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INTRODUCTION

Around the time of B2B International’s inception in the 1990s, a key challenge we faced was
explaining to potential customers that our skills as business-to-business market researchers
and marketers were unique. There was a frequent dismissal of the idea that business-to-
business markets — and therefore the techniques used to explore these markets — were in
any meaningful way distinct from consumer markets.

Over the past 15 years, however, business-to-business marketing has emerged as a discipline
in its own right and divergences in marketing practice have been accentuated. We feel it is
worth reiterating the many differences between the two disciplines and, above all, pointing
out the implications of these differences when it comes to implementing a business-to-
business marketing strategy.

As always, we must be clear about our definitions. What are business-to-business markets?
To answer this question it is useful to consider the value chain that starts with a consumer
demand and from which dozens of business products or services are required. Take the
example of the simple shirts that we buy. They do not arrive in the shops by accident. There
is a value chain of enormous complexity that begins with cotton or some other fibre that
must then be woven into cloth, which in turn is machined into a garment, packed and
distributed through various levels until finally we pick it from the shelf. This is illustrated in
the diagram below. We call this the chain of derived demand since everything to the left
hand of the shirt is pulled through as a result of the demand for the product. Businesses sell
cotton to merchants who sell it to spinners who sell it to weavers who sell it to garment
makers and so on. None of the businesses buy the products for pure indulgence. They buy
them with the ultimate aim of adding value in order that they can move the products down
the chain until they finally reach us, the general public.

Figure 1 - The Chain Of Derived Demand
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Business-to-business marketing is therefore about meeting the needs of other businesses,
though ultimately the demand for the products made by these businesses is likely to be
driven by consumers in their homes.

We believe that there are ten key factors that make business-to-business markets special
and different to consumer markets. These are described below.

1) B2B MARKETS HAVE A MORE COMPLEX DECISION MAKING UNIT

In most households, even the most complex of decisions is confined to the small family unit
while items such as clothes, food and cigarettes usually involve just one person. The
decision making unit (DMU) in business-to-business markets is highly complex or at least it
has the potential to be so.

Ordering products of low value and low risk (such as the ubiquitous paper clip) may well be
the responsibility of the office junior. However, the purchase of a new plant that is vital to a
business may involve a large team who makes their decision over a protracted period. The
DMU at any one time is often ephemeral — specialists enter and leave to make their different
contributions and, of course, over time people leave the company or change jobs far more
frequently than they change family unit.

This complexity and dynamism has implications for business-to-business markets. The target
audiences for B2B communications are amorphous, made up of groups of constantly
changing individuals with different interests and motivations. Buyers seek a good financial
deal. Production managers want high throughput. Health and safety executives want low
risk. And those are just their simple, functional needs. Each person who is party to the DMU
will also bring their psychological and cultural baggage to the decision and this can create
interesting variations to the selection of products and suppliers.

Figure 2 - The Risk-Value Purchasing Decision Matrix
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Figure 2 above divides business-to-business purchases into four categories according to their
financial value and the level of business risk associated with the purchase. Each of these
categories gives rise to different purchasing behaviour and different complexities.

Low-risk, low-value purchases are the least distinct from consumer purchases. They
often involve just one, frequently junior person. There is little financial or business
risk involved on getting the decision wrong, meaning that relatively little thought
goes into the decision.

Low-risk, high-value items such as raw materials typically involve a mixture of
technical and purchasing personnel, and often very senior people such as board
members. This complexity is necessary to ensure that price is minimised without
impacting upon quality. Purchasing personnel would usually be the key decision
makers on a transaction-by-transaction basis, under the general guidance of more
technical employees, who would review suppliers periodically.

Low-value, high-risk items such as office insurance would similarly involve a mixture
of specialists and purchasers. As the ‘risk’ is in the product rather than the price,
and as each transaction is likely to be unique, an expert (in this case perhaps an in-
house legal expert) would tend to be the key decision maker every time a purchase
takes place.

High-value, high-risk purchases are the most distinct from consumer purchases, with
a large number of senior decision makers evaluating a large range of purchase
criteria. In the case of plant equipment, we might expect a CFO, R&D Director,
Production Director, Purchasing Director, Head of Legal Department, CEO and a
number of upper-management department heads to be involved.

Figure 3 - A Typical Decision Making Unit In A B2B Environment
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What does this mean for the business-to-business marketer?

Faced with a multifaceted and knowledgeable buyer, it is critical that the B2B marketer
demonstrates a high level of expertise in all of its interactions with the target audience. This
refers not only to product knowledge, but also to the technical and other back-up that the
buyer will receive throughout the life of the purchase.

