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Social-N e t w or k -D r iv e n  
R e t ail T r an s f or m at ion
Fourth Annual 
E-C om m e rc e  S urv e y

Cisco Internet Business Solutions Group (IBSG)
J une 2 0 0 9



I B S G  - 2Copyright © 2 0 0 9  Cis c o S ys te m s ,  I n c .  A l l  rights  re s e rv e d .Cisco Confidential I B S G  - 2Cisco Confidential I n t e r n e t  B u s i n e s s  S o l u t i o n s  G r o u p

A b ou t  t h e  Su r v e y

Source: Cisco IBSG, 2009

� Purpose
Identify key trends, changes in consumer b ehav ior, and 
new  enab l ing technol ogies

� M et h od ol og y
Identified foundational  and innov ativ e cap ab il ities ex p ected 
on e-commerce w eb sites
T ested 6 5  w eb sites, incl uding retail ers, p ure p l ayers, 
manufacturers, and comp arison sites

� G eog ra ph i es c ov ered
N orth A merica, E urop e, and E merging M arkets
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T ab le  of  C on t e n t s
� S t a t e of  G l ob a l  E-R et a i l
� R esul t s of  F ourt h  A n n ua l              
E-C om m erc e S urv ey

� Ex a m pl es a n d  I n si g h t s
� K ey  T a k ea w a y s
� A ppen d i x
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Ex e cu t iv e  Su m m ar y
� Social networks are ushering in the era of social shopping
� C om parison sites d riv e price com petition and  increase the 
need  for retailers to includ e certain web site capab ilities on 
their own web sites 

� T he online ex perience increasingly  im pacts the in-store 
ex perience

� T he trend  toward  m ob ile com m erce ( m -com m erce)  is 
growing,  with consum ers ab le to connect with peers,  rev iew,  
and  transact d irectly  from  their sm artphones,  ev en in 
com peting real estate

� T he nex t retail channel will b e the “hom e sofa, ” through 
interactiv e telev ision ( iT V )  and  console gam es

Source: Cisco IBSG, 2009
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S tate  of  
G lob al E-R e tai l
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2 0 0 8 :  G loom y  Y e ar  f or  R e t ail in            
U . S.  an d  Eu r op e

Y ea r Marked by Failures of Major Retailers
-6%
-3 %
0 %
3 %
6%
9 %

1 2 %

United
S ta tes

C a na da W .  E u r o p e E a s t-
C entr a l
E u r o p e

A s ia  &
A u s tr a l ia

L a tin
A m er ic a

M .  E a s t &
S u b -

S a h a r a n
A f r ic a

W o r l d

Source: T h e E con om ist  In t el l ig en ce U n it , 2009

R eta il Sa les Grow th ,  2 0 0 8  v s.  2 0 0 7
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E-C om m e r ce  w as  R e s ilie n t  in  
Som e  K e y  G e og r ap h ie s

Source: com Score, 2009;  IM R G Ca p g em in i, 2009;  T N S In f ra t est , 2008 ;  F E V A D , 2009 

Y ea r-O v er-Y ea r E -Com m erce Sa les Grow th ,  2 0 0 7 - 2 0 0 8
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1 5 .2 %

2 2 .9 %

2 9 .7 %
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1 0%
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2 5 %

3 0%

3 5 %

United States United K ing do m G er m any F r anc e
$130.1B £4 7 .8 B €2 0.1B€13.4 B
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E-C om m e r ce  H as  P as s e d  
2 0 %  T ip p in g  P oin t  in  Man y  C at e g or ie s

C omp uter p roducts 4 5 %
E v ent tickets 2 7 %
B ooks 2 4 %
M usic/ v ideo 2 4 %
G ift cards/ certificates 2 1 %
T oys/ v ideo games 1 9 %
B ab y p roducts 1 9 %
C onsumer el ectronics 1 8 %

� W hil e e-commerce is onl y 4 %  
to 6 %  of al l  retail  sal es, it has 
b ecome a significant channel  
for some categories

