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How IBM can help 
For more than a century, IBM has been providing 
businesses with the expertise needed to help 
consumer products companies win in the 
marketplace. Our researchers and consultants create 
innovative solutions that help clients become more 
consumer centric to deliver compelling brand 
experiences, collaborate more effectively with 
channel partners, and align demand and supply. 

For more information on our consumer product 
solutions, see ibm.com/consumerproducts. With a 
comprehensive portfolio of retail solutionsfor 
merchandising, supply chain management, 
omnichannel retailing, and advanced analytics, IBM 
helps deliverrapid time to value. With global 
capabilities that span 170 countries, we help retailers 
anticipate change and profit from new opportunities. 
For more information on our retail solutions, please 
visit: ibm.com/industries/retail. 

https://www.ibm.com/industries/retail
https://ibm.com/consumerproducts


 
 

 

 

 

 

 
 

 

  

 

 
 

 
 

 
 

 
  

  
 

 
 

By Karl Haller, Jim Lee, 
and Jane Cheung 

Key takeaways 
Embrace the “ands.” During COVID-19, 
brands and retailers have faced enormous 
demand volatility, igniting the need 
for their supply chains to be, not only 
more efficient, but also more agile, and 
consumer companies themselves to be 
more competitive in customer interactions, 
product innovation and development, 
and operations. 

Find your “essential.” To help consumer 
companies navigate the increased demands 
of embracing the “ands,” they must find 
what makes them unique, identify their 
essential differentiators, focus on them, 
then rely on partners to help with the rest. 

Scale the “pivot.” The ability to shift 
quickly—pivot—became a core requirement 
during COVID. Now consumer companies 
must operationalize this ability—in other 
words, “scale the pivot” by applying AI, 
intelligent workflow and automation, 
IoT, and cloud to expand their digital 
transformations. 

A new reality takes hold 
In the wake of COVID-19 and the sudden changes it’s 
wrought, brands and retailers must operationalize agility 
the same way they’ve operationalized efficiency over the 
past 20 years. 

At the same time, the pandemic has accelerated 
innovations—many already in plan—as companies around 
the world respond to the disruptions. These innovations are 
creating opportunities to shift the paradigm of the industry. 

The current climate is ushering in an era of “ands”: 
efficiency and agility; stellar digital customer experience 
and highly skilled frontline sales and service associates;  
sustainability and lower costs, among others. 

To better understand the changes, challenges, and 
opportunities facing the industry, we conducted a survey of 
nearly 2,000 consumer products (CP), retail, agribusiness 
(Ag), and wholesale executives. They are leaders in supply 
chain, operations, customer engagement and sustainability 
across 24 countries. In this report, we’ll focus on how 
companies are navigating this disruption, their priorities 
over the next 6 to 12 months, and the requirements for 
longer-term success. 

Maintaining continuity while building resilience 
The biggest challenge during COVID-19, cited by more 
than half of executives surveyed, has been the inability to 
maintain business continuity, followed by financial loss, 
and cybersecurity threats. In response, organizations 
are exploring new work models, reducing costs, and 
transitioning to a more secure and resilient infrastructure. 

As the pandemic continues to surge in different parts of 
the world, lockdown measures are still being imposed. 
Businesses are operationalizing scaling measures they 
put in place last year to support healthy employees, safe 
customer interactions, and sustained workplace 
operations. Over 70% of consumer products companies, 
and over 80% of retailers, have taken these actions. 
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Consumer company execs 
planning for new opportunity 

55% 
building agility to adapt faster 
to changes in demand 

61% 
accelerating automation 
for higher productivity 

More than 

80% 
likely to use a combination 
of AI, intelligent workflows 
and IoT, or Cloud, intelligent 
workflows and IoT, to help 
them achieve future success. 

They are also establishing new processes and procedures 
to minimize operational disruption and keep things running 
if disruption occurs. And consumer companies are focusing 
on building IT resilience across the enterprise in response 
to a much more distributed IT landscape. 

From crisis to opportunity 
In the beginning of the pandemic, government actions 
caused the industry to bifurcate into categories deemed 
“essential” (grocery, personal health, and household) 
and “nonessential” (fashion, entertainment, and travel). 
Companies needed to provide greater trust and 
transparency while rapidly accelerating their digital 
commerce agendas. These changes shaped consumer 
expectations and behaviors, many of which will endure 
after the pandemic is over. 

