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Overview

» Each firm’s technology adoption S-curve for Web 2.0
differs due to intrinsic, internal and external factors

» Not all Web 2.0 technology & features are a la carte

» Travel sites are relatively advanced, Apparel must build
foundations

» New innovations will drive value for e-commerce
retailers only if they meet specific criteria
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Conditions of Study

» Web 2.0 technology has redefined the customer experience in e-
commerce, creating large performance advantages over brick and mortar

» E-commerce players have adopted Web 2.0 technologies at differing paces

» E-commerce is a hyper-competitive environment, primarily due to:
low barriers of entry
small capital investment requirements

small size hurdle required to create a sustainably profitable position

3 Tuck School of Business at Dartmouth 3/5/201 |



The principles and terminology of Web

technology that has defined each generation

Terminology across Web Development Generations

Web 1.0 or Semantic Web /
Brochure-ware Web 2.0 Social, Local, Mobile

L e i 2 pleidfeti location-specific

stickiness harnessing collective

page views intelligence guided by your social
the long tail connections

screenscraping users add value

real-time information,
network effects by default delivered directly to
the device you are
using

publishing

content management systems search engine
optimization

directories
cooperate, don't control
highly-relevantand

syndication ] i
cost per click personalized

web services
blogging

machine-to-
domain name speculation wikis participation machine
tagging communication
syndication

Content-Focused | User & Crowd-focused Deep Personalization

Source: Whatis Web 2.0. Tim O’Reilly. http://oreilly.com/pub/a/web2/archive/what-is-web-20.html?page=1.
Different Approachesto the Semantic Web. Tim O’Reilly. http://radar.oreilly.com/archives/2007/09/economist-confu.html.
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Web 2.0 has had a drastic effect on firms’
capabilities within the marketing funnel
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tools

Socially-driven

Better reach, >
> engagement >

Brand BUIIdmg Better targeting
Socially-driven interaction, Community building,

Peripheral
Rich user experience
Real-time information, >

Experiences
Fluid transaction experience

Purchase
Interaction

Source: The Digital Shopping experience: Today’s Emerging Features are Tomorrow’s Experiential Essentials. September 2008. Shop.org.
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Factors in Innovation Adoption



Each firm’s technology adoption S-curve for
Web 2.0 differs

Per Factors in determining
erformance technology’s s-curve

» Intrinsic

Desired level of interaction &
engagement for your product type

Desired level of interaction &
engagement with your brand

» Internal

Position in value chain and involvement
in customer interaction

New

technology Firm capabilities, resource & knowledge
Firm’s web foundation

Firm’s strategy, organic vs. inorganic
growth

Old
technology

» External

Competing opportunities, such as
peting opp
Effort. Time market extensions

y

Threats from startups, other firms

Sources: Innovation Ecosystems and the Pace of Substitution: Re-examining Technology S Curves. Ron Adner and Rahul Kapoor. June 2010.
Customer Power, Strategic Investment, and the Failure of Leading Firms. Clayton Christensen and Joseph Bower. March 1996. Strategic Management Journal.
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The desired level of interaction with your
product is determined by its type

Product

Unique Commodity

Moderate Interaction — low depth,

. . Low Interaction — no depth, high
but viral and real-time

§ value for repeat customers
- L
) Examples: Flash Sales, Discount Deals, .
> p , Examples: Flights
= Fast Fashion
5
~
=~ . : . . Moderate Interaction — some depth,
S High Interaction — high depth, high P
= value moderate value for both new and
4 g repeat customers
c | O
— (V)

Examples:Traditional Fashion

Collections, High-end Accommodations Examples: Value / Budget

Accommodations, Car Rentals
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The desired level of interaction with your
brand is tied to your brand resonance

Activity Intensity

Relationship Intensity

Low

High

High

Moderate Interaction & Resonance -
Brands can drive interaction with
event or promotion-focus

Examples: Gap, Marriott

High Interaction & Resonance —
Brands interaction can build on the
values and identity of brand and
participate in the evolution and
growth of the brand

Examples: Southwest, Gilt Groupe

Low

Low Interaction & Resonance —
Brands need to build awareness and
personality before interaction will
drive value

Examples:Alaska Airlines, AirTran

Moderate Interaction & Resonance —
Brands interaction can be built on
top of the values, with interaction

and community transcending the
brand

Examples: Gucci, Ritz Carlton
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Value chain position and customer
interaction affects utility of Web 2.0 tech

OEMs QM Interaction Map Prioritized Interaction Prioritization is made to investments
et . Points: in product / service & brand
"""""""" I. Product/ Service Vertical integration allows control
2. Brand over customer experience
P 3. Purchase
R — 4. Peripheral Experiences
Resellers N Prioritized Interaction Prioritization is made to investments
Points: in inventory, brand, purchase and
I. Inventory peripheral experiences
2. Brand Reseller perspective allows them to
3. Purchase leverage advantage in cheaper cost
4. Peripheral Experiences to build inventory, and ability to
build and brand and peripheral
experiences across producers &
resellers
Aggregators Ageregators Interaction Map Prioritized Interaction Prioritization is made to investments
Points: in inventory, brand, purchase and
I. Inventory peripheral experiences
2. Brand Aggregator perspective allows them
3. Peripheral Experiences to leverage cheaper cost to build
inventory, and specialization in
peripheral experiences across
producers & resellers
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Technical and cultural capabilities impact a
firm’s ability to execute innovation

