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Amazon Business is a top 20 B2B distributor – something it accomplished in just 
three years’ time after its launch in 2015.
In September 2018, Amazon announced publicly that Amazon Business had reached 
more than $10 billion in annualized sales. The made it roughly the 16th largest B2B 
distributor in the U.S., just behind Grainger, its biggest competitor in the industrial 
distribution market.
Unlike most of its competition, Amazon’s marketplace is spread across a wide variety 
of different verticals, like industrial equipment and materials, hardware, electronics, 
healthcare, dental and more. Its impact is also unevenly distributed. Amazon Business 
has yet to fully enter some industries, like chemicals and metals, leaving room for 
traditional leaders in those verticals to get ahead of Amazon.
So where is Amazon Business having the biggest impact today, and where are there 
opportunities to strategically compete with the tech giant? Over the course of 21 
months, we tracked the growth of Amazon Business third-party sellers across various 
product categories. By analyzing the number of sellers in each product category, we 
gained insights into which categories are gaining more traction than others.
We found that Amazon’s catalog is largest in verticals with many light weight and 
small products such as industrial supply, automotive, tools, hardware, and lighting. 
That makes sense, because Amazon’s logistics infrastructure excels at shipping small 
products. However, Amazon lags behind in categories that include heavy equipment 
like trucks and dollies in material handling and strangely shaped and large products 
such as mesh or plastic sheets in raw materials. 
As of March 2019, Bank of America analyst Justin Post projected that by 2021 the 
market for eCommerce B2B will reach $1.4 trillion. What’s more, he also estimates 
that by 2021 Amazon Business will capture 10 percent of the B2B market in the U.S.
Unless B2B distributors fight back. 
In this report you’ll find unique, in-depth analysis of where Amazon Business is 
already growing quickly and what markets it’s just beginning to enter. If you want 
to understand how Amazon Business is going to impact your distribution business – 
and more importantly, how you can fight back – you will want to read on.

Alex Moazed
CEO of Applico
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AMAZON GOES 
BIG IN B2B
In September 2018, Amazon announced that it reached $10 billion in annualized 
sales on its B2B marketplace. We had already predicted that figure four months 
prior. Amazon Business’s growth rate in key areas like industrial products made it 
clear to us that Amazon Business had already reached the scale of all but the top 5 
B2B distributors. Based on our analysis, we estimated that Amazon Business’s sales, 
which were not disclosed in financial statements, would reached $10 billion in annual 
sales in 2018.

Note that Amazon measures its marketplace’s sales through a unit called Gross 
Merchandise Volume (GMV), which totals the product sales on Amazon Business’s 
marketplace, the majority of which are from third-party sellers. In short, for a 
marketplace sales do not equal revenue. So while Amazon’s GMV isn’t a direct 
comparison to distributors’ annual revenue, the metric does give a sense of Amazon 
Business’s impact on the B2B distribution market.

And that impact is significant.

Since then, Amazon’s B2B marketplace has only continued to grow. What’s less clear 
is which categories are growing fastest. At the end of 2018, we rebooted our Amazon 
Marketplace Tracker (see box below) to shed some light on which categories Amazon 
has focused on.
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Amazon’s 5 largest product categories are 
industrial, automotive, tools, hardware, and lighting.
 
What do they have in common? Many small, lightweight items that are easy to ship.

B2B distributors with existing eCommerce stores should put up digital curtains to 
protect pricing data from Amazon’s price scraping bots.

Small B2B distributors who sell on Amazon should also sell on startup 
B2B marketplaces that compete with Amazon. categories

Large B2B distributors in...
Threatened verticals: band together to build a marketplace to compete with Amazon
Not-yet threatened verticals: build/buy a marketplace to quickly build a moat

Amazon’s 2 smallest categories are raw materials and material handling.
What do they have in common? Many bulky, large items that are difficult to ship. 
These categories both had 27% growth in 2018.

CHEAT SHEET
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So how did Amazon Business do in 2018?

In total, the number of sellers on the marketplace grew by 19.5%. However, when 
we looked into each vertical more carefully, we found that growth and volume 
varied significantly by category. By analyzing the growth and volume of sellers, we 
discovered where Amazon Business is flourishing, lagging behind, and where it is 
focusing its growth efforts.

