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Preface

			This book is the product of a fortuitous collaboration between NRC Media and Mather Economics. The organisations are complementary but very different. NRC Media is a Dutch publisher. Mather Economics is an American consulting firm. NRC has considerable expertise around customer relationships and customer experience, while Mather deals in big data and predictive analytics. We found that each side had much to offer the other, and we firmly believe that the product of our collaboration is worth sharing with a broad audience. 

			When the two companies met, NRC was facing challenges. Readership was declining, and advertisement income was decreasing. NRC had to pivot to prosper in the long term. Mather and NRC started working together and were able to turn decline into sustainable growth in both readership and revenue development. During the course of our multiyear effort to enhance the performance of NRC’s subscription department through analytics and testing, team members from both companies realised they shared common perspectives on the importance of customer relationships and the power of data and analytics to enhance those relationships. In addition, the teams recognised that their combined efforts yielded a result greater than what each organisation could have achieved independently. 

			We hope you enjoy reading this book as much as we have enjoyed the learning journey that brought us to this point. Our goal is to help others, particularly those in dramatically changing industries such as the news media. We want you to succeed in your audience and revenue-growth goals. This book shares many case studies from hundreds of projects we have completed with companies in several industries, including several from our experience at NRC. We trust they are helpful in conveying the power of the concepts and tools presented here so you can grow personally and eventually go through profound change—building an organisation that is less gut driven, more data informed, empathetic to other people’s needs, and with smoother financial returns for the long term. We wish you more fun in your work and to feel genuinely proud about establishing new and deeper relationships on this planet. 

			
This Book Is for You

			This book contains strategies for putting data to good use and making customers happy. Those strategies can be used by nearly any type of organisation. Both beginners and seasoned experts in the fields of data and customer experience will find new case studies and fresh insights that will help set out a strategy for long-term survival. There are practical case studies from banking, news media, telecommunications, and cable providers. We aim to stimulate the transformation of businesses and provide guidance in what to do next. Readers who will benefit most from this book include the following:

			
					
marketers, data analysts, and customer-experience specialists who need inspiring and practical examples to reduce costs and increase revenue by using data and empathy

					
executives and board members in the news industry and beyond who are interested in knowing how building relationships with their customers can build a healthier financial bottom line 

					
entrepreneurs who want to build a sustainable recurring-revenue model from scratch and who wish to understand where their customers will lead them

					
association leaders who worry about declining membership support

					
academics and students in the fields of business administration, analytics, economics, and customer experience

			

			

			



		


Introduction

			
The Relationship Economy Is Here

			After you woke up this morning, one of the first things you may have done was to check your mobile phone, powered by a monthly paid data plan. Then you may have taken a shower, used a razor from the Dollar Shave Club, and made coffee using ingredients from the organic-beans-of-the-month club. You possibly watched the morning news delivered via your cable-television service or read a daily delivered newspaper. You might have worked out at the gym where you are a member, or maybe used a monthly pass to take public transit to work. During the day you will use software in the cloud, like Microsoft Office 365. When you get home, you can watch Netflix or listen to music via Pandora or Spotify. At the end of the day, you close down the house and set your home security system. 

			Our days are packed with subscription services. The growth of subscription-based income has been widely observed and documented. The Subscription Economy Index has grown nine times faster than S&P 500 sales and four times faster than US retail sales over the past five years. Gartner, a leading information technology research and advisory company, predicts 80 per cent or more of software providers will offer their products as software-as-a-service by 2020.1

			Why is the subscription model growing? Because we need a new sense of belonging. We are moving faster every day and spending less time in traditional communities like clubs, churches, civic organisations, and even family gatherings. We are becoming more individualised and speaking less to the people close to us.2 As a result, people are connecting in other ways—through technology, in online communities, and through organisations and brands.3 

			While a growing number of businesses respond to this societal change by introducing a subscription model, the publishing business has known this model for ages. At NRC and Mather Economics, we have taken the subscription model a step further. We have started to harvest, cherish, and grow relationships because we found that to be the most profitable and rewarding thing to do with our customers. We see more businesses shifting their focus to developing relationships. That’s why we feel we are evolving towards a Relationship Economy.4 

			In this economy, it’s not enough to just build an outstanding product or have a laser focus on customer-centricity. It is also not only about analysing the right data. The Relationship Economy requires a change in company culture such that a focus on human relationships is augmented by analytics and led by front-line operators who know the customers.

			This book will show how to use data and empathy to build relationships with customers. First of all, it describes a path to work with data whilst avoiding myths about big data. Contrary to the current trend of collecting more and more data, we propose to sometimes collect less data—or rather, to collect the right data that supports business goals. 

			Second, we marry two fields that have thus far lived and evolved independently. On the one hand there is the field of analytics, which is considered ‘hard’. The importance of analytics is swiftly understood by board members. On the other hand there is customer experience, which has different methodologies, employs empathy, and is often described as a ‘soft’ field. Board members all too often do not realise that customer emotions are facts too. 

