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EDITOR'S COMMENT

Previous New Years may have been a
fime to relax after the vigours of the
Christmas push and the ensuing
destocking of the sales, but forecasts
continue fo be uncertain for retfail as we
enter the new year.

Many retailers sold well over the
Christmas season with UK retail sales up
4.2% on December 2008 according fo
the British Retail Consortium. Non-food
non-store sales, which include internet,
mail-order and phone sales, were 26.5%
higher than a year ago.

The cold weather and snow didn’t
deter shoppers from hitting the sales -
even though there wasn't the large
levels of stock to clear compared to last
year. However, while December’s results
show the growing importance of the
post-Christmas frading “they are unlikely
to be indicative of the trend for the rest
of the year," comments Helen Dickinson,
Head of Retail at KPMG.The scale of the
public sector deficit poses a threat to
any shoots of recovery fuelled by
uncertainty over taxation and public
sector job losses

In this issue we look at some of the
trends for ecommerce in 2010; what
does the customer look like and how is
their behaviour changing, how will
social media evolve, why delivery is key

o keeping the promise and how mobile,

multi-channel integration and
replatforming for growth will impact IT.
Wherever January 2010 finds you, all
at IR Towers wish you a T
happy. healthy and 3
prosperous year.

Emma Herrod
Editor
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10 YEARS
FOR DOMINO'S

Domino’s Pizza is celebrating ten years of online ordering
in the UK and has announced that the internet now
accounts for 27% of its delivered sales. Online sales for the
past full year amount to £65.9m.

To celebrate this milestone anniversary, Domino’s has
launched a Pizza Tracker and an iPhone ordering app.

The Pizza Tracker has been available in the US since
January 2008 and will allow web customers in the UK and
the Republic of Ireland to see exactly where their pizza is
at any time prior to delivery. Customers using the tracker
can see a changing display that shows when the order
has arrived at the store, when it is in the oven, when it is
ready for collection or on the road and when it has been
safely delivered and the driver is back in the store. The
company says the tracker takes the angst out of those
customers who have to know that their order has been
received, cooked and dispatched.

The free iPhone app has all the functionality of Domino’s
traditional online ordering. The company already operates
an order by SMS service.

Sales and Marketing Director Robin Auld comments:
“Yet again, we are leading the way for technophiles with
the Pizza Tracker. Having had online ordering for some 10
years now, we need to offer something new and exciting
for our web customers - and the Pizza Tracker is the
ultimate toy for web-based control freaks! At the click of a
mouse you can see exactly how near to delivery your
pizzais.”

Through its primarily franchised system, Domino’s Pizza
operates 582 stores in the UK and the Republic of Ireland
and one mobile unit.

FOOD AND BEVERAGE - BRANDS AND MANUFACTURERS, RANKED BY VISITS

Source: Hitwise UK

Group.”

HIGH STREET RETURN
FOR WOOLWORTHS?

Woolworths could be about to make a return to the high
street, this time as a franchise business backed by the
buying power of Shop Direct group, the new owners of
the Woolworths brand name who successfully
relaunched the business online in 2009.

“In the new year, we will consider approaches from
interested third parties,” says Mark Newton-Jones, chief
executive of Shop Direct, inThe Times."We believe it
could be a successful chain of up to 200 stores,
supported by the buying power of the Shop Direct

In February, Shop Direct paid £7 million for the
Woolworths brand name and the Ladybird childrenswear
brand.The Woolworths.co.uk website was relaunched in
June, with a tighter product mix than the old Woolies
that excludes homewares and hardware.

SOCIAL NETWORKING
CAPTURES ADVERTISING

Social networking sites account
for more than 25% of UK online
display ad impressions,
according to comScore’s Ad
Metrix.

Of the 13.8bn display ad
impressions in August 2009,
telecommunications brands
were the heaviest advertisers.
Retailers ranked second with
753m display ad views,
followed by banks, tfravel and
entertainment brands such as
Sky and Sony.

Teen content advertisers like
Habbo and NHS-owned
TeenlLifeCheck delivered the
highest proportion of their ad
impressions in the social
networking category at 37.3%.
Online dating advertisers
(33.8%) and retail advertisers
(30.1%) also delivered an
above average proportion of
their ads in the site category,
according to comScore.

While ad delivery skewed
somewhat younger than
average, all age segments
were reached with a notable
percentage of display ads. The
15-24 year old age group were
the highest indexing age
segment, but those between

the ages of 25-44 received ads
at a slightly higher than
average rate. Visitors aged 45
and older received ads at a
lower than average rate. Each
of the five age segments
accounted for at least 15% of
the category audience and
10% of ad impressions.

“"CPMs on social networking
sites have traditionally suffered
relative to other content
categories, in part because of
the perception that much of
the audience are younger
consumers with lower spending
power,” said Mike Read,
comScore Managing Director,
Europe. "However, these data
suggest that every
demographic segment is
reached via social networking
sites and that no particular age
segment accounts for an
overwhelming percentage of
ads delivered. Given the overall
reach and volume of ads
delivered on social networking
sites, brand advertisers who
ignore this channel may be
missing a significant opportunity
and enabling their competitors
to gain a dominant share of
voice in the channel.”

january.2010



DOT COM ONLY FORTESCO

Tesco is to build a new dotcom
fulfilment store to reduce the
impact of its online operation on
busy stores and the space
constraints for van numbers in
particular geographic areas.

The latest Dot Com Only Store
(DCOS) will open in Greenford, in

At the start of the day, order
details and van schedules are
downloaded from the Tesco host
to the control system developed
by Vanderlande Industries.

Staff pick products from shelving
intfo plastic customer order crates
held on trolleys. Each picker can

North West London, in 2010 and
operate in the same way as the
existing DCOS which has been in
operation in Aylesford since 2008.

The dedicated facility will
process orders previously
processed in supermarkets in the
area. Stock in the dedicated
‘store’ is laid out exactly like a
supermarket except that the
only ‘customers’ are order
picking staff.

90 MINUTE DELIVERY

pick up to six customer orders
simultaneously. Completed orders
are then taken to a manually
loaded infeed line which takes
the crates to a consolidation
buffer mounted on a platform.
Each order remains here until a
predefined time when it is
released to the loading area and
a specified delivery van. Crates
are sorted and loaded in reverse
drop sequence.

