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Subscription businesses are booming. In the 

last decade, the subscription economy has 

grown 5-8x faster than traditional businesses. 

Latest research shows that the QoQ revenue 

growth rate of subscription businesses far 

outpaces that of the S&P 500 (21% vs 3%). 



Today, there’s a DTC subscription for literally 

everything! The pandemic in 2020 was largely 

responsible for this massive proliferation of 

subscriptions. 



As stores shuttered and stay-at-home 

mandates were enforced, many brands were 

forced to accelerate their eCommerce 

strategy and find new ways to acquire and 

retain customers. 

Pandemic notwithstanding, the writing was 

already on the wall with many retailers trying 

out subscriptions well before 2020.  



There are two main reasons for this 

development starting with just how easy it is 

to launch a subscription business.



Brands are able to quickly and painlessly set 

up a DTC website on Shopify, enable recurring 

purchases by integrating with third-party apps 

such as ReCharge or Rodeo, acquire 

customers through a mix of affiliate, influencer 

and referral marketing, and retain them 

through a combination of personalized 

customer marketing, flexible purchasing 

options, and/or membership perks.



On the consumer-side, the Millennial and 


Gen-Z cohorts that have entered the working 

class in the last decade, particularly the 

affluent, urban clique, extensively value 

automated purchasing. 



They’re largely responsible for the penetration 

of DTC subscription boxes into the most 

obscure categories like nail-art and fake 

eyelashes. They frequently discuss their 

interests on social media and other 

community forums.
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Preface

About 

new eCommerce stores emerged, 

and subscriptions thrived during 

this time as the demand spiked for 

all kinds of essential commodities 

like vitamins, meal-kits, beverages 

and pet food. 

400,000



Small eCommerce companies or entrepreneurs, that are typically more agile than large retailers, 

pick up on these social media cues, swoop in and create a delightful subscription experience 

around those niche interests, no matter how small the addressable market!



In this report, we unpack insights specific to the market, consumer, and technologies related to 

DTC subscriptions, estimate the TAM, and wrap up with forward-looking thoughts on the industry. 



We begin by clarifying the term ‘DTC subscriptions’. 



In PipeCandy and Rodeo’s collective opinion, the term is fairly new and warrants scoping. 


‘DTC’ was until recently synonymous with ‘DNVB’ or Digitally Native Vertical Brands which refers 

to those brands that are born online and sell and ship their own products online. 



These brands actively engage in awareness and promotion activities through digital mass media 

and social media.

PipeCandy 


recently published 


a deep-dive into 


the DTC market, 


which you can 


access here
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The meaning of DTC has since evolved. It is 

no longer limited to DNVBs. 



It includes small brands which have their own 

Shopify presence and also sell on Amazon; 

and big retail-first brands like Nike, Pepsi, or 

Apple, that all have their own online DTC 

presence. 



Therefore, any DTC eCommerce brand (not 

limited to DNVBs) that offers subscriptions, is 

called a DTC subscription brand. 

DTC subscriptions exist across different types of goods & services, but the scope of this 


‘State of the Nation’ report is limited to physical goods, specifically boxes and memberships.

The State of the 
Direct-to-Consumer 
Industry - 2022

https://pipecandy.com/research/state-of-dtc-industry/
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Executive summary

DTC subscriptions were largely off the map 

until 2010. It wasn’t until the birth of Birchbox 

that subscriptions became mainstream. 



In the last decade, several similar brands 

such as Ipsy, Dollar Shave Club, Blue Apron, 

etc. have emerged onto the scene and 

venture capitalists have invested over $4 

billion in such businesses.

While funding has tapered 

from its peak in 2015 by 

over 300%, the number of 

subscription brands has 

continued to grow.



There are some 27,000 

DTC subscription 

companies in the US today, 

which also happens to be 

the largest market for DTC 

subscriptions, followed by 

Europe and China. 

The box subscription segment has the largest 

market share by GMV in the US, but 

memberships are fast growing and already 

dominate the global DTC subscriptions 

market. 



Boxes can further be segmented into 

replenishment and curation based on the 

nature of their products and positioning, 

although they all share the common objective 

of customer delight & retention. 



The triggers for customers to subscribe, 

continue, and churn from each of these 

segments is different, which we explore 

further in the report. 



DTC subscription brands need to carefully 

consider these triggers at different stages of 

the user journey and ensure they deploy a 

sophisticated technology stack that enables 

the delivery of contextualized experiences 

for acquisition, cross-sell, up-sell and churn 

prevention.



User acquisition is challenging in the 

beginning. CAC is almost 17.5x more 

expensive compared to what it was 3 years 

ago, and customers are already dealing with a 

problem of too many passwords and 

subscriptions. 
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There are over 225 
million subscriptions 
and 61 million 
subscribers in the US 
today. 



That’s an average of 
3.7 subscriptions 
per person which 
doesn’t sound like a 
lot. 



Yet studies show that 
subscribers are 
underestimating 
their monthly 
subscription spends 
by over 300%! 

Customers will realize their gluttony and 

churn will be inevitable. Subscription boxes 

already have some of the highest churn rates 

compared to the entire B2C industry average, 

particularly in the low-priced curation 

segment. 



This makes sense because highly priced 

subscriptions often tend to be well-

considered purchases. 



To make matters worse, we see that 90% of 

all churn is voluntary, which happens for 

reasons outside the merchants’ control.



However, overall churn rates have reduced in 

2021, compared to 2020, largely due to 

reduction in involuntary churn. 



