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Creating Tomorrow's B2B Software Leaders 
Through Holistic Digital Transformation  
Executive Summary 

This IDC white paper provides an overview of the journey towards new digital business models 
that B2B software vendors1 must embark on to achieve, keep, and build out sustainable 
competitive advantage. In particular, we will examine the changes required in support functions 
such as human resources and finance to back up these fundamental changes. 

Key Takeaways — B2B Software Companies' Business Evolution and the 
Role of HR and Finance Functions 

B2B software companies face continuous pressure to innovate, as the entire software landscape 
and software licensing and delivery models are changing fast. The industry changes affect every 
software vendor. The traditional business models based on a product, perpetual license, and 
deployment by customers at their own respective datacenters are not viable today and only 
apply for legacy installations and niche cases. 

To achieve a sustainable competitive advantage, B2B software companies need to evolve 
business models on a journey across three horizons with increasing profitability (Figure 1).  

FIGURE 1 
Roadmap for B2B Software Companies to Advance Business Model Maturity  

 
Source: IDC, 2020  

 
1 The B2B software industry includes all software companies adopting a business-to-business (B2B) business model either fully or partially. Therefore, IT 
companies targeting the consumer market are not included. This includes companies in IT hardware, infrastructure providers, communications providers, 
and consumer software companies. 
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1. HORIZON 1: On-premises license model. This is the historical starting point for most 
established B2B software vendors. A software product is sold to the customer and installed in 
the customers' own datacenter. However, many established software vendors have evolved 
this original approach on a number of lines, including offering options to host the product for 
customers or partnering with third-party hosters, offering subscription or software rental 
options for customers, offering "connected" on-premises installations with certain cloud-like 
capabilities, or cloud-like clients, either cloud-delivered rich clients or web-based clients. 
Therefore, Horizon 1 does not equal status quo and entails significant change potential for 
traditional software vendors. 

2. HORIZON 2: Cloud delivery model. This is the "new normal" for most established B2B 
software vendors, and it is the starting point for almost all B2B software startups. A cloud-
based model has many advantages for the B2B software company including stable recurring 
revenue streams, having all customers on one always-updated codebase, and participating 
and selling through multiple cloud ecosystems. However, the journey from horizon 1 to 2 is 
also tricky and disruptive. A cloud-based delivery model requires the software vendor to host 
one installation and serve multiple customers in a highly scalable and automated fashion. 
This again typically requires a dramatic rearchitecting of an on-premises software solution. 
Transitioning to the cloud is also challenging financially, as B2B software vendors replace 
perpetual license deals with software subscriptions and gradual revenue recognition.  

3. HORIZON 3: Outcome-based revenue model. This is a future scenario for most software 
vendors, but one to watch closely. It involves alternative licensing scenarios that aim to 
closely align customer business value with customer payment. For example, if a software 
implementation aims at saving $2 million annually in back-office administration, payment for 
the software is contingent on the customer achieving these savings. The benefit for the 
customer is an assurance that the project risk is shared between the provider and the 
customer. At the same time, the software vendor could potentially use outcome-based 
licensing to increase the share of wallet for successful implementations. 

This business model evolution should be supported by a concurrent digital transformation of 
B2B software companies across all business functions, from client-facing to back-end units. IDC 
believes that the digital transformation of supporting functions like human resources and 
finance into online and connected functions will be of particular importance to drive B2B 
software companies throughout this challenging business evolution.  

B2B Software Industry Main Trends — Increasing User Expectations, New 
Digital Business Models and Ecosystem Orientation  

B2B software companies worldwide are constantly challenged by geo-political and 
macroeconomic events like Brexit and the US-China trade war and the increasing competition of 
big vendors and smaller specialists. New regulations, such as General Data Protection Regulation 
and local data residency requirements have also impacted B2B software and forced vendors to 
reexamine approaches and revise solutions.  
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However, the main challenge for B2B software vendors lies in the pressure to constantly 
modernize products, pricing, and go-to-market approaches to keep up with new customer 
requirements and new software trends and practices. These changes are accelerated by industry 
concentration. Large software giants acquire and merge to cater for a broader set of customer 
needs, and new disruptive entrants use new approaches and technologies to leapfrog the 
incumbents. B2B software vendors must deal with the following key trends impacting the 
industry: 

