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From Al-enabled chatbots to omnichannel clienteling
tools, we evaluate and prioritize technologies for
consumer & retail leaders to consider in customer

service.

Brands and retailers are increasingly investing in tech-enabled
customer service solutions that can help support and convert
customers — either online or in stores — in a timely and
cost-efficient manner.

In this report, we evaluate 13 tech markets that consumer & retail
leaders should monitor, vet, and prioritize toward this effort.

&: CBINSIGHTS

MVP Technology Framework

We used CB Insights data to evaluate and
score technologies based on:

Market momentum — Determined by the
number of startups in a market, average
investors per company, funding activity,

and more.

Industry leader activity — Determined by
signals like CVC investment activity,
business relationships, M&A activity, and
more.

For more detail, see Appendix (pg 36).
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Vet Prioritize
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Retail

This report looks at the customer service companies serving retailers

and brands.

&: CBINSIGHTS

Al-Enabled Chatbots For Customer Service In Consumer &

Retail — ESP Vendor Matrix

This report uses the CB Insights Execution & Market Strength
Positioning (ESP) Matrix to analyze vendors that deliver Al-enabled
chatbot solutions for customer service in consumer & retail.


https://app.cbinsights.com/research/report/retail-customer-service-tech-market-map/
https://app.cbinsights.com/research/report/retail-customer-service-tech-market-map/
https://app.cbinsights.com/research/report/esp-vendor-assessment-matrix-ai-enabled-chatbots-for-customer-service-consumer-retail/
https://app.cbinsights.com/research/report/esp-vendor-assessment-matrix-ai-enabled-chatbots-for-customer-service-consumer-retail/
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What are Al-enabled chatbots?

Al-enabled chatbots automate voice- and
text-based interactions between customers and
companies. They leverage advancements in
conversational Al, including natural language
processing, understanding, and generation.

Al-enabled chatbots can help automate a
significant share of customer requests, offer
support 24/7 across channels, and scale customer
service departments in a cost-efficient way.

This category includes both :

° Plug-and-play solutions, which are
pre-trained to answer most common
questions

e  Tailored solutions that require training on a
brand'’s or retailer’s proprietary data

Industry leader activity

Vet

Monitor

Prioritize

Al-enabled chatbots @

Market momentum
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Al-enabled chatbots

Why prioritize

The Covid-19 pandemic has made Al-enabled chatbot solutions
essential for brands and retailers to manage record volumes of
customer service requests. Most Al-enabled chatbots can
automatically answer 60% to 70% of requests.

These solutions are also helping convert more online
customers, with online transactions via chatbots expected to
generate just over $110B in sales by 2023, according to Juniper
Research.

Incumbents are making moves in the space. For example,
Walmart acquired Canada-based Botmock and Microsoft
acquired Nuance for $19.7B in 2021.

Al-enabled chatbots providers have raised $2.3B since 2017, the
most of all categories analyzed in this report.

&: CBINSIGHTS

Recommendation

When comparing different Al-enabled chatbots, brands and
retailers should pay close attention to the level of accuracy in
request resolution as higher rates (>90%) will positively
contribute to the customer experience.

Solutions that can help customers both pre- and post-purchase
— with features such as order processing and order tracking —
should also be prioritized to provide end-to-end help throughout
the shopping journey.

With plug-and-play solutions, look for solutions that have been
trained on industry-specific datasets (e.g., fashion, grocery) and
that can be implemented across the most relevant
communication channels for quick deployment.

Note that combining Al-enabled chatbots with Al-powered
search & recommendation engines can significantly boost
product suggestion relevancy to increase average basket size
and online conversion rates.
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What are business messaging
solutions?

Business messaging solutions enable brands and
retailers to communicate and engage with
customers via messaging apps, live chat, and SMS.

These solutions can also be used to send out mass
personalized and targeted messages at a low cost
and with very high open rates, especially via SMS.

Typical functions offered within business
messaging solutions include:

° Mass personalized and targeted messages
via app, live chat, or SMS
Conversational Al capabilities
Pre-built integrations with omnichannel
customer service platforms

Industry leader activity

Vet

Monitor

Prioritize

Business messaging
solutions

Market momentum
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Business messaging solutions

Why prioritize

Brands and retailers are increasingly leveraging messaging — a
widely popular form of communication among consumers — to
engage and help their customers, either synchronously or
asynchronously.

