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PERSONALIZATION Q&A WITH KEN

Ken Levy, cofounder and CEO of 4-Tell, shares his team’s wisdom by addressing key questions about website
personalization through product or content recommendations.

Q: What can personalization do for my business?
A

Your online store is competing in a worldwide market where the competition is just a click away. You may be
competing against large retailers, like Amazon.com and Wal-Mart, who have expensive recommendation
systems. And more midsize retailers are adding recommendation capabilities every day. You may also be
spending a lot of money to get people to your website, but most sites convert less than 5% of all browsers to
buyers. To make the most of your investment, it is critical to increase conversion rates and maximize cart
values.

You can keep customers on your website and increase conversions with personalized product and content
recommendations. Recommendations make it easier for browsers to find the products they are seeking
directly or indirectly (i.e. items shoppers may not know they want until presented with them). Personalized
recommendations greatly improve the shopping experience, leading to:

e Greater conversion of browsers to buyers

e Larger average order values

e Lower cart abandonment and

e Improved customer loyalty resulting in more repeat business and referrals

The bottom line for your business is greater revenue!

Q: How are recommendations generated?
A

There are two fundamental methods of creating recommendations: manual or automated. Manual
recommendations are developed based on the expertise of the retailer's product merchandising staff. Each
product entry must be hard-coded with recommendations for related products. This approach is incredibly
resource-intensive especially for a store with a large or variable product catalog. This method is also unable to
make recommendations based on the specific purchase history of individual shoppers.

Automated systems provide much more robust recommendations by leveraging a combination of data inputs:

e Historical sales data for all customers
¢ Individual shopping history (for customers identified via log-in or cookies)
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e Product category and other attributes
e Pre-defined business rules

These data inputs are then processed in real-time with sophisticated algorithms that can produce a variety of
different shopper recommendations. The resulting recommendations provide one-to-one personalization,
meaning they are unique for every customer and relevant to every stage of the shopping process.

Q: What are the different types of recommendations?
A:
Recommendations can be categorized into six main types:

Cross-Sell: These recommendations highlight relevant complementary products. They are based on the
aggregate sales history of the item currently under consideration by the shopper, whether a known or
anonymous visitor. For example, recommendations for a shirt might include pants and jackets.

Personalized: These recommendations show items that the shopper will likely buy. They are driven by the
shopper’s individual buying habits and not by any specific product. For this reason, they are best used when
the consumer first arrives at your site (i.e., a customized landing page) or in non-product specific email (i.e.,
monthly newsletter). They are one-to-one, meaning they are unique for each shopper.

Personalized Cross-Sell: These recommendations are related to the shopping experience and influenced by the
shopper. Technically, personalized and cross-sell are combined to present a known shopper with
recommendations that are related to the item(s) being viewed or purchased, and personalized to the shopper
based upon prior buying habits. Because these recommendations are related to the product(s) and
personalized for the shopper, they are very powerful!

Blended: These recommendations are used when a shopper is done with a shopping experience. They are
available when there are one or more products and a known shopper. The recommendations are cross-sell OR
personalized. As such, the recommendations may or may not be related to the viewed or purchased product(s).
The system will display the most relevant recommendations, taking all known information into account. They
are good in shipping pages, or user admin pages (if there are items in the cart).

Similar: These recommendations show comparable (i.e. alternative) products based on common attributes and
allow you to present more of your product catalog to the shopper. This is helpful for browsers who have
landed on a product page, but find it's not really what they were looking for. To go back to the shirt example,
similar recommendations would include different shirts - as opposed to cross-sell which might include pants
and jackets.

Top Sellers: These are overall top sellers, or top sellers in a specific category. They are usually provided by the
ecommerce platform, but can also be generated by the recommendation solution.
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Q. What is the best way to use these different types of recommendations?
A
There are numerous shopping scenarios for which you want to select the most appropriate recommendations:

Product Page: When a shopper is looking at the product page, the shopper is always interested in other
products that can be bought with that product (i.e. cross-sell, and personalized cross-sell if the shopper is
known), and potentially interested in similar (i.e. alternative) products. Your recommendation vendor should
enable you to show similar and/or cross-sell products. We suggest starting with cross-sell since items that will
be bought with the product will increase the number of items in the cart and the average order value.

Shopping Cart: Each time the shopper adds a product to the shopping cart, they are interested in products
bought with the added product and/or all products in the cart. Your vendor should enable you to recommend
products that are bought with the added product or all products in the cart, at your choice (i.e. personalized
cross-sell).