As economies started to re-open, consumer companies 
had to rethink and clarify what it takes for them to be 
essential.1 This involves identifying which aspects of the 
business both differentiate and deliver significant value, 
then focusing internal efforts there, while relying on 
partners for other capabilities. 

When asked about the top 3 overall business goals for 
the next 6 to 12 months, growing revenue was cited as 
most important for both retail and consumer products 
executives. In consumer products, this was followed by 
increased efficiency and improved product; in retail, the 
next 2 goals were increased agility and improved customer 
experience. These goals have driven initiatives across 
supply chain, operations, stores, and customer experience, 
and are evidenced in the priorities they’ve set for the next 
6 to 12 months (see Figure 1). 

Embracing the “ands” 
Among these goals, the most notable trend is that 
companies need to embrace multiple, sometimes 
competing priorities simultaneously, such as efficiency 
and agility, improved physical and digital customer 
experiences. Other examples include brands and retailers 
tightening demand and flexing supply, scaling online and 
enabling the frontline, planning for both unanticipated 
disruption and expected transition. Companies must 
acknowledge this new reality and learn to embrace these 
“ands” across business domains. 
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Consumer companies must embrace 
both efficiency and agility in equal 
parts—not one over the other. 

Figure 1 

Achieving business goals 
Top priorities for the next 6-12 months 

 
 

 

 
 

 
 

 
 

 

 
 

 
 

Retail 

Resource and talent 

11%

6% 
39%

30%14% 

Commerce, 
management customer 

experience, and 
marketing 

Sourcing, 
manufacturing, 
and production 

Demand and 
Product supply chain 
innovation and planning, and 
merchandising operations 

Consumer products 

Resource and talent 

16%

5% 33%

28%18% 

Commerce, 
management customer 

experience, 
and marketing Sourcing, 

manufacturing, 
and production 

Demand and 
Product supply chain 
innovation and planning, and 
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Higher operations efficiency and agility 
Operations efficiency is a long-standing pillar for the 
consumer industry, fueling growth through wider margins 
and generating capital for potential brand acquisitions. 
Supply chain organizations, in particular, contribute to this 
cause, with ongoing cost reduction and productivity 
initiatives that surface and resurface during corporate 
strategic planning exercises. 

In contrast, agility—the ability to respond to marketplace 
change—has traditionally been a fleeting objective for the 
supply chain. Unlike efficiency, it’s often associated with 
unanticipated events that can drive industry segments to 
target a specific dimension of operations. Think, for 
example, of a food-borne illness that affects a retail grocer 
that, in response, increases the visibility of its supply. Until 
now, agility has been an occasional priority when useful. 

In the wake of the pandemic, 93% of organizations 
experienced challenges with demand volatility, igniting the 
need for supply chains to be, not only more efficient with 
cost, but more agile in execution.2 The consumer industry 
has endured over a year of disruption in anticipation of a 
return to a different but somewhat stabilized normal. And 
yet, consumer demand and expectations continue to 
fluctuate, while operational supply and capacity try to 
follow a moving target. 

As consumer goods manufacturers and retailers contend 
with the next shift, they must embrace both efficiency and 
agility in equal parts—not one over the other. 

Logistics operations is an example of this two-pronged 
approach. Traditionally, moving and storing product to 
meet demand has predominantly been a function of cost, 
be it inventory waste, truckload utilization, carrying cost, 
and other value levers. 

But with a sustained increase in demand volatility, retail 
and wholesale logistics are augmenting cost efficiency 
with the flexibility to respond to variability. To mitigate 
disruption, nearly half the industry—51% consumer 
products, 48% retail—is setting up alternative modes of 
transportation and logistics. The criticality between the 
two priorities is quite even: 52% of retail executives are 
reducing operational cost and 58% are building agility to 
adapt faster to changes in demand. 

Manufacturing operations have begun to follow suit. As 
with logistics, plants carry cost-saving objectives in terms 
of material, labor, and overhead. And while production 
flexibility has been a recognized priority with measures like 
throughput and yield, investments in the past have been 
incremental given the capital expense required for 
equipment overhauls and installations. 
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But for the post-pandemic era, the investments being made 
in efficiency and agility are more on par with each other. 
61% of executives are accelerating automation for higher 
productivity and 49% are exploring new ways of increasing 
production capacity. Consumer goods manufacturers 
such as Campbell’s and Nestle are well underway with 
new equipment and new lines to provide future capacity.3 

To further manage this risk, nearly one third (29%) are 
collaborating with suppliers to further strengthen their 
ecosystems. 