An innovative delivery service which gives shoppers the option to receive their
order within 90 minutes of purchase has been launched in the London area.
Shutl also enables shoppers to select a one-hour delivery window at any point
in the future, 24 hours a day, seven days a week.

Shutl uses a technology platform that automatically connects retailers with
local same-day courier companies.The platform aggregates capacity across
these carriers into a web service which, in turn, links into retailers’ ecommerce
platforms. For each order, Shutl picks the best carrier for each delivery and the
selected carrier then collects the purchase from the consumer’s local store and
delivers it straight to the customer’s home or office.

In most cases, says the company,“Shutl delivery is comparable to the cost of
standard multi-day delivery. In many cases, it will be cheaper and can even be
offered to the consumer free of charge.”This is possible because:
= For many deliveries, same-day couriers are more cost-effective than the
standard multi-day carriers that retailers currently use.
= Shutl is able to benefit from volume discounts on carriers’ standard pricing.
= Shutl lets courier companies sell their short-term spare capacity, which can
allow prices below those which would normally be viable.

The service will roll out across the UK over the coming year starting with a
number of retailers’ London stores in the first quarter of 2010.

In other delivery news — DHL has sold its UK domestic parcel business to
Home Delivery Network.
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FASHION ORDERS
UP MIXMATCHME

Fashion retailer Boden has seen significant
improvements in conversion rates, average
order values and items per order since
adding the MixMatchMe application to its UK
and US sites in April.

MixMatchMe presents consumers with a
model that they can ouftfit and accessorize so
they can see how items go together before
they purchase. The software can be
infegrated into the retailer’s site as a white
label product — Boden calls their
implementation *Outfit Maker” — or products
can be offered through the new
MixMatchMe.com site on an affiliate basis.

Custom photography in a controlled
environment and image manipulation is
required to prepare pictures of garments for
use with the visualisation tool, but
MixMatchMe’s MD Mario Faure told
InternetRetailing.net that, for a typical 300
items, it takes around a week to collect,
photograph and return the clothes to a
brand. Another week sees the necessary
retouching complete, and within three weeks
all the images and product data are loaded
onto the system and ready to go.

“We are really encouraged by the impact
to our bottom line and have received a lot of
positive feedback from our customers — so
much so that we’re featuring the whole of
our Autumn/Winter women’s collection on
the MixMatchMe outfit builder.” says Sarah
Blair Gould, Head of Ecommerce at Boden.

French Connection has also implemented
the firm’s white label solution, and went live
with their outfit builder in June. “We wanted
to engage more with our customers by
providing them with a useful fool which
supports them in their buying decision in a fun
way,” says Jennifer Roebuck, the retailer’s
Head of Ecommerce. “The reaction to the
MixMatchMe application has been great!”

MNP provides Lakeland with order management software that lifts th
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GROWING PAINS:
ETAILING IN THE
NOUGHTWEENS

As the Noughties recede and the Noughteens approach,
retailers are caught in the uncomfortable transition zone - the
'Noughtweens', if you will. lan Jindal ponders an appropriate

bearing for retailers in these turbulent times.

THE NOUGHTIES were rollercoaster
years. From the exuberance of the dot-
com bubble, to its subsequent crash
alongside the global shock of the 9/11
attack, rising from 2005 on asset-backed
consumer euphoria and hitting a wall at
the end of 2008 in the reverberations
from the global financial crisis.

The steady growth of the ecommerce
channel in 2009 signals both its maturing
as a valid option in the customers’ eyes
and the growing capability and
professionalism of the channel within
retail. We have an increased
understanding of the channel's role: it's
an orthodoxy that cross-channel
customers are worth more and that the
web acts to set preferences and aid in-
store purchasing. It is more than a price-
led, acquisition-oriented place for
wham-bam rapid conversion.

For the last decade, however, we in
ecommerce have had (speak it quietly) a
relatively easy time. Within established
retailers we've been able to emulate our
elders, as it were, in store and
appropriate from the digital pure-players
at the same time. Our stock's been
bought for us, the brand's been created
for us, the logistics and operations largely
existed. Our job was to assemble these
components, jam on a more or less
functional web interface and sprinkle
some design magic, PPC and a touch of
promotional carrot. Kapow!

In 2010 the world's much less simple.
One of the traumas of the teen years is
realisation that childhood's receding while

adulthood is neither as easy nor as
attractive as once it seemed. This,

in the Noughtweens, is where ecommerce
stands. Our easy growth is not quite over,
but - as a result of our success - we're no

longer marginal, precocious and separate.

We have to play a full part within the
multichannel business - maintaining our
own contribution while contributing
actively to the success of the overall
business.

If our Boards and colleagues are
making demands, then so too are our
customers. No longer willing to stick
within our channels, they insist on cross-
shopping (in-store collection, expanded
product information in-store, extended
ranges, more phone-based support and
contact, evermore demanding research
and information - and on top of that they
want us to engage via social media and
quasi-publishing activities). Our early
mastery of 'analytics' now bites us since
we're a natural home for the onerous
"single view of the customer" projects,
aggregating in-store baskets with newer
behavioural metrics and satisfaction
measures... Our colleagues expect the
same level of expertise and innovation
we've shown over the last decade to be
applied to brand engagement, customer
development, supplier development, new
commercial sales approaches - not to
mention the KPIs, metrics and business
operating models to support these
changes. We are expected to lead across
the whole of our business.

In parallel we need to understand and
emulate the bravery and conviction of our
buyers and sourcing colleagues who take
risks to create trends and products for
our future customers; the daring of our

Estate planning colleagues who invest in
new stores and centres through market
turmoil; the care and skills of our front-
line colleagues serving customers directly
and exposed while we twiddle an
algorithm in the comfort of Head Office.

In the Noughtweens we'll see major
restructuring to align the rhetoric with new
cross-channel organisation. Ecommerce
teams will be under pressure to be
multichannel and to maintain margin.
Customers become more demanding, and
staff demand career development beyond
just 'being in ecommerce'. Finally, there'll
be no sympathy for underperformance of
our activity since our Boards increasingly
see core ecommerce operations as a
'solved problem’'.

My previous Chairman commented to
me that there's only ever a 'gap in the
market' for "those with sharp elbows -
and the willingness to use them". In the
Noughtweens ecommerce leaders will
emerge, over and above ecommerce
professionals, who will establish a new
place for ecommerce within multichannel
retail - synthesising learning from
traditional retailing while extending new
skills beyond their own teams into the
business as a whole. The process is
certain to be difficult and no doubt
unpleasant in parts, but by the time we
emerge from the '"Tweens and ‘Teens we'll
have laid the basis for future
performance.

