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Preface

A first impression about the topicality of this paper will be given by the following links.
Feel free to use your digital device (smartphone, tablet) and lay back.

Why is the topic so important - NOW?
https://www.youtube.com/watch?v=2XIQkDIdpml

What will change in businesses - NOW?
https://www.youtube.com/watch?v=8d32Ps1VYAk

Why do businesses need to react - NOW?
https://www.youtube.com/watch?v=SjIBQOCEZTE

Digitalization is already touching us all and the buzzword of 2014/2015 will be “Digital
Transformation”. In fact it is the new uber-driver and it impacts us all and will change
the global economy. The information based industries are just the first wave, others
will fol-low. Setting up a plan for the digital disruption and transforming the strategies,
uprating models and capabilities to harness the advantages of digitalization and avoid
it pitfalls.

The main focus of this paper lies on the ongoing digitalization trend and how the trans-
formation can be adapted into the B2B sector.



Management Summary

We live in a digital world - even without taken notice, digitalization has shaped our
environment over the last few years. The graphic is well known (What happens in an
internet minute?) about the volume of data which is transferred online every minute via
the internet. Lately, the topic has gained a high importance in public. News and articles
in every newspaper about the digital age are popping up. Furthermore the German
federal government is discussing this topic on the <<Digital Agenda>>.

Digitalization is already touching us all and the buzzword of 2014/2015 will be “Digital
Transformation”. In fact it is the new uber-driver and it impacts us all and will change
the global economy. The information based industries are just the first wave, others
will follow. Setting up a plan for the digital disruption and transforming the strategies,
uprating models and capabilities to harness the advantages of digitalization and avoid
it pitfalls.

The effects are now noticeable for all businesses. They have to adapt to these changes
to maximize their business, explore new markets, develop new strategies and expand
their business to be competitive in the future. In the digital age, internet marketing is
more and more important than ever before. Big Data, e-commerce, online marketing
and social media is on every agenda of the industry. It is not just certain industries
which are under pressure of digitalization.

Business models, value chains and all industries need to manage these challenges.
However the adaptation and processing in B2B is far behind. Many companies have
long overlooked the full potential of marketing & communication development, espe-
cially in online presence and e-commerce strategies. B2B is thus an over-looked as-
pect in the use of online strategies. Online presence is the key in terms of developing
new sales markets. Nearly every B2B - customer is a B2C - customer. Only 34% of all
daily communication is professional, 66% percent is private. A radical transformation
is identifiable; B2B - commerce and communication is learning from B2C, developing
more touch points, becoming more consistent and more complex. So why shouldn’t
these manners for businesses be adapted.

To date, the e-commerce and communication management part of B2B has only had
a minor part in research, teaching and literature. Furthermore, the importance and
challenges of digitalization from offline contact to online contact in the coming years
will be pointed out. Actual trends in B2B, the digitalization of communication, consump-
tion and how they change consumer behavior are major aspects on which will be fo-
cused on. Information becoming easier accessible, sharing and connecting becoming
more attractive and addressing more people faster, analog media and processes will
be substituted via digital media and becoming normal. This will be the current status
for business and private life, always being connected via internet and accessibility via
mobile devices are precipitating this development.

But by taking a deeper look into the structure, processes of B2B transformation can’t
be found. It hasn’t started; old structures, processes and information technology make
it hard to follow the ongoing digitalization trends. The biggest challenges are to con-
vince the consumers, employees about the needs of the changeover. To manage
mind-set changes for the digitalization of B2B and “pure player” like amazon, means
starting a co-educational process from analog to digital.




Adding the digital sphere to the physical world in B2B will set up a lot of opportunities
in a long term position. The dramatic transformation of B2B commerce is impossible to
overlook. B2C commerce trends drive progressive organizations to advance their
online B2B platforms while laggards slog through bureaucracy, complexity or simply
the reluctance to change. Along with many other findings, this paper confirms that the
ability to recognize challenges, find appropriate solutions in a timely fashion, and adapt
accordingly is key to achieving a strong competitive edge - and with it the opportunity
to help shape the future of B2B commerce.
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1 Introduction — From analog to digital

We live in a digital world — even without taken notice, digitalization has shaped our
environment over the last few years. The graphic is well known (What happens in an
internet minute?) about the volume of data which is transferred online every minute via
the internet.! Lately, the topic has gained a high importance in public. News and articles
in every newspaper about the digital age are popping up.? Furthermore, the German
federal government is discussing this topic on the <<Digital Agenda>>.2 This is hardly
surprising, because the repercussions of digitalization are now noticeable.

Over the last few years, digitalization has brought new opportunities and challenges all
over the world. Nearly every third word which is communicated is articulated via elec-
tronic devices. The new smartphone generation uses their phones for nearly every
situation — “mobile phones as an electronic memory source”.* The series of technical
innovations in the 20th century has brought a new fundamental peak.®> Google (USA),
eBay (USA), amazon (USA), Alibaba (China), MercadoLibre (Argentina), Zalando
(Germany), Facebook (USA) are platforms which have revolutionized digital consump-
tion & communication. All required information and material is available at the click of
a mouse. Communication, shopping and “living” via internet has become part of our
everyday life.®

The effects are now noticeable for all businesses. They have to adapt to these changes
to maximize their business, explore new markets, develop new strategies and expand
their business to be competitive in the future.” In the digital age, internet marketing is
more and more important than ever before. Big Data, e-commerce, online marketing
and social media is on every agenda of the industry. It is not just certain industries
which are under pressure of digitalization. Business models, value chains and all in-
dustries need to manage these challenges. However, the adaptation and processing
in B2B is far behind. Many companies have long overlooked the full potential of mar-
keting & communication development, especially in online presence and e-commerce
strategies. B2B is thus an overlooked aspect in the use of online strategies. Online
presence is the key in terms of developing new sales markets.® Nearly every B2B-
customer is a B2C-customer. Only 34% of all daily communication is professional, 66%
percent is private.® A radical transformation is identifiable; B2B-commerce and com-
munication is learning from B2C, developing more touch points, becoming more con-
sistent and more complex. So why shouldn’t these manners for businesses be
adapted.

1 See appendix 1.

2 Cf. (Rigby, 2015 pp. 62-73).

3 See newspaper source articles at appendix.

4 Cf. (Jaeger, 2014).

5 Cf. (Esche, et al., 2014).

& Cf. (Matthee, 2013).