Applico’s Amazon Marketplace Tracker
In March 2017, Applico launched its Marketplace Tracker to comb through 
Amazon Business’s product catalog and record the number of sellers in each 
product category. Based on that data and Amazon’s financial reports, we 
estimated that Amazon Business’s sales would hit $10 billion in 2018, which 
it did.

The data collected represents the number of sellers, and not sales or product 
volume. Actual sales growth numbers for Amazon Business are likely to 
be much higher. Some sellers will sell lots of products while many will sell 
only a handful. This uneven distribution is common in any marketplace, but, 
in general, looking at the growth in sellers is a strong proxy for Amazon 
Business’s growth and an indication of in which industries Amazon is focusing 
its efforts.

AMAZON BUSINESS’S GROWTH IN 
ONE YEAR
Amazon’s total sales doesn’t tell you much about where Amazon Business is focusing 
and making gains. To that end, we’ve compared our Amazon Marketplace Tracker 
data from late 2018 and early 2019 to see how the number of sellers on Amazon 
Business expanded in 2018. 
We wanted to see how much Amazon’s B2B marketplace had grown in just one year 
and which verticals were seeing the biggest growth. Given that B2B is a broad sector, 
we focused our analysis here on industrials and related categories.
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To best understand the state of Amazon Business, we looked at the combined growth 
and volume data. For example, automotive only grew by 7.8%, but this shouldn’t 
reassure distributors in the automotive vertical too much, as it’s already one of the 
largest categories for Amazon Business. 

In terms of number of sellers, automotive was the third largest category. The 
following graph isolates the three largest categories by number of sellers: automotive, 
industrial, and tools, which grew by 7.8%, 30.4%, and 22.3% respectively. In each of 
these categories, the number of sellers reached a local maximum in August 2017 
and then cratered, suggesting that Amazon purged sellers who weren’t meeting 
marketplace rules and standards (for example, counterfeit sellers). Since then, each 
category has seen steady upward growth, with the industrial category seeing the 
most growth.

Industrial, Tools and Automotive
Raw Materials Material Handling Janitorial Safety Lighting Hardware Automotive Tools Industrial
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Also of note is what these three major categories have in common. They are largely 
comprised of small to medium parts that are easily shipped to buyers. Material 
Handling and Raw Materials are among Amazon’s smallest categories by number of 
sellers, which makes sense given the larger size of the products, such as pallet trucks. 
These large, bulky items don’t fit Amazon’s traditional distribution infrastructure as 
well as the smaller, pack-and-ship type items that comprise a large part of the bigger 
product categories.
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All in all, Amazon has significantly expanded the depth of it’s third-party marketplace 
in 2018 in the industrials sector. In future analysis, we will look at other verticals 
Amazon has focused on, such as healthcare and dental supplies. These two categories 
are more nascent compared to industrials, but Amazon has been focusing on growing 
them at a rapid pace.

For example, let’s compare the volume of material handling and raw materials to 
hardware and lighting, where products are much smaller, easier to package and ship, 
and heavily commoditized. As you can see when looking at both charts, hardware and 
lighting has significantly more sellers than either of the heavier product categories. 
Nonetheless, despite the challenges of sending bulky and awkward to ship products, 
Amazon has focused on solving those issues and growing its raw material and 
material handling offerings. In 2018, both categories grew (in terms of number of 
sellers) by just over 27%.
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AMAZON BUSINESS’S GROWTH 
OUTPACES B2C AND AWS
Looking at the data, it’s clear that Amazon Business is growing quickly, even after 
hitting the $10 billion mark.
It’s also worth comparing the growth of Amazon Business to Amazon’s other major 
revenue streams. According to the Motley Fool,

Of course, this comparison isn’t entirely fair. In its early days, Amazon’s B2C 
marketplace was changing the way people buy and sell things online, and Amazon 
was not yet a household name. Amazon Business had a head start. By the time it 
launched in 2015, the company was among the largest in the world, a household name 
and trusted brand, and it had already built up a formidable logistics infrastructure 
that could rival even the largest B2B distributors. 

This is exactly why B2B distributors are right to be worried about Amazon Business. 
The good news is that despite this impressive growth, traditional distributors have 
time to adapt to the market with Amazon in it, and thrive on their own terms.

However, the bad news is that Amazon’s impact on your business is likely to grow 
significantly in the years ahead. Amazon Business’s initial strategy in B2B was to 
focus on tail spend. It positioned itself as the marketplace for everything else that 
your existing distributors couldn’t provide. However, now that Amazon has a strong 
foothold in many of these markets, you can expect it to start competing more head 
to head with traditional distributors over the next few years. 