The most successful brands have been 

empathetic enough to productionize features 

that allow customers to take a break and buy 

later, which in turn has proven to improve 

LTV and AOV. 



Subscription companies are also creating 

highly custom experiences by working with 

headless providers and NFT projects. 



This is upping the stakes, particularly for the 

long-tail companies as generic experiences 

no longer cut it.
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The Backstory

The story of DTC subscriptions began 

roughly 20 years ago. Tracing its roots would 

mean traveling back in time to the early 

2000s to the emergence of the first league of 

coffee, wine, book and record label 

subscriptions. 



The earliest known subscription box service 

appeared in 2004. Named ‘The Sampler’, this 

service offered a collection of samples from 

“indie crafters, record labels, and zines” 

mailed to members for a fee of $10 per 

month. Similar attempts with subscription to 

wine clubs, and books were happening but 

not a lot of stories are known from this era. 

The launch of Birchbox in 2010 put 

subscription boxes on the map. 



Between 2010 and 2012, similar companies 

such as Ipsy, Blue Apron and Dollar Shave 

Club launched and opened the floodgates for 

the boom in subscription boxes. From 2011 to 

2015, DTC subscription companies 

experienced a 4,461% increase in revenue! 



During the same period, venture capital 

investment into such companies increased 

by 1,900% hitting a peak in 2015, subscription 

box directories emerged to keep track of all 

the new services, and eCommerce platforms 

such as Cratejoy and Subbly, designed 

specifically for the needs of subscription box 

businesses were created. 

Funding data from 

PitchBook indicates 

that in the years after 

2015, the overall 

funding and deal 

volumes tapered, but 

average deal values 

increased. The total 

universe of DTC 

subscription 

companies, however, 

continued to grow, and 

VCs reportedly 

invested about $2.5 

billion in such 

companies between 

2016 and 2019.
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The Subscription Economy Index 2021 versus Retail and S&P 500
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| Source: Zuora Subscription Economy Index 2021

Zuora’s Subscription Economy Index which studies the key performance indicators of 
subscriptions across multiple industries, shows that during the decade between 2010 and 2020, 
the subscription economy had grown by 437%, beating the S&P 500 index and US Retail sales 
growth.

https://www.zuora.com/resources/subscription-economy-index/
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Types of DTC subscriptions

DTC eCommerce subscriptions can broadly be classified into three classes: Replenishment, 

Curation and Membership.

These are essentially a ‘Set it and Forget it’ subscription model, which enable consumers to 

automate the purchase of essential products such as grocery, nappies, razors or pet supplies. 

This segment makes up about 32% of all DTC subscriptions.



Example: Dollar Shave Club, Quip, Olipop

Curation is the most popular class of subscriptions. They’re like monthly boxes of clothes, 

makeup, or food that constitute 55% of all DTC subscriptions. The focus of this segment is 

primarily to increase lifetime value of customers by delighting them through highly curated and 

personalized product experiences.



Example: Stitch Fix, FabFitFun, Birchbox, Cratejoy

Replenishment Curation Membership

Grocery, Grooming, 
Pet supplies, 

Toiletries, etc.

Curated monthly 
boxes of Clothes, 

Snacks, Cosmetics, 
etc.

Stitchfix, FabFitFun, 
Ipsy, Birchbox

Quip, Dollar Shave Club, 
Olipop

Thrive Market, NatureBox, 
JustFab, Costco, Amazon

Subscription to 
products + access to 

membership perks

32% 55% 13%

Replenishment subscriptions 

Curation subscriptions 

| Source: McKinsey

https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/thinking-inside-the-subscription-box-new-research-on-ecommerce-consumers


Memberships 

Also called Access subscriptions, these are subscriptions where customers benefit from VIP-style 

perks as part of their subscription. These benefits could be in the form of access to content, 

events, community, discounts, free shipping, credit rollover among other things. 13% of all DTC 

subscriptions are membership-based. Food/grocery, fitness and apparel are popular membership 

categories. 



Example: Thrive Market, NatureBox, Peloton, Amazon’s subscribe-and-save, Costco



The term ‘subscriptions’ typically refers to the replenishment and curation segments and they’re 

treated differently from memberships, for a few reasons:

The differences can seem subtle but there is a significant difference in how they operate their 

businesses.


 


Subscriptions and memberships are typically offered by three types of businesses:

These three segments collectively constitute the TAM for DTC eCommerce subscriptions, which 

we estimate in the following section.

Boxes can exist in isolation without memberships while memberships are a combination of 

physical products & value-added services.


Memberships tend to create community, while subscriptions largely focus on individual 

users.


Memberships can be exclusive by design, which may limit the TAM of consumers and the 

business' growth.


Subscriptions require companies to create new content consistently, while memberships rely 

on UGC.

Pure-play subscription businesses whose business models are designed for recurring 

purchases.


DTC brands which offer subscriptions in addition to one-time purchases. 


Retailers, wholesalers and marketplaces that offer subscriptions as adjuncts to their 

existing retail model of one-time purchases. 

10
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Market size & TAM

Based on recent research by Univdatos, the global DTC subscriptions market was worth an 
estimated $58.3 billion as of 2021, growing at a CAGR of 68%. 



At $22.5 billion, subscription box is the largest segment with a market share of 39%, growing at a 
CAGR of 20% YoY. The remaining share of the market could be attributed to membership 
subscriptions, which happens to be the fastest growing segment within DTC subscriptions, as 
observed by Rodeo.

The US remains the largest market globally with a 47% share of DTC subscriptions, followed by 
Europe (21%) and Mainland China (14%)



Research by digitalcommerce360, shows the US DTC subscriptions market was estimated to be 
worth $27.6 billion in 2021. At least $15 billion was attributed to subscription boxes according to 
SUBTA, the largest online subscription community. 