7 Cf. (GfK Verein - Gesellschaft fur Konsum-, 2013 pp. 1-8).
8 Cf. (GfK Verein - Gesellschaft fir Konsum-, 2013 p. 8).

® Cf. (Esche, et al., 2014 p. 4).




Introduction — From analog to digital

This study will try to answer this question and analyses the chances for B2B to succeed
through digitalization. It will highlight the importance of online and e-commerce com-
munication management strategies in B2B. To date, the e-commerce and communi-
cation management part of B2B has only had a minor part in research, teaching and
literature.® Furthermore, the importance and challenges of digitalization from offline
contact to online contact in the coming years will be pointed out. Actual trends in B2B,
the digitalization of communication, consumption and how they change consumer be-
havior are major aspects on which will be focused on. The following chart explains the
structure of the next chapters (see Figure 1).

Chapter 2: State of the Art situation—Trends & Challenges in the future

Online

Chapter 3: Digitalization of Information & Communication

Chapter 6: Growth Sector

Chapter 4: Digitalization of consumption Y e e

A103y] 13 uonenys jeiyu|

E-comimeice

Chapter 5: Digitalization of Products and Services

Figure 1. Scheme of the book.!!

10 (Masciadri, et al., 2010).
1 Own figure.



2 The memory of the world in the Digital Age

Our world is digital — Digitalization is transforming our society like only the industrial
revolution did before in recent history.*? Today, there is a new fundamental digitaliza-
tion peak. The abundance of data and the broad availability of mobile internet and
connected mobile devices change our consumer behaviors. The consumption of prod-
ucts, information and communication all goes through electronic devices. Digitalization
is changing our life profoundly: information, communication, private life, business life,
leisure and our consumption. From the consumers perspective, very little is known
about how consumer behavior is about to change due to digitalization. It is interesting
that our society is not reflecting at all, how much digitalization is changing our life. The
sense prevails that everything is easier, faster, more accessible and that there are no
high costs for information or communication. It represents a profound change in deal-
ing with information. All this will change the requirements for information, communica-
tion, education and the whole behavior of society.'® Electronic devices are the new
“memory” for society.

What does that mean? First of all, the market and behavior of consumers is changing.
Information and communication about mobile internet usage, consumers’ business and
private communication behavior, awareness of future technologies and social media
usage are more and more important for analyzing the trends of the future. These are
indicators for finding the right channels and devices in communication. To be compet-
itive and innovative in the future, these trends need to be understood and analyzed.

° Digitalization of Information & Communication
Market
Disruption
o Digitalization of Distribution & Purchase _
Consumer
o Digitalization of Products & Service

behavior
Figure 2: Effects of Digitalization.*

Digitalization has brought all these changes and created three powerful streams which
will influence and change consumer behavior in many ways (see Figure 2). These three
streams are constantly shaping our personal and consumption-related environment
and continuously cause a series of very fundamental changes that is called market
disruption.'®> Much has changed already, but the main changes to focus on are the
following ones:

= Digital Transformation (Digital Transformation across strategy, people, pro-
cess and technology)

12 (Esche, et al., 2014 p. 8).

13 Source: (Allensbach, 2014).
14 (Esche, et al., 2014 pp. 8-10).
15 (Esche, et al., 2014 p. 10).




The memory of the world in the Digital Age

= Process and culture (how to be more agile; how to be more innovative; how
to operate with a ‘real time’ or ‘always on’ mentality)

= Multichannel (how to join up online and offline channels to deliver better cus-
tomer experiences and greater business value)

= Growth (digital as an opportunity to drive this)

. Internationalization (more international expansion online, more translation of
websites, more international search marketing etc.)*®

Focusing on these parts will be the challenge for businesses in the coming years. In
order to focus on specific areas, marketing agencies conducted different surveys to
analyze the most relevant trends for the next few years in marketing and communica-
tion.r” The winning hot topics are: social, data, mobile, customer experience, content
marketing, multichannel and personalization. These channels will help us to survive in
the digital age and generate new advantages for businesses.

In the next chapter the focus lies on the presented streams and elucidate them. Fur-
thermore, the influences for the B2B sector and focus on important instruments (online
presence, e-commerce and cross channel communication) will be analyzed to manage
these trends and changes.

16 Cf. (Esche, et al., 2014 pp. 10-14).
17 See appendix 2.



3 The New Digital Reality

A lot has changed in the last few years. In 2014 more data as information which is
actually “live” can be seen. New tools, open source code and service are making it
easier to turn data into content. The consumers’ communication behavior highlights
the magnitude of change. Statistics represent that 37% of our communication is al-
ready digital.® The new generation of smartphone users makes access, to every in-
formation platform possible. Communication and information are available whenever,
wherever. Internet, social media, mobile phones and all other devices are part of our
everyday communication. This is not just in our private lives either; nearly every third
word people speak to workmates is communicated via electronic devices (messengers
etc.). The latest studies show that there is no major difference between private and
business communication. Business communication is about 35% of our daily commu-
nication. Online communication plays a big role in our private and business lives, going
online more than once a day is quite normal. Three quarters of the whole population
(Europe) under fourteen are online nearly every day.*®

3.1 Overall Communication Behavior

Internet usage has grown significantly. It has become an integral part in consumers’
lives. This trend is validated by the current online user figures worldwide and in the
different country regions (see Figure 3). In 2013 the number of internet users worldwide
was 2.8 billion, up to +16% to the previous year. Especially in the EMEA region a big
increase is discernible.?° For example some countries in Africa have grown rapidly in
the last few years. In 2009, the number of African internet users amounted to approxi-
mately 86.2 million and grew to 240.1 million in 2013.%! These countries are very im-
portant for internationalization (more international expansion online, more translation
of websites, more international search marketing etc.). The latest analysis showed that
there is no significance between weekend and weekday surfing. But there is a differ-
ence between different professions.