The marketer must also show diligence and patience when negotiating the decision making
unit and assuaging the fears of finance, production, technical and other decision-makers.
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2) B2B BUYERS ARE MORE @ATIONALS

The description of business-to-business buyers as more ‘rational’ than their consumer
counterparts is perhaps controversial, but we believe true. We may not leave our emotions
at home when we go to work, but most of us attach them to a tight leash and try to keep
them away from our colleagues.

Would the consumer who pays £3,000 for a leather jacket that is less warm and durable
than its £200 counterpart in the shop next door make a similar decision in the workplace?
What about the person who spends £1,000 for a season ticket at a football club that has just
been relegated and frustrates them every Saturday, or £6.50 on a packet of cigarettes that
excludes them from indoor public places and puts them at risk of serious disease — would
the same person choose to buy, for example, a computer that consistently infuriated them
or an asbestos roof that risked their own health and that of their colleagues?

The truth is that as consumers we are often less well-informed, less accountable to others
and far more susceptible to whims, indulgences, recklessness and showing off than is the
case when we are in the workplace. We therefore have a tendency to make purchasing
decisions that a rational observer (a business-to-business buyer that has to make a profit
each month) would regard as ludicrous. As consumers we are far less likely to ask whether
the product we are buying has an ROI (return on investment). We buy what we want, not
what we need.

What does this mean for the business-to-business marketer?

To some extent the fact that business-to-business buyers are relatively rational makes our
job as B2B marketers easier — all we need to do is design and manufacture good products,
and deliver them on time and at a good price.

Not quite. It would be disingenuous to claim that business-to-business buyers are entirely
rational. Due to the accountability that constrains most B2B buyers, trust and security are
key issues. No B2B buyer wants to risk his or her livelihood or reputation buying an
unreliable product and service. This makes emotional issues such as trust and security
absolutely critical. This in turn places great emphasis on brand, reputation, case studies and
other factors which convey reliability and consistency over the life of the product or service
being purchased.

3) B2B PRoODUCTS ARE OFTEN MORE COMPLEX

Just as the decision making unit is often complex in business-to-business markets, so too are
B2B products themselves.

Where the purchase of a consumer product requires little expertise (perhaps nothing more
than a whim), the purchase of an industrial product frequently requires a qualified expert.
Where consumer products are largely standardised, industrial products are often bespoke
and require high levels of fine-tuning. Even relatively complex consumer products tend to
be chosen on fairly simple criteria. A car might be chosen because it goes fast and looks
nice, and a stereo might be purchased on the grounds that it is tremendously loud.
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Even simpler industrial products, on the other hand, frequently have to be integrated into
wider systems and as a result have very specific requirements and need intimate, expert
examination and modification. It is difficult to imagine a turbine manufacturer or
commercial website design buyer having a look at three or four products and then choosing
one simply because it looks nice. The choice of turbine will involve a whole host of technical,
productivity and safety issues, whilst the choice of website might be based on its integration
into a wider marketing campaign, its interactivity with users and the degree to which it
draws potential clients via search engines.

Buyers of consumer products are generally not interested in the technical details of what
they are buying. The vast majority of car buyers are far more interested in what speed the
car will reach than in how it will reach that speed. Similarly, the buyer of a chocolate bar is
likely to be far more interested in the fact that the item stops them feeling hungry and tastes
nice than in the technology and ingredients that make it so. As a result, consumer products
are frequently marketed in ways that are superficial or even vacuous.

Car manufacturers frequently completely ignore not only how a car performs, but often the
fact that the car performs at all, and instead seek to apply non-physical attributes such as
sex appeal to their products. Business-to-business campaigns, on the other hand, seek to
educate their target audience by providing specific factual information. A corporate vehicle
fleet buyer is unlikely to purchase a car for his salesforce on the basis of its colour or sex
appeal. Many target companies in business-to-business campaigns are already well-
informed on the product area, in which case promotional material may have to go as far as
offering product specifications.

What does this mean for the business-to-business marketer?

The key for the B2B marketer is to be fully informed in relation to the product or service
being sold. This understanding must cover not only the ‘technical’ details of the offering,
but also the extended offer including aftersales service, problem resolution, client
management team, etc. As a result, the B2B sale is often a ‘technical sale’, meaning that
salespeople in business-to-business markets are often extremely experienced and originate
from a technical discipline within their organisation. The success or otherwise of an entire
business-to-business product line can be largely dependent on the abilities of a small team
of salespeople.