In alignment with Rodeo’s observations, a 2019 study of DTC subscription companies by 

Fuel, a McKinsey company, shows that GMV from memberships can account for just as much, if 
not more than box subscriptions. Therefore, we suspect the remaining $12.6 billion is attributable 
to GMV from memberships offered by brands, retailers and marketplaces such as Costco, 
Sephora, and Amazon among others.

Global DTC memberships

$35.8 billion

Global subscription 
boxes


$22.5 billion

Global DTC eCommerce 
subscriptions
$58.3 billion

Global DTC subscriptions - Market size of boxes and memberships | Sources: Univdatos, PipeCandy, Rodeo

https://univdatos.com/report/subscription-e-commerce-market/
https://hey.rodeo/
https://www.digitalcommerce360.com/2021/09/20/from-beauty-to-pet-food-ecommerce-subscriptions-thrive/
https://get.fuelbymckinsey.com/article/sizing-up-the-subscription-e-commerce-market/


According to SUBTA, there were 5,000 DTC subscription boxes selling physical goods in the US in 
2018. PipeCandy estimates that the total number of DTC subscription companies today, including 
boxes, is around 27,000.
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US DTC subscriptions - Market size of boxes and memberships | Sources: SUBTA, PipeCandy, Rodeo

Estimation methodology

Research shows that 60% of the recurring billing market share is collectively attributed to 
ReCharge and Bold, the two popular subscription apps with a significant install base on Shopify. 



From ReCharge and Bold’s annual reports, we see that they collectively enable subscriptions for 
some 31,000 eCommerce merchants globally. PipeCandy estimates that approximately 60% of 
these companies or ~19,000 businesses, are headquartered in the US. 



Besides ReCharge and Bold, there is a secondary tier of subscription commerce technologies 
such as PayWhirl, Recurly, Seal, Skio, Ordergroove and others, which collectively enable 
subscriptions for ~8,000 US companies.



Adding these figures, we arrive at a TAM of about 27,000 companies, which is inclusive of both 
boxes and memberships.

US subscription boxes

$15 billion

US memberships

$12.6 billion

$27.6 billion

US DTC eCommerce 
subscriptions
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COVID-19 Impact

The monthly subscription box segment saw 

the largest increase in GMV (among all other 

popular subscriptions such as OTT/

Streaming, Software, Media) during COVID 

with a YoY gain of 80%. 



However, as the economy opens up and the 

market normalizes, this growth, as we saw in 

the TAM section earlier, is expected to drop 

to 20%-30% in 2021-2022. 



According to Recurly, during the first week of 

the shelter-in-place restrictions (March 

16-22, 2020) subscription boxes saw a 

decrease in new subscribers by 6% as 

compared to the pre-covid phase. After that, 

there was a steady increase at the end of 

March and early April. 



The rate of new subscribers peaked in mid-

April which lasted roughly until mid-May, 

showing an increase of 108%-148%. By the 

end of May, there was an overall decrease in 

net new subscriber growth, but was still at 

least 25% higher than the pre-covid phase.



Free trial growth rates for subscription 

boxes averaged around 30% in March, when 

the net average for all subscription industries 

(including SaaS, media, education, and 

professional services) together was about 

100%.

 This trend turned around massively in April, 

when eCommerce free trial growth rates took 

the lead, averaging a growth rate of 50%, 

before decreasing to 43% in May and 31% in 

June, while the entire industry averaged a 

negative 20% through April, May and June.

In terms of product categories, research by 

Mercator Advisory Group shows that 

Toiletries, Accessories, Health & Beauty, and 

Home goods saw their proportion of net new 

subscribers outpace past subscribers.

Free trial conversions, on the other 

hand, had a different story to tell. 

Although boxes saw a lull in terms 

of subscriber acquisition and free 

trial growth during the first half of 

March, their percentage 

conversions from free trials 

remained slightly higher than the 

industry average. The 3-month 

average for free-trial conversions 

between March and June for 

subscription boxes was 60%, against 

the industry average of 50%.

https://recurly.com/research/pandemic-impact-subscription-growth-rates/


Of over 1,000 shoppers surveyed, 1 in 5 had purchased a subscription box to have products 
handy during the pandemic. The survey also showed the most popular subscriptions were 
HelloFresh (21%), BarkBox (20%), Blue Apron (19%), and Dollar Shave Club (18%).
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Nearly 25% of U.S. consumers subscribe to a box-of-the-month seller

Box-of-the-Month Clubs Subscribed to

| Source: Mercator Advisory Group 2020 Buyer Payment Insights

Any Subscriptions (Net) 23%

8%

8%

7%

6%

6%

5%

5%

5%

3%

77%

30%

8%

6%

8%

7%

5%

7%

4%

4%

3%

71%

Health & Beauty

Clothing

Food

Coffee/Wine

Home goods

Books & Education

Accessories

Toiletries

Other

None of these

Current Subscriber Past Subscriber

https://www.paymentsjournal.com/the-subscription-economy-accelerates/
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What’s behind the boom?

There are two developments that are primarily driving the growth of DTC subscriptions – Shopify 

& the young urbanite.

Shopify

As we saw earlier in this report, the growth of 

Shopify is a factor in and of itself. Shopify 

has built considerable scale through the 

pandemic, with its customer base growing by 

over 200% between March 2020 and January 

2022. Its GMV for 2021 crossed $175 billion, 

making it almost half as big as Amazon’s 

marketplace. 