 Increasing user expectations. B2B software companies are expected to play across 
traditional PC, web, and touch devices. The expectations of business users are constantly 
raised from their usage of intuitive and innovative consumer applications in their private 
lives. Furthermore, buyers increasingly require short return on investment (ROI) periods and 
low, predictable costs related to implementation with an expectation of being able to 
configure rather than customize and custom code. The Covid-19 pandemic and other market 
disruptions have further strengthened these customer requirements. A recent IDC survey 
showed that 64% of end-user companies worldwide seek out emerging technologies to 
create advantage (IDC's COVID-19 Impact on IT Spending Survey — Wave 6, June 2020). This 
increase in buyer expectations and appetite for new approaches puts significant pressure on 
software vendors to innovate. 

 New digital business models. Alternative business models replace the traditional sale of a 
software product for the customer to implement and operate. These include:  

o The subscription model: customers are charged a recurring fee for the use of a given 
set of products and services 

o The transaction-based model: customers pay for their specific consumption of a 
product or service 

o The freemium model: customers can access the basic features of a product or 
services for free and pay for additional functionalities or content  

o The outcome-based model: customers pay the software vendor based on a realized 
business outcome 

The B2B software company's ability to transform essentially all aspects of its organization to 
support these new business models is a key factor for future competitiveness. According to 
the IDC European Tech and Industry Pulse Survey 2019–2020, 54% of European IT services 
companies believe digital transformation will have a big impact on their business innovation 
rate. 

The main challenge for B2B software vendors lies in the pressure to constantly 
modernize products, pricing, and go-to-market approaches to keep up with new 

customer requirements and new software trends and practices. 
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 Ecosystem orientation. As a result of new internet-based protocols and technologies, new 
opportunities have emerged for collaboration across the software industry and the formation 
of a broad range of business ecosystems. A single company can participate in different 
partnerships and platforms in multiple roles, including technology supplier, marketplace 
owner, and/or marketplace supplier. Examples include hyperscaler ecosystems (such as 
those of AWS, Google, and Microsoft), an application vendor ecosystem (e.g., Workday, 
Salesforce), and a proprietary ecosystem, where the B2B software company is playing the 
role of the leader. The IDC EMEA ISV Survey 2020 showed that European software companies 
generate more revenue via cloud marketplaces (28%) than channels such as direct to 
customers (21%), resellers and VARs (19%), and co-selling with their platform provider (16%). 

Addressing Market Dynamics: Strategic Business Priorities in the B2B 
Software Industry 

To face all the above-mentioned market trends, B2B software companies have to reexamine 
their business models. They are faced with a difficult conundrum in which they must 
simultaneously improve operating efficiency, better serve customers, innovate products and 
services, improve security levels, and grow revenues, according to a recent IDC survey of the top 
2020 business priorities of European B2B software companies (IDC European Tech and Industry 
Pulse Survey 2019–2020, Nov 2019), shown in Figure 2. 

FIGURE 2 
B2B Software Companies' Business Priorities in 2020  

 

Source: IDC European Tech and Industry Pulse Survey, 2019-2020, European sample, B2B software industry, n=80 (November 2019) 
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B2B software companies are faced with the difficult conundrum of simultaneously 
improving operating efficiency, serving customers better, innovating products and 

services, improving security levels, and growing revenues. 

Improving all aspects of the business simultaneously requires fundamental business model and 
technology changes rather than incremental improvements to existing approaches.  

The urgent need for fundamental change is the overall driver for the evolution of B2B software 
companies. In more detail, IDC translates the industry trends into the following strategic 
business priorities: 

1. Service orientation. The customers of B2B software companies are looking for more flexible 
access to IT external resources to minimize the cost of ownership. To enable this scenario, 
B2B software companies must transition from offering a "product" to offering a "service" that 
more directly serves a business need. The journey towards servitization is not trivial and 
implies striking the best balance between licensing or subscription simplicity on one side and 
flexibility on the other. Becoming vendors of subscription services offers B2B software 
companies attractive long-term relationships with customers and, even better, stable 
revenue streams. It also expands the client base to companies unwilling to pay upfront for 
software solutions.  