Apple, Google, and Meta all offer business messaging solutions
(including features such as in-message payment) that have
been adopted by leaders such as Burberry, Home Depot, and
Albertsons.

SMS open rates between 95% to 99% make business messaging
a very efficient engagement tool for brands and retailers.

Pandemic-related restrictions have accelerated adoption of
these types of solutions, especially among SMBs. Funding to the
category reached a new high in 2021, surpassing $800M.

&: CBINSIGHTS

Recommendation

Brands and retailers should prioritize business messaging
solutions that:

Offer the greatest number of messaging channels,
Can easily integrate with existing systems such as
omnichannel customer service platforms or CRMs,

e  And facilitate the use of (or already offer) Al-enabled
chatbots for automation purposes.

They should also consider testing multiple messaging platforms
ranging from SMS to popular messaging apps to identify the
ones that are most relevant to their target audience(s).

Finally, brands and retailers should closely monitor the rise of
new messaging platforms such as Discord and trends within the
conversational commerce space, including the use
messaging-specific content (e.g., personalized or branded
emoijis) to keep conversations relevant and engaging.
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Customer feedback management

What is customer feedback °
management?

Customer feedback management platforms gather
and analyze direct and indirect customer feedback
across channels.

These platforms facilitate and accelerate collection
of both structured and unstructured, solicited and
unsolicited customer feedback across channels.
They also contribute to unifying and automatically
analyzing this data to help brands and retailers
prioritize insights, develop new products, and
identify potential issues faster to improve customer
satisfaction and boost overall loyalty.

Industry leader activity

Typical sources of data used by customer feedback
management platforms include:

Satisfaction surveys
Social media monitoring
Online reviews
Interactions between customers and Monitor

agents
Market momentum
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Customer feedback management

Why prioritize

Customers are giving solicited and unsolicited feedback across
an increasing number of channels. Customer feedback
management platforms are helping brands and retailers
immediately use this data to improve customer satisfaction and
boost overall loyalty. They can eliminate data silos and
automate data analysis to generate actionable insights across
the entire organization.

Global brands and retailers are already benefiting from using
these solutions, including the likes of Carrefour, Sephora, and
Lego.

Although this category includes some very large players, just
under 80% of the companies in this category are early-stage —
indicating how active and innovative the space is.

The category has also seen the greatest number of acquisitions
across the customer service space, with 7 M&A transactions
recorded since 2017.

&: CBINSIGHTS

Recommendation

When selecting customer feedback management providers,
brands and retailers should:

1) Start by identifying the goals they want to achieve by using
these solutions, which may include real-time agent coaching,
location-specific issue identification, and product development.
This could mean considering a combination of providers,
depending on the type of data they can gather and analyze as
well as the satisfaction metrics they can track.

2) Prioritize features — such as the breadth of communication
channels/datasets analyzed by a particular solution — that
overlap with their customer base’s habits.

3) Assess not only the quality of the insights generated but also
how easy to read and actionable these insights are. This
matters particularly for front-line users, whether customer
service agents or store associates, and will have the greatest
impact on customer satisfaction.
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What is communications
platform-as-a-service (CPaaS)?

CPaaS companies provide API solutions to
facilitate omnichannel communication, enabling
brands and retailers to incorporate live chat,
messaging, video chat, or voice call features
directly into their website or mobile app.

These solutions make it easy and less costly to
develop and deploy communication channels on
websites and apps.

Through customizing communication channels,
brands can meet different customer needs — and
potentially increase online conversion rates and
customer satisfaction.

13

Industry leader activity

Vet Prioritize
Communications
platform-as-a-service (CPaaS)
Monitor
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Communications platform-as-a-service (CPaaS)

Why prioritize

CPaasS solutions help brands and retailers keep up with the
ever-increasing number of communication channels available to
engage and support customers. These solutions have gained
significant traction since the beginning of the pandemic as a
result of the shift to virtual interactions and online shopping,
making messaging and in-app chat solutions essential for
consumer-facing businesses. Automated SMS notifications
related to online orders have also become popular.