PipeCandy’s TAM estimates show that 

Shopify is home to 27% of all eCommerce 

companies, and 50% of all DTC brands. 

Besides being a platform to quickly build a 

storefront, Shopify also offers other 

eCommerce functionalities such as 

fulfillment, payments, and capital that make it 

a largely default choice for eCommerce 

merchants & DTC brands. The platform has 

also drawn more attention recently by 

dipping its toes into native subscriptions 

tooling, in what seems like a step to own the 

checkout that is otherwise controlled by 

third-party apps. Further in the report, we 

elaborate why this might be one of the most 

significant developments in eCommerce.

Population

Millennials and Gen-Zers together make up 

42% of the US population today. They 

inherently value automated purchasing for 

the convenience it offers, its ability to 

minimize store visits, and the opportunity to 

access perks like community and discounts 

that may come with a membership.


They’re avid users of social media and 

engage in discussion forums and 

communities online to discuss extremely 

nuanced interests that have enabled creation 

of markets around such interests. Companies 

who understand those nuances often come 

together and say, ‘I can put together an 

experience that nobody else will.’

Established retailers such as Walmart may not 

recognize the interests of, say, Knitting and 

Crochet. However, when a 5,000-person 

Instagram group exists to showcase that 

interest, smaller retailers and entrepreneurs 

who are typically more nimble, can clearly 

see how to profit off of Knitting and Crochet 

by delivering a niche subscription box. Such 

niche products may not be typically available 

in the retailer next door, and that’s another 

reason why subscription ends up being a 

natural choice for this group.

https://ecommercenews.eu/number-of-shopify-stores-grew-200/
https://www.marketplacepulse.com/marketplaces-year-in-review-2021
https://www.marketplacepulse.com/marketplaces-year-in-review-2021
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The Consumer

The typical consumer persona of DTC subscriptions is that of an urban woman, aged between 25 
to 44 years, drawing an income between $50,000 and $100,000, and living on the East coast. She 
is also more likely to be an active Amazon shopper and reader of product reviews.  



The median number of subscriptions an active subscriber holds is two, but nearly 35% have three 
or more. These subscriptions particularly appeal to women, who account for 60% of all 
subscribers (or 37 million). Even so, men are more likely than women to have three or more active 
subscriptions—42% versus 28%, respectively—suggesting that men particularly value automated 
purchasing and the ability to limit store trips. 



In the tables that follow, we look at consumer insights based on Category, Gender, Age and AOV.

I. Category x AOV

Food is not only a high-AOV category but also a high-utilization, low-waste category. Only around 
35% of consumers say that they spend on boxes which they do not utilize fully. The technology 
category was reportedly highly under-utilized, with subscribers utilizing on average only 60% of 
their box’s contents. In contrast, the food category saw a 79% consumption rate.

Category

Food & Meal-kits

Clothing & Fashion

Personal care & Beauty

Technology

Pets

Alcohol

$74

$64

$34

$46

$28

$43

AOV

|Source: Couponfollow

https://couponfollow.com/research/roi-of-subscription-boxes


Men, with an AOV of $61, typically spend 17% more than Women. They also gravitate more 
towards technology subscription boxes which are typically a mix of products such as wearables, 
headphones, speakers, cameras, cocktail shakers, mood lamps and other trending DIY gadgets.

Bridge millennials, aged 33-41, spend liberally than other groups on subscriptions. Their recurring 
spends are mostly geared towards Food & Fashion products. Based on the gender insights from 
the previous tables, it is reasonable to assume that even within this cohort, men might tend to 
gravitate towards Food subscriptions while women might have the lead on Fashion.
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II. Category x AOV

Women

Personal care & Beauty Food & Meal-kits

Clothing & Fashion Clothing & Fashion

Pets Technology & DIY

AOV: $52 AOV: $61

Men

|Source: Couponfollow

III. Age x Category x AOV

Cohort Top CategoryAge AOV

Gen-Z + Millennials Personal care & Beauty20s $52Clothing & Fashion, 
Food & Meal-kits

Millennials + Bridge Millennials Personal care & Beauty30s $62Clothing & Fashion, 
Food & Meal-kits

Bridge Millennials + Gen-X Food & Meal-kits40s $55Personal care & 

Beauty, Pets

Gen-X + Boomers Pets50s $53Personal care & Beauty, 
Clothing & Fashion

Other popular categories

|Source: Couponfollow

https://couponfollow.com/research/roi-of-subscription-boxes
https://couponfollow.com/research/roi-of-subscription-boxes


Why subscriptions?

Consumers inherently do not want Subscriptions. They want to be able to purchase a product 
when they want and where they want, and are willing to pay a price for an arrangement that 
facilitates that transaction and provides additional benefits. The Subscription model is that 
arrangement. However, there are some inherent reasons why consumers value automated 
purchasing over repeated one-time purchases. The 2021 Subscription Commerce Conversion 
Index, a collaborative study from PYMNTS and sticky.io explains these reasons.