Internet Retailing will be reporting,
provoking and helping along the way, and
to all of our readers (leaders,
professionals, colleagues, all) we wish
every success and happiness in 2010.

january.2010
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POWERED BY SERVICE

Emma Herrod speaks to Jane Judd, Senior Manager, Customer Loyalty Team, at
Zappos.com about how the US shoe retailer manages to put shoppers first.

THE CUSTOMER may be king but for many

retailers good levels of customer service are still a
goal rather than an inherent part of their company
culture. John Lewis is often cited as the exemplar of
customer service in the high street, while Dell is the
online retailer with the social networks to envy and
the proven ROI from Twitter et al to applaud.

The thought of allowing customer service
representatives to do what they like with no time
limits on calls or need tfo refer matters to a manager
would make most chief executives shudder. In fact,
many still fremble at the mere idea of a Twitter
account, let alone setfting one up for every employee
with no company guidance other than telling them
to use their own judgement. But this is exactly what
US shoe retailer Zappos has done, and it is this type
of employee empowerment which it credits with its
success. Jane Judd, Senior Manager of the firm’s

Customer Loyalty Team, says it simply tells employees
“fo use your judgement and remember that you are
representing Zappos”.

Stories abound about how Zappos employees
have ‘wowed’ customers and gone that extra mile.
One blog post made it particularly famous, as Phil
Buxton reported in Internet Retailing in March last
year.A lady decided fo order eight pairs of shoes in
various sizes in the hope that some might fit her
mother, who had become ill and lost weight.Zappos’
no-cost returns policy made this possible. After
delivery, she called the company to say she would
return all but two pairs.

Two weeks later, Zappos rang fo check if everything
wass okay since the 14-day free returns period was
nearly up and no shoes had been received.The
answer was a sad one: her mother had died and she
hadn’t got round to sending them back, but she

january.2010



THE ZAPPOS CORE VALUES

1. Deliver WOW Through Service

2. Embrace and Drive Change

3. Create Fun and a Little Weirdness

4. Be Adventurous, Creative, and Open-Minded

5. Pursue Growth and Learning

6. Build Open and Honest Relationships With Communication
7. Build a Positive Team and Family Spirit

8. Do More with Less

9. Be Passionate and Determined

10. Be Humble

would do so very soon.*Don’t worry,” replied Zappos,
“we’ll send UPS to collect them.” That day, the
collection was made.The next, a basket of flowers
arrived on her doorstep offering condolences.

That lady also happened to write a blog. Her
subsequent post,'l heart Zappos’ has since been
viewed by millions.

Another tale centres on the Zappos employee who
received an out-of-office reply telling them a customer
was in training for a fundraising run for a cancer
charity.The rep sent the customer a handwritten card
wishing them the best.The customer was amazed
since even her friends and family had not
acknowledged what she was doing. She is now a
lifetime customer and advocate of Zappos.

How many other companies even open out-of-
office replies, let alone read them? But Zappos has a
good reason for checking each one, as Judd

CUSTOMER SERVICE: THE ZAPPOS WAY...

What customers first
see on Zappos’
website?

their order?

1 Fast, accurate fulfilment.
1 Great selection

1 Easy to navigate
website

every order is upgraded to
overnight shipping.

1 24/7 800 tel number
on every page of the
site. above and beyond what the

customer expects.

1 Free shipping

1 Occasionally customers are

0 Free return shipping

1 365-day return policy

What customers experience after

I Most customers are ‘surprised’— as

1 We want to make sure that our
service is friendly, helpful and is

directed to competitors’ websites to
help them find the item they want
to buy if Zappos doesn’t have it.

INTERNET RETAILING

explains: “"We get a lot of those and they are
screened to make sure it is an out-of-office response
and not someone wanting assistance.”

According to Judd, customer service is at the heart
of everything Zappos does and stands for. It offers a
24/7 service line so customers can reach them
whenever it suits them - although around 90% of
customers do self-serve online. If it doesn’t have an
item in stock the customer service representative will
search up to three competitor sites to find the item for
the shopper.

The company considers itself to be ‘powered by
service’ and Judd says that internally “we have a
saying that Zappos is just a service company that
happens to sell shoes”.

She adds: "We do feel that we are a service
company and we should be able to sell anything.
Currently we sell clothing, shoes, handbags, eyewear,
watches (and eventually, hopefully, a bunch of other
things).”

Being able fo sell anything also means selling
everything in the product areas it covers.The Zappos
site includes 1,200 brands and more than 200,000
styles totalling over 900,000 unique Universal Product
Codes (UPCs).With 100% of products inventoried with
no drop shipping - "it's all realtime inventory,” says
Jane - this adds up to 4m items in the warehouse.

As part of the company’s ethos ‘to provide the best
online shopping experience possible’, it offers free
shipping. It then turns around orders in four hours,
upgrading each one to next-day delivery so the

INTERVIEW

customer receives their items sooner than they were }

ESTABLISHING A PERSONAL EMOTIONAL CONNECTION WITH THE CUSTOMER

What we do to establish a personal
emotional connection?

Manage call centre differently

0 No call times — personal service level.

0 No scripts.

1 No sales-based performance goals for reps.

Manage fulfilment differently

1 Run warehouse 24/7

1 Inventory all product (no drop-ship)

Manage culture differently

1 Interviews and performance reviews are 50%
based on core values and culture fit.

1 Five weeks of culture, customer service and
warehouse training for everyone in Las Vegas
learning to pick, pack and ship.

1 Offer $2,000 for trainees to quit.

1l Culture book.

www.internetretailing.net
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expecting. Added to this are free returns and a cash-
flow-shuddering 365-day returns policy.

Before holding your head in horror and imagining
the influx of post-Christmas party returns or last
season’s tfrainers and muddy wellies - or reading the
140-character account of what warehouse staff get
up to in the middle of the night, or how the customer
service reps chat to their friends on the phone -
remember that these policies work for Zappos.

Its happy customers keep coming back for more,
spending everincreasing amounts with the
company and recommending it fo anyone who'll
listen. More than 3% of the US population has bought
from Zappos - that's 9.9m customers. Of these, 4.1m
have made a purchase in the past 12 months. Judd
says that on any given day about 75% of purchases
are from returning customers who go on to order
again more than 2.5 times in the next 12 months.