Leading players across the consumer and retail space such as
Marks & Spencer, Rappi, and Instacart are already leveraging
CPaasS solutions to support their omnichannel efforts.

Funding to the category reached a record $1.4B in 2021. Last
year also saw the birth of 2 new CPaasS unicorns, a sign that the
space is maturing.

&: CBINSIGHTS

Recommendation

When evaluating different CPaaS solutions, brands and retailers
should pay close attention to:

e  Solutions’ geographic coverage (especially for global
players),

e  The quality and depth of a provider's developer
community, which can help create new features or
provide useful feedback,

e  And the reliability of the communication infrastructure
used by each provider.

In addition, brands and retailers should prioritize providers with
a selection of APIs that match the needs and preferences of
their target customers, the ability to quickly integrate new
channels as they emerge, and strong data privacy and security.
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What are agent support tools?

Agent support tools facilitate and augment existing
workflows for customer service agents, quickly Py

providing context to a customer’s request or Agent support tools
automatically suggesting answers to the agent.

They help create a better and more consistent
experience for customers while facilitating agents’
work. These tools often integrate directly with
contact center-as-a-service (CCaaS) systems.

Typical features offered within agent support tools
include:

Industry leader activity

Al-powered quality assurance
Conversation review tools
Smart live suggestions

Live translation

Online session replays

Monitor

Market momentum
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Agent support tools

Why prioritize

Augmenting customer service agents has become crucial for
the retail industry, given unprecedented volumes of customer

service requests as well as labor shortages, especially in the US.

Agent support tools are being widely adopted by brands and
retailers — most often through integration with leading CCaaS
players such as Five9 or Genesys — to boost online conversion
rates. These solutions also make it easier to manage distributed
teams by facilitating answer quality consistency across agents
(particularly helpful for outsourced resources).

Agent support tools providers are well-capitalized, with $1.7B in
total funding. They've also seen notable backing from CB
Insights Smart Money investors, who have participated in 20
investment rounds to the category since 2017.

&: CBINSIGHTS

Recommendation

Brands and retailers should look for vendors offering solutions
that target the pre-purchase part of the shopper journey with
smart prompts that can help agents increase online conversion
rates and/or average order size.

Another key consideration is whether to 1) prioritize providers
with pre-trained algorithms that can cut the cost and time
needed to implement these solutions or 2) prioritize tailored
solutions that are trained on company-specific datasets and
may have greater impact on the aforementioned KPlIs.

Companies with a distributed customer service workforce also
need to focus on features such as conversational analytics that
can facilitate quality assurance and performance assessments.
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What are AR-enabled services?

AR-enabled services offer augmented reality
solutions to virtually assist customers.

These solutions can contribute to reducing return
rates by helping customers visualize products (e.g.,
virtually try-on clothes or make-up) and can
improve the in-store experience through wayfinding
and surfacing relevant product information.

Some AR-enabled services provide visual help for
set up or maintenance of certain products.

They're typically offered through mobile apps but
can also be integrated into smart mirrors.

18

Industry leader activity
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AR-enabled services

Market momentum
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AR-enabled services

Why vet

AR-enabled services such as virtual try-ons and furniture
visualization are already widely adopted. The expected increase
in AR-enabled devices, such as smartphones and smart glasses,
will help boost further adoption of these services and create
opportunities for new AR-enabled services.

Social media giant Snap is betting big on AR, already offering
AR-based try-ons for makeup, clothing, and accessories to
brands such as Prada and LOréal.

There is strong interest from major players to own these
capabilities, with close to 30% of AR-enabled service providers
having been acquired since 2017. This includes Walmart's
acquisition of Zeekit and Snap’s acquisition of Vertebrae, both in
2021.

This space has also seen the most CVC activity of all
categories.

&: CBINSIGHTS

Recommendation

Acquiring providers in the space has proven a popular way to
bring AR capabilities in-house and gain a competitive advantage
over competitors.

As AR-enabled services become more widely available and
adopted, brands and retailers should prioritize working with
either larger providers that have a greater chance of remaining
independent or partnering with much smaller ones to potentially
acquire down the line.

To make the most of AR-enabled services, brands and retailers
should also heavily invest in their 3D content library, as the need
to create high-quality, high-fidelity 3D content at scale could
represent a significant challenge in the near term.
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What is contact center-as-a-service
(CCaaS)?