18

Why consumers subscribe directly to brands

Share who use DTC subscription for select reasons, by date

Subscriptions save time I do not need to remember to shop regularly

It is more convenient than shopping in a store

I can save money

It is the only way to access the product

Enjoyment and fun

To avoid other people by not going to a store

To avoid fraud or theft by not going to a store

Higher-quality items

Variety

To try new and different products

I received a subscripion as a gift

|Source: PYMNTS.com

Factors actually taken into account May 2021 Feb 2021

41.1% 40.5%

39.1%

37.6%

33.9%36.9%

31.4%

27.4%

28.2%

23.2%

39.7%

39.4%

38.1% 36.0%

36.7%

37.5%

30.2%34.7%

30.6%

21.0%

28.8%

17.2%

39.2%

35.3%

https://www.pymnts.com/wp-content/uploads/2021/04/PYMNTS-Subscription-Commerce-Conversion-Index-April-2021-3.pdf
https://www.pymnts.com/wp-content/uploads/2021/04/PYMNTS-Subscription-Commerce-Conversion-Index-April-2021-3.pdf
https://www.pymnts.com/wp-content/uploads/2021/04/PYMNTS-Subscription-Commerce-Conversion-Index-April-2021-3.pdf


For starters, the study shows that the share of DTC subscribers using subscriptions to save time 
and money, all increased between February and May. About 31% of consumers say that it’s their 
only way to access the product, which means it’s reasonable to assume that 31% of consumers 
are subscribing to extremely niche products that can’t be found in mainstream retailers. 
Particularly within the Gen-Z demographic, 45% of them used only DTC subscriptions in Q2 of 
2021! 

 

McKinsey conducted a survey where it asked DTC subscribers what made them initiate, continue 
and cancel their subscriptions. The respondents were provided with a choice of answers and the 
responses were documented for all the three subscription segments outlined earlier in the report.

The curiosity to try something new coupled with recommendations from fellow consumers 
initiates signing up for a subscription. The financial incentive to pay less for recurring deliveries as 
opposed to what they would have paid if they had opted for a one-time purchase also factors as 
one of the top three triggers to initiate a subscription. 
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I. Why do consumers initiate a subscription?

I liked the 
subscription 

model

Thought

I’d try


something new

Recommended 
by someone

Financial 
incentive

I need this 
type of 
product

Flexibility 
to cancel

11

12

11

18

25

23

20

24

24

24

19

22

16

9

12

12

10

8

|Source: McKinsey

Replenishment

Subscription

Curation

Subscription

Access

Subscription

Most important trigger when initiating the subscription, % of responses

https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/thinking-inside-the-subscription-box-new-research-on-ecommerce-consumers


Once consumers subscribe, their stickiness is determined by how personalized their experience 
is on the platform, especially so for the curation segment, where individual preferences are 
extremely important to algorithmic curation. 



This in turn has a domino effect on customer delight and LTV. The same triggers hold good, albeit 
to a much lesser extent, for the replenishment segment because this segment is relatively 
indifferent to personalized experiences given its utilitarian nature. Convenience and value for 
money rank supreme in this segment.
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II. Why do consumers stick with a subscription?

Convenience Tailored 
experience

Personalized 
experience

Surprise and 
delight

Value for the 
money

Sense of 
community

|Source: McKinsey

Replenishment

Subscription

Curation

Subscription

Access

Subscription

24 19 22 7 23 5

15 15 28 17 17 8

17 15 28 14 14 11

Most important reason to continue the subscription, % of responses

https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/thinking-inside-the-subscription-box-new-research-on-ecommerce-consumers


Customers prefer to control their buying cadence and brands stand to reap large rewards by 
productizing features that enable this flexibility. 



This has a direct bearing on product experience and customer satisfaction, and is largely being 
seen as a requisite because customers want to be left with neither too much inventory nor stock 
outs. They just want to be able to get a product when they want it and pause it when they don’t. 

21

III. Why do consumers cancel?

|Source: McKinsey
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Most important driver of cancellation of the subscription, % of responses

https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/thinking-inside-the-subscription-box-new-research-on-ecommerce-consumers


Retailers have had to use such third-party checkouts to handle subscription products, unable to 
handle baskets for these types of products natively within Shopify. 



On July 30th 2020, Shopify announced the first APIs and tooling that will enable partners and 
developers to build new subscription experiences directly within Shopify checkout. 



Shopify doesn't yet directly provide a way for merchants to offer subscriptions; merchants would 
still need an app. What it instead provides is the Shopify Subscription APIs and

Product Subscription App Extension for developers to build apps that support subscription 
models for merchants, integrated within Shopify’s checkout. 



It’s a big change and one that merchants have wanted to see for quite some time. This 
development is crucial for a few reasons:

The subscription technology that brands deploy is one of the most important decisions brands 
make as they embark on their recurring revenue journey. ReCharge and Bold are the two major 
third-party subscription apps that many Shopify merchants deploy to set up subscription 
recurring billing. About 15,000 brands use ReCharge and 16,000 brands use Bold. These two 
platforms are also highly-funded among the top subscription management platforms as of Q3 
2021.
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| Source: Rodeo
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https://shopify.dev/tutorials/shopify-subscriptions-overview?itcat=partner_blog&itterm=shopify_subscription_apis
https://shopify.dev/tutorials/product-subscription-extension-overview?itcat=partner_blog&itterm=shopify_subscription_apis&shpxid=6fc847a1-BB67-4F0E-7048-EC6F9BAE041B


By enabling the building of subscriptions 

within Shopify’s checkout, all payments can 

be processed through Shopify Payments. 

Until now ~$1.5B/year of subscription GMV 

was processed outside of Shopify's system 

(~1% of its total GMV). 



Therefore, bringing subscriptions ‘home’ to 

Shopify adds nearly $1 billion in annual GMV 

to its existing platform. 



According to Shopify’s quarterly reports, 

revenue from payment processing (Gross 

Payments Volume) represents ~48% of 

company revenue.