18 Cf. (Esche, et al., 2014 p. 19).

19 Source: (Allensbach, 2014).

20 Also a big increase of mobile use is identifiable see chapter 6.2.
2L Source: (Statista, 2014).




The New Digital Reality

Internet user's worldwide in Millions (Q4 - 2013)

Worldwide 2802,4+16%

Asia 1265,1 +2%

Europe 566,3 +15%

North-America 302 +43%

Latin-America
/ 300,3 +18%

Caribic
Africa 240,1 +10%
Middle East 103,8 +9%
Australi.a/ 28 +18%
Oceania

T T T T
0 250 500 750 1000 1250 1500 1750 2000 2250 2500 2750 3000

M Percentage increase from 2012

Figure 3: Online users worldwide and world regions in million.??

The unemployed users are the most frequently internet users with 343 minutes (see
Figure 4). However, after this, it is interesting to note that the group of Executive Em-
ployees or Chief Officers are the second highest users, using the internet approxi-
mately five hours a day (private and at work). It elucidates that the use of internet for
information and communication in business is also a big beater.

00 - Daily surfing Time in Minutes

350 A

300

343
| 293 288 304 290 291
272
250 - N N - prI RS IR Eee  Eeeeee -
200 A
150 A
100 A
50 1
0 : : : : : : :

Public or
Apprentice
Student
Worker
Employee or
Public Officer
Self-Employed
Unemployed
Retiree or
Pensioner

Executive
Employee
or Chief Officer

Figure 4: Internet Surfing Time by Profession.?

The daily surfing time and usage of the internet has grown fast in the last year, espe-
cially since the new smartphone generation (see Figure 3). The use of multiple devices
like smartphones, tablets and notebooks further raises the daily internet usage. As an

22 Own figure - Data: (Statista, 2014), (Internetworldstats, 2014).
2 Own figure - Source: (Statista, 2013)



The New Digital Reality

example in Germany the usage of the internet on the go rose from 23% in 2012 up to
41% in 2013.2* Worldwide there were already 1.91 billion mobile users in 2013.%% In
2013 there was a turnover of about 1.013 million smartphones and the forecast for
2017 will be around 1.734 million devices, a growth +71%.2% These figures explain and
confirm how our reality turns digital.

3.2 Digital Information & Communication in B2B to-
day

These trends of communication behavior will have a strong influence on the commu-
nication strategies in B2B for the coming years. Based on the “GfK Study™’ identifies
new communication channels and strategies as the second biggest challenge for all
businesses. Seven out of ten people say that demonstrating online presence (internet,
online marketing) is the most important communication channel or tool to focus on for
the future.?® 71% of all marketing managers think that this will be the trend for the
future.?® The communication channels will change dramatically in a few years. The
challenge is to attract attention for a product to create awareness. The internet revolu-
tionized the information diffusion like nothing else before. To inform themselves about
products, companies etc. is easier and simpler than it has ever been before. However,
the B2B sector is far behind in transferring their information, communication and prod-
ucts via online channels, because the B2B sector is less innovation driven than B2C.
In the last few years, manufacturers didn’t follow these trends like the private sector.
The overall daily private vs. business communication split is around 24% for business.
B2B will be a new growth driver for online presence in the next few years.3°

2 (dot.Source GmbH, 2014 p. 20).

% (Statista, 2013)

% (Statista, 2013).

27 Gfk Study: Study about the current challenges, trends and worries in the Marketing field.
Published and composed by the “Gfk” Organization in Germany.

2 Cf. (GfK Verein - Gesellschaft fur Konsum-, 2013).

2 (GfK Verein - Gesellschaft fur Konsum-, 2013 p. 19).

%0 (Esche, et al., 2014 p. 19).




4 Today’s digital consumer

Digitalization affects, next to communication and information, the consumption behav-
iors. With smartphones and tablets, access to products is possible everywhere. Pur-
chasing from the couch is the new vogue. As an example in Germany 28.8% of a
sample size of 86.000 in a survey are buying their products from the couch or bed-
room.3! After informing yourself about the features of the products, it can be purchased
via electronic devices from nearly every location, whether it will be from the comfort of
the couch or on the lunch break from the bench or coffee shop. Consumption became
digital and became a new standard from the consumer perspective.

For that reason the changes and needs of consumer behavior must be adapted. Digital
shopping information, digital distribution, digital products and digital service alterna-
tives are the essential topics when it comes to digital consumption.

4.1 Digital shopping Information & Distribution

Digitalization changed the distribution strategy. The process chart shows the effect
digitalization has had on changing the traditional order of consumer behavior (see Fig-
ure 5). Search engines and market places are changing the customer focus from a
distribution channel oriented approach to a product channel oriented approach. That
means, consumers are searching for a product, comparing prices and at last they are
choosing the distributor.3?

The loyalty to the dealer or manufacturer changed and has become a lower im-
portance. Nearly 69% of all consumers are informing themselves online before pur-
chasing a product (online or offline).33 Consumer behavior in terms of digital consump-
tion changed and has an impact on the strategy of online shops. Consumers so far are
using three primary sources of information for making their purchase decisions.

These sources are:3

1. Stationary information “on site”, namely POS information and personal sales-
manship;

2. Online information collected on internet sites or social media networks; and

3. “Offline” recommendations from family and friends.

3 cf. (Allensbach, 2014), (Statista, 2014).

82 (dmc commerce consultants GmbH, 2014 p. 2).
3 Cf. (Fost, 2014 p. 49).

34 (Esche, et al., 2014 p. 33).



Today’s digital consumer

‘ From sequential visitors in trade

1. Dealer selection 2. Product selection 3. Product purchase
comparison information

‘ ...up to parallel product choice

2. Dealer selection 3. Product purchase
comparison information

Figure 5: Changed purchasing process via digitalization.3®

1. Product selection

These sources of information stand for purchasing decisions.

— A

Personal contact Online

(Shops, social media, website)

29,0% 23,5%

27,9% 49,4%

Print

Example: 31,5% of all procurements in online-shops are based on personal contact; these procurements
are 54,2% of the B2B Online Shop turnover.

Figure 6: B2B-Commerce: Cross channel communication.36

An efficient design and interplay between online and offline information channels can
be considered as an important success factor. Cross channel communication influ-
ences the purchase behavior of customers (see Figure 6). A big link between direct,
indirect and online contact could be identified. Digitalization transformed online contact

35 Cf. (Fost, 2014 p. 49).
36 Study of ECC Koln 2014 - Data: (Hybris Software AG, 2014)




Today’s digital consumer

into an important information medium. This B2B Study in cooperation with hybris®” an-
alyzed the multi cross channel information - and procurement behavior of B2B-custom-
ers.

