A Beginner’s Guide to
Conversational Commerce
How to ease into customer transactions
over mobile messaging

Beginner’s Guide Conversational Commerce

A New Kind of Commerce
People like to chat. Social interaction is a fundamental part of human nature
and it has defined the way people and companies deal with each other.
While the web may have altered how customers interact with brands, nearly
30 years after the first site appeared, things are evolving again. People are looking
beyond the browser for real conversations.
At least seven in ten consumers now order products online and they’re
increasingly using mobile devices to do that—smartphones are used one in every
three retail purchases. But customers are doing more than just buying via mobile
devices—they are using them to do product research and get post-sales support.
A new development is changing customer interactions again, promising to
marry the convenience of mobile with the ease of the everyday buying experience.
Conversational commerce has arrived.
Driven by smartphones, AI and cloud computing, companies will be able to
interact with customers in more human-like ways and resolve everyday
problems with more computing efficiency. And companies need to be aware
of what is possible and what they need to do to create experience they want
for their customers.
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What conversational commerce is

So what exactly is
conversational commerce?
Conversational commerce is an automated way for a company
to interact with online shoppers on a one-on-one basis through
channels such as texting, voice assistants and social chat apps.
When a brand takes its place in those conversations, it shows
up as simply another contact, ready to advise and transact at
any time.
Interacting with customers this way is a powerful proposition.
Today, only 4% of companies have deployed this technology
but it is predicted to rise to 25% by 2020.
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What conversational commerce is

I'd like to book dinner
for two tomorrow night.

We saw the seeds of conversational commerce as far back
as the early 2000s, when companies began offering bespoke
web chat systems for customers. These were rudimentary

Sure! What kind of
food would you like?

offerings, developed before the evolution of modern AI and

How about Asian?

appeared before the advanced smartphone technology of
today that allows smoother interactions. Nevertheless, they
were a sign of the great changes to come.

OK. What's your price range?
Not too pricey

Today, conversational commerce interfaces are mirroring
real-life human moments, but they're doing it more
efficiently. Let's take a restaurant customer as an example.
To make a booking, they would traditionally have to search
online, find some likely establishments, and check their

Tojo's is a mid-range Japanese restaurant at
Howe and Davie that has four and a half stars
out of five on UrbanSpoon. It would take 25
minutes to get there from home. Shall I book?

prices and menus before choosing. They might then have to

Go ahead.

fill out a form to make the booking. They might call instead,
only to find that the restaurant wasn't open yet or that staff
were too busy. So a message would be left.
A conversational interface would replace this cumbersome
process with a dialog between person and machine
(with an option to switch to a person). The AI behind

What time should I book for?
Seven would be good.
They have a table at 7:45 tomorrow
night. Will that work?

the conversational interface would also know about the
user's habits and location. An example would look like the

Sure.

conversation on the right.
Booked! Here's the map for walking.
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What conversational commerce is

9 out of 10
consumers would
prefer using messaging
to communicate with
businesses.1

Today's conversational commerce systems are far more capable than
their early counterparts. They are also integrated more seamlessly into
everyday consumer experiences. For example, Whole Foods' chatbot lets
people search for recipes in fun and innovative ways, using emojis for
ingredients and then saving them to a shopping list.
Customers and brands can interact and even transact together across
a variety of channels to suit their needs. Dominos' conversational
commerce interface Domino's AnyWare lets people order a pizza via
text message or Facebook Messenger, which might be perfect while
commuting home on the bus. Customers sitting at home can ask their
Google Home and Amazon Alexa digital voice assistants to order for them.
If you're pulling a late shift at work, you can ask the team what they want
using the Slack group messaging system and then order directly from
within that software.

1

Source: Dimensions Data
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What conversational commerce is

87%

81%

17%

of organizations agree

of companies say they expect

of US consumers say they

traditional customer

to be competing mostly or

will pay more to do business

experiences no longer

completely on the basis of

with companies that deliver

satisfy their customers.2

CX in two years’ time.3

excellent service.4

75 %

53%

of sales lost to shopping

of consumers say they

cart abandonment.

are more likely to shop with

5

a business they can contact
via a messaging app.6

Source: 2 Forrester Consulting, 3 Customer Experience in Marketing Survey by Gartner, 4 Customer Service Barometer by American Express, 5 Statista, 6 Facebook Messaging Survey by Nielson
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Why it’s important now

Brands need to boost
customer engagement
Companies need more intuitive interfaces to make things more
convenient for customers and give them a better, personalized
experience. Treating consumers like individuals is an area that
they have failed at so far—only 40% of shoppers feel that the
information they get from companies is relevant enough to them.
Conversational commerce helps to buck that trend by mimicking
the experience of talking to a real person at the store. Speaking
to customers like a human rather than presenting cumbersome
web forms enables brands to ask questions about their needs
and provide smooth, seamless answers.
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Why it’s important now

