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E-Commerce on Path to Maturity

Expectations remain high for distribution e-commerce in 2015

The fourth annual MDM distribution e-commerce
survey conducted with Real Results Marketing
revealed several key trends:

o The percentage of companies with at least 10
percent of their total revenue from e-commerce
grew 14 percent in 2014 from 2013.

* Barriers to entry for deploying an e-commerce
site have dropped significantly, allowing many
more mid-market and small distributors to sell
online.

o The primary objectives among distributors for
e-comimerce remain acquiring new customers,
enhancing their company brands and improving
the user experience.

e Distributor satisfaction with mobile enablement
on their e-commerce site and mobile applications
increased in 2014 from 2013, while satisfaction
with mobile optimized websites remained the
same.

This article examines the results of the 2015 State

of E-Commerce in Distribution Survey and how the
industry’s e-commerce offerings are maturing. Part
2 will look at best practices for distributor-integrated

marketing approaches to support electronic shopping
and buying.

By Jonathan Bein, Ph.D., and Dean Mueller

E-commerce in distribution continues to expand.

Results of the 2015 State of E-=Commerce in Dis-
tribution survey indicated a 14 percent increase
in number of respondents who have a mature e-
commerce offering, i.e., where at least 10 percent
of total revenue comes through the e-commerce
channel. The percentage of respondents with 5
to 10 percent of total revenue from e-commerce
remained at 20 percent. Companies with nascent
e-commerce initiatives (revenue less than 5 per-
cent) declined slightly.

Within the survey respondents and beyond,
there are two trends shaping e-commerce. First,
it is much easier and less expensive to launch
an e-commerce initiative today in B2B than
it was five or 10 years ago. In that sense, B2B
e-commerce has followed the trend of B2C e-
commerce in which early initiatives were often
$500,000 to $1 million projects. After a few years,
the entry price for retail e-commerce dropped
significantly to a point where it was possible to

Figure 1: Percent of Total Revenue from E-Commerce

As distributors’ e-commerce platforms mature, so does the percentage of revenue from e-commerce. The per-
centage of companies with 10 percent to 20 percent — the point at which the channel is considered mature — of
revenue from e-commerce is expected to increase 50 percent in 2015.
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enter for $50,000 to $200,000.

The same has happened in the B2B space.
This has permitted mid-market and even small
distributors to offer e-commerce to their end
users. However, the enterprise class e-commerce
platforms for larger distributors retain differen-
tiating capabilities, particularly for merchandis-
ing, content management, search and personal-
ization.

While it is easier to get into e-commerce, the
second trend is that many distributors experi-
ence more time in the nascent stage of e-com-
merce maturity. Many distributors remain in the
nascent stage for three to five years. Here is a
typical breakdown of distributors” experience in
the nascent stage:

¢ Development of the capability — six

months to one year.

* Working out operational kinks after

launch - one year.

* Getting to 5 percent of total revenue — two

to three years.

Distributors often underestimate how long
it will take to work out the operational processes
for e-commerce, including inventory manage-
ment, fulfillment, product content management
and even Web technical support. Companies
that stall after working out the operational is-
sues usually do so because their e-marketing
capabilities mature slowly.

All this is compounded by competition from
the increased number of distributors that now
have e-commerce.

This year’s survey participants predict a
significant shift from the nascent phase into the
development and mature offerings in e-com-
merce, as shown in Figure 1. But predictions
about future performance are known for being
optimistic. Last year, 35 percent of respondents
predicted they would reach maturity with their
e-commerce offering, yet the numbers for 2014
show only 24 percent did so. In the 2015 survey,
31 percent of respondents predict that their of-
fering will become mature this year.

E-Commerce Priorities
The top priorities for e-commerce, as shown in
Figure 2, are:

* Increase new customers and orders from

the website.

* Promote the company brand.

¢ Improve ease of use.

While the highest priority in 2014 was to
grow revenue from new customers, the next
highest priority was to grow revenue with exist-

Figure 2: Top E-Commerce Priorities

Increase new customers orders
acquired through website &
search-engine marketing

20%

To promote company brand 20%

Ease of use, increase

0,
customer satisfaction 14%

More frequent use of website,
e-commerce transactions by
regular customers

12%

Increase efficiency and
operational cost savings

1%

Productivity improvements for
sales, marketing & support
personnel

Increase the amount/quality
of product content available to 8%
partners & customers

Increase transaction size from 4%
additional items on orders

9%

| II

ing customers. Taken together, these three priori-
ties reflect a partial shift from the nascent stage
of maturity where the focus is more on existing
customers. In the growth stage of e-commerce,
the priority to get revenue from existing cus-
tomers diminishes as the focus on new custom-
ers grows. Promoting the brand and the user
experience both support reaching a new set of
customers.