			We discovered that these two fields need each other to reach their full potential. Customer experience, when quantified, makes a ‘soft’ subject manageable and rigorous. Analytics comes to life when empathy towards customers is added. Relationships with customers will only grow when business processes are improved with insights from both data and from customers. 

			Using the insights and the tools described in this book can help organisations succeed in the evolving economy we live in. 

			
After reading this book, you will be able to

			
					build more relationships and grow your business;

					save customer stops; 

					increase customer acquisition;

					optimise recurring revenue with data-informed yield management;

					create an effective data team; 

					listen to customers through data;

					use Key Performance Indicators (KPIs) to change culture;

					explore the power of big data with common sense;

					use tools to turn data into actionable insights;

					understand the impact of pricing;

					find customers willing to build long-term relationships;

					invest in loyal customers without going bankrupt; and

					implement tools that discover deeper customer needs.

			

			
How to Read This Book

			This book is built around independent insights and case studies because we understand that time-pressed readers browse books according to their interests. The book is divided into five sections:

			SECTION 1. MAKE DATA WORK FOR YOU (AND NOT AGAINST YOU)

			Although big data is full of opportunities, it is also surrounded by hype. This first section shows you how to build analytical teams that unleash the power of KPIs whilst avoiding big-data pitfalls that cost time and money.

			SECTION 2. BUILD VALUABLE RELATIONSHIPS

			After building the data team and using the right data, it is time to understand the influence of pricing and employees on attracting and retaining customers who are willing to commit to a longer-term relationship. 

			SECTION 3. SUSTAIN RELATIONSHIPS BY IMPROVING CUSTOMER EXPERIENCE

			This section explains how organisations get to a higher level and produce insights by stepping into their customers’ shoes. Ideas are included to bridge organisational silos and get leadership support. 

			SECTION 4. ANALYTICAL TOOLS TO INCREASE THE VALUE OF RELATIONSHIPS

			The concepts in the first three sections are supplemented in this section by six analytical tools that can be directly applied. They are presented in a practical business context, including case studies. 

			SECTION 5. CUSTOMER-EXPERIENCE TOOLS 

			In the same practical manner as the previous section, learn which instruments the field of customer experience uses to understand the needs of customers, develop better products, improve processes, and enrich data insights. 

			Feel free to jump back and forth in the book to find what interests you most. You can also read from start to finish, as the different ideas build on each other. 

			

			



		


SECTION 1.

			
MAKE DATA WORK FOR YOU (AND NOT AGAINST YOU)

			Big data is hot and full of opportunities. At the same time, there are a lot of pitfalls to avoid when applying data and business analytics. This section explains, step by step, how organisations make data work to meet their goals: by building no-nonsense analytical teams, unleashing the power of KPIs, and bringing common sense into big-data projects. 
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1.	Let Business people Lead the Data Teams

			A few years back, I entered the office for my first day on a new job. The very first question my new boss shot at me was, ‘Do we keep the data warehouse?’ It cost half a million euros per year just in maintenance, and there were millions of euros in sunk costs from the isolated staff of analysts who had worked at it for years, but nobody seemed to know what to actually do with the data. I decided to start talking to the analyst who was operating the system. I quickly noticed he was an extremely intelligent man. 

			Nonetheless, our conversation did not go smoothly. He kept on telling me what data points were available. ‘Look at that connection with the retail information. We can visualise things,’ he said. But every time I asked him how we could put this data to use, he told me that was an inappropriate question. That deeply puzzled me. I did not understand what he meant. 

			So I went on to talk to the marketers. They had heard that the data warehouse could do great things, that the data warehouse had lots of connections. But they were not using the data, because they didn’t know what to do with it. How could this have happened? After a week, I decided to get rid of the entire data warehouse, since it was only costing us money.

			I now understand what was going on back then, and I see the same problem in a lot of organisations: There is small analytical group that understands the power of data. They receive a budget, lock themselves up in a room with other specialists, and come out a few months later, telling the business they have this cool thing that will improve the company. But the business is too busy selling stuff, visiting clients, and producing the product. The business is disconnected. And because these business people have trusted their gut for so many years, they will not change their inner compass just because some nerds say they know better about the business and clients. So we threw out an entire data warehouse only to build a new one years later, this time run by business people.

			—Xavier van Leeuwe

			This example shows the classic gap between business and IT, between the analytical and the practical. If we take a step back, we can see what is happening here. Analysts like to talk about the data architecture, the variables, and the connections. They tend to focus on the what. Some analysts take it one step further and come closer to the why. They generate insights and pursue finding one singular truth: Why is this happening? Once they know why, they are satisfied. This is the reason many analysts are enthusiastic about what an organisation can learn from data—because they derive energy from the insight itself. But that is not good enough. We want to know what data can do for the business.

			
Centralised Data Department versus Decentralised Data Team

			There are two ways to design a data-driven organisation: One is to build a centralised data department. This will bring great benefits. It will be very efficient because it allows for specialised analysts: one for data architecture, one for database building, one for reporting, one for descriptive analysis, one for predictive analysis (which requires more statistical skills), and another for visualisation. You can put the best of the best on each aspect of the work. You avoid politics around data ownership, and definitions are the same for the whole company.
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