CCaaS companies offer cloud-based customer
service software solutions that route
communications from all channels (e.g., VoIP, text,
live chat, etc.) to a single-view platform for agents
to use.

They can make agents more productive and
decrease time to resolution by organizing and
providing a single view of all customers’ requests,
including across channels and over time.

Typical functions offered include:

e  Automatic call distribution (ACD)

e Interactive voice response (IVR)

° Contact center-focused analytics
capabilities

20
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Contact center-as-a-service (CCaaS)

Why vet

CCaasS providers make it possible to scale contact centers
(making it easy to absorb seasonal peaks) or integrate new
communication channels without the need for massive
investment in IT infrastructure. Because the platforms are
cloud-based, they enable a distributed workforce.

Players in the consumer & retail space are far from being as
heavy users of contact centers as other industries such as
financial services. However, the increase in digital interactions
and the need to orchestrate relevant omnichannel experiences
is creating a growing need for CCaaS solutions in retail.

This is a maturing space, with over 65% of providers in the mid-
or late-stages. CCaaS companies have raised $2.6B in total
funding.

&: CBINSIGHTS

Recommendation

To make the most out of CCaaS solutions and boost customer
satisfaction and loyalty, brands and retailers need to look for
providers that can either easily integrate with their current
systems (CRM/CDP, customer feedback management solutions,
etc.) or offer extended functionalities that cover these needs.

With a majority of CCaaS providers already offering these
extended functionalities directly or through partnerships with
key players across customer service tech categories, leaders in
consumer & retail should evaluate potential bundle offers to cut
on costs.

Additionally, they should prioritize CCaaS providers with a
proven ability to adhere to data privacy and security regulations
both locally and globally.

21



Customer Service | Consumer & Retail Leaders

What are omnichannel customer
service platforms?

Omnichannel customer service companies offer
cloud-based helpdesk services that enable
customer service agents to receive, sort, and
answer customer requests across multiple
communication channels (e.g., voice, live chat,
social media, and more) in a single-view platform.
These platforms include features such as ticketing,
knowledge base management, and routing.

These companies develop a single platform agents
can access to sort through and track customer
requests, creating a more convenient and organized
way to execute on customer tickets and thus
helping reduce time to resolution.

22
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Omnichannel customer service platforms

Why vet

Omnichannel customer service platforms overlap a lot with
CCaas, as both provide cloud-based solutions to unify customer
interactions. The latter primarily replace traditional business
phone systems (aka PBX) with a virtual version while the former
focus on offering a single customer view across communication
channels for agents to quickly resolve tickets.

Major retailers such as 7-Eleven or Decathlon have already
adopted omnichannel customer service platforms to improve
customer satisfaction.

Funding to the category reached a new high in 2021, surpassing
$500M. This reflects a maturing space, with under 50% of
companies remaining at the early-stage level.

&: CBINSIGHTS

Recommendation

For brands and retailers with limited interactions over the phone,
omnichannel customer service platforms may represent a better
alternative to CCaasS.

They should prioritize providers with commerce-specific
features such as integrations with major e-commerce platforms
(e.g., Shopify, Magento) or order management.

23
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What is online customer
self-service?

Companies in this category aim to help online
shoppers find answers to their questions before
they reach out to customer service agents. This
includes companies that provide guided tutorials,
digital FAQs, and automate user onboarding and
adoption.

Online customer self-service companies decrease
agent costs and workload as they empower
customers to find solutions to their issues and
answers to their questions, thus lowering the
number of requests that agents need to take care
of.

24
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Online customer self-service

Why vet

Providing online customer self-service solutions isn't just a way
for brands and retailers to reduce costs but also an opportunity
to improve customer satisfaction. Multiple surveys have found
that a majority of consumers prefer resolving their questions
themselves rather than reaching out to a customer agent.

This is a diverse space with a wide range of solutions — from
guided tutorials to digital FAQs — available for brands and
retailers to empower customers.

It's also relatively nascent, with 60% of the companies being
early-stage and over 50% of their total funding raised since the
beginning of 2021.

&: CBINSIGHTS

Recommendation

Given the wide range of solutions available in this category,
brands and retailers should start by identifying some of the
most common pain points faced by their customers (e.g.,
complicated user onboarding, subscription management, etc.)
to select online customer self-service providers that can help
alleviate those pain points.