“Customers come back, order more and order
more often. Repeat customers have a higher
average order size,” she says. For example, someone
ordering for the first fime in 4 2007 would spend
$123.86, while the order from a returning customer
was $156.27.

She adds: “So, we feel it's very important that if you
get the right people and develop the right culture,
the sales will come.”

Needless to say Zappos has featured in Business
Week's Top 25 ‘Customer Service Champs’, Fast
Company’s ‘50 Most Innovative Companies’, and was
ranked number 23 in Forftune Magazine’s '100 Best
Companies To Work For’, while founder Tony Hsieh has
appeared on many television programmes including
Oprah and the US Apprentice series.

“We really think these are nice, but our real focus
is paying attention to our customers, because if we
lose focus it'll take away from the business,” says
Judd. She explains that, for Zappos, the main drive
is its culture and “this is how we feel that we
separate ourselves from most other companies”.

Every employee is expected almost fo live and
breathe the Zappos core values and inspire others to

INTERVIEW

“TRUST MEN AND THEY WILL BE TRUE
TO YOU; TREAT THEM GREATLY, AND
THEY WILL SHOW THEMSELVES GREAT.”
RALPH WALDO EMERSON

embrace them.This includes socialising with their
colleagues - the company runs employee activities
such as a club for parents and one for people who
want to learn French - and managers spend at least
20% of their fime outside of work mixing with and
building their team. Judd says: "The managers’ role is
o drive the Zappos culture, inspire new ideas and
creative thinking, and fo help employees find their
calling and reach their peak.”

There is always something happening socially and
Zappos appears to be one big, happy family having
fun and being creative.To make sure this continues,
employees are surveyed regularly, with everyone
asked annually: “What does the Zappos culture
mean to you?”

100% CERTIFIED ZAPPOS

Since employees are expected to be Zappos people
to their very core - and being part of the company
isn't a 9-to-5 occupation - the firm places a lot of
importance on its recruitment process. As Judd says,
it's all about “hiring the right people”.

The retailer accepts that its culture isn’t for
everyone, so candidates have two interviews: the first
is fechnical; the second aims to discover if they'll fit in
at Zappos, with most of the questions based on
company culture and the candidate’s core values.
Judd says: "lt's a very creative culture and structured
people may find they don't fit.”

The company wants to recruit people who can “roll
the way Zappos does”.They have to be adventurous
and creative as well as being fun and weird (“but
don't get crazy”), and fit into the Zappos family.

The challenge, says Judd, is fo get away from
canned interview responses, so the “"questions are
aimed to get people to open up in the interview”.
Interviewees are asked to consider such leftfield
questions as:

M How lucky do you feel?

W How weird do you feel you are?

M If you walked into a board room, what’s the theme
song that would be playing in your head? }

Market Leading eCommerce Solutions

Helping multi-channel retailers
win and keep online customers
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Judd says they “shake ‘em up before they sit
down”, explaining that all candidates are given a
three-hour tour during which time they visit every
department and are watched to “see how engaged
they are and responsive 1o the Zappos environment.
It really shows if they won't fit."

Everyone who joins the company’s head office, in
any capacity, has to undergo basic training. Four
weeks are spent here and one week at the
warehouse ‘boot camp’ learning about pick, pack
and despatch. Judd explains that this training is an
extension of the screening process: in their second
week everyone is offered $2,000 if they'd like fo leave
for whatever reason. Perhaps they've changed their
minds about the company, they don't think they are
a good fit or maybe the culture is “too crazy”. She
adds: "We will continue to offer that until the fourth
week. Currently, we have 1% to 2% of people taking it.
People are passionate, want to be here and they
want to service the customer.”

PERSONAL EMOTIONAL CONNECTION

Judd says the customer service Zappos offers is all
about establishing a personal emotional
connection with customers so that they’ll want to
buy again. She explains: "*Once employees are
through training they are very empowered.The
empowerment that they have is the same as | have,
so they can do whatever it takes to serve the
company and serve the customer, and they don't
have to go through different channels or levels of
authority to make any decision.”

This is why you won't see a long list of KPlIs for the
customer service team (or customer loyalty feam, as
Zappos calls them).*We fell the representatives that
80% of your time should be facing the customer and

Judd says. In fact, there are no scripts, no sales-based
performance goals and no up- or cross-selling.

She says that even when reps are being evaluated,
they're rated on their commitment to service and
culture; 50% of their review is based on the core
values, the rest on their performance. Representatives
have their say each week and are given a monthly
percentage performance rating.They are also
awarded a quality score based on customer
feedback. Zappos emails a number of customers
each quarter for their views on the firm and gets a
20% response rate. “That's how important the core

it's up to you fo manage yourself and utilise your time,”

INTERNET RETAILING

Zappos.com was founded in 1999 and soon drew investment from
Venture Frogs, an incubator and investment firm co-founded by the
man who was to become the Zappos CEO in 2000, Tony Hsieh.

It has grown gross merchandise sales from $1.6m in 2000 to more
than $1bn in 2008 by focusing on customer service. It employs 1,700
people; half in its Las Vegas head office and the remainder in its
warehouse in Kentucky. It was recently bought by Amazon in a deal
valued at $1.2bn.

Judd explains that Zappos is not metrics-driven, and although it has
just implemented the ChoiceStream RealRelevance product
recommendations solution, she admits that it is on the technology side
that the firm has the most to learn from Amazon: “how we can do
things a little bit differently, grow faster and be more efficient”.

She adds: “Amazon is science and Zappos is art.”

Jeff Bezos, founder and CEO of Amazon, has praised Zappos’ unique
culture, particularly its focus on customer service, and how this fits
with Amazon.

values are to our company,” Judd says.

New employees complete their initial five-week
training with tests on customer loyalty, but it doesn't
end there. Such is the company’s belief that happy
and engaged employees equal happy customers, it
offers continuous training.

Zappos agrees a clear career progression path
with all its employees, outlining responsibilities and
milestones, so they know from the moment they walk
through the door what steps they need to complete
and how long it will fake fo reach any particular level.

It further enhances company-wide trust and
transparency by giving everyone access o the
hourly and daily sales reports.*"We don't hide them
from the employees,” says Judd.