Better physical and digital customer experience 
Even in countries where online shopping hadn’t been 
easy because of underdeveloped infrastructure and the 
predominance of unbanked consumers, COVID-19’s 
disruption forced rapid changes (see “Perspective: Sudden 
shifts make all experiences paramount”). Over the next 
6-12 months, 39% of retail executives expect to focus on 
commerce and customer experience as their top priorities. 

And even as restrictions ease, safety will remain a priority 
for shoppers and associates. Retail executives understand 
this: 81% are focusing on new processes and procedures 
to provide workplace and store safety. 

Retailers will need to continue prioritizing safety measures, 
especially those that increase customer satisfaction. 70% 
of executives selected contactless payment technologies as 
the most critical technology for their organization. Walmart 
introduced self-checkouts with contactless payment 
options, pickup and delivery.4 In Germany, contactless 
payments boomed from 35% to more than 50% due to the 
pandemic. China saw the highest adoption rate.5 

In addition to implementing standalone technologies 
like contactless payment, retailers are accelerating 
investments to build capabilities that harmonize the digital 
and physical channels and improve customer experience. 

In the first quarter of 2020, a large electronic retailer saw a 
surge in demand online during lockdown. At the same time, 
it also saw that 40% of its ecommerce orders were still 
being picked up either in-store or at curbside.6 The retailer 
realized quickly that there was a considerable demand from 
customers who wanted to come to the store to get the item 
they purchased as quickly as possible. This retailer quickly 
enabled in-store pickup chain-wide to supply what their 
customers needed, wherever and in whatever time frame 
they wanted it. As stores reopened, customers gravitated 
to more complex sales in the stores. 

Perspective: Sudden shifts make 
all experiences paramount 
One of the remarkable effects of the pandemic has been a 
rapid acceleration in online shopping in parts of the world 
that had historically been slow to come on board. 

In Mexico, for example, fewer than half of adults have 
bank accounts and less than 5% of retail sales had been 
online prior to the pandemic. The pandemic quickly 
changed that.7 

With stores shuttered, millions went online to buy. In one 
quarter alone, Walmart de Mexico’s online sales in Mexico 
grew 217%. A similar shift occurred in other countries 
initially slow to adopt online shopping, such as India, 
Brazil and Russia.8 Suddenly, having the best in-person 
shopping experience mattered little, whereas having a 
clunky digital shopping experience could be a company’s 
death sentence. 

Companies responded by hardening their platforms, 
improving payment security, increasing the speed of 
deliveries, and enhancing customer service—even tapping 
social media platforms to help. MercadoLibre, Latin 
America’s largest e-commerce retailer, used its own planes 
to reduce shipping times as online sales surged across 
the region.9 

Of course, this doesn’t mean the physical shopping 
experience has become an endangered species. In fact, 
as the pandemic eases, companies will face the need to 
deliver differentiating customer experiences both in person 
and online, as buying habits adopted during the pandemic 
will, no doubt, have staying power, even as people begin to 
return to physical stores. And, they will most likely expect 
the two worlds to sync seamlessly. 
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A company can’t prioritize 
everything, which is why finding 
its essential differentiators is 
so critical. 

While customers want to be in control of their orders, they 
also want interactions, a prime reason to visit a physical 

Find your essential 
location. Once in a store, they have high expectations for Embracing the “ands” could sound like a formula for  
the interactions and consultation they seek. Hence, store diffuse action, aiming to achieve everything needed but  
associates must be fully able to help customers and not accomplishing anything meaningful in the process.  
contribute to a great experience. How does a company strike the right balance to succeed  

in this environment? 
Nearly half of executives—47%—indicated they are 
expanding tools for field and store associates to improve A company can’t prioritize everything, which is why finding 
productivity and better serve customers. Retailers that fail its essential differentiators is so critical (see Figure 2).  
to meet customer expectations risk the loss of confidence This requires the company to assess what makes it unique, 
from their customer base, at a time when gaining trust and then use this insight to differentiate itself. What’s more, 
confidence has never been more important. executives need to be candid about what their company 

does best, where it can scale quickly, then determine 
where to rely on partners to help out with the rest. 

Figure 2 

It’s all important 
Multiple areas of near-term focus in the current environment 

Retail Consumer products 

Expand contactless programs 
52% 

Build agility Accelerate automation 
58% 
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Operations 
Implement processes for workplace safety Implement processes for workplace safety 

Minimize disruptions 
81% 72% 

Minimize disruptions 

Accelerate modernization initiatives Accelerate modernization initiatives 
61% 53% 

50% 42% 
Innovation 

Improve speed and quality of decision-making and Improve speed and quality of decision-making 
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Rapidly test, learn and scale new ideas 
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technology 
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In retail, companies focus on the 
customer experience through service 
etiquette and dynamic feedback. 