2. Data-driven approach to business. Most B2B software companies have a wealth of data 
and metrics available to measure, track, and synchronize both the performance of their own 
software solutions and the operation of internal business processes for an integrated view of 
the organization's planning and execution phases. In the planning phase, usage data can be 
used in both financial forecasting and product planning and road map processes. In the 
execution phase, usage data is valuable to ensure successful rollouts and provide accurate 
billing. The final objective should be to enable a "holistic agility" of the whole organization 
able to adapt according to any change in the business model.  

3. Efficient allocation of internal resources. Most B2B software companies are struggling to 
keep up with customer expectations and have trouble with large backlogs and so-called 
"technical debt." Therefore, B2B software firms should optimize the allocation and 
deployment of employees and finances across projects and tasks and ensure transparency 
and collaboration between employees and teams within the company. The collaboration 
aspect is especially important in a period when remote working and distributed teams are 
the new normal. Having platforms for information sharing and communication is critical in 
this context.  

4. Operational scale and agility. B2B software companies should focus not only on changing 
customer interaction and internal reorganization but also on how to scale up all the different 
changes in the business and operational models that will be implemented along the three 
horizons. The ability to extend business processes rapidly and efficiently within the company 
will be fundamental for B2B software companies from two main perspectives. From an 
external standpoint, to reduce time to market for new products and services. From an 
internal standpoint, to quickly implement new technologies, new policies, and new risk and 
governance practices across the company.  
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The top strategic priorities for B2B software companies are service orientation, a data-
driven approach to business, efficient allocation of internal resources,  

and operational scale and agility. 

Addressing these strategic priorities will be the basis for B2B software companies to evolve 
throughout the three horizons and maintain profitable growth over time. While the first two 
horizons (On-premises License Model and Cloud Delivery Model) should be targeted in the short 
and medium term, the achievement of the third one (Outcome-based Revenue Model) should be 
considered as a long-term goal. In the last stage of this journey, the B2B software company will 
hence be a service-oriented, data-driven, and agile organization operating with an outcome-
based revenue model. 

Addressing strategic business priorities is paramount for B2B software companies to 
evolve throughout the three horizons and finally become a service-oriented, data-
driven, and agile organization operating with an outcome-based revenue model. 

Barriers to Implementing Strategic Business Priorities 

The achievement of the strategic business priorities can guarantee profitable growth for B2B 
software companies over time. However, these long-term objectives are tied down by several 
issues that companies need to face to bring their business to the next level and enable their 
transformation throughout the three horizons.  

There are currently many barriers to the achievement of B2B software companies' strategic 
priorities, but the following stand out: 

1. Inadequate management and exchange of data and processes across the company. 
Many B2B software companies still have data and process "silos" without a unified approach 
to data management and integration across the organization. For example, an ecommerce 
system is not integrated with the accounting system, which is needed to resolve returns and 
erroneous orders. Or a project planning and management system that is not integrated with 
the HR system, which contains all the skills needed to compose effective project teams. Or a 
service delivery system that does not integrate a customer support function. As a result, 
employees must access multiple systems, act as detectives, and devise ad-hoc solutions 
instead of structured processes. 

2. Inflexible legacy systems. The fundamental changes to business models and offerings 
require B2B software companies to adapt to changes often. These changes could involve new 
reporting structures, reorganization, new employee categories, new territories, new partner 
categories and compensation models, new reporting metrics, new service offerings, and so 
on. The existing administrative solutions often inhibit such changes because they are 
inflexible and cumbersome — or even impossible — to update. 

3. Lack of employee empowerment. The substantial business model changes that B2B 
software companies are facing require significant efforts and change readiness employees. 
However, this mobilization of employees is often hindered by a lack of available operational 
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information and decision capacity at the employee level. Other hindrances to employee 
mobilization are ineffective processes and systems for hiring, training, compensation, and 
career development. When people are not put at the core of the company and are not given 
the means to perform and better themselves, change is significantly inhibited. 