4) LiMITED NUMBER OF BUYING UNITS IN B2B MARKETS

Almost all business-to-business markets exhibit a customer distribution that confirms the
Pareto Principle or 80:20 rule. A small number of customers dominate the sales ledger. Nor
are we talking thousands and millions of customers. It is not unusual, even in the largest
business-to-business companies, to have 100 or fewer customers that really make a
difference to sales.
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Figure 4 - A Typical Pareto Distribution For A Business-to-Business Company
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There is also a matter of scale. In consumer markets there are reasonable limits to the
amount that a single person can buy and use of any product. Certainly there are heavy users
of all consumer products but the difference between the light user and the heavy user is a
matter of small degree compared with the scale of differences in business-to-business
markets. You can fit most buyers of consumer products into a “typical spend per month”
with a few heavy spenders and a few light spenders at the extremes. The range of spend
between the largest and smallest buyer in a business-to-business universe is likely to be
much, much larger than the range of spend between the largest and smallest buyers in
consumer markets. Small numbers of customers of widely different sizes — and the presence
of a few key accounts — is a major distinguishing feature of business-to-business markets
and this requires a completely different marketing approach to that required for consumer
markets.

What does this mean for the business-to-business marketer?

Because such small numbers of customers dominate the lives of businesses, database
management is a crucial part of business-to-business marketing. Customer relationship
management systems now allow databases to be kept up-to-date with personal details of
members of the DMU together with every transactional and contact record.

It is also critical that the business-to-business marketer be adept at key account
management with all the manpower, proactivity and responsiveness that this entails. Key
accounts not only require the product delivered to them when and in the quantities they
need it; they also routinely require services such as swift problem resolution and technical
advice. Indeed, key business-to-business accounts are increasingly moving beyond requiring
effective products and services and good prices; they are now looking for partnership. They
are looking for suppliers that will hold stock on their behalf, provide technical consultancy,
calculate product efficiency and added value, and offer long-term on-site support.

Above all, the limited number of buying units in business-to-business markets, and
particularly the concentration of expenditure amongst a few of those buying units, presents
both an opportunity and an expectation that the biggest spenders are provided with

B2B International
MARKET RESEARCH WITH INTELLIGENCE

© B2B International (www.b2binternational.com)
UK: +44 (0)161 440 6000 US: +1 914 761 1909



page

dedicated value-added services that reflect their importance to the supplier. If you don’t
satisfy this expectation, someone else will!

5) B2B MARKETS HAVE FEWER BEHAVIOURAL AND NEEDS-BASED
SEGMENTS

Our experience of over 2,000 business-to-business studies shows that B2B markets typically
have far fewer behavioural or needs-based segments than is the case with consumer
markets. Whereas it is not uncommon for an FMCG market to boast 10, 12 or more
segments, the average business-to-business study typically produces 3 or 4.

Part of the reason for this is the smaller target audience in business-to-business markets. In
a consumer market with tens of thousands of potential customers, it is practical and
economical to divide the market into 10 or 12 distinguishable segments, even if several of
the segments are only separated by small nuances of behaviour or need. This is patently not
the case when the target audience consists of a couple of hundred business buyers.

The main reason for the smaller number of segments, however, is simply that a business
audience’s behaviour or needs vary less than that of a (less rational) consumer audience.
Whims, insecurities, indulgences and so on are far less likely to come to the buyer’s mind
when the purchase is for a place of work rather than for oneself or a close family member.
And the numerous colleagues that get involved in a B2B buying decision, and the workplace
norms established over time, filter out many of the extremes of behaviour that may
otherwise manifest themselves if the decision were left to one person with no accountability
to others.

It is noticeable that the behavioural and needs-based segments that emerge in business-to-
business markets are frequently similar across different industries. Needs-based segments
in a typical business-to business market often resemble the following:

e A price-focused segment, which has a transactional outlook to doing business and
does not seek any ‘extras’. Companies in this segment are often small, working to
low margins and regard the product/service in question as of low strategic
importance to their business.

e A quality and brand-focused segment, which wants the best possible product and is
prepared to pay for it. Companies in this segment often work to high margins, are
medium-sized or large, and regard the product/service as of high strategic
importance.

e A service-focused segment, which has high requirements in terms of product quality
and range, but also in terms of aftersales, delivery, etc. These companies tend to
work in time-critical industries and can be small, medium or large. They are usually
purchasing relatively high volumes.

e A partnership-focused segment, usually consisting of key accounts, which seeks
trust and reliability and regards the supplier as a strategic partner. Such companies
tend to be large, operate on relatively high margins, and regard the product or
service in question as strategically important.
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What does this mean for the business-to-business marketer?