According to our latest CEO study, successful organizations 
are competitive in three areas: customer, product, and 
operations.10 In consumer products, outperformers 
prioritize operations, stressing disciplines such as 
efficiency, distribution, pricing, and transparency. This 
focus is even more pronounced with nearly half (44%) of 
consumer products companies prioritizing manufacturing 
and supply chain operations over the next 6 to 12 months. 
In addition, outperforming consumer products companies 
have a more forward-looking perspective, positioning 
themselves for the future by emphasizing factors such as 
emerging technology. 

In retail, companies focus on the customer with heightened 
attention to relationships. Outperformers maintain 
customer experience as the top priority through service 
etiquette and dynamic feedback. 

But while a retailer may largely view itself as being very 
customer-centric, many companies still operate in a 
traditional manner. Their organizational structures and 
profit and loss statements are still channel-based. They 
focus on the products they sell—instead of thinking about 
selling solutions. Their customer databases are based on 
transactions. And their marketing focuses on guiding 
consumers through a path to purchase, rather than 
cultivating long-term relationships. 

Instead, companies need to expand their use of AI. They 
need to make decisions based on insights from data, then 
test and execute rapidly across operations to become more 
customer-centric. 52% of consumer products and retail 
companies are investing in analytics to improve speed and 
quality of decision making. Nearly half—51% of consumer 
products, 49% of retail—are rapidly testing, learning and 
scaling new ideas, and accelerating modernization 
initiatives to increase agility in meeting the needs of 
consumers. 

The nature of work at consumer companies also needs to 
change, shifting from siloed operations toward integrated, 
empowered agile teams. This will require change in every 
area of the organization. It also requires adjustments to 
business models and key metrics, to a company’s approach 
to people and culture, and to how data is organized and 
managed. By focusing everything on its essential core, a 
company can succeed in an environment of increasingly 
challenging demands. 

Operationalize the ability to pivot—at scale 
2021 will be a year of transition. In 2020, organizations 
were forced to develop and launch new capabilities, many 
seemingly overnight, as they pivoted to meet the new 
demands of COVID-19. But the post-pandemic world that 
is slowly emerging will require them to operationalize these 
new capabilities. In other words, companies need to “scale 
the pivot.” 

To do this, they need to close gaps in their business 
operating model: organization structure, performance 
measures, business processes, and technology platforms. 
Many executives have already begun this important work. 

A recent IBV study revealed 60% of executives are 
dramatically accelerating their company’s digital 
transformation. And two-thirds said that the pandemic has 
allowed them to advance specific transformation initiatives 
that had previously encountered resistance.11  An 
examination of the specific technologies these executives 
feel will most help them is informative (see Figure 3). 

Essential technologies top the list, such as contactless 
payments and biometric-enabled security that can 
safeguard the workplace and stores. Mobile device 
management that enables contactless interactions ranked 
third on the list. While these could be considered “stand 
alone”—there is significant value in each being adopted by 
itself—there are many other technologies that, when used 
in combination, make up successful solution recipes. 

Executives indicated that many of these critical technologies— 
AI, intelligent workflow and automation, IoT, Cloud, and 
advanced analytics, for example—were performance 
differentiators for their future success. According to our 
analysis, executives are more than 80% likely to choose to 
use a combination of these technologies together to help 
them achieve future success. 

For example, 87% of executives selected AI, Intelligent 
workflow, and IoT together when asked what critical 
technologies they need to achieve future success. 85% 
selected intelligent workflow, Cloud, and IoT as an optimal 
technology combination. 

These findings echo our 2020 CEO Study, which identified 
AI, Cloud and IoT as performance differentiators.  These 
capabilities are often linked and self-reinforcing. 
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IoT enables data collection from devices and equipment  
in manufacturing, logistics, and store operations. AI learns 
and reasons from this data and recognizes semantic 
references to use as criteria for making autonomous 
decisions that self-correct over time. The decisions  
and results of AI analysis can then be organized and 
disseminated via cloud within the enterprise and across  
a business ecosystem. 

Together, IoT, cloud computing, and AI represent where 
future-focused organizations will derive an advantage, 
redefining how work gets done into what we call intelligent 
workflows and automation. 

