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Abstract. The beginning of the era of digitalization is considered to be the 20s of the XX century,
when electronic computers were invented, the accelerated development and implementation
of which later captured all types of economic activity. By the 21st century digitalization has affected
not only production processes and the service sector, but has also led to a transformation of forms
of interaction between market participants: not only along the lines of “business — consumer”,
“business — business”, “business — state”, “consumer — state/citizen”, but also in terms of the
need for “physical presence” and “visual” interaction between market participants. Moreover,
digitalization has led to a significant revision of the business models used by companies, which
has significantly increased the performance of some, and “squeezed” those players in the markets
of goods and services who have not been able to adapt to the new changing conditions. The purpose
of this study is to identify the specifics of the transformation of companies’ business models in the
context of digitalization, and, in particular, the changing role of digital trading platforms, which
are moving from intermediary functions to directly replacing manufacturers of goods and services.
The authors show the stages of transformation and gradual integration of digitalization into all
structural components of the business model of a “traditional company”: from interaction with
the consumer, to implementation in the formation of the final product, interaction with employees,
infrastructure/production and suppliers. The subject of this study is digital trading platforms, which,
as proved in this study, lead to the destruction of “traditional” stereotypes and the functioning
of all structural components of “traditional business models”. The authors especially emphasize
the fact that if initially digital trading platforms were not substitutes for manufacturers of goods
or services, but represented intermediaries or hubs connecting market participants, now they have
taken on more participation and more functionality that previously the “traditional business model”
should have had. It is emphasized that along with the competitive advantages that marketplaces
undoubtedly have by reducing the costs of manufacturers, they also carry a certain threat, which
today consists in the potential displacement of other participants from the markets — direct
producers of goods and services.
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M UX BINSHNEe Ha GU3Hec-Mo4eNniv U CTPYKTYPbl Kopriopauui