The study identified that: before online purchasing, 63.5% of business customers in-
form themselves via one or two different channels — before purchasing via print, the
percentage of business customers who are using different channels is 85%. As in pre-
vious years, the internet remains one of the most important information platforms of
recent years. Search engines, online-shops, business-, manufacturer- and distributer
websites are the most common platforms for research.

Global e-commerce sales are growing more than 19%

$1.200 - each year
$1.000 1 $963,00
$820,50
$800 -
$680,80

5600 $572,50

$400 -

$200 -

$0 ; ; .

2010 2011 2012 2013
W Turnover in billion

Figure 7: Global e-commerce sales in 2013.38

Since 2010 global e-commerce has grown globally by 19% each year, an increase
from $572.5 to $963 billion. For 2014, the e-commerce trend forecast is around +21%.
Internationalization is a big topic in the e-commerce business for the following years.
Online shops are starting to internationalize their strategies and focus. The focus lies
on international markets and consumers. Expansion into regions like EMEA will be a
growth potential. The reason is that in Germany, for example, the market is relatively
well established and an expansion in international regions brings new opportunities in
terms of growth and market share. More and more consumers are buying products
online and the frequency of the purchasing behavior is growing. Consumption behavior
is changing too, because of the ability to order products from overseas. In the following
years, the consumption of products via online channels will grow.

4.2 Digital Consumption in B2B today

The fact that consumers are purchasing products through more than one source is
nothing special anymore. But why is access to the e-commerce business only now on

7 Hybris is an e-commerce technology company of SAP.
38 Own figure - Data: (Bobe, 2013)
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the agenda of the industry? Entering the e-commerce business in B2B was neglected
by the industry before. For many products and services, it is insufficient to improve
either the online or offline channel alone, because consumers look for solutions that
help them extract maximum utility from a combined online and offline environment.°
The interplay between online and offline channels can be considered as an important
success factor for B2B. This is because the B2B is particularly affected by this, with
more than 60% of consumers visiting a store and looking for information online.*® B2B-
commerce shops are one of the most important growth factors for the industry. The
potential for manufacturers and dealers is high — new customers, target groups and
business partners, leaner processes, marketing and sales can be pushed on an inter-
national alignment. Bringing the products and services online, to improve the digital
presence, will bring competitive advantages. E-commerce with a view to international-
ization and cross channel communication will be another important growth factor in the
following years for B2B.

% (Esche, et al., 2014 p. 33).
40 (Esche, et al., 2014 p. 33).




5 Are you still printing, or are you online?

What the printed catalog was before is now the digital e-version. Products can be ex-
amined in a high quality, often in 3D and individual adaptations are often possible. So
why would you still order catalogs and lose time and service? The trend is moving to
online depiction of products and direct online service.

The digitalization of products and services has two important repercussions and is
strongly connected to the consumption of consumers. To bring your products and ser-
vices online will deliver better customer experiences and greater business value. The
internet can be a powerful medium to bring your services and products online to serve
the consumer’s consumption habits. This trend delivers new options to serve your cus-
tomers’ needs on a higher level.

5.1 Digital Change: Products and Service

There are always different ways to digitalize a product. For being successful the con-
sumers’ acceptance of new technologies and features need to be understood. One
way is to add digital technology that enables the product to use digital information or
communicate with other technology. The second is that the product itself is completely
digitalized like an mp3 song. The adoption process of bringing products and services
online will be necessary for firms to market. In order to do so, you need to think about
how they can be digitized, i.e. finding the best strategy what kind of platform could be
used for bringing your products online. The type of technology (mobile payment, same-
day delivery, augmented reality) should be integrated based on consumer perception
and needs. The big advantage of digitalization of products and services online is that
all the existing different touch points can be combined to one single approach (see
Figure 8). As an example in Germany, people are generally open to the inclusion of
new digital technology in products and services. Thirty-three percent consider upcom-
ing digital technology in products and services to their personal lives.#* That means
you have a higher spread of communication and more consumers with more infor-
mation can be reached.

4 (Esche, et al., 2014 p. 33).



Are you still printing, or are you online?

Products & Services — Offline (today)

Multi touch points for prodcuts and services
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E-concept
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Figure 8: Digitalization of products and services.*?

Another fact is that the “brand” representation in online products and service as well
as the way, people communicate via brands and the way the latter influence has gotten
a high reputation in the last years. The values of a brand can be communicated online
via a bigger circle of consumers.

Benefit of brands in B2B and B2C

50 4

20 | mB2C

H B2B
30

20 4

10 4

Image benefit Information efficency Risk reduction

Figure 9: Brand-Benefit in B2B.*3

It is not only the values of a company which can be represented, also the individual
brand as a company itself. The benefit of brands in B2C and B2B was analyzed by

42 Own figure.
4 Own figure - Cf. (Masciadri, et al., 2010 p. 22).
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McKinsey (see Figure 9).%* The results show that the value of brands in B2C is different
from the value of brands in B2B. In B2B the brand is a strong factor in terms of risk
reduction and information efficiency. That means consumers are long term oriented
and want products with brands they can trust. Their investment should be sustainable
for the next years. If the technology changes they want to adapt it and do not want a
complete change of systems or processes.

5.2 Digital Products and Services in B2B today

Platforms and systems for bringing products and services online are more and more
common in the industry. That means communication via online mediums to represent
products, information and business becomes more and more important. Consumers
will not distinguish between private and business life anymore. They want the same
quality in usability, design, searching and performance to what they are used to in their
private life. Integration of e-commerce shops to place your products online opens new
channels in terms of online marketing. In buying the products directly online, more
customers can be reached. As such, a combination of information and e-commerce
platform in B2B is a good opportunity for growth. Communication via brand, service
and product can be strengthened and more targeted. An opportunity is given to gener-
ate a desirable image of your brand.

Today, the main B2B companies only represent themselves via websites only in order
to advertise the company and their values. Detailed information platforms or distribu-
tion platforms about products or brands are not available or only in a restricted manner
for business partners. They are not available for the private or general consumer. In
total there is a high leak in representing products and services online in the B2B sector.
Digitalization of products and services will turn into a major strategy aspect for the near
future.