And, if youre wondering how the company
measures its social media engagement, it doesn’t.
For Zappos, it’s just another valuable way of
engaging with shoppers, as Judd explains: *"We see
social media as another way to personally connect
with our customers.”

Zappos invests in developing its people and it is
they who go on tfo cultivate the company culture.
Judd concludes: "It's not up to Tony, it's not up to me.
Everyone has to take ownership.”

Jane Judd keynoted at the Internet Retailing 2009
conference.You can watch her presentation on the
post-conference site tinyurl.com/yc6x289. 1

@ QuickLive

Enterprise eCommerce made affordable.

Making online b

E PORTATECH

ess mare profitable

hybris software

rm. commumicate. sell

U]
inta

sales@portaltech.co.uk o207 4010982
www.quicklive.co.uk

www.internetretailing.net

INTERVIEW



SITE REVIEWI INTERNET RETAILING

ASOS

REVIEW

Internet Retailing asked 4 retail experts to take a look at ASOS.com and give readers
insight into the company’s retail strategy, site performance, usability and customer
experience. We only have room for a synopsis in the magazine — visit
InternetRetailing.net for more, in depth coverage and to voice your opinion.

RETAIL STRATEGY

Emma Speight,

Senior Multi-channel Consultant, CVL

ASOS.com deftly manages o balance the look and
user experience of a fashion site with the practicality
of a retail trader.

A key point of differentiation for ASOS is that
customers are offered “looks”, tied into the celebrities
their customers want fo emulate. Whereas
navigation schemes can be copied and improved
upon by competitors, the way ASOS channels its
trends knowledge into product attribute data is hard
to replicate.

In ferms of design and functionality, ASOS sets the
standard for fashion product detail page presentation.
The layout is simple, prioritising the most important and
relevant information.

Prominent and interactive imagery is supported by
need-to-know information on delivery, care instructions
and returns without forcing the user fo go looking.

The imagery is exemplary with multiple views and
the catwalk video providing detail on how material
moves; cleverly breaking down the tangibility barrier
that hampers online fashion retailing.

The delivery offer is well communicated, built into the
global navigation structure with a default fab on the
product detail page.| think the offer itself could be
simplified (5+ variations), but the prominence and
clarity is definitely best practice.

The amazon-esque ASOS Premier is an interesting
strategic development, growing customer retention
and life time value through a pay-once premium
delivery offer.

On the minus side, the product list navigation is
functionally sound, but clunky in operation and
requires too many page refreshes to be a quick and
easy navigating experience.

There are some peculiarities in categorisation. For
example, four product lists for every product category
(e.g.dresses appear in all lists) could lead to
confusion for shoppers.

However, these are minor points which do not
outweigh the strength of the ASOS retail brand
experience.

In summary, ASOS has successfully created a market
niche based on establishing fashion authority
combined with the best-in-class retail frading.

USABILITY

Jamie Sands, Usability Consultant, User Vision
ASOS has become a major player in online clothes
retailing with sales growing by 112% in the six months
prior o September. Considering that other businesses
have suffered, what is ASOS doing that differentiates it
from its competitors?

ASOS aims to provide the customer with outfits
similar fo those of celebrities seen on the high street.
This ‘streetwise’ theme is adopted in the magazine
style of the homepage. By compartmentalising
content into defined areas, the page appears busy
but not overwhelming.The site combines clear global
navigation with an extensive departmental drop down
list, let down only by its smalll fext and fiddly nature.

ASOS offers the customer the ability to see up fo 200
items per page, also providing a comprehensive
method of filtering results, including a minimum and
maximum price slider bar.These options allow the user
o be as broad or specific as they wish in their search.
Products are showcased using multiple thumbnail
images of models wearing them, and even a catwalk
option to view the products on the move. Unfortunately
the zoom option is not interactive precluding detailed
examination of items.

The ‘Complete the look’ and ‘What others bought’
sections cleverly promote complimentary items
alongside the main item and with a single click from
this page, users can also see a size guide, save the
item for later, email, bookmark it on Facebook or
tweet it.

ASOS handles an enormous product range in a
lively and trendy style whilst making the user’s choices
straightforward and unpressured. It effectively
combines the browsing qualities of the high street with
the product range offered online. Although some
aspects of the site may be more accessible to
younger/familiar audiences, it is clear to see why
ASOS is second only o Next as an online clothing
retailer.
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EYE TRACKING ANALYSIS

Guy Redwood, Managing Director, SimpleUsability
Participants looking at the ASOS website for an outfit
immediately accessed the mega drop down menus
from the fop primary navigation titles.They generally
accessed either the 'Women' or ‘Men' sections. From
the eye tracking data, we observed users accessing a
drop down menu and their eyes continuing straight
down.This meant that they would see the ‘Shop by
products’ sub-categories very quickly but often miss
the other options available to them such as ‘Shops’,
‘Inspire me’ and ‘What's on trend’.

Users liked the filters available on the left hand side
of the page when accessing a sub category section.
The price slider was particularly popular because
users could set a minimum price as well as a
maximum price. Some users became confused
when they could not reset filters by clicking on
greyed out titles instead of clicking on the ‘clear’ link
beside each filter title. After selecting a filter, the
central page faded to grey and a timer appeared to
let the user know that something was happening. We
saw that the users noticed that this was happening
and waited for the filters to finish loading. When filters
do not acknowledge that the user has told the
website to do something in an obvious way within
the user’s field of view, then users try and click again
and this leads to confusion. After this process
happens, other filter titles become grey and are
unavailable for the user to click on. Within a filter
section such as ‘Brand’ users often missed that they
could scroll past greyed out options to access more
brand names that were available.

e/ exact
s
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Users perceived the photographic product detail
information to be of high quality. Aithough many users
missed the option, users accessing the catwalk option
found it exiremely helpful.

SITE PERFORMANCE

David Flower, Vice President, EMEA, Gomez

Few of the websites tested in Gomez's online refail
benchmark would have delivered much Christmas
cheer to users during the busiest online shopping
period of the year. Gomez tested the performance of
ASOS’ website from 11th November through 14th
December and found mixed results.This review period
included the all important Cyber Monday, the official
start of the online Christmas shopping season.