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AnnoTtaums. Hadanom 3pel udposusanuu cuutatorcst 20-e¢ rr. XX B., Korja ObUTA H300pETCHBI
AJIEKTPOHHBIC BBHIYMCIUTEIBHBIE MAIIMHBI, YCKOPEHHOE Pa3BUTHE M BHEAPEHUE KOTOPBIX B Jalb-
HeHIeM 3aXBaTUiI0 Bce BUIbI SKOHOMUYeckoi aearenbHocT. K XXI B. nngpoBuzanus 3arpoHyna
HE TOJILKO TTPOU3BOJICTBEHHBIC MTPOIECCHI M CEKTOP YCIYT, HO W TpuBea K Tpanchopmarmm Gopm
B3aMMOJICHCTBHUA MEXAY YYACTHUKAMHU PBIHKA: HE TOJNBKO MO JUHUAM «OM3HEC — TOTPEOUTENbY,
«OuszHec — Ou3HEC», «OM3HEC — TOCYIApCTBOY», TOCYIapCTBO — TMOTPEOUTEIh/TPaKIaHUHY,
HO M C TOUKH 3PEHUSI HEOOXOIMMOCTH «()U3UUECKOTO MPUCYTCTBUS» U «BU3YaJIbHOTO» B3aUMOJICH-
CTBUSI MEX/y YYaCTHUKAMHM phIHKA. Bosiee Toro, mudpoBu3aIus NpruBeia U K 3HAYUTSIILHOMY Tie-
pecMoTpy OM3HEC-MOJeNnel, UCIIOIb3YEMbIX KOMIIAHUAMH, YTO B 3HAYUTEIBHON Mepe YBEIMYHUIIO
Pe3yIbTaThl JesTENHbHOCTA OAHUX M «TIOTECHUJIO» Ha PHIHKAX TOBAPOB M YCIYT TEX €r0 UTPOKOB,
KOTOpBIE TaK M HEe CMOIJIM aJalTUPOBATbCA K HOBBIM MEHSIOIIMMCS YCIoBUsX. Llenbio qaHHOTO
WCCIICIOBAHMSI SIBIISICTCS BBISIBIICHHE OCOOCHHOCTEH TpaHC(POpMaIuu OU3HeC-MoJIeNiel KOMITaHuH
B YCJIOBUSIX IU(PPOBU3AINH, U, B YACTHOCTH, U3MEHEHHSI POJIU IU(PPOBBIX TOPTOBBIX TUIOMIAIOK,
KOTOpBIE OT NOCPEINHUYCCKUX (DYHKIIHMIA TIEPEXOIIT K MPSIMOMY 3aMEIICHUIO TPOU3BOUTENICH TO-
BapoB W yCIIyT. ABTOpaMU ITOKa3aHbl 3Tambl TpaHC(HOPMALIMK U MMOCTEIIEHHOW WHTETpariuy JAuI-
KHUTAITU3AIUN BO BCE CTPYKTYPHBIC KOMIIOHEHTHI OM3HEC-MOJICIN «TPATUIIMOHHON KOMITAHUW:
OT B3aUMOJICUCTBUS C MOTpeOUTENEM 10 BHEAPEHHs B ()OPMUPOBAHUE KOHEUHOTO MPOIYKTa, B3a-
UMOJICHCTBUS C paOOTHUKAMU, HHPPACTPYKTYPOH/TIPOU3BOJCTBOM M TIOCTaBIIMKaMH. [Ipeamerom
JIAaHHOTO WCCJICJIOBAHUSI SIBIISIIOTCS ITU(POBBIE TOPTOBBIE IIOMIAAKH, KOTOPbIE, KaK JJOKA3bIBACTCSI
B JJAHHOM KCCJICJIOBAHWH, MIPUBOJST K Pa3pyIICHUIO «TPAJUIIMOHHBIX)» CTEPEOTHIIOB U (DYHKIIU-
OHHUPOBAHUS BCEX CTPYKTYPHBIX KOMIIOHEHTOB «TPaJWLMOHHBIX OH3HEC-Mojeseily. ABTOpamMu
0COOCHHO TIOYEPKHUBACTCS TOT (DaKT, YTO, €CJIM MEPBOHAYAIBHO IH(POBBIE TOPTOBBIC TUIOIMIAI-
KU HE ABJISUIMCH 3aMEHUTENSIMU TPOU3BOAMTENCH TOBAPOB HJIM YCIYT, a MPEACTABISIM U3 ceOs
MTOCPETHUKOB MJIM XaObl, COCIUHSONINE YIYACTHUKOB PBIHKA, TO B HACTOSIINEE BPEMs OHH B3sUIH
Ha ce0s Oonbliee yuactue U 001b1Iui ()YHKIMOHAI, KOTOPBIM paHee I0JbKHA Oblia 00J1afaTh «Tpa-
JUITMOHHAs OM3HEC-MOJIelby. [louepkuBaeTcsi, 94To HapsAy ¢ KOHKYPEHTHBIMU MPEUMYIIIECTBAMH,
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KOTOpPBIMHU O€CCIIOPHO 00J1a/1al0T MapKeTIJIeHChl, COKpalias U3Aep KKH IPOU3BOIUTENEH, OHU TaK-
e HeCyT B ce0e OTpeIeNICHHYIO YTPO3Y, KOTOopast 3aKJIF0YaeTCsl CErOHS B TIOTCHIAIHHOM BBITEC-
HEHHUHM C PHIHKOB JIPYTUX YYaCTHUKOB — IMPSIMBIX IPOU3BOIUTENEH TOBAPOB U YCIIYT.