� R etail ers in these areas must 
now  consider e-commerce as 
b oth mainstream and highl y 
infl uential —a must-hav e w ay 
to reach customers

U . S .  E -C om m erc e E stim ated %  of 
C ateg ory S ales,  2 0 0 7

Source: M org a n  St a n l ey , 2009: Cisco IBSG, 2009
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Mor e  Sh op p e r s  A r e  T u r n in g  t o 
O n lin e  “F r ie n d s ” f or  A d v ice

Visits to social 
sh op p in g  site s:
F e b r u ar y  2 0 0 8  v s.  
F e b r u ar y  2 0 0 7

2 4 4 %

M eth od s U sed  b y  A d ult Internet U sers W orld w id e 
T o Sh a re O pinions A b out P rod ucts a nd  Serv ices,  2 0 0 8

44.5%

42 .4%

3 0 .4%

2 9 .4%

2 8 .9 %

2 8 .9 %

2 7 .6 %

2 7 .5%

2 7 .4%

2 5.1 %

0% 1 0% 2 0% 3 0% 4 0% 5 0%

Tell someone by IM
Tell someone by ema i l

C omment  on r ev i ew  on blog
R ec ommend  on blog

W r i t e r ev i ew  on r et a i l si t e
C omment  on r ev i ew  on r et a i l si t e

P ost  op i ni on on soc i a l net w or k  p r of i le
W r i t e r ev i ew  on p er sona l blog
C r ea t e w i sh  li st  on r et a i l si t e

P ost  v i d eo c li p

Sources: U n iv ersa l  M cCa n n , 2008 ;  H it w ise In t el l ig en ce, 2008 , cit ed  b y Ch ief  M a rk et er. com / Ch a n n el s/ on l in e/ en ew s_ 03 1 908
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Social N e t w or k s  A r e  B ig g e s t  N e w     
R e t ail I n f lu e n ce r  an d  D ir e ct  C h an n e l
� 4 0 %  of e-retail ers maintain a 
social  netw ork p age;  5 9 %  of 
top  U . S .  retail ers hav e a fan 
p age on F aceb ook

� F aceb ook’s P l atform al l ow s:
Consumers to post items,    
sh a re w ith  f riend s, c l ic k  th roug h  
to purc h a se
R eta il er to k eep 1 0 0 %  of  
rev enue 

� G l ob al  mob il e W eb  2 . 0  
rev enue w il l  q uadrup l e to 
$ 2 2 . 4 B  in 2 0 0 8 -2 0 1 3

Sources: J un ip er R esea rch , 2008 ;  eM a rk et er, 2008 ;  w w w . csest ra t eg ies. com , M a y  3 1 , 2007;  V en t ureBea t , 2008 ;  In t ern et  
R et a il er Surv ey , 2008 ;  R oset t a , 2008
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F as t e s t  F u t u r e  E-C om m e r ce  G r ow t h  W ill 
B e  in  A s ia P acif ic an d  Em e r g in g  Mar k e t s

Source: J P  M org a n , 2009 ( ex cl ud es t ra v el )

Glob a l E -Com m erce F oreca st,
2 0 0 8 -2 0 1 1  (U S$  Billions)

C A G R,
2 0 0 8 -2 0 1 1

W or ld w id e 1 2 . 1 %
U . S .  8 . 9 %
E u r op e  9 . 1 %
A sia 1 5 . 5 %
R e st of  W or ld   
( E m e r g in g  M k ts)   2 7 . 9 %
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$9 1
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W o r l d w i d e

2008
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G r ow t h  W ill B e  D r iv e n  b y  “M-C om m e r ce ”
as  Mob ile  L e ap f r og s  L an d lin e

Source: IT U  W orl d  T el ecom m un ica t ion / ICT  In d ica t ors D a t a b a se, 2007

