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Digitalization will continue to affect
the competitive landscape of all industries,
especially in the B2C universe. Digital
transformation can be defined as a process
rather than a single step. Incumbents denying
digital innovations will eventually fall behind
the market growth.

4–5

Executive Summary

Digitalization is one of the most critical
aspects of the new business ecosystem.
It has completely altered business
models in numerous sectors. The most
notable of which can be assembled
under three groups :
• New sales interaction models and
distribution channels
• Redefinition of competitive landscape
• Revenue sources through technology
and value chain transformation.
Digital transformation can be defined as
a process rather than a single step.
Once an effective digitalization action
is taken by a player, the whole industry
is eventually affected. Adaptation to
digitalization takes place in five phases
which can be categorised as :
• Emerging trends
• Disruption by innovative start-ups
• Early adopters
• Incumbents begin adaptation
• Mainstreaminization.
Incumbents denying digital innovations will eventually fall behind the
market growth. Some examples of large
companies who could not manage to
adopt the digital change and eventually
went into bankruptcy are Kodak (digital
photography), Blackberry (touchscreen
smartphones) and Blockbuster (online
on-demand movie streaming).
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Digitalization solutions include a wide
range of innovative technologies in
different value chain stages, including
product supply network, marketing,
sales and after-sales services. Companies being a part of this innovative
change in a timely manner, with a thorough and to-the-point strategy, take a
competitive edge in winning at different
aspects of the business, particularly
around cost saving, cross-selling, customer acquisition and retention.
In addition to digitalization’s comprehensive usage in various value chains,
the digital business environment is
growing sector specifically. Digital pillar
matrix can help to maintain an overview
of existing implementations in different
areas grouped into four main fields that
are technology, commerce, mass media
and transaction services.
Digitalization will continue to affect the
competitive landscape of all industries,
especially in the B2C universe. No industry can claim to be a digital pioneer,
however each industry has its outperformers in the B2C area.

Implementations are already being
actively employed in many sectors
including specialty and grocery retail,
HoReCa, consumer transportation and
real estate:
• Specialty retail: Apparel, cosmetics,
electronics, home appliances are all
main areas where we see most of the
market examples. Solutions mostly
target advertising, cross / up-sale
and footprint optimization.
• Grocery retail: Grocery retail is a
very dynamic industry with an array
of opportunities with a correspondingly large potential for digitalization
solutions. Digital marketing through
leverage of social media, e-shopping
and QR-code based loyalty offerings
are the main tools.
• HoReCa: Hotels, restaurants and
cafes have various digitalization solutions that mainly focus on loyalty programs and online ordering implementations. Alternative digital payment
solutions also exist in this landscape.
• Consumer transportation: Consumer
transportation has strong business
models driven by digital initiatives.
Digitalization implementations in this
industry, namely taxi-call, rent-a-car,
car-sharing and public transport
amongst others mainly offer substitutes to traditional transportation
alternatives.
• Real-estate: Internet of things (IoT),
particularly the smart-home applications, have changed nature of the
game in the real-estate sector.
Some of the outstanding examples
are remote-programmable durables
for energy / time saving and digital
3D-galleries illustrating the finished
version of under-construction projects.
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In order to have a strong digital presence, it is critical to identify the ideal
strategy from the very beginning. In this
lucrative and rapidly evolving environment, Value Partners Management
Consulting can assist clients through
a very successful journey around the
development and deployment of an
effective digital strategy. With our comprehensive approach that consists of
diagnostics, analysis and value proposition, definition and deployment phases,
we ensure our clients to have the ideal
strategy and roadmap in their digital
transformation journey.

introduction

Digital is changing the business environment rapidly. Digitalization efforts have
become common among many successful companies, however many others are
yet to exploit its benefits. To be among
the high performers, companies need to
broaden their digital agenda by utilizing it in their daily operations, either by
moving faster to implement initiatives or
by reallocating their resources to digital
work. As a result, digitalization processes lead to a significantly improved
bottom-line and bring positive impact,
both in terms of revenue increase and
cost reduction.
At this point, we are certain that the
digital evolution changed the ways to
do business. Once companies decided
to embrace this, they faced a trade-off
between implementing new businesses
and strengthening the old one. Many
are choosing to renovate the old but
still, priorities in each industry play an
important role over this decision.
For instance, while big data has become
critically important for healthcare,
automation has been most likely to
benefit manufacturing companies.
Most of this transition was driven by
customer related needs as to better
address them and differentiate in the
existing market.
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With all the developments in technology, the power has shifted to customers
in today’s business world. Innovative
companies are affecting the business
landscape and delivering customeroriented products to guarantee impeccable customer experience. Many
traditional players are struggling to
compete with disruptive strategies from
new entrants. Though, once adapted,
the tough competition provides relative
advantage to these traditional players
as they are more mature on their cost,
risk and operational strategies.
Real problems for the traditional players start with lower entry barriers as
a primal result of digitalization. Ease
to implement digital assets are often
an open invitation for new entrants.
Disintegrated value chains create an
accessible environment for new entrants to catch up and even pass the
traditional players and implement more
cost-effective structures. This new era
is redefining the terms of competition
considering several factors including:
a near perfect price transparency that
can lead to an inevitable commoditization hence driving down profit margins;
reduction in transaction and labor costs
that result in scale economies in data
and talent, so a monopolistic structure
arises in the market, and, most importantly, globalization integrates
the markets and consequently increases
the competition. At the end, digital
requires companies not only to be more
attentive to customer journeys but also
to create a dynamic process where customer inputs are constantly analyzed.
Two concerns arise to guarantee