The fact that business-to-business markets have relatively few segments makes the job of
the B2B marketer easier than it might otherwise be. Nevertheless, skills in recognising which
customers fit which segments, and how to appeal to each of these segments, are not easy to
come by. Key challenges in establishing a behavioural or needs-based segmentation are as
follows:

e Obtaining a consensus on exactly what the segments are, and what characterises
them, usually requires investment in quantitative market research.

e Once a segmentation has been achieved, identifying which companies are in which
segment is extremely difficult. Behavioural and needs-based segments usually
transcend ‘firmographic’ segments, meaning that there are often no immediately
manifest indicators (such as country, industry sector) of the segment to which a
company belongs.

e Training sales teams, marketing teams, customer relationship and other
departments must implement the segmentation by adjusting their approach to
often intangible criteria. This requires huge effort and investment horizontally and
vertically within an organisation.

Given the limited size of business-to-business target audiences, many marketers find the
most simple approach is to tier the target audience by size and split it by geography, with
accounts receiving the attention they ‘deserve’ according to their strategic value to the
supplier.

6) PERSONAL RELATIONSHIPS ARE MORE IMPORTANT IN B2B
MARKETS

An important distinguishing feature of business-to-business markets is the importance of the
personal relationship. A small customer base that buys regularly from the business-to-
business supplier is relatively easy to talk to. Sales and technical representatives visit the
customers. People are on first-name terms. Personal relationships and trust develop. It is
not unusual for a business-to-business supplier to have customers that have been loyal and
committed for many years.

The importance of personal relationships is particularly pronounced in emerging markets
such as China and Russia, which have little culture of free information, historic quality
problems with local suppliers, and — in markets where the concept of branding is still
emerging — little other than their trust in the salesperson on which they can judge the
provenance of the product or service they are buying.

What does this mean for the business-to-business marketer?

The consequences of this emphasis on relationships for marketing budgets are a relatively
high expenditure on people (sales and technical support) and a more modest expenditure on
other forms of promotion. Advertising budgets for business marketers are usually measured
in thousands of pounds (or Euros or dollars) and not millions. The B2B salesperson is also a
different animal to the consumer salesperson, in that the focus is on listening and cultivating
a limited number of relationships rather than the more quantity-driven and transactional
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approach seen in consumer markets. This places emphasis on face-to-face contact and, as
already mentioned, this salesperson must have an in-depth technical understanding of
whatever he or she is selling. Trade shows therefore become far more important in B2B
markets — indeed, they are the number one promotional tool of American business-to-
business companies® ($17.3 billion per annum spent).

7) B2B BUYERS ARE LONGER-TERM BUYERS

Whilst consumers do buy items such as houses and cars which are long-term purchases,
these incidences are relatively rare. Long-term purchases — or at least purchases which are
expected to be repeated over a long period of time — are more common in business-to-
business markets, where capital machinery, components and continually used consumables
are prevalent.

Furthermore, the long-term products and services required by businesses are more likely to
require service back-up from the supplier than is the case in consumer markets. A computer
network, a new item of machinery, a photocopier or a fleet of vehicles usually require far
more extensive aftersales service than a house or the single vehicle purchased by a
consumer. Businesses’ repeat purchases (machine parts, office consumables, for example)
will also require ongoing expertise and services in terms of delivery,
implementation/installation advice, etc that are less likely to be demanded by consumers.

Finally, business customers tend to be regarded as long-term customers more than
consumers do for the simple reason that there are fewer business customers about, and the
ones that do exist are more valuable! The benefits of retaining a B2B customer are often
enormous, and the consequences of losing them very serious.

What does this mean for the business-to-business marketer?

The longer-term focus in business-to-business markets reiterates two key points for the B2B
marketer to bear in mind: first the importance of relationship-building in business-to-
business markets, particularly with key customers; and second the importance of a
technically focused sales team.

8) B2B MARKETS DRIVE INNOVATION LESS THAN CONSUMER
MARKETS

A look at the derived demand diagram (Figure 1) demonstrates that most innovation is
driven by consumer markets. B2B companies that innovate usually do so as a response to an
innovation that has already happened further upstream. B2C businesses tend to be less risk
averse, as they have to predict and respond to the whims and irrational behaviour of
consumers rather than the more calculated decision-making of businesses. B2B companies
have the comparative luxury of responding to trends rather than seeking to predict or even
drive them.