Serving your customers,
wherever, whenever
Another benefit of conversational commerce is the ability to offer
on-demand services. Consumers don't want to wait for answers—they
demand that providers respond immediately to queries, no matter
what time of day it is. Sourcing the contact center staff to serve those
needs can be expensive. Automation can help companies to maintain or
improve customer service quality while managing costs.
Research bears this out. Organizations report a reduction of up to 70%
in call, chat and/or email inquiries after implementing conversational
commerce technology. They also report increased customer satisfaction
and a 33% saving whenever someone uses an AI-driven voice interface
to talk with them.

82 %

of consumers expect
immediate response on sales
or marketing questions7

7

Source: HubSpot
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Which tech options are available

The state of technology
in conversational commerce
A common technology for conversational commerce is the
chatbot. This automated conversation technology was once
good only for specific, narrowly-defined tasks like checking
the weather. Today, AI is making it more capable,
giving us services like Hyatt’s Facebook Messenger chatbot
which offers customer services such as basic concierge-style
recommendations to guests.
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Which tech options are available

Chatbots like this can handle more loosely-defined queries

Chatbots evolved on the back of natural language processing

based on a range of intentions, drawing increasingly on big

(NLP) technology that can interpret what people are saying

data to deliver more informed responses. One example of

in natural conversation and turn it into instructions that

a technology platform with these capabilities is Chatbox,

a software program can follow. Cheap, scalable cloud

which enables clients to build complex messaging interfaces.

computing infrastructure has helped make this a reality,

Developments like these have led commentators to

because it gives AI companies the computing power they

differentiate basic chatbots from a more capable version

need to train speech recognition software in more depth.

known as the virtual customer assistant (VCA).
In the past, creating a chatbot would have kept a Masters in
Computer Science candidate busy for years. Today, roll-yourown chatbots are common. This is all thanks to application
programming interfaces (APIs). These are software interfaces
that let one software program ask another to complete
tasks online. They turn online software services into building
blocks that developers can use to quickly create their own
applications. Companies can access a plethora of services via
APIs, from natural language processing through to artificial
intelligence services that learn about their company's
products, and to communications connectivity that actually
establishes the interactions between the parties.
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Which tech options are available

Messaging is where the
conversation happens
As technology improves, conversational commerce systems
can talk to customers using different channels. Beyond
short messaging service (SMS) interactions, one of the most
important ways for these conversations to happen is via
social messaging apps such as WhatsApp which is now the
world's most popular messaging app.
Product design and user experience specialist Chris Messina

This prevents the user from having to hop between apps,

says that usage of the big four messaging apps (Facebook

which in turn reduces the friction involved with commercial

Messenger, WhatsApp, WeChat, and Viber) surpassed that

interactions.

of the top four social networking sites as far back as 2015.
This makes messaging a popular and powerful mechanism

There are several popular messaging apps and associated

for conducting conversational commerce.

APIs. WhatsApp, which Facebook bought for $19bn in
2014, tops the list in popularity with 1.5bn users worldwide.

Messaging apps also ease the overheads associated with

Like many messaging apps, WhatsApp has its own API for

creating and promoting mobile interfaces for brands.

creating chatbots, launched in 2018. It enables companies

Instead of developing an app, persuading users to install

to integrate the messaging app with their own back-end

it and then competing for screen real estate and user

services so that they can interact with their customers

attention, the brand can capitalize on a messaging app that

automatically using the WhatsApp messaging system.

the user already trusts and uses heavily.
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Which tech options are available

The messaging app that you target with your chatbot depends in part
upon your regional audience.
WhatsApp's success stems from its heavy usage in South America, EMEA,
Russia and India. When it comes to North America, however, Facebook
Messenger rules the roost. In China the app which has dominated is
TenCent's WeChat. More than just a messaging service, it doubles as
a social network and, like Facebook Messenger, also offers a payment
service. It has over a billion users.
Messaging apps often take advantage of the phone's capabilities to
become location-aware, which can offer new levels of convenience to the
user once given permission. One example was Uber's use of a bot on
Facebook Messenger in 2015, enabling customers to simply ask for a ride.
The app knew where they were and could dispatch a driver with minimum
extra interaction.
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Which tech options are available

Giving conversational
commerce a voice
Voice-based conversational commerce has received a huge

We are beginning to see signs of this evolution in services

boost from the introduction of digital voice assistants such

like Google Duplex, which can carry out basic phone

as Apple's Siri, Google's Assistant, and Amazon's Alexa.

conversations for tasks like restaurant bookings on a user's

These assistants, which are embedded in smartphones

behalf. This is a sign of things to come. In the interim, the

and in smart home speakers, provide APIs for third-party

magic happens when managing the handover between a

integration so that companies can offer their services via

bot and a human agent, an area where companies such as

voice-based commands.