The main barriers to the achievement of B2B software companies' strategic priorities 
are the inadequate management and exchange of data across the organization, 

inflexible legacy systems, and a lack of employee empowerment. 

Overcoming Barriers Through Holistic Digital Transformation in the B2B 
Software Industry 

IDC believes the key to achieving strategic business priorities and overcoming the above-
mentioned barriers is the planning and execution of a successful digital transformation strategy 
supporting B2B software companies throughout their business evolution. The importance and 
urgency of B2B software companies' digital transformation to support their overall business 
growth is evident from recent IDC data in which 66% of European B2B software companies claim 
to still be in the initial and middle stages of their digital journey (Figure 3). 

FIGURE 3 
Digital Transformation Maturity in B2B Software Industry  

 

Source: IDC European Tech and Industry Pulse Survey, 2019‐2020, European sample, B2B software industry, n=80 (November 2019) 
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The digital maturity of B2B software companies is a paramount enabler of their 
business transformation. However, the majority of companies in the industry are still in 

the initial and middle stages of their digital journey. 

The survey shows that two-thirds of software companies are not in the driver's seat on the path 
to become integrated, digital businesses. Their journey involves rearchitecting their software 
products for cloud delivery, new business models, ecosystem orientation, and the adaptation of 
primary processes from R&D to sales and service to customer support.  

However, the above-mentioned barriers to digital transformation also highlighted how 
modernizing support functions, such as finance and HR, by making them accessible and always 
online, reaps significant benefits through: 

 Enabling frequent changes to the business, organization, and reporting structure 
rapidly implemented in the digital back-office system without becoming the bottleneck of 
change in the company. If companies can implement changes across finance, HR, planning, 
and billing in one go, they become "holistically agile" and able to adapt to change much 
faster.  

 Making planning and business performance information available to business users as 
they transact or must make decisions. The digital back-office system contains both the 
transactional data and planning and analytical capabilities, making information-driven 
decisions part of everyday tasks and initiatives. 

 Tracking and optimization of human resources across projects ensuring that the right 
skills are deployed in the right projects. Strengthening recruitment, employer branding, 
onboarding, learning, and employee engagement processes are also vital to B2B software 
companies in the fiercely competitive market for tech talent. 

The key to a successful digital transformation is the simultaneous evolution of primary and 
supporting functions. This white paper will focus on how the traditional finance and HR functions 
must develop to support the overall digital transformation of B2B software companies and 
enable their business evolution throughout the three horizons.  

Figure 4 illustrates the primary and supporting functions in the B2B software industry.  

  



     IDC #EUR146959820 Page | 9 

Creating Tomorrow’s B2B Software Leaders Through Holistic Digital Transformation Document Title 

 

FIGURE 4 
Primary and Support Functions in the B2B Software Industry 

 

 

Source: IDC, 2020 

Creating an Enterprisewide Digital Road Map  

Digital transformation is much more than a technology story, and perhaps much more than just 
a business story — it is a story about people enduring a whirlwind of change. The journey to 
becoming a digital-native B2B software organization is long. Keeping people inspired and 
motivated during the entire transformation requires a granular digital road map that provides an 
overview of different teams' roles along this journey.  

IDC's research shows that companies with a single enterprisewide digital road map that aligns 
the entire organization are more likely to deliver successful digital transformation. Figure 5 
shows a clear correlation between having an integrated digital road map and digital maturity. 
Digital laggards have no digital road map; in contrast, most best-in-class organizations have a 
single integrated digital road map in place. 
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IDC research shows a correlation between an integrated, enterprisewide digital road 
map and advancing in digital maturity. 

FIGURE 5 
Correlation Between Digital Road Maps and Digital Maturity 

 

Source: IDC Global DX Leaders Survey; European sample, n = 405 (May 2018) 

IDC recommends that B2B software organizations divide their journey into three time horizons 
comprising modular use cases. Horizon 1 includes the use cases that should be deployed in the 
short term, with a focus on migrating existing offerings to become hosted and/or connected 
offerings. Horizon 2 is where disruptive business model changes take place, and it includes use 
cases that will be deployed in the mid-term. Horizon 3 needs to reflect the transformation of the 
business model to become outcome based. Figure 6 shows the use cases that will drive success 
for B2B software companies across these three horizons and the transformation that the HR and 
finance functions need to undergo to support the primary functions along the digital journey. 