The percentage of respondents focused on
increasing transaction size grew to 4 percent
from 2 percent last year. This becomes a priority
for distributors who have a mature e-commerce
offering. As such, few mid-market and small dis-
tributors are focused on this.

E-Commerce Platform
This year’s survey introduced a new topic to
better understand trends in e-commerce plat-
forms. It covers five categories of e-commerce
platforms:
¢ Homegrown — These platforms are
developed from scratch often with some
third-party software components, e.g., a
shopping cart.
¢ ERP-provided portal — The portal pro-
vides an e-commerce solution that is pre-
integrated with the ERP system, typically
with limited functionality and ability to
customize.
¢ Hybrid — This approach could mix home-
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grown development with open source
tools, e.g., Magento, and combine with
one of the other platform types.

* Mid-market — These platforms have more
functionality than the ERP-provided
portal, but they are not bound to one ERP
backend system. Generally, mid-market
players appear in companies with rev-
enues up to $750 million.

¢ Enterprise — The enterprise platforms are
distinguished by their ease of content
management, powerful search, support
for multi-sites and support for complex,
high-end integrations. The entry point of
enterprise solutions is generally in orga-
nizations with a minimum of $500 million
in revenue.

Large distributors can usually cost justify an
enterprise platform even in the nascent stage of
maturity. The incremental revenue derived from
these platforms makes them worthwhile.

For mid-market distributors, it depends on
the competition; if it is other mid-market dis-
tributors, then the mid-market platform or ERP
provided portal can work.

Since the nascent stage often takes longer
than expected, there is almost always a good
rationale for small distributors to use a mid-
market platform or ERP-provided portal to get

Figure 3: Satisfaction with E-Commerce
Platform
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going. Switching to a more sophisticated plat-
form can occur in the transition to the develop-
ment stage.

As shown in Figure 3, there is comparable
overall satisfaction between enterprise and
homegrown platforms. But there are almost

Figure 4: Satisfaction with Mobile Web Technologies
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three times as many respondents who are very
satisfied with the enterprise platform than the
homegrown approach. As expected, satisfaction
correlates well with e-commerce maturity.

The Mobile Trend

Last year, respondents reported mixed sat-
isfaction with their companies” support for
smartphones and very low satisfaction for
.mobi implementations and mobile apps. One
change from 2014 is that respondents expressed
somewhat higher satisfaction with their mobile-
enabled e-commerce sites. The biggest change
from 2014 is 20 percent higher satisfaction with
mobile apps that they offer.

While respondents were more satisfied with
their company’s mobile-enabled sites and mo-
bile apps, the satisfaction with website optimiza-
tion for tablet and smartphones remained about
the same as 2014. The Real Results Marketing
Shopping and Buying Survey indicates that
35 percent of distributors’ customers consider
optimization for tablet important within the next
year. Forty-five percent consider optimization of
the website for smartphones important within
the next year. Some sectors of distribution are
seeing 25 to 50 percent year-over-year increase
in website visits and orders from a mobile plat-

form.

Moving Forward

The increase in distributors that are approaching
e-commerce maturity combined with the large
number of small and mid-sized new entrants
indicates that competition is heating up for
distributor e-commerce. Many distributors are
now in a second-generation e-commerce plat-
form. There are two key implications for any
distributor who has an e-commerce platform or
is contemplating development:

1. The industry has moved past the point
of it being sufficient merely to have an e-
commerce offering. End users are expect-
ing more and have more choice now.

2. Itis important to really understand what
end users expect. Qualitative and quanti-
tative research should be employed to get
a clear understanding.

While there is still plenty of opportunity for

companies in the nascent stage, the approach
to e-commerce should be strategic rather than
tactical.

This survey was conducted and produced by MDM
and Real Results Marketing and sponsored by hybris,
an SAP Company.

E-Commerce: Integrate or Stagnate

Integrated marketing will help drive e-commerce demand

The fourth annual MDM distribution e-commerce
survey conducted with Real Results Marketing
revealed that the barrier to entry for e-commerce
has lessened, but distributors are still deciding if
they should launch e-commerce capability on their
websites.