! BMA (Business Marketing Association)
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This is not to say, of course, that companies in B2B markets are ‘worse’ innovators than
those in consumer markets. Indeed, the opposite is repeatedly the case, as innovations are
often more carefully planned and successfully commercialised in the B2B world, in which
audiences are more clearly defined and trends more easily identified.

What does this mean for the business-to-business marketer?

Business-to-business marketers have both the time and the indicative data from upstream
to carefully assess their options before making a decision. As competitors are in the same
position, this makes gathering good quality intelligence absolutely critical. B2B marketers
are advised to undertake detailed market research, combining this with upstream
information in order to build up a complete market intelligence picture.

9) CONSUMER MARKETS RELY FAR MORE ON PACKAGING

There has been a huge growth in the packaging of consumer products in recent years, as
marketers seek not only to protect and preserve their products, but also to use the
packaging as a vehicle through which aspirations and desires are transmitted to the
customer. Consumers being less rational than business-to-business buyers, this approach
has proved enormously successful at adding perceived value to products.

Adding value through packaging — making packaging a key part of the extended offer — is far
more difficult to achieve in business-to-business markets, where product is judged primarily
on technical criteria and the extended offer is built around relationships rather than dreams,
aspirations or appearances.

What does this mean for the business-to-business marketer?

The implications for business-to-business marketers are clear — packaging, like product, plays
a primarily functional role. Resources are far better directed towards developing
relationships and expertise.

10) SuB-BRANDS ARE LESS EFFECTIVE IN B2B MARKETS

We have frequently argued that the most neglected marketing opportunity in the business-
to-business arena is the building of a strong brand. In a world where it is becoming
increasingly difficult to distinguish one product from another, it is even more important to
have the support of a powerful brand.

The role of brand in the B2B buying decision is thought to have increased over the past
decade (it used to be said that its influence was 5% of the B2B buying decision against 30-
40% of the consumer buying decision) and there is plenty of scope for B2B companies to
differentiate themselves further through effective branding strategies.

It must be said, however, that B2B companies are generally far worse at both developing
and implementing branding strategies than are B2C companies. B2B companies tend to be
bad at recognising that branding strategy should envelop every customer touchpoint and
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aspect of the business — an unknowledgeable technical sales-team can undo the work of a
branding communications campaign instantly.

In their rush to embrace branding strategy, many B2B companies have over-compensated
and developed huge numbers of sub-brands for every aspect of their product range. This
kind of approach can be effective in consumer markets, where diversified companies such as
Unilever recognise the need to build relationships with segments and sub-segments of
numerous target audiences. In business-to-business markets, however, target audiences are
smaller and as explained above place more emphasis on relationships than brand when it
comes to making the purchase decision. Most importantly, business-to-business buyers are
generally more informed than consumers and tend to regard multiple brands and sub-
brands as pointless and confusing, perhaps even insulting.

What does this mean for the business-to-business marketer?

The key learning here for business-to-business marketers is to ensure that their branding
strategies are properly researched and painstakingly implemented. Branding strategy
should encompass every customer touchpoint within the business, and beyond, acting as a
framework through which the company’s values are transmitted. Above all, business-to-
business marketers should recognise that ‘less is more’ when it comes to branding — far
better to have one coherent brand which customers, stakeholders and employees alike can
relate to, rather than a confusing raft of sub-brands, which hinder rather than promote
meaningful choice and amount to little more than product identifiers.

CoNCLUSION: B2B BUYERS ARE MORE DEMANDING

The final distinguishing factor of B2B buyers is a suitable conclusion to this paper: simply
that business-to-business buyers are more demanding. They have a responsibility to make
the right decision when purchasing on behalf of their companies. They take less risks and
therefore need quality to be absolutely right. They have the expertise to recognise a bad
offering when they see one. They are used to getting what they want. They are often
paying more than they would as a consumer and therefore expect more in return. They are
likely to regard themselves as interacting with the product or service supplied to them,
rather than playing the role of passive recipient.

What does this mean for the business-to-business marketer?

The implications for business-to-business marketers are clear. It is our job to meet the
target audience’s needs; we must therefore raise our game to ensure that our product,
services and intangibles meet and exceed customers’ requirements.

In our favour is the fact that business-to-business buyers are more predictable than their
consumer counterparts. This means that good quality market intelligence and close
attention to our target markets’ needs place us in a strong position to meet the needs of the
market.
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