4 Cf. (Masciadri, et al., 2010 p. 22).



6 Isthe B2B sector ready for the Digital
Transformation?

Digitalization has begun to unfold its disruptive power over our communication and
consumption behavior. Moreover, there is currently no limit on this development; in-
stead the upcoming years will bring a lot of changes and new possibilities for both
consumers and companies. What does that mean for the coming years and for the
industry sector? And how can these trends be adopted to get the right strategic direc-
tion for the future?

The Digital Transformation does not only influence the internet. It is included in our
everyday life, objects and places (see Figure 10). A separation from the digital sphere,
traditional dealers or manufacturers, private consumption and acquisition is, in the long
term, unreasonable. The Internet is integrated in our everyday life and information is
accessible all the times. Information, communication and consumption via electronic
devices has become of utmost importance in private life and growing fast in business
life.

. E-Commerce
Physical World Digital Sphere

Traditional Dealer &
Manufacturer

Internet

Internet , Wearables,
Smartphones, Multi-
Stage

Figure 10: The Digital Transformation in B2B.%°

The Web is currently a great opportunity for B2B to move forward. The market is chang-
ing and every manufacturer/ dealer has different challenges. The following represents
the identified trends and challenges:*®

= E-commerce: customers drifting online,
= More touch points, more consistency, more customer focus,

= Online price competition,

4 Own figure - Cf. (dot.Source GmbH, 2014).
4 Cf. (dot.Source GmbH, 2014 pp. 11-30).
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= Brand management is complex in online strategies,
= Producers are starting to sell directly to the market,
= Market places are becoming more famous,

. Pure players like amazon are looking for niches,

=  Competition via pure player’s like amazon.

Furthermore, there are reasons why manufacturers now want to open online busi-
nesses and why it is so important to focus on the outlined trends:*”

= Trust in own competence and brand,

= Control over price and brand,

= Information and promotion via website and purchase via e-commerce shop,
= Vertical direction generates international growth.

For manufacturers and dealers it is important to respect these trends and adapt to
them as early as possible. The change in the purchase behavior affects everybody.
The B2B is more demanding than B2C, especially in terms of innovation. This market
is less driven than the consumer market. To respond to future trends and the needs of
the target audience is one of the biggest challenges in B2B. The digital network or the
“e-phenomenon” is a natural outcome of the ongoing evolution of business and con-
sumer technologies. Limited communication between companies or within companies,
as well as customers, and low volumes of information, that miss customer needs, drive
up costs and compromise revenue potential. An integrated digital communication net-
work closes the communication gaps that are in the way of high performance.

6.1 Digital Transformation in B2B

A radical transformation is identifiable; B2B is learning from B2C. It develops more
touch points, it becomes more consistent, more customer focused — and more com-
plex. B2B is undergoing a transformation. Major changes in channel strategies are
afoot.

However, in most companies there is still a big lag in implementing and following these
trends of digitalization in order to be competitive in the future. In the near future more
B2B markets and businesses have to learn from B2C and adapt and implement these
trends. The outlined results of the three digitalization streams will be the base for the
future strategies of B2B:

47 Cf. (dot.Source GmbH, 2014 pp. 11-30) & Cf. (Masciadri, et al., 2010).
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1. Online presence (Information, Communication, Marketing),*®

2. Cross channel communication, more contact options (multi-stage marketing,
ingredient branding, digital service),*®

3. Online shops/ e-commerce (marketing platforms, digital service).5°

The key challenges will be to develop new touch points, move online and create con-
sistency and better customer value by using consistent marketing across multiple
touch points.

Multifaceted transition: Consumerization, self-service, social networks,
and mobile commerce

None of these . 2%

Consistent and relevant content becom

es essential across multiple
. * I -7
touch points
Smartphones enforce localization and u f apps both for sales reps
I, -
a as business k

a

Social media ir

B2B commerce is shifting from offline to online and self-service _ 57%
Figure 11: Multifaceted transformation in B2B - commerce. 5!

Companies that see this opportunity can boost customer satisfaction and even more
importantly, secure the potential for future growth.5? The following survey results clearly
indicate that B2B is changing, moving in many directions (see Figure 11). More than
half of the respondents said that B2B commerce is shifting from offline to online and to
self-service platforms. Furthermore nearly 51% of the respondents recognize that the
internal organizations have to adapt in order to meet new online goals. In addition 40%
of the respondents agreed that B2B commerce is adopting B2C practices to optimize
the B2B purchasing experience; business customers require intuitive self-service tools
for order processing and management; social media has an impact on brand aware-
ness, purchase recommendations, and reputation.

4 (GfK Verein - Gesellschaft fir Konsum-, 2013 pp. 2-10).

4 Cf. (Schonhoff, 2013 p. 8).

0 Cf. (dot.Source GmbH, 2014).

51 Own figure - Data: (Intershop Communications AG, 2013 pp. 8-10).
52 (Intershop Communications AG, 2013 p. 7).
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Vision: More touchpoints, more consistency, more customer focus

B2B multi-touch point commerce enables us to grow
globally

We provide self-service ordering and consistent purchasing
experience across multiple touch points

We will integrate online and offline touch points and offer
seamless purchasing experience

We will integrate new touch points such as mobile apps for
order entry, order history and status as well as sales reps
apps

31%

Figure 12: Visions for B2B - commerce.>?

The next survey result shows the answer about the vision of B2B commerce (see Fig-
ure 12). One-third of the respondents mentioned, the integration of new touch points
would be the main vision. Furthermore, they declare that the combination of online and
offline touch points will offer seamless purchasing experiences across multiple touch
points. The consumer will be more flexible and can take decisions from his own point
of view.

But where are the mind changes and visions coming from? The application of B2C
expectations has a high impact on the use of B2B commerce or communication. This
is a classic example of what is being termed “the consumerization of T, the world of
B2B is evolving fast, and B2C trends are being reflected in the B2B environment. The
following chart shows the landscape situation of B2C and B2B today and what can be
changed for B2B in the future (see Figure 13). Organizations which recognize and
overcome the challenges can achieve a valuable competitive edge. Consumerization
is one of the latest buzzwords in the industry - B2B is learning from B2C.