competence in digitalization: timing
and pace. Digital start-ups are massively changing the market place, hence
incumbents need to redefine their
traditional approaches to be even more
disruptive. Digital improves company
agendas and helps them to be agile and
updated. Among many elements to be
exploited, big data is one of the keys to
ease the decision making process and
speed up implementation of these decisions. When used effectively, big data
can allow companies to generate higher
revenues. Although the benefits are
crystal clear, research proves another
picture: underutilization of digital still
exists.
Apple, Uber and Airbnb are a few
examples of unexpected disruptions
to a variety of sectors. The change has
happened very quickly so the future
holds even more risks. If the deserved
attention to digitalization stays away
from company agendas today, the sustainability of these companies will turn
into a big conundrum.
Digitalization has been taking place in
customer experience journeys over several recent years. Despite this change,
most sectors are still struggling to
create innovative cross-channel experiences. Taking advantage of digitization
provides customers with targeted, justin-time product or service information
in an effective and seamless way. Hence,
businesses need to take a different
approach in managing the customer decision journey by embracing the speed
that digitization brings.
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Digitalization is critical for remaining
competitive, leading edge and effective in today’s business environment.
Failing to adapt to a constantly changing digital ecosystem will deteriorate a
company’s efficiency and effectiveness
and could even lead to the tumble of
long-established incumbents. In the
backhand of increasing competitiveness
and tough macro-economic conditions
that form a challenging business environment, this document aims to explain
utilization of digitalization for customer
acquisition, cross-sell / up-sell and
retention dedicated to B2C business.

Digitalization
Transformation of companies
and industries
Digitalization has completely altered
business models in numerous industries.
The outstanding examples of this exist
under three principle pillars :
• New sales interaction modes and
distribution channels
• Redefinition of competitive landscape
and revenue sources through technology
• Value chain transformation.
On the new sales interaction side, most
of the solutions are focused around
eliminating third parties between customers and service providers. Through
digitalization, the competitive landscape of various industries has entirely
changed by applying entrepreneurial,
innovative approaches. Digitalization
has also been affecting all parts of
the value chain with ERP (Enterprise
Resource Planning) solutions, new
payment systems and daily life-easing
consumer applications.
Numerous examples ( see Exhibit 1 next
page ) can be given to newly altered
business models as a result of digitalization.
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As realized from the examples, no
industry can claim to be a digital
pioneer - however, each industry has
its high performers. Once an effective
digitalization step is taken by a player,
the entire industry will sooner or later
be affected.
A digitalization adaptation curve
consists of five stages. It starts with
“Emerging trends”, which is followed by
the “Disruption by innovative start-ups”
stage. After this initial sense-check era,
the emerging trends are shaped as a
comprehensive digital business solution
and launched by one of the innovative market players. Afterwards, this
comprehensive digital solution starts to
disrupt other industry players by changing several industry dynamics. Then,
“Early adopters” welcome the new
initiative or execute a similar implementation of proposed digitalization to their
business models. Incumbents, who are
long-lasting, big-scaled and traditional
players, usually do not see these new
trends as a big threat at first. Some of
incumbents however, who have an innovative and change-embracing culture,
begin adapting the new digitalization
trends early in this phase. Before adapting, they, of course, perform a detailed
analysis about the recent impacts of
the new initiative in the market. These
incumbents are usually able to benefit
more from these digital initiatives as
described, in this so-called “Incumbents
begin adaptation” phase thanks to their
scale and expertise.