IDC recommends that B2B software companies divide their journey into three time 
horizons comprising modular use cases. 
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FIGURE 6 
The Role of Support Functions Along the Three Horizons of the B2B Software Industry Digital 
Road Map 

 

Source: IDC, 2020 

Horizon #1: On-Premises License Model  

Customers with on-premises software products are well acquainted with the complications of 
installing and running software locally, such as major efforts related to software upgrade and error 
resolution. While these inherent limitations of the on-premises model cannot be eliminated, B2B 
software vendors can evolve these offerings in many ways. The focus in the short term is on 
improving customer experience. Even though HR and finance aren't customer-facing functions, they 
have a significant impact on customer experience. IDC predicts that by 2021, at least 60% of 
companies will actively monitor and manage employee experience (EX) and use it as a key 
differentiator to build and maintain B2B and B2C relationships (IDC FutureScape: Worldwide Future 
of Work 2019 Predictions, IDC # EMEA44255218, October 2018). Digital trust is also a critical enabler 
of customer loyalty and can be enhanced by increased transparency in the financial reporting 
process.  

IDC predicts that by 2021 at least 60% of companies will actively monitor and manage 
employee experience and use it as a key differentiator to build and maintain B2B and 

B2C relationships. 
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HR Transformation: Empower the Employee 

Evolving software offerings and business models require B2B software organizations to attract 
people with digital software delivery experience. In Horizon 1, traditional software firms should 
transform their employer brand to appeal to targeted talent. Attracting and retaining people with 
cloud software, data analysis, and consumer-grade UX capabilities entails much more than 
competitive compensation packages — it also involves a cultural transformation. A sense of 
meritocracy should be reflected in the way employees are measured and compensated. Otherwise, 
new hires will feel their career development is hindered by hierarchies based on outdated value 
schemes, which would affect the retention of best-in-class performers.  

Figure 7 shows the "digital milestones" across the B2B software HR process that will support the 
business transformation required in Horizon 1.  

FIGURE 7  
Digital Milestones Across the HR Process in Horizon 1 

 

Source: IDC, 2020 

Finance Transformation: Extended Finance Function 

In a traditional software business, the software products sold are disconnected from the back-
office finance system. Finance simply records product bookings and sales, just as it would for, 
say, a furniture business. As software businesses begin to evolve from perpetual license to 
subscriptions as well as from standalone products to connected or hosted solutions, finance can 
play a more business critical role in managing revenue. Ensuring effective collections in a 
subscription world is more complex than issuing invoices for one-time sales. Traditional 
accounting processes must be complemented by revenue management capabilities to bill 
according to subscriptions and maybe usage, often in complex, multi-year subscription deals. 
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Evolving from traditional software to subscription-based solutions requires the finance 
function to play a more business-critical role in managing revenue. 

 

Figure 8 highlights the transformation of the finance process required in Horizon 1. 

FIGURE 8 
Digital Milestones Across the Finance Process in Horizon 1 

 

Horizon #2: Cloud Delivery Model 

Horizon 2 represents a profound transformation of the traditional software business model, where 
software is delivered over the cloud to multiple subscription customers at the same time. 
Customers can self-administer their software solution and turn usage up and down as needed. At 
this stage, the product (the cloud software solution) is no longer disconnected from the business 
process and the revenue management process is significantly more complicated. Overall, the focus 
of the B2B software company is speed to market and value-driving innovation.  

HR Transformation: Enterprisewide Skills Platform 

The shift toward looser, team-based organizational structures requires HR to support flexible 
outcome-focused teams based on the needs of the business. At the same time, HR must 
maintain 'organizational memory' in the shape of talented developers, consultants, and 
salespeople in the company. In this environment, HR requires a single, integrated, talent 
platform that enables end-to-end visibility of the skills across the entire organization with 
detailed talent profiles. This platform will enable talent sourcing, onboarding, and management. 
Employee appraisals, compensation, and development activities must take into account the 
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various teams that each employee is engaged in. Therefore, Horizon 2 requires software 
companies to measure employees with KPIs that incentivize cross-functional team collaboration 
and capture employee team activities and performance. 