Part 1 of this series showed how the industry’s e-com-
merce offerings are maturing.

By Jonathan Bein, Ph.D., and Dean Mueller

The fourth annual MDM distribution e-com-
merce survey, conducted with Real Results Mar-
keting, revealed several key trends, including:
1. Distributors of all sizes have launched or
are launching an e-commerce capability

because the barrier to entry has been re-
duced. However, a significant percentage
of these distributors are seeing very little
revenue traction through their e-com-
merce site, even after several years.

2. Many distributors are still trying to
determine if, not how or when, they will
develop and launch an e-commerce capa-
bility. The reluctance is often based on an
incorrect perception of how quickly the
world is changing or outdated assump-
tions about the cost of entry.

While these trends appear to be conflicting,
there is an underlying commonality between
distributors that have launched with little
growth and those unsure if they should develop
an e-commerce capability at all: Both groups
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have a limited tactical view of what e-commerce
does and how it relates to their businesses. In
this tactical view, distributors view e-commerce
as an ordering mechanism that is part of a cost
center driven by IT. For the first group, this tacti-
cal view results in a passive approach to promot-
ing the site or driving demand. For the second
group, this tactical view reinforces a belief that,
despite losing some transactions to e-commerce,
they can retain the customer for other business
in the branch or with a customer service repre-
sentative.

The strategic view of e-commerce is of a
shopping and ordering mechanism that is part
of a profit center driven by marketing or a dedi-
cated e-commerce division. The strategic view
recognizes that shopping and buying trends are
changing rapidly among all generations, not just
millennials. It further recognizes that a distribu-
tor’s digital presence is increasingly becoming
the first or the most significant impression a
potential customer has. Distributors that have a
strategic view of e-commerce place a big em-
phasis on ROI from demand generation through
marketing programs and through the sales
organization.

Marketing Vehicle Effectiveness and Spend
This year, the question on marketing vehicle
effectiveness for driving e-commerce demand

Figure 1: Marketing Vehicle Effectiveness

Distributors were asked to rank their most-effective ma
This chart illustrates, for example, what percentage sel
most effective, and so on for each vehicle.

included field sales and customer service as
choices for vehicles. The survey demonstrated
that offline vehicles have a significant impact
on driving e-commerce demand. Four of the top
seven most effective vehicles are offline includ-
ing sales rep, CSR, catalog and direct mail.

As shown in Figure 1, the sales rep is
overwhelmingly considered the most effective
vehicle for driving e-commerce demand. Cus-
tomer service reps are considered second most
effective and are comparable in effectiveness to
email marketing. Email, catalog and SEO were
the top choices in last year’s survey, and their
order remains the same as last year.

While respondents consider SEO/organic
search effective, they do not consider paid
search effective. Of more than 100 distributor
websites, fewer than 20 do much with paid
search; it is a competency that most distributors
develop as they reach the end of the nascent
stage of e-commerce maturity. And, as with last
year, marketing automation still plays no role
for almost 90 percent of distributors.

Distributors spend the most to drive e-com-
merce demand through email marketing and
catalog. However, in last year’s survey, direct
mail was third among the choices for spend and
this year it is fourth, replaced by SEO/organic
search. Mass marketing moved down to seventh
this year from fifth last year.
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The Integrated Marketing Approach

Though the survey showed the importance

of offline marketing for driving e-commerce
demand, many distributors make the mistake of
assuming that since buying is digital, shopping
must also be digital. This restricts the marketing
vehicles to SEO, paid search and email market-
ing or marketing automation when other offline
vehicles are relevant. (See Figure 2).

Real Results Marketing is performing a
syndicated shopping and buying survey with
several thousand end users from multiple dis-
tributors to answer four key questions relevant
to an effective integrated marketing approach
for e-commerce:

1. How do my customers shop (not order)? The
aggregate data in the survey says that the most
common shopping methods are:

* going to a manufacturer website.

* using search.

* going to a distributor website.

While distributors might take comfort that
going to a distributor website is third among a
list of 10 choices, they should be concerned that
an end user is more likely to go to a manufactur-
er website. Distributors that want to be success-
ful with e-commerce need to ensure that their
own e-commerce site is a destination — rich with
information that is easy to find.