KaioueBbie ciioBa: 1udpoBoid peIHOK, KOPIOPATHBHAS OU3HEC-MOEIb, KOPIIOPATUBHAS CTPYKTY-
pa, IepcoHaIM3aIMsl, TCOMAPKETHUHT, KIIMEHTOOPHEHTUPOBAHHOCTD, OOJbIINE NaHHBIC, MIEPCOHA-
JIM3aLus, OMBIT PabOTHI ¢ KIIMCHTAMHU, TpaHchopManus, u(poBast CTpaTerHst

Bkiag aBTopoB. ABTOPBI BHEC/IM PAaBHO3HAYHBIN BKJIaJ B Pa3pabOTKy CTPYKTYpPbI U COAEpKAHUSA,
MIPOBE/ICHUE MCCIIEIOBAHUS M ITOJTOTOBKY TEKCTa CTaThU.

3asiBiieHre 0 KOH()IUKTe HHTepecoB. ABTOPHI 3asBISIOT 00 OTCYTCTBUH KOH(INKTA HHTEPECOB.

Hcropus crarsm: noctynwia B penakuuio 30 aBrycra 2024 r.; nopaboraHa mocie perneH3upoBa-
HUs 12 cenTsiOps 2024 1.; npuHsATa K myOnukanuu 8 pekadps 2024 r.

Hdas uurupoBaunusi: Lavrov S.N., Neklyudov S.V. Digiral marketplaces and their effect to corporates’
business models and structures // Bectauk Poccuiickoro yHuBepcurera npyx0sl HapoaoB. Cepus:
Okonomuka. 2025. T. 33. Ne 1. C. 58-72. https://doi.org/10.22363/2313-2329-2025-33-1-58-72

Introduction

Since early 2000’s following boom in internet and dot-com start-ups digital
technologies started entering in off-line world, first of all, in B2C service niches.
They started with basic models like buying books and pizza online 24/7 and its
delivery to a customer at any time and any place, but gradually developed into digital
marketplaces where many companies can offer their products and services online
in a use-friendly interface and providing full range of payment, logistics, delivery and
customer support infrastructure.

At early stages “traditional” companies (if we may call them that way) that were
not involved in internet and digital sectors did not see those businesses as competitors
and disruptors of their world, but over the last 20-25 years such digital marketplaces
evolved into large multi-international cross-border holdings or leading regional
companies with market capitalization significantly larger than those of “traditional”
business. Amazon, Alibaba, Uber, Yandex — these are just selected examples from
a long list of such companies.

Effectofdigital marketplaces to the way corporates do business now was significant.
Many corporates bankrupted and ended their existence because their business models
or products were not able to compete with digital disruptors, other corporates that
were in a competition stated analyzing business models and organization structures
of digital companies, copying or adopting them into their corporate structures and
cultures. Also buying a digital startup and incorporating it in your own “traditional”
business model become on of the popular instrument for corporates.

This process started firstly in industries that are focused on large number
of customers and providing different types of services (finance, tourism, delivery, taxi,
etc.). But as a next step companies whose business was producing of large and complex
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machinery or high-tech products and instruments or energy (oil&gas, construction,
electricity, atomic power, machine production, agriculture, etc.) also started to analyze
how digital disruptors are functioning and what “insights” or good ideas they use
in their business models can be adopted and used to make business of such large
production companies in their way of doing business.

In this article we shortly analyze what was a business model and organizational
structure of a “traditional” company, how digital disruptors started its transformation,
what they ended with and how this process changed strategies and business models
of corporates that want to be successful and competitive now.

Methods of investigation

The methodological basis of the study was made up of fairly traditional methods
used in works of this level: comparisons and retrospectives, induction and deduction,
method of systematization. The use of these methods made it possible to approach the
issue of research in more detail and identify the features of not only the structure, but
also the functioning of digital marketplaces and their direct participants.

Literature review

As you know, international trade in goods and services is the most developed and
large-scale type of international economic relations. The most significant participants
in this type of international economic relations are TNCs — according to various
estimates, they account for 40-60%. Global chain retailers are characterized by high
levels of internationalization, capital diversification, allocation density, and a high
degree of influence on the conjuncture and nature of competition in both regional and
global markets. Currently, there is a fairly extensive range of scientific research papers
devoted to digital marketplaces and global retailers, among which the works of the
following authors can be distinguished: Fradkin A. (Fradkin, 2017), Bernanke B.S.
(Bernanke, 2010), O’Connell B. (O’Connell, 2020), Chaffey D., Ellis-Chadwick F.
(Chaftey, Ellis-Chadwick, 2016), Falk E., Hagsten F. (Falk, Hagsten, 2015),
Laumeister G. (Laumeister, 2014), Taher G. (Taher, 2021), Maitland M. (Maitland, 2019),
Zervas G., Proserpio D., Byers JW. (Zervas, Proserpio, Byers, 2014), Popkova E.G.,
Abrashitov R.K. (Popkova, Abrashitov, 2022), Revinova S.Y., Ivashchenko E.A.
(Revinova, Ivashchenko, 2021).

“Traditional” company business structure key components

Firstly, let’s have a look what was a classical key component of business structure
of any company. We do it in a very simplified way, to find those key elements that are
important for any company irrespective of its size or industry or geographical area
it operates in.

