B2B2C Ecosystems:
Benefits and Pitfalls

Introduction

In the ever-evolving landscape of contemporary commerce, the
emergence and progression of B2B2C (Business-to-Business-to-
Consumer) ecosystems bear testament to both innovation and adaptation.
At its core, the model represents a unique synergy where a single entity,
the business, functions as both a supplier and distributor. This facilitates a
streamlined and unified flow of goods or services from the producer to
the final consumer. Market experts, like Trantor, a pioneering enterprise
tech corporation, and Epicor CPQ, an industry leader in visual
configuration, define B2B2C ecosystems as co-operative networks that
harness the individual strengths of each participant, resulting in value-
added offerings tailored for the targeted consumers.

Background

The B2B2C landscape evolves rapidly and is becoming more
saturated day by day. A constant, unchanging factor however
remains - B2B2C's focus on enhancing consumer trust and
loyalty. B2B2C has widely transitioned industries from
disjunctive business flows (manufacturer-retailer-consumer).
Recently, B2B2C has begun prioritising the incorporation of
‘partnership’ and partnership-building on the side of B2Bs. In
theory, B2B2C ecosystems create harmony and increase
benefits for all stakeholders.
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B2B2Cs are well-known for their ability to facilitate seamless transactions and interactions
between businesses and consumers. This is made possible through integrated platforms and
technologies, including e-commerce marketplaces and digital storefronts. These ecosystems not
only streamline communication, transaction processing and order fulfilment, but also detect
arising issues within the customer experience - “where” in the customer journey the customer
may exit - allowing firms to address any shortfalls in the service design quicker, and more
efficiently. On the other hand, the more complex the customer journey becomes, the more
shortfalls the service design is likely to encounter, requiring higher investment into resolving
such issues of firms, thus increasing both risks and costs.



Within the B2B2C structure, businesses play an essential part as intermediaries,
bridging the gap between manufacturers or service providers and the end-users.
This key intermediary role enables an increased level of customisation and
personalisation in goods or services, catering to the unique needs and
preferences of consumers.

However, the more choice and benefits consumers are given, the higher their
expectations become of the product, the servicescape and ultimately the provider.

Meaning, although without
maliciousness, they are more likely
to exaggerate the importance of any
faults and shortcomings and form
stronger negative attitudes as a result
- just envision the number of
complaints received by Amazon
(from its 310 million users) if same-
day delivery is insignificantly delayed.
Increased expectations create room
for more disappointment and
critique, such is the human
condition.
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Consequently, an increasing number of service providers prefer not to innovate or
improve customer experiences - taking the “we’re so bad, its funny” approach to
service delivery and service quality, the most notable example of which is the
airline Ryanair.

Notable Successes and Pitfalls

Satya Nadella, CEO of Microsoft and Executive Chairman, has
profoundly reshaped the company's trajectory through visionary
leadership, notably exemplified by Azure, the world's largest cloud
infrastructure. From a B2B perspective, Azure offers a secure
platform for business collaborations and resource sharing,
fostering trust within organizations while streamlining processes.
Transitioning to the B2C realm, Azure adeptly manages consumer
interactions, providing identity and management services that
enable seamless access to various applications and services via
social or enterprise accounts. Microsoft's approach to
establishing a B2B2C ecosystem, relies, primarily, on a deeper
understanding of customer needs, and this has guided the
company in creating products and services that effectively engage
both enterprises and end consumers.

Empathy-led innovation amongst tech-giants not only fuels
product development, but also fosters a model where
relationships between partners and customers are coherently
strengthened, thereby cultivating increased actor trust and, as a
result, loyalty. B2B2C companies looking beyond tech and into
stagnant sectors have also proved the ecosystem’s worth by
displaying strong YoY growth.

The wider B2B2C market performance indicators are also
strong - with CAGR reported to be near 15% in 2023, and
expected market size growth estimated to be 42% for 2021-2025
(Source: Grand View Research).



B2B2C disruptors in the often-overlooked traditional sectors become leaders by
identifying and addressing customer knowledge gaps (often unapparent). A strong
example of customer-centric innovation is the life insurance B2B2C iptiQ, who
discovered that across the 150 years of the B2B sector existence, consumers simply
neverd quite developed a capacity to understand the language used by insurance
providers.

Travel is another sector being reinvented by B2B2C giants such as Expedia,
Booking.com and AirBnB based on consumer insights. Aforementioned companies
have arguably rendered the traditional B2C approach obsolete - correctly
identifying that younger generations do not want to visit numerous high-street
travel agents, nor make bookings directly with airlines/hotels. Moreover, B2B2Cs
identified that consumers struggled to compare and compute offerings as they
were highly personalised and differentiated by B2C agencies, often purposefully so
that customers could not effectively compare and ended up opting for a given
travel agent out of familiarity, rather the quality of offerings. Although some service
providers still cater to traditional in-person purchase preferences (such as
Jet2Holidays), B2B2Cs have paved the way changing habits through consumer-
empowerment.