C A G R,  
2 0 0 2 -2 0 0 7

P er 1 0 0  
in h abitan ts,  

2 0 0 7
B raz il 2 8 . 2 % 6 3
C hina 2 1 . 6 % 4 1
India 7 8 . 2 % 2 0
M ex ico 2 0 . 8 % 6 2
R ussia 5 6 . 1 % 1 1 5
S outh 
A frica 2 5 . 3 % 8 7
U A E 2 6 . 1 % 1 7 6
U . K . 7 . 9 % 1 1 8
U . S . 1 2 . 5 % 8 6

M ob ile Cellula r Sub scrib ers
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St ill in  I t s  I n f an cy ,  Mob ile  Sh op p in g  I s  
P ois e d  T o Ex p lod e  in  N e x t  3 -4  Y e ar s

*Includes shopping, advertising, social networking, and games
Sources: A BI R esea rch , 2009;  J up it er R esea rch , 2008  a n d  2009
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A lr e ad y ,  A lm os t  a T h ir d  of  U . S.  Sh op p e r s  
U s e  T h e ir  P h on e s  in  St or e

H ow  U . S.  Sh oppers w ith  M ob ile P h ones
U sed  T h em  W h ile Sh opping  in Store

U . S.  M ob ile U sa g e,
Q 1  2 0 0 8

Sources: N iel sen  M ob il e, 2008 ;  F oreSee, 2009
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N e x t  R e t ail C h an n e l W ill B e  
t h e  H om e  Sof a

� All U.S. homes will have some iT V
b y  2 0 1 0
W il l  make ad distrib ution and 
e-retail  easier 
R etail / C P G  testing p romotions, 
direct sal es

� G lob al vid eo g ame ad ver t isin g  
est imat ed  at  $ 2 .3 B  b y  2 0 1 2
C an connect through Internet w ith 
dow nl oadab l e mov ies
C l ickab l e ads, shop p ing not far b ehind

Sources: eM a rk et er, 2009;  Y a h oo p ress rel ea se 2008 ;  IT V  A l l ia n ce;  
w w w . z a t z n ot f un n y . com ;  w w w . b ra n d w eek . com , 2007;  
P ricew a t erh ouseCoop ers, 2008 ;  w w w . g ig a om . com , 2008

iTV a n d  C o n s o l e  G a m e s  P il o t in g     
A d s  a n d  D ir e c t  S a l e s
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Results of            
F our th  A n n ua l             
E-C om m er c e S ur v ey
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Internet Business Solutions Group

Twelve Companies Stand Out

Foundational capabilities include 
ability to research products, save 
research results, buy products, and 
obtain basic services

Innovative capabilities include 
personalization, loyalty and 
stickiness, mobile, and multichannel

Source: Cisco IBSG, 2009 
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T op  P lay e r s  Scor e  W e ll on  B ot h  
F ou n d at ion al an d  I n n ov at iv e  C ap ab ilit ie s

Source: Cisco IBSG, 2009 

A v era g e Ca pa b ility  Scores:  T op 1 2  Com pa niesAverage Capability Scores by Company (Top 12)
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N or t h  A m e r ica Scor e s  H ig h e r  t h an  
Eu r op e  an d  Em e r g in g  Mar k e t s

Source: Cisco IBSG, 2009 

A v era g e Ca pa b ility  Scores b y  Geog ra ph y
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Pure Players Score High,           
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Source: Cisco IBSG, 2009

Overall Scores by Sector

Top 12 companies in red
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L e ad e r s  in  A ll E-R e t ail Se ct or s  A r e  
P ay in g  A t t e n t ion  t o “Social Sh op p in g ”
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T o t a l  s c o r e  i n  s o c i a l  s h o p p i n g  c r i t e r i a

� D o e s  t h e  s i t e  h i g h l i g h t  c u s t o m e r  e v e n t s ?
� C a n  c u s t o m e r s  a d d  c o n t e n t  t o  t h e  s i t e ?
� D o e s  t h e  s i t e  u s e  s o c i a l  m e d i a  t o  c o m m u n i c a t e  w i t h  c u s t o m e r s ?
� D o e s  t h e  s i t e  p r o m o t e  c o l l a b o r a t i o n  a n d  c o m m u n i t i e s  o f  i n t e r e s t  a m o n g  c u s t o m e r s ?