From that prospective we can identify the following key elements that are critical
for every company: Product, Employees, Infrastructure, Suppliers and Customers.
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Every commercial company focused on production of its Product (or service)
that is competitive, is on demand of its customers, profitable, social oriented, etc.
To achieve this a company has to have qualified and motivated Employees to created/
produce its Product. Employees need to be equipped with instruments, tools,
technologies etc. that in wider terms we can identify as Infrastructure that is required
for Employees to produce the Product. And the last but not the least, a company need
to have an external inflow of materials, components for its Products and Infrastructure,
new knowledge and technologies for its production process to operate. So they need
to have a network of Suppliers and efficient logistics around it. Outside of a company’s
perimeter we have an open market and Customers that consume Product created and
delivered to them by a company. Customers set requirements and needs for Product,
compare it with products of other companies-competitors on this market and make
their choices in buying/not buying Product of our company (Figure 1).

Suppliers Infrastructure Employees Product g}
. Customers
(Company A) (Company A) (Company A) (Company A)

Figure 1. Key components of a company’s business structure

Source: compiled by S.V. Neklyudov.

How digital marketplaces started t
o disrupt “traditional” business model

Basic idea of a digital marketplace at early stages was simple and straightforward:
using internet and digital instruments provide to customers’ online access to a variety
of products of different companies, help clients to choose the best product and buy
itin a use-friendly manner. In other words, key and the only role of a digital marketplace
was to be a digital channel to clients or online intermediate between clients on open
market and many companies that produce and deliver similar product or different types
of products. In this role digital marketplace did not pretend to be a Product-maker, did
not touch Employees, Infrastructure and other parts of companies’ business structures.
Digital marketplaces “squeezed” between Product and Customer, but did so not for one
company but for many (and through the time for the majority) companies that operate
on a selected market (Figure 2).

But even at this first stage digital marketplace took control over a number of very
important elements in companies’ business that previously were within perimeter
of “traditional” business structures, in particular:

* Access to Customers;

* Delivery logistics;

* Identifying and influencing Customers’ needs;

* Personalization and Customer Experience.
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-

Digital Marketplace
Customers

CEoEmaEm

Figure 2. Initial role of digital marketplace is to be a client channel and intermediate between companies and
customers

Source: compiled by S.V. Neklyudov.

Access to Customers is, probably, the most important element. Before marketplaces
companies had direct access to its customers, their marketing and delivery departments
were interacting with customers on a regular basis. This allowed company be in a close
contact with customers, feel what they like and do not like about its product, adjust and
develop product characteristics and price accordingly.

Delivery of products was also under company’s control, whether directly to end
customer or to specialized off line intermediates like supermarkets, stores, product
distributors, agents etc. For such product distributors and intermediates company
set up quality standards and requirements to ensure its end customer is satisfied
with customer service they provide. For example, to be an official dealer of any car
manufacture you need to be in compliance with a long list of standards, starting from
size and color of your showroom and up to your pricing policy, post-sale technical
service standards, etc.

In addition to that, marketing department of a company had their own
communication to clients — promotion and discount campaigns, collecting and
analyzing client’s feedback on the product, delivering to clients’ values and advantages
of its product, forming customers’ needs or influencing them.

Surely, all the above elements of companies’ business structure are an important
part of overall successful performance, but they require costs and management efforts
and focus to ensure they function effectively and efficiently. Digital marketplaces
offered companies to help them with all the above activities. In the beginning they acted
as a supplement, additional route to the existing business-processes and infrastructure,
they were not able to substitute marketing and delivery logistics function of large
corporates. Also, their market share was not significant at the start, as the major part
of sale and communication was through off line channels.

But through the time things have been changing gradually. Online trading was
growing rapidly, share of sales through digital marketplaces continued to grow. And
at next stage of their development digital marketplaces were able to fully substitute
marketing and distribution to small companies and individual entrepreneurs, then
to medium companies, and then they become a good external alternative to internal
marketing and delivery functions of large corporates. That was a very attractive

“offer” to “traditional” companies — they got a chance to significantly cut costs and
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management efforts on marketing and delivery process, focus on what they think they
do the best — production of their product. Tactically and short-term it was a benefit
for companies, strategically and long-term it was biggening of the end for those who
chose this option.