EXHIBIT 1
Digitalization has completely altered business models
in numerous industries

DEVELOPMENT
OF NEW SALES
AND CUSTOMER
INTERACTION
CHANNELS

CREATION
OF NEW
COMPETITIVE
LANDSCAPE

TRANSFORMATION
OF VALUE CHAIN

CONSUMER GOODS
Buy products online

TRAVEL AGENCIES
Assemble holidays packages yourself

VIDEO RENTAL
Rent videos at home

Internet-based (book)
stores offer more choice,
give personalized recommendations and deliver
relatively quickly

Internet-based booking
websites for ﬂights and
hotels made B&M travel
agencies redundant and
led to increased price
transparency

Internet-based video on
demand services have
changed the way clients
choose and watch ﬁlms,
making video rental redundant

TELECOM
Cable companies compete
with phone companies

PHOTOGRAPHY
Sharing photo’s online
replaces printing

MOBILE PHONES
Computer companies replace phone manufacturers

Adoption of the TCP/
IP technology enabled
network convergence,
canceling out the difference between COAX
and copper

Introduction of digital photography and social media
sites to share photos led
to complete transformation
of Kodak no longer printing
photos

Function of mobile appliances shifted from making calls towards internet
applications

TRAFFIC CONTROL
Based on mobile phone
data, traffic jams
are located in real-time

CLOTHES
Adapt clothes design
and production on shop
sales data

MONEY TRANSPORT
Pool back-office operations due to obsolescence
of cash

TomTom to propose alternative routes to car drivers

Fast fashion with short
collection cycles, based on
an integrated supply chain,
daily sales monitoring
and an interactive process between stores and
designers

Growing digital payments
lead to lower demand for
cash and ATM services,
leading banks to outsource
and pool cash services with
other banks
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The last stage is the “Mainstream
phase”, having an inflection point inside
where those adapting to the new digital
norm will continue with growth. Statusquo defenders, in comparison, will not
be able to escape from falling behind.
In most industries, there is still some
time for incumbents to meet the needs
of today’s consumers; however if precautions are not taken in a timely order,
laggards eventually fall behind once
emerging players disrupt the industry’s
ecosystem.
There is no clear signal warning companies of the exact timing of the inflection
point inside the mainstream phase.

Exhibit 2
Digitalization adaptation curve consists of five stages
	The new normal

If business entities choose to wait until
the beginning of mainstream phase to
adapt the new digital trend, intentionally or unintentionally, they need to
carefully monitor for the right timing
to take action; or it may be too late to
catch up with the market growth trend.
The successful initiatives and companies are the ones moving faster
to build digital programs and implement initiatives, and reallocating their
resources and their best people for the
digital work. In reality, however, most
companies are either not aware of, or
ignore potential threats coming from
digital disruptors. On the other hand,
it will not bring any value to adapt an
inefficient initiative just because it is in
digital form. Hence, companies need to
consistently analyze market trends and
should not wait so long to implement,
once they detect an innovative and
influential digital solution.

	Status-quo defenders

DIGITALIZATION

fall behind

Inflection point

Emerging
trends

Disruption
by innovative
start-ups

Early
adopters

Incumbents
begin
adaptation
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Mainstreamization

time

Exhibit 3
Many successful companies failed to maintain their top position
when confronted with market and technology challenges

Company

Traditional
product

Mobile phone
with keyboard

VCD/DVD
movie rentals

Analog films

Digital
innovation

Touchscreen

Online on-demand
movie streaming

Digital photography

Close to bankruptcy
in 2013

Filed for bankruptcy
in 2010

Filed for bankruptcy
in 2012

Impact

New normal

Exhibit 4
There are many different implementation methodologies of digitalization
solutions in every aspect of value chain

Product

Marketing

Sales

After-sales

Main focus

Supply chain mgmt

Acquisition

Cross / up sale

Retention

Leveraging
digitalization /
selected
examples

• Smart factories

• Value optimization
through tailored
offer management
based on hard
facts rather than
estimations by:

• Instant sales performance monitoring / forecasting

• Analytic / targeted
loyalty programs

• Smart grids
• Real-time
visibility in stock
management
• 3-D printing

- Marketing
automation
- Behavioral
customer pattern
- Mobile / Social
marketing
-	Channel cam
paign management

• Mobile PoSand
payment systems
(Paypal, Gwallet,
company-owned
apps etc.)

• Promotions engine

• Geolocation in
sales staff deployment
• Sales acceleration
tools supplied by
sales intelligence

• SEO (Search engine optimization)

• RFID product identification
• CRM (client history, product recommendation, credit-line, etc..)
• Big data
• Cloud
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Despite the mite and wealth of the wellacknowledged brands, many successful
companies failed to maintain their top
position when confronted with market
and technology challenges. Among
these companies, Kodak, Blackberry
and Blockbuster are very eye-opening
examples ( Exhibit 3 ). Kodak, for
instance, indeed tried to shift its business to digital photography from analog
film manufacturing in 2000s, however
it could not manage the huge change
needed in cost-structure and organization. This example shows that not
only timely execution but also perfect
change management is needed for successful digital business innovations.