Technical

Organizational

Cultural

>

Web 2.0 Technology Knowledge

Dedicated resources to supportWeb 2.0 Features, specifically
a communication strategy that can support the dynamics of
the Web 2.0 environment

Organizational design to support e-commerce channel, from
sales & marketing to production & customer support

Cultural Adaptability / Openness

Tuck School of Business at Dartmouth 3/5/201 1



Technology is evolutionary, so you must
start first with the right foundation

cfA SR

» Feature’s and interactions are developed in an evolution

» Technology is deployed in a stack, consisting of:
operating system (e.g. Linux)
database software (e.g.Apache)
web server (e.g. MySql)

Right mix of web programming languages (e.g. XHTML + CSS, Doc Obj Model, XML, XML
HttpRequest, & Javascript, PHP, Perl or Python)
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A firm’s strategy determines its focus and
the issues it faces

Organic — marketing & product centric
» Scalability of current platform / business model
» Friction of current features

» Core demographic limitations

Inorganic — acquisition centric
» Integration issues, both technological and customer-facing

» Integration advantages, such as getting value out of
network effect
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Market extension opportunities provide a
tradeoff to adoption of new technology

Easy Tradeoff, Fast
pace of adoption

Emergent Innovation

Performance Value

High

Low

Market Extension
Opportunities

Hard tradeoff,
moderate pace of
adoption

Low High
Adopt, die, or Tread carefully, extension could
retreat

into niche offering

cause move into 2" tier position

Invest in defendable market
position, i.e. branding/ distribution
or assume an ecosystem
leadership position

Invest in market opportunities,
identify foundational features and
technology

Hard tradeoff,
punctuated pace of
adoption

Easy tradeoff, slow
pace of adoption

Source: Innovation Ecosystems and the Pace of Substitution: Re-examining Technology S Curves. Ron Adner and Rahul Kapoor. June 2010.
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Competitive threats are large when you
are large

» Strong market positions in large markets built on
momentary or reproducible assets (i.e. travel search Ul),
are ripe for startups, venture investment

» E-commerce categories are highly fragmented, market
share is won quickly and lost slowly

» Each computing cycle has seen even the largest market
leaders fall and the smallest startups replace them
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Kayak took over flight search for Orbitz with
better technology

Performance »  Technology

Kayak is designed with rich Internet
application architecture, the first travel
o search site to do so

Kayak scours more than 100 Web sites
continually

Kayak provides a more exhaustive
search, including the inventory of 551
B airlines and 91,500 hotels
CRBITZ

» Pricing
New Orbitz, which takes a percentage of the
technology sale, about $20 per flight or $35 per
hotel room
Kayak, on average, makes |7 cents per
visit
Old
technology » Results

Kayak built a 5.5 million unique monthly
user base from 2005 — 2010

Orbitz now pays Kayak $28 Million in
fees (~50% of their net loss)

Effort, Time

Sources: Struggling Upstream. Forbes.com. Megan Johnston. November 2005., Kayak.com Travel Search Engine Announces Plans for IPO. Travelpulse.com. November 2010.
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Empirical Study of E-Commerce
Product Roadmaps



Empirical Research

Non-OEMs
OEMs Resellers Aggregators
ﬁ ﬁ backcountry.com BO TlQUEScom
Apparel JCREW NORDSTROM d] \
BONOBOS RIS
S Aaon KA TR
"
Travel AA JetBlue Ex?iﬁa' \Qf
=m=
== ORBITZ 1
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Not all features are a la carte.

» Basic features are needed in many cases for ecommerce
platforms to implement advanced features effectively.

Product

Discussion
Threads

Upping the
Ante

User Reviews

Table Stakes

Product Details
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Travel sites are relatively advanced

Travel

0 . Mobile Reservation Info Mobile Reservation Info
=
8 . Booking Centered Ul Booking Centered Ul
7))
L) . Current Discounts and Packages Destination/Experience User Reviews
0
It_ﬂ . Customer Service Resources Price Alerts

. Basic Search Filters Advanced/Flexible Search Filters
42 . Strategic Social Media Use Strategic Social Media Use
f) . Fully-Functional Mobile App Fully-Functional Mobile App
+ timize rice Irackin
S [ Optimized UI Price Tracking
00
g_ I Price Alerts and Personal Deals Personalized Travel Suggestions
Q. . . 7’ D)
S . Flexible Filters Explore’” Feature
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American Airlines vs. Kayak

Mobile Reservation Info

AmericanAirlines’ @ Booking Centered Ul

Reservations ~ Travel Information ~ Travel Deals ~ AAdvantage® Products & Gifts ~ Business Programs ~ About Us ~

Book Travel | Login | FlightStatus | My Reservations / Flight Checkin

Current Discounts and Packages

b e S e @@

Flights Hotels Cars Vacations Cruises Activities

Customer Service Resources

No Online Booking Fees!
© Round-rip ® Round-rip + Hotel *Save! @ One-Way
W Redeem AAdvantage Miles (= YOU