Figure 2: Marketing Vehicle Spend

2. How do my customers order? Among a
choice of 10 ordering methods, the ones used
most prevalently, in order, are:

¢ email.

¢ over the phone with a CSR.

* website.

However, the preferences of end users for
a single distributor may vary significantly from
the aggregate. For one distributor whose end us-
ers participated in the study, over the phone was
by far the preferred method and in the branch
was more popular than ordering by website.

3. How do my customers want to receive
communication? Customers want to receive
communication in more ways than distributors
typically imagine. Most distributors project their
own individual preferences as a consumer onto
their customers and conclude that their custom-
ers don’t want email, phone calls or print mail.
But our research shows overwhelmingly that
a significant portion of customers is willing to
receive such communications. In addition, more
than 80 percent are willing to receive a print
catalog annually or more frequently.

The aggregate trend is moving away from
field sales toward more efficient mechanisms for
communication, shopping and buying. About

Distributors were asked to rank their spend by marketing vehicle out of the 11 listed in the chart
below. This chart illustrates, for example, what percentage allocated the highest spend to email mar-
keting, as well as how many allocated the second-biggest spend to that category, and so on for each
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35 percent of end users either never want a field
sales visit or want one only once per year. Again,
individual mileage does vary significantly: more
than 90 percent of one distributor’s end users
want a field sales visit at least monthly.

4. What ordering methods do my customers re-
quire to continue business with me? Many dis-
tributors assume they are losing some transac-
tions as a result of having a subpar e-commerce
site. Our research strongly indicates that many
of these distributors are actually losing custom-
ers, not just transactions. It is imperative to find
out what your customers require to do business
with you. If they require good mobile ordering,
you need to deliver that or you could easily lose
1 percent to 4 percent of your customers per year
for the next several years.

Getting clear answers to these questions
will deeply inform an e-commerce and inte-
grated marketing strategy. Distributors must
understand what their customers and prospects
require to determine where the focus should be.
The integrated marketing strategy will system-
atically grow revenue and retain customers who
might otherwise find another supplier.

This survey was conducted and produced by MDM
and Real Results Marketing and sponsored by hybris,
an SAP Company.

About This Research

This research was conducted by Real Results
Marketing with Modern Distribution Man-
agement. The research included an online
survey taken by 415 participants across a
variety of distribution sectors.

There was heavier participation from indus-
trial, safety, electrical, electronics, building
materials, janitorial, HVACR/plumbing and
hardware. Other participating sectors include
oil and gas products, pulp and paper, chemi-
cals and plastics, grocery/foodservice and
pharmaceutical.

Nearly 40 percent are small distributors with
less than $50 million revenue, more than 30
percent are mid-market with $50 million to
$500 million revenue, and 19 percent are large
with more than $500 million revenue. Others
did not disclose the revenue range.

About 30 percent are primarily focused on
MRO, 12 percent are focused on OEM cus-
tomers, 28 percent serve trades/contractors,
20 percent are an even blend of MRO and
OEM, and 10 percent are in other categories.

Thank you for your purchase. Interested in more special reports?

MDM Premium subscriptions include full access to all
MDM Special Reports at no additional cost.

Learn more about subscribing to MDM Premium at
www.mdm.com/subscribe. Use SR10 to save 10%.
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() hybris software

An SAP Company

o)

hybris serves nearly 1,000
customers

Leader in both Forrester and
Gartner analyst reports

Increase B2B customer
satisfaction: demand for
self-service capabilities

Enable growth: new
markets/geographies

[~ Increase average order

size/ lead gen conversion

Reduce costs/ increase
0 user experience

GRAINGER.

BN I | | ror tHE ONES WHO GET 1T DONE

1 million products
3,000 suppliers

2 million customers
500,000 orders / day
$3B online sales

aramark 2

100k customers,

10k products across

100 warehouses
$0-$100M sales in 18 mos
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Summary

. Key trends:
—  E-commerce revenue as a percent of overall revenue is rising, yet growth is slow
—  Lower barrier to entry for small companies
— Key objectives are branding, growing revenue with new customers, and improving website usability
— Grainger is still overwhelmingly considered the best website by other distributors
— Respondents express mixed satisfaction with much of the B2B functionality on their own e-commerce sites
—  Marketing efforts are rudimentary and siloed for many distributors
. Information in this presentation is from two surveys:

—  February 2015, State of Distributor E-Commerce survey of more than 400 distributors conducted with Modern
Distribution Management.