But what does it mean? There is no clear answer, but in general a lot of people under-
stand that it simply describes: making things easier or bringing it online. However the
fact is that B2B can learn a lot from B2C, because every commercial user is also a
consumer. Even if it is not possible to integrate every aspect of B2C, companies should
use it as a “prototype” to investigate how technologies can be used to implement their
B2B marketing strategies. Since every B2B-customer is also a B2C-customer, with
corresponding expectations and habits, learning from B2C is crucial for companies that
want to understand the future of B2B.%°

53 Own figure - Data: (Intershop Communications AG, 2013 pp. 8-10).
54 (Intershop Communications AG, 2013).
% Cf. (Intershop Communications AG, 2013 pp. 16-18).
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Figure 13: Developing and designing the future of B2B.%6

Industries, manufactures or organizations that develop their B2B Commerce and com-
munication channels now and offer a consumer-like experience will be well placed to
compete in their markets. However, it is also important that they master the complex
requirements and specific characteristics of the new touch points. The study “Sorgen
des Marketing 2013“ (Cares of Marketing 2013)%7, shows that exploiting a new mar-
ket/trade channel or growing a market is the most difficult topic in marketing and grow-
ing it intensively is even harder. The web is a new opportunity for the B2B to move
forward now. Using the right channels and setting levers will be worth in a long term.58

6.2 Strategic course of action in B2B

Since the B2B sector is not as developed as it should be in terms of digitalization, many
industries, manufacturers and organizations are searching for the right strategy to bring
their products online. The strategies are often slowed down by the classical structures
in B2B organizations. On the other hand it can be observe how turnovers can grow via
online sales, with the best example being amazon. The different developmental stages
of manufacturers can be analyzed. The e-commerce evolution can be an opportunity,
especially for the vertical market. Five Phases could be identified which will be ex-
plained in the following chart (see Figure 14). The order is not always the same, but
the experience out of different industries shows that they are really close.

% Own figure.

57 Gfk Study: Study about the current challenges, trends and worries in the Marketing field.
Published and composed by the “Gfk” Organization in Germany.

%8 Cf. (Intershop Communications AG, 2013 pp. 10-13).
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01 e
=  Presentation of products on website
= Presentation in social media

E =  First experience on traffic and range
02 l Sales via platforms = Integration of dealer search function
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03 | Establishment of branded shops 02 a=m
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Figure 14: Evolution of manufactures in e-commerce.>®

Phase I: Information and branding

Most industries are operating in this phase. On the website they present the products
without any promotions. There is no online-marketing in this stage. B2B manufactures
with complex products, distribution structures are in this phase. Some B2C manufac-
turers are also still in this phase.

Phase II: Sales via platform

The sales of online platforms like amazon are growing. The industry starts to sell its
products. Without any extra distribution unit the industries are selling their products
directly via online distributer, platforms and amazon. But this includes some conflicts
in the distribution structure. Amazon has become one of the most important customers
for the industries. It generates high sales in a short amount of time. This can be called
the “Point of no return’®® where the evolution of e-commerce will continue; the market
is too attractive for the industries and generates strong results.

Phase IlI: Establishment of branded shops

Now, the industries know that there are extremely high concentrations via online sales
and some pure players which the market is focused on. They are trying to transfer the
experience from the offline business into the online business. Chosen online dealers
get special offers (products, marketing material etc.) to place the brand in a better po-
sition compared to others (shop-in-shop concepts). Also amazon and eBay are offering
these conditions for the demands of the industries.

In this phase solutions are really normal, there are links from the online dealer website
to the manufacturer website to inform about the company, product etc. This solution
has no real benefit for the customers, but it should show that the online commerce has
no influence on the direct sales. At this stage the industries already should have stra-
tegic roadmaps on how to move forward with e-commerce.

Phase IV: Sales via own shops

5 Cf. (Fost, 2014 pp. 47-50).
80 (Fost, 2014).
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After starting business with online dealers, for establishing shop-in-shop systems to
present your brand and products online, industries start to launch their own shop sys-
tems (flagship stores). In the beginning they start really carefully, because the special-
ist dealers shouldn’t realize that the manufacturers start selling online. Topics like price,
marketing, branding, product portfolio, promotions, special offers, online service are
becoming really important. Here success will be measured at customer leads and con-
version rate. For example when adidas started with their online business in 2001, they
didn’t expect high margins.5! Starting this process in industries is a hard step, because
often you need to fight against the old internal structures and you will be met with a lot
of internal critics. That is the biggest challenge in establishing flagship stores and only
a few industries manage these effectively. Especially in the B2B sector, structures are
really “old fashioned” to date and the B2B sector in particular is less innovative driven
than B2C. If the management isn’'t supporting these strategies, it will be a hard work to
establish these new strategies and ways successfully.

Phase V: Limited sales via platforms

After establishing a flagship store, online sales are more important than ever before.
The focus lies on e-commerce and budgets. Marketing develops new strategies and
ways for the online channels. Manufacturers like adidas, Nike, Lego (B2C) have also
opening new offline flagship stores in cities. The online shop will be promoted via all
channels and the success will be now measured by turnover and gross margin. The
product portfolio, product availability and dealer margin will be reduced to control the
distribution channels. Selling via platforms like amazon will be reduced completely.
The process will reduce the margin in the short term. Big brands like H&M, adidas and
Apple developed their distribution channels and strategies in this direction, as if they
had seen this arising before.

It is enormously challenging to find the right e-commerce solution for one’s business
as consumer behavior changes rapidly. Manufacturers and dealers need to find the
right way for their business especially in B2B, where the structures are more difficult
than in B2C. You need to be very careful with new strategies, which are very different
from the old ones. Moreover, you need to open the gate and make your way over years
to a final end solution. The old process and structures in B2B can’t be overcome to
define something new from one day to another. The less innovative B2B sector needs
time to adapt to this process. This is especially important when it comes to the distri-
bution strategies and product portfolio you will offer online. Industries need to think
about the products they want to offer, consequently (see Figure 15).

61 Cf. (Fost, 2014 pp. 48-50).
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Figure 15: Product portfolio politics in e-commerce.5?