Top 12 companies in red

42 of the 65 companies scored on at least one of these social shopping  criteria:

Source: Cisco IBSG, 2009
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O n ly  a F e w  Scor e  w it h  Mob ile  /  
Mu lt ich an n e l C ap ab ilit ie s …
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M ob ile/ M u ltichannel C apab ilities

Source: Cisco IBSG, 2009

…I n c l u d i n g  A l l  o f  t h e  T o p  1 2

M o b i l e / m u l t i c h a n n e l s c o r e Top 12 companies in red
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Examples and Insights
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Ex am p le s  of  Sit e s  t h at  Scor e d  W e ll on  
Social Sh op p in g  C r it e r ia

S o c i a l  b o o k m a r k i n g
Criteria: Use of Customer Reviews, Adoption of Social Networking

(B logs/ F orums) , Customer E vents /  Customer I nvolvement

O p e n  H y v e s g a d g e t  
f o r  s e a s o n a l  w i s h  l i s t s

L i n k s  t o  a l l  m a j o r  s o c i a l  
n e t w o r k i n g  p a g e s

P r e s e n c e  o n  F a c e b o o k ;  
i n s t r u c t i o n a l  v i d e o s  o n  
Y o u T u b e

Source: Cisco IBSG, 2009
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Ex am p le s  of  Sit e s  t h at  H ig h lig h t  
C u s t om e r -G e n e r at e d  C on t e n t

G mark et has seeded retail 
"w eb z ines“w ith u ser-g enerated 
content.  T he incentiv e to 
contrib u te rev iew s/ g u ides is to 
earn redeemab le G mark et cash 
for fu tu re shopping .

F N A C  is replacing  its in-hou se 
solu tion w ith B az aarv oice’s R ating s 
&  R ev iew s serv ice to b oost 
cu stomer loy alty .  I t also plans to 
u se online cu stomer content in its 
retail store merchandising .

Source: Cisco IBSG, 2009
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O n lin e  B ar g ain  H u n t e r s  G e t  Social

� N early  3 0 %  of shoppers say  they  
look  to link s forw arded from 
friends,  peer comments,  and social 
sites for the b est b arg ains

� D ell say s it has made U S $ 1  million 
in sales from T w itter
“T w o y ears ag o,  social media 
w asn’t ev en considered a sou rce of 
traffic b y  merchants.  T here’s a 
hu g e opportu nity  here for retailers 
to employ  a social commerce 
strateg y . ”
J o n  P r o v i s o r ,  C T O ,  G u i d a n c e

Source: Guid a n ce/ Sy n ov a t e Surv ey , 2008 ;  M a rk et in g  Ch a rt s, 2008 , E con sul t a n cy , M a rch  6 , 2009

R e s e a r c h  C o n f i r m s  S o c i a l  S h o p p i n g  I s  T a k i n g  H o l d
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Most Leaders Score Well on Research 
and Comparison Capabilities

C ar r e f ou rS t ap l e s
Z ar a
S ou k

J oh n L e w i s
B iz R a te

M ot h e r c ar e
P riceM in ister

C d i sc ou nt
O f f i c e M ax
P i c k  n P ay

P al ac i o
E l  C or t e

E x t r a
E d g ar s

W ool w or t h s-R S A

Top 12 companies in red
Comparison sites in blue

Research capabilities

Surprisingly, not all 
comparison sites 
performed well

Source: Cisco IBSG, 2009

Both Retailers and Comparison Sites Seek to 
Facilitate Awareness/Research Stage
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Ex am p le s  of  Sit e s  w it h  St r on g  R e s e ar ch  
an d  Mu lt ich an n e l C ap ab ilit ie s