The enterprisewide skills platform will enable talent sourcing, onboarding, and 
management across cross-functional teams to facilitate knowledge sharing and 

teamwork. 

Figure 9 shows the transformation that HR needs to undergo to support organizational agility. 

FIGURE 9 
Digital Milestones Across the HR Process in Horizon 2 

 

Source: IDC, 2020 

 

Finance Transformation: Connected Finance Function  

The role of finance in a cloud-based B2B software company has the potential to become much 
more immersed in operational metrics and more involved in business management. The 
company can follow the usage of the cloud solutions and can see usage patterns, subscription 
changes, and so on, as changes happen in real time. The real-time nature of the digital economy 
and cloud delivery model requires a deep change in the operating model of the finance function. 
Metrics based on how the product is used can be a highly reliable leading indicator for financial 
forecasting. For example, if a specific customer has doubled its active users, revenue for the 
upcoming subscription period is likely to double as well. Therefore, integrating usage metrics in 
financial management is vital in Horizon 2. 
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All software companies struggle with large backlogs and "technical debt." Cloud-based B2B 
software companies can make major leaps forward with respect to product development 
effectiveness. Knowing what modules are adopted first and what functions cause performance 
or functional issues, these companies can allocate R&D funds much more precisely and 
effectively than before. The planning processes can also be reiterated with much higher 
frequency than with on-premises software.  

The real-time nature of the digital economy and cloud delivery model requires a deep 
change in the operating model of the finance function. 

Figure 10 provides an overview of the digital milestones along the financial process in Horizon 2. 

FIGURE 10 
Digital Milestones Across the Finance Process in Horizon 2 

 

Source: IDC, 2020 

Horizon #3: Outcome-based Revenue Model 

In Horizon 3, the mature cloud solutions of the B2B software company can be priced in a new 
way — outcome-based. This means that the vendor assumes most of the risk and the buyer only 
pays when the desired business outcome has been secured. For the buyer, investment risk is 
greatly reduced thanks to the no-cure-no-pay model. For the software company, the upside lies 
in larger deals and a larger addressable market, as risk-averse buyers might only agree to 
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purchase under outcome-based conditions. Deals can be larger because the ability to charge a 
percentage of realized savings generates a significantly greater amount than the traditional per-
user–based cloud pricing. 

An outcome-based approach can result in larger deals and a larger addressable 
market for software vendors, as risk-averse buyers might only agree to purchase under 

outcome-based conditions. 

Outcome-based revenue models are not for all B2B software vendors, as at least two conditions 
must be met for outcome-based pricing to be feasible. First, the economic effect of the 
implementation must be measurable in a mutually agreed model. Savings can in many instances 
be calculated based on metrics in the implemented cloud solution. Second, the customer must 
agree to pass on a significant part of the software-induced savings to the vendor. This is more 
likely for non-strategic projects, such as automation of expense reporting, and less likely for 
strategic implementation, such as a demand forecasting solution. 

HR Transformation: Enterprisewide Employee Platform 

Moving to a business model in which revenues are determined by customer business outcomes 
requires fundamental changes in the company culture of a software vendor. It is a far cry from 
the days of perpetual license deals and deal-hunting sales reps. Instead, a customer success 
culture is needed, evolving around domain knowledge, business process acumen, and customer 
intimacy. This culture change in turn requires strategic initiatives in areas such as company-wide 
learning and agile approaches to performance reviews and recruiting.  

Figure 11 shows the transformation that the HR process needs to undergo to support an 
outcome-based business model. 
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FIGURE 11 
Digital Milestones Across the HR Process in Horizon 3 

 

Source: IDC, 2020 

 

Finance Transformation: Outcome-Based Finance 

In Horizon 3, the top line of the B2B software vendor is turned upside down. Instead of a steady 
flow of cloud subscription revenues, the top line is fueled by positive customer business 
outcomes. So, although a "sale" might be made, documented business outcomes are needed 
before the software vendor can invoice the customer. Financial planning therefore requires new 
metrics and new processes to forecast bookings, cashflows, and revenues accurately. 
Compensation models should change, as landing new customers is no longer the vital metric — 
successful customer business outcomes are.  