In an opened and competitive market in particular in B2C segments direct
access to customers and contact with them is critical to successful sales of your
product. Taking over this area digital marketplaces “cut off”” traditional companies
from those who in the end of the day define if company is successful and profitable
or not. Moreover, they started accumulate deep knowledge on customers’ needs and
preferences in relation to product based on the analysis not only sales of a particular
company, but all other companies that compete on that market. Using digital
instruments and collecting and processing info on customers’ behavior in internet
in addition to classic marketing and research tools, digital marketplaces absorbed
knowledge on customer’s behavior based on big data and factual pattern that have
never existed before pre-online era.

Also, using digital instruments that they developed through the time and new
management tools and techniques, marketplaces moved process of sales and client
targeting to another level. Here are some examples of this.

Geomarketing, where you can trace where your client is now and offer discounts/
sales offers in real time if he/she is not far from product/services he used to buy
or prefers. Geomarketing also allows to analyze places and time your client is visiting.
This information gives insights on customers’ preferences and customize product
accordingly and/or offer relevant product.

CJM or “customer journey map” as a client satisfaction monitoring tool and
or instrument to improve your sales process efficiency. CJM is a visual representation
of the process your customers go through when interacting with your company. This
diagram takes you through the exact steps that lead to a customer choosing your
specific product and buying it from your business. CJM gives you a detailed step-by-
step view at what state your customer is satisfied and when customers’ expectations
are going down or business-process does not make sense. By fixing such “bottlenecks”
you can improve your customer experience in a very specific and effective way.

Shift from “product centric” to “client centric” paradigm. Before that companies
were focused manly on the quality and differentiators of its products, trying to persuade
customers that their product is what they really need and it is better that competitors’
one. But when marketplace gathered big actual data about customers’ behavior and
habits, they started to understand what are client needs at each particular moment
of time or their life stage. And they started to focus on client needs that they can
effectively satisfy but providing them relevant product in the right time and in the right
place, rather than promoting just product itself. So, marketing strategies and overall
companies’ strategies moved gradually from “product centric” to “client centric”. In our
days we can see already the next move in this direction where philosophy of “client
centric” is evolving into “people centric” paradigm, where companies consider equally
important for their success people outside the company (customers) and inside the
company (employees) trying to satisfy their needs in the best way.
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Personalization 1is another area that was developed and implemented
by marketplaces. Again, this became possible thanks to digital technologies and big
data solutions that allow to “slice” customers into different segments or groups that have
different expectations or preferences in relation to a product, up to really small groups
with a very particular needs, and offer them a variation of a product that suites them the
best. We all regularly get now “personalized” or “your individual” offer for services
and goods from banks, insurance companies, etc. All this is example of personalization
that was started by digital marketplaces when they started interfacing customers with
products produced by other companies.

All the above and many other instruments and techniques that digital marketplaces
developed and used started effecting the way companies organize themselves and
do their business.

What happened next...

As we understand, taking over direct communication and delivery of Products
to Customers was first but far not the final step in digital marketplaces journey into
a “traditional” offline business corporate world.

In some business segments digital marketplaces became such powerful players,
that absorbed the major part of customer contacts from traditional companies. Those
companies, in fact, lost direct access to their customers. That mean that if a company
wants to continue to operate on such a market, it has to join marketplace and agree
on distribution of its product through the marketplace on its terms and conditions.
A good example of this is city taxi services in some cities in Russia, Europe or Asia.
In particular, in 2010’s in Moscow Uber and Yandex Taxi, that were two major digital
marketplaces at that time, controlled the major part of taxi market in Moscow. All
taxi companies, private or state owned, as well as individual taxi drivers, were forced
to use Uber or Yandex taxi services to get orders from clients. Old channels of getting
taxi orders from clients were not sufficient and effective any more to continue your taxi
business in Moscow in a profitable way.

Gaining control over Customers, marketplaces then started to establish control
over the first layer of a “traditional” corporate structure that is directly interacts with
Customers — i.e. Product. Now when marketplace is the only zone where the major
part of Customers can get Product, it can use it to its benefits in two directions — from
Customers to Product and, vice versa, from Product to Customer.

Taking about Customers to Product influence, what we mean is that
marketplace using geomarketing, bigdata and other digital tools and instruments
that we mentioned earlier in this article, can quickly and precisely understand what
is now an “ideal” Product — what are its technical and usability characteristics,
what is preferred pricing, what is the time and location for the best sale of such
product, etc. With that information, marketplaces stated to set Product standards
to its producers (i.e. our “traditional” companies): Your Product (or services)
to be allowed for distribution through our marketplace has to satisfy the following
characteristic: color, price, weigh, time of taxi arrival, etc.). And companies did
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not have much choice but follow those rules set as they needed access to their
clients through marketplace.