Exhibit 5
Digital pillar matrix can help to maintain a general view
of existing implementations in different areas
Technology
Health

Commerce
IT

Software

Human
Enhancement

CE

MOBILITY

RETAIL
Online
order

M2M
Connected
Car

Big Data

E-Mobility

Cloud Services

Digital shelf

Xaas
Nano-technology
e-health
Digital
Identity
E-Gambling

Security &
Privacy

Social Media

NFC

E-Business

Next
generation
TV

Entertain.

Mass Media

Net
neutrality

Advert.

Media

Algo
trading

E-Gov

E-Services

Cyber
Warfare

E-Payment

Payment

Security

Transaction Services
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Another example, Blackberry, is the
pioneer of smart-phone concept,
nevertheless it went down with the
launch of touchscreen phones which
have changed the entire smartphone
industry. To generalize, digitalization
solutions can even define new customer
needs which customers were not aware
of before, rather than just fulfilling
the currently-known. Blockbuster’s
bankruptcy is another case where an
incumbent player resists to accept
change which was brought by a disruptive innovation called online on-demand
movie streaming.
Today, almost all industries are likely
to be transformed by shifts in the new
value chain models to stay competitive
or even alive. There are many different implementation methodologies of
digitalization solutions which are not
necessarily applied to the same areas
of the business. In the Exhibit below,
selected examples leveraging digitalization are given under the umbrella of
four main aspects of value chain, which
are product supply, marketing, sales
and after-sales services.
From supply chain management to
customer retention-increasing activities, digitalization is levered in various
ways. On top of the concepts in this
framework, comprehension of current
trends in the digitalization universe is
also a pre-requisite to develop a sound
digital-transformation strategy. The
digital business environment is growing
quickly in many areas. The pillar matrix
shown below can help to maintain an
overview of existing implementations
and identify the most relevant ones in
different dimensions – namely technology, commerce, transaction services
and mass media.

EXHIBIT 6
Digitalization in specialty retail landscape: apparel, cosmetics, electronics, home appliances
Impact area
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MARKETING

SALES

AFTER-SALES

APPLICABILITY
RATIONALE /
OBJECTIVE
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Digitalization Landscape
in Various Sectors

Digitalization solutions can be utilized
in numerous sectors with specialty
and grocery retail, HoReCa, consumer
transportation and real estate as prime
examples.

As an innovative example of digitalization usage, Uniqlo in US has deployed
“magic mirrors” in a few selected stores,
which project different colors of the
jackets the user is trying on without the
need of the user changing the jacket.

Specialty Retail
Grocery Retail
In the specialty retail landscape ( Exhibit 6 ), apparel, cosmetics, electronics
and home appliances are the main areas
where we see most of the market examples. These different examples show
that digitalization in business is not
limited to specific markets or regions.
Since the information can easily travel
across borders and continents, digital
solutions can be readily observed from
a business model located in any country
in the world and can be reapplied to
another one. In this industry, digitalization is widely used to optimize store
footprints.
Via mobile applications, customers are
given the opportunity to check items’
locations to see which store they are
particularly located in. Hence, once this
awareness spreads among customers,
companies do not have to try maximizing each product’s availability in every
store. Instead, they have the optimization and customization opportunity
enabling footprint improvement for the
company and time/effort saving for the
customers. In addition, loyalty programs
are also widely used in the digital landscape of specialty retail.
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Grocery retail is a very dynamic industry with multiple opportunities and
room for digitalization solutions. Market
players experiment new store formats,
communication tools and sales strategies every year. Digitalization solutions
naturally take their part in this changing industry as part of the emerging
innovation trend. Digital initiatives are
not only being actively used in supply
chain premises but also being recently
used as customer communication and
sales tools.
The main implementation targets are
changing the grocery shopping format
by introducing e-grocery. In virtualstores, consumers are able to collect
the products in their baskets and buy
online. In this solution, the delivery and
cost structure of the retailer is very
crucial for a feasible e-grocery service.
Another implementation example is the
usage of digital marketing and socialmedia. With the increasing smartphone
penetration, most people are currently
able to perceive the communication
channels deployed through Facebook,
Twitter or QR-code apps of which all
are used by groceries or consumer
goods companies.