In Horizon 3, software companies reorganize financial planning, compensation, and 
reporting to support an outcome-based business model that is very different from 

traditional pricing. 

Figure 12 provides an overview of the digital milestones along the financial process in the 
context of an outcome-based business model. 
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FIGURE 12 
Digital Milestones Across the Finance Process in Horizon 3 

 

Source: IDC, 2020 

IDC believes this three-horizon framework to create digital road maps is an excellent guide to 
drive multi-stakeholder digital transformation. To realize the full potential of an organization, 
however, the road map should be adapted to each B2B software vendor's specific objectives. The 
graphic below provides an overview of IDC's recommendations to CFOs and CHROs and 
highlights the benefits their teams could realize by deploying the road map. 
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The Role of Digital Business Platforms in the B2B Software Industry Digital 
Journey 

IDC believes that traditional on-premises software priced with perpetual licenses will be almost 
completely overtaken by alternative licensing and deployment models within a few years. Today, 
almost half of software IP is delivered as software-as-a-service (SaaS) and this proportion is rising 
fast, approximately by 6% points annually (CloudShare ISV Survey, 2020: Executive Summary, IDC 
#US46795920). Major market disruptions such as the COVID-19 pandemic are expected to 
accelerate this transition to the cloud. Software companies that are late to embark on this 
fundamental change are likely to lose market share and relevance.  

IDC believes that traditional on-premises software priced with perpetual licenses will 
be almost completely overtaken by alternative licensing and deployment models within 

a few years. 

As B2B software products become cloud-based, the vendors of these products must reexamine 
every part of their organization. Cloud delivery of software implies changes across the company. 
Sales staff shift from being deal hunters to account managers; customer support becomes 
integral to product development; and product road map planning moves from years to months. 
Customer success management becomes a new key function, and ecosystems of key sales 
channels as well as partner and integration communities are formed. Financial performance 
management must be rethought and revolve around new key subscription metrics, such as 
average revenue per user, churn, annualized monthly recurring revenue, lifetime value, and 
customer acquisition cost.  
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The business digital platform will be the anchor for digital transformation across primary and 
supporting functions for software companies. The focus will be on developing and evolving 
cloud-based and outcome-based business models, to handle partner ecosystem transactions 
and economics and to enable continuous, agile, and real-time business operations.  

The business digital platform is a fully integrated technology architecture to support the digital 
transformation of the enterprise. In this model, core enterprise applications become an 
intelligent core that is fed by data "pipelines" from internal and external sources to enable real-
time interaction with the ecosystem. The intelligent core seamlessly connects back-office systems 
with front-office applications and automatically recreates business processes in real time. 

FIGURE 13 
The Digital Business Platform 

 
Source: IDC, 2020 

The digital business platform underpins and interweaves the totality of the business processes in 
an organization. In the context of supporting a B2B software business, this platform feeds the 
finance and HR processes with real-time data to enable the effective allocation of resources to 
support the needs of the hour in the organization. The digital business platform ensures product 
development and business operations across these supporting business processes, as well as 
standardization and automation. This will enable the transformation of the software company 
into an agile and responsive organization. The digital business platform is also the cornerstone 
to strengthen regulatory compliance and effective cyberthreat mitigation and data protection. 

The digital business platform underpins and interweaves the totality of the business 
processes in an organization. 
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Recommendations for B2B Software Companies' Digital Transformation 
Journey  

The digital transformation of B2B software companies will be essential for their sustainable 
business growth, and the role that the digital evolution of HR and Finance functions will play to 
support the organization throughout the three horizons will be paramount. To make this digital 
transformation successful, business leaders should address the following key points: 

 Use disruption to drive change in your organization. The 2020 pandemic may have 
exposed and magnified several operational inefficiencies and provided a robust incentive to 
push on with comprehensive, deep-reaching transformation initiatives. It has been a moment 
of truth, and the exposed weaknesses can be used to prioritize transformation initiatives 
according to risk and urgency.  