The performance of many of the leading sites in the
Gomez retail benchmark including big brands such as
Marks & Spencer, Argos and Play.com - had room for
improvement too so ASOS was not alone in this regard.
Tesco, on the other hand, is a consistently top
performing site and in this fest its Last Mile average
home page download was around 5.5 seconds. ASOS’
Last Mile average home page download time of 25
seconds was not great - but it was on a par with the
benchmark average.

Performance metrics from the internet backbone
revealed an average download time of 2.86 seconds
which, although a fairly respectable time, was too slow
fo make it info the top twenty of the Gomez retail
benchmark.Tesco was again the top performer at 0.2
seconds and the second fastest was Argos af 1.2
seconds.

One significant factor slowing down the ASOS
website was the intermittent, but erratic performance,
of third party contributors to the home page.This
resulted in a standard deviation of 2.45 seconds,
which also places the ASOS website in the lower half
of the Gomez benchmark. From an end-user
perspective, deviation times are critical. Users want
consistency. If users visit a site and get a Google-like
response, they'll expect that same response every
fime. If, next time, a site delivers a performance below
that, they'll be disappointed.The performance of a
website needs to be consistently good - and ASOS did
not achieve this during this test. B
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Online retail
ends year
17% up on
December
2008. The
IMRG
reports. ..

2009 ENDS ON

RECORD H

Total E-retail Market - month on month

UK SHOPPERS spent £5.46 billion Sector % Change % Change
online in December - an equivalent of Nov 09 — Dec 09 Dec 08 — Dec 09
£88.93 for every person in the UK, according .
to the IMRG Capgemini e-Retail Sales Index. | Beers. Wines
Sales rose by 3.8% compared to November and Spirits 25% 21%
2009, demonstrating typical growth for the Clothing,
month of December. Footwear and

The peak week for online Christmas Accessories 3% 18%
shopping was the second week in - Accessories | 17% 101%
December.This was one week lafer than in - Footwear -2% 37%
2008, as a combination of November postal | Electricals 17% 39%
strikes; shoppers holding out for bargains; Gifts 17% 70%
increased confidence in delivery services; Health and
and Christmas falling on a Friday delayed Beauty 10% 39%
the annual spending spree. Lingerie 1% 15%

Year-on-year growth in the Index in 2009
was at average of 14%. In September, the growth
rate of 7.6% was the lowest year-on-year growth
rate in the history of the Index, perhaps attributed
to warm weather and postal strikes taking place
during this particular month.

= (i

—

Index Value

L

April 00
Aug 00 =}
Dec 00 *

April 01 *

Aug 01 =
Dec 01 =
April 02 *
Aug 02 *
Dec 02 =
April 03
Aug 03 |
Dec 03
April 04 9
Aug 04
Dec 04 1
April 05
Aug 05 7
Dec 05
April 06 1
Aug 06 |
Dec 06
April 07 9
Aug 07 |
Dec 07

April 08 1
Aug 08 1
Dec 08

April 09

Aug 09 1
Dec 09

This chart shows UK online shopping sales April 2000 to December 2009

Clothing mirrored the overall market throughout
the year - this sector has driven the overall Index in
2009. Accessories, gifts, health and electricals
performed less well throughout the year but
peaked in November and December 2009.

Compared to December 2008, there was strong
year-on-year growth in all sectors tracked in the
Index. Sales of accessories, gifts, electricals, and
health and beauty products saw particularly
marked growth online compared to last Christmas.

Consumers looking to stock up on alcohol for

Christmas celebrations turned to the internet for the
best bargains, spending 25% more than in
November. Although clothing saw low growth
compared to November, shoppers spent 18% more
compared to December 2008.

Jon Parry, Principal Retail Consultant at
Capgemini, said: *Once again, consumers have
turned to the internet to do their Christmas
shopping, with 17% growth year on year this
December. An interesting shift during this festive
period is the strength of the month on month
performance for multi-channel retailers (up 13%)
versus their pure-play competitors (down 8%).This
shows both the high value consumers place on a
multi-channel proposition, particularly when it
comes to gift returns, and the trust advantage our
high street brands have if they can get their online
proposition right.

“A key trend highlighted by our index analysis is
the 25% drop in conversion rates from 2008 to 2009.
This is a clear reflection of the increased traffic
using the internet as a source of product
information and recreation, accelerated by the
increase in retail content on social network sites
such as Facebook.This highlights the significant
opportunity on the table for retailers to enhance
their online customer experience.”

"The latest Index figures prove yet again that
online shopping thrives on adversity.The sector
managed to deliver strong double-digit growth in
2009 despite the economy being in recession,
aggressive high street competition, extreme
weather and even postal strikes in the run-up to
Christmas,” commented James Roper, Chief
Executive of IMRG.

"2010 looks set to produce another year of strong
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This chart shows weekly e-retail growth in November and December 2009, compared to 2008

Total E-retail Market - Monthly Average Basket
Value of Participants

results for e-retail, with demand expected to remain
high as consumers habitually look online for best
buys, and a pipeline of significant improvements

emerge, including wider product range availability, Lt
even better websites and a greater choice of 1000
convenient and more reliable delivery options." 0.0 &

The growth levels for multi-channel retailers and
online only retailers diverged in December for the

T B 7 S ——

2 A 4

first time last year.The Index for online only retailers § @0

fell by 7.6%, whereas the Index for multi-channel % 0.0

retailers rose by 13% month on month.This can be < aw

attributed to multi-channel retailers (such as large nm

department stores) offering guaranteed delivery for om v - r - - — — r
Christmas later in the month. o el s oot gy sondl w sl it dagekina s

Although following a downward frend throughout == Sample Average Baskel Vakue

2009, the average conversion rate for eretailers rose
slightly in December, with almost one in 20 visits fo
websites being translated into actual purchases.
This was higher for online only retailers, who Total E-retail Market - Sample Average Gross
managed to convert an average of one in sixteen S e

visits in December.

Jonathon Brown, Head of Online Selling, John
Lewis Direct said: "Johnlewis.com continued its
outstanding performance from November into
December with record breaking weeks throughout
the month”. December resulted in a 20% year-on-
year increase in sales on the site.