— Ongoing Shopping and Buying survey of several thousand end users from multiple distributors
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Best Competitor Website

e Overwhelmingly, Grainger is named by competitors as having the best
website for the fourth year.

e McMaster-Carr was a distant second.

* Nobody else was even close.
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Best Competitor Website

e Overwhelmingly, Grainger is named by competitors as having the best
website for the fourth year.

e McMaster-Carr was a distant second.
* Nobody else was even close.

...Grainger added several hundred people to its e-commerce initiative in
2014
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Overview

 Revenue and growth
e Priorities

e Capabilities

* Platform

* Marketing

e Integrated Marketing
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Stages

e Nascent - less than 5% e-commerce revenue
e Growth - 5% to 10% e-commerce revenue

e Mature - 10% or more e-commerce revenue
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E-Commerce Revenue - 2012-2015

E-commerce Percent of Total Revenue

59%

53%

56%

20% 20%

2012

#

2013 2014 2015

M Lessthan 5%
5% to 10%

W 10%to 20%

W 20%%to 30%

W More than 40%

W 30%6to 40%

* 2013 — Increase of nascent and growth
stage companies

e 2014 — Increase of mature stage
companies

*2015 — Projected
* 75% increase in growth stage
companies
* 40% increase in mature companies
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Perspectives on E-Commerce Growth

* Nascent stage - 3 to 5 years
— Development - Half year to 1 year
— Working out operational kinks — 1 year
— Getting to 5% of total revenue - 2 to 3 years
e Growth Stage - 2 to 4 years
— Continued test and refinement (CRO - conversion rate optimization)
— Content development for self-service and SEO
— E-procurement build out, if needed
— Strong multichannel marketing to support and promote online channel
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E-commerce Priorities

Priorities for E-commerce
100%
50%
B80%
70%
60%
50% WFifth
WFourth
40% uThird
mSecond
30% 1 mHighest priority
20% -
10% -
0% - T T T T
To promote our Increase new Improve ease of Increase frequency Increase efficiency Improve Increase the Increase
brand customersand  useand increase of website use and and operational productivity for amount and transaction size
ordersacquired customer e-COMMEerce costsavings sales, marketing quality of product  fromadditional
through website satisfaction by end transactions by and support contentavailable  items on orders
traffic and search- users regular customers personne| to partners and
engine marketing end customers

Top priorities are
* New customers
* Promote brand
* Ease of use

Priorities reflect the growth
stage of e-commerce in
which the priority is to get
revenue with new
customers with a better
user experience
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E-commerce Leadership

Specific E- .
commerce  E-COmmMmerce Leadership
Diwvision, 5%

Operations, 6%

Marketing, 40%
Executive
Management,
12%

Among respondents with
nascent stage e-commerce
programs, only half have
dedicated leadership vs. 70%

who are in growth or mature
stage.

* Data from 2014 survey
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Capabilities

Satisfaction with Company's Website Capabilities

Respondents are satisfied with the
basic functionality:

 Contact information

* Product information

e Basic search

WNo currentplans to support

an to support after 12 months

For key capabilities that support
S self-service and increase conversion,

WVery Satisfied

upport within 12 months
ed

satisfaction is low:

* Quote

e Live chat

e Purchase suggestions
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Capabilities

Satisfaction with Company's Website Capabilities

W Mo current plans to support
B Plan to support after 12 months

W Plan to support within 12 months

W Dissatisfied
W Somewhat Satisfied
W Very Satisfied

Respondents have high satisfaction with:

* Login

e Order placement

e Search results with customer-specific pricing
* Basic account management

Except for tax and shipping, other functions are
B2B that have mixed or low satisfaction.

End users have higher expectation for tax and
shipping that is derived from the B2C world.
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Mobile Capabilities

Satisfaction with Mobile Web Technologies Biggest changes from 2014 are increased
satisfaction with:

e .mobi

* Mobile apps

100%

Q0%

BO%

T70%

60%

W Mo currentplans to support

W Planto support after 12 months

50% -

"t upparser 12 e Satisfaction with support for tablet and smart
=Dissatsfied phones remained about the same as 2014.