So if you’re in an area where Amazon Business is growing quickly, what should you 
do? Next we’ll look at how large B2B distributors can compete successfully in the 
age of Amazon.

“It took seven years for Amazon's consumer marketplace to go from $1 billion to $10 
billion, and Amazon Web Services [which launched in 2006] didn’t hit $10 billion in 
revenue until 2016.”
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Like all good strategies, a competitive strategy against Amazon Business needs an 
offensive and defensive front. The strategy we outline in this paper is aimed at large 
B2B distributors who have the market share, infrastructure, and resources to invest 
in a competing marketplace – though not necessarily by building their own, more on 
that below. 

For small and medium B2B distributors, coping with Amazon Business may rely on the 
old maxim “If you can’t beat ‘em, join ‘em.” However, sellers in this position should 
join as many B2B marketplaces as possible, including those owned by traditional 
rivals. 

Why? Amazon’s marketplaces (like all platform businesses) have two customers: 
buyers and sellers. Amazon is already competing with other distributors for buyers. 
However, Amazon isn’t yet competing with many other marketplaces for the best 
sellers – this is especially true of its B2B marketplace. Thus, the more B2B marketplaces 
that thrive in the market, the more Amazon will be forced to compete on fees and 
add-on services to retain the best sellers and thereby the best catalog. 

THE B2B PLAYBOOK: 
COMPETING IN THE AGE OF 
DIGITAL MARKETPLACES
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THE OFFENSIVE STRATEGY: 
CREATING A RIVAL MARKETPLACE
Without a doubt, the best way to take on Amazon is by building a rival marketplace. 
In fact, that’s what Walmart has been doing in B2C despite giving Amazon a 24 year 
lead. In our white paper Walmart vs. Amazon and the Coming Digital Duopoly we 
described how it wasn’t until Walmart built an open marketplace that it started 
gaining traction in eCommerce against Amazon. 

Prior to the emergence of a strong Walmart marketplace, Walmart had an eCommerce 
store that sold Walmart’s inventory. It couldn’t hold a candle to a marketplace’s 
platform business model that grows as shoppers are attracted to the wider offering 
of products from a seemingly limitless list of sellers, and sellers are attracted to the 
growing number of buyers. Walmart’s wholly-owned inventory, despite being among 
the largest in the world, paled in comparison to Amazon’s marketplace catalog. 

The ride-hailing market has a great example of supply-side competition between 
platforms Uber and Lyft. For a while, Uber was the lone winner of the ride-hailing 
app market and could pay drivers as little as drivers could bear. When Lyft entered 
the marketplace, it undercut Uber on both sides of the platform – drivers and 
passengers. It offered drivers better pay, insurance deals and other perks. Uber was 
forced to follow suit to stay competitive. 

That’s why small and medium B2B distributors would benefit greatly if Amazon were 
competing with at least a second, large B2B marketplace.

However, for large distributors, selling on Amazon is a big risk. You’re handing over 
your customer relationship and data to Amazon. Short term, you may see a boost in 
sales, but long term the commoditization risk is too big to ignore. 
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INDUSTRY-WIDE 
COLLABORATION
The first strategy requires old rivals to embrace each other as partners. There’s no 
Walmart-sized distributor in B2B that has a comparable presence across multiple 
industries. B2B distribution is much more fragmented. Without sufficient market 
share, it’s more difficult for a distributor to start its own marketplace successfully. 
Therefore, multiple large B2B distributors in different verticals could band together to 
build a marketplace – or buy an existing startup B2B marketplace and quickly scale it. 
Doing so would ensure that the marketplace starts with a strong catalog of products 
in different verticals, has good regional coverage, and has enough resources to get 
it through the startup phase.

The B2B industry would not be the first in which traditional rivals banded together 
in an offensive strategy against a platform startup. In the finance industry, over 30 
banks including Bank of America, Wells Fargo, and JP Morgan Chase banded together 
to create Zelle, a platform payments solution that makes it easy for users to process 
payments and transfers. Zelle was created in 2017 to compete with Venmo, the peer-
to-peer payment platform owned by Paypal. By July 2018, Zelle has surpassed Venmo 
in payments volume.