It's worth noting that these solutions compete and can be
combined with Al-enabled chatbots and Al-powered search &
recommendations engines to offer quick responses to enquiring
customers.

Additionally, successful rollout of these solutions will depend on
the quality of the data that can be leveraged as well as the time
and resources committed to properly setting up tools such as
app walkthroughs or guided tutorials.

25
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What are omnichannel clienteling
solutions?

Omnichannel clienteling solutions help store
associates personalize the shopping experience
and connect shoppers’ online and offline behavior.
These mobile tools are increasingly important as
more shoppers expect to move seamlessly
between physical and digital shopping.

The platforms include features like customer
profiles with details on shoppers’ preferences,
messaging tools to reach shoppers outside of the
store, appointment booking, and guided selling
support. Virtual shopping tools are also becoming
standard, as is “endless aisle” access to inventories
online or in other stores.

Increasingly, tech providers are building broader
store operation capabilities on top of clienteling.
These include inventory management tools, store
fulfillment support, and mobile point-of-sale.

26
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Omnichannel clienteling solutions

Why vet

Omnichannel clienteling platforms help retailers deliver
connected and seamless cross-channel experiences for
shoppers. This kind of consistency and personalization is
becoming a necessity as more shoppers expect to be able to
engage with retailers via an increasing number of digital
platforms.

Major players in the consumer & retail space have recently been
investing in the technology to broaden their omnichannel reach.
Neiman Marcus acquired Stylyze, a digital merchandising
platform that helps associates personalize the shopping
experience via remote selling as well as through Neiman's own
clienteling tool, while Klarna acquired HERO.

The space remains fairly small, with omnichannel clienteling
solutions having raised $600M in total funding with an average
of 3.3 investors per startup, the lowest of all categories.

&: CBINSIGHTS

Recommendation

Retailers should explore how clienteling vendors can shape their
solutions to meet specific category needs. Leaders in the space
are branching out beyond traditional clienteling areas like
apparel, homegoods, and beauty to support less-traditional
categories such as grocery.

As clienteling platforms expand to include more store
operations, retailers should assess the strength of their current
omnichannel operations, such as store fulfillment. A clienteling
platform may integrate with existing capabilities or replace them
with its own system.

27
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What are Al-powered search &
recommendation engines?

Al-powered search & recommendation engines
develop personalized online recommendation
solutions and smart search features for brands and
retailers to predict and feature products that may
best fit individual customers’ needs and
preferences.

By predicting, surfacing, and featuring
hyper-relevant products, these solutions facilitate
online merchandising and personalizing the
customer journey to drive up online conversion
rates and improve overall customer satisfaction.

28
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Al-powered search & recommendation engines

Why vet

Engaging and converting online shoppers has become
increasingly important for brands and retailers with the
pandemic-induced uptick in e-commerce adoption, especially
across new categories such as grocery. By making featured and
suggested products more relevant and personalized, Al-powered
search & recommendation engines can help them tackle some
of the challenges inherent to online shopping, including boosting
online conversion rates, increasing average order size, and
reducing return rates.

Brands and retailers such as Under Armour, Dior, and Williams
Sonoma have all adopted these solutions to enable online
personalization at scale.

The space has seen 2 significant exits in 2021 as well as record
levels of funding, with close to $400M raised.

&: CBINSIGHTS

Recommendation

Companies already using headless infrastructure will find it
easier to integrate Al-powered search & recommendation
engines into their tech stack.

Latency, meaning the time it takes the solution to answer a
query, is a crucial element for brands and retailers to assess.
Consumers are used to getting quick results through Google
and will expect a similar response time, or they will quickly drop
their search. To differentiate providers, brands and retailers
should identify specific search and recommendation features
that will match their needs, such as smart substitution
recommendations for out-of-stock items in the grocery space.

A key limitation to be aware of is that, just like with other use
cases of Al, these solutions leave room for bias, potentially
raising the risk of repetitive or irrelevant recommendations as
they depend on the breadth, depth, and quality of data available.

29
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What are livestreaming solutions?

Companies in this category develop solutions to
embed live shopping experiences and virtual event
livestreams directly into brands’ and retailers’ apps
and websites.