Chatbox are working to smooth out the transition.

Google's work with retailers like Walmart, Target, Sephora,
Walgreens and Home Depot enables their customers to
order products while in conversation with Google Assistant
and the Google Home speaker.
Conversational technologies are evolving rapidly, but still
have a long way to go. While computers are now as good at
understanding speech as people are, they still struggle to
hold conversations.
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Which tech options are available

Brand

An easier way to pay

You have a credit of $25
in your account.
Great! Use the credit.

To truly become a commercial tool, conversational interfaces

So, do I have your
authorization to charge
$10 to complete the
purchase?

must close the circle by allowing consumers to make
payments as part of these dialogs. That is happening, in a
variety of ways.

Yes!
Paid! Thanks.

Specialist service providers are stepping in and working with
chatbot platforms to connect users to back-end payment
platforms. One example is digital finance company Wirecard,
which is collaborating with conversational commerce
platform Cognigy to facilitate payments.
Messaging platforms are also getting in on the action.
Facebook introduced payment options for Messenger
users, who must fund payments with a bank-issued debit

and the credit card acquirer. Pay by Siri enables users to

card, a credit card, or a Facebook gift card. Entering your

send money to others simply by asking Siri to do it.

card details for the first time enables Facebook to make

Similarly, Amazon Alexa supports Amazon Pay, its own

payments at your request, making the process smoother

payment mechanism, so that you can buy things simply

at the time of purchase.

by speaking to the Alexa voice assistant.

In some cases, conversational commerce platform

China was an early adopter of conversational commerce

providers are vertically integrating to manage both the

payments thanks to TenCent's integration of payments

conversations and the payment systems. Apple offers

directly into WeChat.

Apple Pay, a payments layer that sits between the user
15
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How to decide if it’s right for you

Is conversational
commerce right for you?
Conversational commerce offers many business benefits,
but it is more appropriate for some companies than others.
Much depends on the nature of a company’s product and
customer base, and its own maturity level.
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How to decide if it’s right for you

Here are some product and customer characteristics
that can make it a good fit:

Customers that need
on-demand services

Omnichannel engagement

A company with customers that want products and

omnichannel strategy to communicate

services any time and anywhere can be a good candidate

with their customers will find it easier to

for conversational commerce. With this in mind,

adopt conversational commerce. They will

companies should evaluate their customer

already know how to integrate customer

demographic and understand customer personas.

data and transfer customer sessions

Explore customer communication behaviors and

between channels such as email, voice,

investigate their product discovery preferences

SMS and messaging apps.

Companies that already use an

to be sure that conversational channels will be
right for them.

Frequent updates

The need for scale

Services that involve frequent, simple

Companies facing large numbers of

information updates and interactions with

similar customer interactions can often

users are good candidates. Customers may
not want to handle a five-year mortgage
renegotiation via a messaging app, but they

Hi Josh, we’re ready for your check-in
at 2 PM today! We upgraded your
booking to superior

benefit from automated interfaces that
can handle many basic queries.

might want to change a restaurant reservation
and check on the delivery status of their order.
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How to get it started

Before you begin:
Challenges to address
Companies face several challenges before they can take full
advantage of conversational commerce. The first involves building
a strong technology culture. It’s important to be agile so that you
can experiment with technology by quickly developing test projects.
Create a team that can champion new experiments by using external
APIs and collaborate with partners and vendors early on to complete
the skillsets and tools necessary for creating frictionless customer
experience.
This focus on technology culture also includes breaking down barriers
between data in different departments. It’s important to note that
having the right contextual data is key to mimicking human-like
interactions, and making the entire experience more personal and
conversational for customers.
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How to get it started

Handling customer-facing security
Companies building frictionless conversational commerce

This focus on security and convenience means verifying

systems must also prepare themselves to manage security

identities and confirming transactions by implementing

and privacy risks around customer data. Consumer-facing

multifactor authentication (MFA) methods that are secure

security presents some unique challenges that differ from

and easy to use. MFA helps companies safeguard customer

those involved with securing employee accounts.

data and a commercial transactions hence protecting brand
reputation and fostering customer loyalty.