� Detailed product information, 
including  manufacturer and 
cons umer comments  on main 
s creen

� P os t rev iew s , including  ph otos
� S av e s earch
� C reate s ide-b y -s ide tab les , 
alth oug h  not eas ily

� V ery  g ood s ide-b y -s ide 
capab ilities

� C omparis on is  pos s ib le, alb eit 
not v ery  conv enient

� V alidation of—and incentiv e 
for—rev iew s

� M ob ile and s ome W eb  2 . 0  
features  mak e it an eas y  and 
us eful ex perience.  L iv es  up to 
its  claim:  find, compare, b uy

� A b ility  to compare features , 
s pecifications , price, rev iew s  
under s ix  different categ ories

Source: Cisco IBSG, 2009
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Econ om ic D ow n t u r n  H as  Mad e  
C om p ar is on  Sit e s  Mor e  I m p or t an t  
� C omparis on s h opping  eng ines  ( C S E s )  
rank  h ig h  as  “firs t pag es  v is ited”

� 4 3 %  of retailers  s ay  online s ales  
th roug h  C S E s h av e increas ed

� C S E  traffic in th e U . K .  increas ed b y  
3 7 %  b etw een J une 2 0 0 7  and J une 
2 0 0 8 , w ith  ab out h alf of th is  traffic 
redirected to retailers ’ w eb s ites

� C urrently , 1 0 %  of top retailers '  s ales  
come from C S E s

� C S E s not only  driv e price competition, 
b ut als o increas e retailers ’ need to 
include certain capab ilities , s uch  as  
inv entory  on h and

Sources: E con sul t a n cy , D oub l eCl ick , rep ort ed  in  R et a il er D a il y , 2008 ;  H it w ise In t el l ig en ce, q uot ed  in  Biz R ep ort , 2008
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E-C om m e r ce  Ex p e r ie n ce  I m p act s  
I n -St or e  P r oce s s e s

� 4 5 %  of U . S .  retailers  offer 
in-s tore k ios k s  and w ireles s  
dev ices , g row ing  to 7 2 %  
b y  2 0 1 0

� O nline retailers  are creating  
b rick -and-mortar pres ence:  
s ome auction and e-commerce 
s ites  us ing  conv enience 
s tores  or s ub w ay  s tations  as  
pick -up points

Source: Ch in a  IT  &  T el ecom  R ep ort , 2008  

H o w  “C l i c k s ” A r e  
C h a n g i n g  “B r i c k s ”

Sy st em a x  t urn s Com p U SA  in t o a  
“R et a il  2. 0” ch a n n el  f or T ig erD irect

T h rea d l ess. com h a s a  st ore in  Ch ica g o t h a t  d isp l a y s 
user-g en era t ed  con t en t  f rom  t h e w eb
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R e t aile r  Su p p or t  f or  M-C om m e r ce  
C on t in u e s  t o G r ow  R ap id ly
D o u b l e d  S i n c e  L a s t  Y e a r ’s  S u r v e y
� 1 2 %  of s ites  s urv ey ed s upport purch as e 
v ia mob ile ph ones —up from 6 %  in 2 0 0 8

� S ites  offer s eparate mob ile landing  pag e 
and ab ility  to purch as e v ia mob ile

� M ob ile s ales  C A G R  es timated at 5 1 % , w ith  
2 7 %  penetration b y  2 0 1 0 2

� C omparis on s ites , pure play ers , leading  
manufacturer s ites , and larg e retailers  all 
h av e s eparate landing  pag es  for mob ile

Sources: Cisco IBSG, 2009; 2 Cred it  Suisse, 2008
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L e ad e r s  A r e  B r e ak in g  A w ay  f r om           
t h e  P ack  in  Mob ile
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M ost H a v e T ria ls in P rog ress to U nd ersta nd  Im pa ct of      
iP h one a nd  O th er T ouch  P h ones