Shopify’s merchants no longer have to choose between selling subscription products and using 

Shopify’s checkout. Moving forward, partners and merchants don’t have to manage multiple 

checkout experiences. Using Shopify’s native subscriptions API, brands can provide customers 

a friction-free checkout experience within Shopify, regardless of whether they’re purchasing a 

one-time or recurring product.

Earlier, merchants required redundant app integrations to work with Shopify & subscription 

solutions but going forward, subscription apps can directly integrate with apps already 

integrated with a Shopify store.

The end goal for Shopify is to completely 

own the checkout experience and direct 

more transactions through Shopify’s 

checkout. When all checkouts go through 

Shopify, it provides consumers a seamless 

unified shopping experience and 

consolidation of data for Shopify which then 

becomes an opportunity to bundle its other 

offerings as part of its consolidation strategy 

such as payments, capital, multi-currency, 

etc. The primary benefit, however, has to do 

with control of the checkout page, data 

consolidation, streamlining accounting and 

significantly improving access to its own 

merchant data.
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I. It is critical to Shopify's own business model

II. It is important for Shopify’s DTC brands

I. Recovery of Subscriptions GMV

I. Easier to sell subscriptions online

II. Eliminates technical debt & app management

II. Unified checkout

https://news.shopify.com/shopify-announces-second-quarter-2021-financial-results
https://news.shopify.com/shopify-announces-second-quarter-2021-financial-results


Connecting consumers to products by enabling all merchants to sell subscriptions in a 

consistent, seamless experience.



Enjoy a user experience that's more ‘natively’ integrated with the brand's storefront 

shopping experience (historically, consumers were redirected to a third-party checkout)

More subscriptions apps springing up within the Shopify ecosystem will increase 

competition, innovation, and variety, enabling brands to provide niche subscription 

experiences, thereby breaking the dominance of third-party subscription apps.



Incumbent solutions may continue to do well, as long as they keep up with innovation. 

What does this move mean for third-party 

apps such as ReCharge? We may see some 

of them evolve into their own platform (like 

Zuora) or integrate with other eCommerce 

Platforms such as BigCommerce, Salesforce 

Commerce Cloud, Magento, etc. Bold and 

ReCharge are already available on multiple 

eCommerce platforms. 



Currently, any new merchant using apps like 

ReCharge have to use Shopify’s native 

subscriptions API via ReCharge’s connector. 

Pre-existing merchants can still use third-

party checkouts. 

For other eCommerce platforms, merchants 

are still using third-party checkouts. 



ReCharge says it will continue to support 

those merchants reliant on third-party 

checkout at its current state and will 

continue to develop the functionalities of the 

checkout.



Quite simply, this has the potential to be the 

largest thing to happen to commerce since 

Amazon launched Amazon Prime & blew 

apart traditional retail margin. 
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III. It is important for consumers

IV. It is good for the app/developer ecosystem

V. Competition with partners?

https://www.zuora.com/
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Headless

It takes 3 seconds for visitors to form an 

opinion about your website and determine 

whether they’re going to hang around or drop 

off. Your website’s content and layout has to 

entice your visitors enough to make them 

want to stay on the site and learn more about 

your products. 



This collision between content and 

commerce has been happening for a while 

now and that’s where the buzz around 

headless started.



Headless essentially means a separation of 

the frontend (what the consumer sees) from 

the store’s backend (product catalog, order 

management, payments, billing management, 

etc) that positions brands to push content to 

the front end via a content management 

system (CMS) instead of through their 

commerce platform, allowing more flexibility 

in content management, UX and SEO.



Traditionally, SMB eCommerce companies 

are used to the monolithic approach, where 

the front-end and back-end systems are 

coupled together. In enterprises, the 

flexibility to separate one from the other 

becomes paramount because brands that 

rapidly scale on their current commerce 

platform start to find new challenges that 

need to be addressed and uncover new 

requirements that are critical for continued 

growth. This is when brands opt for a 

Headless architecture. 

38% of people will 
stop engaging 
with a website if 
they find it 
unattractive
- Adobe

Some of these challenges could be deploying 

GTM quickly, increasing the degree of 

personalization, accommodating multiple 

user flows and wanting to retain control on 

the backend architecture while scaling. 



All of these challenges apply well to a DTC 

subscription company where the brand 

needs to do everything in its capacity to 

encourage a conversion because that single 

conversion potentially means a large stream 

of revenue, and headless commerce makes it 

easier to drive that standout experience.

https://www.shopify.com/enterprise/headless-commerce-vs-traditional-commerce
https://www.shopify.com/enterprise/headless-commerce-vs-traditional-commerce
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“Shopify covers 80% of our needs, and I think that’s 

common across all merchants. It’s that next 20% where 

headless comes in and where we really spend our time. 

What we’re trying to do is let Shopify handle the stuff 

they do so well, and we can focus on what makes us 

unique. That’s where we’ve really gone with our 

thinking around being headless.”

As Benjamin Sehl, co-founder of Kotn put it,

In the summer of 2021, Shopify’s CEO Tobi Lütke announced the launch of Hydrogen (for building 

headless storefronts) and Oxygen, (the platform that will host custom Hydrogen storefronts 

directly on Shopify);  likely in response to increasing market pressure.



Shopify already considers its enterprise plan (Plus) as "headless". 


A modern enterprise “headless” project costs anywhere from $50,000 to $500,000, plus annual 

maintenance costs, depending on the functionality, supporting tools, and level of customization, 

but headless developers are reportedly few and far between. 