When managing staff data security, companies can design
systems that favor strong security, sometimes at the

Technology alone won't protect customer data though.

expense of employee convenience. Identity and access

Companies must also explore mature, ethical approaches

management (IAM) software tightly controls how employees

to privacy. Conversational commerce systems are both

access computer systems, authenticating them and ensuring

a delivery mechanism for data-driven recommendations

that they only get access to the data they need.

and a rich source of new customer data in their own right.
Handling this information sensitively is crucial, not only to

Conversely, consumer-facing companies can't impose too

keep consumers' trust, but to ensure regulatory compliance.

many rules on their customers. They walk a fine line between
security and convenience. Make it too difficult to access a
system, and customers will walk away.
While we know that customers demand convenience,
security is also important to them. They evaluate companies

Let the users choose
the authentication
method they prefer.

on how well they secure customer data. Users view data
safety and security as a top criterion when deciding whether
to use a conversational interface, but they often don't trust
voice assistants with their data.
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How to get it started

The path to success: Actionable steps
on your conversational commerce journey
Companies that take a methodical approach to conversational commerce and plan
their projects carefully from the beginning are more likely to shape positive customer
experiences and increase value. Here are some steps that companies can take to
maximize their chances of success.

STEP 2
STEP 1

Set your goals
Be clear on your goals for the project. Set short-term and

Find a champion

long-term success criteria for the project, even if you are

Conversational commerce is a cross-disciplinary initiative

beginning with a narrowly-scoped proof of concept system.

involving stakeholders ranging from IT and security through
to marketing and sales—and to customer support. As such,

Ask yourself a series of questions to help set these goals.

it needs someone who can champion the initiative, and

These include:

it needs governance. Appoint a project sponsor who can

What kind of customer experience do we need to create?

lead the initiative and bring together different departments,

What do we know about our customers?

backed by strong senior executive support.

What does the current customer journey look like?
What are some early signs of success we can learn from?

FIND A CHAMPION

SET YOUR GOALS
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How to get it started

STEP 3
Prepare for privacy and security
This is also a good time to evaluate data privacy and security

Questions to ask during this process:

requirements. Understand which kinds of transactions may
occur across the different channels, and decide the level and

What kind of data will you have to process?

type of user authentication that makes sense
for each.

What consent mechanisms already exist?
For example, can a customer grant consent via SMS

Build security and data privacy controls into

message to take the conversation to their favorite

all components of the conversational commerce system

chat app, such as WhatsApp?

from the design phase onward. Take the opportunity to
choose and evaluate MFA solutions during the design stage

What external systems would be

that will satisfy both requirements of security and usability.

involved when moving a conversation
to a new channel?
For example, if the interactions will be happening
on a WhatsApp messaging app, the platform's
encryption features will be part of the
extended system.

PREPARE FOR PRIVACY
AND SECURITY
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How to get it started

STEP 4
Plan your implementation
With the groundwork laid, it is time to get
the right people together to plan things out.

Experience
channel

Social chat
app / SMS

Voice
assistants

Website live
chat

Own
mobile app

Email

Phone call

Define the operating parameters of the system,
including which kinds of interaction it will
support and which customers it will serve.

Process

Marketing

Purchase

Fulfillment/
Delivery

Post-sales
service

Evaluate customer preferences. Research your
customer base to understand which communication channels they prefer, ranging from texting
to social chat apps and voice assistants.
Pick customer segments for deployment. Choose
the most appropriate customer segment, divided
along demographic or geographic lines where
relevant. You may find yourself tagging different

System

Master
database

External
data source

ERP

CRM

Web
services

Business
applications

I ntegrating customer-facing conversational channels:
Front-end CX transforms the data and services from back-end systems and business
processes to enhance the experience for the intended audience

The technology team can specify the infra

These technology choices will depend on the

tation strategies.

structure that the conversational commerce

customer segment that you are targeting.

system will need to run on, and can find

German millennials hang out on WhatsApp,

Design back-end computing systems to support

third-party services to handle tasks like

for example, meaning that you can use newly

your chosen channels. These can share and

multi-factor authentication, voice recognition

available WhatsApp Business API. Alternatively,

transform data for consumption across these

and natural language processing.

middle-aged consumers in the US prefer

customer segments with alternative implemen

different channels.

Facebook Messenger.