W Somewhat Satisfied

A40%

30% A

W Very Satisfied
20% -~

From shopping and buying, survey 35%
consider tablet and more than 45% consider
Laptop Tablet "Smart” phones Mobiledevice  Mohile device Smart phone |mp0rta nt W|th|n the neXt yea I.

computers computers optimized applications
website (.mobi) ("apps")

10% -

0%
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Operations

Satisfaction with Company's E-commerce Operations FUIfI”ment _ Sllghtly |Ower
satisfaction with warehouse and
inventory levels.

Quotation handling — Still a big
Bl concern with nearly 20%
Raesll unsatisfied.
Order handling — Good, except chat
is underutilized.
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Capabilities Summary

e There is maturation from last year in overall capabilities.
e Growth areas for many distributors are in B2B functionality.

« Specific functionality requirements should be derived from
market research with your customer base.
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E-Commerce Platform

Satisfaction with E-Commerce Platform Overall comparable satisfaction
between enterprise e-commerce at
74% and homegrown at 75%.

100%

0%

BO0%

T0%

But, enterprise has a much higher
bl percentage of very satisfied, 16% vs.

M Satisfied
6%.

B0% A

50% -

40%

309 - W Very satisfied

20%

10% -

Companies with nascent e-
' ' ' ' commerce capability are the least
Mid-Market Enterprise Hybrid ERP provided Home grown Lo . .
portal satisfied with their e-commerce
platform.

0% -




mdmpde@etyy

Download handouts (PDF): visit www.mdm.com/slides or email info@mdm.com

Perspectives on Platform

Focus Tactical Strategic
Platform Mid-Market/ERP Portal Enterprise
Leadership IT Marketing

Measurement TCO ROl or ROMI




MARKETING



mdmpde@etyy

Download handouts (PDF): visit www.mdm.com/slides or email info@mdm.com

Driving E-Commerce Demand

Effectiveness of Marketing Vehicles for Spend by Marketing Vehicle for
Driving E-commerce Demand ..
g Driving E-commerce Demand
100%
o0% 100%
BO%
ih e
20% W Fifth 60% 1 WFifth
30% - 40%
20% M Fourth EFourth
10% - 20%
o mThird 0% W Third
T Y » & -
é&q-&&q ‘\,}'-‘9 '5@\0% & 6*’6'& R Q&S A 4\,52»"" o ‘&&* & ®second g & @'3\} S S Msecond
P & S« SO &R O & W Most effective @ (.?(b 5@."’-" o & ‘,.?_‘3‘ () _“;.3:' \Qr"b LA
& QQQ, ‘@(‘ U i o3 & 6“" 6{\2.- & @,\b 6{5\ 66\ @3;- “xa- W Biggest spend
';‘0(& & o® & ‘ié\ 5«";\} o"@ & <
SRS < o o o
& &

* Sales rep and CSRs are highly effective at driving demand.
* Email marketing, catalog and SEO are most effective and highest spend.
* Both paid search and marketing automation are underutilized in distribution relative to

other industries.
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Marketing Automation anc

100%

Importance of Marketing Automation and Email
marketing for E-commerce

90%

BO%

T0%

60% -

50%

40%

30%

20% -

10%

0%

W Don't know or not applicable

W Unimportant

W Important

mVeryimportant

T T T
Websitevisitor  Automated Shoppingcart  Leadscoring Drip
tracking emails triggered abandonment marketing/lead
by a specific alertsand nurturing
action taken (or  notification
not) by a web
visitor

Email Marketing

Many distributors use email marketing
to promote products, special and
branch events.

There is limited awareness among
distributors about marketing
automation and how it differs from
email marketing.
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Search Marketing

Effectiveness of Organic and Paid Search at Generating New Many distributors start with search marketing
Customers as the primary or only means to drive traffic
and generate demand.

Yet, only one-third of respondents consider
search marketing effective for customer
acquisition.

Our research of survey respondents shows:

1. Improving organic search is low hanging
fruit and should be done.

2. Less than 20% are using paid search and
few effectively.




INTEGRATED MARKETING
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The Problem

e The way customers want to shop and buy is shifting toward more
efficient vehicles and mechanisms.

e Most distributors still have a field sales-centric model even if they have
begun a multichannel offering.

* National competitors who have effective multichannel offerings are
taking market share from smaller competitors.