While consumer insights are
extremely valuable for bridging
miscommunications and
misalignment between consumers
and businesses, developing in-
depth consumer understanding is
not an ecasy feat and requires
significant time, cost and resource
commitment on behalf of the B2B or
B2C transitioning into B2B2C.
Additionally, the importance of
consumer  research  is  often
overshadowed by firms’ perceived
knowledge or familiarity with their
target segments, leading them to
look for ‘what’ may not be offered in
the competitive landscape, rather
than ‘why’ something might not be
offered.

“As we have witnessed time and time again, building successful B2B2C
ventures is rarely possible with a top-down product development strategy
due to confirmation bias.” - Olga Bazhenova, CEO of Mezunda

B2B2C History and Learnings

The evolution of B2B2C ecosystems can be traced back to their simple beginnings in
the early 2000s, where they emerged as a fresh e-commerce perspective.

E-commerce giants such as eBay, Amazon, and Alibaba, launched in 1994, 1995, and
1999 respectively, laid the foundation for a radical transformation in the marketplace.
These platforms revolutionised the integral concept of 'buyer meeting seller. But
how was this achieved? By delivering a global reach, 24/7 accessibility, diverse
product lines, convenience, personalised recommendations, competitive pricing,
user reviews, secure payment systems, and efficient supply chain management.



Over the years, due to technological advancements and shifting market
landscapes, these ecosystems have grown and thrived. By the beginning of
2010, they had already positioned themselves as significant contributors across
various sectors, sectors driving progress and reshaping traditional business
models. The real estate industry has been as well revolutionised by the B2B2C,
offering comprehensive online marketplaces and integrating advanced
technologies like virtual tours. These platforms provide valuable data analytics,
market insights, and streamline transactions. Additionally, they facilitate
agent matching and expand the marketplace on a global scale. By granting
access to property information, they significantly enhance user experiences and
drive considerable innovation in the buying, selling, and renting of properties.

The healthcare is another sector that has been transformed. Telemedicine
platforms like Teladoc and Amwell connected healthcare providers with
patients, offering remote consultations and medical services. By leveraging
technology, these platforms expanded access to healthcare services, particularly
in rural or underserved areas, and introduced new avenues for patient care. In
the years between 2010 and 2024, the development of B2B2C ecosystems
has accelerated at a remarkable speed, driven by an influx of digital natives
and the widespread acceptance of emerging technologies.

This era witnessed a monumental shift towards data-fuelled decision-
making, with firms employing advanced analytics and Al algorithms to gain
in-depth insights into consumer behaviour and predilections. In addition,
the ascendancy of mobile connectivity and 10T devices further obliterated the
boundary between the physical and digital worlds, enabling tailored offerings
for end-users. Amidst this transformation, conventional industries underwent
a significant restructuring, with legacy players adopting agile methodologies
and open innovation frameworks to remain competitive in an increasingly
dynamic marketplace.

For instance, premier automobile manufacturers, traditionally fixated on car
production, transitioned to become mobility solution providers. They utilised
the power of data and Al to comprehend people's commuting trends and
preferences, offering bespoke services. This not only enriched the user
experience but also presented these manufacturers with novel avenues for
revenue generation.



Conclusions

The advent of B2B2C ecosystems has become a testament to agility,
adaptability, and customer-centric prowess. In the fast-paced
business landscape of today, characterised by digital proliferation
and heightened customer expectations, the B2B2C model
emerges as a compelling solution. By capitalising on the virtues of
both B2B and B2C approaches, B2B2C ecosystems can deliver
exceptional solutions tailored to accommodate the diverse needs of
consumers, provided ample consumer research has been
conducted.

This customer-centric strategy not only catalyses business growth
but also engenders a culture of creativity and innovation. However,
transitioning to a B2B2C model is not without its hurdles. Assuring
the balance between the end customers and the partner businesses
is not cheap, nor is it straightforward. All stakeholders have
individual needs and requirements that have to be met within the
B2B2C ecosystem in order for it to grow and become a market
challenger, and, consequently, progress to a leader position.

Finally, data sharing across multiple entities in a B2B2C ecosystem raises
concerns about customer data privacy and security. Robust measures to
protect sensitive information and to ensure legislation on personal data use by
third-parties are required. The more data a company possesses and manages,
the costlier it is to ensure security across the board is ample.

Despite the challenges and shortfalls discussed, businesses that embrace
the FZBZC model are poised to gain a competitive edge in many of today’s
markets.
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