These solutions represent an opportunity for
brands and retailers to reach a younger audience —
retailers can engage customers in real-time through
livestreams where brand representatives or social
influencers showcase products and answer
questions.

Industry leader activity

Livestreaming solutions, which have conversion
rates that are usually higher than for other online

channels, can also help increase online sales. Livestreaming solutions

Monitor

Market momentum

&: CBINSIGHTS
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Livestreaming solutions

Why vet

Livestreaming is already generating 10%+ of online sales in
China, according to iResearch. Retail giants such as Alibaba are
heavily using livestreams to drive revenue, especially during
popular shopping events such as Single’s Day.

However, it remains a nascent space in other regions of the
world, with 90% of the providers being early-stage and having
raised just over $350M in total funding.

While global fashion and beauty players have been among the
first to adopt livestreaming solutions, some major grocery
retailers such as Walmart and Albertsons are also
experimenting with shoppable livestreams.

&: CBINSIGHTS

Recommendation

Brands and retailers focusing on fashion and beauty products
should prioritize adoption of livestreaming solutions while
closely monitoring ongoing experiments in other categories
such as grocery.

Solutions that can easily integrate with current e-commerce tech
stacks will be key to easily and quickly testing the potential of
livestreaming to drive sales. Brands and retailers should also
evaluate which interactive features offered by each provider will
best resonate with their target audience (e.g., live chats, sending
emoijis, automated prompts to purchase, etc.).

Also anticipate the rise of AR/VR features that will make these
livestream events even more immersive by creating a
high-quality, high-fidelity 3D content library.

31
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What are Al-powered virtual agents?

Al-powered virtual agents are digital humans that
can act as human-like virtual assistants across
digital interactions, both online and in-store.

These virtual agents represent a more interactive
alternative to chatbots, with some of them
featuring real-time emotional responses through
human-like facial expressions, while still offering a
scalable way to personalize digital interactions.

Typical functions offered within Al-powered virtual
agent technology include:

Industry leader activity

° Personalized instruction videos and
tutorials

° Real-time emotional responses (e.g., facial
expressions)

° Personified virtual assistants

® Al-powered virtual agents
Monitor

Market momentum

&: CBINSIGHTS
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Al-powered virtual agents

Why monitor

Companies that develop Al-powered virtual agents have
enormous potential to create more human-like, cost-effective
interactions between consumers and customer service
departments, with solutions that can answer questions,
facilitate onboarding, and make product recommendations.

Leaders across the consumer and retail space have already
started experimenting with this technology, including the likes of
Nestle and P&G.

The category is still very nascent and is the one that has raised
the least amount of funding, with just under $230M in total
funding.
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Recommendation

Although human-like virtual assistants could help further
automate customer service requests and make digital
interactions more accessible to segments of the population
such as the elderly, brands and retailers should start with small
experiments to test out where this technology can actually be
useful as opposed to being perceived as gimmicky.

This tech is still nascent, often with long delays between a
customer’s question and the answer by the virtual agent that
can negatively impact the experience.

Hyper-realism is another potential limitation to the wider
adoption of these solutions as consumers may perceive
hyper-realistic virtual humans as “creepy,” but this will likely
improve over time.
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Appendix
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MVP Technology Framework
Ranking tech market planning decisions, giving an adoption playbook for the domain. §>‘ Prioritize
o

Market momentum measures private market activity as a signal of the degree of E
overall market potential. Signals include the number of companies in the space, the g Vet
amount of capital invested in the market, and the quality of investors, among others. é
Industry leader activity assesses the degree of tech market involvement among Monitor
established industry players. Signals include CVC investment, M&A activity, and >
business relationships, among others. Market momentum
Prioritize Vet Monitor
These established tech markets continue These tech markets are building These are emerging tech solutions that
to see outside investment. Decisions here momentum and businesses should businesses should watch for roadmap
involve keeping up with the latest evaluate them for deployment. They are inclusion. There is limited startup and
solutions for implementation. characterized by spreading industry and industry activity, indicating the technology
Timeline: Invest against today private market activity. is still experimental.

Timeline: Evaluate over the next 1-3 Timeline: Roadmap for the next 3-5 years

years
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