» Distributors understand they need some multichannel offering, but are

uncertain about the timing and requirements both within and beyond
e-commerce.
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Broad Shopping Trends

e 74% of business-to-business buyers said they research half
or more of their work purchases online before buying. -
Forrester

e 46% of potential buyers researching B2B products are
millennials today, up from 27% in 2012 - Google, Millward-
Brown
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Distribution Shopping Trends

Top Three Methods from Shopping and Buying Survey
1. Manufacturer website
2. Search - on therrise significantly

3. Distributor website
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Future Online Transactions for One Distributor

Two years from now, what percentage of your
supplies purchases will be transacted online not
including email? In two years

* Nearly half believe that 25% or more of
transactions will be online.

e One-fifth believe that 11% to 25% of
transactions will be online.

1%to 5%, 6% MNone, 2%
I

* Predictions about future behavior should be
treated as directional rather than precise.
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Ordering Methods

In ShOppIng and Buylng su rvey’ the most ] Ordering Methods and Supplier Selection - One Distributor
essential ordering methods are
1. Email

2. Over the phone

3. By website. ' B ”°

Face to face, in the branch or at the job site are IEEE NN
declining. -

For one
distributor’s customers, ordering with personal

interaction (phone or face to face) is a much more
significant requirement than electronic (email or
web.)
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Communicating with Customers

Communication Preferences - Shopping and Buying
Survey

T
Email alerts  Salesrep Phonecall Mew product Technical Printcatalog Webinar
visit flyer bulletin

100%

* 16% of customers NEVER want a sales rep visit and 21% want a

0% -

visit once per year.
* 84% want a catalog at least one a year.
* 60% will get email alerts at least monthly.

BO0%

70% -

60% -

W Never

50% - W Annually

m Quarterly
40%

H Monthly

H'Weekly
30% 1

20% 7

10% +

0%
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Communicating with Customers

Communication Preferences - One Distributor

100% -

90% -

16% of customers NEVER want a sales rep visit and 21% want a visit
once per year in the Shopping and Buying survey.

For this distributor

hewer 96% want a sales rep visit weekly or monthly.

:';:"a“;"r‘lv 95% want a catalog at least once per year.

oty 80% will receive email alerts at least monthly.

B Weekly

80%
70% -
60% -
50% -
40%
30% T Bhg
20% -

10%

0% -+
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Limited View of E-Commerce Marketing

Shopping/Buyi By website |B et ing limiti
opping/Buying with " |iableysmant | Many distributors have the following limiting

computer _|phone views of how shopping relates to buying on
Search engine an e-commerce site:

Email

e . :
DB Websie Since buying is digital, shopping must be
Print catalog digital”

Manufacturer's literature

Manufacturer's website * “I've done my search marketing, we are set

Distributor's literature t | hn
Distributor's sales rep O launc

Manufacturer's sales rep * “Like me, my customers don’t like getting

Customer service rep )
Colleague email
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Expanded View of E-Commerce Marketing

Shopping/Buyi By website |B o i '
opping/Buying mymwe site la{)Ielfsmarl In this view, a”ShOpplng mechanisms

computer potentially lead to buying over the web.

Search i
Emal Other digital media can lead to digital

Distributor website

Print catalog buylng'

Manufacturer's literature Print shopping can lead to digital buying.
Manufacturer's website ) ) L
Distributor's literature Personal interactions can lead to digital
Distributor's sales rep b .

Manufacturer's sales rep uying.

Customer service rep
Colleague
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Integrated View of Multichannel Marketing

Shopping/Buying By website |(By In the
with tablet/smart supplier

computer

Search engine
Email
Distributor website

Print catalog
Manufacturer's Iliterature
Manufacturer's website
Distributor's literature
Distributor's sales rep
Manufacturer's sales rep
Customer service rep

Colleague

Ultimately, each shopping mechanism can support any other buying mechanism.
Finding the mix that works for your company is what matters.
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Key Questions for E-commerce and Multichannel
Strategy

 How do my customers shop (not order)?

 How do my customers order?
 How do my customers want to receive communication?

 What ordering methods do my customers require to
continue business with me?



CONCLUSION
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Conclusion

e Many distributors experience “Build it and they don't come.”

» Shifting the focus from tactical to strategic is key to having a mature
e-commerce capability.

» Viewing e-commerce as part of a broader multi-vehicle and multichannel
strategy is essential for success.




Thank you!

Jonathan Bein, Ph.D.
Managing Partner
jonathan@realresultsmarketing.com
www.realresultsmarketing.com
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