It also worked in an opposite way. As marketplace was almost the only place
where Customer can get Product he/she/it needs in the most user-friendly, cheap and
best way (again CJM and other customer centric activities moved service and customer
experience to a very high level, setting a new standard for customer services in many
industries and sectors of economy) it could manage Customer’s expectations on product
characteristics and price, as they were best in class in any case. And to find better
Product and company that creates and sell it outside marketplace required significant
time and efforts, that not all Customers are ready to spend.

And, finally, commission that marketplace collects from both Customer and
Company for its work and “intermediation” is very hard to challenge as there are
no alternatives. For example, few years ago there was big discussion and debates
between Apple and Apps producers that are places in Apple AppStore — Apple
commission varied from 30 to 50% of all sales from AppStore. Through the time
those and some other aspects of digital marketplace business model become an area
of government and professional community regulation in many countries.

Back to our example of taxi services and Uber and Yandex Taxi in Moscow,
those marketplaces started to define pricing for taxi services, algorithms how all
customer orders are allocated between different taxi companies and drivers, what
are requirements for taxi cars (by class — basic, business, VIP, etc. and how they
should look like — design, color pattern, logos and advertising on taxi cars, etc.), what
are requirements for taxi drivers (appearance, experience, qualification, etc.). They
developed their own customer help desk, quality control department over taxi drivers
and cars to ensure consistent quality of taxi services ordered through Uber or Yandex,
irrelevant of what is a taxi company that provides a driver and a car to the Customer.
Figure 3 illustrates next step transformation of digital marketplaces where they take
control over the layers that they used to be just an intermediate for — Customers and
Product.

Product
(Company A) I >
[0
8
Product § g
Company B £ 2
(Company B) = &
o0
(=)
Product N
(Company C)

Figure 3. Taking control over Product was the next step of digital marketplaces in disruption of “traditional”
business structure

Source: compiled by S.V. Neklyudov.
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After taking over control over Product delivery, design, pricing and other key
Product metrices, next natural move of marketplaces was not only to provide a Product
but produce it and control all other elements of corporates’ structure that are involved
in Product production. First step in this was Employees and Infrastructure. In our
Uber/Yandex taxi examples marketplaces started to higher drivers themselves and
provide them with taxi cars and/or leasing/loan programs for them to buy a car from
marketplace they can use to do their job.

Another example of marketplace expanding and taking over all key elements
of corporate structure is food delivery. Starting as a delivery of food from restaurants
and retail supermarkets, marketplaces ended with producing food under their own
brand and or contracting with suppliers of grocery, food, etc. that marketplace use
to produce ready food and other products under their brand, with their standards and
pricing policy.

For companies that lose control over key elements of their corporate structure
and transfer it effectively to marketplace this trend means that they either disappear
as independent standalone business at all or become part of such marketplace, acting
as back office / production function of a larger organization with limited area influence
and decision making. They do not define neither their strategy nor key operational
parameters of their business activity. All this is set by marketplace and is obligatory
to comply with Figure 4. illustrates the end process of marketplace taking control over
all key elements of corporate structure.

Suppliers Infrastructure Employees Product
(Company A) (Company A) (Company A) (Company A) L >
[}
£
8‘ %)
i 5
Suppliers Infrastructure Employees Product El g
(Company B) (Company B) (Company B) (Company B) é é
)
a
Suppliers Infrastructure Employees Product N
(Company C) (Company C) (Company C) (Company C)

Figure 4. Digital market place evolving from distribution channel to a full-scale business absorbing all key
elements of a “traditional” corporate structure

Source: compiled by S.V. Neklyudov.

Process described above differs from industry to industry and from country
to country. In some sectors of economy and geographical areas it is very well progressed
and at the point of a scheme presented at Figure 4 above. In others it is still at early
stage of capturing first layers (Customer and Product) as presented at Figure 3 or even
taking control over delivery and marketing as at Figure 2.

There also are specific clusters of economy that are very specific and/or have
specific Customers and Companies that play on this market that do not need any
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intermediate between them and work directly with each other. In this case marketplaces
do not have chance to “squeeze” and evolve as described above.