Checkout: When the customer is done with their shopping and checking out, they are ready to receive
recommendations of products they are likely to enjoy (and buy), whether or not they are related to the items
in the cart. Your vendor should enable you to show such recommendations (i.e. blended). If you decide you
want to keep the recommendations related to products in the cart, you should have the choice to use
personalized cross-sell type. It should be easy to change, and, test results with analytics - but our initial
suggestion is to use blended recommendations.

User Admin; When a repeat shopper returns to your site, the shopper can logon and update settings in the
user admin pages. When a shopper logs on, they should be shown recommendations that they are most likely
to buy. It should be based upon their shopping history and/or items in the cart. Here, your vendor should
provide blended recommendations of products that the customer is likely to buy based upon the shopper's
purchasing history, and, if there are any, the product(s) in the cart. If there are no products in the cart,
personalized recommendations should automatically be used.

Search: For the search results page, your vendor should be able to serve recommendations based upon each
search result. Specifically, for each result one or more similar and/or one or more cross-sell items can be
shown with the result. This provides a better search experience that is broader than the search text, and
converts browsers to buyers.

Email: For shipping, billing, or transactional email after a purchase, the recommended products are derived
from one or more items that were just purchased, and should be personalized cross-sell recommendations,
thus being related to the purchase and using the customer’s buying habits. For a periodic branding email, the
recommended products are optimally personalized for the shopper, and not only related to recent purchases.
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Q: Where can | offer recommendations to my customers?
A:

Recommendations can be successfully integrated into every communication vehicle you use with your
customers, including:

e Ecommerce web site
e  Mobile commerce

e Social networks

e  Email communications
e Online chat

e Phone orders

Additionally, recommendations can be effective at every stage of the customer shopping experience:

e Product detail page

e Shopping cart

e Checkout (billing and shipping pages)

e Search

e User admin pages

e  Order and shipping confirmation emails
e Branding email communications

Q: How is the recommendation technology integrated with my existing systems?
A

It is beyond the scope of this document to address specifically the multitude of different Ecommerce
platforms. However in general terms, the integration process will include the following steps:

1. Data Download - Provide sales data and product catalog feed on a regular basis to the recommendation
vendor.

2. Data Analysis - The recommendation system will use this data to generate recommendations offline. You
may need to fine-tune the system to accommodate your specific needs and business rules.

3. Recommendation Request - Add code to web page and email templates that will request
recommendations. This request code will send the relevant product and customer information (i.e., which
customer is looking at what item) to the recommendation vendor and return product recommendations in
real-time. The request and response should be fast -- under 100 milliseconds.

4. Recommendation Display - Display the recommendation(s), such as on a web page, mobile content or in an
email, as needed. How this step of the process is accomplished will depend on whether you have a
custom-built or off-the-shelf ecommerce system. It should accommodate the various display environments
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and neither require you to learn a complex template language nor interfere with the design of your
website. Ultimately, it should enhance the user’s experience of your site. Ideally, the recommendations
should be displayed so that search engines can see the related products or content.

Q: How should | evaluate different recommendation technologies?
A

Each vendor uses proprietary algorithms to generate recommendations, but there are a variety of other ways
in which you can assess a recommendation system:;

e Ease and speed of integration with your ecommerce platform

e Minimal start-up time, meaning that the system does not require a lengthy burn-in/learning period
prior to being able to start making recommendations

e Ability to generate recommendations for each customer, known as one-to-one personalization. Some
vendors are selling market segmentation solutions as personalization. These segmentation solutions
categorize shoppers into only a few segments, and, thus, are not as effective as a true personalized
recommendation system.

e Ability to generate effective recommendations even for products with limited sales volume or history
e Recommendation preview capability to ensure that the system is functioning as desired

e Robust analytics for monitoring the effectiveness of the system and for informing future
merchandising decisions

e Option to fine-tune the recommendations based on business rules

Q: What are the non-technical considerations?
A

We suggest you look for a vendor who offers a comprehensive suite of products and services, but allows you
to implement what you need at a pace that suits you. Naturally, you want the pricing to be affordable and
reasonable given the scope of services that you are using. And last, but definitely not least, you will want a
vendor who will provide excellent customer service regardless of whether you are their biggest or smallest
customer.

We hope this Q&A helps you better understand how personalization through recommendations creates an
exceptional online experience that has a big impact on both your customers and your bottom line. Please give
us a call (503.746.9070) or email (sales@4-Tell.com) if you have further questions, or want to learn more
about our risk free trial.
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