It is worth noting that the launch of Clearance
online (from Christmas Eve) saw johnlewis.com
take over one order a minute in the first hour and
continued to see strong sales throughout the
festive period. *We recorded our highest ever traffic W
day on Boxing Day,” said Brown. EPs

Shop Direct Group saw a strong rise in customer
demand for online transactions. Some “65% of sales
were generated online during the six weeks up 1o 1
January and we had a number of days where 85%

This chart shows the overall total market monthly average basket value from February 2008 to December 2009

Average Gross Spend
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This chart shows the sample gross spend per visitor since May 2003

of sales were taken online,” said Chief Executive two weeks of November and the first two weeks of
Mark Newton-Jones. December. We believe that the ease of shopping

“We found that last year customers concentrated | online allows customers fo manage their shopping
their shopping into two weeks but this year, we fime more effectively, planning earlier and

have seen four equally large frading weeks; the last | shopping later” B
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COMMENT

10 FOR 2010

January’s curse is not the pressure of the sales or the few extra pounds around the

waist after Christmas. Rather, it's the weight of prognostication and haruspicy

inflicted upon the world. lan Jindal pores over his notepad and pulls out 10 things

for 2010 that have emerged as themes for reflection from recent conversations.

1 - MOBILE

Sigh. Pity mobile marketers. Five years of telling us
that “it's the year of mobile” and no sooner than the
moment arrives it's passed before we can even issue
a press release. Mobile is now so much more than
pushing unwanted ads and vouchers at people and
has turned info a tool of empowerment, research
and entertainment. Behavioural, attitudinal, location-
based information now floods in and challenges our
ability fo integrate and synthesise. Customers will see
the web as ‘that old thing, limited to the computer’
as they take our brand into stores. While standing
with our store colleagues they’'ll have better access
o product information and pricing than the staff
and may even be buying from a competitor even as
they queue to use our store’s nicer foilets, just along
the ‘real” high street.

As we grapple with the challenges that “thinking
mobile” present, the device world is about to change
from the cosy iPhone-or-not world. Google’s Nexus
One handset, the continued growth of the Android
operating system and the arrival of widescreen
phone formats will challenge standardisation, while
the inclusion of Near Field Contactless payment,
linked to the phone’s ID, will give phones a major
convenience advantage over the web.

Finally, we have yet to consider the marketing and
informational opportunities offered to us from
ebooks and readers like Amazon’s Kindle. Currently
targeting books, surely it won't be long before we
have instruction manuals for white goods and the
regular Boden catalogues, say, with video and stock
levels, pushed fo such devices?

In 2010 *mobile” will cease being an appropriated
noun and return to being a verb, or an adjective.
‘Thinking mobile’ will be an attitude of mind that
permeates all retail, not a ‘thing’ that customers
carry fo make phone calls.

2 - ROLE OF THE STORE

At IR Towers we've lived and breathed the mantra of
multichannel since our inception. Call it multi-, cross-,
pan- or ‘omni-channel’ as you like, the simple fact is
that our customers respond to our brand promises
across all ‘channels’.

Efforts o date have focused upon emulating store
activities or bringing customers from the web to the
store (via click and collect initiatives).

Apple has shown how design, service and
experience can build connection with a brand and
Nokia, Adidas and Nike have all explored the notion
of a‘concept store’ with limited, specialist stock.

Stores can be seen increasingly as the ‘front end
to the web’, setting customer’s expectations and the
brand experience.Taking a customer perspective,
we should challenge the role our stores play. No
longer the unquestioned ‘senior partner’ in the retail
mix, stores need to work harder to achieve customer
delight and brand distinction.

3 - EBAY

2010 will see eBay’s maturing from “just” a C2C
exchange for second-hand and remaindered
product: it will become an ‘emporium’.

Google was the new emporium in which the
world’s wonders could be found, and Amazon has
tried with varying success to extend its authority in
books and media fo other categories.

EBay, however, looks to have stolen a march on
Amazon. With the benefits of traffic and ‘findability’
for incremental sales, along with the ability fo
merchandise one’s own ‘shop’, eBay has become
the new must-have partner.

In 2010 it will be surprising to find retailers not on
eBay, but with the combination of price, availability
and choice the challenge to efailers is to provide a
compelling reason for their own website, indeed their
own retail operations, to exist.

4 -THE RECESSION

Remember the gloom that accompanied the start
of 2009? This soon turned into a story of
‘ecommerce saves the day’. However, the realist
within us indicates that we're far from being back
on a growth track.

2010's outlook remains difficult, with retailers
planning accordingly for cost-containment. Etailers
have to square the circle of delivering growth
without the associated investment.*Squaring circles”
will be the refrain throughout the year.
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5 - INSPIRATION

At IR we've been excited by the response to our
Inspiration Index, unearthing some surprising ‘new
finds’ while examining why the market leaders
deserve their titles. For 2010 we're going to be
tougher on ourselves, however.

We have established the Internet Retailing
"Academy 2010". We've invited a panel of leading
etailers comprising those featured in the Inspiration
Index, sourced by our editorial team, and
recommended by these leaders. We've added
industry experts and some vendors, plus colleagues
from around Europe. In each issue we'll discuss the
outstanding movers, shakers and makers and put
this short list out for voting.The Academy’s insights
will also inform the analysis and coverage.

The Academy details will be on our website next
month and the Inspiration Index will return in March.

6 -TEAMS AND LEADERSHIP

The life of an Ecommerce Director is going to be a
difficult one in 2010. Charged with continuing the
sales growth of the channel, increasingly they will
also be required to integrate into the ‘'main’ business.

Organisations need to consider their structures
when one team contributes 30-50% of revenues -
several times the best physical store - and also has
the greatest amount of contact with customers.

We'll see some major restructuring activities as
companies either integrate or merge ecommerce
activities (depending upon where they are in the
growth cycle) and this volatility will lead to ‘talent
liquidity’ - staff leaving maijor retailers, o the benefit
of the later adopters.

Structures are easy compared to the challenges
of leadership. 2010 will show those retailers for whom
ecommerce has a part in leading the business,
versus those where it's simply a channel within a
business. While there’s no ‘right/wrong’ in absolute
terms, the differences to the customer resulting from
these differences in approach will be stark.

7 - ROI, KPIS AND PROCUREMENT

Part of ecommerce’s maturity is the desire to not
only make lots of money via the channel, but to
make the maximal amount of profit possible.
Welcome, therefore, to the more demanding world of
KPls, scorecards and Return on Investment.

In 2010 businesses will be looking fo replatform as
part of the cyclical 3-5 year renewal cycle, but the
conversation has changed. In 2008 the question to
the Board was “how much can we spend?”, but now
the challenge is *how much exira will you make?”.