But in spite of all that it would be fair to say that the above-described process
became a trend in the economy overall and touched to some extend the majority of its
sectors, so it cannot be ignored by the majority of corporates that do their business
on international and local markets.

How corporates reacted

“Traditional” companies and corporates were not just observers that passively
waiting for digital marketplaces come and transform their market and build their
business instead of existing one. Those who were on the same markets, that digital
marketplaces started to disrupt first, have been taking a number of actions to protect
themselves and transform their business models and corporate structures. Their goal
is to survive in new reality and be able to compete with marketplaces as new strong
players with new approaches and ways to organize their business. All such efforts can
be classified in three following ways to respond:

* buy existing and growing digital marketplace and incorporate it its current

organizational structure taking control over the whole process;

* digital transformation of its own strategy and corporate structure, i.e. create
(or buy at early stage) its own digital start up and grow it inside the company
gradually transforming itself in a holding that has marketplace as an interface
and all other classical components of a corporate business model;

* enter into alliance or partnering with leading digital marketplace also
considered as an option, but terms and conditions of such alliances and
partnership might vary significantly depending on size, market share and
competitive position of a company and marketplace entering into such
a transaction.

In some cases, combination of the above approaches was used or if a company

did not succeed with one approach it tried another one.

Each of the above approaches has its pros and cons. There is no “golden bullet”
for successful integration of digital market place into “traditional” corporate business
model or growing it inside the company.

Buying existing digital marketplace looks like the easiest option for a corporate
business to gain control over digital sector and get all its nice and advance instruments
and technologies. And it is true that it might save a lot of time and help to avoid a lot
of mistakes when you start it by yourself. But the key risk in this option is differences
in corporate cultures of a “traditional” company and digital business. That relates not
rather to the core values that both companies declare. They might be quite similar —
socially oriented business, taking care about its employees, focus on customer, etc.
Itis rather how those core values are interpreted and implemented inside organizations —
speed and level of making management decisions is fundamentally different, appetite
for risk and acceptance of mistakes and failures in organization, TTM (time to market)
from idea to the end product, motivation and compensation system for employees, and
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so on. “Traditional” company has to make significant efforts to change its corporate
culture to successfully absorb acquired digital business. It was not always being the
case in the history of such transactions. If corporate culture of the parent company
dominates over acquired marketplace, it will most likely vanish in the “old” company
as classic and traditional business processes and tools cannot support its innovative
business, as it is based on new digitally driven techniques and methods that make
marketplace what it is by its substance.

Growing digital marketplace inside the company and transforming its corporate
strategy and culture is also an option that many companies tried. Usually, it starts
with establishing a separate unit/department in the company responsible for digital
transformation with an experienced top-manager hired from one of marketplaces,
inviting consultants to help to develop digital corporate strategy and launching digital
transformation pilot or project inside the company. Key befit of this approach is that
a company can gradually create and develop new digital unit by itself, making sure
this unit fully corresponds to the strategy and goals of the company, people in this
new unit are not “outsiders” but are hired by a company and understand and share its
values and corporate culture. It also allows gradually transform overall strategy and
corporate structure into a more competitive mode without shocks and challenges that
usually happen after M&A deal completed and you have to absorb and incorporate
an acquired asset. All this increase chances for success of such a transformation.
Disadvantage of growing and developing business by itself is time. This is not a quick
process and can take several years for a large corporate business as a minimum when
you start see first small results, and another several years when it will be visible not
only inside the company but by clients and competitors on the market. And you may
not have all these years and time, if your market is aggressive and fast developing.
Other companies or digital marketplaces can take leading position on the market while
you are gradually developing and you will be just late to capture your market share
in a new digital reality.

Entering into alliance or partnering with leading digital marketplace is another
strategic option. It allows to minimize disadvantages mentioned above for two previous
scenarios. It works well especially for medium size and small companies that go into
alliance with a major marketplace, as they do not have resources and capabilities
to acquire marketplace or build it internally. Alliance and partnership if negotiated
properly gives more flexibility and control over key business processes to the company
if it just be a provider of services on this marketplace. But this point, i.e. balance
of control and decision-making power between marketplace and a company entered
into the partnership, is the key focus area and risk. If this balance shifted too far to the
marketplace, there is not much difference for a company then act as a usual supplier.
If a company pushes too much power and control to itself, marketplace may lose interest
in such an alliance, focus on development of relationship with other companies and
will not give access to its technologies and customer base to the extent that is needed
for the company.