Several of the dominant headless service providers such as Builder.io and Shogun started (and 

gained traction) in Shopify’s app ecosystem. It remains to be seen how Shopify can compete 

against them and established alternatives such as Nacelle and Fabric.

https://kotn.com/
https://shopify.dev/hydrogen
https://www.shopify.com/plus/solutions/headless-commerce
https://nacelle.com/


With overall subscribers growing at an 

extremely high rate and LTV at a slower pace, 

it’s clear that new shoppers are trying out 

subscriptions for the first time. There are 

over 27,000 subscriptions to choose from 

and customers tend to stick around with 

those that personalize every step of their 

journey. 

Merchants should take this opportunity to go 

beyond simply promoting the products they 

offer and must utilize data to understand 

customers and craft product experiences 

based on insights from that subscriber data. 

Below are a few examples of what successful 

brands do to improve subscriber retention. 
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Opportunities

Customers are increasingly seeking flexibility 

in purchasing their products. 



However, it is imperative for merchants to 

offer strategic flexibility—providing 

customers with enough options to meet them 

where they are, but not so many options that 

they end up with analysis paralysis. 

I. Strategic flexibility

The most successful merchants leverage 

integrations to better communicate, plan, 

analyze, and provide for their subscribers. 



A sophisticated tech stack allows merchants 

to serve customers better, improve 

operational efficiency and enhance the 

overall experience. 

Whether in the form of a newsletter, a 

communication hub, a customer portal, or a 

seamless checkout experience, customers 

are looking for frictionless ways to do 

business with the brands they love. 



Some of the common integrations that are 

used by DTC Subscription brands include:

II. Integrations 

The best DTC Subscription brands know 

this. Verticals like Health & Beauty have 

seen their AOV increase by 71% by 

deploying checkout options such as:

Swapping products


Skipping a month


One-time purchase

Those merchants that saw their AOV increase through Covid-19, also started providing customers 

the opportunity to pause orders since their wallets tightened due to unemployment.

https://blog.fusebill.com/use-subscriber-data-growth-subscription-business
https://blog.fusebill.com/use-subscriber-data-growth-subscription-business
https://rechargepayments.com/resources/state-of-subscription-commerce-report-2021/
https://rechargepayments.com/resources/state-of-subscription-commerce-report-2021/


Customer engagement: Using products like 

Klaviyo for email communications, or 

leveraging SMS to reach shoppers, allows for 

brands to have multiple touchpoints. Tools 

like Gorgias allow for merchants to engage 

with their customers in a multitude of ways, 

reducing the time to support.



Personalization: Integrations like ReBuy—a 

full-series cross-sell, upsell, personalization 

engine—enable these brands to create a 

unique experience for their customers to 

engage them at the right time and with the 

right message, ultimately resulting in higher 

AOV and LTV. 

Churn prevention: Technologies like Churn 

Buster help reduce customer churn by 

automating failed-payment recovery.



Fraud prevention: By employing technology 

like NoFraud, merchants are able to reduce 

the time it takes to evaluate potential fraud 

without slowing down the checkout process.



Operational success: By leveraging the 

power of analytics through tools like Google 

Analytics, Google Tag Manager, and 

Littledata, merchants can make data-driven 

decisions about their business and 

customers.

The best-in-class merchants reportedly leverage up to 40 integrations with ReCharge, enabling 

them to create highly customizable experiences for their subscriber bases.

A company should clearly define its ‘why’ – 

something more than just the product, the 

purpose for which it exists. This could be a 

cause such as sustainability, diversity, or 

charity - that will mobilize its customers. 

Such a purpose is critical to achieve 

customer acquisition and stickiness, although 

it helps to remember that some ‘why’s can be 

polarizing. It is important that merchants 

weigh the benefits and risks before 

committing to what they stand for. The 

feedback loop of how customers identify 

with a company's purpose should be 

assessed through polls and surveys. 

Lovevery, a company focused on play-kits 

for children, uses scientific methods to 

develop toys that facilitate learning and 

development in children, taking the 

guesswork out of it for new parents. 



Brands like EarthBreeze stand by a clear, 

concise mission: “Clean Laundry. No Plastic.” 
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III. Brand differentiation

https://lovevery.eu/
https://www.earthbreeze.com/


Loyalty can also come in the form of community engagement and rewards. 

For example, Black Rifle Coffee, run by veterans, ships free coins to long-time customers that 
creates a sense of belonging and exclusivity.
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IV. Rewards

Risks

Research projects that by 2023, as many as 75% of direct-to-consumer brands will have a 
subscription-based offering. While it is possible that 75% of DTC brands may have a subscription 
model, there are risks that call their sustainability into question.

Just 55% of customers who consider a subscription ultimately subscribe. The cost of acquiring 
customers is at an all-time high. 3 years ago, digital CPMs were a mere $2. Today, it costs $30 
or more, depending on your advertising objectives. That is 17.5x more expensive! 

I. CAC

July 2020 - July 2021

Brand Awareness Traffic App Installs Video Views Lead Generation

Conversions Catalog Sales

Average Facebook CPM by campaign objective

| Source: Revealbot
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https://www.blackriflecoffee.com/
https://multichannelmerchant.com/ecommerce/subscription-services-will-make-up-75-of-dtc-brands-by-2023/
https://www.retaildive.com/news/nearly-40-of-subscribers-ultimately-cancel-services/517937/
https://revealbot.com/facebook-advertising-costs/cpc-cost-per-click


When a customer cancels, it means that they 

decide to stop using the service temporarily. 

Average cancellation rates are about 40% for 

all categories of eCommerce subscriptions 

and can go up as high as 60% for categories 

such as meal-kits. 



More than 33% of consumers who sign up for 

a subscription service cancel in less than 

three months. Over 50% cancel within six 

months. Cancellations are reversible while 

churn is not.