EXHIBITS 7 & 8
Digitalization in grocery retail scene and in HoReCa sector
Impact area
PRODUCT

MARKETING

SALES

AFTER-SALES

APPLICABILITY
RATIONALE /
OBJECTIVE
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Customized promotions through effective utilization of CRM solutions are also
another strong aspect of digitalization
in retail. Coupons and promotions have
also been transforming to a digital,
customized format from generic masscommunication hard-copy flyers.
Additionally, retailers are developing
more efficient payment processes for
customers. Traditional cashiers are
bottlenecks for both consumers and
retailers. Consumers want to save time
and effort during payment; and retailers want to save on their wage costs.
Therefore, digital self-payment solutions
are widely accepted by both stakeholders of the industry. Other selected
successful examples with impact areas
in different stages of the value chain can
be seen in Exhibit 7.

Consumer Transportation
In consumer transportation ( Exhibit
9 ), there are strong business models
driven by digital initiatives. Digitalization implementations in this industry
mainly offer substitutes to traditional
transportation alternatives. The business models can vary from personal
car sharing to central pool car services
with special drivers. Payment service
alternatives are also add-ons of these
digital implementations in the consumer
transportation sector. By using mobile
applications, users are able to fulfill
their personal transportation needs in a
more efficient way. Therefore, digitalization is alive during the entire course
of the consumer transportation value
chain.
Real-estate sector

HoReCa
In the HoReCa sector ( Exhibit 8 ),
loyalty programs and online ordering
are the most common implementations
of digitalization. We also see examples
of using digitalization as an alternative
payment solution. For instance, Starbucks has facilitated the use of mobile
payments through its application,
improving their loyalty program and
customer experience.
As an innovative example here, Uber
has launched its food-delivery service,
UberEats, where consumers can use
the app for picking the food from local
restaurants and having them delivered
to their premises.
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The Internet of things (IoT), particularly
smart-home applications, have changed
the game in the real-estate sector.
Some of the built-in durables are now
remote-programmables which enable
home owners to save time and money.
As an example, Nest provides Wi-Fi-enabled thermostats which can learn user
habits and increase energy efficiency.
Further examples can be smart smoke
detectors and other security systems.
Real estate development companies
are also benefiting from digitalization
- offering specialized mobile apps to
their customers for targeted marketing,
cross-selling and retention. Through
these apps, users can access 3D-picture
galleries, floor plans, key information;
they can request concierge service,
contact sales team, and see targeted
offers via push notifications.

EXHIBITS 9 & 10
Digitalization in consumer transport: Taxi, rent-a-car, car-sharing, public transport (bus, train, etc.)
and in real estate

Impact area
PRODUCT

MARKETING

SALES

AFTER-SALES

APPLICABILITY
RATIONALE /
OBJECTIVE
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marketing
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đŏCustomer
retention
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EXAMPLE 3
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CONCLUSION

Putting everything together, we can see
that digitalization is now a part of most
businesses and its utilization has been
rapidly growing among many sector
players. It has already changed the business dynamics in most industries. Those
being a part of this change took a more
competitive edge in winning at different aspects of the business, particularly
around cross-selling, customer acquisition and retention. The digital landscape
of any industry should be monitored
closely for new initiatives and offerings.
Once a new initiative is detected, it is
very crucial to understand its maturity
level, impact created and its pace of
growth.
Simultaneously, it is also important
for businesses to organize internal
company planning for a potential
counter-initiative. If the recent solution
in the market changes the dynamics,
the other companies would be ready
before any inflection point as a result
of close market-monitoring and internal
preparation. All companies including
incumbents, should be vigilant about
market-watching and internal agility
forawareness of different implementation methodologies of digitalization
solutions in every aspect of value chain.
In other words, to be among the successful and game-changing cases of
digitalization implementations, companies must develop a mechanism for
efficient internal planning.
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The digital business environment is
growing fast in many directions, both
within sectors and inter-sectors. Companies need to monitor, not only the
sector within which it operates, but also
other sectors to see potential benchmarking opportunities.
The digital pillar matrix can assist companies to have an overview of present
solutions and identify the most relevant
ones. In addition to this conceptual
matrix, solid examples from specialty
and grocery retail, HoReCa, consumer
transportation and real estate sectors
can be examined. There are many eyeopening examples which have changed
the landscape in their operating
industry. In light of all these visions, a
company should set its digital roadmap
and strategy through three phases.
These can be named as:
• Diagnostic,
• Analysis and value proposition,
• Definition and deployment.
As a result, companies will be ready for
digital transformation with a comprehensive approach.
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Digitalization has already changed
the business dynamics in most industries.
To be among the successful and gamechanging players, companies must
simultaneously monitor new initiatives
in the market and develop a mechanism
to set their digital roadmap and strategy
accordingly.
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