B2B shops normally offer the whole product portfolio. Market places and B2C shops
need to differentiate, it depends on how they are going to offer their portfolio, directly
via own shops or via dealers. However, the product portfolio decision shouldn’t be just
focused on the channels. They need to focus also on priorities (short-term or long-term
orientation) and determination (national or international). This segment is influenced
by so many factors, that a longer term planning over the next 5-10 years is nearly
impossible (technology, consumer behavior). The business offers a lot of risks which
needs to be controlled in advance.

Besides the product portfolio, the distribution strategy is an important aspect, too. The
chart show where the e-commerce business can be integrated in the existing distribu-
tion channels (see Figure 16). In the B2C sector the industry is selling its products
directly to the end customer. The industry in the B2B sector mostly uses the indirect
distribution strategy via dealers or facilitators. It can be differentiated between single-
level and multi-level distribution. The chart shows what importance e-commerce has
in the distribution strategy and it points out that B2B has a big disadvantage in the
communication via their end customers.

52 Own figure - Cf. (Fost, 2014 p. 60).
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Figure 16: Distribution scheme of industrial companies.53

For the B2B it is necessary to integrate a powerful communication strategy in the plan-
ning of an e-commerce strategy for its business. However information of the end cus-
tomer can deliver unexpurgated information about the product offer.

In the following section the focus is set on the indirect distribution of B2B via dealer to
the stationary trade (POS, stores) or direct distribution to the stationary trade stores.
Furthermore, the e-commerce strategy is focused on integration via marketplaces and
direct B2B online shops.

Market places (amazon, eBay)

Market places and “Pure Players” like amazon and eBay are playing an important role
in terms of e-commerce. They can offer an opportunity or be a disadvantage at the
same time. The decision to use one of these market-places probably brings the main
turnover forecasts in e-commerce. On the other side a relationship can be build which
will have a “point of no return’®* and the power leads in the hands of these market
places. For a lot of industries amazon has become the most important distribution
channel. The correct approach to dealing with a “Pure Player” in terms of online turn-
over chances is one of the most important aspects for the e-commerce strategy in B2B.

Online shops (flagship store, e-dealer)

Next to the market places approach, own branded online shop can be launched. End
consumers are more and more expecting the whole product portfolio online. Besides
to the stationary trade search they want to have the chance to purchase the product
easily online. A lot of online providers differentiate between pricing strategies. The
transparence in online pricing is a high differentiation in pricing per country, consumers
are just informed by the specific country price per product. An own branded shop will

8 Own figure - Cf. (Fost, 2014 p. 35).
64 (Fost, 2014 p. 47).
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bring more transparence in terms of pricing, customers will see different prices per
country and will create mistrust. Online-offline pricing is one of the highest challenges
to manage in B2B. An appropriate strategy needs to be well developed. An own
branded e-commerce shop will reduce the transaction costs for the consumer and for
the producing industry. The requirements for that are well developed processes and
good IT structures which can handle the dynamics of e-commerce. Furthermore, the
organization needs to introduce an e-commerce unit which is focused on establishing
the best strategies and channels.

Purchase preparation (Information, price check)
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Figure 17: Consumer behavior change at distribution channels.®®

A successful e-commerce strategy in this business is a high challenge. On the one
hand it needs to be ensured that the online-offline channel displacement is well inte-
grated and managed and that the stationary trade is still collaboratively and integrated.
The touch points need to be targeted in the right way and a mindset change with the
consumer needs to be started. The behavior of the general consumer and touch point
is changing and it is essential that the B2B e-commerce and communication strategy
responds to this. The chart (see Figure 17) outlines the impact of an online-offline re-
lationship and the advantages this can bring for the B2B. The “faithful offliner” is a
person who is doing all steps on traditional ways. A change could be identified from
offline to online. Channel changers “On —Off” are the main growing area (57%), people
who are checking information and price online, but purchasing offline. Ensuing from
these, a constant development of “faithful onliner” is measurable; this area will be the
main grow area of the future.

8 Own figure - Cf. (Fost, 2014 p. 39).
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6.2.1 Challenges in B2B

In this chapter the current challenges for the B2B for launching an e-commerce and
communication strategy will be outlined. Some facts were already outlined in the chap-
ters before and are consequences of the Digital Transformation.

First of all, the main challenge in B2B is always to integrate new strategies and process
into long term established structures. It is always a challenge to gain acceptance for
new ways to establish in an old structure. Many delays because of political discussions
can be experienced. The Digital Transformation hasn’t reached most B2B industries
yet, so it will be hard to generate a mindset change. Only a few industries can realize
this mind-set change and establish these new structures for the Digital Transformation
easily. The B2B is less innovatively driven than the B2C sector which makes it much
harder; if the management is not supporting the new ways — the new approach will
fail .66

Another important point is that e-commerce and online communication will eliminate a
lot of direct contact in the long term. With e-solutions less people are involved in the
whole process and are active in the market. Consumers need to behave more actively
than before. In B2B this is not 100% the case in the beginning, but it will reduce the
cost and number of people. This will cause a high conflict between the e-commerce
and direct channels which is called the “Overcome Channel Conflict between Direct
Sales and The e-Commerce Organization”. Today there are existing different kind of
channels with different contact points (see Figure 8) and in the future B2B wants to
combine all channels and uses the web as one touch point for the consumer. The result
will be that customers will turn from direct contact to e-contact. As the e-commerce
option is becoming a more viable alternative to a traditional direct sales model, com-
panies are increasingly converting their offline customers to more cost-effective, self-
serve, online-only environments and focusing their sales representatives on acquiring
and retaining higher-margin and higher-volume key account customers.®”

The fact that B2C e-commerce experience drives the B2B e-commerce experience will
be challenging. The B2B must compete with the B2C customer experience standards
which are built around sophisticated merchandising techniques, breadth and depth of
product selection, a simplified login experience, and compelling deals and offers. Fur-
thermore the experience tells us that the B2B-customers expect more and more B2C-
like experience in this business. This puts a lot of pressure on the strategy from the
beginning.