Figure 3 

Orchestrating success 
Three stand-alone technologies and a host of others that are used in combination 
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When used in concert, these technologies enable 
comprehensive supply chain visibility, as well as 
continuous collaboration and execution. This, in turn, 
supports a rapid response and resolution to issues in a 
dynamically changing market. These technologies can also 
help a company anticipate and quickly meet evolving 
consumer expectations as they unfold. 

An international beauty and personal care brand, for 
example, is investing in Industry 4.0 to transform its 
business (see Definitions: Industry 4.0).13  It aims to become 
more agile and efficient while reducing the time to market 
for its products. Technologies such as IoT, augmented and 
virtual reality, and AI form the basis of its smarter factory.14 

The company is also automating and optimizing the flows 
in its distribution centers—located in more than 50 
countries—to simplify order preparation. As a result, the 
company is now able to deliver one order every two 
seconds, and thus to supply more than 500,000 delivery 
points all over the world.15 

A leading retailer in Canada had been planning to transform 
from brick-and-mortar to omnichannel, but the onset of 
COVID-19 turned their plan from intent to urgent need. It 
re-platformed its eCommerce and decomposed its CRM 
system into micro-services, using the IBM Cloud for speed 
and agility. With a hybrid cloud architecture, the retailer 
was able to shift its brand strategy and transform its 
business in 6 months, as opposed to the 12-14 months 
originally planned. 

Analysis from our recent study shows that outperformers 
use cloud capabilities for more advanced agile 
development and delivery 93 percent more frequently than 
others, and 75 percent use advanced cloud and data more 
often to respond to changing expectations.16 Today, this 
retailer is able to activate personalized promotions and 
appeal to individual customers in microseconds. It can also 
get real-time, accurate updates on inventory regardless of 
whether a purchase is in-store, online or a transfer between 
sites. And with AI as an enabler, it is now able to support 
complex analytical needs at a much faster pace and 
maintain business continuity in the most challenging 
circumstances.17 

Definitions: Industry 4.0 
Industry 4.0 typically refers to a set of innovations that 
build on previous “industrial revolutions.” It includes 
the use of digital technologies such as IoT, AI, and 5G to 
foster ubiquitous interconnection, machine-to-machine 
communication and decentralized decision-making. 
Industry 4.0 also stresses deeper AI, analytic, and 
augmented reality support for humans working in 
production environments to expand their abilities. 
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Action guide 
Racing for post-COVID competitive 
advantage 

The consumer industry faces unprecedented challenges, 
but also the convergence of technologies—AI, automation, 
IoT, blockchain, and others—that can help it meet them. 
These exponential technologies will be most effective only 
when applied at scale and integrated into a company’s 
business operating model. 

Among the most important actions consumer companies 
can take: 

1. Enhance and extend digital capabilities—Even as the 
industry emerges from the pandemic, many customers will 
continue to engage digitally. Brands and retailers must have 
enterprise-scale digital marketing, sales, and service 
capabilities underpinned by a robust consumer data 
platform. And they need to extend these capabilities to 
frontline associates, to enable them to better serve 
customers. 

2. Create smarter supply chains from sourcing through 
fulfillment—Changing consumer behaviors necessitate an 
intelligent supply chain with the capability to assess 
demand patterns at a local level and react to changes in 
near real time. Being able to easily see current inventory 
and raw material status across all business partners will 
make for better decisions and resiliency. 

3. Modernize the nature of work—To increase agility and 
efficiency, build intelligent workflows that combine people 
and technology. This will help streamline operations and 
reduce operating costs, as will tapping managed services 
for non-core operations to fund transformational work. In 
light of new expectations of where work can be done, and 
advantages to distributed work models, transform existing 
talent processes to embrace virtual and hybrid work 
patterns, while making the workplace environment safer. 

4. Innovate across the enterprise—Invest in enterprise 
AI, then use insights from it to identify opportunities to 
innovate in response to macro/micro changes in consumer 
trends, including more targeted assortments and new 
product opportunities. Institutionalize innovation and 
encourage a culture that supports it by developing a rapid, 
agile approach to test, learn, and scale new ideas. Also 
employ human-centered design to create enterprise 
experiences that exceed customer and associate needs. 

5. Move to a secure hybrid cloud for speed and agility— 
Modernize legacy applications, moving them to an open 
hybrid cloud where legacy mainframe data can be 
integrated with the public and private cloud platforms to 
unlock further value. At the same time, shift the focus from 
legacy applications to new capabilities. 
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