PLAN YOUR
IMPLEMENTATION
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How to get it started

STEP 6
Test the solution
Test and refine the conversational commerce
system to ensure that its different aspects

STEP 5

work effectively. Make sure that the computer
understands what customers say, and that it

Get third-party help where necessary

handles all of the questions that you designed

Ensure that you have the capabilities to

it for. Be sure that the computer can access

work with external platforms when building

the back-end databases needed to create

conversational systems.

meaningful conversations with the user that
are personalized based on their transaction

Enterprises with experience and resources

history. Finally, make sure that it can escalate

in integrating social media APIs can apply

the conversation to bring in a live human agent

their technical expertise when dealing with

when things get too complex.

messaging app channels. However, if you don't
have sufficient experience in this area, consider

Test the system using small groups of users

engaging external solution providers early on to

before taking it live. Use their feedback to get

plan the implementation together.

things right before a broader rollout.

Third-party services can provide valuable
features such as security, hosting, monitoring,
and integration with other messaging channels.

THIRD-PARTY HELP
WHERE NECESSARY

TEST THE SOLUTION

23

Beginner’s Guide Conversational Commerce

How to get it started

STEP 7
Train the team
Educate employees and contractors on what to expect
before introducing the new system. This includes how to
extract information quickly from conversational sessions
when the customer needs to transfer to a human user for a
more in-depth conversation.

STEP 8
Use the data
Conversational commerce systems can generate valuable
data about issues such as frequently-asked questions,
average session length, and opportunities for cross-selling
or up-selling. Be prepared with analytics systems that can
help mine this information to generate valuable customer
insights.

TRAIN THE TEAM

USE THE DATA
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Conclusion
From humble beginnings, conversational commerce is fast evolving into a
powerful tool that will help companies to interact with customers in familiar,
conversational formats.
The true potential of conversational commerce goes far beyond these initial
benefits. By using data generated during conversations, companies can
learn even more about their customers and even predict their future needs,
producing pertinent, personalized recommendations when the customer
needs them most.
To truly excel at conversational commerce, companies should be prepared
to invest time, effort and thought in projects that will pull together people
from different disciplines inside the company. They also have to know their
customers well so that they can anticipate the kinds of questions that they will
ask, and which channels they will want to use when asking them.
Get conversational commerce right and it could open up a new era of
interaction, spanning marketing, sales, and customer support. In the quest to
get closer to your customer, it’s a technology trend that cannot be overlooked.
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Glossary

Glossary
App-based authentication. Mobile apps

Asynchronous communication: Conversations

Dongle: This is a strong form of authentication

provide a more secure means of verification

that progress in non-real time, even over days

that requires a hardware key.

using a code sent to a mobile phone. Unlike

or weeks. Typified by SMS and messaging

SMS, the user’s phone cannot be spoofed by

applications, where one user may not reply to

Key Performance Indicators (KPIs):

a thief who has gained access to a cloned

another immediately.

Metrics used to measure specific elements of a
system’s performance, linked to business goals.

version of the legitimate user’s SIM card.
Biometrics: This relies on the user’s physical
Application programming interface (API):

characteristic, such as a fingerprint, voice

Multifactor authentication: Using multiple

A software interface that enables one application

pattern, or facial recognition. This is becoming

means to authenticate a user, ranging

to quickly and easily consume and use services

especially popular thanks to the biometric

from codes sent to mobile devices, through

provided by another.

authentication built into modern smartphones.

to biometrics.

Artificial intelligence (AI): A branch of

Chatbot: A software system that is capable of

Natural language processing (NLP):

computer science that enables software to

conducting a simple conversation with a user.

The ability for software to parse and understand
basic phrases and sentences.

operate in human-like ways, carrying out tasks
that normally require human intelligence.

Conversational commerce: Conversational

Examples include natural language processing

dialogs using natural language conducted

Net Promoter Score: A survey-based

and speech recognition.

with an automated system. This approach

metric that evaluates customers’ attachment

makes communications between brands and

to a brand by asking how likely they are to

consumers easier and more productive.

recommend it to others.
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Glossary

Omnichannel: The provision of information

SMS: A popular system for confirming a user’s

and services across multiple communication

identity via a code sent via text to their phone.

channels that maintain a persistent, up-to-date
view of the user. The company understands

Speech processing: The ability for computers to

the consumer’s history and context even when

recognize spoken words and phrases.

they hop between channels.
Time and place verification: These systems
Predictive marketing: The use of data

learn from user behavior, understanding where

to predict a customer’s future needs and

they regularly access a service from, via which

actions. Conversational commerce is a

device, and when. Anomaly detection enables

powerful complement to predictive marketing

them to escalate the need for authentication.

because it both generates data to help make
predictions and enables companies to deliver

Voice call verification: An automated system

recommendations produced by predictive

telephones the user and reads out the

marketing analytics directly to customers.

authentication code.
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ground up and developed cloud APIs on top to provide the full advantage
of cloud communications on a global scale. Building on its carrier-grade
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connect and perform transactions with people around the world.
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