A churn is when a customer leaves your site 

permanently. It’s 5–25% more expensive to 

acquire new customers than to retain existing 

ones.

Understanding the churn type and calculating 

the churn rate will help brands visualize if and 

at what pace they are losing more customers 

than gaining new subscribers. Churn is of two 

types and brands encounter both.

is doing great if the monthly churn rate 

is under 7%,


good if between 8 and 15%,


‘slightly under the norm’ if between 15 

and 20%, and unsustainable if over 20%.

Voluntary churn, which the consumer has control over. For example, they cancel a 

subscription due to personal financial reasons or decide to take a break and resubscribe 

later.


Involuntary churn, which they have little to no control over. Examples include when a 

merchant cancels the shipment or subscription altogether.

The higher the churn rate, the more difficult it 

becomes for subscription eCommerce 

companies to cover their acquisition costs 

and to scale their revenues. 


According to CrateJoy a business:
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II. Cancellation & Churn

Involuntary 
Churn

Voluntary 
Churn

Payment Failures Due to 
Technical & Bank Security 

Issues

Payment Failures Due to 
Outdated or Incomplete 

Information

Technical Issues
Customer Dissatisfaction 

& Competition

Disengagement with the 
Product & Company

Changes in Price & 
Offering of Subscription

https://hbr.org/2014/10/the-value-of-keeping-the-right-customers
http://d3a1v57rabk2hm.cloudfront.net/Reducing%20Your%20Subscriber%20Churn.pdf


Subscription boxes have the highest monthly churn rates at 10.5%, 90% of which is voluntary 
churn. Within subscription boxes itself, the curation segment has the highest levels of churn.

In addition to product type, price too, has a considerable effect on churn. Based on Average 
Revenue per Customer (ARPC), the monthly churn rates are observed to be as follows:

Subscribers both sign up and cancel more readily in categories with lower price points. Higher-
priced subscriptions experience less churn, possibly because the purchase is more considered.

 

Research by subscription technology firm Recurly shows that 65% of subscription sites in 2021 
reportedly saw a decline in overall churn rates, compared to 2020 due to reduction in involuntary 
churn. While this development is significant, it bodes well to remember that 90% of all churn in 
subscription boxes is voluntary.
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Churn rates by subscription box

| Source: Recurly
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In 2019 the average consumer had around 75 passwords. According to NordPass, the password 
management company, this number went up to 100 in 2020.  Now that is a big enough number to 
induce fatigue and yet it increased by 25% in one year.



A study by Westmonroe on the status of subscription spending shows that consumer spending on 
subscriptions increased by 15% between 2018 and 2021, yet consumers underestimated their 
spending by 340%! A 2021 study by JP Morgan on consumer habits related to recurring payments 
revealed that 60% of respondents have forgotten about at least one recurring payment.
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III. Subscription Fatigue

Estimated spend per month on subscriptions
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While the early 2010s saw a huge rise in the business of selling subscription boxes, PitchBook data 
suggests that venture capital funding into DTC Subscriptions may have hit its peak. There were a 
record-high 70 VC deals in subscription box companies in 2016, but 2017 and 2018 recorded only 
56 and 50, respectively—numbers last seen in 2013 and before. While the total funding amount 
for subscription boxes in 2019 topped at $426 million, it remained well below the peak seen in 
2015, which points to the fact that the markets may have tightened and it’s harder than before to 
acquire capital.
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IV. Funding
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Capital Invested Deal Count

| Source: Pitchbook

2016
Deal Count: 70
Capital Invested: $624M

https://pitchbook.com/news/articles/the-science-and-data-behind-the-subscription-box-craze
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Memberships, NFTs and Co-ops

As Robbie Kellman Baxter, a thought leader 

on Membership economy said in 2014, we'll 

see subscription models evolve into 

membership models; especially with respect 

to DTC brands, where they're often selling a 

lifestyle, we'll see memberships where 

subscription to physical products may be an 

element of membership, but it may also 

include local experiences, community, 

content, and other perks. 



Subscriptions have also extended into web 

3.0. The first blockchain-based coffee 

membership was rolled out in January 2022, 

between Yes Plz, a craft coffee subscription 

brand and the Bored Breakfast Club NFT 

project. 



Collaborative commerce could be another 

path that brands may veer towards. Some 

companies are paying 2-4 months’ worth of 

revenue upfront to acquire a customer (given 

how expensive CAC is), and they need the 

following month of renewals to actually 

break-even or make a profit on that 

customer. 



It is perhaps as a consequence to this 

pattern, that we’re beginning to see shared 

partnership models such as co-op commerce 

emerge which allows multiple brands to 

partner together, tap into the same customer 

base, and scale together while moderating 

costs of subscriber acquisition.

The membership 
economy is the logical 
extension of subscriptions

Membership is an 
attitude. 

Subscription is a 
financial arrangement

So, the idea of subscription revenue as 

smooth revenue can be appealing. But, 

truthfully, there's only so many monthly 

subscriptions a person needs and most 

people don't think in terms of desiring a 

physical ‘subscription’. What they want is 

a product when they need it.

Garrett Camp, 

Uber’s co-founder,  
described subscription 
businesses as being able 
to have ‘10x the lifetime 
value of a customer.’

https://robbiekellmanbaxter.com/the-membership-economy/
https://subta.com/meet-the-nft-subscription-that-ships-free-coffee-to-its-members/
https://subta.com/meet-the-nft-subscription-that-ships-free-coffee-to-its-members/
https://www.coopcommerce.com/
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