 Define a digital road map to address the prioritized transformation initiative. This 
should involve changes related to product development, architecture, organizational 
structure, new functions and job roles, new KPIs and business performance management 
approaches, as well as new changes to support functions and the software used by these 
functions.  

Track your progress through metrics and communicate your achievements to the 
company's stakeholders. Digital transformation is a multi-year process and can easily be 
trapped in power battles within the company or slowed by a lack of enabling action by top 
management. Therefore, effective change management, such as consistent and transparent 
measurements, regular interactions with top management (e.g., as part of the steering 
committee), and strong communication of purpose and concrete achievements is vital. 



     IDC #EUR146959820 Page | 22 

Creating Tomorrow’s B2B Software Leaders Through Holistic Digital Transformation Document Title 

 

 

 

About the Analysts 

 

 

 

MESSAGE FROM THE SPONSOR 

Workday is a leading provider of enterprise cloud applications for finance and human 
resources. Founded in 2005, Workday delivers financial management, human capital 
management, and analytics applications designed for the world's largest companies, 
educational institutions, and government agencies. Organizations ranging from 
medium-sized businesses to more than 20 of the Fortune 50 enterprises have selected 
Workday. Learn more: 

https://www.workday.com/  

 

Bo Lykkegaard, Associate Vice President for the Software Tracker, Public Cloud Services 
Tracker, and European Enterprise Applications research 

Bo Lykkegaard is associate vice president for the Software Tracker, Public Cloud Services 
Tracker, and European Enterprise Applications research. He focuses on the composition 
and developments of the broader Western European software market, in additional to 
detailed studies of ERP, CRM, HR, and payroll applications. Specific research areas include 
market analysis, competitive analysis, user case studies, end-user surveys, and software 
market splits by vertical and company size segments. In addition, Lykkegaard analyzes the 
impact of new trends, such as as-a-service, blurring between consumer and enterprise, 
and digitalization of business models and employee processes. Finally, he delivers 
consulting on custom market models, return-on-investment analysis in the software 
projects, and other topics. 

 

Stefano Perini, Senior Research Analyst, European Customer Insights & Analysis 

Stefano Perini is a senior research analyst for IDC's European Customer Insights & 
Analysis team. In this role he develops both quantitative and qualitative vertical markets 
research on IT strategies and takes part in consulting and forecasting activities. 
Furthermore, he is the European Lead for the IDC Security Spending Guide and IDC 
Service Provider Black Book, and the co-lead of the IDC European Quantum Computing 
Launchpad. 



 

 

About IDC 

International Data Corporation (IDC) is the premier global provider of market intelligence, 
advisory services, and events for the information technology, telecommunications, and 
consumer technology markets. IDC helps IT professionals, business executives, and the 
investment community make fact-based decisions on technology purchases and business 
strategy. More than 1,100 IDC analysts provide global, regional, and local expertise on 
technology and industry opportunities and trends in over 110 countries worldwide. For 50 years, 
IDC has provided strategic insights to help our clients achieve their key business objectives. IDC 
is a subsidiary of IDG, the world's leading technology media, research, and events company. 

IDC UK 

5th Floor, Ealing Cross, 
85 Uxbridge Road 
London 
W5 5TH, United Kingdom 
44.208.987.7100 
Twitter: @IDC 
idc-community.com 
www.idc.com 

Global Headquarters 

5 Speen Street Framingham, MA  
01701 USA 
P.508.872.8200 
F.508.935.4015 
www.idc.com 

 

Copyright and Restrictions  

Any IDC information or reference to IDC that is to be used in advertising, press releases, or promotional 
materials requires prior written approval from IDC. For permission requests contact the Custom Solutions 
information line at 508-988-7610 or permissions@idc.com. Translation and/or localization of this 
document require an additional license from IDC. For more information on IDC visit www.idc.com. For 
more information on IDC Custom Solutions, visit 
http://www.idc.com/prodserv/custom_solutions/index.jsp.  

Copyright 2020 IDC. Reproduction is forbidden unless authorized. All rights reserved. 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