There are many cases when large companies try combination of all the above
listed scenarios. As an example, we can refer to transformation history of the largest
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commercial bank of Russia — Sberbank. Back in 2008 it started its transformation
from a classic commercial universal bank that provides banking services to corporates
and individuals, into a financial platform where its customers can get not only financial
but non-financial services also. Over the next 10 years it started developing its digital
presence and building its own digital marketplace. During this process it made
a number of VC investments in digital start-ups and ideas for services and products
that complement and extend financial and banking services as its core business. Travel,
insurance, food delivery, online music platform, residential property and apartments
online rent and purchase/sale — all these are examples of services that Sberbank was
developing on its own digital market place.

Now it is one of the largest universal marketplaces in Russia, with the key focus
on banking and financial services, but with a number of strong non-financial B2C and
B2B products. It changed its brand and name from “Sberbnak” to “Sber” to minimize
association with just banking services. Through its transformation journey Sber
was in negotiation with Yandex, trying to take control over certain parts of Yandex
businesses. In 2012 it acquired 75% of Yandex.Money, a financial leg of Yandex
marketplace. Later in 2017 Sber entered into alliance with Yandex.Market and invested
in its development. Then there were discussions to purchase up to 30% of the whole
Yandex, but the deal did not happen. All this acquisition and partnership activities were
happening in parallel with building its own digital marketplace.

This example shows that transforming into digital marketplace and staying
in competition with marketplaces is far not easy exercise for a large and “traditional”
corporation. It requires a lot of time, efforts and recourses. It fundamentally changes
strategy and business model of a company, there are many mistakes on this journey.
But it is doable and achievable, and a corporate is able to compete and succeed in this
competition with new digital competitors.

And it worth mentioning companies whose industries were not under
immediate and direct “attack” from digital marketplaces at early 2000’s. Oil&Gas,
energy companies, heavy machinery, atomic power, coal industry and other “heavy”
industries that deal with complex and unique technologies, require big investments
and infrastructure, regulated and/or controlled by the government and work in a very
specific B2B segments of economy — those are examples and characteristics of sectors
such companies operate it.

Digital transformation as a matter of survival was not on their agenda, but looking
at what is happening in other sectors where battles between digital marketplaces
and “traditional” companies were hot and intensive, they also started analyzing new
business models, digital instruments and tools that marketplaces used and companies
in other sectors were trying to implement in their business models. After that they
adopted those digital instruments and new elements in digital business models that are
relevant to their business, and now digital transformation is part of a strategy of any
large energy or heavy industry company as well. As an example, we can refer to digital
marketplace of metal producing company Severstal at https:/market.severstal.com/ru/
ru, or digital marketplace for SME of Gazpromneft, one of the largest oil companies
in Russia at https:/webneft.ru.
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This demonstrates that digital marketplaces transformed and effected not
only industries and “traditional” companies that operate on the same market, but
other sectors of economy that marketplaces did not consider their primary focus
at early stages.

Conclusion

Digital marketplaces as new and innovative business started as digital channel
to clients or online intermediate between clients on open market and companies that
create products and services. They were initially focused on making sure process
of purchase of product and its delivery to customer is smooth and use-friendly for both
customer and a company. But then they quickly got control over a number of important
elements of corporates’ organizational structure, such as: access to customers; delivery;
identifying and influencing customers’ needs; personalization and customer experience.

After taking over control over product delivery and marketing, marketplaces
disrupted all other key elements of corporates’ structure and production process,
including employees, infrastructure and suppliers.

“Traditional” companies were also transforming their business and adopting
to new digital realities their strategies and business models and structures to defend
themselves and stay in competition with new innovative market players. Companies
applied different scenarios, such as buying digital marketplaces and incorporate it its
current structure; creating their own digital business and grow it inside the company;
and/or entering into alliance or partnering with digital marketplace.

Marketplaces transformed corporate structures and business models
of companies that operate on the same markets and economy niches, but also had effect
on industries that they were not focused at, such as oil&gas, construction, “heavy”
machinery, and others. All this made effect of marketplaces to economy and business
truly comprehensive and significant.
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