The e-commerce sector is a new business for a lot of companies. To find the right
strategy well experienced or trained staff is needed - “Get Creative about Sourcing
B2B e-commerce Talent”. B2B e-commerce executives continue to struggle today to
find both managerial and operational talent to build effective teams.58

8 Cf. (Hotz Adrian, 2014).
7 (Hoar, 2013 p. 1).
% (Hoar, 2013 p. 12).
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6.2.2 Chances for B2B

Next to the outlined challenge the B2B — business offers a lot of chances, to take ad-
vantage of internet-facilitated cost savings and operational efficiencies. The first op-
portunity is “Increasing their use of self-service online models for low-volume and en-
try-level clients”.%° Especially in emerging countries, with low volumes and small busi-
nesses, this plays an important role. Most B2B companies or business can’t afford to
use sales staff to address the needs of small scale customers that buy limited amounts
of products or services or buy infrequently. The right e-commerce strategy and channel
integration can change this. Now the B2B companies can profitably merchandise, mar-
ket and transact online with these customers. By digitizing sales and do-it-yourself
online services they can also target infrequent customers with small budgets. Espe-
cially concerned companies can extend their sales and customers in this way. Now, a
new customer segment can be reached which hasn’t been in the focus so far, because
it hasn’t been profitable. In acquiring and keeping a customer with self-service portals,
the costs can be driven down.

Another important trend B2B will face in 2014/2015 is the fact that: “mobile and cross-
channel are on the horizon, the emergence of mobile as a strategic channel for inter-
acting with customers.” The increase of mobile use will influence e-commerce in the
next few years. B2B needs to include mobile for reaching, selling and servicing cus-
tomers. Recently the world has a large and growing population which uses a
smartphone regularly for work, private life, information, shopping etc. With so many
people on the go who are increasingly insisting on mobile capabilities, that are equiv-
alent to desktop capabilities, pervasive mobile B2B e-commerce is on its way but is
still two to three years away.”® The following chart will show an analysis of current
mobile payment use in the world (see Figure 18).

% (Hoar, 2013 p. 2).
0 (Hoar, 2013 pp. 12-13).
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Figure 18: Omlis Global Mobile Payment Snapshot 2014.7*

"t (Emma Thompson (OMLIS), 2014).
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There are more than 5 billion active mobile phone accounts and there is potential for
widespread application of mobile payments, according to Omlis, a global mobile pay-
ments solutions provider. By the end of 2013, there were about 245 million mobile
payment users, and Juniper Research predicts that this will almost double within the
next three years up to 450 million mobile payment consumers by 2017. In terms of m-
commerce value, Gartner’? predicts that total mobile payment transactions are ex-
pected to reach $507 billion in 2014. The global adoption of mobile payments is on an
upward curve, but traction is dependent on consumers’ access to technologies, varying
lifestyle choices, and economic factors.”

Overall, the “Online and Mobile are Transforming B2B Commerce’™* research yielded
three key findings:

=  Selling online and on mobile devices represents a significant new opportunity
for B2B companies.

=  B2B companies that wait too long to implement e-commerce assume a big
risk.

=  Self-service tools are changing the way in which B2B - customers interact
with companies.

B2B companies face a complicated channel attribution issue today regarding, how to
allocate sales credit between the web and their B2B direct sales forces.

2 Gartner, Inc. (NYSE: IT) is the world's leading information technology research and advisory
company. More information: http://www.gartner.com/newsroom/id/2504915.

7 (Emma Thompson (OMLIS), 2014).

7 (Emma Thompson (OMLIS), 2014).
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Information becoming easier accessible, sharing and connecting becoming more at-
tractive and addressing more people faster, analog media and processes will be sub-
stituted via digital media and becoming normal. This will be the current status for busi-
ness and private life, always being connected via internet and accessibility via mobile
devices are precipitating this development.

Also in B2B users will have these expectations in the recent future. The position of the
consumer is growing and they will have more power than ever before. The internet
provides innumerable offers which are available; this development changes the behav-
ior and processes of the consumers. As an example the consumer is used to self-
information via internet about a product, company etc. This is why the role of e-com-
merce, self-service and content marketing are becoming more important, consumers
want to have answers now and not later on. The entire technology cycle is becoming
shorter, and more digital channels are occurring at the same time. Big data volumes
are bringing light in the dark of companies. On the one hand processes can be opti-
mized and will be quantifiable. This is the base to reach more consumers, more effec-
tive and target them more specific via the digital sphere. On the other side the ongoing
transformation develops new fields of activity and old business structures will come
into question. Cross-linking makes things more transparent, which is not always de-
sired from business or the politics.

But by taking a deeper look into the structure, processes of B2Bes transformation can’t
be found. It hasn’t started; old structures, processes and information technology make
it hard to follow the ongoing digitalization trends. The biggest challenges are to con-
vince the consumers, employees about the needs of the changeover. To manage
mind-set changes for the digitalization of B2B and “pure player” like amazon, means
starting a co-educational process from analog to digital. So far there is a high leak in
starting this mind-set change which needs to be filled. The direct contact in B2B will be
too difficult to eliminate in a short term, because relationships between the customers
are one of the key success factors in the B2B. It will be a long and hard co-educational
process to transfer the consumers from offline to online contact. From a long-term view
this can just be realized in a good combination of online and offline contact. For many
products and services, it is insufficient to improve either the online or offline channel
alone, because consumers look for solutions that help them extract maximum utility
from a combined online and offline environment. Starting innovative e-commerce and
online projects for B2B can bring high risks on the one side but on the other hand it
can bring also opportunities for being competitive.

The digital trends are clearly identified and taken over in B2B; industries that are start-
ing adjusting now will be successful in the future. Starting the transformation now
means adjusting the old structures, processes and business units for innovative & suc-
cessful solutions. Adding the digital sphere to the physical world in B2B will set up a
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lot of opportunities in a long term position. The dramatic transformation of B2B com-
merce is impossible to overlook. B2C commerce trends drive progressive organiza-
tions to advance their online B2B platforms while laggards slog through bureaucracy,
complexity or simply the reluctance to change. Along with many other findings, this
paper confirms that the ability to recognize challenges, find appropriate solutions in a
timely fashion, and adapt accordingly is key to achieving a strong competitive edge —
and with it the opportunity to help shape the future of B2B commerce.
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Appendix 1: What happens in an Internet minute?

Prediction: Online retail 2014
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Appendix 2: Prediction Online retail for 2014 in Germany.
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Which one area is the single most excisting opportunity
for your organization/ client in 2014?
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Appendix 3: Online Trends 2014.
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Always online: Usage of different online media during a day.
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Appendix 6: Complexity: B2B customer service and cross-touch point functionality.
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