And decades earlier, banks similarly banded together when faced by the emergence 
of credit card companies like Diner’s Club and American Express – some of the 
earliest payment platforms. The result was Visa and Mastercard, which even today 
continue to dominate much of the payments space. 

In B2B, there’s a similar opportunity to overcome industry fragmentation by banding 
together to create a dominant marketplace.

“The largest B2B distributors in different verticals should band together to build 
a marketplace. Doing so would ensure that the marketplace starts with a strong 
catalog of products in different verticals, has good regional coverage, and has 
enough resources to get it through the startup phase.”

Today, Walmart has both built its own marketplace and acquired Jet.com, a B2C 
marketplace that competes with Amazon in urban, millennial markets. Walmart’s 
eCommerce sales grew by 43% in 2018, and after more than 20 years, it’s finally 
emerged as the number two challenger to Amazon in eCommerce. 

Large B2B distributors can learn from Walmart’s strategy, and avoid some of its early 
missteps. There are several ways to go about investing in a competing marketplace.
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A SPECIALIZED B2B MARKETPLACE

DON’T START FROM SCRATCH

Alternatively, a very large B2B distributor can build a specialized marketplace 
focused on its specific vertical without the help of a partner. Niche marketplaces in 
B2C such as Farfetch (luxury fashion) and StockX (collectible brand sneakers) do well 
when they focus on a particular customer segment. In B2C, retailers who focus on 
particular cultural niche or product category differentiate themselves from Amazon’s 
everything store. 

This trend is not historically new. Speciality retailers emerged as a response to the 
big box stores during the last big retail disruption. The rise of specialty marketplaces 
mirrors this dynamic in the modern digital context. There are similar opportunities 
in B2B which a savvy distributor can exploit. 

B2B distributors in verticals not yet dominated by Amazon, such as material handling, 
are better positioned to create a specialized marketplace. 

There already exist several startup B2B marketplaces that would thrive if bolstered 
by the resources, supply-side connections, and customer relationships of a large 
company. We compiled a landscape of B2B marketplaces as a starting point for 
distributors looking to buy an existing marketplace.

In B2B, the eCommerce transformation is still in its early days. Building a marketplace 
is still possible in many B2B industries. However, if there’s a strong existing startup 
in your industry, an acquisition can help jumpstart your growth and give you a 
headstart against Amazon and others.
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THE DEFENSIVE STRATEGY: 
IS AMAZON SCRAPING YOUR 
ECOMMERCE SITE?
The data we’ve shared with you in this whitepaper came from our analysis of Amazon 
Business’s seller listings. Amazon has entire teams dedicated to scraping the listings 
of distributors in both the B2C and B2B industries. If you have an online catalog, 
whether an single-vendor e-store or a marketplace, there’s a good chance Amazon 
is scraping it. 

In retail, this shadow competition for information is already well known. Winning this 
data Cold War can be a major advantage. Amazon and Walmart employ thousands 
of product analysts and engineers dedicated to compiling product and pricing data. 
Walmart scrapes Amazon, and vice versa. 

In fact, in January 2017 Amazon figured out a way to block Walmart’s bots from 
scraping their marketplace for several weeks. During this time, Walmart’s pricing 
strategy was running blind. Walmart (like all major online retailers) relies on 
competitor pricing data to adjust its listings in real time. Failing to adjust pricing 
could translate into lost sales. Amazon’s success in blocking Walmart’s bots threw 
Walmart’s pricing algorithms for a loop, effectively undercutting its competitor for 
several weeks. 

As Amazon expands into B2B, distributors need to look at their digital assets and test 
them for signs of scraping. It will be worth the investment to put in digital curtains 
to thwart scraping bots. Distributors should also set up operations to gather more 
competitive pricing data. Even many large distributors today have surprisingly little 
information on what competitors are charging for similar products. 

The best way to acquire pricing data, of course, is through a marketplace. Amazon’s 
third-party marketplace gives it a God’s-eye view of what is selling and for how much 
across every industry it operates in. This data gives it an enormous advantage in 
deciding which industries and which products it should focus on, and which it should 
leave to third parties. 

By investing in a marketplace, a B2B distributor can create a major competitive data 
advantage over its competitors. The marketplace model not only gives you a strong 
competitive moat against Amazon, but it also gives you a leg up over your existing 
competition – one that’s not easy for them to replicate. 
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