M o b i l e / M u l t i c h a n n e l s c o r e T o p  12  c o m p a n i e s  i n  r e d

Source: Cisco IBSG, 2009

M o s t  c o m p a r i s o n  s i t e s  
h a v e  a t t r a c t i v e  m o b i l e  

l a n d i n g  p a g e s ,  b u t  d o  n o t  
a l l o w  t r a n s a c t i o n s

S i t e s  w i t h  s e p a r a t e  m o b i l e  l a n d i n g  p a g e  e n a b l i n g  p u r c h a s e  v i a  m o b i l e  a n d  s e a m l e s s  
c o n n e c t i o n  b e t w e e n  o n l i n e  a n d  m -c o m m e r c e

L eaders in M ob il e 
&  M u l t ich annel
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K ey  T ak eaw ay s
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� “S ocial s h opping ” is  trans forming  
e-retail, enab led b y  cons umer 
tech nolog y , cus tomer rev iew s  and 
referrals , mob ile capab ilities , and 
s ocial netw ork ing  s ites

� T op th ree s h opper referral v eh icles :  
s earch , email, and comparis on 
s h opping

� C omparis on s ites  remain important to 
b oth  retailers  and s h oppers  

� M ob ile commerce continues  to g row  
� S ev eral retailers  h av e s tarted
to adapt in-s tore proces s es
to deliv er certain online b enefits

C on s u m e r s  D r iv e  
E-C om m e r ce  I n n ov at ion

Source: St a t e of  R et a il , com Score, 2009: Cisco IBSG, 2009

R e f e r r e d  c o n s u m e r  b u y i n g  
g r e w  31%  i n  2008
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I n  a N e t w or k e d  Mar k e t ,  C on n e ct e d  
C on s u m e r s  A r e  T ak in g  C on t r ol

D e v e l o p m e n t  a n d  U s a g e  o f  C o n s u m e r -C e n t r i c  E n a b l i n g  T e c h n o l o g y
P C

+  M ob il e
+  I TV
G ames

I n f l u e n c e  o f  N e t w o r k  o n  S h o p p i n g  Be h a v i o r

Transactional 
W e b site s
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A s T ech nolog y  A d option Increa ses,  So D oes th e 
N etw ork ’s Inf luence on Sh opping  Beh a v ior

Source: Cisco IBSG, 2009
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E- an d  M-C om m e r ce  A r e  R e t ail’s  H e d g e  
A g ain s t  Slow  I n -St or e  Sale s  
� E-commerce is not immu ne to recession,  b u t 
is performing  sig nificantly  b etter than b rick -
and-mortar stores

� C onsu mers are tu rning  to the I nternet—
and to each other—to sav e money ,  g as,  
and effort

� R etailers w ho master mu ltichannel create a 
portfolio that increases cu stomer loy alty  and 
div ersifies risk

� T he nex t channels to master are social 
netw ork ing  and mob ile,  inclu ding  enab ling  
phone u sag e in the store 

� R etailers shou ld also b e piloting  tests w ith 
iT V and g ame consoles

Source: Cisco IBSG, 2009
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K e y  Q u e s t ion s  R e t aile r s  Sh ou ld  B e  
A s k in g  T h e m s e lv e s
IN T E R A CT
� R ela tionsh ip:  W h at do I  need to do to b ecome friends  ( peers )  
w ith  my  cus tomers ?

� Id entity :  W h at k ind of cus tomers  do I  w ant?
� V a lue: H ow  do I  contrib ute to my  cus tomers ’ communities ?
� D estina tion: W h at do I  w ant to b e famous  for?
T R A N SA CT
� E na b lem ent: H ow  do I  mak e it as  eas y  as  pos s ib le for 
a cus tomer to find and do b us ines s  w ith  me?

IN N O V A T E
� R oa d m a p: W h at plans  do I  h av e to w in in a 
w orld trans formed b y  s ocial tech nolog y ?

Source: Cisco IBSG, 2009
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