2010 will see a rash of procurement activity, but
the focus will be upon integration, efficiency and
return.The days of ‘'shiny new toys’ will not return for a
year or two.

www. nternetretailing.net

COMMENT I TRENDS

8 - M&A

2010 will see significant M&A and ‘vulture capital’
activity. Distressed and stressed business that are
weary of just ‘hanging on’ will meet the newly-filled
pockets of specialist buy-out/buy-up funds.

It will be an historic year where there’s just enough
confidence for money supply fo return (lured by the
smell of blood and opportunity) but not enough
confidence within weak retailers to believe they can
trade their way through two more difficult years,
leading to ‘sensible’ prices and a willingness to do
deals.

While not as dramatic as the failure of household
names, such as Woolworths, | expect that we'll see
some impressive liaisons and new owners.

9 - SERVICE

The challenge for 2010 is to make the notion of
‘service’ a meaningful one. It's a trite cliché when
used as ‘customer service’ (ie dealing with problems
we caused in the cheapest possible way) or ‘value
added services’ (making a fuss about some
wrapping and a veneer of civility).

Service is a combination of process, habit and
caring enough to make a difference.In 2010 we not
only need to determine those small but important
inflexion points where an improvement, an offer, a
meaningful gesture will increase our connection with
customers.

In parallel we need to consider our response to the
flood of inputs from Social Media sources and
behavioural triggers online.

Service cannot be ‘copied’ since it's a personal,
unique bargain between a customer’s desires and a
retailer's cost model. 2010 though is a time fo
challenge ourselves fo ensure that inadequacies are
based on that bargain rather than laziness.

10 - 'ME'TIME

2010 is shaping up as a manic year: a legacy of work
from 2009, no pause over peak, increased targets for
2010 and all of the above and more o consider.

Speaking with retailers in the first few weeks of 2010
I've been struck by the fact that there’s been no ‘down
time’ over Christmas and no prospect of a let-up.

The tenth point, therefore, is an appeal to take some
fime from frantically ‘pedalling the bike’ to consider
the where, why and how of the journey.

On the basis that all technology can be replicated
and is fending fowards free, competitive advantage is
going fo come from a better use of that fechnology
and increased relevance o customers. So take time
for research, to experiment and to play - connect with
your customers, staff and products, since it's that
combination of knowledge, enthusiasm and flair that
makes us retailers.

Happy 2010! =
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GIFT TAGGING ADDS REVENUE WITHOUT EFFORT

MANY RETAIL BUSINESSES have continued to grow during the
recession by taking advantage of the huge potential of sales that can
be gained by selling online. However, this can bring with it a number of
logistical problems concerning how to cope with despatching higher
volumes of orders in an efficient way.

On top of that is the shoppers’ desire for deliveries to multiple
addresses, present wrapping and gift tagging at a retailer’s busiest
times of the year — Christmas, Easter, Valentines Day, Mothers’ Day
and so on.

EACS, one of the longest established print management companies
in the UK, has announced a simple, easy-to-use solution for etailers
wanting to offer a gift tagging service to its customers.

The patented product allows etailers to produce an integrated label
despatch note form that also incorporates a personalisable Gift Tag
within the same document. Already being used by a number of big
name high street and pure play retailers in their despatch operations, it
complements the company’s existing range of integrated label forms.

Rick Orme, Managing Director at EACS said: “For those companies
that have not yet considered offering Gift Wrapping and personalisation
to their customer base, this represents an opportunity for them to
enter in to this market with the minimum of effort and to generate

G Pytent Ao . b7zt

extra revenue streams to their websites or mail order operation.

“For those already offering this service, it allows them to streamline
their despatch operation by including address and return labels as well
as a personalised Gift Tag into the same document, thus saving time
and money but also offering a more personalised gift to the recipient.”

He continued: “This offers a great opportunity for many etailers to
extend their gift wrapping service beyond the festive period and also
allows them to look at the many potential lucrative peaks of Mothers’
Day; Fathers’ Day; Valentines Day and so on, as well as year round
Birthday present buying.”

For more information on Integrated label Despatch notes and
Integrated Gift Tags please call Kevin Fuller on 01502 565200.

EACS Ltd

Pinbush Close

South Lowestoft Industrial Estate
Lowestoft

Suffolk

NR33 7NN

www.i-tags.co.uk

Tel: 01502 565200
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THINKING AHEAD

TOGETHER

John Pal & David Edmundson-Bird, of Manchester Metropolitan University
Business School, take a ook at where internet retailers and consumers could be

heading with digital and social media.

CUSTOMERS HAVE become both more
powerful and more savvy - and the trend is
continuing. Social media is providing customers
with a direct and visible route to engage with
other customers and retailers. Historically, it was
apparent that customers who had a poor
experience from a retailer - whether in terms of
product performance or service - had little power
other than requesting a refund and of course,
the ultimate punishment - swapping stores. Whilst
word-of-mouth has been one way of transmitting
that poor experience to other (potential)
customers, the days of retailers being able to
train their customers to act in certain ways that
suited the retail business operation are well and
truly over.

Now that customers are using the internet more
frequently and confidently, slip-ups in any
transaction create even more of a backlash with
almost 80% of customers telling others about it.The
emergence of social media is a powerful channel in
which we see not just customers venting their
spleen but disgruntled employees doing likewise.
The Dixons’ employees who set up a Facebook site
generated negative and uncontrollable publicity for
the retailer.

What is clear is that the granular nature of the
internet provides retailers with a great opportunity to
reach out and engage with customers. At the time
of writing ASOS, the online fashion retailer, and high
street retailer Primark have 150,000 and 60,000 fans
respectively on their Facebook fan pages.

US electrical goods retailer Best Buy, due to
launch in the UK shortly, has over 840,000 fans on its
Facebook page. One question posed by Best Buy
elicited over 580 responses. UK retailer DSG, on the
other hand, had just over 600 fans on its page. If
retailers are looking at sites such as Facebook o be
a customer responsive system then the 15 hours to
address some questions needs to be improved. But
how does a retailer tackle the many thousands of
postings per hour?

Twitter has an opt-in / opt-out approach. Whilst it
is sfill early days, the immediacy of communications
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and flagging up of promotions is an approach
adopted by Glasses Direct, and others. At a very
local level (Sir Terry Leahy is forever proselytising
“retail is a local ac