$1,500
VACATION-A-DAY

Basic Search Filters

— = VAGATION DAYS 2Lclveanay
3 AmercanAines Vcetons.
Looking For Destination ideas? 4 T Enter toWin )}
Depart Date B IDatE B Travel Deals cstcies  AA News and Offers
] ’:;“’dd/WW Miami $284*  Cairo And Bahrain Travel Policies
ernoon To Zurich riction:
= e s R;‘;;(;f Ear Up To 100,000 Miles On Facebook 100% Expert
ravelers ow Results By Dallas / Ft. Worth
[T Adutt (16-64) O Price & Schedule To Birmingham, AL Restrictons @ et Onboard With Our Android(TM) App
@ Schedule S $204* View AllNews | View Al Offers
z To Veracruz Restrictions & i A "
rnaights | um v Flights Flights - Compare hundreds of travel sites at once
and Feesy‘.'pply LA
+  Filter Results Try a flight search to find the cheapest flight. Click on a flight to go to the
booking page.
v Hotels
et (oMs Gars Dol Mo~ [ o PEERETETR

a3 Austin, TX
[LS]  Th Sep 23 2010 - Mon Sep 27 2010

+  KAYAK Mobile

Strategic Social Media Use e -

v My Trips :
465 of 465 rousdtrps shown 00 s Mot o
Flters Apped:  Depart/eturn, same srports

Choose a site © v St Dunton)

v Price Alerts

Fully-Functional Mobile App
o e [
5220 (N contrentabcom
2t W voeducon

Price Tracking v Explore

8160 1

2
« ”» ¥ Cars L e L
hexp Fhts Exoen Austny
Explore” Feature o8 me mgimm oo SRS
L. =
W 0o oty £ e
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Apparel Must Build Foundations

Apparel
0 . Basic Product Information In-depth Product Details
=2
8 . Physical Store Locator User Reviews
7))
L) . Style Look Book Multiple Navigation Structures
M)
It_ﬂ . Up-to-date Promotions Current Inventory
. Current Product Catalog Streamlined Checkout
42 ' On-Model Product Imagery Extensive Product Imagery
ﬁ . User Reviews/Content Social Shopping Experience
S Curated Content/Style Selections Social Product Design
g
00
g_ I Mobile Platform (exp. catalog) Mobile Platform (ordering)
S‘ . Strategic Social Media Use Strategic Social Media Use
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EMS vs Backcountry.com

Welcome! Sign In | Register FindAStore My Account  Shopping Cart 7 (

Basic Browsing Interface

SEARCH:

e."& EASTERN MOUNTAIN SPORTS' ———— e User Reviews

Men's ‘Women's Kids" Footwear Camp/Hike Climb Bike Kayak Snowsports Travel Accessories Outlet

Home / Ssarch Results: hiking backp

ack

Search Results?!?
FINAL WINTER CLEARANCE! GET AN EXTRA 20% OFF &> FREE S tumingon oo,

SEARCH RESULTS

CATEGORY: We found 282 resuits for "HIKING BACKPACK”. Search Again E:’
CampiHike (180)

hiking backpack | G STS | FIELD TESTS

Searching for: hiking backpack

626 Search Results for hiking backpack

SORT BY RELEVANCE

Sort tems By: [m] rTemsPeRPAGE:[40 ]  Showing 1 tc 40 of 282 12345678 | Viewsll

*

EMSWu’nEn Microfleece 1/2 GREGORY Women's Jade 60 GREGORY Z65 Backpack
Backpack

ASOLO Men's TPS 520 GV
Backpacking Boots

PRICE: 5229.55 Currently On Sale (234

PRICE: $280.00 PRICE: $38.00 PRICE: $229.85 =
i Fok Jok K (6] Reviews

(2 Ratings) PRICE
0 00

S,

SELECT BRANDS
‘Show All Brands [ ]

Strategic Social Media (email vs Twitter) s

[ arcteryx

[0 Backoountry

Extensive Product Imagery e

[ Biack Diamona
[ Bunon

Social Shopping:“Just added to cart” Do

1 caue usa
[0 hariot Carmers
In

Mobile Platform S

A oEEE
Creative Filters SEEE e

| m— Sale $22.46 Sl 263,80
[ H : s ’

Genuine User Community
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Proposed Check-list for
L -commerce players




New innovations will drive value for e-
commerce firms if they meet specific criteria

Intrinsic _____internal External

 Meets specific customer need ¥ Enhances value in priority  Generates more value than
* Lowers barriers to adoption interaction point (driven by other extension opportunities
* Improves customer position in value chain)
experience
[/ Enhances interaction around ¥ Possess internal capabilities to ¥ Puts at par with competition
product, brand and/or solution execute and support feature (and being at par is necessary)

MSupports growth strategy
(organic vs. inorganic)

IZTHave foundational elements in
place to make feature effective

Understanding customer needs and performance relative to expectations will allow
e-commerce players to identify and prioritize innovation initiatives and feature implementation
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